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MEMORANDUM

TO: NCSHA Members
FR: NCSHA'’s Policy and Government Affairs Team

RE:  Preliminary Analysis of the Administration’s Proposed FY 2011 Budget

Summary

The Administration yesterday sent Congress its FY 2011 Budget, proposing funding for
all federal programs, including HUD and the Department of Agriculture’s (USDA) rural
housing programs. It also contains the Administration’s tax proposals, including an extension
of the Housing Credit Exchange program in 2010 and the extension and expansion of the Build
America Bonds program. The Budget also says that the Administration will ask Congress for
authorization to increase the Federal Housing Administration (FHA) annual single-family
mortgage insurance premium.

The Budget does not contain a proposal to reform the housing Government-Sponsored
Enterprises (GSE), Fannie Mae and Freddie Mac, but HUD Secretary Shaun Donovan said the
Administration will release a GSE reform proposal soon.

NCSHA'’s preliminary analysis of the Budget’s housing proposals follows. We will send
you a more detailed analysis later this week.

HUD Highlights

The Administration proposes $41.6 billion in HUD budget authority, a $1.99 billion, or 5
percent, decrease from the $43.6 billion HUD appropriation provided under the FY 2010
omnibus spending bill the President signed December 16. After accounting for offsetting
receipts, mostly from the FHA mortgage insurance program, the Budget proposes to spend
$48.5 billion on HUD programs, a $1.5 billion increase over its 2010 funding.

The Budget increases Housing Choice Voucher funding by 8 percent, the project-based
Section 8 program by 9 percent, and homeless assistance by 11 percent. The Budget maintains
funding at the FY 2010 level for CDBG. It cuts funding for HOME, Section 202 Housing for the
Elderly, and Section 811 Housing for Persons with Disabilities. The Budget also proposes $1
billion in new funding to launch the Housing Trust Fund.



The Budget proposes to eliminate the Rural Housing and Economic Development
program and the Brownfields Economic Development Initiative. The Budget again proposes to
replace the HOPE VI program with the Choice Neighborhoods Initiative.

HOME: The Budget proposes $1.65 billion for HOME, a $175 million, or 10 percent, decrease in
its FY 2010 funding level of $1.825 billion.

Housing Choice Vouchers: The Budget proposes $19.6 billion for Housing Choice Vouchers, 8
percent more than the FY 2010 appropriation of $18.2 billion. Of this amount, the
Administration proposes $17.3 billion for expiring voucher renewals, $971 million more than
the FY 2010 appropriation. The Budget also proposes a $150 million fund for adjusting PHA
renewal allocations to account for unforeseen circumstances, including portability-associated
cost increases, the same as in FY 2010.

The voucher program funding includes $1.79 billion for PHAs” administrative costs, $216
million more than the FY 2010 appropriation. The proposed administrative fee total includes
$50 million for the Secretary to allocate as he deems necessary to PHAs requiring additional
administrative funds and for fees associated with tenant protection vouchers.

The Budget proposes continuing funding for all existing mainstream vouchers,
including new vouchers awarded in 2010, as well as $85 million in new special purpose
vouchers for homeless and at-risk of homelessness families with children, and persons with
disabilities. In addition, HUD proposes to design a comprehensive development strategy to
improve HUD IT systems to manage and administer the voucher program, implement an
improved Section 8 Management Assessment Program, improve administrative fee allocations
based on the cost of an efficiently managed PHA, develop a study to evaluate current Housing
Quality Standards (HQS) and improve the unit inspection process, and eliminate the cap
restriction on the number of families that each PHA may serve.

Section 8 Project-Based Rental Assistance: The Budget proposes $9.1 billion to renew expiring
Section 8 project-based contracts, a $734 million, or 9 percent, increase in the FY 2010
appropriation of $8.3 billion. HUD’s budget materials say this amount will preserve
approximately 1.3 million affordable rental units through increased funding for contracts with
private owners of multifamily properties. The Budget also proposes $322 million for
performance-based contract administrators” administrative fees, $64 million more than in FY
2010.

Transforming Rental Assistance (TRA): The Budget proposes to initiate a multi-year effort
called the Transforming Rental Assistance (TRA) initiative to regionalize the Housing Choice
Voucher Program and convert public housing and some assisted housing to project-based
vouchers. The primary goals of this initiative are to improve the physical condition and
management of the public housing stock, increase the mobility of assisted families, and
streamline HUD oversight of its rental assistance programs. The Budget proposes $350 million
in FY 2011 to fund the first phase of this initiative and preserve approximately 300,000 units of
public and assisted housing, increase administrative efficiency at all levels of program
operations, and enhance housing choice for residents.




