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Under its Hospital Mortgage 
Insurance Program, the 
Department of Housing and Urban 
Development’s (HUD) Federal 
Housing Administration (FHA) 
insures nearly  $5 billion in 
mortgage loans for the renovation 
or construction of hospitals that 
would otherwise have difficulty 
accessing capital.  In response to a 
requirement in the 2005 
Consolidated Appropriations 
Conference Report, GAO examined 
(1) the design and management of 
the program, as compared with 
private insurance, (2) the nature 
and management of the 
relationship between HUD and the 
Department of Health and Human 
Services (HHS) in implementing 
the program, (3) the financial 
implications of the program to the 
General Insurance/Special Risk 
Insurance (GI/SRI) fund, including 
risk posed by program and market 
trends, and (4) how HUD estimates 
the annual credit subsidy for the 
program, including the factors and 
assumptions used. 
 

What GAO Recommends  

GAO recommends that the HUD 
Secretary ensure that program 
performance measures are useful, 
update the program handbook, 
develop a formal geographic 
diversification strategy, and 
explore adding factors to HUD’s 
credit subsidy model. HUD agreed 
with GAO’s recommendations but 
said that the report did not 
adequately emphasize the 
program’s accomplishments. 

The Hospital Mortgage Insurance Program insures the mortgages of 
hospitals that are generally riskier than those that can obtain private 
bond insurance.  While FHA’s process for reviewing mortgage insurance 
applications includes more steps and generally takes longer, the agency 
monitors active loans with many of the same techniques that private 
bond insurers use.   
 
Under a Memorandum of Agreement, FHA and HHS work together in a 
variety of ways to review mortgage insurance applications and monitor 
active loans.  However, FHA does not collect data to assess program 
performance against most performance measures specified in the 
memorandum, some of which are not objective.  Further, FHA has not kept 
its program handbook of policies and procedures for applicants, lenders, and 
others up-to-date.  
 
The hospital program is small compared with other programs in the GI/SRI 
fund, and the losses from claims have been relatively low. Despite the 
program’s relatively small size, some program and market trends may pose 
risks.  For example, 61 percent of the program’s total insured, outstanding 
loan amount is concentrated in New York, which makes the program 
vulnerable to state policies and regional economic conditions. While FHA 
has goals to diversify the hospital insurance portfolio and has made efforts 
to do so, it does not have a formal strategy to achieve these goals.   
 
To estimate the credit subsidy cost, or program costs, over the life of the 
outstanding loans insured, HUD uses a model that incorporates factors and 
assumptions about how loans will perform, including estimated claim and 
recovery rates, which are consistent with federal guidance.  However, HUD’s 
model does not explicitly consider some factors, such as the potential 
impacts of prepayment penalties or restrictions, which according to some 
economic studies, are important in modeling default risk. 
 
FHA Hospitals Remain Concentrated in the Northeast as of December 2005: Active Loan 
Dollar Amount and Number of Loans by State  

Sources: GAO analysis of HUD’s F47 database, a multifamily database (data); Art Explosion (map).
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www.gao.gov/cgi-bin/getrpt?GAO-06-316. 
 
To view the full product, including the scope 
and methodology, click on the link above. 
For more information, contact  David G. Wood 
at (202) 512-6878 or WoodD@gao.gov. 

http://www.gao.gov/cgi-bin/getrpt?GAO-06-316
http://www.gao.gov/cgi-bin/getrpt?GAO-06-316


<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /PageByPage
  /Binding /Left
  /CalGrayProfile (None)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.3
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /SyntheticBoldness 1.00
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /False

  /Description <<
    /JPN <FEFF3053306e8a2d5b9a306f300130d330b830cd30b9658766f8306e8868793a304a3088307353705237306b90693057305f00200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /FRA <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
    /ENU <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice




