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Introduction and Overview

INTRODUCTION AND OVERVIEW

Good housing and thriving, safe communities are vita to the well-being of every American.
Nationally, expenditures on housing and utilities comprise 18 percent of personal expenses, and
investment and other expenditures on housing make up amost 10 percent of the U.S. economy.
HUD’ s misson isto promote adequate and affordable housing, economic opportunity, and a
suitable living environment without discriminetion for dl Americans. By working with partnersin
the public and private sectors, with community groups, and with families and individuas, and by
carefully leveraging socid and financia resources, HUD has an impact on America's
communities that isfar greeter than its budget of some $32 hillion might imply.

To pursue its mission, the U.S. Department of Housing and Urban Devel opment adopted a 6-
year Strategic Plan on September 30, 1997. This plan covered fisca years (FY) 1998 through
2003 to guide the Department’ s efforts into the early years of the 21t century. This document,
HUD’sFY 2001 Annual Performance Plan (APP), coversthe fourth year of the Strategic
planning period.! The Department isin the process of developing its Strategic Plan for FY 2001
through FY 2006. The new srategic plan will be substantidly different from the earlier plan,
enhanced by what we have learned through dramaticaly increased efforts in strategic planning
and by progress made as part of the Department’ s 2020 Management Reform. Thisyear’s
APP supports the strategic goa's and objectives established for the new Strategic Plan.

HUD’'s FY 2001 Annual Performance Plan

HUD' sfirg Strategic Plan set out the Department’ s misson and vision and identified seven
Strategic Objectivesto further its mission. As part of the FY 2000 APP process, the
Department has dso reformulated five targeted Strategic Goas. These gods will be continued
and form the basis for the Strategic Plan which is currently being developed for FY 2001-2006.
Therefore they are continued in this APP for FY 2001. These Strategic Gods are:

Increase the availability of decent, safe, and affordable housing in American communities.
Ensure equd opportunity in housing for al Americans.

Promote saif-sufficiency and asset development of families and individuas.

Improve community qudity of life and economic vitdity.

Ensure public trust in HUD.

All these gods are critical and dl areinterrdated. The first four Strategic Goa's summearize the
basic intent of HUD’ s mgjor satutory authority. The last is apersond commitment made on
behalf of HUD by Secretary Andrew Cuomo. Under Secretary Cuomo’s leadership, the
Department implemented the HUD 2020: Management Reform Plan, afundamenta overhaul

! Neither the Strategic Plan nor this APP contains information for the Office of the Inspector Genera (OIG).
Plans for the OIG were submitted separately.
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of HUD' sinterna systems and approaches to customers and partners. It set out the path for
HUD to manage programs and people more efficiently and responsibly to ensure HUD's
relevance and effectiveness into the 21t century. Although treated as a separate god, ensuring
the public trust also permestes dl Departmenta planning and is an integra part of each objective
in the Annua Performance Plan.

The FY 2001 APP links the goals and objectives of the Strategic Plan with HUD' s policies, its
programs, its budget resources, and its partnerships with and impact on American communities.
It links measures of desired societd outcomes (such as increasing homeownership rates,
reducing worst case housing needs, and improving community economic vitaity) with
programmatic indicators of outputs from HUD programs. It also cites key external factors (such
as macro-economic conditions, consumer confidence, policy discretion by loca jurisdictions,
mortgage interest rates and tax policies) that affect those outcomes, often in profound ways, but
that typicdly are beyond HUD’ s contral.

HUD has established an internal Business and Operating Plan (BOP) process that involves the
entire Department, both heedquarters and field, in the development and success of the
Department’s Strategic and Annual Performance Plans. The BOP is the interna, unifying
management process al organizations use to establish, coordinate and implement Strategies,
office gods and action plans that track measurable results for the year. The BOP identifies how
HUD will accomplish the important outcomes for communities contained in the APP. The BOP
produces the intermediate outputs and outcomes that support the Department’ s strategic goas
and specific program indicators. 1t alows the Department to manage its processes and
resources and to make adjustments, as necessary, to accomplish specific goals.

The drategic planning process is iterdtive by nature, with successive refinements. The BOP
process has informed the five Strategic Gods and the Strategic Objectives described here.
These have evolved from those presented in the 1997 Strategic Plan to more accurately portray
our vison of HUD as we begin the millennium. Likewise, this APP will inform the Department’s
revised Strategic Plan due to Congress in September 2000.

Last year, HUD made broadly recognized dramatic improvementsto its APP. The changesto
the FY 2000 APP resulted from extensive consultation with Congress, the Office of
Management and Budget (OMB), the National Academy of Public Administrators, and our
stakeholdersin the public and private sectors. Building on the successes of the FY 2000 APP,
this APP is further improved by better defining outcomes, refining the relaionship of outcomes
and outputs, and better describing the nature of HUD' s relationship with its partnersin other
federd agencies and a the state and locd leve. This document aso reflects the evolution of our
thinking as we continue to regp the results of the implementation of HUD' s 2020 management
reforms, and increase focus, emphass and activity in improving our internd data systems and
datareporting.
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HUD’s Mission, Vision, Strategic Goals, and Strategic Objectives

HUD’s Mission: Promote adequate and affor dable housing, economic oppor tunity, and a

auitable living environment free from discrimination.

Vision: In order to fulfill its misson, HUD will be a high-perfor ming, well-respected, and
empowering partner with all levels of government, with the private sector, and with
familiesand individuals.

Strategic Goal 1 Strategic Goal 2 Strategic Goal 3 Strategic Goal 4 Strategic Goal 5
Increase the Ensure equal Promote self- Improve community | Ensure public
availability of opportunity in sufficiency and quality of life and trustin HUD.
decent, safe, and housing for all asset development economic vitality.
affordable housing Americans. of familiesand
in American individuals.
communities.

Strategic Strategic Strategic Strategic Strategic
Objectives Objectives Objectives Objectives Objectives
1.1 Homeownership = 2.1 Housing 3.1 Homeless 4.1 Thenumber, 5.1HUD and
isincreased. discriminationis familiesand quality, and HUD’s partners
reduced. individualsbecome | accessibility of jobs | effectively deliver
self-sufficient. increasein urban resultsto
and rural customers.
communities.
1.2 Affordable 2.2 Low-income 3.2 Poor and 4.2 Disparitiesin 5.2 HUD leads
rental housing is people are not disadvantaged well-being among housing and
availablefor low- isolated familiesand neighborhoodsand | urban research
income households. | geographically in individualsbecome | within metropolitan = and policy
America self-sufficient and areas are reduced. development
develop assets. nationwide.

1.3 Americas
housing is safe and
disaster resistant.

2.3 Digparitiesin
homeownership
rates among racial
and ethnic groups
are reduced.

4.3 Communities
are safe.
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Organization of this document

Each of the five following sections discusses one of the Strategic Godls, how it relates to the
Departmental mission, and the Strategic Objectives important to redizing the god. Strategic
God 5 dsoindudes afull discusson of how HUD is addressing its long-term management
challenges. For each Strategic Objective, we have provided a detailed “crosswalk” between
indicators of societal outcomes, indicators of programmatic outputs, and major external factors
that influence the environment in which policies and programs are being carried out. These
performance indicators and the targets set for FY 2001 specify how progress toward HUD’s
objectives will be measured. The discussion of each Strategic Objective is organized as follows:

Overview.

External factors likdly to affect the achievement of the outcome and output targets chosen
to measure progress toward the Strategic Objective.

Means and strategies that HUD employs to achieve the Strategic Objective.

HUD programs contributing to the Objective, and past and requested budgetary resources
for each program.

Coordination with other Federa agencies.

A “ crosswalk” table summarizing outcome indicators, programmetic output indicators, and
externa factors,

Detailed discussion of each performance indicator including its background, the source of
data, past performance, targets set for FY 20012 in order to progress toward the Strategic
Objective, and asummary of data validation and verification issues. Specific program-
related data quality issues are addressed within the commentary on each performance god
asthey arelisted throughout the APP.

Together, the Strategic Plan and the APP are intended to create a useful overview of how HUD
is ddivering its programs and accounting for the dollars entrusted to us by taxpayers. The format
used to present information here is designed to provide a broad overview of Departmental
policies and programs, yet supply sufficient detail to accurately track progress within the
Department’ s areas of reponsibility. Guiding and tracking HUD’ s performance through
planning efforts such as these will ensure better housing opportunities and stronger American
communities.

2 Unless otherwise noted, all targetsidentified in the detailed discussions of indicators of societal outcomes
and programmatic outputs below are for FY 2001.




Goal 1: Increase the Availability of Decent, Safe, and Affordable Housing

STRATEGIC GOAL 1:
INCREASE THE AVAILABILITY OF DECENT, SAFE, AND
AFFORDABLE HOUSING IN AMERICAN COMMUNITIES

Strategic Objectives:

1.1 Homeownership isincreased.
1.2 Affordablerental housing isavailablefor low-income households.
1.3 America’'shousingissafe and disaster resistant.

One of HUD’s most important roles is to increase the availability of decent, safe, and affordable
housng for dl Americans. Many HUD programs are dedicated to expanding opportunities for
those who wish to become homeowners. In addition, HUD must continue to improve rentd
housing affordability, avalability, and accessibility for low- and moderate-income individuds and
families, thus strengthening the “ladder” to homeownership and salf-aufficiency for more
Americans. Although the qudity of U.S. housing has steadily improved over the past five
decades, actions to reduce or eliminate remaining hazards and substandard conditions and make
housing more resstant to disasters are dlill vitd.

Objective 1.1: Homeowner ship isincreased.

Overview

Through homeownership, an individud or family makes an invesment in the future. A homeisan
ast that can grow in vaue and provide capitd to finance future needs of afamily, such as
college for children or financid security for retirement. Additiondly, homeownership helps
gtabilize neighborhoods, strengthen communities, and stimulate economic growth. From the
early days of the Federal Housing Authority (FHA) in the 1930s to the present, Congress and
the President have repestedly charged HUD with opening doors to homeownership for more
Americans.

The Adminigtration has achieved marked progress in raising the homeownership rate. After
risng steadily between 1940 and 1980 (from 43.6 to 65.6 percent of households), the overall
national ownership rate fell after 1980 to fluctuate near 64 percent throughout the 1986-1993
period. But in the Sx years between 1993 and 1999, homeownership has again risen steadily
and reached an dl-time annud high of 66.8 percent in 1999 — the third annud increase in arow
—and reached a quarterly rate of 67.0 percent at the end of FY 1999. Nevertheless,
homeownership rates remain too low for many groups in our Nation. Although ownership
among higher income households and those with older heads of household held steedy during
the decline, younger households and those with lower incomes fared lesswell. Between 1980
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and 1991, for example, homeownership rates for households headed by persons under the age
of 35, both married and single, fdl by nearly one-fifth. Over that decade, ownership rates fell by
10 percent for moderate-income households and by 17 percent for low-income households.
Moreover, at low- and moderate-income levels, drops in ownership were concentrated among
families with children — those who most need to build assets for a hedthy, secure future,

Homeownership is particularly low in economically distressed aress, including those defined as
“underserved” by the mortgage finance system. For example, in centrd cities overdl, dthough
ownership has recently increased (topping 50 percent for the first time in 1998), the 1999 rate
of 50.5 percent ill 1ags behind the 73.2 percent in the suburbs and 73.7 percent in
nonmetropolitan aress.

HUD has awide variety of programs that support homeownership. Many programs, especidly
those of FHA, the Government Nationa Mortgage Association (Ginnie Mage), and the Office of
Housng, seek generdly to cut the costs of homeownership, including financing, production, and
transaction costs and fees, to make homeownership more affordable and to make financing
more widdy available. State and loca grantees make extensive use of funds from Community
Deveopment Block Grants (CDBG) and HOME (Housing Investment Partnerships) for
homeownership. Homeownership is further advanced through goas set by HUD for the
housing government-sponsored enterprises (GSES). Other HUD programs promote
homeownership through housing counsdling, self-help sweet equity programs such as Habitat for
Humanity, and use of Section 8 vouchers for homeownership.

External factors

Nationa and regiond economic conditions exert a critica influence on increasing
homeownership or achieving any of HUD’ s specific performance targets that measure progress
toward that objective. For example, higher interest rates can reduce the number of fird-time
homebuyers, thus reducing the number of homesinsured by FHA in HUD’ s Office of Housing.
Smilarly, if the economy weskens and unemployment rises, FHA may experience a higher loan
default rate. Conversdly, falling interest rates might increase refinancing (as occurred from
1996 through 1998), thus reducing the share of new loans going to firs-time buyers, even as
thelr numbersrise.

Increasing homeownership rates aso depends on the actions of many private and public
players. Aspart of the Presdent’s Nationad Homeownership Strategy, HUD leads the
Nationd Partners for Homeownership, 66 nationd partners representing industry, lenders, non-
profit groups, and dl sectors of government. Through the Nationa Partners, organizations such
as Habitat for Humanity, the Mortgage Bankers Association, the National Association of
Redltors, and the National Association of Home Builders, are aming to raise the nationa
homeownership rate to an al-time high of 67.5 percent by the end of 2000. Programs of other
Federd agencies, particularly the Departments of Agriculture and Veterans Affairs, and choices
made by State and local governments, such as use of authority for State mortgage revenue
bonds, aso influence the success of homeownership objectives.
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Means and strategies

HUD brings awide variety of tools to bear on this objective. The overdl strategy isto carefully
apply public-sector dollars, whether through mortgage insurance, grants, loans, or direct
subsidies, to leverage the private market to make it eesier for low- and moderate-income
Americans to buy and keep their own homes. To implement that strategy, HUD will continue to
work to:

Maintain liquidity in the market for mortgage credit. The liquidity created by Ginnie Mae as
well as by Freddie Mac and Fannie Mag, the two government-sponsored enterprises
(GSEs) HUD regulates, assures that mortgage funds are available at the lowest rates
possible for home loans around the nation.

Reduce FHA’s cost of providing mortgage insurance. By reducing FHA's costs, HUD can
reduce the up-front costs of purchasing a home. These costs are amgjor barrier to
homeownership for many low- and moderate-income families.

Increase the share of firgt-time homebuyers through FHA and Ginnie Mae programs.

Reduce homebuying risk for prospective home owners by improving the qudity of FHA
gppraisas.

Encourage housing counsdling programs to help underserved groups move into
homeownership, because understanding the process of homebuying, including how to shop
for amortgage and to build good credit, is frequently a barrier to homeownership.

Set regulatory gods for housng GSEs to expand opportunities for low- and moderate-
income homebuyers and in underserved geographic aress.

Encourage homeownership in lower income neighborhoods through initiatives such as Ginnie
Mae's Targeted Lending Initiative, which reduces the securitization fee paid by lendersto
Ginnie Mae for loansin targeted low-income aress.

Through the “One Million Homes’ inititive, a partnership between the Nationd Association
of Homebuilders, the United States Conference of Mayors, and HUD, promote the
condruction of an additiona one million new single family homes in urban areas across the
nation by 2010.

Encourage public housing authorities (PHAS) to provide for the use of Section 8 vouchers
for firg-time home purchases.

Encourage public housing authorities to include homeownership opportunities under HOPE
V1 public housing revitdization grants.

When grantees and participating jurisdictions choose to use CDBG funds for
homeownership, encourage good program design and targeting to those who would
otherwise be unable to become homeowners.

Provide counseling services to reduce the default rate in order to encourage responsible
homeownership.
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Reduce costs of operating and maintaining new and existing homes and of congtructing new
homes through the interagency Partnership for Advancing Technology in Housing (PATH).

Take advantage of economies of scale and alow better, more efficient use of new
technologies through HUD’ s four Homeownership Centers (HOCs). This consolidation
and greamlining is providing fagter, more uniform service to FHA clients, lenders, and
borrowers. Loan production isincreasing in targeted populations with better marketing and
outreach. Processing time for insurance endorsements has been cut from two weeks to one
day.

Through HUD’s Community Builders, convene, host and co-sponsor a variety of

homeownership fairs, and increase HEL P program participation by identifying, recruiting
and educating non-profits, universities and nationd intermediaries.

Through the Community Builders assist locd communities to identify Revitaization Areas for
goprova by the Office of Housng. FHA’s four Homeownership Centers may make this
designation in low-income neighborhoods to encourage homeownership. In these areas
FHA homes may be sold at a discount for the Officer Next Door and Teacher Next Door
programs, aswell asto loca non-profits and government entities.

The FY 2001 budget includes the Indian Homeowner ship Intermediary Initiative, which
responds to the August 6, 1998, Presidential Memorandum “Economic Development in Native
American and Alaska Communities,” to the Secretaries of Commerce, Treasury, Interior, HUD
and the Adminigrator of the Small Business Adminidration The cregtion of a non-profit
intermediaries with expertise in issues facing Indian homeownership will serve as the catays for
ahomeownership market by providing technical assistance and capacity-building funds for the
formation of non-profit organizations to offer homeownership and related services on Indian

reservations.

Programs supporting Objective 1.1: Homeowner ship isincreased.
(Dallarsin Millions)

Program FY 1998 | FY 1999 | FY 2000 | FY 2001
act. act. est. est.

Community Planning and Development

Community Development Block Grants 4,675 4,743 4781 4,900
Self Help Homeownership Opportunities [20] [20] [20] [18]
Habitat for Humanity [7 [4] [4] [8]
Mississippi Deltalnitiative NA NA NA [22]
HOME Investment Partnerships Program 1,500 1,600 1,600 1,650
Rural Housing and Economic Development [25] 25 25 27
Public and Indian Housing

Revitalization of Distressed Public Housing 550 625 575 625
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Program FY 1998 | FY 1999 | FY 2000 | FY 2001
act. act. est. est.

Native American Housing Block Grants 600 620 620 650
Native American Home Loan Guarantee {62} {69} {72} {72}
Program/Commitment Level
Native American Home L oan Guarantee 5 10 6 6
Program/Program Account
Indian Homeownership Intermediary Initiative NA NA NA [9]
Housing
FHA:MMI Commitment Level {100,245} {12346} {140,000} {160,000}
FHA:MMI Program Account 338 329 491 4901
FHA :GI/SRI Commitment Level {15,513} {16,924} {18,100} {21,000}
FHA:GI/SRI Program Account 319 308 311 456
Housing Counseling Assistance [20] [18] [15] [24]
Section 202/811 (Elderly and Disabled) 839 84 911 989
Oversight of housing GSEs (Fannie Mae and NA NA NA NA
Freddie Mac)
GinnieMae
Government National Mortgage {130,000} {200,000}, {200,000} {200,000}
Association/Commitment Level
Government National Mortgage 9 9 9 9
Association/Program Account
Targeted Lending Initiative {2,000} {2,000} {2,000} {2,000}
Policy Development and Research
Partnership for Advancing Technology in NA 10 10 12
Housing

Note: Brackets reflect funding as a set-aside and braces represent |oan commitments supported by the
specified program area. Dollars shown represent the total for the program, not necessarily the amount
devoted to this objective.

Coordination with other Federal agencies

As part of the Presdent’ s National Homeownership Strategy, HUD coordinates the Nationa
Partners for Homeownership, which includes 66 nationd partners working to cut the costs of
homeownership, remove barriers, open markets, and expand opportunities for homeownership
nationwide. Federd agency partnersinclude the Department of Agriculture, the
Department of Veterans Affairs, the Department of Ener gy and the Department of
Treasury.

Through the Partner ship for Advancing Technology In Housing (PATH), HUD is
responsible for coordinating federd agency activity to make housing more affordable, safer, and
more energy efficient. HUD isworking dosdy with the Departments of Ener gy, Commer ce,
and Agriculture, aswdl aswith the Department of Labor’s Occupational Safety and
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Health Administration, the Environmental Protection Agency (EPA), the National
Science Foundation (NSF), and the Federal Emer gency M anagement Administration
(FEM A) on advanced housing research projects, cooperétive research and development
agreements with industry, and federd conferences. PATH aso leads efforts to increase and
integrate federa agency housing research and demongtration programs by ensuring that agency
roles are well defined, and that agency research programs are responsive to the mainsiream
housing industry without duplicating efforts the industry should undertake itsdlf.

HUD works cooperatively with five other regulatory agencies that are required to collect data
under the Home Mortgage Disclosure Act (HMDA). These agencies include the Office of
Thrift Supervision, the Comptroller of the Currency (OCC), the Federal Reserve, the
Federal Deposit Insurance Cor poration and the National Credit Union Administration.
The Federal Financial I ngtitutions Examination Council (FFIEC) isthe governing board
that is respongble for collecting and disseminating thisinformation. HMDA provides
information about how mortgage credit is provided across the country and isinvauablein
assessing disparitiesin lending practices among mortgage lenders that affect underserved
groups. HUD collects data on al FHA lenders that are not regulated by other government
agencies and all other unregulated lenders. HUD works closely with FFIEC and other agencies
on qudlity control and on joint research — for example, on a data and policy analyss project
with the OCC on mortgage denid rates.

Performance goals
To progress toward this strategic objective, HUD will achieve these outcomes:
The national homeownership rate increases.

Numbers of firg-time homebuyersrise, both absolutely and as a share of total home
purchases.

Homeownership rises among low- and moderate-income families.
Homeownership rates increase in central cities.
Monthly costs of homeownership decline.

A crosswak summarizing the programmeatic output and outcome indicators and targets for FY
2001 that we will use to measure progress toward this objective follows.
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Crosswalk for Strategic Objective 1.1: Homeowner ship isincreased

Outcome Indicators

Programmétic
Output Indicators

Externd Factors

1.1.1: The overall homeowner-
ship rate increases from 67.0
percent in 1999 to 67.5 percent
in 2001.

1.1.2: The share of al
homebuyerswho arefirst-time
homebuyersincreases by 0.5
percentage point to 48.3
percent.

1.1.3: The homeownership rate
among households with
incomes less than median family
income increases by 0.5
percentage point to 52.3
percent.

1.1.a Ginnie Mae securitizes at |east
85 percent of single-family FHA and
VA loans.

1.1.b: The share of FHA mortgage
defaults resolved by |oss mitigation
alternatives to foreclosure increases
by 2 percentage pointsto 30
percent.

1.1.c: The FHA Mutual Mortgage
Insurance Fund meets
congressionally mandated capital
reserve targets.

1.1.d: The net recovery of FHA real
estate-owned salesincreases by 1
percentage point to 63.7 percent.

1.1.e The number of FHA single-
family mortgage insurance
endorsements nationwide increases
by 5 percent to 1.365 million
endorsements.

1.1.f: The share of FHA -insured
home-purchase mortgages for first-
time homebuyers remains at least 80
percent.

1.1.g: Fannie Mae and Freddie Mac
meet or surpass HUD-defined
targets for low- and moderate-
income mortgage purchases.

1.1.h: The number of homeowners
who have been assisted with HOME
is maximized (seetable under 1.2.d).

1.1.h.2: The number of homeowners
who have used sweat equity to earn
assistance with Self Help
Opportunities Program (SHOP)
funding increases (see table under
1.2.d).

Economic conditions, consumer
confidence, home prices, and
mortgage interest rates strongly
influence decisions to rent or
buy.

High transaction costs of buying
and selling make homeownership
impractical for some families that
move frequently.

Increasesin interest rates for
adjustable-rate mortgages affect
the number of defaults and
associated foreclosures.

Many renters need help to obtain
mortgage financing, especially if
their credit records are weak.

Increasesin interest rates can
differentially discouragefirst-
time homebuyers, reducing their
share of home purchases.

Many potential low- and
moderate-income homebuyers do
not earn enough to benefit from
the mortgage interest deduction.

Participating Jurisdictions
determine whether to use HOME
funds for homeownership or for
other types of assistance.
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Crosswalk for Strategic Objective 1.1: Homeowner ship isincreased

1.1.i: Fannie Mae and Freddie Mac
meet or surpass HUD-defined
targetsfor specia affordable
mortgage purchases (al so appears
as2.3.0).

1.1j: The share of minority
homebuyers among FHA home
purchase endorsements increases
by 1 percentage point to 39 percent
(also appearsas 2.3.9).

1.1.k: At least 90 percent of EZsand
ECs achieve local goalsin promoting
homeownership by residents (see
table under 4.2.b.5).

1.1.4: The homeownership rate
in central citiesincreasesto 51
percent.

1.1.5: The monthly cost of
homeownership of new homes
decreases by 1 percent from
1998 levels by 2001 (potential
interagency indicator).

1.1.6: Maintenance costs for
homeowner-occupied dwellings
decrease by 3 percent to $0.22
per square foot per year
(potential interagency
indicator).

1.1.7: Averageresidential
energy consumption declines
by 1 percent from 1999 levels by
2002 (potential interagency
indicator).

Both home-purchase prices and
maintenance costs are affected
by trendstoward larger homes,
complex construction, and luxury
features. Land prices and
neighborhood amenities also are
significant factors.

Low energy pricesin recent
years have decreased incentives
toinvest in weatherization
measures or to otherwise
conserve energy. Changesin
supply could change price
incentives and either increase or
decrease energy consumption.

Performance goals are for FY 2001 unless otherwise noted.

Outcome Indicator 1.1.1;

The overall homeowner ship rate increases from 67.0 percent in 1999

to 67.5 percent in 2001.

Indicator background and context. The overdl homeownership rate indicates the share of
households that have achieved the “American dream” of homeownership. Homeownership is
widdy believed to encourage commitment to communities and good citizenship. The
homeownership rate has been climbing in recent years, but it is resstant to increases above an
undetermined level because homeownership is not practical or desirable for al households. The
Nationad Housing Partnership and the President’s Homeownership Strategy established the goa
of ganing 8 million new families, ataining the highest homeownership rate ever, and reaching a
rate of 67.5 percent by 2000. The first two of those goals have been met but the third is unlikely
due to the unexpectedly large number of new households formed in the last five years.
Therefore, the Department’ s revised godl is to reach the rate of 67.5 percent in 2001.
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Data sour ce. Third-quarter estimates from the Current Population Survey (CPS), conducted
monthly by the Bureau of Census.

Limitationgadvantages of the data. Overall Homeownership Rate

CPS data have the advantage of being

widely recognized. Seasondly-adjusted L

data have recently become available for 2 66.8% ©67:0%

the total homeownership rate. Seasonally- | 2 Me‘7.s%
adjusted data are not used here, < 65%

however, because they are unavailablefor | §

subgroups like households in centrd cities | &

or households with incomes below 60% ; ; ; ;

median family income. 1996 1997 1998 1999 2000 2001
Validation/verification of measure. oo pAnership rate

The Bureau of Census has rigorous data
quaity standards, and it is not feasible for HUD to verify CPS data independently.

Programmatic Output Indicator 1.1.a: Ginnie Mae securitizes at least 85
percent of single-family FHA and VA loans.

Indicator background and context. Ginnie Mae creates a secondary market for residential
mortgages. Securitizing a high share of FHA and VA loansincreases the liquidity of fundsin the
market for mortgage credit, and the presence of government-backed securities |owers market
interest rates, creating homeownership incentives. Thisindicator tracks the retio between the
reported value of FHA single-family loan endorsements and VA guarantees and the total vaue
of Ginnie Mae sngle-family program securitiesissued. In FY 1999, Ginnie Mae succeeded in
securitizing 95 percent of the FHA and VA portfolio. Ginnie Mag sgod for FY 2001 islower
than in previous years because of the introduction of incentives that increase demand for FHA
loans by other investors. Based on recent analysis after submission of the President’ s budget, it
now gppears that Ginnie Mae will securitize 85 percent of single-family FHA and VA loans
rather than the 95 percent previoudy estimated.

Data sour ce. Ginnie Mag, FHA, and VA.
Limitations/advantages of the data. No data limitations are known to affect this indicator.

Validation/verification of measure. Both Ginnie Mae and FHA numbers are subject to
annua financid audits because they represent an obligation on the part of the United States.
FHA data are entered by the loan servicers with monitoring by FHA. HUD will not verify
Ginnie Mae data independently.
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Programmatic Output Indicator 1.1.b: The share of FHA mortgage defaults
resolved by loss mitigation alternatives to foreclosure increases by 2
percentage points to 30 percent.

Indicator background and context. Thisindicator measures the success of FHA loan
sarvicersin implementing Statutorily required loss-mitigation techniques when borrowers default
on their FHA mortgages. A borrower can resolve a default (90-day delinquency) in severa
ways short of foreclosure: by paying down the delinquency (cure), by a preforeclosure sde with
FHA perhaps paying an insurance clam in the amount of the shortfall, or by surrendering a deed
in lieu of foreclosure, among others. Better loss-mitigation efforts, such as enhanced borrower
counsdling, help borrowers keep their current homes or permit them to buy another home
sooner. Avoidance of foreclosure also reduces FHA' s insurance losses, making FHA financidly
sounder and enabling it to help more borrowers. For both reasons, by achieving this god HUD
will help increase the overdl homeownership rate. Preliminary estimates show that in FY 1999
FHA lenders resolved 69,000 mortgage defaults without foreclosure, or 26 percent of claims.
The FY 2001 goal is based on projected FY 2000 performance of 28 percent loss mitigation.

Data sour ce. FHA’s A43-C data system and the Single-Family Data Warehouse Loss
Mitigation table.

Limitationg/advantages of the data. No data limitations are known to affect thisindicator.

Validation/verification of measure. FHA data are entered by the loan servicers with
monitoring by FHA. FHA daff verify sngle-family mortgage transactions using qudity assurance
sampling methods.

Programmatic Output Indicator 1.1.c: The FHA Mutual Mortgage Insurance
Fund meets congressionally mandated capital reserve targets.

Indicator background and context. FHA’s Mutua Mortgage Insurance Fund (MMIF) funds
al expenses, including insurance daims, incurred under FHA’ s basic Single-family mortgage
insurance program. The insurance program and fund are expected to be entirdy sdlf-financing
from up-front and annual insurance premiums paid by borrowers obtaining FHA mortgage loans
aswell asfrom earnings on fund assets. Because the Department is expected to operate the
program in an actuarialy sound way, the fund is subject to an annud actuarid review that
assesses the fund's current economic value, its capitd ratio, and its ability to provide
homeownership opportunities while remaining self-sustaining based on current and expected
future cash flows. The capitd ratio is an important indicator of the MMIF sfinancid soundness
and of its continuing ability to make homeownership affordable to more renters when economic
downturns increase insurance clams.

The capitdl ratio is defined as the sum of FHA's capital resources plus the net present vaue of
expected future cash flows (resulting from premium collections, asset earnings, and insurance
claim losses) divided by the amortized insurance-in-force. The MMIF program operated very
successfully for over 50 years, but experienced significant losses during the 1980s. The Nationa
Affordable Housing Act of 1990 (NAHA) therefore directed FHA to achieve a minimum
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MMIF capitd retio of 1.25 percent by FY 1992, thus adopting the minimum capitdl ratio
recommended by Price Waterhouse, LLP based on its 1990 independent actuaria review of
the MMI Fund. Beginning in FY 2000, NAHA requires a capital reserve target of 2.0 percent
to serve as an additiona cushion for the fund.

The MMIF s capitd ratio, which was a negative 0.2 percent at the end of FY 1991, exceeded
the 1.25 percent statutory target by FY 1993, when it reached 1.44 percent. By the end of FY
1995 the fund's capital ratio had grown to 2.05 percent, and it has been above the
congressiondly mandated 2 percent threshold for solvency ever snce. Thisindicator thus tracks
the MM I capitd ratio as a measure of the fund’ s financia soundness.

Data sour ce. Annud independent

actuarid review of the MMIF. Capital Ratio for FHA Mutual Mortgage
Insurance Fund

Limitationgadvantages of the data.
The data are generated and solvency is
assessed independently. FHA dataare
entered by direct-endorsement lenders
and loan servicers with monitoring by

4%

0, .
L A N4 LT)

2% B-2-:00%08-2-00%1 2.00%

percent

1%
0%

FHA' _ o 1996 1997 1998 1999 2000 2001
Validation/verification of measure.
The annua independent actuaria review ¢ capital ratio = output goal

of FHA’s MMIF includes an estimate of
the current and projected capita ratio.
FHA geff verify sngle-family mortgage transactions using quaity assurance sampling methods.

Programmatic Output Indicator 1.1.d: The net recovery of FHA real estate
owned sales increases by 1 percentage point to 63.7 percent.

Indicator background and context. When defaulted FHA loans go to foreclosure, HUD is
forced to acquire rea property, known as red estate owned (REO). Increasing the net
recoveries on saes of REO will reduce FHA' s insurance claim losses and strengthen the
financia position of the FHA insurance funds. The net recovery isaratio defined as the sdes
price net of expenses, divided by the acquigition cost. The FY 2001 performance goal is based
on estimated performance of 62.7 percent in FY 2000.

11



HUD’s FY 2001 Annual Performance Plan

Data sour ce. FHA's A43-C data

sysem. Net Recovery for Real Estate Owned
Sales

Limitationg/advantages of the data.
HUD is not aware of significant data
problems affecting thisindicator.

Validation/verification of measure.

70%

65%

percent

oAl 63.7%
1% s
60.7%

FHA data are entered by direct-
endorsement lenders with monitoring by 55% - - - -

P : 1096 1997 1998 1999 2000 2001
FHA. FHA gaft \{erlfy S.ngl e-fan ly —&— net recovery for REO sales
mortgage transactions using quaity —=&— output goal

assurance sampling methods.

Outcome Indicator 1.1.2:
The share of all homebuyerswho arefirst-time homebuyer sincreases
by 0.5 percentage point to 48.3 per cent.

Indicator background and context. The god of raising overdl ownership ratesto anew high
isintended, in large part, to increase homeownership opportunities for low- and moderate-
income households that have not previoudy owned a home. To monitor overdl progress for this
important group, HUD will track the share of homebuyers who are firg-time homebuyers.
Increasing the share of firg-time homebuyers directly increases the homeownership rate. This
indicator is affected by a number of economic factors not controlled by HUD, particularly
changesin mortgage interest rates. The FY 2001 performance god is based on the assumption
that the FY 2000 goa of 47.8 percent is met.

Data sour ce. Chicago Title Insurance

Company: annud data on the Share of Homebuyers who are First-
characteritics of homebuyers taking out S0 Time Homebuyers

mortgages, based on surveysin 18 large . 48.3%
metropolitan areas. The American “g S %, 46.00M 46.8% ’
Housing Survey (AHS) is a source of S B5% 1a4:7%

biennidl deta 25

Limitationgadvantages of the data. 40% - - - -

The Chicago Title data are the only 1996 1997 1998 1999 2000 2001
annud data on firg-time homebuyers. The —&— 9% homebuyers who are first-time
AHS data provide a more comprehensive — = outcome goal

and representative sample of all

homebuyers, but they are available only biennidly with atime lag.

Validation/verification of measure. HUD verifies Chicago Title data by comparison with
AHS datain dternate years.
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Programmatic Output Indicator 1.1.e: The number of FHA single-family
mortgage insurance endorsements nationwide increases by 5 percent to
1.365 million endorsements.

Indicator background and context. FHA insures mortgages issued by private lenders,
increasing access to mortgage capital so homeownership opportunities increase. This indicator
tracks FHA’ s contribution to the homeownership rate through the annua volume of FHA-
insured loans. The FY 2001 god of 1.365 million is based on projected accomplishments of
1.300 million in FY 2000.

Data sour ce. FHA’ s F42 data system.

Limitationg/advantages of the data.
The data have no deficiencies affecting 1400 1365
thisindicator. /a 1M

//1,152 1,152

FHA Single-Family Mortgage Endorsements

=
N
o
o

Validation/verification of measure.

thousands

FHA data are entered by direct- 1000

endorsement lenders with monitoring by a50

FHA. FHA gaff verify snglefamily 800 yoa , ,

mortgage transactions using qudity 1996 1997 1998 1999 2000 2001

assurance sampl i ng methods —+—FHA single-family endorsements
—ll—outcome goal

Programmatic Output Indicator 1.1.f: The share of FHA-insured home-
purchase mortgages for first-time homebuyers remains at least 80 percent.

Indicator background and context. FHA isamgor source of mortgege financing for first-
time buyers as wdl as for minority and lower income buyers. HUD will help increase the overal
homeownership rate and reduce the homeownership gap between whites and minorities by
incressing FHA endorsements for firg-time homebuyers. Thisindicator tracks the share of first-
time homebuyers among FHA endorsements for home purchases — thus excluding loans made
for homeimprovements. The FY 2001 performance god is intended to perpetuate the high
performance attained in FY 1999.

Data sour ce. FHA’ s F42 data system.
Limitations/advantages of thedata. Percent of FHA Home Purchase Endorsements
FHA data on firgt-time buyers are more for First-Time Homebuyers
accurate than estimates of firg-time
buyers in the conventiona market.

Validation/verification of measure.
FHA data are entered by direct-

endorsement lenders with monitoring by 65% ; , , ,
FHA. FHA g&ff verify anglefamily 1996 1997 1998 1999 2000 2001

—eo—first-time homebuyers
—— output goal

85%
A86:9%-..80.7%.m-86:09 lgo_o%

80%
16.0%

75%
¥ 2.7%

70%

percent of purchasers
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mortgage transactions using quality assurance sampling methods.

Outcome Indicator 1.1.3:

The homeowner ship rate among households with incomes less than
median family income increases by 0.5 per centage point to 52.3

per cent.

Indicator background and context. Homeownership is advantageous because of its
contributions to asset development, better neighborhoods and schools, stability of tenure, and
wider choice of housing types. Holding other factors equa, homeownership improves outcomes
for children on anumber of dimensons, including school achievement and dropout rates.
Through this indicator, HUD will monitor nationa progress in increasing homeownership among
households earning less than the national median family income through improved partnering,
marketing, and outreach, as wdl as the higher loan limits recently approved for FHA. The FY
2001 god is based on projected results of 51.8 percent in FY 2000.

Data sour ce. Third-quarter estimates

from the CPS, conducted by the Bureau Homeownership Rate for Households with
of Cenaus. Income less than Median Family Income

.. . % 55%
Limitations/advantages of the data. 3 ./l
CPS data are free of serious _probl ems % o LS 52.3%
and have the advantage of being widdly S 509 g
recoghized S T

5

Validation/verification of measure. 8 Jeo : : : :
The Bureau of Census has rigorous data 1996 1997 1998 1999 2000 2001
quaity sandards, and it is not feasible for
HUD to verify CPS dataindependently. —€— homeownership rate ~ —— outcome goal

Programmatic Output Indicator 1.1.g: Fannie Mae and Freddie Mac meet or
surpass HUD-defined targets for low- and moderate-income mortgage
purchases.

Indicator background and context. These housng GSEs facilitate homeownership by
providing a secondary market for home mortgages, thereby increasing available capita and
reducing mortgage interest rates. In return for their quasi-governmentd status, Fannie Mae and
Freddie Mac are expected to achieve a number of public interest goas. Meeting HUD' s targets
for low- and moderate-income mortgage purchases aids in encouraging homeownership for
these income groups (defined for the housing GSEs as househol ds with incomes less than or
equal to area median).
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Since 1997 HUD has set the GSES
goas so that at least 42 percent of each Fannie Mae Performance Relative to
GSE' s mortgage purchases finance Low/Mod Target

percent. In July 1999, the Secretary
announced the establishment of higher
low- and moderate-income goas. The
goal for 2000 will be 48 percent of each rl._— gnu(;ggtaggglto low/mod households
enterprises total mortgage volume and

will increase to 50 percent for the years

2001 through 2003.

Data sour ce. HUD'’ s GSE database.

Limitations/advantageﬁ of the data. Freddie Mac Performance Relative to
The data are compiled directly from GSE Low/Mod Target
records on sngle-family and multifamily
loan purchases. The data are based on
caendar year rather than fisca year
lending.

Validation/verification of measure. 30% , , , ,
GSEs apply appropriate quaity control 1996 1997 1998 1999 2000 2001
measures to data elements provi dedto —+— mortgages to low/mod households
HUD. HUD verifies the data through —#—output goal

comparison with independent data

sources, replication of GSE god performance reports, and reviews of GSE data quality
procedures. GSE financid activities are verified by independent audits.

homes for low- and moderate-income g 60%
households. In 1998 both housing GSEs | & .
surpassed the godl: Fannie Maewith 44 | € 45.6% %, 44.1% 26.0% |50.0%
percent and Freddie Mac with 43 % 40% 42:096"42:0% " 42:0%
()

30% t t t t
1996 1997 1998 1999 2000 2001

60%

50%

50.0%

40%

percent of mortgages

Programmatic Output Indicator 1.1.h: The number of homeowners who have
been assisted with HOME is maximized (see table under 1.2.d).

Indicator background and context. HOME Investment Partnership block grants give
communities flexibility to meet their housing needsin avariety of ways. Many Participaing
Jurisdictions (PJs) choose to use HOME funds to rehabilitate owner-occupied units and to help
renters to become homeowners for the first time. Thisindicator tracks the number of
homeowners asssted with HOME funds. The homeownership assistance figures represent
projections based on past experience rather than HUD’ s attempts to change PJ strategy. The
HOME homeownership data are presented under Outcome Indicator 1.2.d, “ The number of
households receiving housing assstance with CDBG, HOME, HOPWA, RHED and
NAHASDA increases.”




HUD’s FY 2001 Annual Performance Plan

1.1.h.2: The number of homeowners who have used sweat equity to earn
assistance with Self Help Opportunities Program (SHOP) funding increases
(seetable under 1.2.d).

Indicator background and context. Thisindicator tracks the number of homeowners assisted
with SHOP funding. HUD funds are combined with local funding and donated materids, and
prospective homeowners perform congtruction-related work with volunteers, which vastly
reduces labor costs. The estimates are presented under Outcome Indicator 1.2.d, “The number
of households receiving housing assistance with CDBG, HOME, HOPWA, RHED and
NAHASDA increases.”

Outcome Indicator 1.1.4:
The homeownership ratein central citiesincreasesto 51 percent.

Indicator background and context. Homeownership ratesin centrd cities are below average
in part because of higher dengity development and multifamily housing as well aslosses of
middle-class families in past decades. Low homeownership can contribute to neighborhood
decline because absentee landlords and their tenants put forth less maintenance effort than
homeowners. In such cases, low homeownership often leads to a shrinking municipa tax base.
HUD isincreasng marketing and outreach efforts to promote centrd city homeownership.
Cities also are making efforts to increase homeownership rates as grantees increasingly use
HOM E funds to promote homeownership.

Data sour ce. Third-quarter estimates

from the CPS, conducted monthly by the Central City Homeownership Rate
Bureau of Census. > 515%
Limitationg/advantages of the data. ‘_E o

. = T 0,
CPS data are free of serious problems g 5 oto% 51.0%] 51.0%
and have the adventage of being widdy | 5 % ., 50.5%50.5%
recognized. g < 50.29% 50:2%
Validation/verification of measure. = 50.0% - - - -
Theindicator is verified by the Bureau of 1996 1997 1998 1999 2000 2001
Census, so HUD will perform no further —+— central city homeownership
verification. —=— outcome goal

Programmatic Output Indicator 1.1.i: Fannie Mae and Freddie Mac meet or
surpass HUD-defined targets for special affordable mortgage purchases.

Indicator background and context. One of the three public purpose godsthat HUD sets for
the housng GSEs involves the number of loansin the “specid affordable’ mortgage category.
Quadifying mortgages support homes for very-low-income househol ds with incomes up to 60
percent of area median, or to low-income households earning up to 80 percent of areamedian
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located in low-income aress. Increasing homeownership in these groups will contribute to the
outcome of increasing homeownership in centra cities as well as among lower-income families.
For thisindicator, low income areas are defined as metropolitan census tracts where the median
income does not exceed 80 percent of area median and nonmetropolitan counties where median
income does not exceed 80 percent of the greater of state nonmetropolitan median or nationa
nonmetropolitan median. Thisindicator aso contributes to Strategic Objective 2.3, “Disparities
in homeownership rates among racial and ethnic groups are decreased,” and is repeeted as

Programmatic Output Indicator 2.3.c.

HUD established the GSE specid
affordable god at 14 percent of mortgage
purchases for each year from 1997
through 1999. Both GSESs exceeded the
god in 1998, with 14.3 percent of Fannie
Mae' s mortgages and 15.9 percent of
Freddie Mac’s mortgages meeting the
criteria In July 1999 the Secretary
announced that the GSES specia
affordable god would increase. The god
for 2000 will be 18 percent of each
enterprises totad mortgage volume and
will increase to 20 percent for 2001
through 2003.

Data sour ce. HUD'’ s GSE database.

Limitationgadvantages of the data.
The data are compiled directly from GSE
records on sngle-family and multifamily
loan purchases. Thisdatais based on a
caendar year, not afisca year.

Validation/verification of measure.
GSEs apply appropriate quaity control
measures to data elements provided to
HUD. HUD verifies the data through
comparison with independent data
sources, replication of GSE goa

Fannie Mae Performance Relative to Special

Affordable Target

25%

[%2]
(]
o
(]
2
P 0,
2 20% 20.0%
5 17.0% 18.0%
= 15% 5.4%. 14..3%
[}
S 7.0% 14.0% 1409 14.0%
= 10% : . .
1996 1997 1998 1999 2000 2001
—o— special affordable mortgages
—— output goal
Freddie Mac Performance Relative to Special
Affordable Target
o 25%
o
]
2
o 20%
IS 15,20 20.0%
S /0 15.9%
° 14.0% 18.0%
2 15% }/°A——""
[}
S 20% 14.0% 14.0% 14.0%
o N N N

10% -+
1996

1997 1998 1999 2000 2001

—&—special affordable mortgages
——output goal

performance reports, and reviews of GSE data quality procedures.

Programmatic Output Indicator 1.1.j: The share of minority homebuyers
among FHA home purchase endorsements increases by 1 percentage point

to 39 percent.

Indicator background and context. FHA has targets for underserved populations. FHA isa
magjor source of mortgage financing for minority aswell aslower income buyers. Increasing the
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number of FHA endorsements for minority homebuyers will help reduce the homeownership
gap between whites and minorities as well asincrease the overdl homeownership rate. This
indicator is discussed more completely in connection with Strategic Objective 2.3 (Disparitiesin
homeownership rates among racia and ethnic groups are reduced) where it appears as
Programmatic Output Indicator 2.3.a

Programmatic Output Indicator 1.1.k: At least 90 percent of EZs and ECs
achieve local goals in promoting homeownership by residents.

Indicator background and context. The Empowerment Zone and Enterprise Community
programisone of HUD's primary tools for economic and community development in distressed
communities. Many EZ/EC Implementation Plans include local gods to help zone resdents
become homeowners. Thisindicator is discussed fully and dl EZ/EC performance data are
presented under Programmatic Output Indicator 4.2.b.5, which supports Strategic Objective
4.2, “ Disparities in well-being among neighborhoods and within metropolitan arees are
reduced.”

Outcome Indicator 1.1.5:
The monthly cost of homeowner ship of new homes decr eases by
1 percent from 1998 levels by 2001.

Indicator background and context. The Partnership for Advancing Technology in Housing
(PATH) isapartnership between Federd agencies and private industry with agoa of reducing
the monthly cost of new housing by 20 percent by FY 2010. PATH is developing and
accderding the diffuson of technology in the highly decentralized resdential congtruction
industry. These new and existing technologies reduce housing costs in the aress of planning,
design, congtruction, operation, maintenance, repair and replacement. PATH efforts began in
1999 and results are expected to accelerate over the ten-year time frame.

The principa categories of monthly housing costs are (1) payments of principa and interest of
the mortgage loan, (2) taxes and insurance premiums, (3) utility and other operating costs, and
(4) maintenance and repair. Thisindicator tracks costs in each of these categories, except that
taxes are excluded because they are outside the scope of PATH. Mortgage interest costs are
included because it is necessary to pay for, over time, theinitid costs of home improvements
that creste along-term stream of savings. In order to reduce the influence of externa factors,
however, the indicator will control for changes in market interest rates. That is, past and present
indicators will be calculated usng a common mortgage interest rate so that changesin the
indicator will reflect changes in factors other than the interest rate.

Data sour ce. Nationa Association of Home Builders, Annual Builder Practices Survey
(ABPS). The trend and basdline estimates will be determined in FY 2000.

Limitationg/advantages of the data. The ABPS data are published with atwo-year lag.
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Validation/verification of measure. Further discusson with PATH partners may be
necessary to validate the indicator and methodology. ABPS estimates of nationd average
housing costs agree wdll with estimates from the “ Characterigtics of New Housing,” based on a
survey by the Bureau of Census and HUD.

Outcome Indicator 1.1.6:
M aintenance costs for homeowner -occupied dwellings decr ease by
3 percent to $0.22 per square foot per year.

Indicator background and context. PATH hasagod of reducing the maintenance costs of
homeowners by 50 percent by FY 2010. Demonstration projects and publication of research
results promote adoption of cost-reducing products and innovative techniques. This indicator
tracks progress toward increasing durability and reducing maintenance and repair costs, as
measured by annual costs per square foot, controlling for age of the home. Controlling for
dwdling Sze and age is necessary to maintain vaidity of the measure as the housing stock
changes. The methodology for contralling for age of the stock has not yet been determined. This
indicator excludes replacement costs because early replacement may be necessary to reduce
maintenance cods over the life cycdle of adwdling.

The average single-family detached house cost $453, or $.24 per square foot, to maintain in
1997. The FY 2001 goa represents a 3 percent decrease from the FY 2000 goa of $0.23 per
sguare foot per year.

Data sour ce. Bureau of Census, Expenditures for Residential Improvements and Repairs
(C50 Reports). The trend and basdline estimates will be determined in FY 2000.

Limitationgadvantages of the data. The C50 data are published quarterly with alag of
about three quarters. The survey excludes al manufactured housing.

Validation/verification of measure. HUD will not verify the dataindependently.

Outcome Indicator 1.1.7:
Average residential energy consumption declines by 1 percent from
1999 levels by 2002.

Indicator background and context. PATH hasagod of reducing energy consumption in new
homes by at least 50 percent and in 15 million existing homes by at least 30 percent by FY
2010. As new homes are being built with larger floor areas and more energy-consuming
features than typica existing homes, technologica improvements are necessary to reduce
average energy consumption. For purposes of thisindicator, resdentiad energy consumption will
be measured in millions of British thermd units (mBtu) of energy per household, adjusted
regiondly for climate and annudly for weather by multiplying by heeting degree days and cooling
degree days (HDDs, CDDs). The nationd average household energy consumption declined
from 138 mBtu in 1978 to
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104 mBtu in 1993 (one mBtu of dectricity equals 293 kilowatt-hours). The specified god of al
percent reduction in the 1999-2002 period represents an improvement equivalent to the goa for
the 1996-1999 period.

Data sour ce. Energy Information Adminigtration, from Residentid Energy Consumption Survey
(RECS). The 1993 and 1996 trend will be estimated in 2000, and the 1999 baseline will be
determined in 2002, when data become available.

Limitationgadvantages of the data. Data are published triennidly with alag of severd years.
The 1993 RECS data were the most recent available in 1998, so 1999 basdline data should be
available sometime after FY 2001, and 2002 performance datawill be available at a
subgtantialy later date. RECS uses a regression model designed to produce nationd estimates
with sampling error below 1.25 percent in 1993.

Validation/verification of measure. The American Housing Survey can by used to verify
RECS data, but islimited by the need to convert reported energy coststo BTU equivaents.
The method of standardizing consumption by HDD and CDD will require vaidation.
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Objective 1.2: Affordablerental housing isavailable for
low-income households.

Overview

For households unable to purchase homes or those preferring to rent, HUD is charged with
increasing the availability of decent, safe, and affordable rental housing. Over the padt five
decades, the physical quality of renta housing has improved greetly, but housing has become
less affordable overdl, particularly for poor households. Growing numbers and shares of low-
income renters now pay more than 30 percent —in many cases more than 50 percent — of their
income for housing expenses. In 1997 (according to the latest avallable data), an dl-time high of
5.4 million unassisted very-low-income renter households (with some 12.3 million persons) had
“worst case needs’ for housing assistance, most of whom paid more than haf of their aready
very low income for housing. Another 6.1 million very-low- and low-income renters paid 31 to
50 percent of income for rent. The numbers of families paying such excessve rent burdens are
risng mainly because of growing shortages of units affordable to renters with incomes below 30
percent of median (extremey-low-income renters). Nationaly in 1997, there were 132 renters
for every 100 such units, up from 112 renters per 100 unitsin 1989. Moreover, because many
of those units were dready occupied by renters with higher incomes, there were effectively 278
extremely-low-income renters competing for every 100 affordable and available units, up from
208 renters per 100 unitsin 1989.

HUD'’ s three basic rental assstance programs — public housing, project-based assisted housing
(including that for the elderly or disabled under Sections 202 or 811), and Section 8 tenant-
based vouchers — provide the most direct means of ensuring affordable housing. Under these
subsidies, the 4.3 million households assisted typicaly pay 30 percent of income for housing.
The rental assistance components of the HOME and Housing Opportunities for Persons With
AIDS (HOPWA) program aso support low-income families who, under these programs, pay
30 percent of their income for housing. A variety of programs, including HOME, HOPWA,
and the Low-income Housing Tax Credit (LIHTC), provide subsidies that lower the costs of
producing new renta housing or rehabilitating existing housing. Although the rents charged under
these programs must be affordable to incomes between 50 and 60 percent of area median, they
often are unaffordable to the extremely-low-income renters most likely to have worst case
needs. The Rurd Housing and Economic Development program aso provides grants for a
variety of housing activities, with a focus on the savere needs in reservations, colonias, small
towns and other places left behind.

Native Americans on reservations have long suffered from a shortage of adequate housing. The
Native American Housing Assistance and Self-Determination Act of 1996 provided Indian
tribes with the opportunity to assess their tribe’ s housng needs and develop programsthat are
respongive to those needs. Given the sgnificant number of Native American familieswho are
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unable to purchase ahome due to avariety of factorsincluding income, credit and lack of
access to capitd, tribes may elect to develop renta programs.

External factors

Many externd factors affect the supply of affordable rental housing, including tax policy, locd
renta markets, building codes and land use regulations, State and local program decisions, and
the actions of HUD’ s many other partners. Although rental vacancy rates nationdly have been
unusualy high for a least five years, locd rental markets vary in the availability of housing with
rents below locdl fair market rents (FMRs), and many large metropolitan areas have severe
shortages of units that would be affordable to extremey-low-income renters without Section 8
vouchers. Under regulations from the Department of the Treasury, moreover, States administer
two of the main federaly funded programs now producing affordable renta housing: the LIHTC
and tax-exempt renta revenue bonds. States and localities so decide, with citizen input, how
they will use funds from CDBG, HOME, and HOPWA.

HUD’ s ability to provide access to affordable housing depends to a great extent on the state of
the broader economy. Rises in unemployment, increases in the cost of developing and
maintaining housing, or changes in persond income — factors over which HUD has little control
—dl affect housing affordability. Because tenant-paid rents are established as a percent of
income in HUD’ s rental assistance programs, lower incomes necessitate greater subsidies. With
the number of renters with worst case needs far exceeding the number of deep subsidies
available and with the pressure of welfare reform, the success of HUD' s effortsin this area will
be highly dependent on the ability of the economy to continue to generate jobs with decent
wages.

Means and strategies

HUD'’ s gpproach to this objective combines efforts to promote wider access to existing renta
housing, retain existing housing in the affordable stock, increase supplies of affordable housing
where they are needed most, and encourage and inform local activities gppropriate to locdl
needs and housing market conditions. Use of tenant-based assistance is most gppropriate and
cog effective in the many areas of the country that have ample supplies of units with below-
FMR rents. In metropolitan areas with serious shortages of housing affordable to extremely-
low-income renters and rising rents, however, increasing the supply of low-cost units increases
opportunities for those low-income renters with and without vouchers and dows increasesin
FMRs over time. Doing S0 requires a multi-pronged approach. While HUD and its partners
should work to increase the supply of affordable rental housing, HUD aso must encourage
PHAs to transform public housing and encourage private owners to transform HUD-asssted
rental propertiesin ways that keep rents affordable to families using vouchers.

To increase the supply, FHA must endorse more multifamily loans and risk-sharing mortgages,
and States and localities should continue to support renta housing with HOME and CDBG
funds. Approximately 43 percent of units funded through the HOME program have been low-




Goal 1: Increase the Availability of Decent, Safe, and Affordable Housing

income renta housing, and HOME has aso funded over 50,000 units of tenant-based rentdl
assigance. Likewise, CDBG entitlement communities spend gpproximeately 30 percent of their
funds on housing activities— many of these activities support development and rehabilitation of
affordable rental housing. FHA has risk sharing agreements with a number of state Housing
Finance Agencies (HFAS) to underwrite new multifamily mortgages. HUD is dso ddlegating to
HFAs HUD’s subsidy layering analyss as away to encourage the use of Low-Income Housing
Tax Creditsin FHA properties.

To maintain the supply of affordable housing that dready exists HUD will restructure multifamily
mortgages through the Mark-to-Market program and continue the Mark-up-to-Market
program to preserve asssted multifamily units where an owner might otherwise opt out of a
housing assistance contract. HUD will aso issue Section 8 vouchers to replace housing units
that leave the public or asssted housing inventory.

HUD will work to:

Ensure grestest possible access to existing housing through Section 8 vouchers, particularly
for extremey-low-income families—who are most likely to have worst case needs— and for
those moving from wdfare to work.

Revitdize and transform public housing projects to retain them as affordable housing in
decent neighborhoods.

Retain subsidized and encourage newly created assisted FHA-insured projects as
affordable housing in tight markets and attractive locations.

Ensure that, as aresult of changesin the sock of asssted housing, dl digible low-income
tenants are protected from increases in rents and al project-based assisted unitslost are
replaced with housing vouchers or new units.

Increase affordable housing and rental subsidies for older or disabled renters through
Sections 202/811, and convert elderly housing or creste new asssted living facilities to meet
the growing needs of the oldest elderly.

Reduce the cost of mortgage insurance for multifamily loans through FHA generd and
specid risk insurance funds, thereby reducing the overal cost of developing affordable
multifamily housng.

Increase capita avallable for rental housing by increasing the specid affordable multifamily
godsfor Fannie Mae and Freddie Mac.

Aid States, locdities, and PHAs in analyzing their housing markets, their most pressing
needs for affordable housing, and their most cost-effective responses through Consolidated
Plans, and PHA plans.

Through CDBG and HOME, provide formula grants to States and large jurisdictions that
may be used for producing, rehabilitating, or subsidizing rents of housing affordable to low-
income households,
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Through the HOPWA program, provide funding for housing for low-income persons and
families with HIV/AIDS to meet growing demand.

Through Homeless Assistance Grants, provide funding for housing fadilities for homeless
families and individuas under the Continuum of Care holistic approach.

Restructure projects with above-market rents and address their physicd, financid, and
management needs, reducing costs of renewing Section 8 project-based subsidies and
reducing future FHA insurance clams while promoting the continued viability and availability
of this stock.

Through HUD’s Community Builders, help PHAS reach out to additiona groups of
landlords and encourage them to participate in the Section 8 voucher program, and through
Public Trust Officers, improve Section 8 program operations.

Implement more effective approaches for ng PHAs in order to identify troubled
agencies, to turn around troubled agencies, and to prevent PHASs from reaching the troubled

Stage.

In FY 1999, HUD received itsfirgt incrementa Section 8 vouchersin four years. Adding new
incrementa vouchersin FY 2001 will be aparticularly cost-effective way of aiding groups most
in need of affordable housing, induding ederly individuals, families moving from welfare to
work, homeess families and individuas, and others with worst case needs. Specid initiatives
for FY 2001 to increase the availability of affordable rental housing include 32,000 new
Wedfare-to-Work vouchers; 60,000 new fair share vouchers to be allocated based on the worst
case housing needs of different parts of the country; 18,000 vouchersto provide permanent
housing for the homedess; and 10,000 vouchers and $8 million in one-time incentives for a
Housing Production Program. These vouchers will be used in conjunction with FHA insurance
and the Low-Income Housing Tax Credit. In addition, HUD is seeking rental assstance to be
used for 5,000 unitsin assisted living facilities for the ederly, and amagor increase in service
coordinators for elderly residents of HUD projects.
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Programs supporting Objective 1.2: Affordable rental housing
is available for low-income households.

(Dollarsin Millions)

Program FY 1998 FY 1999 | FY 2000 | FY 2001
act. act. est. est.

Community Planning and Development
Community Development Block Grants 4,675 4,743 4,781 4,900
Mississippi Deltalnitiative NA NA NA [22]
HOME Investment Partnerships program 1,500 1,600 1,600 1,650
HOPWA 204 225 232 260
Homeless Assistance Grants 823 975 1,020 1,200
Public and Indian Housing
Housing Certificate Fund (Section 8 Project- 11,322 10,327 11,481 14,128
based & Tenant-based Assistance)
Voucher Success Fund 0 0 0 [50]
Housing Production Fund 0 0 0 [58]
Housing Production Program Premium 0 0 0 [8]
Welfare to Work Voucher 0 [283] 0 [183]
Homeless Vouchers 0 0 0 [105]
Incremental VVouchers 0 0 [347] [344]
Public Housing Operating Fund 2,900 2,818 3,138 3192
Public Housing Capital Fund 2,500 3,000 2,869 2,955
Native American Housing Block Grants 600 620 620 650
Revitalization of Severely Distressed Public 550 625 575 625
Housing
Housing
Sections 202/811 (elderly and disabled) 839 854 o1l 989
Multifamily Housing Production (Community 0 0 0 58
Renewal Fund)
FHA :GI/SRI Commitment Level {15,513} {16,924} {18,100} {21,000}
FHA :GI/SRI Program Account 319 308 311 456

Note: Brackets reflect funding as a set-aside and braces represent |oan commitments supported by the
specified program area. Dollars shown represent the total for the program, not necessarily the amount
devoted to this objective. The funding for the Housing Certificate Fund does not include any Rescissions or
Advanced Appropriations.
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Coordination with other Federal agencies

To ensure efficient use of the Low-Income Housing Tax Credit (LIHTC), HUD confers
regularly with the Department of the Treasury. HUD has done significant research on
the LIHTC to inform LIHTC policy. In addition, the Department sets the maximum LIHTC
rents by publishing estimates of 60 percent of area median income, and identifies Difficult
Development Areas and Qudified Census Tracts, in areas where tax-credits can be taken
on a higher percentage of a project’s “ qudified bass” HUD’s Office of Housing continues
to work with Treasury to make the LIHTC program work better with FHA insurance — this
is one component of the new Housing VVoucher Production Program. HUD aso works
closely with the Treasury on tax-exempt bond regulations and other tax policy rulings that
affect the continued provison of qudity, affordable multifamily rentd housing.

HUD isin the process of sgning a Memorandum of Understanding (MOU) with the Rural
Housing Service (RHS) of the Department of Agriculture. The purpose of thisMOU
is to ensure an ongoing working relationship between HUD and the RHS in presarving
affordable renta housing in rurd America. The MOU will facilitate the processing of
Multifamily Housing Ass stance Payment contract renewals for RHS-financed projects.
HUD and the RHS will coordinate their respective roles reated to budget approvd,
determination of rents, and dissemination of information to project owners and other
affected parties.

HUD and the Feder al Housing Finance Board signed aMOU in 1999 that sets forth the
policy for gpproving the use of Federal Home Loan Bank (FHLB) Affordable Housing
Program (AHP) funds for subordinate financing of Section 202 and Section 811 projects.
The need for a policy was prompted because sponsors of these properties were
increasingly approaching FHLBs for AHP subordinate financing, for a variety of reasons.
The MOU streamlined the gpprova process and decreased the time that financing became
available for these projects which house elderly and disabled persons.

Performance goals
To measure progress toward this strategic objective, HUD will aim to achieve these outcomes:

Decrease the number of households with worst case housing needs, particularly among
families with children and the e derly.

Reduce the share of very-low-income households with worst case housing needsin at least
five States.

Maintain the share of extremely-low-income renters living in HOME rental devel opments.

Increase the number of affordable housing units relative to the number of extremey-low-
and very-low-income renter households nationally.
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In States with shortages of housing affordable for extremely-low- and very-low-income
households, increase the number of affordable units rdative to renter households.

Increase the number and satisfaction of elderly households who are able to age in place by
living in service-enriched housing.
A crosswak summarizing the programmetic output and outcome indicators we will use to
messure progress toward this objective follows.
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Crosswalk for Strategic Objective 1.2:

Affordablerental housing isavailable for low-income households

Outcome Indicators

Programmatic
Output Indicators

Externd Factors

1.2.1: The number of households
with worst case housing needs
decreases by 3 percent by 2001
among families with children and
elderly households.

1.2.2: The share of very-low-income
renter households with worst case
housing needs declines by at |east
1 percentage point in at least five
States between 1990 and 2000.

1.2.3: Among householdsliving in
HOME rental developments, the
share with incomes below

30 percent of median at initial
occupancy will be maintained at
45 percent.

1.2.4: The number of elderly
householdsliving in apublic or
assisted housing development that
is served by a service coordinator
for the elderly increases, by 3
percent above FY 1999 levelsfor
private assisted housing.

1.2.4.5: Service-enriched housing
increases the satisfaction of elderly
families and individuals with their
units, developments, and

1.2.a Among extremely-low-income
renters, the ratio of assisted
households to househol ds with worst
case needs or already assisted
increases to 43 percent by 2001.

1.2.b: TheHOPE VI Revitalization
Development program for public
housing relocates 2,300 families,
demolishes 4,100 units, compl etes
12,000 new and rehabilitated units,
and occupies 11,100 units (also
appearsas 4.2.b.3).

1.2.c: By helping housing authorities
issue rental vouchers intimely
fashion, HUD decreases the share of
the program administered by housing
authorities with substandard | ease-up
rates by 10 percent.

1.2.d: The number of households
receiving housing assistance with
CDBG, HOME, HOPWA, RHED and
NAHASDA increases.

1.2.e: The number of HOME
production units that are compl eted
within the fiscal year will increase by 4
percent.

1.2.f: All householdslivingin HOME-
assisted rental unitswill be income
eligible and pay appropriate rent.

1.2.9: Increase the availability of
affordable housing for the elderly and
persons with disabilities by bringing
226 projectstoinitial closing under
Sections 202 and 811.

1.2.9.5: At least 10 Section 202
developments will complete
conversion of unitsto assisted living
by FY 2003.

Economic cycles affect the
number of worst case
housing needs by changing
the number of very-low-
income households.

Localized economic
recessions could increase
worst case needs in particular
States and metropolitan areas.

Decisions about whether to
use CDBGfunds for housing,
how to target HOME funds,
and whether to use HOME for
homeownership or rental
assistance are made locally.
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Crosswalk for Strategic Objective 1.2:

Affordablerental housing isavailable for low-income households

neighborhoods.

1.2.h: By FY 2002, assisted-living
facilitiesin at |east five States will
house elders using vouchers
combined with Medicaid or other
third-party funding for services.

1.2.5: For extremely-low-income
renters, the number of affordable
unitsincreases from 76 per 100 ELIR
households to 78 by 2001.

1.2.6: For very-low-income renters,
the number of affordable units
actually availableincreases from 68
per 100 VLIR householdsto 72 by
2001.

1.2.7: Ratios of affordable unitsto
extremely-low-income households
will be higher for at least six of the
30 States that in 1990 had absolute
shortages of units affordable to
extremely-low-income households.

1.2.8: Ratios of affordable unitsto
rental households will be higher for
at least four of the 16 Statesthat in
1990 had absolute or relative
shortages of units affordable to
very-low-income households.

1.2.i: Fannie Mae and Freddie Mac
meet or surpass HUD-defined targets
for specia affordable multifamily
mortgage purchases.

1.2,j: Ginnie Mae securitizes at | east 66
percent of eligible FHA multifamily
mortgages.

1.2.k: Ginnie Mae credit enhancements
on multi-class securitiesincrease by 5
percent to $57.5 billion in FY 2001.

1.21: FHA endorses at least 700
multifamily mortgages.

1.2.m: Among multifamily
developments newly insured by the
FHA General and Specia Risk
Insurance funds, the share of units
that are affordabl e to households with
incomes below 60 percent of median
increases by 1 percentage point from
FY 2000 levels.

1.2.n: Approximately 1,400 projects
(135,000 units) under the M2M
program will have rents reduced and
where appropriate will involve
mortgage restructuring.

1.2.0: Among high-risk or troubled
multifamily projects referred to EC, the
share that have aged pending
enforcement and the share that have
aged during enforcement processing
will decrease (also appears as 5.1.k).

1.2.p: Among Consolidated Plan
jurisdictions with housing authorities,
the share that have included housing
authority representativesin
consolidated planning efforts reaches
90 percent (also appears as 3.2.b).

1.2.g: The share of EZsand ECs
achieving local goalsis 85 percent for
new affordable housing and 80
percent for rehabilitated affordable
housing (seetable under 4.2.b.5).

LIHTCcurrently isthe major
Federal housing subsidy for
production and rehabilitation
of rental housing. The units
must be affordable to incomes
at 50 or 60 percent of median.

LIHTC isadministered by the
Department of Treasury and
decisions are made by States.
Most households with
extremely low incomes that
areserved by LIHTC
developments either have
tenant-based assistance or
high rent burdens.

Demand for HUD multifamily
programs depends to a great
extent on broader economic
conditionsin thereal estate
market.

States have the major
responsibility for determining
the affordability of units
produced under LIHTC and
rental revenue bonds.

Performance goals are for FY 2001 unless otherwise noted.
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Outcome Indicator 1.2.1:

The number of households with wor st case housing needs decr eases by
3 percent by 2001 among families with children and elderly
households.

Indicator background and context. Households with worst case needs — unassisted very-
low-income renters who pay more than hdf of their income for housing or live in severdy
substandard housing — are those with the most severe needs for housing assistance. Despite
robust economic growth between 1991 and 1997, the number with these severe needs reached
an dl-time high of 5.4 million households containing dmost 12.3 million people. Although HUD
has little influence over the number of households with very low incomes, the public housing and
Section 8 programs provide them access to housing they can afford. Reducing the number with
wordt case needs among al household typesis one of HUD' s highest priorities.

In FY 1999 HUD made 50,000 welfare-to-work vouchers avalable to families with children to
support their new independence from welfare, and reped of the delay in reissuing vouchers
when tenants |eave the program made tenant-based assistance available to 40,000 more families
with worst case needs. In FY 2000 HUD is dlocating 60,000 vouchers to housing authorities
based on relative needs for housing ass stance across the country.

For FY 2001, the Adminidtration is

proposi ng an additiona 120,000 Worst Case Needs Among Families with
vouchers: 32,000 welfare to work Children

vouchers, 18,000 vouchers to homeless iy 2,500

persons, 10,000 tied to housing 8 2174

construction under LIHTC and FHA ry 050 1,989 |1 956
multifamily programs, and 60,000 S 200 o5 > 005

vouchers for locally determined use. g

Through such initiatives HUD aimsto < 1,500 : : : :

reduce needs among families with 1991 1993 1995 1997 1999 2001
children (projected at 2 mllllon in 1999)  —————

by 3 percent by 2001 to 1.9 million. —8— outcome goal

Among the ederly, HUD’ s 3-percent
god impliesthat worst case needs will fdl to 1.1 million in 2001. Overdl, worst case needs are
targeted to fal by 200,000 from their 1997 record high.

Data sour ce. AHS, conducted for HUD by the Bureau of Census in 2001 and earlier years.
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Limitationg/advantages of the data.
AHS data are available for the Nation Worst Case Needs Among Elderly Households
and regions only biennialy, and for 47 1,500
metropolitan areas once every four to six
years. HUD expects that AHS data from
2001 will be available by the end of FY
2002 because of the 1997
implementation of computer-aided
interviewing. The new questionnaire 500 , , , ,
required in 1997, aong with changesin 1991 1993 1995 1997 1999 2001
the questions on receipt of housing —@—worst case needs
assstance, means that the estimates of —=—outcome goa
worst case needs presented here differ

from dl earlier estimates. Directly comparable data on worst case needs will not be available
for 2000 from decennial Census data, athough the number of very-low-income renters with
severe rent burden provides a close proxy.

Validation/verification of measure. The Bureau of Census has quality control proceduresin
place for the AHS, induding reinterviews of smal subsamples for quality assurance. HUD
verifies AHS estimates by comparison with earlier surveys and by intermittent structured
comparisons with SIPP, CPS, or Census data.

1,189
1,103

1,000 021 1,153

1,118

households (1000s)

Outcome Indicator 1.2.2:

The share of very-low-income renter households with wor st case
housing needs declines by at least 1 percentage point in at least five
States between 1990 and 2000.

Indicator background and context. States and locdities should am in developing their
Consolidated Plans to address worst case housing needs. State and local governments can
direct the use of HOME and CDBG grants, aswell as LIHTCs and State rental revenue bonds,
to respond to housing needs. Regiona and metropolitan differences in rents and income
digtributions make shares of worst case housing needs much higher in some States and
metropolitan areas. In 1990, for example, severe rent burdens among very-low-income renters,
which serve as a proxy for worst case needs, were highest in California, Florida, Nevada,
Michigan, Arizona, and New Y ork, where 48 percent or more of very-low-income renters paid
more than haf of their incomein rent. Thisindicator will track the progress that States make in
reducing severe rent burdens among very-low-income renters.

Data sour ce. Decennia Census and American Community Survey (ACS). Census data from
2000 are expected to be available in 2002 for estimating changes since 1990. ACS data for
Sate-levd tabulations will be available annudly beginning in 2003.
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Limitations/advantages of the data. Because the ACS will be based on smdl annud rolling
samples, sample sizesin smal States may support only biennia estimates of worst case needs
rather than annual estimates.

Validation/verification of measure. The Bureau of Census has rigorous data quality
gandards, and it is not feasible for HUD to verify Census or ACS dataindependently.

Outcome Indicator 1.2.3:

Among householdslivingin HOME rental developments, the share
with incomes below 30 percent of median at initial occupancy will be
maintained at 45 per cent.

Indicator background and context. Renters with extremely low incomes (below

30 percent of areamedian) have much more pressng needs for affordable housing than others
eigible for HOME renta assistance. Households with incomes up to 80 percent of areamedian
aedigibleto livein HOME-asssted renta developments, but 90 percent of those households
living in HOME-assisted rental units must have income below

60 percent of median. HOME exceeds this statutory requirement, and 45 percent of households
in HOME rental developments had extremely low incomesin 1998. The Department would like
to ensure the program’ s continued success in serving this population because in 1997
extremely-low-income renters accounted for 76 percent of worst case housing needs. This
indicator tracks the contribution of HOME toward meeting the needs of households with
incomes below 30 percent of median.

Data sour ce. Integrated Disbursement and Information System (ID1S) and Departmental
Grants Management System (DGMYS).

Limitationsg/advantages of the data. HOM E data concerning household characterigtics are
reported by PJs when the development isinitidly occupied. The income distribution of tenants at
occupancy may not reflect incomes at later periods because of income changes and tenant
turnover.

Validation/verification of measure. HUD is currently working to increase the accuracy and
completeness of IDIS data. DGM S is the next-generation system and will incorporate more
detailed reporting and data-quality enhancements.

Programmatic Output Indicator 1.2.a: Among extremely-low-income renters,
the ratio of assisted households to households with worst case needs or
already assisted increases to 43 percent by 2001.

Indicator background and context. HUD's public housing and Section 8 programs, aong
with USDA’s smilar rental assstance programs, provide the most direct way of meeting and
solving worst case needs for households unable to afford market-rate housing. Because renters
with incomes below 30 percent of area median are most likely to have worst case needs,
Congress, in the Public Housing Reform Act of 1998, directed 75 percent of Section 8
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vouchers and 40 percent of newly available public housing and project-based Section 8 unitsto
this income group.

Thisindicator tracks the ratio of federally asssted households to the sum of potentia needs—
those aready asssted plus those with worst case needs — to determine how well assstanceis
meeting needs. In 1997, there were 4.16 million extremely-low-income renters with worst case
needs and 3.0 million extremely-low-income renters with housing assistance, so the ratio was
41.9 percent. Assisted households are determined by self-reporting by respondents to the
American Housing Survey. Because thisindicator counts only extremey-low-income
households, the number of assisted households is lower than the total number of households
assisted by HUD.

Data sour ce. American Housng Survey,

conducted for HUD by the Bureau of Ratio of Assisted Renters to Households
Cenaus. with Assistance or Worst Case Needs
Limitationg/advantages of the data. 48%

Nationd and regiond AHS data are o 46% 1.45.8% ,46.0%

available only biennidly. HUD expects g . 44.7%

that AHS data from 2001 will be 8 \ 4250 443.0%
available by the end of FY 2002 because & a2% T

of the 1997 implementation of computer- 40% ; ; ; ;

aded interviewing. Counts of asssted 1991 1993 1995 1997 1999 2001
householdsin the AHS are known to be —— assistance ratio
imperfect because survey respondents — % output goal

may be unsure of the source of
assigtance. To improve thislimitation, different questions about assistance were asked beginning
in 1997, making the pre-1997 ratios shown above not directly comparable to the 1997 data

Validation/verification of measure. Esimates of assisted households from the AHS will be
compared with program data. The Bureau of Census has quality control proceduresin place for
the AHS, including reinterviews of smal subsamples for quaity assurance.

Programmatic Output Indicator 1.2.b: The HOPE VI Revitalization
Development program for public housing relocates 2,300 families,
demolishes 4,100 units, completes 12,000 new and rehabilitated units, and
occupies 11,100 units.

Indicator background and context. HOPE VI isHUD's primary program for diminating the
worgt public housing by demoalishing unsustainable developments and rebuilding in accordance
with community-sensitive principles. Housing authorities have been dower in implementing
HOPE VI redevelopment plans than was hoped because of the extensive planning and
partnering involved. Thisindicator tracks the share of HOPE VI redevelopment plans that are
being implemented on schedule in terms of four key outputs. tenants relocated to permit
redevel opment, units demolished, new and rehabilitated units completed, and units occupied.
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At theend of FY 1999, a

. CumulativeHOPEVI  FY 1999  FY 2000 FY 2001
ﬁumulauve total of .22,225 tena_nts Achievements actual firy goal
d?nobel ig}'gg;gﬂiﬁ%“;g s | Tenantsrelocated 22205 27,300 20,600
rehabilitated units completed; and | UMitsdemolished 24289 /A0 42400
4.964 Compl eted units OCCUpIed Units constructed 3,930 6,200 15,600
The FY 2001 goais reflect planned Units rehabilitated 2,376 3,400 6,000
achievements based on HOPE VI Units occupied 4,964 10,800 21,900
plans submitted by PHAS.

Incrementd goas may change if
cumulative goals are achieved earlier than expected.

Data sour ce. PIH's HOPE VI Progress Reporting System, congisting of quarterly reports
submitted by grantees.

Limitationg/advantages of the data. The data are believed to berdiable.

Validation/verification of measure. Field staff verify reports of redevelopment progress
through ste vists

Programmatic Output Indicator 1.2.c: By helping housing authorities issue
rental vouchers in timely fashion, HUD decreases the share of the program
administered by housing authorities with substandard lease-up rates by 10
percent.

Indicator background and context. Funds for tenant-based housing assistance can be wasted
if housing authorities are not efficient in ther efforts to grant vouchers to families and help them
find housing. Although on average most budgeted vouchers are used, some PHASsfall to issue,
or lease up, sgnificant numbers of potentia vouchers. Asanationa average, 92.5 percent of
units under budget were leased-up in 1998. Housing authorities with low lease-up rates are
subject to sanctions under SEMAP. The new regulation that governs the renewd of fundsfor
vouchers dlocated to PHAs in prior years dso creates a Sgnificant incentive by providing for
the redlocation of units from low to high performers.

For thisindicator, “substandard lease-up” means that fewer than 95 percent of a housing
authority’ s budgeted vouchers were used to rent housing. The lease-up rate is defined as the
number of units under Housing Assstance Payment (HAP) contracts divided by the number of
units under budget. This indicator focuses on the largest substandard performers by applying
unit weights: each PHA with substandard lease-up is multiplied by its budgeted vouchers, the
products are summed, and the sum is divided by the nationd tota of units under budget.

Data sour ce. SEMAP, based on HUD Central Accounting Processing System (HUDCAPS).
Lease-up is determined from housing authority budgets and HUD-gpproved year-end
gatements. Complete SEMAP datawill be availablein FY 2001. The FY 1999 basdine will be
determined from HUDCAPS datain FY 2000.
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Limitations/advantages of the data. Reports from PHAs with fisca years ending December
31 are due in February, which creates difficulties in timely andysis, verification and reporting for
GPRA purposes.

Validation/verification of measure. This component of housing authority records became
subject to independent single audits (at auditor discretion) beginning in FY 1999,

Programmatic Output Indicator 1.2.d: The number of households receiving
housing assistance with CDBG, HOME, HOPWA, RHED and NAHASDA
increases.

Indicator background and context. Thisindicator tracks both homeownership assistance and
rental assistance because local communities decide whether to use HOME funds for
homeownership, renta housing, or both. In the case of CDBG, HOPWA and Rura Housing
and Economic Development (RHED) funds, housing assstance is one of severd digible
activities among which grantees may choose. Analyss suggests that the share of CDBG funds
used for housing and HOME funds used for renta housing may be declining. Because of
widespread shortages of affordable housing and the need to maintain existing housing units, it is
desirable to increase the number of households aided with housing assistance, including rentd
housing production. The levd of these housing outputs is subject to appropriations as well as
local discretion.
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Data sour ce. CDBG vdues
in thistable are based on
historical accomplishments
reported by granteesin IDIS
and through annud
performance reports with
appropriated or requested
budget authority. HOPWA
data are based on annua
performance reports from
grantees.

Edtimates for units produced
by HOME (rentd,
homebuyer, and homeowner)
are based on C/MIS data
through 1996, and
extrapolate a historica trend
of a4-percent annual
increase in units committed in
afiscd year consgent with
recent activity. Estimates for
HOME tenant-based rental
assistance are based on
higoricd average
commitments, which show no
sustained trend. These
esimates reflect units for
which grantees commit funds
during each fiscd year. They

Households
Assisted

CDBG households?®

HOME tenant-
based assistance
HOME rental units
committed

HOME new
homebuyers
committed °
HOME existing
homeowners
committed °

HOME total
households
HOPWA
households
RHED homeowners

RHED renters
assisted

SHOP
homeowners
Section 184 Native
American
homeowners °©
Native Americans
assisted with
NAHASDA

1996
act.

9,118

23,918

26,098

12,086

71,220

32,200

1997
act.

204,900 202,100

7,792

23,041

28,403

13,053

72,289

35,845

432

1998
act.
157,417

8,246

24,148

29,514

13,415

75,323

43,798

558

414

1999
est.
158,280

8,246

25,114

30,695

13,952

78,006

41,500

1,983

590

- baseline

TBD

2000
goal
158,950

2001
goal
169,300
8,246 8,246
26,118 27,163

31,922 33,199

14,510 15,090

80,796 83,698

42,900 48,000
TBD|
TBD|

1,200 1,400

810 1,085

baseline baseline
+3% +6%

@ CDBG values for 1998-2001 reflect a reduction in the share of funds that
grantees use for housing activities from 30 percent to 24 percent.

® Trend analysis was used to estimate the number of units produced by
HOME in FY 1998 and 1999 during the conversion to the new data system

(IDIS).

€ Section 184 values are cumulative endorsements.

are not the same as estimates in the budget that project production over the life of the requested

appropriation.

Section 184 data are the cumulative number of single-family mortgages endorsed, as recorded
inthe PIH Section 184 database. Baseline datafor NAHASDA will be avaldble from PIH in

June 2000.

In the future, datafor al of these programswill come from DGMS.

Limitationgadvantages of the data. CDBG, HOME and HOPWA data come from grantees
through IDIS'DGMS. Because grantees are not required to identify whether CDBG housing
assstance or production is for homeownership or rental housing, this detail is lacking. Annua
Progress Reviews (APRs) are being integrated into IDISDGMS, and over the next severd

years will capture actud CDBG accomplishments.
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Validation/verification of measure. CPD fidd gaff verify program data when monitoring
grantees.

Programmatic Output Indicator 1.2.e: The number of HOME production units
that are completed within the fiscal year will increase by 4 percent.

Indicator background and context. Higtorically the HOME program has reported on
“committed units” units for which HOME PJs had contractua obligations committing HOME
funds. Thisindicator tracks the number of “units completed,” HOME-ass sted units that have
been put into service.

Data source. GMY/IDIS,
containing completion reports

submitted by Pls. HOME Units Total FY 1998 FY 1999 FY 2000 FY 2001
Completed through goal goal

Limitationsadvantages of FY 1998
thedata. HUD rdliesonPls  |HOMErental 72469 18083 18806 19559 20,340
to enter datainto units produced
IDI gDGM S H|§0r|Cd|y HOME new 77,363 24,046 25,008 26,008 27,048
there has been atimelag homebuyers

: . HOME existing 60053 11,783 12254 12744 13254
between j[he p me when project |, omeowners
congtruction iscompleteand  |HOME total 200885 53912 56068 58311 60643
the submisson of acompletion  |households
report. assisted

Validation/verification of
measure. CPD field gtaff verify program data when monitoring grantees, and grantee reports
are subject to independent audits.

Programmatic Output Indicator 1.2.f: All households living in HOME-assisted
rental units will be income eligible and pay appropriate rent.

Indicator background and context. Regulations for the HOME Investment Partnership
program are complex, and PJs may not understand monitoring responsbilities nor dlocate
aufficient staff for monitoring responghilities. Thisis Sgnificant because landiords may have
incentives to circumvent rent requirements and/or to be lax on meeting housing qudity
gandards. Thisindicator tracks the share of HOME renta households for which tenant
incomes are digible and rents are gppropriate. HOME regulations require certifications by
development owners during the period of affordability for each development.

Data source. The Office of Policy Development and Research (PD&R) has awarded a
contract for a baseline survey of HOME rental developments to be conducted in FY 2000.

Limitations/advantages of the data. The survey will provide a representative sample of
HOME renta households.
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Validation/verification of measure. The procurement will contain provisions and controls that
ensure that the research is vaid and satisticaly representative within standard margins of error.

Outcome Indicator 1.2.4:

The number of elderly households living in a public or assisted housing
development that is served by a service coordinator for the elderly
Increases, by 3 percent above FY 1999 levelsfor private assisted
housing.

Indicator background and context. HUD evauations of the Congregate Housing Service
Program, HOPE for Elderly Independence, and the Service Coordinator Program dl verified
that service coordinators improve the quality of life of eders by helping them to remain as ctive
and independent as their health permits. Service coordinators for public housing and assisted
housing projects are funded in anumber of ways. through grants made by the Office of Housing,
from grants made as part of the Resident Opportunity and Supportive Services (ROSS) and
predecessor programs, from assisted housing project budgets and reserves, from public housing
Operating and Capital Funds, and from other resources raised in the community. ROSS grants
for service coordinators currently are limited to renewals of expired elderly coordinator grants,
50 public housing has no programs intended to increase the number of service-enhanced dderly
developments.

In 2000 HUD received a sgnificant increase in funding for service coordinators in multifamily
assigted housing, from $13 million in FY 1999 to $50 million in FY 2000, to help close the gap
between the number of developments with service coordinators and those that need them for a
population that is aging in place. HUD is requesting another $50 million for FY 2001. Elderly
households are defined as families or individuals with a head or spouse aged 62 or older.

Data sour ce. Private multifamily projects with service coordinators will be identified from the
Office of Housng service coordinator grants database. The number of ederly householdsin
each of these projects will be determined from TRACS, which contains tenant records
submitted by project owners and managers. The Office of Housing receives standardized
voluntary reports from project managers that could be tabulated to provide more detailed
information about the Service Coordinator program. The FY 1999 baseline will be developed in
2000. HUD will conduct an independent survey of public and assisted housing developments
serving the ederly to find out how many have service coordinators, regardless of the source of
funding.

Limitationgadvantages of the data. Administrative data capture only projects with service
enhancements funded under the Service Coordinator program. The number of public housing
developments with service coordinators has not been aggregated at the project leve, but thisis
not a sgnificant limitation for thisindicator because funding limited to renewas makes the
number stable.
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Validation/verification of the measure. The procurement will contain provisons and controls
that ensure that the research is atigticdly valid.

Outcome Indicator 1.2.4.5:
Service-enriched housing increases the satisfaction of elderly families
and individuals with their units, developments, and neighbor hoods.

Indicator background and context. Two demongtration programs, the HOPE for Elderly

I ndependence Demondtration and the Congregate Housing Services Program, aswell asan
evauation of the Service Coordinator program have shown thet frail elderly residents report
higher quality of life and increased independence in developments that have service coordinators
on gaff. Even dderly persons who are not “frail” — defined as needing help with three activities
of daly living —will have greater ability to age in place when service coordinators provide
goppropriate support for independent living.

Thisindicator tracks the satisfaction of elderly residents (62 and older) in privately-owned
assisted housing, comparing the satisfaction of dderly householdsin devel opments with and
without service coordinators. The FY 2001 performance god will be determined following
andysis of basdine data.

Data sour ce. Dataregarding reported satisfaction of ederly resdents comes from the REAC
Resdent Assessment Subsystem (RASS), based on surveys of residents of public housing and
private asssted housing. Asssted multifamily developments with service coordinators are
identified from the Service Coordinator program administrative database. The FY 2000
basdine will be determined in FY 2001.

Limitationgadvantages of the data. The data are satisticaly representative of the
population. Sample sizes of the ederly subpopulation in developments with service coordinators
may not support precise estimates in asingle year, but precision will increase with annua
replications of the survey. Public housing devel opments with service coordinators cannot be
identified from national data bases.

Validation/verification of the measure. Pretests of resdent survey insruments have
established the validity of resdent satisfaction surveys by demongtrating a high correlation
between responses and objectively verifiable conditionsin the development. Annua replications
of the survey will verify results by drawing different samples.

Programmatic Output Indicator 1.2.g: Increase the availability of affordable
housing for the elderly and persons with disabilities by bringing 226 projects
to initial closing under Sections 202 and 811.

Indicator Background and Context. During 1996-1999, annua appropriations for Section
202 housing for the elderly averaged $649 million. Section 202 and 811 projects can be difficult
to bring to closing because sponsors usudly must find other sources of funding for project
features not fundable by the program but necessary to meet the needs of the population, and
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because neighborhoods sometimes oppose the developments. This indicator tracks the number
of projects each year that reach the closing stage (when the project design has been approved
and dl of theloca community requirements have been met). Because of a declining pipeline, the
FY 2001 performance goa represents a reduction from the 270 endorsementsin FY 1999.

Data sour ce. Office of Housng Development Application Processing (DAP) system.
Limitations/advantages of the data. The DAP system is under development in FY 2000.

Validation/verification of measure. HUD’s centrd office receives copies of the closing
document that will be used to verify data system entries.

Programmatic Output Indicator 1.2.9.5:
At least 10 Section 202 developments will complete conversion of units to
assisted living by FY 2003.

Indicator background and context. HUD’s FY 2000 appropriations included fundsto
convert Section 202 multifamily projects for the ederly to asssted living. The conversons may
involve entire projects or a subset of their units. This funding supports HUD' s continuum of care
drategy for the elderly and responds to the projected increase in demand for assisted living
accommodations caused by the aging of the baby boom generation.

Conversonsto asssed living will be subject to sate licenang requirements, creating potentidly
lengthy converson timetables. Thisindicator tracks the number of Section 202 developments
that complete their modifications under the Section 202 conversion program within a reasonable
period.

Data sour ce. Office of Housng's Section 202 conversion grant database, congsting of annua
progress reports submitted by grantees.

Limitations/advantages of the data. Sdf-reported data require verification by field saff
during monitoring vigts.

Validation/verification of the measure. No historica dataexist to support projections of the
number, size and complexity of the funded projects. Therefore the vdidity of the performance

god is undetermined, and the goa may require recdibration as funds are awarded. Grantee
reportswill be verified by monitoring.

Programmatic Output Indicator 1.2.h: By FY 2002, assisted-living facilities in
at least five States will house elders using housing vouchers combined with
Medicaid or other third-party funding for services.

Indicator background and context. Currently just over haf the States have approved
Medicaid waivers for asssted living for the ederly. HUD will make these waivers ussblein
combination with housing subsidies because, in FY 2000, HUD was given authorization to alow
housing authorities to use housing vouchersin asssted-living developments. This indicator tracks
the number of ates that implement thisimportant policy to make asssted living affordable.
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Data sour ce. PIH Multifamily Tenant Characteristics Sysem (M TCS) — household data
submitted eectronicaly by housing authorities. A data element will be added to this system
identifying Section 8 tenant-based assstance used in asssted-living devel opments.

Limitations/advantages of the data. MTCS data for tenant-based programs are relatively
complete, with reporting rates of about 94 percent of households.

Validation/verification of measure. MTCS has automated edits to prevent input errors, and
HUD performs qudity control studies to verify the accuracy of tenant income data.

Outcome Indicator 1.2.5:
For extremely-low-income renters, the number of affordable units
increases from 76 per 100 ELIR householdsto 78 by 2001.

Indicator background and context. As anationa averagein 1990, there were fewer than
four affordable units (renting for 30 percent or less of the extremdy-low-income cutoff) for
every five extremdy-low-income renters (those with incomes below 30 percent of area
median). Thirty States had shortages of affordable housing relative to their population of
extremely-low-income renters. During the 1990s, as the figure illugtrates, the shortage
worsened astheratio of units to renters continued to drop across the nation —faling from 85
units per 100 rentersin 1991 to 76 units per 100 rentersin 1997. Asthe figure shows,
however, the rate of decline dowed between 1995 and 1997. Reversing thistrend is essentia
to reducing worst case needs. The FY 2001 performance god reflects an improvement above
estimated accomplishments of 77 affordable units per 100 extremely-low-income households
using 1999 data.

Data sour ce. American Housing Survey
and decennid Census. Affordable Housing relative to Extremely Low

Income Households

Limitationg/advantages of the data.
AHS data are available for the Nation
and the four Census regions only
biennidly, and for 44 metropolitan areas
every 4 or 5 years. HUD expects that
2001 AHS data will be available by the
end of FY 2002 because of recent
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implementation of computer-aided
H H . —4&—ELlI affordable units/ELI households
Interview ng. ——outcome goal

Validation/verification of measure.

The Bureau of Census has quaity control proceduresin place for the AHS, induding
reinterviews of smal subsamples for quality assurance. HUD verifies AHS estimates by
comparison with earlier surveys and by intermittent structured comparisons with SIPP, CPS, or
Census data.
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Outcome Indicator 1.2.6:
For very-low-incomerenters, the number of affordable units actually
available increases from 68 per 100 VLIR householdsto 72 by 2001.

Indicator background and context. In 1990 the number of units affordable to
very-low-income renters (that is, units with annual rents at or below 30 percent of 50 percent of
area median) exceeded the number of renters both nationdly, on average, and in al but three
States. However, some 40 percent of these units were occupied by households with incomes
above 50 percent of median, and thus were unavailable to very-low-income renters. During the
1990s, asthefigureillustrates, the number of available units per 100 renters continued to drop,
athough the rate of loss dowed between 1995 and 1997. Because HOME, the LIHTC, and
State rental revenue bonds can add to the supply of units with rents near thisleve, it should be
possible for States and locdities, working with HUD’ s Community Builders, to begin to
improve the ratio. Thisindicator tracks nationd trends in the extent to which rental housing
affordable for renters with incomes below 50 percent of area median is actudly available to
them. The FY 2001 performance god is based on estimated accomplishments of 70 units per
100 very-low-income renter households using 1999 data.

Data sour ce. AHS and decennid

Census. Affordable Housing available to Very Low
Income Households

Limitationgadvantages of the data.
AHS data are available for the Nation
and the four Census regions only
biennidly, and for 44 metropolitan areas
every 4 or 5 years. HUD expects that
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available units per househol
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AHS data from 2001 will be available by %6 o
the end of FY 2002 because of recent 0.6 : : : :
implementation of computer-aided 1991 1993 1995 1997 1999 2001
interviewing. —+— VLI affordable units/VLI households

—l—outcome goal

Validation/verification of measure.
The Bureau of Census has qudity contral
procedures in place for the AHS, including reinterviews of smal subsamples for quaity
assurance. HUD verifies AHS estimates by comparison with earlier surveys and by intermittent
structured comparisons with SIPP, CPS, or Census data.
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Outcome Indicator 1.2.7:

Ratios of affordable unitsto extremely-low-income households will be
higher for at least six of the 30 Statesthat in 1990 had absolute
shortages of rental units affordable to extremely-low-income
households.

Indicator background and context. In 1990 there were nationdly, on average, fewer than
four affordable unitsfor every five extremely-low-income renters (those with incomes below 30
percent of area median), with 30 States exhibiting such mismatches of affordable units rdative to
the number of households needing them. Shortages were worgt in Cdifornia (with only 0.43
units per renter), Nevada (0.60), New Y ork (0.63), Michigan (0.63), and Florida (0.64).
Because States and localities decide on the most gppropriate use of LIHTC, HOME, and
CDBG resources to meet loca needs, tracking changes in thisratio at the State level is highly
desrable. Community Builders will be active in promoting State and local commitments to
address the severest shortages of affordable housing and worst case needs.

Data sour ce. At present only the Comprehensve Housing Affordability Strategy (CHAS)
database of 1990 Census data provides the needed data at the State level. HUD plans to obtain
equivalent data from the 2000 Census, which will become available in 2002. After 2003, State
datawill be avalable annudly or biennidly from the American Community Survey.

Limitations/advantages of the data. Because the ACSwill be based on small annua rolling
samples, sample Szesin smdl States may support only biennid estimates rather than annud
estimates.

Validation/verification of measure. HUD will not verify the data beyond Bureau of Census
procedures.

Outcome Indicator 1.2.8:

Ratios of affordable rental unitsto rental households will be higher for
at least four of the 16 Statesthat in 1990 had absolute or relative
shortages of rental units affor dable to very-low-income households.

Indicator background and context. Affordable housing shortages are less severe and less
common for very-low-income renters than for extremely-low-income renters. Nevertheless,
relative shortages of very-low-income housing stock reduce the ability of the poorest
(extremely-low-income) rentersto find affordable, adequate housing. As very-low-income
stock becomes more scarce, the competition for extremely-low-income stock tends to increase
— displacing extremely-low-income renters.

In 1990 only three States had absolute shortages of units affordable to very-low-income
households — Cdifornia (with 0.62 units per renter household), Nevada (0.82), and Florida
(0.86) — but high levels of worst case needs were strongly correlated with relative shortages
(those worse than the U.S. average) as well. Because States and localities decide on the most
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gppropriate use of LIHTC, HOME, and CDBG funds, tracking changesin thisratio at the State
leve ishighly desirable.

Data sour ce. At present only the CHAS database of 1990 Census data provides the needed
data at the State level. HUD plans to obtain equivaent data from the 2000 Census, which will
become available in 2002. After 2003, datawill be available annudly or biennidly from the
American Community Survey.

Limitations/advantages of the data. Because the ACS will be based on smdl annud ralling
samples, sample Szesin smdl States may support only biennid estimates rather than annud
esimates.

Validation/verification of measure. HUD will not verify the data beyond Bureau of Census
procedures.

Programmatic Output Indicator 1.2.i: Fannie Mae and Freddie Mac meet or
surpass HUD-defined targets for special affordable multifamily mortgage
purchases.

Indicator background and context. Fannie Mae and Freddie Mac are housng GSEs
established for the public purpose of creating a secondary market for resdential mortgages.
The multifamily mortgage market has traditionaly been lesswell served by the secondary
market and HUD established a specid affordable multifamily subgod. Thisindicator tracks the
performance of the GSEs in providing capita, measured in billions of dollars, for affordable
multifamily housing. Since 1997, HUD has set thisgod at 0.8 percent of the GSES mortgage
originationsin 1994, which trandatesinto $1.29 hillion for Fannie Mae annually and $0.99
billion for Freddie Mac annudly. Both entities have congstently met those gods. In July 1999,
the Secretary announced the establishment of a higher multifamily subgoa. The goa for 2000
will be 0.9 percent of 1998 mortgage originations, or $3.31 billion for Fannie Mae and $2.46
billion for Freddie Mac. The specid affordable multifamily subgoa will increase to 1.0 percent
of 1998 mortgage originations for 2001-2003, or $3.68 billion for Fannie Mae and $2.73
billion for Freddie Mac.

Qudifying multifamily mortgages provide

five or more units that are affordable a Fannie Mae Performance Relative to
incomes less than or equa to 60 percent Special Affordable Multifamily Target

of areamedian, or lessthan or equal to $3.80

80 percent of areamedian located in /./ $3.53 Ag'*ss.ﬁs
low-income areas. Low-income areas £ 5260 L $3.19 :

are defined as metropolitan censustracts | 2

where the median income does not # $1.40 = =

exceed 80 percent of areamedian and %1-29 $129 $1.29  $1.29
nonmetropolitan counties where median $0:20 3 ’ '

: 1996 1997 1998 1999 2000 2001
income does not exceed 80 percent of : __

the grester of Sate nonmetropol itan :0._— gﬂ%llft\lgagfgdable multifamily volume
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median or national nonmetropolitan median.
Data sour ce. HUD'’ s GSE database.

Limitationsg/advantages of the data. gred‘_“‘f 'V'f?c Zeglormalnie R_‘T'a“"e to
The data are compiled directly from GSE pecial Affordable Multifamily Target
records on multifamily loan purchases $3.00 269
The data are based on a calendar year, _ $2.20 / ' mﬁt 73
not afisca year. 2

e}
Validation/verification of measure. 7 S1A0 JsrogySRE
GSEs apply appropriate quaity control $0.60 0.99
measures to data e ements provided to 1996 1997 1998 1999 2000 2001
HUD. HUD verifies the data through —_.|: gﬂfgbﬁtﬂ ngglrdable multifamily volume
comparison with independent data

sources, replication of GSE goal
performance reports, and reviews of GSE data quality procedures.

Programmatic Output Indicator 1.2.j: Ginnie Mae securitizes at least
66 percent of eligible FHA multifamily mortgages.

Indicator background and context. Ginnie Mae makes the multifamily mortgage market more
liquid by helping lenders package FHA-insured loans into secondary-market securities for
investors. Increasing the amount of capitd available for multifamily mortgages is desirable
because loans become less costly and easier to obtain. Ginnie Mae-guaranteed securitizations
are limited by the fact that some types of FHA multifamily loans (dder care facilities, risk
sharing, and hospitals) are not digible. Ginnie Mae volume o is congrained by the fact that
many larger FHA multifamily mortgages are sold directly to investors who do not need the
Ginnie Mae guaranty (for example, penson funds often do not require the Ginnie Mae guaranty
to purchase an FHA-insured multifamily mortgage). In 1999 the share of digible FHA loans
securitized by Ginnie Mae reached 98
percent.

. Share of Eligible Multifamily Mortgages
Data sour ce. Ginnie Mae database of Securitized by GNMA

multifamily loan securities compared to
FHA multifamily database adjusted to
remove indigible projects.

100% / o
oo o Fe

80% *-8—9-81%

Limitationgadvantages of the data. 66%

Both Ginnie Mae and FHA/VA dataare
tabulations of activity thet the
organizations track continualy.

60%

20%
0% } f f f
1996 1997 1998 1999 2000 2001

percent of mortgages

Validation/verification of measure.
Both Ginnie Mae and FHA data are "% securitized  —H™ output goal
subject to annud financia audits because

they represent an obligation on the part of the United States.
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Programmatic Output Indicator 1.2.k: Ginnie Mae credit enhancements on
multi-class securities increase by 5 percent to $57.5 billion in FY 2001.

Indicator background and context. Red Estate Mortgage Investment Conduit (REMIC)
securities were firgt issued by Ginnie Maein 1994. A REMIC isafinancing vehiclein which a
pool of mortgages or mortgage-backed securities is sold as multiple-class securities. By
gpreading investor risk among the various security classes (tranches), REMICsincrease the
secondary mortgage market’ s liquidity, which can reduce the cost of capitd for borrowers. This
indicator tracks the extent of Ginnie Mag' s contribution toward increasing the availability and
decreasing the cost of multifamily mortgages through REMIC securities. The FY 2001
performance god is based on projected FY 2000 accomplishments of $54.7 hillion, a 10
percent increase over actua FY 1999 performance.

Data sour ce. Ginnie Mae database of
REMIC issuances. Issuances of GNMA Credit
Enhancements on Multi-Class Securities

Limitationgadvantages of the data.

The. datall reflect'a':tuai' Securities issued. _ $60 r$5217/i $57.5
Validation/verification of measure. S $50 9497

Ginnie Mae data are subject to annual e /

financid audits because they represent an $40 Va6

obligation on the part of the United $30 ! !

States. HUD will not verify the data 1998 1999 2000 2001

further.

—+—credit enhancements ~ —®— output goal

Programmatic Output Indicator 1.2.I: FHA endorses at least 700 multifamily
mortgages.

Indicator background and context. FHA multifamily mortgage insurance plays a definite role
in the mortgage market. FHA insurance is vitaly important to a number of higher risk segments
in the housing indugtry, including smal builders, buyers or owners of aging inner-city properties,
and nonprofit sponsors. FHA offers many unique and vauable products in the market, including
insurance tha covers both the congtruction financing and long-term permanent financing of
modest-cost rental housing, insurance for asssted living facilities, and a vehicle whereby lenders
(indluding many with public purpose missions such as housing finance agencies) can gain access
to the AAA rating of Ginnie Mae securities. FHA aso brings stability to the market: many
conventiond loans that otherwise would have gone into default as they reached maturity during
the credit crunch of the early 1990s were successfully refinanced with FHA. FHA adso retainsa
leadership position in the market for high loan-to-vaue and long-term fully-amortizing
multifamily loans, which can help in the provision of affordable rental housing.

The result of maintaining FHA multifamily volume will be more decent rentd housing made
available to consumers at modest cost. Thisindicator tracks FHA’s annud output of initial
multifamily endorsements.
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Data sour ce. FHA's Red Estate

Management &/SGTI (REMS), based on FHA Multifamily Mortages Endorsed
lender-submitted data from the F47 5 800
sysem. % 700 ‘ m‘%/c 7or T ) 700
Limitations/advantages of the data. E 600
The data are based on a straight-forward o 500 /
and eadlly verifiable count of £ 400 460---
endorsements compl eted. = 300 . . . .

1996 1997 1998 1999 2000
Validation/verification of measure. —e— multifamily mortgages endorsed
FHA monitors the quality of data —#—output goal

submitted by lenders, verifying multifamily
mortgage transactions using quality assurance sampling methods.

Programmatic Output Indicator 1.2.m: Among multifamily developments
newly insured by the FHA General and Special Risk Insurance funds, the
share of units that are affordable to households with incomes below

60 percent of median increases by 1 percentage point from FY 2000 levels.

Indicator background and context. The vast mgority (more than 95 percent) of multifamily
rental units that are newly mortgaged, including those mortgaged conventionaly, are affordable
to households at or below area median income. Increasing the share of unitsinsured by FHA
that are affordable at 60 percent of area median income would increase the availability of
decent housing to low-income households and to poorer families with rent vouchers.

Avallable preliminary data show that 36.3 percent of unasssted FHA multifamily unitsinsured in
FY 1997 were affordable at 60 percent of area median income. For multifamily insurance for
existing developments only (Section 223(f)), the share was 44.7 percent.

Data source. Beginningin FY 2000, FHA’s DAP system, used for processng multifamily
development applications under Sections 221(d)3, 221(d)4, and 223(f). The FY 2000 basdine
will be established in early FY 2001, after the DAP system is popul ated with rental cost data.

Limitations/advantages of the data. Data with which to determine the affordability of FHA-
insured multifamily units were not available from HUD’ s automated data systems until 1998. For
1997, data were collected manually from case binders. The DAP system will not contain data
for the Section 220 program, nor for risk-sharing endorsements.

Validation/verification of measure. The collection of dataon FHA rent affordability depends
on accurate geocoding of cases aswell as accurately recording rents at the time of initid
endorsement. Until 1998 this information was not collected by FHA' s automated data systems.
Therefore, HUD will verify the first year of automated data by comparison with FHA case
binders.
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Programmatic Output Indicator 1.2.n: Approximately 1,400 projects (135,000
units) under the M2M program will have rents reduced and where
appropriate will involve mortgage restructuring.

Indicator background and context. The careful restructuring of asssted multifamily
developments reduces the average cost of providing housing assistance and helps maintain the
supply of good qudity, affordable housing units. Multifamily housing developments digible for
mortgage restructuring are those having FHA-insured or HUD-held mortgages and Section 8
project-based ass stance contracts that subsidize rents higher than market rates. Beginning in
FY 1999, the Office of Multifamily Housing Assstance Restructuring (OMHAR) contracted
with Participating Adminidrative Entities (PAES) (legidétive preference was given to State and
local housing finance agencies) to restructure mark-to-market (M2M) digible properties. As of
January 10, 2000, OMHAR executed agreements with 39 public PAEs and six nonpublic
PAEs. This production indicator tracks the efficiency of PAEsin dedling with oversubsdized
multifamily developments. The FY 2001 god is based on an OMHAR projection of anticipated
workload, which is; in part, based on an estimate of market rents for contracts expiring in the
future. These projections may be affected by owner decisions, red estate market trends,
accuracy of the REM S data base, and future legidative changes rdative to M2M digible
properties. Thisindicator tracks both regular rent reductions with mortgage restructuring and
M2M (or OMHAR) Lites, which reduce rents without restructuring mortgages.

Data source. OMHAR's M2M management information system data.

