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Urban Affairs, submitted the following

REPORT

together with

ADDITIONAL VIEWS

[To accompany S. 2607]

1:., Committee on Banking, Housing, and Urban Affairs, havingin 7;lrCed the same, reports favorably a committee bill (S. 2607) to;. 'J and extend certain Federal laws relating to housing and com-:-,r!Y development) and related programs, to provide for a rurala:,, g block grant to States, and for other purposes, and recom-'b[p that the bill do pass.

HIITORY OF LEGISLATION

r/'. Subcommittee on Housing and Urban Affairs, has held a seriesN rings on legislation and issues pertinent to the Committee ap-;I of this bill. Hearings on rural housing programs were heldC *' Mexicu on January 14 and 15, 1982. Hearings on the rural
i rant proposal were held in Washington on April 13, 1982. TheL, fnlstratlon s housing and community development legislationC.1) and general reauthorization issues were the subject of hear-""'n March 30 and April 14 and 15, 1982.

,,e full Committee met on May 6, 1982 and ordered the bill favor-reported by a vote of 13 to 0.
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EXPLANATION OF THE BILL

TITLE I-COMMUNITY AND NEIGHBORHOOD DEVELOPMENT

Section 101 provides basic authorization to the Secretary to rml:

rental rehabilitation and new construction grants to states and I.
governments within a new Section 122 of the Community T,.a v,
ment Act of 1974. Grants would be made available to help supll
the rehabilitation of privately owned real property and in comllall
ties with severe housing shortages, the construction of new rint
units.

Section 122(a) provides basic authority for the program. l'ro; ill
authority for the Secretary to provide modified Section 8 cert i fi
to units of government administering a rehabilitation or new ,,
struction program. The certificates are provided to minimize (Ii, i,
placement problems often caused by rehabilitation projects.
certificates are to be provided to families in buildings to be rii.)iai
tated with incomes of less than 50 percent of the median inecoll, f.
the area.

The Secretary is expected to provide a rental assistance ce(rlt ifia
for every rental unit to be assisted and to the extent that aut1h, I vf
available on the same basis for newly constructed units. Ilil\ .
the Secretary should ensure that certificates are provided fi,. r
habilitation projects before providing certificates on the basis I,,(f i
construction projects.

Subsection (a) (1) (C) provides basic authority for the $,.it'al

to make grants for new construction projects.
Subsection (a) (2) authorizes $300,000,000 for 1983 with $:8(. , .Isi

available for the Secretary to fund innovative programs. c -. a
expensive programs of rehabilitation or new construction iII' tl
Secretary determines cannot be effectively carried out within l I, if:
ing allocation provided under Section 122(b) (1). One milliotl XI I
is available for the Secretary to provide technical assista:nce t,' 'I u
and cities to assist in the development of rehabilitation progirlII: -tL

maximize the effect of the federal funding, to improve local pri,,-':

with poor performance, and to develop the capacity of pgover,',!:
to effectively develop and administer a program of rehabilitanti i
use of funds under this section is not limited to the provisioln lf 'i

nical assistance in connection with Section 122.
Subsection (2) (b) (1) provides for direct allocations of gal''t f'

to be made to cities of 100,000 or more in population anil sI'..'
formula. The formula composition, which is left to thile S,'' ':
discretion shall use as factors low income renter popultl i lli.
market conditions, overcrowding of rental housing. the coil'
the rental housing stock. A state's allocation shall be IMS' 1 .
above factors for population not located in cities of more tl.. i?
and in areas eli.cible for assistance under the Rural IHo ulslI-

Grant established in Title V. to est
Subsection (b) (2) (A) authorizes the Secretary to estal"ii '-

mum allocations for direct allocations where a lesser aflhi.'

make a program infeasible. When a city's allocation falls I!~'

minimum allocation amount its allocation shall be added to i *
allocation.

S.i:ection (b)(2)(B) authorizes the Secretary to adjust alloca-
";1,1de pursuant to Section (2) (b) (1) by 15 percent above or
, ithle amount of the original allocation on the basis of the
e,.,' performance in rehabilitating units that will rent at a level
ibe. low the payment standard for the area. The basis for the

L::: tioll shall be the extent to which 80 percent of the units reha-
· i.,,t ,1eet the rent standard for the area.

a., ljustment of a grantee's allocation on the basis of program

;. ilance is fundamentally different from past housing programs.
.kioal ,f requiring rents at an established level or other regulatory

,,,'l. the program uses an incentive system to encourage perform-

I.'! ction (b) (3) (A) requires a city or a State to submit an appli-
;I, for the Secretary's approval prior to the receipt of a grant. The
::,.aton shall show evidence of the grantee's capacity to under-
.. Ilgram, the financial feasibility of the program, the effect

I. rigrlam on neighborhood preservation, compliance with civil
''i:1Iti other applicable laws. The Committee intends the applica-
' '. iwV and evaluation to judge an application on an overall basis.
X iw'ation will meet the threshold requirements or it will be
-::i. lt the Committee expects the burden of proof for rejection

hlie Secretary.
,;- , Ile principal purpose of this section is to expand the avail-

· ef ;lm'd(l'able and decent housing and most cities can most eco-
.; elleet, this need through a program of rehabilitation, the

eI, x cts most communities to operate local programs. How-
' . (olltiittee recognizes that in some arueas new construction

III.ssalry to improve the availability of appropriate rental
_I tl':aIIsc new construction is seen as an exception to the reg-

,::" ,I'.I an applicant is required to meet the specific condl-
;it make:l a program of new construction reasonable for that

I 'iii'tally, subsection (b) (3) (B) requires that the Secretary
if an Icrea is experiencing a severe shortage of rental housing,

' ;,I *very low vacancy rates, and that a program of other than
- t ilol is needed to improve rental opportunities, or to advance

..lnroii preservation grant. A program of new construction is
lo Ine operated within the constraints of a yearly grant

'tllr lgre innovation, full use of available funds, effective pro-
; :~lllitlration, and performance, subsection (b) (3) (C) author-

t rit'tary to make grant awards up to 120 percent of the
Ji' Ii(led to a city under paragraph 1 to the extent that

li\V;ilable. The Committee expects funds to be available
lI'..d states do not choose to apply for funds or where appli-

\' Ilen denied.
:ilt ( I) (A) gives the Secretary authority to limit allocation

1 .( cction 8 certificates to the number of units to be reha-
:' It ity or a state. To the extent that authority for certi-
t:laiell tilhe Secretary shall make those certificates available

" )' 4f the number of units to be constructed under the provi-
'it(1).
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Subsection (b) (4) (B) requires that all very low income tentli ,,!buildings to be rehabilitated under this program be offered assislIt,,,under the modified Section 8 certificate program. To the extellt ,,!available authority, housing assistance may be provided to exisli,.
tenants with incomes of 50 to 80 percent of area median inconme at Iltdiscretion of the local agency. In no case shall housing assistaw,,. Ieprovided to families with incomes of more than 50 percent of mnw,,li:income if the family was not a tenant in a building to be rehablilita:,l.
under this section.