HUD’s budget materials indicate that by the spring of 2010, the Administration will
transmit to Congress proposed legislation to amend the project-based voucher program to
authorize long-term property-based rental assistance contracts with a resident mobility feature.

Housing Trust Fund: The Budget requests $1 billion in mandatory spending, subject to
PAYGO legislation, to capitalize the Housing Trust Fund.

Housing Counseling: The Budget proposes $88 million for housing counseling, the same
amount as its FY 2010 appropriation. The Budget also proposes $113 million for the
Neighborhood Reinvestment Corporation’s National Foreclosure Mitigation Counseling
program, a $48 million increase over the 2010 funding level.

Community Development Fund: The Budget proposes to fund the Community Development
Fund at $4.38 billion, a $70 million, or 2 percent, decrease in the FY 2010 appropriation, and to
maintain CDBG funding within it at $3.99 billion.

The Budget proposes a number of improvements to the CDBG program, including
redesigning the state and local government consolidated plans and planning process, increasing
accountability, and improving performance metrics in grantee reporting.

Sustainable Communities: The Budget proposes $150 million for the Sustainable Communities
Initiative, equal to 2010 funding. This initiative has four parts. First, HUD will continue to
collaborate with the Department of Transportation (DOT) and the Environmental Protection
Agency (EPA) to offer Sustainable Communities Planning Grants. This program is designed to
catalyze integrated metropolitan transportation, housing, land use, and energy planning, using
sophisticated data, analytics, and geographic information systems. These integrated plans are
created to inform state, metropolitan, and local transportation, infrastructure, and housing
investments. Second, the initiative will fund challenge grants to help localities implement the
Sustainable Communities Plans.  Third, the proposal will support the creation and
implementation of a capacity-building program and tools clearinghouse designed to support
both Sustainable Communities grantees and other communities interested in becoming more
sustainable. Finally, the Initiative will provide funding for a joint HUD-DOT-EPA research
effort designed to advance transportation and housing linkages.

Catalytic Investment Competition: The Budget proposes under the Community Development
Fund, $150 million for a new initiative, the Catalytic Investment Competition Grants program,
which will provide economic development and gap financing to implement and capitalize
innovative and targeted economic investment for neighborhood and community revitalization
for low- to moderate-income families. Projects may implement activities to augment the Choice
Neighborhoods Initiative, Promise Neighborhoods, HOPE VI, Sustainable Communities, or
other place-based strategies to help strengthen existing and planned investments in targeted
neighborhoods to improve economic viability, extend neighborhood transformation efforts, and
foster viable and sustainable communities. Applicants will be required to leverage other federal
community development resources.

Homeless Assistance: The Budget proposes $2.06 billion for homeless assistance, $187 million
more than its FY 2010 appropriation, an increase of 11 percent.




In 2011, the Administration will implement the HEARTH Act, which combined HUD’s
three competitive grant programs: Shelter Plus Care, Supportive Housing, and Section 8
Moderate Rehabilitation Single Room Occupancy.

Housing for the Elderly and for Persons with Disabilities: The Budget proposes $274 million
for the Section 202 Housing for the Elderly program, $551 million less than in FY 2010. The
Budget proposes $90 million for the Section 811 Housing for Persons with Disabilities program,
$210 million less than in FY 2010.

The Budget proposes to eliminate construction funding for new projects in order to
redesign the programs and institute reforms that will ensure that future projects are more cost
effective and well-targeted. The Budget also proposes to shift the $113.6 million required to
renew nearly 15,000 Mainstream Vouchers from the Section 811 account to the tenant-based
rental assistance account.

Public Housing: The Administration proposes to provide $2 billion for the Public Housing
Capital Fund, $455.8 million, or 18 percent, less than in FY 2010. The Budget proposes $4.8
billion for the Public Housing Operating Fund, $54 million, or 1 percent, more than last year.

HOPE VI/Choice Neighborhoods Initiative: The Budget proposes no new funding for the
HOPE VI program for revitalization of severely distressed public housing, as it proposes to
replace it with the $250 million Choice Neighborhoods Initiative. HOPE VI was funded at $200
million and Choice Neighborhoods was funded at $65 million in FY 2010.