Limitationsadvantages of the data. The M2M system tracks the date that the HAP
contract is amended, which signifies the completion of aM2M property that involves arent
reduction with no mortgage restructuring (M2M-L.ite), and the closing date, which sgnifiesthe
completion of a project involving arent reduction with a mortgage restructuring.

Validation/verification of measure. PAE records are subject to independent audits.
OMHAR is currently developing PAE oversight and audit procedures that will be used by
OMHAR and/or contract staff in conducting periodic reviews of each PAE.

Programmatic Output Indicator 1.2.0: Among high-risk or troubled
multifamily projects referred to EC, the share that have aged pending
enforcement and the share that have aged during enforcement processing
will decrease.

Indicator background and context. REAC assesses the management risk of multifamily
projects based on physica and financid factors. Physicd trouble typically consists of high
capita needs backlogs and deferred and inadequate maintenance. Financid trouble can involve
mortgage defaults, high vacancy rates, inadequate rent roll, or fraud in the form of equity
skimming. Properties scored as high risk are referred to the Departmenta Enforcement Center
(DEC or EC) directly from REAC. The Office of Multifamily Housing also can refer properties
identified as troubled to EC. The EC will work closdy with the Office of Housing to determine
appropriate remedies.
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Thisindicator tracks the disposition of referrdsto EC in terms of two components: the inventory
of projects referred to EC but waiting for enforcement action, and the inventory of projects that
remain under enforcement action for lengthy periods. “Aged” projects are defined as referred
projects for which enforcement has not yet begun within 90 days, or for which enforcement has
not been completed within 120 days, except in cases that the DEC refers for prosecution.
Because prosecution can introduce uncontrollable delays, areferra from EC to the Department
of Judtice and Office of the Ingpector Genera on crimina and civil proceedings stops the clock
for purposes of thisindicator. Thisindicator o appearsin the context of increasing public trust
as Programmatic Output Indicator 5.1.k.

Data sour ce. REAC maintains the database of properties eigible for enforcement. The EC
initidly will provide data about the status of referred properties using the Redl Estate
Management System (REMS). EC isin the process of developing a case status module as part
of its planned Departmentd Tracking system (DTS). HUD will determine the FY 1999 basdline
share of “aged” projectsin FY 2000.

Limitationg/advantages of the data. REAC uses objective criteriato identify high-risk
projects so the denominator of this measure is largely independent.

Validation/verification of measure. DEC Sadlite Offices will verify data collected by the
contractor and ensure that documentation is adequate before entering datainto REMS. EC will
update data quality assurance procedures following implementation of REMS and DTS.

Programmatic Output Indicator 1.2.p: Among Consolidated Plan jurisdictions
with housing authorities, the share that have included housing authority
representatives in consolidated planning efforts reaches 90 percent.

Indicator background and context. Both States and cities are required to develop
Consolidated Plans to assess needs and determine Strategies for dlocating HUD grants.
Consolidated Plans must consder the full range of community needsto be vaid guiddines, and
the families served by housing authorities represent an important component of area needs.
HUD a0 has an interest in promoting cooperation anong housing authorities and locd officids
because the transformation of public and asssted housing increasingly relies upon forming
partnerships and coordinating activities. For example, severd communities are committing
HOME Invesment Partnership fundsto retain private multifamily developments as assisted
housing. This indicator tracks the share of Consolidated Plans that demonstrate that States or
communities include officids from housing authorities in a decison-making role. This indicator
aso gppearsin the context of welfare reform as Programmatic Output Indicator 3.2.b.

Data sour ce. CPD Grants Management Process (GMP) system. The basdine will be
determined in FY 2000.

Limitations/advantages of the data. Communities potentialy may mischaracterize the extent
of participation by housing authority officids.

Validation/verification of measure. CPD fidd staff monitor communities to ensure accurate
reporting.
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Programmatic Output Indicator 1.2.q: The share of EZs and ECs achieving
local goals is 85 percent for new affordable housing activities and 80 percent
for rehabilitated affordable housing.

Indicator background and context. The Empowerment Zone and Enterprise Community
program is one of HUD'’ s primary tools for economic and community development in distressed
communities. Many EZ/EC Implementation Plansinclude loca gods that rehabilitate
deteriorated housing and congtruct new affordable rental housing. Thisindicator is discussed
fully and dl EZ/EC performance data are presented under Programmatic Output | ndicator
4.2.b.5, which supports Strategic Objective 4.2, “ Disparitiesin well-being among
neighborhoods and within metropolitan areas are reduced.”
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Objective 1.3: America’ shousing is safe and disaster-resistant.

Overview

A long-gtanding objective of Federd housing policy is to assure decent housing. Housing qudity
has improved markedly over the past five decades — a mgor success. By 1995 only 2 percent
of renters and owners lived in housing categorized by the American Housing Survey as severely
inadequate, down from 6 percent of renters and 3 percent of ownersin 1978.

Housing in need of repair or rehabilitation, however, remains a frequent problem among the
lowest-income renters and owners, and too often they must settle for inadequate housing to find
units they can afford. In 1995, 1.8 million very-low-income renters (12 percent of such renters)
and 1.1 million very-low-income owners (10 percent) lived in physicaly inadegquate housing.
Moreover, as of 1994, gpproximately 890,000 children under the age of 6 were estimated to
have dlevated blood lead (EBL) levels. Older housing, which is more often occupied by lower
income households, is one of the primary environmental EBL hazards.

In recent years, the serious destruction caused by hurricanes, earthquakes, and other natural
disagters dso highlights the need for housing that is as resstant as possible to such stresses.
Significant amounts of disaster assistance funds have been appropriated for this purpose.
Through the Partnership for Advancing Technology in Housing, HUD coordinates federal
agency and private industry efforts to encourage the devel opment and widespread diffusion of
new disagter-resistant technologies throughout the housing industry. HUD aso works through
the CDBG program to improve loca building codes and through CDBG and related housing
grant programs to reduce vulnerability to floods.

External factors

A wide array of locd factors, such as building codes and other regulations, affect the choices
that builders make in constructing and rehabilitating American homes. Improving the physica
condition of housing often requires funding for rehailitation, in addition to public awvareness of
the importance of such actions. While HUD can encourage locd communities to improve and
enforce building codes and regulations, and can encourage private builders and ownersto
improve their properties, the Department cannot mandate these changes. Increasing building
densty and other land use factors dso have mgor impacts on the vulnerability to natural
disasters and the magnitude of associated risk.

Public awareness of hazards and of ways of reducing them is dso important but often lacking.
For example, dthough 93 percent of homes have smoke detectors, it is estimated that smoke
detectors are inoperable in one-fifth of these homes.
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Means and strategies

Before HUD can act to reduce housing hazards and enforce qudity standards in the housing
programsit funds, it must first have complete, accurate and objective information describing the
physica condition of its housng sock. One of the mgor components of HUD 2020 Reform
was establishment of the Redl Estate Assessment Center to provide thisinformation. REAC
assessments are now providing HUD program offices with credible information that they useto
identify high risk properties, focus technical assistance and other resources, and carry out
enforcement efforts.

Other drategies employed to make housing safer include funding housing rehabilitation,
awarding grants to abate lead hazards, and encouraging the development of new housing
technology. Both the HOME and CDBG programs fund a substantid amount of housing
rehabilitation. Almost haf of dl housing activities funded by HOME are for rehailitation of
gangle and multi-family units

Through PATH, HUD is responsible for coordinating federa agency activity asit rdatesto
gods and objectives st forth by the Administration and Congress. PATH was established “to
improve the qudity, durability, environmentd efficiency, and affordability of tomorrow’s
homes.” Itisaprivae-public partnership intended to accelerate dramaticaly the adoption of
building technologies by the housing indusiry. PATH technologies will aso provide benefits for
rehabilitated housing. One PATH god isto reduce by at least 10 percent by 2010 the risk of
loss of life, injury and property destruction from naturd hazards. PATH’s approach to disasters
combines promoting technologica advances; improving the quality of housing and its resstance
to disagters; and increasing public awareness of the problem.

To make housing safer and more resistant to disaster, HUD will:

Regularly ingpect the physical quality of public and asssted housing through the Red Edtate
Assessment Center (REAC) and enforce contracts that require housing to be kept in good
condition through the new Enforcement Center. The new Troubled Agency Recovery
Centers (TARCs) will address dl public housing agencies that fail the physicd, financid or
management assessment conducted by REAC. REAC aso will help identify geographic
areas where the housing needs to be more disaster-resistant.

Demolish the worst units of severdly distressed, vacant public housing.

Ensure that buyers of homes with HUD-insured single-family mortgages receive
comprehensive property condition information as part of the FHA appraisal.

Test smoke detectorsin dl units ingpected by REAC, notifying owners about missing or
inoperable detectors for immediate repair or replacement.

Provide grants to remove lead-based paint hazards from older homes and apartments,
undertake scientific research on lead-based paint, and conduct nationa and loca public
awareness campagns.
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Evduate lead abatement programs to determine whether mitigation is successful and to
determine the most effective methods of abatement.

Enforce lead paint disclosure regulations to ensure that the red estate market has the
information necessary to address exigting lead hazards.

Campaign for greater consumer awareness of household hazards that contribute to
childhood illnesses through the Hedthy Homes Initiative. This includes encouraging adoption
of safer building technologies and supporting research on how to reduce household hazards
to children.

Work closdly with EPA and community partners to ensure that residents of HUD housing
programs are not subjected to negative environmenta conditions (e.g., toxic waste,
Superfund Sites).

Ensure that properties assisted under HUD programs comply with applicable seismic
standards and flood plain reduction strategies.

Regulate manufactured housing to ensure production of safe and disaster resistant housing.
Work with the manufactured housing industry and State and local governments through
information and technica assstance to encourage dramatic improvement of the qudity of the
ingalation of manufactured housing to improve its disaster resstance.

Encourage improved housing conditions and affordable housing opportunities for colonias,
Indian tribes, and farm workers through the Rura Housing and Economic Devel opment
Program.

|dentify affordable disaster-resstant technologies through PATH demonstration projects,
especidly in disaster recovery settings.

Through FHA, insure home windstorm shelters — aso known as safe rooms —which can
provide protection against winds of up to 250 miles per hour and againgt projectiles
traveling a 100 miles per hour.

Programs supporting Objective 1.3:
America’ shousing issafe and disaster-resistant.

(Dollarsin Millions)

Program FY 1998 | FY 1999 | FY 2000 | FY 2001
act. act. est. est.
Community Planning and Development
Community Development Block Grants 4,675 4,743 4,781 4,900
HOME Investment Partnerships 1,500 1,600 1,600 1,650
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Program FY 1998 | FY 1999 | FY 2000 | FY 2001
act. act. est. est.

Public and Indian Housing
Housing Certificate Fund (Sec. 8 Project-based & 11,322 10,327 11,481 14,128
Tenant-Based)
Public Housing Operating Fund 2,900 2,818 3,138 3192
Public Housing Capital Fund 2,500 3,000 2,869 2,955
Revitalization of Severely Distressed Public 550 625 575 625
Housing
Native American Housing Block Grants 600 620 620 650
Housing
Section 811/202 839 854 911 989
FHA :GI/SRI Commitment Level {15,513} {16,924} {18,100} {21,000}
FHA :GI/SRI Program Account 319 308 311 456
Policy Development and Resear ch
PATH 0 10 10 12
Office of Lead Hazard Control
L ead-Based Paint Hazard Reduction 60 80 80 120
Healthy Homes Initiative 0 [10] [20] [10]

Note: Brackets reflect funding as a set-aside and braces represent |oan commitments supported by the
specified program area. Dollars shown represent the total for the program, not necessarily the amount
devoted to this objective. The funding for the Housing Certificate Fund does not include any Rescissions or

Advanced Appropriations.

Coordination with other Federal agencies

Through PATH, HUD works closdy with the Departments of Ener gy, Commer ce, and
Agriculture, aswel aswith the Department of L abor’s Occupational Safety and
Health Adminigtration, EPA, NSF, and FEM A to increase homeownership and safety
by making qudity housng more affordable. By 2010, PATH god's include improving
durability and reducing maintenance costs by 50 percent and reducing by at least 10 percent
the risk of losslife, injury and property destruction from naturd hazards. PATH interagency
coordination includes: an interagency agreement with the National I nstitute for Safety
and Technologies to research durability of housing; a cooperative agreement with the

Department of Defense to demonstrate PATH wesatherization technologies; an

interagency agreement with FEM A to develop Safe Rooms for usein areas of the country
a highrisk of naturd wind disagters; an interagency agreement with the Department of
Agriculture for research on disaster res stant wood-frame homes; and an interagency
agreement with the Department of Energy onwind ssfety.

HUD co-chairs, with the Centersfor Disease Control and Prevention, the Interagency
Task Force on Hedthy Homes. Under the Hedlthy Homes initiative, HUD works closdy
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with the Centersfor Disease Control and Prevention, EPA, the National I nstitute of
Environmental Health Sciences, the National Institute for Occupational Safety and
Health, and the National I nstitute of Standards and Technology on ways to address
multiple housing-rdated problems affecting the hedth of children.

To reduce Lead-Based Paint hazards HUD coordinates with EPA on the implementation of
the Residentia Lead-Based Paint Hazard Reduction Act, with the Centersfor Disease
Control on standards and reporting, and with the Department of Justice on enforcing
lead-based paint rules.

Perfor mance goals
HUD aimsto achieve these outcomes:
Reduce the share of very-low-income households living in housing with physica problems.

Increase the share of public and asssted housing units that meet HUD housing qudity
standards.

Reduce the share of public and assisted housing with dangerous safety defects.
Increase the number of units protected by the lead hazard control program.
Reduce the number of young children with Elevated Blood Leed levels.
Reduce the rate of deathsin resdentid fires.

Increase the ratio of manufactured housing conforming to high-wind standards.

A crosswak summarizing the programmeatic output and outcome indicators and targets for FY
2001 that HUD will use to measure progress toward this objective follows.
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Crosswalk for Strategic Objective 1.3:
America’ shousing is safe and disaster resistant

Outcome Indicators

Programmeétic
Output Indicators

Externd Factors

1.3.1: The share of very-low-
income householdsliving in
units with moderate or severe
physical problems decreases
from 7.3 to 7 percent for owners
and from 14 to 13 percent for
renters by 2001.

1.3.2: Among units occupied by
low-income households, the
share containing threats to
health and saf ety decreases by
0.2 percentage pointsto 5.9
percent.

1.3.a The number of households

receiving housing assistance with

CDBG, HOME, HOPWA, RHED
and NAHASDA increases (also
appearsas 1.2.d).

Physical housing problems have
been declining for decades as
homes with substandard utility
systems are renovated or
demolished, and as building
codesimprove and are better
enforced.

Inadequate utility systems and
construction have regained
prominence with the growth of
colonias on the southern U.S.
border since 1980.

1.3.3: The share of unitsthat
meet HUD-established physical
standards increases by 1
percentage point to 64 percent
of public housing unitsand 79
percent of assisted multifamily
units (also appears as 5.1.7).

1.3.4: The average number of
life-threatening health and
safety deficiencies observed
per 100 properties inspected
decreases by 10 percent
annually between 1999 and
2001, from 100.8t0 81.7 in public
housing and from 95.3t0 77.2in
assisted multifamily housing
(also appearsas 5.1.8).

1.3.b: Aspart of the effort to
demolish 100,000 units of the
worst public housing, demolish
12,000 unitsduring FY 2001.

1.3.5: Aspart of aten-year
effort to eradicate lead hazards,
increase the cumulative number
of housing units made lead safe
by the L ead Hazard Control
Grant Programby 26 percent to
34,020.

1.3.6: The number of children
under the age of 6 who have
elevated blood |ead level s will
be less than 260,000 by 2004,
down from 890,000.

1.3.d: The average percentage
reduction of floor dust lead levels
in units made lead-safe is 25
percent compared to baseline.

1.3.e: Thefirst 16 cooperative
agreements and interagency

agreements for the Healthy Homes

Initiative become operational and
an additional four agreements are
awarded.

The number of children with EBL
levels declined dramatically after
lead was banned from gasoline,
but residual lead in soil aswell as
in lead-based paint continuesto
put many young children at risk
of long-term developmental
problems.
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Crosswalk for Strategic Objective 1.3:
America’ shousing is safe and disaster resistant

1.3.7: Therate of deathsin 1.3.f: The share of HUD-assisted The 7 percent of homes without
residential firesdeclinesby 0.02 | unitswith functioning smoke smoke detectorsin the United

to 1.14 fatalities per 100,000 detectors at time of inspection States account for nearly 50
persons by 1999 (potential increases by 1 percentage point to | percent of fires, and deaths occur
interagency indicator). 93 percent of public housing and in those fires about twice as

97 percent of assisted multifamily. | frequently. Smoke detectors are
inoperablein about 19 percent of

1.3.g: The share of developments | omes with detectors.

that comply with specific fire
saf ety standards increases by 3 Theincidence of deaths from

percentage pointsto 82 percent firesis higher for manufactured
for public housing and to 81 housing than for site-built
percent for multifamily housing. housing.

1.3.8: Theratio of manufactured
housing stock conforming to
high-wind standards to total
manufactured housing in
coastal zones subject to
hurricanes increases by 5
percentage points from 2000
levels by 2005.

Performance goals are for FY 2001 unless otherwise noted.

Outcome Indicator 1.3.1:

The share of very-low-income households living in units with moder ate
or severe physical problems decreases from 7.3 to 7 percent for
ownersand from 14 to 13 percent for renters by 2001.

Indicator background and context.
Rates of inadequate housing have Very Low-Income Renters with
declined gresatly over the last 40 years. Moderate/Severe Physical Problems
Nevertheless, 12 percent of dl renters
and 15 percent of very-low-income 20%
renters lived in units with moderate or
severe physica problemsin 1997.
Among very-low-income homeowners,
7.5 percent had homes with moderate or
severe physical problems. Thisindicator 0% ’ ’ ’
tracks reductionsin physical problems for oS e Soer 959 200
oy mod/severe physical problems
households with incomes below 50 —— outcome goal
percent of area median because very-
low-income households have fewer
resources to address these problems.

15.2%
p 0 B-34.0% g9 13 095

2.0%

10%

percent of units

Data sour ce. American Housing Survey, conducted for HUD by the Bureau of Census.
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Limitationgadvantages of the data.

AHS daa are avalable biennidly, and Very Low-Income Owners with
1999 datawill be available in 2000. HUD Moderate/Severe Physical Problems
expects that AHS data from 2001 will be
available by the end of FY 2002 because | £ 20%
of recent implementation of computer- ,; 10,00

. . .. 04 .10.0%.
adedilntemewmg. However, because E 10% S o
questions on physica problems were 3] = 73% 1
made more precise in 1997, the 1997 S 0% ; ; ;
data are not exactly comparable to earlier 1993 1995 1997 1999 2001
edimates. Definitions of severe problems —+—mod/severe physical problems
and moderate problems determined from —#— outcome goal

AHS data are not directly comparable to
definitions used by REAC for the assisted housing stock.

Validation/verification of measure. HUD will not verify the data beyond standard AHS data
qudity procedures.

Outcome Indicator 1.3.2:

Among units occupied by low-income households, the share containing
threatsto health and safety decreases by 0.2 per centage pointsto 5.9
per cent.

Indicator background and context. The physica problemsindicator above (1.3.1) captures
combinations of problems that may or may not be safety hazards. This indicator focuses on
specific sefety hazards found in housing units occupied by families with incomes below 50
percent of median. The problems may include any of these four: exposed wiring, unvented
heaters used as the main source of heet, holesin the floors, or Sgns of rats. HUD block grant
programs help reduce hazards in housing when communities use them for housing rehabilitation
(seeindicator 1.2.d) and code enforcement or other public services. The FY 2001 performance
god is based on achieving areduction by FY 2000, as estimated using 1999 data.

Data sour ce. AHS, conducted for HUD by the Bureau of Census.
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Limitations/advantages of the
data. AHS data are available Threats to Health and Safety Among Units
biennidly. HUD expects that Occupied by Low-Income Families
AHS data from 1999 will be
available by the end of FY 2000
because of recent implementation
of computer-aided interviewing.
The fact that a Sngle safety hazard | 6.3%
. | 6% : 0. %
causes failure makes this measure 506 : : T 9%
less congigtent than the previous 1995 1997 1999 2001
indicator because the statitica —+— units with threats to health and safety
. . —— outcome goal
vaianceis higher.

Validation/verification of
measur e. HUD will not verify the data beyond standard AHS data quality procedures.

10%
9%
8%
7%

percent of units occupied by
low-income households

Programmatic Output Indicator 1.3.a: The number of households receiving
housing assistance with CDBG, HOME, HOPWA, RHED and NAHASDA
increases.

Indicator background and context. Many communities use HUD’ s block grant programsto
rehabilitate substandard housing. Thisindicator appears under Strategic Objective 1.2 as
Programmatic Output Indicator 1.2.d.

Outcome Indicator 1.3.3:

The share of unitsthat meet HUD-established physical standards
increases by 1 percentage point to 64 percent of public housing units
and 79 percent of assisted multifamily units.

Indicator background and context. Housing authorities are required to ingpect and maintain
public housing to ensure compliance with HUD established standards, or with local codes if they
are more gringent. Private owners of assisted housing aso have a contractua obligation to meet
physica standards. Some housing authorities and owners of assisted housing projects have poor
performance records regarding inspection and maintenance. This indicator tracks the share of
units that meet physica condition standards, as determined by REAC ingpections.

In FY 1999, 62.5 percent of public housing units were in projects that met physica standards.
Except for life-threstening deficiencies, which require immediate corrective action, these
preliminary scores are non-binding for management purposes. Private multifamily projects that
passed contained 77.3 percent of al units. The FY 2001 performance god is based on
projected FY 2000 improvements of 1 percentage point in each program.

Data sour ce. REAC Physicd Assessment Subsystem (PASS), consisting of dectronicaly
coded and transmitted results of independent physica ingpections of units, common areas and
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facilities. PASSis acomponent of the overdl PHAS performance measurement for public
housng in FY 2001. Congress has requested HUD to delay implementation of PHAS while
consulting with public housing industry representatives. PASS dso is used, outside of PHAS,
for private multifamily housing. Physicad ingpection procedures for Indian housing are being pilot
tested in FY 2000.

Limitations/advantages of the data. Ingpections are conducted independently and are
daidicaly representative of public housing and private multifamily assisted housing. Because of
the necessity of evduating common aress, the number of passing unitsis determined by
multiplying passing projects by the number of units they contain. Improvementsto PASS may
dter dightly the sdlection and weighting of individua inspection items from yeer to yeer.

Validation/verification of measure. REAC reingpects units and properties on a sample basis
for quaity assurance. The ingpection protocol is being vaidated by public housing industry
representatives.

Outcome Indicator 1.3.4:

The average number of life-threatening health and safety deficiencies
observed per 100 propertiesinspected decreases by 10 percent
annually between 1999 and 2001, from 100.8 to 81.7 in public housing
and from 95.3 to 77.2 in assisted multifamily housing.

Indicator background and context. REAC conducts physica ingpections that identify a
number of hedth and safety deficienciesthat are life threatening, such as frayed dectrica wires,
nonfunctional smoke detectors, and sharp edges on fencing. Thisindicator tracks reductionsin
such deficiencies nationwide as HUD implements physica ingpection protocols. Multiple
deficiencies may be observed in each development. The implementation of physica ingpections
by REAC islikely to promote sharp declines in the incidence of hazardsin FY 2001.

In FY 1999, the 13,417 inspected public

housng de\/eIOpmentS a\/ereged 100.8 Life-Threatening Health and Safety
Iifethreetening deficiencies per 100 Deficiencies in Public Housing
properties. Among 20,484 assisted g 120
multifamily developments, an average of 5 & 100 b.2008
95.3 life-threatening deficiencies were g8 '
observed per 100 properties. The FY £ 2 80 -401\. 81.7
2001 god is based on projected £
reductions of 10 percent during FY 2000 | ©  ©° '

. . L 1999 2000 2001
forlt_)?th _FI)U?E;‘;:OUS ng md &Saj —_::deficiencies iln public housing
multifami y ng. outcome goal

Data sour ce. REAC Physcd
Assessment Subsystem (PASS), consisting of eectronicaly coded and transmitted results of
independent physica ingpections of units, common areas and facilities. PASS produces an
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“Exigent Hedlth and Safety Report” for each project inspected. The FY 1999 basdineis
determined from ingpections of PHAs with fiscd years ending between 9/30/1998 and
6/30/1999, and for multifamily owners over roughly the same period.

Limitationg/advantages of the data.
High-performi ng propertiesgfe not Life-Threatening Health and Safety
Inspected every yea,’ 0 some Deficiencies in Multifamily Housing
ingpections represented in this indicator
may be 1-2 years old. The most recent
ingpection report is used for each

120

100 555

deficiencies per 100
developments

property. Inspections are conducted 80 . 77.2
independently and are gatidticaly 60 :

representative of the entire HUD stock. 1999 2000 2001
Validation/verification of measure. e g Mulifamily housing
Owners and managers vaidate Exigent

Hedlth and Safety Report contents by

acknowledging receipt at the time of ingpection and reporting corrective actions. In addition,
REAC reingpects units and properties on a sample basis for quality assurance.

Programmatic Output Indicator 1.3.b: As part of the effort to eliminate
100,000 units of the worst public housing, demolish 12,000 units during FY
2001.

Indicator background and context. Many units of high-rise public housing for families with
children dready have been demolished. These developments, ill-designed for family occupancy,
experienced crime and socia breskdown that contributed to severe maintenance problems and
excessve vacancies. The troubled stock in some cases is physicdly uninhabitable and in other
cases drains housing authority resources because it istoo costly to operate. Demolishing
distressed stock is often a prerequisite for reconstruction and relocating familiesin safer and
more humane environments.

HUD intends to demolish 100,000 units of severely distressed public housing by FY 2003. By
the end of FY 1999, 46,237 units had been demolished.

Data sour ce. PIH Integrated Business
System (|BS)- Public Housing Units Demolished Annually

Limitationgadvantages of the data.

IBS is the basic resource for information 20,000
on the public housing stock. No data 15,000 A..15,819.0 0. s
problems are known to affect this g 10,000 s 0000 :
indicator. 5000 :

0

1997 1998 1999 2000 2001
—+— units demolished —— output goal
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Validation/verification of measure. Fidd gaff verify that units were demolished.

Outcome Indicator 1.3.5:

Aspart of aten-year effort to eradicate lead hazards, increase the
cumulative number of housing units made lead safe by the L ead
Hazard Control Grant Program by 26 percent to 34,020.

Indicator background and context. HUD is playing a centrd role in the interagency initiative
to diminate lead poisoning of the Nation’s children by 2010. HUD intends to diminate lead
hazards in housing by expanding the Lead Hazard Control Program. When Congress passed
the 1992 Residentia Lead Hazard Reduction Act, as many as 3.8 million homes with children
contained lead-based paint hazards. The Centers for Disease Control and Prevention report
that nearly 1 million children ages 1 to 5 have devated blood lead levels — amounting to about 5
percent of dl children in that age group. The mgority of cases involve low-income children.
Exposure to lead can cause permanent damage to the nervous system and a variety of hedth
problems, including reduced intelligence and attention span, hearing loss, sunted growth,
reading and learning problems, and behavior difficulties.

HUD’s Office of Lead Hazard Control (OLHC) provides grants to state and loca government
agenciesto control lead hazardsin privately-owned asssted and unassisted housing. The
program requires grantees to employ certified personnd to collect clearance (quaity control)
lead-dust samplesin housing to confirm that it has been made lead safe, because lead dust isthe
magjor pathway by which children are exposed to lead-based paint.

Homes treeted under the grant program have areatively high average number of children of less
than 6 years of age living in each trested unit. With new births and turnover of occupancy,
additiona children are protected. Lead mitigation programs aso create potentidly large, but
unquantifiable, benefits through lead hazard education and outreach activities, aswdl as through
programs that train workers and create jobs in the lead reduction field.

Housing Unitsmade L ead Safe by the L ead Hazard Control Grant Program

FY 1995 FY 1996 FY 1997 FY 1998 FY 1999 FY 2000 FY 2001
Annual 400 2,294 4,325 5,527 7,471 7,000 7,000
Cumulative 406 2,700 7,025 12,252 20,023 27,020 34,020

Data sour ce. OLHC administrative data

Limitationg/advantages of the data. The data represent estimated accomplishments over the
life of the grantsissued in a particular year.

Validation/verification of measure. The University of Cincinnati has conducted a series of
program evauations to vdidate the extent of lead-dust reduction in units declared lead safe.
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Outcome Indicator 1.3.6:
The number of children under the age of 6 who have elevated blood
lead levels will be less than 260,000 by 2004, down from 890,000.

Indicator background and context. Approximately 890,000 children under the age of Six
were estimated to have elevated blood lead levels (EBL) in the period from 1991-94. These
children, especidly those less than three years old, are vulnerable to permanent devel opmental
problems because of the well-understood effect of lead on developing nervous systems. For this
indicator, EBL is defined as blood lead levels exceeding 10 micrograms per deciliter (ug/dL).

Data sour ce. Nationd Hedth and Nutrition Examination Survey (NHANES). The Centersfor
Disease Control and Prevention are scheduling the fourth NHANES, with data projected to be
available in 2004.

Limitationgadvantages of the data. The NHANES s costly because it uses actud physical
examinations of a nationally-representative sample of children to determine blood-lead levels,
among other things. NHANES can not identify the source of EBL.

Validation/verification of measure. HUD will not verify NHANES results independently.
NHANES is regarded as the best nationa estimate of a number of hedlth outcomes, and
incorporates avariety of quality control and verification procedures.

Programmatic Outcome Indicator 1.3.d: The average percentage reduction of
floor dust lead levels in units made lead-safe is 25 percent compared to
baseline.

Indicator background and context. OLHC has contracted for a series of evauations of the
lead abatement grant program to determine whether mitigation is successful and to determine the
mogt effective methods. Elevated blood lead in children is highly correlated with lead dust levels,
so thisindicator tracks the percentage decrease in lead dust on floors achieved by |lead-hazard
control treatment. The decrease is measured in micrograms of lead per square foot prior to
treatment and 1 year after treatment (because lead dust may reaccumulate. A sample of unitsis
being followed for 3 years). Foors generaly have lower pretrestment lead-dust levels than do
window silIs and window troughs, so percentage reductions tend to be greater for windows.
However, if window paint isintact, lead dust on floors often poses greater hazards for young
children.

Data sour ce. Data are from the University of Cincinnati report of the program evauation of the
Lead Hazard Control Grant Program.

Limitations/advantages of the data. Datamay not be representative of lead-hazard control
efforts nationwide because they pertain to the units enrolled in the eva uation, which covers only
the first 14 grantees. Grantees sometimes are able to reduce floor-dust lead levels below the
threshold of detection for some laboratories, which means that reported reductions may be
underestimated.
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Validation/verification of measure. Grantee programs test the accuracy and reliability of
participating |aboratories by asking them to evauate blind qudity control samples with known
quantities of lead.

Programmatic Output Indicator 1.3.e: The first 16 cooperative agreements
and interagency agreements for the Healthy Homes Initiative become
operational and an additional four agreements are awarded.

Indicator background and context. HUD isworking closely with the Centers for Disease
Control and Prevention, EPA, the Nationd Indtitute for Occupationd Safety and Hedlth, the
Nationd Inditute of Science and Technology, and the Nationd Indtitute of Environmentd Hedlth
Sciences to plan and develop the Hedlthy Homes Initiative. Under the initiative, OLHC is
awarding grants to public and private organizations and making agreements with other Federa
agencies for evauation sudies and demonstration projects to address housing conditions
responsible for diseases and injuries. The purpose isto learn how best to prevent diseases
related to toxic agents in housing and how to control the resdentia environment to prevent
childhood hedlth problems, such as asthma, unintentiond injuries, and developmenta problems.
In FY 2001, the target is to have a cumulative total of 16 projects operationa and to award
four additiona agreements. Principa outcomes of the projectsin FY 2001 are public education,
demondtration of new technologies, and determining a basdine number of households with
dlergens, which may establish afoundation for future outcome indicators.

Data sour ce. OLHC Hedthy Homes adminidreative data

Limitations/advantages of the data. The success of interagency agreements may not become
apparent for severa years.

Validation/verification of measure. OLHC will certify the number of agreements awarded
and made operational.

Outcome Indicator 1.3.7:
Therate of death in residential fires declines by 0.02 to 1.14 fatalities
per 100,000 per sons by 1999.

Indicator background and context. Residentid fires occur primarily from accidents and
defective conditions within homes. Deeth rates from resdentid fires have been declining in
recent years because of increasing adoption of smoke detectors, which provide early warning of
hazardous conditions. HUD contributes to fire safety by enforcing physica standards in public
and asssted housing, by funding housing rehakilitation and public safety programs with block
grants, and by regulating construction of manufactured housing, which can pose especidly
severefire hazards.

Thisindicator tracks progress toward making homes safer from fire hazards. In 1997, the degth
rate was 1.18 per 100,000 persons. The FY 2001 performance goa (using 1999 data) is
based on the FY 2000 goal of 1.16 deaths per 100,000 in 1998.
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Data sour ce. Nationd Center for Hedlth
Statidtics, Vital Satistics. Published by
Nationa Center for Injury Prevention and
Control as Unintentional Residential
Fire and Flames Deaths and Rates per
100,000.

Limitationgadvantages of the data.

=
o
=]

1.40

Death Rate from Residential Fires

1.30

120 RgEby =R

1.00 t f f f f
1993 1994 1995 1996 1997 1998 1999

—4@—deaths in residential fires
—l— gutcome goal

Daa are published annudly with 2 years
lag.
Validation/verification of measure.

Data that would make independent
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deaths per 100,000 persons

Programmatic Output Indicator 1.3.f: The share of HUD-assisted units

with functioning smoke detectors at time of inspection increases by

1 percentage point to 93 percent of public housing and 97 percent of assisted
multifamily.

Indicator background and context. Nationaly, smoke detectors are inoperable in about 19
percent of homes with detectors. REAC’sinitia physical ingpections of public and project-
based Section 8 units showed that many smoke detectors had been disabled, creating an
opportunity for rgpid improvements in the share of units with operable smoke detectors. In FY
1999, 87.4 percent of public housing units and 91.3 percent of assisted multifamily units had
functional smoke detectors. The FY 2001 goal for public housing is based on projected
improvement to 92 percent of public housing units and 96 percent of asssted multifamily unitsin
compliance in FY 2000.

Data sour ce. REAC Physca Assessment Subsystem (PASS), congsting of dectronicaly
coded and transmitted results of independent physica ingpections of units, common areas and
fadlities

Limitationgadvantages of the data. Ingpections are conducted independently and are
datigticaly representative of the entire HUD stock.

Validation/verification of measure. REAC reingpects units and properties on a sample basis
for quality assurance.

Programmatic Output Indicator 1.3.g: The share of developments that comply
with specific fire safety standards increases by 3 percentage points to 82
percent for public housing and to 81 percent for assisted multifamily
housing.

Indicator background and context. Federd law requires functiona sprinkler systemsin
multifamily residentia buildings with four or more stories that are newly condructed after 1992
or rebuilt after 1994. Sprinkler systems have been found to fail during fires, on occasion
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because the systems are not even connected to awater source. Thisindicator tracks the share
of public housng and asssted multifamily developments where REAC ingpections have verified
the presence of avaid certificate of ingpection from the Fire Marsha and that pass avisud
ingpection of external components of the orinkler system, particularly the presence of functiona
sprinkler heads.

In 1999, gpproximately 76 percent of public housing developments and 75 percent of assisted
multifamily developments had appropriate certifications. The FY 2001 god isbased on
projected improvements of 3 percentage pointsin FY 2000.

Data sour ce. REAC Physicd Assessment Subsystem (PASS), conssting of eectronicaly
coded and transmitted results of independent physica ingpections of units, common areas and
fadlities

Limitationsg/advantages of the data. Ingpections are conducted independently and are
datigticaly representative of the entire HUD stock. REAC ingpections are not complete
ingpections of compliance with fire safety standards. Not al multifamily buildings are required by
law to have functiond sprinkler systems.

Validation/verification of measure. Certificates of compliance are issued by independent
state-certified ingpectors. REAC reingpects units and properties on a sample basis for quality
assurance.

Outcome Indicator 1.3.8:

The ratio of manufactured housing stock conforming to high-wind
standardsto total manufactured housing in coastal zones subject to
hurricanes increases by 5 per centage points from 2000 levels by 2005.

Indicator background and context. HUD has identified coastal areas subject to hurricanes as
Zones 2 and 3, and has published Manufactured Home Construction and Safety Standards with
high-wind-res stance requirements for manufactured housing sold in these zones. Thisindicator
tracks the number of wind-res stant manufactured units as a share of al manufactured housing
located in vulnerable zones.

Data sour ce. High-wind-compliant units from HUD’s Labd, Digtribution, and Reporting
System (LDRS), managed under contract by the Housing and Building Technology divison of
the Nationa Conference of States on Building Codes and Standards (NCSBCS). For
manufactured housing stock totals with sufficient geographic detail, the decenniad Censuswill be
used and updated with American Community Survey datain the future. The basdine, usng
2000 Census data, will be developed in FY 2001.

Limitationsg/advantages of the data. ACS will be available at the gtate leve in 2003, but
sample size will not be sufficient to identify zones 2 and 3 until 2005. No LDRS data are
available for manufactured housing units that leave the stock, nor for the date of manufacture or
design of those units. Furthermore, it is not clear that units placed on permanent foundations will
be correctly identified as manufactured rather than site-built. Therefore, the ratio of compliant
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units produced to total unitsin the region will be subject to error in both the numerator and
denominator.

Validation/verification of measure. HUD will not verify decennid Census or ACS data
beyond standard Bureau of Census procedures. The performance goa may need recalibration
following determination of the basdine.
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STRATEGIC GOAL 2:
ENSURE EQUAL OPPORTUNITY IN HOUSING
FOR ALL AMERICANS

Strategic Objectives:
2.1 Housing discrimination isreduced.
2.2 Low-income people are not isolated geographically in America.
2.3 Disparitiesin homeowner ship rates among racial and ethnic groups arereduced.

Since 1968, HUD and its predecessor agencies have been responsible for enforcement of the
Fair Housng Act and for ensuring that HUD programs promote fair housing and comply with
cavil rightslaws. The Fair Housng Act makes it unlawful to discriminate in housing againgt
persons based on race, color, religion, sex, nationa origin, age, disability, or familid satus.

Racia segregation has declined over the past three decades, but it remains very common, and
studies continue to show discrimination againgt minorities seeking to buy or rent homes.
Addressing this problem is more important than ever as shares of minorities continue to incresse
and much of our population growth and economic vitdity sems from alarge influx of diverse
immigrant groups, most of them nonwhite and non-European. Census data show that, between
1970 and 1990, geographical concentration of poverty and isolation of low-income households
worsened.

Research shows that large gaps in homeownership rates between minorities and whites exist
regardiess of income. Although minorities are now becoming homeowners at afaster rate than
their white counterparts, there remains much to be done to close the gap.

Objective 2.1: Housing discrimination isreduced.

Overview

Discrimination is aredity for many Americans—including poor people, racid and ethnic
minorities, families with children, and persons with disabilities. A recent report from the

Federd Financid Ingtitutions Examination Council found that lenders are turning down African
Americans, Higpanics and American Indians for home loans far more often than whites and
Asans, regardless of income. The misson of HUD’s Office of Fair Housng and Equd
Opportunities is to enforce the Fair Housing Act and other civil rights laws to ensure the right of
equa housing opportunity and free and fair housing choice without discrimination based on race,
color, religion, sex, nationd origin, disability or family composition. Under Presdent Clinton’s
“One America’ initiative, launched in 1997, HUD was chdlenged to double the number of
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housing discrimination enforcement actions. But HUD’ s efforts to promote equa housing
opportunities go beyond enforcement of fair housing laws. HUD’ s programs and initiatives
grive to provide housing, employment opportunities, and supportive services to disadvantaged
Americans. All HUD programs targeted at lower income persons, including block grant
programs such as CDBG and HOME, present opportunities to reduce barriers and promote
equa opportunities.

External factors

A key factor over which HUD haslittle direct influence is the nature and extent of discrimination
in society in the future. As the share of minoritiesin the population continues to increase,
Americans may become more accepting of these differences so that discrimination will diminish.
It is concelvable, however, that housing discrimination may remain one of the country’s most
intractable problems — a key barrier to creating, from many peoples, “One America” Therate
a which disadvantaged minority groupsjoin the ranks of the middle dlass will dso influence
patterns of housing discrimination.

Means and strategies

HUD is committed to enforcing fair housing and equa opportunity laws and to encouraging locd
cregtivity in promoting housing choice. Through its current nationwide Housing Discrimination
Study (HDS), which will be the most comprehensive and sophisticated nationwide audit ever
conducted, HUD istesting for and evauating housing discrimination in urban, suburban and rurd
communities around the nation. The HDS will be avauable tool in increasing public avareness
about housing discrimination and will hdp HUD and its partners assess how best to use fair
housing enforcement, education and technical assistance resources.

As part of the One AmericaInitiative, President Clinton directed HUD to double enforcement
actions brought againgt perpetrators of housing discrimination by the year 2000. HUD is now
achieving arate of 60 to 70 enforcement actions a month, compared with 25 to 30 enforcement
actions during the Clinton Adminigtration’ sfirgt term.

To further reduce housing discrimination, HUD will work to:

Expand housing opportunities and address discrimination by concentrating program
resources of the Office of Fair Housing and Equa Opportunity (FHEO) in sdlected
communities.

Encourage the growth of a network of State and local agencies that enforce laws
“subgtantidly equivdent” to the federd Fair Housing Act.

Encourage the development and support of private fair housing groups, particularly in
underserved areas such as those not aready served by “ substantialy equivaent” agencies.

Educate protected groups, the housing industry, grantees, and project sponsors about the
Fair Housing Act and the Americans with Disabilities Act.
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Enhance the REAC physicd ingpection protocol to include monitoring for compliance with
the Americans with Disgbilities Act.

Deveop guideinesfor the TARC to assess and promote the accessibility of public and
assisted housing to persons with disabilities.

Monitor the housing GSES compliance with their responsibilities to further fair housing and
fair access to credit.

Support locdl efforts to address tendons that arise in communities when persons seek to
expand their housing choices.

Through HUD’s Community Builders: promote Fair Housing Month; convene meetings with
local governments and community groups to promote Fair Housing; meet with FHAP
groups to discuss relaionship of CDBG to FHAP funds used to meet fair housing needs;
and initiate Best Practices Agreements with lenders and other housing industry groupsto
further affirmative marketing efforts.

Empower communities to implement their own drategies for promoting housing choice
through their Consolidated Plan and community development programs, and build upon
collaborative grassroots efforts among loca governmentd agencies, fair housing
organizations, and other community groups.

To advance progress toward this objective for FY 2001, HUD will continue to establish
innovative Fair Housing Partnerships between State and local government fair housing
enforcement agencies and private fair housing groups, thus combining the strengths of the public
and private groups to enhance their joint impact. HUD will also give added resources to
education and outreach through the establishment of a nationwide Project for Accessibility
Training and Technicd Assgtance (PATTA) and aFair Housing Training Academy.
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Programs supporting Objective 2.1: Housing discrimination isreduced.

(Dollarsin Millions)

Program FY 1998 | FY 1999 | FY 2000 | FY 2001
act. act. est. est.
Fair Housing and Equal Opportunity
Fair Housing Initiatives Program 15 24 24 29
Fair Housing Assistance Program 15 16 20 21

Note: Dollars shown represent the total for the program, not necessarily the amount devoted to this
objective.

Coordination with other Federal agencies

HUD chairsthe Presdent’s Council on Fair Housing, which is an interagency group
committed to promoting equa opportunity in mortgage lending, and serves on the I nter agency
Task Forceon Fair Lending, which coordinates enforcement of fair lending laws across the
federad government. Through the Interagency Task Force on Fair Lending, HUD works with the
Department of Justice, Department of the Treasury, Federal Deposit I nsurance
Corporation, Federal Housing Finance Board, Federal Reserve Board, Federal Trade
Commission, National Credit Union Administration, Office of Federal Housing
Enterprise Oversight, Office of the Comptroller of the Currency, and Office of Thrift
Supervision to provide guidance to lenders consstent with the Fair Housing Act and the Equal
Credit Opportunity Act and their implementing regulations. HUD, as a member of the task
force, joined with the other member agencies to issue a policy statement on discrimination in
lending, which was published in the Federal Register. 1n 1999, the group jointly published a
consumer advisory publication, “Looking for the Best Mortgage: Shop, Compare, Negotiate.”

HUD and the Department of Justice have strengthened an existing agreement to crack down
on hate acts involving housing discrimination. HUD will promptly refer appropriate casesto
Judtice for crimina prosecution. The Justice Department will notify HUD immediady if it
decides a housing discrimination case does not warrant crimina prosecution, so that HUD can
act quickly to file civil charges under the Fair Housng Act. DOJwill aso promptly report to
HUD incidents of housing-related hate violence or intimidation reported to the FBI and other
Justice agencies and train HUD investigators to handle cases of housing-related violence and
inimidetion.

HUD works cooperatively with five other regulatory agencies that are required to collect data
under the Home Mortgage Disclosure Act (HMDA). These agencies include the Office of
Thrift Supervision, the Comptroller of the Currency, the Federal Reserve, the Federal
Deposit I nsurance Cor por ation and the National Credit Union Administration. The
Federal Financial Ingtitutions Examination Council isthe governing board thet is
respongible for collecting and disseminating this information. HMDA provides informeation
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about how mortgage credit is provided across the country and is invaluable in assessing
disparitiesin lending practices among mortgage lenders that affect underserved groups. HUD
collects dataon al FHA lendersthat are not regulated by other government agencies and all
other unregulated lenders. HUD works closdly with FFIEC and other agencies on quality
control and on joint research — for example, a data and policy andyss project with the OCC on
mortgage denid rates.

Performance goals
HUD aims to achieve these outcomes:.
Reduce instances of housing discrimination.
Reduce racid segregation in American communities.
Increase public awareness of fair housing rights and responghilities under law.
Increase the number of new multifamily buildings that are accessible to persons with
dissbilities.
A crosswak summarizing the programmeatic output and outcome indicators and targets for FY
2001 that HUD will use to measure progress toward this objective follows.
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Crosswalk for Strategic Objective 2.1:
Housing discrimination isreduced.

Outcome Indicators

Programmeétic
Output Indicators

Externd Factors

2.1.1: Housing discrimination
declines 2 percentage points
from 1989 national levels by
2001.

2.1.2: Racial and ethnic isolation
declines from 1990 levels by
2000, as measured by
segregation indices.

2.1.3: The share of the
population with adequate
awareness of fair housing law
increases.

2.1.a: HUD clients and partners
have greater ability to promote fair
housing, as shown by doubling
enforcement actions by December
31, 2000.

2.1.b: At least two new fair
housing groups funded by the
Fair Housing Initiatives Program
(FHIP) will serve geographic areas
that are not sufficiently served by
public or private fair housing
enforcement organizations and
that contain large concentrations
of protected classes.

2.1.c: The number of enforcement
agenciesrated as substantially
equivalent under the Fair Housing
Act increases by fiveto atotal of
93 agencies.

2.1.d: At least 25 percent of FHAP
grantees increase enforcement
actions by 20 percent above FY
2000 levels.

Many people are not aware of
their fair housing rights and
responsibilities.
Discrimination can be subtle as
well as overt, which makes
prevention and enforcement
difficult.

2.1.e.1: The percentage of fair
housing complaints aged over 100
dayswill decrease by 33
percentage points from FY 1999
levelsto 40 percent of the HUD
inventory.

2.1.e.2: The percentage of fair
housing complaints aged over 100
dayswill decrease by 15
percentage points from FY 1999
levelsto 45 percent of the
inventory of substantially
equivalent agencies.

FHAPagencies have the option
of referring unusually complex
casesto HUD for enforcement.

2.1.4: The share of newly
constructed buildings that are
accessible to persons with
disabilitiesincreases.

2.1.f: The number of state and
local government representatives
and housing professionals who
are trained or provided with
technical assistance regarding
accessible design and
construction requirements of the
Fair Housing Act will increase by
5 percent over FY 2000 levels.

Performance goals are for FY 2001 unless otherwise noted.
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Outcome Indicator 2.1.1:
Housing discrimination declines 2 per centage points from 1989
national levels by 2001.

Indicator background and context. HUD’s most recent audit of housing discrimination,
conducted in 1989, reveded that the incidence of discrimination in the rental market is53
percent for African Americans and 46 percent for Higpanics. In the sales market the rates are
higher: 59 percent for African Americans and 56 percent for Hispanics. This research dso
revealed no evidence that the incidence of unfavorable treatment had either declined or risen
from HUD’ s prior nationd audit, conducted in 1977. Thisindicator tracks progress in reducing
the incidence of discrimination in renta and sales transactions by African Americans and
Hispanics.

Data source. In FY 1999, HUD isimplementing a 3-year 20-Ste nationa estimate of
discrimination againgt African Americans and Hispanicsin the renta and sales markets using
methods based on the 1989 Housing Discrimination Study (HDS). Thefind report is due early
in FY 2002. HUD intends to increase the sample to 40 sitesin FY 2000 to produce more
robust estimates of the incidence and severity of discrimination.

Limitationgadvantages of the data. The new study will adopt core HDS methods and will
provide findings that are comparable to those developed in 1989. It aso will address the issue
of racid steering in the sales and mortgage markets and include data on discrimination against
Asan Americans and American Indians. The development of better methods will establish a
more ussful benchmark against which to measure future reductionsin levels of racialy based
differentia trestment.

Validation/verification of measure. The research will be carefully designed to produce
gatigticaly vaid and reproducible estimates.

Outcome Indicator 2.1.2:
Racial and ethnic isolation declines from 1990 levels by 2000, as
measured by segregation indices.

Indicator background and context. Development and settlement patterns that isolate racia
and ethnic minorities from broader socid and economic forces have a multitude of causes, as
well as many impacts. Thisindicator reflects HUD’ s mandate to enforce and promote fair
housing, using two measures of segregation to track the nation’s progress over the long term in
integrating the population. HUD promotes housing mobility through tenant-based assistance,
with housing counsding, through the development of mixed income housing that may aso be
racidly diverse and through enforcement of fair housing law.

Anindex of dissmilarity isatype of segregation index that measures the extent to which minority
households are unevenly distributed among geographic areas. An isolation index is another
important measure of segregation that focuses on the likdihood of that a minority individud will
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be exposed to non-minorities. The segregation indices used for this indicator are based on the
digtribution of minorities within census tracts of al metropolitan aress.

The table shows that between 1980 and 1990, African Americans experienced a modest
decline in concentrations in particular neighborhoods, dong with smilar declinesin isolaion from
non-minority populations. Higpanics experienced a negligible increase in concentration (i.e,, a
decrease in even didribution) and a substantid increase in their isolation from other groups.

Dissimilarity (Evenness) | solation (Exposur €)

1980 1990 1980 1990
Black 736 694 659 629
Hispanic 500 504 451 517
Asian and Pacific 397 409 205 282
| slander
American Indian, .363 349 065 .069
Eskimo and Aleut

Data sour ce. Tabulaions of the decennid Census of Population and the American Community
Survey performed by staff from the Bureau of Census. Estimates from 2000 Census data will be
available in 2002.

Limitationgadvantages of the data. The decennia Census provides the most complete and
accurate data available for analyzing settlement patterns. Census data regarding race and
ethnicity in 2000 are expected to be available by early 2001. The American Community Survey
will begin in 2003, but sample sizes will not be adequate for tract-level estimates until 2008.
ACS tract-level data eventudly will be available every 5 years. Census data from 2000 may
have limited comparability to earlier censuses because changesin racid and ethnic categories
may lead survey respondents to identify their heritage differently. HUD will consider these issues
when using and presenting the data.

Validation/verification of measure. The Bureau of Census hasrigorous data quaity
gandards, and it is not feasible for HUD to verify Census or ACS data independently. HUD
will evaluate results in the light of independent research that addresses the issue of racid and
ethnic comparability.

Outcome Indicator 2.1.3:
The share of the population with adequate awar eness of fair housing
law increases.

Indicator background and context. Public awareness of the law concerning fair housing
reduces discriminatory actions, but no nationdly available data exist to estimate the extent of
awareness. Thisindicator tracks the effect of fair housing enforcement activities and of public
information campaigns funded by FHIP Education and Outreach grants on public understanding
of their rights and respongibilities under the law.
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Data sour ce. In FY 2000, HUD isfunding the first telephone survey to assess public
knowledge of fair housing issues and law. Data from this survey will be used to establish a
basdline for future performance gods.

Limitations/advantages of the data. Survey respondents could be confused by loca fair
housing ordinances that differ from nationa law, and this confuson could threaten the vaidity of
policy conclusions. Opinions about fair housing issues dso would be influenced by recent news
events, which would tend to increase the statistical variance of public understanding.

Validation/verification of measure. The research will be carefully designed to produce
gatidicdly vaid and reproducible estimates.

Programmatic Output Indicator 2.1.a: HUD clients and partners have greater
ability to promote fair housing, as shown by doubling enforcement actions
by December 31, 2000.

Indicator background and context. This performance indicator reflects the god of doubling
HUD enforcement actions to 2,170 during the second term of the Clintor/Gore administration
(1997-2000) — compared with the 1,085 actions completed in the first term (1993-1996).
HUD receives complaints of aleged housing discrimination from private citizens and interest
groups throughout the nation. HUD investigates and resolves these complaints, or, as required
by the Fair Housing Act, refers them for investigation to partner human rights agencies within
gate and local governments that have been judged to provide substantialy equivaent protection
from housing discrimination. (These agencies are participants in the Fair Housing Assstance
Program and are known collectively as FHAP agencies).

HUD has worked diligently to increase public awareness of laws prohibiting discrimination in
order to ensure that persons victimized by discrimination know how and whereto file fair
housing complaints. It is the Department’ s god to motivate citizens who experience this kind of
harm to act in order that discrimination can be identified and diminated. In addition, HUD and
its partners have worked to increase their capacity to effectively investigate awide variety of
civil rights complaints and to enforce the federd Fair Housing Act and equivadent laws. These
increases in public awareness and in agency effectiveness are expected to result in larger
numbers of enforcement actions being taken againg discriminators. This indicator tracks the
number of fair housing enforcement actions taken by HUD including charges filed againgt
discriminators, enforcement agreements negotiated, and referrals to the Department of Justice.

Data sour ce. FHEO's Title VII1 Automated Paperless Office and Tracking System
(TEAPQTS).

Limitations/advantages of the data. Tracking the number of enforcement actions taken by
the Department is a vaid measure of FHEO' s success in reaching members of the public who
have experienced discrimination and effectively processing their cases. However, this measure
does not reflect work done by FHEQ in accepting, investigating and bringing to appropriate
close those complaints that do not merit enforcement activity.
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Validation/verification of measure. The outcome of each complaint isrecorded in
TEAPOTS. Documents verifying that a particular outcome is properly considered an
enforcement action are submitted to Headquarters for review and verification. In FY 2000
FHEO will develop adata qudity plan to ensure that TEAPOTS data meet the Chief
Informeation Officer’'s criteria for completeness, accuracy, timdiness, vdidation and integyity.

