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DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
CONGRESSIONAL JUSTIFICATIONS

INTRODUCTION
(Dollars in millions)

2014 2015 2016
ACTUAL ENACTED ESTIMATE
BUDGET AUTHORITY
Discretionary $34,232 $34,791 $41,023
Mandatory 8,444 9,044 7,326
Total Budget Authority 42,676 43,835 48,349
BUDGET OUTLAYS
Discretionary 38,004 41,348 44,813
Mandatory 522 1,042 (916)
Total Budget Outlays 38,526 42,390 43,897

FULL-TIME EQUIVALENTS
FTE Staff 8,398 8,588 8,935

(includes S&E, OIG, GNMA)

NOTES:

Detail may not add to totals due to rounding. These justifications are in two parts. The first part begins with a set of summary
tables outlining the Department’s budget authority, outlays, and staffing levels. The tabular material is followed by discussions of
the Department’s programs.

Throughout the justifications, all years refer to fiscal years (beginning October 1 and ending September 30) unless otherwise noted.
Also, CR refers to Continuing Resolution.

1-1






BUDGET AUTHORITY BY PROGRAM
COMPARATIVE SUMMARY, FISCAL YEARS 2014-2016
(Dollars in Millions)

2014 2015
ACTUAL ENACTED
DISCRETIONARY PROGRAMS
PUBLIC AND INDIAN HOUSING
Rental Assistance Demonstration.......... ...
Tenant-Based Rental Assistance (TBRA)
Section 8 Contract RENEWAIS. ... ... ..iuiiii e 17,365 17,486
AdMINISITAtivVe FEES... ..ot 1,500 1,530
Section 8 Rental Assistance (Tenant Protection Vouchers)............c.coooiiiiiiinnnn 130 130
Advanced Appropriation for FY 2014 .. ... [4,000]
Advanced Appropriation for FY 2015, [(4,000)] [4,000]
Advanced Appropriation for FY 2016..........oiiiiiiiiiiiii s [...] [(4,000)]
Advanced Appropriation for FY 2017 ... [...] [...]
Mainstream Voucher RENEWAIS. ..o 107 8
Veterans Affairs SUpportive HOUSING........c.oiuiuiiiiiii e, 75 75
Family Unification Program...........c.ooii e
Need-Based VOUCKEIS. ...
Families, Veterans, and Native Americans Homelessness. .............ccooviiiiiiiiiiiinininnn,
Victims of Domestic and Dating Violence (VDDV)..........coviiiiiiiiiiiiie e
TOtal, TBRA . e 19,177 19,304
Family Self Sufficiency Program Coordinators.............coouiiiiuiiiiiiiii e, 75 75
Public Housing Capital Fund
FOIMUIA Grants......cooueiiiiiiii ettt e e e e s bee e aaeeee s 1,786 1,764
Resident Opportunity and Support Services (ROSS)..........oeiiiiiiiiiiiiee 45 45
Emergency Capitalization Needs. ......... ..o, 20 23
Administrative RECEIVEISNID.........o.iii e 3
JODS PIUS. ... 15 15
Financial and Physical Assessment SUPPOIt...........cvuiiiiiiiiii e 8 5
Rental Assistance Demonstration (transfer)...........c.ooooiiii 1 20
Total, Public Housing Capital FuNd.............coiiiiii e 1,875 1,875
Choice Neighborhoods
Choice Neighborhoods Grants............ociuiiiiii i 85 75
TechniCal ASSISTANCE. ... ..oui e 5 5
Total, Choice Neighborhoods. ...........ouiuiii e 90 80
Public Housing Operating FUNd........ ... 4,400 4,440

1-2

2016

ESTIMATE

$50

18,334
2,020
150

[4,000]
[(4,000)]
108

20

277

178

38

21,125
85

1,815
20
100

3

32
1,970
250
250
4,600



BUDGET AUTHORITY BY PROGRAM
COMPARATIVE SUMMARY, FISCAL YEARS 2014-2016
(Dollars in Millions)

2014 2015
ACTUAL ENACTED
Native American Housing Block Grants
FOIMUIA GraNtS.........cveiieieieetieie sttt te st e st e s e e ste s s e tesseessesneensesseenseaseeneenseennens $643 $643
Native American Housing Interests TA and Capacity Building...............coooviiiinn. 2 2
National or Regional Organization..............c.ouiiuiiiiii e 3 3
Title VI Federal Guarantees for Tribal Housing Activities
Program ACCOUNT. ... 2 2
Loan Guarantee Limitation............coooiiiiirieei i e e e e naeee s [18] [18]
Total, Native American Housing Block Grants.............cccooiiiiiiiiiiiiininien, 650 650
Indian Housing Loan Guarantee Fund
Program ACCOUNT. ... et 5 6
Loan Guarantee CONMraCES..........iuiii i 1 1
Limitation LEVEL. .. ... [1,818] [744]
Total, Indian Housing Loan Guarantee. ............couviiiuiiiiiiniiiie e 6 7
Native Hawaiian Loan Guarantee Fund
Limitation LeVEL. ... ..o eaas [42] [42]
Native Hawaiian Housing Block Grants
FOrmUIa Grants. ... ... e 10 9
TeChNICal ASSISTANCE. ... .eieit it [0.3] [0.3]
Total, Native Hawaiian Housing Block Grants..............cccoviiiiiiiiiiiiiee, 10 9
Rescission - Drug Elimination Grants.......... ..o (1)
Subtotal, Public and Indian Housing.........cccouriiinmniienne e 26,283 26,439
COMMUNITY PLANNING AND DEVELOPMENT
Community Development Fund
Entitlement/Non-entitlement. ... ... 3,023 2,993
INSUIAr Area CDBG. ... ..t 7 7
INAIAN THIDES. ...t 70 66
Disaster ASSISTANCE. ... ...t
TOAl, CDF ...ttt 3,100 3,066
HOME Investment Partnerships Program
FOrmMUIA Grants. ... ... e 998 898
INSUIAE ATBAS. ...t 2 2
Self-Help Homeownership Opportunity Program..............cooviiiiiiniiiceeen,
TOtal, HOME ...ttt ettt nne 1,000 900

1-3

2016

ESTIMATE

$658

(17]
660

[1,270]
[107]
[0.3]
28,74.»6

2,793

80
2,880
1,048

10
1,060



BUDGET AUTHORITY BY PROGRAM

COMPARATIVE SUMMARY, FISCAL YEARS 2014-2016

(Dollars in Millions)

Community Development Loan guarantees (Section 108)
Credit SUDSIAY . .. ..
Loan Guarantee Limitation..............oooiii i
Total, SECtON 108..... .o
Self-Help and Assisted Homeownership (SHOP)

Section 4 Capacity BUilding...........c.oiuiiiii
Capacity Building for Rural HOUSING...........ouiiiii e
Total, SHOP. ...
Homeless Assistance Grants
Competitive Grant Renewals (Shelter Plus Care and Supportive Housing)....................
Emergency Solutions Grants........ ...
National Homeless Data Analysis Project
Total, HOMEIESS......coeieeee e e e
Housing Opportunities for Persons with AIDS (HOPWA)
FOrmMUIa GrantS.........oo oo
(7] 0] 0= 11 (AT 2T €1 7= N
Total, HOPWA . ..t
Rescission - Brownfields Redevelopment
Subtotal, Community Planning and Development..........c.cccccniiiininnnniinnnciee e,

HOUSING PROGRAMS
Project-Based Rental Assistance
Section 8 Contract Renewals (incl. Mod Rehab & Mod Rehab SRO)................ccevenine.
Contract AdMINISIratorsS. ... ...
Advanced Appropriation for FY 2014 ... ...
Advanced Appropriation for FY 2015..... .o
Advanced Appropriation for FY 2016........c.ouiriiiii e
Advanced Appropriation for FY 2017 ... ..o
Total, Project-Based Rental ASSiStance............coviiiiiiiiiii e
Housing Counseling Assistance
Housing Counseling ASSIStANCE. .. ... ....iuiiiii
Administrative CoNtract SErviCesS. ...
Total, Housing Counseling ASSIStance.............coouiiiiiiiiiii e

1-4

2014 2015
ACTUAL ENACTED
$3
[150] [500]
3 .
10 10
35 35
5 5
50 50
1,849 1,878
250 250
6 7
2,105 2,135
297 297
33 33
330 330
. (3)
6,588 6,478
9,652 9,520
265 210
[400] .
[(400)] [400]
[-] [(400)]
[-] [-]
9,9 9,7
41 43
4 4
45 47

2016

ESTIMATE

[300]

2,223
250

7
2,480

299
33
332

6,752

10,545
215
L]

[400]

[(400)]
10,760

56
4
60



BUDGET AUTHORITY BY PROGRAM

COMPARATIVE SUMMARY, FISCAL YEARS 2014-2016

(Dollars in Millions)

Supportive Housing for the Elderly (Section 202)

PRAC Renewals/Amendments. ..........oouuiiiiiiiiie e
Service Coordinators/Congregate Housing Service Program.............ccocooviiienn.
Section 202 Demonstration............coooviiiiii i
10 =T g T 0= g Y=

Total, Supportive Housing for the Elderly Housing.............ccoooiiiiiiiiiiinnnne.

Housing for Persons with Disabilities (Section 811)

PRAC/PAC Amendments/ReNeWal...........c.oiviiiiiiiiii e
Project Rental Assistance Demonstration (PRAD)...........cooviiiiiiiiiiiiiieee
10 =T g T 0= g Y=

Total, Disabled HOUSING. ... ....ouiiiiii e

FHA Funds
Mutual Mort. Ins. and Coop. Mgt. Housing Ins. Funds
Management Housing Insurance (CMHI)

Administrative EXPENSESs........ccovuiiiiiiiii
Direct Loan Limitation...........ooiiii s
Loan Guarantee Limitation Level..........c.cooiiiiiiiiiiiii e

Total, MMI/CMHI.. ...

General Insurance and Special Risk Insurance Funds

POSItive SUDSIAY......cniee
Direct Loan Limitation............coiiii s
Loan Guarantee Limitation Level..........c.cooiiiiiiiiiiiiii e

Total, FHA FUNAS....cccuiiiiiii i cr v v s e s e r e v e e v e enns

Manufactured Housing Standards Program

Manufactured Housing Fees Trust FuNd ............c.coiiiiiiiiii e
Manufactured Housing General Fund Appropriation.............cccoveeviiiiiiiiiniinianns
Total, Manufactured Housing Standards Program.............c.coooiiiiiiiiiiininnne.

Other Assisted Housing -Rental Housing Assistance Program/Rent Supplement

Amendments to State Agency/State Aided RS/RAP Contracts.............cccceevviennne.
Extension of Expiring RS/RAP COoNtracts............oc.vuiiiiiiiiiiiiicieeeeeea
Rescission - Other Assisted HOUSING........c.ouuiuiiiiiii e

Total Other Assisted HOUSING........c.oiuiiiiiii e
Subtotal, Housing Programs.........cccccvuiiiiiiiiiiiis s

1-5

2014 2015
ACTUAL ENACTED
$292 $350
72 70

20
384 420
106 135

20
126 135
127 130
[20] [20]
[400,000] [400,000]
127 130
. (10)
[20] [20]
[30,000] [30,000]
127 120
6 10
1 .
7 10
10 13
11 5
4) .
17 18
10,623 10,480

2016

ESTIMATE

$365
77
10

3
455

150
25
2
177

174
[5]
[400,000]
174

[20]
[30,000]
174

11

11

3

27

30
11,667



BUDGET AUTHORITY BY PROGRAM
COMPARATIVE SUMMARY, FISCAL YEARS 2014-2016
(Dollars in Millions)

2014 2015
ACTUAL ENACTED
GOVERNMENT NATIONAL MORTGAGE ASSOCIATION
Guarantees of Mortgage-Backed Securities
GNMA - Salaries and Expenses $22 $23
MBS Guarantee Limitation............coooeiiiii s [500,000] [500,000]
POLICY DEVELOPMENT AND RESEARCH
Research and Technology
C0rE R T e 46 50
Technical ASSISTANCE.........cuii i 22
Total Research and TeChNOIOGY........cuuuiuiiiii e 46 72
FAIR HOUSING & EQUAL OPPORTUNITY
Fair Housing Initiative Program......... ..o 40 40
Fair Housing ASSiStanCe Program...........cocuiu e 24 23
Fair Housing Training ACAOEMY...... ..ttt 2 2
Total, Fair Housing Activities...........ouiuiiiiiiiiii e 66 65
OFFICE OF LEAD HAZARD CONTROL AND HEALTHY HOMES
Lead-Based Paint Hazard Reduction
Lead Hazard Control Grants............co.viiiiiiiiiiii e 47 48
Technical STUAIES. ... 3 2
Healthy HOMES ... e 15 15
Lead Hazard Control Demonstration Program..............coooiiiiiiiiiiiiieeeeen, 45 45
Total, OHHLHC ... 110 110

1-6

2016

ESTIMATE

$28
[500,000]

50
50
46
23

71

93
25

120



BUDGET AUTHORITY BY PROGRAM

COMPARATIVE SUMMARY, FISCAL YEARS 2014-2016

(Dollars in Millions)

MANAGEMENT AND ADMINISTRATION

Salaries and EXpenses, HUD ..o e

Salaries and EXPeNnsesS, OlG. ... ...

Working Capital FUN ...
Subtotal, Management and Administration...........ccccccciiriiiins e

HUD Transformation INitiatives. ........ccooniiii e
(D] 1¢=To1 ol W Y o] o o] o 4 =1 o o
L= 1153 {=]

Subtotal, HUD Discretionary Budget Authority (Gross).........cccccciriimriniennnsiennnnns

Offsetting Receipts
MMI Capital RESEIVE. .. ...t e e e e
LY 1L ==Y )
GNMA Capital RESEIVE. .. ... et aaaas
[\ L =Y oY o) P
FHA (GI/SRI Negative SUDSIAY)........cuiieiee e
Manufactured Housing Fees Trust....... ..o,

103 = (=Yo7 =10 (=

Total, HUD Discretionary Budget Authority (Net)..........cccooirriiiiiniiic s

1-7

2014 2015
ACTUAL ENACTED
$1,303 $1,314
125 126
255 250
1,683 1,690

40
45,461 45,357
(9,849) (8,927)
(665) (832)
(101) (89)
(608) (708)
(6) (10)
(11,229) (10,566)
34,232 34,791

2016

ESTIMATE

$1,425
129
334
1,888

[120]

49,324

(6,527)
(30)
(958)
(118)
(657)
(11)

(8,301)

41,023



MANDATORY PROGRAMS

BUDGET AUTHORITY BY PROGRAM

COMPARATIVE SUMMARY, FISCAL YEARS 2014-2016

(Dollars in Millions)

Native American Housing BIOCK Grants.............c.vuiiiiiniiii e

Indian Housing Loan Guarantee Fund.

Community Development Loan Guarantee Program Account..............cooeiiiiiiiiiniieninnenanns

Local Housing Policy Grants..............

Revolving fund for Liquidating Programs. ..o
FHA Mutual Mortgage Insurance Program ACCOUNT ...........oiuiiiiiiiiii e
FHA General and Special Risk Program ACCOUNL...........ooiiiiiiiiiiiie e
FHA General and Special Risk Liquidating ACCOUNt.............oiiiiiiiiiiiii e

FHA Mutual Mortgage Insurance Capit

al Reserve ACCOUNt.........ccvviiiiiiiiiiieiee e

Housing for the Elderly or Handicapped Fund Liquidating Account...........c..cocooviiiiiiianne.
Guarantees of Mortgage-backed Securities Capital Reserve..............ccocooiiiiiiiinnn,

Housing Trust Fund.........................
Subtotal, Gross Mandatory Budget

AULNOTIEY ...

MaNdAtOry RECEIPTS. ....ce ittt e et e et s

Total, Net Mandatory Budget AUThOFity.........cooouiiiiiiiii e

Total, Net HUD Budget Authority

1-8

2014 2015
ACTUAL ENACTED
$1 $4

107 11

3 2

1

5,766 5,554

210 2,080

30 1)

4,083 3,373
(317) (444)

665 832
10,549 11,391
(2,105) (2,347)
8,444 9,044
42,676 43,835

2016

ESTIMATE

$300

(21)
6,527
(419)

958

120
7,465

(139)
7,326

48,349






DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT

BUDGET OUTLAYS BY PROGRAM

COMPARATIVE SUMMARY, FISCAL YEARS 2014-2016

(Dollars in Millions)

DISCRETIONARY PROGRAMS

PUBLIC AND INDIAN HOUSING
Housing Certificate FUNG.............oooiiiii s
Tenant-Based Rental Assistance..............ccooiiiiiiiiiiiiiiie e
Family Self-SUFfiCIENCY........oc i
Public Housing Capital FUN............cooiiiiii e
Revitalization of Severely Distressed Public Hsg Projects..
Choice Neighborhoods. ..o
Public Housing Operating FUNA............ooiiiiiee e
Native American Housing Block Grants...........cccoceieiiiraiier e
Indian Housing Loan Guarantee FUuNd............cccooiiiiiii e
Native Hawaiian Housing Block Grants....
Subtotal, Public and Indian Housing.........cccoooiriiminencincee e,

COMMUNITY PLANNING AND DEVELOPMENT
Community Development Fund................
Community Development Loan Guarantees....
Self-Help Homeownership Opportunity/Habitat........................ooe
Brownfields Redevelopment Program............cccccoieiiiiiie i
HOME Investment Partnerships Program.
Homeless Assistance Grants.............ccceevveeiiniinccncnnns
Housing Opportunities for Persons with AIDS (HOPWA) .
Permanent Supportive HOUSING........oouiiiiiii e
Rural Housing and Economic Development............cccooiiiiiriiee e

Subtotal, Community Planning and Development..............ccccoeeomriicenrninnnn,

HOUSING PROGRAMS

Project-Based Rental Assistance..............cooovuiiiiiiiii
Energy Innovation FUNd......... ..o
Housing Counseling Assistance
Housing for the Elderly (Section 202)...........c.ooiiiiiiiiiiii e
Housing for Persons with Disabilities (Section 811)...........cociiiiiiiiiiiiiieiiees
Flexible SUDSIAY. ... ...

2014 2015
ACTUAL ENACTED
$345 $248
18,288 19,804
75
2,148 1,783
97 90
10 60
4,283 4,349
747 709
6 11
30 13
25,954 27,142
6,369 7,370
1 5
75 62
4 5
1,250 1,155
1,878 2,018
303 320
14 7
5 6
9,899 10,948
9,824 10,278
11 20
37 30
889 734
222 237
(42) (44)

2016

ESTIMATE

$137
20,929
75
1,884
80

88
4,461
721

10

12
28,397

6,924
59
1,044

2,077
323

10,442

10,775

47
672
262
(44)



DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT

BUDGET OUTLAYS BY PROGRAM

COMPARATIVE SUMMARY, FISCAL YEARS 2014-2016

(Dollars in Millions)

FHA Funds:
Mutual Mortgage Ins. and Coop. Management Housing Ins. Funds:

Program ACCOUNL. .........oiiii ettt e e e e aeanes
Other Assisted Housing
Manufactured Home Inspection and Monitoring.............ccoeeeiieiiie i
Payments to Manufactured Housing Fees Trust Fund..............cccoioiiiiiiniinennes

Subtotal, Housing Programs............ccccociririmmrnnmrinnee e s e s e e e e e

POLICY DEVELOPMENT AND RESEARCH
Research and TEeChNOIOGY.........ueeiiiieiee e

FAIR HOUSING & EQUAL OPPORTUNITY
Fair HOuSING ACHVItIES. ... eee et

LEAD HAZARD CONTROL AND HEALTHY HOMES
Lead Hazard REUCHON. ........... i

MANAGEMENT AND ADMINISTRATION

Salaries and EXpenses, HUD............ooiiiiiiiii e

Salaries and EXpenses, OIG...........oiuiiiiiiie e

Working Capital Fund.......

Gifts and Bequests..........cccooiiiiiieiiieeiieene .
Subtotal, Management and Administration............ccccoeoeiiiiiiriicnniccnnciennn,

HUD Transformation Initiatives............c..coooiiiiiiiiii e
Subtotal, HUD Discretionary Outlays (Gross).........cccccereeerrarerssnrrsssnnsenans

Deductions for Offsetting Receipts (Discretionary)............ccoccceeeieeiiieeniinennns
Reclassification of MMI RECEIPLS.......cccueieiiiieiiieiie e
GI/SRI Negative Subsidies .
GNMA Program ACCOUN..........iuie it
GNMA RECEIPES ...

Total, HUD Discretionary Outlays (Net)..........cccceerrrrinmrninersieesninenans

2014 2015
ACTUAL  ENACTED
$103 $143
329 287

8 8

1
11,381 11,693
49 65

63 71

122 123
1,256 1,376
119 126
246 298

2 1
1,623 1,801
122 47
49,213 51,890
(6) (10)
(9,849) (8,927)
(608) (708)
(81) (65)
(665) (832)
38,004 41,348

2016

ESTIMATE

$113
240

12,080
60
71

122



DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT

BUDGET OUTLAYS BY PROGRAM

COMPARATIVE SUMMARY, FISCAL YEARS 2014-2016

(Dollars in Millions)

MANDATORY PROGRAMS

Indian Housing Loan Guarantee FUuNd............cccooiiiiiiiiiie e
Native American Housing Block Grants...........ccooceiiiiiriiier i
Public Housing Capital FUN.............oooiiiii e
Community Development Loan GUarantees.............ccceeereeeenieeaiieesiieeeeee e
Neighborhood Stabilization Program...............coooiiiiiiiiiieen
Revolving Fund .
Local Housing Policy Grants......... ..o
Housing Trust FUNG....... ..o e
FHA MMI Program ACCOUNL..........iiiiii e
FHA MMI LiQUidating.......cooe e
FHA MMI Capital Reserve Account...
FHA GI/SRI Program.........c.ie e
FHA GI/SRI Funds Liquidating...........cociiiiiiii e
Emergency Homeowners' Relief Fund..
Rental Housing Assistance Fund.................coooiiiiiiin.
Housing for the Elderly or Handicapped Fund Liquidating Account.. .
Guarantees of Mortgage-Backed Securities. ...........cccceriiiiiiiiiiniiiien
Guarantees of Mortgage-Backed Securities Liquidating Account........................
Guarantees of Mortgage-Backed Securities Capital Reserve Account.
Subtotal, HUD Mandatory Outlays (Gross)........ccccueeerrraerrrseesssnsesssnesssseees,

Deductions for Offsetting Receipts (Mandatory)...........cccccceiieiiieeiiieiieee
Total, HUD Mandatory Outlays (Net)........c.ccccuurimmrrnrrrnnrrrsee e

Total, HUD OUtIays......cccouriimieieeeee e

2014 2015
ACTUAL  ENACTED
$107 $11

4

13

3 2

303 247

1 1
5,768 12,892
4 21
(3,248) (8,496)
210 2,080
(164) 20
12 69

) (3)
(483) (442)
157
(54) 3
(3,020)
2,627 3,389
(2,105) (2,347)
522 1,042
38,526 42,390

2016

ESTIMATE

$72

Ao -

22
(396)
19
29

(3)
(417)

(111)
(777)
(139)
(916)

43,897






DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
FULL-TIME EQUIVALENT (FTE) EMPLOYMENT
(Excludes Overtime and Terminal Leave)

INCREASE (+)
ACTUAL ESTIMATE REQUEST DECREASE (-)

2014 2015 2016 2016 vs 2015

Salaries and Expenses, HUD..............cccccveeennn. 7,685 7,812 8,124 312
Other Funds:

GNMA 110 139 168 29

Office of Inspector General................cccuvveee.. 603 637 643 6

Subtotal, Other Funds..........ccccceeeeererennnee. 713 776 811 35

Total, HUD Full-Time Equivalent Staff................. 8,398 8,588 8,935 347






HOUSING
RENTAL ASSISTANCE DEMONSTRATION PROGRAM
2016 Summary Statement and Initiatives
(Dollars in Thousands)

RENTAL ASSISTANCE DEMONSTRATION Enacted/ Supplemental/ Total L.
PROGRAM Request Carryover Rescission Resources obligations

outlays

2014 Appropriation ................
2015 Appropriation ................ e e e e e
2016 REQUEST v vvvrvrnrnnnnnnnnnns $50,0002 e e $50,000 $50,000

Program Improvements/Offsets ...... +50,000 - - +50,000 +50,000

a/ Includes an estimated transfer to the Transformation Initiative (TI) account of $380 thousand.

1. What is this request?

The Department requests $50 million in fiscal year 2016 for a targeted expansion of the Rental Assistance Demonstration (RAD)
program to public housing properties that cannot feasibly convert to long-term Section 8 rental assistance contracts at existing
funding levels, specifically those located in high-poverty neighborhoods, including designated Promise Zones, and areas where the
Administration is supporting comprehensive revitalization efforts. In working with Public Housing Agencies (PHAs) attempting to
convert and transform their stock of public housing through RAD, the Department has clearly learned that offering even limited
incremental subsidy would allow for the transformation some properties greatly need and that could not be achieved at current
funding levels. This request will cover the incremental subsidy cost of converting approximately 25,000 public housing units, thereby

increasing private investment in targeted projects and surrounding neighborhoods.

Additionally, HUD will continue to implement RAD conversions without incremental subsidy in 2016 by making use of:

1. Amounts made available under the existing Public Housing Operating Fund and Capital Fund programs;

2. Tenant Protection Vouchers (TPVs) that otherwise would be issued to tenants upon expiration or termination of Section 8
Moderate Rehabilitation (MR), Mod Rehab SRO (MR SRO), Rent Supplement (RS) and Rental Assistance Payment (RAP)

contracts (see Other Assisted Housing justification);

3. Amounts made available under Rental Housing Assistance that would have otherwise been used to amend or extend RS and

RAP contracts; and
4. Contract authority recaptured from RS and RAP conversions.
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Rental Assistance Demonstration Program

Through conversion, Public Housing Agencies (PHAs) and other owners, working with private industry, will be able to raise capital
using private and public financing tools to rehabilitate or redevelop affordable housing in their communities.

The Budget also proposes to eliminate the 185,000-unit cap on Public Housing and MR conversions and clarifies the elimination of
the sunset date for conversions of RS, RAP and MR properties under the second component of RAD. These proposals are described
in more detail in Section 3.

The main goal of RAD is to use the conversion of public housing and other HUD-assisted properties to long-term, project-based
Section 8 rental assistance as a tool for PHAs and owners to leverage private debt and equity to address their properties’ immediate
and long-term capital needs.

2. What is this program?

The Consolidated and Further Continuing Appropriations Act of 2012 (P.L. 112-55), modified by the Consolidated and Further
Continuing Appropriations Act of 2015 (P.L. 113-235), authorized RAD to test new preservation tools for the HUD-assisted housing
stock. Modified by subsequent appropriation bills, RAD currently allows:

1. Public Housing (PH) and MR properties to convert assistance to long-term Section 8 rental assistance contracts (capped at
185,000 units and with rents limited to existing subsidy amounts); and

2. RS, RAP and MR properties, upon contract expiration or termination, to convert tenant protection vouchers (TPVs) to
project-based vouchers (PBVs), subject to the availability of annual appropriations of TPVs, or to Project-Based Rental
Assistance (as newly enacted in 2015).

RAD targets HUD-assisted properties that are at risk of being lost from the nation’s affordable housing inventory. The 1.1 million
units in the Public Housing program have a documented capital needs backlog of nearly $26 billion and are largely inhibited from
accessing non-federal sources to help to address this need. As a result, the public housing inventory has been losing an average of
10,000 units annually through demolitions or dispositions. Meanwhile, the 43,500 units assisted under the MR, MR SRO, RS, and RAP
programs are ineligible to renew their contracts on terms that favor modernization and long-term preservation. Under RAD, PHAs
and owners of rental properties assisted under the Public Housing, MR, RS and RAP programs are offered the option to convert the
current form of assistance on these properties to long-term, project-based Section 8 rental assistance contracts. By offering a long-
term contract tied to a historically more reliable funding stream and a regulatory structure that facilitates partnerships with other
forms of private and public financing, RAD achieves the following goals:
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Rental Assistance Demonstration Program

Promotes local public-private development activity with access to safe, proven tools to leverage private capital;
Recapitalizes the HUD-assisted housing portfolio to ensure its long-term stability and affordability;

Increases housing choice for residents and safeguards strong resident rights; and

Relaxes regulatory burdens to allow flexible local decision making to maintain effective public ownership.

b N

Funding Conversions

Public housing units that converted in calendar years 2013 and 2014 are now reflected in the Project-Based Rental

Assistance (PBRA) and Tenant-Based Rental Assistance (TBRA) budget requests. In calendar year 2014, 116 public housing
properties containing 11,619 units completed conversion to project-based Section 8 contracts (either PBRA or PBV). These
conversions represent approximately $72 million in funds that will be shifted from the public housing operating and capital accounts
to PBRA and TBRA in 2015.

Public housing units that may convert in 2015 are still reflected in the fiscal year 2016 funding requests for the public housing
Operating Fund and Capital Fund. In fiscal year 2016, once it is known how many units converted to PBRA and PBV, respectively,
HUD will transfer funds from the public housing Operating Fund and Capital Fund into PBRA and TBRA. Authority to execute this
transfer is provided within Public Law 112-55. HUD currently estimates that a total of $125 million will be transferred in fiscal year
2016, though the precise number will be based on the actual number of conversions and the specific funding levels of the converting
properties.

3. Why is this program necessary and what will we get for the funds?

Preservation Challenges

The federal Public Housing program provides much-needed affordable housing to about 1.1 million low-income households, many of
whom are elderly, disabled, and veterans at risk of homelessness without this resource. Unlike other forms of assisted housing that
serve very similar populations, the public housing stock is nearly fully reliant on federal appropriations from the Capital Fund to make
capital repairs. Funding and regulatory constraints have impaired the ability for these local and state entities to keep up with needed
life-cycle improvements. As a result, a very large capital needs backlog has accumulated.
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The most recent capital needs study of the public housing stock, completed in 2010,' estimated the backlog of unmet need at
approximately $26 billion, or $23,365 per unit. Under the strain of this backlog, and without financing tools commonly available to
other forms of affordable housing, the public housing inventory loses an average of 10,000 units annually through demolitions and
dispositions.

In addition to the public housing stock, RAD targets certain “at-risk” HUD legacy programs. Without RAD, the 34,500 units assisted
under MR and MR SRO are limited to short-term renewals and constrained rent levels that inhibit recapitalization. Further, the
approximately 9,000 units still assisted under RS and RAP would have no ability to retain project-based assistance beyond the
current contract term without RAD. As a result, as their contracts expire, these projects would no longer be available as HUD-
assisted affordable housing assets.

RAD as a Preservation Tool

Conversion to long-term Section 8 rental assistance under RAD is essential to preserving these scarce affordable housing assets.
Long-term Section 8 rental assistance allows for PHAs and other owners to leverage sources of private and public capital to
rehabilitate their properties. While the Department expects and continues to process Public Housing conversions without additional
incremental subsidy, HUD requests $50 million for the incremental subsidy costs of converting assistance under RAD. Such funding
will be targeted to public housing projects that: 1) cannot be converted at current funding levels, and 2) are integral to the success
of the Administration’s broader efforts in high-poverty areas, including designated Promise Zones. The Department estimates that
the $50 million in incremental subsidies will support the conversion and redevelopment of approximately 25,000 public housing units
that otherwise could not convert, thereby increasing private investment in targeted projects and surrounding neighborhoods.

The Transportation, Housing and Urban Development, and Related Agencies Appropriations, 2015 (PL 113-235) made important
improvements to RAD in order to maximize participation by those PHAs and other owners whose current funding levels are sufficient
for conversion as well as to ensure that funding provided for RAD can be used to convert as many units as possible:
e Increasing from 60,000 to 185,000 unit cap on public housing and MR projects that could convert assistance to long-term
Section 8 rental assistance contracts and extending the application deadline for such conversions to September 30, 2018;
¢ making Section 8 MR Single Room Occupancy (SRO) properties eligible for RAD;
¢ allowing Rent Supplement and RAP properties to convert to long-term Project-Based Rental Assistance (PBRA) , as necessary,
using resources including amounts remaining on the contracts of a converting project and funding that would otherwise be
used to provide short-term contract extensions, contract rent amendments, and/or Tenant Protection Vouchers for expiring
contracts. To ensure cost neutrality, any increase in cost in the PBRA account as a result of Rent Supp and RAP properties

1 Abt Associates, Inc. “Capital Needs in the Public Housing Program.” Executive Summary. November 24, 2010.
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converting to PBRA contracts must be equal to transfers from the Rent Supp/RAP and/or TBRA accounts; and deleting the
sunset date for Rent Supp and RAP conversions.

The Budget eliminates the 185,000-unit cap on Public Housing and MR conversions and, for the second component of RAD, clarifies
the elimination of the sunset date for conversions of RS, RAP and MR properties under the second component of RAD. This
clarification will give HUD the flexibility to preserve all remaining RS, RAP, and MR properties as their current contracts end.

4. How do we know this program works?

RAD serves as a bridge to bring older subsidized housing programs to the safe, proven, and reliable Section 8 platform. For nearly
40 years, long-term Section 8 rental assistance contracts have proven to be the most effective method of financing and preserving
low-income housing. HUD supports 1.2 million units of affordable housing through the Office of Multifamily Housing's Project-Based
Rental Assistance program. Property owners in that program have leveraged billions in public and private investment in order to
make lifecycle property improvements while maintaining an industry-low foreclosure rate. Because of this program’s success, the bi-
partisan Millennial Housing Commission and other panels of experts for years have recommended allowing public housing properties
to leverage limited public resources with private debt and equity, in a manner similar to that done with the Section 8 multifamily
programs for decades.

Indeed, as of January 2015, with approximately 13,000 units converted, PHAs and their partners have raised over $485 million
($37,000 per unit) to improve and preserve public housing assets (as compared to the average capital need of $23,365 per unit that
was identified in a study of the public housing portfolio) and have begun to make regular deposits into an ongoing “replacement
reserve” account to ensure that repair and replacement needs that arise in the future are funded. The remaining awards under
HUD'’s original 60,000 unit cap, plus the over 115,000 units for which HUD has already received approvable applications and that will
soon be awarded under the newly raised cap are expected to leverage billions more. Further, HUD continues to receive interest and
applications from PHAs that with properties that could be preserved at no additional cost. This is a strong demonstration of the
model and how substantial amounts of capital can be accessed. At the same time, since enactment of RAD, the Department has
fielded hundreds of inquiries from PHAs and public officials and reviewed countless analyses of worthy projects that are not feasible
for conversion at current funding levels; however, these projects would be much more likely to convert under RAD if afforded a
modest incremental subsidy. Accordingly, the Department believes that offering limited incremental subsidy would further test and
advance RAD’s goals.

Meanwhile, the Department has converted to long-term PBV contracts more than 75 RS, RAP, and MR projects that would have
otherwise expired or been terminated, and has 85 projects that are actively being processed for preservation.
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Finally, to ensure that the program is achieving the desired results, RAD also includes an ongoing evaluation component, which will
assess, across different markets and geographic areas and within portfolios managed by PHAs of varying sizes, the following
research areas:

e Conversion impact on properties’ physical and financial stability;

e Amount and types of capital leveraged; and

o Affected residents’ access to residential mobility.

5. Proposals in the Budget
Below are the proposals included in the 2016 request (Section 220 of General Provisions):
e Eliminating the 185,000 unit cap on public housing and MR projects that could convert assistance to long-term Section 8
rental assistance contracts, and

e Confirming the removal of the sunset date for RS, RAP, and MR conversions by clarifying HUD’s permanent authority under
the second component.
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HOUSING
RENTAL ASSISTANCE DEMONSTRATION PROGRAM
Summary of Resources by Program
(Dollars in Thousands)

2014 Budget car'zrpy]b?:/er' 2014 Total 2014 2015 Budget car'zr?ylod;/er 2015 Total 2016
Budget Activity Authority Into 2014 Resources obligations Authority Into 2015 Resources Request
Incremental Conversion
COST vvvniinnnnnnnnnnn $50,000
Transformation
Initiative (transfer) e e . . . e e 380
Total .......ccvvunn. 50,000
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HOUSING
RENTAL ASSISTANCE DEMONSTRATION PROGRAM
Appropriations Language

The fiscal year 2016 President’s Budget includes proposed changes in the appropriation language listed and explained below. New
language is italicized and underlined, and language proposed for deletion is bracketed.

For continuing activities under the heading "Rental Assistance Demonstration" in the Department of Housing and Urban Development
Appropriations Act, 2012 (Public Law 112-55), and in accordance with priorities established by the Secretary, $50,000,000, to

remain available through September 30, 2019: Provided, That such funds shall only be available to properties converting from
assistance under Section 9 of the United States Housing Act of 1937 (42 U.S.C. 1437q).
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PUBLIC AND INDIAN HOUSING
CHOICE NEIGHBORHOODS
2016 Summary Statement and Initiatives
(Dollars in Thousands)

Enacted/ Supplemental/ Total
CHOICE NEIGHBORHOODS Request Carryover Rescission Resources obligations outlays
2014 Appropriation ................ $90,000 $116,595 e $206,595 $125,511 $10,361
2015 Appropriation/Request ........ 80,000 81,084 . 161,084 116,000 60,000
2016 REQUEST +vvvvvinrnneinnennnnns 250,0002 45,084 . 295,084 250,000 88,000
Program Improvements/Offsets ...... +170,000 -36,000 .. +134,000 +134,000 +28,000

a/ Includes an estimated transfer to the Transformation Initiative (TI) account of $1.9 m|II|on of Budget Authority.

1. What is this request?

The Department requests $250 million for the Choice Neighborhoods program for fiscal year 2016, which is $170 million more than
the 2015 enacted level. Choice Neighborhoods grants fund the transformation, rehabilitation and replacement of distressed public
and/or HUD-assisted housing and support communities working to revitalize neighborhoods of concentrated poverty. Grants are
targeted to assist neighborhoods where there are both concentrations of poverty or households with extremely low-income and
severely distressed public and/or HUD-assisted housing.

This request will allow the Department to fund:
e Five to 8 Implementation Grants of up to $30 million each.
e Approximately 5-10 Planning Grants, which may include a new “Planning and Action” Grant option (please see description
provided on page 5).

As an investment that leverages significant funds and fosters partnerships, Choice Neighborhoods gives communities the ability to
address persistent violent crime, create connections to job opportunities, and improve schools in order to actually change the
trajectories of families living in those neighborhoods. The fiscal years 2010-2013 Choice Neighborhoods Implementation Grants
leveraged more than $2.65 billion of investments in those neighborhoods, over 7.1 times the total HUD investment of nearly $351
million. HUD will use the requested funding to continue to make a real nationwide impact in high-poverty areas, and to model, learn
lessons from, and promote this type of effective policy and resource approach across the country.

Choice Neighborhoods supports the Administration’s Promise Zones initiative, which is creating partnerships between the federal
government, local communities and businesses to create jobs, increase economic activity, reduce violence and expand educational
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opportunities. The President announced the first 5 Promise Zones in January 2014 and will designate an additional 15 Promise
Zones. The fiscal year 2016 Budget request includes companion investments in the Department of Education’s Promise
Neighborhoods program and the Department of Justice’s Byrne Criminal Justice Innovation Grants program, as well as tax incentives
to promote investment and economic growth in the Promise Zones.

Key outcomes of Choice Neighborhoods include:

e Transform distressed public and/or assisted-housing units into physically and financially viable housing for the long-term;

e Support positive health, safety, employment, mobility and education outcomes for residents in the target development(s) and
the surrounding neighborhoods;

e Create viable, mixed-income neighborhoods that have access to well-functioning services, high quality public schools and
education programs, public assets, public transportation, and improved access to jobs; and

e Attract significant financial investments by the public and private sectors to high poverty neighborhoods.

2. What is this program?

Building on the success of the HOPE VI program, Choice Neighborhoods funds competitive grants to transform neighborhoods of
concentrated poverty into sustainable mixed-income communities, with a focus on improved housing, successful residents, and
vibrant neighborhoods. Choice Neighborhoods helps transform a distressed neighborhood into a neighborhood with the assets and
opportunities necessary for children and families to prosper. Grantees include local governments, assisted housing owners,
community development corporations, non-profits and for-profit entities as well as public housing agencies (PHAs). Through

HOPE VI, we learned that focusing only on the distressed housing site (public or HUD-assisted) does not yield the desired
transformative impact on the surrounding neighborhood. Choice Neighborhoods provides two kinds of grants: planning grants,
which support the development of comprehensive transformation strategies, and implementation grants, which allow communities to
put their plans for neighborhood revitalization into effect.

Implementation Grants

Thus, Choice Neighborhoods Implementation Grants provide funding to address distressed public and/or HUD-assisted housing sites
while simultaneously executing a comprehensive plan that addresses other aspects of neighborhood distress, such as violent crime,
failing schools, and capital disinvestment. Grantees are required to identify local strengths and challenges, propose feasible solutions
and establish strong collaborative partnerships to address affordable housing, employment, education, health, safety, transportation,
economic development and other key areas. These grantees must work with stakeholders and partners, including developers and
local agencies, as well as non-profit and private enterprises administering grant components, services or other key programs, to
develop and implement a transformation plan for the neighborhood. In addition to improvements to the public and assisted housing
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stock, these funds can be used (with leveraged other funding) for improvements to the surrounding community, including economic
development; remedies to vacant, foreclosed or other blighted properties; public facilities and assets.

Choice Neighborhoods communities feature a mixed-income approach, with public and/or HUD-assisted housing integrated with
other affordable housing and market rate housing. In most circumstances, the public and/or HUD-assisted housing will be replaced
on a one-for-one basis. Choice Neighborhoods ensures that children growing up in poorer neighborhoods will have access to high-
quality educational opportunities for early learning and schools. Local communities are required to include an education component
in their transformation plan, such as early childhood education, school improvements and other education-related services. Links to
local education efforts aimed at producing high-quality, full service community schools that leverage additional neighborhood
investments and will be at the center of the development model. In addition, HUD has been working closely with the Department of
Education to align Choice Neighborhoods’ educational outcomes and funding investments with those of the Department of
Education’s Promise Neighborhoods program, which implements innovative strategies to improve academic achievement and life
outcomes in high-poverty areas. Currently, Atlanta, Baltimore, Boston, Little Rock, Los Angeles, Meriden (CT), San Antonio, Tulsa,
and Washington, DC have both a Choice Neighborhoods grant and a Promise Neighborhoods grant that target overlapping areas.

Other eligible activities include:

e Providing supportive services for residents, primarily focused on case management and service coordination to access
programs from other key agencies and local service providers, with two goals in mind: 1) moving affected residents along the
spectrum of self-sufficiency; and 2) promoting health, safety and education;

e Relocation assistance costs, including mobility/relocation counseling over multiple years, vouchers, reasonable moving costs,
and security deposits. Previous efforts have shown that families relocating from high poverty neighborhoods need well-
designed relocation plans with mobility counseling and relocation cost coverage to maximize their relocation opportunities;

e Critical community improvements based on challenges identified during the planning process to enhance the neighborhood
outcomes. Such projects include economic development activities (construction cost write-downs for commercial business
such as a grocery store; loan and grant programs for existing commercial businesses; facade improvements; revolving loan
funds for business attraction and retention), programs to improve housing in the surrounding neighborhood (loans or grants
to existing homeowners for property repair), and open space and community parks (acquisition of underutilized land for new
parks, community gardens or community facilities and expansion of existing facilities to better serve the community);

e Endowments, reserves or revolving loan funds for ongoing operating and capital needs and for resident services; and

e Rehabilitation, redevelopment or development of affordable housing, including foreclosed or vacant properties.

With fiscal years' 2010-2013 Choice Neighborhoods funding, the Department awarded 13 Implementation Grants in the amount of
$350.95 million. As grantees continue to implement their multi-year transformation plans, they have already established
partnerships and secured other funding. One recent highlight includes a fiscal year 2013 Implementation Grant awarded to co-
grantees the Housing Authority of the City of Pittsburgh (HACP) and the City of Pittsburgh to revitalize the Hamilton-Larimer public
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housing complex and East Liberty Gardens, a HUD-assisted housing complex. They are replacing all 155 original units and building
an additional 97 market rate and 82 Low Income Housing Tax Credit (LIHTC) units on adjacent vacant land and in the core of the
neighborhood where there is a need for smaller, in-fill development. All funding for the first phase of development has been
committed to the project, including $56 million from other public and private resources.

The Larimer/East Liberty neighborhood is located in the heart of the East End of Pittsburgh, three miles from downtown. The
neighborhood is adjacent to emerging businesses and development, including the revitalized East Liberty business district - a hub for
IT businesses including Google. Through strategic acquisition of properties, HACP, the City and their partners will draw this economic
activity from the edges into the core of the neighborhood along a central corridor. These economic development activities will create
at least 10 new business start-ups and expansions and 20 permanent jobs, leveraging new mixed-use development that will bring
more than 1,200 new jobs to the area and 400,000 square feet of new office space as well as a transit oriented development project
that is renovating and expanding the public transit center in the neighborhood. The restoration of the neighborhood is a priority for a
wide range of stakeholders, including the City, the Urban Redevelopment Authority, Carnegie Mellon University, the University of
Pittsburgh and other key partners, demonstrated by over $117 million in leverage.

Planning Grants

Planning Grants assist communities in identifying needs and then developing neighborhood transformation plans intended to meet

those needs. Importantly, funds enable grantees to build the support structure necessary for implementation, in part by increasing
grantee capacity to undertake a comprehensive planning process that incorporates a broad base of community stakeholders. From
fiscal year 2010 through fiscal year 2014, the Department awarded 63 Planning Grants totaling $20.1 million.

The assessment of local conditions and options, which is central to the comprehensive community planning process, leads directly to
partnerships focused on particular community needs. This approach allows Planning Grants to generate immediate action in addition
to paving the way for the successful implementation of large-scale neighborhood transformation plans. For example, the City of
Columbus, Columbus Metropolitan Housing Authority, and The Ohio State University, through their dynamic partnership “Partners
Achieving Community Transformation (PACT)"” received a fiscal year 2011 Planning Grant that has led to several significant
successes. The Planning Grant positioned the Housing Authority to successfully compete for a Choice Neighborhoods Implementation
Grant. The Housing Authority was awarded a fiscal year 2013 Implementation Grant to realize their plan, which includes the
development of 449 mixed-income housing units. The planning and implementation efforts have leveraged more than $180 million in
public and private sources — including a $34.5 million commitment from the City of Columbus to be invested in homeownership
finance programs, significant infrastructure improvements, streetscape and fagade improvements, small business loan programs, and
the construction of a new state-of-the-art aquatic center. This planning effort has also led to a $10 million commitment from The
Ohio State University that will establish a new adult education center to provide 130 participants annually with training and
certification opportunities in various medical health professions.
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For fiscal year 2016, the Department will structure the planning grants announcement to allow planning grantees the option of
accomplishing additional tasks with a “Planning and Action” Grant. These would be larger grants (up to $3 million) that would
enable recipients to better bridge the transition from planning to implementation. The current Planning Grants are dedicated to
planning activities and are not used for any services, programs, or physical improvements. Planning and Action Grants, however,
would allow grantees to not only plan but to tackle some ‘early start’ projects in the neighborhood to establish momentum.
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3. Why is this program necessary and what will we get for the funds?

The spatial concentration of poverty remains a serious challenge for poor families and children in accessing opportunities and moving
up the economic ladder. Where a poor family lives dramatically affects their life opportunities. For example, concentrated poverty
exacerbates the housing-jobs imbalance through which residents of poor neighborhoods are isolated from opportunities for
employment and advancement because of distance or poor access to transportation.

The HOPE VI, Homeownership Zone, and Empowerment Zone programs revealed that coordinated area-wide employment of federal
resources with local planning and decision-making can transform and improve entire neighborhoods and communities. Choice
Neighborhoods builds on this knowledge and brings together resources in a way no other federal program does. Existing programs
do not provide sufficient funding to redevelop severely distressed public and HUD-assisted housing, while also directing attention to
the people and broader neighborhood. The Choice Neighborhoods approach links multiple HUD program efforts and multi-
Departmental efforts that will provide a comprehensive framework, build on existing successes, provide strong positive outcomes for
families and communities, and reduce related program costs.

According to the 2008-2012 American Community Survey (ACS) data, 13.6 million people live in “extreme poverty” census tracts,
where the poverty rate exceeded 40 percent. Neighborhoods of extreme poverty differ dramatically across multiple factors, including
the economic health and vitality of the broader metropolitan economy; the proximity of the community to areas of employment
(e.g., downtowns) or transportation infrastructure; and the scale and condition of subsidized housing. Moreover, the concentration of
poverty has a consistent negative effect on the residents of the community. The Pew Charitable Trusts’ Economic Mobility Project
research shows that one of the most important factors in determining whether children will do better financially than their parents is
not their family’s economic status, but whether or not they grow up in a high-poverty neighborhood. Further, it is possible to predict
health, economic, and educational outcomes of children, not on their talents, abilities or how hard they work, but on where they live.
Choice Neighborhoods is designed to change these outcomes and allow residents of these communities to reengage in the economy.

The Department estimates that approximately 105,000 units (81,910 public housing and 22,275 HUD-assisted housing units) are
severely distressed and located in distressed neighborhoods. This number considers the age, size and physical condition of the
public and HUD-assisted housing projects and includes distressed units that are located in neighborhoods of concentrated poverty.
In order to reach these units, the Choice Neighborhoods program spurs large-scale projects that leverage millions of dollars in
additional private and public investment as part of comprehensive, locally determined neighborhood transformation plans, rebuilding
not just the housing, but the neighborhoods that have suffered due to the deteriorated housing.

Without Choice Neighborhoods, communities across the country will be substantially hindered in their ability to implement
transformative changes. As seen in the HOPE VI program, this funding provides a starting point to bring in significant amounts of
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leveraged funds. Over the course of the HOPE VI program, HOPE VI provided $6.1 billion in federal funds to sites all over the
country, which will ultimately leverage an additional $13.5 billion.

The Department commissioned a Capital Needs Assessment (CNA) study to update the data on the estimated needs of public
housing units. The 2010 CNA study estimated the level of immediate needs and needs over a 20-year period accrued annually based
upon assessment of a statistically valid sample of public housing developments. The study places the existing need, or backlog, at
up to $26 billion and annual accrual need at $3.4 billion. Choice Neighborhoods is one of the only programs in the federal
government that provides funding for the transformation of distressed housing in high-poverty neighborhoods. As demonstrated
through the fiscal year 2013 Choice Neighborhoods application process, where 96 applications were submitted for the $113.7 million
of fiscal year 2013 funding available, there is a great demand for this type of federal assistance.

Promise Zones Initiative

The Choice Neighborhoods program contributes to the President’s Promise Zones initiative, which will help revitalize 20 of America’s
highest-poverty communities by creating jobs, attracting private investment, increasing economic activity, expanding educational
opportunity, and reducing violent crime. For children, growing up in high-poverty neighborhoods is a stronger predictor of
downward economic mobility than parental occupation, education, labor force participation, and other family characteristics
combined. The research suggests that the negative consequences of growing up in a low-income family are compounded when
growing up in a neighborhood of concentrated poverty. The Departments of HUD, Justice, Education, Treasury, Health and Human
Services, and other federal agencies work together closely under the Ladders of Opportunity and Promise Zones initiatives, co-
investing, and pooling their expertise to support local communities in developing and obtaining the tools they need to revitalize
neighborhoods of concentrated poverty into neighborhoods of opportunity. One immediate achievement has been to align federal
resources to target neighborhoods where the funding can have the most impact. In conjunction with the Department of Justice,
their public safety plan to reduce violent crime, illegal drugs and gang activity in the neighborhood. HUD and the Department of
Education have already coordinated Notice of Funding Availability (NOFA) language to ensure that Choice Neighborhoods and
Promise Neighborhoods contain mutual incentives for localities to focus on the entirety of interconnected needs in target HUD is
providing the first class of Choice Neighborhoods Implementation Grantees with additional funding to focus on enhancing
communities, and ease the burden of gaining access to resources necessary to carry out comprehensive efforts. The Department of
Health and Human Services has also provided bonus points in some of its grant competitions to communities that have received a
Choice Neighborhoods grant to further advance improvements to resident health. To date, three Choice Neighborhoods are included
in areas designated as a Promise Zone and three more are in areas named as finalists. Also, nine of the communities funded by a
Choice Neighborhoods grant have received a Promise Neighborhoods grant from the Department of Education, and eight of the
communities have also received a Byrne Criminal Justice Innovation grant from the Department of Justice.
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4. How do we know this program works?

HOPE VI, the predecessor program to Choice Neighborhoods, is one of the most analyzed federal housing programs, with studies
examining issues ranging from development conditions, property values and neighborhood effects to resident outcomes in
employment and health. HUD's Office of Policy Development and Research created a 2003 report, “Interim Assessment of the HOPE
VI Program Cross-Site Report,” which found that after 10 years, the first round of HOPE VI grants resulted in sites that had been
redeveloped from 100 percent public housing to mixed-income neighborhoods. The program resulted overall in: a substantial
improvement in housing quality; better site management (as evidenced by well-maintained common areas and substantially lower
vacancy and turnover rates); a reduction in crime; and increased availability of supportive services and community facilities
(including childcare, Boys and Girls Club programs, medical clinics, and office space for case managers and supportive services
providers).

A study by the Urban Institute estimated that transforming a 700-unit project with new mixed-income housing, and using vouchers
to help some residents relocate elsewhere, could save an estimated $3.9 million a year in federal housing subsidies while serving the
same number of very low-income families’. The same redeveloped project could also boost surrounding home values and generate
local tax revenues of $6.5 million over a 20-year period. These estimated savings could be generated because HOPE VI projects are
less expensive to operate (through physical improvements, reductions in vandalism, and increases in occupancy rates). Additionally,
HOPE VI redevelopment resulted in improved physical conditions (lower vacancy rates, reduced crime, and lower operating and
capital costs); better quality of life for residents for both those relocated and those living in redeveloped properties (increased
needed services, improved health, higher rates of employment and earnings); and surrounding neighborhood improvements
(increased property values leading to increased local property tax revenue).

Leveraging

The dollars, expertise, and other resources leveraged under Choice Neighborhoods demonstrate the transformative impact of the
program. Grantees leverage funds from state, local and private sources as well as other HUD and federal programs, including the
Low-Income Housing Tax Credit (LIHTC) program, New Markets Tax Credits, Promise Neighborhoods, HOME Investment
Partnerships (HOME) program, and the Community Development Block Grant (CDBG) program. The fiscal years’ 2010-2013 Choice
Neighborhoods grants leveraged $2.65 billion of investments in those neighborhoods. For every $1 in Choice Neighborhoods
Implementation funding, an additional $7.15 is leveraged. As we have seen with our existing grantees, they continue to attract
leverage even after the Choice Neighborhoods grant has been awarded. For example:

- The Seattle Housing Authority, an Implementation Grant recipient, received funding from both the Gates Foundation and JP
Morgan Chase to further enhance implementation of their plan. The grant from the Gates Foundation expands the

! Estimating the Public Costs and Benefits of HOPE VI Investments: Methodological Report (June 2007)
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partnership with Seattle University to improve education initiatives for the children that attend the nearby elementary school,
which historically has been a low-performing school. The funding from JP Morgan Chase, combined with Choice grant funding
and support from the City of Seattle, is building a much-needed “hill climb” to connect the public housing site with the Little
Saigon business district located nearby, down a steep hill.

- In New Orleans, HUD's initial investment of $4,500,000 into the People Component of the Transformation Plan will support
the provision of a comprehensive service strategy and will be further supported by an additional $14.6 million in new and
existing services to provide families with pathways to self-sufficiency and economic mobility for the long-term. The leveraged
dollars represent an array of local partners that have committed to providing job training and placement opportunities,
enrichment activities for children and youth, adult education, physical and mental health services, and other critical programs
necessary for families to succeed. Key partners include: City of New Orleans Job One, Total Community Head Start, YMCA,
Home Builders Institute, Good Work Network, Tulane Health Center, Partners for Youth Development, the arts community,
and many others. New commitments received since the grant award include $120,000 from the W.K. Kellogg Foundation and
$60,000 from J.P. Morgan Chase for critical programs supporting children and youth and has served as an advisor on youth
engagement and education strategies.

Some early outcomes include:

o 708 of 887 residents receiving case management resulting in direct access to local resources and tailored individual
and family intervention

o 43 youth participating in youth development activities in 2014 resulting in readiness for college and career
opportunities

o 23 residents hired into Section 3 positions

o 21 residents completed job training in 2014, including 9 that completed core training in carpentry or electrical work
through the National Center for Construction Education and Research

o Graduation rate increased to 85 from 79 percent the previous year
o Students at or above Grade Level according to state mathematics assessments — increased from 34.3 to 60.0 percent

o Students at or above Grade Level according to state reading or language arts assessments - increased from 40.7 to
74.0 percent.
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Partners and Stakeholders

By expanding the pool of eligible grant applicants to include local governments, PHAs, assisted housing owners, designated
Community Development Corporations (CDCs), and other for-profit and nonprofit entities and by linking other federal, state, and
local funds to Choice Neighborhoods grantees, the spectrum of stakeholders working to improve outcomes as part of Choice
Neighborhoods has increased. In engaging other federal partners and additional applicants, Choice Neighborhoods has tapped new
constituencies needed to successfully execute comprehensive neighborhood transformation including non-profit and for profit
housing developers, financing sources, foundations, human service and community development organizations across the country
with proven capacity and the demonstrated ability to lead and support needed public-private partnerships. In addition, over 35
major public and assisted housing organizations joined together to form the Choice Neighborhoods Coalition in early 2011 to support
authorizing legislation for the program. To date the Choice Neighborhoods program has been authorized through annual
appropriations under the HOPE VI statute (section 24 of the U.S. Housing Act of 1937, as amended). As such, the Department
continues to seek authorizing legislation to formally establish the program.

Current Evaluations and Research

HUD is currently conducting an implementation evaluation for the first five Choice Neighborhoods Implementation Grantees through
a contract with the Urban Institute. This project is also establishing baseline conditions in these five sites to support a more in-depth
follow-up evaluation from 2017-2020. The 2013 interim report “Developing Choice Neighborhoods” describes the implementation
efforts across each site, analyzing the development of each Transformation Plan. The Urban Institute’s preliminary analysis suggests
that Choice Neighborhoods has played an important role beyond the funding that it provides, stating that Choice Neighborhoods
appears to be broadening the groups of stakeholders involved in redevelopment. The report not only highlights the significant level
of coordination needed across a diverse set of stakeholders, but also acknowledges that grantees with high levels of local
government involvement (particularly when a local government serves as a grantee or implementation partner) are better positioned
for success. Finally, this report acknowledges the contextual differences between each implementation site, noting that outcomes
will subsequently be unique to each locally driven implementation effort.

In fiscal year 2016, the HUD's Office of Policy Development and Research (PD&R) office is requesting $2.4 million for the next phase
of the evaluation.

In addition, HUD has awarded four small research grants for aspects of Choice Neighborhoods not fully addressed by the Urban
Institute project. For example, these grants support case studies of Choice Neighborhoods Planning Grants and the development of
sophisticated databases to demonstrate implementation grant outcomes. HUD, working with other agencies across the Federal
government, is also exploring ways to strengthen data capacity and conduct rigorous evaluations to understand the impacts of
Promise Zones and other important cross-sector initiatives designed to improve outcomes for high-poverty communities and
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individuals living in those communities. A key focus will be on utilizing reliable administrative data sources at the Federal, State, and

local level for measuring common outcomes across multiple sites, an approach that can enhance the quality of the evaluations while
minimizing their costs.

5. Proposals in the Budget

e Continued use of prior year funds. The Budget proposes allowing prior year Choice and HOPE VI funds to continue to be
available notwithstanding HOPE VI sunset date (Sec. 239).

e Optional Main Street Housing Grants funding. This provision amends permanent law in Section 24(n) of the Housing Act of
1937 and Section 403 of the HOPE VI Program Reauthorization and Small Community Mainstreet Rejuvenation and Housing
Act of 2003, and makes directing up to 5 percent of funding in this account to the Main Street Housing Grants program
optional, not required (Sec. 258).

e HOPE VI recaptures for Choice Neighborhoods purposes. The Department requests authority to re-purpose no-year HOPE VI funds

that have been recaptured through the grant close out process to make Choice Neighborhoods awards since no new grants are
being awarded under the HOPE VI program (account language).
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Budget Activity

Choice Neighborhoods
Grants

Technical Assistance ..

Transformation
Initiative (transfer)
Total

PUBLIC AND INDIAN HOUSING
CHOICE NEIGHBORHOODS
Summary of Resources by Program
(Dollars in Thousands)

2013 2015 Budget 2014
2014 Budget  cCarryover 2014 Total 2014 Authority/ Carryover 2015 Total
Authority Into 2014 Resources obligations Request Into 2015 Resources
$90,000 $116,595 $206,595 $125,511 $80,000 $81,084 $161,084
90,00 116,59 206,59 125,511 80,00 81,08 161,08
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PUBLIC AND INDIAN HOUSING
CHOICE NEIGHBORHOODS
Appropriations Language

The fiscal year 2016 Budget includes proposed changes in the appropriation language listed and explained below. The language
proposed in fiscal year 2016 is italicized and underlined, and language proposed for deletion is bracketed.

For competitive grants [under the Choice Neighborhoods Initiative (subject to section 24 of the United States Housing Act of 1937
(42 U.S.C. 1437v), unless otherwise specified under this heading),] for transformation, rehabilitation, and replacement housing
needs of both public and HUD-assisted housing and to transform neighborhoods of poverty into functioning, sustainable mixed
income neighborhoods with appropriate services, schools, public assets, transportation and access to jobs, [$80,000,000]
$250,000,000, to remain available until September 30, [2017] 2018: Provided, That grant funds may be used for resident and
community services, community development, and affordable housing needs in the community, and for conversion of vacant or
foreclosed properties to affordable housing: [Provided further, That the use of funds made available under this heading shall not be
deemed to be public housing notwithstanding section 3(b)(1) of such Act:] Provided further, That grantees shall commit to an
additional period of affordability determined by the Secretary of not fewer than 20 years: Provided further, That grantees shall
undertake comprehensive local planning with input from residents and the community, and that grantees shall provide a match in
State, local, other Federal or private funds: Provided further, That grantees may include local governments, tribal entities, public
housing authorities, and nonprofits: Provided further, That for-profit developers may apply jointly with a public entity: Provided
further, That for purposes of environmental review, a grantee shall be treated as a public housing agency under section 26 of the
United States Housing Act of 1937 (42 U.S.C. 1437x), and grants under this heading shall be subject to the regulations issued by the
Secretary to implement such section: [Provided further, That of the amount provided, not less than $50,000,000 shall be awarded to
public housing authorities:] Provided further, That such grantees shall create partnerships with other local organizations including
assisted housing owners, service agencies, and resident organizations: Provided further, That the Secretary shall consult with the
Secretaries of Education, Labor, Transportation, Health and Human Services, Agriculture, and Commerce, the Attorney General, and
the Administrator of the Environmental Protection Agency to coordinate and leverage other appropriate Federal resources: [Provided
further, That no more than $5,000,000 of funds made available under this heading may be provided to assist communities in
developing comprehensive strategies for implementing this program or implementing other revitalization efforts in conjunction with
community notice and input: Provided further, That the Secretary shall develop and publish guidelines for the use of such
competitive funds, including but not limited to eligible activities, program requirements, and performance metrics:] Provided further,
That unobligated balances, including recaptures, remaining from funds appropriated under the heading "Revitalization of Severely
Distressed Public Housing (HOPE VI)" in fiscal year 2011 and prior fiscal years may be used for purposes under this heading,
notwithstanding the purposes for which such amounts were appropriated. (Department of Housing and Urban Development
Appropriations Act, 2015.)
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INFORMATION TECHNOLOGY FUND
2016 Summary Statement and Initiatives
(Dollars in Thousands)

Enacted/ Supplemental/ Total
INFORMATION TECHNOLOGY FUND Request Carryover Rescission Resources obligations outlays
2014 Appropriation ................ $250,000 $103,8562 e $353,856 $207,554 $246,441
2015 Appropriation ................ 250,000 149,011k . 399,011 337,000 298,000
2016 REqQUEST . vvviviei e 334,000 66,011¢ e 400,011 344,000 286,000
Program Improvements/Offsets ...... +84,000 -83,000 - +1,000 +7,000 -12,000

a/ This includes $9 million in recaptures of prior year obligations, and a $5 million transfer from S&E in 2014. It includes $21.3 million DME carryover and
$68.5 million O&M carryover.

b/ This figure includes $4 million in anticipated O&M recaptures. It includes $40.7 million DME carryover and $104.3 million O&M carryover. The carryover into
fiscal year 2015 includes $49.4 million of funding for the HUD Information Technology Service ("HITS") contract. These funds would ordinarily have been
obligated in August 2014, but were delayed due to ongoing contract negotiations that resulted in a savings of $7 million. All O&M carryover of fiscal year
2014 funds ($71.8 million), including this funding for HITS, was obligated in the first quarter of fiscal year 2015.

¢/ This figure includes $4 million in anticipated O&M recaptures. It includes $20 million DME carryover and $42 million O&M carryover.

1. What is this request?

In fiscal year 2016, HUD requests $334 million for the Information Technology (IT) Fund, an increase of $84 million over the fiscal
year 2015 appropriation. This request includes a one-time requirement of $60 million to fund the transition of HUD’s IT
infrastructure to new service providers, which will require HUD to operate both the old and new IT infrastructure environments
simultaneously for up to twelve months.

The request supports both Operations and Maintenance (O&M), and Development, Modernization, and Enhancement (DME). It
includes $286 million of two-year funding and $48 million of three-year funding.

The IT Fund provides funding for HUD’s IT infrastructure and systems, which support the entire Department, including all of HUD’s
mortgage insurance liabilities, rental subsidies, and formula and competitive grants. In addition to supporting HUD's existing
systems and other Departmental priorities, the requested IT Fund investment will generate the following outcomes:

e Modernization of HUD's financial management systems to bring the Department into compliance with Federal standards and
support transparent, efficient execution of its over $45 billion annual budget;
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Transition of HUD's IT infrastructure to a new environment through the HUD Enterprise and Architecture Transformation
(HEAT) project;

Conversion of HUD's IT infrastructure from vendor owned and operated to Government owned and operated;

Development and deployment of the electronic consolidated planning tool to manage plans required for the community
development grants;

Enhanced Departmental cybersecurity posture through compliance with the Federal information Security Modernization Act of
2014;

Compliance with the Federal Datacenter Consolidation Act;

Compliance with the Federal Shared Services Initiative;

Re-platforming (modernization) of FHA legacy (mainframe) mortgage systems;

An IT portfolio management tool to provide project management, Enterprise Architecture, technology/release management,
and vender management capabilities; and

Other priority investments as needed.

Fiscal Year 2016 Request in Detail

($ in Millions)

IT Fund FY 2014 FY 2015 FY 2016

Enacted Enacted Request
Operations & Maintenance $205 $250 $250
HEAT One-Time Transition Costs’ 60
Development, Modernization, and 45 24

Enhancement

Total $250 $250 $334

! This request, to fund the transition costs from the HUD Information Technology Services (HITS) contract to HEAT, is technically O&M, but because it is a one-
time cost and not a recurring O&M liability, it is listed separately in this table.

4-2



Information Technology Fund

Moving to a True Working Capital Fund

HUD is currently developing a Working Capital Fund implementation plan, the goal of which is to develop a roadmap that will allow
the Department to stand up a robust Working Capital Fund to improve the stability, accountability, transparency, and efficiency of
enterprise investments and services. The Department is evaluating various governance structures and funding mechanisms and
expects to finalize an implementation strategy in the coming months.

Operations & Maintenance (O&M)

These funds provide for the operations and maintenance of the current IT systems and applications, supporting the business and
administrative functions in HUD and the IT Infrastructure (servers, communication equipment and support, desktops, mobile
devices, enterprise licenses/intellectual property and all of the ancillary engineering, management and security) to make HUD IT
services efficient and compliant. These funds are allocated to the following IT Segments or functional areas, consistent with the
Federal Enterprise Architecture:
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O&M Funding by Segment

$ in Thousands

Acquisition Management $2,796 $1,618
Administrative Management 1,277 1,130 $1,131
Business Analytical Services 4,619 5,000 4,937
Controls & Oversight 5,481 5,160 6,580
Customer Relationship

Management 2,723 2,801 2,779
Data Management Services 1,446 1,274 1,454
Digital Asset Services 2,580 4,095 2,646
Financial Management 17,995 8,342 13,504
Grants Management 7,860 6,446 6,182
Human Resource Management 901 1,030 1,058
Information Technology 154,690 161,331 219,147
Mortgage Insurance 39,317 33,207 31,633
Planning and Budgeting 2,381 1,189 1,319
Public Affairs 3,819 3,441 3,406
Regulatory, Legislative, and 6,094 5,811 5,816
Enforcement

Subsidies Management 8,357 7,246 7,654
eGov Initiatives 1,650 879 693
TOTAL $263,986 $250,000 $309,939

The increase in the Information Technology Segment is to fund HUD's transition to a new IT infrastructure environment through the
HUD Enterprise and Architecture Transformation (HEAT) project.

Unlike many agencies, HUD's IT Infrastructure is completely outsourced (including hardware, telecommunications, data centers,
technical support, etc.) to outside vendors through the HITS contracts. These contracts, which are primarily supported by two
vendors, are not structured to provide HUD with details on costs or execution. The HEAT project, which began preliminarily in 2014,
will continue in earnest through 2016 and will separate out IT functions supported by these vendors (e.g., help desk, cloud
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computing, system integration, data center), allowing for the potential of more diversity in service providers and providing the
Department with greater insight into the cost drivers of its IT infrastructure. The HITS to HEAT transition also aims to improve HUD's
security, internal monitoring and management capabilities, and to reduce the per-FTE cost of its core IT infrastructure.

This will include:
e moving the current HUD data center (where all of HUD's applications and systems are stored and managed) to a shared-
service federal data center, or to cloud providers where feasible;
establishing a new IT help desk;
acquiring the services of a systems integrator;
purchasing of vendor owned IT infrastructure equipment;
enhancing the cyber security posture of the Department;
modernizing HUD legacy computing platforms (mainframes);
procuring wireless technology services; and
re-competing the support for desktops, laptops and devices.

HUD was the first Federal Department to completely outsource its infrastructure. Outsourcing shifts the burden of managing IT
infrastructure to the vendor and allows HUD to take advantage of emerging technologies in infrastructure and computing
capabilities, such as cloud services. However, when the Department is transitioning between vendors, the outsourced model
requires a transition period when both outsourced IT infrastructure environments are running simultaneously. In other words, the
outsourced model requires a “bump” in funding to support two environments and to pay both sets of vendors during the transition.

To the greatest extent possible, HUD intends to buy the IT equipment provided by our current vendors and to “lift and shift” that
equipment to the new data center. This will significantly reduce the risk of having applications fail as a result of migrating them to
the new data center. HUD has many legacy applications and platforms that are no longer supported by the original developers.

HUD will be procuring a systems integrator team as part of our transition to a new data center. Many of HUD's systems rely on
information from other HUD systems to properly function. The systems integrator will plan the optimal strategy for systems and
platforms to move into the data center. While our “lift and shift” process will not reduce the total number of applications and
systems on its own, the systems integration plan will be vital in developing a roadmap for how to eliminate, consolidate, and
upgrade systems without breaking integration points or taking critical functions offline.

HUD will take advantage of cloud technology as a part of our transition to a new IT infrastructure environment. During the

transition, we will be moving several applications to the cloud, such as email, Customer Relationship Management, components of
FHA Transformation, the Next Generation Management System (NGMS), and other new systems we have developed in recent years.
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Unfortunately, many of HUD’s legacy systems are not cloud ready because the technology is too old to be supported by most cloud
vendors.

Additionally, HUD will use this transition to take advantage of existing federal wireless contracts to provide wireless services. HUD
will award multiple contracts with multiple vendors to ensure employees have the best coverage for their local areas.

Other O&M Changes

The increase in Financial Management Segment O&M is to sustain the system interfaces with the Department of Treasury as part of
the New Core project. These interfaces are necessary to ensure the continued inter-communication between HUD’s program and
information systems with Treasury’s accounting processes. The elimination of the Acquisition segment is also due to the New Core
project, as HUD’s procurement systems will migrate to the Department of Treasury.

The decrease in Digital Asset Services O&M represents the completion of support to transition HUD paper records to digital assets.
This one-time cost in fiscal year 2015 will support the services needed to convert paper documents to digital documents.

Other O&M increases across the segments reflect the constrained resource environment in fiscal year 2015. The increases in fiscal
year 2016 will allow HUD to avoid further reductions in services (and potentially more downtime), reduce risks (systems will be
maintained instead of waiting to fix them if they break), and address changes for new legislative or regulatory requirements.

Development, Modernization, and Enhancement (DME)
DME Funding by Project

i$ in Thousandsi

New Core Financial Management $21,151
Grants Management eCon Grants Management 2,000
Planning Suite

HUDPLUS Information Technolo 910
TOTAL ﬂ $24,061
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New Core

In fiscal year 2016, HUD will implement Release 4 of New Core, the final stage of the first phase of the migration of our core
financial management and administrative systems and transaction processing to a shared services environment operated by the U.S.
Department of the Treasury’s Bureau of the Fiscal Service, Administrative Resource Center (ARC). This final stage will focus on the
migration of financial management and grants and loans processing to ARC.? Once this effort is complete, HUD will have an
integrated core financial system that will increase accuracy, speed, transparency, and accountability in financial management and
budgeting. This will enable HUD to quickly accommodate legislative changes in its financial system, and to make high-quality data
available to support managerial decision-making. Completion of New Core Phase One, in conjunction with NGMS, will enable HUD to
decommission HUDCAPS.

The completion of the first phase of the New Core project and the eventual decommissioning of HUDCAPS will produce several
tangible benefits for the Department. This funding will enable the Department to decommission up to 11 legacy systems between
fiscal years 2015 and 2017, in addition to HUDCAPS. Based on initial estimates, HUD's current O&M costs can be reduced by as
much as $100-120 million over ten years by decommissioning these legacy systems. By operating within ARC’s shared services
framework, HUD will be positioned to address JFMIP, FFMIA, OIG, and GAO compliance issues, audit findings, and material
weaknesses. New Core will also strengthen the Department’s system of internal controls and funds management. This will allow
HUD to address multiple OIG compliance issues and GAO findings that impact HUD's audit opinion.

Schedule for Completion: Development projected through fiscal year 2020

Grants Management eCon Planning Suite

The requested DME invested for the eCon Planning Suite is for an expansion of the suite to support other Federal Agencies’ planning
processes, such as, such as Department of Commerce (Economic Development Agency Comprehensive Economic Development
Strategy) or Health and Human Services (Community and Social Services Block Grants).

The eCon Planning Suite provides an online tool designed to support state and local grantees and the public to assess affordable
housing and community development needs and market conditions. It empowers it's users to make data-driven, place-based
decisions for HUD Program funds that are invested in local communities through their Consolidated Plans. By providing access to
better data and tools, and by creating an integrated planning and grants management platform, the eCon Planning Suite improves
needs assessment, strategic investment decision-making, and program outcome reporting.

2 previous releases in Phase One include the migration of HUD’s budgeting, accounting, financial management, Federal reporting, procurement, travel and
relocation, and time and attendance processing to ARC.
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With the proposed funds, HUD will perform a feasibility study to identify potential partners in other Federal agencies. Once partners
are identified, HUD will refine business and information technology requirements, and develop system enhancements to the eCon
Planning Suite to help other Agencies’ grantees better understand how disparate federal funds can be used together.

Schedule for Completion: HUD expects the feasibility and requirements analysis to be complete by the first quarter of fiscal year
2017, and planning and implementation to be complete by the first quarter of fiscal year 2018.

HUDPLUS

The HUDPLUS tool currently supports IT portfolio management and decision making. The tool has become the repository for the IT
Fund budget formulation submission, allowing HUD to objectively evaluate and rank IT projects and systems. HUDPLUS gives HUD
decision makers the insight they need to optimize the funds that are being spent on IT. These funds will add the project
management module to the portfolio module. With this module, HUD will be able to leverage a multitude of project data
(schedules/milestones, funding, acquisitions, risks) which will allow HUD to have a way to quickly, consistently, and seamlessly track
the progress of the HUD project. This tool will bring together multiple pieces of data to allow HUD Investment managers and
decision-makers to evaluate the status and health of the IT projects.

Schedule for Completion: The Project Management Module will be completed in September 2017.

Appendix: Description of IT Portfolio Segments

The Acquisition Management segment: Enables HUD to effectively manage the lifecycle (e.g., purchasing, tracking,
maintenance, and replacement/retirement) of the physical goods and contracted services it acquires in support of delivering its
services and executing its programs. The Acquisition Management segment includes goods acquisition, inventory control, logistics
management, and services acquisition.

The Administrative Management segment: Enables the IT that performs administrative and logistical services supporting the
entire HUD workforce/enterprise. The IT in this segment includes facilities, fleet and equipment management systems and tools,
help desk services, security management, travel and workplace policy development and management systems and tools.

The Business Analytical Services segment: Includes the tools and capabilities supporting the extraction, aggregation, and
presentation of information to facilitate decision analysis and business evaluation. The Business Analytical Services segment includes
analysis and statistics, visualization (geospatial), knowledge discovery, business intelligence and reporting.

The Controls & Oversight segment: Provides the tools that provide and promote the effective use of accurate, timely and
reliable information assessing the condition of the Department’s housing portfolio—serving both the Office of Public and Indian
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Housing (PIH) and the Office of Multifamily Housing (MFH). The systems provide information to inform decisions for efficient and
effective use of HUD’s program dollars to ensure safe, decent and sanitary conditions in affordable housing and assists

The Customer Relationship Management Services segment: Includes the tools and systems involved in planning, scheduling,
and controlling the activities between the customer and the enterprise, both before and after a product or service is offered. The
Customer Relationship Management Services segment would include tools that support call center management, customer analytics,
sales and marketing, product management, brand management, customer/account management, contact and profile management,
partner relationship management, customer feedback and surveys.

The Data Management Services segment: Includes capabilities that provide for the usage, processing and general
administration of information. The Data Management Services segment includes data exchange, data mart, data warehouse, meta
data management, data cleansing, extraction and transformation, loading and archiving, data recovery and data classification.

The Digital Asset Services segment: Defines the set of capabilities to support the generation, management, and distribution of
intellectual capital and electronic media across the business and extended enterprise. The Digital Asset Services segment includes
content management, document management, knowledge management, and records management.

The Financial Management segment: Includes the systems and tools that support the management of HUD’s financial
resources control and the flow of financial information across information systems. The Financial Management segment includes
accounting, funds control, payments, collections and receivables, asset and liability management, reporting and information, and
cost accounting/performance measurement.

The Grants Management segment: Includes the IT systems and tools that support the notification, submission, award, review
and completion of HUD's grant programs, including the large grant programs that support community development, the construction
and rehabilitation of homes, community structures and infrastructure, and other community revitalization and job creation efforts to
preserve community assets. This segment also supports HUD's programs that help communities prevent/end homelessness, provide
education and awareness programs on lead safety, counseling new home buyers and support fair and equitable housing programs.

The Human Resource Management segment: Includes the systems and tools that manage human resources strategy, staff
acquisition, organization and position management, compensation management, benefits management, employee performance
management, employee relations, labor relations, separation management, and human resources development.

The Information Technology segment: Includes the hardware, software, infrastructure and services (communications networks,

systems engineering, security services) to effectively provide IT capabilities that run the business and administrative applications as
well as the enterprise-wide capabilities (email, enterprise licenses, etc.) necessary to execute our mission. The Information
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Technology segment includes system development, lifecycle/change management, system maintenance, IT infrastructure
maintenance, information security, record retention, information management, information sharing, and system and network
monitoring.

The Mortgage Insurance segment: Provides automated operation of FHA mortgage insurance and housing financing functions,
including underwriting, participant performance, risk management, and financial and asset management. The systems in this
segment execute the operations of FHA and Housing programs that sustain homeownership and affordable housing.

The Planning & Budgeting segment: Includes the tools and systems that support budget formulation, capital planning,
enterprise architecture, strategic planning, budget execution, workforce planning, management improvement, budget and
performance integration, and tax and fiscal policy.

The Public Affairs segment: Includes the systems and tools that support the exchange of information and communication
between the federal government, citizens and stakeholders in direct support of citizen services, public policy, and/or national
interest. The Public Affairs segment includes customer services, official information dissemination, product outreach, and rule
publication.

The Regulatory, Legislative & Enforcement segment: Includes the tools and systems that monitor and oversee HUD
sponsored programs; developing regulations, policies, and guidance to implement laws; and developing and tracking, and
amendment of public laws.