Choice Neighborhoods” goal is to transform extremely poor neighborhoods into
functioning, sustainable mixed-income neighborhoods with appropriate services, schools,
public assets, transportation, and access to jobs. The Choice Neighborhoods grants will
primarily fund the preservation, rehabilitation, and transformation of public and HUD-assisted
housing. The program builds on the success of HOPE VI with a broader approach to
concentrated poverty. Grantees will include PHAs, local governments, nonprofits, and for-
profit developers. Grant funds can be used for resident and community services, community
development and affordable housing activities in surrounding communities, and multifamily or
single-family property disposition, including the conversion of these properties to affordable
housing. The program will also implement rent and work incentives to help public and HUD-
assisted housing residents access jobs and move to self-sufficiency.

AIDS Housing: The Budget proposes $340 million for the Housing Opportunities for Persons
with AIDS (HOPWA) program, $5 million more than its FY 2010 appropriation.

Rural Housing and Economic Development (RHED): The Budget proposes no new funding
for RHED. RHED provides capacity-building and program grants to nonprofits and public
agencies supporting housing and community development in rural areas.

Lead-Based Paint Hazard Reduction: The Budget proposes $140 million for the Lead Hazard
Reduction Program, the same as its FY 2010 appropriation.



Capacity Building: The Budget proposes $60 million for a redesigned Capacity Building
program. This competitive grant program is designed to develop the capacity and ability of
community development corporations, community housing development organizations, and
local governments to undertake community development and affordable housing projects and
programs for low-income families. In addition to nonprofit intermediaries and other consortia,
this program will work with states and cities to help them readily understand how to meet the
needs of their communities, leverage private and other kinds of resources, and align existing
programs to build resilience in difficult economic times. Grants provided under this program
will require a three-to-one match from private sources.

Combating Mortgage Fraud: The Budget requests $20 million for the FHA Mortgage Fraud
Initiative, launched last year, to combat mortgage fraud and predatory practices. The request is
equal to FY 2010’s funding level.

Energy Innovation Fund: The Budget supports the continuation of the Energy Innovation
Fund, which is intended to stimulate and enhance private investment in cost-saving energy
efficiency retrofits of existing housing, through improved use of FHA single-family and
multifamily mortgage products. The Energy Innovation Fund provides support for promising
local initiatives that can be replicated across the nation. HUD did not request new funds for FY
2011 as it anticipates that the FY 2010 appropriation of $50 million will fund significant pilot
activity through FY 2011.

Transformation Initiative: The Budget proposes $20 million for the Transformation Initiative
to transform and revive HUD, the same as its FY 2010 funding level. In addition, up to 1
percent of each program’s funding would be transferred to this fund for: research, evaluation,
and program metrics; program demonstrations; information and technology; and technical
assistance and capacity building.

Other Budget Proposals Relevant to Housing

Housing Credit Exchange Program: The Budget proposes to extend the Housing Credit
Exchange program for an additional year. If Congress accepts this proposal, which the House
included in the Tax Extenders Act of 2009 and the Senate has under consideration, states would
be allowed to exchange: their unused 2009 Housing Credit ceiling; Credits returned in 2010; up
to 40 percent of the state’s 2010 per capita authority; and up to 40 percent of the state’s share of
the 2010 national pool allocation, if any. The proposal would not allow states to exchange 4
percent or Disaster Credits. States would be required to use their Credit Exchange funds by
December 31, 2012.

The Budget also states that the Administration will seek “additional authority to
ensure that the cash assistance is used in compliance with LIHTC rules.”

Federal Housing Administration (FHA): The Budget says that the Administration will ask
Congress for authorization to increase the FHA annual single-family mortgage insurance
premium to .85 percent of the loan amount for most mortgages and .90 percent for low-down-
payment mortgages from the current .50 percent for all mortgages. HUD recently announced it




is increasing the FHA upfront premium to 2.25 percent from 1.75 percent. If Congress approves
the annual premium increase, HUD will reduce the upfront premium to 1 percent.

Government-Sponsored Enterprise (GSE) Reform: Despite Administration officials” repeated
statements over the last few months that the Administration would be putting forward its plan
for the housing GSEs, Fannie Mae and Freddie Mac, with the FY 2011 Budget, its only comment
about GSE reform says, “The Administration continues to monitor the situation of the GSEs
closely and will continue to provide updates on considerations for longer term reform of Fannie
Mae and Freddie Mac as appropriate.”