Programmatic Output Indicator 2.1.b: At least two new fair housing groups
funded by FHIP will serve geographic areas that are not sufficiently served
by public or private fair housing enforcement organizations and that contain
large concentrations of protected classes.

Indicator background and context. Many communities do not have strong State or local legd
protections from housing discrimination. HUD’ s Fair Housing Initiatives Program (FHIP)
addresses this shortfdl by helping independent fair housing groups to educate, to reach out, and
to ensure compliance with the Fair Housing Act and the Americans with Disabilities Act.
Although the number of agencies funded depends on the leve of appropriations, HUD intends
to increase the impact of FHIP by developing capacity in unserved or underserved aress. This
indicator tracks the number of FHIP grantees newly funded in areas that are unserved or
underserved ether by FHIP agencies or by FHAP agencies enforcing “ substantialy equivaent”
laws.

Data sour ce. FHEO adminidretive data systems.

Limitationgadvantages of the data. Grantees demongtrate in their gpplications that areas
with defined jurisdictional boundaries are underserved.

Validation/verification of measure. FHEO aff independently verify that new agencies serve
unserved or underserved aress.

Programmatic Output Indicator 2.1.c: The number of enforcement agencies
rated as substantially equivalent under the Fair Housing Act increases by
five to a total of 93 agencies.

Indicator background and context. HUD provides FHAP grants to “ substantidly equivaent”
fair housing agencies to support fair housing enforcement. Substantially equivaent agencies are
those that enforce State fair housing laws or loca ordinances that are substantialy equivdent to
the Fair Housing Act. Thisindicator tracks the number of enforcement agencies that have been
certified as subgstantialy equivalent. The performance god is based on an anticipated FY 2000
accomplishment of 88 agencies.

Data sour ce. FHAP adminidrative data contained in FHEO’ s Title Eight Automated Peperless
Office Tracking System (TEAPOTS).

Limitations/advantages of the data. Thisindicator uses a straight-forward and easily
verifiable count of FHAP records.
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Validation/verification of measur e. Determinations of whether an agency is subgtantidly
equivaent are made by FHAP directors according to standardized decision rules. In FY 2000
FHEO will develop a data quality plan to ensure that TEAPOTS data meet the Chief
Information Officer’s criteriafor completeness, accuracy, timeliness, validation and integrity.

Programmatic Output Indicator 2.1.d: At least 25 percent of FHAP grantees
increase enforcement actions by 20 percent above FY 2000 levels.

Indicator background and context. Increasing the production of enforcement actions by fair
housing agencies boogs the vighility of fair housng laws, forces potentid violators to sop
discriminating, and reduces HUD’ s enforcement workload. This indicator tracks the number of
substantidly equivalent FHAP grantees that post Sgnificant increases in enforcement activity.
Memoranda of understanding with FHAP grantees will be modified to reflect thisgod.

Data source. FHEO's TEAPOTS.

Limitationsg/advantages of the data. Although the data are sdlf-reported by FHAP agencies,
TEAPOTS controls quality by tracking the progress of cases from receipt through closure.

Validation/verification of measure. FHEO will review the investigation reports of the
agencies for comprehensiveness and completeness. In FY 2000 FHEO will develop adata
qudity plan to ensure that TEAPOTS data meet the Chief Information Officer’ s criteriafor
completeness, accuracy, timeliness, vaidation and integrity.

Programmatic Output Indicator 2.1.e.1: The percentage of fair housing
complaints aged over 100 days will decrease by 33 percentage points from
FY 1999 levels to 40 percent of the HUD inventory.

Indicator background and context. The efficiency of enforcement processing is an important
dimengion of the fair housing performance of HUD and of subgtantialy equivaent agencies.
Speedy processing encourages victims of discrimination to file complaints and increases the
likelihood that violations will be punished. Thisindicator tracks processing time for fair housng
complaints handled by HUD, including time for determination of jurisdiction and for conducting
investigations and conciliation. At the end of FY 1999, 73 percent of fair housng complaintsin
the HUD inventory were aged over 100 days. The following indicator establishes apardld god
for FHAP agencies.

Data source. FHEO’'s TEAPOTS.

Limitationg/advantages of the data. The data represent a*“snapshot” of the fair housing case
inventory carried by HUD as of the last date of each fisca year, and thus do not necessarily
reflect typica case processing times throughout the year. The year-end snapshot measures
overdl efficency in handling complaints, without being unduly affected by afew complex or far-
reaching cases requiring investigative periods extending far beyond 100 days.

Validation/verification of measure. TEAPOTS incorporates controls to ensure data quality.
In FY 2000 FHEO will develop adata qudity plan to ensure that TEAPOTS data meet the
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Chief Information Officer’s criteria for completeness, accuracy, timeliness, validation and
integrity.

Programmatic Output Indicator 2.1.e.2: The percentage of fair housing
complaints aged over 100 days will decrease by 15 percentage points from
FY 1999 levels to 45 percent of the inventory of substantially equivalent
agencies.

Indicator background and context. Asin the above indicator, efficient enforcement
processing by FHAP grantees, or subgtantidly equivaent agencies, is an important dimension of
far housing enforcement. Thisindicator tracks processing time for fair housng complaints,
including time for determination of jurisdiction and for conducting investigations and conciliation.
At the end of FY 1999, 60 percent of fair housing complaintsin the inventory of subgtantialy
equivaent agencies were aged over 100 days.

Data sour ce. FHEO's TEAPOTS.

Limitationgadvantages of the data. The data represent a*“snapshot” of the fair housing case
inventory carried by substantidly equivaent agencies as of the last date of each fiscd year, and
thus do not necessarily reflect typical case processing times throughout the year. The year-end
sngpshot measures overdl efficiency in handling complaints without being unduly affected by a
few complex or far-reaching cases requiring investigative periods extending far beyond 100
days.

Validation/verification of measure. TEAPOTS incorporates controls to ensure data qudity.
In FY 2000 FHEO will develop a data quality plan to ensure that TEAPOTS data meet the
Chief Information Officer’s criteria for completeness, accuracy, timeliness, validation and

integrity.

Outcome Indicator 2.1.4: The share of newly constructed buildings
that are accessible to persons with disabilities increases.

Indicator background and context. The Fair Housing Act requires public areas and some
goatmentsin newly congtructed multifamily housing to be accessible to persons with disabilities.
A directive from the House A ppropriations Committee requires HUD to work with fair housing
advocates, advocates for the disabled, and users and providers of multifamily housing (planners,
builders, developers, sdlers, renters, architects and building code officias) to develop aplan for
educating the latter group about the requirements of the Fair Housing Act regarding accessible
housing. HUD must submit this plan to the House by February 29, 2000.

By the end of FY 2001, HUD will develop approaches to fair housing enforcement and
educationa policy to increase the accessibility of newly congtructed housing. HUD has
requested increased funding in FY 2001 associated with thisinitiative. Future refinements of this
indicator will track the impact of HUD efforts upon the housing choices available to disabled
citizens
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Data sour ce. In FY 2000, HUD completed an initid study of compliance with accessibility
standards that demongtrated an gppropriate methodology for measuring compliance. HUD will
use this methodology to track changesin the level of compliance with accessibility sandardsin
newly congructed multifamily housing. Surveys will be replicated biennialy.

Limitationsgadvantages of the data. The surveyswill be the only nationdly representative
sudies tracking trends in multifamily building practice regarding accessibility.

Validation/verification of measure. The research will be carefully designed to produce
datigticadly vaid and reproducible estimates.

Programmatic Output Indicator 2.1.f: The number of state and local
government representatives and housing professionals who are trained or
provided with technical assistance regarding accessible design and
construction requirements of the Fair Housing Act will increase by 5 percent
over FY 2000 levels.

Indicator background and context. HUD isandyzing an initid study of the extent of
compliance with accesshility requirements by architects and builders, and aso is atempting to
determine causes of noncompliance — dthough asmple lack of understanding of the Fair
Housing requirementsiis recognized as one of the most basic reasons that non-compliant housing
is congructed. Thisindicator reflects the need to promote awareness of professona
respongbilities in order to ensure that newly-congtructed multifamily housing is accessble to
persons with disabilities.

FHIP is providing funding for the Project for Accessihility Training and Technical Assstance
and establishing anew Fair Housing Training Academy for providing accessibility education to
far housing professonds. FHIP and FHAP are jointly funding accessibility awareness through
the Fair Housing Partnerships. The FHAP increase in the Fair Housing Partnership funds will
focus effortson bility awvareness for state and locd government fair housing agencies and
private fair housing groups. FHEO a0 is establishing four regiona technica assistance centers
to respond to accessibility-related needs.

Data sour ce. Far Housng Training Academy adminidtrative data. The FY 2000 basdine will
be determined in FY 2000 as FHEO implements the pilot project.

Limitationgadvantages of the data. The data system has not yet been developed and tested.

Validation/verification of measure. Output data for the training program are subject to audit.
In FY 2000 FHEO will develop a data qudity plan to ensure that program data meet the Chief
Informeation Officer’'s criteria for completeness, accuracy, timdiness, vdidation and integyity.
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Objective 2.2: L ow-income people are not isolated
geographically in America.

Overview

Reducing the geographic isolation of low-income peopleiskey to HUD's Strategic Plan. The
extent to which HUD succeedsiin its other Strategic Objectives will depend greetly upon its
uccesses in creating greater choice and housing mobility for lower income and minority families
and in reducing concentrations of poverty.

External factors

HUD’ s efforts to reduce concentrations of poverty include revitalization of distressed
neighborhoods. The success of this revitdization will depend on an explicit and successful effort
to attract new residents with arange of incomes to these neighborhoods. Y et many factors such
as high taxes, crime, poor schools, and high density areas, discourage people from living in
centrd cities, especialy in poorer neighborhoods. Such factors affect HUD' s ahility to promote
economic integration. Many inner-city minorities may fear thet they will be displaced by white,
middle-class “gentrifiers.”

HUD dso triesto reduce the isolation of low-income people by increasing affordable housing
opportunitiesin low-poverty neighborhoods. Suburban communities frequently resst
development of low-income housing or in-migration of households receiving rental assistance,
fearing declines in community qudity of life and property values. Such fears persst despite
evidence from scholars showing that subsidized housing generaly does not lead to
neighborhood decline. Even when tenant-based rental vouchers provide very-low-income
persons an opportunity to move to better neighborhoods, many prefer to remain in or nearer to
familiar aress

Means and strategies

On thisissue, HUD combines the roles of enforcer of fair housing laws with those of opportunity
generator and awareness builder. HUD will continue to:

Ensure that housing opportunities are available without discrimination, through compliance
reviews and complaint investigations of entities recelving Federd financid assstance.
Create housing opportunities in neighborhoods closer to jobs, good schools, and public
trangportation resources, through the use of Section 8 vouchers.

Through HUD’s Community Builders, help PHAS reach out to additiona groups of
landlords and encourage them to participate in the Section 8 voucher program.

Seek to preserve project-based assisted housing in low-poverty neighborhoods.
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Encourage income mixing in existing and transformed public housing projects to reduce the

isolation of extremey-low income families.

Encourage the use of HOME funds for mixed-income rental projects that provide housing
opportunities for extremely low-income families.

Produce and support national research on poverty and deconcentration and on strategies
for overcoming the isolaion of low-income families.

Regional Connections isaFY 2000 budget initiative re-proposed in FY 2001 that furthers
this objective. Regiond Connections provides competitive funding to partnerships of local
governments and States to develop and implement new, locally driven growth strategies across
juridiction lines, strategies can include building affordable housing near jobs. Components of
the Community Empower ment Fund (CEF) and the American Private | nvestment
Companies (APICs) will aso support this objective.

Programs supporting Objective 2.2: L ow-income people

arenot isolated geographically in America.

(Dallarsin Millions)

Program FY 1998 | FY 1999 | FY 2000 | FY 2001
act. act. est. est.

Community Planning and Development
Community Development Block Grants 4,675 4,743 4,781 4,900
HOME Investment Partnerships program 1,500 1,600 1,600 1,650
Regional Connections 0 0 0 25
Public and Indian Housing
Housing Certificate Fund (Sec. 8 Project-based & 11,322 10,327 11481 14,128
Tenant-Based)
Housing Production Program 0 0 [66]
Voucher Success Fund 0 0 [50]
Welfare-to-Work vouchers 0 [283] [183]
Revitalization of Severely Distressed Public 550 625 575 625
Housing (HOPE V1)
Fair Housing and Equal Oppor tunity
Fair Housing Initiatives Program 15 23 27 29
Fair Housing Assistance Program 15 17 20 21
Housing
FHA :GI/SRI Commitment Level {15,513} {16,924} {18,100} {21,000}
FHA:GI/SRI Program Account 319 308 311 456

Note: Brackets reflect funding as a set-aside and braces represent |oan commitments supported by the
specified program area. Dollars shown represent the total for the program, not necessarily the amount
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devoted to this objective. The funding for the Housing Certificate Fund does not include any Rescissions or
Advanced Appropriations.

Coordination with other Federal agencies

Based on the Department’ s successful experiences with the pilot Bridges to Work program, the
Department provides advice to the Department of Transportation on policy issues relate to
their two new grant programs approved by Congress, Access to Jobs and Reverse Commute.

Performance goals

HUD will achieve these outcomes:
Reduce income isolation.
Increase the share of Section 8 families with children living in low-poverty neighborhoods.
Increase the share of householdsin public housing that live in mixed-income devel opments.

A crosswak summarizing the indicators HUD will use to measure progress toward this
objective follows.
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Crosswalk for Strategic Objective 2.2:
L ow-income people are not isolated geographically in America

Programmétic
Outcome Indicators Output Indicators Externd Factors
2.2.1: Incomeisolation declines Asinner suburbs agethey in turn
from 1990 levels by 2000, as are experiencing middle-classflight.
measured by a segregation Continued development of edge
index. suburbs and gated communitiesis

reinforcing patterns of income
isolation. HUD' s control over land
use and development patternsis
dlight.

2.2.2: Among familieswith
children that receive Section 8
certificates or vouchers, the
share that livein census tracts
with poverty rates below

20 percent increases by 1
percent annually to 62 percent,
or 880,000 households.

2.2.3: The share of households
living in public housing family
devel opments that have mixed
incomes increases by 3
percentage points.

Performance goals are for FY 2001 unless otherwise noted.

Outcome Indicator 2.2.1:
Incomeisolation declines from 1990 levels by 2000, as measured by a
segregation index.

Indicator background and context. An income segregation index (also called an index of
dissmilarity) measures the extent to which poor households are unevenly ditributed among
geographic aress. In this case, the weighted average of the distribution across census tracts of
al metropolitan areas would be used.

Data sour ce. Tabulations of the decennid Census of Population and the American Community
Survey performed by staff from the Bureau of Census. Estimates from 1990 Census data
prepared by Census Bureau staff will be reviewed in FY 2000 for their usefulness as abasdine.
Egtimates usng 2000 Census datawill be available in 2002.

Limitations/advantages of the data. The decennia Census provides the most complete and
accurate data available for analyzing settlement patterns. Economic data from the 2000 Census
will be avallable in 2002. The American Community Survey will begin collecting rolling samples
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in 2003, but sufficient datawill not be available for tract-levdl estimates until 2008. ACS tract-
level data eventudly will be available every 5 years.

Validation/verification of measure. The Bureau of Census has rigorous data quaity
gandards, and it is not feasible for HUD to verify Census or ACS data independently.

Outcome Indicator 2.2.2:

Among families with children that receive Section 8 certificates or
vouchers, the sharethat livein censustracts with poverty rates below
20 percent increases by 1 percentage point annually to 62 percent, or
880,000 households.

Indicator background and context. The tenant-based Section 8 program provides renta
ass stance vouchers, which tenants can apply toward rent of housing in any area.

Section 8 vouchers enable poor families to escape job-poor and distressed neighborhoods, but
counsdling is often necessary to inform recipients of their options. This indicator measures the
impact of the housing choice provided by the tenant-based Section 8 program by tracking the
share of families with children that use their vouchersin census tracts with poverty rates below
20 percent. In 1999, 60 percent of voucher-assisted families with children lived in these low-
poverty tracts. The FY 2001 godl is based on projected FY 2000 accomplishment of 61
percent of the 1.42 million households living in sound neighborhoods with poverty rates below
20 percent.

Data sour ce. Multifamily Tenant

Characterigtics System (MTCY). Tract Families with Children with Vouchers
poverty rates are from the decennia £ . who live in Low-Poverty Tracts
Census of Population and ACS, z 00%

Edtimates using of tract poverty using = c 0% S— PO
2000 Census datawill be availablein 23 60% P, ;

2002. E e 57%

Limitations/advantages of thedata. | & 54% '

MTCS data for Section 8 tenant-based 1999 2000 2001
programs are relaively complete, with —— families in low poverty tracts
reporting rates of about 94 percent of —&— outcome goal

households. Tract poverty rates may

change when updated with 2000 Census data. ACS will begin collecting rolling samplesin
2003, but data will not be sufficient for tract-level estimates until 2008. ACS tract-level data
eventualy will be available every 5 years. Automatic Section 8 deconcentration reports at the
PHA and tract levelswere added to MTCS in FY 1999 to help field offices and housing
authorities promote deconcentration.
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Validation/verification of measure. The vaidity of tenant data, collected and submitted by
housing authorities, is checked automaticaly by MTCS. The performance god islikely to
require recalibration when tract poverty data are updated with 2000 Census data.

Outcome Indicator 2.2.3:
The share of householdsliving in public housing family developments
that have mixed incomes increases by 3 per centage points.

Indicator background and context. The public housing reform law reguires housng
authorities to adopt admission guiddines to encourage income mixing and provides housing
authorities with discretion to set rentsin away that attracts and retains working families and
helps exidting families to become sdf-aufficient.

For thisindicator, a“mixed income’ family development is defined as a public housing
development where (1) a least 75 percent of households are families with children, and (2)
extremely-low income households congtitute no fewer than 20 percent nor more than 70
percent of households in the development. Preliminary analysisindicates that about 13 percent
of family developments larger than 150 households currently meet this definition.

Data sour ce. PIH Multifamily Tenant Characterigtics Sysem (M TCYS), conssting of household
data collected and submitted by housing authorities. The FY 2000 basdine will be determined in
FY 2001.

Limitations/advantages of the data. MTCS data for public housing programs are rdaively
complete, with reporting rates of about 91 percent of households. Income data may not be
reliable for some PHAS, but income matching studies are expected to lead to considerable
improvements.

Validation/verification of measure. The validity of tenant data is checked autométicaly by
MTCS.
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Objective 2.3: Disparitiesin homeowner ship rates among racial
and ethnic groupsarereduced.

Overview

Homeownership rates remain subgtantialy lower among minorities than among whites. In the
third quarter of 1999, 47 percent of African-American households and 45.5 percent of
Hispanic households were homeowners, compared with 73.5 percent of non-Hispanic white
households. Research shows that these gaps exist regardless of income. Both higher income and
lower income minorities are less likely to own their homes than white households of comparable
incomes. Despite the remaining gaps, African-American and Latino households made faster
gansin homeownership rates than other groups over the past seven years.

Reducing these disparities is an important objective of many of HUD’ s programs. FHEO far
lending activities include best practices agreements with mortgage banking ingtitutions around the
nation and voluntary affirmative marketing agreements with the National Association of
Homebuilders, National Association of Red Edtate Brokers, and the Association of Red EState
License Law Officids. In addition, HUD signed an agreement with the National Association of
Readltors to develop atraining and certification program for red estate professonds intended to
dismantle barriers to homeownership and encourage red estate professonas to further the
President’ s god of One America

Other programs that support this objective include: FHA insurance, Ginnie Mag s targeted
lending initiative, CDBG and HOM E homeownership activities, housing counsding, GSE
regulation and homeownership through Section 8 vouchers and public housing. The many
partnersjoining with HUD in the Nationa Homeownership Strategy are aso taking actions to
close the homeownership gap and increase the overall homeownership rate by expanding
opportunities to buy a home and by fighting discrimination against minorities and femae-headed
households. Findly, the Department has begun the One Million Homes Initiative, a private-
public partnership between HUD, the Nationa Association of Homebuilders and the U.S.
Conference of Mayors that aims to congtruct an additiond one million new homesin targeted
urban areas across the nation over the next ten years.

External factors

Higtorica peatterns of discrimination and differences in schooling and income levels make it more
difficult for minorities to secure the income and credit history needed to become homeowners.
Also, many private lenders need to continue developing credit assessment tools and loan
products for traditionally underserved groups to better reach these markets.
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Means and strategies

The respongibility to ensure equa opportunity in homeownership for racid and ethnic groupsis
afocus and respongbility for al program areas. housing, community development, public
housing, and fair housing, as wdl as many of the core Community Builder activities. Most HUD
homeownership programs and initiatives target assstance to low- and moderate-income
Americans, who are disproportionately members of racia or ethnic minorities. Initiatives aimed
at centrd cities and distressed neighborhoods typicaly aso benefit minorities, as do virtudly dl
of HUD’ s housing counsding and fair housng programs. The fair housing programs fulfill the
dud mission of cracking down on discrimination and providing education and outreach to
potential homeowners, lenders, and othersinvolved in the home buying process.

HUD will continue to work to:

Enforce fair housing laws to reduce the number of minority families denied mortgage credit
and homeownership opportunities.

Continue outreach nationaly to lenders, red etate brokers, and builders, including signing
best practices agreements, in support of fair mortgage lending.

Support home purchase among minoritiesin centrd cities.
Ensure equd treatment of minorities by HUD grantees.

Through HUD regulation of housing GSES, encourage more mortgage funds for minority
homebuyers.

Increase Ginnie Mae activities that increase capitd available for targeted effortsto
underserved aress.

Expand homeownership units available nationdly and to targeted distressed communities
through HOPE V1, the HOME program and the One Million Homes inititive.

Increase FHA endorsements for minority homebuyers through marketing, outreach and
educetion.

Continue comprehensive research on fair lending discrimination.

Further the avalability of information on homeownership ass stance through HUD
storefronts and kiosks.

Through outreach by the Community Builders, initiate local best practices agreements,
sponsor and participate in homeownership fairs, and work with loca communitiesto
promote and encourage Fair Housing and related issues.

Through Public Trust Officers, ensure the efficient operation and use of HUD programs and
funding.
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Programs supporting Objective 2.3: Disparitiesin homeowner ship rates among racial
and ethnic groups are reduced.

(Dollarsin Millions)

Program FY 1998 | FY 1999 | FY 2000 | FY 2001
act. act. est. est.

Community Planning and Development
Community Development Block Grants 4,675 4743 4,781 4,900
HOME Investment Partnerships program 1,500 1,600 1,600 1,650
Regional Connections 0 0 0 25
Public and Indian Housing
Native American Home L oan Guarantee {62} {69 {72} {72}
Commitment Level
Native American Home L oan Guarantee Program 5 6 6 6
Account
Revitalization of Severely Distressed Public 550 625 575 625
Housing
Housing
FHA:MMI Commitment Level {100,245} {123,546} {140,000} {160,000}
FHA:MMI Program Account 338 329 4901 4901
Housing Counseling Assistance [20] [18] [15] [24]
Oversight of housing GSEs (Fannie Mae and 0 0 0 0
Freddie Mac)
GinnieMae
Government National Mortgage {130,000} {200,000} {200,000} {200,000}
Association/Commitment Level
Government National Mortgage 9 9 9 9
Association/Program Account
Targeted Lending Initiative 0 0 0 0
Fair Housing and Equal Opportunity
Fair Housing Initiatives Program 15 23 24 29
Fair Housing Assistance Program 15 17 20 21

Note: Brackets reflect funding as a set-aside and braces represent |oan commitments supported by the
specified program area. Dollars shown represent the total for the program, not necessarily the amount

devoted to this objective.
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Coordination with other Federal agencies

HUD coordinates the Nationa Partners for Homeownership, which includes 66 nationa
partners working to cut the costs of homeownership, and remove barriers, open markets and
expand opportunities for homeownership. Federd Agencies that have joined this partnership
include the Departments of Agriculture, Veterans Affairs, Energy and Treasury. One of
the four main gods of the Nationd Partnersisto promote fair housing, fair lending and increase
outreach to underserved groups.

HUD chairsthe Interagency Task Force on Fair Lending. Through this Task Force, HUD
works with the Department of Justice, Department of the Treasury, Federal Deposit
Insurance Cor por ation, Federal Housing Finance Board, Federal Reserve Board,
Federal Trade Commission, National Credit Union Adminigtration, Office of Federal
Housing Enterprise Oversight, Office of the Comptroller of the Currency, and Office of
Thrift Supervision to reduce discrimination by lenders of al types. The task force addresses
issues such astheimpact on fair lending of predatory lending practices, and the effect of credit
scoring and automated underwriting on the availability of mortgage credit to minorities.

Performance goals
HUD aims to achieve these outcomes:

Increase homeownership opportunities for minorities and reduce the disparity between
homeownership rates of minorities and nonminorities of equa income.

Reduce the disparity between mortgage disapprova rates of minorities and nonminorities.
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Crosswalk for Strategic Objective 2.3:
Digparitiesin homeowner ship ratesamong racial and ethnic groups ar e reduced

Programmeatic
Outcome Indicators Output Indicators Externd Factors
2.3.1: Theratio of 2.3.a The share of minority Historical patterns of
homeownership rates of homebuyers among FHA discrimination and differencesin
minority and nonminority low- mortgage endorsements increases | education and income levels make
and moderate-income families by 1 percentage point to 39.1 it difficult for some groupsto
with children increases by 0.4 percent (also appearsas 1.1.). become homeowners.

percentage pointsto /7.0 2.3.b: Section 184 mortgage

percent. financing is guaranteed for 275
2.3.2: Theratio of mortgage additional Native American
disapproval rates between non- | homeownersduring FY 2001 (see
Asian minority and other table under 1.2.d).

applicants decreases by 1

percentage point in 2000. 2.3.c: Fannie Mae and Freddie

Mac meet or surpass HUD-
defined targets for special
affordable mortgage purchases
(also appearsas 1.1.i.).

Performance goals are for FY 2001 unless otherwise noted.

Outcome Indicator 2.3.1:

Theratio of homeowner ship rates of minority and nonminority low-
and moder ate-income families with children increases by 0.4

per centage pointsto 77.0 per cent.

Indicator background and context. The President’s National Homeownership Strategy and
the Nationd Homeownership Partnership have established the gods of increasing
homeownership and removing barriers to homeownership by minorities. Homeownership rates
are mogt susceptible to policy intervention among renters who are marginaly creditworthy,
discouraged by discrimination, or unaware of the economic benefits of homeownership. This
indicator tracks progress in reducing these barriers to homeownership among racia and ethnic
minorities, as measured by the ratio of minority homeownership rates to homeownership of non-
Hispanic whites. The effects of income and household type are controlled by comparing
homeownership rates for low- and moderate-income families with children (those with incomes
of 51 to 120 percent of area median). The FY 2001 performance god is based on projected
achievement of 76.6 percent by FY 2000, as determined by 1999 data.

Data sour ce. American Housing Survey, conducted for HUD by the Bureau of Census.
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Limitationg/advantages of the data.
AHS data are published biennidly. HUD Ratio of minority/non-minority
expects that AHS data from 2001 will be homeownership rates
available by the end of FY 2002 because
of recent implementation of computer-
aded interviewing. AHS sample Szesdo
not support detailed income and ethnicity
bresks.

70%

Validation/verification of measure. 1995 1997 1999 2001
The Bureau of Census has qudlity control T e o neome 80-120% mdn
proceduresin place for the AHS,
including reinterviews of smal subsamples
for qudity assurance. HUD verifies AHS estimates by comparison with earlier surveys and by
intermittent structured comparisons with SIPP, CPS, or Census data.

80%

1 76.2% B-766% 7.0%

75%

ratio, minority/non-minorit

Outcome Indicator 2.3.2:

The difference in home purchase mortgage disapproval rates between
non-Asian minority and other applicants decreases by 1 percentage
point in 2000.

Indicator background and context. Equa accessto home loansis critical for decreasing
disparities in homeownership rates. Mortgage disgpprova rates for minorities are an early
indicator of trends in minority homeownership rates. In some cases lenders have been shown to
discriminate againgt minority applicants for mortgages by disapproving their mortgages while
gpproving nonminorities who were less creditworthy or had less income. FHEO with the
assistance of Community Builders will continue to Sign fair lending best-practice agreements with
major mortgage lending ingtitutions across the country. In addition, HUD oversees the two
largest secondary mortgage market lenders, Fannie Mae and Freddie Mac, on housing gods
that encourage increased lending to minorities. Thisindicator tracks home purchase mortgage
disapprovd rates of minorities that traditiondly have had limited access to traditiona housing
markets — African Americans, Hispanics, Native Americans, and other minorities except Asans
—and compares them to disgpprova rates of nonminorities.

Data sour ce. Home Mortgage Disclosure Act (HMDA) database, consisting of data submitted
by lenders to the Federd Financia Ingtitutions Examination Council (FFIEC) and HUD. This
indicator will not include refinance mortgages, which have a higher proportion of subprime
lenders, and will net out manufactured home mortgages because a recent increase of reporting
by manufactured home lendersin HMDA causes difficulties in interpreting the overd| data
HUD dso will exclude loans made by lenders specidizing in manufactured home loans because
the large number of mortgage denids from these lenders would skew the overdl| data. A
basdine will be determined in 2000 using caendar 1999 data.
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Limitations/advantages of the data. The dataare not able to fully demongtrate discriminatory
practices because minority status is correlated with other factors that affect creditworthiness,
and because lender outreach to minorities sometimes increases the denid rates even as it
increases the number of minority homeowners. Thereis no rdiable way to identify loans from
subprime lendersin HMDA data, and the effect of subprime loan gpplications on home
purchase denid ratesis unclear.

Validation/verification of measure. The FFIEC and HUD use automated data quaity
procedures to verify that data submissions are reasonable and accurate.

Programmatic Output Indicator 2.3.a: The share of minority homebuyers
among FHA home purchase endorsements increases by 1 percentage point
to 39 percent.

Indicator background and context. FHA isamgor source of mortgage financing for minority
aswdl aslower income buyers. Increasing the number of FHA endorsements for minority
homebuyers will help reduce the homeownership gap between whites and minorities as well as
increase the overdl homeownership rate. In FY 1999, 37.0 percent of the 1.29 million home
purchase endorsements were for minority or undetermined borrowers. The FY 2001
performance god is based on expected accomplishments of 38.0 percent in FY 2000.

Data sour ce. FHA’s Single Family Data

Warehouse, based on F42 Consolidated Share of Minority Homebuyers among FHA
Single Family Satigica System, which @ Home Purchase Endorsements

) ) ) ul
contains data submitted by direct- g . 40% 3 30.0%
er.1do-rse|71ent lenders. g é / 57 oo 3B0%
Limitations/advantages of the data. S 335% A5 2%
For thisindicator, “minority” isdefinedas | & € /Wr
non-white non-Hispanic, and a small g ° a0 3L0% : . .
number of personswith racereportedas | & 1996 1997 1998 1999 2000 2001
“other” and “unknown.” The share of —+— minority homebuyers
borrowers with undetermined race or & outputgoal

ethnicity may increase as more people
cdam multi-racia identity.

Validation/verification of measure. FHA data are entered by direct-endorsement lenders
with monitoring by FHA. FHA gaff verify single-family mortgage transactions using qudlity
assurance sampling methods.

Programmatic Output Indicator 2.3.b: Section 184 mortgage financing is
guaranteed for 275 new Native American homeowners during FY 2001.
Indicator background and context. Homeownership rates on reservations are low and

housing needs are great. NAHASDA block grants provide housing assistance to many Native
Americans. Thisindicator tracks the number of homeownership loans for Native Americans
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under another program, the Section 184 Indian Home Loan program for familiesliving on
reservations. In FY 1999, 176 |oans were guaranteed, raising the cumulative total to 590. The
FY 2001 god is an increase from the FY 2000 goal of 220 new loan guarantees. This indicator
aso contributes to Strategic Objective 1.1, “Homeownership isincreased,” and data are
presented under Programmatic Output Indicator 1.2.d.

Data sour ce. Office of Native American Programs administrative data.

Limitationgadvantages of the data. Theindicator uses a raight-forward and easily
verifiable count of administrative records.

Validation/verification of measure. Program directors will review adminigrative records.

Programmatic Output Indicator 2.3.c: Fannie Mae and Freddie Mac meet or
surpass HUD-defined targets for special affordable mortgage purchases.

Indicator background and context. Specia affordable mortgage purchases by GSEs
contribute to minority homeownership because of the correlation of low incomes and minority
gatus. Thisindicator is the same as Programmatic Output Indicator 1.1.i, discussed under
Strategic Objective 1.1, “Homeownership isincreased.”
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STRATEGIC GOAL 3:
PROMOTE SELF-SUFFICIENCY AND ASSET DEVELOPMENT
BY FAMILIESAND INDIVIDUALS

Strategic Objectives:

3.1 Homdessfamilies and individuals become sdlf-sufficient.

3.2 Poor and disadvantaged families and individuals become self-sufficient and
develop assets.

HUD has amisson and history of providing support to residents of public and asssted housing
to help them attain sdlf-sufficiency. HUD' s efforts, which go back amost 20 years, predate
recent changes resulting from welfare reform. The Department has long understood that with
gppropriate supports, familieswho livein public or asssted housing can make the trangtion
from welfare to work, and in many cases can aso move from assisted housing. Whether
through programs for resident management and ownership of public housing or through direct
education and skills training, these programs have focused on providing individuals with the wide
aray of skills necessary to achieve financid sdlf-sufficiency and self-respect.

Recently, HUD has adjusted its sdlf-sufficiency programs to give them a stronger focus on the
work-first philosophy of welfare reform. An ongoing study by ICF Consulting of HUD's
welfare-to-work programs assessed them in the context of the literature on welfare-to-work
programs, and found that HUD' s program designs reflect many of the most successful program
elements described in the literature. HUD' srole in encouraging self-sufficiency has been
broader than smply providing education and training. Because the Department understands the
importance of incentives to work, HUD has made changes in itsincome determination and rent-
Seiting policies to reduce disncentives to work that result when rent is set at a percent of
income. Thus, flat rents, ceiling rents, income disregards and other tools can help remove
disncentives to increasing one' sincome. Further, to overcome the isolation often experienced
by residents of public and assisted housing, HUD has forged partnerships a the Federd leve to
assure that HUD clients are well served by the sdf-sufficiency programs sponsored by its Sster
agencies.

HUD dso hasalong history of providing support to homeess individuas and families, and has
increased its efforts to help them achieve sef-aufficiency. The way communities work to
address homel essness has been revolutionized by the Continuum of Care approach designed by
HUD. The Continuum of Care strategy is used by communities nationwide to organize and
deliver housing and services to homeless persons as they move off the Streets, into stable
housing, and towards sdlf-sufficiency.
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Objective 3.1: Homeless families and individuals become
self-sufficient.

Overview

The need for homeless assistance remains acute. In 1987 an estimated 600,000 personsin the
United States were homeless on any given night. A landmark study released in December of
1999, Homelessness: Programs and the People They Serve, reports that most people who
become homeless have suffered severe hardships — including physical and sexual abuse, childhood
trauma, poverty, poor education, disability, and disease. The report also shows that when

homel ess people get housing assistance and needed services — such as health care, substance
abuse treatment, mental health services, education and job training — 76 percent of those living in
families and 60 percent of those living aone end their homeless status and move to an improved
living situation. HUD’ s Continuum of Care system, which coordinates Federd, State, and local
resources and services for homeless people, is key to helping homeless personsto attain
trangtiona and permanent housing.

The Continuum of Care approach is based on the understanding that homelessnessis not
caused merely by alack of shdlter, but involves avariety of unmet needs— physica, economic,
and socid. The 1999 study confirms that homelessness i's associated with a broad range of
problems:

Serious problems since childhood are common among homeless people, with 25
percent reporting childhood physical or sexud abuse, 33 percent reporting running away
from home, and 27 percent saying they lived in foster care, a group home or other indtitution
asachild.

Homeless people are among the poor est in the nation, with incomes averaging hdf the
federa poverty level. In the 30 days before they were surveyed, single homeless people
reported a mean income of $348, and homeless families reported a mean income of $475.
In addition, 40 percent of homeless people surveyed went without food one or more daysin
the previous month because they couldn’t afford food, compared with 3 percent of other
poor Americans.

Health and disability problems are common among homeless people. When survey
participants were asked about their hedlth in the previous month, 46 percent said they had a
chronic health problem such as arthritis or cancer, 39 percent reported amenta hedlth
problem, 38 percent reported an alcohol problem, and 26 percent reported a drug
problem. Fifty-five percent said they had no medica insurance.

Homeless people have low educational levels. The survey found that 38 percent of
homel ess people have less than a high school diploma, compared with 18 percent of the
overdl population. This makesit harder for homeless people to get jobs.
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Because of this complex causdlity, the coordination of housing and supportive servicesiis crucid
to bresking the cycle of homeessness. Given the variety of individua needs and locdly available
resources, each community can best design its own Strategies to help each homeless person and
family achieve permanent housing and sdf-sufficiency. HUD’ s homeless assistance programs
provide needed resources and set aframework to guide localities while encouraging innovation
HUD’s Continuum of Care program — which recently won the prestigious Harvard University
Kennedy School of Government/Ford Foundation Innovations in American Government Award —
provides an effective approach to addressing homel essness.

In addition to the Homeless Assistance Grants Programs, HUD' s Section 8 vouchers are a
vauable resource to help homeless people move from trangitiona housing into the housing
maingtream. Like many HUD programs, Section 8 is dso avauable tool in homeessness
prevention — adlowing families with extremey low incomes to remain well-housed. Other
housing and community development programs, such as public housng, CDBG, HOME and
HOPWA, provide resourcesthat at local discretion may be targeted to aid the homeless.

External factors

Successin aiding the homeless to become self-sufficient is affected by avariety of factors
beyond HUD’ s control and depends criticaly on the efforts of awide variety of community
partners. The incidence of homelessness is affected by macroeconomic forces such as
unemployment levels, structura factors such as the supply of low-skilled jobs and the availability
of low-cost housing. Persond factors such as domestic violence, substance abuse, disabilities,
and the extent of a person’s educationd or job skills may aso underlie home essness.

Participation levels by partnersin the Continuum of Care effort — including State and loca
agencies, nonprofit organizations, service providers, housing developers, neighborhood groups,
private foundations, the banking community, local businesses, and current and former homeless
persons— will substantialy determine the success of homedess families and individudsin
becoming more sdf-aufficient. State and loca governments also make critical decisions about
zoning and the use of funds from programs such as CDBG, HOME, and tax-exempt bonds for
rentd housing, which may affect the loca housing supply.

Means and strategies

HUD will:

Provide continued support for vita housing and service programs and new funding to fill
housing and services gaps locdly through Homeless Assstance Grants.

Promote and facilitate a community-based process that responds comprehensively to the
varying needs of homeessindividuas and families by consulting with dl relevant locd and
State groups to identify gaps and set priorities to meet those gaps.
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Encourage HUD Homeless Assistance Grantees that serve veterans to contact their local
VA agency to link their programs with existing supportive service organizations that serve
veterans.

Train and fund communities to plan and execute a comprehensive, coordinated delivery
system for homeless services — from outreach, intake, and assessment through emergency
and trangtiona housing, to permanent independent or supportive housing.

Aid in the trangtion to permanent housing through housing resources directed to the
homeess, induding incrementa Section 8 vouchers.

Encourage grantees to use CDBG, HOME, and HOPWA fundsto aid the homeless and
increase the supply of housing affordable to the poor.

Through Community Builder efforts, assst communitiesin finding locd partners and
resources to leverage McKinney Homeless funds.

The FY 2001 budget requests increased funding for Homeless Assistance Grants ($180
million), indluding $105 million for 18,000 vouchers to help homeless persons move from
trangtiona to permanent housing. The budget proposes that beginning in FY 2001 Shelter Plus
Care renewds are funded in the Housing Certificate Fund, freeing $185 miillion for the
Homeess Assistance Grant account that would have gone to fund these renewals.

Programs supporting Objective 3.1:
Homeless families and individuals become sdlf-sufficient.

(Dollarsin Millions)

Program FY 1998 | FY 1999 | FY 2000 FY 2001
act. act. est. est.

Community Planning and Development

Community Development Block Grants 4,675 4,743 4,781 4,900
HOME Investment Partnerships Program 1,500 1,600 1,600 1,650
Homeless Assistance Grants 823 975 1,020 1,200
HOPWA 204 225 232 260
Public and Indian Housing

Section 8 vouchers for the homeless 0 0 0 [105]

Note: Brackets reflect funding as a set-aside. Dollars shown represent the total for the program, not
necessarily the amount devoted to this objective.

Coordination with other Federal agencies

HUD chairs the Interagency Council on the Home ess which includes the Depar tments of
HHS, Agriculture, Commerce, Education, Energy, Justice, Labor, Defense, Interior
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and Trangportation aswel asthe Veterans Administration, the Social Security
Adminigtration, the Federal Emergency M anagement Agency, the Government
Services Administration, and the Postmaster General. The Council, aworking group of the
White House Domestic Policy Council, coordinates federd programs supporting homeless
families and individuds

In 2000 and 2001, HUD will join with the Depar tments of Health and Human Services
(HHS), Labor, and Agriculture to demonstrate how mainstream socia services can better be
tapped to serve the homeless. For example, HUD and HHS s Hedlth Care Financing
Adminigration (HCFA) are working together to combine HUD housing resources and HCFA
services to integrate homeless persons with severe menta disabilities and/or problems with
substance abuse into the community rather than the traditional group home and other
congregrate living Stuations. These efforts may include usng Section 8 vouchersto obtain a
renta unit for a homeless person combined with home-based hedth care, mentd hedth
counsdling and other services funded through HHS.

In 1997, HUD and HHS provided funds for technica assstance to five cities for integrating
local service systems to reach the most difficult to serve portion of the homeless population,
those with multiple diagnoses. The results of these technical assistance effortswill be redized in
FY 2001 when cities begin to use ingruction manuas helping them think through how to
integrate services and housing for this chalenging population.

HUD isworking with the Veterans Administration to identify VA loca agency contacts so
that homeless providers can better coordinate HUD housing assistance with VVA-provided
services to homeless veterans. Additiondly, HUD, VA and DOL are working together on a
report to Congress, due in February 2000, which will address how well and to what extent
homeless veterans are being served.

HUD and HHS are ds0 jointly offering training on how to develop Safe Havens for mentdly ill
homeless.

Performance goals
HUD will work to:

increase the share of homeless persons moving from trangtiond to permanent housing and
becoming sdf-sufficient.

expand the Continuum of Care program.
increase resources for homdess facilities.
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Crosswalk for Strategic Objective 3.1:
Homeless families and individuals become sdlf-sufficient

Programmatic
Outcome Indicators Output Indicators Externa Factors
3.1.1: The share of those 3.1.a: The share of the population | Homelessness has multiple and
homeless personsleaving HUD | living in communities with a interacting causes including low
transitional housing who move | Continuum of Care system job skills, substance abuse,
to permanent housing increases by 0.5 percentage point | mental illness and disabilities,
increases by 1 percentage point | to 84.5 percent. and shortages of affordable

to 37 percent. housing.

3.1.b: Theratio of outside funds
3.1.2: The number of formerly leveraged by HUD homeless funds | Homeless assistance is affected
homel ess persons who move remains at or above 3:2. by the level of funding

into HUD McKinney-funded appropriated by Congress and

ey 3.1.c: The number of HUD-funded
permanent housing increases. CETEE T e e by local use of funds.

increases. The Department of Health and

. Human Services has four
3%%@; Ie?ft 90 lper;ent ;f EZs programs that fund services for
GN/BLs EEisE 0z ] e S the homeless population, and the
serving homel ess persons (also Veteran’s Administration serves
appearsat 4.2.0.5). homeless veterans.

Performance goals are for FY 2001 unless otherwise noted.

Outcome Indicator 3.1.1:

The share of those homeless persons leaving HUD transitional housing
who move to permanent housing increases by 1 per centage point to 37
per cent.

Indicator background and context. The ultimate objective of homeess assstanceisto help
homeess families and individuds achieve permanent housing and self-sufficiency. The needs of
the homeless subpopulations within a particular community are varied. Some need extensive
supportive services while in permanent housing to maintain sdf-sufficiency. For others, market-
rate housing with minima servicesis adequate.

There dso isa dgnificant percentage of homeless persons living in trangtiona housing who drop
out or fail to complete the program for various reasons such as sSmply disgppearing, going back
to homeessness or to live with their families, or failing to participate in their service plans. For
some potentid graduates there may not be sufficient permanent housing available to mest their
needs, or the permanent housing may not have gppropriate services. The frequency with which
participants choose or are forced to accept these paths prevents rapid improvement in
graduation rates. A Continuum of Care evauation is being undertaken that will help improve
understanding of the impact of locad policies upon graduation rates.

Thisindicator tracks the percentage of persons who leave HUD-funded trangitional housing
whose lives are sufficiently stabilized to move to permanent housing each year. The
Department’ s FY 1999 and FY 2000 appropriations language specified that at least 30 percent
of Housing Assstance Grants funds be used for permanent housing for the homeless. A sample

102



Goal 3: Promote Self-SQufficiency and Asset Devel opment

of Annua Performance Reports for projects operating in 1997 shows that 35 percent of
persons in trangtiona housing made the move to permanent housing. The FY 2001 god isan
increase over projected FY 2000 results of 36 percent.

Data sour ce. Annua Performance Reports (APRs) submitted by recipients of Homeless
Assigtance Grants. In late 2001, grantees will begin submitting APRs dectronicdly in DGMS,
and the system is expected to be fully populated by the end of 2002.

Limitationgadvantages of the data. Paper APRs are being entered in a database to provide
reliable estimates on an interim basis. Conversion to direct dectronic reporting will diminate
transmission lags of the paper-based reporting system and increase response rates, providing
sgnificantly more reliable esimates. APRs will continue to report results achieved with funding
from previous years.

Validation/verification of measure. CPD fidd staff monitor grantees on a sample basisto
verify APRs

Outcome Indicator 3.1.2:
The number of formerly homeless persons who move into HUD
McKinney-funded per manent housing increases.

Indicator background and context. The assstance to homeless persons provided under the
McKinney Act is an interagency effort that recognizes the multiple types of problems that the
homeless face. HUD’ s use of McKinney funds for permanent housing isa critical ement in the
broader program because it provides long-term stability that is essentid to full sdf-sufficiency.
The supportive sarvices available under Continuum of Care continue to be available to persons
and families who have made the trangition to permanent housing, whether they arrive from
trangtiond housing, emergency shdters, or from non-housing Situations such asthe streets.
HUD will address the need for permanent housing by funding 11,000 new bedsin FY 2001,
increasing the estimated cumulative tota number of funded beds to 102,000, based on
accomplishments projected in past Continuum of Care plans.

Data sour ce. Currently, CPD’s Grants Management System. In the future, HUD DGMS. In
late 2001, grantees will begin submitting APRs dectronicdly in DGMS, and the sygem is
expected to be fully populated by the end of 2002. A baseline will be determined from existing
APRs during FY 2000.

Limitationsg/advantages of the data. Current data are planning estimates, actud usage
depends on local decisons. Conversion to direct eectronic reporting will eiminate transmission
lags of the paper-based reporting system and increase response rates, providing sgnificantly
more religble estimates. APRs will continue to report results achieved with funding from
previous years.

Validation/verification of measure. Fidd staff will monitor grantees on a sample basisto
asess quality of dataiin grantee reports.
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Programmatic Output Indicator 3.1.a: The share of the population living in
communities with a Continuum of Care system increases by 0.5 percentage
point to 84.5 percent.

Indicator background and context. HUD’s Continuum of Care approach to homeless
assistance dlows communities to determine the local sources and solutions of homelessness and
to respond appropriately. Continued participation in the planning process develops loca
capacity to identify and cooperatively resolve problems concerning populations that often
remain largely invisble. HUD urges communities to develop comprehensive approaches that
respond to the service needs of the homedess and develop their sdf-sufficiency. This indicator
tracks the share of the population that livesin areas covered by these comprehensive systems.

Data source. CPD’s Specia Needs

Assigtance Programs/Continuum of Care Population Living in Communities with
(SNAPS/CoC) adminigtrative data, Continuum of Care

containing data from loca Continuum of 5 86%

Care plans. % 84%

L imitations/advantages of the data. % B2 e 80% 8

The share of homeless personsliving in g 80% ’ BI1%

Continuum of Care communities may be o 8% ’ ’ ’ ’

higher or lower than the share of the & 1996 1997 1998 1999 2000 2001
genera population because homeess :9.__ covered by Continuum of Care
persons may be distributed differently. output goal

Validation/verification of measure. CPD directors review the estimated geographic
coverage of the system.

Programmatic Output Indicator 3.1.b: The ratio of outside funds leveraged by
HUD homeless funds remains at or above 3:2.

Indicator background and context. Thisindicator tracks the amount of loca funds
contributed to Continuum of Care systems for each HUD dollar — essentialy the resource inputs
proposed to homeless projects. The leverage ratio demonstrates public support for the program
objectives and encourages locd involvement. Only continuum of care plansin which at least one
project is funded are counted for purposes of thisindicator.

Data sour ce. CPD’s Grants Management System, containing information from loca
Continuum of Care plans.

Limitationg/advantages of the data. Eqtimates are difficult to verify because outsde funds
may include the vaue of in-kind services and because documentation of firm commitmentsisno
longer required. Not dl leveraged dollars are in funded projects.

Validation/verification of measure. HUD has undertaken an evauation of the Continuum of
Care program to assess this and other performance issues, and future findings are expected to
inform discussion of options for improved performance indicators.

104



Goal 3: Promote Self-SQufficiency and Asset Devel opment

Programmatic Output Indicator 3.1.c: The number of HUD-funded transitional
housing beds increases.

Indicator background and context. The heart of the Continuum of Care gpproach isthe
avalahility of trangtiona housing with supportive services to sabilize the lives of the homeless
and prepare them for permanent housing. Thisindicator tracks the funding of HUD-awarded
trangtional housing beds. The FY 2001 god is to increase the number of trangtiona beds
funded by 14,500, increasing the total to 181,500 over the life of the program.

Data sour ce. CPD’s Grants Management System, containing information from loca
Continuum of Care plans. Beginning in FY 2002, HUD intends to use DGMS data to report
actud accomplishments.

Limitationgadvantages of the data. CPD’s GM S system reports planned program results
rather than actud results, and grantees may modify Continuum of Care plans.

Validation/verification of measure. CPD field g&ff verify quality of datain grantee reports
when monitoring grantees.

Programmatic Output Indicator 3.1.d: At least 90 percent of EZs and ECs
achieve local goals in serving homeless persons.

Indicator background and context. The Empowerment Zone and Enterprise Community
program is one of HUD’ s primary tools for economic and community development in distressed
communities. Many EZ/EC Implementation Plansinclude local gods to assst homeless persons.
Thisindicator is discussed fully and al EZ/EC performance data are presented under
Programmatic Output Indicator 4.2.b.5, which supports Strategic Objective 4.2, “Disparitiesin
well-being among neighborhoods and within metropolitan areas are reduced.”
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Objective 3.2: Poor and disadvantaged familiesand individuals
become self-sufficient and develop assets.

Overview

Wdfare reform has brought with it mgor changes in what is expected of poor families. Time
limits on benefits, work requirements, and the possibilities of benefit sanctions for not
cooperating with the new requirements have resulted in greetly reduced welfare casdoads and
greater shares of income from earnings. Thanks to a strong job economy and active public-
private partnerships at al levels, there has been a dramatic drop in casel oads nationwide.
However, research to date shows that moving from welfare to work does not always increase
overd| family income.

There is consderable overlap between the families served by HUD programs and those that are
recipients of other forms of third-party assstance for poor and disadvantaged families and
individuals (e.g., Temporary Assistance for Needy Families, Food Stamps, and Welfare-to-
Work Grants from the Department of Labor). In 1999, for example, some 745,000 families
with children in public housing and project-based Section 8 developments received TANF
assstance. 1n 1997, dmogt 1.1 million of the 5.4 million households with worst case needs for
rental assstance had income from third-party sources. Thus, understanding how those other
systems work and undertaking efforts to help ensure that recipients of HUD ass stance succeed
within these systems are important both for the families we serve and for the agencies that
deliver our services.

HUD has avariety of tools available to help families achieve financia independence, not just
gaining income but building assets as well. In many communities, HUD-supported facilities are
located where other agencies can conveniently provide servicesto

low-income families. In some cases HUD supports training and education programs to help
people who leave wefare to gain the skills necessary to find and keep ajob that pays enough to
support themselves and their families. We dso deliver, ather directly or through service
coordination, supportive services such as child care or trangportation. In addition, PHASs may
adjust their rent policies to reduce the financid disincentives to increasing a household' s earnings
that have been present in some of our programs. The escrow accounts alowed in the Family
Sdf-Sufficiency (FSS) program support asset devel opment, as do Section 8 Homeownership
vouchers,

External factors

A hedlthy economy with an increase of jobs in the service sector has made it easer for many
low-sKilled or inexperienced workers to enter the workforce in recent years. Should the
economy dow, it may become more difficult to make this trangtion or to retain current
employment. Opportunities for better paying jobs continue to be concentrated in technical fields
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for which many recipients of HUD assstance are not prepared. Jobs continue to grow faster in
suburban areas, while families making the trangtion from welfare are more likdly to live in inner-
city or rurd aress. Many of the educationd, training, and service programs available to help
families make the trangtion to

sdf-aufficiency are operated by locdl recipients of Federd funds from agencies other than HUD,
and these agencies traditionaly have not made specid efforts to serve residents of public and
assisted housing.

Means and strategies

Like HUD, the recipients of HUD funds must make dtrategic use of their own resources to
supplement and leverage the services offered e sewhere in the community. Thus, community-
wide planning and strong cooperative relaionships with loca agencies must be developed so
that HUD’ s dients may access dl available salf-sufficiency efforts HUD will useits many
available tools to:

Disregard some or dl income of newly employed families for a minimum of one year when
Stting public housing rents so families can kegp more of their earnings as they mest the
costs of going to work, and give PHAS discretion to continue disregards.

Create Ste-based waiting ligts that permit families to choose where they live in compliance
with fair housing laws, thereby alowing them to live near jobs, trangportation and facilities
that support moving to work.

Use Section 8 welfare-to-work vouchers and HOME funding for tenant-based housing
assistance to help families move to neighborhoods with better access to jobs, transportation
and other supportive services.