Subsection (b) (5) requires each grantee to submit to the Set1re: l -an annual performance report and the Secretary to review\ ,---egrantee's performance on an annual basis. Each grantee shall I,,
viewed for its performance in carrying out a program as deseril,,,l r:its application, its performance in carrying out activities in a l ,t1,manner, and the use of funds in accordance with law.For states that distribute funds to local governments for alllllit.
tration, the Secretary shall review perfornmance in terms of tilltdistribution, and the state's review of local performance.

The Secretary may adjust, reduce, or withdraw resources as :alq"tpriate in accordance with the findings of the reviews. Amnolli ,iibecome available through action under this section shall be rea I,, :1,'in the year in which they become available as determined I! 'tSecretary.
Subsection (b) (6) provides that funds that are not obliznilv,lfiscal year are added to the amount to be allocated to all citi6e(. 1.succeeding year.
Subsection (c) establishes the basic requirements of the pt.i)::

Rehabilitation assistance is limited to residential rental pirolt' Tlow and moderate income neighborhoods as chosen by the gral lh.. Irehabilitated units shall meet the housing quality standards eslf :ht .iifor section 8. Subsection (c) (3) limits the grant provided for t,(.1l' :tation to 50% of the total cost of the rehabilitation. However. ill -icircumstances where refinancing costs and the nature of tIle l' ileincrease the rehabilitation costs substantially, the Secretary fiI:t, iprove assistance up to 50% of total development costs incihlt(i,l' r
cost of refinancing.

Subsection (c) (4) prohibits rental restrictions such as reil i .to be placed on properties assisted under this program.
Subsection (c) (5) prohibits discrimination against fanlilic-,

ing rental assistance by owners of units assisted under this 1"' ':~Subsection (c) (6) requires that to the maximum extent ,', 'i IIborrowers shall be personally liable for any new project intodl" P
However, this provision may be waived in cases where the . Stdetermines that the application of this requirement will ulntdly ! 'the use of the program, where there are projects invblving ':'struction, where syndication will allow greater leverage of i""funds. and in other cases where the Secretary determines that I"" '..
liability is not practicable.

Subsection (d) (1) establishes the requirements for progrIt.11 iinclude new construction or rehabilitation which is so costl 'comparable to new construction. Cities are permitted to (le('c'l '

,,is which include new construction provided that the Secretaryj.,,roves the program and the program can be carried out within thei,,int of the allocation for that city. Where a city chooses to build:?w- units, that city will be expected to build those units within theIn-.traints of its annual allocation of funds and within the more re-rn.tic e rules contained in Section (d) (2).
',ilsection (d) (2) (A) requires an owner of a newly constructed

PM,,ct to enter into agreements to assure compliance with all rules1 restrictions of the program and to agree to such conditions as
f V 1he required to assure financial feasibility.
.'bection (d) (2)(B) requires that a newly constructed project

(;t maintain 25% of the units constructed in occupancy or available: : ,wcupancy by very low income families for 10 years. This require-i.int is in direct contrast to the requirement in the regular rehabilita-
j: p)rogram where low income occupancy is a performance goal
r.:lli has an effect on subsequent grants. In the new construction pro-pa. low income occupancy is a mandated requirement.

ibsection (d) (2) (C) requires an owner to pass on to tenants re-:(I.nn in costs due to the assistance provided. It prohibits an owner
i -:: refusing to rent to a family solely because the family is receivingirtal assistance. It also prohibits an owner from converting a rental

*:i,:.~it to condominium ownership unless the low income occupancy-. ireilents of (d) (2) (B) continue to be met.
'Il ,tion (d) (2) (D) establishes additional requirements that: totIal mortgage principal amounts to the limits contained in Sec-

2" :,' of the N at;onal Housing Act. It also establishes authority for
l;-s tee to establish interest rate and other conditions on projects.

'.l'ti lon (d) (2) (E) requires that a new construction project must
'i. 'li fi\. or more units and must be used for residential purposes.
'.l ,t ion (d) (3) (A) requires an owner of a project to repay anyA i'IIl'(\ received under this section plus interest if the owner fails to"' t"all. tileet the low income occupancy requirements for 10 years.

I i ::l (I ) the authority of the previous section is established as a: %:talist the property.
.*' a',:iol (d) (4) authorizes mortgages on projects assisted under

"'""l' to be eligible for insurance under the National Housing

siotii, (d) (5) (A) requires that rents for units to be maintained
t :Ii'":lc occupancy be approved by the grantee and that those

. t the rcquirements of the U.S. Housing Act of 1937.-.'itll (d) (5) (B) provides that rents submitted for approvali ) (A) (A) will be deemed to be approved if the grantee has not'itl:. 60i days. It further provides that a grantee cannot place
' ,,s on any of the rents for units not maintained for occupancy

i 'ilO e families under subparagraphs (A) and (B).
tultu ( e) (1) authorizes states to administer grants not directly

G 'i b y)) cities under subsection (b) (2) (A). A state's grant
x 'Nrl for areas not administering their own grants and for

'. .iire for assistance under the rural block grant established
Itt' It " f the National Rural Housing Act. Under this section a* itllister its own program or distribute resources to eli-'!gIVexmrnments
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Subsection (e) (2) makes the state run program optional with I
administering the resources where states choose not to adminia4
program. ·

Subsection (f) requires the Secretary to establish regulations
erning relocation payments and standards.

Subsection (g) prohibits the use of any federal funds unlhir tM
program for the payment of administrative expenses.

Subsection (h) (1) requires the Secretary 'to establish regnl at;t
which support national historic preservation objectives by rMe,41
rehabilitation that would meet historic preservation standards for hi
toric buildings or by providing the Advisory Council on lfitc
Preservation an opportunity to comment.

Subsection (h) (2) exempts uroiects from NEPA requirenlell,,.
yond those required under the CDBG Act.

Subsection (i) defines grantee for this program to be equiNcal..r I
the use of the term in the CDBG Act of 1974.

Section 101(b) authorizes $4,196,000,000 for the CDBG Act of L
for fiscal year 1983.