The Subsidies Management segment: Includes the tools and systems that support the development and management of

programs that provide housing assistance to citizens including the rental of single-family and multifamily properties, and the
management and operation of federally supported housing properties.
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INFORMATION TECHNOLOGY FUND
Summary of Resources by Program
(Dollars in Thousands)

2013 2014
2014 Budget carryover 2014 Total 2014 2015 Budget Carryover 2015 Total 2016

Budget Activity Authority Into 2014 Resources obligations Authority Into 2015 Resources Request
Operations and

Maintenance .......... $205,000 $82,532 $287,532 $182,484 $250,000 $108,333 $358,333 $310,000
Development,

Modernization, and

Enhancement .......... 45,000 21,324 66,324 25,070 e 40,678 40,678 24,000

Total ............... 250,000 103,856 353,856 207,554 250,000 149,011 399,011 334,000
NOTES

1. Operations and Maintenance Carryover into 2014 includes $9.0 million in recaptures. Development, Modernization, and
Enhancement Carryover into 2014 includes $70 thousand in recaptures. All funds that are available for either O&M or DME
are included as O&M carryover.

2. Operations and Maintenance Carryover into 2015 includes $4 million in anticipated recaptures. All funds that are available for
either O&M or DME are included as O&M carryover.
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INFORMATION TECHNOLOGY FUND
Appropriations Language

The fiscal year 2016 President’s Budget includes proposed changes in the appropriation language listed and explained below. New
language is italicized and underlined, and language proposed for deletion is bracketed.

For the development of, modifications to, and infrastructure for Department-wide and program-specific information
technology systems, for the continuing operation and maintenance of both Department-wide and program-specific
information systems, and for program-related maintenance activities, [$250,000,000] $334,000,000, of which
$286,000,000 shall remain available until September 30, [2016] 2017, and of which $48,000,000 shall remain
available until September 30, 2018: Provided, That any amounts transferred to this Fund under this Act shall
remain available until expended: Provided further, That any amounts transferred to this Fund from amounts
appropriated by previously enacted appropriations Acts may be used for the purposes specified under this Fund, in
addition to any other information technology purposes for which such amounts were appropriated. (Department of
Housing and Urban Development Appropriations Act, 2015.)
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HUD TRANSFORMATION INITIATIVE FUND
2016 Summary Statement and Initiatives
(Dollars in Thousands)

Enacted/ Supplemental/ Total
TRANSFORMATION INIATIATIVE FUND Request Carryover Rescission Resources obligations outlays
2014 Appropriation ................ $40,0002 $21,916b e $61,916 $40,321 $121,930
2015 Appropriation ................ L€ 21,1924 - 21,192 19,543 47,000
2016 REQUEST +vvvvviernninnennnnnn 120,000e 1,649¢ . 121,649 60,000 49,000
Program Improvements/Offsets ...... +120,000 -19,543 - +100,457 +40,457 +2,000

a/ Fiscal year 2014 includes a direct appropriation of $40 million for TA, Research, and Demonstrations.

b/ Includes $0.410 million of actual recaptures in fiscal year 2014.

¢/ No fiscal year 2015 appropriations were provided for the TI account.

d/ Excludes $0.403 million of unobligated funds that expired at the end of fiscal year 2014.

e/ In fiscal year 2016, $120 million is requested to be transferred for TA, Research, and Demonstrations. All
Information Technology investments will be funded via the Information Technology Fund.

1. What is this request?

The 2016 Budget seeks authority for the Secretary to transfer up to $120 million from the program accounts listed below to the
Transformation Initiative (TI) Fund. The TI Fund supports the Department by increasing knowledge about the effectiveness of HUD’s
policies and programs on the ground, and by supporting HUD’s partners as they deliver housing and community development
programs locally. The TI Fund will be allocated as follows:

e $35 million for research, evaluations, and program demonstrations.

e $85 million for technical assistance (TA) and capacity building, including forms of assistance described under Sections 4(b)(1)
and 4(b)(2) of the HUD Demonstration Act of 1993, as amended. This includes training, education, support and advice to
community development corporations (CDCs) and community housing development organizations (CDHOs) as well as loans,
grants and general assistance to help these organizations carry out community development and provide affordable housing
activities for low- and moderate-income persons, as previously funded through the Self-Help and Assisted Homeownership
Opportunity Program (SHOP) account. This modified approach will enable HUD to better integrate technical assistance and
capacity building.

5-1



Transformation Initiative Fund

HUD proposes that this increase of $98 million over the fiscal year 2015 enacted level for research, demonstrations, and technical
assistance be provided via transfers from program accounts. HUD is requesting an increase for the following reasons: 1) the need
for greater investment in critical research, evaluations, and program demonstrations; 2) to expand the place-based model of
technical assistance; and 3) to provide capacity building for CDCs and CHDOs.

The TI's central concept is to make the Department’s investments increasingly coordinated, cost-effective, and impactful by
generating and communicating evidence in a cross-cutting way to those who need it. In fiscal year 2016, HUD will expand its focus
on providing place-based TA, which provides direct support to help a community improve its investment of HUD funding across
various programs and partners. For example, place-based TA fosters shared visions among multiple affordable housing providers in a
city, such as Public Housing Agencies (PHAs), CHDOs, city departments, local developers, and homelessness service agencies.

Outcomes of the TI Fund since its initiation in 2010 include:

e A foundation of evidence on the impact and effectiveness of HUD programs for determining HUD programmatic priorities
and investments.

o Effective and integrated delivery of HUD programs and services in local communities across the country.

e Strong CDCs and CHDOs that are leaders in providing and supporting affordable housing in their communities.

o (Cities and counties have the tools to develop and execute comprehensive strategies to improve their economic trajectory.
Proposals in the Budget:

e Evaluation Funding Flexibility Pilot. Expanded legislative flexibilities allowing funding for research, evaluation, and
statistical purposes that is unexpended at the completion of a contract, grant, or cooperative agreement to be
deobligated and reobligated for additional research, evaluation, or statistical purposes.

This justification presents the Department’s priorities for the TI research, evaluations, and demonstrations, followed by priorities for
technical assistance and capacity building.
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The table below provides the estimated transfers:

FY 2016

Treasury Estimated

Transformation Initiative Fund, Program Transfers | Account Transfers
Choice MNeighborhoods. ... 86-0349 1,900,000
Community Development Fund............ooo 86-0162 20,000,000
Fair Housing Activities . e 36-0144 538,600
Family Self SuffiCiency. ..o a36-0350 646,000
HOME Investment Partnerships Program. ..., a6-0205 8,056,000
Homeless Assistance Grants....... 86-0192 ]
Housing Counseling Assistance 86-0156 456,000
Housing for Persons with Disabilities (Section 811)................ 86-0237 1,345,200
Haousing for the Elderly (Section 202 ). 36-0320 3,458,000
Housing Opportunities for Persons with AIDS a6-0308 2523200
Lead Hazard Reduction..........o 86-0174 912,000
Mortgage Mutual Insurance Program Account a86-0183 1,322 400
Mative American Housing Block Grants..........ooo 86-0313 5,016,000
Project-Based Rental Assistance. ... B86-0303 20,000,000
Public Housing Capital Fund........ooo e 86-0304 14,972,000
Public Housing Cperating Fund............ccoooo e a36-0163 18,473,600
Rental Assistance Demonstration...........os 86-0406 380,000
Tenant-Based Rental Assistance. ..., 86-0302 20,000,000
= | 120,000,000

Research, Evaluations, and Program Demonstrations
2. What is this program?

The TI Fund provides a predictable, flexible stream of funding for high quality Research and Evaluation projects and Program
Demonstrations that will inform sound policymaking and effective program implementation. Such evaluation is essential for public
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accountability, as described below and as Congress has conveyed through statutes such as the Government Performance and
Results Act Modernization Act (GPRA Modernization Act).

Strategic investments in Research and Evaluation through TI build knowledge, provide public accountability, and inform policy to
increase efficiency and effectiveness of the Department’s existing programs. As explained in the following table (Figure 1), a well-
planned, rigorous, sustained, and effective evaluation program is possible only with sufficient and predictable funding such as HUD is
requesting through TI. The National Research Council’s 2008 evaluation of PD&R, “Rebuilding the Research Capacity at HUD,"”
pointed to the inadequacy of evaluation resources, limited to R&T, for informing the Department on how to invest program resources
with the greatest effectiveness, efficiency, accountability, and innovation. TI resources for program evaluation, research, and
ongoing development of performance metrics enable HUD to deploy scarce program resources in the most cost-effective way
possible.

The major Program Demonstrations funded through TI include components that employ scientific methods to rigorously test
program innovations. Demonstrations can be used to explore fundamental questions about housing market dynamics and their
impact on economic, social and environmental objectives. The demonstrations will improve programs, help State and local
governments, non-profits, and for-profit organizations develop more effective strategies for housing and community and economic
development, and improve the delivery and reduce the cost of public services.

The TI's research, evaluation and demonstration priorities are informed by HUD's "Research Roadmap 2014-2018," developed by
PD&R through an extensive consultation and prioritization process, as recommended by the National Research Council (NRC). HUD
is planning to refresh the Roadmap during fiscal years 2015 and 2016 to ensure that the research agenda continues to address
rapidly evolving housing and urban development challenges. The following table highlights how HUD’s proposed research funding
approach aligns with objectives of public accountability that numerous objective, bi-partisan organizations view as served only
through research and evaluation.
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Figure 1: TI Enables HUD’s Evaluation Practice to be Consistent with Current Best Practices

National Research Council (2008), “Rebuilding the ¢ PD&R should regularly conduct rigorous evaluations of all of HUD’s major
Research Capacity at HUD” programs

e HUD should engage stakeholders to identify research priorities

¢ Evaluation funding should be significantly expanded

e Program set-asides would be the best approach for funding the evaluation

program
American Evaluation Association (2013), “Evaluation e Conduct evaluations of public programs and policies throughout their life cycles
Roadmap for More Effective Government” and use evaluation to both improve programs and assess their effectiveness
(http://www.eval.org/d/do/472) « Stable, continuous evaluation funds should be provided through appropriations
or program fund set-asides.
Government Accountability Office (2014), “Program o Greater use of evaluation in decision making is associated with independent,
Evaluation: Some Agencies Reported that central evaluation offices, access to external expertise, and evaluation staff
Networking, Hiring, and Involving Program Staff Help expertise.
Build Capacity”
Coalition for Evidence-Based Policy e Many types of research [can] identify the most promising social
(http://coalition4evidence.org/) interventions....However,...evidence of effectiveness generally cannot be

considered definitive without ultimate confirmation in well-conducted
randomized controlled trials.

TI Research and Evaluation as well as Program Demonstrations strongly complement the Research & Technology (R&T) account.
The R&T account establishes the nation’s basic infrastructure of housing data, through regular surveys and data compilation as well
as basic research and dissemination in the areas of housing and community development. Not only do TI projects frequently rely on
the data supported by the R&T account, but R&T also funds dissemination of TI research to Congress and the public.

The lower level of research funding through a combination of TI and R&T resources for fiscal year 2015 is destabilizing HUD’s
evaluation planning and compromising a number of major evaluations and demonstrations previously initiated with TI resources.
Examples include potentially transformative investments such as the Pre-purchase Housing Counseling demonstration, the Rent
Reform demonstration, and the evaluation of Project-Based Rental Assistance transfer authority. After mandatory surveys were
funded through R&T, almost no discretionary, contracted research was possible, regardless of priorities established by PD&R
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stakeholders through the research roadmapping process. Research funding at the fiscal year 2015 level is turning HUD back toward
the role of operating large public programs without evidence. As the bipartisan editors of Moneyball for Government concluded,
“based on our estimate, less than one dollar out of every hundred dollars the federal government spends is backed by even the most
basic evidence.” The following exhibit provides such a comparison for PD&R research, evaluation, and demonstration resources.

The chart shows that public investment in housing and urban development research falls far below that one-percent level, even
including the mandatory survey research in R&T. A minimal benchmark of 0.25 percent of HUD’s budget authority for research

Research Funding for HUD's Office of Policy Development and Research Compared with Minimal
Evaluation Funding Benchmark, FY 2005-FY 2015

$140

<17n

Fiscal Year

would, as shown, average $115 million annually for the past 10 years. The $35 million in research funds requested through the TI

set-aside for fiscal year 2016 would, along with R&T funding of the data infrastructure, put HUD on a path toward greater evidence-
based accountability and operations.

On average during the past 10 years, only $1.17 has been invested in research per $1,000 of HUD program investments to assess
whether they are reaching their full potential or could achieve cost efficiencies. The minimal 0.25 percent benchmark implies it

1 Peter Orszag and Jim Nussle, eds. 2014.
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should be $2.50 of research per $1,000. This lack of federal investment to better understand the interaction of the socioeconomic
and built environments that so strongly define opportunities for American families and youth has clear implications about the
numerous challenges that persist in HUD’s policy domain.

Numerous public and private research organizations that could be considered a peer group for PD&R are funded much more
adequately, as shown in the following chart. For fiscal year 2016, the requested set-aside for TI will begin to restore HUD’s research
capacity to a range that is consistent with good government and a number of benchmarks, as shown below. The fiscal year 2016
total request for TI and R&T research reaches 0.19 percent (of HUD's fiscal year 2015 budget authority), about 50 percent greater
than the fiscal year 2015 ratio (when TI was unfunded), and 75 percent of the 0.25 percent benchmark. Moving toward best
practices and parity for HUD research funding will better reflect the extent to which the other policy domains shown intersect with
HUD programs and would benefit from greater integration of HUD’s place-based insights into research and evaluation.

Benchmarks for Evaluation Setasides and Research Organization Funding as a Percentage of Program Resources

0% 1% 2% 3% 4% 5% 6% 7%
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TI is already enabling path breaking research, evaluation, and program demonstrations that are beginning to yield crucial evidence
for better program effectiveness. Detailed information on TI Research and Demonstration projects already underway can be found at
this website: http://www.huduser.org/portal/about/trans init.html. TI research studies with important findings that will be released
in fiscal year 2015 include the Family Options study, which is scientifically showing the impact of different interventions to address
family homelessness; the Housing Choice Voucher Administrative Fee study, which rigorously demonstrates the costs associated with
efficient program administration; research on Native American housing needs and programs; and early findings from Choice
Neighborhoods, among others.

3. Why is this program necessary and what will we get for the funds?

Continued authority for TI will enable HUD to accelerate and sustain its evolution into a fully efficient, effective, and accountable
agency. The TI Fund enhances the value of the federal resources invested in the Department’s programs. The coordinated approach
made possible by TI enables the Department to improve effectiveness by better deploying information through an iterative process
that continually builds on prior accomplishments and lessons learned.

PD&R proposes to select from the following Research and Evaluation projects and Program Demonstration projects for funding in
fiscal year 2016. Estimated budgetary costs for projects are shown, but the final project selections will be made upon funding
enactment, based on updated cost estimates and agency priorities. HUD will notify Congress of significant deviations from these
priorities through HUD’s annual operating plan.
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Summary of PD&R FY 2016 TI Research, Evaluation, and Demonstration Projects Under Consideration

Funding HUD Strategic Goal
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Project Title Summary Description
A number of new approaches toward long-term
recovery are being tested in response to Hurricane
Sandy. This research will document those efforts
Accelerating and from that rese_arch use Iess“ons Iearnet_:l to
. develop a mechanism, such as “programs in a
Post-Disaster ,, . .
. box,” that makes it possible for local governments $2,000 ) ° °
Community - .
to estimate post-disaster needs more accurately,
Recovery X .
and roll out disaster recovery to stricken
communities more effectively in addition to
enhancing federal guidance and support for
community planning before disasters.
Assessing the Will inform policy on critical post-foreclosure
5Ing recovery efforts. Examines eligibility rules and
Effectiveness of e . .
mortgage modification protocols; alternatives to
Mortgage ] - ) $1,000 ° °
o D Net Present Value; and restoring borrower equity
Modification o . C
through principal reductions or principal
Protocols
forbearance.
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Funding HUD Strategic Goal
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Project Title Summary Description T o
Research will explore impact of Qualified Mortgage
Assessing the (QM) rules on the FHA and the GSE's to assess the
Impact o!:i” need for new policies or programs from FHA.
Quaplifie d Research will address whether non-QM lending $1,000 ° °
Mortgage Rules could become a new subprime market and
gag whether FHA might be able to better serve the
non-QM borrowers at lower costs.
. Pay-for-Success --a model of partnering with
::s?:::fgutcllzss philanthropic and private sector investors to
Moydel in the incentivize better outcomes at lowers costs-- and
Affordable other impact investing tools may have applicability
Housing and to HUD's policies and programs allowing for a $500 ° ° ° °
Commugnit higher rate of return on taxpayer investments.
Develo mZnt This study will provide an in-depth review of the
Field P PFS and other impact investing tool models and
’ their feasibility for application in HUD's programs.
In 2010, Congress appropriated all technical
Assessment of assistance for HUD programs in a single account
HUD Technical allowing for a more coordinated, strategic
Assistance to approach to delivering technical assistance. Study $900 ° ° ) °
Program will assess the effectiveness of the technical
Grantees assistance provided by HUD under this coordinated
model across several measures.
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Funding HUD Strategic Goal
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Assessing How Study will assess PHA efforts to combine
PHA Mergers and . . . S
. administrative functions or jurisdictiona
Consortia . S .
. boundaries, such as consolidating programs into a
Realize o -2 $500 °
. new PHA, establishing consortia, jointly
Economies of = X IEET
. contracting inspections, or erasing jurisdictiona
Scale in - o -
. boundaries to eliminate portability.
Operations
Utility benchmarking is the process of tracking and
Benchmarking of | assessing building utility consumption and
PHAs and MFHs greenhouse gas (GHG) emissions against those of
using the similar buildings. This research will explore $250 . . o
ENERGY STAR lessons learned and outcomes for public housing
Portfolio authorities and other HUD multifamily properties
Manager Tool when benchmarking via EPA’s Energy Star
Portfolio Manager.
Choice
Neighborhoods: | In FY 2014, HUD completed an implementation
Exploring the study of five Choice Neighborhood sites in Boston,
Impact of Chicago, New Orleans, San Francisco, and Seattle. $2,400 R R R
Investment on This study will assess the outcomes of the !
Family and completed Choice Neighborhood investments in
Neighborhood the same five sites.
Outcomes
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Funding HUD Strategic Goal
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. Leveraging improved data and recent program
(S:zgl?c?nggsts of evaluations, this study will analyze the
Fe deraly Rental comparative costs of providing a unit of housing
Housin with various housing subsidy programs. Research $2,400 ° °
Assistaﬂce will also examine subsidy layering and the
Programs characteristics of cost-effective housing subsidy
9 programs.
gs:;g::i';'l;’e Provides an outcome assessment of two major
Grants: block grant programs that can be difficult to
. evaluate as a whole. Allows researchers to apply
Assessing the for fundi he rel q $2,500 ° ° ° ° °
Impacts of CDBG or funding to measure the relevance and
and HOME effectiveness of particular eligible activities in each
Eligible Activities | P"°9@™"
This process evaluation will examine how Promise
Creatin Zone grantees leverage federal grant resources to
Effe ctivge achieve a range of outcomes related to creating
Promise Zones: ]obbsl,_ expffandln_g economic security, ::ri':npglmt/)llng $3,200 . . .
A Process mJ@QeMWm%$@mw$maora¢_
Evaluation housing, and expanding education opportunities.
This study will include the 15 designated urban
sites through round 3 of the program.
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Funding HUD Strategic Goal
] - o
88| 2| g| S5 | § E| 38| 8
o 7] g | £¢ 2| 926 | °= g
ta) E| 2| 9 oE | EE | EE| S
£y | 8|2 5o 53| 92| 52| &
=R 2 2| 3c o | o2 | £E s
EE| 3| 8| g8 | BT | T | SE| 5
[ «n £E3 | £ 8| GO
o w (<)== < &)
Project Title Summary Description T
Energy Performance Contracting (EPC) is an
. innovative financing technique designed to provide
Evaluation of . L
customers with cost-effective improvements —
Energy -
energy conservation measures (ECMs) — that are
Performance . . ) . $400 °
. installed without up-front expenditures. This
Contracts in - . )
Public Housing baseI|_ne resea_rch will aII_ow exp_loratlon of_ 'Fhe cost-
benefit analysis for public housing authorities that
have executed an EPC.
FY 2012 Consolidated Appropriations Act provided
HUD with the authority to transfer PBRA subsidies
Evaluation of from currently assisted properties to different
PBRA Transfer properties. This phase of the evaluation will $1,100 ° °
Authority examine the impact of these transfers on the cost-
effectiveness of the subsidy as well as the physical
and financial condition of the subsidized stock.
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Funding HUD Strategic Goal
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Project Title Summary Description T
HUD's 2014 Point-in-Time Count identified 45,205
unaccompanied homeless children and youth
(defined as single individuals, aged 24 or younger
experiencing homelessness without a parent or
Evaluation of guardian) experiencing homelessness on a single
Programs night in January 2014. This study, which would be
Ser\sl’in conducted in phases in partnership with the U.S. $2,500 ) °
Homelgess Youth Department of Health and Human Services, will
explore available housing models for serving
youth, including programs funded by both HUD
and HHS, and assess the extent to which a
rigorous evaluation, using either an experimental
or quasi-experimental design, might be feasible.
Evaluation of
:ﬁﬁg::eioz HUD is conducting a demonstration of enhanced
Service service coordination for low-income elderly
Coordination/W residents |_||1I HUD-asss’lc)ed pl_ropertlde§. I':'hls funding $3,000 . . . .
eliness Nurse request wi suppo_rt a baseline and follow-up
Demonstration survey with participants as well as multi-year
in Existing access to the needed Medicare and Medicaid data.
Housing
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Funding HUD Strategic Goal
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Project Title Summary Description T
Under Section 4 of the HUD Demonstration Act of
1993, Congress provides grants to national
Evaluation of community development intermediaries to
Section 4 enhance the capacity community development
Capacity corporations and community housing development $1,800 .
Building and organizations. This evaluation will examine the !
Rural Capacity extent to which organizations assisted by the
Building intermediaries have significantly expanded their
community development and housing activities
after receiving assistance.
This demonstration provides funding directly to
Evaluation of the | states to integrate people with disabilities into the
Section 811 community and provide supportive health services
Project Rental where they live. This FY 2016 request will build on $2,500 ° °
Assistance previous Congressional investment to provide a
Demonstration 24-month follow-up survey that measures
outcomes of the program participants over time.
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Funding HUD Strategic Goal
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Project Title Summary Description
This body of work will provide research on
. expanding housing opportunity through innovative
Elxpa|_1d|ng building technology. Research will focus on
ousing . . = o g
. incorporating resilient construction in building
Opportunity ; o . o $1,550 °
- codes, pre-disaster mitigation, residential disaster
through Building . . ) X
Technology re5|stanc¢, and adopting eljhanced ms’FaI!atlon and
construction management into new building
technologies.
HUD annual apportions approximately $2.4 billion
in utility allowances within the Housing Choice
Impact of Voucher program, but rent reasonableness and
Energy Efficiency | payment standards are local policy choices that
on Rent impact the gross rents in the program. This study $900 .
Reasonableness | will analyze a representative sample of local rent
and Payment reasonableness and payment standard schedules
Standards to better understand how to achieve a cost-
effective HCV program along with energy-
efficiency.
Impact of Real Focusing on the FHA portfolio, this study will
Estate Owned explore the merits of REO disposition individually
. $1,000 ° °
Properties on through real estate agents to owner occupants
Neighborhoods versus bulk sales to investors.
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Funding HUD Strategic Goal
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Credit has tightened significantly since the end of
Impacts of Tight the housing boom, but little data on the effects of
pa 9 this trend is available. This study will assess the $1,000 °
Credit Markets . . .
trends in lending as well as changes in the pool of
potential homebuyers.
In light of new generations of FICO scores and
Improving other alternative scoring methods, this research
Access to Credit | will explore the impact on borrowers, coverage of
by the new methods, and the role of nhew methods in $1,000 .
Understanding supporting increased homeownership for !
Alternative creditworthy borrowers. Study will have a special
Credit Scores focus on the Millennial generation, immigrants,
low-income borrowers, and minority borrowers.
Moving to Work
Demonstration, This study will assess the impacts of key
Phase 2: innovations aimed at two of MTW'’s statutory
Assessing Key goals: (i) increased self-sufficiency (such as time $2,400 R R o
MTW limits) and (ii) lowering federal costs of housing !
Innovations on subsidies, considering both impacts on PHAs and
PHAs and on households served.
Households
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Funding HUD Strategic Goal
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Project Title Summary Description T
A5 116 V\_Iork The nature of MTW innovations that address
Demonstration, . .
Phase 3: choice (a. statutory gqa_l) are likely to affect th_e
. surrounding communities, as may other practices
Evaluating S :
that engage local institutions such as schools. This
Household and g . X $1,400 ° ° °
. study will assess whether program innovations
Community- . .
g have had measurable impacts on the location and
Wide Impacts .
. type of housing households access, as well as
EI0G] A G broader impacts on the community
Outcomes P )
Initiated in FY 2014, MDRT provides funding for a
team of qualified researchers to provide high-
Multi- quality, quick-turnaround research that leverages
disciplinary HUD and external data to help support HUD's $800 R R R R R
Research Team priority policies and goals. Five task orders were
(MDRT) awarded with the first round of the program. This
funding request will allow HUD to exercise the final
contract option for MDRT.
Initiative will award multiple grants up to $100,000
each with a match requirement to focus on
Policy-Focused administrative data matching at the state or local
Administrative level. Matched data will support descriptive $1,000 ) ° ) °
Data Matching analyses of educational, employment, and health
indicators by housing assistance category and
other key demographic variables.
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Funding HUD Strategic Goal
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Supports continued demonstration on impacts of
Pre-Purchase ; X .
- in-person vs. remote education and counseling for
Counseling . : $1,350 ° °
. first-time homebuyers. FY 2016 request supports
Demonstration ; -
36-month data analysis and final report.
Rental integrity monitoring (RIM) reviews have
. N produced substantial reductions of errors in tenant
Risk Monitoring ; : - - .
M income and rent calculations in public and assisted
odel for Rental housi hi dv will devel 0
Integrity ousing programs. This study will develop a RIM $75 °
Modeling (RIM) risk-monitoring model that can be focused on
9 programs that present a higher potential for risk of
error.
This study will build on an FY 2014 cooperative
Trackin agreement awarded by HUD to conduct a process
9 evaluation of eight grantees of the Jobs Plus Pilot
Outcomes of the . :
! program. The FY 2016 funding will be used to $1,000 ° °
Jobs Plus Pilot
Program nkaequmsdpmmynamnmppgan
participants with an emphasis on changes in
quarters worked and earned incomes.
Understanding Assessment of all issues affecting the reverse
Reverse mortgage market and the Home Equity Conversion
Mortgages and Mortgage (HECM) program. Study will also explore | $2,000 °
the Borrowers the cost/benefits of a government-backed reverse
Who Use Them mortgage program.
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Funding HUD Strategic Goal
] - ]
%o ad 8 2 >
88| ¢| 3|55 5 E| 38| &
~ 7] @ pe x| 96| & ]
sl E| & | 9 S| EE | EE| D
g S = c U G | a® | M35 s
cg = = o 8 3 35 S E ]
T ® 2 3 2 c T O o ] o
EE| 5| 8| 8| BT | T | GE| &
[ «n £E3 | £ 8| GO
o w (<)== < &)
Project Title Summary Description T
U.S. small investors own the majority of rental
units, but little is known about these investors.
Understanding This study will examine existing quantitative and
Small Investor qualitative knowledge about small investors to $750 °
Landlords inform development of related supplemental
questions for the 2017 Rental Housing Finance
Survey.
This effort proposes to perform behavioral-based
initiatives aimed at reducing energy consumption
by developing and implementing practices that
Utility residents and the surrounding communities can
Conservation replicate and maintain over time. The initiative
. - - . $1,500 ° °
Messaging and would involve energy consumption reduction
Behavior competition among PHD residents as well as a
study exploring real-time energy feedback to
determine effective messaging strategies for
residents.
What We Know This project bl_nlds on studies frqm 200_2 and 2006
to assess public knowledge of fair housing law and
Now: A Survey of | . -
. . its enforcement. Use of a pre-existing survey $875 ° °
Fair Housing . T .
instrument will significantly reduce the time and
Knowledge .
cost of this study.
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In establishing fiscal year 2016 research priorities, PD&R seeks to complete previously initiated research efforts and leverage
opportunities generated through such investments, as well as to engage emerging research needs identified through the Research

Roadmap and other means. The distribution of proposed projects by strategic goal and the nature of the potential project funding is
shown below.

Summary of Potential FY 2016 Research, Evaluation and Demonstrations
by Strategic Goal and Use of Funding ($1,000)

Supplements of Next Phase of New

HUD Strategic Goal Existing Projects Existing Projects Proposals Total

1 - Homeownership and Finance 1,350 0 6,000 7,350
2 - Affordable Rental Housing 0 1,100 5,300 6,400
3 - Housing as a Platform 0 0 5,000 5,000
4 - Resilient and Inclusive Communities 2,000 875 3,750 6,625
— Multiple or Cross-Cutting Efforts 5,900 7,600 8,350 21,850
Total 9,250 9,575 28,400 47,225

4. How do we know this program works?

The elements of TI work in conjunction: research and rigorous evaluations provide solid evidence of program impacts relative to
resource inputs, programmatic approaches and outputs; field demonstrations allows for the development and careful testing of new
program approaches; coordinated technical assistance helps partners better implement programs and use federal funds efficiently.
The coordinated approach enables HUD to build programs on foundations of real evidence, provided in timely fashion to the
managers and program partners who need it.

Evaluations and demonstrations have over many years provided critical policy guidance in the housing and urban development
domain. As early as the 1970s, the Housing Allowance demonstrations tested the tenant based model of providing housing
assistance at modest cost that has evolved to today’s Housing Choice Voucher program. The Moving-To-Opportunity (MTO)
demonstration measured long-term impacts of MTO on families and children over more than 16 years, and showed that promoting
housing mobility and poverty distribution has powerful impacts on resident health.
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The National Research Council’s (NRC) evaluation of PD&R's research program determined that it frequently reveals opportunities for
savings to taxpayers. Significant savings resulted from the Quality Control studies initiated in the early 1990s to investigate
substantial inaccuracies in setting rents for tenants in HUD’s assisted housing programs. NRC noted that the process implemented on
the basis of this research reduced annual net rent errors by $1.4 billion between 2000 and 2005; the reduction in annual net errors
was approaching $1.8 billion by 2011. The NRC also highlighted other PD&R research that provided a timely warning of a costly
weakness in a Federal Housing Administration (FHA) program.

Finally, it is important to understand how TI-funded research, evaluations and demonstrations, as well as R&T-funded survey data
efforts, are further complemented and enhanced by in-house research efforts, interagency collaborations to match administrative
data with survey data, and other efforts to leverage the Department’s information assets. For example, during 2014 PD&R partnered
with the Department of Health and Human Services (HHS) to successfully pilot the matching of HUD tenant data with Medicare and
Medicaid records. During 2015, PD&R expects to successfully complete a major milestone in matching multiple years of tenant data
with national health survey data administered by the National Center for Health Statistics. Such low-cost collaborations create
important new opportunities for researchers and policymakers and, in this era of increasing healthcare costs, point to new pathways
for addressing and mitigating federal cost drivers and improving public outcomes.
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Technical Assistance and Capacity Building

2. What is this program?

Through the TI Fund, the Department delivers technical assistance and capacity building to equip its customers with the knowledge,
skills, tools, and systems to implement HUD programs and policies successfully. TI TA is cross-Departmental, recognizing that HUD's
customers often interact with a variety of HUD programs, policies, and offices when they implement housing and community
development programs.

HUD’s TA Approach:

e TA under the TI Fund is designed to be well-targeted to grantee, PHA, and partner needs. TA providers perform needs
assessments before beginning TA in order to understand both the challenges and the causes of the challenges that a grantee
or PHA is facing. For example, errors in grant reporting may be due to staff error or a need for staff training, but could also
be the result of a lack of proper systems and processes for tracking grant activities.

e To ensure that the assistance provided through TA and capacity building sticks, HUD’s TA is designed to empower and build
the long-term operational systems and skill sets of HUD’s grantees, PHAs, and partners. The goal is to teach grantees to fish,
so that once the TA ends, improved performance is sustained. For example, a TA provider might assist with uncovering
inconsistencies or inaccuracies in grantee reports, but would also work with the grantee to improve their reporting systems
and ensure staff is trained to use the systems.

e HUD’s TA and capacity building is delivered with an emphasis on achieving outcomes. For example, TA that helps a grantee
with reporting is not just about compliance with HUD reporting requirements, but about improving reporting systems so that
the grantee has accurate data to inform decisions about grant activities. The end goal of TA is successful delivery of housing
and community development programs and effective stewardship of federal funds.

Fiscal Year 2016 Details:

e Infiscal year 2016, HUD will expand its focus on providing place-based TA, which provides direct support to help a
community improve its investment of HUD funding across various programs and partners. For example, place-based TA
fosters shared visions among multiple affordable housing providers in a city, such as PHAs, CHDOs, city departments, local
developers, and homelessness service agencies.
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Fiscal year 2016 TI TA funds will also include capacity building for CDCs and CHDOs in rural and urban communities,
including funding for loans, grants, or predevelopment assistance that was previously funded under the Self-Help
Homeownership Opportunities Program (SHOP) account . Incorporating these capacity building efforts under TI allows HUD
to ensure its TA investments are well-aligned, comprehensive, and fully responsive to the specific needs of communities. The
relationship between HUD grantees (such as city departments) and CDCs and CHDOs is critical: the success of one is often
dependent on the effectiveness of the other.

TI TA funds also support the HUD Exchange, a one-stop resource that houses a growing number of HUD's online guidebooks,
toolkits, courses, and peer exchanges, and the TA Portal, a system for managing TA requests, work plans, progress, and
outcomes, allowing for better reporting on how TA funds are invested.

3. Why is this program necessary and what will we get for the funds?

Complex federal requirements, staff turnover at city agencies and PHAs, changing housing market conditions, and the knowledge
required to understand financing for housing and community development projects necessitate ongoing technical assistance,
training, and support for HUD grantees and PHAs. TA protects the billions of dollars that the federal government invests in
communities by ensuring that grantees and intermediaries have the knowledge, skills, and ability to use funds effectively.

TA has a direct impact on the ability of HUD’s partners and grantees to carry out affordable housing and community development
programs. In the past year, TA funds were deployed to:

Assist PHAs and multifamily owners recapitalize and preserve public and assisted housing by making them aware of
opportunities and strategies, such as the Rental Assistance Demonstration, and guiding them through the process;

Help troubled and PHAs address systemic financial, operational, and governance challenges so that they are better able to
serve the community by providing safe and decent housing;

Assist with resolving delays in project pipelines in order to ensure timely completion of affordable housing and community
development projects carried out by CPD grantees;

Help Choice Neighborhoods grantees develop plans for neighborhood economic development; and

Provide ongoing and up-to-date training for grantees on programs, systems, and requirements including environmental
review, HUD-VASH, Consolidated Planning, Emergency Shelter Grans, Section 108 Loans, Community Development Block
Grant-Disaster Recovery, and Housing Opportunities for Persons with Aids.
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Building on the lessons learned from OneCPD, in fiscal year 2014 HUD launched Community Compass, a single agency platform for
awarding and tracking technical assistance across multiple programs and funding sources. The Community Compass NOFA asked
applicants to consider how TA can be delivered in a way that takes into account an array of affordable housing and community
development needs in a city, county, or region. Addressing challenges holistically gives HUD more “bang for its TA buck” and in
some cases is essential to ensuring that HUD’s funds have the most impact in a community. For example, a City and a PHA may be
pursuing different and conflicting, or duplicative, strategies to increase the availability of affordable housing in a community.
Providing comprehensive TA can help foster discussions to align strategies and resources, making HUD and local dollars go further.

In addition, the fiscal year 2016 TI TA request adds the capacity building tools previously funded through the SHOP account. By
integrating new tools, such as loans and grants to CDCs and CHDOS, concurrently with an expansion of more aggressive place-based
TA, we anticipate getting both improved outcomes across HUD’s programs and better efficiencies from the TA investments.

Continued investment in TA in fiscal year 2016 will ensure that HUD can sustain the progress made toward cross-programmatic,
better-targeted TA.

4. How do we know this program works?
Figure 2: Type of training | # of

TA has a real, if indirect, impact on the effectiveness of affordable and public housing activity participants

and community development projects. Attended an in-person 6.058
training !

In fiscal year 2014, HUD delivered direct technical assistance to 88 communities,
trained thousands of grantee staff and practitioners (Figure 2), and developed more
than 150 new resources, tools, and webinars. The Office of Community Planning and
Development (CPD) launched the first phase of its online financial management

Participated in a live
training that was delivered | 5,358
remotely, via the web

Participated in a self-paced

curriculum, and the Office of Public Housing (PIH) made substantial progress ) L 3,534
developing training for PHA board members and executive staff on financial online course or training
management and governance. Viewed informational videos | 22,562

TA engagements from the past few years are showing results:
Cook County, IL

Cook County struggled with a history of organizational, programmatic and financial issues which resulted in a substantial
backlog of uncommitted funds and stalled projects. As a result of receiving TA in 2013 and 2014, Cook County greatly
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improved its program management & oversight and produced 147 rental units and 90 homeowner units in 2013. Other
accomplishments include:

* Improved relationships with partners, demonstrated by an increase in the number of developers (from two to twelve)
and CHDOs (from two to seven) involved in its programs.

e Decrease in audit findings. The most recent HOME Investment Partnerships (HOME) audit had no findings, and the
Community Development Block grant (CDBG) audit had one, which was promptly corrected. Past findings are now
resolved.

e Use of funds. Neighborhood Stabilization Program (NSP) 1 and 3 funds were expended in full in advance of the
deadline. HOME funds were 100 percent committed through 2013, and CDBG funds were expended six months
advance of the deadline.

e Increased leverage, including $4.8 million leveraged by CDBG funding and $39.3 million from HOME funding.
Washington, D.C.

As a result of limited staff capacity and challenges underwriting proposed affordable housing projects, Washington D.C.
historically did not deploy CPD funding for multifamily affordable housing in a timely and compliant manner. The District also
struggled to coordinate multiple funding streams, which led to an ineffective use of federal and local funding for affordable
housing projects.

The District was recently awarded $39.9 million in CPD and local funding, which it then awarded through an integrated RFP
process that combined multiple sources of funding, including CDBG, HOME, and Housing for Persons with Aids (HOPWA).
The projects were thoroughly underwritten and are on track to be developed in the next three years, resulting in 618
affordable housing units and a community facility. This is the largest number of affordable units slated for production in the
District in a single year with these funding sources.

Phoenix, AZ

A “Continuum of Care (CoC) Check-up” revealed that the Phoenix CoC needed help improving its assessment and intake
system, rethinking how transitional housing is used, and tracking data to inform decisions. TA helped the CoC accomplish the
following milestones:

¢ Designed and implemented a coordinated assessment system used across all entry points, and screened and referred
more than 2,500 individuals through the new system in the first 9 months.
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e Developed a strategic plan related to use of transitional housing stock, prompting several transitional housing
programs to realign their programs to fit the needs of the CoC.

e Created 97 new beds for the chronically homeless by reallocating 3 supportive service-only projects and a transitional
housing project.

e Adopted a standard program evaluation process for HUD funds that prioritizes performance outcomes, deeper
targeting, more effective use of resources, and creating more permanent supportive housing.

TA Outcomes

In 2014, HUD developed a common set of outputs and outcomes for assessing the effectiveness of TA projects across offices.
Previously, offices within HUD were tracking TA through disparate measures, and much of the data was about outputs, such as
number of products developed or number of hours spent providing TA. HUD also has relied on anecdotal evidence to demonstrate
TA effectiveness. Standardized outcomes will allow HUD to begin tracking TA consistently across programs and TA providers and will
inform future TA investments. The outputs and outcomes will be tracked in the TA Portal beginning in 2015.

Examples of TA outcomes:

e Adoption of targeted and efficient project selection process designed to select viable projects
e Adoption of organizational and/or staffing changes or model

e Adoption of a process for meaningful community engagement

e Adoption of data-driven housing and a community development plan

e Increased quality of data and reporting

5. Proposals in the Budget
o Evaluation Funding Flexibility Pilot. High-quality evaluations and statistical surveys are essential to building evidence

about what works. They are also inherently complicated, dynamic activities; they often span many years, and there is
uncertainty about the timing and amount of work required to complete specific activities--such as the time and work needed
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to recruit study participants. In some cases the study design may need to be altered part-way through the project in order to
better respond to the facts on the ground. The existing procurement vehicles lack the flexibility needed to match the
dynamic nature of these projects.

In order to streamline these procurement processes, improve efficiency, and make better use of existing evaluation resources
the Budget proposes to provide PD&R, the Department’s technical lead on TI, with expanded flexibilities to reobligate funds
that have been recaptured from surveys and demonstrations. Without this authority, research funds on contracts, grants, or
cooperative agreements that are unspent after the project is completed would be returned to Treasury if recaptured more
than three years after the date of appropriation. With this authority, PD&R would be able to apply the funds to support other
research projects that the Congress has identified as a priority.

This request is a part of a larger proposed pilot program which includes HHS's Assistant Secretary for Planning and Evaluation
and the Office for Planning, Research and Evaluation in the Administration for Children and Families; The Department of
Labor’s Chief Evaluation Office and Bureau of Labor Statistics; The Department of Justice’s National Institute of Justice and
Bureau of Justice Statistics; the Census Bureau; and the Department of Housing and Urban Development’s Office of Policy
Development & Research. These flexibilities will allow agencies to better target evaluation and statistical funds to reflect
changing circumstances in the program (Sec. 259).
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Budget Activity

Combating Mortgage

Fraud .

Research, Evaluation
Metrics, and
Demonstrations .......

Technical Assistance ..

Information Technology

Total

NOTES:

HUD TRANSFORMATION INITIATIVE FUND
Summary of Resources by Program
(Dollars in Thousands)

2013 2014
2014 Budget carryover 2014 Total 2014 2015 Budget carryover 2015 Total
Authority Into 2014 Resources obligations Authority Into 2015 Resources
$355 $355 $355 $355
$15,000 11,448 26,448 $7,841 18,205 18,205
25,000 10,113 35,113 32,480 2,632 2,632
40,00 21,91 61,91 40,32 21,192 21,192

e The fiscal year 2013 carryover into 2014 includes $0.410 million of actual recaptures.
e The fiscal year 2014 carryover into fiscal year 2015 excludes $0.403 million which expired at the end of fiscal year 2014.
¢ All Information Technology investments are funded in the Information Technology Fund as of fiscal year 2014.
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HUD TRANSFORMATION INITIATIVE FUND
Appropriations Language

The fiscal year 2016 President’s Budget includes proposed changes in the appropriation language listed and explained below. New
language is italicized and underlined, and language proposed for deletion is bracketed.

Of the amounts made available in this Act under each of the following headings under this title, the Secretary may transfer to,
and merge with, this account up to $120,000,000, and such transferred amounts shall be available until September 30, 2018, for
(1) research and evaluation; (2) program demonstrations; and (3) technical assistance and capacity building, including forms of
assistance described under Sections 4(b)(1) and 4(b)(2) of the HUD Demonstration Act of 1993, as amended: "Choice
Neighborhoods Initiative", "Community Development Fund", "Fair Housing Activities", "Family Self-Sufficiency"”, "HOME
Investment Partnerships Program", "Homeless Assistance Grants", "Housing Counseling Assistance", "Housing for Persons with
Disabilities", "Housing for the Elderly”, "Housing Opportunities for Persons with AIDS", "Lead Hazard Reduction", "Mutual
Mortgage Insurance Program Account", "Native American Housing Block Grant", "Project-Based Rental Assistance", "Public
Housing Capital Fund”, "Public Housing Operating Fund”, "Rental Assistance Demonstration”, and "Tenant-Based Rental
Assistance": Provided, That any such amounts, or portion thereof, transferred to this account, may be transferred back to be
merged with any such other account and to be available for the same purpose and same time period as provided under this Act:
Provided further, That with respect to amounts made available under this heading for research and evaluation or program
demonstrations, notwithstanding section 204 of this title, the Secretary may enter into cooperative agreements funded with
philanthropic entities, other Federal agencies, or State or local governments and their agencies for such projects: Provided
further, That with respect to the previous proviso, such partners to the cooperative agreements must contribute at least a 50
percent match toward the cost of the project: Provided further, That of the amounts made available under this heading, not less
than $85,000,000 shall be available for technical assistance and capacity building.
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PUBLIC AND INDIAN HOUSING
TENANT-BASED RENTAL ASSISTANCE
2016 Summary Statement and Initiatives
(Dollars in Thousands)

Enacted/ Supplemental/ Total
TENANT-BASED RENTAL ASSISTANCE Request carryover Rescission Resources obligations outlays
2014 Appropriation ................ $19,177,746 $230,135« - $19,407,881b  $19,180,263 $18,287,745
2015 Appropriation ................ 19,304,160 227,618/ . 19,531,778« 19,531,778 20,060,000
2016 ReqUESTt .« oiiiii it 21,123,4964 e e 21,123,496¢ 21,123,496 21,044,000
Program Improvements/Offsets ...... +1,819,336 -227,618 . +1,591,718 +1,591,718 +984,000

a/ Includes $5.3 million in recaptured funds.

b/ Total resources and obligations for fiscal year 2014 include $528 thousand transferred from the Public Housing Operating Fund and Capital Fund for the purpose of Rental
Assistance Demonstration (RAD) conversions.

¢/ Total resources and obligations for fiscal year 2015 exclude an estimated $32 million transferred from the Public Housing Operating Fund and Capital Fund for the purpose
of Rental Assistance Demonstration (RAD) conversions.

d/ Includes an estimated transfer to the Transfer Initiative (TI) account of $20 million of Budget Authority.

e/ Total resources and obligations for fiscal year 2016 exclude an estimated $63 million transferred from the Public Housing Operating Fund and Capital Fund for the purpose
of Rental Assistance Demonstration (RAD) conversions.

1. What is this request?

The Department requests $21.123 billion for the Section 8 Housing Choice Voucher (HCV) program for fiscal year 2016, which is an increase
of $1.82 billion from the fiscal year 2015 enacted level. This funding will provide about 2.4 million very low-income families with decent,
safe, and sanitary housing while supporting the approximately 700,000 landlords and property owners who participate in the HCV program
by providing a fair market rent so that they can meet mortgage payments, local tax obligations, utility expenses, and maintain properties in
good physical condition. It also addresses the loss of assisted units under the voucher program that resulted from sequestration cut and
reduced funding levels in 2013 by requesting approximately 67,000 new incremental vouchers.

The fiscal year 2016 request includes funding for the following activities:
e $18.334 billion for contract renewals, which is an increase of $848 million from the fiscal year 2015 enacted level (adjusted for

anticipated savings of $30 million).
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$2.020 billion in administrative fees, which is an increase of $490 million from the fiscal year 2015 enacted level and represents an
approximate fee eligibility proration of 90 percent.

$150 million for Tenant Protection Vouchers (TPV), which is an increase of $20 million from the fiscal year 2015 enacted level.
$107.6 million in contracts and administrative fees originally funded under the Section 811 Tenant-Based program. This is an
increase of $24 million from the fiscal year 2015 enacted level.

$277 million for Need-Based Vouchers for incremental rental voucher assistance.

$177.5 million for rental voucher assistance for use by Families, Veterans, and Native Americans experiencing Homelessness as well as
victims of domestic and dating violence.

$37.5 million for emergency transfers from assisted housing for Victims of Domestic and Dating Violence (VDDV), Sexual Assault and
Stalking.

$20 million for new vouchers for the Family Unification Program (FUP).

Key outcomes of the Housing Choice Voucher (HCV) program are:

o Ensuring that families currently assisted under the HCV program continue to receive assistance, thereby preventing them from
having worst case housing needs or facing homelessness;

o Supporting the Federal Strategic Plan to End Homelessness (FSP) by reducing the number of chronically homeless individuals,
families, and veterans;

o Maximizing the federal investment and the number of families assisted through HUD's rental housing assistance programs
through comprehensive monitoring of utilization; and

o Providing greater access to housing and better housing opportunities for very low- and extremely low-income families.

Proposals in the Budget

Revise the Threshold for Deduction of Medical and Related Care Expenses (associated savings estimated at $30 million).
Authorize Triennial Re-Certification of Fixed-Income Families.

Improve the Process for Establishing Fair Market Rents.

Expand the Moving to Work program.

Extend the maximum term of Family Unification Program (FUP) Vouchers Issued to Youths Aging out of Foster Care from 18 to
60 months.
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2. What is this program?

The HCV program is the federal government's major program for assisting very low-income families, the elderly, and persons with
disabilities to afford decent, safe, and sanitary housing in the private market. The HCV program currently provides rental assistance to
about 2.2 million families. The program serves the most economically vulnerable families in the country, including families with
disabilities, elderly families, formerly homeless veterans, and families with children. Many families assisted by the program formerly
experienced worst-case housing needs and, without the benefit of this program, would be at immediate risk of homelessness. Of the
families currently receiving HCV assistance, 76 percent are extremely low—income, with incomes at or below 30 percent of the area
median income, 36 percent have a disabled head of household, and 24 percent are elderly.

The HCV program is authorized under Section 8(0) of the United States Housing Act of 1937 (42 U.S.C. 1437f (0)) and is administered
locally by approximately 2,300 Public Housing Agencies (PHAs). A family who is issued a housing voucher is responsible for finding a
suitable housing unit of the family's choice, including single-family homes, townhouses, and apartments, in which the owner agrees to rent
under the program (provided the rental unit passes a Housing Quality Standards (HQS) inspection performed by the PHA). Tenant-based
housing assistance is provided on behalf of the family or individual as opposed to a subsidy tied to a particular unit or project. Participating
families may subsequently choose to move to another unit, neighborhood, or community without losing their rental assistance.

The PHA pays the housing subsidy directly to the owner of the unit on behalf of the participating family. The family is responsible for paying
the difference between the gross rent of the unit and the amount subsidized by the program. The family must pay @ minimum of 30
percent of their adjusted monthly income toward rent and utilities. The amount of the subsidy is capped by the payment standard
established by the PHA, which may be between 90 and 110 percent of the Fair Market Rent (FMR) for the area. If families rent units with
rents above the payment standard, for instance for units located in more desirable areas with greater opportunity, the family pays the
difference between the gross rent and the payment standard in addition to the 30 percent of monthly adjusted income.

Funding for the HCV program consists of two main cost components: (1) Housing Assistance Payments (HAP) made to owners to cover
the difference between a tenant’s rent contribution and the unit rent, and (2) administrative fees paid to PHAs to cover the cost of
administering the program.

Contract Renewals

For calendar year 2016 contract renewals, the Department requests $18.334 billion. Contract renewals provide funding to renew
expiring HCV program Housing Assistance Payments (HAP) funding increments on a calendar-year basis. As in previous years, the
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Department’s request includes up to $75 million in set-aside funding within the contract renewals allocation to make adjustments to
renewal allocations to protect against potential cost increases that would not be reflected in the renewal formula. This funding will ensure
that all families assisted in calendar year 2015 will be covered by renewal funding in calendar year 2016.

Administrative Fees

In fiscal year 2016, the Department requests $2.020 billion for administrative fees with the goal of funding PHAs at 90 percent of fee
eligibility. Administrative fees are a vital component of the HCV program, providing PHAs with the resources necessary to administer the
requested rental assistance funding to about 2.4 million families. Administrative responsibilities include managing waiting lists, conducting
physical inspections, determining rent reasonableness, approving units, determining and verifying tenant income annually, reviewing
applications, evaluating tenant eligibility and calculating the amount of rent subsidy. These tasks are personnel-intensive processes for PHAs.
Administrative fees are necessary to maintain an effective level of service delivery and ensure that the right benefits are going to the right
people. Failing to provide adequate administrative fees will disrupt PHA operations and will impact efforts to achieve agency priority goals such
as maximizing the number of families housed through HUD's affordable housing programs, serving homeless veterans and other vulnerable
populations, and expanding housing choice in areas of opportunity.

HUD has recognized the critical need for data regarding the actual cost of administering the HCV program and as such has undertaken an in-
depth time and motion study to determine the costs of running the program effectively and efficiently. The purpose of the study is to provide
comprehensive and detailed data on the administrative costs and burdens on the individual components of HCV program administration to
better inform the Department and Congress of funding needs. The study will also use the findings to inform the Department of potential
improvements to the funding formula that could better reflect the actual expenses associated with running the program effectively. Intensive
time management and other data collection activities took place at 60 high performing PHAs over the course of 2013 and the early part of
2014, with a final report to be issued in early 2015.

Section 8 Rental Assistance (Tenant Protection Vouchers)

The Department requests $150 million for Tenant Protection Vouchers (TPVs) in 2016. This funding level takes into consideration the need
for the Department to operate within fiscal constraints, while balancing its commitment to make progress on key initiatives. This request is
necessary to protect HUD-assisted families from the risk of displacement through no fault of their own when:

e public and assisted housing may be subject to demolition and disposition (including HOPE VI);
e voluntary and mandatory conversions of public housing units, including moving to a Section 8 platform;
e Multifamily unit owners prepay preservation-eligible mortgages or do not renew expiring Section 8 contracts;
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e property owners face foreclosure or HUD takes enforcement actions against owners that fail to maintain their properties in
safe and sanitary conditions; and
e HUD and partners renew properties and neighborhoods under the Choice Neighborhoods Program.

Since the cost to fully fund approximately 33,500 vouchers needed exceeds $150 million, HUD plans to optimize the $150 million by funding
voucher increments only through the balance of 2016 (rather than for a full 12-month period) and to then request the full amount needed
for renewal in 2017. Failure to adequately fund the TPV request will place families at high risk of significant rent increases, eviction, and/or
homelessness. The Department will continue to closely monitor tenant protection demand in 2015, as it may be an early indicator of the
level of demand that can be expected in 2016.

Veterans Affair Supportive Housing (HUD-VASH)

Notwithstanding the Federal Government’s objective to end Veteran homelessness by the end of 2015, the Department acknowledges that
existing HUD-VASH voucher allocations, along with the provision that HUD-VASH vouchers may only be reissued upon turnover to HUD-
VASH eligible homeless veterans, should provide sufficient resources to serve this target population. HUD has been appropriated $500
million in HUD-VASH vouchers since 2008, with another $75 million appropriated in fiscal year 2015.

Section 811 Mainstream Renewals

In fiscal year 2016, the Department requests $107.6 million for renewals of vouchers originally appropriated under the Section 811
Mainstream Program. The Housing for Persons with Disabilities (Section 811) program provides tenant-based assistance for persons with
disabilities to access affordable, private housing of their choice.

Need-Based Vouchers

In fiscal year 2016, the Department requests $277 million for Need-Based Vouchers, which will support approximately 37,000 new vouchers.

In 2013, as a result of the sequestration cuts and the overall reduction in funding, the number of assisted units under the voucher program
decreased by approximately 67,000 units because PHAs used nearly $600 million in reserves to prevent the termination of assistance to
families. Although HUD and the PHAs were able to prevent the termination of any assisted family due to insufficient funding in 2013, many
PHAs were unable to reissue vouchers that turned over during the course of the year, and others rescinded vouchers from families that were in
the midst of their housing search. The loss of these vouchers coincided with the release of the latest Worst Case Housing Needs Report in
2015, which reported that in 2013 nearly 7.7 million households had worst case housing needs. Given the unmet demand for housing
assistance across the country, it is critical to restore these lost vouchers. HUD is requesting funding to restore these vouchers. These
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vouchers will be awarded via an allocation method based on relative need as determined by the Secretary, and are not targeted to a specific
population. The balance of the 67,000 vouchers will be addressed through new allocations of vouchers targeted to specific needs populations,
discussed separately below.

Families, Veterans, and Native Americans Experiencing Homelessness

As a pivotal United States Interagency Council on Homelessness (USICH) partner in the effort to prevent and end homelessness, the
Department is looking beyond its traditional programs that directly address homelessness, in order to expand on the opportunities within the
rental assistance programs. The Department is planning to use the Public Housing and Housing Choice Voucher programs to serve those who
are homeless, near homeless, or at risk of becoming homeless, including homeless veterans. The proposed budget enables HUD to continue
the strategies that support the four major goals to prevent and end homelessness outlined below:

1. Build on past progress to prevent and end chronic homelessness;
2. Prevent and end homelessness for veterans;

3. Prevent and end family and youth homelessness; and

4. Set a path to ending all types of homelessness.

Across the Public Housing and Housing Choice Voucher program offices, HUD has committed staff on an ongoing basis to support this initiative.
These staff supported the initial scoping of work related to the USICH and the Department’s Annual Performance Goal (APG) to reduce
homelessness. The Department continues to conduct regional meetings with PHAs and their Continuum of Care partners to highlight best
practices and successful local initiatives. Staff also collect and interpret data and develop guidebooks and notices.

Through our engagement of PHAs and Continuums of Care, HUD has seen an increase in the numbers of homeless families served by the
Public Housing program. In fiscal year 2014, PHAs reported housing 2,215 families experiencing homelessness. At the same time, public
housing reduces the number of vulnerable families that would otherwise fall into homelessness. In recent years, public housing admissions
dropped by 5.5 percent overall, indicating that families experiencing homelessness are benefiting from greater program access even as overall
new admissions are decreasing as a result of fewer families leaving public housing.

In fiscal year 2016, the Department requests $177.5 million for rental voucher assistance for use by families, veterans, and Native Americans

experiencing homelessness as well as victims of domestic and dating violence who are not currently living in assisted housing. These vouchers
are to be awarded competitively to PHAs and tribally designated entities in geographic areas of demonstrated need. PHAs receiving vouchers
for homeless families would be required to partner with local Continuum of Care to identify program participants through a coordinated
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assessment process. Supportive services would be provided through community partners and mainstream service agencies. For veterans,
PHAs would continue to partner with community-based service providers. Veterans would be eligible regardless of discharge status. In order
to serve Native Americans facing homelessness and overcrowding, eligible recipients of Indian Housing Block Grants would compete for
vouchers that may be used for newly constructed and acquired housing.

Homelessness on Indian reservations and in most traditional Native American communities typically differs from urban

homelessness. Homelessness is frequently less visible in Indian Country because Native American families tend to take in relatives who are
homeless and endure overcrowding, rather than have family exposed to the elements. Therefore, homelessness presents as overcrowding in
Native American communities. For example, Native American families are considerably more likely to experience overcrowding, with 8.1
percent reporting overcrowding, compared to 3.1 percent for all races, according to the Homeless Counts for Indian Country released in 2012
by the Housing Assistance Council (HAC). American Indian and Alaska Native households in large tribal areas were more than three times as
likely to live in housing that was overcrowded and more than 11 times more likely to live in housing that did not have adequate plumbing
facilities.

TPVs for Domestic and Dating Violence

The Department requests $37.5 million in fiscal year 2016 to provide new incremental vouchers for emergency transfers from assisted housing
for victims of domestic violence, dating violence, sexual assault or stalking, as established by the Violence Against Women Act of 2013.

Family Unification Program

In fiscal year 2016, the Department requests $20 million for new vouchers for the Family Unification Program (FUP). The vouchers would
remain FUP vouchers upon turnover. FUP vouchers are provided to eligible families who have been certified by the local child welfare agency
as a family whose lack of adequate housing is a primary reason for either the imminent placement of their child(ren) in foster care, or a delay
in returning their child(ren) to the family. The Budget also proposes FUP vouchers be available to eligible youth aging out of foster care for a
period of up to five years, up from the current period of 18 months (more information about this proposal is found in Section 5, Proposals in
the Budget)

Key Partners and Stakeholders

HUD works with numerous partners and stakeholders in providing HCV assistance to families. In addition to the millions of families that
HUD assists, important partners and stakeholders include:

6-7



Tenant-Based Rental Assistance

e PHAs;

e Private owners;

e Other Federal agencies such as the Department of Veteran Affairs, HUD’s Federal partner in the administration of HUD-VASH
vouchers, where vouchers and supportive services are provided to assist homeless veterans;

e State and local entities, such as Public Child Welfare Agencies;

e Housing Industry Associations; and

e Resident Groups.

The primary HUD partner in the HCV program is the PHA that directly administers the program locally. HUD enters into an Annual
Contributions Contract (ACC) with the PHA, under which the PHA is responsible for the administration of the HCV program in accordance
with Federal law and program regulations. In addition, approximately 700,000 private rental property owners are also critical program
stakeholders. Owner participation in the HCV program is voluntary. Without owners who are willing to participate in the HCV program, the
program would cease to function.

Federal, State, and Local Partners

In addition to PHAs and owners, Special Purpose Voucher programs, which include HUD-VASH, Family Unification Program (FUP), and
Non-Elderly Disabled (NED) Category 2 voucher programs, all rely heavily on interagency partnerships for their success.

The Family Unification Program (FUP), for example, depends on interagency partnerships at both the national and local levels. At the
national level, HUD works closely with the Department of Health and Human Services (HHS). At the local level, PHAs administer the FUP
in partnership with Public Child Welfare Agencies (PCWAs) who are responsible for referring FUP families and youths to the PHA for
determination of eligibility for rental assistance.

Finally, the families served by the program are the stakeholders who derive the greatest benefit from a well-administered, adequately
funded program. Based on current tenant characteristics, 76 percent of families have extremely low-incomes (defined as household
income at or below 30 percent of median income) and 20 percent have incomes between 31 and 50 percent of median income (the
demographic table in Section 4 provides additional information about voucher program participants for calendar year 2014). HUD’s
estimates in Worst Case Housing Needs 2013 (forthcoming) reveal that only 65 affordable units are available nationwide per 100 very low-
income renters, and 39 units per 100 extremely low-income renters.
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Moving-to-Work (MTW) Demonstration

Moving-to-Work (MTW) is a demonstration program that provides PHAs the opportunity to design and test innovative, locally designed
strategies that use federal dollars more efficiently, helps residents find employment and become self-sufficient, and increases housing
choices for low-income families. MTW gives PHAs exemptions from many existing public housing and voucher rules and more flexibility
with how they use their federal funds. MTW PHAs are required to use the opportunities presented by MTW to inform HUD about ways to
better address local community needs. The Budget includes a proposal to expand the MTW Demonstration, which is described further in
Section 5 below.

3. Why is this program necessary and what will we get for the funds?

The Housing Choice Voucher (HCV) program serves the most economically vulnerable families in the country, including disabled families,
elderly families, formerly homeless veterans, and families with children. About 2.4 million very low-income families will be able to live in
housing that is decent, safe, and sanitary because of the rental assistance that they receive through the HCV program. This program is
critically important because without HCV rental assistance, these families typically would be left with extremely poor options: living on the
streets, accepting crowded or substandard housing, or facing severe rent burdens for market-rate units.

Serve the poorest and most vulnerable Americans with severe housing needs

The HCV program provides housing to our nation’s neediest citizens, which include the elderly, persons with disabilities, the homeless,
veterans, and at-risk youth. These programs target families and individuals whose incomes are below 30 percent of area median income
and are either homeless or at high risk for homelessness. Over the past 5 years, the Department has taken a number of steps to ensure
that PHAs are aware of special requirements associated with special needs vouchers. HUD has also focused on providing quality technical
assistance and monitoring of these vouchers to ensure that they are being utilized for the population intended. Moreover, the HCV
program is a key element in reducing both veterans, chronic and family homelessness under the President’s Federal Strategic Plan to
Prevent and End Homelessness. Of the families currently receiving HCV assistance, 76 percent are extremely low—income, with incomes at
or below 30 percent of the area median income, 36 percent have a disabled head of household, and 24 percent are elderly. If the HCV
program does not assist these families, they will be at great risk of homelessness or will be forced to choose between decent housing and
other life necessities such as food, clothing, and medicine.

The HCV program addresses many of the serious problems low-income families face such as homelessness, lack of neighborhood choice,
and economic insecurity. The program also focuses on helping families with specific housing needs such as seniors, persons with
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disabilities and at-risk youth through targeted vouchers and effective partnerships with federal, state, and local agencies to assist these
vulnerable populations.

Addressing the Shortage of Affordable Rental Housing

The primary challenge that the HCV program seeks to address is the critical shortage of affordable rental housing in the United States. In
doing so, the HCV program reduces the number of families and individuals with severe housing needs.

The state of the economy and the increased demand for rental housing generated by the foreclosure crisis has exacerbated the need for
rental assistance. Worst Case Housing Needs 2013 (forthcoming) shows that 7.7 million renter households had worst case housing needs in
2013, up over 30 percent since 2007. Worst case needs are defined as renters with very low-incomes (below half the median in their areas)
who do not receive government housing assistance and who either paid more than 50 percent of their monthly incomes in rent, lived in
severely inadequate conditions, or both. Through the HCV program, HUD enables a large inventory of rental housing in the private market to
become affordable housing to very low-income families. Further, 54 percent of worst case needs occur in suburbs or non-metropolitan areas
rather than in central cities, indicating that the locational flexibility provided by vouchers is crucial for addressing the national housing crisis.

The chart below illustrates the modest expansion of HCV resources in comparison to changes in demographics and severe housing needs in
the U.S. The HCV program lagged far behind the 24.1 percent increase in very low-income renters, and addressed only a small fraction of the
53.9 percent increase in worst case needs during the same period. National rental policy fell short of adequately addressing the affordable
rental housing demand that arose from underlying market needs, the economic recession, and the homeownership crisis during this trying
period.
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4. How do we know this program works?

The HCV program is one of three major federal programs providing very low-income families, the elderly, and persons with disabilities with
decent, safe, and affordable housing. The program currently provides housing assistance to about 2.2 million families. Approximately

36 percent of these families have a disabled head of household and almost 24 percent have an elderly head of household; and a little over
50 percent are families with children. As the demographic table below illustrates, the HCV program assists the most economically
vulnerable families — 76 percent of those assisted have extremely low incomes (less than 30 percent of the area median income). The
average annual gross income of an HCV family is $13,138. With the average monthly rent of $978, these families would be extremely rent-
burdened if they did not receive assistance from the HCV program, assuming they could find owners willing to lease units to them at all
with such limited resources. Many of these families would have worst-case housing needs and would be at risk of homelessness without the
program. Applying the prevalent rates for worst case needs among unassisted renters (for both the extremely low-income and very low-
income, 31-50 percent of median categories) to the characteristics of current voucher holders, means an estimated 1.46 million of about
2.4 million households would likely experience worst case needs if they did not receive housing assistance.
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Housing Choice Voucher Program Tenant Characteristics

Who Does HCV Serve? Who are HCV Tenants? Head of Household Characteristics
The HCV program serves 5.59 million The HCV Program serves a diverse demographic mix.
Americans in over 2.2 million households. || 67% of residents are in a minority group e Families with children - 48%
White, Black | Hispanic | Asian/P.l. | Native e Elderly - 24%
Percentage of HCV by Family Size non- American e Non-elderly disabled - 36%
38% Hispanic
- 33% 47% | 15% 3% 1%

% 85 or older
% 62 or older

% 51to 61
% 25 to 50
% 24 or younger
1 Person 2 rerson 3 rerson 4+ Persons | ‘ ' o ‘ | ’ -
Income Levels of Assisted Households Household Incomes Compared to their Local Area Median
Income*
Tenants make an average gross income of $13,138
Extremely Low Income (Less than 30% AMI) 76%
The overwhelming majority (82%) of tenants make less than $20,000/year
Very Low Income (30% to 50% AMI) 20%
The Average household income was 22% of the local area median income
Low Income (50% to 80% AMI) 4%

Notes: HUD’s income limits are adjusted based on actual median incomes for the state and locality (metropolitan area).

*30 percent of AMI is approximately $19,170 per year for a 4-person household, (national estimate - adjusted based on actual state and local incomes) and $13,420 for a
single person. Note, that the US national poverty guideline for 2014 was set at $23,850 for a 4-person household (the guidelines are not adjusted locally, but provide a single
limit for the 48 contiguous states and DC).

*The 5.59 million persons served figure is derived by applying the family size of households with reported tenant characteristics data to the projected total number of
households served (2.202 m.)
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Program Improvements

HUD makes a concerted effort to ensure that the program operates efficiently and effectively. To reduce fraud, waste, and abuse in the HCV
program, the Department has mandated the use of the Enterprise Income Verification (EIV) system by all PHAs that administer the HCV program.
The use of EIV increases the efficiency and accuracy of rent determinations and income determinations while reducing improper payments and
underreported income.

The Department has several major ongoing initiatives currently under way to improve the HCV program that will continue in 2016:

HUD Oversight, Monitoring, and Risk Assessment of PHAs

The comprehensive National Risk Assessment Tool developed in 2013 to proactively identify and address risk at PHAs was fully operational
in 2014 and continues to be utilized to measure risk at PHAs and prioritize oversight in fiscal year 2015 and beyond.

PIH is also in the process of developing an Enterprise Risk Management (ERM) program which will allow it to identify and manage four
categories of risks: PHA entity, PHA project, PIH program, and PIH enterprise. During fiscal year 2014, PIH established an organizational-
wide working group to develop an ERM framework for PIH. Also during fiscal year 2014, PIH established an Office of Risk Management
(ORM) and chartered a PIH ERM Risk Committee. PIH plans to have the ORM and PIH Risk Committee coordinate information from all levels
of the organization so it can manage its risks strategically on portfolio level basis. The PHA entity segment of this program was fully
operational during fiscal year 2014 and is covered by OFQ's National Risk Assessment process; while the project, program, and enterprise
categories are being operationalized during the first quarter of fiscal year 2015. PIH expects the entire model to be completed and fully
implemented by the end of fiscal year 2015.

HUD Quality Control on PHA inspections and Inspection Standards for HCV

HUD is taking a number of steps to assess and mitigate the risk related to the physical condition of units assisted under the Housing Choice
Voucher Program. HUD'’s Real Estate Assessment Center (REAC) is currently preparing to conduct a sample of physical inspections and
assessment of 39,000 HCV units. In addition to performing independent quality control inspections on HCV units, REAC is working to transition
the current HQS inspection process and standards to that of a Uniform Physical Condition Standard (UPCS) protocol, that is more transparent
and has a proven high level of accuracy and reliability. The transition of the HQS to a new UPCS model is a high priority project, which REAC
hopes will effectuate more uniformity in the physical inspection process for the HCV program.
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Continue Implementation of Cash Management Procedures

In January 2012, HUD implemented new cash management procedures for the disbursement of HCV funding. The process of disbursing
only the funds required to meet current HAP costs will result in the re-establishment of HUD-held reserves, whereby unused HAP funds will
remain obligated but undisbursed at the HUD level rather than held by PHAs. This change will reduce program risk and provide for greater
transparency and accountability regarding the use and availability of program reserves. It is also one of the first steps toward an overall
system migration and development of cash management policies and processes within the Next Generation Management System (NGMS).

Next Generation Management System

The Next Generation Management System (NGMS) is a business-driven investment whose aim is to enhance HUD's affordable housing (AH)
program management, improve end user satisfaction, streamline complex business processes, and integrate disparate Information
Technology (IT) systems into a common, modernized platform. These goals will help improve the Agency’s ability to accurately quantify
budgetary data resources, measure program effectiveness, and scrupulously justify the agency’s budget formulations and requests. By
aligning current and future AH processes, HUD aims to simplify business operations and maximize investment returns with business-driven,
service-oriented solutions that employ shared and standardized technology. NGMS will provide an integrated, seamless and singular view
of financial and program data used to make real-time business decisions, but are currently warehoused in disparate data sources.

Important milestones achieved include the delivery of important portions of the Budget Formulation and Forecasting project, including data
validation and partial budget versions and budget formulation. The planned delivery of full budget versions, Mod Rehab, scenarios,
Mainstream 5 and budget formulation is planned for the 2nd quarter of calendar year 2015, providing full functionality to HUD for future
year budget efforts. Additionally, the Portfolio and Risk Management Tool (PRMT) continues to progress, with initial operating capability
delivered in September 2013, and supplemental operating capability delivery planned for the 1st quarter of calendar year 2015. PRMT
integrates data from various HUD IT systems into user friendly "dashboards" that enhance HUD’s ability to analyze trends, make better
projections, more easily identify issues, and increases HUD's efficiency and effectiveness in utilizing appropriated funds. PRMT also
supports HUD's goal of achieving a standard of operational excellence, while also supporting HUD’s ability to meet HUD’s mission of
creating strong, sustainable, inclusive communities and quality, affordable homes for all.

Administrative Fee Study

As noted earlier, HUD has undertaken a comprehensive time-and-motion study to determine the actual cost to administer an effective
and efficient HCV program. The purpose of the study is to evaluate high-performing and efficient PHAs and develop an appropriate fee
methodology that adequately reflects operational costs. Results are anticipated to be published in early calendar year 2015.
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Small Area FMR Demonstration

The Fair Market Rent (FMR) is the basis for determining the maximum monthly subsidy for an assisted family. Currently, a single FMR is
calculated throughout a non-metropolitan county or a metropolitan area, which is generally comprised of several metropolitan counties. The
Small Area FMR Demonstration establishes FMRs by zip code areas for participating jurisdictions. HUD expects that calculating FMRs at a
smaller geography within metropolitan areas will provide Voucher tenants in some areas with greater ability to move into opportunity areas,
where jobs, transportation, and educational opportunities exist. It will also affect other areas where HUD may be over-subsidizing, since the
current FMR is higher than prevailing rents. This demonstration will collect and report overall program cost implications, additional
administrative burdens, and tenant data to determine the extent to which tenants are using the expanded set of payment standards to move
into opportunity areas. Non-metropolitan counties will continue to have one countywide FMR.

5. Proposals in the Budget

Over the past several years, PHAs have requested that HUD provide relief from various requirements related to the operation of PIH
programs as well as greater flexibility in the use of PIH resources. The Department has undertaken a comprehensive review and evaluation
of these requests to identify items that merit implementation. Enactment and implementation of proposed measures will generate a cost
savings to the Department; reduce the administrative burden on PHAs and provide them with flexibilities that will enhance their capacity to
respond to local housing needs; and/or promote program efficiencies at the PHA or HUD level. Several of the measures will also reward
agencies that perform well.

e Revise the Threshold for Deduction of Medical and Related Care Expenses (associated savings estimated at $30 million). This
provision would generate estimated savings of $30 million in fiscal year 2016. The change would increase the threshold for the
deduction of medical and related care expenses from 3 to 10 percent of family income. This provision was included in the Department’s
fiscal years 2014 and 2015 budget requests, and is repeated for 2016. The 2016 TBRA renewal funding request reflects the associated
first-year savings of implementing this proposal based on analysis of the Congressional Budget Office’s (CBO) estimates of cost savings
generated by this proposal as included in previous proposed legislation. (Sec. 229)

e Improve the Process for Establishing Fair Market Rents. FMRs, which are based on rent survey data, are currently used for rent-
setting in both the voucher and project-based Section 8 programs. This proposal removes the statutory requirement that FMRs be
published for comment in the Federal Register, making it possible for HUD instead to publish proposed FMRs to the Web along with any
proposed material changes in methodology. A similar version of this language appeared in the Department’s fiscal year 2015 budget
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request. This provision has no direct fiscal impact; however, it will reduce administrative burden and accelerate the amount of time it
takes to establish FMRs. Expand the Moving-to-Work (MTW) program. (Sec. 226)

e Expand the Moving-to-Work (MTW) program. This legislative proposal incrementally expands the MTW program to high
capacity PHAs. In partnership with HUD, participating PHAs will design and implement innovative policies related to housing
preservation, family self-sufficiency, mobility, cost-effectiveness and other priority areas. Key tenant protections will continue to apply
and PHAs will be subject to rigorous reporting and evaluation requirements. Up to fifteen PHAs, totaling no more than 150,000
combined HCV and public housing units, would be selected competitively. (Sec. 242)

e Authorize Triennial Re-Certifications of Fixed-Income Families. Under current law, PHAs and owners must recertify the incomes of all
program participants on an annual basis. This proposal would authorize PHAs and owners to recertify fixed-income families every
3 years. Eligible families would be defined as those families for whom at least 90 percent of income is from sources such as Social
Security; federal, state, local, and private pension plans; and the supplemental security income program. These families are estimated
to be about 50 percent of public housing, voucher, and project-based section 8 tenants. If implemented, this policy change would
significantly reduce administrative burden on PHAs and owners. (Sec. 243)

e Extend Family Unification Program (FUP) Vouchers Issued to Youths Aging out of Foster Care. PHAs administer FUP in partnership
with Public Child Welfare Agencies. FUP is a program under which HCVs are provided to eligible participants referred to the PHA by the
PCWA. There are two types of eligible FUP participants. The first are families for whom the lack of adequate housing is a primary factor
in either the imminent placement of the family’s child or children in out-of-home care, or the delay in the discharge of the child or
children to the family from out-of-home care. The second eligible population for FUP is youths at least 18 years old and not more than
21 years old, who left foster case at age 16 or older and who lack adequate housing. Unlike FUP vouchers for families or the HCV
program in general, FUP assistance for youth is time limited by the law. A FUP youth’s rental assistance must be terminated once the
youth has received 18 months of HCV housing. This proposal would extend the time limit on HCV assistance for FUP youth from the
current 18 months to 5 years. HUD believes that this time extension will provide FUP youth with the additional time that is necessary for
many of them to become self-sufficient. Furthermore, it reduces the PHA's administrative burden by better aligning the time period of
assistance with more common lease terms in many markets. (For example, if a FUP youth currently has to move to a new unit after the
first year of assistance, in markets where the initial lease term is typically one year it is challenging to find owners willing to rent to the
youth when the assistance will terminate in six months.) (Account language)
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PUBLIC AND INDIAN HOUSING
TENANT-BASED RENTAL ASSISTANCE
Summary of Resources by Program
(Dollars in Thousand)

2014 Budget car'2r9y1<)3\/er' 2014 Total 2014 2015 Budget car'zrpylo‘t/er' 2015 Total 2016

Budget Activity Authority Into 2014 Resources obligations Authority Into 2015 Resources Request
Contract Renewals ..... $17,365,527 $111,017 $17,476,544 $17,358,803 $17,486,000 $117,741 $17,603,741 $18,333,816
Administrative Fees ... 1,500,000 16,289 1,516,289 1,477,070 1,530,000 39,219 1,569,219 2,020,037
Section 8 Rental

Assistance ........... 130,000 6,393 136,393 113,546 130,000 22,847 152,847 150,000
FSS Coordinators ...... c 57,502 57,502 56,932 c 570 570
Veterans Affairs

Supportive Housing

(VASH) Program ....... 75,000 7,572 82,572 68,923 75,000 13,649 88,649
Family Unification

Program .............. e e e e e e e 20,000
Disaster Displacement

Assistance ........... - 1,729 1,729 - - 1,729 1,729
Section 811 Mainstream

Renewals ............. 106,691 29,629 136,320 104,505 83,160 31,815 114,975 107,643
Non-Elderly Disabled .. - 4 4 - - 4 4
Rental Assistance

Demonstration ...... 528 c 528 484 c 44 44 c
Need - Based Vouchers - - - - - - - 277,000
Families, Veterans, and

Native Americans

Homelesshess ......... - - - - - - - 177,500
victims of Domestic and

Dating Violence (VDDV) - - - - - - - 37,500
Transformation

Initiative

(transfer) ......... e e e e e e e 20,000

Total .........ccvn... 19,177,746 230,135 19,407,881 19,180,263 19,304,160 227,618 19,531,778 21,123,496

a/ Reflects reporting revision to FY 2014 obligations for Contract Renewals and Administrative Fees.
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PUBLIC AND INDIAN HOUSING
TENANT-BASED RENTAL ASSISTANCE
Appropriations Language

The fiscal year 2016 President’s Budget includes proposed changes in the appropriation language listed and explained below. New language is
italicized and underlined, and language proposed for deletion is bracketed.