Help families prepare for work and remain working through the Family Sdlf-Sufficiency,
Resident Opportunity and Supportive Services (ROSS), Neighborhood Networks, Step-
Up, Youthbuild, and other HUD employment and training programs.

Use the escrow accounts of the FSS program, Individual Development Accounts, and other
programs to encourage saving.

Expand homeownership opportunities for low-income families through regulation of Fannie
Mae and Freddie Mac, the provison of FHA insurance and Section 8 vouchers, thereby
creating more opportunities for asset building through the accumulation of equity in the
home.

Enforce requirements of Section 3 of the HUD Act of 1968 to expand employment and
training opportunities for low-income resdents through HUD-funded congtruction,
rehabilitation, or other public congtruction.

Through Jobs Plus and Moving to Work demonstration programs, identify best practices
and replicable modds in increasing the employment and earnings potentia of public housing
residents.
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Through Community Builder efforts, promote and facilitate community partnerships with
businesses, community organizations and universities to support families and individuasin
becoming sdf-sufficient through enhanced supportive services, Neighborhood Network
capacity building, job creation, and participation in the Earned Income Tax Credit.

Through Bridges to Work, link resdents of low-income neighborhoods to employment in
areas Where low-sKilled jobs are available through means such as transportation initiatives.

Sdf-aufficiency and asset development for disadvantaged families dso will be supported through
expanded funding for CDBG, HOME, and with continued funding for a second and third round

of new Empowerment Zones.

Programs supporting Objective 3.2: Poor and disadvantaged familiesand individuals

become self-sufficient and develop assets.

(Dollarsin Millions)

Program FY 1998 | FY 1999 | FY 2000 | FY 2001
act. act. est. est.

Community Planning and Development
Community Development Block Grants 4,675 4,743 4,781 4,900
Community Empowerment Fund (CEF/EDI) [38] [35] [24] [100]
Y outhbuild [35] [43] [43] [75]
Section 108 Loan Guarantees/L oan Commitments {382} {432} {1,261} {1,217}
Section 108 Program account 10 11 30 30
HOME Investment Partnerships program 1,500 1,600 1,600 1,650
Homeless Assistance Grants 823 975 1,020 1,200
Urban Empowerment Zones 5 45 55 150
Public and Indian Housing
Housing Certificate Fund (Sec. 8 Project-based & 11,322 10,327 11,481 14,128
Tenant-based)
Welfare-to-Work Vouchers 0 [283] 0 [183]
Voucher Success Fund 0 0 0 [50]
Incremental VVouchers 0 [347] [344]
FSS Coordinators [24] [25] [25] [45]
Public Housing Operating Fund 2,900 2,818 3138 3192
Public Housing Capital Fund 2,500 3,000 2,869 2,955
Resident Opportunity and Supportive Services [55] [55] [55] [55]
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Program FY 1998 | FY 1999 | FY 2000 | FY 2001
act. act. est. est.
HOPE VI Revitalization of Severely Distressed 550 625 575 625
Public Housing
Housing
Neighborhood Networks 0 0 0 0
Elderly Housing 645 660 710 779

Note: Brackets reflect funding as a set-aside. Braces indicate |oan commitments supported by the specified
program. Dollars shown represent the total for the program, not necessarily the amount devoted to this
objective. The funding for the Housing Certificate Fund does not include any Rescissions or Advanced

Appropriations.

®Loan demand is projected to increase as aresult of the established CEF “pool” and increase in CEF

fundingin FY 2001.

Coordination with other Federal agencies
The Department works closdy with a number of Federa agencies including the Departments

of Labor (DOL) and Health and Human Services (HHS) to ensure the successful

implementation of wefare reform.

HUD is amember of the DOL Wedfare to Work Policy Committee that is designing
revisons to the Welfare to Work Grants program, required by new legidation. HUD's
participation in the design of DOL’s program has resulted in many housing authorities
receiving DOL grantsindividualy or as part of loca consortia

Asrequired by law, DOL and HHS have cooperated on the design of HUD’ swelfare to
work voucher program and have provided letters of support to their state and local funding
agencies. Other agencies, including SBA, DOT, USDA, had input aswell.

HUD isworking with HHS to develop guidance and amodel cooperative agreement for
Public Housing Authorities and local wefare agenciesto hdp PHASs meet the requirements
for such an agreement in the public housing reform legidation. PHAS are encouraged to
enter into cooperative agreements with local welfare agencies to target services and
assstance to welfare families who recelve housing assistance, and to reduce fraud and
noncompliance with program requirements.

DOL, HHS, and HUD have worked closdly to cross-train their employees about related
programs of the agencies. HUD also was co-sponsor with DOL and HHS of their 1999

Wefare to Work conferences.

HUD and HHS are co-sponsoring a satdllite broadcast to inform state TANF agencies and
Community Development Corporations how TANF funds can be used for job training, job
crestion and economic development activities.

HUD has an interagency agreement with the Depar tment of Health and Human
Services to sudy the impact of HUD housing assstance on families leaving welfare. This

109




HUD’s FY 2001 Annual Performance Plan

study tracks the differences in the areas of housing quality, employment, and return to work
between families who receive HUD housing assstance and those who do not. (See dso
objective 5.2.)

HUD is a partner with the Small Business Administration on programs that support
former wefare recipients and assure that public housing authorities work dosdy with smdl
business agencies to provide job opportunities for PHA residents.

As part of the Presidential Task Force on Employment of Adults With Disabilities,
HUD proposed and designed a nationd pilot project implemented in 1999 to learn how
Federdly-supported service programs might better lead to employing adults with disabilities,
epecidly adults who are members of racid, ethnic, and language minority communities.

HUD will continue working closdly with the Department of Trangportation on the
implementation of DOT’ s Access to Jobs program.

Performance goals

We am to achieve these outcomes:
Increase the earnings and employment of former welfare recipients.
Increase the share of working households in public housing and assisted.

Increase the share of public housing and Section 8 families with children who move from
welfare to work.

Increase the share of households on housing assistance that accumulate assets worth more
than $5,000.

Reduce the unemployment rate among entry-level jobseekersin centrd cities.
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Crosswalk for Strategic Objective 3.2:
Poor and disadvantaged families and individuals become salf-sufficient

Programmatic
Outcome Indicators Output Indicators Externd Factors
3.2.1: Increase the percentage 3.2.a Thelease-up rate of welfare- The welfare time limits under
rate of earnings gained by to-work vouchers reaches 50 welfare reform terminate
employed adult TANF recipients | percentin FY 2000 and 100 percent | assistance for many welfare
or forkr]ner rec(;pki)ents over asix- in FY 2001. rﬁci pihents,fsometi rrlles ;vbTen
month period by 1 percentage . they have few employable
point to 28 percent (interagency | 3:2:&5: At least 90 percent of EZs skiils. It is not clear whether
indicator). and ECs achievelocal goalsin recipientsin Stateswith
. providing social services (seetable | gringent time limitswill be
3.2.2: The share of recipients of under 4.2.b.5). more or less likely to escape
welfare-to-work vouchers who poverty, but comprehensive
hold jobs at time of annual supportive services are likely
recertification increases. to be critical success factors.
3.2.3: Among public housing The new public housing law
households with children, the permits housing authorities to
share that derive more than 50 pursue income-mixing policies,
percent of their income from including establishing
work increases by 1 percentage admission preferences for
point to 47 percent. working families.
General economic and labor
market conditions directly
influence rates of work,
poverty, and welfare.
3.2.4: The share of welfare 3.2.b: Among Consolidated Plan
families that move from welfare jurisdictions with housing
towork each year whileresiding | authorities, the share that have
in public housing increasesby 1 | included housing authority
percentage point to 30 percent. representatives in consolidated
. planning efforts reaches 90 percent
3.2.5: The share of welfare
familiesthat move from welfare (also appears as 1.2.p).
to work each year while assisted
by tenant-based Section 8
increases by 2 percentage points
to 34 percent.
3.2.5.5: The share of welfare
families that move from welfare
to work each year while assisted
by project-based Section 8
increases.
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Crosswalk for Strategic Objective 3.2:
Poor and disadvantaged families and individuals become salf-sufficient

3.2.6: The share of households
that accumul ate assets
exceeding $5,000 in cash value
while receiving housing

3.2.c: The share of housing
authorities scoring at least 8 points
under the SEMAPindicator for FSS

Bankabl e assets may not
reflect all the activities that
families undertake to increase
self-sufficiency. They may

increases by 5 percentage pointsin
2001. determine that education, for
example, isamore productive
use for their income.

assistance increases by 2
percentage points.

3.2.7: Unemployment rates
among young entry-level
jobseekersin central cities
decline by 0.5 percent annually
to 17.5 percent by 2001 (potential
interagency indicator; also
appearsas 4.1.5).

3.2.d: A total of 256,500 jobswill be
created or retained through CDBG
and Section 108 (al so appears as
4.1.e).

3.2.e: A total of 14,100 youths are
trained in construction trades
through Y outhbuild.

Performance goals are for FY 2001 unless otherwise noted.

Outcome Indicator 3.2.1:

Increase the percentage rate of earnings gained by employed adult
TANF recipientsor former recipients over a six-month period by 1
per centage point to 28 per cent.

Indicator background and context. This outcome indicator measures the improvement in
TANF recipients income six months after becoming employed, and represents an interagency
god with HHS, which administers the Temporary Assistance for Needy Families (TANF)
welfare program. The god is significant to HUD because of the Nation’s need to increase sdif-
aufficiency and because of the large overlap of the welfare and housing-assisted populations.
When TANF replaced the AFDC program in 1997, about one-fourth of the welfare population
had housing assi stance and about one-fourth of the housing-assisted population was on welfare.
Wefare recipients who lose public assstance under welfare reform time limits and then fail to
obtain adequate employment will reduce their rent contribution, increasing operating subsidies
for public housng. More importantly, HUD wants welfare terminees to become sdlf-aufficient to
free asssted housing resources for other families.

The 1998 basdine for this indicator was a 23.1 percent gain in quarterly earnings over six
months, comparing a base quarter with the second subsequent quarter. The god for 2001 isto
increase the gain to 28 percent in an equivaent period, building on gods of 25 percent gainsin
1999 and 27 percent gains in 2000.
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Data sour ce. Tabulations provided by

the HHS, based on TANF adminigrative % Gain in Earnings After 6 Months for

data from most States and Unemployment Newly Employed TANF Recipients
Insurance dataiin remaining States. - 30%

Limitations/advantages of the data. % ./-/ZL3 0%
TANF administrative datatypicaly are g 25% - 27.0% =
not clean, so HHS engagesin extendve S 23.1% '

dataqudity efforts. No further andysis by 2 20% : :

HUD is nmy_ 1998 1999 2000 2001
Validation/verification of measure. o Sucome qoal > Cver & menths

HUD has no independent data for
veificaion of HHS data or analyss.

Outcome I ndicator 3.2.2:
The share of recipients of welfare-to-work vouchers who hold jobs at
time of annual recertification increases.

Indicator background and context. HUD’ s welfare-to-work vouchers provide a major
source of support to help former welfare recipients obtain and keep jobs. Housing assistance
provides stability and housing security at acritica point in the trangtion to work, when work
experienceistoo low to obtain ajob paying aliving wage. Thisindicator tracks the work
success of former welfare recipients who are asssted by welfare-to-work vouchers, as
determined by the share of recipients employed when housing authorities recertify their incomes
after one year.

Data sour ce. Multifamily Tenant Characterigtics Sysem (MTCS), conssting of household data
submitted eectronically by housing authorities. The basdline for households receiving vouchers
in FY 2000 will be determined in FY 2001.

Limitations/advantages of the data. MTCS data for tenant-based programs are relatively
complete, with reporting rates of about 94 percent of households.

Validation/verification of measure. MTCS has automated edits to prevent input errors, and
HUD performs qudity control studies to verify the accuracy of tenant income data.

Programmatic Output Indicator 3.2.a: The lease-up rate of welfare-to-work
vouchers reaches 50 percent in FY 2000 and 100 percent in FY 2001.

Indicator background and context. Thisindicator tracks progressin promoting
sdf-aufficiency by providing welfare-to-work vouchersin atimely fashion. Housing authorities
will have to make specid efforts to sdect families for whom vouchers are needed to move to
work and to implement partnerships with other agencies that are hel ping families move to work.
The lease-up rate is defined as the number of units under HAP contracts divided by the number
of units under budget. The FY 1999 vouchers were alocated in September 1999, and the
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program is starting up in FY 2000. The Department expects fifty percent of the FY 1999
vouchers will be under contract in FY 2000 and 100 percent by the end of FY 2001.

Data sour ce. For the number of units under contract, MTCS household data submitted by
housing authorities. For the number of units under budget, HUDCAPS.

Limitationsgadvantages of the data. HUDCAPS is unable to identify welfare-to-work
vouchers under contract separately from other vouchers. Therefore, identification of households
with welfare-to-work vouchers will be made through MTCS, which depends on accurate
reporting by housing authorities. PIH will ingtruct housing authorities how to use areserved fidd
in the MTCS system to identify welfare-to-work vouchers specificaly. MTCS data for tenant-
based programs are relatively complete, with reporting rates of about 94 percent of households.
PHAs have the ahility to influence the denominator of thisindicator by budgeting fewer units
than they contract with HUD.

Validation/verification of measure. PHA records regarding units under contract became
subject to independent single audits (at auditor discretion) in FY 1999. Housing authorities will
be informed of estimated lease-up rates and will be given the opportunity to verify that
households with welfare-to-work vouchers were identified correctly.

Programmatic Output Indicator 3.2.a.5: At least 90 percent of EZs and ECs
achieve local goals in providing social services.

Indicator background and context. The Empowerment Zone and Enterprise Community
program is one of HUD’ s primary tools for economic and community development in distressed
communities. Many EZ/EC Implementation Plans include local gods to improve hedlth care,
serve the dderly and youth, and provide other socid and supportive services tailored to loca
needs. Thisindicator is discussed fully and al EZ/EC performance data are presented under
Programmetic Output Indicator 4.2.b.5, which supports Strategic Objective 4.2, “Disparitiesin
well-being among nelghborhoods and within metropolitan areas are reduced.”

Outcome Indicator 3.2.3:

Among public housing households with children, the share that derive
mor e than 50 per cent of their income from work increases by 1

per centage point to 47 per cent.

Indicator background and context. The public housing reform legidation passed in 1998
alows housing authorities to admit some higher income families, which usualy are working
households. The legidation adso permits PHAS to exclude new earned income from tenant rent
caculaions and gives tenants the option of paying flat rents that do not increase as income
increases. The FSS and ROSS programs aso help PHAS promote work among public housing
families. Thisindicator tracks the success of housing authorities in attracting working families as
role modds and in promoting work participation amnong existing resdents. In 1999, 45 percent
of families with children in public housing received amgority of their income from earnings, up
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from 41 percent in 1998. The FY 2001 performance god is based on a projected
accomplishment of 46 percent working
familiesin FY 2000.

Data source. PIH Multifemily Tenant Public Housing Households Earning More
Characteristic.s System consisi ng of than Half of Income by Working
household data submitted eectronicaly
by housing authorities. The FY 1999
basdline will be determined in FY 2000.

o
<
>

47%

percent of public housir
households
N
<
>
(=)

L imitations/advantages of the data. R Sy 9%

MTCS reporting rates for public housing 0% : : :
households are relatively high, at 91 1997 1908 1999 2000 2001
percent' Improvements in reporti ng may —+— working households ~ —— outcome goal

introduce errorsin estimates of change if
former non-reporters differ sysematicaly
from reporters.

Validation/verification of measure. MTCS has automated edits to prevent input errors, and
HUD performs qudity control studies to verify the accuracy of tenant income data.

Outcome Indicator 3.2.4:

The share of welfare families that move from welfare to work each
year whileresding in public housing increases by 1 percentage point
to 30 percent.

Indicator background and context. HUD wants housing authorities to hep public housing
residents move from welfare to work by helping families obtain needed services and by building
work incentives into the adminidration of the public housing program. PHAs have avariety of
sdf-sufficiency programs that promote work. Under the recently enacted public housing reform
law, housing authorities are required to use best efforts to coordinate efforts with loca welfare
agencies.

Thisindicator tracks the work participation outcomes for welfare familieswhile they residein
public housing, as determined by primary income source. Primary income source is defined as
welfare income or wage income exceeding 50 percent of total income. Among public housing
families with children who were on welfare in 1998, 28 percent of those who dill resided in
public housing ayear later were working. The FY 2001 god is based on anticipated
improvement to 29 percent moving from welfare to work in the 1999-2000 period. (This
indicator excludes Section 8 Welfare to Work Vouchers.)

Data sour ce. PIH Multifamily Tenant Characteristics System, consisting of household data
submitted eectronicaly by housing authorities.

Limitationgadvantages of the data. Annua recertifications of tenant income for MTCS may
not capture short spells of work or welfare. MTCS reporting rates for public housing
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households are relaively high, at 91 percent. Improvements in reporting may introduce errorsin
esimates of change if former non-reporters differ systematicaly from reporters.

Validation/verification of measure. MTCS has automated edits to prevent input errors, and
HUD performs qudity control studiesto verify the accuracy of tenant income data. Because
older MTCS data are biased by poor reporting, the performance goa may require recaibration
when additiond data become available.

Outcome Indicator 3.2.5:

The share of welfare familiesthat move from welfareto work each
year while assisted by tenant-based Section 8 increases by 2

per centage pointsto 34 percent.

Indicator background and context. Tenant-based Section 8 assstance is one of HUD’s best
tools to help families escape welfare dependency, because families are free to move to
neighborhoods that are close to jobs. In addition, most housing authorities administering Section
8 have implemented Family Sdf-Sufficiency programs to help families become economicaly
independent. This indicator tracks work participation outcomes for welfare families asssted by
tenant-based Section 8 vouchers. Primary income source refers to welfare income or wage
income exceeding 50 percent of total income.

In the tenant-based program during the 1998-1999 period, 32 percent of al families with
children who were on welfare in 1998 were working ayear later. The FY 2001 performance
god is based on anticipated improvement to 33 percent moving to work in the 1999-2000
period.

Data sour ce. PIH Multifamily Tenant Characteristics System, consisting of household data
submitted eectronicaly by housing authorities. When MTCS annua data permit, both basdine
and god will be measured in terms of annua rather than biennid rates.

Limitationg/advantages of the data. Annua recertifications of tenant income for MTCS may
not capture short spells of work or welfare. MTCS data for tenant-based programs are
relatively complete, with reporting rates of about 94 percent of households.

Validation/verification of measure. MTCS has automated edits to prevent input errors, and
HUD performs qudity control studiesto verify the accuracy of tenant income data. Because
older MTCS data are biased by poor reporting, the performance goa may require recaibration
when additiond data become available.

910utcome Indicator 3.2.5.5:
The share of welfare families that move from welfare to work each
year while assisted by project-based Section 8 increases.

Indicator background and context. Wefare familiesin asssted multifamily developments are
also subject to the new rules of TANF, and ther trangtion to sef-aufficiency is beneficid for
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both the assisted residents and the Section 8 program. The Neighborhood Networks program
grongly promotes sdf-sufficiency in the asssted multifamily program by helping property
owners, managers, and resdents devel op computer centers where residents can learn job sKills,
telecommute, and even develop microenterprises. As private businesspersons, asssted
multifamily owners have fewer respongbilities than do PHASs regarding promotion of sdif-
aufficiency, but a fundamenta responsibility exists nevertheess. Thisindicator tracks movement
to work among welfare recipients who receive project-based Section 8 rent subsidiesin
privately-owned multifamily housing.

Data sour ce. Office of Housng's F87 Tenant Renta Assistance Certification System
(TRACYS), conggting of household data submitted eectronicaly by multifamily managers. The
basdline change in employment status for the 1998-1999 period will be determined in FY 2000.

Limitationgadvantages of the data. TRACS hasfairly good reporting rates in the range of
80-90 percent of assisted renters.

Validation/verification of measure. TRACS has automated edits to prevent input errors, and
HUD performs qudity control studies to verify the accuracy of tenant income data.

Programmatic Output Indicator 3.2.b: Among Consolidated Plan jurisdictions
with housing authorities, the share that have included housing authority
representatives in consolidated planning efforts reaches 90 percent.

Indicator background and context. Both States and cities are required to develop
Consolidated Plans to assess needs and determine Strategies for alocating HUD grants.
Consolidated Plans must consider the full range of community needs to be valid guiddines, and
the families served by housing authorities represent an important component of areaneeds. This
indicator is discussed in the context of promoting affordable rental housing as Programmatic
Output Indicator 1.2.p.

Outcome Indicator 3.2.6:

The shar e of households that accumulate assets exceeding $5,000 in
cash value while receiving housing assistance increases by 2

per centage points.

Indicator background and context. Public housng higtoricaly was trangtiond housing thet
enabled assisted renters to become economicaly sdlf-sufficient because housing stability aidsin
job retention and lower housing costs permit greeter rates of saving. The lack of an asset test
that excludes relatively wdll-off households from public and assisted housing encourages asset
accumulation. (Imputed earnings from assets are included in the income on which rents are
based.)

The Family Sdf-Sufficiency program requires housing authorities to sgn self-sufficiency
progress contracts with specified numbers of Section 8 and public housing tenants. Under the
FSS contract, a portion of any earnings increase is deposited into an escrow account on behalf
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of the family. The public housing reform law freed housing authorities from the requirement to
offer FSS programs to new tenants beyond the originaly specified numbers. However, PHAS
must complete existing programs by attaining the origina target for the number of graduates of
FSS. The Resident Opportunity and Supportive Services program (ROSS) likewise contributes
to asset accumulation. Unlike FSS, ROSS may not be used to fund escrow accounts.

Thisindicator tracks the success of public housing and Section 8 tenant-based housing
assistance programs in helping non-elderly families become economicaly sdlf-sufficient, by
measuring whether asssted renters accumulate wedlth. 1n 1999, 9 percent of householdsin
public housing and with tenant-based assi stance had asset income as their primary income
source, but this estimate includes ederly households.

Data sour ce. Multifamily Tenant Characterigtics System, consisting of household data
submitted eectronicaly by housing authorities. The basdine will be determined in FY 2000.

Limitationgadvantages of the data. Housing authorities have limited incentive to probe
deeply or verify tenant-reported assets. As aresult, the qudity of the MTCS asset data is not
yet clear. Thisindicator will not capture FSS assets because HUD does not count FSS escrow
savings as assats for purposes of determining rent.

Validation/verification of measure. MTCS has automated edits to prevent input errors, and
HUD performs qudity control studies to verify the accuracy of tenant income data.

Programmatic Output Indicator 3.2.c: The share of housing authorities
scoring at least 8 points under the SEMAP indicator for FSS increases by
5 percentage points in 2001.

Indicator background and context. The Family Sdf Sufficiency (FSS) program requires
housing authorities to Sgn saf-sufficiency progress contracts with specified numbers of Section
8 and public housing tenants. FSS helps tenants build assets by funding escrow accounts with
increased tenant rent payments resulting from increased earnings. The Public Housing Reform
Act freed housing authorities from the requirement to offer FSS programs to new tenants
beyond the origindly specified numbers. However, PHAs gill must complete existing programs
by attaining the origind target for the number of graduates of FSS. Thisindicator uses one
component of the SEMAP system to track PHA compliance with FSS obligations for tenant-
based programs. To score at least eight points, at least 60 percent of mandatory FSS dots must
be filled and at least 30 percent of FSS families must have escrow account balances.

Data sour ce. Section Eight Management Assessment Program, based on data reported by
PHAsto MTCS and on findings of independent audits of PHA records. The basdine will be
determined in FY 2000 from audited SEMAP and (in some cases) from unaudited preliminary
SEMAP scores. Preliminary scores are based on self-reporting by those housing authorities
whose fiscd years do not end early enough to obtain independent auditsin HUD’s FY 2000.
SEMAP scores in 2001 will include the results of independent audits for every housing
authority.
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Limitations/advantages of the data. MTCS data for tenant-based programs are relatively
complete, with reporting rates of about 94 percent of households. SEMAP is new and imposes
an extensve st of new standards that some auditors may lack the knowledge to implement.

Validation/verification of measure. MTCS has automated edits to prevent input errors and
invaid data by housing authorities. SEMAP data are reviewed by independent auditors.

Outcome Indicator 3.2.7:
Unemployment rates among young, entry-level jobseekersin central
citiesdecline by 0.5 per centage point annually to 17.5 percent by 2001.

Indicator background and context. The unemployment rate of youth indicates the extent to
which entry-level or unskilled jobseekers are finding employment. Y outh have higher rates of
unemployment than other age groups. The unemployment rate is defined as the percentage of
those who want to work (the labor force) but who do not have jobs. Thisindicator tracks the
unemployment rate for the 16- to 19-year-old labor force in centra cities. HUD contributes to
job readiness for entry-level workers through Y outhbuild training and creetes jobs through
Section 3 enforcement, economic development grants and Empowerment Zone programs. The
FY 2001 god is based on projected accomplishment of 18.0 percent unemployment in FY
2000.

Data sour ce. Annua edimates by the Unemployment among Young Entry-Level Job
Bureau of Labor Statistics (BLS) usng Seekers

data from the Current Population Survey
and unemployment insurance program
data.

Limitationg/advantages of the data.
BLS does not publish this data for
individua centrd cities and metropolitan
aress, but unpublished data are available
annudly for the aggregete of dl centra
cities. Y outh are not a perfect proxy for
al entry-level unemployed persons because they may have more computer-related skills or
other differencesin human capital.

20%
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16%

percent of youth (age 16-19)

98 1999 2000 200

=

—+— youth unemployment —— outcome goal

Validation/verification of measure. It isnot feasble for HUD to verify Bureau of Labor
Statigtics data independently.

Programmatic Output Indicator 3.2.d: A total of 256,500 jobs will be created or
retained through CDBG and Section 108.

Indicator background and context. Many communities choose to use a Sgnificant portion of
their CDBG grantsto improve the loca economy and help their citizens find productive work.
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Thisindicator aso gppearsin the context of increasing the number of jobsin urban and rurd
communities, as Programmatic Output Indicator 4.1.e.

The current basdline is the expected number of jobs created or retained as aresult of the FY
2000 appropriation, based on the average job creation or retention per grant dollar as reported
by grantees. Theindicator will be converted to actud full-time-equivaent jobs created or
retained with cumulative outlays as HUD enhances data systems.

Data sour ce. EStimates based on the Integrated Disbursement Information System (IDIS). The
FY 2000 basdline of actua accomplishments will be determined from the Departmenta Grants
Management System (DGMYS) in FY 2001.

Limitationsg/advantages of the data. HUD is currently working to increase the accuracy and
completeness of IDIS data. DGM S is the next-generation system that will incorporate more
detailed reporting, data-qudity enhancements, and fuller reporting.

Validation/verification of measure. Field staff review grantee reports to assess accuracy and
monitor to ensure that reported jobs are directly related to expenditure and that low-and
moderate-income persons receive the required share of positions.

Programmatic Output Indicator 3.2.e: A total of 14,100 youths are trained in
construction trades through Youthbuild.

Indicator background and context. Y outhbuild offers 16- to 24-year-old high school
dropouts generd academic and skills training, as well as gpprenticeships in housing congtruction
and rehabilitation. The $75 million budget request for FY 2001 is expected to train 5,100 youth,
cregting a cumulative tota of 14,100.

Data sour ce. CPD’s Y outhbuild database, containing accomplishments data submitted by
grantees in semi-annual progress reports. Beginning in FY 2001, DGMS, based on
accomplishments reported eectronicaly by grantees.

Limitationgadvantages of the data. Data do not indicate the qudity of completed
apprenticeship training.

Validation/verification of measure. Fidd saff verify data qudity by monitoring grantees.
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STRATEGIC GOAL 4.
IMPROVE COMMUNITY QUALITY
OF LIFE AND ECONOMIC VITALITY

Strategic Objectives:

4.1 The number, quality, and accessibility of jobsincreasein low-income urban and
rural communities.

4.2 Disparitiesin well-being among neighbor hoods and within metropolitan areas
arereduced.

4.3 Communities ar e safe.

Despite recent gains, many communities, cities and metropolitan regions ill face the triple threet
of concentrated poverty, shrinking populations, and middle-class flight. Population losses
frequently trandate into a shrinking municipa tax base. Poverty is higher in cities and distressed
rurd areas than in the suburbs, and poverty remains highly concentrated in certain
neighborhoods. Cities face three fundamenta opportunity gaps — jobs, housing, and education —
that are critica to reducing poverty and attracting and retaining middle-class families. The
Nation's economic challenges are not confined to the cities and suburbs in metropolitan aress.
Many rurd communities are struggling as well, especidly in Appaachia, the Missssippi Delta,
Indian Country, and the borderland Colonias. Many of these areas have darmingly high
unemployment and poverty rates.

The Adminigration’s New Markets Initiative is meant to stimulate private capitd invesmentsin
economicaly chalenged areas that have not fully regped the benefits of the current economic
expandon. As pat of thisinitiative, HUD will administer the America s Private Investment
Companies (APICg program. The dtrategy isto build a network of private investment
indtitutions to supply capita and technica expertise in distressed communities.

Promoting economic competitivenessin the 21t century while making communities more livable
is a cross-cutting chalenge — the chalenge not just of growing but of growing smarter.
Effectively addressng this chalenge will support reduction in disparities between citiesand
suburbs and will increase job growth and accessihility.

Our mission of creating communities of opportunity requires more than just administering
programs efficiently and effectivdy. HUD’s programs, particularly CDBG, CEF, EDI and
Section 108 grants provide many of the tools and resources that localities need to improve
quality of life and economic vitality in poorer neighborhoods. HUD therefore must take a
proactive leadership role in partnering with America's communities.
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Objective 4.1: The number, quality, and accessbility of jobs
increasein low-income urban and rural communities.

Overview

While the problems confronting struggling communities cannot be reduced to merely economic
terms, the search for solutions usudly begins with one word: jobs. Higher employment levelsin
higher wage jobs benefit the entire community. Every working adult is better able to provide for
his or her family, gain self-esteem, offer a pogitive role modd for the next generation, purchase
and maintain ahome, invest in the community, and support loca merchants. Moreover, strong,
diverse, loca economies are better able to handle the shocks and challenges of a changing
globa marketplace.

Communities use HUD funds for physica development projects, such as roads, sewers, and
other infrastructure that make them more attractive locations for business investment and job
cregtion. They use HUD funds to provide loans and other financia assistance directly to
businesses looking to create or retain jobs within their borders. They aso use HUD funds for
education, job-training, and other services that support the workforce in targeted low-income
communities to make the area more attractive to prospective employers.

External factors

The country’ s recent economic growth has produced millions of new jobs, including many in
centrd cities and other older communities. Still, there are 9zable mismatches between the
number of low-skilled jobs and the number of people looking for those jobs. A rapidly changing
globa economy has made it chdlenging for Americans to compete when capitd is highly mobile,
markets for goods and services are widdly dispersed, and wages for low-skilled employment
are much lower in many locations abroad.

Loca shortages of low-skilled jobs are compounded by mismatches between the locations of
available jobs and the residences of the unemployed. Many older communities across the
country have adopted aggressive drategies to aleviate these mismatches but they face numerous
barriers to success. Ther tax rates generaly exceed rates in newer communities because they
struggle to provide quality services despite declining tax bases. Land development is
complicated by scarcity of land, scattered and/or absentee ownership, rea or percelved
contamination, and the need for clearance or rehakilitation of existing physica structures. Job
development is complicated by large concentrations of poor residents. School systems attempt
to provide the education and job skills essentia for their sudents (who often face grester
obstacles to learning), but have fewer resources as tax bases decline and capital maintenance
codtsincrease. Crime, whether red or perceived, deters businesses from locating in these
communities. The extent to which resdents of areas of concentrated poverty are increasngly
minorities adds barriers of racid discrimination to the mix. Rurd communities face additiond
chdlenges because of the changing structure of the farming industry, underinvestment, weak
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infragtructure, limited services, and few community indtitutions. Rurd labor forces are more
narrowly based and are more dispersed. Clearly, the ability of individua communities to control
thelir own degtiniesin the area of job creation is limited. Both urban and rurd communities are
further affected by the extent to which their State provides financia assstance to overcome
these obstacles. While ultimately job cregtion is dependent upon the investment decisions of the
private sector, the coordinated efforts of al levels of government, ong with the private sector,
are needed to address these challenges.

Community Development Block Grant funds, by far the largest HUD expenditure for this
objective, are used for avariety of digible activities at the discretion of the participating
jurisdiction (entitlement city or State). While HUD can encourage certain uses of funds, such as
job creation, each jurisdiction makes its own decision about how to use CDBG funds. When
communities do choose to address job growth for low-income individuals, there are wide
variations of gpproaches which are difficult to measure. For example, one community may
support infrastructure to increase business development in certain areas, while others may
directly apply CDBG funds to readying individuas for employmert.

Means and strategies

HUD targets economic development grants and loan guarantees to distressed areas in order to
leverage much larger job crestion and retain investments from the private, nonprofit, and public
sectors. CDBG grants—HUD' s largest source of community and economic development
funding — redistribute resources toward poorer, dow-growing, distressed cities. Within these
cities, funds are targeted to low- and moderate-income residents as the primary beneficiaries.
HUD’ s Community Builders work with communities, non-profits, and business to develop
community partnerships and increase loca capacity to address community needs. In particular,
they are working with grantees across the country to develop better approachesto job and
workforce devel opment.

Through Community Builders, HUD works to promote relationships between EZ/ECsand
potentia partnersincluding other federd agencies, industry groups and non-profits. Other HUD
programs complement these efforts by encouraging training for low-income individuds,
improving access to metropolitan jobs, and recycling contaminated industria lands.

In adminigtering these programs, HUD will continue to:
Encourage communities to use CDBG grantsto leverage private, nonprofit, and other public

funding for economic development efforts and infrastructure investments that increase the
number of qudlity jobs.

Designate new Empowerment Zones and Enterprise Communities and support current
EZ/ECsto create jobs and business opportunities for residents of economically distressed
parts of urban and rurd America.
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Encourage communities to use loan guarantees, Community Empowerment Fund,
Brownfields Grants and other economic development tools to create and retain jobs,
particularly jobs for low-income persons.

Continue to develop Community 2020 software and consolidated planning processesto
help communities determine spending priorities and how HUD dollars can be used to creete
comprehendgve gpproaches to job development and community revitalization.

Encourage communities to use program incentives and comprehensive planning to
implement geographicaly targeted srategies, such as those in Empowerment Zones and
Enterprise Communities, to address the employment needs of entire distressed
neighborhoods.

Link job-creetion efforts to training and other services for low-income individuds to qudify
them for newly created jobs. (See objective 3.2.)

Encourage regiond drategies for job creation and workforce devel opment to better link
jobs and potential workers.

Through the Community Outreach Partnership Centers (COPC), help colleges and
univergities develop partnerships with local governments, private companies and nonprofit
organizations working on community revitalization and economic development.

HUD has aso been increasing its effortsin rura areas and will continue to support these areas
through CDBG funding to States and smdll cities

Within HUD, the Rurd Housing and Economic Development program has been established
to create jobs, spark economic development and build and improve housing in rurd
communities.

Approximately 30 percent of HUD’s CDBG funds go to smdl townsin rurd America.
These State and Smdll Cities CDBG funds support public facilities and economic
development to an even greeter extent than their Entitlement City counterparts. Public
facilities and economic development spending frequently support job creation.

HUD aso funds technica assistance to build capacity and devel op innovative approaches to
housing and economic development in rurd aress.

In addition, HUD proposesto:
Enhance CEF programs by providing needed technica assistance to communities.

Encourage sgnificant private capital investment in distressed urban and rurd areas by
providing loan guarantees to Americd s Private Investment Companies, which will, in turn,
invest capital in large businesses seeking to locate or expand in such aress.

Encourage community development and economic revitdization efforts in the Missssppi
Delta Region as part of the Presdent’s Mississppi Ddta Initietive.
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Programs supporting Objective 4.1:
Thenumber, quality, and accessibility of jobsincreasein low-income urban and rural

communities.
(Dollarsin Millions)
Program FY 1998 | FY 1999 | FY 2000 | FY 2001
act. act. est. est.

Community Planning and Development
Community Development Block Grants 4,675 4,743 4,781 4,900
Y outhbuild [35] [43] [43] [75]
Mississippi Deltalnitiative 0 0 0 [22]
Community Empowerment Fund (CEF/EDI) [38] [35] [24] [100]
Community Development Loan {382} {432} {1,261}? {1217}#
Guarantees/L oan Commitments
Community Development L oan Guarantees 10 1 30 30
Program Account
Brownfields 25 25 25 50
Regional Connections 0 0 0 25
Urban Empowerment Zones 5 45 55 150
APICs/Commitment Level {0} {0} {541} {1,000}
APICs Program Account 0 0 20 37
Rural Housing and Economic Development [25] 25 25 27

Note: Brackets reflect funding as a set-aside. Braces indicate |oan commitments supported by the specified
program. Dollars shown represent the total for the program, not necessarily the amount devoted to this

objective.

¥ Loan demand is projected to increase as aresult of the established CEF “pool” and increasein CEF

funding in FY 2001.

Coordination with other Federal agencies

Sgnificant interagency coordination is occurring through the White House National Economic
Council to develop programs for the New Markets Initiative. These programs will increase job
development and private investment in high poverty areas. Each agency bringsto the table its
own expertisein job creation. Treasury provides expertise in the impacts and effectiveness of
tax incentives. SBA brings its expertise in business financing and the start-up and expanson
needs of smdl busness. EDA provides grant money to locdities, primarily for planning and
public works congtruction associated with economic development. HUD bringsits expertisein
large-scale devel opment, particularly development that links job creetion with other important
elements of community development. Proposas are developed so that they complement one

another.
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This interagency coordination led to various New Markets proposals for the FY 2000 budget:
APICs(modded after SBA’s Smdl Business Investment Corporation (SBIC) programs and
administered by HUD with consultation by SBA); the New Markets Tax Credit (SBICs and
APICswould be digible); New Markets Venture Capitd Firms (Smilar to APICs but for
smaler companies and administered by SBA); and SBICs targeted to New Markets areas.
The coordination has continued for the FY 2001 budget process, leading to the refinement of
proposas to ensure that the low-income communities targeted for investment under these
initiatives truly benefit from the investment.

As part of the multi-agency Community Empower ment Board led by Vice President Gore,
HUD has the lead on urban Empowerment Zones and Enterprise Communities. Inthisrole
HUD desgnates EZ/ECs promotes participation in EZ/ECs by other agencies, and seeks
funding preferences and waivers for other agency programsin EZ/ECs. The 2001 budget
contains funding for Round 11 EZs and adds 10 new EZs (eight urban and two rurd) for athird
round.

HUD is part of the National Brownfields Partner ship, which brings together resources from
over 20 Federd agencies and non-governmenta organizations to reclam brownfields. HUD
provides technical assstance to the participating communities and encourages the use of HUD
programs. HUD works closely with Environmental Protection Agency on brownfied
redevelopment to help communities take a Ste from remediation to re-use. The Department
recently signed a memorandum of understanding with the Army Cor ps of Engineers to bring
thar sillsin cost benefit andyss, Ste planning and congtruction to lower the cost of brownfidds
redevelopment. Communities can use HUD CDBG funds as the non-federad match for Army
Corps of Engineer programs, thereby leveraging federa resources to redevelop these

properties.

HUD has signed, along with over 16 other Federa agencies, the “Mississippi Delta Regional
I nitiative I nteragency Memorandum of Understanding.” ThisMOU will create abasic
framework for cooperation among the agencies on economic revitaization initigtives in the Delta
region. Activitieswill include both direct assstance and technica assstance to the communities
inthisarea

Performance goals:

We aim to achieve these outcomes:
Ensure that city job growth supports population growth.
Reduce differences in city/suburban unemployment rates.
Reduce differencesin city/suburban median income.
Reduce differencesin city/suburban poverty rates.

A crosswak summarizing the performance indicators we will use to measure progress toward
this srategic objective follows.
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Crosswalk for Strategic Objective 4.1:
The number, quality, and accessibility of jobsincrease
in low-income urban and rural communities

Outcome Indicators

Programmeatic
Output Indicators

Externa Factors

4.1.1: Maintain or increase the

number of jobs accessible to
city residents by keeping the
three-year average ratio of
city job growth to city
population growth at | east
100 percent (potential
interagency indicator).

4.1.a At least 90 percent of EZs
and ECs achievelocal goalsin
helping residents find jobs (see
table under 4.2.b.5).

4.1.b: The CEF Pilot will securitize
at least $50 million in business
loansin distressed areas by the
end of FY 2001, and the CEF Trust
will securitize $300 million more by
the end of FY 2002.

Decentralizing land use creates
new jobsin outer-ring suburbs
that cannot be reached by transit-
dependent unemployed personsin
central cities.

The Small Business Administration
isthelargest Federal source of
capital for small business creation
and expansion. Currently SBA
programs are not targeted to
central cities, with the exception of
the One Stop Capital Shop

program for EZs.

4.1.2: Theratio of city to
suburban unemployment
rates within metropolitan
areas decreases to 137
percent.

4.1.d: APIC-guaranteed venture
capital investments produce
significant business formation, job
creation, and secondary economic
activity and predominately serve
targeted low- and moderate-income
areas.

4.1.3: The national average
ratio of central city to
suburban median household
incomewill reach 73 percent.

Average incomeis affected by
residential |ocation decisions as
well as employment opportunities.
Improving city quality of life and
city schools would slow or reverse
middle-classflight from central
cities.

4.1.4: The national average
ratio of central city to
suburban poverty rates
decreases from 209 to 207
percent.

4.1.5: Unemployment rates
among young, entry-level
jobseekersin central cities
decline by 0.5 percentage
point annually to 17.5 percent
by 2001 (also appears as
327).

4.1.e A tota of 256,500 jobswill be
created or retained through CDBG
and Section 108 (al so appears as
3.2.d).

Performance goals are for FY 2001 unless otherwise noted.
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Outcome Indicator 4.1.1:

Maintain or increase the number of jobs accessible to city residents by
keeping the three-year averageratio of city job growth to city
population growth at least 100 per cent.

Indicator background and context. Cities historicaly have been job centers, but the capacity
of suburban areas for commercia and industrid development has led to adeclinein city job
growth, especidly for jobs needed by low-income city residents. Cities have about 43 percent
of metropolitan area jobs, but only 23.6 percent of low-skill job growth from 1993 to 1996.
Over the three-year period between 1993 and 1996, a period of extremely rapid job growth,
the ratio of job growth to population growth in centra cities was 652 percent. During the period
of 1991 to 1993, atime of very dow job cregtion, jobsin centrd cities actudly declined. To
ensure that cities remain job centers and continue to provide ble jobs for low-income
resdents, HUD intends to maintain or increase the ratio of job cregtion to populaion growth in
central cities at or above 100 percent over the long term. The FY 2001 performance godl is
established as a retrospective rolling average, using available data from the 1995-1998 period.

Data Sour ce. Specid tabulations of the Census Bureau' s County Business Peatterns data for
114 centrd cities and their associated 101 metropolitan aress.

Limitationgadvantages of the data. The data are available annudly with a 3-year lag. The
data cover only the 100 largest centrd cities plus 14 additiona centra citiesto ensure at least
one city in every State. The business cycle and demographic trends make this measure voletile
on an annud bads and limit the vaidity of precise performance targets, but the three-year rolling
average helps reduce the variance substantialy.

Validation/verification of measure. The Bureau of Census has rigorous data quality
gandards, and it is not feasible for HUD to verify County Business Patterns independently.

Programmatic Output Indicator 4.1.a: At least 90 percent of EZs and ECs
achieve local goals in helping residents find jobs.

Indicator background and context. The Empowerment Zone and Enterprise Community
program is one of HUD’ s primary tools for economic and community development in distressed
communities. Many EZ/EC Implementation Plans include loca gods to creste jobs for zone
residents and others. Thisindicator is discussed fully and al EZ/EC performance data are
presented under Programmatic Output Indicator 4.2.b.5, which supports Strategic Objective
4.2, “Digparities in well-being among neighborhoods and within metropolitan areas are
reduced.”
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Programmatic Output Indicator 4.1.b: The CEF Pilot will securitize at least $50
million in business loans in distressed areas by the end of FY 2001, and the
CEF Trust will securitize $300 million more by the end of FY 2002.

Indicator background and context. The Community Empowerment Fund (CEF) combines
two programs, the Economic Development Initiative and the Section 108 Loan Guarantees.
Beginning in 2000 the CEF Filot will pool business loans made by communities with Section
108 funding and form aloan-loss reserve with EDI funds. The standardized underwriting,
meticulous tracking of loan performance, and development of aviable pooling structure will
create the necessary foundation for a secondary market for economic development loansin
distressed areas. Thisindicator tracks the volume of loans packaged by the CEF Pilot and the
CEF Trudt. Distressed areas are defined as areas meeting CDBG low- and moderate-income
benefit criteria

Data sour ce. The CEF Filot will provide financid reports to HUD on the performance of the
Rilot's portfolio (including number and amounts of 1cans).

Limitationsadvantages of the data. The data system is untested but is being developed and
maintained by Harris Trust Company of New Y ork and is similar in structure and content to
data systems routindly used by financid markets.

Validation/verification of measure. Fidd gaff will review financid reports to verify accuracy
and completeness. The performance goa may require recdibration following andysis of FY
2000 implementation and progress.

Outcome Indicator 4.1.2:
Theratio of city to suburban unemployment rates within metropolitan
areas decreasesto 137 percent.

Indicator background and context. Theratio of city to suburban unemployment rates
indicates the extent to which city resdents are sharing in nationa economic growth. Cities have
higher rates of unemployment and welfare dependency than suburbs. Higher unemployment
rates in cities increase the difficulty of welfare-to-work initiatives because welfare recipients
must compete with more non-recipient jobseekers. HUD programs that create jobs in poor
communities, those that promote job mohility, and those that develop sdf-sufficiency dl
contribute to reducing concentrations of unemployment.

Data sour ce. Monthly gatistical estimates by BL'S using data from the Current Population
Survey and Unemployment Insurance program data.
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Limitationg/advantages of the data.

BLS does not publish data for central City Unemployment Rates as Percentage
cities that had 1990 populations below of Suburb Unemployment Rates
25,000 or for the area defined as the 160%

centrd city of the Honolulu, Hawaii,
metropolitan area. Therefore suburb data
caculated asthe resdud of metropolitan
arealessthe centrd city (cities) may not
match suburb datain other sources. The
deta ae. not mndly édj usted, o valid —&— city/suburb unemployment rates
comparisons can be made only between —=— outcome goal

corresponding months of different years.
An advantage is that the data are
available monthly with only a2-month lag.

ratio

0/ -
140% 137%

120% t t t t
1996 1997 1998 1999 2000 2001

Validation/verification of measure. The Bureau of Labor Statistics employs rigorous data
quaity standards. It is not feasible for HUD to verify CPS or Unemployment Insurance data

independently.

Programmatic Output Indicator 4.1.d: APIC-guaranteed venture capital
investments produce significant business formation, job creation, and
secondary economic activity and predominately serve targeted low- and
moderate-income areas.

Indicator background and context. In FY 2001, the America s Private Investment
Companies (APICg program will begin to generate an estimated $834 million annudly of large-
scae venture capitd targeted to low- and moderate-income communities. Five APICs will be
edtablished, and they will achieve thair investment gods by guaranteeing $556 million in private
debt and leveraging it with $278 million of private equity investments. Following program
authorization, performance goas will be established for job creation, leveraged funds, and
business formeation.

Data sour ce. Adminidrative data sysemswill track the dollar value of guaranteed debentures
issued, the share of capital resources targeted to low- and moderate-income areas, job creation
and business formation. The decennia Census and American Community Survey provide data
concerning unemployment and poverty outcomes in census tracts affected by APICs
investments.

Limitations/advantages of the data. There may be difficulties in measuring job creation that
results directly and indirectly from the equity capital guarantee. Rolling samples will make ACS
data avalable at the tract leve at five-year intervas beginning in 2008.

Validation/verification of measure. Condderation will be given to an early evauation of the
program design and impact that will include an assessment of possible performance indicators.
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Outcome Indicator 4.1.3:
The national average ratio of central city to suburban median
household income will reach 73 per cent.

Indicator background and context. Higtorically, low-income households have been
concentrated in central cities. Thus median household incomes for centrd cities are lower than
suburban median household incomes. Many community and economic development programs
are designed to increase incomes of central city resdents. The design of the CDBG program
givesit aredidributive impact by creating more economic activity in low- and moderate-income
neighborhoods. Community development programs that make the centrd city a more desirable
placeto live dso are intended to incresse this income rétio by atracting middle-class families
back to the city.

Data sour ce. Census Bureau' s Current

Popu|ation Survey. Ratio of City Median Income to Suburb Median
Income

L imitations/advantages of the data. 6%

Data are available annudly as a nationd 74% s 22 00

aggregate only. There are no data R e '

currently avallable for individud ctiesand | ~ ' 714% '

their suburbs except from the decennid 70% 706%

Census. After 2003, American 68% , , , ,

Community Survey datawill be available 1996 1997 1998 1999 2000 2001

annuaily or b|enn|aily for the Iargest —+—city/suburb median incomes

metropol itan aress. —— outcome goal

Validation/verification of measure.
The Bureau of Census has rigorous data quality standards, and it is not feasible for HUD to
verify CPS or ACS data independently.

Outcome Indicator 4.1.4:
The national averageratio of central city to suburban poverty rates
decreases from 209 to 207 per cent.

Indicator background and context. Historically, the poor have been concentrated in centra
cities. Thus poverty rates for centrd cities are higher than suburban poverty rates. Community
and economic development programs are designed to adleviate centrd city poverty by providing
jobsfor previoudy unemployed families. This indicator measures the success of economic and
community development programs in reducing the disparity in poverty rates within metropolitan
areas.

Data sour ce. Census Bureau’ s Current Population Survey.
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Limitationg/advantages of the data.

Annua dataare available as an aggregate Ratio of City Poverty Rate to Suburb Poverty Rate
only. There are no data available for 2.10

individua cities and their suburbs except £

from the decennid Census. After 2003, 2.08 L

American Community Survey datawill be GLlE
avalable annudly or biennidly for the 2.06

largest metropolitan aress.

2.04 t } } }
1996 1997 1998 1999 2000 2001

Validation/verification of measure.
The Bureau of Census has rigorous data
quaity sandards, and it is not feasible for
HUD to verify CPS or ACS data independently.

—4—city/suburb poverty —ll— outcome goal

Outcome Indicator 4.1.5:
Unemployment rates among young, entry-level jobseekersin central
citiesdecline by 0.5 percentage point annually to 17.5 percent by 2001.

Indicator background and context. Entry-leve jobseekers, including many persons moving
from welfare to work, are having increasang difficulty finding well-paying work in an age when
skills command increasing premiums. Y et on-the-job training is one of the best waysto develop
skills, especidly for persons who struggled in school. Thisindicator tracks the mismatch
between the low-skilled |abor force and the opportunities available to them, and is described in
full under Strategic Objective 3.2, “Poor and disadvantaged families and individuals become
sdf-aufficient and develop assets,” as Outcome Indicator 3.2.7.

Programmatic Output Indicator 4.1.e: A total of 256,500 jobs will be created or
retained through CDBG and Section 108.

Indicator background and context. Thisindicator isincluded under Strategic Objective 3.2,
“Poor and disadvantaged families and individuals become sdlf-sufficient and develop assets” as
Programmatic Output Indicator 3.2.d.

132



Goal 4: Improve Community Quality of Life and Economic Vitality

Objective 4.2: Disparitiesin well-being among neighbor hoods
and within metropolitan areas arereduced.

Overview

As the centers of metropolitan regions that are home to 85 percent of America s people and
nearly 80 percent of its jobs, cities are vitd to the state of our union. However, despite recent
gains, many central cities and their residents remain disadvantaged compared to their suburban
counterpartsin most socia and economic dimensions, such as the extent and concentration of
poverty, education levels, and income. Such differentids fud flight of middle-class and higher
income households from centrd cities, followed by businesses that cater to such households. As
flight continues, the tax bases of these cities deteriorate subgtantialy. These communities are
then less able to meet either the mounting capital codts of an aging infrastructure or the changing
service demands of the remaining population. This results in adecline of vitd services, such as
education, a deteriorating physica environment, and a substantia increase in tax rates. The
concentration of poverty in such communities often increases, and the cycle continues. The
remaining residents face fewer opportunities for persona and economic growth, and socid and
economic disparities grow between these communities and those to which many businesses and
residents have moved.

Concern about growth, disinvestment, and decline has moved far beyond the centrd cities
borders. Older, inner-ring suburbs — often forgotten in the smplified “city versus suburb”
distinction — are beginning to display the sgns of decline that were once typicd only of centra
cities. As population and businesses move outward to creste new suburbs, development often
occurs more quickly than exigting infrastructure and socia systems can handle. Businesses open
to accommodate the expanding population, but those that require low-wage, unskilled workers
are unable to find them. Roads built for quiet suburbs quickly become congested. Parents
goend time in their cars instead of a home with their families. Schools become overcrowded,
taxes increase, and open paceislost. Even rura aress, the home of smdl town America, are
exhibiting new concern about development patterns. The U.S. Department of Agriculture
reports that America has more than doubled the development of farmland, forests, and other
open space, converting roughly 3.2 million acres of land for development annudly from 1992 to
1997, compared with 1.4 million acres per year from 1982 to 1992. Targeting resourcesto
help improve qudity of life in distressed communities enables these communities to
accommodate a larger share of future growth and thereby reduces growth pressures on al
communities.

HUD was founded with the intention of focusing resources in deteriorating communities to help
eliminate the disparities that were becoming evident decades ago. CDBG isthe mod flexible ad
provided by the Federal Government to localities, and a Sgnificant proportion of CDBG funds
goes to improving neighborhood livaility in low-income communities. HUD aso supportsthe
redevel opment of places left behind though its Empowerment Zones and Enterprise
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Communities, through Brownfield Economic Development Grants, Regional Connections,
APICs Section 108 and through the HOME programs. HUD’ s 1999 report, The Sate of the
Cities, showsthat past negative trends for centra cities dowed substantidly, but that continued
efforts are needed to ensure future progressin this area.

HUD plays an increasing role in focusing public atention on livability issues HUD hasfunded a
“Growing Smart” initiative to help States and local governments create mode planning statutes
and has convened loca government practitioners, federal policy makers, and academicsto
discuss how the federad government can foster regiona cooperation. Through participation in
interagency working groups HUD works to incorporate housing and economic development
issuesinto dl policy discussons on smart growth and livability.

External factors

CDBG, HUD's primary source of community and economic development funding, redistributes
resources toward poorer, dow-growing, distressed cities. While HUD can encourage certain
uses of funds, and while funds are targeted to low- and moderate-income residents as the
primary beneficiaries, each jurisdiction makesits own decision about how to use CDBG funds.
Therefore HUD’ s direct impact on specific and measurable results under this objective is
somewhat limited.