Subsection (c) limits obligations under the Section 108 lonan
antee program to $225,000,000 for fiscal year 1983.

Subsections (d) (e) (f) and (g) makes conforming amendlrllr.sr,
the changes contained in this section.

Subsection (h) provides: In the case of a mortgage insuredl irt
Section 223(f) of the National Housing Act on a propertvy ',, }t.
eligible for rental rehab grants, Section 244 National H-Ioulri-, A
coinsurance includes provisions that-

(1) insurance benefits equal the sum of (A) 90% of the rllrSrt
on the date of institution of foreclosure proceedings (or on lr i
of acquisition of the property otherwise after default), an(l (t) to
of interest arrears on the date benefits are paid: (2) the mor-t g,1-- I
mit to the Secretary 90% of any proceeds of the property. ilrwI
sale proceeds, net of the mortgagee's actual and reasonable cost- r 't.
to the property and the enforcement of security; and (3) pi)1 .It- !.
benefits be made in cash, unless the mortgagee submits a wori::
quest for debenture payment. No commitment for insurance rIll' r¢t
authority may be issued on or after October 1, 1985. (sec. 7 (a))

Subsection (i) provides: In the case of any purchase or reTfirntT4
of a property eligible for rental rehab grants under Sectioll I
of the National Housing, Secretary may-(A) include reha,llti*
costs of not to exceed $20,000 per unit, with up to 25% more fir I
cific properties where cost levels so require; (B) permit sell ttrdr
liens securing up to the full amount of mortgage financing plrovi!l
State or local governments or agencies thereof; and (C) l a)' I.'
in cash unless the mortgagee submits a written request for dle1w: -

payment. (sec. 7(b))
Subsection (j) makes conforming amendments in accort(lai ,

the foregoing Section.

Urban homesteadilng
Section 102(a) provides authorizations of $12,000,000 for 15-~

such sums as may be necessary for 1984. _ . .. d
Section 102(b) amends several sections of the Urban Ho rtW5,

Act to allow properties to be transferred at greater than no

, Iorc valuable properties to be used within this program than
ailalble previously. It also provides that in those cases where

iri\v receives more compensation for a property than it paid the
al g'(rCcmrnment, 50 percent of the excess payment must be re-

-. lto o the Federal government.
- v.,i,.t ion (c) provides authority for the Secretary to demonstrate

: .,ral of multifamily homesteading under this section.
!;, ition, (i) provides new authority for the Secretary to experi-
,Iti, il lhe use of modified Section 8 certificates to be used in con-

7..11 withli the Urban Homesteading program to help low income
.. ptrrchase homes. The Committee is eager to explore the feasi-

.\ ,,f Ising Section 8 certificates to advance homeownership for
,,w inc ome families, especially within the context of rehabilitated

.... !lillesteading properties. The Secretary is authorized to utilize
-o, . le} I rlder this section.

':7 rs

illrtl 103(a) (1) and (2) provides for the repeal of the Section
i:.; hbilitation Loan program with the exception of those pro-

:r iccerning the creation and use of the program's revolving

-.:-,iorn (b) repeals the Surplus Land Program contained in
I. l 11 . of the Housing and Urban Development Act of 1969. Sec-

; 'l Il lrnits the General Services Administration to transfer
Fv- i deral real property to IIUD and the Department of Agri-
1f`r, sZale or lease at fair value for use for predominantly low

cr. .alerlc income housing.
lithillo to repealing Section 414, this proposal would permit

]t: ml FlnmHA to dispose of surplus property within 120 days
r;'',,t eicl'tive date of this Act if either Secretary had requested

', i ran.lsfer the land prior to the effective date of this Act. This
- .- rvy to assure that adequate time is afforded the Secretaries to

',' i;rnessing of projects in the pipeline at the time of enact-
r; lie, 198!3 legislation.

r--til (c) repeals provisions of the Urban Renewal, Open
- ltrll inld Neighborhood Facilities Programs in order to reduce

* I r1lll\nlcent in decisions which are more appropriately made
*' 'a I wel.

r:ri1rq (1) of subsection (c) would repeal section 106(g) of the
A: \i of 1949. This provision requires localities to obtain a

B ' Ih(,,sing study before an Urban Renewal Plan can provide
11n-1ll 'rI.tion of hotels or0 other transient housing in the Urban

-'I t{a. TIire study is to assure that there is a need for this type
" .III il tlhe area. This requirement would be deleted, since the
' ,lltrilning whether to perimt transient housing is one that
'' ' :Itle by local authorities who are most familiar with local
'"l Irlarketing conditions.

*-:ri)Il't (2) and (3) of subsection (c) would eliminate provi-
V, ()Olen Space Land and Neighborhood Facilities Programs

'",ilti t tile conversion of land or property obtained with assist-
' t I'')(, P'rotgrams for uses other than those intended at the time

" , Irlalde, without prior Federal approval. These changes
I-r ' r .I.. locality complete discretion in determining the appro-
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priate use of its land or property, and would thereby promote the v

to decentralize the decisionmaking process and speed its return to Il

control. The locality in which the land and/or property is sitlllM

best able to determine what is the most appropriate use of its reim,i

and whether or not a conversion to another use is consistent w\ithl

needs and objectives.
Specific provisions to be repealed include:

Section 703 (d) of the-ousing and Urban Development At

1965. This authority prohibits the Secretary from approvinr

conversion in the use of neighborhood facilities during a '21

period following the grant, unless HUD finds that the con 'er

is in accordance with the then-applicable program of h,<

recreational, social, or similar community services in the i .ai.

is consistent with comprehensive planning for the developlll.n

the community in which the facility is located.
Section 704 of the Housing Act of 1961. This provision ai!

the Secretary to approve a conversion of open space ]and to .

purposes only where HUD finds that (1) there is other ?tom?

able land available for substitution; (2) it is needed for or.!

growth and development; and (3) it is in accord with the CMDi

hensive plan for the urban area.
The second sentence of Section 706 of the Housing Act ,If 1

which gives the HUD Secretary general authority to iln,

proval of the conversion of land for which a grant wias ,Iu;l

acquire interests to guide future urban development.
The Department of Housing and Urban Development's ,lili;it

of the Secretary's Discretionary Fund to develop the eblllnils

Advisory Service has clearly demonstrated a highly effective, :.-

technical assistance resources. It is unfortunate that a proj .(I

kind has been terminated. The National League of Cities 1.. qol

commended for its efforts to make the Advisory Service seluch t i I

tive tool for local governments. By providing direct assistalcyt' t'

70 cities, this service helped local government secure millions of .lb

in private funds for housing rehabilitation, while streamlinll" I

programs and reducing administrative costs. We believe I-ll IV ' ,

focus use of its technical assistance funds on such projects a,'1

the Secretary to reconsider discontinuation of effective effort

area.
TITLE II-HOUSING ASSISTANCE PROGRALMS

Title II of the Committee bill contains significant modiiar .::'l

subsidized housing programs administered by the .epf '.r..