For activities and assistance for the provision of tenant-based rental assistance authorized under the United States Housing Act of 1937, as
amended (42 U.S.C. 1437 et seq.) ("the Act" herein), not otherwise provided for, [$15,304,160,000] $17,123,496,210, to remain available until
[expended] September 30, 2018, shall be available on October 1,[2014] 2015 (in addition to the $4,000,000,000 previously appropriated
under this heading that became available on October 1, [2014] 2015), and $4,000,000,000, to remain available until [expended] September
30, 2019, shall be available on October 1, [2015] 2016: Provided, That the amounts made available under this heading are provided as
follows:

(1) [$17,486,000,000] $18,333,816,000 shall be available for renewals of expiring section 8 tenant-based annual contributions contracts
(including renewals of enhanced vouchers under any provision of law authorizing such assistance under section 8(t) of the Act) and including
renewal of other special purpose or incremental vouchers: Provided, That notwithstanding any other provision of law, from amounts provided
under this paragraph and any carryover, the Secretary for the calendar year [2015] 2016 funding cycle shall provide renewal funding for each
public housing agency based on validated voucher management system (VMS) leasing and cost data for the prior calendar year and by
applying an inflation factor as established by the Secretary, by notice published in the Federal Register, and by making any necessary
adjustments for the costs associated with the first-time renewal of vouchers under this paragraph including tenant protection, HOPE VI, and
Choice Neighborhoods vouchers: Provided further, That in determining calendar year [2015] 2016 funding allocations under this heading for
public housing agencies, including agencies participating in the Moving To Work (MTW) demonstration, the Secretary may take into account
the anticipated impact of changes in medical expense threshold, targeting, and utility allowances, on public housing agencies' contract renewal
needs: [Provided further, That none of the funds provided under this paragraph may be used to fund a total number of unit months under
lease which exceeds a public housing agency's authorized level of units under contract, except for public housing agencies participating in the
MTW demonstration, which are instead governed by the terms and conditions of their MTW agreements:] Provided further, That the Secretary
shall, to the extent necessary to stay within the amount specified under this paragraph (except as otherwise modified under this paragraph),
prorate each public housing agency's allocation otherwise established pursuant to this paragraph: Provided further, That except as provided in
the following provisos, the entire amount specified under this paragraph (except as otherwise modified under this paragraph) shall be obligated
to the public housing agencies based on the allocation and pro rata method described above, and the Secretary shall notify public housing
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agencies of their annual budget by the latter of 60 days after enactment of this Act or March 1, [2015] 2016: Provided further, That the
Secretary may extend the notification period with [the prior written approval of] notification to the House and Senate Committees on
Appropriations: Provided further, That public housing agencies participating in the MTW demonstration shall be funded pursuant to their MTW
agreements and shall be subject to the same pro rata adjustments under the previous provisos: Provided further, That the Secretary may
offset public housing agencies' calendar year [2015] 2016 allocations based on the excess amounts of public housing agencies' net restricted
assets accounts, including HUD held programmatic reserves (in accordance with VMS data in calendar year [2014] 2015 that is verifiable and
complete), as determined by the Secretary: Provided further, That public housing agencies participating in the MTW demonstration shall also
be subject to the offset, as determined by the Secretary, [excluding amounts subject to the single fund budget authority provisions of their
MTW agreements,] from the agencies' calendar year 2015 MTW funding allocation: Provided further, That the Secretary shall use any offset
referred to in the previous two provisos throughout the calendar year to prevent the termination of rental assistance for families as the result
of insufficient funding, as determined by the Secretary, and to avoid or reduce the proration of renewal funding allocations: Provided further,
That up to [$120,000,000] $75,000,000 shall be available only: (1) for adjustments in the allocations for public housing agencies, after
application for an adjustment by a public housing agency that experienced a significant increase, as determined by the Secretary, in renewal
costs of vouchers resulting from unforeseen circumstances or from portability under section 8(r) of the Act; (2) for vouchers that were not in
use during the 12-month period in order to be available to meet a commitment pursuant to section 8(0)(13) of the Act; (3) for adjustments for
costs associated with HUD-Veterans Affairs Supportive Housing (HUD-VASH) vouchers; (4) for adjustments for public housing agencies with
voucher leasing rates at the end of the calendar year that exceed the average leasing for the 12-month period used to establish the allocation,
and for additional leasing of vouchers that were issued but not leased prior to the end of such calendar year; and (5) for public housing
agencies that despite taking reasonable cost savings measures, as determined by the Secretary, would otherwise be required to terminate
rental assistance for families as a result of insufficient funding,; and (6) for adjustments in the allocations for public housing agencies that
experienced a significant increase, as determined by the Secretary, in renewal costs as a result of participation in the Small Area Fair Market
Rent demonstration: Provided further, That the Secretary shall allocate amounts under the previous proviso based on need, as determined by
the Secretary;

(2) $277,000,000 shall be for incremental rental voucher assistance under section 8(o) of the Act to be distributed based on relative need, as
determined by the Secretary: Provided, That the Secretary shall make such funding available, notwithstanding section 204 (competition
provision) of this title;

[(2)1(3) [$130,000,000] $150,000,000 shall be for section 8 rental assistance for relocation and replacement of housing units that are
demolished or disposed of pursuant to section 18 of the Act, conversion of section 23 projects to assistance under section 8, the family
unification program under section 8(x) of the Act, relocation of witnesses in connection with efforts to combat crime in public and assisted
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housing pursuant to a request from a law enforcement or prosecution agency, enhanced vouchers under any provision of law authorizing such
assistance under section 8(t) of the Act, HOPE VI and Choice Neighborhood vouchers, mandatory and voluntary conversions, and tenant
protection assistance including replacement and relocation assistance or for project-based assistance to prevent the displacement of unassisted
elderly tenants currently residing in section 202 properties financed between 1959 and 1974 that are refinanced pursuant to Public Law 106—
569, as amended, or under the authority as provided under this Act: Provided, That when a public housing development is submitted for
demolition or disposition under section 18 of the Act, the Secretary may provide section 8 rental assistance when the units pose an imminent
health and safety risk to residents: Provided further, That the Secretary may only provide replacement vouchers for units that were occupied
within the previous 24 months that cease to be available as assisted housing, subject only to the availability of funds: [Provided further, That
of the amounts made available under this paragraph, $5,000,000 may be available to provide tenant protection assistance, not otherwise
provided under this paragraph, to residents residing in low vacancy areas and who may have to pay rents greater than 30 percent of
household income, as the result of (1) the maturity of a HUD-insured, HUD-held or section 202 loan that requires the permission of the
Secretary prior to loan prepayment; (2) the expiration of a rental assistance contract for which the tenants are not eligible for enhanced
voucher or tenant protection assistance under existing law; or (3) the expiration of affordability restrictions accompanying a mortgage or
preservation program administered by the Secretary: Provided further, That such tenant protection assistance made available under the
previous proviso may be provided under the authority of section 8(t) or section 8(0)(13) of the United States Housing Act of 1937 (42 U.S.C.
1437f(t)): Provided further, That the Secretary shall issue guidance to implement the previous provisos, including, but not limited to,
requirements for defining eligible at-risk households within 120 days of the enactment of this Act:] Provided further, That any tenant
protection voucher made available from amounts under this paragraph shall not be reissued by any public housing agency, except the
replacement vouchers as defined by the Secretary by notice, when the initial family that received any such voucher no longer receives such
voucher, and the authority for any public housing agency to issue any such voucher shall cease to exist: Provided further, That the Secretary,
for the purpose under this paragraph, may use unobligated balances, including recaptures and carryovers, remaining from amounts
appropriated in prior fiscal years under this heading for voucher assistance for nonelderly disabled families and for disaster assistance made
available under Public Law 110-329;

[(3)1(4) [$1,530,000,000] $2,020,037,000 shall be for administrative and other expenses of public housing agencies in administering the
section 8 tenant-based rental assistance program, of which up to $10,000,000 shall be available to the Secretary to allocate to public housing
agencies that need additional funds to administer their section 8 programs, including fees associated with section 8 tenant protection rental
assistance, the administration of disaster related vouchers, Veterans Affairs Supportive Housing vouchers, and other special purpose
incremental vouchers: Provided, That no less than [$1,520,000,000] $2,010,037,000 of the amount provided in this paragraph shall be
allocated to public housing agencies for the calendar year [2015] 2016 funding cycle based on section 8(q) of the Act (and related
Appropriation Act provisions) as in effect immediately before the enactment of the Quality Housing and Work Responsibility Act of 1998 (Public
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Law 105-276): Provided further, That if the amounts made available under this paragraph are insufficient to pay the amounts determined
under the previous proviso, the Secretary may decrease the amounts allocated to agencies by a uniform percentage applicable to all agencies
receiving funding under this paragraph or may, to the extent necessary to provide full payment of amounts determined under the previous
proviso, utilize unobligated balances, including recaptures and carryovers, remaining from funds appropriated to the Department of Housing
and Urban Development under this heading from prior fiscal years, [excluding] including special purpose vouchers, notwithstanding the
purposes for which such amounts were appropriated: Provided further, That all public housing agencies participating in the MTW
demonstration shall be funded pursuant to their MTW agreements, and shall be subject to the same uniform percentage decrease as under the
previous proviso: Provided further, That amounts provided under this paragraph shall be only for activities related to the provision of tenant-
based rental assistance authorized under section 8, including related development activities;

[(4)]1(5)[$83,160,000] $107,643,210 for the renewal of tenant-based assistance contracts under section 811 of the Cranston-Gonzalez
National Affordable Housing Act (42 U.S.C. 8013), including necessary administrative expenses: Provided, That administrative and other
expenses of public housing agencies in administering the special purpose vouchers in this paragraph shall be funded under the same terms and
be subject to the same pro rata reduction as the percent decrease for administrative and other expenses to public housing agencies under
paragraph ([3]4) of this heading;

[(5) $75,000,000 for incremental rental voucher assistance for use through a supported housing program administered in conjunction with the
Department of Veterans Affairs as authorized under section 8(0)(19) of the United States Housing Act of 1937: Provided, That the Secretary of
Housing and Urban Development shall make such funding available, notwithstanding section 204 (competition provision) of this title, to public
housing agencies that partner with eligible VA Medical Centers or other entities as designated by the Secretary of the Department of Veterans
Affairs, based on geographical need for such assistance as identified by the Secretary of the Department of Veterans Affairs, public housing
agency administrative performance, and other factors as specified by the Secretary of Housing and Urban Development in consultation with the
Secretary of the Department of Veterans Affairs: Provided further, That the Secretary of Housing and Urban Development may waive, or
specify alternative requirements for (in consultation with the Secretary of the Department of Veterans Affairs), any provision of any statute or
regulation that the Secretary of Housing and Urban Development administers in connection with the use of funds made available under this
paragraph (except for requirements related to fair housing, nondiscrimination, labor standards, and the environment), upon a finding by the
Secretary that any such waivers or alternative requirements are necessary for the effective delivery and administration of such voucher
assistance: Provided further, That the Secretary shall set aside an amount provided under this paragraph for a rental assistance and supportive
housing demonstration program for Native American veterans that are homeless or at-risk of homelessness living on or near a reservation or
other Indian areas: Provided further, That such demonstration program shall be modeled after, with necessary and appropriate adjustments for
Native American grant recipients and veterans, the rental assistance and supportive housing program funded under this paragraph, including
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administration in conjunction with the Department of Veterans Affairs and overall implementation of section 8(0)(19) of the Act: Provided
further, That amounts for rental assistance and associated administrative costs shall be made available by grants to recipients eligible to
receive block grants under the Native American Housing Assistance and Self-Determination Act of 1996 (25 U.S.C. section 4101 et seq.):
Provided further, That funds shall be awarded based on need, administrative capacity, and any other funding criteria established by the
Secretary in a Notice published in the Federal Register after coordination with the Secretary of the Department of Veterans Affairs within 180
days of enactment of this Act: Provided further, That such rental assistance shall be administered by block grant recipients in accordance with
program requirements under the Native American Housing Assistance and Self-Determination Act of 1996: Provided further, That the first and
second provisos under this paragraph shall apply to use of funds made available for this demonstration, as appropriate: Provided further, That
the Secretary, in coordination with the Secretary of the Department of Veterans Affairs, shall coordinate with block grant recipients and any
other appropriate tribal organizations on the design of such demonstration and shall ensure the effective delivery of supportive services to
Native American veterans that are homeless or at-risk of homelessness eligible to receive assistance under this demonstration: Provided
further, That grant recipients shall report to the Secretary, as prescribed by the Secretary, utilization of such rental assistance provided under
this demonstration: Provided further, That assistance made available under this paragraph shall continue to remain available for homeless
veterans upon turn-over; and]

(6) $177,500,000 shall be used for incremental rental voucher assistance for use by families, veterans, and tribal families who are experiencing
homelessness, as well as victims of domestic and dating violence: Provided, That eligibility for veterans is made without regard to discharge
status: Provided further, That the Secretary of Housing and Urban Development (the Secretary) shall make such funding available through a
competitive process to public housing agencies that partner with eligible Continuums of Care, as identified by the Secretary and to recipients
eligible to receive block grants under the Native American Housing Assistance and Determination Act of 1996 (NAHASDA) (25 U.S.C. section
4101 et seq.): Provided further, That assistance provided to recipients eligible under NAHASDA shall be subject to requirements of NAHASDA:
Provided further, That the Secretary may waive, or specify alternative requirements for any provision or statute or regulation that the Secretary
administers in connection with the use of funds made available under this paragraph upon a finding by the Secretary that any such waivers or
alternative requirements are necessary for the effective delivery and administration of such voucher assistance: Provided further, That the
Secretary shall issue guidance to implement the previous proviso;

(7) $37,500,000 shall be made available to provide incremental rental voucher assistance for victims of domestic violence, dating violence,
sexual assault, or stalking, as defined by the Violence Against Women Act Reauthorization Act of 2013 (Public Law 113—4), who require an
emergency transfer: Provided further, That the Secretary shall issue guidance to implement this paragraph;
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(8) $20,000,000 shall be made available for new incremental voucher assistance through the Family Unification Program: Provided, That the
assistance made available under this paragraph shall continue to remain available for family unification upon turnover: Provided further, That
the amounts made available under this paragraph shall be used only in connection with tenant-based assistance on behalf of—

(A) any family—

(i) who is otherwise €ligible for such assistance; and

(ii) who the public child welfare agency for the jurisdiction has certified is a family for whom the lack of adequate housing is a primary factor in
the imminent placement of the family's child or children in out-of-home care; and

(B) for a period not to exceed 60 months, otherwise eligible youths who have attained at least 18 years of age and not more than 21 years of
age and who have left foster care at age 16 or older; and

(9) The Secretary shall separately track all special purpose vouchers funded under this heading.

(Department of Housing and Urban Development Appropriations Act, 2015.)
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PUBLIC AND INDIAN HOUSING
FAMILY SELF-SUFFICIENCY PROGRAM
2016 Summary Statement and Initiatives

(Dollars in Thousands)

Enacted/ Supplemental/ Total
FAMILY SELF-SUFFICIENCY PROGRAM Request Carryover Rescission Resources obligations outlays
2014 Appropriation ................ $75,000 e e $75,000 $75,000 .
2015 Appropriation ................ 75,000 - - 75,000 75,000 $75,000
2016 REQUEST +vvvvviernninnennnnnn 85,0002 . . 85,000 85,000 75,000
Program Improvements/Offsets ...... +10,000 - - +10,000 +10,000

a/ Includes an estimated transfer to the Transformation Initiative (TI) account of $646 thousand of Budget Authority.

1. What is this request?

The Department requests $85 million for the Family Self-Sufficiency (FSS) program, which is a $10 million increase from the fiscal
year 2015 enacted level. In fiscal year 2014, the Public Housing and Housing Choice Voucher FSS programs were merged. In fiscal
year 2015, the program was made available to families participating in the Section 8 Project-Based Rental Assistance (PBRA)
program. The Department now requests an expansion of eligibility so that owners of multifamily (PBRA) properties with project-
based subsidy contracts under Section 8 can be allowed to compete for FSS coordinator funding.

The request would fund approximately 1,600 Family Self-Sufficiency Program Coordinators that will serve approximately 80,000
families.

Key outcomes of the FSS program include:
¢ Higher savings, earnings, and employment rates among program participants;
e Reduced debt, higher education attainment, and improvement in credit scores; and
e Participants graduating from the program would not require Temporary Assistance to Needy Families (TANF) assistance and
their need for rental assistance would decrease or be eliminated.

Proposals in the Budget
e Expand eligibility to apply for funds to owners of Section 8 Project-Based Rental Assistance (PBRA) properties.
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2. What is this program?

The FSS program helps families in Public Housing and the Housing Choice Voucher program make progress toward economic
security by combining:

1. Stable affordable housing;
2. Work-promoting service coordination to help families set goals and overcome barriers to increase work opportunities; and
3. Arent incentive in the form of an escrow account that grows as families' earnings increase.

The program funds FSS Coordinators who help participants achieve employment goals and accumulate assets by linking participants
to local service providers. FSS Coordinators in each local program build partnerships with employers and service providers in the
community to help participants obtain jobs and services. As such, FSS Coordinators are essential to the success of the FSS program.
FSS program participants receive training and counseling that enables them to increase their earned income and decrease or
eliminate the need for rental assistance. As a result, rental assistance resources become available to serve new families over time.

FSS Coordinators help program participants access the following services: child care, transportation, literacy training and education,
job training, employment counseling, substance/alcohol abuse treatment or counseling, financial literacy courses and/or coaching,
asset-building strategies, household skill training, homeownership counseling and others. However, these services are not funded by
the FSS program.

Generally, families have 5 years in which to achieve their goals. Participants who successfully graduate from the program become
and stay employed become independent of Temporary Assistance for Needy Families (TANF) assistance, and achieve the other goals
they set for themselves. Graduating participants gain access to their escrow account.

Actual examples of outcomes for program graduates and their families:

e 1.B. (Clackamas, OR) had $0 income at the time of FSS enrollment. With the support of FSS, she secured employment in a
manufacturing facility at $18,240 annually and was then promoted, raising her earned income to $36,553. 1.B. paid off all
her court debts, traffic fines, and assessments -- over $3,500 total -- to have her driving privileges restored. Since
graduating FSS, she continues to participate in her weekly support group meetings and is paying $822 of the $950 contract
rent.
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e Eva (El Paso, TX) is a single mother of two who had been living in public housing for over 20 years. She holds a full time job
as a hair stylist. She had wanted to purchase a home, but based on the advice of her parents she did not believe in banks
and was unable to take the next step. Through the FSS program, she enrolled in financial training and was encouraged to
start building credit. This support was the key. Eventually, she was able to purchase her own home in a matter of months.
She said that she was grateful for the years of housing support, but, “It’s time for me to move on and let someone else move
in.”

e 1.S. (Oregon City, OR) was a TANF recipient with three children. While in the FSS program, she completed Medical Assistant
training and her annual income increased from $8,360 (TANF and Child Support) to an earned income of $38,900. As a
result, she was no longer in need of TANF, Medicaid, or SNAP (Food Stamps) and has gone from paying $0 rent to paying
$839 of the monthly $900 contract rent.

e Tonya (Jersey City, NJ) increased her income from $11,774 to $32,085 while in FSS. She earned her Associate’s degree in
Early Childhood Education. Her program was mostly independent study and thus required above-average commitment and
self-motivation. FSS was there to help. When she started FSS, she was receiving TANF and paying only $336 of the $1,127
monthly rent. By the time she graduated from FSS, the balance had shifted and the PHA was only paying $388 while she
was paying the rest.

Consolidation and Expansion of the Family Self-Sufficiency Program

The fiscal year 2014 consolidation of the existing Public Housing and Housing Choice Voucher FSS programs, and expansion to allow
participation by PBRA families authorized in fiscal year 2015, enable coordinators to provide better, more uniform services to families
assisted under HUD's largest rental assistance programs. The Department requests continued appropriation of coordinator funding
in a single account, and authority to expand eligibility to apply for funds to PBRA owners. The request will: (1) allow PHAs to
continue to serve FSS participants who reside in properties going through conversion from Public Housing to Project-Based Vouchers
or PBRA under the Department’s Rental Assistance Demonstration (RAD); (2) enable PHAs to open FSS participation to PBRA
residents in their community in cases where PHAs administer the PBRA program; and (3) afford PBRA owners the authority to
administer an FSS program by hiring a coordinator with their own funds, if they so choose, or to compete for appropriated
coordinator funds.



Family Self-Sufficiency Program

2. Why is this program necessary and what will we get for the funds?

FSS Coordinator funding, paired with HUD's rental housing subsidies, has the ability to address the lack of economic security and
self-sufficiency of many assisted housing residents. The program provides opportunities for greater participant economic security and
independence, thereby supporting HUD’s Strategic Plan Goal 3, Use Housing as a Platform for Improving Quality of Life.

The consolidation of the Public Housing and Housing Choice Voucher FSS programs enacted in fiscal year 2014, and expansion to
PBRA residents in fiscal year 2015 were positive steps toward making the program more efficient and effective. Expansion of the
competition to PBRA owners will support new programs for PBRA residents and allow the FSS program to have the ability to serve
any resident regardless of the type of housing assistance they receive. It will allow for the most optimal use of limited funds by using
only one well-established program to serve these residents.

Current outcomes from the Public and Indian Housing Information Center (PIC) data system in fiscal year 2014 include:

e QOver 72,000 households actively participated in the program (59,000+ in the Housing Choice Voucher program and 13,000+ in
Public Housing).

e 4,382 families successfully completed their FSS contracts and graduated (3,808 in Housing Choice Voucher FSS and 574 in Public
Housing FSS).

e 100 percent of graduating families did not require temporary cash assistance (TANF/welfare). This is a requisite of graduating
from the program.

e 56 percent of participants that had been in the program for at least one year show an increase in earned income (57 percent in
Housing Choice Voucher FSS and 53 percent from Public Housing FSS). Average escrow at graduation for those with a positive
escrow balance was approximately $6,600.

e 1,401 (32.6 percent) of graduates exited rental assistance within one year of graduation; (1,177 from Housing Choice Voucher
(31.53 percent); and 224 from Public Housing (40 percent)).

e 485 (11.3 percent) graduating families went on to purchase a home. (401 from Housing Choice Voucher (10.74 percent), 84
from Public Housing (15 percent)).
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3. How do we know this program works?

The FSS program is a particularly cost-effective program in that it does not fund the full complement of wrap-around services utilized
by residents to achieve self-sufficiency. Instead, residents are able to benefit from an array of services leveraged from state, city and
local programs by the Service Coordinators. HUD's fiscal year 2016 budget proposal intends to capitalize even further on the
efficiencies of the program by not only serving Housing Choice Voucher and Public Housing residents, but also expanding eligibility to
residents in the Project-Based Rental Assistance (PBRA) program. This will permit coordinators to provide better and more uniform
services for families assisted through the Housing Choice Voucher, Public Housing, and PBRA programs. This proposal also supports
the Department’s commitment to the Rental Assistance Demonstration (RAD) and will allow residents who currently participate in the
Public Housing FSS program to continue to receive services when their development converts under RAD.

In an effort to further evaluate and expand upon prior promising study results (described below), HUD's Office of Policy
Development and Research (PD&R) continues to undertake a longitudinal, randomized control study of the FSS program and would
like to collaborate with the foundation community to more robustly test various FSS models within the study. The request supports
the FSS program through the period of the study, and the Department intends to modify the program as needed as further
evidence-based outcomes as are identified.

Preliminary findings of current studies suggest promising results. A trial being conducted by Manpower Demonstration Research
Corporation (MDRC) is testing the FSS program, and two alternative strategies in New York City. Early reports show that the FSS
program combined with more immediate cash incentives conditioned upon full-time work has produced a significant [increase in]
work rates among participants who were not initially working. Both the FSS program and the more immediate cash assistance on
their own have been shown to produce an earnings gain for participants who are receiving Supplemental Nutrition Assistance
Program (SNAP) benefits.

HUD’s PD&R conducted a study of FSS participant outcomes from 2005 to 2009. The 2011 report found that during that period,
program graduates were more likely to be employed and had higher incomes than non-program graduates. The average annual
income for FSS graduates had increased from $19,902 to $33,390.' HUD's first national evaluation of FSS covered the period from
1996-2000, and revealed that the median income for FSS families increased 72 percent during participation in the FSS program,

! De Silva, Lalith et. al. Evaluation of the Family Self-Sufficiency Program: Prospective Study. 2011. Prepared by Planmatics, Inc. and Abt Assoc. Inc. for the U.S.
Department of Housing and Urban Development. Available on the Internet at: http://www.huduser.org/Publications/pdf/FamilySelfSufficiency.pdf
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while a similar group of non-FSS participants’ median incomes increased by only 36 percent during the same period. > While this
study indicated that the program has positive impacts, this study did not control for self-selection and is the main reason why HUD is
completing the rigorous evaluation described above.

4. Proposal in the Budget

e Expand eligibility to apply for funding to Project-Based Rental Assistance (PBRA) owners. The fiscal year 2015 appropriations
Act allowed PBRA residents to participate in established FSS programs at PHAs and allowed PBRA owners to establish FSS
programs on their own without HUD funding. The current Budget proposal allows PBRA owners to compete for appropriated
coordinator funding. This would increase the ability for PBRA owners to provide continued services for families in a
development transitioning to PBRA through the Department’s Rental Assistance Demonstration (RAD) program and
encourage PBRA owners to establish new FSS programs to serve their residents. (Account language)

2 Lubell, Jeff. HUD Program Evaluation Confirms FSS’ Success in Promoting Self-Sufficiency and Asset-Building. 2004. Available on the Internet at:
http://www.fsspartnerships.org/includes/FSS%20Evaluation%20Summary.pdf

Robert C. Ficke and Andrea Piesse. Evaluation of the Family Self-Sufficiency Program, Retrospective Analysis, 1996 to 2000. 2005. Prepared by WESTAT, in
collaboration with Johnson, Bassin and Shaw, for the U.S. Department of Housing and Urban Development. Available on the Internet at:
http://www.huduser.org/publications/econdev/selfsufficiency.html
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PUBLIC AND INDIAN HOUSING
FAMILY SELF-SUFFICIENCY PROGRAM
Summary of Resources by Program
(Dollars in Thousands)

2014 Budget car'zrs)y]b?:/er 2014 Total 2014 2015 Budget Carzrs)y%f/er‘ 2015 Total 2016
Budget Activity Authority Into 2014 Resources obligations Authority Into 2015 Resources Request
Grants .........en.. $75,000 - $75,000 $75,000 $75,000 - $75,000 $85,000
Transformation
Initiative (transfer) e e . . . e e 646
Total ...cvvvvvnnnnn. 75,000 75,000 75,000 75,000 75,000 85,000
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PUBLIC AND INDIAN HOUSING
FAMILY SELF-SUFFICIENCY PROGRAM
Appropriations Language

The fiscal year 2016 President’s Budget includes proposed changes in the appropriation language listed and explained below. New
language is italicized and underlined, and language proposed for deletion is bracketed.

For the Family Self-Sufficiency program to support family self-sufficiency coordinators under section 23 of the United States Housing
Act of 1937, to promote the development of local strategies to coordinate the use of assistance under sections [8(0)] 8and 9 of
such Act with public and private resources, and enable eligible families to achieve economic independence and self-sufficiency,
[$75,000,000] $85,000,000, to remain available until September 30, [2016] 2017: Provided, That the Secretary may, by Federal
Register notice, waive or specify alternative requirements [under sections b(3), b(4), b(5), or c(1) of] fo section 23 of such Act in
order to facilitate the operation of a unified self-sufficiency program for individuals receiving assistance under different provisions of
the Act, as determined by the Secretary: Provided further, That owners of [a privately owned] multifamily [property] properties with
[a] project-based subsidy contracts under section 8 [contract] may compete for funding under this heading and/or voluntarily make
a Family Self-Sufficiency program available to the assisted tenants of such property in accordance with procedures established by the
Secretary: Provided further, That such procedures established pursuant to the previous proviso shall permit participating tenants to
accrue escrow funds in accordance with section 23(d)(2) and shall allow owners to use funding from residual receipt accounts to hire
coordinators for their own Family Self-Sufficiency program[: Provided further, That the Secretary may carry out a demonstration
testing the effectiveness of combining vouchers for homeless youth under the Family Unification Program authorized under section
8(x) of the United States Housing Act of 1937 (42 U.S.C. 1437 et seq.) ("the Act" herein) with assistance under the Family Self-
Sufficiency program authorized under section 23 of the Act: Provided further, That the Secretary may establish alternative
requirements to those contained in section 8(x) of the Act to facilitate such a demonstration: Provided further, That any public
housing agency that has existing Family Unification Program vouchers and an established Family Self-Sufficiency program may
participate in such demonstration provided that they can demonstrate (1) an agreement with the public child welfare agency or
agencies to serve the target population; (2) capacity to serve the target population; (3) the success of the agency's existing Family
Self-Sufficiency program in serving residents; (4) partnerships with local organizations that serve homeless youth; and (5) any other
factors established by the Secretary: Provided further, That the Secretary shall monitor and evaluate the demonstration and report
on whether the demonstration helped homeless youth achieve self-sufficiency] (Department of Housing and Urban Development
Appropriations Act, 2015.)




PUBLIC AND INDIAN HOUSING
HOUSING CERTIFICATE FUND
2016 Summary Statement and Initiatives
(Dollars in Thousands)

Enacted/ Supplemental/ Total
HOUSING CERTIFICATE FUND Request Carryover Rescission Resources obligations outlays
2014 Appropriation ................ $36,7282 $120,990v -$793¢ $156,925 .. $345,000
2015 Appropriation ................ - 179,000¢ -3,000 176,000 $176,000 248,000
2016 REQUEST +vvvvviernninnennnnnn . 23,000e -3,000 20,000 20,000 137,000
Program Improvements/Offsets ...... - -156,000 - -156,000 -156,000 -111,000

a/ This number represents source year 1975-1987 recoveries that were cancelled and an equal amount of budget authority was appropriated (the same
treatment of recoveries enacted in fiscal years 2014 and 2015 is proposed for fiscal year 2016).

b/ Includes $116 million in carryover and $4 million in recoveries (excluding source years 1975-1987).

¢/ Includes $792,779 thousand from source year 1974 or prior, which was cancelled per P.L. 113-76.

d/  Includes $116 million in carryover and $23 million in anticipated recoveries from prior obligations estimated to be collected during fiscal year 2015. Of the
anticipated recoveries, per 113-235 $15 million is estimated to be from source years-1975-1987 and will be cancelled and an equal amount appropriated, and
$3 million is estimated to be from source year 1974 or prior and will be cancelled.

e/ Includes $0 carryover and $23 million in anticipated recoveries from prior obligations estimated to be collected during fiscal year 2015. Of the recoveries,
$15 million is estimated to be from source years 1975-1987 and would be cancelled and an equal amount appropriated, and $3 million is estimated to be from
source year 1974 or prior and would be cancelled.

1. What is this request?

No new additional budget authority is requested for this account.

Appropriations language for the Housing Certificate Fund provides that recaptures from source years 1975 through 1987 will be
cancelled and an amount of additional budget authority equal to the amount cancelled will be appropriated. HUD anticipates
recaptures originating in this timeframe to be $15 million for fiscal year 2016.

Non-cancelled recaptures will be used for renewals of or amendments to rental assistance contracts, and administrative fees —
primarily in the Project-Based Section 8 Program.



Housing Certificate Fund

2. What is this program?

The Housing Certificate Fund (HCF) is best described as a conglomeration account. Prior to 2005, it was the account that funded
what are now the Tenant-Based Rental Assistance (TBRA) and Project-Based Rental Assistance (PBRA) programs. In 1998, some
smaller accounts (including Annual Contributions for Assisted Housing) were consumed by HCF, making it an even more eclectic mix.
Prior to and including 1974, HCF received contract authority (CA); between 1975 and 1987, HCF was appropriated both CA and
budget authority (BA). It is for this reason the recaptures are handled differently depending on their source year.

In 2005, the account stopped receiving BA and the TBRA and PBRA accounts were established. HCF would continue to “hold” the
account’s prior obligations; it would pay the original term (long-term up to 40-year) contract expenses as they came due and
recapture funds as appropriate. As original contract terms drew to completion, annual renewals would subsequently take place in the
PBRA account, thus slowly depleting the inventory of projects and contracts in HCF, while increasing the number of projects in PBRA.

Recaptures are primarily used for renewals, amendments, and administrative fees for multifamily housing programs.
3. Why is this program necessary and what will we get for the funds?

Please see the Project-Based Rental Assistance justification.

4. How do we know that this program works?

Please see the Project-Based Rental Assistance justification.
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PUBLIC AND INDIAN HOUSING
HOUSING CERTIFICATE FUND
Summary of Resources by Program
(Dollars in Thousands)

2014 Budget car'zrpy]baver' 2014 Total 2014 2015 Budget car'zrs)ylod;/er 2015 Total 2016
Budget Activity Authority Into 2014 Resources obligations Authority Into 2015 Resources Request
Contract Renewals ..... $35,935 $3,902 $39,837 e -$3,000 $43,630 $40,630
Contract Administrators Ce 117,088 117,088 . . 135,370 135,370
Section 8 Amendments ..
Administrative Fees ... e e e e e . . e
Total .....vvvvinnnn. 35,935 120,990 156,925 . -3,000 179,000 176,000

NOTES:

1. Fiscal year 2014 Budget Authority consists of recaptures of $36.7 million, net of balances (1974 and prior) which have been
withdrawn $(792,780).

2. %2013 Carryover Into 2014" includes $41.4 million in recaptures, net of balances withdrawn ($793 thousand) and Appropriations
permanently reduced ($36.7 million).

3. "2014 Carryover Into 2015" includes $23 million in anticipated recoveries from prior obligations estimated to be collected during
fiscal year 2014, of which $3 million is from source year 1974 and cancelled.
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PUBLIC AND INDIAN HOUSING
HOUSING CERTIFICATE FUND
Appropriations Language

The fiscal year 2016 President’s Budget includes proposed changes in the appropriation language listed and explained below. New
language is italicized and underlined, and language proposed for deletion is bracketed.

(INCLUDING [RESCISSIONS] CANCELLATIONS)

Unobligated balances, including recaptures and carryover, remaining from funds appropriated to the Department of Housing and
Urban Development under this heading, the heading "Annual Contributions for Assisted Housing" and the heading "Project-Based
Rental Assistance", for fiscal year [2015] 2016 and prior years may be used for renewal of or amendments to section 8 project-
based contracts and for performance-based contract administrators, notwithstanding the purposes for which such funds were
appropriated: Provided, That any obligated balances of contract authority from fiscal year 1974 and prior that have been terminated
[shall be rescinded] are hereby permanently cancelled: Provided further, That amounts heretofore recaptured, or recaptured during
the current fiscal year, from section 8 project-based contracts from source years fiscal year 1975 through fiscal year 1987 are hereby
[rescinded ] permanently cancelled, and an amount of additional new budget authority, equivalent to the amount [rescinded]
permanently cancelled is hereby appropriated, to remain available until expended, for the purposes set forth under this heading, in
addition to amounts otherwise available. (Department of Housing and Urban Development Appropriations Act, 2015.)
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PUBLIC AND INDIAN HOUSING
PUBLIC HOUSING OPERATING FUND
2016 Summary Statement and Initiatives
(Dollars in Thousands)

Enacted/ Supplemental/ Total
PUBLIC HOUSING OPERATING FUND Request carryover Rescission Resources obligations outlays
2014 Appropriation ................ $4,400,0002 - . $4,400,000 $4,396,021 $4,283,555
2015 Appropriation ................ 4,440,000 - - 4,440,000 4,388,000 4,349,000
2016 REQUEST ©vvvvnvvrnrrnnnnnnnnns 4,600,000¢ e e 4,600,000 4,488,000 4,461,000
Program Improvements/Offsets ...... +160,000 - - +160,000 +100,000 +112,000

a/ Includes an estimated $1.3 million transferred from the Public Housing Operating Fund for implementation of the Rental Assistance Demonstration (RAD).

b/ Includes an estimated $52 million that will be transferred for implementation of RAD.

¢/ Includes an estimated transfer to the Transformation Initiative (TI) account of $18 million of Budget Authority and an estimated $93.6 million that will be
transferred for implementation of RAD.

1. What is this request?

The Department requests $4.6 billion for the Public Housing Operating Fund for fiscal year 2016, which is a $160 million increase
over the 2015 enacted level. This request, which represents an 86 percent proration against formula eligibility (net of the estimated
$93.6 million RAD transfer), will allow the Department to continue to serve 1.1 million households (2.6 million residents) by providing
operating subsidy payments to more than 3,100 Public Housing Authorities (PHAs) for the operation, management, and maintenance
of publicly owned affordable rental housing throughout the United States and its territories.

This request is necessary to meet the operating needs of critical public housing properties throughout the country. The requested
funding reflects inflation adjustments for Project Expense Levels (PELs), Utility Expense Levels (UELs), and changes in tenant
incomes and their corresponding rent contributions®, which offset formula eligibility. This request also reflects a total of $63 million in

! The PEL inflation factor (2.98 percent) incorporates economic assumptions from the Office of Management and Budget (OMB) for pay/non-pay cost indices and
is based on a weighted average. For utilities, a blended methodology using Consumer Price Index cost data and OMB forecasts yields an inflation factor of

2.84 percent. The inflation factor for tenant income (1.06 percent) was validated against tenant income changes reported in the Public and Indian Housing
Information Center (PIC) and found to be reasonable based on recent historical trends. Eligible Unit Months (EUMs) were derived from the most recent Public
Housing unit occupancy data reflected within HUD’s systems and adjusted for anticipated changes in the inventory expected to become effective in 2015.

The increase in estimated eligibility is due primarily to inflation factors, but is mitigated by increased rent contributions and a projected net reduction of units
through demolitions and dispositions out of the inventory and conversions under the Rental Assistance Demonstration.
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anticipated savings in fiscal year 2016 from changes to the flat rent policy (enacted in fiscal year 2014, resulting in $40 million in
savings) and a proposed increase in the medical expense exclusion threshold from 3 to 10 percent ($23 million in savings).

Key outcomes of the Operating Fund program are:

e Increasing occupancy in public housing;
e Decreasing energy costs; and
e Leveraging Federal resources.

Proposals in the Budget

Revise the Threshold for Deduction of Medical and Related Care Expenses (associated savings estimated at $23 million)
Provide Additional Operating/Capital Fund Flexibility

Expand the Moving-to-Work (MTW) Program

Authorize Triennial Re-Certifications of Fixed-Income Families

Launch a Utilities Conservation Pilot

2. What is this program?

Authorized by Section 9 of the United States Housing Act of 1937, the Public Housing Operating Fund program supports the
operation of 1.1 million units of public housing, contributing to the long-term viability and preservation of the portfolio. Of the
families served by the program, approximately 60 percent are elderly and/or disabled households on a fixed income. The program
also allows communities to consider their local priorities for serving housing needs, by establishing preferences for the elderly,
disabled, homeless veterans, homeless persons generally, as well as the working poor. In addition, Public Housing remains a key
component of the overall effort to eliminate homelessness, including veteran’s homelessness.

Operating Fund eligibility for PHAs is determined based on a formula. That formula was established through negotiated rulemaking in
2007 and is codified at 24 CFR 990. A 2003 study by the Harvard University Graduate School of Design (the “Harvard Cost Study”)
provided the basis for negotiations. The Harvard Cost Study examined Public Housing operating expenses at a well-run public
housing authority relative to Federal Housing Administration (FHA) insured affordable rental housing.

Operating Fund subsidy eligibility has four primary cost drivers:
1. Allowable Project Expense Levels (PEL), which were baselined against comparable FHA properties;
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Public Housing Operating Fund

2. Reimbursement cost of utilities, or the Utilities Expense Level (UEL);
3. Tenant incomes and their corresponding rent contributions; and, finally
4. Number of months a unit is eligible for funding, or the Eligible Unit Months (EUMs).

The Public Housing program provides deeply affordable, publicly owned housing units. It is an essential piece of the housing market
that provides support for some of the nation’s most vulnerable renters as well as local economies. Wage-earners residing in public
housing earn too little to afford market-rate housing, yet they are contributing members of the local communities in which they
reside. The program conveys direct and indirect benefits on those communities in the form of employment opportunities, either at
the PHA or associated with the provision of services to residents, and in terms of the goods and services purchased by PHAs.

Public Housing serves vulnerable, low- and extremely low-income families. Currently, the program serves families with an average
household income of approximately $13,724. In comparison, the median household income in the United States is $63,9007.
Extremely low—income families (families earning less than 30 percent of an area’s median income) make up approximately 70
percent of public housing households. More than 40 percent of all households served include children. The average household
contributes more than $270 a month toward rent and utilities.

PHAs must undertake a significant level of administrative and program implementation requirements that go well beyond the
activities that other real estate owners and operators, including those in other HUD supported multifamily programs, perform. These
requirements are codified within both the 1937 Housing Act as well as program regulations. The Department is focused on
identifying meaningful ways to reduce the level of administrative burden and streamline program requirements in ways that would
not undermine accountability or program outcomes.

Some areas of PHA responsibility are:

e Annual recertifications ¢ Validation of community service requirement completion

e Timely rent collection e Annual unit inspections

e Submission of annual audited and unaudited financial e Prioritization and planning for the long-term capital needs
statements to HUD and viability of their properties

e Asset management over the physical and financial integrity of
the program

Public Housing Operating Funds are used to support such costs and activities as:

2 http://www.huduser.org/portal/datasets/il/il14/Medians2014_v2.pdf



Public Housing Operating Fund

Day-to-day management and operations for public housing including intake and maintenance staffs;

Routine and preventative maintenance;

Energy costs associated with public housing units;

Anti-crime and anti-drug activities, including the costs of security;

Operating costs for public housing units within mixed-finance projects that are owned and operated by private owners;
Supportive services to residents, including service coordinators;

Resident participation activities, including resident councils so that residents can have a voice in management and policy setting
at the PHA;

Insurance; and

Debt service incurred to finance the rehabilitation and development of public housing units.

HUD is engaged in several priority initiatives to ensure the long-term preservation and sustainability of the public housing portfolio
and that grantees are good stewards of federal resources. Several key initiatives are described below.

Homelessness Initiative

As a pivotal United States Interagency Council on Homelessness (USICH) partner in the effort to prevent and end homelessness, the
Department is looking beyond its traditional programs that directly address homelessness, in order to expand on the opportunities
within the rental assistance programs, both Public Housing and Housing Choice Voucher programs, to serve those who are homeless,
near homeless, or at risk of becoming homeless, including homeless veterans. The proposed budget enables HUD to continue the
strategies that support the four major goals to prevent and end homelessness outlined below:

1.
2.
3.
4.

Build on past progress to prevent and end chronic homelessness;
Prevent and end homelessness for veterans;
Prevent and end family and youth homelessness; and

Set a path to ending all types of homelessness.

Across the Public Housing and Housing Choice Voucher program offices, HUD has committed staff on an ongoing basis to support
this initiative. These staff supported the initial scoping of work related to the USICH and the Department’s Annual Performance Goal
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(APG) to reduce homelessness. The Department continues to conduct regional meetings with PHAs and their Continuum of Care
partners to highlight best practices and successful local initiatives. Staff also collect and interpret data and develop guidebooks and
notices.

Through our engagement of PHAs and Continuums of Care, HUD has seen an increase in the numbers of homeless families served

by the Public Housing program. In fiscal year 2014, PHAs reported housing 2,215 families experiencing homelessness. At the same

time, public housing reduces the number of vulnerable families that would otherwise fall into homelessness. In recent years, public
housing admissions dropped by 5.5 percent overall, indicating that families experiencing homelessness are benefiting from greater

program access even as overall new admissions are decreasing as a result of fewer families leaving public housing.

Energy and Sustainability Initiatives

The President has set an ambitious goal of cutting energy waste in half over the next 20 years. The President’s plan calls on federal
agencies to rapidly increase investments in energy productivity, increase the use of renewable energy technology within the Public
Housing portfolio, ramp up energy-efficiency standards, and deploy the tools and technology needed to engage consumers, the
private sector, and government leaders. Building upon the work of the Energy Performance Contracting (EPC) program, the Budget
includes a proposal for a Utilities Conservation Pilot (see below) that would expand opportunities for PHAs of all sizes to undertake
needed energy conservation measures.

The Department’s strategy to achieve its targets includes conducting regional communications to increase PHA awareness of the
program’s flexibility and current guidance, providing technical assistance tools to facilitate EPC project planning and implementation
among small agencies, as well as examining opportunities for the Department to grant increased flexibility within our current
statutory framework.

One of the Department’s Agency Performance Goals (APG) is to complete cost-effective energy, green, and healthy retrofits (APG 4).
From 2010 to 2011, the EPC program contributed nearly half of the 119,965 Public and Indian Housing (PIH) energy-efficient units
over a 2-year period, which helped the Department exceed its APG 4 goal and resulted in 201,444 energy, green, and healthy retrofit
units overall. The program has continued to contribute large numbers to APG 4.

Moving-to-Work

MTW is a demonstration program that provides PHAs the opportunity to design and test innovative, locally designed strategies that
use federal dollars more efficiently, help residents find employment and become self-sufficient, and increase housing choices for low-
income families. MTW gives PHAs exemptions from many existing public housing and voucher rules and more flexibility with how
they use their federal funds. MTW PHAs are expected to use the opportunities presented by MTW to inform HUD about ways to
better address local community needs.
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Rental Assistance Demonstration

The Department continues its Rental Assistance Demonstration (RAD) to test new preservation tools for the HUD-assisted housing
stock. It will use its statutory authority under the Consolidated and Further Continuing Appropriations Act of 2012 (Public Law 112-
55) to transfer amounts from the fiscal year 2016 Operating Fund and Capital Fund appropriations to the Tenant-Based Rental
Assistance (TBRA) or Project-Based Rental Assistance (PBRA) accounts to fund renewal costs for public housing units converting
under RAD in calendar year 2015. For additional information, refer to the Rental Assistance Demonstration justification.

3. Why is this program necessary and what will we get for the funds?

Despite a national shortage of affordable rental housing, only one in four families eligible for federal rental assistance programs
receives such assistance. HUD'’s forthcoming report to Congress, Worst Case Housing Needs 2013, reveals that among very low-
income renter households that lacked assistance in 2013, 7.7 million had worst case housing needs resulting from severe rent
burden (paying more than one-half of their monthly income for rent) or living in severely inadequate housing units. From 2003-
2013, worst case needs have increased by 48.9 percent as public-sector housing assistance and private-sector housing development
have substantially failed to keep up with the growing demand for affordable rental housing.

As of the end of fiscal year 2013 through increased efforts between HUD's Office of Field Operations and PHAs, the Department
increased public housing occupancy to more than 1.091 million units. The program’s increased occupancy highlights the
Department’s focus on making the most efficient use of program resources. Working with HUD, PHAs have become even more
successful at ensuring that all affordable housing resources are available to meet surging demands within their community. As a
consequence of the recent recession and foreclosure crisis, increasing numbers of families face shrinking household incomes, altered
employment opportunities, and are more likely to rent rather than own their home.

The Department has been working toward several goals identified in its Strategic Plan. While achievement of these goals depends on
strong performance across several programs, adequate funding of the public housing program is critical to success in several key
areas:

o "“Meet the Need for Quality Affordable Rental Homes" (Goal 2);

e “Utilize Housing as a Platform of Improving Quality of Life” (Goal 3); and

e "Build Inclusive and Sustainable Communities Free From Discrimination” (Goal 4).

Not only would funding at a lower level potentially reduce the number of families served, it will also lead to the following negative

consequences:
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e Diminished quality of life for residents; e Increased worst-case housing needs and homelessness;
e Increased capital needs; e Diminished community security; and
e Longer periods of vacancy; e Job losses.

Further, funding at a lower level may also undermine the capacity of PHAs to address their properties’ capital needs through
conversion under HUD’s Rental Assistance Demonstration (RAD). While PHAs can voluntarily convert to project-based Section 8
funding under RAD, Congress provided no additional, incremental subsidy to facilitate such conversions. Properties convert at their
existing subsidy levels, which — in the interest of preservation — must be demonstrably adequate to address capital needs without
undermining long-term operating sustainability. To the extent existing subsidy levels are reduced, it will reduce the pool of public
housing properties that are eligible for conversion through RAD.
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Public Housing Program Tenant Characteristics

HUD’s income limits are adjusted based on actual median incomes for the state and locality (metropolitan area).

*30 percent of AMI is approximately $19,170 per year for a 4-person household, (national estimate - adjusted based on actual state
and local incomes) and $13,420 for a single person. Note, that the US national poverty guideline for 2014 was set at $23,850 for a
4-person household (the guidelines are not adjusted locally, but provide a single limit for the 48 contiguous states and DC).
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4. How do we know this program works?

As part of the Department’s goal in fiscal years 2011 and 2012, the Department increased occupancy within the Public Housing
program by over 21,000 additional families. The program has achieved a sustained 96 percent occupancy rate, which is beyond the
level commonly attained within the rental housing market. Our goal is to maintain this higher occupancy rate and not lose ground as
we continue to maximize the availability of this important affordable housing resource.

The Department intends to take measures to meet this goal that will not only serve more families, but will also improve the overall
management and oversight of the program. While working toward identifying goal targets, the Department completed a thorough

analysis of its policies, a comprehensive review of data, and other steps needed to increase capacity building. Moving forward, this
new information will enable the Department to be more confident in linking performance standards to the budget request.

Additionally, HUD will continue its work to increase the supply of energy-efficient affordable housing units and promote green and
sustainable housing practices. HUD exceeded its most recent two-year Annual Performance Goal of 159,000 energy efficient and
healthy units, by completing 161,400 units of which almost half (78,000) were public housing units.

Metrics used to measure the performance of Public Housing include the Enterprise Income Verification (EIV) System and the Public
Housing Assessment System (PHAS), which collectively measure the level of improper payments, physical state of units, and the
financial condition of the organizations. HUD will continue to take aggressive steps to address the causes of improper rental housing
assistance payments and ensure that the right benefits go to the right people. To ensure attainment of the aforementioned goals,
HUD is focusing on the PHAs, owners, management agents, and contract administrators’ compliance with the mandated EIV system
use to further reduce income reporting errors.

HUD Oversight, Monitoring, and Risk Assessment of PHAs

PIH has recognized that a more proactive risk analysis and identification model is necessary in order to facilitate earlier detection of
problems, target interventions and improve oversight at PHAs. Accordingly, PIH is continuing to move forward with the
Comprehensive National Risk Assessment and the Public Housing Agency Recovery and Sustainability initiative (PHARS). Other
proposed improvement initiatives include the Compliance Monitoring pilot and revisions to Section 6(j) in fiscal year 2015.
Collectively, PIH believes these efforts will improve its ability to oversee and monitor the more than 4,000 PHAs that administer
these programs.
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This strategy prioritizes PHAs nationally based on risk with an emphasis on recent data and historic trends. Using quantitative and
qualitative analysis to determine financial, physical, governance, and management risk PIH will develop mitigation strategies to
address the risk based on the severity and available resources. The mitigation strategy, built from the PHARS model, a place-based
approach to turning around troubled and substandard PHAs, which focused on identifying the root cause and executing a recovery
strategy focused on outcomes.

Field Offices will focus on individual PHAs with the greatest risk at both the entity and project level using both on-site and remote
monitoring tools. For the Public Housing program, and specific to the Operating Fund, this will include looking at occupancy rates, as
well as metrics like tenant account receivables and physical inspection scores.

The primary source of data for the Public Housing program is the PIH Information Center (PIC) system. The Department has been
working toward clarifying definitional boundaries in the PIC system through the development of stricter protocols, particularly for
analyzing vacancy data. Program monitoring directives such as this provide the greatest potential for success in optimizing Public
Housing funds. The Department will continue to work to validate data entered into the PIC system on a routine basis, to guarantee
the quality, accuracy and reliability of the data, which drives policy and program decisions at the national level.

5. Proposals in the Budget

e Revise the Threshold for Deduction of Medical and Related Care Expenses (associated savings estimated at $23 million).
This provision would generate estimated savings of $23 million in fiscal year 2016. The change would increase the threshold
for the deduction of medical and related care expenses from 3 to 10 percent of family income. This provision was included
in the Department’s fiscal year 2015 budget request, and is repeated for 2016. (SEC. 229)

e Provide Additional Operating/Capital Fund Flexibility. The 2016 Budget proposes to allow PHAs with more than 250 public
housing units greater flexibility to use their public housing Operating and Capital funds interchangeably. In addition, HUD is
proposing to allow PHAs the flexibility to use their Operating Reserve funds not only for operating purposes, but also for capital
improvements.

Larger PHAs are restricted to using funds from Capital Fund and Operating Fund grants for the prescribed eligible uses of §§
9(d) and (e), respectively, of the 1937 Act irrespective of the nature of an individual PHA’s needs, except that they may use
up to 20 percent of their annual capital grants for eligible Operating Fund expenses.
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Specifically, the 1937 Act limits the use of Operating Funds for capital improvements to only paying debt service rather than
for direct expenditure on the capital improvements, even when available Operating Funds are sufficient to meet the need. As
a result, PHAs must pay financing charges to use existing funds for rehabilitation and development of the housing stock.
Typically, these transactions are fully collateralized with on-hand operating reserves, meaning the PHA is effectively paying the
financing fees and incurring a liability to access their funds HUD. With a $26 billion backlog in capital needs, PHAs need
greater flexibility to address as much need as possible with the limited resources available.

HUD proposes to allow PHAs with more than 250 public housing units to transfer up to 30 percent of their Capital Funds to their
Operating Fund. PHAs would be allowed to use these funds for operating expenses. In addition, such PHAs would be allowed
to use their operating reserves for capital expenditures.

This proposal would not increase HUD or PHA expenditures, but shift funding. Based on the fiscal year 2014 allocation of funds,
this would impact 791 PHAs. Using the fiscal year 2016 request for funding, approximately $162 million could be transferred
from the Capital Funds of these PHAs to their Operating Funds and Operating Fund reserves.(SEC. 223)

e Expand the MTW Program to High-Capacity PHAs. In partnership with HUD, participating PHAs will design and implement
innovative policies related to housing preservation, family self-sufficiency, mobility, cost-effectiveness and other priority areas.
Key tenant protections will continue to apply and PHAs will be subject to rigorous reporting and evaluation requirements. Up to
fifteen PHAs, managing no more than 150,000 combined Housing Choice Voucher and Public Housing units, would be selected
competitively.(SEC. 242)

o Allow for triennial recertification of fixed income households. This proposal would apply to HCV, Project-Based Rental
Assistance, and public housing. Similar to proposals found in earlier comprehensive voucher program reform bills, it would
authorize PHAs and owners to recertify fixed-income families every 3 years. Eligible families would be defined as those
families for whom at least 90 percent of income is from sources such as Social Security; federal, state, local, and private
pension plans; and the supplemental security income program. If implemented, this policy change would significantly reduce
administrative burden on PHAs and owners. It is estimated that more than half of all public housing households can be
classified as elderly or disabled households, and are likely to be fixed income families.(SEC. 243)

o Utility Conservation Pilot. HUD proposes to implement a pilot program modeled on the Operating Fund’s Frozen Rolling Base
with a portion of the savings accruing to the federal government. The objectives are to:

o Extend energy incentives to a broader range of PHAs,
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o Reduce the amount of financing that would be required to implement repairs, and
o Significantly streamline the application process.

The Department believes more PHAs will be able to undertake energy conservation measures (ECMs) and reduce their energy
consumption while also addressing a portion of public housing’s $26 billion backlog of capital needs. HUD is committed to
helping PHAs find solutions to substantially reduce their utility and water consumption, thereby reducing program costs, as well
as decrease their environmental impact. The Energy Performance Contracting (EPC) Program has been very successful at
helping large and medium sized agencies leverage energy savings to finance ECMs. However, current budgets make the
requirement to take on debt to finance repairs difficult. Further, many small agencies have been unable to secure financing
based on the size of their transaction. This pilot could reduce the need to take on debt in many cases, and, potentially, eliminate
the need entirely in others.

The Utility Conservation Pilot would allow PHAs to freeze their rolling base at current consumption levels if they commit to
achieving a reduction in their energy consumption. The time period for freezing the base would be based on the percentage of
reduction the PHA estimates it will achieve. The frozen rolling based would be reduced by 1 percent a year until it is equal to a
PHA’s actual consumption, for up to a maximum of 20 years.

For example, if a PHA commits to achieve a 5 percent reduction in consumption, their utility reimbursement under the Operating
Fund would gradually roll down over a period of 5 years. In year one, the PHA would receive 100 percent of the subsidy
calculated using the frozen rolling base. In year 2, the PHA would receive 99 percent until finally, in year 6 the PHA’s operating
subsidy would reflect the PHA’s actual energy consumption at 95 percent of their original consumption level.

Models for this pilot show estimated cost savings over 10 years from 2016 - 2025 of potentially $265 million. Of these savings,
HUD would retain 92 million over the 10 year period. This includes “avoided cost” savings of $26.9 million due to replacing aging
or failing equipment and facilities. PHAs will reduce their carbon emissions by 586,000 tons of CO? and the pilot stands to create
2,227 jobs over the 10 year period. These estimates are based on the following conservative assumptions:

e 2.5 percent or 28,436 public housing units will join the pilot annually starting in 2016 with 284,000 units over 10 years;
e PHAs achieve a reduction of energy consumption equivalent to 11 percent of total amount they spend on energy costs based
on a multifamily archetype. 11 percent savings are achieved by year 12 which is the typical project term for current PHA

ECM contracts;
e PHAs invest $800 in capital costs per unit annually with a $227 million investment over 10 years.(SEC. 244)

9-12



Public Housing Operating Fund

Energy Utility Cost Savings from PIH’s Utility Conservation Pilot ($M)
Including energy utility cost savings and avoided cost savings
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mHUD savings ® PHA Savings

Total Cumulative Savings (2016-25): $265M
HUD Share: $92M

HUD Share (energy utility costs): $65M
HUD Share (avoided costs): $27TM
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OPERATING FUND FORMULA ELIGIBILITY
# Description Actual FY 2014 Estimate FY 2015 Estimate FY 2016
1 (NF?E“L')U“"W Expense Level $5,309,075,417 $5,489,252,759 $5,567,428,656
2 Utilities 1,622,050,966 1,695,594,981 1,717,417,125
3 Less: Tenant Income (2,976,777,747) (3,001,834,626) (3,080,892,122)
4 (Plfnb;'clgc)’us'”g Operating Fund Base 3,954,348,636 4,183,013,114 4,203,953,659
MTW Alternative Formula
5 Grant, PHAS not in Base $535,094,450 $553,350,205 $568,694,468
6 | Public Housing Add-ons
7 Elderly/Disabled Coordinators $16,442,843 $17,038,074 $17,545,809
8 Resident Participation $25,550,775 $25,499,409 $25,114,160
9 Energy-Add On for Loan $43,754,554 $45,338,469 $46,689,555
Amortization
10 Payments in Lieu of Taxes $139,613,869 $144,667,891 $148,978,994
11 Cost of Independent Audit $24,871,148 $25,771,484 $26,539,474
12 Asset Management Fee $38,937,854 $38,859,576 $38,272,480
13 Information Technology Fee $26,003,546 $25,951,270 $25,559,194
14 Asset Repositioning Fee $47,078,343 $48,782,579 $50,236,300
15 Mutual Help and Turnkey Units $169,068 $175,188 $180,409
16 Estimated Appeals $10,000,000 $10,000,000
17 Stop Loss $138,970,397 $138,691,019 $136,595,654
18 f’}?lb;;’ta' Operating Fund Base (line $4,990,835,483 $5,257,138,278 $5,298,360,157
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Budget Activity

Operating Subsidy .....
PHA Financial Hardship
Assistance ...........
Rental Assistance
Demonstration
(transfer) ...........
Transformation
Initiative (transfer)
Total .....ovvvnnnnn.

NOTES:

PUBLIC AND INDIAN HOUSING
PUBLIC HOUSING OPERATING FUND
Summary of Resources by Program
(Dollars in Thousands)

2013 2014
2014 Budget carryover 2014 Total 2014 2015 Budget carryover 2015 Total 2016
Authority Into 2014 Resources obligations Authority Into 2015 Resources Request
$4,398,668 $4,398,668 $4,396,021 $4,388,000 $4,388,000 $4,506,314
1,332 1,332 - 52,000 52,000 93,686
4,400,000 4,400,000 4,396,021 4,440,000 4,440,000 4,600,000

The Rental Assistance Demonstration transfers reflected are the estimated amounts needed in 2015 and 2016 to support public
housing properties converting to the Section 8 platform in either the Tenant-Based or Project-Based Rental Assistance accounts in
the first full year following conversion. In the second full year following conversion, those properties’ units will be picked up as part
of the Tenant-Based or Project-Based renewal formulas (e.g., units converting in 2014 are reflected in the PBRA and TBRA accounts

in 2016).
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PUBLIC AND INDIAN HOUSING
PUBLIC HOUSING OPERATING FUND
Appropriations Language

The fiscal year 2016 President’s Budget includes proposed changes in the appropriation language listed and explained below. New
language is italicized and underlined, and language proposed for deletion is bracketed.

For [2015] 2016 payments to public housing agencies for the operation and management of public housing, as authorized by section
9(e) of the United States Housing Act of 1937 (42 U.S.C. 1437g(e)), [$4,440,000,000] $4,600,000,000.

(Department of Housing and Urban Development Appropriations Act, 2015.)
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PUBLIC AND INDIAN HOUSING
PUBLIC HOUSING CAPITAL FUND
2016 Summary Statement and Initiatives
(Dollars in Thousands)

Enacted/ Supplemental/ Total

PUBLIC HOUSING CAPITAL FUND Request Carryover Rescission Resources obligations outlays

2014 Appropriation ................ $1,875,000a $83,006 e $1,958,006 $1,861,112 $2,149,052
2015 Appropriation ................ 1,875,0000 100,947¢ e 1,975,947 1,875,000 1,783,000
2016 REQUEST +vvvvviernninnennnnnn 1,970,000¢ . . 1,970,000 1,970,000 1,884,000
Program Improvements/Offsets ...... +95,000 -100,947 - -5,947 +95,000 +101,000

a/ Includes an estimated $582 thousand transfer from the Public Housing Capital Fund for implementation of the Rental Assistance Demonstration (RAD).

b/ Includes an estimated $20 million that will be transferred for the implementation of RAD.

¢/ Carryover includes $96.7 million in actual carryover and $4.2 million in recaptures realized in fiscal year 2014. Excludes carryover in the amount of $284
thousands from 1974 to 1975 (Mandatory BA) that will be returned to treasury and is unavailable as a resource.

d/ Includes an estimated transfer to the Transformation Initiative (TI) account of $15 million of Budget Authority and an estimated $31.6 million that will be
transferred for the implementation of RAD.

1. What is this request?

The Department requests $1.970 billion for the Public Housing Capital Fund, which is an increase of $95 million from the 2015
enacted level. This request is comprised of:

e $1.815 billion for Public Housing Capital Fund grants, the primary funding source for public housing rehabilitation and
development (this amount is net of estimated $31.6 million RAD transfer);

e $100 million for the Jobs-Plus Pilot Initiative, an evidence-based strategy for increasing the employment opportunities and
earnings of public housing residents;

e $20 million for the Emergency and Disaster Reserve, which resolves capital needs arising from unforeseen emergency
situations or non-Presidentially declared natural disasters; and

e $3 million for Financial and Physical Assessment Support, which funds financial and physical assessment for rental housing
assistance programs.

Key outcomes of the Capital Fund program are:

e Improving the quality of public housing;
e Increasing occupancy in public housing;
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e Decreasing energy costs; and
e Leveraging federal resources.

Proposals in the Budget

e Provide Additional Operating/Capital Fund Flexibility;
e Expand the Moving-to-Work (MTW) Demonstration Program; and
e Authorize Tribally Designated Housing Entities to Administer a Jobs-Plus Program Using Jobs-Plus funds.

2. What is this program?

The Public Housing Capital Fund is a formula-driven program that serves as the primary source of funding for public housing
rehabilitation and development by providing grants to approximately 3,100 public housing authorities (PHAS). It supports the
Department’s mission by enabling PHAs to provide safe, decent, and affordable housing to approximately 1.1 million households who
cannot afford, or will not be served by, housing in the private market. More than 50 percent of these households consist of fixed-
income seniors or families in which the head-of-household is a disabled person. Of the amount requested for fiscal year 2016,
approximately $1.815 billion will fund Public Housing Capital Fund grants. This is equivalent to 53 percent of the recommended
annually accrued need.

Eligible uses of Capital Fund formula grants include, but are not limited to:
e Addressing deferred maintenance needs;
e Development, financing, and rehabilitation activities;
e Vacancy reduction;
e Resident relocation;
e Programs supporting economic self-sufficiency of public housing residents;
e Resident security and safety activities;
¢ Homeownership activities;
e Integrated utility management and energy saving measures; and

e Debt service due to unit rehab.

10-2



Public Housing Capital Fund

Accessing Private Capital. Recognizing the need to identify capital resources other than from direct grants, the Department was
granted the authority to implement a Rental Assistance Demonstration (RAD). Under RAD, PHAs have the option to convert
individual properties to the Section 8 program, enabling them to leverage private capital to address properties’ capital backlog and to
fund a capital replacement reserve for anticipated repair and replacement needs.

The Department will use its statutory authority under the Consolidated and Further Continuing Appropriations Act of 2012 (Public
Law 112-55) to transfer amounts from the fiscal year 2016 Operating Fund and Capital Fund appropriations to the Tenant-Based
Rental Assistance (TBRA) or Project-Based Rental Assistance (PBRA) accounts to fund renewal costs for public housing units
converting under RAD in calendar year 2015. In addition, through the Capital Fund Financing Program (CFFP), PHAs may pledge a
portion of their future Capital Fund program grants as payment for debt service.

The viability of both RAD and CFFP depends on adequate funding of the Capital Fund program. Conversion rents for PHA participants
in RAD are based on current funding; thus a reduction may impede conversions under RAD. A PHA's commitment to CFFP creditors
must be honored first. The reduced appropriations of recent years have increased debt service coverage ratios at PHAs that entered
into CFFP transactions in earlier years. The credit rating agencies have issued negative outlooks or downgrades on all outstanding
CFFP bonds. As a result, PHAs wishing to enter into new transactions have faced increased interest rates and decreased expectations
for future funding levels in the underwriting process.

Moving-to-Work. Moving-to-Work (MTW) is a demonstration program that provides PHAs the opportunity to design and test
innovative, locally designed strategies that use federal dollars more efficiently, help residents find employment and become self-
sufficient, and increase housing choices for low-income families. MTW gives PHAs exemptions from many existing public housing and
voucher rules and more flexibility with how they use their federal funds. MTW PHAs are expected to use the opportunities presented
by MTW to inform HUD about ways to better address local community needs.

Job-Plus Initiative. The Department requests $100 million to support the Jobs-Plus Initiative, an evidence-based strategy for
increasing the employment opportunities and earnings of public housing residents through a three-pronged program of employment
services, rent-based work incentives, and community support for work. The increase in funding from the prior year will allow more
PHAs to participate, including those with larger and higher cost developments. It will also potentially provide flexibility around
program length and maximum grant size.

This approach, piloted in 1996, offers PHAs the additional resources needed to focus intensively on employment-related activities
and incentives for residents. In the Jobs-Plus demonstration that ran from 1998 to 2003, residents in developments where the
program was well-implemented earned about 14 percent more per year than residents in comparison developments. Subsequent
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follow-up research by MDRC indicates that this earnings difference could be sustained—and could even grow--after the program
ended.

Emergency and Natural Disaster Reserve. The Department requests up to $20 million to be set aside in a reserve to make grants to
PHAs for capital needs arising from emergency situations or non-Presidentially declared natural disasters. PHAs that suffer damage
as a result of Presidentially-declared natural disasters are eligible to receive funding from the Federal Emergency Management
Agency under the Robert T. Stafford Relief Act.

Financial and Physical Assessment Support. The Department requests up to $3 million to support financial and physical assessment
support for rental housing assistance programs. These activities are primarily performed by the Real Estate Assessment Center
(REAC), which provides the Offices of Housing and Public and Indian Housing with timely and accurate assessments of HUD’s
assisted real estate portfolio using physical and financial assessments. The table below, which includes the fiscal year 2016 request,
represents the Department’s active plan for Financial and Physical Assessment Support for Rental Housing Assistance programs.
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REAC Financial and Physical Assessment Obligations and Activities by Fiscal

Year
FY 2015 FY 2016
(estimated) (estimated)
Projected BA carryover into FY $17,557,320 $9,575,881
Projected new BA in FY 5,000,000 3,000,000
Total funds available for FY (Carryover +
new BA) $22,557,320 $12,575,881
Estimated Obligations by Activity
FY 2015 FY 2016

(estimated)

(estimated)

Physical Assessments (Conduct physical

inspections of PHAs, quality assurance reviews $2,054,232 $4,078,223
and provide reports.)

Financial Assessments (Conduct financial reviews

of PHAs, audits, quality assurance reviews and 5,358,329 3,303,786
provide reports.)

Program Support (All other activities such as R&D

quality assurance, Technical Assistance Center,

IMS/PIC to support the creation of Financial and 5,568,878 >/176,336
Physical Assessments.)

Total funds obligated $12,981,439 $12,558,345
Total Carryover into Next FY $9,575,881 $17,536
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Financial Assessment: The REAC Financial Assessment Subsystem for Public Housing (FASS-PH) assesses the financial
condition of approximately 3,100 PHAs that receive HUD funds to manage and operate public housing units. In
addition to assessing PHAs' financial health, FASS-PH conducts various analyses to aid in improving PHAs’ financial
outlook by identifying, addressing and mitigating risks. FASS-PH also receives comments from agencies’ independent
financial auditors. FASS-PH enables the Offices of Housing and PIH managers and decision-makers to determine
where their customer support, assistance, and recovery assets are most needed. FASS-PH’s independent calculations
of project and PHA financial scores from approved submissions show 99 percent of system generated FASS-PH scores
are accurate.

Physical Assessment: REAC's Physical Assessment Subsystem (PASS) manages the physical assessment protocols
required to evaluate the overall physical condition of approximately 7,200 Public Housing and 30,000 Multifamily
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Housing properties that receive rental assistance or are insured by the Federal Housing Administration mortgage
insurance program. Inspections are conducted periodically by Reverse Auction sourced inspectors using a risk-based
approach, with the lowest scored properties being inspected annually. PASS completes 90 percent of target
inspection production by inspection type (MF Non-Insured, MF Servicing Mortgagee and Public Housing.

REAC has introduced several tools and processes to improve the inspection procedure and outputs. The White House
Physical Inspection Alignment project has conducted 1,200 aligned inspections, creating more inspection uniformity,
reduced costs, and limited duplicative physical inspections performed by different government entities. Photo
capability has put REAC's inspection program on par with commercial industry standards and is providing validation of
the inspection results and clear evidence of housing deficiencies.
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o Program Support: REAC also verifies the accuracy of reported resident income via the Enterprise Income Verification
system to ensure that housing subsidies are paid accurately by managing a series of computer income matching
procedures on residents living in HUD housing with the Social Security Administration and the Department of Health
and Human Services.

o PHA Intervention: Based on the financial and physical assessments conducted through the FASS-PH and PASS and
the use of that data to identify at-risk and troubled PHAs, REAC and the Office of Field Operations work collaboratively
to identify those PHAs requiring targeted interventions based on the National Risk Assessment, which relies on the
data provided from the FASS-PH and PASS subsystems.

e Administrative and Judicial Receiverships. Balances from prior fiscal years are sufficient to support the costs of
administrative and judicial receiverships in fiscal year 2016; therefore, the Budget requests no additional funding for this
activity.

PIH is establishing an Enterprise Risk Management (ERM) model based on the Committee of Sponsoring Organizations of the
Treadway Commission’s (COSO) ERM integrated framework. Based on modern risk management best practices, the ERM
model will enhance identification and prioritization of risk and management of appropriate mitigation strategies. The goal is to
change the business processes of PIH offices allowing management to make better resource decisions, proactively develop
strategies for addressing risks and embracing opportunities, and standardize risk management decision making criteria.

PIH continues to refine and implement a comprehensive national risk assessment tool and risk mitigation strategy to
facilitate the early detection of problems, target intervention and improve oversight at both the entity and property level
of PHAs. The National Risk Assessment tool combines data points from existing HUD systems with a qualitative staff
survey completed by public housing field staff to determine the level of risk at a PHA. Preemptive measures, however,
will not necessarily prevent receiverships from occurring.

A discussion of why a PHA might end up in receivership has been provided to the Committees on Appropriations in the
annual report “Status of PHAs under Administrative and Judicial Receivership,” submitted earlier this year. It also covers
the types of technical assistance HUD provides. Since fiscal year 2013, PIH has engaged technical assistance providers for
PHAs under receivership using contract procurement actions and competitively awarded cooperative agreements.

In fiscal year 2014, HUD transitioned three PHAs out of administrative receivership and back to local control: the
Housing Authority of the City of Cocoa (HACC), the Virgin Islands Housing Authority (VIHA), and the Housing Authority of
New Orleans (HANO). These transitions followed capacity building and technical assistance with an emphasis on
governance, financial management, and asset redevelopment. The judicial receivership of the Housing Authority of
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Kansas City also ended in 2014. The Detroit Housing Commission, Lafayette Housing Authority, East St. Louis Housing
Authority and Wellston Housing Authority are each expected to transition to local control by the end of calendar year

2015.

Below is a breakdown of projected obligations and carryover.

Administrative and Judicial Receiverships Obligations and Activities by Fiscal Year
FY 2015 FY 2016
(Estimated) (Estimated)
Total Carryover at FY Start $6,415,136 $4,315,136
Budget Authority $3,000,000 $0
Total funds available for FY (Carryover + BA) $9,415,136 $4,315,136
Activities
FY 2015 FY 2016
(Estimated) (Estimated)
Gary Housing Authority Recovery Administration $1,600,000 $0
East St. Louis Repositioning $500,000 $0
Community Compass Technical Assistance NOFA* $3,000,000 $3,000,000
Total funds obligated $5,100,000 $3,000,000
Total Carryover into Next FY $4,315,136 $1,315,136
'FY 2014 Community Compass Technical Assistance NOFA obligations are anticipated to fund
activities that include approximately $1M in financial services technical assistance at Gary Housing
Authority and $2,000,000 in technical assistance at anticipated new receiverships.
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3. Why is this program necessary and what will we get for the funds?

Public housing is one of the few options for many of the nation’s lowest-income families and helps prevent them from slipping into
homelessness. However, more than half of the nation’s public housing stock was constructed prior to 1970 and requires significant
rehabilitation. The most recent Capital Needs Assessment (CNA), completed in 2010, estimated the backlog of unmet public housing
capital need at approximately $26 billion. The projected annual accrual of needs across the inventory is estimated to be at least
$3.4 billion per year on average over the next 20 years.

Despite a national shortage of affordable rental housing, only one in four families eligible for federal rental assistance programs
receives such assistance. HUD's forthcoming report to Congress, Worst Case Housing Needs 2013, reveals that among very low-
income renter households that lacked assistance in 2013, 7.7 million had worst case housing needs resulting from severe rent
burden (paying more than one-half of their monthly income for rent) or living in severely inadequate housing units. From 2003-
2013, worst case needs have increased by 48.9 percent as public-sector housing assistance and private-sector housing development
have substantially failed to keep up with the growing demand for affordable rental housing.

The rise in hardships among renters is due to substantial increases in rental housing demand and weakening incomes that increased
competition for already scarce affordable units. Increased demand and static or shrinking supply have resulted in unprecedented
wait times for housing assistance; as a result, many communities have closed their waitlists.

The Capital Fund remains essential to achieving this Administration’s goals related to improving the quality of public housing,
increasing occupancy in public housing, decreasing energy costs, and leveraging federal resources.

e Improving the quality of public housing. More than half of the nation’s public housing stock was constructed prior to 1970; some
as early as 1936. As a result, these units require significant rehabilitation work to bring them into a condition that is safe,
decent, and sustainable. Despite the addition of replacement public housing units, there has been a net loss of over 135,000
public housing units since fiscal year 2000, representing an average loss of approximately 9,000 units annually. As units are lost,
residents are displaced and housed through the Housing Choice Voucher program, likely at a higher cost per family over time.
This request empowers PHAs to meet as many of their capital needs as possible in fiscal year 2016, given constraints in the
current fiscal environment, while HUD continues to pursue long-term solutions to address properties’ capital needs, such as
through RAD and Choice Neighborhoods.

e Increasing occupancy in public housing. HUD’s goal is to maintain occupancy of public housing units at 96 percent of available
inventory. HUD is focused on the challenge of preserving the availability of quality affordable rental housing in order to provide a
stable platform for low-wage families to improve their lives, preventing homelessness and reducing worst-case housing needs. In
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fiscal year 2014, more than 2,000 additional public housing units were developed, due in part to physical improvements made
through Capital Fund programs. The fiscal year 2016 request is expected to enable HUD to continue providing housing resources
for the additional families to whom access had been expanded in earlier years.

e Decreasing energy costs. As part of the Administration’s climate plan, the Department is committed to expanding energy-efficient
housing options. HUD’s goal is to complete cost-effective energy, green, and healthy retrofits of 85,000 HUD-supported
affordable homes in fiscal year 2015. In fiscal year 2014, the Capital Fund contributed to achieving this goal by enabling PHAs to
make more than 5,493 units and unit equivalents more energy efficient, and build an additional 795 green units.

e Leveraqging federal resources. Given the current federal fiscal environment, PHAs cannot meet needs by using only federal funds
and must leverage outside investment. One of the programs created to achieve this purpose is the CFFP. HUD has approved
approximately 186 transactions involving 246 PHAs through the CFFP. The total amount of loan and bond financing approved to
date is approximately $4.5 billion. The CFFP has evolved such that PHAs are further leveraging their Capital Fund dollars by
utilizing the CFFP to obtain Low-Income Housing Tax Credits. Approximately $2.5 billion worth of tax credits have been leveraged
using CFFP funds.

The Capital Fund program is the only source of federal funding dedicated to addressing the rehabilitation and development needs of
the public housing inventory. These funds contribute to the preservation of this public asset and the continued availability of housing
to some of the nation’s most economically vulnerable populations.
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Public Housing Program Tenant Characteristics

HUD’s income limits are adjusted based on actual median incomes for the state and locality (metropolitan area).

*30 percent of AMI is approximately $19,170 per year for a 4-person household, (national estimate - adjusted based on actual state
and local incomes) and $13,420 for a single person. Note, that the US national poverty guideline for 2014 was set at $23,850 for a
4-person household (the guidelines are not adjusted locally, but provide a single limit for the 48 contiguous states and DC).
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4. How do we know this program works?

The most recent Capital Needs Assessment (CNA), completed in 2010, estimated the backlog of unmet public housing capital need at
approximately $26 billion. According to the 2010 CNA, the backlog need has not increased significantly since the 1998 CNA. This is
attributable, in part, to the shrinking size of the public housing inventory and, in part, to expenditures from Capital Fund grants to
meet needs at properties. The projected annual accrual of needs across the inventory is estimated to be at least $3.4 billion per year
on average over the next 20 years. The Capital Fund program has been successful at holding the aggregate condition of the
inventory at a level consistent with the 1998 CNA to the extent it has been funded at levels enabling PHAs to meet annual need.

The following are examples of how we know that the Public Housing Capital Fund program is working:

The Capital Fund Helps Protect the Value of the Existing Public Housing Stock. Public housing constitutes an economic and social
asset that cannot be created or sustained by the private market. Replacing this inventory would be cost prohibitive. The Capital Fund
preserves as many of these units as possible to mitigate the heightened costs of future replacement. It is essential to protecting the
economic value of the nation’s public housing inventory and to serving some of the most economically vulnerable families.

Capital Fund Expenditures Contribute Significantly to Local Economies. Direct spending by PHAs on capital improvements,
construction, maintenance, and operations totals approximately $6.5 billion per year. This direct spending generates significant
indirect economic activity in these communities.

The Capital Fund Helps PHAs Leverage Resources. As discussed earlier, the CFFP has been used to leverage more than $4.5 billion of
funding in 186 transactions. Additionally, Capital Funds have also been used to leverage other sources of funds to create public
housing units. In fiscal years 2007 through 2014, $2.12 billion in Capital Funds were invested in mixed-finance transactions to
leverage $7.9 billion in private and other public funding sources. A total of 165 PHAs closed 439 mixed-finance transactions during
the 8-year period. These are significant accomplishments given the complexity of CFFP and mixed-finance transactions.

The Capital Fund Develops and Builds Green, Sustainable, and Accessible Communities. The Capital Fund enables PHAs to not only
preserve and rehabilitate public housing units, but also to build energy- and cost-efficient public housing and to develop green and
sustainable communities. By fiscal year 2016 HUD anticipates full implementation of the green Physical Needs Assessment (PNA) in
public housing as identified in HUD’s Strategic Plan.
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Selected examples are summarized below.

Philadelphia (PA) Housing Authority ("PHA"). The PHA's LEED Gold Norris Apartments has been recognized for outstanding
achievement by the Mid-Atlantic Regional Council of the National Association of Housing and Redevelopment Officials (NAHRO).
Norris Apartments is PHA's first-ever LEED certified development, and meets nationally accepted standards for planning, design,
construction, and operation of high-performance green buildings. Energy savings for the apartment units are projected at 29 to
39 percent, while the townhomes are projected to save 38 to 45 percent, compared to conventionally -built units. The design
includes a small pocket park in the center courtyard that provides green space for residents while limiting rainwater runoff into
the city sewer system. Norris Apartments is a transit-oriented development near the Temple University Station, a hub for all of
SEPTA's regional rail lines, and is ideally located near a variety of educational services and the commercial corridor of Broad
Street. The 51-unit redevelopment effort complements ongoing public and private development in the neighborhood and has
attracted positive attention from students and private citizens in the area. PHA invested approximately $45 million in Capital
Funds leveraging over $92 million in private and other public funds.

Pinellas County (FL) Housing Authority ("PCHA"). PCHA developed Pinellas Heights, a new mixed-finance, energy-efficient
community for seniors with incomes below 60 percent of AMI. Funding for the $24 million community included Capital Funds as
well as funds from several other non-profit, public and private sources. Pinellas Heights features 153 units, including 21 public
housing units. Pinellas Heights received the National Green Building Standards Silver designation. Energy efficient features will
help those with limited incomes stretch their budgets, and key design elements will help to resist storms and foster the safety of
the residents. In addition, Pinellas Heights has as a library, a computer lab, an exercise room, a dining room, meeting rooms,
seating areas, and onsite management offices.

. Proposals in the Budget

Provide Additional Operating/Capital Fund Flexibility. The 2016 Budget proposed to allow PHAs with more than 250 units the
flexibility to transfer up to 30 percent of Capital Funds to Operations; allow Operating Reserve Funds to be used not only for
operating purposes, but also for capital improvements; and establish a Capital Fund Replacement Reserve to be held by
Treasury in LOCCS.