Cities and older suburbs face sgnificant obstacles beyond their control when trying to dleviate
disparitiesin quality of life. Services, such as education and public safety, that can have the most
sgnificant long-term impact on such disparities become increasingly expendgive as cities age and
their populations become poorer. These services aso are frequently in higher demand by
residents of these communities. At the same time, the resources available for such services
decrease as tax bases decline or fail to keep pace with the growth experienced in newer
jurisdictions. Such communities often become dependent upon State governments for resources,
athough rurd and suburban representatives may be reluctant to provide such funds. The
decison at the State level about whether to direct resources towards deteriorated
neighborhoods will have amagor impact on results under this objective.

Even communities that are not experiencing sSgnificant deterioration face fierce competition from
newer communities that can provide newer homes, open space, and other amenitiesto their
resdents. However, to the extent that freedom to move is available only to those who can
afford it, low-income persons remain in and tend to become the mgority in older communities.

Neighborhood quaity and disparities between neighborhoods will be directly affected by State
and loca decisions to address growth issues. States, asregiond decison makers, have a
digtinct role in overcoming jurisdictiond disparities relating to economic devel opment,
infrastructure, housing and transportation. Several State governments have begun to adopt
smarter growth drategies that promote qudity of life improvementsin older communities.
Whether States adopt such policies will affect the outcomes under this objective.
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Means and strategies

HUD will continue efforts to reduce disparities among neighborhoods and between cities and
their suburbs, and to improve livability in al poor neighborhoods, both urban and rurd. HUD
will:
Focus CDBG funds and Section 108 loans on low- and moderate-income neighborhoods
to improve neighborhood conditions and infragtructure there.

Through the Consolidated Plan process, identify poorer areas and encourage communities
to use Federa grants and local resources for priority needs.

Ensure that more housing capitd is available to promote homeownership in underserved
aress by establishing suitable GSE goals.

Encourage use of FHA and Ginnie Mae resources in poorer neighborhoods to improve
housing conditions and raise homeownership rates there.

Revitaize badly distressed public housing projects through the HOPE VI program.

Focus an array of tools and the attention of public and private partners on distressed
communities through EZ/EC designation.

Through Community Builder efforts, encourage metropolitan-wide planning and
implementation of revitaization and growth Srategies, particularly in the areas of affordable
housing and job and workforce devel opment.

Clean up and redevelop underutilized, contaminated land through the Brownfields Economic
Development program.
Important new initiatives directed at this objective will strengthen city-suburb connections and
increase investment in distressed communities. Through them, HUD plansto:
Support smarter regiona growth sirategies, such as interjurisdictiona planning for growth
aress, reinvestment in built-up, infrastructure-rich areas, and regiona approaches to job and
workforce development through Regiond Connections.

Use loan guarantees to leverage private capita for large businesses seeking to locate or
expand into distressed urban and rura areas through a second year of funding for the
Americd s Private Investment Companies initiative.

Continue to make enhancements to the Community Empowerment Fund.

Train State and loca governments on Community 2020 mapping software, atool that
enables localities to identify and target resources effectively to distressed communities.
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Programs supporting Objective 4.2: Disparitiesin well-being among
neighborhoods and within metropolitan areas are reduced.

(Dollarsin Millions)

Program FY 1998 | FY 1999 | FY 2000 | FY 2001
act. act. est. est.
Community Planning and Development
Community Development Block Grants 4,675 4,743 4,781 4,900
Mississippi Deltalnitiative 0 0 0 [22]
Community and Interfaith Partnerships 0 0 0 [20]
Initiative
Community Development Loan [382] [432] [1,.261)* [1L217)°
Guarantees/Commitment Level
Community Development Loan 10 11 30 30
Guarantees/Program Account
HOME Investment Partnerships program 1,500 1,600 1,600 1,650
Urban Empowerment Zones 45 55 150
Regional Connections 0 0 25
Brownfields Redevel opment 25 25 25 50
America s Private Investment Companies {0} {0} {41} {1,000}
(APICs) Commitment Level
APICs Program Account 0 0 20 37
Public and Indian Housing
Public Housing Operating Fund 2,900 2,818 3138 3192
Public Housing Capital Fund 2,500 3,000 2,869 2,955
Revitalization of Severely Distressed Public 550 625 575 625
Housing
Housing
FHA:MMI Commitment Level {100,245} {123 546} {140,000} {160,000}
FHA:MMI Program Account 338 329 491 491
FHA :GI/SRI Commitment Level {15,513} {16,924} {18,100} {21,000}
FHA :GI/SRI Program Account 319 308 311 456

Note: Brackets reflect funding as a set-aside. Braces indicate loan commitments supported by the specified
program. Dollars shown represent the total for the program, not necessarily the amount devoted to this
objective.

% Loan demand is projected to increase as aresult of the established CEF “pool” and increasein CEF
fundingin FY 2001.
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Coordination with other Federal agencies

HUD participatesin the interagency White House Task Force on Livable Communities,
composed of federa agencies that have missions and resources that can affect the livability of
American communities. The Task Force focuses on policies that promote sustainable growth,
preserve open space, reduce congestion, improve schools, make neighborhoods safe and help
improve quality of lifein distressed communities. Through this Task Force HUD meets regularly
with 16 other federal agencies and White House staff to ensure that new and exigting initiatives
that address quality of life and other livability issues are integrated across agencies. HUD has
worked with other agencies on this Task Force to create new legidative, administrative, and
budgetary proposals designed to help reduce disparities in qudity of life anong communities.
Through the Task Force, HUD participates in the Partnership for Regiona Livability and
Community Partnership initiatives, which focus on providing more responsve, integrated, and
seamless federa assstance to communities that are implementing locally-driven livability
initiatives. HUD' s participation in this Task Force has dramatically improved policy
coordination with other agencies, such asthe Department of Transportation and the
Environmental Protection Agency, whose policies have a significant, direct impact on
community development. HUD’ s participation has helped ensure that the unique needs of older,
distressed communities are explicitly addressed in new livability policy proposas from the
Adminigration. It has aso helped improve the understanding of these needs by other agencies
participating on the Task Force.

HUD’swork on the Presdent’s New Mar kets I nitiative involves sgnificant interagency
coordination through the National Economic Council. Through the New Markets Initiative,
HUD has designed the API Cs to increase private invesment in high poverty areas. Working
with Treasury on tax incentives, SBA on smdl business financing, and EDA on economic
development grants, HUD will coordinate the APICs program. HUD bringsits expertisein
large-scale development, particularly development that links job crestion with other important
elements of community development.

As part of the multi-agency Community Empower ment Board headed by Vice Presdent
Gore, HUD has the lead on urban Empowerment Zone/Enterprise Communities. Inthisrole,
HUD designates urban EZ/ECs promotes participation in EZ/ECs by other agencies, and seeks
funding preferences and waivers for other agency programsin EZ/ECs. The 2001 budget
contains funding for Round 11 EZs and adds 10 new EZsfor athird round.

Performance goals

We aim to achieve these outcomes:
Stabilize or increase homeownership rates in older and distressed neighborhoods.
Decrease digparities in city/suburban housing values.

Increase economic and socid well-being in distressed neighborhoods affected by New
Market, CDBG, and HOPE VI investment.
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Improve opinions among low- and moderate-income residents about their neighborhoods.

Reduce the expansion of urbanized land to levels proportiond to population growth.
Make more capitd available to rehabilitate housing in distressed neighborhoods.
Increase the acreage of reclaimed and redevel oped brownfields.

A crosswak summarizing the programmetic output and outcome indicators we will use to
messure progress toward this objective follows.

Crosswalk for Strategic Objective 4.2:
Digparitiesin well being among neighbor hoods
and within metropolitan areas arereduced

Outcome Indicators

Programmeétic
Output Indicators

Externd Factors

4.2.1: The homeownership rate
in underserved neighborhoods
ceases to decline by 2005.

4.2.1.3: Household income
increases faster in New Market
neighborhoods than in other
neighborhoods.

4.2.1.5: The share of al
households located in
neighborhoods with extreme
poverty decreases from 1990
levels.

4.2.1.7: Neighborhoods with
substantial levels of CDBG
investment will show
improvementsin such
dimensions as household
income, employment, business
activity, homeownership and
housing investment.

4.2.1.9: Neighborhoods with
substantial levels of HOPE VI
investment will show
improvementsin such
dimensions as household
income, employment,
homeownership and housing
investment.

4.2.a Increase FHA single-family
mortgage lending in underserved
communities by 10 percent from
FY 1999 levelsto 494,000.

4.2.b: Fannie Mae and Freddie
Mac meet or surpass HUD-
defined geographic targets for
mortgage purchasesin
underserved areas.

4.2b.3: The HOPE VI
Revitalization Development
program for public housing
relocates 2,300 families,
demolishes 4,100 units, compl etes
12,000 new and rehabilitated units,
and occupies 11,100 units (also
appearsas 1.2.b).

4.2.b.5: EZsand ECs achieve local
goalsin six activities.

Unstable property valuesin
distressed neighborhoods create
incentives to purchase homes
elsewhere.
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Crosswalk for Strategic Objective 4.2:
Disparitiesin well being among neighbor hoods
and within metropolitan areas are reduced

4.2.2: Theratio of central city to
suburban median val ues of
owner-occupied homes
increases by 0.3 percentage
pointsto 78.6 percent in 2001.

4.2.3: Therate of growthin
urban land per decade or per
year decreases to be equal to, or
lessthan, therate of growthin
U.S. population between 2000
and 2005 (potential interagency
goal).

4.2.c: The share of Consolidated
Plans that contain measurable
performance goals for housing
activities and for community
development activitiesincreases
(also appearsas 5.1.c).

4.2.4: Among low- and
moderate-income residents, the
share with a poor or fair opinion
of their neighborhood
decreases in cities, suburbs,
and nonmetropolitan areas.

4.2.c.5: The number of
Neighborhood Revitalization
Strategy Areasidentified in
Consolidated Plansincreases.

4.2.d: The share of CDBG
entitlement funds that benefit low-
and moderate-income persons
remains at or exceeds 92 percent.

4.2.e: The share of State CDBG
funds that benefit low- and
moderate-income persons remains
at or exceeds 98 percent.

4.2.f: Among all CDBGdirect
beneficiariesidentified, the share
that have low incomes remains at
or exceeds 56 percent.

4.2.9: COPC granteeswill receive
an extra 20 percent in non-Federal
funds above the match amount
originaly claimed in their
application between the times
they start and complete their
projects.

Communities have discretion in
the types of activities undertaken
with block grant funds.

4.2.5: The capital used to
rehabilitate housing in
underserved neighborhoods
increases by 1 percent.

4.2.h: The number of single-family
properties rehabilitated under
Section 203(k) increases by 2
percent to 19,000.

4.2.i: The number of multifamily
rental unitsin underserved areas
newly insured by FHA increases
by 5 percent to 6,000.

The Community Reinvestment
Act createsincentivesto
increase private lending activity
in distressed neighborhoods,
resulting in estimated
commitments by private lenders
of atrillion dollarsto low-income
communitiesin the latter half of
the 1990s.

Market interest rates and rent
levels affect the volume of loans,
the location of developments for
which loans are sought, and the
level of default risk.

4.2.6: Through the use of the
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Crosswalk for Strategic Objective 4.2:
Disparitiesin well being among neighbor hoods
and within metropolitan areas are reduced

Brownfields Economic
Development Initiative and
Section 108 |oan guarantees, the
number of brownfield sites
being reclaimed and
redeveloped increases by 45 to
110 (potential interagency
indicator).

Performance goals are for FY 2001 unless otherwise noted.

Outcome Indicator 4.2.1:
The homeowner ship rate in under served neighborhoods ceases to
decline by 2005.

Indicator background and context. Thisindicator goes beyond HUD’s god of increasing
homeownership in centrd cities and aging inner suburbs to recognize the vaue of
homeownership in preventing neighborhood blight. Many communities use the CDBG and
HOME programs to stabilize and encourage homeownership. FHA Section 223(e) mortgage
insurance a so supports homeownership in underserved neighborhoods. This indicator tracks the
success of communities in dowing or reversing declining homeownership rates in underserved
neighborhoods, defined in metropolitan areas as census tracts either with aminority population
of 30 percent and median family income below 120 percent of the metropolitan area median, or
with median family income at or below 90 percent of area median (irrespective of minority
population percentage). A smilar definition of underserved gpplies to nonmetropolitan aress,
using counties rather than tracts.

Data sour ce. Bureau of Census, decennid Census and American Community Survey. Basdine
estimates using 1990 Census data will be created in FY 2000, and estimates using 2000 Census
datawill be availablein 2002. ACS annua data will support national summary estimates of
homeownership in identified tracts.

Limitations/advantages of the data. ACS will begin to collect rolling samplesin 2003, and
sample szeswill be sufficient to update determinations of underserved tractsin 2008.

Validation/verification of measure. The Bureau of Census hasrigorous data quaity
gandards, and it is not feasible for HUD to verify ACS dataindependently.
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Outcome Indicator 4.2.1.3:
Household income increases faster in New Market neighbor hoods
than in other neighborhoods.

Indicator background and context. Andysts have focused increasing attention on the
unfulfilled market potentia of poor neighborhoods and on the economic devel opment
opportunities they represent. HUD is playing acentra role in the interagency New Market
initiative to identify and develop the neighborhoods where opportunities and needs are greetest.
Thisindicator will assess the success of the New Market initiative in terms of whether people
who live in targeted neighborhoods advance economicaly at arate grester than other
comparison neighborhoods. The performance god for thisindicator will be determined following
andysis of basdine data and of methodological issues.

New Market neighborhoods are defined as census tracts where (1) the poverty rateis 20
percent or more; or (2) where 50 percent or more of families have incomes below the greater of
80 percent of metropoalitan area median family income or 80 percent of statewide median family
income.

Data Sour ce. Decennid Census, and beginning in 2003, the American Community Survey. In
FY 2002, HUD will contract with the Bureau of Censusto use 1990 and 2000 Census data to
determine the basdline income change in census tracts digible for New Market programs.

Limitationg/advantages of the data. The Census has the most reliable income data available
a the censustract leve, but they are available infrequently. Beginning in 2008, ACS will provide
tract-level data of amilar qudity every five years.

Validation/verification of measure. The Bureau of Census has rigorous data quality
gandards, and it is not feasible for HUD to verify Census or ACS data independently.

Outcome Indicator 4.2.1.5:
The share of all households located in neighborhoods with extreme
poverty decreases from 1990 levels.

Indicator background and context. The most recent data show that nationwide in 1998, 12.7
percent of al personslived in impoverished households, down from 13.3 percent in 1997.
However, poverty is not evenly distributed — State poverty rates varied from 9 percent to 23
percent — so in many neighborhoods the poverty rate is much higher. Areasthat are occupied
predominantly by poor families have expanded dramaticdly in both cities and suburbs over the
past two decades. Accumulating evidence shows that high-poverty neighborhoods can have
long-term negative impacts on upon residents, and especialy upon children whose experienceis
limited to poor neighborhoods. Children growing up in poverty-stricken neighborhoods have
few neighbors who can modd middle-class lifestyles and provide opportunity networks to
improve life-chances. Concentrations of poor families cregte tipping effects that drive avay
more and more middle-income households, reducing the tax base while increasing needs for
local services.
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Thisindicator ingtitutes tracking of progressin helping poor resdents find neighborhoods with
greater income diversity and in making poor neighborhoods more attractive to higher-income
familiesby FY 2001 and beyond. In 1990, more than one in five Americans lived in aress
defined by poverty rates of 20 percent or higher. Thisindicator uses extreme-poverty
neighborhoods, defined as census tracts where the poverty rate is 40 percent or higher. About
onein 25 persons lived in extreme-poverty areasin 1990 — but the share of households in these
areas will differ.

Data sour ce. From the Bureau of Census, the decennid Census and American Community
Survey. Basdline estimates using 1990 Census data will be obtained in FY 2000, and estimates
using 2000 Census data will be available in 2002.

Limitations/advantages of the data. The Censusis free of sampling error because it contains
results of interviews with every household, but is avallable infrequently. The ACS will havethe
advantage of providing tract-level estimates every five years beginning in 2008.

Validation/verification of measure. The Bureau of Census has rigorous data quality
gtandards, and it is not feasible for HUD to verify Census or ACS data independently. Although
the appropriate threshold for tipping effects from poverty concentration has not been definitively
edtablished, the 40 percent threshold used here is the highest threshold commonly used in the
literature on neighborhood outcomes.

Outcome Indicator 4.2.1.7:

Neighbor hoods with substantial levels of CDBG investment will show
Improvementsin such dimensions as household income, employment,
business activity, homeowner ship and housing investment.

Indicator background and context. Theimpact of Community Development Block Grants on
low-income neighborhoods is difficult to determine because grantees have extensve flexibility to
alocate funds according to loca needs and priorities. Thisindicator begins the process of fully
utilizing available data to eva uate program outcomes in impacted neighborhoods. The
performance gods will be determined following analys's of basdine data. |dentifying
concentrations of funding in individua neighborhoods may require aggregation of funding data
from three or more fiscd years.

Data sour ce. CDBG investment levels for years beginning in FY 1999 will be determined from
IDISDGMSfor activities with address data. The CDBG activities and funding will be matched
with census tracts and linked with data from the decennid Census, and with HMDA datain the
case of housing investment impacts. The American Community Survey will provide data
comparable to the Census.

Limitationg/advantages of the data. Grantees are not required to report addresses for some
activities. Some digible CDBG activities cannot be identified with geographic locations because
the activities are citywide or because the activities serve individuds. In some cities, CDBG funds
are distributed across digible areas uniformly without targeting particular neighborhood. HMDA
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data include both home purchases and rehabilitation activity, but represent only that portion of
housing investment that is financed with mortgages. ACS data will be available at the tract level
beginning in 2008.

Validation/verification of measure. The methodology for identifying meaningful thresholds for
“subgtantid investment” and for defining neighborhood boundariesis undetermined, and will
need careful vaidation. The Bureau of Census performs extensive data quality procedures on
Census data, and HUD will not verify the dataindependently.

Outcome Indicator 4.2.1.9:

Neighbor hoods with substantial levels of HOPE VI investment will
show improvementsin such dimensions as household income,
employment, homeowner ship and housing investment.

Indicator background and context. The HOPE VI Revitdization Partnership program is
HUD’s program with the greatest inherent potentia to bring concentrated improvement to low-
income neighborhoods with distressed public housing developments. The program encourages
partnerships with communities and housing devel opers to rebuild mixed-income neighborhoods
and transform lives where only extreme poverty existed. Thisindicator begins the process of
fully utilizing available data to eva uate program outcomes in affected neighborhoods. The
performance goas will be determined following analysis of basdine data

Data sour ce. HOPE VI investment levels will be determined from HOPE VI adminidrative
data. The addresses of existing public housing developments are known, and the addresses will
be matched with census tracts and linked with data from the decennid Census for household
demographic and economic data, and with HMDA data to determine housing investment
impacts. The American Community Survey will provide data comparable to the Census. MTCS
will provide additiond information about the characteristics and incomes of public housing
residents before and after redevelopment.

Limitationgadvantages of the data. Some HOPE VI developments may disperse public
housing resdents into scattered Site housing, making analysis of change more difficult. HMDA
data include both home purchases and rehabilitation activity, but represent only that portion of
housing investment that is financed with mortgages. ACS datawill be available at the tract leve
beginning in 2008.

Validation/verification of measure. The methodology for identifying meaningful thresholds for
“subgtantid investment” and definition of neighborhood boundariesis undetermined, and will
need careful vaidation. The Bureau of Census performs extensive data quality procedures on
Census data, and HUD will not verify the dataindependently.

143



HUD’s FY 2001 Annual Performance Plan

Programmatic Output Indicator 4.2.a: Increase FHA single-family mortgage
lending in underserved communities by 10 percent from FY 1999 levels to
494,000.

Indicator background and context. FHA’srole in the mortgage market is to extend
homeownership to families that otherwise might not achieve homeownership. There is subgtantia
evidence that lower income and minority neighborhoods are lesswell served by the conventiond
mortgage market than are more affluent and nonminority neighborhoods. FHA lending in these
nei ghborhoods increases the homeownership rate.

Whileit is extremey important that FHA |oans be available in underserved communities for
those who otherwise might not become homeowners, it is aso important that FHA be a
complement to, and not a subgtitute for, conventiond lending. A hedthy housing market requires
the avalahility of conventiond mortgages aswell. A god for increesng FHA lending in such
neighborhoods should not involve an increased FHA share of the total mortgage market in these
communities, but should be accompanied by increased conventiona lending as well.

FHA markedly increased lending in underserved areas in both FY 1998 and FY 1999. The FY
2001 performance god reflects an achievable target of continued high performancein an
economic climate that may moderate substantidly.

Data sour ce. FHA' s Consolidated

Single Family Statistical System (CSFSS, FHA Single Family Mortgage

|:42)_ Endorsements in Underserved Areas
Limitationg/advantages of the data. 600

HUD is not aware of significant deta 500 w4941 494

problems affecting this indicator.

Validation/verification of measure.
HUD verifies FHA data for underserved
communities by comparison with Home
Mortgage Disclosure Act data. FHA staff
verify angle-family mortgage transactions
using quality assurance sampling methods.

thousands
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Programmatic Output Indicator 4.2.b: Fannie Mae and Freddie Mac meet or
surpass HUD-defined geographic targets for mortgage purchases in
underserved areas.

Indicator background and context. One of the three public purpose godsthat HUD sets for
the housing GSEs involves increasing the share of mortgages purchased from “centrd cities,
rurdl aress and other underserved” areas. HUD' s definition of such areasis based on census
tracts with bel ow-average income and/or above-average shares of minority households. These
neighborhoods higtoricaly have been underserved by the mortgage market, as shown by high
mortgage denid rates and low mortgage origination rates. About haf of the population in
underserved aress live in central cities.
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Thus, success of the GSES in meeting

HUD-defined targetsis centra to meeting Fannie Mae Performance Relative to
the outcome god of gabilizing soo Geographic Target
homeownership in undersarved g %
neighborhoods. In July 1999, the 2 30% i 31%
Secretary announced that the 2 78’2%—‘\\ 27.0%
geographically targeted goal for FY 2000 | 5 °° !/o'm'm%
will be 29 percent and will incresseto 31 | § 20% 1212
percent of each enterprise’s total & eo : , , ,
mortgage volume for 2001 through 2003. 1996 1097 1998 1999 2000 2001
Data sour ce. HUD's GSE database. T ongages in underserved areas
Limitationgadvantages of the data.
The data are compiled directly from GSE Freddie Mac Performance Relative to
records on single-family and multifamily - Geographic Target
loan purchases. The data are based on 8 S%
caendar year rather than fiscal year S 30% 31%
lending. E o
Validation/verification of measure. £ 500 ¥
GSEs apply appropriate quaity control § -
messures to data elements provided to % ' ' ' '

i 1996 1997 1998 1999 2000 2001
HUD. HUD verifies the daathrough —+— mortgages in underserved areas
comparison with independent data “=— output goal

sources, replication of GSE goa
performance reports, and reviews of
GSE data quality procedures. GSE financid activities are verified by independent audits.

Programmatic Output Indicator 4.2.b.3: The HOPE VI Revitalization
Development program for public housing relocates 2,300 families,
demolishes 4,100 units, completes 12,000 new and rehabilitated units, and
occupies 11,100 units.

Indicator background and context. HOPE VI isamgor initiative to restore the troubled
neighborhoods that have grown up around large public housing devel opments. Housing
authorities work with communities to plan and implement plans by demolishing unsustaingble
developments and rebuilding in accordance with community-sengtive principles including
income mixing and defensible space. Thisindicator is the same as Programmatic Output
Indicator 1.2.b, which is discussed in detail under Strategic Objective 1.2 in the context of
increasing affordable housing for low-income households.
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Programmatic Output Indicator 4.2.b.5: EZs and ECs achieve local goals in
Six activities.

Indicator background and context. The Empowerment Zone/Enterprise Community program
isone of HUD' s primary tools for economic and community development in distressed
communities. The 89 designated communities develop their own performance plans for
revitaization of EZs and ECs and HUD awards grants on the basis of the quality of their plans.
Thisindicator reflects HUD’ s commitment to empowerment with accountability for its partners,
because communities are assessed in terms of the performance relative to the benchmarksin
their plans. Thisindicator is based on Implementation Plans completed during the performance
year. Each EZ and EC is assessed in terms of their performance relative to the output measures
identified in their plans. The data represent the percentage of communities achieving goasin
each category, where “achieving’ is defined as completing at least 95 percent of gods that each
grantee has identified in thelr Implementation Plan, measured at the time the plan is declared
complete,

Residents recelving homeownership assistance (Programmatic Output Indicator 1.1.k);

New and rehabilitated affordable housing units completed (Programmatic Output Indicator
1.2.0);

People served under homeless ass stance programs (Programmatic Output Indicator 3.1.d);
Residents served by socia service programs (Programmatic Output Indicator 3.2.a.5);
Residents that find gainful employment (Programmeatic Output Indicator 4.1.8);

Residents served by public safety and crime prevention programs (Programmatic Output
Indicator 4.3.9).

Data sour ce. CPD’s Performance Measurement System (PERMYS) for EZs and ECs based
on annua progress reports submitted by grantees following the June 30 program year end.

146



Goal 4: Improve Community Quality of Life and Economic Vitality

Limitations/advantages of

the data. Grantees report Percent of EZ/EC Communities
cumulative achievements to Achieving Planned Goals
PERMS, 0 messuring Goals | dentified in 1999 2000 2001
'ncr_ementd ProgresSrequUIreS | 1mplementation Plans (act.) (est.) (goal)
additiona analyss. Grantees
have the ability to reduce Residents receiving % 85% 0%
performance gods to reflect homeownership assistance
implementation difficulties and | New affordable housing 7% 80% 85%
loca benchmarks may not completed
ish high enough
faﬂ::js tg simulate Rehabilitated affordable housing 0% 5% 80%
. completed

outstanding performance.

. e . Homeless residents served by 100% 0% 0%
Validation/verification of
measure. Regulations homel ess assistance programs
establish criteriafor vdid locd Residents served by social 91% 90% 0%
benchmarks. Field saff verify service programs
asample of data entries Residents find gainful 81% 85% 90%
representing a majority of employment
program dollars for each
EZ/EC. An evauaion of the Residents served by public A% 9% 0%
EZ/EC program will provide safety and crime prevention
comparison data for programs

verificaion.

Outcome I ndicator 4.2.2:

Theratio of central city to suburban median values of owner-occupied
homes increases by 0.3 per centage pointsto 78.6 percent in 2001.

Indicator background and context. Red estate vaues capture many dimensons of qudity of
life, because people will pay more for homesin better neighborhoods. Thisindicator tracks the
differencesin red estate vaues between cities and suburbs. The ratio has falen steadily during
the 1990s, from 79.2 percent in 1991 to 78.1 percent in 1995. A risein city property values
relaive to suburbs implies that older central neighborhoods are becoming more desirable places
to live. HUD programs — such as HOME, CDBG, and Homeownership Zones — that promote
centrd city revitaization and homeownership are intended to increase demand in these
neighborhoods, increasing their vaue rdative to newer aress. The FY 2001 performance god is
based on projected accomplishment of 78.3 percent by 1999.
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Data sour ce. American Housing Survey,

conducted for HUD by the Bureau of Ratio of City/Suburb Median Home Values
Census. R

Limitations/advantages of the data. 2 970% OW% 78.6%
AHS data are available biemnially. HUD | § S7s% 6y 78198 T8 3%
expects that AHS datafrom 1999 will be | & ‘?%j 77%

available by the end of FY 2000 because | 8 E76%

of recent implementation of computer- 2 75% . . . .

aded interviewing. 1991 1993 1995 1997 1999 2001
Validation/verification of measure. e i

The Bureau of Census has qudity control

procedures in place for the AHS, including reinterviews of smal subsamples for quaity
assurance. HUD verifies AHS estimates by comparison with earlier surveys and by intermittent
structured comparisons with SIPP, CPS, or Censusdata. This indicator may require validation
to determine how to control appropriately for housing characterigtics.

Outcome Indicator 4.2.3:

Therate of growth in urban land per decade or per year decreasesto
be equal to, or lessthan, therate of growth in U.S. population between
2000 and 2005.

Indicator background and context. Sprawl in urban development is generaly acknowledged
to be undesirable and an inefficient use of scarce resources. It contributes to population lossin
central cities, loss of farmland and open space, expendve additions to infrastructure and traffic
congestion.

This potentid interagency indicator tracks the extent to which growth in the number of acres
located in urbanized areas diminishes to equd, or preferably even be less than, the growth in
U.S. population. According to thisindicator of sprawl, excessive conversion of land to urban
use has been falling, dthough the rate of growth in urban land still exceeded U.S. population
growth during the 1980s. Between 1970 and 1980, when population grew by 11 percent, the
amount of urban land grew by 37 percent. Between 1980 and 1990, population grew amost as
quickly asin the previous decade, by 10 percent, while growth in urban land areafdl to 18
percent, less than half that of the previous decade.

Between 1990 and 2000, U.S. population is projected to again increase by 10 percent.
Although growth in the land in urbanized areas should be less than 18 percent during the 1990s
because of smart growth initiatives, it is unlikdly that it will be aslow as 10 percent. To continue
progressin thisindicator, the goa for the 2000-2005 period isthat land area of urbanized areas
increase at arate |less than or equal to actua population growth — projected to increase by 4.5
percent during the 2000-2005 period, according to the most recent “middle” series of Census
Bureau projections.
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Data sour ce. EStimates of U.S. population are available annudly from the U.S. Census
Bureau, but at present urbanized areas, which are defined in terms of dendty, are only identified
once per decade. The American Community Survey will produce reliable estimates of
population by censustract a mid-decade, allowing redefinition of urbanized areas as of 2005.

Limitationsadvantages of the data. The data should be the most reliable available for this
purpose, despite the disadvantage of being available so infrequently.

Validation/verification of measure. The Bureau of Census has rigorous data quality
dandards, and it is not feasible for HUD to verify Census or ACS data independently.

Programmatic Output Indicator 4.2.c: The share of Consolidated Plans that
contain measurable performance goals for housing activities and for
community development activities increases.

Indicator background and context. Communities develop 5-year Consolidated Plans to
guide their use of CDBG, HOME, Emergency Shelter, and HOPWA grants. Grantees are able
to choose from awide array of activities, so the quality of planning for self-defined objectivesis
critica. Consolidated Plans that contain specific gods for housing and for community
development encourage community leaders to plan more carefully and to be more responsive
and accountable to citizens over the life of the plans.

Data sour ce. CPD’ s Grants Management Process (GMP) system. The basdine will be
determined in FY 2000.

Limitationgadvantages of the data. Qudlitative judgments about plan qudity are necessarily
subjective. CPD continualy seeks to improve the objectiveness of its assessment tools including
defining the parameters for measurement.

Validation/verification of measure. Plan assessments will be verified by random resampling
to determine the variance of scores.

Outcome Indicator 4.2.4:

Among low- and moder ate-income residents, the share with a poor or
fair opinion of their neighborhood decreasesin cities, suburbs, and
nonmetropolitan areas.

Indicator background and context. “Overdl opinion of neighborhood” is a proxy measure of
whether acommunity is agood place to live. Neighborhood satisfaction of low- and moderate-
income residents (incomes less than 80 percent of median) is especidly sgnificant to HUD
because of the statutory targeting of block grants. This indicator tracks opinion of neighborhood
separately for centrd city, suburban, and nonmetropolitan residents.

The FY 2001 performance goals reflect anticipated improvements by FY 2000, using 1999
data, and aim for proportionaly larger improvements for centra city neighborhoods. For this
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indicator, “poor or fair opinion of neighborhood” is defined as aresponse of 1 through 6 on a
10-point scde ng “overal opinion of neighborhood.”

Data sour ce. American Housing Survey, conducted by the Bureau of Census.

Limitations/advantages of the

data. AHS data are available SE‘;rreé’LiFf,??},dﬁ'f"ﬁévgi,ﬁ%g%°éoﬁr
biennially a5 national averages. HUD L ocation of 1997 1999 2001
expects that AHS data from 1999 Neighbor hood actual oot goal
will beavalable by theend of FY' | cigies 8%  3L0%  300%
.2000 because of recent . Suburbs 19.0% 18.6% 18.2%
|mpI ementation of computer-d ded Non-metropolitan areas 16.4% 16.2% 16.0%

interviewing. Levels of satisfaction
with the economy and with lifein
generd may cause fluctuations from year to year.

Validation/verification of measure. The Bureau of Census has quality control proceduresin
place for the AHS, indluding reinterviews of smal subsamples for quality assurance. HUD
verifies AHS estimates by comparison with earlier surveys and by intermittent structured
comparisons with SIPP, CPS, or Census data. For this indicator, HUD will compare results
with independent survey evidence regarding qudity of life and generd satifaction.

Programmatic Output Indicator 4.2.c.5: The number of Neighborhood
Revitalization Strategy Areas identified in Consolidated Plans increases.

Indicator background and context. Neighborhood Revitdization Strategy Areas (NRSAS)
are an optiond feature of Consolidated Plans. An evauation of the CDBG program showed
that a strategic focus on neighborhoods hel ped grantees achieve better results with grant dollars
compared with communities that spread funds more thinly. HUD has published two notices
regarding the identification of NRSAS, and provided training in the use of Community 2020
mapping software to delineate them. Approved NRSAs benefit from regulatory incentives
smilar to those that gpply in Empowerment Zones.

Data sour ce. CPD’ s Grants Management Process (GMP) system. The basdline will be
determined in FY 2000.

Limitationgadvantages of the data. Determination of whether to approve proposed NRSAs
requires qualitative and sometimes subjective judgments. CPD continudly seeks to improve the
objectiveness of its assessment tools including defining the parameters for measurement.

Validation/verification of measure. Plan assessments will be verified by random resampling
to determine the variance of scores.
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Programmatic Output Indicator 4.2.d: The share of CDBG entitlement funds
that benefit low- and moderate-income persons remains at or exceeds 92
percent.

Indicator background and context. Entitlement communities are required to use at least 70
percent of their Community Development Block Grant funds for activities that benefit low- and
moderate-income residents. CDBG grantees historically have exceeded this requirement, and
HUD has an interest in encouraging continuing strong performance in this area so the greatest
local needs are met.

Data sour ce. CPD program data compiled from Annua Performance Reports submitted by
grantees.

Limitations/advantages of the data. The corrdation of the share of CDBG that benefits low-
and moderate-income persons with the extent to which CDBG benefits the neediest
neighborhoodsis not high.

Validation/verification of measure. CPD fidd gaff verify program data when monitoring
grantees.

Programmatic Output Indicator 4.2.e: The share of State CDBG funds that
benefit low- and moderate-income persons remains at or exceeds 98 percent.

Indicator background and context. States are required to use at least 70 percent of their
Community Development Block Grant funds for activities that benefit low- and moderate-
income residents. CDBG grantees historically have exceeded this requirement, and HUD has an
interest in encouraging continuing strong performance in this area o the greatest loca needs are
met.

Data sour ce. CPD program data compiled from Annua Performance Reports submitted by
grantees.

Limitationg/advantages of the data. The correlation of the share of CDBG that benefits low-
and moderate-income persons with the extent to which CDBG benefits the neediest
neighborhoodsis not high.

Validation/verification of measure. CPD fidd saff verify program data when monitoring
grantees.

Programmatic Output Indicator 4.2.f: Among all CDBG direct beneficiaries
identified, the share that have low incomes remains at or exceeds 56 percent.

Indicator background and context. States and entitlement grantees are required to use at
least 70 percent of their Community Development Block Grant funds for activities that benefit
low- and moderate-income residents, as defined by geographic aress. Direct beneficiary
activities are those that benefit low- and moderate-income persons directly rather than serving a
geographic area. Direct beneficiary activitiesinclude “limited clientele’ activitiesthet serve a
group that is demonstrated or reasonably presumed to be at least 51 percent made up of low-
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and moderate-income persons. Other types of direct benefit activities are job creation and
retention and the provison and rehabilitation of housing.

An evauation has shown that in 1989 about one-third of al householdsin CDBG cities were
classfied as low income (below 50 percent of median), and of the CDBG funds spent for direct
benefit activities, 56 percent of dl of the beneficiaries were low income. Thisimplies that CDBG
recipients target CDBG benefits to low-income resdents at alevel greater than their proportion
of the population.

Data sour ce. Integrated Disbursement Information System and Departmenta Grants
Management System. Basdline estimates will be generated from DGMSin FY 2001.

Limitationgadvantages of the data. Grantees must document that a mgjority of beneficiaries
of housing and job programs meet low/mod income thresholds, and smilarly document limited
clientele activities unless the dientele can be generdly presumed to have low- and moderate-
incomes. Grantees may submit inaccurate data for a number of reasons including interna
record-keeping problems, data entry errors, or limited experience in usng HUD data systems.
Als0, because of certain statutory presumptive low/mod benefit provisions, somejob cregtion
and retention activities may qudify as meeting the low/mod benefit requirements without having
to collect household income data for employees hired to fill low and moderate income jobs.
Thus, data on low income beneficiaries will not be available.

Validation/verification of measure. CPD field staff monitor grantees on arisk-priority bass,
including checks to ensure that data reported in 1DIS correspond to source documents.

Programmatic Output Indicator 4.2.g: COPC grantees will receive an extra 20
percent in non-Federal funds above the match amount originally claimed in
their application between the times they start and complete their projects.

Indicator background and context: The Community Outreach Partnership Centers (COPC)
program provides funds to colleges and universities for awide variety of technica assstance
and gpplied research activities. The underlying purpose of these activitiesisto build a
community’s human infrastructure by building the capacity of community-based organizations
and to create a series of best practices that can serve as role models for other community-based
organizations and universities. Thisindicator will demongrate the satisfaction community-based
organizations, loca governments, foundations, private businesses, and the schools themsdlves
have with these activities by messuring new financial commitments to continue and expand the
work. In addition, because COPC funding is designed to be a stimulus for permanent
commitments to these kinds of activities by indtitutions of higher education, new funding sources
coming into these projects will demondrate the permanency of these activities. The basdine has
been established by the 16 COPC grantees whose grants closed in 1999, for whom non-
Federa resources represented 132 percent of the $4,951,000 originally committed.

Data sour ce. COPC adminidrative data, conssting of semiannua and fina progress reports
submitted by grantees, augmented in some cases by gpplications for the FY 1999 “New
Directions’ COPC competition.
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Limitationg/advantages of the data. Estimates reflect COPC grants that have closed since
the last performance reporting period. The vaue of more intangible contributions
(e.g., pro bono services) may tend to be inflated.

Validation/verification of measure. Financiad statements of grantees are subject to
independent audits. PD& R staff monitor grantees on arandom sample basis.

Outcome Indicator 4.2.5:
The capital used to rehabilitate housing in under served neighbor hoods
increases by 1 percent.

Indicator background and context. Historicaly, deterioration of aging and distressed
neighborhoods has been exacerbated by the unwillingness of private banks to extend credit in
declining neighborhoods. The Community Reinvestment Act promotes lending for rehabilitation
in such nelghborhoods, which is often combined with funding from HUD programs such as
CDBG and HOME. Thisindicator tracks the volume of private lending in underserved
neighborhoods, defined in metropolitan areas as census tracts either with a minority population
of 30 percent and median family income below

120 percent of the metropolitan area median, or with median family income at or below

90 percent of areamedian (irrespective of minority population percentage). A smilar definition
of underserved applies to nonmetropolitan areas, using counties rather than tracts.

Data sour ce. For lending data, the Home Mortgage Disclosure Act database. For
neighborhood characteristics, the decennid Census of Population, with future updates from the
American Community Survey. The basdine will be determined in FY 2000.

Limitationgadvantages of the data. HMDA data are available annualy. The 2000 Census
will be available in 2002 to update tract data. ACS datawill have sample Szes sufficient to
update tract data by 2008.

Validation/verification of measure. The Bureau of Census has rigorous data quality
gandards, and it is not feasible for HUD to verify Census or ACS data independently. No
comparable data support independent verification of HMDA data.

Programmatic Output Indicator 4.2.h: The number of single-family properties
rehabilitated under Section 203(k) increases by 2 percent to 19,000.

Indicator background and context. FHA’ s Section 203(k) program addresses the problems
that homebuyers often face when they want to buy a home that isin need of repair — ether firgt
mortgage financing is not available because the property does not meet code, or ese the buyer
has to obtain a high-cost second mortgage to finance the repairs. With a 203(k) insured loan,
both the property acquisition and the repairs can be financed in asingle loan a costs
comparable to those of afirst mortgage. This makes additiond existing homes affordable for
moderate-income families and improves older urban neighborhoods. The performance god is
based on projected accomplishments of 18,600 loansin FY 2000.
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Data sour ce. FHA’s Computerized
Homes Underwriting Management Single-Family Homes Rehabilitated with
System (CHUMS, F17), which tracks Sec.203(k)

single family mortgege insurance
goplications from initid receipt through
endorsement.
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Validation/verification of measure.
FHA performs computerized checks of
data qudity, and FHA daff verify loan
transactions usng qudity assurance sampling methods.

Programmatic Output Indicator 4.2.i: The number of multifamily rental units
in underserved areas newly insured by FHA increases by 5 percent to 6,000.

Indicator background and context. FHA insures loans for new congtruction and substantia
rehabilitation of multifamily rental units under Sections 221(d)(3), 221(d)(4), and 220, and risk-
sharing under 542(b) and (c). Section 223(f) insures mortgages for existing multifamily
properties, either to refinance an existing mortgage or to facilitate the purchase of a property. A
moderate amount of rehabilitation cost may be included in the mortgage. These programs
improve the qudity and affordability of rentd housing, and increesing their availability in
underserved neighborhoods will promote revitdization of those neighborhoods.

Thisindicator tracks the number of unitsin properties within underserved neighborhoods that
are newly endorsed by FHA.. To focus on newly financed housing, endorsements for refinanced
mortgages are excluded, as are Section 202 and Section 811 properties. Underserved
neighborhoods are defined in metropolitan areas as census tracts either with a minority
population of 30 percent and median family income below 120 percent of the metropolitan area
median, or with median family income at or below 90 percent of area median (irrespective of
minority population percentage). A smilar definition of underserved applies to nonmetropolitan
aress, using counties rather than tracts.

Data sour ce. For project locations, FHA’s DAP system. For tract poverty rates and minority
share, the Census of Population, updated with the American Community Survey. PD&R
determines which census tracts meet the definition of “underserved” for HUD’ srole in oversght
of Freddie Mac and Fannie Mae.
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Limitationg/advantages of the data.

HUD is not avare of significant deta Units in New Initial Multifamily
problems affecti ng thisindicator. Endorsements in Underserved Areas
Validation/verification of measure. » 15,000

FHA performs computerized checks of £ § 11,700

data quality, and FHA staff verify € g 10000 sy

multifamily mortgage transactions using 25 o000 \ 5,480 57548 6,042
quality assurance sampling methods. The | 3 &

Bureau of Census has rigorous data 5 o : - -

quaity sandards, and it is not feasible for 1997 1998 1999 2000 2001
HUD to verify Census or ACS data —+—underserved area endorsements

. —ll— output goal

independently.

Outcome Indicator 4.2.6:

Through the use of the Brownfields Economic Development I nitiative
and Section 108 loan guar antees, the number of brownfield sites being
reclaimed and redeveloped increases by 45 to 110.

Indicator background and context. The Brownfields Nationd Partnership Action Agenda
established a comprehensive Federa approach to redevelop contaminated or potentially
contaminated commercid and indudtrid land (brownfields) and return it to productive use. The
FY 1999 appropriations bill dso made cleanup and redevelopment of brownfields permanently
digible activitiesfor CDBG funds. In FY 2001, HUD estimates that brownfield funds will be
committed for gpproximately 45 sites. This potentia interagency indicator will track the progress
of this program in remediating environmental contamination and redeveloping brownfieds. The
FY 2001 performance goa is based on estimated achievement of 21 new sitesin FY 2000,
building on the 44 Sites being remediated with FY 1998 and FY 1999 funding.

Data source. DGMS, currently under development, will incorporate fields for CDBG grantees
to report brownfield Sites remediated and redevel oped with CDBGs, the Brownfields Economic
Development Initiative, and Section 108. The basdline will be established in FY 2001.

Limitationgadvantages of the data. Self-reported data are subject to distortion by grantees.
The definition of “brownfields’ may be subject to interpretation.

Validation/verification of measure. CPD fidd gaff verify program data when monitoring
grantees.
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Objective 4.3: Communities ar e safe.

Overview

One of the mgor success stories of recent years has been the steady drop in crime rates, both
nationally and in most large cities. Between 1991 and 1997, crimerates fell by

27 percent. From 1997 to 1998 done, the total crime index fell by 6 percent in citieswith
populations over 1 million, including an 11 percent reduction in murders and motor vehicle theft,
a 12 percent decline in robberies, and 14 percent drop in arson. The next largest group of cities
— those with a population between 500,000 and 999,999 — recorded a 9 percent reduction in
violent crime between 1997 and 1998. Buit further reducing crime is essentid to both the
individuad well-being of dl American citizens and the future of American cities. Surveys
congstently cite fear of crime as one of the mgor reasons that movers leave cities.

On aneighborhood scale, HUD sees reducing crime around public and assisted housing as
essentid to revitdizing these neighborhoods and retaining affordable housing. Experience
suggests that even actions to clean up neighborhoods by reducing trash and litter have the effect
of reducing crime rates, since disorder and crime frequently go hand-in-hand. Reducing crimein
public housing isahigh priority not only to revitaize public housing, but o because of the
public perception that links public housing to crime.

External factors

Many societd factors —including the age ditribution, unemployment, discrimination, family
problems, and socid inequdity —influence crime. Many federd, State and locdl players other
than HUD are involved in the effort to make communities safer.

Means and strategies

HUD’ s particular respongbilitiesin redizing this critica nationa objective are to enforce safety
standards and high standards of resident behavior in HUD-assisted housing, to demolish vacant
HUD-asssted structures that cannot be salvaged as safe and livable dwellings, and to promote
community-based crime prevention in partnership with local, State, and Federd actors. HUD
will continue to:

Enforce the Administration’s “one strike and you' re out” policy, screening applicants and
evicting resdents who commit crimes or peddle drugs, because living in public housing or
receiving housing assstance is a privilege, not aright.

Promote the Office of the Ingpector Generd’ s Operation Safe Home, which coordinates

crime reduction efforts of PHA residents and managers with those of Federa and locd law
enforcement agencies.
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Provide funding for the demoalition and revitdization of the word public housing

developments.

Reduce crimein public housing through Public Housing Drug Elimination Program (PHDEP)

Grants.

Build safer communities by promoting residency by law enforcement officersin distressed

communities through the Officer Next Door program.

Participate in the Adminidration’s crime prevention initiaives, including Community
Oriented Policing Services and the Community Prosecutors Initiative.

Participate in gun buy-backs through loca police departments as part of anationd crime

prevention initiative to prevent violence.

Modernize public housing with operating and capital funding.

HUD’sFY 2001 budget requests an important new way in which HUD and its partners can
advance this objective: the government-wide Anti-Drug Diverson Program to help steer youth
away from drugs and into long-term employment. The expanded funds requested for Y outhbuild

will aso contribute to thisgod.

Programs supporting Objective 4.3: Communities ar e safe.

(Dollarsin Millions)

Program FY 1998 | FY 1999 | FY 2000 | FY 2001
act. act. est. est.

Community Planning and Development
Community Development Block Grants 4,675 4,743 4,781 4,900
Y outhbuild [35] [43] [43] [75]
Public and Indian Housing
Housing Certificate Fund (Sec. 8 Project- 11,322 10,327 11,481 14,128
based & Tenant-based)
Public Housing Operating Fund 2,900 2,318 3138 3,192
Public Housing Capital Fund 2,500 3,000 2,869 2,955
HOPE VI Revitalization of Severely Distressed 550 625 575 625
Public Housing
Drug Elimination Grants/Anti-Drug Diversion 310 310 310 345
program
Community Gun Safety and Violence 0 0 0 [30]
Reduction
Housing
FHA:GI/SRI Commitment Level {15,513} {16,924} {18,100} {21,000}
FHA:GI/SRI Program Account 319 308 311 456
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Program FY 1998 | FY 1999 | FY 2000 | FY 2001

act. act. est. est.
Officer Next Door* 0 0 0 0
Neighborhood Networks 0 0 0 0

Note: Bracketsreflect funding as a set-aside. Braces indicate loan commitments supported by the specified
program. Dollars shown represent the total for the program, not necessarily the amount devoted to this
objective. The funding for the Housing Certificate Fund does not include any Rescissions or Advanced
Appropriations.

* Providesincentives for police officersto live in the communities where they work by offering a 50-percent
discount on the purchase of HUD-owned foreclosed propertiesin locally designated revitalization areas.

Coordination with other Federal agencies

An interagency effort particularly relevant to this god isthe Office of National Drug Control
Palicy’ s Interagency Demand Reduction Working Group. HUD has worked with this
group since its inception in support of education and trestment to reduce the demand for illegd
drugs.

HUD ds0 has severd interagency agreements with the Department of Justice. Examples
include: an agreement with the Nationd Inditute of Justice to evaluate drug dimination
drategies, an agreement with DARE (Drug Abuse Res stance Educetion) to provide training and
technica assstance for teensin public housing developments; and an agreement that provides
public housing agencies accessto Nationa Crime Information Center data.

Performance goals
We aim to achieve these outcomes:
Decrease the share of households who report that there is crime in their neighborhoods.

Improve the perception of neighborhood security among public housing residents in projects
served by PHDEP grants.

Increase the share of PHAs with PHDEP grants that achieve their crime-reduction goals.

Decrease the share of centrd city residents reporting accumulations of trash on their streets,
because vighly distressed neighborhoods become a magnet for crime.
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Communities are safe

Crosswalk for Strategic Objective 4.3:

Outcome Indicators

Programmeatic
Output Indicators

Externd Factors

4.3.1: The share of households
reporting “crimein
neighborhood” declinesby 0.2
percentage points to 16.8 percent
in 2001 (potential interagency
indicator).

4.3.2: Among residents of public
housing developments targeted
by PHDEP grants, average
satisfaction regarding
neighborhood security increases.

4.3.2.3: For amajority of Public
Housing Authorities receiving
PHDEP grants, the number of FBI
Classified Part | crimes continues
to decrease at an equal or greater
ratein PHA propertiesthanin the
localitiesin which they are
located.

4.3.2.5: The share of housing
authorities with PHDEP grants
who achieve their crime reduction
goalsincreases.

4.3.a At least 90 percent of EZs
and ECs achievelocal goalsin
serving residents with public
safety and crime prevention
programs (see table under
4.2.h5).

Crime rates have been declining
in general because of changing
demographics, the ebbing of the
crack trade, and improvementsin
law enforcement strategies.

Changesin national economic
conditions and drug usage and
distribution, aswell aslocal
fluctuationsin crime patterns and
law enforcement, may affect
crime reduction outcomes.

4.3.3: The share of central city
households reporting
accumulations of trash, litter, or
junk on the streets decreases by
0.4 percentage pointsto 15.0
percent in 2001.

Performance goals are for FY 2001 unless otherwise noted.

Outcome Indicator 4.3.1:
The share of households reporting “crimein neighborhood” declines
by 0.2 percentage pointsto 16.8 percent in 2001.

Indicator background and context. Crimeis one of the most important factors motivating
decisonsto flee an area. CDBG grantees have flexibility to use a portion of block grantsto

enhance public safety and security, both with physicd facilities and with equipment and services
benefiting digible areas. Housing authorities use Drug Elimination grants to control crime near
public housng developments, and aso use capitd grant funds for security and safety programs.
Thisindicator measures the impacts of crime on qudity of life for the nation asawhole. In 1997,
17.2 percent of households reported crime in their neighborhoods. The FY 2001 god is based
on achieving the revised FY 2000 goal of 17 percent based on 1999 data.
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Data sour ce. American Housing Survey,

conducted for HUD by the Bureau of Households with Crime in Neighborhood
Census. < 18%

Limitations/advantages of the data. %

Nationa AHS data are available 5 1795 dr2Y 17.0% 16.8%
biennidly. HUD expectsthat AHS data g

from 1999 will be available by theendof | 5

FY 2000 because of recent 16% '

impl ementation of CompUta_d ded = —|—crime?: ?\Zi hborhood -
interviewing. Modifications to the survey —%—guicome gou

question regarding crime improved the
qudity of responsesin the 1997 survey, but prevent comparisons with 1995 and earlier surveys.
AHS sample sizes are insufficient to support detailled locd andyss.

Validation/verification of measure. The Bureau of Census has quality control proceduresin
place for the AHS, indluding reinterviews of smal subsamples for quality assurance. HUD
verifies AHS estimates by comparison with earlier surveys and by intermittent structured
comparisons with SIPP, CPS, or Census data.

Outcome Indicator 4.3.2:

Among residents of public housing developments targeted by PHDEP
grants, aver age satisfaction regarding neighborhood security
Increases.

Indicator background and context. The Public Housing Drug Elimination Program provides
grants to housing authorities and resident management councils for initiatives to reduce crime.
Typicd grants fund security personne, physical investments promoting security, and drug
treatment and other services at targeted housing developments. This indicator tracks the success
of this program in solving crime- and drug-related problems in public housing and surrounding
neighborhoods, as measured by the satisfaction of assisted residents with their environment.

Data sour ce. Grantee-administered resident surveys, mandated under PHDEP. The results of
the FY 1999 surveyswill be dectronicaly submitted in early 2000.

Limitationg/advantages of the data. The surveys are administered before and after
implementation of grant-funded drug eimination programs. Surveys may not control effectively
for externd causes of change in neighborhood crime patterns, such as declinesin municipd
crime rates overdl or tactical innovations by police. Isolated incidents may creste short-term
digortionsin long-term tenant satisfaction.

Validation/verification of measure. HUD d<so is assessing a broader sample of residents
regarding perceptions of safety, through anew survey administered for REAC's Resident
Satisfaction Assessment Subsystem (RASS), and results from RASS surveys will be used to
verify PHDEP survey results.
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Outcome Indicator 4.3.2.3:

For amajority of Public Housing Authorities receiving PHDEP grants,
the number of FBI Classified Part | crimes continuesto decrease at an
equal or greater ratein PHA propertiesthan in thelocalitiesin which
they arelocated.

Indicator background and context. Part | Crimes condtitute the Crime Index of the FBI's
Uniform Crime Reports (UCR). They include the violent crimes of homicide, rape, robbery, and
aggravated assault. The Index aso includes the property crimes of burglary, larceny, and auto
theft. Locdlities dso submit available data on arson. HUD has collected Part | data from the top
100 housing agencies for the last few years and compared it to citywide crime data. The FBI
estimates that gpproximately 70 percent of homicides are firearm related, as are gpproximeately
23 percent of aggravated assaults and 40 percent of robberies. All three of these categories are
relaied to illegd drug trafficking.