HUD Secretary Shaun Donovan said today that the Administration will issue its GSE
reform proposal soon but did not reveal when or provide any information on the proposal.

Rural Housing Programs: The Budget proposes $1.2 billion for the Section 502 single-family
subsidized direct loan program, a $1 million increase over FY 2010. It also recommends an
increase of $5.8 billion in funding for the Section 502 unsubsidized guaranteed loan program to
$12 billion.

The Budget proposes $95.2 million for the Section 515 rural rental housing loan program,
an increase of $25.7 billion. It also proposes to fund the Section 538 multifamily loan guarantee
program at $129 million, the same amount as in FY 2010.

The Budget proposes $18 million for the Section 542 rural housing voucher program, $2
million, or 13 percent, more than appropriated in FY 2010. The program provides vouchers for
families living in Section 515-assisted properties whose owners prepay their mortgages.

Build America Bonds: The Administration proposes to make the Build America Bond (BAB)
program permanent in a way designed to be approximately revenue neutral in comparison to
the federal tax cost from traditional tax-exempt bonds. The Administration also proposes to
expand the BAB program beyond new investments in governmental capital projects to include
certain additional uses for which state and local governments may use tax-exempt bonds under
existing law. This may include allowing issuers to use BABs for private activity bond-eligible
activities, including housing.




FY 2011 HUD/RHS Funding

(Numbers in Millions)

Percent
FY 2010 HUD FY 2011 difference
HUD Enacted Budget between FY10
Levels Request & FY11
Request
AIDS Housing (HOPWA) 335 340 1%
Brownfield Grants 18 0 -100%
Community Development Fund 4,450 4,380 2%
CDBG Formula Grants [3,990] [3,990] 0%
Economic Development Initiatives (EDI) [173] [0] -100%
Neighborhood Initiatives [22] [0] -100%
Sustainable Communities Initiative [150] [150] 0%
Catalytic Investment Competition [0] [150] N/AP
Rural Innovation Fund [25] [0] -100%
Other Set-Asides [90] [90] 0%
Elderly Housing (Section 202) 825 274 -67%
HOME Investment Partnerships 1,825 1,650 -10%
Flexible HOME Formula Grant [1,825] [1,650] -10%
ADDI [0] [0] 0%
Housing Counseling [0] [0] 0%
Information Systems [0] [0] 0%
Technical Assistance [0] [0] 0%
Homeless Assistance Grants 1,865 2,055 10%
HOPE VI 200 0 -100%
Choice Neighborhoods Initiative [65] 250 285%
Housing Choice Vouchers 18,184* 19,551* 8%
Voucher Renewals [16,339] [17,310] 6%
Incremental [90] [151] 68%
Tenant Protection Vouchers [120] [125] 4%
Administrative Fees [1,575] [1,791] 14%
Family Self Sufficiency Program [60] [60] 0%
Central Fund [150] [150] 0%
Housing Counseling Assistance 153 201 31%
HUD Housing Counseling [88] [88] 0%
NRC National Foreclosure Mitigation [65] [113] 74%
Housing for Persons with Disabilities (811) 300 90 -70%
Lead-Based Paint Hazard Reduction 140 140 0%
National Housing Trust Fund 0 1,000 N/AP
Native American Housing Block Grants 700 580 -17%
Project-Based Section 8 8,552* 9,382* 9%
Contract Renewals [8,326] [9,060] 9%
Contract Administration [258] [322] 25%
Public Housing Capital Fund 2,500 2,044 -18%
Public Housing Operating Fund 4,775 4,829 1%
Rural Housing and Economic Development 0 0 0%
Self Help & Assisted Homeownership 82 0 -100%
Transforming Rental Assistance 0 350 N/AP
Transformation Initiative 20%* 20%* 0%
HUD Net Discretionary Budget 43,581 41,590 5%
(excluding supplemental appropriations)
HUD Gross Discretionary Budget 46,924 48,467 3%
* includes an advanced appropriation
**plus up to 1 percent of funding in various program accounts
Percent
FY 2010 USDA FY difference
USDA Enacted 2011 Budget | between FY10
Levels Request & FY11
Request
Section 502 SF Direct Loans 1,121 1,200 7%
Section 502 SF Guaranteed Loans 12,000 12,000 0%
Section 538 MF Guaranteed Loans 129 129 0%
Section 521/502 Rental Assistance 980 966 -1%
Section 542 Rural Voucher Assistance 16 18 13%