Housing and Urban Development. Faced with contintll!u -

growth of federal outlays for housing subsidies, the (Com1Irl't'"

directed its attention to Improving the operations and efliciell'' s
going housing assistance programs while maintaining the stor'li -

sidized housing already built. With the modifications of li I i:

Committee brings the discipline of market transactions to 1i

housing rather than continuing reliance on Congressiolfnl l

and HUD regulations. This discipline will improve the ePl"
effectiveness of housing assistance programs. , I

In the Committee bill, a "modified certificate program' "ier !-

the Section 8 existing housing program. A new two-t. i

I 9

fill(ling of public housing operations will improve HUD's over-
I.:l fngli.ng of the nation's stock of public ihousing units. Im-

, ,,.lts to the specification of rents for subsidized housing tenants

.,,,ase the fairness of rent collections between subsidized tenants
,,ct1 states while avoiding undue hardships to needy families.

.,,,,u miscellaneous housing assistance changes are also made.

, .... I;fi ,d ccrtificate program

,: t'r 11")011 eHUD's experience with the current Section 8 exist-

,,:oijg program and the Experimental Housing Allowance Pro-

I , ,d(litiedt certificate program" is created in Title II of the

,io itmodified certificate program will improve the Section 8

Il.lillg progeram by giving very low-income families more

tv to "slhopl) around" for housing best suited to their needs.

lL keepl any savings if they lease an apartment at a lower

,,l1l tIl,( program payment standard and are allowed to lease

.xlllsive unit if they want to pay the excess. This shopping

.,, will give assisted tenants the same choice between housing

," IMetls they would exercise in using their own money. This

I,tv tnants will constrain the inflationary impact on rents in

i ot section 8 program where landlords often just raise rents

: xu' m' I'I:Xi ll fair market rents since tenants get no savings

I ott'o rel'(lt.
m ,ljtlitied certificate program also will improve the responsive-

i thh sulbsidies to local rental market changes. In the current

pr, gri,.,all, fair market rent ceilings are increased automati-

Ill 1) regulation applied around the country. As indicated

'.ililtlrds generally just raise rents up to the ceiling each year.

' !!:lili(el rcltificate program, the local public housing agencies

5:", alliiiistering the program are given the discretion to ad-

:-4:itiii paymllents twice during the 5 year contract term based

* n- ll.,al Il:iaket conditions. These adjustments are paid for by

t \ flron aln extra 10 percent funding beyond the estimated

... I w'rl!mets in the first year plus any amounts that become

m. ti rIogli higher tenant incomes or through tenants dropping

" rgaii. The PHA can also use these extra funds to bring

li\w inlcolilc families into the program.
':. lih le\V "modified certificate" program will focus assist-

;it jdel(-iic st families. Except for families now receiving sub-

. , ,xiring Section 8 contracts that may be converted to

q i'.rlalllu, entering families must have very low income (or

'I" l''oers it of the area median income with adjustments for

- / - I o i ol public housing agencies must also give priority

-ttn culpy substandard housing, are involuntarily dis-

" ai yl'illng more than one-half their income for rent.

,,I Il, tleo payment standards which set the initial target

:I" :lt lmod(lified certificate program, the Committee has di-

, Ill,) Secretary to establish payment standards on the

:ii : I .i,1 set forth in a regulation within 60 days after date

1): lli will thus be subject to Congressional and public

i' l .l(lit standard is to be based on rents of decent, safe

i t isi.lirg in the local area so the program will assist very

ftnlilies to be able to find and rent adequate housing.

i
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Public housing operating subsidies
The Committee bill contains a major restructuring of the publicJ

housing program in an effort to assure its continuing viability whijl
providing some certainty as to the funding level of operating subsidis.]

Public housing is the oldest federal housing program for low ineorlt
people. The President's Commission on Housing noted that the 1.2 ,,ril.
lion households living in public housing have incomes averaging ,nly
28 percent of median family income. Moreover, public housing ac .,lrn.
modates households which are especially difficult to place in the pri vatel
rental market, including many single-parent, minority, and h:lrf
families. Because public housing operating subsidies require a s.plJa
rate, annual authorization and appropriation, the cost of the prog am
is evident. Yet, again according to the President's Commissiol, a
Housing, the 1981 costs of public housing (debt service plus ope rnt irng
subsidies) were approximately equivalent to the direct Federal sulhidj
that would have been required for public housing tenants had tle

been in the Section 8 Existing housing program. While costs do varj
widely from project to project, public housing costs are not out of Ir
with those of private rental housing.

In proposing the restructuring program, the Committee inten-
meet three objectives:

Provide a predictable source of operating subsidy funding f, r
three year period;

Deregulate, to the maximum extent consistent with the sl.)i
requirements of law, the operation of those public housing 1. oii
ects which are efficiently managed;

Provide resources and authority for HUD to work with pi lh
housing agencies experiencing adverse management, operat vill
physical conditions which prevent maximum deregulation of -.dl
agencies and which require special attention and resources.

The Committee proposes substantial relaxation of HUD regll I OI
governing public housing, particularly for the vast majority of lnin
that do not fall in the category of experiencing some form of 1liib
agerial or operating difficulty and financial incentives designed to, -1t
mately wean them off federal operating assistance. The Commii l. hI l
provides the legislative vehicle for this reassessment of public oth-:l
subject to the overriding concerns that the program provide i'l, i "'
housing for low income households at the lowest feasible co.st iIt ,
federal government. The separation of public housing authorit ic" ;

"Tier A" and "Tier B" categories will provide substantial del'W.ki
tion of Tier A authorities, those with the bulk of the public l.11-'11
units that are not troubled. This separation will permit HUI) t 1' f'
its attention and resources on Tier B authorities, with the int.O'1
purpose of working with those local agencies to resolve their pr,,l' ,
and convert them to Tier A status. The goal is to have all nll lli('t
become Tier A authorities. A chart schematically depictingt t I'-
program's structure appears below.
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Tenant rents and utility collections
Title II makes several changes to provisions governing tenllal ,I

and utility allowances in order to improve the fairness of relt. -
lected from housing tenants assisted by welfare in different Stati, .-
to avoid the current problems with negative rent payments to c ., i.
tenants in States with high utility costs.