Approximately 17,000 city, county, and State law enforcement agencies representing 96 percent
of the U.S. population currently participate in the UCR system. These law enforcement agencies
submit Uniform Crime data to track a variety of crimind activities. HUD hasworked closdy
with the Department of Jugtice on developing a system for tracking crime in public housing
communities that receive Public Housing Drug Elimination Program (PHDEP) grants. PHDEP
meakes funding available to Public Housing Agencdies to assst in reducing and diminating drug
related and violent crime in public housing. Eighty percent of the 1998 grantees were adle to
submit corresponding data on crime in their public housng communities. The Department
expects this reporting rate to increase because of a strong Departmental focus on upgrading the
data collection capacity of participating PHAs and their local law enforcement partners.

Data sour ce. Drug Elimination Reporting System (DERS), induding UCR crime data compiled
by locd law enforcement agencies. Beginning July 1, 1999, adl PHDEP grantees were required
to submit their ssmiannua reports eectronicaly usng DERS, which replaced narrative progress
reports. The new system requires grantees to report on their progress toward reaching
messurable gods, including crime reduction gods, which they will establish for each of the
various dements of their drug eimination programs.

Limitationg/advantages of the data. Data are submitted directly from the PHAsusng UCR
crime data compiled by locd law enforcement agencies. Data accuracy will depend on
consistent and accurate reporting by both law enforcement agencies and PHAS.

Validation/verification of measure. HUD will not verify dataindependently. Citywide
comparative data are collected by the FBI, which is currently conducting a voluntary Quality
Assurance Review pilot for the UCR program.

161



HUD’s FY 2001 Annual Performance Plan

Outcome Indicator 4.3.2.5:
The share of housing authoritieswith PHDEP grants who achieve
their crime reduction goals increases.

Indicator background and context. To monitor the results of the PHDEP program asiit
undergoes a conversion from competitive grants to formula grants, HUD has developed an
Internet-based semi-annua performance reporting system. Grantees identify locally-important
performance goas, and they must enter results in the system before they can draw down future
grants.

Police departments in most metropolitan areas where PHAS receive PHDEP grants have
implemented geographic information systems (GIS) to effectively focus police resources on
crime hotspots. PHASs can use PHDEP funds in partnership with police to use GISto track
crime and to demondirate crime reduction outcomes for public housing residents and their
neighborhoods.

Data sour ce. PIH Drug Elimination Reporting System (DERS), containing semi-annua reports
submitted eectronicaly by grantees. The FY 1999 reports will be submitted in early 2000, and
the FY 1999 basdline and performance goals for FY 2000 and FY 2001 will be determined on
the basis of these reports by mid-2000.

Limitations/advantages of the data. The localy-determined goadswill not support
standardized comparisons of progress relative to other grantees. The leve of effort that
specified gods require may vary, and grantees may have incentive to define easily obtainable
gods. The rdationship of reporting to drawdown of funds encourages complete reporting.

Validation/verification of measure. Housing authorities are required to demongtrate the
validity of proposed measures for assessing effectiveness of PHDEP-funded activities. Field
gaff monitor the timeliness, thoroughness and vdidity of performance information.

Programmatic Output Indicator 4.3.a: At least 90 percent of EZs and ECs
achieve local goals in serving residents with public safety and crime
prevention programs.

Indicator background and context. The Empowerment Zone and Enterprise Community
programisone of HUD's primary tools for economic and community development in distressed
communities. Many EZ/EC Implementation Plansinclude loca godsto prevent crime, enhance
law enforcement and improve public safety. Thisindicator is discussed fully and dl EZ/EC
performance data are presented under Programmatic Output Indicator 4.2.b.5, which supports
Strategic Objective 4.2, “ Digparities in well-being among neighborhoods and within
metropolitan areas are reduced.”
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Outcome Indicator 4.3.3:

The share of central city households reporting accumulations of trash,
litter, or junk on the streets decr eases by 0.4 per centage pointsto 15.0
percent in 2001.

Indicator background and context. Accumulations of trash and junk create hazards to public
hedlth and safety by supporting vermin and by endangering pedestrians and motor traffic. Visbly
distressed nelghborhoods become amagnet for crime. Communities have flexibility to use
CDBG funds for neighborhood improvement. Community Builders will encourage cities to
improve the physical safety and visuad appearance of neighborhoods.

In FY 1997, 15.8 percent of central city households reported accumulations of trash within 300
feet of their units. The FY 2001 god is based on projected accomplishments of a 0.4
percentage point reduction in the 1999 survey data.

Data sour ce. American Housing Survey,

conducted for HUD by the Bureau of Central City Households Living with
Cenaus. Accumulations of Trash in Streets
Limitationgadvantages of the data. §> 1 s e

AHS dataare published biennidly. HUD | £ £ 4%

expects that AHS datafrom 1999 will be | § 15% .\is'O%
available by the end of FY 2000 because  |£ 2

of recent implementation of computer- 3 o :

aded interviewing. Changesin the survey 1907 1999 5001
instrument make estimates from pre1997 —&—accumulations of trash in streets
surveys uncomparable. —®—outcome goal

Validation/verification of measure.
The Bureau of Census has quaity control proceduresin place for the AHS, induding
reinterviews of smal subsamples for quaity assurance.
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STRATEGIC GOAL 5:
ENSURE PuBLIC TRUST IN HUD

Strategic Objectives:
5.1 HUD and HUD’s partners effectively deliver resultsto customers.

5.2 HUD leads housing and urban research and policy development nationwide.

For the Department to achieve its mission, it must continualy demondrate thet it has the
organizationa competence and capacity to ddiver effective and responsive programs and
services to the public. HUD’ s ssewardship of the hillions of taxpayers dollars it administers must
be credible, and earn the confidence of Congress and the public.

The scope and complexity of this stewardship is evidenced by the chalenges HUD facesto
utilize its budgeted resources and 9,300 employees to more effectively deiver and control vitaly
needed housing and community development programs that represent $32 billion of annud
grant, subsidy and loan expenses, $102 billion of long-term contractuad commitments, $425
billion of mortgage insurance risk exposure, $3.3 billion of HUD-held mortgage notes, $3.6
billion of HUD-owned red estate, and $542 hillion of mortgage-backed securities risk
exposure.

The HUD 2020 Management Reform Plan fundamentally overhauled HUD’ s programs and
operations to make them more efficient and respongive. The 2020 reforms, as implemented,
ensure that tax dollars are used properly and effectively, that programs accomplish what they
promise, and that HUD will do more with lessand do it better. The plan’s reforms were
designed to help communities thrive by making HUD’ s resources more eesly accessible and by
giving people the tools they need to succeed as individuads and communities.

HUD is dso continuing to better target its research efforts towards timely and relevant policy
issues and evauation of HUD programs that supports performance measurement under GPRA.

Objective5.1: HUD and HUD' s partners effectively deliver
resultsto customers,

Overview

The Department is proud of the progress made to date in addressing its management chalenges
and making HUD a high-performing agency. The improvements are reflected in red
performance accomplishments and have created a Department that works. Specific areas of
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progress, which are more fully discussed at the end of this chapter, include resource alocation,
data improvement, compliance and monitoring activities, enforcement activities, and
procurement reforms. These efforts dovetall with the Department’ s establishment of
performance-based systems for HUD' s programs and performance-based requirements for
HUD’ s managers.

HUD has adopted a businesdike structure to better achieve its public purposes —to better
support its partners and its own lines of business. The new structure has defined aclear mission
divided into identifiable functions for each separate businessline. It has centralized some
operations to redlize economies of scale while decentralizing newly enhanced customer

ass stance functions to improve service ddivery and innovation. It makes better use of
technologica advances to improve efficiency in both front-line service delivery and back-office
processing centers, while making information on HUD’ s programs and resources more widely
available through the Internet and other technology. 1n addition, HUD has pushed its Strategic
Plamning activities down to the fidd office leve, by establishing interna annua Business and
Operating Plars, directly linked to the APP, for each of its field and headquarters offices.

Through its Financid Systems Integration Project, HUD dramatically improved the financid
cgpabilities of the Department, starting with the complete modernization and integration of
previoudy outdated, multiple financid sysemsinto asingle financia system that reflects sate-of-
the-art capabilities. This has aready resulted in afirgt-time clean and approvable audit of the
Department’ sfinances. The accuracy and usefulness of financid reporting for HUD' sinsured,
asssted and public housing have been vastly improved through the newly established Section 8
Financid Management Center, the Single Family Homeownership Centers, and the Multifamily
HUB and Program Centers.

HUD is examining the financid conditions of the entire public and asssted housing inventories
through the Real Estate Assessment Center and the Enforcement Center. These streamlined
efforts are becoming models for smilar kinds of assessments donein private industry and will
give the Department a clear understanding of the financia conditions of these housing providers
and produce the kinds of remedid actions needed.

The HUD Traning Academy has used a sophigticated mix of multimedia distance learning and
on-the-job training to develop new employee skills in information systems managemert,
procurement, civil rights enforcement, asset development and management, program and real
estate adminigtration, and economic development and customer service.

The Community Builders serve as HUD' s link to communities. They asss communitiesin
identifying their needs, and develop action plans that cross program lines to meet community
needs. HUD is empowering its partners in communities through provision of new technology
tools and through new partnerships a the national and local levels.

The Department is currently working with National Academy of Public Adminigtration (NAPA)
to develop the optimum methodology for resource management throughout the Departmen.
Thistool will enable the Department to effectively estimate, dlocate, and monitor its workforce
resources. At the sametime, HUD is putting new emphasis on enforcement of contractua
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obligations by HUD’ s agents and is implementing a broad set of performance measuresto
ensure that communities are meeting program objectives and using program resources
appropriately.

Quadlity assurance and data integrity are part of the development and verification of performance

measurement data. Throughout this Plan, vaidation and verification efforts have been described
in the context of performance indicators.

The Department has aso dramatically improved its procurement procedures and operations.
HUD has ingdled a Chief Procurement Officer, who reports directly to the Deputy Secretary.
Key procurement reforms include; establishing a Contract Management Review Board to
review and approve each program office s strategic procurement plan and individua contracts
exceeding $1 million; requiring legd reviews and inputs on sgnificant contract actions;
designating 81 gaff to perform full-time Government Technica Representative (GTR) duties,
implementing a GTR Cettification Program to train GTRs in contract oversght and monitoring.

HUD is committed to quaity management of its programs and has established this Srategic
objective, with related performance goa's and measures, to ensure that HUD remains focused
on the continuous improvement of the organization and functions and on producing results for
customers.

External factors

The large number of HUD agents and grantees implementing HUD’ s programs in the field
greatly complicates monitoring and performance measurement. The assumption underlying
grants digtributed by formulais that local housing needs and market conditions make local
choices of activities most cost effective, but devolution to local strategies complicates
monitoring. The Department isinvesting staff and resources towards better exploiting the
possihilities of eectronic monitoring and expanding on-sight monitoring, and is developing new
roles for independent auditors.

Means and strategies

Continued attention to upholding the public trust in HUD is crucid to the future of the agency.
HUD will act to:

Build upon the successful implementation of HUD 2020 through the new Red Edtate
Assessment Center and teamwork between Community Builders and Public Trust Officers.

Support accomplishment of HUD’ s APP by helping dl HUD managers shape business and
operaing plansthat achieve results for customers and locd communities.

Expand the customer service impacts of HUD 2020 by building more storefront offices,
ingaling dectronic kiosks and sharing best practices for housing and community
development across the country.
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Through REAC, rate the qudity of single family appraisers and work with the Enforcement
Center to remove poor appraisers from the FHA appraisa regidry.

Through REAC, rate the performance of Independent Public Accountants that perform
financid audits of PHA and multifamily assisted properties and work with the Enforcement
Center to debar poor performing CPAS.

Train employees and improve equipment for higher productivity.

Conduct regular surveys of employees, partners, and customers regarding experience with
2020 reforms, and use results to target program enhancements.

Through REAC, rate key partners, including PHAs and private owners of asssted housing,
for financid management and physical upkeep, take remedia actions as necessary, and
focus on improvements by low performers.

Increase the effectiveness of Consolidated Plans in promoting high performance.

Increase citizen access to information on HUD programs and their loca implementation,
both through citizen participation in the Comprehensive Plan process and through electronic
means such as Community 2020 mapping software and HUD’ s award-winning World
Wide Web home page.

Improve data quaity and certify compliance of program data syslems with OCIO
standards.

Implement a new performance based appraisal process for al managers and executives that
links performance objectives and standards to Strategic goas and objectives.

Put in place a sound internd management process that ties the full cycle of management
operations to HUD’ s strategic objectives — long-range planning, annud planning, budgeting,
operationa plans, management oversght and performance evauation.

Programs supporting Objective 5.1: HUD’ sworkfor ce and partners are empower ed,
capable, and accountable for results.

(Dallarsin Millions)

Program FY 1998 | FY 1999 | FY 2000 | FY 2001
act. act. est. est.
Management and Administration
Salaries and Expenses* 1,005 990 1,005 1,04

* |ncludes Salaries and Expense Appropriation and transfers from FHA, Ginnie Mag, and CPD.

Performance goals

To measure progress toward these objectives, HUD ams to:
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Empower HUD employees and increase their ratings of persona and organizationd
effectiveness.

Increase the capability of HUD partners.

Reduce the share of asssted rentersliving in public and Indian housing or Section 8 units
managed by PHASs deemed “troubled.”

Reduce the share of households living in multifamily properties that have substandard
financa management.

Achieve improvements in HUD’ s automated data quaity systems that are recognized by
users and rating entities.

Increase satisfaction of HUD customers with HUD' s service.

FY 2001 goals for these outcomes and key indicators of programmatic outputs follow.
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Crosswalk for Strategic Objective 5.1:
HUD and HUD's partners effectively deliver resultsto customers

Outcome Indicators

Programmatic
Output Indicators

Externd Factors

5.1.1: HUD' sworkforceis
empowered, capable and focused
on results.

5.1.a.0: HUD continuesto receive
unqualified audit opinions.

5.1.a HUD increases overall work
force diversity by raising the
representation of under-
represented groups.

5.1.b: Ensure that contractors
produce results by increasing
annual obligations under
contracts with performance-
based features by 25 percent to
$30 million.

Adequate staff levels and
appropriations may not be
provided to HUD.

Restricted outside recruitment
and hiring dueto limited
financial resources can
adversely impact the
Department’ s ability to improve
its representation of minorities
and women in the work force.

5.1.2: HUD partnersare
empowered, capable and focused
on results.

5.1.c: The share of Consolidated
Plans that contain measurable
performance goals for housing
activities and for community
development activities increases
(also appearsas4.2.c).

5.1.d: Among Consolidated Plan
grantees, 100 percent are
reviewed remotely and 20 percent
arereviewed onsite for
compliance with their plans.

5.1.e The number of CDBG
entitlement grantees that fail to
meet regulatory standards for
timeliness of expenditure
decreases by 10 percent to 179.

Thelarge number of HUD
agents and grantees vastly
complicates monitoring and
performance measurement.

Devolution of decisions
regarding priority needs and
preferabletoolsto local
granteesis appropriate for
CDBG, HOME, and other grant
programs because of the variety
of housing market conditions,
but complicates monitoring and
performance measurement.

5.1.3: The average satisfaction of
assisted renters and public
housing tenants with their overall
living conditions increases.

5.1.4: The share of public housing
units managed by troubled
housing authorities decreases by
5 percentage points.

5.1.5: The share of tenant-based
Section 8 assi stance managed by
troubled housing authorities
decreases by 5 percentage points.

5.1.6: Among householdsliving in
public housing and subsidized
multifamily properties, the share
living in devel opments that have
substandard financial
management decreases by 5
percentage points.

5.1.7: The share of unitsthat meet

5.1.f: The unit-weighted average
PHA Sscore increases.

5.1.g: The household-weighted
average SEM AP score increases.

5.1.h: The share of tenant-based
Section 8 assistance managed by
housing authorities that score
highly for income verification
increases.

5.1.i: The share of tenant-based
Section 8 assistance managed by
housing authorities that score
highly for determination of rent
reasonableness increases.

5.1.j: The share of households for
which rent determinations are
correct increases for public
housing and for project-based
Section 8.
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Crosswalk for Strategic Objective 5.1:
HUD and HUD's partners effectively deliver resultsto customers

HUD-established physical 5.1.k: Among high-risk or
standards increases by 1 troubled multifamily projects
percentage point to 64 percent of | referred to EC, the share that
public housing unitsand 79 have aged pending enforcement
percent of assisted multifamily and the share that have aged
units (also appears as 1.3.3). during enforcement processing
5.1.8: The average number of life- | Will decrease (also appearsas
threatening health and safety 12.0).

deficiencies observed per 100
properties inspected decreases by
10 percent annually between 1999
and 2001, from 100.8t0 81.7 in
public housing and from 95.3 to
77.2 in assisted multifamily

housing (also appears as 1.3.4).

5.1.9: HUD automated data 5.1.L.1: By theend of FY 2001, an | Development and improvement
systems arerated highly for increased number of mission- of electronic monitoring
usefulness, ease of use, and critical data systemswill earn systems can disrupt and
reliability. dataquality certificationsbased | confuse established patterns of

on objective criteria. reporting at first during

5.1.L.5: Office of Housing field growing pains.
staff review astatistically valid
sample of transactionsin each of
seven categories for compliance
with data quality standards.

5.1.m.1: The share of HOME-
assisted rental units for which
occupancy information is
reported increases by 5
percentage points to 80 percent.

5.1.m.5: The share of completed
CDBGactivitiesfor which
grantees satisfactorily report
accomplishments increases to 90
percent.

5.1.n: Sanctions are taken or
forbearance is granted for cause
for every PHA that reports less
than 85 percent of its program
recipientsinto the MTCS
according to MTCS standards.

Performance goals are for FY 2001 unless otherwise noted.

Outcome Indicator 5.1.1:
HUD’sworkfor ce is empower ed, capable and focused on results.
Indicator background and context. Theimplementation of management reform has changed

HUD’s organization and everything about HUD' s culture, moving the focus from process to
customer-driven results. To support continued empowerment that serves customers, we will use
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periodic employee surveysto ensure that staff are satisfied, that they know who their customers
are and what their mission and gods are, and that they have the authority, skills, tools and
internal relationshipsto do their jobs.

Data sour ce. A new biennia employee satisfaction survey will be developed and administered
by PD&R in 2001 to assess ongoing impacts of HUD 2020 management reform.

Limitations/advantages of the data. Sources of satisfaction or dissatisfaction may be difficult
to identify, and asingle policy or event may satisfy some employees and disstisfy others.
Therefore the performance god will establish an acceptable level of employee satisfaction to
attain over time rather than congtantly increasing satisfaction.

Validation/verification of measure. The survey instrument will be pretested to determine
appropriate validation and verification procedures.

Programmatic Output Indicator 5.1.a.0: HUD continues to receive unqualified
audit opinions.

Indicator background and context. In FY 1999, auditors issued an unqualified or “clean”
audit opinion on HUD's FY 1998 financid statements, reflecting substantia progressin
resolving issues that resulted in quaified opinions for previous audits. This accomplishment
represents amgor milestone in HUD' s efforts to improve financid data systems and internd
controls, and shows the impact of management reforms upon HUD' sinternd culture and
organizationa performance. HUD intends to make further improvements in these areas to build
upon this success.

Data sour ce. Audits are performed by independent auditing firms using Federd standards.

Limitationgadvantages of data. Audits are Inspector Generd determinations of the
soundness of data systems and internd controls.

Validation/verification of measure. Federal audit standards are prescribed and reviewed by
OMB.

Programmatic Output Indicator 5.1.a: HUD continues to improve the
workforce to reflect the nation’s diversity by increasing the representation of
under-represented groups by 0.3 percentage points.

Indicator background and context. It isthe policy of HUD to prohibit discrimination in
employment because of race, color, religion, sex, nationa origin, age, and disability, and to
promote the full redization of equa employment opportunity through a continuing Affirmative
Employment Program. HUD’ s Hispanic representation of 6.8 percent has consstently remained
below the Hispanic Civilian Labor Force (CLF) representation of 8.1 percent for the past
severd years. HUD'sfirg diversity god isto increase the share of Hispanicsto 7.4 percent of
employeesin FY 2001, based on estimated achievement of 7.1 percent representation in FY
2000. Similarly, HUD intends to increase the representation of white femalesto 28.3 percent to
close the gap with the CLF representation of 35.5 percent.
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Because HUD’ s women and minorities congtitute 72 percent of HUD' stotdl work force, the
Equa Employment Opportunity Commission (EEOC) ranks HUD highly, as eighth out of 41
Federa agenciesin tota employment of women, Blacks, and Hipanics. However, progress
toward better representation of women and minorities among managersis desrable. In FY
1999, 33.8 percent of HUD’ s women and minority employees were employed at and above the
GS-13levd, and in FY 2001 HUD intends to increase the representation to 34.4 percent,
based on estimated achievement of 34.1 percent in FY 2000.

Data sour ce. HUD employment data

. , FY FY FY FY FY
tabulated in the DepartmentsEqud 1997 1998 1999 2000 2001
Employment Opportunity Management act. act. act. est. goa
Andyss System (EEOMAS). Hispanic 64% 66% 68% 71% 7.4%
T representation
leltat|ons/advantag$of the data. White female 084% 280% 277% 280% 28.3%
accurate and reliable. Shareof women  221% 323% 338% 34.1% 34.4%
and minorities at
GS-13 or higher

Validation/verification of measure. EEOMAS data are reviewed by the EEOC.

Programmatic Output Indicator 5.1.b: Ensure that contractors produce
results by increasing annual obligations under contracts with performance-
based features by 25 percent to $30 million.

Indicator background and context. The procurement of contract servicesis essentid to the
accomplishment of HUD’ s mission. As recommended by the Inspector Genera and the Generd
Accounting Office, HUD has made improvements to ensure that contracts for services are
timely, cost-effective and produce specified results. The Department will follow contracting
methods that focus on results rather than process and that place afinancia incentive on the
achievement of desired outcomes. These objectives are a the heart of performance-based
contracting (PBC), an initiative sponsored by OMB'’s Office of Federal Procurement Policy for
gpplication throughout the Executive branch. PBC is designed to ensure that contractors are
given the freedom to determine how to meet the Government’ s performance objectives, that
appropriate levels of quality are achieved, and that payment is made only for services that meet
these levels. This measure will track the annual obligations of active HUD contracts with
performance-based features. The FY 2001 performance god is based on increases above the
FY 2000 godl.
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Data sour ce. The HUD Procurement

System (HPS), an automated database HUD Obligations for Contracts with
oontaining information about al Performance-Based Features
procurement contracts awarded by the 40

Department. . rﬂ/l $30.125
Limitations/advantages of the data. S 2 +-$19.280 p
Contracting Staff enter datainto HPS as E /

they complete each contract action. The o [83352

system has adata fidd to identify that a 1998 1999 2000 2001
contract has performance-based features. —

Validation/verification of measure oo T oeomee

CPO daff andystswill verify that
contracts identified in HPS as performance-based contain required features and are accurately
recorded in HPS.

Outcome Indicator 5.1.2:
HUD partners are empower ed, capable and focused on results.

Indicator background and context. HUD partners and stakeholders include housing
authorities, nonprofit organizations, multifamily development managers, city executives, and
community development directors. Increasing their satisfaction with HUD makes them more
willing to support HUD and achieve common objectives. Some partners also need ass stance to
become more capable or empowered to perform well. Thisindicator tracks partner perceptions
about their capability to achieve intended results, and assesses their level of satisfaction as well.

Data sour ce. New biennid stakeholder satisfaction survey under development by PD&R.
Basdline data will be available late in 2000.

Limitationg/advantages of the data. Sources of satisfaction or dissatisfaction may be difficult
to identify, and a single policy or event may satisfy some partners and dissatisfy others.
Therefore the performance god will establish an acceptable leve of partner satisfaction to attain
over time rather than congtantly increasing satisfaction.

Validation/verification of measure. The survey instrument will be pretested to determine
gppropriate validation and verification procedures. Focus groups are being conducted in early
2000 to assess partner needs and opinions as they relate to reporting program resuilts.

Outcome Indicator 5.1.3:
The aver age satisfaction of assisted renters and public housing tenants
with their overall living conditionsincreases.

Indicator background and context. The recipients of HUD housing assstance form one of
the largest groups of direct customers of HUD. HUD influences resident satisfaction by
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demanding quality management from housing authorities and private multifamily developments.
In FY 1999 HUD indtituted its first nationwide effort to directly assess resident satisfaction with
public housng. REAC deve oped and implemented a survey insrument that randomly samples
tenant opinion at each of the nation’s 3,300 PHAs. REAC is currently adapting the public
housing survey protocol for multifamily housing use and will begin assessing this tenant group in
FY 2000. Thisindicator tracks the percentage of respondents who are satisfied or very satisfied
with “overdl living conditions.”

Data sour ce. Data regarding resdent satisfaction come from the REAC Resident Satisfaction
Assessment Subsystem (RASS), based on surveys of residents of public housing and assisted
multifamily housing. The basdine will be established with the fird full year of survey results,
obtained during FY 1999 and FY 2000. A PIH resident satisfaction survey will provide the FY
2000 basdline for tenant-based Section 8 recipients.

Limitationgadvantages of the data. RASS is based on agatigticaly valid sample of
households. The response rate is well above average for smilar survey instruments.

Validation/verification of measure. Andysis of results of apilot survey showed good
correlation between resident satisfaction scores and physica condition scores. Annua survey
samples will verify edimates and increase confidence in their satigticd reiability.

Outcome Indicator 5.1.4:
The share of public housing units managed by troubled housing
authorities decreases by 5 per centage points.

Indicator background and context. REAC uses the Public Housing Assessment System
(PHAS) to evauate the management capability of housing authorities based on four categories:
physical condition, management operations, financia condition, and resident satisfaction.
Housing authorities with composite scores below 60 percent are classified as *troubled” under
both PHMAP and PHAS rating systems, but under PHAS alow score for physica condition,
management operations, or financial condition alone dso triggers a“troubled” designation. This
indicator tracks the share of public housing stock thet is vulnerable to egregious mismanagement
by troubled housing authorities.

Data sour ce. REAC's PHAS, comprising scores determined by PASS, MASS, FASS, and
RASS assessment subsystems. REAC will establish the basdinein FY 2001 using PHAS
advisory scores.

Limitationgadvantages of the data. PASS and RASS are statistically representative of
public housing projects and households respectively. Congress has requested HUD to delay
implementation of PHAS while consulting with public housing indusiry representatives. The first
round of PHAS scores were preliminary and not a valid basdline because PHASs were awarded
full pointsfor the tenant survey component, RASS.
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Validation/verification of measure. MASS and FASS use independently audited data.
PASS verifies physicd ingpections with quality assurance reingpections. The PHAS weighting
system will be vaidated through consultation with indusiry representetives.

Outcome Indicator 5.1.5:
The share of tenant-based Section 8 assistance managed by troubled
housing authorities decreases by 5 per centage points.

Indicator background and context. Thisindicator tracks the share of tenant-based Section 8
assistance thet is vulnerable to egregious mismanagement. SEMAP designates a housing
authority astroubled if its composite SEMAP scoreis below 60 percent or an independent
auditor is unable to provide a clear opinion of conformance with generdly accepted accounting
principles. SEMAP rates housing authorities based on documented policies for tenant selection,
rent reasonableness, income determination, housing quality ingpections and enforcement,
expanding housing opportunities and deconcentration, lease-up rates, FSS participation, MTCS
reporting, and correct rent calculations.

Data sour ce. Section Eight Management Assessment Program (SEMAP), based on data
reported by PHAsto MTCS and on findings of independent audits of PHA records. The
basdine will be determined in FY 2000 from audited SEMAP and (in some cases) from
unaudited preliminary SEMAP scores. Preliminary scores are based on self-reporting by those
housing authorities whose fisca years do not end early enough to obtain independent auditsin
HUD’sFY 2000. SEMAP scores in 2001 will include the results of independent audits for
every housing authority.

Limitationgadvantages of the data. SEMAP does not capture some important indicators of
good management, such as timeliness of payments to landlords and timeliness of inspections.

However, performance on such unmeasured dimensions is expected to be correlated with
SEMAP scores.

Validation/verification of measure. REAC financid assessment datamay be used to vaidate
the SEMAP score in the future. The performance god may need recalibration when complete
SEMAP data are available.

Outcome Indicator 5.1.6:

Among householdsliving in public housing and subsidized multifamily
properties, the shareliving in developments that have substandard
financial management decr eases by 5 per centage points.

Indicator background and context. REAC is evaduating the financid management of both
public housng agencies and privatdy owned multifamily properties based on generdly accepted
accounting principles. REAC plans asimilar assessment of triba properties. The REAC

Financid Assessment Subsystem (FASS) involves Internet-based submission of audited
financia information in a sandardized format. Data are validated, reviewed, and scored,
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resulting in standard and substandard designations. PHA scores represent an aggregate of al
properties owned or controlled by the agency. Multifamily financia scores are project based
estimates for every subsidized development — meaning properties that have Section 8 contracts,
outstanding mortgages with interest subsidies, or both. This indicator tracks the share of public
housing and the share of multifamily tenants who live in developments with financid management
rated as substandard by the REAC assessment.

Data sour ce. REAC Financia Assessment Subsystem (FASS). Basdine data will be available
in FY 2000.

Limitationsadvantages of the data. FASSisrdatively new, and further testing may be
necessary. FASS scores for public housing are rdatively “lumpy” because scores represent
entire PHAs. Asaresult, afew very large PHAS may generate substantid movement in this
measure.

Validation/verification of measure. FASS incorporates extensive data checks and both
targeted and random review by independent auditors. The performance goa may need
recalibration when data become available.

Outcome Indicator 5.1.7:

The share of unitsthat meet HUD-established physical standards
increases by 1 percentage point to 64 percent of public housing units
and 79 per cent of assisted multifamily units.

Indicator background and context. Thisindicator contributes to increasing the public trust
because deteriorated public and assisted housing creates poor perceptions of HUD

management capability. The indicator aso gppears in the context of increasing safe and
affordable renta housing as Outcome Indicator 1.3.3.

Outcome Indicator 5.1.8:

The average number of life-threatening health and safety deficiencies
observed per 100 propertiesinspected decreases by 10 percent
annually between 1999 and 2001, from 100.8 to 81.7 in public housing
and from 95.3to 77.2 in assisted multifamily housing.

Indicator background and context. Thisindicator gppears in the context of increasing safe
and affordable rentd housing as Outcome Indicator 1.3.4.

Programmatic Output Indicator 5.1.c: The share of Consolidated Plans that
contain measurable performance goals for housing activities and for
community development activities increases.

Indicator background and context. Thisindicator is aso included under Strategic Objective
4.2 as Programmatic Output Indicator 4.2.c.
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Programmatic Output Indicator 5.1.d: Among Consolidated Plan grantees,
100 percent are reviewed remotely and 20 percent are reviewed onsite for
compliance with their plans.

Indicator background and context. Communities develop 5-year Consolidated Plans to
guide their use of CDBG, HOME, Emergency Shelter, and HOPWA formula grants, following
a process that includes and documents citizen participation. Consolidated Plans must include
action plans that set forth pecific goas for meeting community needs. Thisindicator tracks the
extent of monitoring activity by HUD fidd staff to ensure that grantees implement their plansto
ensure that low-income families are helped and distressed neighborhoods are redevel oped.

Data sour ce. CPD adminidrative data systems.

Limitationsadvantages of the data. Adminigtrative data do not support assessments of the
qudity of reviews.

Validation/verification of measure. Fied supervisors review monitoring activity and reporting
by fidd aff.

Programmatic Output Indicator 5.1.e: The number of CDBG entitlement
grantees that fail to meet regulatory standards for timeliness of expenditure
decreases by 10 percent to 179.

Indicator background and context. Entitlement communities have extensve flexibility to use
CDBG for locally defined purposes. However, they must use funds for nationa objectives and
implement their activitiesin fiscaly responsible ways. To meet timeliness sandards, grantees
may not have undrawn fundsin their line of credit exceeding

1.5 times the vaue of the most recent grant, as measured 60 days before the following grant. In
FY 1999, there were 273 grantees that failed to meet the 1.5 timeliness standard. The FY 2001
god is based on successfully reducing the number to 199 granteesin FY 2000.

Data sour ce. CPD’s Integrated Disbursement Information System, and DGM S beginning in
FY 2001.

Limitationg/advantages of the data. Determinations of compliance are religble because the
data represent actual disbursements.

Validation/verification of measure. Thereislittle evidence that dow spend-out is correlated
with the type of activities that grantees select, but complex projects or activities may lead to
dow spend-out for some grantees. Field staff verify that grantees document expenditure of
funds by performing on-ste monitoring. Monitoring is being increased, and conforms to both
sound quality assurance practices and risk-based principles that focus on weak performers.

Programmatic Output Indicator 5.1.f: The unit-weighted average PHAS score
increases.

Indicator background and context. Thisindicator tracks HUD progress toward increasing
the capability and accountability of public housing authority partners and increasing the
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satisfaction of resdents. The PHAS system provides an indication of the quality of the housing
stock and management conditions that each public housing resident lives with. Each Public
Housing Assessment System (PHAS) score at the PHA leve isweghted by multiplying by the
number of public housing unitsin the PHA and then weighted scores are averaged across dll
public housing units. The performance god will be determined when basdine data are avallable.

Data source. REAC's PHAS, comprising scores determined by PASS, MASS, FASS, and
RASS assessment subsystems. REAC will establish the basdinein FY 2001 using FY 2000
PHAS advisory scores.

Limitationgadvantages of the data. PASS and RASS are statistically representative of
public housing projects and househol ds respectively. Congress has requested HUD to delay
implementation of PHAS while consulting with public housing industry representatives.

Validation/verification of measure. MASS and FASS use independently audited data.
PASS verifies physica ingpections with quality assurance reingpections. The PHAS weighting
system will be vaidated through consultation with indusiry representetives.

Programmatic Output Indicator 5.1.9: The household-weighted average
SEMAP score increases.

Indicator background and context. Thisindicator tracks HUD progress toward increasing
the capabiility and accountability of housing authority partners and increasing the satisfaction of
residents. Section Eight Management Assessment Program (SEMAP) scores are multiplied by
the number of households in the housing authority and then averaged across al households. The
performance god will be determined when basdline data are available.

Data sour ce. SEMAP, based on data reported by PHAs to MTCS and on findings of
independent audits of PHA records. The basdine will be determined in FY 2000 from audited
SEMAP and (in some cases) from unaudited preliminary SEMAP scores. Preiminary scores
are based on sef-reporting by those housing authorities whose fiscal years do not end early
enough to obtain independent auditsin HUD’s FY 2000. SEMAP scoresin 2001 will include
the results of independent audits for every housing authority.

Limitations/advantages of the data. SEMAP is new and imposes an extensve set of new
gandards that some auditors may lack the knowledge to implement initially. SEMAP does not
capture some important indicators of good management, such as timeliness of paymentsto
landlords and timeliness of ingpections. However, performance on such unmeasured dimensions
is expected to be correlated with SEMAP scores.

Validation/verification of measure. SEMAP data are reviewed by independent auditors.
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Programmatic Output Indicator 5.1.h: The share of tenant-based
Section 8 assistance managed by housing authorities that score highly for
income verification increases.

Indicator background and context. Tenant income verification isacriticd tool that housing
authorities have to control the costs of providing tenant-based assistance by preventing tenant
fraud. The income verification component of SEMAP awards a high score of 20 points when
incomes of 90 percent of households have been verified by third parties and income allowances
are caculated correctly. The FY 2001 performance goa will be determined following andysis
of basdline data.

Data sour ce. SEMAP, based on data reported by PHAsto MTCS and on findings of
independent audits of PHA records. The basdine will be determined in FY 2000 from audited
SEMAP and (in some cases) from unaudited preliminary SEMAP scores. Preiminary scores
are based on sdf-reporting by those housing authorities whose fiscal years do not end early
enough to obtain independent auditsin HUD’s FY 2000. SEMAP scoresin 2001 will include
the results of independent audits for every housing authority.

Limitations/advantages of the data. SEMAP is new and imposes an extensve set of new
gandards that some auditors may lack the knowledge to implement initidly.

Validation/verification of measure. HUD undertakes biennid quality control surveysto verify
income calculations, and these samples can be used to verify nationa SEMAP scores. SEMAP
data are reviewed by independent auditors. In FY 2000, REAC is determining the extent of
misreported income by performing computerized matches of tenants with IRS records. This
study will indicate the success of auditors in identifying income discrepancies.

Programmatic Output Indicator 5.1.i: The share of tenant-based
Section 8 assistance managed by housing authorities that score highly for
determination of rent reasonableness increases.

Indicator background and context. Determination of whether rents are reasonable (not
greater than the market vaue of the housing unit) is another tool that housing authorities have to
control costsin the Section 8 program by ensuring that landlords do not charge excessive rents.
HUD awards housing authorities a high score of 20 points for the rent reasonableness
component of SEMAP when 98 percent of randomly-sampled tenant files have documented
determinations that the rent for the unit is reasonable in accordance with the housing authority’s
written method.

Data sour ce. SEMAP, based on data reported by PHAsto MTCS and on findings of
independent audits of PHA records. The basdine will be determined in FY 2000 from audited
SEMAP and (in some cases) from unaudited preliminary SEMARP scores. Preliminary scores
are based on sdf-reporting by those housing authorities whose fiscal years do not end early
enough to obtain independent audits in HUD’s FY 2000. SEMAP scores in 2001 will include
the results of independent audits for every housing authority.
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Limitationg/advantages of the data. SEMAP is new and imposes an extensive st of new
gtandards that some auditors may lack the knowledge to implement initidly.

Validation/verification of measure. SEMAP data are reviewed by independent auditors.

Programmatic Output Indicator 5.1.j: The share of households for which rent
determinations are correct increases for public housing and for project-
based Section 8.

Indicator background and context. Housng authorities and asssted multifamily managers
determine tenant incomes and alowable deductions and ca culate appropriate rents. Because
rentstypically are determined as a percentage of income, tenants have incentive to underreport
income and assets, which directly increases subsidy codts. Program sponsors have incentives to
samplify the trestment of income and deductions from income, or may do so because of lack of
knowledge of HUD requirements.

HUD undertakes biennid quaity control studies to measure the accuracy of income and rent
determination procedures, which complements efforts to measure income determination errors
resulting from tenant fraud. Thisindicator tracks the results of these rent verification studies for
public housng and assisted private multifamily programs. Rents are considered to be correct if
they are within $5 of the quality control rent. Tenants who choose to pay flat rents rather than a
percentage of income are excluded from the measure.

Data sour ce. Asssted housing quality control studies, conducted biennialy under contract by
PD&R. The data collection for the FY 2000 basdine will be completed by June 2000 and the
andysiswill be completein early FY 2001.

Limitations/advantages of the data. The qudity control study is based on anationdly
representative sample of developmentsin public housing, Section 236, and Section 8 programs.
The study will incorporate an income matching component to obtain a more comprehensive
measure of error and to determine if fraud-prone households can be better identified. Earlier
quality control studies were conducted at irregular intervas.

Validation/verification of measure. The qudity control study provides datisticaly vaid
verification of rent caculations by housing authorities and multifamily managers. It represents a
complete replication of the income and rent determination process for tenants in the sample, and
thus provides a sound basis for eva uating the accuracy of the process other than for problems
resulting from tenant fraud.

Programmatic Output Indicator 5.1.k: Among high-risk or troubled multifamily
projects referred to EC, the share that have aged pending enforcement and
the share that have aged during enforcement processing will decrease.
Indicator background and context. REAC assesses the management risk of multifamily
projects based on physicd and financid indicators. Physica trouble typicaly conssts of high
capital needs, backlogs, and deferred and inadequate maintenance. Financid trouble can involve
mortgage defaults, high vacancy rates, inadequate rent roll, or fraud in the form of equity
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skimming. Properties scored as high risk are referred to the EC directly from REAC. Other
troubled properties, as identified by Multifamily, can dso be referred to the EC by Multifamily.
Thisindicator first gppears in the context of increasing affordable housing as Programmatic
Output Indicator 1.2.0, where it is discussed more completely.

Outcome Indicator 5.1.9:
HUD automated data systems are rated highly for usefulness, ease of
use, and reliability.

Indicator background and context. The Office of Information Technology hasissued atask
order: (1) to assess the business processes, data ownership, life cycle plans and costs for five
production systems based on a customized business measurement methodology; and (2)
conduct an independent review to assess whether or not the five identified systems' life cycle
products are adhering to HUD’ s system devel opment methodology (SDM). The five sysemsto
be assessed are;

Grants Management Process (GMP);

Rea Estate Management System (REMYS);

Integrated Disbursement Information System (1DIS);

Title Eight Automated Paperless Office Tracking System (TEAPOTYS);
Integrated Business System (1BS).

Data anaysisfor the task order will include assessment of data quality, accuracy, timeliness and
usefulness for management reporting, aswell as determination of whether users find the sysem a
productive tool.

Data sour ce. The task order will establish workable assessment methodol ogies for expanded
andyss of data sysemsin FY 2001.

Limitations/advantages of the data. The ussfulness of the methodologies for HUD systems
has not been proven.

Validation/verification of measure. Verification procedures will be determined on the basis
of the pilot study.

Programmatic Output Indicator 5.1.L.1: By the end of FY 2001, an increased
number of mission-critical data systems will earn data quality certifications
based on objective criteria.

Indicator background and context. Over the years HUD’ s program offices have developed a
large number of data sysemsfor avariety of business purposes such as controlling financia
resources, tracking adminigtrative procedures and recording program impacts. Program offices
ultimately are responsible for the quaity of their deta, including data provided by business
partners. By the end of FY 2000, the program offices will submit to the OCIO their data quality
plans according to OCIO Data Quality Plan Guiddines.
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The Office of the Chief Information Officer (OCIO) oversees information technology
investments and ensures that information systems support core business processes and achieve
misson critica goas. OCIO will identify mission-critica data sysems —those that are vita to
HUD’s misson — by March 2000. OCIO is developing a data qudity plan that establishes
gandards for data qudity in HUD information systems. The standards will address issues of
data completeness, accuracy, timdiness, validation and integrity.

In FY 2001, OCIO will evduate program office Data Quaity Plansto ensure that they support
the slandards, and program offices will budget for and begin to implement their OCIO
gpproved Data Quality Plans, starting with HUD’ s mission critical data systems. OCIO will
begin to certify the program data systems that meet the standards in FY 2001.

Data sour ce. OCIO administrative database. The FY 2000 basdine and a measurable FY
2001 performance goa will be established in FY 2000.

Limitationsgadvantages of the data. The basdine may be established at alow leve because
of the planned rigor of the certification process.

Validation/verification of measure. The OCIO database will identify the objective criteriafor
evauating data qudity and the results of the assessment. Some data systems are independently
vaidated by GAO and |G audits.

Programmatic Output Indicator 5.1.L.5: Office of Housing field staff review a
statistically valid sample of transactions in each of seven categories for
compliance with data quality standards:

Previous-year Sngle-family existing property endorsements.
Single-family apprasds.

Singlefamily servicing transactions,

Single-family data verification entries.

Multifamily deve opment originations.

Multifamily servicing transactions.

Multifamily data verification entries.

Indicator background and context. For gppraisas, the Office of Housing is shifting from fidd
daff review to automated systems. In addition to assessing data qudlity, these indicators track
the ability of field staff to keep up with production needs so that fraud does not occur and losses
to the FHA mortgage insurance funds are minimd.

Data sour ce. Office of Housng adminidrative data systems.

Limitationgadvantages of the data. Administrative data systems do not support evauation
of the quality of Saff reviews.
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Validation/verification of measure. Senior housing staff will review arandom sample of
reviews to assure quality.

Programmatic Output Indicator 5.1.m.1: The share of HOME-assisted rental
units for which occupancy information is reported increases by 5 percentage
points to 80 percent.

Indicator background and context. Thisindicator tracksthe level of reporting by
Participating Jurisdictions (PJs) of household occupancy data for HOME rental unitsinto the
IDIS, and into the next-generaion sysem, DGMS. IDIS'DGMSS collects data for HUD’ s block
grant and formula grant programs that serve locd jurisdictions— CDBG, HOME, ESG ad
HOPWA. Reporting rates for HOME are based on reporting of HOME rental household data
at project completion for those households moving into completed HOME renta developments.
The hitorica average reporting rate for these householdsis 70 percent. The FY 2001
performance god is based on projected achievement of 75 percent reporting in FY 2000. HUD
intends to achieve full reporting over time, dlowing for norma vacancies and initia rent-up.

Data sour ce. Integrated Disbursement Information System, and beginning in 2001, the
Departmenta Grants Management System.

Limitationgadvantages of the data. HUD relies on grantees to enter datainto IDIS.
Unanticipated data problems may appear upon implementation of DGMS. Compl eteness of
reporting is only one criterion of data qudlity.

Validation/verification of measure. CPD fidd saff will monitor grantees on arandom-
sample basis.

Programmatic Output Indicator 5.1.m.5: The share of completed CDBG
activities for which grantees satisfactorily report accomplishments increases
to 90 percent.

Indicator background and context. Thisindicator tracks the level of reporting of CDBG
grant activities into the IDIS system, and to the next-generation system, DGMS. The
IDIS'DGMS system collects data for HUD’ s block grant and formula grant programs that serve
locdl jurisdictions— CDBG, HOME, ESG and HOPWA.

Reporting for CDBG is measured by the proportion of completed activities for which grantees
have reported accomplishments data, based on activities justified under three national objectives
that serve residents with low and moderate incomes: low/mod jobs (LMJ), low/mod housing
(LMH) and low/mod limited clientele (LMC). To meet the threshold for satisfactory reporting,
grantees must report accomplishments for at least 90 percent of activities funded under these
objectives within three months after project completion. Typica accomplishments reported for
the three objectives are numbers of jobs created, units constructed, and minority persons
served. The remaining nationd objectives, low/mod area benefit and dums/blight, are not
included in thisindicator. Reporting rates for accomplishments data currently stand at about 50
percent of activities under the three national objectives.
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Data sour ce. Integrated Disbursement Information System, and beginning in 2001, the
Departmenta Grants Management System.

Limitationg/advantages of the data. HUD relies on granteesto enter datainto IDIS.
Unanticipated data problems may appear upon implementation of DGMS. Compl eteness of
reporting is only one criterion of data qudity.

Validation/verification of measure. CPD field saff will monitor grantees on arandom-
sample basis.

Programmatic Output Indicator 5.1.n: Sanctions are taken or forbearance is
granted for cause for every PHA that reports less than 85 percent of its
program recipients into the MTCS according to MTCS standards.

Indicator background and context. MTCS data about the renters assisted with public
housing or tenant-based Section 8 are necessary for severd outcome indicatorsin this APP.
Feld gaff use MTCS data to monitor housing authorities. The level of MTCS reporting isa
criterion in both the PHAS and the SEMAP assessment systemns for housing authorities.
Housing authorities that reach the 85 percent threshold have few barriersto full reporting. This
indicator tracks HUD' sinternd progress in improving the quality of thisimportant data system.
In December 1999, 96 percent of Section 8 households and 92 percent of public housing
households were reported. Continuing progressin FY 2000 and FY 2001 will alow this
indicator to be relocated to HUD’ s Business Operating Plan for FY 2002 and no longer
tracked as part of the Annua Performance Plan.

Data sour ce. Low reporting rates are identified by automated M TCS reports that specify
reporting rates for each housing authority and flag poor reporters.

Limitationsg/advantages of the data. The identification of poor reportersis straightforward
and eadlly verifiadble.

Validation/verification of measure. MTCS verifiesthe qudity of tenant data by performing
checks on data ranges and internal consstency. MTCS data and summary statistics, updated

monthly, are dectronicaly available to housing authorities and field offices for verification,
vdidation, anadys's and monitoring purposes.
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Objective 5.2: HUD leads housing and urban resear ch and policy
development nationwide.

Overview

The Department of Housing and Urban Development Act of 1965 gave HUD aclear legiddive
mandate to “ provide for full and gppropriate consderation, at the nationd leve, of the needs
and interests of the Nation’s communities and of the people who live and work in them.”
Fulfilling this mandate requires relevant, thorough research on local conditions, nationa and
internationa trends and on the strengths and weaknesses of HUD' s current programs. It dso
requires timely, objective recommendations on policy and program improvements. Research
improves HUD' s abilities to monitor and evauate its programs and helps program managers
make better decisions to overcome problems and seize opportunities as American communities
grow and change. Research, monitoring and evauation aso support many components of the
Government Performance Results Act (GPRA), by enabling the Department to report its
successes, identify areas of concern, and better target its resources to the changing needs of
America s communities.

Means and strategies

Supporting the Secretary as wdll as decison makersin HUD' s program offices, HUD’ s Office
of Policy Development and Research (PD& R) takes the lead in designing and overseeing
research, monitoring and evauating current programs, recommending program reforms and
developing new policy and program proposals.

As part of its research agenda, HUD will:

Monitor nationa and local economic, housing, and demographic trends affecting housing
and urban policies and programs.

Ensure availability and accuracy of essentid data on housing and demographic trends and
help disseminate this information to the public.

Provide annua estimates of critical program parameters such as fair market rents and
median family incomes for dl locd areasinthe U.S.

Monitor and improve program databases.

Evduate exigting programs through both quick-turnaround studies and long-term systematic
research to determine what works and what fails to work.

Edtablish targeting criteria for households and geographic areas to direct program resources
to best meet needs and reduce housing and community problems.

Ensure that internationa experiences are consdered when developing HUD policies and
programs.
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Test approaches to the creation of international networks for the exchange of data and
information.

Design GPRA measurements and establish and assess performance godsfor dl HUD
programs.

Work with outsde experts and HUD’ s partners to identify priorities for the research
agenda.

Design, conduct, or oversee path-breaking research to expand the knowledge base and
monitoring tools needed for improved policy and practice nationwide.

Improve dissemination of relevant research to al interested audiences.

Work through interagency groups to achieve consensus on housing and urban issues.

Programs supporting Objective 5.2: HUD leads housing and
urban resear ch and policy development nationwide

(Dallarsin Millions)

Program FY 1998 | FY 1999 | FY 2000 | FY 2001
act. act. est. est.
Policy Development and Research
PATH NA 10 10 12
Research and Technology 37 33 3H5 50
Hurricane Reconstruction Supplemental 0 0 10 0

Management and Administration

Salaries and Expenses* 502 538 1 649

* Salaries and Expense Appropriation and transfersincluding legislative, market analysis, and research and
development S& E.

Coordination with other Federal entities

HUD runs cross-cutting research projects jointly with avariety of federd agencies. Examples
indude:
PD&R led the Nationa Survey of Homeless Assistance Providers and Clients, which was
co-directed by the Department of Health and Human Services. Participating agencies
were the Departments of Veterans Affairs, Agriculture, Commerce, Education,
Energy, Justice, Labor, and Transportation, plusthe Social Security Administration
and the Feder al Emergency M anagement Agency. This nationa survey provided

updated information about the providers of homeess assstance and the characteristics of
homeless persons who use services.
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HUD has an interagency agreement with the Department of Health and Human

Ser vices to sudy theimpact of HUD housing assstance on families leaving welfare. This
Sudy tracks the differences in the areas of housing qudity, employment, and return to
welfare between families who are receiving HUD housing assistance and those who are not.

Through its Bridges to Work demonstration program, HUD works with the Department of
Trangportation to evauate the impact of providing trangportation to jobs for families
leaving welfare. Bridgesto Work is afour-year demondration program that links low-
income work-ready central city residents with suburban jobs, transportation, child care and
other supportive services.

HUD isleading development of the U.S. nationd report to the United Nations
Commission of Human Settlements in conjunction with arange of Federd agencies
induding the Environmental Protection Agency, the U.S. Agency for International
Development and the State Department. The report summarizes the United States
success over the lagt five years in achieving the goals identified at the Second Globa Habitat
Conference.

HUD advises the Department of Labor on the development of evauations of their
Weéfareto Work Grants.

HUD has an Interagency Agreement with the Department of Justice’s National
Institute of Justice to evaduate drug eimination Strategies.

Crosswalk for Strategic Objective 5.2:
HUD leads housing and urban research and policy development nationwide

Programmeatic
Outcome Indicators Output Indicators Externa Factors

5.2.1: PD&Rwork products are
rated more highly for usefulness,
ease of use, reliability,
objectivity, and influence.

5.2.a: HUD research products are
used more widely, as measured
by the number of citationsin the
policy literature.

Performance goals are for FY 2001 unless otherwise noted.

Outcome Indicator 5.2.1:
PD& R work products arerated more highly for usefulness, ease of
use, reliability, objectivity, and influence.

Indicator background and context. HUD partnersinclude housing authorities, nonprofit

organizations, multifamily development managers, city executives, and community development
directors, aswell as Congressiona partners (staff of HUD' s appropriations and authorization
committees). Thisindicator tracks the opinions of stakeholders and persons who request PD&R
products on whether PD& R research makes a difference in policy discussions. Products are
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defined as research publications, data files, and internal work productsin support of program
disciplines.

Data sour ce. Surveys of HUD stakeholders, HUD interna customers, and persons requesting
datafrom PD&R’' s HUD User Web site. PD& R will procure the survey research in FY 2000.

Limitationsadvantages of the data. Respondent opinions about the influence of PD&R
products will be highly subjective.

Validation/verification of measure. The performance god will be established when basdine
data become available.

Programmatic Output Indicator 5.2.a: HUD research products are used more
widely, as measured by the number of citations in the policy literature.

Indicator background and context. The academic community frequently uses the number of
citations of a paper to indicate its policy relevance and usefulness. Thisindicator tracksthe
citations of published HUD reportsin the palicy literature. The performance god will be
edtablished following andysis of basdine data.

Data sour ce. Socid Science Citation Index. The basdine will be determined in FY 2000.

Limitationg/advantages of the data. Theindex iswidely recognized and trusted by
researchers.

Validation/verification of measure. No other source of aggregated citation data is known
that would support verification.
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Management Challenges

During the past three years, the Department has made considerable progress in addressing its
management challenges asidentified in prior reviews and recommendations by the Congress,
Generd Accounting Office and the Ingpector Genera. The HUD 2020 Management Reforms
are now solidly in place and are transforming HUD into a high performing Department. While
there is more work to be done and a continuing need for management attention, the progress
HUD has made is substantively mitigating the risk in these aress.

L ong-standing M anagement Challenges

In 1994, the Generd Accounting Office reported HUD as a high risk agency because of serious
management problems resulting from long-standing deficienciesin internd controls, information
and financid management systems, organizationd sructure and staffing.