Larger PHAs are restricted to using funds from Capital Fund and Operating Fund grants for the prescribed eligible uses of §§
9(d) and (e), respectively, of the 1937 Act irrespective of the nature of an individual PHA’s needs, except that they may use
up to 20 percent of their annual capital grants for eligible Operating Fund expenses.
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Specifically, the 1937 Act limits the use of Operating Funds for capital improvements to only paying debt service rather than
for direct expenditure on the capital improvements, even when available Operating Funds are sufficient to meet the need. As
a result, PHAs must pay financing charges to use existing funds for rehabilitation and development of the housing stock.
Typically, these transactions are fully collateralized with on-hand operating reserves, meaning the PHA is effectively paying the
financing fees and incurring a liability to access their funds HUD. With a $26 billion backlog in capital needs, PHAs need
greater flexibility to address as much need as possible with the limited resources available.

HUD proposes to allow PHAs with more than 250 public housing units to transfer up to 30 percent of their Capital Funds to their
Operating Fund. PHAs would be allowed to use these funds for operating expenses. In addition, such PHAs would be allowed
to use their operating reserves for capital expenditures.

This proposal would not increase HUD or PHA expenditures, but shift funding. Based on the fiscal year 2014 allocation of funds,
this would impact 791 PHAs. Using the fiscal year 2016 request for funding, approximately $162 million could be transferred
from the Capital Funds of these PHAs to their Operating Funds and Operating Fund reserves.

Also, PHAs would be allowed to establish a capital reserve account. A Capital Fund Replacement Reserve account would allow
PHAs to accumulate funds for large-scale capital expenditures identified in their Physical Needs Assessments. The reserve
account would be held by the Treasury in LOCCS.

Replacement reserve accounts are routinely used in the private sector and are required for multifamily properties insured by the
Federal Housing Administration. These accounts improve the ability of PHAs, especially small PHAs, to address their backlog of
capital needs by allowing PHAs to accumulate sufficient funding across several years to engage in large capital projects without
need of financing.

Establishing a replacement reserve account would be a voluntary option for PHAs. HUD has discussed this proposal with the
industry, who support this concept in theory. It is unknown what percentage of PHAs would opt to use these accounts.

To facilitate this proposal, HUD is recommending eliminating the current 2-year obligation and 4-year expenditure requirements
for Capital Funds placed in replacement reserve accounts. Instead, HUD would specify a new timeframe for expenditure of those
funds, and would also establish a limit to the amount a PHA could maintain in its replacement reserve accounts. PHAs would
identify the proposed use of the funds. (Section 223)
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Expand the MTW Program to High-Capacity PHAs. In partnership with HUD, participating PHAs will design and implement
innovative policies related to housing preservation, family self-sufficiency, mobility, cost-effectiveness and other priority areas.
Key tenant protections will continue to apply and PHAs will be subject to rigorous reporting and evaluation requirements. Up to
fifteen PHAs, managing no more than 150,000 combined Housing Choice Voucher and Public Housing units, would be selected
competitively. (Section 242)

Authorize Tribally Designated Housing Entities to Administer a Jobs-Plus Program Using Jobs-Plus funds. HUD proposes to allow
tribes and tribally designated housing entities (TDHES) to administer a Jobs-Plus pilot program funded from the Jobs-Plus
appropriation. This pilot program would be informed by the MDRC Jobs-Plus demonstration, and incorporate lessons learned
from the Jobs-Plus program grants currently being competed. The core components of the program would remain the same — a
rent incentive that encourages work, job promotion and training activities for tribal members and clients of TDHEs, and
community support for work that involves saturation of the community with positive work messages. The pilot would be tailored
to account for the specific needs of Indian Country. (Account Language)
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PUBLIC AND INDIAN HOUSING
PUBLIC HOUSING CAPITAL FUND
Summary of Resources by Program
(Dollars in Thousands)

2013 2014
2014 Budget carryover 2014 Total 2014 2015 Budget Carryover 2015 Total 2016
Budget Activity Authority Into 2014 Resources obligations Authority Into 2015 Resources Request

Formula Grants ........ $1,786,418 $20,495  $1,806,913  $1,802,789 $1,764,000 $11,274  $1,775,274  $1,815,432
Emergency/Disaster

RESEIVE .uvverevnrnss 20,000 8,451 28,451 21,204 23,000 4,530 27,530 20,000
Resident Opportunities

and Supportive

Services ............. 45,000 17,394 62,394 17,378 45,000 45,175 90,175
Administrative

Receivership ......... Ce 16,527 16,527 10,111 3,000 6,415 9,415
Financial and Physical

Assessment Support ... 8,000 18,809 26,809 9,250 5,000 17,557 22,557 3,000
Tenant Opportunity .... .. .. e e e e .. ..
J0bS-PTUS ©evvrrnnnnn. 15,000 e 15,000 e 15,000 15,000 30,000 100,000
Technical Assistance .. e 1,330 1,330 380 - 996 996
Capital Fund Training

and Education

Facilities ...........
Rental Assistance

Demonstration

(transfer) ........... 582 .. 582 . 20,000 . 20,000 31,568
Transformation

Initiative (transfer) e e e e e e e 14,972

TOtal ovvvinaiiinns 1,875,000 83,006 1,958,006 1,861,112 1,875,000 100,947 1,975,947 1,970,000
NOTES:
The Rental Assistance Demonstration transfers reflected are the estimated amounts needed to support public housing properties converting
to the Section 8 platform in either the Tenant-Based or Project-Based Rental Assistance accounts in the first full-year following conversion.
In the second full-year following conversion, those properties’ units will be picked up as part of the Tenant-Based or Project-Based renewal
formulas.
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PUBLIC AND INDIAN HOUSING
PUBLIC HOUSING CAPITAL FUND
Appropriations Language

The fiscal year 2016 President’s Budget includes proposed changes in the appropriation language listed and explained below. New language
is italicized and underlined, and language proposed for deletion is bracketed.

For the Public Housing Capital Fund Program to carry out capital and management activities for public housing agencies, as authorized
under section 9 of the United States Housing Act of 1937 (42 U.S.C. 1437g) ("the Act"), [$1,875,000,000] $1,970,000,000, to remain
available until September 30, [2018] 2019: Provided, That notwithstanding any other provision of law or regulation, during fiscal year
[2015] 2016 the Secretary of Housing and Urban Development may not delegate to any Department official other than the Deputy
Secretary and the Assistant Secretary for Public and Indian Housing any authority under paragraph (2) of section 9(j) regarding the
extension of the time periods under such section: Provided further, That for purposes of such section 9(j), the term "obligate" means, with
respect to amounts, that the amounts are subject to a binding agreement that will result in outlays, immediately or in the future: Provided
further, That up to [$5,000,000] $3,000,000 shall be to support ongoing Public Housing Financial and Physical Assessment activities:

[ Provided further, That up to $3,000,000 shall be to support the costs of administrative and judicial receiverships:] Provided further, That of
the total amount provided under this heading, not to exceed [$23,000,000] $20,000,000 shall be available for the Secretary to make
grants, notwithstanding section 204 of this Act, to public housing agencies for emergency capital needs [including safety and security
measures necessary to address crime and drug-related activity as well as needs] resulting from unforeseen or unpreventable emergencies
and natural disasters excluding Presidentially declared emergencies and natural disasters under the Robert T. Stafford Disaster Relief and
Emergency Act (42 U.S.C. 5121 et seq.) occurring in fiscal year [2015: Provided further, That of the amount made available under the
previous proviso, not less than $6,000,000 shall be for safety and security measures: Provided further, That of the total amount provided
under this heading $45,000,000 shall be for supportive services, service coordinator and congregate services as authorized by section 34 of
the Act (42 U.S.C. 1437z-6) and the Native American Housing Assistance and Self-Determination Act of 1996 (25 U.S.C. 4101 et seq.)]
2016: Provided further, That of the total amount made available under this heading, up to [$15,000,000] $100,000,000 may be used for
[incentives as part of] a Jobs-Plus [Pilot] initiative modeled after the Jobs-Plus demonstration: Provided further, That the funding provided
under the previous proviso shall provide competitive grants to partnerships between public housing authorities, local workforce investment
boards established under section 117 of the Workforce Investment Act of 1998, and other agencies and organizations that provide support
to help public housing residents obtain employment and increase earnings: Provided further, That applicants must demonstrate the ability to
provide services to residents, partner with workforce investment boards, and leverage service dollars: [Provided further, That the Secretary
may set aside a portion of the funds provided for the Resident Opportunity and Self-Sufficiency program to support the services element of
the Jobs-Plus Pilot initiative:] Provided further, That the Secretary may allow PHAs to request exemptions from rent and income limitation
requirements under sections 3 and 6 of the United States Housing Act of 1937 as necessary to implement the Jobs-Plus program, on such
terms and conditions as the Secretary may approve upon a finding by the Secretary that any such waivers or alternative requirements are
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necessary for the effective implementation of the Jobs-Plus [Pilot] initiative as a voluntary program for residents: Provided further, That the
Secretary shall publish by notice in the Federal Register any waivers or alternative requirements pursuant to the preceding proviso no later
than 10 days before the effective date of such notice: [Provided further, That for funds provided under this heading, the limitation in section
9(g)(1) of the Act shall be 25 percent: Provided further, That the Secretary may waive the limitation in the previous proviso to allow public
housing agencies to fund activities authorized under section 9(e)(1)(C) of the Act:] Provided further, That of the amount provided for the
Jobs-Plus initiative, the Secretary may set aside up to $15,000,000 for competitive grants to Indian tribes and tribally designated housing
entities, as defined in section 4(13) of the Native American Housing Assistance and Self-Determination Act of 1996 (NAHASDA), to provide
support to help residents of housing assisted under NAHASDA obtain employment and increase earnings: Provided further, That such
assistance shall be modeled after the Jobs-Plus initiative, with necessary and appropriate adjustments made by the Secretary for NAHASDA
grant recipients and families living on or near a reservation or other Indian areas: Provided further, That the Secretary may waive, or specify
alternative requirements for, any provision of any statute that the Secretary administers in connection with the use of funds made available
under this heading, upon a finding by the Secretary that any such waivers or alternative requirements are necessary for the effective use of
grants under the previous proviso and after publication in the Federal Register not later than 10 days before the effective date of such
waiver or alternative requirement: Provided further, That from the funds made available under this heading, the Secretary shall provide
bonus awards in fiscal year [2015] 2016 to public housing agencies that are designated high performers[: Provided further, That the
Department shall notify public housing agencies of their formula allocation within 60 days of enactment of this Act]. (Department of Housing
and Urban Development Appropriations Act, 2015.)
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PUBLIC AND INDIAN HOUSING
NATIVE AMERICAN HOUSING BLOCK GRANTS
2016 Summary Statement and Initiatives
(Dollars in Thousands)

NATIVE AMERICAN HOUSING BLOCK Enacted/ supplemental/ Total

GRANTS Request Carryover Rescission Resources obligations outlays
2014 Appropriation ................ $650,000 $43,940 e $693,940a $665,398 $747,378
2015 Appropriation ................ 650,000 32,542 - 682,542b 672,542 712,852
2016 REQUEST +vvvvviernninnennnnnn 660,000 10,000 . 670,000¢ 662,000 721,400
Program Improvements/Offsets ...... +10,000 -22,542 - -12,542 -10,542 +8,548

a/ Includes permanent indefinite authority of $1.4 million for the Title VI program for upward re-estimates, and $4.0 million in recaptures realized in fiscal year
2014.

b/ Includes permanent indefinite authority of $4.0 million for the Title VI program for upward re-estimates.

¢/ Includes an estimated Transformation Initiative (TI) transfer that may be up to 0.5 percent or $5 million, whichever is less, of Budget Authority.

1. What is this request?

The Department requests $660 million for the two programs authorized by the Native American Housing Assistance and Self-
Determination Act of 1996 (NAHASDA), which are the Indian Housing Block Grant program and the Federal Guarantees for Financing
Tribal Housing Activities program, also known as the “Title VI” loan guarantee program:

e $658 million for the Indian Housing Block Grant, which is the primary program authorized by NAHASDA, and
e $2 million for the Title VI loan guarantee program to be used as credit subsidy in support of loan guarantees.

This request is approximately 1.5 percent more than the fiscal year 2015 request of $650 million. The increase will ensure that the
current level of assistance can be maintained, and low-income American Indian and Alaska Native families will not be put at risk of
losing safe, decent, affordable housing. Despite the program’s consistent successes, the demand for affordable housing in Indian
Country has increased year after year. Meanwhile, due to a number of years at level or decreased funding, inflation has steadily
eroded the buying power of the block grants, making new development less feasible. Instead of constructing new homes, many
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recipients are choosing to use their scarce funds to operate and maintain their current, aging stock, including *HUD homes” that
were funded before IHBG was implemented (funded by the U.S. Housing Act of 1937).
This level of funding will support the following outcomes:

e Provide $658 million in block grant funds to approximately 362 recipients representing 551 tribal entities in 34 States.

e Construct, acquire, or rehabilitate 4,415 homeownership units and 1,380 rental units (5,795 total units). This level of funding
will also allow grantees to operate and maintain low-income “HUD units,” funded before NAHASDA was enacted, which
numbered approximately 48,766 in fiscal year 2014. It will also provide other housing services through the eligible activities
recognized by NAHASDA.

e Guarantee up to $17.5 million in loans with the $2 million in requested credit subsidy for the Title VI loan guarantee program.
IHBG recipients may use this program to borrow funds from private lenders to develop larger housing developments.

Key outcomes of the IHBG program are:

Increases in quantity, quality, and energy efficiency of affordable homes in Indian Country;

A greater number of large-scale housing developments using the Title VI program to borrow funds at market rates;
Greater capacity of tribal housing entities to administer housing programs; and

Enhanced sustainability of Native American communities.

2. What is this program?

The Indian Housing Block Grant (IHBG) program and the Federal Guarantees for Financing Tribal Housing Activities program are two
programs authorized by the Native American Housing Assistance and Self-Determination Act of 1996 (P.L. 104-330, 25 U.S.C. 4101
et seq. "NAHASDA"). NAHASDA was reauthorized in 2008 through fiscal year 2013 (P.L. 110-411). The program is the principal
means by which the United States fulfills its trust obligations to low-income American Indian and Alaska Natives to provide safe,
decent, and sanitary housing. Further, IHBGs are the main source of funding for housing assistance in Indian Country.

IHBG is an annual formula grant that provides housing and housing-related assistance to low-income American Indians and
Alaska Natives who live on Indian reservations or in other traditional Indian areas. The actual IHBG grant recipients are eligible
tribal entities or their designated housing entities, which in turn deliver housing assistance to families in need. In addition to
566 federally recognized Indian tribes, five non-federally recognized Indian tribes with Indian housing authorities are eligible to
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participate in NAHASDA programs because they entered into contracts and received funding from HUD pursuant to the U.S. Housing
Act of 1937, prior to the enactment of NAHASDA. These five state-recognized tribes were “grandfathered” into the IHBG program.

IHBG recipients have the flexibility to design and implement appropriate, place-based housing programs, according to local needs
and customs. This fundamental provision of IHBG has proved to be extremely effective in Indian Country, where local conditions,
needs, and cultures vary widely. Local control has empowered Indian community planners to strategically consider long-term
housing development that makes sense for their particular circumstances, taking into consideration climate, geography, and their
population’s needs and preferences. IHBG recipients also have the flexibility to leverage their federal dollars to access other sources
of funds, which spurs further community and economic development.

Fundamentally, NAHASDA programs (the IHBG and the Title VI Guarantee program), recognize the rights of tribal self-determination
and self-governance, and the unique relationship between the federal government and the governments of Indian tribes, established
by long-standing treaties, court decision, statutes, Executive Orders, and the United States Constitution. The foundation of HUD’s
partnership with federally recognized tribes is its government-to-government consultation policy, which includes a commitment to
engage in formal negotiated rulemaking when appropriate, as when developing federal policies that have tribal implications.

IHBG Eligible Activities: The program allows grant recipients to develop and support affordable housing and provide housing
services through the following seven eligible activities:

1. Development. The acquisition, new construction, reconstruction, or moderate or substantial rehabilitation of affordable housing,
which may include real property acquisition, site improvement, development and rehabilitation of utilities, necessary
infrastructure and utility services, conversion, demolition, financing, administration and planning, improvement to achieve greater
energy efficiency, mold remediation, and other related activities.

2. Indian Housing Assistance. The provision of modernization or operating assistance for housing previously developed or operated
pursuant to a contract between the Secretary and an Indian housing authority. “Indian Housing Assistance” refers to the
operation and maintenance of “pre-NAHASDA,” or “1937 Act” HUD units.

3. Housing Services. Funds used to provide housing counseling for rental or homeownership assistance;, establishment and
support of resident management organizations; energy auditing; supportive and self-sufficiency services; and other related
services assisting owners, residents, contractors, and other entities participating or seeking to participate in eligible housing
activities.
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4. Housing Management Services. The provision of management services for affordable housing, including preparation of work
specifications, loan processing, inspections, tenant selection, management of tenant-based rental assistance, the costs of
operation and maintenance of units developed with funds provided by NAHASDA, and management of affordable housing
projects.

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

6. Model Activities. The Department may approve housing activities under model programs that are designed to carry out the
purposes of the Act and are specifically approved by the Secretary as appropriate for such purpose. Examples of model activities
include: renovating a homeless facility in the community, providing rental subsidy for units developed under the low-income
housing tax credits program, and developing a neighborhood park to be used primarily by low-income residents.

7. Administrative Expenses. Recipients may expend up to 20 percent of their grant funds for planning and administration, or
30 percent, if the annual IHBG is $50,000 or less (24 CFR § 1000.238). Activities include administrative management, evaluation
and monitoring, preparation of the Indian Housing Plan and Annual Performance Report, and staff and overhead costs directly
related to carrying out affordable housing activities.

Title VI Program and Eligible Activities: Title VI of NAHASDA, “Federal Guarantees for Financing Tribal Housing Activities,”
established a loan guarantee program for IHBG recipients. Regulations are at 24 CFR PART 1000, Subpart E. The program
guarantees repayment of 95 percent of unpaid principal and interest due on obligations. These guaranteed loans are for the IHBG
recipients (Indian tribes and their tribally designated housing entities (TDHE)) that are in need of additional funds for housing
activities.

The tribe or TDHE pledges future IHBG grant funds as security for repayment of the loan obligation to a private lender or investor
who then provides lump sum project financing. HUD provides a guarantee to the lender or investor to repay all or a portion of the
unpaid principal balance and accrued interest if a borrower fails to repay the debt and a default is declared.

The target for fiscal years 2015 and 2016 is to guarantee five loans each year. As of September 30, 2014, 80 guarantees for
approximately $207 million had been issued over the 15-year life of the program. Almost 3,000 affordable housing units or the
supporting infrastructure have been financed with this funding. In fiscal year 2013, six loans were guaranteed, for a total of
$19.48 million. In fiscal year 2014, five loans were guaranteed, for $14.42 million.
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The White House Council on Native American Affairs includes more than 30 federal departments and agencies, and coordinates the
Administration’s engagement with tribal governments. The President’s national policy initiative advances the Administration’s
concerted efforts to restore and heal relations with Native Americans and strengthen the nation-to-nation relationship between the
United States and tribal governments, bolstering the federal policies of self-determination and self-governance that will help
American Indian and Alaska Native leaders build and sustain their own communities. As part of the President’s commitment to
Native Americans, HUD’s Office of Native American Programs frequently collaborates with other federal agencies as well as state,
local, non-profit, and for-profit entities that serve Indian Country. HUD has worked with such entities to address disaster recovery
efforts in Indian Country and the lack of access to safe drinking water and basic sanitation.

3. Why is this program necessary and what will we get for the funds?

The lack of housing and infrastructure in Indian Country is severe and widespread, and far exceeds the funding currently provided to
tribes. Access to financing and credit to develop affordable housing in Indian Country is often difficult to obtain.

The request will assist grantees in the construction, acquisition, and rehabilitation of at least 4,415 homeownership units and

1,380 rental units; and fund the operation and maintenance of approximately 48,000 HUD-funded housing units. The Title VI
program will guarantee approximately five loans to develop affordable housing projects.

Since its first funding year in 1998, through fiscal year 2014, the IHBG program distributed about $10.7 billion to approximately
360 recipients representing more than 550 tribal governments. Recipients have used those funds over the last 16 years to build or
acquire more than 36,000 affordable homes, and rehabilitate more than 71,000 (in addition to other housing assistance activities,
such as operation and maintenance); however, experts in the late 1990s estimated that Indian Country was in immediate need of
90,000 to 200,000 new affordable units. While IHBG is an effective program, it is able to address less than half of the immediate
need.

Among the 566 federally recognized tribes, economic conditions vary widely; however most tribes suffer from high poverty rates.
The IHBG formula shows, in the last 11 years (2003-2014):

e the number of low-income families in the IHBG formula areas grew by 39 percent, from 224,461 families, to 311,019 families;

e the number of overcrowded households, or households without adequate kitchens or plumbing, grew by 18 percent, from
91,032 households to 107,695 households; and

e the number of families with severe housing costs grew by 51 percent, from 42,401 families, to 64,235 families.
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The table below shows examples of the disproportion between the increases in development costs compared to the increases in the
Indian Housing Block Grant over an 11-year period. The total development costs (TDCs) shown are for a modest 3-bedroom home.
The NAHASDA appropriation for fiscal year 2003 was $649 million. In fiscal year 2014, it was $650 million. The 1.5 percent increase
in fiscal year 2016 will ensure that the current level of assistance can be maintained for the pre-NAHASDA units, maintain the level of
housing units, and the level of housing-related assistance to low-income American Indians and Alaska Natives who live on Indian
reservations or in other traditional Indian areas in Indian Country.

Recipient/Tribe 2003 TDC | 2014 TDC CZ‘;IQD: | 2003mBe 2014 IHBG 2’;::93(;
Navajo (AZ) $156,219 $314,213 101% $92,530,695 $85,990,708 7.07%
Cherokee (OK) $130,576 $256,598 97% $30,152,266 $28,697,052 -4.83%
Cook Inlet (AK) $243,822 $492,291 102% $14,778,007 $15,702,500 6.26%
Pine Ridge (SD) $149,369 $291,137 95% $9,915,277 $11,499,720 15.98%
Blackfeet (MT) $150,343 $315,206 110% $6,273,002 $6,961,162 10.97%
Puyallup (WA) $189,848 $372,059 96% $2,300,477 $2,423,743 5.36%
Menominee (WI) $170,953 $354,517 107% $2,631,825 $2,620,899 0.42%
Aroostook (ME) $156,920 $299,392 91% $641,067 $606,546 5.4%

The U.S. Census American Community Survey 2006-2010 reports:

e 26.4 percent of American Indians and Alaska Natives live below the poverty level, compared to 13.8 percent of the national
population.

e Of the American Indian and Alaska Native persons living on Indian lands, 11.6 percent live in overcrowded housing.
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e In selected American Indian counties in Arizona-New Mexico, there is a 16 percent overcrowding rate; in that same area,
almost 10 percent of AIAN households have incomplete plumbing, and about 9 percent lack complete kitchen facilities.

1. In selected Alaska Native counties in Alaska, there is a 22 percent overcrowding rate. In that same area, 18 percent
of households lack complete plumbing, and 15 percent of households lack complete kitchens.

Overcrowding has negative effects on a families’ health, especially children’s health, and tends to exacerbate domestic violence,
substance abuse, truancy, and poor performance in school. Homes suffer more wear and tear when they are overcrowded, and the
over use of appliances coupled with poor ventilation can lead to conditions that promote mold growth.

Native American Housing Needs Study: In fiscal year 2014, HUD continued the ongoing comprehensive study on housing needs in
Indian Country, including native communities in Alaska and Hawaii. This study, the Assessment of Native American, Alaska Native
and Native Hawaiian Housing Needs, was mandated by Congress under the Consolidated Appropriations Act, 2010. It is being
conducted by HUD's Office of Policy Development and Research and the Urban Institute. The Department budgeted $4.0 million for
the study, but that was increased to $5.447 million in order to add a household survey in Hawaii and additional consultations.

The study, which has been underway since fiscal year 2011, examines housing needs through several approaches, including:
reviewing data from the 2000 and 2010 Decennial Censuses, and from the American Community Survey, conducting interviews with
tribal leaders and with staff at the tribally designated housing entities, surveying Native American households, and analyzing the
impact of the IHBG program. Another component of the study will be a separate report on Native Hawaiian housing issues. An
ongoing commitment to the comprehensive and scientific research of housing conditions in Indian Country will be necessary to
accurately measure and analyze the effects of this program. The study’s final report is expected to be published in August 2015.

4. How do we know this program works?

Program Evaluations: A comprehensive, independent evaluation of the IHBG program was conducted in fiscal year 2009. The
evaluators (ACKCO and Abt Associates) concluded that the program addresses the primary housing needs in Indian Country.
However, the evaluators pointed out that, “It is clear that for most tribes, the magnitude of housing problems dwarfs the resources
available from IHBG.” The final report noted that, in fiscal year 2008, about two-thirds of tribes received grants of less than
$500,000. When the researchers asked tribal housing administrators about the ability of the IHBG program to address local housing
needs, all 28 respondents were consistent in their response. They praised the program, saying that the structure of the program is
good and offers sufficient flexibility for addressing a variety of housing needs.
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A comprehensive, independent evaluation of the Title VI Loan Guarantee program was conducted in fiscal year 2008. The
evaluators (ACKCO and Abt Associates) concluded, “Overall, the impact of the Title VI loan guarantee program on tribal members,
tribes, and surrounding communities has been significant. Tribal members have greater access to affordable housing opportunities,
which has engendered a sense of pride and independence among tribal members. Among tribes, the program addressed their most
pressing housing conditions, provided critical learning opportunities to understand the housing development process, and created
access to private financing markets that otherwise would not have been available to tribes. The program has also affected
surrounding communities by improving the community’s aesthetics and increasing the community’s skill base.”

In February 2010, the Government Accountability Office (GAO) published its Report to Congressional Committees on Native American
Housing. That report stated: “Most grantees that we [GAO] surveyed and interviewed view NAHASDA as effective, largely because
it emphasizes tribal self-determination. Grantees feel the program has helped to improve housing conditions and increase access to
affordable housing . . . The concept of tribal self-determination is fundamental to the administration of this program, and its practice
has resulted in efficient and effective uses of funds that are appropriate for each community. The somewhat paternalistic programs
of the past, in which a national HUD office mandated how much, where, and what types of housing assistance should be provided,
were primarily designed for urban areas, and generally did not work well in Indian Country. In contrast, applying the concepts of
local control and tribal self-determination to the block grant program has been warmly received by tribal officials and has resulted in
well run, innovative housing programs.”
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The chart illustrates the number of affordable housing units built, acquired, and rehabilitated since fiscal year 2007 (figures for
fiscal years 2015 and 2016 represent targets for those years):

Fiscal Year Number of Units Units Total

Built or Acquired Rehabilitated Units
FY 2016

(target estimated based on $660 m 1,874 3,921 5,795
request)
FY 2015

(target estimated based on $650 m 1,874 3,921 5,795
request)

FY 2014 971 3,716 4,687

FY 2013 1,359 4,128 5,487

FY 2012 2,290 4,576 6,866

FY 2011 2,140 5,537 7,677

FY 2010 2,082 3,485 5,567

FY 2009 2,849 4,942 7,791

FY 2008 2,715 3,859 6,574

FY 2007 2,683 3,974 6,657

*data was current as of October 28, 2014

Training and Technical Assistance for Program Recipients: Technical assistance and training are particularly necessary in most Indian
communities due to many factors, including the complexity of financing when trust land is involved, and issues related to sparse,
low-income populations, remote locations, and intergovernmental considerations. HUD highlights and promotes best practices that
support development in Indian Country, and encourages innovative methods of construction, management, and finance. Training
and technical assistance are provided to tribes and tribally designated housing entities to build their capacity to deliver affordable
housing programs. Training and technical assistance are provided to residents of low-income housing to increase their self-
sufficiency and life skills. Efforts include supporting green building, energy efficiency efforts, resource conservation, mold prevention
and remediation, and responsible homeownership. In fiscal year 2016, it is anticipated that HUD will offer training related to these
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programs, including overall development and financial planning, housing services, and the advantages of leveraging NAHASDA funds
with other homeownership programs. In fiscal year 2014, HUD provided training to more than 640 persons at 23 events, covering
topics essential to program administration: Procurement, Environmental Review, NAHASDA Essentials, Title VI Loan Guarantee,
Board of Commissioners training, Indian Housing Planning, and Annual Performance Reporting.

In addition to the training classes, 65 tribes received customized, on-site technical assistance in fiscal year 2014—about twice as
many as received technical assistance the year before. Topics included transitional housing, self-monitoring, tribally determined
wage rates, environmental review, contracts, housing directors, strategic planning, procurement, financial management,
administration, mold/moisture, NAHASDA, Indian Housing Plan, audits, rehabilitation, long-term planning, policies/procedures,
admissions, occupancy, construction, low-income tax credits, and grant writing.
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Budget Activity

Formula Grants ........
Loan Guarantee - Title
VI (Credit Subsidy)
Technical Assistance ..
National or Regional
organization .........
Transformation
Initiative (transfer)
Total .....ovvvnnnnn.

PUBLIC AND INDIAN HOUSING
NATIVE AMERICAN HOUSING BLOCK GRANTS
Summary of Resources by Program
(Dollars in Thousands)

2013 2014

2014 Budget carryover 2014 Total 2014 2015 Budget Carryover 2015 Total

Authority Into 2014 Resources obligations Authority Into 2015 Resources
$643,000 $29,709 $672,709 $651,396 $642,500 $21,651 $664,151
2,000 5,212 7,212 1,440 2,000 5,772 7,772
2,000 7,124 9,124 7,667 2,000 224 2,224
3,000 1,895 4,895 4,895 3,500 4,895 8,395
650,000 43,940 693,940 665,398 650,000 32,542 682,542
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PUBLIC AND INDIAN HOUSING
NATIVE AMERICAN HOUSING BLOCK GRANT
Appropriations Language

The fiscal year 2016 President’s Budget includes proposed changes in the appropriation language listed and explained below. New
language is italicized and underlined, and language proposed for deletion is bracketed.

For the Native American Housing Block Grants program, as authorized under title I of the Native American Housing Assistance and
Self-Determination Act of 1996 (NAHASDA) (25 U.S.C. 4111 et seq.), [$650,000,000] $660,000,000, to remain available until
September 30, [2019] 2020: Provided, That, notwithstanding the Native American Housing Assistance and Self-Determination Act of
1996, to determine

the amount of the allocation under title I of such Act for each Indian tribe, the Secretary shall apply the formula under section 302 of
such Act with the need component based on single-race census data and with the need component based on multi-race census data,
and the amount of the allocation for each Indian tribe shall be the greater of the two resulting allocation amounts: [Provided further,
That of the amounts made available under this heading, $3,500,000 shall be contracted for assistance for national or regional
organizations representing Native

American housing interests for providing training and technical assistance to Indian housing authorities and tribally designated
housing entities as authorized under NAHASDA: Provided further, That of the funds made available under the previous proviso, not
less than $2,000,000 shall be made available for a national organization as authorized under section 703 of NAHASDA (25 U.S.C.
4212): Provided further, That of the amounts made available under this heading, $2,000,000 shall be to support the inspection of
Indian housing units, contract expertise, training, and technical assistance in the training, oversight, and management of such Indian
housing and tenant-based assistance, including up to $300,000 for related travel:] Provided further, That of the amount provided
under this heading, $2,000,000 shall be made available for the cost of guaranteed notes and other obligations, as authorized by title
VI of NAHASDA: Provided further, That such costs, including the costs of modifying such notes and other obligations, shall be as
defined in section 502 of the Congressional Budget Act of 1974, as amended: Provided further, That these funds are available to
subsidize the total principal amount of any notes and other obligations, any part of which is to be guaranteed, not to exceed
[$16,530,000] $17,452,007 [: Provided further, That the Department will notify grantees of their formula allocation within 60 days
of the date of enactment of this Act]. (Department of Housing and Urban Development Appropriations Act, 2015.)
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PUBLIC AND INDIAN HOUSING
INDIAN HOUSING LOAN GUARANTEE FUND (SECTION 184)
2016 Summary Statement and Initiatives
(Dollars in Thousands)

Enacted/ Supplemental/ Total
INDIAN HOUSING LOAN GUARANTEE FUND Request Carryover Rescission Resources obligations outlays
2014 Appropriation ................ $6,000 $111,594 e $117,594a $111,710 $114,086
2015 Appropriation ................ 7,000 5,884 - 12,884 12,884 8,184
2016 REQUEST +vvvvviernninnennnnnn 8,000 . . 8,000 8,000 8,000
Program Improvements/Offsets ...... +1,000 -5,884 - -4,884 -4,884 -184

a/ Total resources, obligations and outlays include permanent indefinite authority of $107 million for guaranteed loan upward re-estimates, and approximately
$75 thousand in recaptures realized in fiscal year 2014.

1. What is this request?

The Department requests $8 million for fiscal year 2016 for the Indian Housing Loan Guarantee program (also known as the
Section 184 program), which is a $1 million increase from the 2015 enacted level. Of the requested amount:

e The Department plans to use $7.25 million in credit subsidy to support $1.15 billion in loan guarantee volume based on a
subsidy rate of 0.63 percent. However, the Budget requests $1.27 billion in commitment authority in case program demand
necessitates the use of additional credit subsidy (up to the $8 million request); and

e Up to $750,000 is requested for administrative contract expenses in support of management processes.

The program makes it possible for Indian tribes, Indian housing authorities, and tribally designated housing entities to promote the
development of sustainable reservation communities by making homeownership a realistic option for tribal members. It provides
access to market-rate, private mortgage capital, and is not subject to income restrictions. The program allows Native Americans
from across the income spectrum the opportunity to purchase quality housing in their native community. Tribes can also use the
program to diversify the type of housing on native lands by developing housing for homeownership or as long-term rentals, without
affordability restrictions.
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Key outcomes of the Indian Housing Loan Guarantee Fund are:

e Convenient access to market-rate lending for home mortgages in Indian Country;

e Mortgage lenders serving borrowers and community developers in Indian Country; and

e An adequate supply of housing in Indian Country for middle- and higher income residents, sufficient to relieve
overcrowding.

Proposals in the Budget

e Authority to get indemnification from lenders participating in the direct guarantee program

e Authority to allow lenders to be terminated from the program for poor perfomance

e Redefine the term “Indian” and “Indian Tribe” to be consistent with the Native American Housing Assistance and Self-
Determination Act (NAHASDA)

2. What is this program?

The Indian Housing Loan Guarantee program is authorized by Section 184 of the Housing and Community Development Act of 1992,
P.L. 102-550, enacted October 28, 1992, as amended. Regulations are at 24 CFR part 1005. The program addresses the special
needs of American Indians and Alaska Natives by making it possible to achieve homeownership with market-rate financing.
Historically, American Indians and Alaska Natives have had limited retail banking opportunities and limited access to private
mortgage capital, primarily because much of the land in Indian Country is held in trust by the federal government. Land held in trust
for a tribe cannot be encumbered or alienated, and land held in trust for an individual Indian must receive federal approval through
the Bureau of Indian Affairs (an agency within the Department of the Interior) before a lien can be placed on the property.

This loan guarantee program maximizes a relatively minimal federal investment by insuring almost 4,000 loans each year, and by
expanding markets for lenders. The program provides an incentive for private lenders to market loans to this traditionally
underserved population by guaranteeing 100 percent repayment of the unpaid principal and interest due in the event of default.
Lenders get the guarantee by making mortgage loans to American Indian and Alaska Native families, Indian tribes, and tribally
designated housing entities to purchase, construct, refinance, and/or rehabilitate single family homes on trust or restricted land, and
in tribal areas of operation. There is no income limit or minimum required to participate, but borrowers must qualify for the loans.

In 2013, more than 80 percent of the approved loans were underwritten by program-approved lenders, an increase of 20 percent
over fiscal year 2012. In fiscal year 2014, “direct guarantee lenders” underwrote 85 percent of the loans that were approved. In
fiscal year 2013, 3,852 loans were guaranteed for almost $672.3 million. The average loan in fiscal year 2013 was approximately
$174,529. In fiscal year 2014, 3,449 loans were guaranteed for more than $595 million. The average loan in fiscal year 2014 was
$172,517.
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Ongoing collaboration with Ginnie Mae resulted in an increased percentage of Section 184 loans included in Ginnie Mae pools. HUD
has expanded outreach and is working with financial institutions and credit unions that serve Native American communities to
increase access to borrowers at the grassroots level. Expanding the secondary market will increase liquidity for these lenders. This
growth is essential to the expansion of the program.

HUD intends to propose statutory changes to ensure the program’s long-term viability. This includes clarification of key definitions;
increased underwriting authority for mortgage lenders, with the inclusion of indemnifications; and loan modification options for those
who fall behind on their mortgage. The program requires lenders to play an active role in servicing the loans. Early intervention and
loss mitigation are vital tools for borrowers who are struggling to retain their homes in difficult economic times.

Presidential Initiatives and Interagency Partnerships: As part of the President’s commitment to Indian Country, HUD and the Office
of Native American Programs frequently collaborate with other federal agencies that serve Indian Country, especially the Bureau of
Indian Affairs (BIA), the Indian Health Service (IHS), the Departments of Agriculture (USDA) and Energy (DOE), the Federal
Emergency Management Agency (FEMA), and the Environmental Protection Agency (EPA).

HUD has collaborated extensively with the BIA to streamline the processes for obtaining Title Status Reports on trust land, which is
necessary when tribes need to obtain leasehold interests on trust land properties. This effort will allow tribes to better manage their
housing inventory, create better neighborhoods, and encourage economic growth. HUD also worked with BIA on the drafting of
leasing regulations related to the Helping Expedite and Advance Responsible Tribal Homeownership HEARTH Act (2012), and will
continue to work with BIA in the implementation of these regulations to make the leasing process more efficient for tribes and
lenders.

3. Why is this program necessary and what will we get for the funds?

HUD continues to be the largest single source of financing for housing in tribal communities. This program is the primary vehicle to
access mortgage capital in Indian communities. It makes it possible for tribes to promote the development of sustainable
reservation communities by making homeownership a realistic option for tribal members. It provides access to market-rate, private
mortgage capital, and is not subject to income restrictions. The program gives Native Americans from across the income spectrum
the choice of living in their native community.

Housing and infrastructure needs in Indian Country are severe and widespread, and far exceed the funding currently provided to
tribes. Data published by the U.S. Census (2006-2010 American Community Survey) shows American Indians and Alaska Natives
disproportionately suffer from severe housing needs. Of the American Indian and Alaska Native persons living on Indian lands,
11.6 percent live in overcrowded housing, compared to a rate of 3.2 percent for all persons in the United States. In selected
American Indian counties in Arizona-New Mexico, there is a 16 percent overcrowding rate. In selected Alaska Native counties in
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Alaska, there is a 22 percent overcrowding rate. About 15.7 percent of the “AI/AN alone” (single-race) population in South Dakota
was overcrowded, compared to only 2.1 percent of the total population in that state.

The U.S. Census defines overcrowding as 1.01 or more persons per livable room. Overcrowding is especially prevalent, and it is not
uncommon in some Indian communities for two or three extended families to share the same home. Overcrowding has negative
effects on a family’s health, especially children’s health, and tends to exacerbate domestic violence, substance abuse, truancy, and
poor performance in school. Homes suffer more wear and tear when they are overcrowded, and the over-use of appliances coupled
with poor ventilation can lead to conditions that promote mold growth.

According to the 2010 U.S. Census, 5.2 million Americans identified themselves as American Indian or Alaska Native (Race Alone or
in Combination with One or More Other Races). This was 1.7 percent of the total national population of 308.7 million. (2.9 million
reported they were “American Indian/Alaska Native Alone,” or “single-race.”)

Demand for this program has outpaced the current statutory framework. In 20 years of operation, the program has guaranteed
26,250 loans; 3,449 in fiscal year 2014. As the program has grown over the last 15 years, HUD identified, and included in its budget
request for fiscal year 2013, refinements needed to the authorizing statute. These included: 1) the authority to increase the up-
front guarantee fee from one percent to a maximum of 3 percent; and 2) the authority to establish and collect annual premium
payments in an amount not exceeding one percent of the remaining guaranteed balance.

In fiscal year 2015 HUD implemented a 0.15 percent annual premium payment in order to meet program demand without further
increasing appropriations. The annual fee is payable each month as a component of the monthly mortgage payment, and impacts
all loan applications issued on or after November 15, 2014. This is consistent with the Administration’s desire for government-
sponsored mortgage programs to be self-sufficient. Collecting the annual premium will reduce reliance on federal appropriations to
offset the risks associated with loan guarantees and insurance programs.

4. How do we know this program works?

The primary indicator of performance is the number of loans guaranteed under this program. This verifiable output measure is a
good indicator of the overall performance and strength of the program. This program:

¢ helps stem the foreclosure crisis by educating and counseling consumers when they buy or refinance a home, and by
servicing delinquent loans;

e creates financially sustainable homeownership opportunities by making private financing accessible to a historically
underserved population; and

e s establishing an accountable and sustainable housing finance system.
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As of September 30, 2014, a total of 26,250 (cumulative over the 20-year life of the program) loans had been guaranteed, with loan
guarantee authority of more than $4.25 billion.

HUD expects the program to grow more than 15 percent in fiscal year 2015, as key secondary market participants return to asset-
based lending, with an emphasis on government-insured and guaranteed products. In fiscal year 2016, with positive economic
indicators and program growth trends, the program should be able to assist approximately 5,750 families with a guaranteed loan.
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Indian Housing Loan Guarantee - Summary of Loan Activity

Actual Estimate Estimate
2014/ 2015 2016
(Dollars in Thousands)

Number of Loan Commitments........ccooiviiiiiiiiiiiiini s ceeeann, 4,110 4,863 5776
Number of Loans ENAOrsed...........uuueummermmmmmmmmmmmnmninisinniins s 3,449 4,000 5750
Average Loan Size of Endorsed LOans .........ccceeeevivennnnnneeennnnes vees $172 $175 $175
Number of Loans in Delinquent Status at End of Fiscal Year........... 1,400 1,750 1,750
Number of Loans that Defaulted in Fiscal Year ........ccccccvvvviviiinnnnn. 149 250 450
Total Number of Loans in Default ... o, 559 809 1,259
Loan Guarantee Commitment Limitation ..........cccooeiiiiiiiiiinnn e, $708,799*’  $851,000 $1,150,793
SUDSIdY RAtE ... =Y 1.30 0.63

a/ Actual data as of 9/30/14.
b/ This is the amount of guaranteed loan commitments made; the fiscal year 2014 loan guarantee commitment limitation was
$1.818 milion.

As it has each year since the program’s inception, HUD will provide training and technical assistance to tribes, lenders, and
individuals who participate or seek to participate in the program.

Program Evaluation: A comprehensive, independent evaluation of the program was conducted in 2007. It was procured with HUD
funds, at the request of the Office of Management and Budget. The evaluators (ACKCO and Abt Associates) concluded that the
Indian Housing Loan Guarantee program is viewed as an important vehicle for expanding home ownership in tribal communities.
The final evaluation report says, “Based on our discussions with tribes and lenders, most potential borrowers did not have access to
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mortgage lending before Section 184 became available. The borrowers we spoke to were satisfied with the support they received
and with their homes and financing terms.”

5. Proposals in the Budget

The Department proposes the following general provisions to maximize Indian housing resources in order to improve
housing conditions in Indian Country.

e Authority to allow lenders to indemnify HUD for losses on certain loans that were closed without HUD's prior review. This
proposal authorizes HUD to require lenders to indemnify HUD against losses when Section 184 loans are non-
compliant with Section 184 program requirements. Similar authority is used in the Federal Housing Administration’s
single family loan program, which is the federal mortgage product most similar to the Section 184 program. (Sec. 234)

e Authority to terminate lenders from the program. This proposal would allow HUD to terminate lenders from the program
if they pose an unacceptable risk to the program. This proposal reduces the risk to HUD by removing high risk lenders.
Similar authority exists for the Federal Housing Administration. (Sec. 234)

e Quality Control evaluation of lender portfolios has identified lenders whose portfolios had a number of technical errors.
Although none of these reviews has produced enough errors to warrant enforcement action, HUD is concerned that future
evaluations could identify a lender who is engaging in questionable practices. By strengthening HUD's ability to terminate
lenders from the program, HUD also will provide a deterrent against fraud and error by lenders.

e Redefine the terms “Indian” and “Indian Tribe” to be consistent with the Native American Housing Assistance and Self-
Determination Act (NAHASDA). In the definition section of the current statute, the definition for the terms “Indian” and
“Indian Tribe” areoutdated. This proposal makes these definitions consistent with the Native American Housing Assistance
and Self-Determination Act (NAHASDA). These are conforming changes with no significant impact on program operations
or finances. (Sec. 235 and Sec. 236)
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Budget Activity

Loan Gua
Subsidy

rantee Credit

Transformation
Initiative ...........
Land Title Report
commision ............
Loan Guarantee
contracts ............

Total

PUBLIC AND INDIAN HOUSING
INDIAN HOUSING LOAN GUARANTEE FUND (SECTION 184)
Summary of Resources by Program
(Dollars in Thousands)

2013 2014

2014 Budget carryover 2014 Total 2014 2015 Budget carryover 2015 Total 2016
Authority Into 2014 Resources obligations Authority Into 2015 Resources Request
$5,250 $109,892 $115,142 $110,763 $6,250 $4,396 $10,646 $7,250
110,763
99 99 99 99
750 1,603 2,353 947 750 1,389 2,139 750
6,000 111,594 117,594 222,473 7,000 5,884 12,884 8,000
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PUBLIC AND INDIAN HOUSING
INDIAN HOUSING LOAN GUARANTEE FUND (SECTION 184)
Appropriations Language

The fiscal year 2016 Budget includes proposed changes in the appropriation language listed and explained below. New language is
italicized and underlined, and language proposed for deletion is bracketed.

For the cost of guaranteed loans, as authorized by section 184 of the Housing and Community Development Act of 1992 (12 U.S.C.
1715z-13a), [$7,000,000] $8,000,000, to remain available until expended: Provided, That such costs, including the costs of
modifying such loans, shall be as defined in section 502 of the Congressional Budget Act of 1974: Provided further, That these funds
are available to subsidize total loan principal, any part of which is to be guaranteed, up to [$744,047,000] $1,269,841,270, to
remain available until expended: Provided further, That up to $750,000 of this amount may be for administrative contract expenses
including management processes and systems to carry out the loan guarantee program. (Department of Housing and Urban
Development Appropriations Act, 2015.)
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PUBLIC AND INDIAN HOUSING
NATIVE HAWAIIAN HOUSING BLOCK GRANTS
2016 Summary Statement and Initiatives
(Dollars in Thousands)

NATIVE HAWAIIAN HOUSING BLOCK Enacted/ supplemental/ Total

GRANTS Request Carryover Rescission Resources obligations outlays
2014 Appropriation ................ $10,000 $855 e $10,855 $10,855 $29,600
2015 Appropriation/Request ........ 9,000 89 . 9,089 9,089 13,000
2016 ReqUEST .+ viiiiiiia i e e e e e 12,000
Program Improvements/Offsets ...... -9,000 -89 - -9,089 -9,089 -1,000

1. What s this request?

The Department does not request an appropriation in fiscal year 2016 for the Native Hawaiian Housing Block Grant (NHHBG), which
is $9 million less than the fiscal year 2015 enacted level. The Department of Hawaiian Home Lands (DHHL) is projected to have
sufficient carryover balances to administer this program and support the construction, acquisition, or rehabilitation of 65 affordable
housing units and their related infrastructure during fiscal year 2016. DHHL has $36 million in unspent funds from prior-year grants
as of January 21, 2015, and will be awarded an additional $9 million provided by the 2015 Appropriations Act.

Key outcomes of the NHHBG program are:

e Anincrease in the quantity and quality of affordable homes on the Hawaiian home lands;
e The development and improvement of housing infrastructure on the Hawaiian home lands; and
e Ensuring residents of affordable housing on the Hawaiian home lands are financially literate and responsible homeowners.

2. What is this program?

The Hawaiian Homelands Homeownership Act of 2000, originally part of the Omnibus Indian Advancement Act, became part of the
American Homeownership and Economic Opportunity Act of 2000, and was signed into law on December 27, 2000. Title V,
Subtitle B, section 513, amended the Native American Housing Assistance and Self-Determination Act of 1996 (NAHASDA) by
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creating a new title VIII (25 U.S.C. 4221 et seq.), Housing Assistance for Native Hawaiians, which authorized the Native Hawaiian
Housing Block Grant (NHHBG) program. Regulations are at 24 CFR part 1006.

Section 802 of NAHASDA states that the NHHBG program’s sole grant recipient, the (State) Department of Hawaiian Home Lands
(DHHL), shall carry out affordable housing activities for low-income Native Hawaiian families who are eligible to reside on the
Hawaiian home lands.

As a condition for receiving an annual grant, DHHL is required to provide HUD with a housing plan describing its goals and objectives
and the activities for which NHHBG funds will be used. DHHL must also provide to HUD an annual performance report describing its
progress and accomplishments in achieving the goals and objectives in the housing plan.

The Hawaiian home lands are located in various geographic areas of the islands, typically in rural areas, and some with terrain that is
difficult and costly to develop. The term “Hawaiian home lands” means lands that have the status as Hawaiian home lands under
section 204 of the Hawaiian Homes Commission Act, 1920 (42 Stat. 110); or are acquired pursuant to that Act. The term “Native
Hawaiian” means any individual who is a citizen of the United States, and is a descendant of the aboriginal people, who, prior to
1778, occupied and exercised sovereignty in the area that currently constitutes the State of Hawaii, as evidenced by genealogical
records; verification by kupuna (elders) or kama‘aina (long-term community residents); or birth records of the State of Hawaii.

Program funds help relieve overcrowding and homelessness by making awards to the grantee, DHHL, which in turn develops and
acquires new units and rehabilitates older units to make them safe and sanitary. Eligible activities also include infrastructure
development and various housing support services such as housing counseling. Program funds have also been used to help
communities reduce utility costs for low-income families by promoting energy efficiency.

The grantee develops raw, vacant Hawaiian home lands, which are set aside for homesteading purposes, into master-planned
communities. As a rule, these communities are not located in prime resort locations, and in fact, are often in less desirable areas,
with steep terrain that is difficult to access and develop. The difficulties involved in developing this raw land add to the already high
cost of providing housing. A significant amount of program funds are used to support site improvements and infrastructure for new
construction of affordable housing. Project development is a lengthy process, and usually includes environmental reviews,
procurement of construction contracts, compliance with local building permitting requirements, mass grading of raw land, installation
of streets, drainage, water, sewer and utilities, and home construction. As of September 30, 2014, DHHL had seven NHHBG-funded
housing projects in various stages of development.

DHHL coordinates with the families who are “next on the waitlist” to receive a homesteading opportunity. Each family’s financial
situation is carefully considered to provide the most appropriate housing solution. According to DHHL, there are 8,832 Native
Hawaiian families living on Hawaiian home lands; 26,546 applicant families on the waiting list to reside on the home lands; and an
estimated 32,460 potential Native Hawaiian applicant families. More than 34,100 households are considered low-income and eligible
for NHHBG assistance.
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DHHL provides NHHBG sub-recipient grants to local entities (approximately 11) that are considered indirect partners with HUD in
providing assistance to Native Hawaiian families. These sub-recipients have included the Habitat for Humanity; the Council for Native
Hawaiian Advancement; Hawaiian Community Assets; Alu Like; the Hawaii Community Development Board; County of Hawaii; City
and County of Honolulu; Molokai Community Service Council; Nanakuli Housing Corporation; Hawaii First Federal Credit Union; and
the Papakolea Community Development Corporation.

To prevent foreclosures and promote responsible homeownership, direct assistance is provided to qualified homeowners through
counseling programs, down payment assistance, subsidies, low-interest rate loans, and matching funds for individual development
accounts.

DHHL routinely leverages NHHBG funding to maximize its impact on the Native Hawaiian community.

The recipient has developed and supported affordable housing, and has provided housing services through the following eligible
activities (section 810 of NAHASDA):

e Development. The acquisition, new construction, reconstruction, or moderate or substantial rehabilitation of affordable
housing, which may include real property acquisition, site improvement, development of utilities and utility services,
conversion, demolition, financing, administration and planning, and other related activities.

e Between fiscal years 2010 through 2014, the bulk of the NHHBG funds, 89.4 percent, was spent on activities
included in this category.

e During this 5-year period, 266 affordable homes were built, acquired, or substantially rehabilitated. While these
units provide welcome relief to 266 families, there are more than 26,000 families on the DHHL waiting list for
housing assistance, and there are potentially more than 34,100 Native Hawaiian families who need housing
assistance.

e Housing Services and Model Activities. Funds used to provide housing counseling for rental or homeownership assistance,
establishment and support of resident management organizations, energy auditing, supportive and self-sufficiency services,
and other related services assisting owners, residents, contractors, and other entities participating or seeking to participate in
eligible housing activities.

e Between fiscal years 2010 through 2014, 6.5 percent of expenditures were for housing services and model activities.
The housing services were delivered to more than 900 families, and included pre- and post-homebuyer education,
financial literacy training, case management, and self-help home repair training. The model activity was the
renovation of an existing community center in Anahola, Kauai.

e Planning and administration. In fiscal years 2010 through 2014, DHHL used about 4.1 percent of its NHHBGs for planning
and administration activities, or an average of about $298,000 annually. (24 CFR 1006.230 defines eligible administrative
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and planning expenses under NAHASDA.) Eligible administrative and planning expenses include, but are not limited to,
administrative management, evaluation and monitoring, preparation of the Native Hawaiian Housing Plan and Annual
Performance Report, staff and overhead costs directly related to carrying out affordable housing activities. HUD authorizes
DHHL to use up to 20 percent of its grant for planning and administrative purposes.

Presidential Initiatives and Interagency Partnerships: In June 2013, HUD staff participated in a meeting coordinated by the Federal
Reserve Bank of San Francisco on strengthening Hawaii’s housing market. Besides HUD staff, participants included HUD-approved
housing counseling agencies, the Hawaiian State Department of Commerce and Consumer Affairs, representatives of local financial
institutions, the State Housing Finance Agency, USDA, Honolulu Board of Realtors, rental housing management agencies, and Wells
Fargo Home Mortgage’s regional office in California. The purpose of the meeting was to discuss foreclosure activity in Hawaii; the
status of the National Foreclosure Settlement and how it is being implemented in Hawaii; trends observed by housing counselors;
and effects on the rental housing market. The meeting also provided an opportunity for Wells Fargo, as one of the big five
mortgage companies included in the National Foreclosure Settlement, to share information on its mortgage loan servicing process,
and loss mitigation options available to Wells Fargo customers.

On October 14, 2009, President Obama signed the Executive Order re-establishing the White House Initiative on Asian Americans
and Pacific Islanders. The Initiative is co-chaired by U.S. Departments of Education and Commerce. The Initiative is designed to
improve the quality of life and opportunities for Asian Americans and Pacific Islanders by facilitating increased access to and
participation in federal programs where they remain underserved. This historic Executive Order provides increased access to the
federal government for Asian American and Pacific Islander communities, and affirms President Obama's commitment to these
communities. The Initiative requires the White House Office of Public Engagement and the designated agencies to work
collaboratively to increase Asian American and Pacific Islander participation in programs in education, commerce, business, health,
human services, housing, environment, arts, agriculture, labor and employment, transportation, justice, veterans affairs, and
economic and community development.

3. Why is this program necessary and what will we get for the funds?

Housing Needs of Native Hawaiians: In 1996, HUD issued a report indicating that Native Hawaiians had the highest percentage of
housing problems (49 percent) of any group in the United States. Also, Native Hawaiians experienced the worst housing conditions
of any group in the State of Hawaii and constituted approximately 30 percent of Hawaii’s homeless population. Although that report
was 18 years old in 2014, it is still relevant because it is the only existing study of its type, and it detailed the significant housing
needs of Native Hawaiians in Hawaii. In fiscal year 2015, HUD will conclude a subsequent, comprehensive study of housing needs in
Indian Country, including native communities in Alaska and Hawaii, which was mandated by Congress in 2010. HUD's Office of
Policy Development and Research is managing the study and working with the Urban Institute, as was done for the similar study in
1996. The study is expected to issue a final report in August 2015.
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The Housing Policy Study, conducted by the Department of Hawaiian Home Lands in 2006, and a Beneficiary Needs Survey
conducted in 2008, estimated that there were more than 34,100 low-income Native Hawaiian households that were eligible for
assistance under the NHHBG program.

According to the U.S. Census, 2008-2012 American Community Survey (ACS), approximately 346,900 Native Hawaiians live in
Hawaii, accounting for about 25 percent of Hawaii’s total population. The 2006-2010 ACS reported that approximately 25 percent of
Native Hawaiian (and other Pacific Islander) households in the State of Hawaii were overcrowded, compared to 9 percent of all
households in Hawaii. Also, 15 percent of Native Hawaiians in Hawaii lived in poverty, compared to 6.7 percent of all people in
Hawaii. The 2011-2013 American Community Survey reported the median value of a home in Hawaii was $495,400 compared to
$173,200 nationwide.

Historical Outlays. As of September 29, 2014, all NHHBGs awarded through 2008 had been 100 percent expended by DHHL. The
fiscal year 2009 grant was 39 percent expended; the 2010 grant was 0.35 percent expended. Grants from fiscal years 2011 and
2012 were disbursed, and grants from 2013 and 2014 remained undisbursed. Appropriations language specifies that these funds will
remain available until expended.

For the past several years, DHHL has experienced a slow-down in its expenditure rate due to a combination of factors: the sudden
bankruptcy of a contracted housing developer stalled the start and halted unfinished construction on several islands; a lack of
homeownership “readiness” for many of its waiting-list families; a state-imposed furlough and hiring freeze that affected DHHL
personnel; and multiple turnovers of top executives and Hawaiian Homes Commissioners.

However, these problems are being addressed. DHHL has several, newly hired personnel dedicated to the program. HUD has
advised DHHL of the urgency of expending funds appropriately and expeditiously, and continues to make training and technical
assistance available to DHHL. Additionally, DHHL is refocusing its efforts to use NHHBG to deliver a wider array of affordable
housing options to eligible Native Hawaiian families, including exploring rental and multifamily development, and an NHHBG-funded
mortgage loan product.

All of the NHHBG carryover is expected to be used for providing affordable housing opportunities to Native Hawaiian families. All of
the technical assistance set-aside carryover is expected to be used for training and technical assistance activities.

4. How do we know this program works?

Since the program'’s inception (through fiscal year 2014), 570 low-income Native Hawaiian families have received a new home, or
have had their existing home substantially rehabilitated. New construction usually has included the development and installation of
basic housing infrastructure. More than 1,500 low-income Native Hawaiian families have benefitted from training funded by NHHBG,
such as homebuyer education, financial literacy training, and self-help home repair. In addition, three community centers have been
rehabilitated to provide housing services to residents of affordable housing.
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The number of affordable housing units built, acquired, and rehabilitated each year are verifiable outputs that reflect the major use
of funds, and are good indicators of the overall performance and strength of the program. However, these development activities
tend to be long-term, requiring several years to complete.

Fiscal year 2002 was the first funding year for the program. Funding levels have averaged a little more than $10 million each year
for 12 years. An additional $10.2 million was awarded under the Recovery Act, bringing the total amount appropriated to
approximately $142.2 million.

The program'’s goal for several years has been, and will be in fiscal year 2016, to assist at least 65 families annually by building,
acquiring, or substantially rehabilitating their homes. This target is based on average accomplishments over the last several years.
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Budget Activity

Grants

Technical Assistance ..
Transformation
Initiative (transfer)

Total

2014 Budget
Authority

PUBLIC AND INDIAN HOUSING

NATIVE HAWAIIAN HOUSING BLOCK GRANTS

Summary of Resources by Program

2013
carryover
Into 2014

$9,700
300

10,000

$855

855

(Dollars in Thousands)

2014 Total 2014

Resources obligations
$9,700 $9,700
1,155 1,066
10,855 10,766
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2014
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$89

89
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PUBLIC AND INDIAN HOUSING
NATIVE HAWAIIAN LOAN GUARANTEE FUND (SECTION 184A)
2016 Summary Statement and Initiatives
(Dollars in Thousands)

Enacted/ Supplemental/ Total
NATIVE HAWAIIAN LOAN GUARANTEE Request Carryover Rescission Resources obligations outlays
2014 Appropriation ................ $100 $5,672 . $5,7722 $60 $293
2015 Appropriation/Request ........ 100 5,713 e 5,813 80 300
2016 REQUEST .. ivevnnnnnnnnnnnnns e e e e 80 300
Program Improvements/Offsets ...... -100 -5,713 - -5,813

a/ This amount excludes permanent indefinite authority of $182 thousand for guaranteed loan upward re-estimate.

1. What is this request?

The Department does not request an appropriation in fiscal year 2016 for the Native Hawaiian Loan Guarantee Fund (also known as
the Section 184A program), which is $100,000 less than the 2015 enacted level. Current carryover balances are sufficient to
administer this program and guarantee 80 loans in fiscal year 2015 and 80 loans in fiscal year 2016.

Loan guarantees are provided to Native Hawaiian individuals and families, the Department of Hawaiian Home Lands (DHHL), the
Office of Hawaiian Affairs, and private and non-profit organizations experienced in planning and developing affordable housing for
Native Hawaiians.

Key outcomes of the Native Hawaiian Loan Guarantee Fund are:

e An increase in access to private mortgage financing to Native Hawaiian families for homes on the Hawaiian home lands;
¢ Availability of an affordable mortgage financing option for homes on the Hawaiian home lands; and
e Homeowners on the Hawaiian home lands who contribute to the economic sustainability of the community.

2. What is this program?

The Section 184A program (12 U.S.C. 1715z-13b) was established by Section 514 of the American Homeownership and Economic
Opportunity Act of 2000 (P.L. 106-569, approved December 27, 2000), which amended the Housing and Community Development
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Native Hawaiian Loan Guarantee Fund (Section 184A)

Act of 1992. Regulations are at 24 CFR part 1007. The program is administered by HUD’s Office of Native American Programs; one
program specialist is assigned to the HUD office in Honolulu, Hawaii.

Historically, Native Hawaiians eligible to reside on the Hawaiian home lands had limited access to private mortgage capital, primarily
because lenders were reluctant to do business on land that cannot be encumbered or alienated, such as the Hawaiian home lands,
which are held in trust. In Hawaii, there is a great demand for affordable housing, and construction costs are extremely high.
According to the U.S. Census 2011-2013 American Community Survey, the median value of an owner-occupied home in Hawaii was
$495,400, compared to a national median value of $173,200. The high price of homes and the low number of resale transactions
each year has resulted in more than 26,000 families on the waiting list for housing on the Hawaiian home lands.

This program offers Native Hawaiians the opportunity to become homeowners by offering lenders a 100 percent guarantee in the
event of a default. This guarantee makes possible the private financing of home mortgages by private financial institutions, which
would otherwise not be feasible because of the unique legal status of Hawaiian home lands. Through this program, eligible Native
Hawaiians can obtain a mortgage with a market rate of interest to purchase and rehabilitate, or build a single family home on
Hawaiian home lands.

The 100 percent guarantee provides the incentive for private lenders to market loans to this traditionally underserved population.
Private financing is used to cover construction or acquisition costs, while federal dollars are used only to guarantee payment in the
event of a default.

Eligible borrowers include Native Hawaiian families who are eligible to reside on the Hawaiian home lands, the (State) Department of
Hawaiian Home Lands (DHHL), the Office of Hawaiian Affairs, or private non-profit organizations experienced in the planning and
development of affordable housing for native Hawaiians.

The Hawaiian home lands are located in various geographic areas of the islands, typically in rural areas, and some with terrain that is
difficult and costly to develop. The term “Hawaiian home lands” means lands that have the status as Hawaiian home lands under
section 204 of the Hawaiian Homes Commission Act, 1920 (42 Stat. 110); or are acquired pursuant to that Act. The term “Native
Hawaiian” means any individual who is a citizen of the United States, and is a descendant of the aboriginal people, who, prior to
1778, occupied and exercised sovereignty in the area that currently constitutes the State of Hawaii, as evidenced by genealogical
records; verification by kupuna (elders) or kama‘aina (long-term community residents); or birth records of the State of Hawaii.

As a rule, communities on the Hawaiian home lands are not located in prime resort locations, and in fact, are often in less desirable
areas, with steep terrain that is difficult to access and develop. The difficulties involved in developing this raw land add to the
already high cost of providing housing. This loan guarantee program complements HUD's Native Hawaiian Housing Block Grant
(NHHBG), which is provided to the (State) Department of Hawaiian Home Lands. The Block Grant funds are used in many cases to
develop the raw land and install infrastructure, so that homes can be constructed using a Section 184A guaranteed loan.
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Presidential Initiatives and Interagency Partnerships: In June 2013, HUD staff participated in a meeting coordinated by the Federal
Reserve Bank of San Francisco on strengthening Hawaii’s housing market. Besides HUD staff, participants included HUD-approved
housing counseling agencies, the Hawaiian State Department of Commerce and Consumer Affairs, and representatives of local
financial institutions, the State Housing Finance Agency, USDA, Honolulu Board of Realtors, rental housing management agencies,
and Wells Fargo Home Mortgage'’s regional office in California. The purpose of the meeting was to discuss foreclosure activity in
Hawaii; the status of the National Foreclosure Settlement and how it is being implemented in Hawaii; trends observed by housing
counselors; and effects on the rental housing market. The meeting also provided an opportunity for Wells Fargo, as one of the big
five mortgage companies included in the National Foreclosure Settlement, to share information on its mortgage loan servicing
process, and loss mitigation options available to Wells Fargo customers.

In October 2009, President Obama signed the Executive Order re-establishing the White House Initiative on Asian Americans and
Pacific Islanders. The Initiative is co-chaired by the U.S. Departments of Education and Commerce. The Initiative works to improve
the quality of life and opportunities for Asian Americans and Pacific Islanders by facilitating increased access to and participation in
federal programs where they remain underserved. This historic Executive Order provides increased access to the federal government
for Asian American and Pacific Islander communities, and affirms President Obama’s commitment to these communities. The
Initiative requires the White House Office of Public Engagement and federal agencies to work collaboratively to increase Asian
American and Pacific Islander participation in programs in education, commerce, business, health, human services, housing,
environment, arts, agriculture, labor and employment, transportation, justice, veterans affairs, and economic and community
development.

3. Why is this program necessary and what will we get for the funds?

This program creates financially sustainable homeownership opportunities by making private financing accessible to a historically
underserved population. It also helps stem the foreclosure crisis by educating consumers when they buy a home, and by servicing
delinquent loans.

The average loan in fiscal year 2012 was $242,859; in fiscal year 2013, it was $247,763; in fiscal year 2014, it was $232,842.

According to the Department of Hawaiian Home Lands, there are approximately 8,335 Native Hawaiian families living on Hawaiian

home lands; 26,926 applicants on the waiting list to reside on the home lands; and an estimated 32,460 potential Native Hawaiian

applicants. Native Hawaiian families who are eligible to reside on the Hawaiian home lands, and who qualify for a loan, will benefit
from this program. Lenders also benefit, as the guarantee expands their traditional customer base.

According to the U.S. Census, 2008-2012 American Community Survey (ACS), approximately 346,900 Native Hawaiians live in
Hawaii, which is about 25 percent of Hawaii’s total population. The 2006-2010 ACS reported that approximately 25 percent of Native
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Hawaiian (and other Pacific Islander) households in the State of Hawaii were overcrowded, compared to 9 percent of all households
in Hawaii.

4. How do we know this program works?
The primary indicator of performance is the number of loans guaranteed under this program.

In fiscal year 2012, 21 loans were guaranteed for $5.1 million. In fiscal year 2013, the program guaranteed 61 loans for more than
$15.1 million. In fiscal year 2014, 87 loans were guaranteed for almost $20.3 million.

In the program’s 10 years of operation, fiscal years 2005 through 2014, a total of 424 loans were guaranteed. The cumulative loan
guarantee certificates issued through September 30, 2014 total $104.9 million.

As a result of efficient underwriting, counseling, and prompt loan servicing, the foreclosure rate for the program has remained low.
HUD paid five claims in fiscal year 2014, representing 1.2 percent of all program loans.

DHHL continues to make progress in its development of master-planned communities throughout the State. This strategy of housing
development will provide homeownership opportunities to Hawaiian home lands beneficiaries. Individual lots will be leased as
improved lots, either for the lessee to construct a home, complete with a turnkey home, or arrange for the construction of a self-help
home. In each instance, the lessee will seek financing to construct or purchase the home. The Section 184A Loan Guarantee
program provides a perfect complement to the limited amount of financing options available for properties on Hawaiian home lands.
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PUBLIC AND INDIAN HOUSING
NATIVE HAWAIIAN LOAN GUARANTEE FUND (SECTION 184A)
Summary of Resources by Program

(Dollars in Thousands)

2013 2015 Budget 2014
2014 Budget carryover 2014 Total 2014 Authority/ carryover 2015 Total 2016
Budget Activity Authority Into 2014 Resources obligations Request Into 2015 Resources Request
Loan Guarantee Credit
Subsidy .............. $100 $5,672 $5,772 $60 $100 $5,713 $5,813
Total ...cvvvvvnnnnn. 100 5,672 5,772 60 100 5,713 5,813
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COMMUNITY DEVELOPMENT FUND

2014 Appropriation ..............
2015 Appropriation ..............
2016 ReqUESt .. ivivnnnnnnnnnnns
Program Improvements/Offsets

COMMUNITY PLANNING AND DEVELOPMENT
COMMUNITY DEVELOPMENT FUND
2016 Summary Statement and Initiatives
(Dollars in Thousands)

Enacted/ Supplemental/ Total
Request Carryover Rescission Resources obligations outlays
$3,100,000 $13,875,433 $16,975,433 $4,816,138 $6,370,183
3,066,000 12,159,192 15,225,192 6,295,000 7,370,916
2,880,0002 8,930,192 11,810,192 7,447,000 6,924,259
-186,000 -3,229,000 -3,415,000 +1,152,000 -446,657

a/ This number includes an estimated transfer to the Transformation Initiative (TI) account of $20.0 million of Budget Authority

1. What is this request?

Requested Funding Level

The Community Development Fund (CDF) request for fiscal year 2016 is $2.880 billion, which includes:
e $2.8 billion for the Community Development Block Grant (CDBG) program, and

e $80 million for Community Development Block Grants for Indian tribes. Within this program, up to $10 million will be used to
help tribes attract and retain high-quality teachers in Indian Country by improving the availability and physical condition of
teacher housing. This set-aside is one of several investments supporting Generation Indigenous, an Administration initiative
focused on removing the barriers to success for Native youth. This initiative will take a comprehensive, culturally appropriate

approach to help improve the lives and opportunities for Native youth, and is described further in Section 2.

Proposed Legislative Reforms and Changes

During its 40-year history, the impact of the CDBG program has been strained by fluctuating appropriation levels and increasing
numbers of qualifying entitlement grantees (See the following graphic). For example, the fiscal year 2016 formula program request
of $2.800 billion is only $327 million above the $2.473 billion appropriation level in the inaugural year of the CDBG program in 1975.
When adjusted for inflation, the fiscal year 2016 request represents approximately one fifth of the fiscal year 1975 funding level,
when the number of grantees receiving funds under the program was approximately half of the number of grantees that will be
receiving funds in fiscal year 2016.
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To address these challenges and to put CDBG program on a sustainable path for the future, HUD has developed a series of
proposals improving various aspects of the CDBG program, strengthening the program'’s structure and management while retaining
its fundamental focus on benefitting low- and moderate-income persons. The program has not been reauthorized by Congress since
1992 and changes are needed to make the program more responsive to the needs of modern communities. The Administration
anticipates continuing the effort to advance these changes with a legislative package of reforms to be submitted to Congress
following the fiscal year 2016 budget. These changes can be grouped in several categories including grantee eligibility, aligning
program cycles, improving grantee accountability, and addressing issues in the State CDBG program, including increasing the set
aside for colonias in states along the US-Mexico border from 10 percent to 15 percent of the State allocation.
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CDBG is also part of the proposed Upward Mobility Project, a new initiative to allow states, localities or consortia of the two to blend
funding across four block grants, including the Department of Health and Human Services' (HHS) Social Services Block Grant and
Community Services Block Grant, as well as HUD's HOME Investment Partnerships Program and CDBG, that share a common goal of
promoting opportunity and reducing poverty.

More information on these changes are included in Sections 3 and 5 of this justification.
2. What is this program?

Community Development Block Grant

Authorized by Title I of the Housing and Community Development (HCD) Act of 1974 (42 USC 5301 et. seq.), the CDBG program'’s
primary objective is to develop viable urban and rural communities, by expanding economic opportunities and improving quality of
life, principally for persons of low- and moderate-income.

CDBG provides grants to units of general local government and states for the purpose of supporting efforts to create locally driven
solutions to community and economic development challenges. Instead of a top-down approach, where the federal government tells
grantees how to use these funds, CDBG presents a broad framework which local governments can easily adapt to the particular
needs they face.

Since 1974 the CDBG has invested $149.2 billion in communities nationwide ($263.3 billion adjusted for inflation), assisting states
and localities to achieve the kinds of infrastructure investment, job creation, and poverty elimination our communities so desperately
need. In addition to job creation, CDBG is an important catalyst for economic growth — helping communities leverage funds for
essential water and sewer improvement projects, address housing needs, forge innovative partnerships to meet increasing public
service needs, and revitalize their economies.

CDBG recipients are able to fund 28 different eligible activities, with the major categories being public improvements, public services,
economic development, acquisition/clearance, housing activities primarily focused on owner-occupied rehabilitation and
homeownership assistance, as well as general administration and planning. With the exception of administration and planning
activities, which are capped at 20 percent per authorities in annual appropriation acts, all CDBG-funded activities must meet one of
three national objectives:

1) Providing benefit to low- and moderate-income persons;

2) Eliminating slums or blighting conditions; or

3) Addressing urgent needs to community health and safety.
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The primary national objective for CDBG is to benefit low- and moderate-income persons: at least 70 percent of all CDBG funds
expended during a period of up to 3 years must go toward activities that primarily benefit this population. Based on historical data,
CDBG grantees annually expend 95 percent of their funds for activities that benefit low- and moderate income persons, making
CDBG a highly successful program in achieving its primary statutory goal.

Indian Community Development Block Grants

In 1977, the Housing and Community Development Act of 1974 was amended to provide a special competitive funding set-aside
within the Community Development Block Grants program for American Indian tribes. Indian CDBG funds are awarded competitively
and used by federally recognized Indian tribes, Alaska Native villages, and tribal organizations for a wide variety of needs. These
grants have been crucial to many Indian tribes, giving them a source of flexible funds used to serve their development priorities,
improve neighborhoods, and meet urgent community development needs. Eligible uses of these funds include acquisition of
property, rehabilitation of housing, installation of safe drinking water and waste water disposal systems, construction of Headstart
and other childcare facilities and of health clinics, removal of lead-based paint and mold, and improvement of public services and
facilities. Funds can also be used to address imminent threats to health and safety. All projects funded through these grants must
primarily benefit low- and moderate-income persons, defined as 80 percent of the median income in the area. These funds are
distributed through an annual competition to eligible federally recognized Indian tribes and Alaska Native villages. The Office of
Native American Programs (ONAP) within the Office of Public and Indian Housing administers this program.

In addition, HUD is proposing up to $10 million to be set-side to assist tribes in providing much-needed housing for teachers in
Indian country. The needs of Native American youth are a top priority of the Administration. Currently there is lack of adequate
housing for teachers in many tribal areas, which in turn limits the educational resources for tribal youth. With this additional
resource, tribes will be able to rehab, acquire and construct new homes to attract and retain teachers in tribal areas. In order to
make sure that tribes are able to use this money effectively, the appropriations language allows tribes receiving the set-aside to
construct new housing regardless of their status as a Community-Based Development Organization.

3. Why is this program necessary and what will we get for the funds?

Community Development Block Grant

CDBG is the Federal Government’s primary program to deliver community and economic development funding to counties, cities,
towns, and villages across the country faced with these challenges. Additionally, CDBG is the Department’s principal source of funds
supporting HUD’s Strategic Goal 4, 'Build Strong, Resilient, and Inclusive Communities’ and the proposed fiscal year 2016 funding
level will impact the ability of the Department to implement this strategic goal. The following graphic displays how CDBG grantees
used their funds in fiscal year 2014.
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Entitlement Communities

5%
16%
5%
29%
25%
15%
0%
5%

FY2014 Expenditures by Activity Category

130,052,302
400,023,238
120,731,753
696,402,643
599,203,539
357,357,002

11,138,146
121,415,892

Non-Entitlement Communities
Acquisition $16,164,706
Administrative And Planning $93,753,484
Economic Development $109,240,159
Housing $143,826,179
Public Improvements $504,658,193
Public Services $16,698,815
Other $4,020,304
Repayments Of Section 108 Loans $2,073,509

2%
11%
12%
16%
57%

2%

0%

0%

$2,436,324,516

Total FY2014 Expenditures $890,435,349
$3,326,759,865

expenditures include program income

The 2016 request is intended to support community development needs and enhance economic competitiveness in approximately
1,194 entitlement grantees, 49 states, Puerto Rico, 3 non-entitled communities in Hawaii, and 4 Insular Areas in fiscal year 2016.

Projected Outcomes with 2014 and 2016 CDBG Funding

Regular CDBG Program Allocation
ED Jobs Created/Retained

Public Improvements - Persons benefitting
examples

Senior Centers
Homeless Facilities

Assisted Housholds

examples

Single Family Rehab

Public Services - Persons benefitting
examples

Services for Disabled
Homeless and AIDS patient services
Battered spouses services

s

Projected Projected
FY 2014 FY 2016
3,030,000,000 S 2,800,000,000
22,691 20,968
3,209,673 2,966,034
432,448 399,622
76,882 71,046
82,621 76,349
49,780 46,001
9,292,217 8,586,867
141,181 130,464
431,233 398,499
122,481 113,184
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CDBG funds continue to be critical for communities across the country that continue to be impacted by budget shortfalls, along with
inadequate public services, insufficient economic opportunities, and physically distressed infrastructure. Moreover, lack of safe,
affordable housing and a growing population of senior citizens are increasing the housing and service needs among the nation’s low-

and moderate-income population.

Grantees report annually on the impact that CDBG investments have in their communities. As shown in the table below, for the
period from 2005 to 2014, CDBG funding resulted in significantly improved community and economic development outcomes.
Additionally, this data demonstrates that every additional $100 million in CDBG formula funding, when invested at the local or state

level, translates into notable increases in these outcomes.

Outcomes Associated with CDBG Formula Funding, Fiscal Year 2005 through 2014

Economic Development
Permanent Jobs directly Created or Retained
Annual Funding Change Impact:
For every $100 million of CDBG funding

Public Improvements
Persons Benefitted by these Facilities
Annual Funding Change Impact:
For every $100 million of CDBG funding

Public Services
Persons Benefitting from these services
Annual Funding Change Impact:
For every $100 million of CDBG funding

Housing
Households Assisted (excluding housing counseling)
Annual Funding Change Impact:
For every $100 million of CDBG funding

15-6

353,237

11,168

36,942,061

274,778

114,319,424

2,529,885

1,228,455

11,889

Jobs

Jobs

Persons

Persons

Persons

Persons

Households

Households
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Moreover, CDBG serves as a critical tool in creating job opportunities and catalyzing economic development activities in the country’s
most distressed communities. The communities targeted by CDBG often lack adequate private investment and have a
disproportionate share of poverty, and without CDBG, these neighborhoods would be unable to support the jobs and safe and
equitable living environments their residents so desperately need. On average, grantees devote more than 94 percent of CDBG
funds to activities that provide benefit to low- and moderate-income families.

CDBG funding is also an important vehicle for addressing a variety of Administration initiatives. For example, the Department is
working to implement the President’s Climate Action Plan and is incorporating resilience principles into program requirements and
guidance. Within the collection of HUD programs, CDBG represents the best option for communities to fund local resilience
activities. CDBG is often a local funding source for activities supporting existing Administration initiatives such as Strong Cities,
Strong Communities (SC2); Promise Zones; Choice Neighborhoods; and funding of pre-development costs for infrastructure.

CDBG remains a critical part of the Federal funding landscape for state and local government in carrying out a wide range of
activities. The ability to use CDBG as local match funding for other Federal programs or for partial funding of an activity enables
CDBG to work well with programs administered by a host of other Federal agencies such as Transportation, Agriculture, HHS,
Commerce/EDA, Labor, DHS/FEMA, EPA, and the Appalachian Regional Commission. Although grantees are not required to report
on leveraging of CDBG funds, HUD requests that grantees self-report on leveraged funds in the Integrated Disbursement and
Information System (IDIS). An analysis of activities reporting leverage for the period of fiscal years 2010 through 2012 indicated:

e More than 20,300 activities reported that CDBG funds were leveraged with other public and private sources of capital;

e Of those projects, $2.556 billion of CDBG funding leveraged $10.397 billion in other resources; and

e A leverage ratio of $4.07 to every $1 of CDBG investment.