First, the tenant rent requirements are modified to establish w-.; f,
program "shelter allowances" as a minimum rent in all States. I'!,
current law, tenants pay as rent the greater of: 1) 30% of iilj.*t'
family income, 2) 10% of gross family income, or 3) the shelclc i ai i
ance from welfare grants if the allowance is designated by ti hi-
and adjusted for actual housing costs (which 10 States andi t'rrit,,r
now do). This third item for shelter allowances is changed in Ilh, ( t,
mittee bill so that amounts allowed by the States for shelter c(-it- I
become the minimum rent even if the allowance isn't adjuisthi
actual housing costs. For States that don't designate a shel'ter :h
ance portion of the welfare grant, the HUD Secretary wrollll l-
mine the minimum rent but at no more than 30% of the welfar, r rl
In either case, the HUD Secretary can prescribe adjustnmt- ,> ,
"shelter allowance" minimum rent. Such an adjustment i, e \l
to be made, for example, to avoid forcing a large welfare-ai( v nlo
to pay higher rent than a similar family with the same ilnt- ,.:
from other sources.

This change to minimum rents will not impose an undulle, h ]ii
on currently subsidized families because it is subject to a e ' I I
increases of 10% per year which has been maintained by the ('tor ill o
from legislation enacted last year. In addition, the Col\inijii
strengthens the protection this 10%o cap provides to current t( ,i '
expanding the cap to cover rent increases caused by regulatiri- t i-
as changes in law.

Secondly, the Committee W bill changes the way utility nllos i
provided mi subsidized housing to avoid "negative rents". (' ,
an allowance for utility costs is made as part of HUD rent -t.
so that families directly paying their own utilities won't Ia vi -
housing costs than families in buildings with master utili"l
where the utilities are part of the rent. If the utility n11 \ "
greater than the rent the subsidized family is supposed to I
public housing agency sends the tenant a "negative aerent' cle"
the difference. The Committee bill avoids these "negative ire l- 2

quiring the PHA to pay the utility company on behalf of t i'
The PHA thus collects the rent plus any excess utility cbar .go r
the utility allowance. While this change may increase the fdll' ,
tive costs to public housing agencies, these costs can be off"i t l .2

utility rates for bulk utility purchases by the PHA.
Finally the Committee bill corrects a provision illn ith I#

Reconciliation Act of 1981 that would have allowed State S' tEl:
of reducing AFDC grants for households receiving hoi"ill "'
No state has yet taken this option but such reductions N, Wild It
some of the costs of welfare grants from the states and t'lln I
Human Services Department to housing programs (by "'
$361 million in fiscal year 1983) and would leave welfa2l (:it
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-,:Ilicze( housing with less income for non housing items than wel-
-. faialies in unsubsidized housing.

i.. i *ip ous changes
| lr II also makes nunlerous other changes to housing assistance

[ .. :lniS. These are identified more completely in the section-by-
,. ·. 'in analllysis, but the more important provisions are:

i. New reservations of housing assistance in fiscal year 1983
rII limited to $7,222,730,000 budget authority and $582200,000

ililiald contract authority. This could be funded from deobliga-
:ion llld recapture of prior reservations under HUD's projections
ilt if necessary authority for new appropriations is contained in
hi( ol('nmittee bill. The program activity allowed by this total

it as follows:

FUNDS PROVIDED FOR SUBSIDIZED HOUSING
, ..----

Annual contract
Units authority

Budget
authority

_ ___ _t

.abilitation and development- ---------- 50, 000 110, 00,000 550, 000, 000
-' ,; ini block grant- ----- ----- 10, 000 22, 000, 000 110, 000, 000·.-'alni demonstration_ - - 400 880 000 4,400,000

-------------------- Ct--- --- - 76, 615 168, 553,000 842,765,000
-'- .----------------------------. 137, 015 301, 433, 000 1, 507, 165, 000

{I . I t:t" housing:
f'7 :n irovm Sec. 23 program ------------------------- 5 13 555 000 203,325,000

___------------------- ---- ------_____ NA 17000, 000 152, 000, 000

----- 30,555, 000 355, 325, 000
* 1 <'r. s,* ubstantial rehabilitation:

. 1 oing ------ ------------------------- 612,000 ooo 012,240, 000
.------------------------------------ - NA 43,600,000 1,048, 000, 000
*. , ' ................................................... 144, 212, 000 3, 060, 240, 000

'V:- -- - - -··· .- ............................ .NA 90 1, 000,000 500, 000000
------------------------------------- NA 90, 000, 000 2, 300,00, 000

532, 200, 000 7, 222, 730, 000

A lm llorizations for the Section 202 program of elderly hous-
-: ,:ll, ale increased by $790,290,000 to support 15,000 new and

!;iliI1;llly rehabilitated units in FY 83. The associated con-
- :,ti se'r\ices program is also authorized at levels of $10 million

"F n:;, $11 million in FY 84, and $12 million in FY 85.
X!' seection 8 new construction and public housing new con-

,'I'l programs are repealed except for obligations entered into
- I S., and for use of Section 8 assistance to elderly housing

"]""I ,with 202 program loans. The long-term (20-40 year)
' 'I'"'l 1 obligations and other costly features of these programs

: the Colnmittee to adopt a program of up-front housing
I. Ttle I of this bill contains the rental rehabilitation and

'' :ulIt program as a substitute for the public housing and
*': leXV construction programs.

t

l
t
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TIT·LE m-PROORAM AMENDMENTS AND EXTENSIONS

Title III provides two years reauthorization of FHA insu
programs except for Sec. 235 which is extended for one year
Reauthorization is not provided for a number of unused or prevol
eliminated programs.

The Committee expresses its continued support of the hot-
industry by authorizing GNMA to make commitments l;tp
$68,000,000,000 during F Y 1983. FHA is authorized to make up
$41,000,000,000 in commitments to insure loans.

The FHA interest rate is allowed to float with national mong
market interest rates. home buyers have been paying for di(s,.
points charged by mortgagors when the FHA interest rate waen
than the market rate. Ironically, this additional cost has the eilh t
increasing the amount of cash required from the home buyer in p
grams designed specifically to limit the down payment.

In response to the need for innovative financing, FHA is antlo
to insure a limited number of adjustable rate mortgages (ARlI
and shared appreciation mortgages (SAM's). The use of glrait
payment mortgages (GPM's) is extended to multifamily mortg
Restrictive provisions on the insuring of cooperatives, condomnum
and manufactured homes have been lifted.

FHA is given special abilities in order to insure mortgag,,if,
made on Indian trust lands. In the past, otherwise eligible I .,
home buyers have been unable to obtain financing due to the il\tdiK
to transfer title to the land. These provisions address the serio-ll
for housing on trust lands.