In June 1997, HUD’ s 2020 Management Reform Plan was initiated to specificaly address
these long standing management deficiencies and to ensure HUD' s relevance and effectiveness
well into the 21% Century by fundamentally overhauling the culture and program operations of
the agency. The reformsincluded organizing the agency by function rather than by program,
edablishing anew customer-friendly structure for loca offices, modernizing and integrating
HUD’ sfinancial management systems, creating an enforcement authority, retraining HUD's
workforce to carry out our revitaized mission, and establishing performance-based systems for
program operations and employees.

In their January 1999 report on HUD' s “Magor Management Challenges and Program Risks,”
the GAO recognized HUD' s progress in implementing these reforms reporting thet :

“HUD is making significant changes and has made credible progress since 1997 in laying the
framework for improving the way the Department is managed....A mgor contributor to this
progressis HUD’ s June 1997 2020 Management Reform Plan, a set of proposasintended
to, among other things, correct the management deficiencies that we and othersidentified.”

In their July 1999 follow-up report, GAO aso noted:

“In other recent reports and testimonies, we have recognized HUD'’ s continued emphasis on
and progress toward addressing its long-standing management deficiencies. HUD's
Secretary and |eadership team have given top priority to addressing the Department’s
management deficiencies....”

During the past year, the Department has successfully implemented dl key dements of the HUD
2020 Management Reform, as summarized in the overview of Strategic Objective 5.1. The
solid foundation laid by these accomplishments represents significant progressin addressng the
management chalenges identified by the GAO and the related materia weakness areas reported
by the Ingpector Generd. HUD will remain committed to quality management of its programs
and sarvice and to producing results that meet customer needs. HUD will use the performance
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measures established for this Strategic Godl to track the results of our management reformsin
laying the foundetion for lagting success.

FY 1998 Consolidated Financial Statement Audit

Initsindependent audit report, “HUD Audit of Fiscal Year 1998 Consolidated Financial
Statements’ (March 1999), the Inspector Generd issued to HUD itsfirst ever unqudified audit
opinion on HUD'sfinancid statements. This accomplishment represents substantia progressin
resolving issues that resulted in qudified opinions for previous audits. Retention of an
“unqudified opinion” is an important continuing performance measure for HUD.

The 1998 audit aso noted material weaknesses that the Department continues to addressto
grengthen itsinternal management controls. The Department has developed corrective action
plans for diminating each of these materia weaknesses. Considerable progress has been made
in resolving these material weaknesses as aresult of our work in addressing the broad GAO
high risk areas. The Deputy Secretary will meet regularly with Principa Staff to ensure
accountability for progress on these important management issues. As part of this program, the
Chief Financid Officer will administer atracking system to ensure the timely completion of
corrective actions to diminate al identified materia weaknesses by HUD managers. These
management challenges and plans are summarized below, and detalls follow.
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Management Challenges

Current Statusand Strategies
for FY 2000 and FY 2001

1. HUD needs to complete
organizational changes to more
effectively manage HUD resources.

All major organizations have been restructured and realigned
with a new integrated cross-program approach to carrying
out HUD’s mission. HUD believes that this Material
Wesakness (MW) will be eliminated or at least downgraded as
aMW inthe OIG's FY 1999 HUD Audit Report.

2. FHA must address staff and
administrative resource i Ssues.

Significant progress has been made, including: marketing and
management (M&M) contracts on HUD-owned properties;
servicing of single family Secretary-held mortgage notes;
implementation of HOCs; improvement of staff skills through
training; and implementation of REAC and EC to better use
HUD'’ s resources through automated remote monitoring
systems, risk based targeting of asset management and
specialized compliance enforcement activities. This MW has
been eliminated based on the FY 1999 FHA financia
statement audit work. Planned actions include completing the
Real Estate Management System (REMS) and further analysis
of baseline REAC assessment data for resource allocation and
program planning purposes.

3. Improve monitoring of
multifamily housing projects.

Substantial progress has been achieved through
implementation of REAC and EC. The Office of Housing will
transfer the Housing Assistance contract workload to
Contract Administrators. These actions, to be implemented
by the end of FY 2000, should resolve this MW.

4. FHA must continue to place
more emphasis on early warning
and loss prevention for insured
mortgages.

FHA and REAC have made significant progress in providing
automated systems and tools to identify at-risk multifamily
projects. This area has been downgraded to a Reportable
Condition (RC) based on the FY 1999 FHA financid
statement audit work. Other progress includes improvements
in the quality of Single Family appraisals and initiation of a
system development effort for a lender assessment
subsystem for all FHA lenders. In FY 2000 and 2001,
further progress will be made on portfolio engineering,
complete development of the REMS system and REMS data
cleanup, and improved automated risk assessment tools over
appraisers and lenders.
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Management Challenges

Current Statusand Strategies
for FY 2000 and FY 2001

5. HUD needs to do more to
ensure that subsidies are based
on correct tenant income.

Significant progress includes completion of the Tenant
Assessment Subsystem which allows HUD to conduct
computer matching of tenant-reported income maintained in
HUD’ s tenant databases with tenant Federal tax data; and
obtaining 1998 Federal tax data and computer-matching 2.1
million households to identify potential tenant income
discrepancies. Program administrators will be required to
submit online status reports regarding their resolution of tenant
income discrepancies and their recovery of excess rental
assistance. The MW should be eliminated upon completion of
large scale matching and establishment of a process for
periodic matching.

6. HUD needs to complete
improvements in its Financia
Management Systems.

The Department has made recognized progress in our financial
systems integration efforts. During FY 2000, the Department
will further implement the FSI plan to eliminate the existing
Material Nonconformance.

7. FHA information technology
systems must be improved to
support business processes more
effectively.

Housing has made progress toward an integrated multifamily
system through the implementation of REMS. Further,
housing data will be in the enterprise data warehouse which
will allow reporting by program, geographic area, or other
variations. An FHA document, Vision of Financial
Management, was produced to model the current state and
document several phases of needed improvement. Specific
plans and target dates for improved systems will be developed
and implemented, including linkage to HUD’ s Enterprise
Architecture.

8. FHA Federd Basis &
Budgetary Reporting must be
improved

Progress has been made, as efforts continue to improve the
documentation of processes implemented to conform to
general accepted accounting principles applicable to Federal
entities. The issue of controls over estimating the FHA
Liability for Loan Guarantee has been removed from this area
and downgraded to a RC in the FY 1999 FHA financia
statement audit work. FHA accounting will be further
improved to ensure full compliance with the standard general
ledger at the transaction level, with improved integration with
the Department’ s core accounting system, HUDCAPS.

The following discussion highlights HUD’ s accomplishments and planned efforts in these critical

management areas.

Organizational and Resour ce Management Changes

The Department’ s management resource deficiencies were principally based on organization,
gaffing alocation and training inadequacies. HUD has addressed these areas through the fulll
implementation of the HUD 2020 Management Reform plan.
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HUD egtablished consolidated centers for Enforcement, Troubled Agency Recovery, Red
Edtate Assessment, Section 8 Financid Management, Accounting, Multifamily Development,
Home Ownership, Grants Management, Specia Applications, Adminigtrative Service,
Employee Service, and Title | Financia Operations. This consolidation has streamlined program
adminigration and management functions.

The organization of “back office” processng centers was completed to consolidate HUD’ s
expertise and cgpacity for handling high volumes of repetitive transactions or specidized
sarvices, on andiond scae. Additiona functions where HUD had insufficient staff capacity
were outsourced for performance by contractors. The increased outsourcing and operation of
the new processing centers freed remaining HUD fidld office staff to focus on the performance
of congtituent service and program monitoring functions.

Business and Operating Plan (BOP)

To provide increased accountability, a new Business and Operating Plan (BOP) process was
edtablished to involve and unify the entire Department — both headquarters and fidd —in the
development, coordination and implementation of office goas and action plans that achieve the
godsidentified in the Strategic and Annua Performance Plans (APP). The BOP produces the
intermediate outputs and outcomes that support the Department’ s strategic goals and specific
program indicators. The BOP process alows the Department to manage its processes and
resources to accomplish specific gods, and is monitored monthly to assure progress and make
necessary adjustments.

Resour ce M anagement

The Department is currently working with the recommendations of the Nationa Academy of
Public Adminigtration (NAPA) to develop and implement the optimum methodology or
gpproach for resource management throughout the Department. The gpproach chosen will
alow the Department to estimate, dlocate and validate resource requirements for effective and
efficient program administration and management. The approach was pilot tested in two aress.
The methodology should become the backbone for implementing the Department’ s Resource
Edtimation and Allocation Process (REAP), as envisoned under the HUD 2020 M anagement
Reform Plan. An automated information system will be developed to support the Department-
wide implementation of the methodology.

Data Quality

The Office of the Chief Information Officer (OCIO) is developing a data qudity plan that
establishes standards for data quaity in HUD information systems, including standards for data
completeness, accuracy, timeliness, vaidation and integrity. By the end of

FY 2000, the program offices will submit to the OCIO their data quality plans. In

FY 2001, OCIO will evauate program office data qudity plans to ensure that they support the
gandards, and program offices will begin to implement their plans for misson critica data
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systems. OCIO will begin to certify the program data systems that meet the sandardsin FY
2001.

Financial Management Systemsand I T Improvements

The Financid Systems Integration (FSI) project has helped achieve the HUD 2020
Management Reform goa's by implementing a core accounting and financia management system
that provides department-wide financia information; improves financia management and
integration of financia and programmeatic systems; and provides necessary management
information to carry out HUD’ s mission.

Under FSI, HUD modernized and integrated HUD’ sfinancid systems to produce asingle
Department-wide generd ledger with interfaces with the Government National Mortgage
Association, Federal Housing Adminigtration, and legacy accounting systems. HUDCAPS
fecilitated the preparation of statements that supported the annua audit of HUD' s finances
resulting in an unqudified audit opinion.

HUD has a pilot of the Departmental Grants Management System underway with three grantee
areas. The sysem will go into production in July, 2000, with an implemented interface to
HUD’ s core accounting system, HUDCAPS. HUD’s Travel Management System with an on-
line interface with HUDCAPS dso will be available Department-wide in FY 2000.

HUD has implemented management information systems, the Empowerment Information
System and Community 2020 geographic information system, to better manage HUD's
programs. HUD has also standardized data  ements to provide accurate and timely information
from the financid management and Community 2020 systems.

Significant improvements have been made in HUD’ s funds control over its substantia Section 8
Programs rental subsidies and in other aress.

HUD aso has made progress in improving HUD' s program systems.  For example, the Office
of Housing successfully implemented the firdt three phases of its Red Edtate Management
System (REMS) to provide operationa support for more effective monitoring and oversight of
HUD’ s multifamily housing mortgage insurance and other assstance programs. As further
discussed below, substantia progress has dso been made in the implementation of Internet-
based applications for collecting and assessing program performance monitoring dataon HUD’s
extensve housing programs participant universe.

Improvements have also been made in the areas of I T investment decisons, systems project
planning and management, and data quaity contrals.

Management Control Program

Under the direction of the CFO, the revised Management Control Program and Audits
Management System Handbooks were issued in February 1999, to strengthen HUD's
Management Control Program. The Deputy Secretary, Principd Staff, Office of the CFO and
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program elements have indtituted a system to track and implement corrective actions on areas of
sgnificant management concern. The Department has extended an effort to focus program
managers on the performance of Front-End Risk Assessments (FERAS) to identify and mitigate
risks by planning to provide adequate controlsin new or substantialy revised programs. A tota
of five FERASs were approved, with another 13 FERAS underway or planned this year.
Additiondly, the Department has completed a series of initiatives desgned to increase HUD' s
ability to apply remote monitoring and risk-based on-site monitoring techniques.

Strengthened Internal Controlsin Major Programs

A primary theme cutting across the past reported materid weaknesses and reportable
conditionsin HUD’ s housing programs is that HUD’ s interna controls do not provide
reasonable assurance that:

Housing qudity standards are met,

Program beneficiaries and cods are in accordance with tenant income digibility
requirements, and

Other program statutory and regulatory requirements are adhered to.

REAC has developed and implemented automated assessment subsystems that provide a basis
to address each of these concerns across the entire portfolio of over 33,000 public and
multifamily housing program participants. Extensgve data qudity controls are built into the
subsystems and corresponding processes. HUD has aso devel oped an automated system to
assess al agencies administering Section 8 vouchers so the Department can better address these
concerns.

Physical Inspections

REAC' s Physica Assessment Subsystem (PASS) processes have been in operation since
October 1998. PASS covers the universe of 44,000 housing projects related to the

33,000 owning entities participating in HUD’s many public housing, FHA multifamily housing
mortgage insurance, direct loan, capital grant and project-based renta assistance programs. The
uniform inspection standards and automated collection methodology provide a consstent
assessment of compliance with defined housing quaity standards across the entire portfolio,
nationwide.

Life-threatening or exigent hedth and safety violations observed during inspections are issued
on-gte citations with required resolution within 72 hours. Over 10,000 such citations have been
issued and acted upon to provide safer tenant living conditions Since ingpections began in
October 1998. In addition to detailed observations on specific items that need action to meet
housing quality standards, the subsystem a so applies a sandard scoring methodology that can
be used to prioritize HUD’ s technica assistance, enforcement and other follow-up actions.
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Basdline physica ingpection data on the entire HUD-supported housing portfolio of 44,000
projectsis scheduled to be completed in the Spring of 2000. As of January 2000, inspections
had been completed on 20,484 of the 30,000 HUD-supported multifamily housing projects.

Projects with scores of 30 or below are referred to HUD' s Enforcement Center for appropriate
action to improve tenant living conditions. Projects owners with scores in the 31-60 range must
enter into improvement plans with HUD housing fidd gaff to ensure that physica deficiencies
are corrected to return the project to housing quality standards. Project owners with scores
above 60 can sdlf-certify asto their completed corrective actions. The results of REAC's
ingpections are integrated with the Office of Housing's new Red Estate Management System
(REMS) to enable Housing' s Project Managers to act on ingpection results, and to provide
Office of Housing management with abasis for tracking activities and holding staff accountable
for necessary actions to assure that quaity housing is being provided by housing program
participants.

REAC' s physical ingpection data support a powerful performance measure to track
improvements in the physica stock over time.

Multifamily Housing Financial Assessments

For the 20,000 multifamily housing projects participating in one of HUD’s FHA multifamily
insurance programs or direct loan or capitd grant programs for housing the elderly or
handicapped (Sections 202 and 811), program participants are contractually required to submit
annud project financid statement and supplementa compliance information. This information
sarves as abasisfor HUD' s monitoring of its risk exposure and the participant’ s compliance
with HUD program requirements. REAC has developed and implemented an Internet-based
Financid Assessment Subsystem for Multifamily Housing (FASS-MFH) to collect and assess
this essential program monitoring data.

Under FASS-MFH, project owners or their authorized representatives directly send their
annud financia statement, supplementary compliance deta, and rdated audit information to
HUD €ectronicdly through a secured Internet Ste. The data must first pass avaidation
process to assure the qudity of the data before it is accepted into the data base.

Thefinancid data on multifamily projects receiving over $300,000 in federd support are
required to be audited by Independent Public Accountants (IPAS). The IPAs perform tests of
compliance with mgor HUD program requirements as part of their audit engagements, in
accordance with HUD compliance audit guidance. FASS-MFH provides a nationa data base
on compliance audit findings, which is integrated with REM S to provide the Office of Housing
with information for automated tracking and oversight of the resolution of al compliance
deficiencies. To better assure the qudity of the IPA compliance testing and reporting, REAC
has reindtituted quaity assurance review of IPA audit work on dl public and multifamily financid
and compliance audits.

As of January 2000, 15,101 financia submissions have been processed by FASS-MFH. In an
estimated 2.5 percent of the submissons, REAC referred significant noncompliance issuesto
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the Enforcement Center for action. Curing noncompliance issues and reducing future
noncompliance findings are performance goas to be achieved by the Department.

The FASS-MFH risk rating isfor internd HUD use in prioritizing compliance workload, as well
as ast and portfolio management activity. Having anationa data base on the financid
condition of 20,000 multifamily projects provides HUD with the ability to perform peer group
comparative analyss and portfolio andysis to develop better underwriting standards, detect
equity skimming Stuations, and determine debt restructuring and rehabilitation funding needs for
portions of the portfolio. Plans are dso underway to carry out resdent satisfaction surveysin
multifamily projects receiving project-based rental subsidies.

Public Housing Assessment System (PHAS)

REAC has replaced the old Public Housing Management Assessment Program (PHMAP),
under which PHAs “sdf-certified” their performance, with a more comprehensive and credible
Public Housing Assessment System (PHAS). PHAS combines rdliable, sandardized data from
four new REAC subsystems covering each public housing authority’ s physica and financid
condition, management performance and resident satisfaction, to produce an overall score to
indicate how wdl the PHA is being managed:

Physical Inspections: PHAS uses input from the REAC' s new PASS processes. Basdine
physical ingpection data on al 14,000 properties at 3,300 PHAs will be completed by the
Spring of 2000. In FY 1999, REAC completed 15,222 inspections on 13,559 properties
administered by 3, 162 different PHAS.

Financial Assessments: Usng an Internet-based submisson modd smilar to FASS-MFH,
the REAC developed and implemented the Financid Assessment Subsystem for Public Housing
(FASS-PH). To standardize PHA financid reporting, anew rule wasissued requiring al PHAsS
to conform to generdly accepted accounting principles (GAAP). PHAs with fiscal years ending
September 30, 1999 and thereefter are required to submit entity-wide, GAAP-based financid
gtatement data to HUD eectronically through the FASS-PH. PHAS receiving in excess of
$300,000 per year in Federd assistance are aso required to have their financid statements
audited by IPAs. FASS-PH provides the Office of Public and Indian Housing (PIH) with the
basis for follow-up and tracking the resolution of specific compliance deficiencies disclosed by
IPAs. Financid retios are applied to the data to assess the financid condition of the PHA and
provide the financial scoring piece of the overal four-part PHAS score.

M anagement Assessments. The Management Assessment Subsystem (MASS) collects and
scores information on six indicators of management performance, such as vacancy rate, and
factors the information into the composite four-part PHAS score.

Resident Satisfaction Assessments. The REAC dso carries out the resident service and
satisfaction survey component of PHAS through the Resident Assessment Subsystem (RASS).
Filot survey results indicated that 75 percent of PHA residents were satisfied or very satisfied
with their public housing.
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In FY 1999 and the first two quarters of FY 2000, REAC produced advisory scores for the
Office of Public Housing' sinformation and use. Beginning with PHA fiscal years ending March
31, 2000, officid complete PHAS scores will be issued on PHAs. Those first scores will be
produced in June 2000. PHAS scoring below 60 on a 100-point PHAS score will be referred
to one of HUD’ stwo new Troubled Agency Recovery Centers (TARCs) for assistance and
intervention to improve the PHAS performance. Replacement of the troubled PHA's
management can occur if sufficient improvement is not made within ayear. Upon fulll
implementation, improvements in PHAS scores will represent an important performance god for
HUD.

Tenant Income Verification: During FY 1999, REAC was given repongbility for more fully
implementing alarge scale computer matching program as HUD's primary control over tenant
eigibility for HUD housing subsidies. REAC has prepared a detailed guide to help program
adminidrators resolve tenant income discrepancies. This guide will be malled with the
deficiency natifications. Thisinitiative substantialy aids program adminigtrators in detecting and
correcting past unreported income and excess renta assistance, and in preventing and deterring
these problems in the future. REAC will deploy auditors to review program adminigtrators to
ensure the integrity of their income discrepancy resolution activities. These initiatives ensure that
program beneficiaries and cogts are in accordance with tenant income digibility requirements

Section Eight Management Assessment Program (SEMAP)

In FY 2000, HUD isimplementing the Section Eight Management Assessment Program
(SEMAP) to provide a clear and objective assessment of housing authority performance with
respect to the Section 8 voucher program. SEM AP creates accountability for the Section 8
program that parallels the PHAS for public housing. SEMAP rates housing authorities based on
documented policies for tenant selection, rent reasonableness, income determination, housing
qudity inspections and enforcement, expanding housing opportunities and deconcentration,
lease-up rates, FSS participation, MTCS reporting, and correct rent calculations. Housing
authorities are designated as troubled if composite SEMAP scores fal below 60 percent or if an
independent auditor is unable to provide a clear opinion of conformance with generdlly accepted
accounting principles. SEMAP scoresin 2001 will include the results of independent audits for
every housing authority.

* * * * * * * * * * * *

HUD management’ s efforts of the past year represent significant progress in mitigeting the four
HUD “high risk” areasidentified by the Generd Accounting Office (GAQO), and in correcting the
related material management control weaknesses and systems nonconformance arees reported
by the HUD OIG. With this progress, HUD is becoming a“high performing” agency.
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Summary of Acronyms

Acronym

ABPS
ACA
ACS
AHS
Al
APP
APICs
APR
BLS
BOP
BOSS
CDBG
CDD
CFO
CHAS
CMHI
CPD
DAP
DGMS
EBL
EC

EC
EDI
EDSS
EIS
EPA
ESG

FEMA
FFS
FHA
FHAP
FHEO

APPENDIX |:
SUMMARY OF ACRONYMS

Definition

Annual Builder Practices Survey

Annual Community Assessment

American Community Survey

American Housing Survey

Analysis of Impediments (to fair housing)

Annual Performance Plan

America s Private Investment Companies

Annual Performance Report (Annual Progress Report for homeless programs)
Bureau of Labor Statistics, U.S. Department of Labor
Business and Operating Plan

Budget Outlay Support System

Community Development Block Grant (program)
cooling degree days

Chief Financial Officer

Comprehensive Housing Affordability Strategy
Cooperative Management Housing I nsurance Fund
Community Planning and Development (HUD Office of)
Development Application Processing

Department Grants Management System

Elevated Blood Lead (levels)

Enforcement Center

Enterprise Communities

Economic Development Initiative

Economic Devel opment and Supportive Services
Executive Information System

U.S. Environmental Protection Agency

Emergency Shelter Grants

Empowerment Zones

Federal Emergency Management Administration
Federal Financial System

Federal Housing Administration

Fair Housing Assistance Program (FHEO program)
Fair Housing and Equal Opportunity (HUD Office of)
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Acronym Definition

FHIP Fair Housing Initiatives Program (FHEO program)

FMR fair market rent (maximum rent for Section 8 rental assistance)
FS Financial Systems Integration

FSS Family Self Sufficiency program

FTE full-time equivalent (employee)

FY fiscal year

G General Insurance Fund (of FHA)

GinnieMae Government National Mortgage Association

Gls geographic information system

GMP Grants Management Program

GMS Grants Management System

GSE Government-sponsored enterprises (Fannie Mae and Freddie Mac)
HAP Housing Assistance Payments

HDD heating degree days

HHS Health and Human Services (U.S. Department of)

HMDA Home Mortgage Disclosure Act

HOC Homeownership Center

HOME Home Investment Partnerships

HOPE VI Revitalization of Severely Distressed Public Housing Program
HOPWA Housing Opportunities for Personswith AIDS

HUD U.S. Department of Housing and Urban Devel opment
HUDCAPS HUD Central Accounting Processing System

IBS Integrated Business System

IDAS Individual Development Accounts

IDIS Integrated Disbursement and Information System

IHAS Indian Housing Authorities

LIHTC Low Income Housing Tax Credit

MBE minority business enterprise

MIS Management Information System

MLIS Mortgage Lending Information System

MMIF Mutual Mortgage I nsurance Fund

MOU Memorandum of Understanding

MTCS Multifamily Tenant Characteristics System

NAHASDA Native American Housing Assistance Self-Determination Act
NAHBG Native American Housing Block Grants

NAPA National Academy of Public Administration

NCHS National Center for Health Statistics
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Acronym

NCSBCS
NIBS
NSF
OGC
OLHC
OMB
OMHAR
PAE
P&F
PATH
PD&R
PHA
PHAS
PHDEP
PHMAP
PIH
Pls
PTR
REAC
REAP
RECS
REMIC
REMS

ROSS

SEMAP
SR

TANF
TARC
TDHEs
TEAPOTS
TLI

USDA

VA

Definition

National Conference of States on Building Codes and Standards
National Institute of Building Sciences

National Science Foundation

(HUD) Office of Genera Counsel

(HUD) Office of Lead Hazard Control

U.S. Office of Management and Budget

Office of Multifamily Housing Assistance Restructuring
participating administrative entity

program and funding (budget table)

Partnership for Advancing Technology in Housing
Policy Development and Research (HUD Office of)
public housing authority

Public Housing Assessment System

Public Housing Drug Enforcement Program

Public Housing Management A ssessment Program
Public and Indian Housing (HUD Office of)
Participating Jurisdictions (in HOME program)

Post Technical Reviews

Real Estate Assessment Center

Resource Estimation and Allocation Process
Residential Energy Consumption Survey

Real Estate Mortgage Investment Conduit

Real Estate Management System

real estate owned

Resident Opportunity and Supportive Services
salaries and expenses

Section 8 Management Assessment Program
Special Risk Insurance Fund (of FHA)

Temporary Assistance to Needy Families
Troubled Agency Recovery Center

tribally designated housing entities

Title VIII Paperless Office and Tracking System
Targeted Lending Initiative (of Ginnie Mag)

U.S. Department of Agriculture

Veterans Affairs (U.S. Department of)







Brief Description of HUD Programs

APPENDIX ||: BRIEF DESCRIPTION
OF HUD PROGRAMS

Community Planning and Development

America’s Private | nvestment Companies

APICs sgnificantly expand private equity capital for the cregtion or relocation of large-scae
businessesin distressed centra cities and rural aress. For FY 2001, APICswill support the
leveraging of an estimated $1.5 hillion in private debt and equity investment. Thiswill support
the crestion of thousands of jobs through direct job stimulus and spillovers. APICswill be
adminigtered by HUD with consultation from the Smal Business Adminigration, combining
HUD’ s expertise in large-scae urban revitdization with SBA’s expertise at raising private equity
capital for business development.

APICs are modeled after the SBA’s Smdl Business Investment Company program, which has
been effective in making equity available and can be targeted to distressed areas but is limited in
the size of projectsthat it can serve. APICswould provide a financing mechanism for venture
capital funds that could be invested in larger businesses that rel ocate or expand into distressed
areas. An APICs venture fund would issue debentures and take equity positionsin businesses
needing equity capita of $10 million or more,

Brownfields

The Brownfidlds Redevel opment Program makes competitive economic development grantsin
conjunction with Section 108 loan guarantees for quaified projects. These grants are targeted to
the 450,000 former vacant or underutilized industrial and commercia properties that may
contain low to moderate levels of contamination. The grants are used to redevelop and clean up
brownfields so that the areas can be returned to productive, job-creating uses and to address
the economic development needs of communitiesin and around such sites. Economic
development grants are used to enhance the security of Section 108 guarantees or to improve
the feasibility of proposed projects, and to support business development activities. Section 108
loans enable communities to borrow funds from the primary market and repay |oans over time.

Eligible brownfieds activities are CDBG-dligible activities that support cleanup and economic
redevelopment. These include: (1) assistance to private, for-profit entities for economic

redevel opment projects; (2) acquisition of property; (3) clearance, demoalition, remova, and
rehabilitation of buildings and improvements; (4) rehabilitation of buildings or condruction of redl
property improvements, including congtruction, reconstruction, or ingtalation of public and other
gte improvements; and (6) the investigation and cleanup of environmenta contamination in
connection with any of these digible activities.
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Capacity Building for Community Development and Affordable
Housing

This program supports the National Community Development Initiative (NCDI) whichisa
public/private partnership that helps build the capacity of community-based devel opment
organizations. The current phase of the program will expand the efforts of Community
Development Corporations (CDCs) into investments in economic development, workforce
development, child care and community safety.

Communitiesin Schools

Communities in Schools provides comprehensive services to at-risk children and their families.
This program empowers loca communities to work through collaborative public/private
partnerships involving schooals, public housing communities, and community organizations to
prevent youngsters from dropping out of school, while involving youth inlocd community
building, job training and neighborhood revitdization projects.

Community Development Block Grant Program

Community Development Block Grant (CDBG) is aformula program that alocates 70 percent
of grantsto units of generd loca government and 30 percent to States for the funding of locd
community development programs.

The primary objective of the program isto develop viable urban communities by providing
decent housing and a suitable living environment and by expanding economic opportunities.
Activities undertaken with the grants must meet one of the three broad nationa objectives: 1)
benefit low- and moderate-income persons, 2) ad in the prevention or dimination of dums and
blight; or 3) meet other particularly urgent community development needs. In addition, &t lesst
70 percent of al CDBG funds received by a grantee must be used for activities that benefit
persons of low and moderate income (those with incomes below 80 percent of areamedian
family income). Through the Consolidated Plan process, recipients select digible activities that
are gppropriate to their needs and that reflect locd priorities, and they determine how their
performance will be measured.

Community Empower ment Fund

CEF will support critical economic development in distressed communities in tandem with the
Section 108 Loan Program to bring economic opportunity to their resdents. In FY 2001, many
projects will be digible to participate in the CEF Trust, which enables the pooling of loans and
the creation of a private-sector secondary market for economic development loans. The CEF
Trugt provides a vehicle for establishing and implementing standard underwriting; documentation
and servicing guidelines; and seasoning loans, monitoring their performance, and perhaps
eventudly sdling them off to private-sector investors.
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Community and Interfaith Partnerships Initiative

Thisinitiative will provide technica assstance and capacity building to community and faith-
based organizations in their efforts to supply affordable housing, create economic opportunity,
promote the god of fair housing, and increase the effectiveness of HUD programs like Section 8
vouchers.

Habitat for Humanity

This funding supports capacity building efforts for Habitat for Humanity through which additiona
deff are trained and made available to locd effiliates. This expands Habitat' s ability to help
families reach their homeownership gods.

HOME Investment Partner ships Program

The main purpose of the HOME program is to increase the supply and affordability of housing
and to promote homeownership for low-income families.

States and locdlities have the flexibility to use HOME funds for awide range of affordable
housing activities for low- and very-low-income families. The jurisdictions outline how they will
use the grants in their Consolidated Plan submissions. Eligible activitiesinclude rehailitation,
new congtruction, acquisition for homeownership and rental housing, and tenant-based rental
assgtance. The funds are alocated by formula:

60 percent to loca governments and 40 percent to States.

Homeless Assistance Grants

The purpose of this program is to breek the cycle of home essness and to move homeless
persons and families to permanent housing. Thisis done by providing renta assstance,
emergency shdter, trangtiond and permanent housing, and supportive services to homeless
persons and families.

Homeless assistance grants provide Federa support to one of the Nation’s most vulnerable
populations. These grants assst locdlities in establishing systems that can address the needs of
different homeless populations while providing a coordinated “ Continuum of Care” system that
ensures the support necessary to help those who are homeless attain housing and move toward
Hdf-aufficency.

Housing Opportunities for Personswith AIDS

HOPWA provides States and |ocalities with resources and incentives to devise long-term,
comprehengve drategies for meeting the housing needs of persons with HIV/AIDS and their
families. Statutorily, 90 percent of gppropriated funds are distributed by formulato qualifying
States and metropolitan areas on the basis of the number and incidence of AlDS cases reported
to the Centers for Disease Control and Prevention by March 31 of the year preceding the
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appropriation year. The remaining 10 percent of funds are distributed through a nationa
competition.

Competitive grants (10 percent of the appropriation) are available to States and local
governments and private, nonprofit entities for projects of nationa sgnificance. They aredso
avallable to States and loca governments for projects in areas that do not qudify for aformula
dlocation. Recipients of either formulaor competitive grants must use HOPWA assistance
consigtent with a HUD-approved Consolidated Plan, except for activities undertaken on a
nationwide bass Eligible activities include: housing information and coordination services, short-
term supported housing and services, renta assstance; single-room occupancy dwellings,
community residences and services, program development; and adminigtrative cods.

Mississippi Delta I nitiative
Thisinitiative is part of a broader government effort to jump start the economy of a sgnificant

region of the country. HUD will work in partnership with other Federa agenciesto provide
assisiance in housing and economic development to help revitdize the region’s economy.

Native American Community Development Block Grants

This program targets aid to Native American communities to generate commercid activity,
housing, and job opportunities. It will also support the development of anew Native American
Economic Development Access Center which will provide information and technica assstance
concerning economic development assstance.

Regional Connections

Regiond Connections will provide competitive funding to States and partnerships of loca
governments (where a least one member isa CDBG entitlement community) to develop and
implement new, locally driven “smarter growth” strategies thet create more livable communities
by addressing economic and community development needs across jurisdictions.

Regiona Connectionswill complement existing Federa programs, including other HUD
programs that promote local and regiond partnership as well as those of the Department of
Trangportation, EPA, and others that influence growth and investment patterns. Regiond
Connections builds on HUD’ s Consolidated Planning requirements and SuperNOFA process,
both of which encourage more coordinated application of HUD programswithin asingle
jurisdiction. It offers new resources as financid incentives to overcome the inherent motivations
againgt cooperation. It encourages funding of regiond entities and andyses, which can support
long-term cooperation. It enables those currently cooperating within their region to expand the
scope of their cooperation, and encourages further cooperation by providing concrete success
gtories.
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Rural Housing and Economic Development

This program will award competitive grantsto assst rurd communities, Native American
communities, and coloniasin cgpacity building for the development of rurd housing and for
conducting rura economic development activities.

HUD will work closely with the U.S. Department of Agriculture and other Federd agencies
(Economic Development Adminigtration, Appaachian Regiona Commission and Department of
the Interior) to structure a more effective response to the housing and economic devel opment
needs of the Nation's rural aress.

Section 108 L oan Guar antees

The Section 108 loan guarantee program provides communities with a means of leveraging their
CDBG grants to obtain financing for large community revitaization projects. The commitment
level requested for FY 2001 will include Section 108 loan guarantees made in conjunction with
the Community Empowerment Fund (CEF) initiative, the accderated Brownfields
Redevelopment Program, aswell as al other |oan guarantee gpplications received in connection
with the regular CDBG program.

Section 108 of the Housing and Community Development Act of 1974, as amended, authorizes
the Secretary to issue Federal loan guarantees of private-market loans used by entitlement and
nonentitlement communities to cover the costs of acquiring red property, rehabilitating publicly
owned red property, housing rehabilitation, and certain economic development activities. In
addition, guaranteed |oan funds have been used to finance congtruction of housing by nonprofit
organizations when undertaken as part of a project that is aso financed under the Rental
Housing Development Grants or Nehemiah Housing Opportunity Grants programs.

Self-Help Homeowner ship Opportunity Program

The Sdf-Help Homeownership Opportunity Program (SHOP) provides competitive grantsto
nonprofit housing organizations that use Sgnificant amounts of “sweet equity” to produce
affordable single-family homes for new homebuyers. These funds are used for land acquisition
and infrastructure improvements, and homebuyers contribute a sgnificant amount of their own
hard work toward the congtruction of the new dwellings.

Urban Empower ment Zones

There are three rounds of Empowerment Zones/Enterprise Communities (EZ/ECs). Thefirst
two rounds combine tax incentives with direct funding for physical improvements and socid
sarvices. The third round includes only tax incentives. Grants can be used for a broad range of
activities that assist resdents, businesses, and organizations. Eligible activities include workforce
preparation and job creation efforts linked to wefare reform; neighborhood devel opment;
support for financing of capital projects, financing of projectsin conjunction with the Section
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108 loan guarantee program and other economic development projects, community policing;
and hedth care.

Y outhbuild

The Y outhbuild program encourages at-risk youth to engage in remedia education, including
leadership and sKillstraining. Y outhbuild serves 16- to 24-year-old high school dropouts. The
program provides disadvantaged young adults with education and employment skills through
rehabilitating and building housing for low-income and homeless people. This helps to expand
the Nation’s supply of affordable housing. The program includes both onsite construction work
and offdte academic and job skills training. Y outhbuild activities are d o digible activities under
CDBG.

Funds are awarded on a compstitive bass using the selection criteriain the statute dong with
other factors published by HUD in the regulations and the Notice of Funding Avallahility.

Public and Indian Housing

Community Gun Safety and Violence Reduction Initiative

This program has three components. public education and outreach that promotes responsible
gun ownership and addresses the hazards posed by firearms; technical assistance and matching
funds to implement innovative, performance-driven gun violence reduction programs, and
support for computerized gun-violence tracking and mapping partnerships.

Housing Certificate Fund:
Section 8 Contract Renewal Amendments

Contract renewds provide funding to renew expiring Section 8 renta assistance contracts
covering certificates, vouchers, moderate rehabilitation, loan management, new
congtruction/substantia rehabilitation, property dispostion, and preservation. Thisfunding is
required to maintain the current inventory of asssted rental housing.

Incremental Vouchers

Vouchers and certificates provide rental assistance to both tenant-based and project-based
programs to expand affordable housing opportunities for very low-, low-, and moderate-income
target populations. The voucher program is based on the tenant generdly paying a standard 30
percent of adjusted income for rental purposes and the voucher and certificate subsidizing the
remaining adjusted costs. The FY 2001 voucher program includes vouchers targeted
specificdly to the homeless and welfare-to-work populations and some dedicated to housing
production. The remaining are fair share vouchers that are distributed to PHAs to meet locally
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defined requirements. Vouchers are dso targeted to other specific activities including the Family
Unification Program, litigation-related needs, and portability requirements.

Indian Homeowner ship Intermediary Initiative

This program will support the development of non-profit homeownership intermediariesin
Indian country that will serve as a catdys for the cregtion of a private homeownership market.

Indian Housing Block Grants

This program provides grants to Indian tribes and Tribaly Designated Housing Entities (TDHES)
to provide and maintain housing for low-income Native Americans. IHBG provides housng
sarvices through six digible activities and provides training and technica assstance:

Development - acquisition, new congruction, recongtruction, and moderate or substantial
rehabilitation of affordable housng;

Indian Housing Assistance - modernization and operating assistance for housing previoudy
developed or operated under a contract between HUD and a TDHE;

Housing Services - housing counsding for rental or homeownership assistance,
edtablishment and support of resident management organizations,

Housing Management Services- management services that may include preparation of work
specifications, loan processing, ingpections, tenant salection;

Crime Prevention and Safety Activities -

safety, security, and law enforcement measures and activities,

Modd Activities - approva of housing activities under model programs that are designed to
develop and support affordable housing using avariety of creetive gpproaches (e.g.,
leveraging public and private funds); and

Law Enforcement - housing for law enforcement officers on Indian reservations of other
Indian aress.

Indian Housing L oan Guarantee Fund

This program provide loan guarantees for Native American families and Tribaly Desgnated
Housing Entities (TDHES, formerly IHAS) to purchase, congtruct, and/or rehabilitete sngle-
family homes on restricted land and in designated Indian aress.

New Approach Anti-Drug Program

Thisissmilar to the Public Housing Drug Elimination Grants program except thet funds are used
by housing entities other than Public Housing Authorities. Funded activities include augmented
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Security presence, investigation and/or prosecution of drug-related crimind activity, and
security-related capital improvements.

Operation Safe Home

These funds are used to combet violent crime in public housing complexes by bringing together
acodition of Federd and loca crime-fighting forces.

Public Housing Capital Fund

This program provides funds to Public Housing Authorities (PHAS) for capita improvements
(e.g., deveoping, rehabilitating, and demolishing units) and for management improvements (e.g.,
management and community Services, supportive services, resdent activities, and economic
development) at public housing developments for low-income families.

The dlocated funds may be used for redesign, reconstruction, rehabilitation, renovation,
nonroutine maintenance, lead-based paint testing and abatement, bility improvements for
the disabled, and dterations to increase marketability by adding amenities. Demoalition or
dispogition are authorized for buildings or entire developments that are not viable. Funds may
aso be usad for replacement housing.

Public Housing Drug Elimination Grants

This program provides grants to PHAs and Tribally Designated Housing Entities (TDHES) for
thelr anticrime, antidrug efforts to reduce and eiminate drug-related crime in and around public
housing developments.

Public Housing Operating Fund

This program provides subgdies to assst Public Housing Authorities (PHAS) in funding the
operation and maintenance of their properties for low-income families. The Performance
Funding System formula determines the level of funding necessary to enable PHAs to provide a
reasonable level of services, including maintenance, utilities, and protective services, to resdents
of public housing.

Resident Opportunity and Supportive Services

Resident Opportunity and Supportive Services (ROSS) program provides residents of public
housing with services that are necessary to improve their quality of life, including academic skills
training, heath care, micro-enterprise and smdl business development, and socia services.
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Revitalization of Severely Distressed Public Housing (HOPE VI)

This program provides grants to public housing agencies, which will enable them to demolish
obsolete public housing projects, revitalize where appropriate, project sites, and provide
replacement housing for those families displaced by demoalition so asto lessen the
concentrations of very-low-income families. Section 8 vouchers and certificates are also used
by public housing families to enable them to choose their housing circumstances.

Title VI Federal Guaranteesfor Tribal Housing

This program provides |oan guarantees for Indian Housing Block Grant recipients, Indian tribes,
and Tribally Designated Housing Entities who need additiona funds to engagein digible
affordable housing activities but are unable to borrow from other sources.

Voucher Success Fund

In some areas, some vouchers have not always been used — becauise residents may be
unfamiliar with suburban neighborhoods, may be unable to come up with a security deposit, or
may have difficulty finding landlords who are knowledgesble about the Section 8 program. This
highly flexible fund isintended to help PHASs help families overcome these barriers. Funds may
be used to asss families with mobility counseling, create revolving funds to assst with security
deposits, or provide technica assistance and outreach.

Housing

Federal Housing Administration

Despite historic prosperity and record levels of homeownership in our Nation, for some groups,
homeownership remains unattainable. The Federal Housing Adminigration (FHA) provides
help for families including firg-time homebuyers, minorities, and centra-city resdents. FHA
helps these groups by insuring mortgages, making it much easier for homeowners to borrow the
funds they need. Borrowers are more willing to provide loans because they know that, in the
case of aborrower default, the Federal Government will restore their losses,

Most FHA loans for homeownership are insured through the Mutud Mortgage Insurance
(MMI) Fund. Other loans for purchasing homes, such as manufactured housing and
condominiums, are insured through the GI/SRI Fund. The GI/SRI Fund dso insures loansto
rehabilitate, develop, and refinance multifamily housing induding asssted living facilities, nurang
homes, and hospitals.
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Housing Counseling Assistance

The Housing Counseling program provides a broad range of counseling servicesto tenants,
prospective homeowners, and homeowners to improve housing opportunities with an emphasis
on obtaining and maintaining homeownership.

The Department certifies and/or recertifies public and private nonprofit agencies that provide
HUD approved counsding assistance. Counsdling can cover property maintenance, financia
management, and other matters to assist tenants and homeowners in improving their housing

conditions and meeting their homeownership responghilities.

Housing for Special Populations

(Housing for the Elderly or Disabled Program)

Sections 202 of the Housing Act of 1959 and 811 of the Nationa Affordable Housing Act
(NAHA) of 1990 authorized the use of capital grants and renta assstance to eligible private
nonprofit organizations to congtruct, rehabilitate, or purchase housing for very-low-income
elderly or disabled individuals. In addition, Section 8 tenant-based assstance is provided for
supportive housing for disabled rentersto dlow them to search for and rent a standard unit in
the private market.

Service Coordinators. Section 808 of NAHA authorized the use of service coordinators
within exigting projects for the elderly or frail derly to enable resdents who are elderly,
especidly those who arefrail or handicapped, to live independently. Services provided include
meal services, housekeeping and chore assistance, personal care, laundry assistance,
transportation services, and hedth-related services.

Assisted Living Production. This program provides operating subsidies to asssted living units
for the ederly to spur the congtruction of mixed-income assisted living facilities.

Conversion to Assisted Living. These funds will be available as competitive grants to existing
HUD ederly subsidized (Section 202) projects that convert some or dl unitsto asssted living.

M anufactured Home I nspection and Monitoring Program

This program establishes standards and safety requirements for al manufactured homesthat are
produced. Under the Act, the Secretary establishes appropriate Federd manufactured home
standards that meet the needs of the public, including qudity, durability, and safety for the
congtruction, design, and performance of manufactured homes.

Every company that builds manufactured homes must provide HUD with the plans for each
model produced. The manufacturer must issue a certification that each section built meets
Federd sandards. If the Department determines that any manufactured home does not comply
with standards or contains a defect condtituting a Sgnificant safety hazard, it may require the
producer to notify the purchaser of the defect. In certain cases, HUD may require repair or
replacement of the defective section(s), or arefund.
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The Act aso created a 24-member Advisory Council that consults with the Secretary on
manufactured home congtruction and safety standards. Enforcement of the sandardsis
accomplished mainly by third-party primary ingpection agencies. These agencies can be private
or State agencies and are approved and monitored by HUD.

Government National M ortgage Association

M ortgage-Backed Securities Program

Ginnie Mae was crested in 1968 through amendment of Title 111 of the National Housing Act.
Ginnie Mae, awholly-owned government corporation within HUD, was established to support
Federd housing initiatives by providing liquidity to the secondary mortgage market and to attract
capitd from the Nation’s capital marketsinto the resdentia mortgage markets.

Through its Mortgage-Backed Securities Program (MBS), Ginnie Mae guarantees the timely
payment of principal and interest on securitiesissued by private ingtitutions and backed by pools
of federdly insured or guaranteed mortgage loans. Ginnie Mag' s guaranty is backed by the full
faith and credit of the United States. The securitization of Federd Housing Adminigiration
(FHA), Rurd Housing Service, and Veterans Affairs (VA) mortgages increases the liquidity of
funds available to lenders making these loans and thereby decreases the costs associated with
making and servicing loans. This decrease in costs helps lower mortgage interest rates for
homebuyers usng Federd Government housing credit.

Ginnie Mag' s multiclass securities program guarantees Redl Estate Mortgage Investment
Conduits (REMICs) and Platinum securities. REMICs are multiple-class securities with different
maturities, typically between two and 20 years, or with payments based on fractions of the
MBS income stream. The Platinum security consolidates Ginnie Mae MBS pools with the same
interest rate into larger pools, which are then sold to investors.

Ginnie Mae stargeted lending initiative reduces the fees charged to lenders by up to 50 percent
for making mortgage loansin any of the Nation's 72 Empowerment Zones or Enterprise
Communities and adjacent digible centrd city areas. Thisinitiative increases the liquidity of
mortgage investments leading to an increase in mortgage lending in these aress.

Policy Development and Resear ch

Partnership for Advancing Technology in Housing (PATH)

In FY 2001, PATH supports both a public-private partnership and an integration of Federa
efforts to reduce the time to market of new housing technologies, cutting the energy use and
environmenta impact of new homes, increasing housing durability, reducing naturd hazard risk,
and reducing the monthly cost of housing and the cost of new housing.
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Research and Technology (R&T)

PD& R funds are used for research and policy andysis. There are seven categories of activities
undertaken with R& T funds. The largest is housing market surveys. These housing and financid
market data are essentid for the formulation of HUD' s housing and community development
policies.

The next largest category is program evauation and monitoring, with $5 million in obligationsin
1998. These activities help old and new programs operate more effectively by providing
independent information about program implementation and impacts.

Fair Housing and Equal Opportunity

Fair Housing Assistance Program (FHAP)

The FHAP provides assstance to State and loca agencies that administer fair housing laws
certified by the Department as subgtantialy equivaent to Title VIII of the Civil Rights Act of
1968, as amended by the Fair Housing Amendments Act of 1988. The ass stance includes
support for enforcement activities including complaint processing, training, technica assstance,
data and information systems, and joint activities to increase fair housing enforcement. The
program is designed to build coordinated intergovernmenta enforcement of fair housing laws
and provide incentives for States and locdlities to assume grester respongbility for administering
far housng laws.

Fair Housing I nitiatives Program (FHIP)

The FHIP was established by the Housing and Community Development Act of 1987 for the
purpose of eiminating and preventing housing discrimination. This program provides a
coordinated gpproach to: (1) further the purposes of the Fair Housing Act; (2) guarantee the
rights of al people to seek housing in an open market free of discrimination; and

(3) inform the public and the housing industry of its rights and obligations under the Fair Housing
Act. FHIP provides funding to help private, nonprofit fair housing organizations and public
entities that are formulating or carrying out programs to prevent or eiminate discriminatory
housing practices. The Department provides funding under three distinct categories of FHIP: the
Private Enforcement Initiative, the Education and Outreech Initiative, and the Fair Housing
Organizations Initiative.
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Office of Lead Hazard Control

Healthy Homes I nitiative

Under the hedthy homes initiative, HUD isimplementing a multifaceted program to provide
grants to organizations to demongtrate and pilot test affordable new maintenance, renovation,
and congtruction methods; implement a new public education campaign to prevent both
emerging and well-recognized housing-related childhood diseases and injuries; conduct
research; and assemble an interagency task force. In implementing the initiative, HUD is
working closdly with its Federd partners, as well as with State and local governments and
private-sector organizations.

L ead-Based Paint Hazard Reduction Program

The Lead Hazard Control Grants are made comptitively to States and local governments with
an approved Consolidated Plan and to Native American Tribes to empower them to perform
lead-hazard reduction activities in private low-income dwelings. These grants simulate the
development of a nationa abatement/hazard control infrastructure by promoting State legidative
action to establish LBP contractor certification programs, simulaing State and locdl efforts at
hazard reduction, and creating demand for such credentias by private contractors.

The technica studies component of the program contains five types of activities:

(2) technica assstance for State and loca agencies, private property owners, HUD programs
and Fed Offices, and professond organizations, (2) qudity control to ensure that the
evaluation and control of lead-based paint hazards are done properly in HUD-associated
housing; (3) the development of standards, technica guidance materials, and regulationsto
provide for sensible, cost-effective hazard evauation and control procedures, and technica
information that encourages fair and professona competition for such work; (4) technical
studies and evauation to devel op streamlined methods of testing, hazard control, cleanup,
clearance, and public education; and (5) support for right-to-know activities.
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APPENDIX |1
SUMMARY OF HUD’S COORDINATIONWITH OTHER
FEDERAL AGENCIESBY STRATEGIC OBJECTIVE

Strategic Objective
Agency 11 12 13 21 22 23 31 32 41 42 43
Agriculture X X X X X X X X X
Commerce X X X X X X
Education X
Energy X X X
EPA X X X
FDIC X
FEMA X X X
Fed Reserve Board X
Fed Trade Comm. X
FHFB X X
HHS X X X X X X X X
Judtice X X X X X X X X
Labor X X X X X X X
NSF X X
Trangportation X X X X
Treasury X X X X
VA X X
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APPENDIX V. RESOURCE ALLOCATION

This gppendix includes three tables that describe how HUD' s resources contribute to its
drategic gods and objectives.

Table 1 ligts the amount of budget authority in each of the Department’s mgor programs
and dlocates them to each strategic god. In some cases, such asthe block grant programs,
grantees have discretion with how funds are used. In these cases, estimates are made based
on higtorica trends. In other programs, resource estimates were based on the statutory
authority of the program and baanced judgment. Many program efforts contribute to
multiple or even al of the Department’ s srategic goas. We have endeavored to reflect
these resources in the predominant strategic goa when clear digtinctions are not available.
The Department is continuing to analyze and measure program activities as they relate to our
Strategic Plan and Annud Performance Plan. The Department anticipates significant
refinementsin these efforts over time.

Table 2 dlocates saff of major programs by strategic goa based on the historical
digtribution of staff necessary to carry out the Department’ s workload. Most staff contribute
to severd gods. For ingtance, every HUD employee contributes to God #5 “Ensure the
Public Trust in HUD.” Therefore, the valuesin the table reflect the number of saff whose
primary task is achieving the corresponding strategic god.

Table 3 lists the Department’ s programs and matches them with the strategic objectives to
which they contribute.

Tables 1 and 2 represent the Department’ sfirgt effort at detailed resource dloceation in the
Annua Performance Plan. In the future, implementation of the NAPA-guided Resource
Estimation and Allocation Process (REAP) will build on these efforts making them more specific
and more accurate.

221



HUD’s FY 2001 Annual Performance Plan

Table 1: Budget Allocation Strategic Goals
Increase availability of Ensure equal Promote self-sufficiency Improve community Ensure the
Discretionary BA decent, safe, and affordable opportunity in housing and asset development of quality of lifeand public trust in
($in millions) housing in American for all Americans families and individuals economic vitality HUD
RELEVANT P&F e

Public And Indian Housing
Housing Certificate Fund $14,128 $8,477 $2,826 $2,119 $706 -
Public Housing Capital Fund 2,955 2,069 443 148 295 -
Public Housing Operating Fund 3,192 2,394 - 160 638 -
HOPE VI 625 344 125 31 125 -
Indian Housing Block Grants 650 487 - - 163 -
Indian Home Loan Fund 6 5 - - 1 -
Drug Elimination Grants 345 - - - 345 -
Sub-Total 21,901 13,776 3,394 2,458 2,273 -
Community Planning And Development
CDBG 4,900 1,470 490 980 1,960 -
HOME 1,650 1,320 165 - 165 -
Homeless Assistance Grants 1,200 288 - 912 - -
HOPWA 260 120 - 140 - -
Urban Empowerment Zones (Mandatory BA) [150] - - [70] [80] -
Housing Certificate Fund [41] [41] - - - -
Other CPD Programs 174 57 30 35 52 -

Sub-Total 8,184 3,255 685 2,067 2,177 -
Housing
FHA-MMI/CHI 491 491 - - - -
FHA-GI/SRI 456 456 - - - -
Housing Certificate Fund [3,655] [3,655] - - - -
Housing For Special Populations 989 889 - 100 - -
Other FHA (355) (355) - - - -

Sub-Total 1,581 1,481 - 100 - -
FHEO
Fair Housing Assistance (FHAP) 21 - 21 - - -
Fair Housing Initiatives (FHIP) 29 - 29 - - -

Sub-Total 50 - 50 - - -
GinnieMae 9 9 - - - -
Office Of Lead Hazard Control 120 120 - - - -
Policy Development & Research 62 32 4 8 8 10
Administration (Salaries and Expenses) 649 - - - - 649

Total (Gross) 32,556 18,673 4,133 4,633 4,458 659
Offsetting Receipts/Rescissions/Adjust (514)

Total (Net) $32,042
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Table 2: Staff Allocation Staffing Estimates by Strategic Goals
Increase availability of Ensure equal Promote self- Improve Ensure the public
Salaries and decent, safe, and opportunity in sufficiency and asset community trust in HUD
Expense affordable housing in housing for all development of quality of lifeand
Discretionary BA ($in American communities Americans families and economic vitality
RELEVANT P& F ($in millions) millions) STAFF individuals

Public And Indian Housing
Housing Certificate Fund $14,128 $36 333 40 10 40 40 203
Public Housing Capital Fund 2,955 19 181 32 10 10 33 96
Public Housing Operating Fund 3,192 37 352 57 10 5 57 223
HOPE VI 625 19 176 41 9 41 41 44
Indian Housing Block Grants 650 20 184 75 10 10 6 83
Indian Home Loan Fund 6 1 6 5 - - - 1
Drug Elimination Grants 345 17 163 9 10 - 143 1
Sub-Total 21,901 149 1,395 259 59 149 277 651
Community Planning And 