Financial I nformation
Notes To Financial Statements

Note 18: Contingencies
Lawsuitsand Other

FHA isparty in various legal actions and claims brought by or against it. In the opinion of management
and general counsel, the ultimate resolution of these legal actionswill not have an effect on FHA’s
consolidated financial statements as of September 30, 2013. Asaresult, no contingent liability has been
recorded.

HUD is party to a number of claims and tort actions related to lawsuits brought against it concerning the
implementation or operation of its various programs. The potentia loss related to an ongoing case related
be HUD' s assisted housing programs is probable at this time and as a result, the Department has recorded
acontingent liability of $100 thousand in its financial statements. The Department a so estimates other
cases Where the expected outcome totaling $351 million is reasonably possible but not probable and
therefore no contingent liability was recorded in HUD' s financia statements. Other ongoing suits cannot
be reasonably determined at this time and in the opinion of management and general counsedl, the ultimate
resolution of pending litigation will not have a material effect on the Department’ s financial statements.

Note 19: Fundsfrom Dedicated Collections

Funds from dedicated collections are financed by specifically identified revenues and are required by
statute to be used for designated activities or purposes.

GinnieMae

Ginnie Mae is a self-financed government corporation, whose program operations are financed by a
variety of fees, such as guaranty, commitment, new issuer, handling, and transfer servicing fees, which
areto be used only for Ginnie Mag' s legidatively authorized mission. In FY 2013, Ginnie Mae was
authorized to use $22 million for payroll and payroll related expense, funded by commitment fees.

Rental Housing Assistance Fund

The Housing and Urban Devel opment Act of 1968 authorized the Secretary to establish arevolving fund
into which rental collectionsin excess of the established basic rents for unitsin Section 236 subsidized
projects would be deposited. The Housing and Community Devel opment Amendment of 1978 authorized
the Secretary, subject to approval in appropriation acts, to transfer excess rent collections received after
1978 to the Troubled Projects Operating Subsidy program, renamed the Flexible Subsidy Fund. Prior to
that time, collections were used for paying tax and utility increasesin Section 236 projects. The Housing
and Community Development Act of 1980 amended the 1978 Amendment by authorizing the transfer of
excess rent collections regardless of when collected.

Flexible Subsidy

The Flexible Subsidy Fund assists financially troubled subsidized projects under certain FHA authorities.
The subsidies are intended to prevent potentia 1osses to the FHA fund resulting from project insolvency
and to preserve these projects as a viable source of housing for low and moderate-income tenants.
Priority was given with Federa insurance-in-force and then to those with mortgages that had been
assigned to the Department.

93