In order to prevent fraud and abuse, applicants for benefit, ua
HUD and FmHA programs are required to provide their sorinl
rity numbers. They are also required to sign a consent for otl Ir Fr
-ral and State agencies to release information in order to verify N.f

mnation supplied on the application.
The Neighborhood Reinvestment Corporation is reauthinril 4

$15,512,000 for fiscal year 1983.
Restrictive requirements contained in the Federal National it

gage Association Charter Act have been eased allowing solme t.h
in FNMA's capital structure. Mortgage purchase limits are rw,,-
FNMA is authorized to purchase mortgages held by the I" ll'
FSLIC regardless of the requirements of its regular mortgn 'i4
chase programs.

The Federal Home Loan Mortgage Corporation Act is also iTr. '
to remove mortgage purchase limits and to authorize pullr 'I
FDIC and FSLIC held mortgages.

TITLE IV-ALTERNATIVE MORTGAGE TRANSACTIONS

Title IV authorizes all housing creditors to make purcht ll ;'
force alternative mortgage transactions, notwithstan inu '
long as such transactions conform to regulationsissued )' :"
troller of the Currency, the National Credit Union Adn!mili ;'n -;
the Federal Home Loan Bank Board. Within three years ,f .1 4

tive date of this title, any state may reject the provisio ofs
with respect to transactions subject to the laws of such state
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e o(ilrmittee is aware that there is ongoing litigation regarding
,,lltlority of the Comptroller of the Currency to issue an adjustable

j aortage regulation insofar as it preempts state laws and it
j' . ,tIhaIt the litigation will be resolved in accordance with the judi-

TITLE V--RURAL HOUSING

li;, ('lllmittee on Banking, Housing and Urban Affairs has re-
,, th, ie objectives and operations of the Farmers Home Adminis-
:.,!1 as directed in the Report on the Housing and Community

>.op.lilllnt Amendments of 1981.
*. xlillning the housing problems faced by low income residents
.!a nl.: eas, there was grave concern that despite the high level of

I 'll spending for rural housing, most of the benefits have not gone
--: ,: , \swho need help the most. The structure of the FmHA pro-

- s such1 that without long term obligations and excessive ex-
i. low\\ income persons cannot be assisted. Although single fam-

!.rllillgs represent the predominant form of housing in rural
t; h e. emphllasis on this form of assistance has skewed the thrust

d,'. (prnCra n toward moderate income persons. The Committee sees
t liliproneh toward housing production inappropriate as long as

.*1- ()1 poor rural residents go unmet. Therefore, this legislation
c:tp t halt. assistance must go to the neediest segment of the popu-
It is the intent of this Committee however, to avoid entering

r .,lv add(litional long term commitments which will compound the
-i' 'iol ,f federal expenditures in future years.
:- 'olllnlittee has also become cognizant of the hidden costs of

:rent FmlnHA programs, which result mainly from the budget-
. -.tl I, and practices employed by the agency. It is the intent of

h ,llllittec to make FmHA accountable for its activities by pro-
: for lentl in the annual budget.

','lllllittee contends that FmHA direct lending activities may
' I"ivatt lenders from developing as a source of mortgage
' Ihe availability of credit at below market rates has inhibited

i dr.llth of private institutions which were unable to compete with
-* Ai t for business.
-'!irinllg FmHA to make loans at the prevailing market rate
.rlnteclng loans made by private lenders, the gap in the avail-
;f crrnlit in rural areas should be closed.

- rnal Housing Block Grant provides States with the flexibility
.'p new\ mechanisms to serve the housing needs of the poor.

;: '4,lrold program initiatives will be more responsive than the
' !:llA ifprograms which -are now in place.

, ""i"i "lay engage in a variety of activities including the re-
' f existing units, the provision of rental assistance pay-

.rr ()Onsl rclletlon of new units and will blend these activities
'"[YI' lxICet. local needs. Congress set a precedent in acknowledg-
Til :))li 'ties of the States by endorsing the Small Cities Block

B,·. ('oemittee continues this sentiment and believes that deci-
":trlin thie most suitable type of housing assistance for low

I i'ra r"si(lents can best be made by the State.
','. \"it O, V amends the Housing Act of 1949 authorizing
' I' lolne :Administration to extend credit for rural housing
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,roLrams in fiscal year 1982. The need for very low income housing
, !irl areas has been traditionally overshadowed by urban needs.

.lre5s has largely overlooked the mechanisms used to provide hous-! I, remote areas of our nation. Thus, Rural Housing programs are
oI In antiquated models that were discarded from urban housingYl ,t ,s years ago because of their high cost and inefficient opera-
et. the i FmHA programs have continued to receive annual fund-
Il. i l nl liimal review or modification. In 1977 the FmHA appeared
o1 F, ,r1I CGonmmittee. The testimony shows that FmHA housing pro-
.It, Ibeen unable to reach low income families in rural areas.

l. .-vsitdnce supported their advocacy of a new program called Home
l. t.Xhil) Assistance Payments. Although HOAP was enacted, funds. i, :, ,ver appropriated for this purpose. Despite the fact thatl i il;A difficulty in providing an accurate profile of the population
.-·l ! its programs, it is abundantly clear that the agency is no

lI '. r trlilpped to meet the needs of the poor than it was five years ago.
t isolulenis are compounded by the diversity of the roles assumed by.l* nihI A local officials. These officials are expected to provide hous-

1,isltntace, as well as to make and service farm operating loans,
wllelrshllip loans, community service loans, water and waste

1'-. !,11 business and industry loans, and to conduct the inspectionssites. The obstacles in providing housing services in rural
.i at significant enough to require a concentrated effort which is

l ::iltedl y this diversity of responsibilities.
I of Title V therefore contains a restructuring of the rural

: delivelry system which the Committee finds necessary toi' a eXlnd the flexibility of rural housing programs, multiply the
lf Federal resources and enable these resources to aid the truly:.. i liil al areas.

I'%eal this Committee recognized that many state governments
ll increasingly active in economic and community develop-'Itl1 liat they have established the capacity to solve many of the
lProblellls facing their non-urban areas. Last year the Con-

hilrsedl the state administration of HUD's Community Devel-
SIllall Cities Program. The inherent success of the new smalli rgigrnl lfies in its ability to adapt to and serve specific state con-anl lntels. Thirty-seven states have seized the opportunity this
Oatll It esents to provide imaginative, responsive programs.

lT Io"l Housing Block Grant in Title V of this year's Act has
-'-"(tl as ait complementary program and gives states the oppor-

\i1Iit.N- and resources to develop programs that meet the
--ttlitlons of their rural low income population in ways the

pi'; ro gram cannot. The flexibility provided in this legisla-
l''t\\ e Sts to use creative approaches in designing effective

;l-ti (delivery systems. The legislation will however require
i;I assistance serve very low income persons in rural areasII'"1iti than it has in the past. To accomplish this very low

d - '"itetld at or below 50 percent of median income.
't '"ts behllind this rural housing block grant proposal are.