Additionally, under the requested funding level in the fiscal year 2016, the Community Development Loan Guarantees (Section 108)
program would continue to fulfill its role as a highly valuable financing tool for the large-scale community and economic development
activities. The Section 108 program offers guaranteed loans for the crucial, growth-driving activities being carried out by local
governments that are vital to the improving the condition of their residents. Each grantee’s Section 108 borrowing capacity is equal
to five times its most current CDBG allocation. Please see the Section 108 justification for more information on this program.

Also, CDBG serves as one the federal government’s vehicles for catastrophic long-term disaster recovery assistance to states and
local governments following large-scale or catastrophic disasters since 1993. The most recent example of the use of CDBG as a
vehicle for delivering long-term disaster relief is the provision of $15.18 billion in CDBG disaster recovery funding as part of Disaster
Relief Appropriations Act, 2013 (Public Law 113-2, enacted January 29, 2013). This appropriation is intended to respond to the
effects of Hurricane Sandy which impacted the Atlantic coastline in late October 2012 as well as other qualifying events that occurred
in calendar years 2011, 2012 and 2013. As of January 2015, the Department had allocated $14.2 billion of this amount.
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The remaining $1 billion in CDBG disaster recovery funding appropriated by PL 113-2 has been dedicated to the National Disaster
Resilience Competition (NDRC) announced by President Obama in June 2014, with the competition subsequently launched in
September 2014. Eligible applicants for NDRC funding include the 17 local governments that received direct allocations of PL 113-2
funding from HUD, as well as 48 states and Puerto Rico and the District of Columbia. The goals of the NDRC are:

e To fairly allocate remaining CDBG disaster recovery funds;
To apply science-based and forward-looking risk analysis to needs;
To institutionalize thoughtful, innovative, and resilient approaches to recovery;
To provide resources that improve local resiliency;
To engage stakeholders on climate change; and
To leverage philanthropic investments for planning and solutions.

Other significant CDBG supplemental appropriations for disaster recovery purposes that HUD continues to manage include:
e $6.4 billion in 2008 in response to Hurricanes Ike and Gustav as well as major flooding that impacted upper Midwest states in
the spring and summer of 2008;
e $19.7 billion in supplemental disaster assistance to aid the comprehensive recovery of Alabama, Florida, Louisiana,
Mississippi, and Texas following the devastation of Hurricanes Katrina, Rita, and Wilma in 2005; and
e $3.5 billion for the long-term recovery of Lower Manhattan subsequent to the terrorist attacks of September 11, 2001.

The CDBG-DR Program, in particular, is an essential component of the Department’s achievement of its Strategic Objective 4C:
‘Support the recovery of communities from disasters by promoting community resilience, developing state and local capacity, and
ensuring a coordinated federal response that reduces risk and produces a more resilient built environment.’

Indian Community Development Block Grant

Housing and infrastructure needs in Indian Country are severe and widespread, and far exceed the funding currently provided to
tribes. Access to financing and credit to develop affordable housing in Indian Country has traditionally been difficult to obtain. Data
published by the U.S. Census shows American Indians and Alaska Natives disproportionately suffer from poverty and severe housing
needs.

According to the 2010 U.S. Census:
e 5,220,579 Americans identified themselves as American Indian or Alaska Native (Race Alone or in Combination with One or
More Other Races). This was 1.7 percent of the total, national population of 308.7 million. (2.9 million reported AI/AN
Alone, or “single-race.”)
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e An 18 percent growth in the American Indian and Alaska Native alone population occurred between 2000 and 2010, from
2.5 to 2.9 million).

According to the U.S. Census, American Community Survey for 2005-2009:

e 25.9 percent of American Indians and Alaska Natives live below the poverty level, compared to 10.8 percent of Whites and
13.4 percent of the national population.

e 8 percent of American Indian/Alaska Native households are overcrowded; 1.1 percent of White households are
overcrowded; 3 percent of national households are overcrowded.

e The average per capita income for American Indians/Alaska Natives was $16,716; $31,599 for Whites; $27,041 for the
national population.

e The median household income for American Indians/Alaska Natives was $36,520; $54,535 for Whites; and $51,425 for the
national population.

These Community Development Block Grants in Indian Country provide a vital source of revenue for tribes, allowing them to
undertake necessary development, housing, and infrastructure projects. There is a great demand for Indian CDBG program dollars in
Indian Country. In recent years, HUD has received two or three times as many ICDBG applications as can be funded. Housing,
community development, and infrastructure needs in Indian Country are severe and widespread, and far exceed the funding
currently provided to tribes. Access to financing and credit to develop communities in Indian Country has traditionally been difficult
to obtain. ICDBG funds allow grantees to make essential repairs to low-income housing. Other grantees use ICDBG for innovative
projects that benefit the entire community.

In fiscal years 2014 and 2015, HUD received a total of $16 million in appropriations for the remediation of mold in Indian country.
Initial rounds of funding have been distributed to tribes and remediation efforts are currently underway in nine tribes, with another
Notice of Funding Availability set to come out in the spring of 2015. HUD will continue to report to Congress on the results of these
funds in tribes throughout the country.

4. How do we know this program works?
Community Development Block Grant

In addition to the performance measures reported by grantees on an annual basis, research-based evidence also exists to document
the effectiveness of the CDBG program, and also the need for program improvements.
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Housing Policy Debate

The journal Housing Policy Debate devoted its January 2014 volume to an examination of the CDBG program 40 years after
enactment. (See Housing Policy Debate 24:1, published on-line January 28, 2014)* This volume represents the most significant
collection of analyses of CDBG in at least 20 years and is a critical read for parties having an interest in the CDBG program. The
majority of articles focused on the basic CDBG program while others examined important but tangential issues. In general, the
articles present a positive view of the CDBG program over time but strongly recommend a series of improvements to sustain it into
the future. In an article by Raphael Bostic, former HUD Assistant Secretary for Policy Development and Research, he indicates that
over the past 40 years, the "CDBG model for grant making has become pre-eminent. Even most competitive grant models today
allow for local design of programs within a broad-based federal framework that identifies program goals.” An article by Xavier de
Souza Briggs, former OMB Associate Director for General Government Programs, does note flaws in the CDBG program’s existing
structure and suggests that the program should be expanded in conjunction with efforts to more progressively target funding to
people and places of greatest need. Briggs further recognizes the need for a debate on CDBG's purpose and the need to determine
a politically sustainable deal that refocuses CDBG as a “reasonably coherent and effective program.”

Other articles focus on particular aspects of CDBG. One article recognizes the role of CDBG in rural America, noting that the majority
of areas served with State CDBG funding are rural in nature and that most State CDBG funds go to small and rural communities.
These facts support research that CDBG is the largest community and economic development program in rural America. Another
article provided an analysis of the use of CDBG funds to revitalize neighborhoods in Philadelphia and revealed that census tracts
receiving above-median amounts of CDBG and or Section 108 loan guarantee funds saw property values increase above census
tracts receiving little or no CDBG investment. One other article focused on processes and methods of allocating funds in Los Angeles
and Chicago and demonstrated that local decision-making processes can have substantial effects upon the degree to which CDBG
funds are directed to neighborhoods having the greatest need for the funds.

Overall, the articles present the case that CDBG is valuable to the nation’s cities and communities but that targeting needs to be
improved either by adjusting the statutory allocation formulas or by requiring that grantees better focus funds to areas within their
communities having the greatest need. Noting that CDBG allocations measure less than one-fourth of its adjusted-inflated peak level
of 1978, one article recommends restoring annual CDBG funding to that 1978 peak, and targeting activities in areas with high
concentrations of poverty. The report suggests HUD could better accomplish this goal by adjusting its allocation formula with a
greater weight toward high-poverty census tracts, which would require Congressional action. Further efforts to provide funding to
the neediest persons could be made through targeting for poorer districts within delineated jurisdictions. Finally, the articles
generally urge HUD to continue updating and improving its performance assessment systems in order to be able to properly measure
and evaluate CDBG spending outcomes.

! Available at: http://www.tandfonline.com/toc/rhpd20/24/1#.VK_r7dJzRSI. Some articles require subscription access.
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GAO Study

In response to a Congressional directive issued in Section 231 of the Consolidated and Further Continuing Appropriations Act of
2012, GAO conducted a study to analyze “... (1) what is known about the effectiveness (or impact) of the CDBG and HOME
programs, (2) the performance measures HUD has in place for the CDBG and HOME programs and any challenges HUD faced in
developing these measures, and (3) promising practices HUD and other have identified for the CDBG and HOME programs.”
Subsequently, GAO released a report on May 15, 2012, acknowledging the difficulties associated with assessing the effectiveness of
federal block grant programs at a national level, while concluding that a positive correlation exists between the CDBG program and
assisted communities.

The study found:
e Few comprehensive studies on the effectiveness of the CDBG program exist, but GAO determined that a number of studies
focusing on specific activities have generally found CDBG has made positive contributions
e HUD has established performance measures for the CDBG program. CPD developed a performance measurement system in
2006 that allows grantees to report on objectives, intended outcomes, and outputs for all activities undertaken. The system
has provided the Department with data capable of being aggregated at the national level, but the GAO report acknowledges
the inherent challenges related to developing performance measures for block grant programs.

HUD and others have identified several promising practices for the CDBG program related to program management and use of
funds. The promising practices included the development of local performance measurement systems, internal operating
procedures, and the identification of a number of innovative projects that effectively used CDBG funds.

Indian Community Development Block Grant

The primary indicators of performance that HUD has traditionally recognized for ICDBG grantees are the number of affordable
housing units rehabilitated each year and the number of community buildings built. These development activities tend to be long-
term and require confidence in a steady stream of funding—otherwise, recipients tend to use scarce funds to maintain existing
inventory.

In a recent 3-year period (2011-2013), grantees reported the rehabilitation of 1,630 low-income housing units, the construction of
119 community buildings, and the creation of 749 jobs made possible by ICDBG. From 2005-2013, ICDBG funded 161 public
facilities infrastructure projects, such as wastewater collection systems, powerline extensions, substation upgrades, roads
construction, water system expansion and distribution systems, and construction of a natural gas pipeline, all of which have
improved the physical environment where low- and moderate-income Indian families live. In fiscal year 2014, 1,151 affordable units
were rehabilitated, 86 jobs were created, and 23 community buildings were built using ICDBG funds.
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In 2006, independent evaluators (Econometrica, Inc.) found that, “with few exceptions, ICDBG-funded structures supported the
delivery of services that were either previously unavailable or inadequate. ICDBG investment in social viability established a platform
from which economic development could take off, perhaps with other sources of direct investment. Grantees contended that the
ICDBG program mitigates the lack of access to private capital because it serves as seed money that can attract private investment,
thereby reducing the risk perceived by potential funding partners.” Significant amounts of grant funds were used for basic
infrastructure projects to enhance the livability of housing and the operation of public facilities. The evaluators also found that the
use of ICDBG funds had a direct and positive impact on employment, especially in jobs related to the provision of health and social
services.

5. Proposals in the Budget
Legislative Proposals to Reform CDBG

In the Housing and Community Development Act of 1974, the Congress found that “the future welfare of the Nation and the well-
being of its citizens depend on the establishment and maintenance of viable urban communities as social, economic, and political
entities,” a statement that the Department believes is still true today. The CDBG program faces increasing pressures as it tries to
fulfill these purposes for which is was authorized 40 years ago. The needs of low- and moderate-income individuals in communities
all over the country are serious and the Department feels that in order to meet those needs, the CDBG program must be re-focused
in light of decreasing appropriations. The fiscal year 2016 formula program request of $2.800 billion is only $327 million above the
$2.473 billion appropriation level in the inaugural year of the CDBG program in 1975. When adjusted for inflation, the fiscal year
2016 request represents approximately one fifth of the fiscal year 1975 funding level, when the number of grantees receiving funds
under the program was approximately half of the number of grantees that will be receiving funds in fiscal year 2016. In addition,
more and more communities’ allocations are low enough that the Department is concerned about their ability run an effective CDBG
program: under the projected 2016 allocations, 13 entitlement communities will have allocations of under $100,000.

It is clear to the Department that CDBG must be re-focused to effectively accomplish the goals of the program and strengthen the
partnership between the federal government and local governments that is the cornerstone of the program.

As a prelude to the CDBG program’s 40th anniversary in August 2014, the Department undertook an outreach effort titled “Moving
CDBG Forward,” which consisted of series of approximately 20 listening sessions as well as on-line forums with its grantees and
other stakeholders to better understand their views on potential reforms for the CDBG program. These sessions led to CPD
developing a comprehensive CDBG reform proposal as the program has not been reauthorized by Congress since 1992. The
proposals will:
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¢ Allow grantees, including states, to form regional combinations to achieve savings in administering their CDBG grants and
pool resources for strategic investment decisions.

e Reduce the growing number of small grantees to support local CDBG programs that are adequately staffed and support
meaningful community investments. These changes includes removing the “grandfathering” of CDBG grantees and setting a
minimum grant threshold.

e Reduce undue administrative burden on grantees by aligning the cycles for the submission of plans and reports as well as the
cycles to qualify for the CDBG program.

¢ Allowing for a more equitable treatment of states and entitlement communities and counties by
o allowing states to also receive reallocated funds for disasters from the sanctions fund,

o giving the Department the authority to sanction a state in a similar fashion to other CDBG grantees, and

o increasing states’ administrative cap and removing the matching requirement.
Authorize an increase in the colonias set aside from 10 percent to 15 percent of State CDBG allocations in the states of
Texas, New Mexico, Arizona and California (also discussed below).

HUD stands ready to work with Congress on this legislative proposal to amend the authorization for this program crucial to so many
communities. The Department will also evaluate a series of potential regulatory updates to the CDBG program, as significant
portions of the CDBG regulations have not been updated in more than 20 years.

Proposal to Use CDBG to Improve Upward Mobility

The CDBG program is also part of the Administration’s Upward Mobility Project proposal, a new initiative to allow up to ten states,
localities or consortia of the two to blend funding across four block grants, including the Department of Health and Human Services'
(HHS) Social Services Block Grant and Community Services Block Grant, as well as HUD's HOME Investment Partnerships Program
and CDBG, that share a common goal of promoting opportunity and reducing poverty. In exchange for more accountability for
results, state and localities would be able to use the funds beyond the current allowable purposes of these programs to implement
evidence-based or promising strategies for helping individuals succeed in the labor market and improving economic mobility,
children's outcomes, and the ability of communities to expand opportunity.

The Upward Mobility Project would be jointly administered by HUD and HHS. In addition, participating communities would be eligible
to receive up to $300 million per year ($1.5 billion over five years) through the HHS Social Services Block Grant to support
implementation of the pilot projects. Like Promise Zones and Performance Partnerships, this proposal reflects the Administration’s
efforts to break down silos, provide flexibility for localities to tailor federal funds to meet their unique needs, and direct resources
where evidence suggests they will be most effective. Additional information on the Upward Mobility Project can be found in the HHS
budget justifications.
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Colonias Proposal included in the Budget

The 2016 Budget also includes a proposed General Provision to increase the colonias set aside from 10 percent to 15 percent. This

change would allow for more funding to be directed to these rural border communities, many of which lack adequate water, sewer,
decent housing, or a combination of the three. This change would affect the state CDBG programs of Texas, New Mexico, Arizona,

and California. (Section 256)

Additional Investment in CPD’s eCon Planning Suite

HUD proposes additional investment in CPD’s eCon Planning Suite, an online tool that supports state and local grantees and the
public in assessing affordable housing and community development needs and market conditions, and making data-driven, place-
based decisions for HUD Program funds invested in local communities through their Consolidated Plans. Investing in enhancements
to this system enables grantees receiving CDBG funds through the annual program and through supplemental appropriations to
ensure they are able to assess their community needs in a holistic, comprehensive manner and engage in strategic decision-making
when developing a consolidated plan to allocate the various CPD or other Federal resources to meet local needs. The $2 million is
included in the Department’s justification for the Information Technology Fund.

6. State-by-State Projected Allocations

State-by-State Projected Allocations
(Dollars in Thousands)
State 2014 Actual 2015 Estimate 2016 Estimate
Alaska $4,110 $4,122 $3,819
Alabama 40,960 39,991 37,052
Arkansas 23,777 23,116 21,417
America Samoa 1,032 1,028 1,028
Arizona 47,503 48,910 45,315
California 360,079 358,244 331,911
Colorado 34,058 33,752 31,271
Connecticut 35,951 35,597 32,980
District Of Columbia 13,970 13,734 12,725
Delaware 6,524 6,394 5,924
Florida 129,016 129,871 120,325
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State-by-State Projected Allocations
(Dollars in Thousands)

State 2014 Actual 2015 Estimate 2016 Estimate
Georgia 76,042 75,859 70,283
Guam 3,026 3,036 3,036
Hawaii 12,563 $12,166 $11,272
Iowa 33,433 32,969 30,546
Idaho 11,371 11,343 10,509
Illinois 150,383 149,291 138,317
Indiana 61,197 60,360 55,923
Kansas 23,990 23,704 21,961
Kentucky 39,563 38,985 36,119
Louisiana 45,227 43,930 40,701
Massachusetts 92,486 91,227 84,522
Maryland 44,602 44,304 41,047
Maine 16,730 16,483 15,272
Michigan 113,281 111,834 103,613
Minnesota 48,821 47,966 44,441
Missouri 57,838 57,157 52,956
Northern Mariana Islands 965 971 971
Mississippi 26,968 26,503 24,555
Montana 7,682 7,483 6,933
North Carolina 69,888 70,206 65,045
North Dakota 5,002 4,910 4,549
Nebraska 16,713 16,364 15,161
New Hampshire 11,326 11,268 10,440
New Jersey 80,428 79,506 73,662
New Mexico 15,020 16,135 14,949
Nevada 19,182 19,897 18,434
New York 289,709 286,634 265,565
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State-by-State Projected Allocations
(Dollars in Thousands)

State 2014 Actual 2015 Estimate 2016 Estimate
Ohio 138,836 137,172 127,089
Oklahoma 25,132 24,385 22,592
Oregon 31,378 31,320 29,018
Pennsylvania 171,684 169,529 157,068

Puerto Rico 61,612 57,533 53,304
Rhode Island 15,560 15,316 14,191
South Carolina 34,922 34,287 31,766
South Dakota 6,531 6,380 5,911
Tennessee 45,838 45,092 41,778
Texas 218,520 215,578 199,732
Utah 19,143 19,291 17,873
Virginia 50,770 50,480 46,769
Virgin Islands 1,976 1,964 1,964
Vermont 7,186 7,069 6,550
Washington 50,883 50,747 47,017
Wisconsin 57,159 56,483 52,332
West Virginia 19,070 18,663 17,291
Wyoming 3,384 3,461 3,206
Total Grants $3,030,000 $3,000,000 $2,780,000
Transfer to TI - - 20,000

Total $3,030,000 $3,000,000 $2,800,000
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Budget Activity

Entitlement/Non-Entitle

ment ......oeiiiennnn.
Insular Area CDBG
Program ..............
Indian Tribes .........
University Community
Fund ...........c....
Special Purpose
(Section 107) Grants .
Administration,
Operations, and
Management for
Disasters ............
Economic Development
Initiative Grants ....
Secretary's Work Study
Economic Resilience ...
Disaster Assistance ...
Section 805 Economic
Development training .
Transformation
Initiative (transfer)
Total .....ovvvnnnnn.

COMMUNITY PLANNING AND DEVELOPMENT
COMMUNITY DEVELOPMENT FUND
SUMMARY OF RESOURCES BY PROGRAM

(Dollars in Thousands)

2013 2014
2014 Budget carryover 2014 Total 2014 2015 Budget Carryover 2015 Total 2016
Authority Into 2014 Resources obligations Authority Into 2015 Resources Request
$3,023,000 $644,832 $3,667,832 $3,145,701 $2,993,000 $519,176 $3,512,176 $2,793,000
7,000 7,000 14,000 8,032 7,000 5,968 12,968 7,000
70,000 2,604 72,604 62,512 66,000 10,092 76,092 80,000
96 96 - - 96 96
383 383 - - 336 336
2,296 2,296 11 2,285 2,285
324 324 Ce Ce 324 324
103 103 Ce Ce 103 103
A - - 15 15
13,217,520 13,217,520 1,599,860 11,620,409 11,620,409
275 275 22 - 388 388
3,100,00 13,875,43 16,975,43 4,816,138 3,066,00 12,159,19 15,225,19 2,880,000
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COMMUNITY PLANNING AND DEVELOPMENT
COMMUNITY DEVELOPMENT FUND
Appropriations Language

The fiscal year 2016 President’s Budget includes proposed changes in the appropriation language listed and explained below. New
language is italicized and underlined, and language proposed for deletion is bracketed.

For assistance to units of State and local government, and to other entities, for economic and community development activities, and for
other purposes, [$3,066,000,000] $2,880,000,000, to remain available until September 30, [2017] 2018, unless otherwise specified:
Provided, That of the total amount provided, [$3,000,000,000] $2,800,000,000 is for carrying out the community development block grant
program under title I of the Housing and Community Development Act of 1974, as amended ("the Act" herein) (42 U.S.C. 5301 et seq.):
Provided further, That unless explicitly provided for under this heading, not to exceed 20 percent

of any grant made with funds appropriated under this heading shall be expended for planning and management development and
administration: Provided further, That a metropolitan city, urban county, unit of general local government, or Indian tribe, or insular area
that directly or indirectly receives funds under this heading may not sell, trade, or otherwise transfer all or any portion of such funds to
another such entity in exchange for any other funds, credits or non-Federal considerations, but must use such funds for activities eligible
under title I of the Act: Provided further, That notwithstanding section 105(e)(1) of the Act, no funds provided under this heading may be
provided to a for-profit entity for an economic development project under section 105(a)(17) unless such project has been evaluated and
selected in accordance with guidelines required under subparagraph (e)(2): [Provided further, That none of the funds made available
under this heading may be used for grants for the Economic Development Initiative ("EDI") or Neighborhood Initiatives activities, Rural
Innovation Fund, or for grants pursuant to section 107 of the Housing and Community Development Act of 1974 (42 U.S.C. 5307):
Provided further, That the Department shall notify grantees of their formula allocation

within 60 days of enactment of this Act:] Provided further, That [$66,000,000] of the total amount provided under this heading,
$80,000,000 shall be for grants to Indian tribes notwithstanding section 106(a)(1) of such Act, of which, notwithstanding any other
provision of law (including section 204 of this Act), up to $3,960,000 may be used for emergencies that constitute imminent threats to
health and safety: Provided further, That of the [amounts] fotal amount made available under the previous proviso, [$6,000,000] up to
$10,000,000 shall be for grants [for mold remediation and prevention that shall be awarded through one national

competition to Native American tribes with the greatest need] fo Indian tribes, tribal organizations, and tribally-designated housing entities
for the rehabilitation, acquisition, or new construction of housing for primary and secondary school teachers living on or near a reservation
or other Indian areas, regardless of income or tribal membership: Provided further, That in making awards under the previous proviso, the
Secretary may establish appropriate funding criteria and may give funding priority to applicants proposing to provide assistance to teachers
that are employed at schools that are operated or assisted by the Bureau of Indian Education: Provided further, That notwithstanding any
provision in the Housing and Community Development Act of 1974, any amounts made available to Indian tribes, tribal organizations, and
tribally-designated housing entities for teacher housing may be used for new housing construction by any eligible applicant. (Department of
Housing and Urban Development Appropriations Act, 2015.)
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COMMUNITY PLANNING AND DVELOPMENT
LOCAL HOUSING POLICY GRANTS
2016 Summary Statement and Initiatives
(Dollars in Thousands)

LOCAL HOUSING POLICY GRANTS Budget Authority obligations outlays
2016 Request (Mandatory)........... $300,000 $300,000 $6,000

1. What is this request?

For fiscal year 2016, the Department requests $300 million in mandatory appropriations for a new Local Housing Policy Grants
program. This program would provide grants to states, localities and regional coalitions of localities to support local efforts to
increase economic growth and access to jobs by expanding housing supply.

2. What is this program?

The initiative will fund competitive grants awarded to localities and regional coalitions of localities that demonstrate an ability to
execute and carry out policy, program and regulatory streamlining initiatives, such as design options, process changes, and land use
regulations, that serve to create a more elastic and diverse housing supply. The funding would allow localities to address any
activities needed to support the new policy, program or regulatory initiatives, e.g., infrastructure expansion and/or improvements, as
well as support market evaluations, code writing assistance, design options, stakeholder outreach and education, and
implementation. Funds would also establish a learning network that would provide ongoing capacity building to the organizations
and entities, facilitate shared learning opportunities among similar cohorts, and share or disseminate the results of learning and
resulting effective best practices.

Eligible Grantees and Activities

The Local Housing Policy Grants initiative will support a range of transformative activities in states, regions and localities across the
nation. It will invite states, localities, and regional coalitions to apply for flexible funding to implement policies and practices that
improve housing supply elasticity generally, and expand the supply of well-located, affordable housing. States and localities would
apply for this funding based on the strength of their in-process, proposed, or planned reforms and policies to reduce barriers to
housing development and increase housing supply elasticity and affordability, while demonstrating and strengthening connections
between housing, transportation, and workforce planning.
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Given the role of some states in enabling local reforms, the competition will encourage local, regional, and/or state-level cooperation.
Applicants would likely also be local jurisdictions or regional coalitions of local jurisdictions, which control the housing delivery
system, often applying in tandem with a regional authority to ensure that housing and transportation policy changes are not made in
isolation of the larger regional economy.

The competition would also provide resources to communities that are beginning to experience economic growth, and encourage
them to build strong regulatory and policy reforms into their growth strategy to support a more elastic supply of housing at all
income levels as the economy grows, helping them avoid the traps that the costliest markets now experience, with a forward-looking
approach to ensuring a jobs-housing balance. Finally, the competition would be supported by a learning network among recipients
and highly competitive applicants to facilitate problem solving and accelerated learning and implementation. Strong metrics would
be developed and built into the program to measure the impact of the interventions.

The overall pool of eligible applicants will include states, local jurisdictions and regional coalitions of local jurisdictions where
applicants can show rising housing costs or the reasonable expectation that costs will rise, using Census and other data. They will
need to show a pattern of jobs/housing imbalance, and their proposals must include comprehensive strategies to increase the
elasticity of supply within their housing market across all incomes. The applicants will work with key participants, including the
development community, local agencies or non-profits administering grant components, services or other key programs, key
employers, academics and researchers. Applicants will be required to identify local strengths and challenges, propose
comprehensive solutions and establish strong collaborative partnerships to address the nexus of housing, affordability,
transportation, employment and economic mobility.

Grant funds will primarily fund the transformation of state and local housing delivery systems to create a more elastic and diverse
housing supply. The funds can be used to plan, develop and carry out policy, program and regulatory streamlining initiatives that
lower the housing cost curve and make the housing supply delivery system work more effectively and efficiently. The funding would
allow localities to address any needs that arise from the new policy, program or regulatory initiatives, e.g., infrastructure expansion
and/or improvements, as well as support market evaluations, code writing assistance, design options, stakeholder outreach and
education, and implementation.

Leveraging and Coordination

The program will require matching funds from state, local or private sources. It will also leverage funds from other HUD programs,
including the Community Development Block Grant (CDBG) program, HOME Investment Partnerships (HOME) program and
potentially other federal housing programs.

16-2



Local Housing Policy Grants

In order to encourage local innovation, learn from local experience, and better align multiple HUD and other federal programs and
reduce federal barriers, HUD will work in partnership across federal agencies and provide resources and tools to help communities
realize their own visions for building more prosperous, affordable and economically vital regions. For instance, in order to better
connect housing to jobs, the Department will work to coordinate federal housing and transportation investments with local land use
decisions in order to reduce transportation costs for families, improve housing affordability, save energy, and increase access to
housing and employment opportunities. By ensuring that housing is located near job centers and affordable, accessible
transportation, we will nurture more competitive and vital communities — which provide opportunities for people to live, work, and
access the benefits of a growing economy.

The Department will place a strong emphasis on coordination with other federal agencies, notably the Departments of
Transportation, Agriculture, Labor, Commerce, and the Environmental Protection Agency and others, to leverage additional
resources. Where appropriate, HUD will work in partnership with grantees and its federal partners to address regulatory and
statutory barriers to coordinating these programs and other aspects of the housing delivery system. This proposal will include
legislative waiver authority needed to provide participating localities with the flexibility needed to unify grants and streamline the
provision of housing, transportation, and other grant dollars.

3. Why is this program necessary and what will we get for the funds?

A more diverse and responsive housing stock is needed in order to ensure that the national economy continues its recent pattern of
growth. While some local housing markets are adequately supplied, in general, the national housing market suffers from an
imbalance of housing stock that corresponds to prevailing income levels and demographic changes. This imbalance inhibits
employers’ ability to identify and secure needed resources to expand. In particular, the need for multifamily housing is on the rise.*
According to the Bipartisan Policy Center's Demographic Challenges and Opportunities for U.S. Housing Markets (March 2012), the
demand for rental housing is growing and that trend will continue as those under 35 years of age form new households of their own.
Despite the increasing need, the supply of rental housing is generally not keeping up. According to the National Multifamily Housing
Council, roughly 300,000 new apartments are needed to meet demand annually, but just 130,000 units were built in 2011. The gap
is even more dramatic when it comes to affordable rental housing, with a shortfall of 5.3 million fewer units than demanded by the
12.1 million extremely low-income renters (as of 2011), according to The State of the Nation’s Housing 2013>.

Some points in the forthcoming Worst Case Housing Needs 2013: Report to Congress include:

e Despite a national shortage of affordable rental housing, only one in four families eligible for federal rental assistance programs
receives such assistance. Among very low-income renter households that lacked assistance, 7.7 million had worst case housing

Y Bending the Cost Curve: Solutions to Expand the Supply of Affordable Rentals, Urban Land Institute Terwilliger Center for Housing; Enterprise, November 2013.
2 The State of the Nation’s Housing 2013, Joint Center for Housing Studies, Harvard University: 2013.
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needs resulting from severe rent burden (paying more than one-half of their monthly income for rent) or living in severely
inadequate housing units. From 2003-2013, worst case needs have increased by 48 percent as public-sector housing assistance
and private-sector housing development have substantially failed to keep up with the growing demand for affordable rental
housing.

e As worst case housing needs have increased and the level of housing assistance remains relatively flat, there is a wide gap
between the number of assisted units and the number of households with severe housing needs. Approximately two very low-
income households have worst case needs for every one that receives rental assistance. Across diverse geographic areas, there
is a strong inverse correlation between greater prevalence of worst case needs and greater prevalence of housing assistance
among very low-income renters.

e The gap in supply of affordable rental units relative to need has been growing for decades, but in 2013 continues to show the
effects of the economic recession and the associated collapse of the housing market for the nation’s 18.5 million very low-income
renters. Only 65 affordable units are available per 100 very low-income renters and 39 units per 100 extremely low-income
renters. Availability is restricted because higher income renters occupy 40 percent of the stock affordable for renters with
incomes of 0 to 30 percent of median, and 38 percent of stock affordable of 30 to 50 percent of median income. Available rental
stock, even at higher rent levels, is being absorbed rapidly, reducing the overall rental vacancy rate from 10.9 percent in 2009 to
9.8 percent in 2011 and 8.4 percent in 2013.

The delivery of housing is impacted by a number of procedures, regulations and policies that can inhibit development, instituted at
every level of the housing delivery system and at all points in the development process. Over the past three decades, the cost curve
for housing has risen, impacted at several points in the housing delivery system, particularly in the high-growth metropolitan areas
increasingly fueling the national economy.>* These impacts to the housing delivery system, including regulation, policies and
practices, collectively reduce the ability of housing markets to respond elastically to housing demand — decreasing housing
affordability for working families, increasing inequality by reducing less-skilled workers access to high-wage labor markets, increasing
federal budget costs by raising the cost of HUD housing assistance, decreasing overall employment by restricting migration, and
reducing GDP growth by driving labor migration away from productive regions. A new study by Enrico Moretti, a professor at
University of California, Berkely, suggests that constraints to housing supply may be responsible for up to a 13 percent decline in
aggregate economic output from 1964 to 2009, and researchers at the University of Pennsylvania and the Federal Reserve have
recently provided new evidence that local regulations are drastically reducing economic efficiency.>®

3 Ganong and Shoag (2012) use the number of state appellate court cases containing the phrase “land use” (as a fraction of case volumes) as a measure of
changes in regulatory barriers. This measure at the state level increased by an average of 47% between 1980 and 2010.

* Six of the 9 most productive metro areas over 1 million in population have moderate- or highly-regulated residential development climates, as shown by HUD
analysis of BEA and Wharton Residential Land Use Regulation Index. Productivity is measured by real GDP per capita, and moderately or highly-regulated is
defined as a mean metro WRLURI of 0.5 or above.

° Moretti and Hsieh (2014). Available at http://users.nber.org/~confer/2014/S12014/EFJK/Hsieh_Moretti.pdf
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Many cities and other localities recognize this issue, and are independently attempting to address it. According to the American
Planning Association, an estimated 20 percent of major cities have undertaken comprehensive revisions of their zoning regulations in
the past decade, in part to address the need to expand the housing supply and remove unnecessary barriers and costs to housing.
The many jurisdictions interested in revising their often 1950’s era zoning codes increasingly recognize that updating their policies
can lead to more new housing construction, including multifamily rental construction, better leveraging of limited financial resources,
and increased connectivity between housing to transportation, jobs and amenities. However, these jurisdictions often struggle to
effectuate these needed changes and are frequently working in isolation, typically pulling one lever (e.g., zoning reform) of the many
that could collectively impact housing supply and affordability. Moreover, action in one jurisdiction can be undermined by broader
regional decisions, or those of adjacent localities. Federal assistance to improve information sharing, learning, planning and broad
community engagement can mitigate negative impacts that outdated regulation, policies and practices can have on equity and the
economy.

The goal of the Local Housing Policy Grants initiative is to demonstrate that concentrated and coordinated efforts across a number of
metropolitan housing markets can significantly expand the supply and affordability of housing, increase access to high-wage labor
markets, increase employment and support continued GDP growth by retaining labor in the nation’s most productive regions.

Federal interagency coordination, combined with local and state-level partnerships, have demonstrated the value -- at every level of
government -- of better aligned policies; reduced regulatory barriers; cohort convening, capacity-building and learning; and
dissemination of best practices.

4. How would we know whether this new program works?

Administration and Evaluation

The Assistant Secretary for Community Planning and Development will administer the Local Housing Policy Grants initiative with a
team drawn from other HUD offices including the Office of Economic Resilience within Community Planning and Development, Policy
Development and Research, Fair Housing and Equal Opportunity, and Housing. This will help build a more unified approach to using
the housing delivery system as means of reforming and expanding the elasticity and supply of housing.

HUD would fund baseline research and evaluation as part of the Local Housing Policy Grants initiative. It is expected that this will
inform a broad range of housing programs as well as other federal interventions. Each grantee for the program would be required
to budget a reasonable amount of funds as part of their program to ensure they could provide the appropriate data needed to inform
this larger research effort. HUD proposes to conduct a process evaluation describing how the Local Housing Policy Grants initiative
grantees use their federal grant resources to implement targeted place-based strategies aimed at expanding housing supply,

6 Gyourko and Molloy (2014). Available at http://www.nber.org/papers/w20536.pdf
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reducing jobs/housing imbalance, and increasing access to quality, affordable housing. Because each grantee will create and
execute policy, program and regulatory streamlining initiatives specific to that locality, a key component of the evaluation will be to
assess and classify the specific types of activities implemented within each grantee community. This evaluation will seek to
understand the logic model for transformation established by each grantee, the process by which that model is implemented, and
the initial outcomes of that implementation.

Performance Indicators

e Grants awarded on a timely basis with effective implementation requirements including coordination with a broad array of
stakeholders.

o Discrete and targeted policy, program and practice changes that lower costs at specific points in the housing delivery system,
relative to a pre-implementation baseline.

e Increases in housing production across a range of tenancies over an established baseline.

e Improving jobs/housing balance over an established local baseline.
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COMMUNITY PLANNING AND DEVELOPMENT
COMMUNITY DEVELOPMENT LOAN GUARANTEE
2016 Summary Statement and Initiatives
(Dollars in Thousands)

COMMUNITY DEVELOPMENT LOAN Enacted/ Supplemental/ Total

GUARANTEE Request Carryover Rescission Resources obligations outlays
2014 Appropriation ................ $3,000 $3,755 e $6,755 $2,8262 $945a
2015 Appropriation ................ - 3,000 - 3,000 3,000a 4,5502
2016 REQUEST .. ivevnnnnnnnnnnnnns e..b e e e .22 4,7502
Program Improvements/Offsets ...... - -3,000 - -3,000 -3,000 +200

a/ Obligations and outlays of discretionary funds only—does not include mandatory re-estimates.
b/ No subsidy is requested for fiscal year 2016 as the program moves to a fee-based subsidy.

1. What is this request?

In fiscal year 2016, HUD is requesting $300 million in loan guarantee authority for the Community Development Loan Guarantee
program, also known as the Section 108 program. With the implementation of the congressionally-approved fee structure for the
Section 108 program, HUD is again requesting $0 in credit subsidy in 2016 to support this program. Instead of requesting a credit
subsidy, HUD will support loans in 2016 through the imposition of a fee assessed on borrowers, continuing the policy from the fiscal
years 2014 and 2015 Appropriations Acts. While the requested level is $200 million less than the loan guarantee level provided in
2015, HUD feels that the $300 million request more accurately reflects the projected needs of communities in 2016 given recent loan
guarantee commitment levels for the program.

The Section 108 program historically has provided federal guarantees to private lenders to assist communities in undertaking large
community or economic development projects. Section 108-assisted projects approved in 2013 and 2014 are projected to create
more than 6,000 jobs based on $300 million in loan guarantees. The Section 108 Program’s impact is magnified because many of
these economically distressed localities lack alternative sources of financing for community and economic development projects. The
proposed funding level would maintain access to financing through this program for Community Development Block Grant (CDBG)
Entitlement communities, non-Entitlement local governments participating through the state CDBG program, and Insular Areas.
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The Budget also proposes permanent legislative changes to the Housing and Community Development Act of 1974 to align to the
new fee structure.

2. What is this program?

In today’s economic climate, finding private investment sources for economically distressed areas is a difficult charge. CDBG funds
are useful, but for many cities, they are not enough to support the large-scale development desperately needed by their
communities. To fund these long-term projects, private investment is critical, and Section 108 of the Housing and Community
Development Act enables communities to leverage their CDBG funds into federally guaranteed loans large enough to pursue
substantial physical and economic revitalization projects. These projects create jobs, renew entire neighborhoods, and provide
critical affordable housing to low- and moderate-income families.

The Section 108 program guarantees loans that offer variable- and fixed-rate financing for up to 20 years to finance certain CDBG
eligible activities, including economic development activities, public facilities and improvements, housing rehabilitation, land
acquisition, and related activities. Although some CDBG eligible activities cannot be financed under Section 108 (such as program
administration and public services), the CDBG activities that can be financed through Section 108 account for approximately 70-75
percent of the total CDBG expenditures. Enhanced economic development data for consolidated planning, made possible through
the recent Consolidated Plan improvements, will help grantees understand how this financing can be used most efficiently.

Entitlement communities are eligible to apply for Section 108 loan guarantees equal to 5 times their most recent CDBG award, and
communities in non-entitlement areas may receive loan guarantees, in the aggregate, equal to 5 times the state’s grant under the
CDBG program. As permitted in recent appropriations, several states have applied directly for Section 108 funding to be distributed
to communities in non-entitlement areas to create a loan portfolio of job creation projects.

Since 1977, HUD has issued 1,912 commitments totaling approximately $9.2 billion. When HUD guarantees a Section 108 loan, it
provides a full faith and credit guarantee to the lender, thereby ensuring timely payment of principal and interest and favorable
interest rates. HUD has never paid a claim from a holder of a guaranteed obligation as a result of a default, due in part to the
availability of CDBG funds for repayment if planned repayment sources are insufficient.

The loans guaranteed under Section 108 are privately financed. HUD has developed a productive partnership with financial
institutions who implement a flexible financing structure while providing states and local governments with low-cost financing.
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3. Why is this program necessary and what will we get for the funds?

States and local governments face daunting challenges in addressing their community and economic development needs. Their
ability to respond to these needs has been hampered by budgetary constraints at all levels of government. Often, the annual CDBG
allocation alone is not sufficient to complete crucial large-scale community and economic development projects that communities
desperately need.

Communities across the country turn to the Section 108 loan guarantee as a source of funds for these crucial projects. Currently,
Section 108 is supporting 750 outstanding loans in communities across the country, with a total loan balance of $1.82 billion. Not
only can a grantee carry out a larger program with the Section 108 financing than it would otherwise, but it can more efficiently use
the grant funds it receives. This efficiency is achieved by financing revenue generating activities (e.g., economic development) with
a guaranteed loan and applying the future revenue to repayment of the debt. Grant funds can then be redeployed to non-revenue
generating activities.

Under the requested funding level in the fiscal year 2016, the Section 108 program would continue to fulfill its role as a highly
valuable financing tool for the large-scale community and economic development activities being carried out by local governments
that are vital to the improving the opportunities of their residents. The requested funding level would ensure the expanded
availability of low-cost, flexible financing for community and economic development projects throughout the country as local
governments continue to struggle with financing development needs.

To assist governments with the conversion to a fee-based financing mechanism, HUD would allow Section 108 borrowers to include
the fee in the guaranteed loan amount, as is permitted under other federal guarantee programs (e.g., the SBA 504 program). HUD
will issue the necessary rules to implement the fee based structure and intends to implement the fee during fiscal year 2015 when
carryover credit subsidy amounts are exhausted.

Outcomes Associated with fiscal year 2016 Section 108 Requested Funding:

e The Section 108 program would finance job-creating projects that could be expected to create or retain at least 5,000 jobs
resulting from economic development investments financed by loans guarantees.

e Section 108 financing for economic development purposes would leverage approximately $4.62 of additional funds for every
$1 of Section 108 loan funds, based on prior experience.

e The program would be expected to finance the rehabilitation and construction of more than at least 10 public facilities and
provide assistance to between 20 and 25 economic development activities.
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Project Examples:

Los Angeles, CA

The City of Los Angeles used $6,583,000 of a Section 108 loan pool to fund the 6.6-acre Juanita Tate Marketplace / Slauson -
Central Project. The project is built on a brownfield site of a former a scrap yard and recycling facility in south Los Angeles. As the
result of careful planning, the former brownfield site was converted into a new shopping center with approximately 77,095 square
feet of leasable retail space. The project opened in April 2014 and includes major retail tenants such as Northgate Gonzales Market,
CVS, Chase Bank, and Starbucks, in addition to providing several other smaller retail spaces for other tenants. The shopping center
has over 400 parking spaces and has created more than 200 permanent jobs.

Covington, KY

The City of Covington received approval of a $4 million Section 108 loan guarantee commitment to establish an economic
development loan pool. Of the approved amount, $3 million will be used to make economic development loans to both micro and
small business while the remaining $1 million will be available for rehabilitation of publicly owned real property. The projects will be
located primarily in Covington’s Neighborhood Revitalization Strategy Area in the downtown area.

Plans to Improve this Program via IT Investment

In July 2013, HUD staff and CDBG grantees began to use the Integrated Disbursement & Information system (IDIS) to track 757
loan guarantees totaling more than $1.2 billion under the Section 108 Loan Guarantee Program. The IDIS system is used to track
and monitor the use of loan funds and repayment and collect data on program performance. The use of this system has increased
transparency and accountability in grantee financial management, enabled CPD staff to more effectively and efficiently manage and
monitor loans, and streamlined the reporting process in order to ensure the availability of high-quality performance data.

4. How do we know this program works?

HUD'’s Office of Policy Development and Research (PD&R) conducted a study, completed in September of 2012, that examined how
the Section 108 Loan Guarantee program has been used as a source of financing for local economic development, housing
rehabilitation, public facilities, and large-scale physical development projects, and what resulted from these investments, which are
designed to benefit low- and moderate-income persons. This study also examined whether Section 108 funds were uniquely suited
to the funded activities or whether other programs could do the job.
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The study indicated, among other things, that:

Section 108 is an important source of funds. Up to three-quarters of the recipients that participated in the study said that
projects would not have happened had the Section 108 financing been unavailable.

Those borrowers who leveraged other funding sources (private, federal, state, and local) with Section 108 funds, on average,
secured $4.62 of additional funds for every $1 of Section 108 loan funds.

Nearly all recipients that had time to reach results had positive outcomes to report.

No other community and economic development funding sources are able to duplicate the financing Section 108 provides.
The jobs created by Section 108 were found to be created with, on average, much less funding than the CDBG program
requires for a program to be considered an effective economic development activity. With $26,000 of Section 108 loans
yielding a full-time equivalent job, these loans create jobs at nearly twice the rate required for CDBG economic development
activities.

Borrowers participating in the PD&R study noted that Section 108:

Works well in their communities;

Leads to job creation and retention, increases income for residents, forms a broader tax base, and enhances social and
cultural amenities;

Provides low cost financing with great flexibility in structuring loan terms; and

Without Section 108, other funds could not be leveraged for very large projects.

Grantees participating in the study provided additional details on the economic power of job creation projects. For example, one
grantee stated that, based on a 3-year ramp-up of 3,000 employees, it anticipates an annual direct economic impact of

$246.5 million and an indirect economic impact of $135.9 million in year 3. The grantee anticipates a cumulative economic impact of
over $764.7 million.

5. Proposals included in the Budget

General Provision, Section 211: The proposed general provision permanently amends Section 108 of the Housing and
Community Development Act of 1974 (42 U.S.C. 5308) to align the statute to current program operations:

Makes permanent a longstanding provision that allows HUD to issue loan guarantees to States on behalf of non-entitlement
communities;
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¢ Removes the aggregate limitation on outstanding guarantee obligations that has long been superseded by appropriations
language; and
¢ Removes the prohibition on fees (superseded by appropriations language in 2014 and 2015).

Since the Section 108 program is part of the CDBG program, it should be noted that many CDBG grantees that have opted to make
use of HUD’s Section 108 loan guarantee program use CDBG funds to repay the loan. This is particularly true in instances where the
assisted activity is a public facility/infrastructure project that does not generate revenue or program income that can be used to
repay the loan. From the period fiscal year 2008 through fiscal year 2013, a recent HUD analysis estimates that 42 percent of
annual Section 108 debt service was paid with CDBG funds. This includes planned and unplanned uses of CDBG for Section 108
debt service purposes. Enactment of restrictions on using CDBG funds to repay Section 108 loans, as included in the House
appropriations bill for fiscal year 2015, would result in the Federal Government incurring significant losses on Section 108 loans.
Borrowers that used Section 108 loans to finance public facility/infrastructure projects furnished additional collateral (e.g., local
funds), but that collateral was given to cover the contingency that future appropriations would not be made (not that CDBG funding
would be approved but not be available for debt service).
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COMMUNITY PLANNING AND DEVELOPMENT
COMMUNITY DEVELOPMENT LOAN GUARANTEE
Summary of Resources by Program

(Dollars in Thousands)

2013 2014
2014 Budget carryover 2014 Total 2014 2015 Budget Carryover 2015 Total 2016
Budget Activity Authority Into 2014 Resources obligations Authority Into 2015 Resources Request
Loan Guarantee Subsidy $3,000 $3,755 $6,755 $2,826 . $3,000 $3,000
Loan Commitment Level . 150,000 150,000 . $500,000 . [500,000] [$300,000]
Total ..........iunn. 3,000 3,755 6,755 2,826 [500,000] 3,000 3,000 [300,000]

NOTE: Budget authority represents the total credit subsidy for loans supported. The 2015 appropriations Act moved the Section 108
Program to a fee-based program. The 2016 Budget continues the fee-based program, and requests $300 million in loan

guarantee commitment authority with $0 in credit subsidy.
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COMMUNITY PLANNING AND DEVELOPMENT
COMMUNITY DEVELOPMENT LOAN GUARANTEE
Appropriations Language

The fiscal year 2016 President’s Budget includes proposed changes in the appropriation language listed and explained below. New
language is italicized and underlined, and language proposed for deletion is bracketed.

Subject to section 502 of the Congressional Budget Act of 1974, during fiscal year [2015] 2016, commitments to guarantee loans
under section 108 of the Housing and Community Development Act of 1974 (42 U.S.C. 5308), any part of which is guaranteed, shall
not exceed a total principal amount of [$500,000,000, notwithstanding any aggregate limitation on outstanding obligations
guaranteed in subsection (k) of such section 108] $300,000,000: Provided, That the Secretary shall collect fees from borrowers [,
notwithstanding subsection (m) of such section 108,] to result in a credit subsidy cost of zero for guaranteeing such loans, and any
such fees shall be collected in accordance with section 502(7) of the Congressional Budget Act of 1974. (Department of Housing and
Urban Development Appropriations Act, 2015)

17-8



HOME INVESTMENT PARTNERSHIPS PROGRAM
2016 Summary Statement and Initiatives
(Dollars in Thousands)

HOME INVESTMENT PARTNERSHIPS Enacted/ Supplemental/ Total
PROGRAM Request carryover Rescission Resources obligations outlays
2014 Appropriation ................ $1,000,000 $203,835a A $1,203,835 $1,023,768 $1,249,765
2015 Appropriation ................ 900,000 179,923b A 1,079,923 936,179 1,155,565
2016 ReqUEST .. .vviiiiiiai e 1,060,000¢< 143,744 . 1,203,744 1,045,939d 1,044,2764
Program Improvements/Offsets ...... +160,000 -36,179 v +123,821 +109,760 -111,289
a/ This number includes $13.566 million of funds recaptured in fiscal year 2014. Of those funds recaptured, $12.827 million were grants and $738.8 thousand

b/
c/

d/

1.

were technical assistance funds.

This number excludes funds that expired at the end of fiscal year 2014.

This number includes a $10 million set aside for the Self-Help and Assisted Homeownership Opportunities program, as well as a transfer to the
Transformation Initiative (TI) account of $8,056,000 of Budget Authority.

This number excludes Transformation Initiative obligations and outlays.

What is this request?

For fiscal year 2016, the Department requests $1.06 billion for the HOME Investment Partnerships Program, of which $10 million
would be set-aside for the Self-help Homeownership Opportunity Program (SHOP). For HOME, this request is $150 million more
than the 2015 enacted; for SHOP, this request is the same as the 2015 enacted level. The HOME program is one of the few Federal
programs that adds to the physical inventory of affordable housing and preserves the physical inventory through rehabilitation.

An appropriation of HOME and SHOP funds at the requested level will result in the following production over time:

16,045 units of affordable housing for new homebuyers;

15,099 units of newly constructed and rehabilitated affordable rental units;

7,521 units of owner-occupied rehabilitation for low-income homeowners;

8,813 low-income households assisted with HOME tenant-based rental assistance; and
533 affordable homeownership units with SHOP funds.

Funding at the requested level would require HOME Participating Jurisdictions (PJs) to provide $262.5 million in matching
contributions and, based on historical leverage data, would result in approximately $4.37 billion in public and private leverage.
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Moreover, for every $1 million in HOME funds, 17.87 jobs are created. The fiscal year 2016 request would preserve/create
approximately 18,763 jobs.

Proposals in the Budget

The Department requests statutory changes to the HOME program that would:

(1) Revise “grandfathering” provisions and eliminate the dual allocation threshold for HOME PJs;
(2) Permit statewide non-profits to be designated as CHDOs;

(3) Provide for a formula reallocation of recaptured CHDO set-aside funds; and

(4) Allow an exception to 30-day requirement notice for eviction or failure to renew lease.

The Department requests also statutory changes to SHOP that would:

(1) Amend the SHOP statute to allow HUD to issue SHOP regulations over five pages in length;

(2) Add a section to specifically allow the use of up to 20 percent of SHOP grant funds for eligible planning, administration, and
management costs;

(3) Establish a single 36-month grant term for the grantee’s SHOP program; and

(4) Authorize HUD to establish deadlines for completion and conveyance of all SHOP units.

HOME is also part of the proposed Upward Mobility Project, a new initiative to allow up to ten states, localities or consortia of the
two to blend funding across four block grants, including the Department of Health and Human Services' (HHS) Social Services Block
Grant and Community Services Block Grant, as well as HUD's HOME and Community Development Block Grant (CDBG), that share a
common goal of promoting opportunity and reducing poverty.

More information on these changes is included in Section 5 of this justification.

2. What is this program?

Program Description and Key Functions

The HOME Investment Partnerships Program is the largest federal block grant to state and local governments designed exclusively to
produce affordable housing for low-income families.

HOME was authorized in 1990 as Title II of the Cranston-Gonzalez National Affordable Housing Act (42 U.S.C 12701 et seq; program
regulations are at 24 CFR Part 92) to provide participating jurisdictions (PJs), on a coordinated basis, with various forms of federal
housing assistance, including capital investment, mortgage insurance, rental assistance, and other federal assistance, needed to
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expand the supply of decent, safe, sanitary, and affordable housing; to make new construction, rehabilitation, substantial
rehabilitation, and acquisition of such housing feasible; and to promote the development of partnerships among the federal
government, States and units of general local government, private industry, and non-profit organizations to effectively coordinate all
available resources to provide more of such housing.

HOME funds may be used only for four primary purposes:
e production of new single or multifamily housing units;
¢ rehabilitation of housing;

e direct homeownership assistance; or

e time-limited tenant-based rental assistance (for up to 2 years with possibility of renewal).

In fiscal year 2014, HOME provided funding to 640 PJs, including 584 local government PJs (including 142 consortia), 52 states
including the District of Columbia and Puerto Rico, and 4 Insular Areas. For many jurisdictions, these funds are the principal tool for
the production of rental and for-sale housing for low- to extremely low-income families, including mixed-income housing and housing
for persons with special needs. In addition, HOME funds frequently provide the critical gap financing that make rental housing
funded with Low-Income Housing Tax Credits or other federal, state, or local housing projects feasible.

How Funds are Allocated

Annual HOME allocations to States and eligible local government PJs are determined by a formula that reflects the severity of local

affordable housing needs. The formula ensures that PJs with the greatest housing needs receive the most funding. The greater of
0.2 percent of the annual appropriation or $750,000 is set aside for Insular Areas, with 60 percent of the remaining funds awarded
to participating local governments and 40 percent awarded to States. All States receive a minimum annual allocation of at least $3
million. The following six formula factors, using the most recent data from the American Community Survey, are used:

e vacancy-adjusted rental units in which the head of household is at or below the poverty level;

e occupied rental units with at least one of four problems (overcrowding, incomplete kitchen facilities, incomplete plumbing, or
high rent costs);

e rental units built before 1950 occupied by poor households;
e a ratio of the jurisdiction's costs of producing housing divided by the national cost;
e the number of families at or below the poverty level; and

e the population of a jurisdiction multiplied by the net per capita income.
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Program Requirements

HOME Program

Eligible Activities. PJs may use HOME funds to help renters, new homebuyers, or existing homeowners through rehabilitation of

substandard housing, acquisition of standard housing (including down payment assistance), new construction, or tenant-based
rental assistance (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 requirements for other programs, or to finance public housing operating subsidies or
modernization.

Low-Income Benefit. HOME makes homeownership affordable to lower-income households. All households assisted through the
HOME program must have annual incomes that do not exceed 80 percent of the area median income (AMI). The investment of
HOME funds in rental projects increases the affordability for families at the very lowest income levels by requiring long-term
income targeting and affordable rents.

o In addition, the HOME statute requires that at least 90 percent of the households occupying HOME-assisted rental units or
receiving HOME-funded rental assistance have incomes that do not exceed 60 percent of the AMI. The HOME program
consistently exceeds this income-targeting requirement. A total of 99.3 percent of households receiving TBRA and 97 percent
of households occupying assisted rental units have incomes below 60 percent of the area median.

Matching Requirements. Effective with the 1993 appropriation, PJs must provide matching contributions of at least 25 percent of
HOME funds spent for TBRA, rehabilitation, acquisition, and new construction. To be considered eligible as match, a contribution
must be made from non-federal sources and must be a permanent contribution to a HOME project or to HOME match-eligible
housing. Consequently, not all leveraged funds can be considered match. The Housing and Community Development Act of
1992, provides that the matching 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. As of September 30, 2014, HUD determined that there were 266
PJs currently in fiscal distress or severe fiscal distress and their matching requirements were reduced accordingly, thereby
allowing those PJs to use their general funds for more immediate or pressing needs.

Reallocation of Funds. The HOME statute provides that HOME funds will be available to PJs to commit to affordable housing
projects for 24 months. Thus, the Department must de-obligate HOME funds that have been available to PJs, but have not been
committed to affordable housing by the end of the last day of the month of the 24-month period. These funds are reallocated by
formula. From the inception of the program through September 30, 2014, the Department has de-obligated approximately $81.8
million.

CHDO Set-aside. The HOME statute also requires that at least 15 percent of each PJ’s HOME funds are reserved to housing
owned, developed, or sponsored by CHDOs within 24 months, and if this deadline is not met, the funds are recaptured and
redistributed by national competition. To date, $17.8 million of CHDO funds have been recaptured.
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Repayments and Deadline Compliance. The Department has reduced HOME grants by approximately $46.3 million in lieu of
repayment for incomplete or ineligible activities. De-obligated non-CHDO funds and funds from grant reductions in lieu of
repayment are reallocated by formula to all PJs during the next formula allocation cycle. These deadline requirements are
important statutory performance measures and the de-obligation process ensures that HOME funds are used in a timely manner
or are redistributed.

SHOP Program

Authorization. SHOP is authorized by Section 11 of the Housing Opportunity Program Extension Act of 1996 (42 U.S.C. 12805).
The purpose of SHOP is to facilitate and encourage innovative homeownership opportunities on a geographically diverse basis
through the provision of self-help homeownership programs for low-income families and individuals who otherwise would be
unable to afford to purchase a homeownership unit.

Eligible Grantees. SHOP achieves this goal through its annual Notice of Funding Availability (NOFA) competitive award. Each year
HUD’s SHOP NOFA sets forth program application requirements and rating criteria. To ensure that awards go only to high-quality
applicants, eligible SHOP grantees are limited to national and regional nonprofit organizations and consortia that have experience
in providing self-help homeownership housing in at least two states. In past years, HUD has awarded funds to between three
and five SHOP grantees. These grantees have the option of using non-profit affiliate organizations to undertake their SHOP
activities, and are responsible for the performance of their affiliates. The number of affiliates varies by grantee.

Eligible Activities. SHOP funds can only be used to purchase land, install or improve infrastructure, and pay reasonable
administrative costs of up to 20 percent of the grant. The SHOP investment cannot exceed $15,000 per unit for land acquisition
and infrastructure improvements, averaged across the entire grant. Grantees must leverage other funds for the construction and
rehabilitation of the SHOP units, for securing permanent homebuyer financing, and for providing housing counseling.

Sweat Equity. Homebuyers must contribute sweat equity, including but not limited to assisting in the painting, carpentry, trim
work, drywall, roofing and siding for the housing. If one individual will hold the title, the homebuyer must contribute a minimum
of 50 hours of sweat equity; otherwise, the homebuyers must contribute a minimum of 100 hours of sweat equity. In exchange,
SHOP homebuyers receive the full value of their sweat equity contribution as equity towards the purchase of their SHOP units.
This sweat equity contribution may not be mortgaged or otherwise restricted upon a future sale.

Key Partnerships and Stakeholders

HOME funds are administered by states and local government Participating Jurisdictions (PJs). These PJs can undertake HOME
projects on their own or in partnership with for-profit and non-profit housing developers, housing finance agencies, and Community
Housing Development Organizations (CHDOS).
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SHOP grantees are national and regional nonprofit organizations and consortia that have experience in providing self-help
homeownership housing in at least two states. Often these grantees will use local affiliates to carry out SHOP projects. SHOP funds
are limited to land acquisition, infrastructure improvements, and related administrative costs, as a result, SHOP requires significant
leveraging and other investment is raised for each dollar of SHOP funds expended. The SHOP model also requires donations of
volunteer labor that further reduce production costs. In addition, by funding the preliminary site acquisition and infrastructure
development costs, SHOP also enhances the ability of local governments to use other HUD funds (e.g., HOME, CDBG) more timely
and efficiently.

3. Why is this program necessary and what will we get for the funds?

The Need for Affordable Housing—

Despite a national shortage of affordable rental housing, only one in four families eligible for federal rental assistance programs
receives such assistance. HUD’s forthcoming report to Congress, Worst Case Housing Needs 2013, reveals that among very low-
income renter households that lacked assistance in 2013, 7.7 million had worst case housing needs resulting from severe rent
burden (paying more than one-half of their monthly income for rent) or living in severely inadequate housing units. From 2003-
2013, worst case needs have increased by 49 percent as public-sector housing assistance and private-sector housing
development have substantially failed to keep up with the growing demand for affordable rental housing.

As worst case housing needs have increased and the level of housing assistance remains relatively flat, there is a wide gap
between the number of assisted units and the number of households with severe housing needs. For every household that
receives rental assistance, approximately two households have worst case housing needs. Across diverse geographic areas,
there is a strong inverse correlation between greater prevalence of worst case needs and greater prevalence of housing
assistance among very low-income renters (Worst Case Housing Needs 2013, forthcoming).

The gap in supply of affordable rental units relative to need has been growing for decades, but in 2013 continues to show the
effects of the economic recession and the associated collapse of the housing market for the nation’s 18.5 million very low-income
renters. Only 65 affordable units are available per 100 very low-income renters and 39 units per 100 extremely low-income
renters. Availability is restricted because higher income renters occupy 40 percent of the stock affordable for renters with
incomes of 0 to 30 percent of median, and 38 percent of stock affordable of 30 to 50 percent of median income. Available rental
stock, even at higher rent levels, is being absorbed rapidly, reducing the overall rental vacancy rate from 10.9 percent in 2009 to
9.8 percent in 2011 and 8.4 percent in 2013 (Worst Case Housing Needs 2013, forthcoming).

According to the "State of the Nation’s Housing 2014,” published by the Joint Center for Housing Studies at Harvard University,
the U.S. homeownership rate fell for the ninth straight year from 66.1 percent in 2012 to 65.1 percent in 2013. Homeownership
rates for all 10-year age groups between 25 and 54 are at their lowest point since recordkeeping began in 1976.
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e The number of households with housing cost burdens continues to climb, 35.3 percent of U.S households pay more than
30 percent of their income for housing in 2012. The share of cost burdened renters increased in all but one year from 2001 to
2011, to just about 50 percent, of which 28 percent paid more than half their incomes for housing. (State of the Nation’s Housing
2014)

e The rising number of households unable to secure affordable housing reflects both the substantial growth in extremely low-
income households and the fact that the private sector struggles to provide housing at a cost that is within reach of these
households. An Urban Institute analysis found in 2000, 8.2 million extremely low-income households competed for 2.9 million
rental units that were affordable and available. By 2012, the number of extremely low-income households had swelled to 11.5
million while the number of affordable and available housing units had increased to only 3.3 million. (State of the Nation’s
Housing 2014)

HOME'’s Contributions

HOME, as the primary federal tool of state and local governments for the production of affordable rental and for-sale housing for
low-income to extremely low-income families, including mixed-income housing and housing for homeless and persons with HIV-
AIDS, is an anchor of this nation’s affordable housing finance system. The program provides state and local governments with the
discretion to determine the type of housing product they will invest in, the location of the housing, and the segment of their low-
income population to be served through these housing investments. For many states and local governments, HOME is the only
reliable stream of affordable housing development funds available to them.

All HOME funds must be used to benefit families and individuals who qualify as low-income (i.e., at or below 80 percent of AMI).
The investment of HOME funds in rental projects increases the affordability for families at the very lowest income levels by requiring
long-term income targeting and affordable rents.

In addition, the HOME program produces additional long-term affordable rental housing. HOME funds frequently provide the critical
gap financing that make rental housing funded with Low-Income Housing Tax Credits (LIHTC) or other federal, state, or local
housing projects feasible, although LIHTC can provide 40-50 percent of the capital necessary to complete a rental project. For
example, per grantee reporting, 65 percent of approximately 177,000 completed HOME assisted rental units were part of awarded
LIHTC projects from fiscal year 2009-2013. During the recent economic crisis, when tax credits were selling at much reduced prices
or not at all, HOME funds provided essential gap financing for LIHTC projects to an even greater extent than what was historically
provided to these projects.

Of all LIHTC projects placed in service nationally between 2003 and 2012, HOME funds were expended in 23.3 percent of them.
(PD&R calculations based on database of properties placed in service through 2012” available online at: http://lihtc.huduser.org/).
Of these, 63.7 percent were new construction and 36.3 percent were rehabilitation of existing housing (either to preserve existing
affordable housing or to convert existing housing to include affordable units), showing that the HOME program’s flexible options are
being used to support different types of key affordable housing activities. This flexibility is also critical as different regions;
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particularly the Northeast and Upper Midwest tend to rely more on rehab of the existing housing stock, while regions that are
growing in population use more new construction.

HOME is also used in supportive housing projects for the homeless. Of the 6 percent of LIHTC projects targeted to address
homelessness that were placed in service between 2003 and 2012, HOME funds were used in 27.4 percent of them. Without this
funding, many of these projects (over 200 projects with an average size of 54 units per project) likely would have had enormous
difficulty being completed or finding alternative financing.
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HOME Investment Partnerships Program Accomplishments and Beneficiary Characteristics as of September 30, 2014

Completed Production Units

Occupied Units

Ethnicity Characteristics

Homebuyer 492,234 99% Hispanic 17%
Rental 462,891 Households Receiving Tenant- Based Non-Hispanics 83%
Homebuyer Rehab 230,165 Rental Assistance (TBRA)
Total Production Units 1,185,290 294,650
Units by HOME Activity Family Size Race Characteristics
1 Person 37% White 46%
2 Persons 22% Black/African American 32%
® Homebuyer 3 Persons 18% Asian 1%
- f‘i::aelbuy er Rehab 4 Persons 13% American Indian/Alaskan Native 2%
19% 5 Persons 6% Native Hawaiian/Pacific Islander* 0%
6 Persons 2% American Indian/Alaskan Native & White* 0%
7 Persons 1% Asian & White* 0%
8+ Persons 1% Black/African American & White* 0%
Family Type American Indian/Alaskan Native & Black* 0%
Single/Non-Elderly 26% Other/Multi-Racial* 1%
Elderly 21% Asian/Pacific Islander** 1%
Related/Single Parent 27% Spanish Culture or Origin** 17%
Related/Two Parent 20% *represents less than 0.5%
Other 6% **data collected through old race definitions
Status of HOME Funds Units: Number of Bedrooms Income Status
Amount Allocated $34.5 billion 99.5% 0 Bedroom 3% Extremely Low-Income (0-30% AMI) 25%
Amount Committed $32.4 billion 94.3% 1 Bedroom 17% Very Low-Income (30-50% AMI) 32%
Amount Disbursed $30.9 billion 89.9% 2 Bedroom 28% Low-Income (50-80% AMI) 43%
3 Bedroom 44% Above Low-Income (>80% AMI) 0%
4 Bedroom 7%
5+ Bedroom 1%
Ratio of Other Dollars to HOME Dollars Average HOME Cost Per Unit Funds Reserved to Community Housing
(Leveraging) Homebuyer $15,754 Development Organizations (CHDOs)
Rental $32,309
4.16:1 Homeowner Rehab $21,827 21%
TBRA $3,175

Source: Cumulative HOME Production (1992 - 2014) from the Integrated Disbursement and Information System (IDIS).
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SHOP'’s Contribution

SHOP expands the supply of homeownership housing for low-income households by providing grant funds used to reduce the cost of
developing affordable housing. The availability of SHOP funds for land acquisition and infrastructure improvements enable SHOP
grantees to leverage other funds for construction and rehabilitation, including funds from other HUD programs. Current SHOP
grantees report that among the biggest obstacles to developing affordable housing are lack of affordable land and the high cost of
infrastructure improvements. SHOP addresses both of these barriers to expanding the supply of affordable homeownership housing
by providing an average of $15,000 per unit for land acquisition and infrastructure improvements.

SHORP targets underserved areas and income groups. SHOP grantees must demonstrate a clear unmet need for self-help
homeownership housing on a national or regional basis consisting of at least two states. SHOP grantees target inner cities, rural
areas, and colonias, where the lack of adequate housing is most acute. Most grantees work through local affiliate organizations that
serve specific local target areas, and have a deep understanding of local conditions and needs. By using the homeownership model,
SHOP provides stability to families and neighborhoods.

The SHOP program design enables deep income targeting. The majority of SHOP homebuyers have incomes below 50 percent of
the area median income in the area. In addition, many are first-time homebuyers for whom owning a home has been a life-long
dream.

SHOP ensures that homeownership housing is affordable and sustainable. SHOP is designed with the recognition that low-income
households have limited equity. To address this hurdle to low-income homeownership, SHOP enables low-income homebuyers to
contribute their labor towards the purchase of their units. This sweat equity contribution reduces the purchase price of their SHOP
unit.

SHOP also requires applicants to describe the standards they will use to limit the monthly housing cost burden of their homebuyers.
Because homebuyers are required to contribute their sweat equity, they are trained in many building maintenance skills and have an
understanding of the long-term maintenance requirements that are part of successful homeownership. All grantees provide pre-
purchase counseling, and most provide post-purchase interventions.

SHOP ensures that only experienced grantees are awarded SHOP funds. Applicants must demonstrate that they have experience and
have successfully developed a least 30 units of self-help homeownership housing in the prior 24 months. By allowing up to 20
percent of each SHOP grant for program administration and management, SHOP ensures that grantees have adequate funds to
manage and monitor their SHOP programs, and provide training and technical assistance to their affiliate organizations and program
participants.

SHOP ensures a timely and efficient use of federal funds. SHOP funds must be expended within 36 months of obligation for affiliate
organizations developing five or more SHOP units, or 24 months for other grantees. Moreover, HUD's expectation is that grantees
will convey most SHOP units within 12 months of the end of the SHOP grant term. Quarterly and annual reporting systems help
HUD monitor grantee performance. By limiting the use of SHOP funds to land acquisition, infrastructure improvements, and related
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administrative costs, SHOP requires significant leveraging and other investment. The SHOP model also requires donations of
volunteer labor that further reduce production costs. In addition, by funding the preliminary site acquisition and infrastructure
development costs, SHOP enhances the ability of local governments to use other HUD funds (e.g., HOME, CDBG) more timely and
efficiently.

4. How do we know this program works?

Research and Evaluation

In response to a congressional directive issued in Section 231 of the Consolidated and Further Continuing Appropriations Act of
2012, GAO conducted a study to analyze “...(1) what is known about the effectiveness (or impact) of the CDBG and HOME programs,
(2) the performance measures HUD has in place for the CDBG and HOME programs and any challenges HUD faced in developing
these measures, and (3) promising practices HUD and other have identified for the CDBG and HOME programs.” (Shear, William B.
“GAO-12-575R Effectiveness of Block Grants.” Government Accountability Office. 15 May 2012.) Subsequently, GAO released a
report on May 15, 2012, acknowledging the difficulties associated with assessing the effectiveness of federal block grant programs at
a national level, while concluding that a positive correlation exists between the HOME program and assisted communities. The study
found:

1. Few comprehensive studies on the effectiveness of the HOME program exist, but GAO determined that a number of studies
focusing on specific activities have generally found HOME has made positive contributions. A 2001 study found that slightly more
than 95 percent of HOME-funded units had rents that were at or below program affordability limits. A 2004 study found that the
HOME program supported both geographic and economic mobility of homebuyers. A 2008 study found that HOME—assisted
buyers had foreclosure rates slightly lower than a similar demographic group of FHA insured buyers.

2. HUD has established performance measures for the HOME program. CPD developed a performance measurement system in 2006
that allows grantees to report on objectives, intended outcomes, and outputs for all activities undertaken. The system has
provided the Department with data capable of being aggregated at the national level, but the GAO report acknowledges the
inherent challenges related to developing performance measures for block grant programs. The GAO found that HOME has
historically collected extensive data regarding the completion of HOME units and the beneficiaries assisted by the HOME
program. For every unit receiving HOME assistance, HUD collects data on location, race/ethnicity, income range, and the size,
and type of the beneficiary household, as well as HOME costs per unit and project, leveraging of other resources, and the
number of years each unit will remain affordable to low- and very low-income families.

3. HUD and others have identified several promising practices for the HOME program related to program management and use of
funds. The promising practices included the development of local performance measurement systems, internal operating
procedures, and the identification of a number of innovative projects that effectively used HOME funds. HUD gave awards in
2005 and 2011 for HOME projects that demonstrated neighborhood revitalization, innovative design, reaching underserved
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populations, and producing sustainable housing. The report also referenced the Consolidated Plan enhancements that provide
better data allowing grantees to prioritize and target limited resources.

HOME Program Outcomes

Key contributions of the HOME program:

e Completed 1,185,290 affordable units in the past 22 years, of which 492,234 were for new homebuyers, 230,165 were for
owner-occupied rehabilitation and 462,891 were new and rehabilitated rental units.

e Provided 294,650 low-income families in the past 22 years with tenant-based rental assistance, of which 97 percent qualified as
very low-income (i.e., income at or below 50 percent of the AMLI.)

e Forty-four percent of those assisted with affordable rental housing during the past 5 years were extremely low-income families
(i.e., income at or below 30 percent of the AMI.)

e Leveraged $115.5 billion of other funds for affordable housing, with a leveraging ratio of 4.16:1 (i.e., $4.16 of private or other
public dollars for each HOME dollar invested in rental and homebuyer projects).

e The average HOME cost per unit assisted over the life of the HOME program is $23,398, a small investment yielding significant
results.

SHOP Program Outcomes

SHOP assists the efforts of proven national and regional non-profit organizations and consortia to develop high quality affordable
housing. SHOP funds serve as the “seed money” to obtain materials and mobilize volunteer labor that provides momentum for
greatly expanded levels of construction investment in low-income housing from public and private sources. While the matching of
SHOP funds with other dollars is not required, SHOP grantees have shown that for every SHOP dollar the program leverages more
than $5 in resources from other sources. This does not include the sweat equity and volunteer labor required by the program. The
presence of SHOP funds increases the ability of non-profit organizations to leverage funds, providing a substantial return on the
maximum federal investment of $15,000 per unit. SHOP funds reinforce the very grassroots nature that has made self-help housing
organizations so successful at expanding housing opportunities for low- and very low-income families in urban and rural areas across
the country:

e All SHOP funds assist low-income families and individuals to purchase a home. “Low-income” means households with incomes
no greater than 80 percent of the median income for the area. Currently, 61 percent of SHOP homebuyers are very low-income
(i.e., income at or below 50 percent of the AMI.), and 10 percent are extremely low-income (i.e., income at or below 30 percent
of the AMI.) All SHOP units are affordable. Homebuyers earn equity toward the purchase of their homeownership units by
contributing sweat equity. Volunteer labor contributions also help reduce the cost of these units. Homebuyer equity at sale has
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ranged from $15,000 to $30,000 per unit. SHOP units must be energy-efficient and water-efficient, thereby reducing the long-
term maintenance cost of the SHOP units.

e Since the inception of the program in 1996, 27,351 affordable homeownership units have been completed and conveyed to low-
income buyers.

e Over $2.1 billion in other funds have been leveraged for a ratio of $5.44 in other funds raised for each $1 of SHOP funds
expended.

Summary of IT investment:

Prior IT DME funding has enabled HUD to develop a range of tools and system improvements over the years to strengthen
HOME oversight and to assist grantees to better manage their programs. One example of these enhancements is the HOME
Review Activity screen and related activity flags, which identify HOME activities that meet certain criteria in order to keep HOME
projects moving toward completion. Another example is the automatic cancellation process and HUD Initiated Activity
Cancellation Report, which identifies projects that are cancelled automatically in the system due to not having any disbursements
within 12-months of activity commitment.

During 2014, IDIS was significantly changed to eliminate the first-in, first-out (FIFO) method of committing and disbursing funds
to HOME projects. This change was a result of a finding in the Department’s Financial Statements Audit (2013-FO-0004).

5. Proposals in the Budget

HOME Proposals (Section 228 of the General Provisions)

Revise “Grandfathering” Provisions and Eliminate the Dual Allocation Threshold for HOME Participating Jurisdictions. The number of
participating jurisdictions has increased from 387 in 1992 to 640 in 2014. The appropriation has not increased along with the number
of new participating jurisdictions, however, resulting in much lower formula allocations than is necessary to administer a local
affordable housing program. For example, at the fiscal year 2014 appropriation of $1 billion, 108 of the 640 HOME participating
jurisdictions received allocations that are below the $335,000 minimum participation threshold that Congress established for the
program in 1990. In addition, 253 received less than $500,000, which is the minimum allocation proposed by HUD in its fiscal year
2016 budget request. Spartanburg, South Carolina, which has the smallest HOME grant in the country, received a fiscal year 2014
allocation of $151,914. Given recent funding levels, it is necessary to reduce the number of participating jurisdictions to ensure that
individual allocations are sufficient to support affordable housing development and have an impact on affordable housing need within
communities. The Department is proposing to eliminate the $335,000 allocation threshold for years in which the HOME
appropriation is less than $1.5 billion, resulting in a stable threshold of $500,000 regardless of appropriation amount. The
Department is also proposing to eliminate continuous grandfathering of participating jurisdictions and insert a provision that would
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grandfather participating jurisdictions for 5-year periods running concurrently with their consolidated plan period. This would ensure
a degree of funding stability for participating jurisdictions, while ensuring that they do not indefinitely receive very small allocations
in the event of future funding cuts. This prosed amendment would result in the elimination of more than 250 local participating
jurisdictions after three years in a five-year period with an allocation of less than $500,000. Local participating jurisdictions
remaining in the program after the first five-year period could expect a significant increase in their HOME allocations as a result.

If the proposal is enacted and the HOME appropriation levels remain relatively consistent, 253 of the 640 HOME participating
jurisdictions will be removed from the program after five years. Although these participating jurisdictions would be ineligible for
direct formula funds, they would still be able to access HOME funds by forming consortia to meet the qualifying threshold or apply
directly to their States for finding for specific projects. In addition, new participating jurisdictions would need to meet the allocation
threshold of $500,000 regardless of the HOME appropriation level. If these proposals are not enacted, smaller local participating
jurisdictions will not receive allocations sufficient to administer local housing programs.

Permit State-Wide Nonprofits to Be Designated as CHDOs. This amendment would permit nonprofit organizations that operate
statewide to be designated as Community Housing Development Organizations (CHDO) by the State participating jurisdiction. The
effect of the amendment would be to assist largely rural states to identify organizations with capacity to undertake HOME CHDO-set-
aside projects. Currently, state-designated CHDOs are not permitted to serve the entire state. This proposed amendment would
result in the successful use of CHDO funds in areas of the country where there are few, if any, CHDOs. Participating jurisdictions in
those areas would be able to use their CHDO set aside funds on CHDO projects owned, developed, or sponsored by these statewide
CHDOs instead of losing the funds for failing to meet the 24-month CHDO reservation requirement. This proposal would save
approximately $320,000 from recapture each year. If this proposal is enacted, rural states with few or no CHDOs will be able to
more effectively use their CHDO funds. If this proposal is not enacted, CHDO funds will be recaptured from rural states with few or
no CHDOs for not meeting the CHDO timeliness requirements.

Formula Reallocation of Recaptured CHDO Set-Aside Funds. This proposed amendment would permit HUD to reallocate funds
recaptured from HOME participating jurisdictions for failure to meet the 24-month CHDO reservation requirement to all participating
jurisdictions by formula as regular HOME funds. Currently, the statute requires HUD to reallocate CHDO funds but HUD does not
recapture enough funds to conduct a national competition during the period of fund availability timeframe. This statutory change
would ensure recaptured funds could be used again by HOME participating jurisdictions for the creation of affordable housing or
tenant-based rental assistance. This proposed amendment would result in the reallocation and use of approximately $800,000 in
recaptured CHDO set aside funds each year. Currently, these funds expire after the period of availability, are returned to the U.S.
Treasury, and are not used to develop affordable housing due to the inability of HUD to accumulate enough funds to conduct a
national competition. If enacted, this proposed amendment would result in the reallocation and use of approximately $800,000 in
recaptured CHDO set aside funds each year. If not enacted, these funds will expire after the three-year period of availability and will
be returned to the U.S. Treasury. Consequently, the funds will not be used to develop affordable housing.
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Exception to 30-Day Requirements Notice for Eviction or Failure to Renew Lease. This proposed amendment would provide for an
exception to the requirement that tenants of HOME-assisted rental units be provided with 30-day written notice of the owner’s
intention to evict or deny lease renewal. The 30-day requirement would remain in place, except in instances in which the tenant’s
presence in the unit constitutes a direct threat to the safety of tenants or employees of the housing or presents an imminent threat
to the property. This proposed amendment would result in reduced security, repair, and legal costs for HOME project owners due to
dangerous tenants that cannot be evicted without 30 days’ notice under current statutory requirements. If enacted, dangerous or
harmful tenants could be evicted from HOME units without 30 days written notice of eviction. If this proposal is not enacted,
dangerous or harmful tenants will be allowed to reside in HOME units until 30 days after they receive written notice of eviction.

SHOP Proposals (Section 225 of the General Provisions)

Eliminate the provision that prohibits the Secretary from issuing regulations that exceed 5 full pages in the Federal Register. The
Department would draft SHOP program regulations, which would significantly reduce the administrative burden caused by
preparation of the annual notice of funding availability for the SHOP applicants. This will enable HUD to engage in rulemaking that
will allow an opportunity for public comment, unlike the NOFA process. The issuance of regulations will also provide more certainty
and consistency in the SHOP program and streamline the NOFA process.

20 Percent Administrative, Planning, and Management Allowance. The proposal would allow SHOP grantees to more effectively and
efficiently administer their SHOP grants by adding an eligibility category to allow for up to twenty percent of each SHOP grant to be
used for eligible planning, administration and management costs, provided such costs do not exceed 20 percent of the SHOP grant.

Eliminate the dual 24 month and 36 month grant expenditure time frames (the grant term). This proposal would eliminate the dual
grant expenditure deadlines and establish a single 36 month grant term for all participating organizations, consortia and affiliate
organizations, after which the Secretary will recapture any unexpended SHOP grant funds. This proposal will greatly ease the
administration of the program for the Department and SHOP grantees.

Establish a deadline for completion of units. This proposal would authorize the Secretary to establish a deadline for the completion
and conveyance of all SHOP units that have been assisted with SHOP grant funds. The SHOP statute establishes a deadline for the
use (expenditure) of all SHOP grant funds, it does not establish a deadline for the completion and conveyance of all SHOP units that
have been financed with these grant funds. Final grant close out does not occur until all SHOP grant-assisted units have been
completed and conveyed to eligible homebuyers. Providing HUD with the statutory authority to establish a deadline for the timely
completion and conveyance of all SHOP grant-assisted units will better enable HUD to facilitate program performance and enforce
against instances of non-compliance.

Proposal to Use HOME to Improve Upward Mobility
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The HOME program is also part of the Administration’s Upward Mobility Project proposal, a new initiative to allow up to ten states,
localities or consortia of the two to blend funding across four block grants, including the Department of Health and Human Services'
(HHS) Social Services Block Grant and Community Services Block Grant, as well as HUD's HOME and Community Development Block
Grant, that share a common goal of promoting opportunity and reducing poverty. In exchange for more accountability for results,
state and localities would be able to use the funds beyond the current allowable purposes of these programs to implement evidence-
based or promising strategies for helping individuals succeed in the labor market and improving economic mobility, children's
outcomes, and the ability of communities to expand opportunity.

The Upward Mobility Project would be jointly administered by HUD and HHS. In addition, participating communities would be eligible
to receive up to $300 million per year ($1.5 billion over five years) through the HHS Social Services Block Grant to support
implementation of the pilot projects. Like Promise Zones and Performance Partnerships, this proposal reflects the Administration’s
efforts to break down silos, provide flexibility for localities to tailor federal funds to meet their unique needs, and direct resources
where evidence suggests they will be most effective. Additional information on the Upward Mobility Project can be found in the HHS
budget justifications.
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HOME Investment Partnerships Program allocations by State for 2014 and 2015 enacted Budget
Authority, and the 2016 Budget request

ACTUAL ESTIMATE ESTIMATE
2014 2015 2016

(Dollars in Thousands)
STATE OR TERRITORY

AlADAMA. ... $13,665 $12,078 $14,135
ALRSKA. . ettt e 3,585 3,515 3,596
Y 570 o - TP 15,837 14,382 16,742
YN 4 1 = LN 8,890 7,710 9,053
L@ 1110 1 1 1= 1A 130,929 118,330 137,556
(@] (o] = o [ T 13,472 12,180 14,182
(0] o o T=T o Tl U | P 11,534 10,301 12,046
DEIAWAIE.. . e et e 4,197 4,052 4,216
District of Columbia.......oouiiieiiiii i 4,267 3,728 4,299
(o o 1= PP 47,618 43,225 50,287
(1o ¢ | = TR 26,114 23,664 27,674
HAW L e e 5,383 5,138 5,477
o =1 o o R PP 4,117 3,784 4,444
110 PPN 42,895 38,276 44,539
gV 7= o = P 19,429 17,494 20,435
03T R 8,540 7,682 8,996
G 1 = L 7,880 7,076 8,270
KENEUCKY . e 13,888 12,527 14,675
o BT 7= o = 13,873 12,222 14,276
M. ettt ettt ena 4,560 4,119 4,813
Maryland. ..o 13,300 12,108 14,095
N T Tl g LU 1T o o P 25,519 22,645 26,347
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HOME Investment Partnerships Program allocations by State, continued

ACTUAL ESTIMATE ESTIMATE
2014 2015 2016

(Dollars in Thousands)
STATE OR TERRITORY

MICHIGaN. e e $30,888 $27,729 $32,328
MINNESOTA. .. ettt 14,067 12,606 14,705
N 1LY o 8,735 7,775 9,128
133 1 18,162 16,143 18,848
MONE@ANA. . e 3,855 3,735 3,851
NEDraska. . .....ooo e 5,431 5,152 5,505
[N TSRV = T - 8,745 8,369 9,218
NeW Hampshire.....coueiiiiiiiie e e aeeaaens 3,801 3,714 3,825
NEW JOISEY .ttt e s st e s aar e naas 25,228 22,684 26,334
NEW MEXICO. 1 utttiiiiitt ettt et et et eran e e aeanneeraanneeraanas 5,631 5,036 5,895
NEW YOTK. ettt s e e eeaaes 98,134 86,760 100,818
NOth CaroliNa. . ... .o e eee e 26,470 23,937 27,941
NN [0 o g T 0 7= o] = 3,394 3,337 3,390
(0 ] 3 1o T PP 40,585 36,267 42,303
[©]:4= To 1 = TR 10,626 9,384 10,969
(=T [o ] o TR PP 13,489 12,169 14,207
PenNNSYIVaNI@. ... v e e 42,543 37,973 44,231
Rhode ISIaNd........oniiie e e e 5,126 4,858 5,152
101U o o T 0] [1 0 - 12,421 11,066 12,875
ST 101 T B 7= (o ] - R P 3,380 3,324 3,375
LIS LS 18,100 16,163 18,889
LI T 66,532 59,374 69,165
L) | o R PP 6,499 6,244 6,757
2= 1 2.0 o | o 3,379 3,342 3,395
RV« 0] = T PP 18,996 17,085 19,906
WashingtoN. ... e 19,725 17,460 20,295
AT A VA1 e 1 = T 5,811 5,162 6,041
LA =Tl 1= T 18,711 16,965 19,791
LAY A Y70 1 21 T 3,500 3,500 3,500
L= o T T o 16,544 14,651 17,129
Subtotal FOrmMUIA Grants ...ueeeiseieiiriineintierneiaseasernernrraseanenns $998,000 $898,200 $1,039,919
Other activities..(Insular and Transformation Iniative).................. 2,000 1,800 10,157
1] 1 [ ] SR 0 0 9,924
TOTAL HOME. ... et e e e e e e eens $1,000,000 $900,000 $1,060,000

The 2015 and 2016 amounts represent preliminary estimates.
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COMMUNITY PLANNING AND DEVELOPMENT
HOME INVESTMENT PARTNERSHIPS PROGRAM

Summary of Resources by Program

(Dollars in Thousands)

2014 Budget Cag¥§gier 2014 Total 2014 2015 Budget Cag¥§gter 2015 Total 2016

Budget Activity Authority Into 2014 Resources obligations Authority Into 2015 Resources Request
Formula Grants ........ $998,000 $202,758 $1,200,758 $1,021,432 $898,200 $178,846 $1,077,046 $1,047,900
Insular Areas ......... 2,000 2,000 2,000 1,800 1,800 2,100
HOME/CHDO Technical

Assistance ........... 739 739 336 739 739
Management Information

Systems .............. 338 338 338 338
Self-Help Homeownership

Opportunity Program .. 10,000
Transformation

Initiative (transfer) . . . . . . . 8,056

Total ....vvvvnnnnnn. 1,000,000 203,835 1,203,835 1,023,768 900,000 179,923 1,079,923 1,060,000

NOTES: The 2013 Carryover Into 2014 column includes approximately $13.566 million of funds recaptured in fiscal year 2014. Of
those funds recaptured, $12.827 million were grants and $738.8 thousand were Technical Assistance.

In fiscal years 2014 and 2015, SHOP was funded in the SHOP account.
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COMMUNITY PLANNING AND DEVELOPMENT
HOME INVESTMENT PARTNERSHIPS PROGRAM
Appropriations Language

The fiscal year 2016 President’s Budget includes proposed changes in the appropriation language listed and explained below. New
language is italicized and underlined, and language proposed for deletion is bracketed.

For the HOME investment partnerships program, as authorized under title II of the Cranston-Gonzalez National Affordable Housing
Act, as amended,[$900,000,000]8.1,060,000,000, to remain available until September 30, [2018]2019: Provided, [That
notwithstanding the amount made available under this heading, the threshold reduction requirements in sections 216(10) and
217(b)(4) of such Act shall not apply to allocations of such amount: Provided further,] That the requirements under provisos 2
through 6 under this heading for fiscal year 2012 and such requirements applicable pursuant to the "Full-Year Continuing
Appropriations Act, 2013", shall not apply to any project to which funds were committed on or after August 23, 2013, but such
projects shall instead be governed by the Final Rule titled "Home Investment Partnerships Program; Improving Performance and
Accountability; Updating Property Standards" which became effective on such date: Provided further, That [the Department shall
notify grantees of their formula allocation within 60 days of enactment of this Act] funds provided in prior appropriations Acts for
technical assistance, that were made available for Community Housing Development Organizations technical assistance, and that
still remain available, may be used for HOME technical assistance notwithstanding the purposes for which such amounts were
appropriated: Provided further, That of the total amount provided under this heading, $10,000,000 shall be made available to the
Self-help Homeownership Opportunity Program as authorized under section 11 of the Housing Opportunity Program Extension Act of
1996, as amended. (Department of Housing and Urban Development Appropriations Act, 2015.)
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COMMUNITY PLANNING AND DEVELOPMENT
SELF-HELP AND ASSISTED HOMEOWNERSHIP OPPORTUNITY PROGRAM
2016 Summary Statement and Initiatives

SELF-HELP AND ASSISTED Enacted/
HOMEOWNERSHIP OPPORTUNITY PROGRAM Request
2014 Appropriation ................ $50,000
2015 Appropriation ................ 50,000
2016 REQUEST - vvvvenennnnnnnnnnnnns .
Program Improvements/Offsets ...... -50,000

1. What is this request?

(Dollars in Thousands)

Supplemental/ Total
carryover Rescission Resources obligations outlays
$37,907 A $87,907 $37,907 $74,873
50,000 e 100,000 50,000 62,000
aes . . 50,000 59,000
-50,000 e -100,000 -3,000

The Department is not requesting funding under the Self-Help and Assisted Homeownership Opportunity Program (SHOP) account in
fiscal year 2016. The Department is requesting up to $10 million for SHOP as a set-aside within the HOME Investment Partnerships
Program (see the HOME justification for further details on SHOP). Funding for all capacity building activities, including the Capacity
Building for the Community Development and Affordable Housing program authorized under section 4(a) of the HUD Demonstration
Act of 1993 (42 U.S.C. 9816 note) and rural capacity building, is requested as a part of the Transformation Initiative (TI) account.
Within TI, HUD will continue its integrated approach to technical assistance and capacity building, including activities to develop,
enhance, and strengthen the technical and administrative capabilities of community development corporations to carry out
community development and affordable housing activities for low- and moderate-income persons that support and address local

needs and priorities.
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COMMUNITY PLANNING AND DEVELOPMENT
SELF-HELP AND ASSISTED HOMEOWNERSHIP OPPORTUNITY PROGRAM
Summary of Resources by Program
(Dollars in Thousands)

2014 Budget Car'zr(')y]bgver 2014 Total 2014 2015 Budget Car'zr?y]gt/er 2015 Total 2016

Budget Activity Authority Into 2014 Resources obligations Authority Into 2015 Resources Request
Self-Help and Assisted

Homeownership

Opportunity Program .. $10,000 . $10,000 .. $10,000 $10,000 $20,000
Capacity Building ..... 35,000 $33,169 68,169 $33,169 35,000 35,000 70,000
Capacity Building for

Rural Housing ........ 5,000 4,738 9,738 4,738 5,000 5,000 10,000

Total ..., 50,000 37,907 87,907 37,907 50,000 50,000 100,000

NOTE: In the fiscal year 2016 requests, SHOP is included as a set-aside in the HOME account and Capacity Building funding is
included in the Transformation Initiative account. Obligations and outlays for funds appropriated prior to fiscal year 2016 will
continue to be reflected in the SHOP account.
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COMMUNITY PLANNING AND DEVELOPMENT
HOUSING TRUST FUND
2016 Summary Statement and Initiatives
(Dollars in Thousands)

HOUSING TRUST FUND Budget
Authority obligations outlays

2016 Budget
(Mandatory) .. oveevn e nnnnnnnnnn $120,000 $120,000 $1,000

1. What is included in the 2016 Budget?

The fiscal year 2016 Budget estimates that $120 million will be provided to the Housing Trust Fund (HTF) from assessments from
the Federal National Mortgage Association (Fannie Mae) and the Federal Home Loan Mortgage Corporation (Freddie Mac). The fiscal
year 2016 funds will finance the development, rehabilitation, and preservation of affordable housing for extremely low-income (ELI)
and very-low income residents, and will result in approximately 1,000 units produced over time. As a mandatory program, States or
State-designated entities will have a more stable source of funding to allow them to increase affordable housing for the long-term.

HUD'’s forthcoming report to Congress, Worst Case Housing Needs 2013, reports on the continued gap between the need for
affordable housing and the supply of affordable housing for very low-income families, elderly and the disabled. This program would
also assist with achieving the Administration’s goals to prevent and end homelessness consistent with “"Opening Doors: Federal
Strategic Plan to Prevent and End Homelessness”.

The Housing Trust Fund will be administered by HUD’s Office of Community Planning and Development (CPD). For more information
about the proposed investment in Salaries and Expenses (S&E) needed for effective administration of the HTF, please see the CPD
S&E justification.

2. What is this program?

The Housing Trust Fund is @ mandatory program authorized by Housing and Economic Recovery Act of 2008 (HERA). HERA directed
the account to be funded from assessments on Fannie Mae and Freddie Mac, but the Federal Housing Finance Agency (FHFA), as
regulator of Fannie Mae and Freddie Mac, suspended these assessments in November 2008. On December 11, 2014, FHFA
announced that the assessments would be reinstated effective January 2015, subject to the terms and conditions prescribed by
FHFA. The Budget reflects the current estimates of those mandatory assessments and projected program activity.

Key aspects of the HTF:
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e Formula Allocations. The proposed allocation formula includes the following factors: 1) the shortage of rental units both
affordable and available to ELI renter households; 2) the shortage of rental units both affordable and available to very low-
income (VLI) renter households; 3) the ratio of ELI renter households with worst case housing needs; 4) the ratio of VLI renter
households paying more than 50 percent of income on rent; and 5) the relative cost of construction. By statute, each state will
receive a minimum allocation of $3 million.

o Distribution of Assistance. States or state-designated entities responsible for distributing HTF funds shall develop allocation plans
based on priority housing needs, as identified in the State’s approved consolidated plan, and in accordance with any priorities
that may be established by HUD. The allocation plans must include a description of the eligible activities and a description of
funding eligibility requirements, including demonstrated experience and financial capacity to undertake the activity and
demonstrated familiarity with the requirements of any other federal, state, or local housing program that will be used in
conjunction with such grant amounts to ensure compliance with all applicable requirements and regulations of such programs.
Funds for housing will go to “recipients,” which may be non-profit or for-profit developers or owners.

e Accountability. Each grantee’s allocation plan must include performance goals and benchmarks, and HUD will evaluate the
performance of each grantee at least annually. To further hold grantees and recipients accountable for ensuring HTF funds are
used properly and efficiently, sanctions may be imposed on grantees and recipients that fail to provide proper oversight or
misuse funds. All grant amounts must be committed for use within 2 years of the date that grant amounts are made available to
the grantee; any amounts not committed within 2 years will be recaptured and reallocated.

o Eligible and Prohibited Activities. Activities include: production, preservation, and rehabilitation of affordable rental housing and
affordable housing for homeownership through the acquisition (including assistance to homebuyers), operating cost assistance
and operating cost assistance reserves, new construction, reconstruction, or rehabilitation of non-luxury housing with suitable
amenities, including real property acquisition, site improvements, conversion, demolition, financing costs, relocation expenses,
operating costs of HTF-assisted rental housing, and reasonable administrative and planning costs.

e Income Targeting. At least 75 percent of funds must always be used for ELI families, or families with incomes at or below the
poverty line (whichever is greater).

e Period of Affordability. Income targeting continues to apply throughout the HTF affordability period, which shall be 30 years. In
rental projects, if a tenant becomes over-income, the HTF designation may float to another comparable unassisted unit in the
project.
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o Eligible Project Costs. Eligible project costs include: development hard costs, refinancing costs, acquisition costs, related soft
costs, operating cost assistance (or operating cost reserve), relocation costs, and costs related to payment of loans.

e Cost Caps. For rental housing, the grantee must establish annual maximum per unit amounts of HTF funds that may be invested
in an HTF-assisted unit, with adjustments for the number of bedrooms and the geographic location of the project. This
requirement will require that grantees focus on the cost per unit and ensure that these costs are reasonable. For
homeownership, modest homeownership caps will be applied. New construction units must have an appraised value that does
not exceed 95 percent of the median purchase price for the type of single family housing for the area. For acquisition with
rehabilitation, the estimated value of the housing after rehabilitation may not exceed 95 percent of the median purchase price for
the area.

¢ On-going Habitability Property Standards for Rental Housing. The grantee must establish on-going property standards that apply
throughout the affordability period. At @ minimum, these standards must meet local code and address all items in HUD’s most
recent UPCS Comprehensive Listing of “Inspectable” Areas. Project owners must address any identified deficiencies within a
reasonable timeframe. On-site inspections will be performed by grantees during the period of affordability.

3. Why is this program necessary and what will we get for the funds?

Despite a national shortage of affordable rental housing, only one in four families eligible for federal rental assistance programs
receives such assistance. HUD's forthcoming report to Congress, Worst Case Housing Needs 2013, reveals that among very low-
income renter households that lacked assistance in 2013, 7.7 million had worst case housing needs resulting from severe rent
burden (paying more than one-half of their monthly income for rent) or living in severely inadequate housing units. From 2003-
2013, worst case needs have increased by 48.9 percent as public-sector housing assistance and private-sector housing development
have substantially failed to keep up with the growing demand for affordable rental housing.

As worst case housing needs have increased and the level of housing assistance remains relatively flat, there is a wide gap between
the number of assisted units and the number of households with severe housing needs. Approximately two very low-income
households have worst case needs for every one that receives rental assistance. Across diverse geographic areas, there is a strong
inverse correlation between greater prevalence of worst case needs and greater prevalence of housing assistance among very low-
income renters (Worst Case Housing Needs 2013, forthcoming).

The gap in supply of affordable rental units relative to need has been growing for decades, but in 2013 continues to show the effects
of the economic recession and the associated collapse of the housing market for the nation’s 18.5 million very low-income renters.
Only 65 affordable units are available per 100 very low-income renters and 39 units per 100 extremely low-income renters.
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Availability is restricted because higher income renters occupy 40 percent of the stock affordable for renters with incomes of 0 to 30
percent of median, and 38 percent of stock affordable of 30 to 50 percent of median income. Available rental stock, even at higher
rent levels, is being absorbed rapidly, reducing the overall rental vacancy rate from 10.9 percent in 2009 to 9.8 percent in 2011 and
8.4 percent in 2013 (Worst Case Housing Needs 2013, forthcoming).

At the estimated funding level of $120 million in fiscal year 2016, the HTF funding will leverage approximately 60 percent of other
private and public funds needed to pay for the production of approximately 1,000 units of housing affordable to ELI households. By
statute, at least 75 percent of funds must always be used for ELI families. The targeting ensures the priority, efficacy and efficiency
of the program by helping those with the greatest needs.
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COMMUNITY PLANNING AND DEVELOPMENT
HOMELESS ASSISTANCE GRANTS
2016 Summary Statement and Initiatives
(Dollars in Thousands)

Enacted/ Supplemental/ Total
HOMELESS ASSISTANCE GRANTS Request Carryover Rescission Resources obligations outlays
2014 Appropriation ................ $2,105,000 $1,908,7562 . $4,013,756 $1,957,034 $1,876,294
2015 Appropriation ................ 2,135,000 2,079,259 A 4,214,259 2,146,198 2,017,614
2016 REQUEST - vvvvenvnnnnnnnnnnnnns 2,480,000 2,088,061c¢ . 4,568,061 2,203,760 2,077,589
Program Improvements/Offsets ...... +345,000 +8,802 . +353,802 +57,562 +59,975

a/ This number includes $29 million of funds recaptured from prior year obligations in fiscal year 2013.

b/ This number includes $20 million in anticipated fiscal year 2015 recaptures, and $5 million transferred to this account from the Department of Justice’s Bureau
of Justice Affairs for a Pay for Success demonstration program.

¢/ This number includes $20 million in anticipated fiscal year 2016 recaptures.

1. What is this request?

In fiscal year 2016 the Department of Housing and Urban Development requests $2.480 billion for the Homeless Assistance Grants
(HAG) account. This program has been a key factor to the Administration’s progress in reducing chronic homelessness among
individuals, which has declined by 21 percent between 2010 and 2014. This request includes $2.223 billion for the Continuum of
Care (CoC) Program, $250 million for Emergency Solutions Grants (ESG) and $7 million for Homeless Management Information
System (HMIS) Technical Assistance. This is an increase of $345 million from fiscal year 2015, and it will enable HUD to do the
following:

e continue supporting emergency programs through ESG and fund the CoC competitive renewal demand,

e create 25,500 beds of permanent supportive housing for chronically homeless persons to reach the goal of ending chronic
homelessness, and

e fund 15,000 rapid re-housing interventions for households with children to support the administration’s goal to end family
homelessness.

1 Department of Housing and Urban Development. The 2014 Annual Homeless Assessment Report to Congress, Part 1.
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The funds requested for HAG will help HUD achieve the goals of Opening Doors: Federal Strategic Plan to Prevent and End
Homelessness (Opening Doors), including ending chronic homelessness by 2017, preventing and ending homelessness for veterans
by 2015, preventing and ending child, family, and youth homelessness by 2020, and setting a path to ending all types of
homelessness. These funds are used to serve vulnerable individuals and families who are homeless or at-risk of homelessness
through a wide variety of service and housing interventions including homelessness prevention, emergency shelter, rapid re-housing,
transitional housing, and permanent supportive housing. HUD’s homeless assistance grants support comprehensive and data-driven
decision-making at the local level and leverage significant investments from other public and private resources — in fiscal year 2012,
outside sources provided nearly $3 to new projects for every dollar HUD awarded.

In addition, the 2016 Budget includes legislative language to (1) permanently authorize non-profits to administer rental assistance
programs under the CoC; (2) amend Title V of the McKinney-Vento Act to establish a more timely and effective process to support
the use of surplus Federal properties to assist homeless persons; and (3) within the Department of Homeland Security’s budget,
transfer funding and administration of the Federal Emergency Management Agency’s Emergency Food and Shelter (EFS) program to
HUD to reduce fragmentation and align efforts to end homelessness.

2. What is this program?

Emergency Solutions Grants

Emergency Solutions Grants (ESG) provides the first defense in serving people with a housing crisis and to engage people living on
the streets. ESG awards funds to over 360 urban counties, metropolitan cities, states, and territories, supporting a variety of life-
saving activities including:

e emergency shelter to house people in crisis;
e street outreach and other essential services to engage people who may be living on the streets or who are service-resistant;
e rapid re-housing to provide time-limited permanent housing and stabilization services; and

¢ homelessness prevention for individuals and families.

Continuum of Care Program

The Continuum of Care (CoC) Program is HUD’s largest program targeted to homeless men, women, and children. Funds are
awarded to approximately 8,000 projects through a national competition. In the fiscal year 2013 competition, approximately 94
percent of those projects were renewals (see description of renewal demand on page 5).
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CoC Program funds can be used to fund:

Policy priorities for the CoC Program are driven by Opening Doors, which contains specific goals and timeframes for ending
homelessness for veterans, families, youth, and people experiencing chronic homelessness. The CoC Program’s competitive funding
process encourages applicants to carefully review the performance of each project in its portfolio and reallocate funds from under-
performing or under-utilized projects to ones based on proven, data-driven strategies. In the fiscal year 2013 CoC competition, over
half of communities reallocated projects to create new permanent supportive housing units, resulting in over 5,456 new beds

transitional housing to help individuals and families move to stability within 2 years;

rapid re-housing to provide time-limited permanent housing and stabilization services;

permanent supportive housing for homeless people with disabilities;

support services to help identify and maintain permanent housing; and

planning to improve program monitoring, collaboration, and data collection to drive higher performance at the local level.

dedicated to serving people experiencing chronic homelessness.

The chart below details the number and type of new and renewal grants in the most recently awarded CoC Program competition.

Fiscal Year 2013 Funding Requests

(Dollars in Millions)

Requested | Awarded
Total Projects 8,389 7,994
Total Amount ($) $1,725.7 $1,702.7
CoC Planning Applications 315 187
CoC Planning Amount ($) $16.1 $10.7
New Applications 489 437
New Amount ($) $103.0 $96.7
Renewal Applications 7,582 7,369
Renewal Amount ($) $1,606.5 $1,595.2
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Renewal Demand: The estimated renewal demand for each fiscal year is based primarily on three factors: the number of previously
renewed grants which are expected to seek renewal again; the number of new awards made in the prior 1-5 years, which are now
eligible for renewal for the first time; and, the average rate of increase in renewal demand, including Fair Market Rent (FMR)
updates, for the previous 5-year period.

Historically, not all rental assistance grants eligible to seek renewal will actually do so in any given year. Therefore, HUD estimates
renewal requirements within a range, in order to accommodate the unknown percentage of projects that will actually seek renewal.
The following chart details HUD's 5-year estimates on renewal demand for currently awarded projects that will seek renewal.

Fiscal Year Estimated Renewal Need
2015 $1,858,716,866 - $1,896,266,702
2016 $1,898,245,834 - $1,956,060,428
2017 $1,925,374,664 - $2,003,961,385
2018 $1,936,472,351 - $2,035,778,625
2019 $1,948,341,309 - $2,068,857,266
2020 $1,969,177,754 - $2,090,982,564

Technical Assistance: This account supports Technical Assistance (TA), which helps communities improve their homeless assistance.
HUD uses TA resources to:

e develop and provide guidance to communities on critical compliance issues;

e work directly with communities to develop strategic plans and action steps to improve project and community level
performance;

e develop tools and provide direct assistance to improve data collection and reporting to HUD; and

¢ increase the overall capacity of grantees to understand their own markets and manage their portfolios successfully.

National Homeless Data Analysis Project

The National Homeless Data Analysis Project provides critical resources to communities to improve data collection and reporting,
integrate data collection efforts in HMIS with other federal funding streams, produce standards and specifications for data entry and
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reporting for all HMIS-generated reports, analyze point-in-time and longitudinal data to produce the Annual Homeless Assessment
Report (AHAR), and provide direct technical assistance to CoCs on HMIS implementation.

Congress charged HUD with “taking the lead on data collection” on homelessness (House Report accompanying the fiscal year 2001
appropriations (106-988)). HMIS has grown to include other federal partners—in 2011, both VA and HHS committed requiring HMIS
to be used by their grantees—thereby streamlining data collection and improving collaboration among programs that serve
individuals experiencing homelessness. HUD incentivizes participation in HMIS and high-quality data through its annual CoC Program
application. HUD also provides extensive technical assistance for HMIS at the local level — including needs assessments, on-site
assistance to improve data quality, community participation, and data analysis. HMIS has changed the way that HUD and
communities do business, moving from using anecdotal and inconsistent evidence to using data to inform policy decisions.

HMIS TA ensures consistency in data standards, policies, collection and reporting standards. HUD coordinates the participation of
federal partners in HMIS, facilitating specifications for reporting that are cross-cutting, and supporting a HMIS Data and Research lab
to provide data resources designed to lower costs for communities while increasing reporting accuracy for HUD and the federal
partners.

Emergency Food and Shelter Program

In fiscal year 2016, the Federal Emergency Management Agency (FEMA) at the Department of Homeland Security is proposing
legislative language granting FEMA the authority to transfer funding for the Emergency Food and Shelter (EFS) program to HUD to
be administered by the Office of Special Needs Assistance Programs. The FEMA budget request for EFS is $100 million. By allowing
HUD to administer this program, the Administration is aligning its dedicated homeless assistance resources, avoiding duplication
between programs, and ensuring that the funding appropriated for EFS assists in meeting the goals of Opening Doors. HUD looks
forward to working with Congress to enable this realignment of the EFS program funding and authority.

The EFS program provides grants to nonprofit and governmental organizations at the local level to supplement their programs for
emergency food and shelter. Funding for this program is distributed by the National Board, currently chaired by FEMA, which
consists of designees from six charitable organizations: American Red Cross, Catholic Charities USA, Jewish Federations of North
America, and National Council of Churches of Christ in the USA, Salvation Army, and United Way Worldwide.

Local jurisdictions (cities or counties) qualify for EFS program support when they demonstrate the highest need for emergency food
and shelter services as determined by unemployment and poverty rates. Funding also may be provided to jurisdictions that do not
qualify for funding under the formula through the National Board’s State Set-Aside Committee process. The National Board allocates
a portion of appropriated funds to each state based upon the unemployment rates in jurisdictions that did not qualify for direct
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funding from the National Board. The State Set-Aside Committee process allows states to address pockets of homelessness and
poverty or address the immediate needs of a locality that might be going through a high economic impact event.

Key Partners and Stakeholders

In 2010, the U.S. Interagency Council on Homelessness (USICH) published Opening Doors. Opening Doors employs a partnership
between government and the private sector to reduce and end homelessness and maximizes the effectiveness of the federal
government in contributing to the end of homelessness. The programs funded through the Continuum of Care competitive process
provide the community structure for comprehensive and data-driven decision-making at the local level, and are critical for meeting
the goals of Opening Doors:

1. Building on past progress, end chronic homelessness by 2017;

2. Prevent and end homelessness for veterans by 2015;

3. Prevent and end child, family, and youth homelessness by 2020; and
4. Set a path to ending all types of homelessness.

HUD Collaboration with Department of Veterans Affairs

HUD and the Department of Veterans Affairs (VA) have the joint goal of ending homelessness among veterans and have
implemented joint planning efforts related to data collection and reporting and partnered to develop milestones and strategies to
meet the goal of ending homelessness among veterans. HUD and VA have successfully collaborated to administer HUD-VASH,
resulting in over 80,000 veterans being housed since 2008. As part of these joint efforts, HUD and the VA are collaborating on two
studies: (a) the evaluation of the Veterans Homeless Prevention Demonstration, that will identify better outreach strategies and
improved service delivery for this population; and (b) the HUD-VASH Evaluation and Exit Study, that will provide information about
the reasons for exiting the program, the barriers to accessing housing, and the long-term stability of participants. We expect these
reports for these studies to be released by the third quarter of fiscal year 2015 and the second quarter of fiscal year 2015,
respectively.

HUD Collaboration with Health and Human Services

HUD and the Department of Health and Human Services (HHS) share the joint goal of ending homelessness among children,
families, and youth. Currently, HUD and HHS are collaborating with USICH to further develop and promote a national framework to
meet the goals of Opening Doors. In addition to these efforts, HUD, in coordination with HHS, is providing assistance to communities
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to reduce duplication of healthcare services by ensuring that homeless assistance is coordinated with state Medicaid programs and
other mainstream healthcare initiatives.

3. Why is this program necessary and what will we get for the funds?

The requested increase in funding reflects the effectiveness of HUD’s homelessness programs, which have developed over 108,000
permanent supportive housing beds since 2001, and achieved a 21 percent reduction in chronic homelessness since 2010. It has also
contributed to declines of 33 percent in veteran homelessness and 15 percent in family homelessness since 2010. The request
supports the renewal of over 235,000 beds and the addition of 25,500 new beds nationwide through the CoC Program. These
resources are dedicated to serving individuals and families experiencing homelessness and have helped achieve those homelessness
reductions. The funding also supports a range of critical services that assist those served to identify and maintain housing.

This request is needed to continue making progress on implementing Opening Doors, especially the goals of ending chronic and
family homelessness.

e Chronic Homelessness. People experiencing chronic homelessness have a disability, and are homeless either continuously (for
365 consecutive days) or repeatedly (at least 4 times within a 3-year period). HUD is encouraging communities to use their
homeless assistance funding to develop permanent supportive housing, which has proven to be the most successful
intervention to end chronic homelessness, and is requiring communities to better target permanent supportive housing to
people experiencing chronic homelessness. However, even with these policies in place, additional funding is needed to
achieve the goal of ending chronic homelessness.

The fiscal year 2016 request includes funding for 25,500 new permanent supportive housing beds for people experiencing
chronic homelessness, including chronically homeless veterans who are not eligible for services through the Department of
Veterans Affairs. These new beds would be distributed competitively and would be geographically targeted to communities
with the highest numbers of chronic homelessness.

e Child, Family, and Youth Homelessness. Although family homelessness has declined since 2010, the reduction has been
modest compared to those for chronic and veteran homelessness. HUD has taken critical strides to improve its data collection
on homeless youth and intends to continue this effort in order to better understand how to best serve homeless youth.

In this budget, HUD proposes to accelerate progress toward the goal of ending homelessness among children, families, and
youth by increasing funding for rapid re-housing, which provides time-limited housing assistance and stabilization services.
The request includes funding to rapidly re-house 15,000 additional families with children. Rapid re-housing is the most cost
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effective solution for many homeless families, and it has helped many communities significantly reduce homelessness. HUD is
working with communities to help them reallocate underperforming homeless assistance projects to more cost effective rapid

re-housing interventions. However, to reach the 2020 goal for ending family homelessness, additional resources will still be
needed.

In addition to the targeted increases in Homeless Assistance Grants, the Budget provides 67,000 new Housing Choice
Vouchers to support low-income households, including families experiencing homelessness, survivors of domestic and dating
violence, families with children in foster care, youth aging out of foster care, and homeless veterans, regardless of their
discharge status. These vouchers would be distributed competitively to PHAs with demonstrated need who partner with
relevant Continuums of Care to secure the appropriate wraparound services for those served.

What is the problem we are trying to solve?

While HUD and our federal, national and local

partners have learned a lot about what works o s ME'V"}"?;S;

to solve homelessness, it still affects over OR 1745 1258 SR | NH1,376

578,000 men, women and children on any __ B o (X AR M 2T

given day. In order to track progress and 757 = A o e e

continue learning about individuals and . Rl | | LR

families experiencing homelessness, each 000 B« BNV ol oC e

year, HUD publishes its Annual Homeless 278 S 2 95:1’:9 = Siiare of Homeloss Popilision
Assessment Report to Congress (AHARY, i aon SR 3 Less than 1%

which provides valuable information on the ' 2996 4/51 15801 o

AK
1784

scope of homelessness and the needs of the
persons served. It provides critical data to
HUD and other policymakers so they can
make informed decisions, and also provides
the data that is the basis for the targets and
goals set for Opening Doors. The data is

4,606
41,542

HI
6918

B Greaterthan 6%

collected both as a “snapshot” of the number and characteristics of persons who are homeless on a given night, and longitudinally,
showing persons being served in emergency shelter, transitional housing, safe havens, and permanent housing.

2 Part 1 of the 2014 AHAR can be accessed online at https://www.hudexchange.info/resources/documents/2014-AHAR-Part1.pdf.
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The most recent AHAR shows that homelessness continues to decline. The number of people experiencing homelessness on a
single night decreased by over 2 percent between 2013 and 2014: from 591,768 in January 2013 to 578,424 in January 2014.

Roughly 1.42 million people spent at least 1 night in an emergency shelter or transitional housing program during the 2013 AHAR
reporting period, a 12.6 percent decrease from 2010.

To track progress on implementation of the goals of Opening Doors, HUD uses the 2014 PIT data in the AHAR to track the number
of families, chronically homeless individuals, and veterans experiencing homelessness. The following charts from the 2014 Annual
Homeless Assessment Report to Congress: Point-in-Time Estimates of Homelessness show the progress in reducing homelessness

among these three groups.

EXHIBIT 5.1: Estimates of
Homeless Veterans
By Sheltered Status, 2009-2014
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EXHIBIT 3.1: Estimates of Homeless
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Existing Resources

To better understand potential gaps in resources, HUD closely tracks the nationwide inventory of homeless programs and beds,
including those that are not HUD-funded. HUD also tracks the utilization rates of beds by type to understand the flow of homeless
persons in and out of the homeless services system and to help communities to improve program models. The following charts
show the number of beds funded by HUD’s homeless assistance programs.

2014 McKinney-Vento Funded Bed Inventory

Beds - Beds -
Program Type =N TTES Individuals Total Beds

Emergency Shelter 29,016 34,276 63,292
Transitional Housing 58,591 27,811 86,402
Rapid Re-housing 13,328 2,593 15,921
Permanent Supportive Housing 73,283 102,848 176,131
Safe Havens ! 1,945 1,945

TOTAL BEDS 174,218 169,473 343,691

How does this program help solve the problem?

For people who have lost their homes or are at risk of losing their homes, homeless assistance brings stability and helps address
their needs for treatment, health care, and employment. To deliver these services, homeless assistance providers establish
partnerships with a variety of public and private health, human service, and job training and placement organizations. HUD is
working with communities to implement coordinated assessment systems to ensure that people experiencing homelessness are
quickly assessed and referred to the most cost effective solution to their homelessness.

HUD’s Homeless Assistance Grants fund a variety of program types that address the needs of individuals and families experiencing
homelessness. Communities are required to conduct a gaps analysis each year, and fund or reallocate projects based on the gaps
identified. In a typical community, homeless assistance includes the following types of assistance:

e emergency shelter to house people in crisis;
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e street outreach and other essential services to engage people who may be living on the streets or who are service-resistant;
e transitional housing to help individuals and families move to stability within 2 years;

e rapid re-housing to provide time-limited permanent housing and stabilization services;

e permanent supportive housing for homeless people with disabilities;

¢ homelessness prevention for individuals and families; and

e a variety of support services to help identify and maintain permanent housing.

For over 15 years, HUD has prioritized permanent supportive housing, which serves people with the highest levels of housing and
service needs, especially people experiencing chronic homelessness. In fiscal year 2013, HUD allocated over $1.1 billion--nearly 70
percent of its competitive funds--to permanent supportive housing projects. More recently, as more evidence has emerged about
the cost effectiveness of rapid re-housing, HUD has created incentives for communities to use their ESG and COC resources to
expand rapid re-housing, especially for families with children.

Key Initiatives: Goals and Outcomes to Date

HUD has undertaken several policy and administrative initiatives that have resulted in positive outcomes for the program and for
those being served by HUD’s homeless programs.

Federal Strategic Plan to Prevent and End Homelessness: Homeless Assistance Grants-funded programs play a major role in the
implementation of Opening Doors. The fiscal year 2016 budget proposes sufficient funding to meet the goals of ending veteran and
chronic homelessness and to put HUD on track to meet the goals of ending child, family, and youth homelessness by 2020 and
setting a path to ending homelessness overall.

Permanent Supportive Housing and Chronic Homelessness: Since Congress and the Administration first established goals of ending
chronic homelessness, HUD has focused its resources on the hardest to serve population by offering bonuses and other incentives to
communities in its annual NOFA. As shown in the chart below from the 2014 Annual Homeless Assessment Report to Congress:
Point-in-Time Estimates of Homelessness, since 2009, the number of permanent supportive housing beds has exceeded either the
number of emergency shelter or transitional housing beds. Permanent supportive housing projects leverage an estimated $3 to each
$1 of HUD funds. The increased availability of permanent supportive housing led to the 21 percent decrease in the number of
chronically homeless persons between 2010 and 2014.
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Homeless Veterans: The Administration’s goal, as described in Opening Doors is to end homelessness among veterans by 2015.
The targeted programs funded through the Homeless Assistance Grants account play an important role in achieving this goal. In
2013, nearly 13,000 homeless veterans received permanent supportive housing through HUD’s CoC Program.

Data collected by communities and reported to HUD provides the baseline for enumerating homelessness among veterans and
understanding their characteristics. In 2011, VA agreed to allow its housing and service providers to participate in local HMIS so that
communities can more accurately count and determine service needs for veterans in their geographic area. Beginning in 2010, HUD
and VA worked together to issue data on homeless veterans as part of the AHAR reports. This data informs how HUD-VASH

resources are allocated.

EXHIBIT 7.1: Inventory of Beds for Homeless
and Formerly Homeless People
2007-2014
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Child, family, and youth homelessness: Over 175,000 HUD-funded beds across the country were serving persons in homeless
families at the beginning of 2014. In the fiscal year 2013 CoC Program competition, HUD funded 9,242 new rapid re-housing beds
that were targeted to homeless families with children. Beginning in 2014, HUD requested that communities report their data on
beds dedicated to serve homeless youth up through age 24. HUD learned that it funds 6,852 beds that are dedicated to serve
homeless youth. Many more youth are served in adult and family programs that do not necessarily set beds aside for youth.

4. How do we know this program works?

Evaluation and Research

There is a large body of literature that provides evidence of positive outcomes and cost-savings gained from housing and supportive
services for homeless people. For example, one study® showed that before housing placement, homeless people with serious mental
illness used $40,451 per person per year in publicly-funded emergency services. After placement in permanent supportive housing,
the annual public cost of emergency services was reduced by approximately $12,146 per placement in housing, enough to offset
virtually all of the cost of the permanent supportive housing. A randomized trial of homeless adults with chronic mental illness in
Chicago found that case management and housing assistance reduced hospitalization and hospital days by 29 percent and
emergency department visits by 24 percent and it generated an average annual cost savings of $6,307 per person.” Another study
of homeless people with chronic mental iliness in Seattle found that total cost offsets for Housing First participants relative to the
control group averaged $2,449 per person per month after accounting for housing program costs.” Studies have also found that
supportive housing improves housing stability and reduces emergency department and inpatient services.®

3Culhane, Dennis P., Stephen Metraux, and Trevor Hadley. 2002. “Public Service Reductions Associated with Placement of Homeless Persons with Severe Mental Iliness in Supportive
Housing.” Housing Policy Debates 13(1): 107-63. See also, Cunningham, Mary. 2009. “Preventing and Ending Homelessness-Next Steps.” Metropolitan Housing and Communities
Center. Washington, DC: Urban Institute; Martinez, Tia, and Martha R. Burt. 2006. “Impact of Permanent Supportive Housing on the Use of Acute Care Health Services by Homeless
Adults.” Psychiatric Services 57(7): 992-99.

4 Basu, Anirban, Romina Kee, David Buchanan, and Laura S. Sadowski. 2012. “Comparative Cost Analysis of Housing and Case Management Program For Chronically Ill Homeless
Adults Compared to Usual Care.” HSR 47(1): 523-543; Sadowski, Laura, Romina Kee, Tyler VanderWeele, David Buchanan. 2009. “Effect of a Housing and Case Management
Program on Emergency Department Visits and Hospitalizations Among Chronically Ill Homeless Adults: A Randomized Trial.” JAMA 301(17): 1771-8.

5 Larimer, Mary, Daniel Malone, Michelle Garner, et al. 2009. Health Care and Public Service Use and Costs Before and After Provision of Housing for Chronically Homeless Persons
With Severe Alcohol Problems.” JAMA 301(13): 1349-57.

6 Cunningham, Mary. 2009. “Preventing and Ending Homelessness-Next Steps.” Metropolitan Housing and Communities Center. Washington, DC: Urban Institute; Martinez, Tia, and
Martha R. Burt. 2006. “Impact of Permanent Supportive Housing on the Use of Acute Care Health Services by Homeless Adults.” Psychiatric Services 57(7): 992-99; Tsemberis, Sam,
Leyla Gulcur, and Maria Nakae. 2004. “Housing First, Consumer Choice, and Harm Reduction for Homeless Individuals with Dual Diagnosis.” American Journal of Public Health 94:651;
Culhane, Dennis P., Stephen Metraux, and Trevor Hadley. 2002. “Public Service Reductions Associated with Placement of Homeless Persons with Severe Mental Iliness in Supportive
Housing.” Housing Policy Debate 13(1): 107-63.
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The map below details the findings of several of studies related to cost effectiveness of permanent supportive housing projects,
which demonstrate cost savings and increased positive outcomes for program participants. It is clear from the outcomes on chronic
homelessness as stated above that focused federal attention can make a difference in the homeless population.

Health Cost Savings Studies - Permanent Supportive Housing
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Conversely, GAO reports indicate opportunities to improve outreach to women veterans and to improve coordination across federal
agencies in the U.S. Interagency Council on Homelessness.” HUD is engaged in several efforts to improve interagency coordination,
as well as a number of evaluations on the effectiveness of homelessness prevention and rapid re-housing to identify best practices to
serve special populations, such as families with children, youth aging out of foster care, and veterans. These studies include:

" GAO-12-491 Homelessness: Fragmentation and Overlap in Programs Highlight The Need to Identify, Assess, and Reduce Inefficiencies. Washington, DC: GAO; GAO-12-182
Homeless Women Veterans: Actions Needed to Ensure Safe and Appropriate Housing, Washington, DC: GAO
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e The Homelessness Prevention Study will survey communities implementing prevention programs using HPRP funding and will
propose alternative research designs for an empirical study of homeless prevention. The report for this study should be
available by the end of the second quarter of fiscal year 2015.

e The Evaluation of the Veterans Homeless Prevention Demonstration will study best outreach and service provision models to
meet the specific needs of homeless veterans. The final report should be available in the third quarter of fiscal year 2015.

e The Evaluation of the Rapid Re-housing for Homeless Families Demonstration included both a process and outcomes
evaluation of the 23 grantees that participated in the demonstration, and documents the program models implemented by
the grantees, as well as a set of outcomes observed from a subset of program participants. We expect this study to be
published in fiscal year 2015.

e The Homeless Families Options Study is a rigorous study, using an experimental design, of the impact of various housing and
services interventions on homeless families with children. Through this study, over 2,200 families with children were
randomly assigned to one of four interventions (subsidy only, community-based rapid re-housing, project-based transitional
housing, or usual care) and are being tracked for a minimum of three years after random assignment. Families are being
interviewed both 18 months and 36 months after random assignment, and outcomes will be assessed across five domains:
housing stability, family preservation, adult well-being, child well-being, and self-sufficiency. The cost of the various
interventions is also being extensively documented. The project summary; research design, data collection, and analysis
plan; and the interim report are currently available at www.huduser.org/family options study.html. The interim report found
that of the interventions offered, housing subsidies were the most accessible to families experiencing homelessness, while
project-based transitional housing had the most barriers to access. A report documenting the 18-month impact estimates will
be available in the third quarter of fiscal year 2015. A report documenting the 36-month impact estimates will be available in
the second half of fiscal year 2016.

e The study on Housing Models for Youth Aging Out of Foster Care was conducted to help understand the housing needs of the
nearly 30,000 youth who “aged out” of the foster care system every year, catalog the range of housing programs available to
them, and identify opportunities to mitigate the risk of homelessness to this young population. The cornerstone activity of
this research effort was an in-depth exploration of the Family Unification Program (FUP), and the extent to which
communities target this special purpose voucher program to eligible youth who have aged out of foster care. The final
reports from this study are currently available here: http://www.huduser.org/portal/youth foster care.html. The report
showed most youth with a FUP voucher are able to lease up. “Nearly three-fourths of the PHAs serving youth reported that
youth secure housing before the initial period expires more than half the time, and two-thirds of the PHAs said that more
than 75 percent of youth who receive a voucher lease up eventually.”
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HUD is also improving collaboration across programs in support of Opening Doors to end homelessness. A census of all PHAs will
document current PHA engagement in serving homeless households and will identify mechanisms to address barriers to increasing
the number of homeless households served.

At the project level, HUD continues to track successful outcomes such as housing stability and movement from transitional to
permanent housing. In 2013 (the most recent year of data), HUD programs performed well against aggressive national goals:

e 69.6 percent of persons exiting transitional housing left to permanent housing; and
e 85.7 percent of persons in permanent housing remained stable for 6 months or more.

Plans for Future Improvement

The Department prioritizes performance analysis and project-level improvements. HUD monitors its grantees to ensure program
compliance, and performance is scored at the community and project level during the annual competition. Where problems are
identified, HUD issues findings, conditions grants, and, when necessary, terminates grants that are not performing. However,
keeping assistance within a community is a priority, and HUD attempts to intervene and provide grantees with an opportunity to
make improvements before recapturing funds. HUD also encourages reallocation of under-performing grants to new grants.
Incentives are offered to communities that implement a reallocation process to identify and replace under-performing or unnecessary
projects. With limited resources, it is important to ensure that all projects funded through the CoC Program, including renewals, are
effective.

The implementation of the HEARTH Act provided HUD and its grantees with new goals and tools to increase performance both at the
project level and the system level. For example, the HEARTH Act includes a variety of new performance measures to help increase
overall effectiveness of the program. The CoC Program interim rule, issued in 2012, requires CoCs to establish formal performance
measurement procedures and encourages critical evaluation of resources and needs. This includes evaluation of the effectiveness of
projects by emphasizing performance at both the project and the system level. HUD is confident that this systematic review by each
community will lead to better use of limited resources and more efficient service models, resulting in the prevention and ending of
homelessness. Performance measures include rates of returns to homelessness, the average length of time persons experience
homelessness, housing stability, and employment. Once data collection on these measures is fully implemented, HUD and
communities will more easily identify projects that are less effective, and gaps in housing and services. HUD will incentivize high
performance on these and other indicators through the CoC competition, providing additional points to communities with higher
rates of success. HUD is continuing to work towards releasing a final rule, and anticipates releasing a Notice for Further Comment
by the third quarter of fiscal year 2015.
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Under the HEARTH Act, Congress authorized HUD to fund Unified Funding Agencies (UFAs) to provide greater flexibility and local
autonomy to communities that demonstrate that they have the financial and performance capacity to take a stronger role in
administering HUD funds. Communities that are designated as UFAs by HUD are required to monitor their grants and perform
greater financial oversight. In return, HUD is able to award funds more flexibly to the UFAs who then administer the funds according
to their application to HUD. This reduces the administrative burden on HUD and increases the local control of CoC Program funds for
communities.

Finally, HUD is committed to providing a variety of technical assistance resources to communities and grantees to help identify and
address any performance and compliance issues. HUD intends to use technical assistance as another tool to encourage communities
to implement best practices and improve efficiencies in projects and in the community as a whole.

5. Proposals in the Budget

HUD is proposing a provision to permanently amend the McKinney-Vento Homeless Assistance Act to authorize non-profits to
administer rental assistance programs under the CoC. This authority was previously provided in fiscal year 2014 and 2015 through
appropriations language. (Sec. 233)

HUD also proposes to amend Title V of the McKinney-Vento Act, which enables eligible organizations to use unutilized, underutilized,
excess, or surplus Federal properties as facilities that assist homeless persons. As part of the Administration's efforts to improve
Federal real property management, the amendments would improve the utility of the data provided to the public and support a more
timely and effective process. (Sec. 257)
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COMMUNITY PLANNING AND DEVELOPMENT
HOMELESS ASSISTANCE GRANTS
Summary of Resources by Program
(Dollars in Thousands)

2013 2014
2014 Budget carryover 2014 Total 2014 2015 Budget Carryover 2015 Total 2016

Budget Activity Authority Into 2014 Resources obligations Authority Into 2015 Resources Request
Continuum of Care ..... $1,849,000 $1,849,252 $3,698,252 $1,684,646 $1,878,000 $2,036,240 $3,914,240 $2,223,000
Emergency Solutions

Grants .......c.uevninnn 250,000 59,504 309,504 266,388 250,000 43,019 293,019 250,000
National Homeless Data

Analysis Project ..... 6,000 e 6,000 6,000 7,000 e 7,000 7,000

Total ..., 2,105,000 1,908,756 4,013,756 1,957,034 2,135,000 2,079,259 4,214,259 2,480,000
NOTES

a. The Continuum of Care 2013 Carryover Into 2014 column includes $29 million in fiscal year 2013 recaptures.

b. The Continuum of Care 2014 Carryover Into 2015 column includes $20 million in estimated fiscal year 2014 recaptures, and $5 million transferred to this
account from the Department of Justice’s Bureau of Justice Affairs to support a Pay for Success demonstration program.

c. Infiscal year 2015 and 2016, FEMA is requesting the authority to transfer $100 million for the Emergency Food and Shelter program to HUD. Those
amounts are not reflected in the table above.
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COMMUNTY PLANNING AND DEVELOPMENT
HOMELESS ASSISTANCE GRANTS
Appropriations Language

The fiscal year 2016 President’s Budget includes proposed changes in the appropriation language listed and explained below. New
language is italicized and underlined, and language proposed for deletion is bracketed.

For the emergency solutions grants program as authorized under subtitle B of title IV of the McKinney-Vento Homeless Assistance
Act, as amended; the continuum of care program as authorized under subtitle C of title IV of such Act; and the rural housing stability
assistance program as authorized under subtitle D of title IV of such Act, [$2,135,000,000]$2,480,000,000, to remain available until
September 30, [2017]2018: Provided, That any rental assistance amounts that are recaptured under such continuum of care
program shall remain available until expended: Provided further, That not less than $250,000,000 of the funds appropriated under
this heading shall be available for such emergency solutions grants program: Provided further, That not less than
[$1,862,000,000]42, 223,000,000 of the funds appropriated under this heading shall be available for such continuum of care and
rural housing stability assistance programs: Provided further, That up to $7,000,000 of the funds appropriated under this heading
shall be available for the national homeless data analysis project: [Provided further, That all funds awarded for supportive services
under the continuum of care program and the rural housing stability assistance program shall be matched by not less than 25
percent in cash or in kind by each grantee: ]Provided further, That for all match requirements applicable to funds made available
under this heading for this fiscal year and prior years, a grantee may use (or could have used) as a source of match 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 may renew on an annual basis expiring contracts or amendments to
contracts funded under the continuum of care program if the program is determined to be needed under the applicable continuum of
care and meets appropriate program requirements, performance measures, and financial standards, as determined by the Secretary:
Provided further, [That all awards of assistance under this heading shall be required to coordinate and integrate homeless programs
with other mainstream health, social services, and employment programs for which homeless populations may be eligible: Provided
further, That with respect to funds provided under this heading for the continuum of care program for fiscal years 2012, 2013, 2014,
and 2015 provision of permanent housing rental assistance may be administered by private nonprofit organizations: Provided
further, That the Department shall notify grantees of their formula allocation from amounts allocated (which may represent initial or
final amounts allocated) for the emergency solutions grant program within 60 days of enactment of this Act]_7Aat any unobligated
amounts remaining from funds appropriated under this heading in Fiscal Year 2012 and prior years for project-based rental
assistance for rehabilitation projects with 10-year grant terms may be used for purposes under this heading, notwithstanding the
purposes for which such funds were appropriated: Provided further, That all balances for Shelter Plus Care renewals previously
funded from the Shelter Plus Care Renewal account and transferred to this account shall be available, if recaptured, for continuum of
care renewals in fiscal year 2016. (Department of Housing and Urban Development Appropriations Act, 2015.)
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COMMUNITY PLANNING AND DEVELOPMENT
HOUSING OPPORTUNITIES FOR PERSONS WITH AIDS
2016 Summary Statement and Initiatives
(Dollars in Thousands)

HOUSING OPPORTUNITIES FOR PERSONS Enacted/ Supplemental/ Total

WITH AIDS Request Carryover Rescission Resources obligations outlays
2014 Appropriation ................ $330,000 $83,4192 $413,419 $348,642 $302,768
2015 Appropriation ................ 330,000 64,777 - 394,777 317,557 320,314
2016 REQUEST +vvvvvinirneinnennnnns 332,000° 77,220 . 409,220 329,599¢ 323,401¢
Program Improvements/Offsets ...... +2,000 +12,443 +14,443 +12,042 +3,087

a/ Fiscal year 2014 carryover includes recaptures of $196,340, of which $4,288 is technical assistance and $192,052 is from competitive grants.
b/ This number includes an estimated transfer to the Transformation Initiative (TI) account of $2,523,200 of Budget Authority.

¢/ This number excludes obligations and outlays for the TI account.

1. What is this request?

The Department requests $332 million for the Housing
Opportunities for Persons With AIDS (HOPWA)
program—a $2 million increase from the fiscal year 2015
enacted appropriations of $330 million--to enable
communities to continue their efforts to prevent
homelessness and sustain housing stability for
approximately 52,600 economically vulnerable
households living with Human Immunodeficiency Virus
(HIV) infection.

Seventy-eight percent of households assisted are
extremely low-income (at or below 30 percent of the
Area Median Income (AMI)) and an additional 16
percent are very low-income between 31-50 percent of
the AMI, per grantee reporting.

Figure 1: Evidence-Based Findings on HIV and Housing

1. Need: Persons with HIV are significantly more vulnerable to becoming homeless during their lifetime.
2. HIV Prevention: Housing stabilization can lead to reduced risk behaviors and transmission.

3. Improved treatment adherence and health: Homeless persons with AIDS provided HOPWA housing
support demonstrated improved medication adherence and health outcomes.

4. Reduction in HIV transmission: Stably housed persons demonstrated reduced viral loads resulting in
significant reduction in HIV.

5. Cost savings: Homeless or unstably housed people living with HIV (PLWH) are more frequent users of
high-cost hospital-based emergency or inpatient service, shelters and criminal justice system.

6. Discrimination and stigma: AIDS-related stigma and discrimination add to barriers and disparities in
access to appropriate housing and care along with adherence to HIV treatment.
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Overall, communities remain challenged to sustain existing program beneficiaries with the provision of supportive housing and are
limited in assisting new incoming households. An analysis of grantee performance reporting over the past three years evidences
increasing costs associated with serving greater numbers of extremely-low income households along with aging program
beneficiaries. When factoring in per unit cost increases for permanent supportive housing (tenant-based rental assistance and
facility-based housing) and a housing inflation rate in high cost housing markets (which represents an inherent rising annual cost
factor), particularly for long-term rental subsidies, these variables translate into higher housing subsidies and program costs.

HOPWA also serves as a homeless prevention intervention and directly assists persons who are homeless. Research shows that
housing status is a social determinant of health and the provision of HOPWA supportive housing demonstrates that housing stability
results in better health outcomes and reduced HIV viral transmission. In addition, implementation of the Affordable Care Act, along
with state Medicaid expansion, may provide some cost savings in which HOPWA resources could be redirected from supportive
service medical costs, in which HOPWA is the payer of last resort, to direct housing assistance.

Key HOPWA Program Outcomes:

e 26,152 Permanent Supportive Housing households: Continual support and sustaining of these households with tenant-based
rental assistance and facility-based housing, the latter of whom face significant health and life challenges that impede their
ability to live independently.

e 26,514 Transitional/Short-Term Housing households: Continual support and sustaining of these households with homeless
prevention efforts through the provision of short-term rent, mortgage, and utility (STRMU) assistance and transitional/short-
term housing facilities in coordination with local homeless Continuum of Care efforts to prevent and end homelessness.

e Supportive Services and Case Management: Continual provision of critical supportive services (e.g., housing case
management, mental health, substance abuse, employment training) that sustain housing stability, promote better health
outcomes, and increase quality of life, which promotes self-sufficiency efforts for those able to transition to the private
housing market.

e 96 percent of households receiving long-term assistance in fiscal year 2014 achieved housing stability, and 72 percent of
client households receiving short-term or transitional housing support maintained their housing stability or had reduced risks
of homelessness.

Proposals in the Budget

The Department continues to seek Congressional action on the HOPWA legislative proposal, which includes statutory changes that
reflect an epidemic transformed by advances in both HIV health care and HIV surveillance (i.e., better treatment options and better
data on who is getting HIV infection, when, and how it is being transmitted). Proposed changes include:
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e An updated methodology for allocating HOPWA formula funds, factoring in cases of persons living with HIV (rather than
cumulative AIDS cases), poverty rates, and Fair Market Rent for each eligible metropolitan statistical area (MSA) and balance
of state area.

e Greater flexibility for communities to expand the provision of short-term housing assistance, which will benefit the homeless
and those at severe risk of homelessness.

e Increased administrative allowances for HOPWA grantees and project sponsors to align with peer housing programs.

The Department’s efforts to modernize the HOPWA formula will contribute to fulfilling a goal within the President’s National
HIV/AIDS Strategy and in meeting the recommendations set forth in the HIV Care Continuum Initiative. This initiative seeks to
accelerate efforts in HIV prevention and care to ensure that Federal resources remain focused on improving client outcomes along
the care continuum.

2. What is this program?
Program Description and Key Functions

The AIDS Housing Opportunity Act, 42 U.S.C.12901-12912, authorizes HOPWA
(http://portal.hud.gov/hudportal/HUD?src=/program offices/comm planning/aidshousing) to provide housing assistance and
supportive services to low-income persons living with HIV/AIDS. HOPWA is an evidence-based supportive housing program that
provides critical housing support to a vulnerable population that faces significant health and economic challenges along with
continued stigma and discrimination. The program demonstrates effective efforts to help program beneficiaries achieve housing
stability that reduces the risk of homelessness, enter into and remain in treatment and care, while achieving better health outcomes
that translate to cost savings to public health and service systems. Individuals living with HIV who are homeless or without stable
housing arrangements (e.g., persons in emergency shelters or living in a place not meant for human habitation, such as a vehicle,
abandoned building, living on the streets, those at severe risk of homelessness) have been shown to be more likely to demonstrate
frequent and plrolonged use of high-cost hospital-based emergency or inpatient services, as compared to those individuals who are
stably housed.

HOPWA funding is awarded annually through formula allocations and competitive awards to plan, develop, and fund supportive
housing options that address community needs and priorities. Communities leverage HOPWA funds with other funding sources to
customize a supportive housing portfolio most appropriate to their needs. Recipients of HOPWA funds include units of local
government, states, and local non-profit organizations. The delivery of supportive housing requires a partnership between HOPWA
grantees and project sponsors who consist of local networks of non-profit, faith-based, and housing and homeless organizations that
link beneficiaries to medical services and other related services. These services include federally funded health care and AIDS drugs
assistance provided by the Ryan White Program. HOPWA formula grantees are evenly distributed between local and State health
and community development agencies.
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Formula funds. Ninety percent of funding is allocated to qualifying States and metropolitan areas under a statutory formula based
on cumulative AIDS cases and incidence. Funds are awarded to metropolitan areas with a population of at least 500,000 and with at
least 1,500 cumulative AIDS cases, and to States for those areas outside of qualifying metropolitan areas that have at least 1,500
cumulative AIDS cases. The cumulative AIDS cases figure is used to award 75 percent of the funding while the remaining 25
percent is awarded based on AIDS incidence (new cases and population reported in the last three years). The AIDS incidence factor
benefits the larger metropolitan areas with higher than average incidence of AIDS. Approximately one-third of metropolitan areas
receive this higher funding amount while states are ineligible.

Competitive funds. Ten percent of funds is awarded as competitive grants to areas that are not eligible for formula funding and to
support innovative model projects that address special issues or populations through the award of Special Projects of National
Significance. The current portfolio consists of 92 competitive renewal grants, which operate on a three-year grant cycle. HOPWA's
appropriations account language requires HUD to prioritize funding of expiring permanent supportive housing grants. An estimated
30 permanent supportive housing grants expiring in fiscal year 2016 will be eligible for renewed funding.

Program Components. HOPWA grantees have considerable discretion and flexibility in their planning efforts to identify and align
funding resources to prioritize local needs. HOPWA resources provide communities with rental assistance; operating costs for
housing facilities; short-term rent, mortgage, and utility payments; permanent housing placement and housing information services;
along with supportive services and case management.

Per fiscal year 2013-14 grantee performance reporting, 69 percent of program expenditures were for housing assistance (with other
expenditures of 1 percent for housing development, 2 percent for housing information services, 20 percent for supportive services
and case management, and 8 percent for administrative program costs). Of the 69 percent of direct housing expenditures, 79
percent were on permanent supportive housing (with 52 percent on tenant-based rental assistance) and 21 percent for transitional
and short-term housing.

Who We Serve

The HOPWA program is targeted to serve a subpopulation of individuals and families living with a chronic health condition who live in
poverty and confront challenging life circumstances that inhibit and restrict their ability to obtain affordable housing. HOPWA
program beneficiaries are primarily extremely-low to very-low income.
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Percent of Households with a Median Income of 0-30% of the Area Median Income: 78%; Percent of Households with a Median Income between
31-50% of the Area Median Income: 16%; Percent of households with a Median Income between 51-80% of the Area Median Income: 6%.

Age of HOPWA Eligible Gender of HOPWA Eligible
Individuals Individuals
70%
64%
40/ 60%
50%
40%
30%

20%

= Younger than 18
= 18-30
= 31-50

51 or Older

10%

1%

0%
Female Male Transgender
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Percentage HOPWA Eligible Individuals Perce"tagegzzgn‘iz‘bers ofthe
American Indian/Alaskan Native 0.68% 0.62%
Asian 0.78% 0.83%
Black/African American 52.59% 56.10%
Native Hawaiian/Other Pacific Islander 0.28% 0.60%
White 36.10% 32.17%
American Indian/Alaskan Native & White 0.20% 0.31%
Asian & White 0.16% 0.44%
Black/African American & White 0.94% 1.97%
mﬁfﬂmn- 0.10% 0.06%
Other Multi -Racial 8.17% 6.90%
Percentage of HOPWA Eligible Individuals
_ Identified as Hispanic/Latino 17%

Key Partnerships and Stakeholders

National HIV/AIDS Strategy and the HIV Care Continuum Initiative:

The White House issued the nation’s first comprehensive National HIV/AIDS Strategy in July 2010, with goals to reduce new HIV
infections, increase access to care and improve outcomes for people living with HIV, and reduce HIV-related health disparities. The
strategy recognizes the tangible connecting benefits of stable housing and increased access to and retention in HIV care. Per
strategy directive, HUD—after a collective and collaborative public consultation with stakeholders (grantees, consumers, public
interest groups, federal partners)—-transmitted to Congress a legislative proposal that would change the HOPWA program funding
formula from cumulative AIDS to those living with HIV as the basis for formula grant awards.

Amended in December 2013, the National HIV/AIDS Strategy now incorporates the HIV Care Continuum Initiative. This initiative
directs Federal agencies to step up their efforts to improve outcomes by accelerating HIV diagnosis, linkage to and engagement in
medical care, initiation of antiretroviral treatment, and sustainability of viral suppression. In the fall of 2014, HUD published an
action oriented white paper entitled, HIV Care Continuum -The Connection Between Housing and Improved Outcomes Along the HIV
Care Continuum, which emphasizes the intersection of housing and health care for those living with HIV in an effort to educate
communities by demonstrating stable housing as a key HIV prevention and care strategy within the framework of coordinated HIV
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services and care. In addition, HOPWA's emphasis on integrating housing and care services will improve outcomes along the HIV
Care Continuum.

HUD Collaboration with HHS, Health Resources and Services Administration (HRSA):

In implementing HIV Care Continuum Initiative recommendations to provide joint technical assistance and training to both HOPWA
and Ryan White grantees, HUD and HRSA are engaged in efforts that will raise awareness of housing’s direct impact on client HIV
care and health outcomes, as well as build grantee capacity to integrate health care planning and outcome measures into an HIV
housing program. Efforts may include online training tools, group learning opportunities, and issuance of guidance materials to
promote planning and coordination strategies, as well as performance data systems integration.

Opening Doors: The Federal Strategic Plan to Prevent and End Homelessness:

HUD is one of 19 Federal lead agencies that collaborate to develop and invigorate local actions that will address the challenges of
homelessness in the U.S. HOPWA grantees contribute to the Opening Doors goals of reducing homelessness, as these persons
benefit from HOPWA project coordination with HIV care and treatment. For fiscal year 2014, HOPWA grantees reported that 19
percent of new households, or 4,823 households, assisted were homeless. Of these households, 14 percent were veterans and 55
percent were chronically homelessness.

HUD Collaboration with Department of Labor (DOL):

In October 2014, HUD and DOL launched Getting To Work, an interactive online training curriculum for HIV/AIDS service and
housing providers to educate and enable AIDS service providers to incorporate employment strategies and initiatives that promote
greater self-sufficiency for their clients. This online curriculum builds on earlier interagency activities that allowed a small cohort of
HOPWA grantees to increase their capacity to link clients to employment services, which resulted in more than 125 clients obtaining
jobs within one year.

3. Why this program is necessary and what will we get for the funds?

What is the Problem We're Trying to Solve?

HIV is a chronic and communicable disease that can be manageable, but for those living in poverty and without access to suitable
housing, this presents significant individual and public health risks. While the rate of new HIV infections has remained relatively
constant over the past two decades, the number of persons living with HIV/AIDS has steadily increased. The Centers for Disease
Control and Prevention (CDC) estimates that 1,201,100 persons are living with HIV infection.? Individuals with suppressed viral loads
are substantially less likely to transmit the virus, but of persons living with HIV in the United States in 2011, only 30 percent
achieved viral suppression. Most recent HOPWA grantee performance reporting period indicated that 26,152 households received
permanent supportive housing and 26,514 households benefitted from transitional and short-term housing. Grantees report an
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estimated unmet housing need of more than 127,000 households/individuals, as reported by grantees through Consolidated Plan
estimates, project data, housing waiting lists, and related planning sources.

Persons living with HIV/AIDS are highly vulnerable to homelessness, and those who are homeless or unstably housed have been
shown to be more likely to demonstrate frequent and prolonged use of high-cost hospital-based emergency or inpatient services, as
compared to persons living with HIV/AIDS who are stably housed.® CDC data also makes the connection between HIV and
homelessness in its 2011 Medical Monitoring Project that indicated among interviewed participants engaged in HIV care, 8 percent
had been homeless during the prior 12 months. The CDC study also noted 15 percent of participants reported a need for assistance
finding shelter or housing in the past 12 months, and 26 percent of those individuals still had a housing need during the interview. *
Other studies have shown that approximately half of all persons diagnosed with HIV will face homelessness or experience an
unstable housing situation at some point over the course of their illness.”

How HOPWA Helps Solve the Problem

Linked to Care Prescribed ART

Engaged in Care Virally

Suppressed

HIV Diagnosed

Of the 1.2 million people estimated to be living with HIV in the United States in 2011, and estimated 86 percent were
diagnosed with HIV, 40 percent engaged in HIV medical care, 37 percent were prescribed ARTs, and 30 percent achieved
viral suppression. Improvements are needed across the HIV care continuum to protect the health of persons living with
HIV, reduce HIV transmission, and reach national prevention and care goals. The greatest opportunities for increasing the
percentage of persons with a suppressed viral load are reducing undiagnosed HIV infections and increasing the percentage
of persons living with HIV who are engaged in care. Helping others achieve these optimal results requires many actions for
which stable housing serves as a base, including access to and retention in HIV treatment and quality care and other support.
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In particular—

HOPWA is essential to the connection between housing and improved outcomes along the HIV Care Continuum. Housing
instability has been linked to delayed HIV diagnosis and inadequate healthcare, including failure to connect with a primary
provider. The HOPWA program provides stable housing and presents opportunities for housing providers to partner with service
providers for HIV education and testing and access to care. Housing status is among the strongest predictors of maintaining
continuous HIV primary care, receiving care that meets clinical practice standards and returning to HIV care after dropout.
HOPWA program evaluation results show high levels of participant stability and connection to care, with 86 percent of
households served during fiscal year 2013-2014 program year engaged in ongoing primary health care. Multiple studies have
found lack of stable housing to be one of the most significant factors limiting the use of antiretrovirals (RVs), regardless of
insurance. Housing interventions improve stability and connection to care providing the essential foundation for participating in
ARV treatment.

HOPWA-funded housing is an effective platform for linking people living with HIV/AIDS (PLWHA) to care and improving health
outcomes. The HOPWA statute provides unique authority to allow projects to target housing interventions to a special needs
population and to serve as a bridge in coordinating access to other mainstream support, such as HIV services provided under
Ryan White CARE Act and other human services programs. HOPWA data shows that 96 percent of persons in its supportive
housing programs have a stable outcome. Research conducted by the AIDS Foundation of Chicago has shown that homeless
persons living with AIDS had significantly improved medication adherence, health outcomes, and viral loads when provided with
HOPWA housing assistance, as compared to persons who remained homeless or unstably housed.®

Stable housing is one of the most cost-effective strategies for driving down soaring national HIV/AIDS costs. The number of
persons living with HIV in the United States continues to grow annually. Recent estimates put the annual direct costs of HIV
medications at between $17,000 and $41,000 per person per year,” depending on the severity of an individual’s infection.®
Lifetime treatment costs per person are estimated to be $367,134.°

Stable housing reduces an individual’s risk of contracting HIV and of transmitting the virus to others. Homelessness is known to
increase the probability that a person will engage in sexual and drug-related risk behaviors that put themselves and others at
heightened risk for HIV. One recent study showed, for example, that among persons living with HIV, an improved housing
situation led to reduced drug-related and sexual risk behaviors by as much as 50 percent, while those whose housing status
worsened increased their risk behaviors.® In addition, people with HIV who have access to stable housing are more likely to
receive and adhere to antiretroviral medications, which lower viral load and reduce the risk of HIV transmission.™ A study
published in May 2011 by the National Institutes of Health found that persons who begin antiretroviral treatment at an earlier
stage of disease are 96 percent less likely to transmit the infection than those who begin treatment later.*?
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4. How do we know this program works?

Evaluations and Research

HOPWA Results based on Key Research and Evaluation

Stable Housing in Connection to Health

HUD-CDC Housing and Health (H&H) Study. The HUD-CDC joint Housing and Health study was a multi-site randomized trial
undertaken to examine the health, housing, and economic impacts of providing HOPWA assistance to homeless and unstably housed
persons living with HIV/AIDS. As published in peer-reviewed journals in recent years, findings from the study demonstrated that
HOPWA housing assistance serves as an efficient and effective platform for improving the health outcomes of persons living with
HIV/AIDS and their families.'®> The Housing and Health study of HOPWA and other supportive housing programs for PLWHA found
that housing was associated with 41 percent fewer visits to emergency departments, a 23 percent reduction in detectable viral loads,
and a 19 percent reduction in unprotected sex with partners whose HIV status was negative or unknown.'*

Stable Housing Equals Cost-Benefit Savings

Stable housing is one of the most cost-effective strategies for driving down soaring national HIV/AIDS costs. Recent estimates put
the annual direct costs of HIV medications at between $17,000 and $41,000 per person per year™ depending on the severity of an
individual’s infection.'® Lifetime treatment costs per person are estimated to be $367,134.) By investing in the provision of
affordable supportive housing, HOPWA grantees demonstrate that 96 percent of those receiving housing support are stably housed.
HOPWA assistance is a simple way to safeguard the national investment in HIV care.

People living with HIV who are homeless or unstably housed are shown to be more likely to demonstrate frequent and prolonged use
of high-cost hospital-based emergency or inpatient services, as compared to those persons living with HIV who are stably

housed.’® Research conducted by the AIDS Foundation of Chicago has shown that homeless persons living with AIDS had
significantly improved medication adherence, health outcomes, and viral loads when provided with HOPWA housing assistance, as
compared to persons who remained homeless or unstably housed. Moreover, substantial cost savings were achieved by reducing
emergency care and nursing services for this population.'® In addition, housing stabilization can lead to reduced risk behavior and
reduced HIV transmission, a significant consideration for Federal HIV prevention efforts. It is estimated that preventing
approximately 40,000 new HIV infections in the United States each year would avoid expending $12.1 billion annually in future HIV-
related medical costs, assuming the current standard of care.?

HOPWA also serves as a supportive housing intervention, and adds to the stock of available permanent supportive housing to
address the needs of homeless and at risk households. The program demonstrates results that are similar to activities undertaken
by HUD’s homeless assistance programs. Research shows this population uses $40,051 in public services before placement; after
placement, the savings is estimated at $12,146 per placement in housing.?? HOPWA-funded supportive housing continues to
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demonstrate that housing stability equates to better health outcomes for those living with HIV. Positive client health outcomes
include entry into and retention in care and continuing adherence to complex HIV treatment regimens results in reduced HIV
transmission and healthier people.

Stable Housing in Connection to Homelessness

HOPWA prevents and reduces risk of homelessness. Research and HUD experience in providing homelessness prevention funds has
shown client results in avoiding loss of housing and cost savings to public systems achieved by avoiding costly emergency care and
by diverting families from a path to homelessness. These achievements are demonstrated by the Homelessness Prevention and
Rapid Re-housing (HPRP) program, which has helped save more than 1.2 million Americans from homelessness as a targeted
Recovery Act program achievement. Research shows that chronic health conditions put homeless persons at higher risk of dying on
the street. Studies show that persons that are chronically homeless for more than 6 months and having a chronic health condition
(including HIV/AIDS) is in indicator a high chance of premature death without housing and supportive services.?? These programs
have provided rapid re-housing of families in homeless situations, as well as using short-term rental assistance and case
management support to prevent homelessness. HOPWA's short-term rent, mortgage, and utility assistance programs effectively
provide urgently needed assistance that averts evictions that precipitate a loss in housing stability and places households at a higher
risk of homelessness.

Program Outcomes

On a national level, the program demonstrates successful program beneficiary outcomes with respect to access to care and support
which results in successful program accomplishments that provide a foundation for increased housing stability and better health
outcomes. Ninety-six percent of clients receiving tenant-based rental assistance and 97 percent placed in a permanent housing
facility achieved housing stability in fiscal year 2014. Seventy-two percent of clients receiving transitional or short-term housing
facilities assistance and 45 percent receiving STRUM assistance achieved housing stability in fiscal year 2014.
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Percentage of HOPWA Households who Accessed or Maintained
Access to Care
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5. Proposals in the Budget
HOPWA Legislative Proposal

The HOPWA program formula, which has remained static since its enactment in 1992, should be updated to better reflect the nature
of the HIV epidemic that has evolved over the years through advances in HIV care and surveillance. Currently, 53 percent of the
statutorily required cumulative AIDS cases used to run the formula program represent deceased individuals. The proposal would
enable the use of current HIV surveillance data from the Centers from Disease Control and Prevention based on those living with HIV
inclusive of those with AIDS. This would enable HOPWA to align with other federal HIV reporting for the distribution of grant
resources such as the Ryan White Care Act program. The proposal seeks to distribute funding more equitably to reflect the HIV
epidemic’s impact among communities with highest burden of HIV cases, notably Southern states and rural areas, while addressing
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the increasingly disproportionate impact of HIV on communities of poverty and color. As shown in the map above, darker shaded
U.S. counties (both rural and urban) have an above-median count of HIV cases. The greatest concentrations of high HIV-prevalence

rural counties lie within the Southern United States.

The majority of HOPWA formula
grantees will receive an increase
in their grant allocation based on
the use of living HIV/AIDS cases
versus the current cumulative
AIDS cases. Communities that
were historically the epicenter of
the AIDS epidemic are likely to
receive reduced funding since
they currently benefit from the
use of cumulative AIDS cases and
they will no longer benefit from
AIDS incidence used to distribute
25 percent of the formula
funding. Only the largest
metropolitan areas receive a
formula calculation based on
AIDS incidence; States are
excluded.

The President’s National HIV
AIDS Strategy tasks HUD to work

with Congress to modernize the HOPWA formula and in meeting the recommendations set forth in the HIV Care Continuum
Initiative, which seeks to accelerate efforts in HIV prevention and care and ensure that Federal resources are focused on improving

client outcomes along the care continuum.

The legislative proposal contains three main components:

1. Formula modernization — improve targeting to distribute funding equitably among communities with the highest HIV burden

and need, incorporate local housing costs and poverty rates;

2. Expand the provision of short-term housing — up to three months with an on-going assessment for a 24 month maximum to
provide communities with greater latitude in addressing the housing needs of those living with HIV who are homeless or at
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severe risk of homelessness beyond the current statutory limit of 21 weeks for those currently housed (excludes those who
are homeless); and

3. Provide communities with @ modest increase in allowable grant administration costs to align with other comparable peer
housing programs.

Key provisions of the formula modernization include:
1. All formula grantees remain eligible. New grantees to meet the eligibility baseline of 2,000 HIV cases;

2. A stop-loss provision in which formula adjustments would be phased in over a period of three years and a grantee would not
lose more than 10 percent or gain more than 20 percent of the average share of the total formula allocation of the previous
fiscal year;

3. Replace the current formula requirement that 25 percent of funds be distributed based on AIDS incidence with an equal
weighted factor of fair market rent and poverty rate for each eligible formula grantee.