" 'ilh aInd closely tied to the recommendations made in the
l I : tlile President's Commission on Housing. The Com-

"s that;

through direct loans and the guarantee of loans made by priv
lenders.

Farmers Home Administration's original role was that of a lor
ing agency. The agency made loans in rural areas where, becalm.n ,
a lack of private lenders or an unwillingness of lenders to exte,1
credit, financing for housing was unavailable. While financial il!. iti
tions have greatly expanded their mortgage lending outreach in itparts of the country, the Committee believes that credit availallilj
may still be a problem in some rural areas. To ensure a ready srtlr
of housing credit in such places, this legislation authorizes the l" jl
to make direct loans at prevailing market rate and to gmit al
private loans as required.

Of the total 895 million dollars authorized for the loan prog.It
666 million dollars is available for direct lending at the plrevll'
market interest rate. The Secretary will use the best available ilI
mation to determine the effective market rate in eligible rural ir
The Secretary may use data sources such as the unpublislledl
which are compiled on a monthly basis for nonmetropolitan ar:a,
the Federal Home Loan Bank Board.

While the operation of the direct loan programs has remained
sistent with existing law, the Committee proposes changes to lt,.
program to facilitate rehabilitation activity. Section 504 palitipl
would no longer be precluded from the program if they airti l!r1
for the 502 or 503 program and could use 504 funds to impres, tIliving conditions without having to bring their dwelling up, tI, f
building code standards. The Committee has also made the ,olnl-r
tion standards for residential buildings financed with loans Ill,.e
insured by the FmHA consistent with the Minimum Propert! r
ards prescribed by the Secretary of Housing and Urban Deve lolj,

Activity under the loan guarantee program would be cappl)l ,(I
million dollars. The Committee feels that by reinstating I'mlll i
a "lender of last resort", the incentive to obtain credit fronll I';It
rather than a private lender has been diminished. If a lehll, d
receive guarantees for rural loans and is no longer in direct -I,,.1
tion with the FmHA office, the lender may be more inclined t-o 'tI
its activity to areas which it normally does not serve.

During FY 1982, FmHA made the review and servicing of t
ing loans a top priority and we encourage the continuati, onT tprocess. FmHA has recognized the importance of evaluatilg '
existing loans, especially as the interest credit contracts neIl ,iation. The Committee has provided for the renewal of singll' fi;:
interest credit agreements entered into before the enactllment dl:'
this Act, if the renewal involves the same borrower. Fnld I\ i-
authority to renew both interest credit and rental assistanc( (e',"'
for all multifamily projects, if the contract was entered ilt, !-"-
the effective date of this Act.

FmHA has demonstrated its ability to provide credit inf ,,,I -
through the existing network of state, district, and countN 1!' -has been unable, however, to match this success in terms of 1l'>"" :
adequate housing for very low income families. For exanlll1 " "'
percent of the very low income rural households living in sll,,-''
or inadequate housing can be expected to be assisted by F I'

!
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The housing credit programs of the Farmers Home Ad-
ministration should be conducted without subsidy and in a
manner that encourages the development of private housing
credit institutions in rural areas. State and local programs
can be more flexible and responsive than Federal housing pro-
duction programs. Therefore, the Commission believes t)hli
the appropriate way to meet housing supply problems is
through a block grant approach. Through a block grant ap-proach, states would have maximum opportunity to design
housing programs that meet their particular needs.

The block grant provides a permanent option to assume adnliiin
tration of the program. In this way a state can determine whetler r
has sufficient capacity to fulfill the obligations of the Act. It is allI
pated that most states will choose to administer this program.

For a state that chooses to participate in the block grant progrnr
it may administer housing programs directly as a state progrnam i
it may distribute funds to general units of local government or ot ha
instrumentalities. To qualify to receive funds, states must, ', l1
and publish a statement of housing objectives and projected i -...
funds. The state must inform its citizens of the amount of fIm.
available for proposed housing activities; publish a draft of it ;-,n
gram for comment; and hold one or more public hearings on tl x, I
gram. After taking the views of citizens into consideration. :,
statement must be made available to the public and submlit. i
the FmHA. This must be accompanied by the certifications di,-, X
in the Section by Section analysis.

The Committee has avoided a cumbersome, highly detailed ;llld.,fr
tion process and complicated public hearing requirement, Iy I,-:r
the criteria established in the CDBG Small Cities Programi,. I I.
ever, we are seriously concerned that the Secretary of Agriii 1
monitor and evaluate the performance of states through !:4'" ,
reviews and evaluations. These evaluations must determine tillht .i-
have carried out their programs in a timely manner, co1plin pil 'i
the objectives of the law and efficiently and effectively dlis'lht.
their responsibilities.

Beyond the evaluation procedure described above, Section :;'I -1
302 of Title V of the U.S. Code gives all Secretaries the all!:.l
to issue rules and regulations for the programs under their jrt,:-,;
tion. Therefore, the Secretary may issue any regulations whichll ii -
be necessary to facilitate the implementation of the block gram t
ensure that the program is carried out properly.

As mentioned earlier, a state may use its allocation for .
range of housing activities. Emphasis, however is placed on rib,? i'
tion activities, as this will take advantage of the resources t
invested in the existing housing stock. The lower cost of r""'lt '
tion versus new construction stretches resources in order " '~
a greater number of very low income persons needing assistf r'
further the aim of serving the needs of low income families 1 ' 1
effective manner, rehabilitation activities will be given pro.ef
if they are carried out in conjunction with a Federal or state II' .
assistance program. States may apply for a share of 10.000 j'0, a"
for assistance payments, which will be provided through the I;';~a
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: of Housing and Urban Development to distribute to residents
'irible rural areas.
n.reas where there is an insufficient supply of existing low income
-IIgr and low vacancy rates, the State may finance the construc-
-:l npurchase of modest single family homes or the construction

-.:dllifamily units. This financing must include manufactured hous-
:fl he State may also provide rental assistance for very low income
-,1!;. Section 526 g;ves a more extensive description of eligible

S tries.