Proposals in the Budget

General Provision: The budget continues a general provision that consolidates and extends Sections 203 and 209 of the fiscal year
2012 Appropriations Act, which are longstanding provisions of the HOPWA program. The provision continues to give HUD authority
to honor agreements between cities and their states to manage HOPWA grants, allow former grantees to continue to receive direct
allocations, and allow the program to use AIDS incidence data collected over a three year period instead of one year. The provision
also updated the reference to the MSAs in the 2012 Appropriations Act to reflect updated names as delineated by the Office of
Management and Budget. (Section 203)
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The charts below reflect distribution of Funds to Grantees; the fiscal year 2016 figures are estimated using the proposed formula.

Estimated HOPWA Formula Funding by Grantee
(Dollars in Thousands)

HOPWA Formula Grantee 2014 ACTUAL 2015 ESTIMATE 2016 PROPOSED
Birmingham.........cocceovvieiicneeeenee, $589 $582 $685
Alabama State Program................ $1,466 $1,484 $1,705
PhOENIX....ccoiicvviiiiieie e, $1,800 $1,809 $2,093
TUCSON.....cteiieeeeeeeeee e $453 $452 $527
Arizona State Program.................. $231 $236 $268
Little ROCK.......ccovvcreiiiiiiieiiiieeeen $317 $329 $369
Arkansas State Program............... $533 $544 $620
ANAheIM.....ooceiiiieee e $1,537 $1,524 $1,787
Bakersfield.........cooevvvveiiiiieeeee, $387 $383 $450
Fresno......cccoveveeiieecieeee e $379 $383 $441
LOS ANGEIES......ccveveeerreeeeeieeeeciees $15,920 $14,325 $14,992
Oakland.........coceeveeeeeiiieeeccreeeen $2,176 $2,198 $2,381
RIVErside......ccocvevvcveeeieiee e $1,981 $1,978 $2,303
Sacramento.......ccoooveeveieeeiiiciiieens $901 $905 $1,048
San Diego.......ccocveeeecveeeeiree e $2,838 $2,826 $3,300
San Francisco......cccccevecvveeeeeeennennns $8,241 $7,461 $7,405
SaN JOSE....ccoiie e $877 $866 $1,015
California State Program............... $2,991 $2,967 $3,354
DENVET ...t $1,554 $1,546 $1,807
Colorado State Program................ $433 $434 $503
Bridgeport........coooeieiiiieiieeeea $803 $795 $878
Hartford.........oovveiiiiic e, $1,095 $1,084 $1,087
New Haven.........cccooeeeiviieecccinenenn, $968 $960 $991
Connecticut State Program............ $220 $217 $227
Wilmington........cccoceveveeivee e $630 $629 $733
Delaware State Program............... $247 $247 $266
District Of Columbia...................... $10,732 $11,165 $9,644
Cape Coral.....coceevcieeeecee e $406 $409 $471
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HOPWA Formula Grantee 2014 ACTUAL 2015 ESTIMATE 2016 PROPOSED
Deltona.......c.ccoeeeiiieiiiiee e $373 $374 $433
Ft Lauderdale..........ccccouveeuneennrns $7,377 $6,980 $6,629
Lakeland.........ccccoooveeiiiiiicciiee e $517 $485 $571
11 F=T 0o O $11,348 $11,312 $10,197
(0] 1 =1 1o [0 X $3,007 $3,242 $3,219
Palm Bay.....ccooeeeeieeieciee e $335 $335 $386
Port St Lucie......c..ccoveeiieiiiece, $0 $0 $624
Sarasota......cccccev v, $448 $446 $522
L= 1 10] o 1= TS $2,829 $3,105 $3,289
West Palm Beach...........coccvvveeennn. $3,038 $3,037 $2,731
Jacksonville-Duval County............. $2,303 $2,466 $2,069
Florida State Program.................... $3,354 $3,357 $3,662
Atlanta........cceee i $14,243 $18,078 $12,798
Augusta-Richmond County............ $938 $1,072 $843
Georgia State Program.................. $2,205 $2,265 $2,563
Honolulu.........ccceeviiiiiiiieciees $437 $435 $508
Hawaii State Program.................... $205 $206 $226
Chicago.....ccccceveeeeiecceececcece $7,695 $7,865 $8,427
Illinois State Program..................... $1,174 $1,172 $1,365
Indianapolis.........ccccceecverecneeeennen. $947 $950 $1,101
Indiana State Program................... $946 $953 $1,101
Iowa State Program....................... $422 $426 $491
Kansas State Program.................... $393 $393 $457
Louisville-CDBG.........ccccccoeveeeennee. $572 $577 $665
Kentucky State Program................ $524 $531 $610
Baton Rouge.........ccoceeeceriicnenenn, $2,625 $2,539 $2,359
New Orleans..........cccooeeeeeiieeeecnennnn. $4,014 $3,912 $3,607
Louisiana State Program................ $1,295 $1,314 $1,506
Baltimore........ccooceveeiicciieeeeeee $7,842 $8,037 $7,046
FredericK........ooveeeeceeeeieee e $690 $907 $802
Maryland State Program................. $398 $397 $463
BOStON.....oeiiiiiiie e, $2,245 $2,715 $2,395
[0V | $1,088 $1,088 $1,265
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HOPWA Formula Grantee 2014 ACTUAL 2015 ESTIMATE 2016 PROPOSED
[N o | o TO R $0 $0 $0
Springfield.........coovveeeieiieee e $455 $450 $529
Worcester......ooocvevviciieee e $457 $453 $527
Massachusetts State Program......... $211 $212 $245
DEtrOit.......ccevveeeiieeieece e $2,351 $2,461 $2,338
WaAITEN....oveiieeii e $514 $519 $598
Michigan State Program.................. $1,068 $1,071 $1,243
MIinNEapolis........ccceeeeevereecveee e $1,041 $1,039 $1,210
Minnesota State Program................ $148 $148 $172
JACKSON......vveieieeeeee e, $1,085 $1,392 $1,053
Mississippi State Program............... $963 $989 $1,120
Kansas City......cccoceveveeeecveeeeenennn, $1,088 $1,086 $1,265
St LOUIS...cvveeeree e $1,389 $1,387 $1,615
Missouri State Program................... $542 $540 $630
Nebraska State Program................. $357 $362 $415
Las Vegas.......ccocceveeveccvviee e i $1,133 $1,146 $1,318
Nevada State Program.................... $250 $249 $290
Camden.........coovveieeeiee e $708 $707 $824
EdisON......cooocieiiiieece e $0 $0 $0
Jersey City...oocoooveeciieiecee e, $2,566 $2,558 $2,196
Newark........ccooeeveeciec e $6,473 $6,061 $5,817
Paterson........cccooceeeeeeeeiieeciieee e $1,356 $1,351 $1,712
New Jersey State Program.............. $1,126 $1,117 $1,309
Albuquerque.........ccccceeeeeeiiecieeeenn $335 $330 $390
New Mexico State Program............. $289 $286 $336
Albany........cccoeevieecee e $494 $490 $574
Buffalo........cccoooveeiieeieceee $550 $547 $639
Islip TOWN...oooiieeceeceecee e $1,751 $1,731 $1,840
New York City....ccccccoveeeieeiieccieenee, $48,454 $47,037 $43,156
Poughkeepsie..........cccooveeeciiiennne.n. $0 $0 $0
Rochester.........ccovveviiiiiiiiiieeciiiis $688 $681 $800
SYFACUSE. ....vveeeereeeeeerreeeeeree e e e $290 $287 $337
New York State Program................. $2,156 $2,146 $2,506
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HOPWA Formula Grantee 2014 ACTUAL 2015 ESTIMATE 2016 PROPOSED
Charlotte.....ccccceveeeeiieee e, $1,061 $1,795 $1,234
Durham.........ccoceeeieeciieeeeccee e $0 $282 $607
Greensboro........ccccceeeevceeeeciieees $317 $321 $369
Wake County......ccooceeveiieiiiiieccnen, $536 $543 $623
North Carolina State Program........ $2,387 $2,143 $2,777
CiNCiNNati......ccoveiiiiciieeec e $673 $675 $782
Cleveland.........ccooocveiivciiieciieciieens $951 $952 $1,105
Columbus........cccoeeecieeiiiceeceee, $821 $827 $954
Dayton.......ccccecveeiiiecce e, $286 $287 $332
Ohio State Program.........cccccccevvee.. $979 $979 $1,139
Oklahoma City.......cccocvveeveveeceieee $530 $531 $616
TUISA..cceeee e $353 $353 $411
Oklahoma State Program................ $248 $247 $290
Portland...........ccooeeiiiiiiiece $1,081 $1,076 $1,257
Oregon State Program.................... $379 $379 $441
AlleNtOWN........cooeiiiieeieeeeeee s $316 $319 $367
Bensalem Township...........cccuee.....e. $512 $515 $595
Harrisburg.........ccoceevcveeeicieececen, $291 $292 $338
Philadelphia........cccccceevviveciiieeien, $9,470 $7,436 $8,509
Pittsburgh..........c.cooviviiiee $724 $721 $842
Pennsylvania State Program........... $1,295 $1,292 $1,505
Providence........coccoeiveeiicieccceen, $867 $870 $964
Charleston......ccccccveeevcvvveeeec e, $585 $550 $680
Columbia.......ccccccvviiieeeecee e $1,413 $1,196 $1,270
Greenville..........oocovveeeviiiiiieieeeeenn $360 $363 $419
South Carolina State Program......... $1,387 $1,391 $1,613
Memphis........cccceeviieceiiecceee e, $2,849 $3,072 $2,560
Nashville-Davidson.............c........... $914 $924 $1,063
Tennessee State Program............... $939 $943 $1,092
AUSEIN......coiiiiie e $1,112 $1,118 $1,293
Dallas........ccoveieeeie e $5,375 $5,637 $5,483
El PASO........cccveeieeeeeeeeee e $361 $373 $419
Fort Worth.........cc.cooiiiiiiie $996 $1,002 $1,158
Houston.........ccoceeiicie e $10,894 $10,343 $9,789
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HOPWA Formula Grantee

San Antonio......ccccceeevvciieeee e,
Texas State Program.....................
Salt Lake City....cccoeveeevivee e
Utah State Program..........cccc.c....
Richmond.........ccccccoviiiiieece
Virginia Beach..........ccccoecvevieennnnn.
Virginia State Program...................
Seattle........cccoooeeeiieee
Washington State Program............
West Virginia State Program.........

Milwaukee.........ccoceeeeiieiiiiieeee,
Wisconsin State Program..............

San Juan Municipio.........ccceeeveee.n.

Puerto Rico State Program............
Total Formula Grantees.........

Total Competitive Grants........
Transformation Initiative........

Total HOPWA

2014 ACTUAL

$1,212
$2,923
$366
$153
$1,087
$1,079
$729
$1,780
$729
$343
$587
$467
$5,655
$1,808
$297,000

$33,000
$0
$330,000
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2015 ESTIMATE

$1,217
$2,947
$366
$153
$875
$1,081
$732
$1,771
$734
$344
$587
$469
$5,636
$1,799
$297,000

$33,000
$0
$330,000

2016 PROPOSED

$1,409
$3,398
$426
$178
$1,264
$1,254
$848
$2,069
$847
$398
$683
$543
$5,081
$1,951
$296,529

$32,948

$2,523
$332,000
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Budget Activity

Formula Grants ........
Competitive Grants ....
Technical Assistance ..
Transformation
Initiative (transfer)
Total .....ovvvnnnnn.

COMMUNITY PLANNING AND DEVELOPMENT
HOUSING OPPORTUNITIES FOR PERSONS WITH AIDS
Summary of Resources by Program
(Dollars in Thousands)

2013 2014
2014 Budget carryover 2014 Total 2014 2015 Budget Carryover 2015 Total 2016
Authority Into 2014 Resources obligations Authority Into 2015 Resources Request
$297,000 $83,223 $380,223 $319,575 $297,000 $60,648 $357,648 $298,800
33,000 192 33,192 29,067 33,000 4,125 37,125 33,200
4 4 4 4
aae aae aae aae aae s . 2,523
330,000 83,419 413,419 348,642 330,000 64,777 394,777 332,000
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COMMUNITY PLANNING AND DEVELOPMENT
HOUSING OPPORTUNITIES FOR PERSONS WITH AIDS
Appropriations Language

The fiscal year 2016 President’s Budget includes proposed changes in the appropriation language listed and explained below. New
language is italicized and underlined, and language proposed for deletion is bracketed.

For carrying out the Housing Opportunities for Persons with AIDS program, as authorized by the AIDS Housing Opportunity Act (42
U.S.C. 12901 et seq.),[$330,000,000] $332,000,000, to remain available until September 30, [2016]2017, except that amounts
allocated pursuant to section 854(c)(3) of such Act shall remain available until September 30, [2017]2018: Provided, That the
Secretary shall renew all expiring contracts for permanent supportive housing that initially were funded under section 854(c)(3) of
such Act from funds made available under this heading in fiscal year 2010 and prior fiscal years that meet all program requirements
before awarding funds for new contracts under such section[: Provided further, That the Department shall notify grantees of their
formula allocation within 60 days of enactment of this Act]. (Department of Housing and Urban Development Appropriations Act,
2015.)
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HOUSING
PROJECT-BASED RENTAL ASSISTANCE
2016 Summary Statement and Initiatives

(Dollars in Thousands)

Enacted/ Supplemental/ Total
PROJECT-BASED RENTAL ASSISTANCE Request carryover Rescission Resources obligations outlays
2014 Appropriation ................ $9,918,014 $303,0212 - $10,221,035b $9,869,642 $9,824,000
2015 Appropriation ................ 9,730,000 351,393 - 10,081,393¢ 9,999,393 10,278,000
2016 REQUEST .+ vvvvviernnrnnennnnnns 10,760,000 146,000 e 10,906, 000¢ 10,964,000 10,775,000
Program Improvements/Offsets ...... +1,030,000 -205,393 - +824,607 +964,607 +497,000

a/ Carryover includes $259 million in unobligated funds, and $44 million from recaptures realized in fiscal year 2014, and a $295 thousand prior-year adjustment.

b/ Resources and obligations include $1.4 million transfer from the Public Housing Fund and Capital Fund for the Rental Assistance Demonstration (RAD).

¢/ Resources and obligations exclude $25 million in spending authority from anticipated offsetting collections and an estimated $39 million transfer from the Public
Housing Fund and Capital Fund for Rental Assistance Demonstration (RAD), and $115 thousand in RAD carryover. When the additional resources are added,
Total Resources will be $10.146 billion.

d/ Resources and obligations exclude $15 million in spending authority from anticipated offsetting collections and an estimated $63 million transfer from the Public
Housing Fund and Capital Fund for the Rental Assistance Demonstration (RAD). When the additional resources are added, estimated Total Resources and fiscal
year 2016 obligations will be $10.964 billion. This number includes an estimated transfer to the Transformation Initiative (TI) account that may be up to
0.5 percent or $20 million, whichever is less, of Budget Authority.

1. What is this request?

The Department requests a total of $10.760 billion to meet Section 8 Project-Based Rental Assistance (PBRA) program needs for
fiscal year 2016. This includes $9.965 billion for renewals and $580 million for amendments, as well as $215 million for Performance-
Based Contract Administration. The total requested funding level for fiscal year 2016 is a $1.030 billion increase over the fiscal year
2015 enacted level of $9.730 billion. The enacted funding level for fiscal year 2015 reflects one-time savings on contracts that require
less than 12 months of funding as they transition to a calendar year funding cycle. The requested increase for fiscal year 2016 returns the
PBRA account to the baseline level required for annual ongoing 12-month (calendar year) funding of contracts under the account,
consistent with current practice in the Housing Choice Voucher and Public Housing programs. The funding requested allows the
renewal or amendment of several types of rental assistance contracts, including: Housing (Project-Based Section 8 contracts), Public
and Indian Housing (Moderate Rehabilitation contracts), and Community Planning and Development (Single Room Occupancy
contracts), and Senior Preservation Rental Assistance Contracts.
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The Department's fiscal year 2016 request for Performance-Based Contract Administration (PBCA) funding, coupled with anticipated
carryover and recaptures, will allow HUD to extend current PBCA contracts as necessary during fiscal year 2016, and also potentially
execute new, awards during fiscal year 2016. HUD's fiscal year 2016 request of $215 million is based on estimated annual funding
for the program under new cost-saving PBCA agreements.

Contract Renewals and Amendments - $10.545 billion

The Department’s fiscal year 2016 request provides for the first complete year of funding under the new calendar year methodology,
and represents the baseline level for 12-month funding of contracts. HUD requested and received a fiscal year 2015 funding level
that reflects one-time savings resulting from realigning contracts to a calendar year basis, while recognizing that a $1 billion increase
would be needed in fiscal year 2016 if HUD requested 12 months of funding for all contracts under the new calendar year model.
Thus, the increase in requested funding does not reflect a $1 billion increase in the underlying cost of the program; rather it is a
return to the baseline need (plus annual inflation) for PBRA after achieving significant one-time savings in fiscal year 2015.
Specifically, in fiscal year 2015 HUD is providing funding for calendar year 2015 (January through December) for all multiyear
contracts in the middle of their contract terms, representing the vast majority of the portfolio. For contracts whose terms expire
during fiscal year 2015 and a new multiyear contract is executed, HUD is placing 12 months of funding on such contracts at the time
of renewal. While this means some of those contracts would receive funding beyond calendar year 2015, in the subsequent funding
cycle (fiscal year 2016) they would be funded only through the calendar year in order to conform to the calendar year funding
model. The Department’s request supports the continuation of this funding approach in fiscal year 2016.

HUD does not expect the calendar year funding methodology to have a significant impact on stakeholders, investors, or lenders
because there will be no change in contract terms or duration in fiscal year 2016; rather, the Department will only shift the timing for
funding of the contract, similar to past practice during periods covered by Continuing Resolution and during fiscal year 2013, post-
sequestration. HUD believes that 12-month calendar year funding will increase the predictability of funding under the program,
allowing owners to continue leveraging private debt and equity on advantageous terms, and reduce the risk of funding lapses at the
beginning of a fiscal year.

The need for Section 8 Amendment funds results from insufficient funding provided to long-term project-based contracts executed
primarily in the 1970’s and 1980’s. During those years, the Department provided contracts for terms of up to 40 years. Estimating
funding needs over such a long period of time proved to be problematic, and as a result, many of these Section 8 contracts were
inadequately funded. Older long-term contracts that have not reached their termination dates and have not entered the one-year
renewal cycle must be provided amendment funds for the projects to remain financially and physically viable. The Department
estimates that total Section 8 Amendment needs in fiscal year 2016 will be approximately $580 million.
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The following table shows the change in the number of units under contract, average monthly subsidy payment per unit and the
average utilization rate by fiscal year.

Contract Units Average Monthl_y Subsidy Average Utilization’
per Unit
FY 2008 1,260,865 $587 93.7%
FY 2009 1,255,545 $610 94.2%
FY 2010 1,251,460 $635 94.7%
FY 2011 1,249,790 $665 94.9%
FY 2012 1,243,562 $676 95.1%
FY 2013 1,230,119 $680 95.2%
FY 2014 1,220,664 $696 95.2%

This request includes renewal funds for Senior Preservation Rental Assistance Contracts (SPRACs). SPRACs are included this account
because these contracts share many more similarities with Section 8 Housing Assistance Payments (HAP) contracts, including rent-
setting and rent adjustment using the Operating Cost Adjustment Factor (OCAF), than they do with the Project Rental Assistance
Contracts funded under the Housing for the Elderly account.

Contract Administration Support - $215 million

The Department proposes up to $215 million for Performance-Based Contract Administrators (PBCAs) in fiscal year 2015. These
administrators are responsible for conducting on-site management reviews of assisted properties; adjusting contract rents; and
reviewing, processing, and paying monthly vouchers submitted by owners. PBCAs are integral to the Department’s efforts to be more
effective and efficient in the oversight and monitoring of this program. During 2013, the Department re-competed awards under the
PBCA program; however, awards under this competition are currently stayed due to ongoing litigation. Obligation estimates for the
program reflects the cost of extending current PBCA contracts for a portion of fiscal year 2016, as well as the possible execution of
new contracts pending the outcome of ongoing PBCA litigation.

Cost Saving Measures

The funding request for fiscal year 2016 assumes cost savings from a legislative request related to tenant medical expense
deductions. This request would increase the amount of income that must be spent on medical expenses from 3 percent of income to

! The average percentage of contract units that are occupied by families assisted with program support.
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10 percent before medical expenses can be deducted. If this change is not approved, the fiscal year 2016 appropriations
requirement may increase.

Proposals in the Budget

This request includes several reforms and initiatives in the PBRA program, which are summarized at the end of this document. The
Department also requests several reforms across HUD’s core rental assistance programs, which are described in the Housing Choice
Voucher request. For example, the Department proposes to increase the amount of income that must be spent on medical expenses
from 3 percent of income to 10 percent before medical expenses can be deducted. In addition, the Department proposes to make
owners of PBRA properties eligible to compete for funding through the Family Self-Sufficiency (FSS) program; more information on
this program is available in the FSS request.

Tenant Outreach Activities

The Department would like to build upon and complement the work being completed under the Interagency Agreement (IAA) with
the Corporation for National and Community Services’ Americorps VISTA (Volunteers in Service to America) program by setting aside
up to $3 million for preservation-related tenant advocacy and capacity building technical assistance from PBRA appropriations
authority for “administrative and other expenses associated with project-based activities and assistance.” These funds would likely
be competed through the Community Compass (formerly OneCPD) Notice of Funding Availability and would fund tenant groups,
nonprofit groups, and public entities to support their efforts to preserve affordability and improve tenant services.

Rental Assistance Demonstration

The Department continues its Rental Assistance Demonstration (RAD) to test new preservation tools for the HUD-assisted housing
stock. The PBRA request includes renewal funding for public housing properties that converted in 2013 and 2014. Public housing
units converting in 2015 that will require renewal funds in 2016 are not reflected in this PBRA request; instead, HUD will budget for
and use its statutory authority under the Consolidated and Further Continuing Appropriations Act of 2012 (Public Law 112-55) to
transfer amounts from the fiscal year 2016 Operating Fund and Capital Fund appropriations to the PBRA account. The budget
estimates for those units include considerations like expected tenant contribution toward rent and vacancies. HUD anticipates the
possibility that marginal, unforeseen changes to factors such as tenant income may have some impact, which HUD estimates to be
small, on the ultimate cost of those units. In that event those marginal increases will be covered by funding in this account—and
those actual marginal costs reported in subsequent fiscal years’ Justifications. Further, to the extent that Rent Supplement (RS) and
Rental Assistance Payment (RAP) properties convert to PBRA under the 2™ component of RAD (under authority provided in the 2015
Appropriations Act) funding in this account may be used for the renewal of such contracts.
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2. What is this program?

The Project-Based Rental Assistance program provides rental assistance on behalf of eligible tenants residing in specific multifamily
rental developments. Project-based rental assistance is provided through contracts between the Department and owners of
multifamily rental housing. If a tenant moves, the assistance stays with the housing development (which is a major difference
between this program and the Tenant-Based Rental Assistance program in which the subsidy moves with the tenant). The amount of
rental assistance paid to the owner is the difference between what a household can afford (based on paying 30 percent of household
income for rent) and the approved contract rent for the unit. This program serves approximately 1.2 million low-income and very
low-income households that are primarily seniors, families with children, and persons with disabilities. Section 8 tenant data on
household types is summarized here:

http://portal.hud.gov/hudportal/documents/huddoc?id=Tenant Characteristics Rpt.pdf

Eligible owners include for-profit or non-profit organizations, cooperatives, Limited Liability Corporations, Limited Partnerships or
other types of joint ownership structures organized to develop and operate affordable rental housing. These properties are financed
in a similar manner to market rate rental developments, using private financing, FHA financing, private equity, or equity raised from
the sale of Low-Income Housing Tax Credits. Currently, the portfolio is leveraging close to $16 billion in FHA insurance and more
than $17 billion in private financing and equity. The owner must provide affordable decent, safe and sanitary housing units to
continue to receive project-based rental assistance.

The program'’s portfolio of 17,300 contracts generally receives high standardized physical inspection scores, consistently receiving
REAC scores of at least 85 (out of 100) on average over the last five to seven years. Many PBRA properties are located in strong
rental markets that have been preserved through the Department’s successful Mark-Up-to-Market program and other preservation
programs. The Mark-Up-to-Market Program adjusts rents to prevailing market conditions while maintaining affordability for low-
income households. Such properties frequently provide the only affordable housing opportunities within these communities. Other
PBRA properties located in less strong markets provide an important stabilizing influence to their communities, often acting as
important footholds for additional housing and other commercial neighborhood investment.

The program set-aside of $215 million for PBCAs is an important tool to administer the program in an efficient manner. PBCAs
provide direct oversight and monitoring of the program that carry out critical functions, including: (1) reducing payment errors; (2)
ensuring that the physical condition of units is maintained; and (3) ensuring timely payment of rents to property owners.
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3. Why is this program necessary and what will we get for the funds?

Addresses the need for quality affordable rental homes

The PBRA program is one of three major federal rental assistance programs for providing low-income families with decent, safe and
affordable housing. The program currently provides affordable housing for over 1.2 million families, many of whom are vulnerable
populations: 47 percent of assisted households are headed by elderly persons, 33 percent by persons with disabilities, and 26
percent by females with children. The program supports a stock of affordable housing and maintains and protects the long-term
historic federal investment in these assets, which would be costly to recreate.

Reduces the number of families with severe housing needs and reduces or prevents homelessness

Worst Case Housing Needs 2013 (forthcoming) shows that 7.7 million renter households had worst case housing needs in 2013, up
over 30 percent since 2007. Worst case needs are defined as renters with very low-incomes (below half the median in their areas)
who do not receive government housing assistance and who either paid more than 50 percent of their monthly incomes in rent, lived
in substandard conditions, or both. Housing needs cut across all regions of the country and included all racial and ethnic groups,
regardless of whether they lived in cities, suburbs, or rural areas.

Large numbers of worst case needs are found among various household types served by PBRA, including families with children,
senior citizens, and persons with disabilities. PBRA funding directly reduces worst case housing needs. Without assistance, housing
costs would effectively diminish the already limited incomes of these families, even for necessities such as utilities, food, health care,
child care, education and transportation costs. Many would be placed at risk of homelessness.

Preserves the affordability and condition of privately owned rental housing

PBRA supports a stock of long-term affordable rental housing for the lowest-income American families. This is increasingly important,
as the private stock of rental housing that is affordable to the lowest income families has actually been shrinking. HUD’s estimates in
Worst Case Housing Needs 2013 (forthcoming) reveal that only 65 affordable units are available nationwide per 100 very low-income
renters, and 39 units per 100 extremely low-income renters. Without project-based rental assistance, the gap in affordable and
available rental housing would worsen further to as few as 59 units per 100 very low-income renters and 31 units per 100 extremely
low-income renters.

Without this assistance, many projects would either convert to market with potentially large rent increases that the current families
would not be able to afford, or alternatively would not be able to generate sufficient rental income to continue to be maintained in
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good condition. In addition, without ongoing rental income, some projects may be unable to continue payments on existing debt,
including mortgages insured by FHA, or mortgages backed by bonds issued by state housing finance agencies.

Expands choices of affordable rental homes located in a broad range of communities

The preservation of affordable units assures that units will continue to become available in a wide range of housing markets
throughout the nation as vacancies occur. Many projects are located in good neighborhoods, where low-income families would
otherwise be unable to find affordable housing, while other projects serve as anchors providing well-maintained properties in areas
that might experience downward investment. Many projects also provide badly needed affordable housing in rural areas, as some
projects were developed with financing through the USDA Rural Housing Service’s Section 515 Multifamily program.

PBRA'’s spillover benefits to local communities and economies

Multifamily housing assisted by PBRA stabilizes neighborhoods and contributes to local economic bases. PBRA housing provides
employment, increases buying power of assisted tenants to support local businesses, and increases local tax bases. The PBRA
program, through its 17,300 contracts with owner landlords, directly contributes to job creation and retention in the fields of
property management, maintenance, administration, general construction, contract vendors such as landscapers, exterminators,
security guards, snow removers, equipment servicers, legal representation and property insurance providers.

In addition to local revenue generation and job retention associated with ongoing project operation, the PBRA program is also a
redevelopment and preservation tool for private owners of low-income multifamily rental housing. PBRA contracts act as a critical
credit enhancement for project financing, allowing owners to leverage private debt and equity to permit project refinancing and
recapitalization. Such transactions require owners to hire architects, surveyors, construction contractors as well the professional
services of consultants and attorneys to complete the work. The periodic refinancing of the debt underlying projects assisted by
PBRA generates significant capital available for investment in construction repairs and improvements. If funding for the PBRA
program is not provided, the value of this underlying debt to both FHA and private lenders as well as existing equity in the physical
structures could be severely eroded, contributing to significant loss of privately held wealth and community investment.

4. How do we know this program works?

PBRA has maintained a stock of long-term affordable rental housing for the lowest-income American families while a long-term
affordable housing shortage was growing increasingly severe. The number of very low-income renters increased by 18 percent
between 2003 and 2013 (from 15.7 to 18.5 million households) while the number of affordable units for these renters decreased by
10 percent (from 20.0 to 18.0 million units). In the face of this affordable rental crisis, PBRA continues to account for over 6 percent
of the nation’s affordable housing stock for very low-income renters.
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Project Based Section 8 Tenant Characteristics

Who Does PB Section 8 Serve? Who are PB Section 8 Tenants? Head of Household Characteristics
The Project Based Section 8 program serves | The PB program serves a diverse demographic mix.
2.11 million Americans and 1.2 million 56% of residents are in a minority group e Female Headed Families with
households. White, Black | Hispanic | Asian/P.I. | Nat. children - 26%
n?n- ) American e Elderly - 47%
Percentage of PB Section 8 by E;So/l:amc 35% | 15% 5% 1% * Non-elderly disabled - 33%
Eamilu Civa

% 85 or older

% 62 or older

% 51to 61

% 25 to 50

% 24 or younger

Income Levels of Assisted Households Household Incomes Compared to their Local Area
Tenants make an average gross income of $11,639. Median Income*
Distribution of PB Section 8 Household's Income % Extremely Low Income (Less than 30% AMI) 76%
$0 - $20,000 per year 89%
More than $20,000 per year 11% Very Low Income (30% to 50% AMI) 19%
The average household income was 22% of the local area median income. | LoW Income (50% to 80% AMI) 5%

Notes: HUD's income limits are adjusted based on actual median incomes for the state and locality (metropolitan area).

*30 percent of AMI is approximately $19,170 per year for a 4-person household, (national estimate - adjusted based on actual state
and local incomes) and $13,420 for a single person. Note, that the US national poverty guideline for 2014 was set at $23,850 for a
4-person household (the guidelines are not adjusted locally, but provide a single limit for the 48 contiguous states and DC).
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Multifamily for Tomorrow Initiative

During fiscal year 2016, the Office of Multifamily Housing will complete the business improvements facilitated by the business re-
engineering initiative called Multifamily for Tomorrow. This initiative improved performance efficiencies in our oversight and
monitoring of projects assisted by Section 8 Project-Based Rental Assistance. Multifamily for Tomorrow has refocused monitoring of
the assisted portfolio to ensure the performance of critical functions essential to the effective management of the portfolio. The
initiative introduced streamlined oversight tasks for projects that are identified as low risk, high performers and identified
opportunities for elimination of tasks that are redundant, unnecessary or do not contribute to ensuring quality performance of the
Section 8 Project-Based portfolio.

As part of Multifamily for Tomorrow, staff has rated all Multifamily assets, including assets assisted with PBRA, in order to prioritize
by risk and allocate the most staff resources to the riskiest assets. Assets are rated troubled, potentially troubled, or not troubled.
Staff in the Office of Asset Management and Portfolio Oversight are asked to prioritize time and energy spent on the riskiest troubled
assets and allocate less time to low-risk assets. We expect that the process improvements introduced and institutionalized as part of
the Multifamily for Tomorrow will position the Office of Multifamily Housing to effectively administer the Section 8 program at current
staffing levels, and that the enhancements to business processes introduced by the initiative would allow for continued effective
program administration at FTE levels below our current level.

The Multifamily for Tomorrow initiative builds on the success of portfolio rating by moving to an Account Executive Model. The
Account Executive Model has shifted the previous Project Manager focus to managing potentially troubled (managed by Senior
Account Executives) and not troubled (managed by Account Executives) assets, including those with PBRA assistance. The Account
Executive Model will include an Asset Resolution Specialist position that will focus a specialized skill set and knowledge base on
troubled assets (including PBRA-assisted assets). This increased focus will allow Multifamily experts to better manage risk in the
PBRA programs and mitigate risk to the Department’s insurance fund and mission, while Account Executives manage low-risk assets.

Monitoring and Oversight

The Office of Asset Management and Portfolio Oversight utilizes all available tools to ensure owners receiving federal project-based
rental assistance are maintaining and providing quality affordable housing and accomplishing the mission of the Department. The
tools include: risk-based multifamily portfolio management, oversight of physical inspections and financial reporting for all properties,
litigation for landlord and/or property management violations and tenant relocation, and the continued innovation of technology,
policies, and procedures to ensure the Department’s multifamily portfolio is providing safe and quality affordable housing and
prevent owner abuse of federal subsidy.
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As described above, Multifamily for Tomorrow initiated a shift to risk-based portfolio management and provided the necessary
training to help Department staff manage the Multifamily portfolio by risk. Account Executives rate all assets in their portfolios and
respond accordingly based on risk level. Account Executives must identify and implement an Action Plan corresponding to the issues
at a given asset for all assets rated Troubled and Potentially Troubled. Multifamily Headquarters conducts monthly calls with Account
Executives and field office management to discuss resolution strategies and to reinforce the rating process. The Department holds
quarterly calls with top Loan Servicers to discuss problem properties/owners and triangulate with internal information to ensure
troubled properties are monitored holistically and discuss potential resolution strategies. This multi-faceted risk-based approach is
indicative of the Department’s exhaustive efforts to ensure HUD's project-based rental assistance supports Owners/Management
Agents providing quality affordable housing.

Multifamily Housing also protects its PBRA investments with the assistance of the Real Estate Assessment Center (REAC) and the
Departmental Enforcement Center (DEC). REAC monitors both the physical and financial condition of the assets to identify and
address physical and financial issues immediately. If a property receives a physical inspection score below 30, it is automatically
referred to the Departmental Enforcement Center (DEC) and the Owner is flagged in the Active Partners Performance System
(APPS).

The Department has mandated the use of the Enterprise Income Verification (EIV) system by all Multifamily Housing Owners and
Management Agents to verify annual income and benefit information in making rental housing subsidy determinations. The EIV
system increases the efficiency and accuracy of income and rent determinations, reduces incidents of underreported and unreported
household income, removes the barriers to verifying tenant-reported income, and addresses material weaknesses in an owners’
reexamination process and program operations. The EIV system also assures that more eligible families are able to participate in the
program, reduces improper payments, and ensures that the right people receive the right amount of assistance at the right time.
Contract Administrators are required to use the EIV system in the performance of Management and Occupancy Reviews, the purpose
of which is to identify and reduce errors in the administration of HUD rental assistance programs, thereby reducing the number and
amount of improper payments of HUD subsidies. The Department continually improves and makes modifications to the EIV system
and occupancy requirements to ensure tenants receive the proper benefits and maintain accurate reporting.

Integrated Budget Forecasting Model (iBFM)

In fiscal year 2015, systems changes have been fully effectuated within the Integrated Budget Forecasting Model (iBFM) which will
enable the transition of Section 8 Project Based Rental Assistance (PBRA) program needs to a calendar year (CY) funding cycle. New
modifications to the Transaction Funding and PBRA Forecasting modules within iBFM provide HUD staff the ability to specify different
funding durations for contracts with different “renewal cycle anniversary” or shortfalls months, and will aggregate funding amounts
to coincide with the calendar Year funding model.
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The new iBFM functionality will allow HUD to accurately and efficiently manage the budgetary aspects of the PBRA program, via
three significant enhancements:

1) Refined, more precise iBFM calculations relative to calendar year funding (or potential “short funding” scenarios). This
includes expanding and enhancing user input parameters to enable iBFM to calculate, forecast, and report budget authority
needs for partial months and for various subsets of Project Based Rental Assistance (PBRA) contracts.

2) Added predictability for the number, and type, of out-year contract expirations that are likely to renew for only one year.
3) Forecasting and funding functionality for each contract, by month, for the unique renewal cycle month or anniversary date.

5. Proposals in the Budget

e Pay for Success. The Department proposes a general provision that would establish a Pay for Success demonstration that
allows the Department to enter multi-year agreements to repay private investors who provide upfront funding for energy
efficiency retrofits of HUD-assisted housing. (Sec. 230)

e Other Preservation Strategies. The Department proposes a general provision that would facilitate the refinance and
recapitalization of projects that have use agreements imposed by the Low-Income Housing Preservation and Resident
Homeownership Act (LIHPRHA). This proposal will align owner distribution and prepayment policies in LIHPRHA-governed
properties with other PBRA-assisted properties in order to facilitate preservation transactions. (Sec. 231)
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HOUSING
PROJECT-BASED RENTAL ASSISTANCE
Summary of Resources by Program
(Dollars in Thousands)

2014 Budget caéﬁ?ﬁier 2014 Total 2014 2015 Budget cag¥§gter 2015 Total 2016

Budget Activity Authority Into 2014 Resources obligations Authority Into 2015 Resources Request
Contract Renewals and

Amendments ........... $9,651,628 $223,596 $9,875,224 $9,613,292 $9,520,000 $261,933 $9,781,933 $10,545,000
Contract Administrators 265,000 73,705 338,705 253,080 210,000 85,625 295,625 215,000
Tenant Resources

Network .............. - 5,070 5,070 2,000 . 3,070 3,070
Vouchers for Disaster

Relief - (P.L.

111-32) .oiiii i A 650 650 - - 650 650
Rental Assistance

Demonstration ........ 1,386 e 1,386 1,270 - 115 115
Transformation

Initiative Transfer .. . . . . . e . 20,000

Total .....vvvvvnnnn. 9,918,014 303,021 10,221,035 9,869,642 9,730,000 351,393 10,081,393 10,760,000

Note: Total resources for fiscal year 2014 Contract and Renewals include $44 million from recaptures realized in 2014, and a

$295 thousand prior-year adjustment. It includes $1.386 million transferred from the Public Housing Fund and Capital Fund for the
Rental Assistance Demonstration (RAD). Of the Renewal and Amendment carryover, $44.8 million is for Moderate Rehablitaion
units, and $12.9 million is for Single Room Occupancy units.

Fiscal year 2015 Resources and obligations exclude $15 million in spending authority from anticipated offsetting collections and an
estimated $63 million transfer from the Public Housing Fund and Capital Fund for the Rental Assistance Demonstration (RAD). When
the additional resources are added, estimated Total Resources and FY 2016 obligations will be $10.964 billion. This number does not
reflect an estimated transfer to the Transformation Initiative (TI) account that may be up to 0.5 percent or $20 million, whichever is
less, of Budget Authority.
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HOUSING
PROJECT-BASED RENTAL ASSISTANCE
Appropriations Language

The fiscal year 2016 President’s Budget includes proposed changes in the appropriation language listed and explained below. New
language is italicized and underlined, and language proposed for deletion is bracketed.

For activities and assistance for the provision of project-based subsidy contracts under the United States Housing Act of 1937 (42
U.S.C. 1437 et seq.) ("the Act"), not otherwise provided for, [$9,330,000,000] $10,360,000,000, to remain available until
[expended] September 30, 2018, shall be available on October 1, [2014] 2015 (in addition to the $400,000,000 previously
appropriated under this heading that became available October 1, [2014] 2015), and $400,000,000, to remain available until
[expended] September 30, 2019, shall be available on October 1, [2015] 2016: Provided, That the amounts made available under
this heading shall be available for expiring or terminating section 8 project-based subsidy contracts (including section 8 moderate
rehabilitation contracts), for amendments to section 8 project-based subsidy contracts (including section 8 moderate rehabilitation
contracts), for contracts entered into pursuant to section 441 of the McKinney- Vento Homeless Assistance Act (42 U.S.C. 11401), for
renewal of senior preservation rental assistance contracts, as authorized by section 811 (e) of the American Housing and Economic
Opportunity Act of 2000, as amended (12 U.S.C. 1701qg note), for renewal of section 8 contracts for units in projects that are subject
to approved plans of action under the Emergency Low Income Housing Preservation Act of 1987 or the Low-Income Housing
Preservation and Resident Homeownership Act of 1990, and for administrative and other expenses associated with project-based
activities and assistance funded under this paragraph: Provided further, That of the total amounts provided under this heading, not
to exceed [$210,000,000]$215,000,000 shall be available for grants or cooperative agreements under such terms and procedures as
determined by the Secretary and in accordance with section 204 of this title for performance-based contract administrators for
section 8 project-based assistance, for carrying out 42 U.S.C. 1437(f): Provided further, That the Secretary of Housing and Urban
Development may also use such amounts in the previous proviso for performance-based contract administrators for the
administration of: interest reduction payments pursuant to section 236(a) of the National Housing Act (12 U.S.C. 1715z-1(Q)); rent
supplement payments pursuant to section 101 of the Housing and Urban Development Act of 1965 (12 U.S.C. 1701s); section
236(f)(2) rental assistance payments (12 U.S.C. 1715z-1(f)(2)); project rental assistance contracts for the elderly under section
202(c)(2) of the Housing Act of 1959 (12 U.S.C. 1701q); project rental assistance contracts for supportive housing for

persons with disabilities under section 811(d)(2) of the Cranston-Gonzalez National Affordable Housing Act (42 U.S.C. 8013(d)(2));
project assistance contracts pursuant to section 202(h) of the Housing Act of 1959 (Public Law 86—-372; 73 Stat. 667);

and loans under section 202 of the Housing Act of 1959 (Public Law 86—-372; 73 Stat. 667): Provided further, That amounts
recaptured under this heading, the heading "Annual Contributions for Assisted Housing", or the heading "Housing Certificate Fund",
may be used for renewals of or amendments to section 8 project-based contracts or for performance-based contract administrators,
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notwithstanding the purposes for which such amounts were appropriated: Provided further, That, notwithstanding any other
provision of law, upon the request of the Secretary of Housing and Urban Development, project funds that are held in residual
receipts accounts for any project subject to a section 8 project-based Housing Assistance Payments contract that authorizes HUD or
a Housing Finance Agency to require that surplus project funds be deposited in an interest-bearing residual receipts account and that
are in excess of an amount to be determined by the Secretary, shall be remitted to the Department and deposited in this account, to
be available until expended: Provided further, That amounts deposited pursuant to the previous proviso shall be available in addition
to the amount otherwise provided by this heading for uses authorized under this heading. (Department of Housing and

Urban Development Appropriations Act, 2015.)
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HOUSING
FHA--MUTUAL MORTGAGE INSURANCE FUND
2016 Summary Statement and Initiatives
(Dollars in Thousands)

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

MGMT. HOUSING INSURANCE FUND Request Carryover Rescission Resources obligations outlays
2014 Appropriation ................ $127,000 $39,0392 e $166,039 $123,190 $103,420
2015 Appropriation ................ 130,000 42,849 - 172,849 172,849 143,334
2016 REQUEST +vvvvviernninnennnnnn 174,000 . . 174,000 172,678 143,069
Program Improvements/Offsets ...... +44,000 -42,849 - +1,151 -171 -265

a/ Carryover includes $34.19 million carried forward into FY 2014 and $4.85 million of recaptures during FY 2014.

b/ This number includes an estimated transfer to the Transformation Initiative (TI) account of $1.32 million of budget authority. In addition, the 2016 Budget
proposes an administrative support fee estimated to produce $30 million in offsetting collections. This fee will fund enhancements to FHA Single Family’s risk
management approach. Such initiatives could include increased quality assurance sampling or implementation of additional tools to ensure optimal asset
disposition or the creation of in-house capabilities to model the portfolio’s future performance.

1. What is this request?

For fiscal year 2016 the Budget requests $174 million in support of the Mutual Mortgage Insurance (MMI) Fund, the largest fund
covering activities of the Federal Housing Administration (FHA). Since 1934, mortgage insurance provided by FHA has made
financing available to individuals and families not adequately served by the conventional private mortgage market. Through MMI,
the Department offers several types of single family forward mortgage insurance products and Home Equity Conversion Mortgages
(HECMs) for seniors. Activity for the Cooperative Management Housing Insurance (CMHI) Fund — which insures mortgages for
multifamily cooperatives — is reported together with MMI.

The fiscal year 2016 Budget request will enable FHA to continue its mission of providing access to mortgage credit for families with
low and moderate wealth, and to play an important counter-cyclical role in the continued stabilization and recovery of the nation’s
housing market. By facilitating the availability of vital liquidity through a variety of HUD-approved lenders, including community
banks and national credit unions, FHA has made a number of achievements including:

e Helping over 3.9 million families buy a home since President Obama took office.

e Providing credit access to more than 480,000 first-time buyers in fiscal year 2014, representing over 81 percent of FHA
purchase loan endorsements. It is likely that many of these families would otherwise not have been served by the
conventional mortgage market.
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e FHA accounted for 47 percent of purchase mortgage financing for Black or African-American and Hispanic borrowers (per
2013 HMDA data).

e The number of first time homebuyers that FHA has supported over the past three years now totals 1.6 million.

e Through its streamline refinance option, FHA helped 115,000 families reduce their monthly housing costs by an average of
$200 per month, for an annual savings of $2,400 per family.

e FHA also helped more than 477,000 families avoid foreclosure this past year through its loss mitigation home retention
servicing tools.

Managing in a challenging mortgage market - FHA’s share of the mortgage market dropped to a low of 3.1 percent of loan
originations (by count) in 2005 and then rose to a peak of 21.1 percent in 2009. Since then, FHA's share of new mortgage
originations has come down to under 22 percent. FHA’s core home-purchase loan activity in fiscal year 2014 declined to a level
comparable to 2004 (594,997 vs. 586,110 homebuyers, respectively), and was less than the level of FHA activity from 1998 through
2002. FHA's current market share remains above 1990s levels only because the continuing tight credit market increases the number
of underserved borrowers.

In addition to facilitating affordable access to homeownership opportunities, FHA continues to make it a priority to minimize losses to
the MMI Fund by assisting homeowners through early delinquency intervention, loss mitigation programs, and specific joint efforts
with the Department of Treasury, including: the Home Affordable Modification Program and the FHA Short Refinance program for
underwater borrowers with conventional loans. Over fiscal years 2014 and 2015, FHA has 1-year goals of assisting 275,000
homeowners through early delinquency interventions and 110,500 homeowners through loss mitigation programs, with an additional
goal of having at least 92 percent of loans receiving this assistance to be current on their mortgages for at least 6 months. For fiscal
year 2014, FHA fell slightly short of its early intervention, but far exceeded the permanent loss mitigation program tools utilized, and
499,945 homeowners were assisted in total. Through the end of fiscal year 2014, 92.43 percent of loans that received assistance
remained current for at least 6 months.

Performance Indicator FY14/15 Goal FY14/15 Outcome
Homeowners assisted through early delinquency FY 14: 275,000 | FY 14: 268,266
intervention (<90 days in default, individual cases) FY 15: 275,000 | FYTD 15: 55,503
Homeowners assisted through FHA loss mitigation FY 14: 110,500 | FY 14: 231,679
programs (individual cases) FY 15: 110,500 | FYTD 15: 27,579
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The fiscal year 2016 request for MMI includes four components:

Commitment authority for up to $400 billion in new loan guarantees. The fiscal year 2016 Budget requests $400 billion in
loan guarantee limitation, which is to remain available until September 30, 2017. This limitation includes sufficient authority
for insurance of single family mortgages, mortgages under the HECM program, and the FHA Short Refinance program. Total
loan volume projected for all MMI programs for fiscal year 2016 is $189.0 billion. Of that total, $173.6 billion is estimated for
standard forward mortgages, $15.1 billion for Home Equity Conversion Mortgages (HECM), and $300 million for FHA Short
Refinances. The size of the request and 2-year availability for this commitment authority reduces the likelihood of program
disruption under a continuing resolution or greater than expected volume.

Negative Subsidy Receipts. The $189.0 billion in loan volume projected for the entire MMI portfolio in fiscal year 2016 is
expected to generate $6.5 billion in negative subsidy receipts, which are transferred to the MMI Capital Reserve account,
where they are available to cover any projected cost increases for the MMI portfolio.

Appropriations for Administrative Contracts. The Department requests an appropriation of $174 million, offset by estimated
collections of $30 million from a new administrative fee charged to lenders. The appropriation requested reflects an increase
of $44 million from the fiscal year 2015 appropriation. The additional resources will fund enhancements to administrative
contract support, FHA staffing and information technology. The request asks for a transfer of up to $30 million from this
account to the Office of Housing Salaries and Expenses account and the Information Technology Fund. Any funds transferred
will be used for FHA salaries and expenses and information technology purposes.

Commitment authority for up to $5 million in direct loans to facilitate single family property disposition. The loan authority
requested would provide short-term purchase money mortgages for non-profit and governmental agencies. It would enable
these entities to make HUD-acquired single family properties available for resale to purchasers with household incomes at or
below 115 percent of an area’s median income. This program has been infrequently utilized in recent years due to the
shortage of state/local government subsidies needed to offset participant’s development costs associated with administering
the program. Nonetheless, the program remains a valuable tool for HUD supporting affordable homeownership opportunities
in distressed communities while responsibly managing its real estate owned (REQ) inventory of properties.

2014 Enacted 2015 Enacted 2016 Request Increase/

Decrease

Loan Guarantee Commitment Limitation | $400,000,000,000 | $400,000,000,000 | $400,000,000,000
Direct Loan Limitation $20,000,000 $20,000,000 $5,000,000 | -15,000,000
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2. What is this program?

FHA has insured over 41 million home mortgages since 1934. In exchange for adherence to strict underwriting and application
requirements established by HUD and the payment of insurance premiums, HUD-approved lenders are able to file claims with FHA
when a borrower defaults. Mortgage insurance premiums and specific terms for claim payments vary by program. FHA insurance has
played a key role in mitigating the effect of economic downturns on the real estate sector, as FHA plays a counter-cyclical role,
providing access to mortgage credit during periods of constriction in credit markets. The FHA includes a strong loss mitigation
program. Through the recession, FHA has provided key support for the national mortgage market and is mitigating the foreclosure
crisis and the overall economic downturn.

As of September 30, 2014, the MMI insurance portfolio included 7.9 million loans with an unpaid principal balance exceeding

$1.1 trillion. FHA mortgage insurance enhances a borrower’s credit and provides banks with better access to capital markets, most
notably through Ginnie Mae securities. FHA has long been a valuable resource for enabling the purchase of a first home, especially
among minority and low-income families. FHA loans are highly attractive to borrowers who are credit-worthy but have difficulty
assembling a large down payment or securing conventional financing. In its continuing effort to aid homebuyers, the FHA has
announced in January 2015 that it will reduce the annual premiums new borrowers will pay by half a percent. This action is
projected to save more than two million FHA homeowners an average of $900 annually and spur 250,000 new homebuyers to
purchase their first home over the next three years.

For budgetary purposes, the programs of the MMI Fund are broken into three risk categories (Forward Mortgages, FHA Short
Refinances (Refi), and HECM), each are discussed below:
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MMI Forward Mortgage Endorsements
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Forward Mortgage Insurance and Guaranteed Loans. Single family programs provide mortgage insurance for the purchase and
refinance of homes with one to four units. Loan products under this category include Section 203(b)s, condominiums, homes
purchased on Indian and Hawaiian lands, and rehabilitation loans (Section 203(k)). Maximum mortgage amounts insured by FHA are
calculated annually by HUD and are generally tied to 115 percent of the median house price in each county.

With 86.3 percent of the total $148.8 billion in insurance endorsements for the MMI Fund under Section 203(b) during fiscal year
2014, the single family 203(b) program is the largest FHA insurance program authorized under Section 203(b) of the National
Housing Act.

FHA endorsement activity peaked in fiscal year 2009, when monthly volume surpassed $25.8 billion. From this peak, FHA’s annual
forward mortgage endorsement volume dropped markedly in 2011 and 2012, but then increased in 2013 because of a large volume
of refinance activity. Current estimates show that forward mortgage volume will hold constant at roughly $135 billion for fiscal years
2014 and 2015, and rising to $174 billion in fiscal year 2016. The current activity counts for FHA’s core home-purchase business are
comparable to levels experienced in the mid-1990s and lower than the experience of the 1998-2002 periods that preceded the
recent boom-bust cycle.
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203(b) Endorsement Volume by Loan Type
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FHA Short Refinance. In fiscal year 2010, HUD and the Department of Treasury announced enhancements to FHA's refinance
program that give a greater number of responsible borrowers the opportunity to remain in their homes. The enhancements were
designed to maintain homeownership by borrowers who owe more on their mortgages than the value of their homes with
opportunities to refinance into an affordable FHA loan. This program allows a borrower, whose mortgage is current, to qualify for an
FHA refinance loan, provided that the lender or investor writes off the unpaid principal balance of the original first lien mortgage by
at least 10 percent. FHA will accept applications for this program through the end of calendar year 2016.

HECM. FHA's HECM program provides senior homeowners age 62 and older access to FHA-insured reverse mortgages which enable
seniors to access equity in their homes to support their financial and housing needs as they age. The HECM program fills a special
niche in the national mortgage market and offers critical opportunities for the nation’s seniors to utilize their own assets and
resources to preserve their quality of life. The HECM program provides options to seniors to access their equity through monthly
payments, draws from a line of credit, or one-time draw at close. Unlike a forward mortgage, the HECM borrower does not make
payments on the loan and the loan does not become due and payable until the last remaining mortgagor no longer occupies the
property or fails to comply with other requirements of the loan such as payment of property taxes and insurance.

During the housing crises, seniors were significantly impacted by the recession and falling home prices and, as with Forward
Mortgages, risk to the MMI Fund increased. Since the passage of the Reverse Mortgage Stabilization Act in 2013, FHA has
implemented several changes to strengthen and enhance the HECM program. These changes include limiting upfront draws, changes
to the mortgage insurance premium structure to encourage lower initial draws and a shift to Adjustable Rate HECMs which
encourage borrowers to access funds as they need them, preserving equity to support them over time. Effective March 2, 2014 a

24-6



Mortgage and Loan Insurance Programs — MMI/CMHI Account

Financial Assessment will be required for all HECM Mortgagors. This is a similar process to the underwriting which is required for
Forward mortgages, but emphasis is on analyzing the HECM borrower’s ability and willingness to pay the required property taxes and
insurance and to determine if the HECM is a sustainable solution for the senior. Additional changes were implemented in August,
2014 to address litigation risk related to non-borrowing spouse issues for new HECM originations; additional changes are scheduled
for publication in 2015 to expand alternative solutions for HECMs with case numbers assigned prior to August 4, 2014.

There are many studies that highlight the impact that increased longevity, rising health care and other costs, fewer defined benefit
pension programs and diminished investment values have had on senior’s income and savings. HECMs provide a viable option to
access equity in their homes. Due to the housing crises and lack of available private sector products, FHA has provided a critical
counter-cyclical role in this market, as it has with Forward loans, providing access to credit for seniors.

Since the program inception in 1989 through fiscal year 2014, FHA has endorsed 890,693 loans. Volume increased significantly from
2005 to 2009. Since then, endorsements have declined from a high of 114,640 to an estimated 51,617 in fiscal year 2014. This
decline in production reflects market pressures and FHA policy changes that better manage risk and ensure the program is
sustainable for seniors.

HECM Program - Loans Endorsed
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The HECM program was introduced as a “demonstration” program in 1987 and became a permanent HUD program in 1998.

Eventually in 2006 a statutory aggregate cap of 275,000 HECM loan guarantees was put in place. It has been necessary to lift this
cap on an annual basis through the appropriations process. In addition to requesting commitment authority for HECM, the Budget
will again propose permanently lifting the cap of 275,000 loan guarantees to provide further stability for the HECM program. This
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change supports the significant improvements that have been made to the program to reduce risk to the MMIF and to ensure
responsible lending to seniors.

The January 2015 reduction of annual MIP levels by 0.5 percent for single family FHA loans with terms greater than 15 years
contributes to home affordability and therefore is expected to drive more volume to FHA in the short-term. The reduction in annual
MIP was possible due to the aggressive risk management actions taken over the last several years. With over $21 billion in
economic net worth created over the last two year, and improvements in key metrics such as seriously delinquent rates, recovery
rates and foreclosure starts, the fund is on a positive trajectory.

3. Why this program is necessary and what will we get for the funds?

FHA provides mortgage insurance on single family mortgage loans made by FHA-approved lenders throughout the United States and
its territories. FHA's single family mortgage insurance program supports our nation’s housing recovery by meeting the needs of
borrowers facing difficult economic conditions, such as declining property values and shrinking credit markets. FHA remains active
and viable in all markets during times of economic disruption, playing an important counter-cyclical role until private capital returns
to its normal levels. FHA will continue to meet the needs of many first time and minority homebuyers who—-without the FHA
guarantee—may otherwise find mortgage credit to be prohibitively costly or simply unavailable.
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FHA Supports Mortgage Lending During Crisis
FHA As Share of Quarterly Mortgage Originations by Type (Percent)

!'Ilji

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
Fiscal Year

__ 400
35.0

30.0

25.0

20.0
15.0

10.0

5.0

Share of Mortgage Originations (%

I Home Purchase mmmm Refinance Combined

Source: US Department of HUD/FHA and Mortgage Bankers Association of America; analysis by HUD/FHA.

Commitment Authority and Subsidy Projections

The fiscal year 2016 Budget request will provide the commitment authority and administrative funding for FHA to continue its
important work.

Below is a table indicating loan commitment volumes, credit subsidy rates, and subsidy obligations for each MMI risk category in
fiscal years 2015 and 2016. Credit subsidy rates represent the projected net cost (positive credit subsidy) or savings (negative credit
subsidy) to the government of operating a loan guarantee program, and take into account projected claims, pre-payments, premium
revenue, and recoveries on defaults for a cohort of loans over their lifetime. For more information on credit subsidy calculation
please see the Notes section.

Estimates of single family commitment volume are calculated using both empirical inputs such as recent loan application volume and
endorsement trends, as well as a variety of assumptions regarding expected condition in the housing and credit markets, interest
rates, historic seasonal adjustment, and anticipated effect of program changes. These estimates are also very sensitive to other
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factors that cannot be readily anticipated or predicted, such as economic or fiscal policy changes. Even model variations in market
trends or economic assumptions can result in significant changes in actual program demand and commitment volume.

v Proos rv 2016
FY 2014 FY 2015 2015 Subsidy FY 2016 FY 2016 Subsidy
CATEGORY . . . .
(in millions) Endorsements Estimate CSR Receipts Estimate CSR Receipts
MMI Purchase and Refinance $135,087 $134,707 -6.58% ($8,864) $173,600 -3.70% ($6,423)
MMI HECM 13,534 15,860 -0.40% (63) 15,138 -0.69% ($104)
FHA Short Refinance 192 300 0.00% 300 0.00%
Totals $148,813 $150,867 -5.92% ($8,927) $189,038 -3.45% ($6,527)

Administrative Contract Appropriations

The $174 million request for fiscal year 2016 will provide funding for contracts necessary in the administration of FHA programs,
operating under MMI and GI/SRI. This request will fund activities including, but not limited to: insurance endorsement of Single
Family mortgages, construction inspections on multifamily projects, the required annual FHA independent actuarial review and
financial audit, management and oversight of asset disposition, risk analysis, accounting support, and assistance with claims and
premium refund processing. The $44 million increase over the fiscal year 2015 appropriation is needed to fund improvements in risk
management and mitigation. These new and expanded initiatives will allow FHA to incorporate lessons learned from the recent
financial crisis to better protect the insurance fund and further promote operational efficiencies through the leveraging of tools to
ensure optimal level asset disposition pricing; leveraging of vendors to ensure appropriate depth and breadth of Quality Control
reviews; and development of risk analytics and modeling capabilities independent of actuarial review.

The benefits to be derived from these initiatives include the ability to: 1) appropriately set reserve prices to ensure optimal outcome
whether a short sale, claims without conveyance of title, or REO disposition path is chosen; 2) leverage an external quality control
vendor to add re-verification processes and absorb variations in quality control sample sizes without taxing our already limited staff;
3) analyze portfolio risk, leverage external research and data on market trends, and enable more comprehensive and rapid policy
change analysis in response to changing market dynamics; and 4) improve recovery rates for defective loans.

These initiatives are explained in detail below.

Quality Assurance/Compliance

FHA relies on private-sector lenders and servicers to underwrite and service endorsed loans. Occasionally, these lenders and
servicers have operational failures that increase the likelihood of default and, thus, the likelihood of FHA having to pay a claim. When
FHA detects a major operational failure, FHA generally requests that the associated lender or servicer to indemnify the MMI Fund for
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any claims paid or seeks other enforcement actions against that lender or servicer. FHA detects these failures through its quality-
control and quality-assurance programs; wherein FHA reviews a subset of loan files, looking for errors made by its lenders and
servicers. Over the past few years, FHA has significantly improved its enforcement policies and practices.

FHA's lenders and servicers work hard to avoid major operational failures, because indemnifying FHA for losses is very costly;
however, some instances of failure will always remain. As such, because FHA's quality assurance efforts are focused on primarily
defaulted loans, lenders curtail the amount they lend to high-risk populations to mitigate potentially higher indemnification costs.
Unfortunately, it is precisely those high-risk populations that FHA seeks to help in fulfilling its mission to provide affordable housing
to those most in need.

Earlier feedback on a statistically relevant sample of non-adverse loans will ensure that FHA understands the loan quality risk
embedded in its portfolio before loans start to default and allow lenders to take actions to resolve operational issues contributing to
loan quality issues before they build up several years’ worth of exposure.

Currently, FHA has the capacity to review approximately 35,000 loans annually. This capacity is distributed largely to a risk-based
sample of early defaulted loans. FHA believes it must increase its capacity to approximately 100,000-150,000 loans annually to
ensure sufficient early reviews of a statistically relevant sample of endorsed loans, as well as still sampling early defaulted loans
which are more likely to have defects. Without increased funding, FHA sampling will not be able to increase at the level needed for
robust risk management.

Portfolio Analytics

As FHA works to improve and strengthen its capability for detecting and mitigating front and back end portfolio risks, access to
timely and decision useful data is key. Essential to FHA’s risk management strategy is its ability in fiscal year 2016 to procure
comprehensive services and tools that allow the Office of the Chief Risk Officer to model risk at the portfolio levels and to perform
data analysis to identify key credit risk drivers, segmentation profiles and emerging trends in credit and operational risk. In addition,
the future state of FHA's risk and fraud detection business environment calls for continuing work on the integration of FHA's risk and
fraud tools with its credit score card. The benefits to be derived from these services include improved cash flow projections, better
accuracy in budget inputs and subsidy modeling, reduced claims against the capital reserve and informed executive decisions and
policies that are supported by healthier data.

Automated Valuation Model (AVM) and Broker’s Price Opinion (BPO) to support Real Estate Owned (REO) Property Values

Traditionally, the Federal Housing Administration’s (FHA) initial list price for its real estate-owned (REO) property is based solely on
an appraisal. Based on discussions with other stakeholders, FHA has learned that other market holders of REO properties establish
the list price of their REO properties based on at least two valuation tools (Appraisal and/or Automated Valuation Model (AVM) ,
Broker’s Price Opinion (BPO), etc.). FHA has conducted pilots in the Santa Ana Homeownership Center (HOC) and the Atlanta HOC
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to test the price variance by establishing the list price of their REO properties based on at least two valuation tools, and initial results
indicate that in certain markets, appraisals are lagging the market, which has resulted in FHA not maximizing its recovery rates. The
pilots have resulted in offers of approximately 104 percent of appraised value, compared to 93 percent nationally. This suggests
that expanding these tools and approach could lower losses to MMIF significantly, perhaps by as much as10 percent for REO
dispositions.

4. How do we know this program works?

FHA single family insurance is known to work, not only because it provides a counter-cyclical backstop, but also because it:

1) increases liquidity for mortgage lending, including mortgage lending for low wealth families; 2) serves as a primary source of
mortgage credit for minority and first time homebuyers; and 3) has key features that provide consumer protections that were lacking
in much of the private lending leading up to the mortgage market collapse.

FHA continuously monitors and evaluates the results of its programs and updates its policies as necessary, taking into consideration
product performance as well as market forces. To address current and difficult conditions in the housing market, aid homeowners,
and mitigate risk to FHA's insurance fund, FHA develops new programs, modifies existing programs and improves controls. For
example, in 2014 FHA made significant changes to its HECM program as described above, updated its manual underwriting
requirements for forward mortgages and updated requirements for pre-foreclosure sales and deeds-in-lieu, steps that raised
negative subsidy receipts and helped restore FHA's capital reserve.

FHA continued to support distressed homeowners in 2014 by implementing scorecards to assess and monitor servicers’ effectiveness
in working with these homeowners consistent with FHA loss mitigation policies. In 2014, FHA assisted over 250,000 homeowners
through early delinquency intervention; re-defaults on modified loans were less than 10 percent. However, when it is not possible for
homeowners to retain their homes under FHA guidelines, FHA has expanded use of its Distressed Asset Sale pilot Program to sell
notes to other investors who may be able to provide alternative loss mitigation options or other strategies for homeowners. In 2014,
FHA also expanded its use of Claims without Conveyance of title, an approach that ensures a competitive sale at time of foreclosure
and allows the servicer to file a claim without conveying the property. This results in reduced expenses, more favorable recoveries
for the MMI Fund and supports neighborhoods by limiting the number of vacant properties in the area.

Strengthening FHA's Capital Reserves

HUD continues to strengthen the MMI Fund and improve the quality of endorsements through the implementation of a number of
policy changes in 2014. These include:

e REO and Pre-REO recovery - Through the Distressed Asset Stabilization Program (an expanded and targeted version of the
Mortgage Acquisition and Disposition Initiative (601 Notes Sales)), FHA has implemented a successful strategy to increase
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REO recovery rates and limit losses to the MMI Fund. In fiscal year 2014, HUD offered approximately 66,800 non-performing
loans in competitive sales with a combined unpaid principal balance of $11 billion. Of the loans offered, approximately 8,500
loans, with a combined unpaid principal balance of $1.60 billion, were offered with neighborhood stabilization requirements in
Atlanta, California, Chicago, Cumberland County, NJ, Detroit, Indianapolis, Las Vegas, Maryland, Miami, Philadelphia, and San
Antonio.

e FHA is also utilizing other innovative strategies, including expanding a pilot program Claims without Conveyance of Title
(CWCOT) into a broad-based effort whereby foreclosed properties are sold and a claim paid by FHA without the conveyance
of these properties to FHA. These strategies build upon FHA's success in improving its REO disposition process, and,
together with FHA's work to comprehensively address asset management and disposition, will have a measurable impact on
improving loss severities arising from non-performing FHA-insured loans.

On July 30, 2013 Congress enacted P.L. 113-29, the Reverse Mortgage Stabilization Act of 2013, to authorize the Secretary of
Housing and Urban Development to establish additional requirements to improve the fiscal safety and soundness of the HECM
program. As a result, several changes utilizing this authority and existing administrative authority have been made to the program.
These measures include:

e}

Capping draws in the first year to the greater of 60 percent of the principal limit or mandatory obligations plus
10 percent of the principal limit;

Replacing the Standard and Saver principal limit factors (PLFs) with a single set of PLFs set at 85 percent of the
baseline Standard PLFs;

Replacing the Standard and Saver upfront mortgage insurance premiums (MIPs) with a two-tiered MIP structure set
at 50 basis points (bp) for draws of 60 percent or less of the initial principal limit and 250 bp for draws greater than
60 percent;

Updating the definition of mandatory obligations;

Requiring financial assessments and funding requirements for the payment of property charges based on the financial
assessment;

Reminding industry about prohibitions against misleading or deceptive advertising;

Implementing updated Principal Limit Factors and establishing Eligible Non-Borrowing Spouse Due and Payable
deferral period; and

Limiting insurability of fixed interest rate products and limiting fixed rate to closed end credit with no future draws.
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In total, FHA expects that the steps outlined above will protect and strengthen FHA’s MMI Fund and assist in returning the Fund’s
capital ratio to a level of 2 percent. The 2014 actuarial review predicted that based on economic assumptions and policies in place
at the end of fiscal year 2014, the MMI portfolio will reach a capital ratio of 2 percent during fiscal year 2016. This estimate,
however, is highly sensitive to changes in market conditions, modeling assumptions and changes in FHA policy. As the housing
market recovers and FHA improves its risk management, the actuarial review has found that FHA's capital reserve increased by
$21 billion over the last two years and projects that the ratio will again exceed 2 percent within the next 2 years. However, it is
important to note that a low capital ratio does not threaten FHA's operations, either for its existing portfolio or for new books of
business. FHA accounts contain sufficient funds to pay anticipated claims and, unlike private lenders, the guarantee on FHA and
other Federal loans is backed by the full faith and credit of the Federal Government and is not dependent on capital reserves to
honor its commitments.

Housing Counseling as a Means of Increasing Sustainable Access to Credit and Protecting the MMIF

The HUD-approved housing counseling network provides a valuable service to existing and prospective homebuyers. These benefits
include improved loan performance as counseled borrowers perform better than similar borrowers that do not receive the benefit of
housing counseling. There is strong and mounting evidence that properly structured and delivered housing counseling provides a
significant benefit to borrowers, lenders, servicers and guarantors. The HUD approved housing counseling network is also leveraged
by many state and local governments. In response, many states, local governments and large private lenders mandate or encourage
housing counseling including making receipt of housing counseling a condition for participation in programs that increase access to
home mortgages, including FHA insured mortgage loans, for eligible first-time buyers underserved by the current mortgage market.

While counseling is already integrated into FHA's HECM program and a component of its Back to Work mortgage product, in 2016,
FHA will look for opportunities to increase the awareness of housing counseling for all prospective and existing homebuyers. In
addition, it will look for opportunities to expand the number of people benefiting from housing counseling, including the number of
FHA borrowers who are counseled.

Strengthening FHA Business Practices — FHA Transformation IT Investments

FHA Transformation delivers a modern financial services IT environment to better manage and reduce risk across all of FHA's
Mortgage Insurance Programs. FHA Transformation TI/IT initiative created high-level business requirements and developed both
short and long term FHA master data management roadmaps and strategies; completed permanent development and user
acceptance test environments for the Lender Electronic Application Portal (LEAP) deployment, and future work within approval,
recertification, monitoring, and enforcement; completed permanent integration test and production environments for LEAP for
application deployment and future work ,as well as, successfully graduating the LEAP application into production.

FHA activities also include the automation of the lender application and approval process, lender submission of applications, Office of
Lender Activities workflow, status tracking, automatic notifications, automated application assignment to FHA staff for review, and
interface with third party Dun & Bradstreet for lender profile information and verification. FHA Transformation also made sound
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progress on the transformation of Single Family Housing’s IT systems and its new risk management tool. Notably, HUD has made
critical enterprise software and infrastructure investments for FHA that reduce maintenance costs once the FHA Transformation
initiative is completed.

FHA Transformation allows HUD to start the careful process of migrating relevant portions of Housing’s legacy applications into a
modern automated financial service environment, and helps administer many aspects of the multifamily and health care insurance
programs. Particularly, the FHA Transformation monitoring and enforcement projects allow the Office of Lender Activities to
automate many current manual processes.

FHA Transformation also brings a new level of intelligent rules-based activities such as automated risk analysis and lender targeting
according to a risk scoring framework. This helps HUD manage its credit risk prudently at the portfolio and loan level, and enables
HUD to respond rapidly to changing market conditions. The new IT environment will be leveraged across several Housing programs
by migrating away from the 30-year old Computerized Home Underwriting Management System (CHUMS). These FHA
Transformation initiatives enable FHA to better recognize risk and fraud trends in borrower attributes, collateral attributes, and
appraisal valuation accuracy during the transaction process, and to help identify cases that may be detrimental to the MMI Fund.

The next steps for FHA Transformation include enabling risk detection and fraud prevention by capturing critical data points at the
front-end of the loan life cycle; and leveraging the right set of rules-based technology, and transactional controls to minimize
exposure to FHA's Insurance Funds. These IT investments actively facilitate enhanced business analytics and informed decision-
making by providing decision-makers with data that is higher quality and more up-to-date. This strategy enables FHA's leadership to
analyze portfolio trends and patterns across the lending community, and helps with the identification of fraudulent lenders and
reduce risk in the FHA portfolio.

Risk Management

The major objective of the Office of Risk Management and Regulatory Affairs (ORMRA) is to: conduct analysis and recommend
actions to reduce exposure to FHA insurance funds while meeting its housing mission; ensure that FHA operates in compliance with
statutory capital requirements; and promote a well-controlled operational infrastructure. The risk management staff’s scope of credit
and operational risk management work encompasses Program Area (Single Family, Multifamily and Healthcare) activities conducted
at headquarters and the Field Offices.

ORMRA performs the following functions to manage risk:

e performs analyses and recommends actions to support FHA's ability to reduce risk exposure to its insurance funds;

e identifies the policies and processes that are key drivers of risk via a structured risk identification framework;
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recommends risk mitigation strategies for FHA and specific program areas and provide independent oversight and
assessment of risk remediation activities;

designs and maintains a comprehensive risk governance infrastructure, including implementing policies, processes, and
committees to reduce risk exposure to the insurance funds;

maintains risk management processes to perform independent internal risk and assessments aligned with federal standards,
including front end risk assessments of new and high impact programs and activities; and

ensures that risks are measured, monitored and managed according to an integrated framework across programs.

5. Proposals in the Budget

Administrative Support Fee — Up to $30 million in fees to be charged to lenders pursuant to section 202 of the National
Housing Act, as amended by section 240 of the General Provisions. Collection of the receipts from such fees will be credited
as offsetting collections to the MMI Program account. Up to $15 million of the total fees may be transferred to the
Information Technology Fund and/or the Housing Salaries & Expenses account to be used for FHA related purposes. (section
240 of the General Provisions and account language)

Permanent Removal of HECM cap — (section 209 of the General Provisions) This provision removes the aggregate mortgage
cap in Section 255(g) of the National Housing Act (Act), which limits the total number of Home Equity Conversion Mortgages
(HECM) loans that can be insured by the FHA. The Department proposes to repeal the first sentence in the Act to remove
the cap permanently.

Clarification on Non-Borrower Spouse Upon Death of HECM Borrower — (section 255 of the General Provisions) This section
revises the National Housing Act to clarify that the term mortgagor does not include the successors and assigns of the
original borrower. In addition, it allows that the obligation to satisfy the loan is deferred until the death of the homeowner,
the sale of the home, or other occurrence of other events specified in regulations of the Secretary. Finally, it provides for the
Secretary, in his sole discretion, to provide for further deferrals.

Amend the National Housing Act to allow third party loan originators to close loans in their own name instead of the name of
their FHA approved funding partner — (section 248 of the General Provisions) The inability of non-approved entities to close
loans in their names poses a number of problems for these lenders. First, many states’ licensing criteria for particular lender
types is based upon whether or not a lender closes loans in its own name. As a result, absent a change to this statutory
requirement, many lenders that have originated FHA loans for years will be forced to alter their state licensing. Such changes
can be difficult and costly. In addition to the licensing problems posed by the statutory prohibition in 203(b)(1), many
lenders will also be forced to change their funding arrangements if this statute is not amended
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Amend the National Housing Act to enable FHA to take enforcement action against lenders on a nationwide instead of
branch by branch termination authority — (section 249 of the General Provisions) Amends section 533 of the National
Housing Act (12 U.S.C. 1735f-11) to give the Secretary enhanced ability to review mortgagee performance and, if a
mortgagee is found to have an excessive rate of early defaults or claims, to terminate the approval of the mortgagee to
originate or underwrite single family mortgages in a specified area or areas, or on a nationwide basis.

Amend Credit Watch language to allow for a comparison of rates and revises the rate provision to allow for some
evaluation of multiple rates or other marker — (section 249 of the General Provisions) The current statutory definition of
credit watch is too prescriptive, creating difficulties in developing and implementing policies. This requested language is
also included in the enforcement reform item.

Allow FHA to seek indemnification from DE lenders in addition to LI Lenders — (section 250 of the General Provisions) This
has been included in FHA Reform Efforts. This language will make all FHA lenders subject to the same enforcement
regime. Section 3 amends section 202 of the National Housing Act (12 U.S.C. 1708) by adding a new section that gives
FHA/the Secretary authority to ensure that DE (similar to LI) mortgage lenders are liable to indemnify the Secretary for
loss on loans they originate or underwrite if fraud or misrepresentation was involved in connection with the origination or
underwriting regardless of when an insurance claim is paid.

Revises the National Housing Act to allow for short sales in the case of imminent and not just actual default — (section 252
of the General Provisions) Currently FHA is only able to allow for pre-foreclosure/short sales if a borrower has entered into
default, creating a negative disincentive for homeowners having trouble making their mortgage payments and seeking a
loss mitigation solution.

Limit the applicability of government financed down payment assistance towards satisfying FHA requirements — (section
253 of the General Provisions) This amendment seeks to clarify that Down payment Assistance from state and local
governments and their respective agencies and instrumentalities are not impermissible sources of down payment
assistance. Rather the amendment clarifies Congress's intent to avoid the additional risks and costs to the FHA fund
created by seller-funded down payment assistance programs and, consequently, eliminates government assistance,
whether state or local, as a prohibited source of down payments assistance.

Allow for FHA to direct servicers to move servicing to identified sub-servicers — (section 254 of the General Provisions)
Failure to effectively service loans creates liability for the FHA insurance fund; as such, FHA needs the ability of direct
servicers to utilize identified sub-servicers to ensure that loans are appropriately serviced in ways that mitigate loss levels
for the Fund.

Mitigate compliance risk through the extrapolation of sampling, Administrative fees, indemnifications and other risk
mitigation remedies — (section 251 of the General Provisions) Allows FHA to resolve underwriting/manufacturing
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compliance risk through the extrapolation of statistical sampling and the imposition of administrative fees, indemnifications
or other remedies as deemed appropriate by the Commissioner.

6. Notes to Justification

Credit Subsidy Calculations and the Annual Re-estimate

Credit subsidy rates represent the projected net cost or savings to the government of operating a loan guarantee program, and take
into account projected claims, pre-payments, premium revenue, and recoveries on defaults for a cohort of loans over their lifetime.
In accordance with the Credit Reform Act of 1990, administrative costs (excluding property disposition) are not included in credit
subsidy calculations. FHA credit subsidy rates reflect historic performance data for similar loans made over the past 40 years, with
adjustments made for significant policy shifts as well as changing economic and market conditions. The Department devotes
significant efforts to updating and continuously refining the credit subsidy estimates. Each year the extensive statistical base, from
which projections of future loan performance are calculated, is updated with an additional year of actual data. The Department and
OMB continue to examine the data, assumptions, and calculations that are used to estimate loan program cash flows and subsidy
rates in order to eliminate errors and improve the accuracy and reliability of projections.

Each year, FHA completes a required re-estimate of liabilities and subsidy costs associated with the existing insurance portfolio. Re-
estimates are calculated for each cohort of loans (from 1992 onward). For more information on the re-estimates through 2014,
please view the Federal Credit Supplement: http://www.gpo.gov/fdsys/pka/BUDGET-2014-FCS/pdf/BUDGET-2014-FCS.pdf
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HOUSING
FHA — MUTUAL MORTGAGE INSURANCE FUND
Summary of Resources by Program
(Dollars in Thousands)

2014 Budget car'zrpy]éaver 2014 Total 2014 2015 Budget Carzr?y];t/er' 2015 Total 2016
Budget Activity Authority Into 2014 Resources obligations Authority Into 2015 Resources Request
Administrative Contract
EXPENSE v vvvvnnennnn $127,000 $39,039 $166,039 $123,190 $130,000 $42,849 $172,849 $174,000
Transformation
Initiative (transfer) e e . . . e e 1,322
Total .....vvvvvnnnn. 127,000 39,039 166,039 123,190 130,000 42,849 172,849 174,000
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HOUSING
FHA — MUTUAL MORTGAGE INSURANCE FUND
Appropriations Language

The fiscal year 2016 President’s Budget includes proposed changes in the appropriation language listed and explained below. New
language is italicized and underlined, and language proposed for deletion is bracketed.

New commitments to guarantee single family loans insured under the Mutual Mortgage Insurance Fund shall not exceed $400,000,000,000, to remain
available until September 30, [2016] 201/ Provided, That during fiscal year [2015] 2016, obligations to make direct loans to carry out the purposes of
section 204(g) of the National Housing Act, as amended, shall not exceed [$20,000,000] $5,000,000: Provided further, That the foregoing amount in
the previous proviso shall be for loans to nonprofit and governmental entities in connection with sales of single family real properties owned by the
Secretary and formerly insured under the Mutual Mortgage Insurance Fund.

[ Provided further, That f] For administrative contract expenses of the Federal Housing Administration, [$130,000,000] $174,000,000, to remain
available until September 30, [2016] 2017, of which up to $30,000,000 may be used for necessary salaries and expenses and information technology
systems of the Federal Housing Administration, which is in addition to amounts otherwise provided under this title for such salaries and expenses and
information technology purposes: Provided further, That any amounts to be used for such salaries and expenses pursuant to the previous proviso shall
be transferred to the "Housing" account under the heading "Program Office Salaries and Expenses” under this title for such purposes and shall remain
available until September 30, 2017, and any amounts to be used for such information technology purposes pursuant to the previous proviso shall be
transferred to the Information Technology Fund under this title for such purposes and shall remain available until September 30, 2017, and any such
transferred amounts may be transferred back to this account and shall remain available until September 30, 2017: Provided further, That to the extent
guaranteed loan commitments exceed $200,000,000,000 on or before April 1, [2015] 2016, an additional $1,400 for administrative contract expenses
shall be available for each $1,000,000 in additional guaranteed loan commitments (induding a pro rata amount for any amount below $1,000,000), but
in no case shall funds made available by this proviso exceed $30,000,000. Provided further, That receipts from administrative support fees collected
pursuant to section 202 of the National Housing Act, as amended by section 240 of this title, shall be crediited as offsetting collections to this account.
(Department of Housing and Urban Development Appropriations Act, 2015.)
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HOUSING
GENERAL AND SPECIAL RISK INSURANCE FUND
2016 Summary Statement and Initiatives
(Dollars in Thousands)

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

INSURANCE FUND Request Carryover Rescission Resources obligations outlays
2014 Appropriation ................ . $16,403 . $16,403
2015 Appropriation ................ . 16,408 -$10,0002 6,408
2016 REqUEST .+ viivnnnnnnnnnnnnns e 6,408 e 6,408 e e
Program Improvements/Offsets ...... - -10,000 +10,000

a/ The rescission of funds from the unobligated balance of credit subsidy appropriated in previous fiscal years, pursuant to the Consolidated and Further
Continuing Appropriations Act, 2015 (P.L. 113-235).

1. What is this request?

Credit programs operating under the Federal Housing Administration’s (FHA) General Insurance and Special Risk Insurance (GI/SRI)
Fund fill underserved market segments and play a countercyclical role in the market by insuring critical mortgage financing for
multifamily rental housing, nursing home facilities, and hospitals. GI/SRI programs also include loan guarantees for Title I
manufactured housing and property improvement loans. GI/SRI houses a wide range of mortgage insurance products to address
specialized financing needs, including insurance for loans to develop, rehabilitate, and refinance these properties.

The fiscal year 2016 request for GI/SRI includes four components:

Commitment authority for up to $30 billion in new loan guarantees. New loan guarantee commitments were $15.3 billion in fiscal
year 2014 and are expected to decrease to $15.0 billion in fiscal year 2015. In fiscal year 2015, the Department also projects
$803 million in direct loan obligations under the Federal Financing Bank (FFB) risk share program. The $30 billion requested for
fiscal year 2016, together with an estimated $30 billion in 2015 unused commitment authority carried over to 2016, will allow up to
an estimated $60 billion in new insurance commitments. This will permit the Fund to respond to unforeseen countercyclical events
while minimizing the risk of suspension of program activity as a result of having exhausted the fund’s loan guarantee limitation.

It is estimated that 2016 new loan guarantee commitments will increase modestly to $15.4 billion. Of the total commitments
projected for 2016, it is estimated that $10.5 billion will be issued for FHA’s multifamily housing programs. Another $4.8 billion is
estimated for hospitals, nursing homes, and assisted living facility mortgages. Title I Property Improvements and Manufactured
Housing commitments are expected to make up less than 1 percent of new activity in the fund. In addition, the Department projects
$600 million in direct loan obligations for fiscal year 2016 under the FFB risk share program.
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Offsetting receipt estimates from negative credit subsidy. Fiscal year 2016 negative subsidy receipts for GISRI are estimated at $657
million, with the subsidy rate for new business averaging -4.00 percent!. The 2015 appropriations included a $10 million rescission
to the fund’s unobligated balance. No new appropriations for positive credit subsidy are requested for fiscal year 2016.

Administrative contract funding associated with GI/SRI programs was realigned to the Mutual Mortgage Insurance (MMI) Fund
beginning in fiscal year 2010 to enable more efficient management of FHA resources across mortgage insurance programs.

Commitment authority for up to $5 million in direct loans to facilitate single family property disposition. The loan authority requested
is for short-term purchase money mortgages for non-profit and governmental agencies to make HUD-acquired single family
properties available for resale to purchasers with household incomes at or below 115 percent of an area’s median income. This
program has been infrequently utilized in recent years due to the shortage of state/local government subsidies needed to offset
participants’ development costs associated with administering the program. Nonetheless, this program remains a valuable tool for
HUD in supporting affordable homeownership opportunities in distressed communities while responsibly managing its real estate
owned (REO) inventory of properties.

2014 Enacted 2015 Enacted 2016 Request * Increase /
(Decrease)

Loan Guarantee Limitation $30,000,000,000 $30,000,000,000 $30,000,000,000
(+) Unused Loan Guarantee Limitation from
Prior Year n/a $14,728,000,000 $29,748,000,000 $15,020,000,000
Subtotal, Loan Guarantee Limitation $30,000,000,000 $44,728,000,000 $59,748,000,000 $15,020,000,000
(-) Loan Guarantee Commitments Used ($15,272,000,000) ($14,980,000,000) (15,387,000,000) ($407,000,000)
Unused Loan Guarantee Limitation $14,728,000,000 $29,748,000,000 $44,361,000,000 $14,613,000,000
Direct Loan Limitation $20,000,000 $20,000,000 $5,000,000 ($15,000,000)

* The 2016 Unused Loan Guarantee Limitation from Prior Year and Loan Guarantee Commitments Used are estimated. Commitment authority is
assumed to be used and expired on a first-in-first-out basis.

! The 2016 estimated negative subsidy receipts of $657 million includes $585 million for loan guarantee commitments and $72 million for direct loan obligations
from the FFB Risk Sharing program. The -4 percent negative subsidy rate for GI/SRI in 2016 reflects the -3.71 percent for loan guarantee commitments and -
10.96 percent for direct loan obligations from the FFB Risk Sharing program.
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2. What is this program?

Multifamily and healthcare loans constitute 99 percent of new insurance commitments in GI/SRI. At the end of fiscal year 2014,
GI/SRI's multifamily/healthcare portfolio had an unpaid principal balance (UPB) of $101.1 billion on 13,906 loans, an increase of
$8.0 billion over that at the end of September 2013. Historically low interest rates provided the opportunity for FHA to strengthen
and preserve its existing Multifamily and Healthcare portfolio through refinancing. However, new commitment volume for fiscal year
2014 dropped to $15 billion from $24 billion in 2013, principally due to higher interest rates, which resulted in lower refinancing
volumes.

FHA has insured mortgages on approximately 42 million single family and multifamily properties since its inception in 1934 under
both MMI and GI/SRI Funds. As of the end of fiscal year 2014, the GI/SRI insurance portfolio had an unpaid principal balance of
$152.7 billion, including $50.9 billion in single family and Home Equity Conversion Mortgage (HECM) loans issued before 2009. These
active loans cover more than two million apartments, healthcare facility beds, and single family homes across the nation. FHA
mortgage insurance enhances a borrower’s credit and provides banks with better access to capital markets, most notably through
Ginnie Mae securities. In exchange for adherence to strict underwriting and application requirements established by HUD and the
payment of annual insurance premiums, HUD-certified lenders are able to file claims with FHA when a borrower defaults. Mortgage
insurance premiums and specific terms for claim payments vary by program.

FHA mortgage insurance works in part by helping private lenders access liquidity otherwise not available to borrowers developing or
maintaining rental housing for low- and moderate-income families. The credit enhancement provided by an FHA loan guarantee
enables borrowers to obtain long-term, fully amortizing financing (up to 40 years in the case of new construction/substantial
rehabilitation) which can result in substantial cost savings.

FHA mortgage insurance provides long-term amortization not found with conventional lending sources. The fact that FHA loans are
fully amortizing mitigates interest rate risk for owners because they do not necessarily have to refinance to maintain affordability of
their payments. The long-term amortization period and guarantee of payment in the event of claim stabilizes interest rates and can
also allow monthly mortgage payments to be less than payments required under non-insured financing. These savings in turn can
reduce the overall costs of developing and maintaining housing, stabilizing housing markets and benefiting low- and moderate-
income residents. Similarly, FHA financing of healthcare facilities contributes to lower healthcare costs for taxpayers and consumers.

Multifamily and healthcare loans are large and complex, as seen in the program administration. Prior to receiving a mortgage
guarantee for any multifamily or healthcare loan, lenders and borrowers must complete a rigorous application process in which HUD
staff review borrower credit worthiness, project cash flow projections, property appraisals, architectural design, environmental
impact, requested loan size, quality of the property management, and other information that establishes a loan as an acceptable
credit risk to HUD. Large multifamily housing projects and all healthcare facility loans receive secondary review and approval by a
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national loan committee of senior HUD officials. Once insurance has been approved, progress on any new construction or renovation
is closely monitored by HUD inspectors. HUD asset managers monitor project financial statements on an ongoing basis and periodic
physical inspections are conducted by HUD's Real Estate Assessment Center. Loss mitigation measures, including a partial payment
of claim policy approved in 2010, are undertaken before a default and full claim on the loan occurs. When a borrower does default
and a claim is filed, HUD will take possession of the mortgage note or property and seek to recover losses.

Multifamily Housing Risk Categories

Section 221(d)(4) Mortgage Insurance for Rental and Cooperative Housing. The Section 221(d)(4) program is FHA's largest new
construction/substantial rehabilitation for multifamily housing. In 2014, new Section 221(d)(4) loans averaged $12.8 million and
included an average of 148 units. The program insures loans for up to 90 percent of the project replacement cost (as limited by
debt service coverage and per-unit cost requirements). The program covers long-term mortgages of up to 40 years and, like all FHA
new construction loan programs, provides for both construction and permanent financing.

Section 223(f) Mortgage Insurance for Refinancing or Purchase of Existing Multifamily Rental Housing. Section 223(f) is currently
the highest volume program operating under GI/SRI. It allows for long-term mortgages of up to 35 years for refinance or purchase
of existing multifamily rental housing. Refinances of current FHA-insured multifamily loans are also offered under Section 223(a)(7),
but are grouped together with Section 223(f) for budgetary purposes.

Commitments under these programs totaled $7.1 billion in fiscal year 2014, a decrease of 47 percent from fiscal year 2013. In the
period from fiscal years 2009 — 2014, FHA issued commitments in excess of $47 billion as indicated in the chart below. The lower
volume in 2014 is due to higher interest rates and a much more robust capital environment. Since interest rates are expected to
stay more or less the same or increase gradually, fiscal year 2015 volume is expected to decrease by 14 percent. Fiscal year 2016
volume is forecasted to remain flat.
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Section 241(a) Mortgage Insurance for Supplemental Loans for Multifamily Housing Projects. Section 241(a) provides mortgage
insurance for supplemental loans for multifamily housing projects already insured or held by HUD. Beginning in fiscal year 2013,
each 241(a) loan is assigned to the risk category of the FHA-insured first mortgage. In fiscal year 2014 one Section 241(a) loan was
insured. This program is intended to keep projects competitive, extend their economic life, and finance the replacement of obsolete
equipment. Section 241(a) mortgages finance repairs, additions, and other improvements. These loans take second position to the
primary mortgage.
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Section 542(b) Risk Sharing with Qualified Participating Entities (QPES). This is one of two multifamily programs under which FHA
insures only a portion of the losses by sharing the risk with Fannie Mae, Freddie Mac, and other qualified Federal, State, and local
public financial and housing institutions. If a loan insured under Section 542(b) defaults, the QPE will pay all costs associated with
loan disposition and will seek reimbursement from HUD for 50 percent of the losses. A variation of Section 542(b), called “Green
Refinance Plus,” introduced in 2011, permits QPEs to offer loans to both preserve older affordable properties and install energy-
saving features by allowing expansion of the QPE's Debt Service coverage and Loan-To-Value lending limits for qualified properties.
With terms of 10, 15, or 30 years (all with 30-year amortization), these loans require a Mortgage Insurance Premium (MIP) higher
than under the standard Section 542(b) program. This variation of Section 542(b) is also known as “Green Risk Sharing” or “Risk
Sharing Plus”.

The Budget continues to propose an amendment to the Section 542(b) authorizing statute that would remove affordability
restrictions for small (5-49 units) properties financed under the Small Buildings Risk Sharing (SBRS) Initiative. The change is
intended to reduce the burden on owners who utilize the Risk Sharing Program to refinance or rehabilitate their properties, the small
multifamily properties that are an important provider of affordable, but unsubsidized, housing for low- and moderate-income
families. According to the 2010 American Community Survey, nearly one-third of all renters live in 5- to 49-unit buildings. The 2001
Residential Finance Survey also demonstrates that these small multifamily properties have lower median rents than larger properties:
$400 per month for 5- to 49-unit properties, as compared to the $549 monthly rent for properties with 50 or more units. While

62 percent of unsubsidized 5- to 49-unit properties charge rent below $500 per month, just 38.5 percent of larger unsubsidized
properties charge rent below $500 per month. At a time when federal budgets are shrinking and the need for affordable housing is
growing, the amendments will allow us to preserve this vital asset without significant cost to the federal government, by drawing in
state, local and community resources to these rental properties.

Section 542(c) Risk Sharing with Housing Finance Agencies (HFAs). Section 542(c) provides mortgage insurance of multifamily
housing projects whose loans are underwritten, processed, serviced, and disposed of by state and local HFAs. FHA insurance
enhances HFA bonds to investment grade and provides capital for affordable housing construction. HFAs may elect to share from
10 to 90 percent of the loss on a loan with HUD. Section 542(c) insured projects often include low-income housing tax-credits, in
which case they are reported under GI/SRI’s risk category for Tax Credit Projects.

Section 542 (b) and (c) FFB Financed Direct Loan and HFA Risk Share. The Federal Financing Bank (FFB) is a unit within the
Treasury Department that focuses on reducing the cost of federally-assisted borrowing. Announced in June 2014, this initiative is an
inter-agency partnership between HUD, FFB and Housing Finance Agencies to develop a Ginnie Mae-like financing mechanism for
risk share partners. Specifically, the Federal Financing Bank (FFB) provides funding for multifamily mortgage loans insured by FHA
through its Risk Sharing programs. FFB does not securitize the mortgages; rather, FFB purchases certificates backed by the FHA-
insured mortgages. The proposed program substitutes FFB as the funding source until use of Ginnie Mae Securitization is allowed
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for the Section 542 (b) and (c) programs. FFB funding rates are designed to be comparable to Ginnie Mae rates, since the FFB
charges interest for a transaction based on the comparable Treasury rate plus a small liquidity premium.

Other Rental Programs. This risk category includes several relatively low-volume programs that have been grouped together for
budgetary purposes, including: Section 220 loans in urban areas, Section 231 loans for elderly housing, and Section 207 loans for
mobile home park development. Section 220 is a new construction program, distinct from 221(d)(4) in that it insures loans for
multifamily housing projects in urban renewal areas, code enforcement areas, and other areas where local governments have
undertaken designated revitalization activities. The program offers special underwriting allowances for greater mixed-use
development. Section 231 is also a new construction/substantial rehabilitation program, but for projects specifically designed for
senior citizens. For Section 231 projects with 90 percent or greater rental assistance, the maximum loan amount is 90 percent of the
estimated replacement cost.

Tax Credit Projects. Projects assisted with Low-Income Housing Tax Credits (LIHTC) may be insured under a number of FHA
multifamily programs, but are grouped together in a single budget risk category. These loans have a lower risk of default than
similar projects without tax credits and require borrowers to pay lower FHA mortgage insurance premiums. Use of Section 221(d)(4)
with LIHTC will likely be consistent with original estimates for 2014 given recent increased interest in FHA lending by state HFA's and
other mission driven lenders for new construction and substantial rehabilitation transactions. Use of Section 223(f) with LIHTC has
increased dramatically in 2014 and 2015 as a result of the Tax Credit Pilot introduced in spring 2012.

Healthcare Risk Categories

Section 232 New Construction/Substantial Rehabilitation of Skilled Nursing, Assisted Living, and Board and Care Facilities. Section
232 programs are split into two budget risk categories, the first of which includes new construction and substantial renovation
projects. The program enables access to capital that may not otherwise be available for many quality providers in underserved
areas, thereby providing access to needed healthcare and residences for seniors. These loans are offered for terms of up to

40 years, and provide both construction and permanent financing. This risk category also includes Section 241(a) supplemental loans
made to projects with a primary FHA Section 232 mortgage. For fiscal year 2014, new loan commitments for this program were
$414 million, and are estimated to be approximately $385 million for both fiscal years 2015 and 2016.

Section 232/223(f) Refinancing and Purchase of Existing Skilled Nursing, Assisted Living, and Board and Care Facilities. The Section
232/223(f) refinancing program, the second of the two budget risk categories of the section 232 program, has grown to be one of
the highest volume insurance programs in GI/SRI, due in great part to mortgagors of existing facilities taking advantage of
refinancing at low interest rates. This program offers loan terms of up to 35 years. For a refinance, maximum mortgage amounts
are up to 85 percent of appraised value (90 percent if the borrower is a non-profit organization). For acquisitions, mortgages are
insured up to 85 percent of the acquisition price plus transaction costs (90 percent of acquisition price if the borrower is a non-profit
organization). Equity cash-out transactions are prohibited under this program. Section 223(a)(7) refinances of existing Section 232
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loans are also reported under this risk category. New loan commitments were $3.9 billion for fiscal year 2014 and are projected to
be nearly $3.7 billion for both fiscal years 2015 and 2016.
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Section 242 Hospitals. The Section 242 program provides mortgage insurance for loans made to acute care hospitals. An FHA
guarantee allows hospitals to lock in low interest rates and reduce borrowing costs for major renovation, expansion, replacement,
and refinancing projects that help improve healthcare access and quality. Loans are up to 25 years in length, plus a construction
period. The risk category also includes the following types of loans when made to hospitals: Section 241(a) supplemental loans;
Section 223(a)(7) loans for refinancing current FHA-insured projects; and Section 223(e) loans for hospitals in older, economically
declining urban areas. On February 5, 2013, HUD published a final rule that enables HUD to offer Section 242/223(f) refinance
loans. Under the standard Section 242 program, refinances are offered only for existing FHA loans, with all other loans required to
be at least 20 percent new construction. New loan commitments for all Hospital programs were $43 million in fiscal year 2014 and
are projected to reach nearly $700 million in fiscal years 2015 and 2016.

Section 223(d) Mortgage Insurance for 2-year Operating Loss Loans. Section 223(d) insures short term loans that cover operating
losses during the first 2 years after a project’s completion (or any other 2-year period within the first 10 years after completion) for
projects with a HUD-insured first mortgage. Since 2012, HUD has offered this type of mortgage insurance only to healthcare
facilities with a primary mortgage under Section 232. Mortgage insurance on this type of loan has previously been offered (though
infrequently utilized) for multifamily housing, but it is no longer viewed as a cost-effective means for preventing future losses on the
associated primary FHA mortgages. The program remains a valuable option for Section 232 projects, which are more likely to benefit
from the early infusion of working capital and thus avoid default on the primary mortgage. Beginning in fiscal year 2013, each
223(d) loan is assigned to the risk category of the associated primary FHA mortgage.

Single Family Risk Categories

Title 1 Property Improvement. The Title I Property Improvement program insures loans for repairs and other improvements to
residential and non- residential structures, as well as new construction of non-residential buildings. Property Improvement
disbursements were $102 million in fiscal year 2014 and are projected to be $101 million in fiscal years 2015 and 2016. In 2011,
FHA launched a “PowerSaver” pilot program that has generated new loan volume for this risk category. Operating under Title 1
authority and regulatory framework, PowerSaver provides single-family homeowners loans of up to $25,000 for proven energy-
saving improvements. Program lenders received incentive grants from the HUD Energy Innovation Fund to help lower the cost of
loans to consumers. PowerSaver was designed as a two-year pilot, and later extended through May 4, 2015.

Title 1, Manufactured Housing. Under Title I, HUD provides mortgage insurance for individuals to purchase manufactured homes.
In fiscal year 2014, $24 million in manufactured housing loans were endorsed, with $21 million projected for fiscal years 2015 and
2016.

3. Why is this program necessary and what will we get for the funds?

FHA’s multifamily and healthcare programs are a critical component of the Department’s efforts to meet the Nation’s need for
decent, safe and affordable housing. These programs provide the necessary liquidity so that communities can continue to provide
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quality affordable housing and assisted living/nursing home opportunities. In fiscal year 2016, FHA is projected to issue loan
insurance commitments providing financing for over 1,200 apartment projects and for 450 healthcare facilities. The fiscal 2016
request supports mortgage insurance programs that are essential in achieving the Department’s mission of strong, sustainable,
inclusive communities and quality affordable homes for all. More specifically:

FHA mortgage insurance encourages private lenders to make loans for important projects that might otherwise not be
possible. New workforce housing in high demand markets, innovative “green” technology renovations, nursing homes serving
aging senior citizens, and critical access hospitals are among the types of projects that FHA makes possible. In fiscal year
2014, HUD endorsed a total of 1,566 multifamily and healthcare loans in GI/SRI in 50 states, the District of Columbia, Virgin
Islands and Puerto Rico, covering more than 225,000 units of housing and healthcare facility beds.

In addition to providing better access to credit for new developments, FHA supports refinance lending that preserves
financially healthy housing and healthcare projects by helping them to reduce high current debt obligations. FHA’s major
refinancing programs for housing and nursing home facilities offer long-term amortization periods and are a critical option for
many conventionally financed projects facing large balloon payments. FHA refinancing may also enable properties to
undertake needed renovation and rehabilitation. New loan insurance commitments in 2014 included 1,218 refinances of
existing properties with more than 135,000 apartment homes and more than 50,600 nursing home/assisted living beds.

FHA mortgage insurance has a strong secondary effect of creating and preserving jobs. FHA projects can be significant
contributors to the economic health of a community. The Office of Healthcare Programs (OHP) has developed a tool to
measure the economic impact of its insurance programs. Using the widely respected IMPLAN economic model, OHP
calculated the economic benefits for the residential care facilities (with construction projects) that received mortgage
insurance commitments in fiscal year 2014. In fiscal year 2014, OHP’s Section 232 Program issued 32 firm commitments
involving construction: 14 new construction projects, 13 section 241(a) projects, 2 blended rate projects, and 3 substantial
rehabilitation projects. These projects will create up to 6,500 full-time equivalent construction jobs during their construction
periods with a total construction economic impact of $900 million. Once the projects are fully constructed, the residential
healthcare facilities will create over 3,500 full time equivalent jobs and provide their communities with an annual economic
impact of over $450 million.
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The following tables indicate projected FFB risk share direct loan levels and loan guarantee commitment volumes in fiscal years
2014, 2015 and 2016 and their respective credit subsidy rates and negative subsidy in fiscal year 2016. Credit subsidy rates
represent the projected net present value cost or savings to the government of operating a loan guarantee program, and take into
account projected claims, pre-payments, premium revenue, and recoveries on defaults for a cohort of loans over their lifetime.

For more information on credit subsidy calculation please see the Notes section of this justification.

GI/SRI PROGRAMS (IN $MILLIONS) Direct Loan Direct Loan Direct Loan Negative
Level Level Level Subsidy  Subsidy Budget
Actuals Estimates Estimates Rate Authority
FY2014 FY2015 FY2016 FY2016 FY2016
Multifamily
FFB-Financed Direct Loan and HFA Risk Share $0 $803 $600 -10.96% ($66)
Offsetting Receipts Paid to Treasury $0 $65 $72
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GI/SRI PROGRAMS (IN $MILLIONS) Commitment Commitment Commitment Subsidy Negative
Actuals Estimates Estimates Rate Subsidy Budget
Authority
FY2014* FY2015 FY2016 FY2016 FY2016
Multifamily
221(d)(4) Apartments New Constr/Sub Rehab $1,705 $1,393 $1,408 -2.74% ($39)
Tax Credit Projects $1,761 $2,300 $2,500 -1.69% ($42)
223(f)/223(a)(7) Apartments Refinance/Purchase $7,114 $6,142 $6,277 -4.67% ($293)
HFA Risksharing $140 $115 $138 -1.28% ($2)
GSE Risksharing $25 $88 $103 -1.65% ($2)
Other Rental (Sections 220,231,207) $15 $67 $74 -1.17% ($1)
Multifamily Housing Subtotal $10,760 $10,105 $10,500 ($379)
Section 242 - Hospitals (includes Refinances &
Supplemental Loans) $43 $688 $700 -3.22% ($23)
Section 232 - Nursing Homes/Assisted Living
Full Insurance for Health Care Facilities $414 $385 $385 -3.43% ($13)
Health Care Facility Refinance $3,929 $3,680 $3,680 -4.23% ($156)
Section 232 Subtotal $4,343 $4,065 $4,065 ($169)
Healthcare Housing Subtotal $4,386 $4,753 $4,765 ($192)
Title I
Title I Property Improvements $102 $101 $101 -0.84% ($1)
Title I Manufactured Housing $24 $21 $21 -4.20% ($1)
Title I Subtotal $126 $122 $122 ($2)
GI/SRI TOTAL $15,272 $14,980 $15,387 -3.71% ($573)
Offsetting Receipts Paid to Treasury 2 $608 $643 $585

1. Total is net of commitment authority restored due to owner withdrawal prior to closing or for non-compliance with terms.
2. Negative subsidy is obligated when the commitment for insurance is issued and disbursed subsequently at the time of initial endorsement.
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4. How do we know this program works?

The greatest testament to FHA’s effectiveness is the tangible result of its programs. Quality housing and healthcare facilities are
made possible and/or more affordable throughout the country due to an FHA mortgage guarantee. For example, over the last
10 years, FHA GI/SRI insurance has supported over 1.3 million multifamily housing units, 116,000 assisted living and board and
care housing units, 367,000 skilled nursing care beds, and 19,000 hospital beds. FHA-insured projects can have a significant
impact on the economic health of the community, as described in the previous section.
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With each mortgage it insures, FHA carefully considers the benefits to the community along with financial risks to the government.
Cognizant of the increased risks associated with FHA’s expanding role in the housing market, the Department has launched several
new initiatives aimed at appropriately managing the risk involved with multifamily loans. In fiscal year 2010, FHA made a number of
updates to underwriting requirements for multifamily housing loans. These updated requirements are part of a broader strategy that
features a national loan committee process for all large projects, new initiatives (under development) to improve lender oversight,

and a revised partial payment of claim policy that will generate savings by
reducing the number of full claims. FHA also adopted a more balanced
approach to loan-to-value and debt service coverage requirements and
increased scrutiny of borrowers’ other real estate obligations that could
jeopardize their financial positions and make it more difficult for them to assist
projects with financial or operational challenges. FHA is taking steps such as
these to ensure its policies and practices do not contribute to any
unanticipated losses.

In addition to the multifamily risk management processes, FHA has also taken
steps to improve program administration of the healthcare insurance programs
through business process improvements. For the Section 232 program, a LEAN
Process has been adopted for both new construction and refinance
applications. LEAN Processing employs standardized work product and
processes to obtain a consistent, timely result. The following are some of the
specific changes implemented with LEAN Processing: standardized checklists,
statements of work for third party work, certifications, and templates for the
lenders to use in their assembly of the application package; development of
standardized punch lists for HUD staff to use in their underwriting of submitted
applications; initiation of HUD legal review immediately when the Firm
Application is submitted in order to cut down the time required between Firm
Commitment issuance and closing; and removal of portions of the application
process/requirements that were duplicative or not necessary.

For multifamily housing insurance programs, FHA launched the “Multifamily for

GI/SRI by the Numbers — FY 2014

Insurance in Force

New Commitments

Average Multifamily
Housing Loan

Average Section 232 Loan

Average Hospital Loan

Negative Subsidy
Offsetting Receipts

Premiums Collected

Claims Paid —
Single-Family/HECM
Claims Paid -
Multifamily/Healthcare

Recoveries on Claims

$152.7 Billion

$15.3 Billion
$10.1 Million
$8.8 Million
$31.3 Million
$608 Million
$843 Million
$2.4 Billion
$248 Million

$656 Million

Tomorrow” initiative that focuses on optimizing processes, strengthening risk management, developing specialized skills of the staff
and strengthening the way the organization manages this workload. The Office of Multifamily Housing is standardizing processes to
achieve consistent and timely results by creating a standardized loan underwriting review template, adopting an early warning
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system, creating application staging areas, and standardizing work products. One of the signature elements of Multifamily for
Tomorrow is the new Single Underwriter model, which assigns a single champion to a transaction. The champion coordinates with
specialists as needed during the underwriting process. In addition a new workload management system, ASAP, is being rolled out to
better track deal flow. Specifically, within a span of only 7 months, FHA's efficiency improvement efforts have resulted in the
decrease in the number of applications in processing for over 90 days, from 191 to 50.

5. Proposals in the Budget

Eligibility for FHA-insured Properties: Clarifies that low-and-moderate income persons under 62 years of age are eligible
for occupancy of dwelling units in a project financed with a mortgage insured under 221(d)(4), similar to those with a
mortgage insured under 221(d)(3). (Section 237)

Loan Assignment Authority: Eliminates Section 221(g)(4) of the National Housing Act regarding loan assignment
authority. The provision is no longer necessary because there are no longer any outstanding loans remaining in the
portfolio that would qualify under this provision. (Section 238)

Remove “Technical Suitability of Products Program” Requirement: Remove from mandatory use the “Technical Suitability
of Products Program” for programs covered under FHA’s mortgage insurance platform. This program has fallen into
disuse as the industry and HUD are increasingly relying on industry standards. (Section 246)

FHA/Ginnie Mae Risk Sharing Securitization: HUD is expanding its pool of risk sharing lenders to include lenders that have
demonstrated experience in affordable housing lending, specifically in order to increase the availability of capital to small
multifamily properties of 5-49 units. The language would authorize Ginnie Mae to securitize these small loans made
under Section 542(b). (Section 224)

Multifamily Risk Share Program: Amendment of Affordability Restrictions for Small Buildings: The language would remove
some of the affordability restrictions currently required under Section 542(b), for loans originated under the small
buildings initiative, in order to reduce the ongoing burden on owners. Specifically, the language will remove the
requirement for owners to perform annual income recertifications for residents. These small properties are underserved
by the conventional market, and are traditionally underserved by FHA as well. The provision focuses on the particular
needs of very small (20 units and under), unsubsidized properties. These small properties comprise a significant share of
rental housing in certain urban areas. Small multifamily properties are an important means for the Department to meet
its affordable housing and community development goals. These properties are more likely to be owned by small entities
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or individuals, tend to be concentrated in lower income neighborhoods, and often offer rents affordable to households
below median income. (Section 221)

o Critical Access Hospitals: Eliminates the sunset date and makes permanent the exemption for Critical Access Hospitals
from the requirement that fifty percent of patient days must be for acute care services. That requirement is not
appropriate for small rural hospitals, which provide many sub-acute services to their communities. Since 2003, the
exemption has allowed 10 such hospitals to qualify for mortgage insurance to modernize or replace their facilities.
(Section 245)

6. Notes to Justification
GI/SRI Single Family Portfolio

In addition to new insurance commitments for the multifamily, healthcare and Title 1 programs, the GI/SRI fund also houses activity
on mortgage insurance and HUD-held notes for a number of large single family programs. Prior to fiscal year 2009, the GI/SRI Fund
housed new insurance for a number of significant single family insurance programs, such as the Home Equity Conversion Mortgage
(HECM) reverse mortgage guarantees and condominium unit financing. With the enactment of the Housing and Economic Recovery
Act of 2008 (HERA), financial responsibility for almost all single family programs was transferred to the Mutual Mortgage Insurance
(MMI) Fund. However, obligations made prior to 2009 (and the associated cash flows) remain in GI/SRI.

Credit Subsidy Calculations and the Annual Re-estimate

Credit subsidy rates represent the projected net cost or savings to the government of operating a loan guarantee program, and take
into account the present value of projected claims, pre-payments, premium revenue, and recoveries on defaults for a cohort of loans
over their lifetime. In accordance with the Credit Reform Act of 1990, administrative costs (excluding property disposition) are not
included in credit subsidy calculations. FHA credit subsidy rates reflect historic performance data for similar loans made over the
past 40 years, with adjustments made for significant policy shifts as well as changing economic and market conditions. The
Department devotes significant efforts to ensure accurate credit subsidy estimates. Each year the extensive statistical base from
which projections of future loan performance are calculated is updated with an additional year of actual data. The Department and
OMB continue to examine the data, assumptions, and calculations that are used to estimate loan program cash flows and subsidy
rates in order to improve the accuracy and reliability of cost projections.

Each year, FHA completes a required re-estimate of liabilities and subsidy costs associated with the existing insurance portfolio. For
more information on subsidy rates and re-estimates, please see the Federal Credit Supplement to the President’s Budget, available at
http://www.whitehouse.gov/sites/default/files/omb/budget/fy2015/assets/cr_supp.pdf
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HOUSING
GENERAL AND SPECIAL RISK INSURANCE FUND
SUMMARY OF RESOURCES BY PROGRAM
(Dollars in Thousands)

2013 2014
2014 Budget carryover 2014 Total 2014 2015 Budget carryover 2015 Total 2016
Budget Activity Authority Into 2014 Resources obligations Authority Into 2015 Resources Request
Positive Subsidy
Appropriation ........ e $16,403 $16,403 . -$10,000 $16,408 $6,408
Total .....vvvvvnnnn. - 16,403 16,403 - -10,000 16,408 6,408
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HOUSING
HOUSING FOR THE ELDERLY (SECTION 202)
2016 Summary Statement and Initiatives
(Dollars in Thousands)

HOUSING FOR THE ELDERLY (SECTION Enacted/ supplemental/ Total

Request Carryover Rescission Resources obligations outlays
2014 Appropriation ................ $383,500 $159,384 a e $542,884 $361,518 $888,477
2015 Appropriation ................ 420,000 196,198 - 616,198 490,000 734,000
2016 REQUEST +vvvvviernninnennnnnn 455,000¢ 141,000¢ . 596,000 486,000 672,000
Program Improvements/Offsets ...... +35,000 -55,198 - -20,198 -4,000 -62,000

a/ Includes $155.9 million in carryover, $3.2 million in recaptures and $118 thousand in collections.

b / Includes $180.1 million in carryover and $16 million in spending authority from offsetting collections. It excludes $1.1 million that expired at the end of fiscal
year 2014.

¢/ Includes an estimated transfer to the Transformation Initiative (TI) account of $3 million of Budget Authority.

d/ Includes $26 million in spending authority from offsetting collections.

1. What is this request?

The Department requests $455 million for the Housing for the Elderly (Section 202) program in fiscal year 2016, an increase of

$35 million above the fiscal year 2015 Enacted level. The Budget request also seeks to renew the authority to allow HUD to make
more funds available for expansion activities through residual receipts collections, recaptures, and other unobligated balances, and to
fund demonstration programs that test housing with services models that examine how supportive housing units aligned with health
care priorities help elderly households age in place in the community.

In fiscal year 2016, the Department requests $455 million funding for three primary activities for the Housing for the Elderly
program:

1) $365 million for PRAC Renewals/Amendments in support of more than 77,000 existing units; (2) $77 million to renew
approximately 1,500 existing Service Coordinator/Congregate Housing Services grants, and (3) $10 million to extend and expand the
Section 202 Demonstration authorized by the fiscal year 2014 appropriations act. An additional $3 million is requested for property
inspections and related costs.
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PRAC Renewals/Amendments provide continued assistance to tenants of Section 202 projects in which the initial PRAC has expired
or all reserved funding has been disbursed. In the early stages of the Section 202 program, the initial PRAC terms were 20 years;
those terms were reduced to 5 years in fiscal year 1995 and further reduced to 3 years in fiscal year 2006. As the initial contracts
begin to expire, the rental assistance is renewed on a 1-year basis with funding from the PRAC Renewal/Amendment component.
PRAC Renewals/Amendments are requested at a level to fully-fund the fiscal year 2016 requirements. Key cost drivers for the $365
million required for PRAC renewals are a combination of the new units entering the renewal portfolio for the first time and increasing
operating costs within the program. In fiscal year 2016, an estimated 4,000 units will be renewing for the first time. HUD is assuming
a 3.0 percent inflation factor for fiscal year 2016.

The Department requests $77 million for Service Coordinators/Congregate Housing Services Program (CHSP) in fiscal year 2016 to
extend funds to approximately 1,500 previously approved Service Coordinators and Congregate Housing Service grants. The purpose
of the Service Coordinators program is to enable residents who are elderly or have disabilities to live as independently as possible in
their own homes. Service Coordinator funds pay the salary and fringe benefits of a Service Coordinator and cover related program
administrative costs. A Service Coordinator is a social service staff person who is responsible for assuring that residents, especially
those who are frail or at risk, are linked to the specific supportive services they need to continue living independently and age in
place. The primary responsibility of a Service Coordinator is to help link residents of eligible housing with supportive services
provided by community agencies. The Service Coordinator may also perform such activities as providing case management, acting as
an advocate or mediator, coordinating group programs, or training housing management staff. CHSP is an older, smaller program
that is now only funded through renewals. CHSP subsidizes the cost of supportive services that are provided on-site and in the
participant’s home, which may include congregate meals, housekeeping, personal assistance, transportation, case management, etc.

The fiscal year 2014 Consolidated Appropriations Act (the “Act”) provided HUD an opportunity to develop a housing-with-services
demonstration program for low-income elderly to test models that demonstrate the potential to delay or avoid the need for nursing
home care. The Section 202 Elderly Project Rental Assistance Demonstration program, which is being developed by HUD’s Office of
Multifamily Housing Programs and Office of Policy Development and Research in consultation with Congress and the Department of
Health and Human Services, is expected to demonstrate that housing and supportive services with a health/wellness component will
successfully and cost effectively help elderly residents maintain their housing and their health and avoid costly institutional care. The
requested $10 million, along with renewed authority to make funds available for the Demonstration through residual receipts
collections, recaptures, and other unobligated balances, will allow the Department to expand and extend this Demonstration
program.
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2. What is this program?

The Supportive Housing for the Elderly program is authorized under Section 202 of the Housing Act of 1959; Section 210 of the
Housing and Community Development Act of 1974, P. L. 86-372 (12 U.S.C. 1701q, 73 Stat. 654, 667); the National Affordable
Housing Act, P. L. 101-625 (42 U.S.C. 12701); the Housing and Community Development Act of 1992 (P.L. 102-550); the American
Homeownership and Economic Opportunity Act of 2000 (P.L. 106-569), and the Section 202 Supportive Housing for the Elderly Act
of 2010 (P.L. 111-372).

The Service Coordinator Program is authorized under Section 808 of the Cranston-Gonzalez National Affordable Housing Act, which
authorized the use of Service Coordinators within existing projects for the elderly. Sections 674 and 676 of the Housing and
Community Development Act of 1992 expanded the universe of projects eligible to receive service coordinator assistance by
authorizing funding for service coordinators in Section 202, Section 8 and Sections 221(d)(3) and 236 projects. The Service
Coordinator Program provides funding for the employment of Service Coordinators in HUD-assisted multifamily housing that is
designed for the elderly and persons with disabilities. The Congregate Housing Services Program (CHSP) was authorized by the
Housing and Community Development Amendments of 1978 to provide 3- to 5-year grants to fund service coordinators for eligible
residents of Public Housing and Section 202 Housing for the Elderly or Persons with Disabilities.

The Section 202 Housing for the Elderly program provides funding to create and support multifamily housing for very low-income
elderly persons. Nearly 400,000 homes for low-income elderly households have been produced to date. Section 202 is currently the
only federal program that expressly addresses this need for affordable elderly housing. Its impact is amplified through the leverage
of other housing resources such as Section 8, Community Development Block Grants (CDBG), HOME Investment Partnerships
Program (HOME), and Low-Income Housing Tax Credits (LIHTC).

To be eligible for residency in a Section 202 unit, a household must be composed of one or more persons at least 62 years of age at
the time of initial occupancy, with a household income at or below 50 percent of the area median income. Most residents fall far
below that threshold. The average annual household income for Section 202 households is between $12,300 and $12,600".

Tenants living in Section 202 supportive housing can access a variety of community-based services and support to keep living
independently in the community and age in place. Thirty-eight percent of existing Section 202 tenants are frail or near-frail, requiring
assistance with basic activities of daily living, and thus can be considered at-risk for institutionalization.? Further, through an Inter-
Agency Agreement with Health and Human Services/Assistant Secretary for Planning and Evaluation (ASPE), HUD is now for the first
time ever creating a data set for 12 cities which allows analysis of Medicare and Medicaid expenditures and diagnoses for individuals
receiving HUD assistance. Preliminary data analyses show that a very large percentage of elderly HUD-assisted individuals are dually

! Analysis by HUD Office of Policy Development and Research of 2012 PIC and TRACS data.
2 HUD, “Section 202 Supportive Housing for the Elderly: Program Status and Performance Measurement”, June 2008.

25-3



Housing for the Elderly (Section 202)

eligible to Medicare and Medicaid and they are more likely than unassisted elderly individuals to have multiple chronic diseases.
These data could eventually help measure the potential of HUD programs to reduce health care use and expenditures among low-
income elderly tenants.

How Does Section 202 Work?

Traditionally, the Department has provided interest-free capital advances to nonprofit sponsors to finance the development of
supportive housing for the elderly. The capital advance is used to support the construction, rehabilitation or acquisition (with or
without rehabilitation) of supportive housing for very low-income elderly persons, including the frail elderly. The capital advance does
not have to be repaid as long as the project serves very low-income elderly persons for 40 years.

In addition, operating subsidies, known as a project rental assistance contract (PRAC), are provided on an ongoing basis to cover the
difference between the HUD-approved operating cost for the project and the tenants' contribution towards rent, which is limited to
30 percent of a tenant’s income. The operating subsidy makes the housing more affordable to low-income elderly individuals by
subsidizing tenants with the lowest incomes. The initial term of the PRACs is 3 years, after which the contracts are renewed
annually, contingent upon the availability of funds and project’s compliance with Section 202 requirements. While capital advance
funds are no longer being awarded, HUD continues to support existing Section 202 properties with rental assistance contracts.

Prior to the inception of the Section 202 Capital Advance program, the Department offered the Section 202 Direct Loan Program.
The Direct Loan program was authorized by the Housing Act of 1959 (P.L. 86-372), the first direct loans were issued in the 1960s
and the program was discontinued after fiscal year 1991 with the enactment of the Cranston-Gonzales National Affordable Housing
Act. Although properties supported by the direct loan program continue to operate, no new loans have been issued since fiscal year
1991. The program provided loans directly for the construction, rehabilitation or acquisition of rental properties to serve the elderly,
physically handicapped, developmentally disabled or chronically mentally ill adults. The loan terms were for a maximum of 40 years
and HUD is currently receiving repayments of these loans.

Recipients of Section 202 Funds

Key partners in the Section 202 program have traditionally been non-profit organizations, including faith-based organizations, with a
Section 501(c) (3) tax exemption from the IRS. Over the years, many nonprofit organizations have developed an impressive capacity
to serve low-income elderly persons, not only in terms of building housing, but in maintaining that housing and providing or
coordinating necessary supportive services. Smaller community-based non-profit organizations often partner with higher capacity
regional or national organizations to make the projects happen. Since the need for this housing has been so widespread, Section 202
projects are located everywhere throughout the country, in large and small cities, small towns, and rural locales.
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Changes to the Program

The passage of the Section 202 Supportive Housing for the Elderly Act of 2010 (P.L. 111-372) improved the program in several
ways. The bill makes it easier to refinance older Section 202 projects in need of rehabilitation; provides flexibility in transforming less
marketable studio apartments into one bedrooms; establishes new rental assistance contracts for seniors at risk of being unable to
afford rent increases due to refinances; makes it easier for owners to make health and supportive services available to residents
through service-enriched housing.

This new legislation complemented the Administration’s broader Section 202 reform agenda, which implemented policy and
regulation changes to better target the program to support the most vulnerable elderly, bring new units on line faster, and better
leverage each program dollar. Changes to the program have been done with input from, and in coordination with, the Department
of Health and Human Services (HHS). The new Section 202 program is more

aligned with healthcare reforms at the state and federal level and HUD will fund

a randomized control evaluation of Section 202 to assess the extent to which

supportive housing allows elderly persons to live independently and age in

place, improve general well-being and health, and create cost savings in the

healthcare system.

3. Why is this program necessary and what will we get for the funds?

The need for affordable housing among the elderly population is large. Almost

1.5 million elderly-headed renter households had worst case housing needs in

2013, meaning they have very low incomes of less than 50 percent of area

median income, have no housing assistance, and either pay more than

50 percent of their income for rent or live in severely inadequate units, or both

(Worst Case Housing Needs 2013, forthcoming). The number of elderly very low-income renters increased by 21 percent between
2003 and 2013, and the number with worst case needs increased even more rapidly, by 31 percent.

An estimated 38 percent of all residents currently living in Section 202 properties could be considered “frail” or “near-frail.” However,
often with the assistance of service coordinators, most of these residents are able to access community-based services that are
designed to help them stay longer in their housing, and avoid more expensive institutional settings. Going forward, the Section 202
program intends to increasingly target housing assistance towards exactly this subset of the elderly population, given the
tremendous cost-savings associated with independent living versus nursing homes or assisted living facilities.

25-5



Housing for the Elderly (Section 202)

Section 202 residents have the highest average age at the end of participation compared to other housing programs and housing
occupied primarily by the elderly has greater success retaining residents until more advanced ages.? A study of service coordination
found very high levels of satisfaction and it found that the presence of service coordinator staff who link residents to supportive
services in the community increased residents’ length of stay by 10 percent in comparison with those without access to this service.*

The new federal strategic focus on the integration of housing, supportive and health care services is reflected in HUD’s collaboration
with the Department of Health and Human Services (HHS) on relevant research. One such study has produced a design for a
demonstration on aging in place for HUD-assisted seniors. This contract, as noted above, has already produced an extensive
literature review and several case studies, and these are the basis for developing a model of service and health care coordination
that can be tested for its impacts on health outcomes, health care expenditures, health care service utilization, and consequences for
participating properties. In addition, with MacArthur Foundation funding and HUD cooperation, the contractor is conducting a survey
of HUD properties to assess the types and scope of services available in senior subsidized housing. Finally, the contractor has
matched HUD-assisted seniors in 12 cities to their Medicare claims records to assess health care utilization, expenditures, and
diagnoses. This is the first time that anyone has used HUD administrative data matched with health claims data to create measures
of Medicare utilization and expenditures for HUD-assisted elders.

Under the Americans with Disabilities Act and the Supreme Court’s O/mstead decision, states are legally obligated to favor
community-based and integrated settings over institutional settings for elderly persons with disabilities.> State Medicaid agencies are
making efforts to comply with this mandate through Medicaid home and community-based “waiver” programs administered by HHS’
Centers for Medicare and Medicaid Services. However, states often find themselves limited in achieving this mandate even when
they have effective Medicaid waiver programs in place because the target population cannot afford the cost of renting a home in the
community. In the most recent progress report of the HHS' program, twenty out of 34 states reported insufficient supply of
affordable and accessible housing options to transition people from institutional settings to the community.® Investments in Section
202 supportive housing align with and complement these state efforts to provide home and community-based services for elderly
people with disabilities. The Department is working with HHS on several collaborative projects to increase access to affordable
housing in community settings for elderly people with disabilities seeking to leave institutional settings related to the Section 202
program, such as HHS’ Money Follows the Person (MFP) program.

3 Locke, Gretchen, Ken Lam, Meghan Henry, and Scott Brown (Abt Associates Inc). 2011. End of Participation in Assisted Housing: What Can We Learn About
Aging in Place? Washington, DC: U.S. Department of Housing and Urban Development, Office of Policy Development and Research.

4 HUD, “Multifamily Property Managers' Satisfaction with Service Coordination”, 2008.

5 In Olmstead v. L.C., 527 U.S.581 (1999), the Supreme Court held that Title II of the Americans with Disabilities Act prohibits the unjustified segregation of

people with disabilities in nursing homes or other institutional settings. Federal regulations require that states or other public entities must reasonably modify their

policies, procedures or practices to avoid such discrimination. 28 C.F.R. § 35.130(b)(7).

® Mathematica Policy Research. Money Follows the Person Demonstration: Overview of State Grantee Progress, July to December 2011. June 2012. Retrieved

from: http://www.mathematica-mpr.com/publications/PDFs/health/mfp_jul-dec2011_progress.pdf.
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4. How do we know this program works?

Until now, one of the main limitations of research on Section 202 has been the lack of data on residents’ need and utilization of
health and long-term care services and supports. Without this data, it has been difficult to understand health outcomes for Section
202 residents and elderly residents of other assisted housing programs, their service utilization and risks of institutionalization, and
cost effectiveness with respect to other forms of living arrangements.

HUD is directly involved in three research initiatives designed to address this critical knowledge gap. First, HUD will fund a rigorous
experimental evaluation of the Section 202 program using cluster randomized methods to assign properties to treatment and control
groups. The evaluation will assess the extent to which supportive housing allows elderly persons to live independently and age in
place, improve general well-being and health, and create cost savings in the healthcare system. The first phase of the evaluation will
involve sponsors selected in the fiscal year 2014 Section 202 Demonstration competition.

The design of the Section 202 program model to be tested is based on a previous project funded by HUD and two HHS offices
(Office of the Assistant Secretary for Planning and Evaluation and the Administration on Aging) that produced a literature review and
case studies. The demonstration design describes three possible program models, explains the evidence base for the proposed
model elements and discusses factors that will have to be taken into account to make implementation of the demonstration feasible
and useful for producing valid research results. In addition, the contract included a match of HUD administrative data with Medicare
and Medicaid claims data from CMS in 12 pilot locations. These data allowed HUD for the first time ever to have a picture of health
of HUD-assisted elderly households compared to unassisted households. The match found that about 68 percent of HUD-assisted
residents age 65 and older are dually enrolled in Medicare and Medicaid. Compared to other dually enrolled individuals, HUD-assisted
elderly residents have more chronic conditions and higher health care utilization and costs. This project has demonstrated the
feasibility of matching these data. In the future, similar data could be used to construct measures of impacts of HUD programs on
health care use and expenditures.’

Third, HUD and HHS are collaborating in the evaluation of the Support and Services at Home (SASH) program in Vermont, a
Medicare/Medicaid demonstration of coordinated health and supportive service in affordable housing that is part of the larger CMS
advanced primary care practice demonstration. SASH is especially relevant for HUD because it is designed to use existing affordable
housing developments as the infrastructure for service delivery. HUD-funded affordable housing developments are, quite literally,
the “hosts” of the SASH program. The SASH evaluation uses a rigorous quasi-experimental design, with comparison groups and
sophisticated multivariate statistical methods, to examine the impact of participation in SASH on residents’ health outcomes, service
utilization, and expenditures and on costs to participating properties. The study will include cost-effectiveness, cost-benefit, and
quality-adjusted life-years analyses, as well as qualitative description of the implementation of SASH, including barriers and

7 Report available at http://aspe.hhs.gov/daltcp/reports/2014/HUDpic.pdf

25-7



Housing for the Elderly (Section 202)

challenges. The SASH first annual report is now available.® It shows that SASH participants had slower rates of increase in total per
beneficiary per month Medicare payments than did similar Medicare beneficiaries in assisted housing developments in Vermont and
in New York; however, the effect was statistically significant only for beneficiaries with at least 4 quarters of SASH exposure.

8 Report available at http://aspe.hhs.gov/daltcp/reports/2014/sash1.pdf.
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HOUSING FOR THE ELDERLY (SECTION 202)
Summary of Resources by Program

2013
carryover
Into 2014

2014 Budget

Budget Activity Authority

Elderly (Capital
Advance, Other
Expenses and PRAC)

Elderly PRAC
Renewal/Amendment . ...

Service Coordinators/
Congregate Housing
Service Program ......

Conversion to Assisted
Living/Emergency
Repairs ..............

Planning Grant ........

Senior Preservation
Rental Assistance
contracts ............

Section 202
Demonstration ........

Transformation
Initiative (transfer)

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

$55,845

$291,500 33,123

72,000 34,359

20,057

16,000

20,000

383,500 159,384

(Dollars in Thousands)

2014
2014 Total 2014 2015 Budget Carryover 2015 Total 2016
Resources obligations Authority Into 2015 Resources Request
$55,845 $8,392 $46,289 $46,289 $3,000
324,623 286,982 $350,000 37,641 387,641 365,000
106,359 62,065 70,000 44,289 114,289 77,000
20,057 1,241 18,817 18,817
16,000 2,838 29,162 29,162
20,000 20,000 20,000 10,000
e e e . . 3,458
542,884 361,518 420,000 196,198 616,198 455,000

NOTE: 2015 Carryover and Total Resources include $16 million in spending authority from offsetting collections for the Senior

Preservation Rental Assistance Contracts.
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HOUSING
HOUSING FOR THE ELDERLY (SECTION 202)
Appropriations Language

The fiscal year 2016 President’s Budget includes proposed changes in the appropriation language listed and explained below. New
language is italicized and underlined, and language proposed for deletion is bracketed.

For amendments to capital advance contracts for housing for the elderly, as authorized by section 202 of the Housing Act of 1959, as amended,
and for project rental assistance for the elderly under section 202(c)(2) of such Act, including amendments to contracts for such assistance and
renewal of expiring contracts for such assistance for up to a 1-year term, and for senior preservation rental assistance contracts, including renewals,
as authorized by section 811(e) of the American Housing and Economic Opportunity Act of 2000, as amended, and for supportive services
associated with the housing, [$420,000,000] $455,000,000 to remain available until September 30, [2018] 2019: Provided, That of the amount
provided under this heading, up to [$70,000,000] $77,000,000 shall be for service coordinators and the continuation of existing congregate service
grants for residents of assisted housing projects: Provided further, That amounts under this heading shall be available for Real Estate Assessment
Center inspections and inspection-related activities associated with section 202 projects: Provided further, That the Secretary may waive the
provisions of section 202 governing the terms and conditions of project rental assistance, except that the initial contract term for such

assistance shall not exceed 5 years in duration: Provided further, That upon request of the Secretary of Housing and Urban Development, project
funds that are held in residual receipts accounts for any project subject to a section 202 project rental assistance contract, and that upon
termination of such contract are in excess of an amount to be determined by the Secretary, [up to $16,000,000 in any such excess amounts] shall
be remitted to the Department and deposited in this account, to be available until September 30, [2018, for purposes under this heading, and

shall be in addition to the amounts otherwise provided under this heading for such purposes] 2019: Provided further, That amounts deposited in
this account pursuant to the previous proviso shall be available, in addition to the amounts otherwise provided by this heading, for the purposes
authorized under this heading, and such funds, together with such other funds, may be used by the Secretary to support demonstration programs
to test housing with services models for the elderly: Provided further, That unobligated balances, including recaptures and carryover,

remaining from funds transferred to or appropriated under this heading in prior appropriations Acts may be used for the current purposes
authorized under this heading, notwithstanding the purposes for which such funds were originally appropriated. (Department of Housing and Urban
Development Appropriations Act, 2015.)
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HOUSING FOR PERSONS WITH DISABILITIES (SECTION 811)
2016 Summary Statement and Initiatives
(Dollars in Thousands)

HOUSING FOR PERSONS WITH Enacted/ Supplemental/ Total

DISABILITIES (SECTION 811) Request Carryover Rescission Resources obligations outlays
2014 Appropriation ................ $126,000 $244,1762 e $370,176 $208,942 $222,713
2015 Appropriation ................ 135,000 174,894b - 309,894 236,592 237,000
2016 REQUEST +vvvvvierrninnennnnnn 177,000¢ 82,4024 . 259,402 197,866 262,000
Program Improvements/Offsets ...... +42,000 -92,492 - -50,492 -38,726 +25,000

a/ Includes $241.8 in carryover and $2.3 million in recaptures.

b/ Includes $160.8 million in carryover and $14 million in spending authority from offsetting collections. It excludes $340 thousand that expired at the end of fiscal
year 2014.

¢/ Includes an estimated transfer to the Transformation Initiative (TI) account of $1 million of Budget Authority.

d/ Includes $16.5 million in spending authority from offsetting collections.

1. What is this request?

The Department requests $177 million for the Housing for Persons with Disabilities (Section 811) program in fiscal year 2016, an
increase of $42 million above the fiscal year 2015 Enacted level. The funding request for the Housing for Persons with Disabilities
program includes funding for two primary activities: $150 million for Project Rental Assistance Contract (PRAC) renewals and
amendments to fully fund 1,800 housing properties with more than 21,000 units; and $25 million for new Section 811 Project Rental
Assistance (PRA) awards that will support about 700 new units. There is also an additional $2 million for other program expenses,
including property inspections.

Section 811 PRA funding in fiscal year 2016 will build on the success of previous rounds of funding. These funds will support state
housing agencies that have partnered with state health care agencies to develop an integrated health care and housing approach to
serving persons with disabilities. The Department also requests continued authority to collect residual receipts as additional funding
to support the Section 811 PRA program.

e The Section 811 Supportive Housing for Persons with Disabilities program allows low-income persons with disabilities to live
independently by providing deeply affordable rental housing that is integrated into the local communities. The program
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targets vulnerable persons with disabilities who need affordable housing to effectively access community-based supports and
services.

e By helping individuals with disabilities live independently in their communities, this program avoids the costs of more
expensive institutional settings and helps states comply with the Supreme Court’s O/mstead decision, which requires that
people with disabilities receive services in the most integrated setting appropriate to their needs.

e Section 811 provides critically important affordable housing linked with community-based supportive services for the most
vulnerable persons with disabilities. Such supportive housing is a more efficient and effective alternative to expensive and
restrictive Medicaid-funded institutional care. Without Section 811 housing, many of those served by the program would live
in an institution, in a homeless shelter, or on the streets.

HUD is currently designing an evaluation of the Section 811 Project Rental Assistance (PRA) demonstration program, including a
comprehensive process evaluation of the fiscal year 2012 grantees, and a methodology to assess the cost effectiveness of the
Section 811 PRA relative to assistance through capital advances and other forms of supportive housing for people with disabilities.
The evaluation is discussed in greater detail in Section 4 (*How do we know this program works?”).

Description of Each Set-Aside

Supportive Housing for Persons with Disabilities Project Rental Assistance

The Department requests $25 million in fiscal year 2016 to support state programs that demonstrate an integrated health care and
housing approach to serving persons with disabilities. The Department also seeks to renew its fiscal year 2015 authority to collect
residual receipts to fund expansion activities. The Department will review collections, recaptures, and other unobligated balances to
determine whether additional funds are available for new funding investments, and will request reprogramming as needed. These
funds support the PRA program authorized by the Frank Melville Supportive Housing Investment Act of 2010, first implemented
through a demonstration program in fiscal year 2012. The demonstration program revealed the presence of significant demand at
the state level for exactly this kind of resource. Thirty-five states submitted competitive applications, with seven of the applicant
states requesting the then maximum allowable award amount. The Department could only fund 13 states out of many competitive
applications. An additional Notice of Funding Availability was published for fiscal years 2013 and 2014 in fiscal year 2014, with
awards expected to be announced in early calendar year 2015. Thirty-four states and the District of Columbia applied for the fiscal
year 2013/2014 funds.

Project Rental Assistance Contracts/Project Assistance Contracts Renewals/Amendments

The Department requests $150 million for Project Rental Assistance Contract (PRAC) and Project Assistance Contract (PAC) Renewals
and Amendments in fiscal year 2016. Project Assistance Contracts (PACs) support projects developed for persons with disabilities
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under the Section 202 Program before authorization of Section 811 as a separate program in 1990. This set-aside provides continued
assistance to tenants of Section 811 projects in which the initial PRAC/PAC has expired or all reserved funding has been disbursed.
HUD estimates that $10 million of the increased need in fiscal year 2016 is due to contracts being renewed or amended for the first
time.

2. What is this program?

The Section 811 Supportive Housing for Persons with Disabilities program® allows very low- or extremely low-income persons with
disabilities to live independently by providing deeply affordable rental housing that is integrated into the local communities. The
program targets vulnerable persons with disabilities who need affordable housing to effectively access community-based supports
and services. Those living in Section 811 supportive housing need access to a variety of community-based services and support
(such as case management, housekeeping assistance, assistance with activities of daily living and more) to live independently in the
community. Without Section 811 supportive housing, many of those served by the program would live in an institution, with aging
parents, in @ homeless shelter, or on the streets. By helping individuals with disabilities live independently in their communities, this
program avoids the costs of more expensive institutional settings and helps states comply with the Supreme Court’s O/mstead
decision.

Section 811 serves very low-income individuals with serious and long-term disabilities, including physical or developmental disabilities
as well as mental illness. More than two-thirds of residents of Section 811 have developmental disabilities and chronic mental illness
and the majority of those residents came from nursing homes, hospitals and other specialized residences. Many residents of Section
811 are at-risk of homelessness or have experienced chronic homelessness. To be eligible for traditional Section 811 housing,
individuals with disabilities must have incomes at or below 50 percent of area median income. Most residents fall far below that
threshold. In fiscal year 2011, the average annual income of the approximately 30,000 households served by Section 811 was
$10,500. Starting in fiscal year 2012 under the Project Rental Assistance program, Section 811 has been further targeted and is only
made available to extremely low-income individuals with disabilities whose income is at or below 30 percent of the area median
income.

Recipients of Section 811 Funds

Project Rental Assistance Awarded to State Housing Agencies

! The Supportive Housing for Persons with Disabilities program is authorized by Section 811 of the Cranston-Gonzales National Affordable Housing Act of 1990 (PL
101-625) as amended by the Housing and Community Development Act of 1992 (PL 102-550), the American Homeownership and Opportunity Act of 2000 (PL
106-569), and most recently by the Frank Melville Supportive Housing Investment Act of 2010 (PL 111-374), which passed with unanimous bipartisan support and
was signed into law on January 4, 2011. The Melville Act significantly reformed the Section 811 program by authorizing Section 811 Project Rental Assistance to
be administered by State housing agencies in order to align the housing assisted by Section 811 with State health care priorities.
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The Melville Act authorized a new funding model for Section 811 in which project rental assistance (PRA) is administered by state
housing agencies, to better align activities with State healthcare priorities. To be eligible for Section 811 PRA funds, a state housing
agency must have a formal partnership with its state health and human services agency that will provide appropriate services
directly to residents. The PRA comes in the form of operating assistance grants from the grantee state housing agencies to new or
existing multifamily housing complexes which have received capital funding from Low-Income Housing Tax Credits (LIHTC), federal
HOME funds, or other governmental and private sources of funding. Awards made in fiscal year 2012 include an initial 5-year
increment of operating assistance funding. To be eligible for PRA, units must be integrated into multifamily complexes of five or
more units. This assistance will allow these properties to provide housing to people with disabilities, including individuals transitioning
out of institutions or experiencing chronic homelessness, who are much lower income than those who would normally be able to
access or afford housing subsidized only through the LIHTC and/or HOME programs.

Additionally, the program is structured to adequately address the service needs of the target population. The program is designed to
encourage collaboration between state agencies that administer health and human services and housing programs. This has
resulted in the creation of long-term strategies for the development of affordable housing with structured access to appropriate
services and a substantial increase in the production of rental housing units for persons with disabilities by integrating these units
within existing and new multifamily properties where the capital costs for construction are being provided at the state and local level
(such as through tax credits).

Successful Section 811 PRA applications ensure that necessary services will be provided or coordinated once the project is funded.
Services vary depending on the needs of individual tenants, who can be people with physical disabilities, developmental disabilities,
serious mental illness or other disabilities or chronic conditions. Most Section 811 residents are Medicaid-eligible and are accessing
community-based services that might otherwise require services in an institutional setting. Services may include case management,
homemaker, home health aide, personal care, adult day health services, habilitation, and respite care. States have flexibility to target
PRA-funded units to people with a broad range of disabilities, including people who are currently residing in institutions or
experiencing homelessness or people at significant risk of institutionalization.

Capital Advances and Operating Assistance Contracts

Prior to fiscal year 2012, HUD provided operating subsidies and interest-free capital advances to nonprofit sponsors to help them
finance the development of affordable rental housing for persons with disabilities. This financial assistance has been used to support
the construction, rehabilitation, or acquisition (with or without rehabilitation) of housing for persons with disabilities. Capital
advances were most recently awarded for new Section 811 projects in November 2011. The capital advance did not have to be
repaid as long as the housing remained available for very low-income persons with disabilities for at least 40 years.

Under this program, HUD provided a project rental assistance contract (PRAC) with each capital advance to cover the difference
between the HUD-approved operating cost for the project and the tenant’s contribution towards rent, which is limited to 30 percent
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of a tenant’s income. The initial term of the PRAC was 3 years, and these contracts are renewed annually based on project’s
compliance with Section 811 requirements. While capital advance funds are no longer being awarded, HUD continues to support
existing Section 811 properties with rental assistance contracts.

3. Why is this program necessary and what will we get for the funds?

This program addresses the high unmet housing need of very-low income renters with disabilities who cannot find affordable
housing and have severe housing problems. HUD's latest Worst Case Housing Needs Report estimates that one in six renters with
the worst case housing needs have disabilities. The number of households with worst case needs having at least one nonelderly
person with disabilities increased from 990,000 in 2009 to 1.31 million households in 2011, an increase of 320,000 households.
Persons with disabilities often require special accommodation and support services to live independently. Finding housing that
accommodates these special needs is a challenge. Approximately half of households with disabilities that have worst case housing
needs have ambulatory and cognitive disabilities and one-third have independent living limitations.” Two-thirds of people with
disabilities assisted by the traditional Section 811 have developmental disabilities or chronic mental illness and thus require extensive
supportive services.’

State Level Efforts to Promote Community Living and O/lmstead Compliance

The Section 811 Project Rental Assistance program is designed to directly complement state-level strategies for targeting high-cost
populations of persons with disabilities who are unnecessarily living in institutional settings. Efforts by States to rebalance their
service delivery from institutions to home and community-based services to comply with the Supreme Court’s Olmstead decision
have created an additional pressing need for housing for persons with disabilities.

Under the Americans with Disabilities Act and the Supreme Court’s O/mstead decision, states are legally obligated to favor
community-based and integrated settings over institutional settings for persons with disabilities.* State Medicaid agencies are making
efforts to comply with this mandate through Medicaid home and community-based “waiver” programs administered by Health and

2 Mathematica Policy Research. 2011. Money Follows the Persons 2010 Annual Evaluation Report: Final Report. Retrieved from http://www.mathematica-
mpr.com/publications/pdfs/health/MFP_2010 annual.pdf.

3 Locke, G., C. Nagler, K. Lam. Implications of Project Size in Section 811 and Section 202 Assisted Projects for Persons with Disabilities. Washington, DC: U.S.
Department of Housing and Urban Development. 2005. Also Applied Real Estate Analysis (AREA). Evaluation of Supportive Housing Programs for Persons with
Disabilities, volume I and II. Washington, DC: U.S. Department of Housing and Urban Development. 1996.

*1In Olmstead v. L.C., 527 U.S. 581 (1999),the Supreme Court held that Title II of the Americans with Disabilities Act prohibits the unjustified segregation of
people with disabilities in nursing homes or other institutional settings. Federal regulations require that states or other public entities must reasonably modify their
policies, procedures or practices to avoid such discrimination. 28 C.F.R. § 35.130(b)(7). For more information see “Statement of the Department of Justice on
Enforcement of the Integration Mandate of Title II of the Americans with Disabilities Act and Olmstead”. Olmstead v. L.C.” at
http://www.ada.gov/olmstead/q&a_olmstead.htm.
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Human Services (HHS) Centers for Medicare and Medicaid Services. States often find themselves limited in achieving this mandate
even when they have effective Medicaid waiver programs in place because the target population cannot afford or find suitable
housing to live in the community. Twenty out of 34 states reported insufficient supply of affordable and accessible housing options
to meet the need of the program.® A recent report by the US Senate’s Health, Education, Labor, and Pensions Committee also found
that states are lagging behind the implementation of the O/lmstead mandate and lack of affordable and integrated housing was
identified as one of the reasons for it.°

Across the country, States are going through the process of identifying high-priority populations for moving into the community,
because of Olmstead mandates. In particular, seven states, working with the Department of Justice, have identified 28,500
individuals who must be moved from institutions to the community to comply with Olmstead. Extrapolating from these seven states
and examining data from the Money Follows the Person program, HUD estimates a national demand of approximately 170,000 units
that would benefit from Section 811 Project Rental Assistance.

Potential Cost Savings

There is a great need to reduce health care cost for people with disabilities and find more cost-effective ways to ensure that people
with disabilities receive the support and services they need in the community. Affordable housing has been a key barrier to this goal:
evaluations of HHS’ Money Follows the Person program have found lack of affordable housing in the community to be a primary
barrier to transitioning people out of costly institutions.’

While there is currently no direct research on the cost-effectiveness of the Section 811 program, one of the evaluations of the Money
Follows the Person (MFP) program indicates that there are significant savings that can be gained from moving people with disabilities
from institutional settings to the community. The MFP 2010 annual evaluation found that the average annual spending on home and
community-based services (HCBS) per participant was more than one-third lower than the average annual Medicaid spending on
institutional care for beneficiaries in nursing homes.®

Nationally, there are an estimated 137,000 non-elderly persons who live in nursing homes and are eligible for MFP and could
potentially be transitioned to a Section 811 unit. The Genworth 2014 Cost of Care Survey estimate the national average cost of
nursing home at $77,380 a year for a semi private room. The cost of this type of facility has been growing at 4 percent a year in

5 Mathematica Policy Research. Money Follows the Person Demonstration: Overview of State Grantee Progress, July to December 2011. June 2012. Retrieved
from: http://www.mathematica-mpr.com/publications/PDFs/health/mfp_jul-dec2011_progress.pdf.

6 U.S Senate Health, Education, Labor, and Pensions Committee. 2014. Separate and Unequal: States Fail to Fulfill the Community Living Promise of the Americans
with Disabilities Act. Retrieved from: http://www.help.senate.gov/imo/media/doc/Olmstead%20Report%20July%2020131.pdf

7 Lipson, D.J., C.S Valenzano, and S.R. Williams. 2011. “What Determines Progress in State MFP Transition Programs?” National Evaluation of the Money Follows
the Person (MFP) Demonstration Grant Program, Report from the Field, No. 8. Cambridge MA: Mathematica Policy Research. October 2011. Retrieved from
http://www.mathematica-mpr.com/publications/pdfs/health/MFPfieldrpt8.pdf

8 Mathematica Report, June 2012.
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recent years.” The 2010 National Survey of Residential Care Facilities found that 6 out of 10 residents under age 65 in Assisted
Living Facilities are Medicaid beneficiaries. This represents approximately 45,000 people under age 65 living in these facilities who
are Medicaid beneficiaries. In 2013, the mean national total monthly charge per resident for residential care was $3,500 ($42,000 a
year).!?

4. How do we know this program works?

HUD is currently designing an evaluation of the Section 811 PRA demonstration program, as required under the Frank Melville
Supportive Housing Investment Act of 2010. This evaluation will be implemented in phases and will include an in-depth process
evaluation, case studies of promising supportive housing approaches for persons with disabilities, and preliminary outcome studies. A
second phase of the evaluation will include a comprehensive outcome and cost-effectiveness study that will capture participant-level
quality of life and health care outcomes and costs. In collaboration with HHS’ Centers for Medicare and Medicaid Services (CMS),
HUD expects to utilize administrative and survey data to document participants’ characteristics and housing and health outcomes and
costs.

Until HUD gets results from this evaluation, the MFP program provides useful information about the outcomes of people with
disabilities transitioning from institutions to the community. The MFP 2011 annual evaluation found that among those MFP
participants who reported being unhappy with their lives while living in an institution, about 73 percent reported being satisfied with
life in the community. Participants also reported greater sense of choice and control and community integration. '! Studies of the
traditional Section 811 program confirm this level of satisfaction with integrated living arrangements. Approximately 65 percent of
Section 811 residents were very satisfied with their living arrangements and 29 percent were somewhat satisfied. The majority of
residents (80 percent) stated that they were able to obtain the services they needed. Frequently cited reasons for moving into HUD-
assisted housing include: "a desire to live more independently" (47 percent), "availability of onsite support services" (9 percent), and
"handicapped accessible" (9 percent). *?

Past studies of the traditional Section 811 have shown that projects are in high demand, with rare vacancies and very low
turnover. > In an MFP report, States cited lack of affordable, accessible housing as the single greatest barrier to helping more
people move out of institutions. '*

® Genworth. 2014 Genworth Cost of Care Survey. Medicaid billing for a nursing home facility could be lower, but national data on the cost of nursing homes for
Medicaid beneficiaries was not available.

10 caffrey, C. et al. 2012. Residents Living in Residential Care Facilities: United States, 2010. NCHS Data Brief 91. Genworth. 2014 Genworth Cost of Care Survey.
11 Mathematica Report, June 2012

12 ppplied Real Estate Analysis (AREA). Evaluation of Supportive Housing Programs for Persons with Disabilities, volume I and II. Washington, DC: U.S.
Department of Housing and Urban Development. 1996

13 Applied Real Estate Analysis (AREA). Evaluation of Supportive Housing Programs for Persons with Disabilities, volume I and II. Washington, DC: U.S.
Department of Housing and Urban Development. 1996
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Recent reforms in Section 811 have addressed most of the issues identified in past studies and program reviews, namely: (a) delays
in project development due to administrative processes, the low capacity of sponsors, and insufficient capital advances; and (b) a
need for integrating the occupancy of the buildings themselves (less concentration of persons with particular types of disabilities or
diagnoses) in addition to locating buildings in integrated settings. With key changes enacted into law in fiscal year 2011 by the
Melville Act, Section 811 units funded through the Project Rental Assistance program will be integrated into larger multifamily
developments. The program is expected to build on the capacity created by the MFP Demonstration. Between 2007 and 2011,
States coordinated housing and supportive services to transition more than 11,560 non-elderly people with disabilities to community
living through MFP. *°

This Section 811 Project Rental Assistance is also expected to better leverage program funds by working better with other traditional
sources of affordable housing finance, such as LIHTC. Additionally, by allocating Section 811 funds through state housing agencies
that are already providing financing to multifamily projects and are coordinating supportive services to integrated community living,
HUD hopes to ensure that projects are ready more quickly and align more closely with other the federal initiatives.

5. Proposals in the Budget

e Housing for Persons with Disabilities (Section 811) Transfer Authority: In certain States, existing Section 811 group homes
are facing difficulties getting referrals for certain disability populations due to Olmstead settlements or enforcement actions.*
Lack of referrals puts these Section 811 properties at risk of failure or foreclosure, which would result in the loss of much
needed affordable housing options for persons with disabilities. The requested Section 811 transfer authority would give the
Department needed flexibility to transfer Section 811 subsidies to properties that comply with local Olmstead requirements.*’
(Section 247 of General Provisions)

6

14 | ocke, G., C. Nagler, K. Lam. Implications of Project Size in Section 811 and Section 202 Assisted Projects for Persons with Disabilities. Washington, DC: U.S.
Department of Housing and Urban Development. 2005. Also Applied Real Estate Analysis (AREA). Evaluation of Supportive Housing Programs for Persons with
Disabilities, volume I and II. Washington, DC: U.S. Department of Housing and Urban Development. 1996.

15 Mathematica Policy Research. 2012. Money Follows the Person 2011 Annual Evaluation Report: Final Report. Retrieved from http://www.mathematica-
mpr.com/publications/pdfs/health/MFP_annual report 2011.pdf

16 For example, a state O/mstead settlement with the Department of Justice may require that a state service agency not refer persons with mental illness or
developmental disabilities into group homes with more than four residents.
17 For example, under this authority a Section 811 project rental assistance contract supporting a 6-person group home could be transferred to two 3-person

group homes.
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HOUSING
HOUSING FOR PERSONS WITH DISABILITIES (SECTION 811)
Summary of Resources by Program
(Dollars in Thousands)

2013 2014
2014 Budget carryover 2014 Total 2014 2015 Budget carryover
Budget Activity Authority Into 2014 Resources obligations Authority Into 2015

2015 Total
Resources

2016
Request

Disabled (Capital

Advance, Other

Expenses and PRAC) ... .. $38,813 $38,813 $3,993 e $15,485
Disabled PRAC PAC

Renewal/Amendment .... $106,000 3,545 109,545 104,307 $135,000 5,233
Project Rental

Assistance

Demonstration (PRAD) . 20,000 201,521 221,521 100,642 . 153,879
PIH Amendment/Renewal

of Mainstream Vouchers

(Tenant-Based) ....... - 297 297 - - 297
Transformation

Initiative (transfer) e

Total .....ovvvnnnnn. 126,000 244,176 370,176 208,942 135,000 174,894
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HOUSING
HOUSING FOR PERSONS WITH DISABILITIES (SECTION 811)
Appropriations Language

The fiscal year 2016 President’s Budget includes proposed changes in the appropriation language listed and explained below. New
language is italicized and underlined, and language proposed for deletion is bracketed.

For amendments to capital advance contracts for supportive housing for persons with disabilities, as authorized by section 811 of the
Cranston-Gonzalez National Affordable Housing Act (42 U.S.C. 8013), for project rental assistance for supportive housing for persons
with disabilities under section 811(d)(2) of such Act and for project assistance contracts pursuant to section 202(h) of the Housing
Act of 1959 (Public Law 86—372; 73 Stat. 667), including amendments to contracts for such assistance and renewal of expiring
contracts for such assistance for up to a 1-year term, for project rental assistance to State housing finance agencies and other
appropriate entities as authorized under section 811(b)(3) of the Cranston-Gonzalez National Housing Act, and for supportive
services associated with the housing for persons with disabilities as authorized by section 811(b)(1) of such Act, [$135,000,000]
$177,000,000, to remain available until September 30, [2018] 2019: Provided, That amounts made available under this heading shall
be available for Real Estate Assessment Center inspections and inspection-related activities associated with section 811 projects:
Provided further, That, in this fiscal year, upon the request of the Secretary of Housing and Urban Development, project funds that
are held in residual receipts accounts for any project subject to a section 811 project rental assistance contract and that upon
termination of such contract are in excess of an amount to be determined by the Secretary shall be remitted to the Department and
deposited in this account, to be available until September 30, [2018] 2019: Provided further, That amounts deposited in this account
pursuant to the previous proviso shall be available in addition to the amounts otherwise provided by this heading for the purposes
authorized under this heading: Provided further, That unobligated balances, including recaptures and carryover, remaining from
funds transferred to or appropriated under this heading may be used for the current purposes authorized under this heading
notwithstanding the purposes for which such funds originally were appropriated. (Department of Housing and Urban Development
Appropriations Act, 2015.)
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HOUSING COUNSELING ASSISTANCE
2016 Summary Statement and Initiatives
(Dollars in Thousands)

Enacted/ Supplemental/ Total
HOUSING COUNSELING ASSISTANCE Request Carryover Rescission Resources obligations outlays
2014 Appropriation ................ $45,000 e e $45,000 $44,133 $36,883
2015 Appropriation/Request ........ 47,000 - - 47,000 47,000 30,000
2016 REQUEST +vvvvviernninnennnnnn 60,0002 . . 60,000 60,000 47,000
Program Improvements/Offsets ...... +13,000 - - +13,000 +13,000 +17,000

a/ This number includes an estimated Transformation Initiative (TI) transfer that may be up to $456 thousand.

1. What is this request?

For fiscal year 2016, the Department requests $60 million for the Housing Counseling Assistance program, an increase of $13 million
from the fiscal year 2015 enacted level. Funding at this level will permit the Office of Housing Counseling to meet nearly 2 million
consumers’ needs to improve or restore their borrowing ability, access credit, and improve their housing quality and affordability.

This funding request will expand the capacity and quality of the HUD-approved housing counseling network by:

e Sustaining and improving the roster of HUD-approved housing counselors as required by statute in order to help consumers
avoid scams and ensure the highest quality of housing counseling services;

e Increasing the capacity of housing counseling agencies through: (i) additional training opportunities for counselors, (ii)
increased consumer awareness of the benefits of housing counseling, (iii) creating or strengthening regional and statewide
housing counseling networks, and (iv) technical assistance to agencies to address the needs of underserved areas or
vulnerable populations;

e Increasing awareness of housing counseling and promoting policies that encourage the use of housing counseling prior to a
sales contracts, loan closing, early payment delinquency or loan default/modification;
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¢ Implementing initiatives to expand the accessibility and efficiency of housing counseling through streamlining and through
further reductions of administrative burdens to consumers and to counseling agencies; and

e Enhancing HUD’s oversight capacity by expanding its analysis of outcome measurements and improvements to its oversight
program.

The majority of the funding requested in this account, an estimated $52.5 million, will be distributed competitively to support the
direct provision of a holistic range of housing counseling services that are appropriate to local market conditions and individual
consumer needs. An additional $3 million will be used to strengthen the quality of housing counseling through training for
organizations and counselors that increases subject matter expertise and assists counselors and organizations to meet new
requirements pursuant to the Dodd-Frank Wall Street Reform and Consumer Protection Act (P.L. 111-203). The remaining

$4.5 million of the requested funds will be used for administrative contract services to further streamline internal processes, enhance
counseling agency oversight, measure the impact of counseling services, and increase consumer awareness of the program including
anti-fraud initiatives.

e In 2016, we estimate that 2,400 HUD-approved housing counseling agencies employing an estimated 8,000 newly or soon-