I'-i5ln 527 provides that block grant funds will be distributed by
.,.rietary on the basis of an allocation formula which will be issued

.,. form of a regulation no later than 60 days after the enactment
'!!~i aLct.
ri, tiot, 527 also requires that a State must "buy-in" to the rural hous-

! 1,lck grant. As in the Small Cities Program, the Committee
:t.d this approach to encourage those States which have already

l;,n-itrated an interest in providing housing services in rural areas
,, discourage those whose only attraction is the availability of

.-- r:ll futnds for building their own infrastructure.
ll X ,, initial years of the block grant States may deduct up to 507%
ih. uhllirlistrative costs, as long as this does not exceed 5 percent of

:!,,atnion received under the block grant. This allowance is made
*a Stltes will be capable of providing support activities such as--i tl aisistance. It is our intention that this will ensure a smooth

-i, ,tt ion of the program in the State. The Committee expects
i ra that the need for this deduction will taper off as State capa-

i, mpIrove.
d.1 thle State has to put up one dollar of cash for every ten re-

frtll tlie Federal Government. This "hlard match" can take the
4f p Vital or operating funds but has to be spent in rural areas

i' ii ea;l that the Federal funds are obligated.
II lit-l-cent of funds State cash match requirement is met by

i-riting appropriations or through State general obligation
11,.I bonds the proceeds of which are used in any rural areas.

',irst be provided for direct State expenditures, grants, loans,
'-lhIicies, loan guarantees and other assistance or by the con-

it ,,f State fixedI and moving capital. Examples of such ex-
*: .r. which occur within rural areas include:

ill. including but not limited to new construction, rehabilita-
: Il l'rization, operating assistance to housing for low- and

i l.ll.c households, rent, or ownership assistance or sub-
rtl :r1d tile improvement, repair and development of infra-

- ,'lessary to provide or maintain housing for low- and
"' ile lihouseholds.
.;t / Dev7elopments including but not limited to infrastruc-

"<4 . streets and highways, sidewalks, sewer treatment plants
,"lir treatnent plants and lines, storm drainage, recreation

* f.ilities, open space, transit facilities and other public facili-
l conjunction with the improvement of distressed areas

... it,. Inow- and moderate-income households.
Zi t-ftie.s identified in the Housing and Community Devel-

' i~ ,f 1974 as amended, including relocation, planning, admin-
c telhnical assistance for such purposes.
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The state match need not correlate directly with the use of ¥dial/- funds by rural grantees. The funds may supplement the Federal fllndirectly or may merely be expenditures by the state for housing Or .nimunity development activities in the rural areas equivalent to l() Icent of the Federal Funds.
Finally, states are required to consult with local elected officia Is f,,rural areas in devising a procedure for distributing funds to nir,iareas. It is important to emphasize that all federal funds reerii-4under this program will have to be distributed to rural areas. Noth iin the proposed bill requires some particular method or procedl,,. i,distributing funds. Nor does the bill require that all rural area.s reI{t.iorfunds. These matters would be left to the discretion of the states. I I,,,ever, the intent of the consultation provision is to require that slataseek out, on a good-faith basis, the intended recipients for real in; irilrment in devising a procedure. Consultation can take any formn il'zdiing working through state municipal associations developing the iltlmate state plan. It is important to note that local officials are not ,iclPveto power over any state proposal. But it behooves the state, f.,l }sale of equity, to involve local officials to the extent necessary to, as-,'a logical, appropriate and equitable process for using the fri,funds. States are free to develop whatever purposes and proeudorfor distributing funds that state and local priorities dictate. W 'hiu,funds are distributed by formula or competitive process, or it, illonly some of the eligible rural areas is clearly within the purv'ibIthe state abetted by the fruits of consultation with local officials. Sriwill be responsible for overall administration of funds distrililFmHA's role is limited to the reviews and audits described il, pposed Section 525(c).
If the state does not participate in the block grant program. tHIf Iiretary is authorized to allocate the amount of funds received uiolit, ldistribution formula to the State Farmers Home Adminitri,-IOffice.
The FmHA would be authorized to: design new programs; "piback" grant funds onto existing programs; or contract out to imii cIlocal government, nonprofit organizations or any individual all'.sby the Secretary, located within the state.The Committee has authorized the Rural Housing Block (l llr Aa level of not more than 850 million dollars for each of the foll, A'mfiscal years: 1983, 1984, 1985. A three year authorization 1will .tstates the ability to carry out long range planning activities ill ,iri'to implement more effective far reaching programs. This anlli!zation figure which will be distributed in the form of a pIYr, a'represents subsidy funds rather than budget authority. 'I llhr.f :neither the 1982 budget level nor the Administration's blllgi,' !tposal is comparable with the block grant figure. The authorl,' i:is based on the present value of the projected stream of sul)siblv --ciated with an estimated level of activity for fiscal year 19S:. 'Iwill be 23 million dollars available for Farm Labor Housilfz (;'"during FY 83. States, nonprofit organizations, units of local :"i :ment and individuals may apply to the Farmers Home Admi\tlll"'tion in order to receive grant funds. Mutual Self Help Gnllt- t,.,~been funded at a level of 13 million dollars for FY 83 and wl "'

IS..IRled on the basis of the provisions in existing law. There will be,ilion dollars available under the Self Help Development Land
list (, of Title V contains a provision for legislative veto whichfo'tilmis with S. 1080, the Regulatory Reform Act of 1982, as passed

ilt Senate this year.
Tif' cmolnmittee added these provisions to insure that any regula-
.-'. wliclh are required to administer this Act conform to the intent! , ('ommittee and Congress. The consideration of a regulation.r tlio veto provision should not consume an unreasonable amountX inigrlessional time or resources.

TITLE VI-FLOOD, RIOT, AND CRIME INSURANCE

Iitle VI reauthorizes the Floor, Crime, and Riot insurance pro-i, afnd provides additional funding for flood mapping studies.

SECTION-BY-SECTION ANALYSIS

TI'LE I---COfMUNlrY AND NEIG1BORHOOD DBVELOPMENT

-.vTionl 101 provides basic authorization to the Secretary to make:I- ,1 relllAilitation and new construction grants to states and local2-rn.lmonts within a new Section 122 of the Community Develop-,, Act of 1974. Grants would be made available to help support the'i lit:ltion of privately owned real property and in special cases,. ,lnstrllction of new rental units.
'6 tilo, 122(a) provides basic authority for the program. Provides
' rit\' for the Secretary to provide modified Section 8 certificates': " (if government administering a rehabilitation or new con-- '.o ( proglram. The certificates are provided to minimize the dis-:.,l'nt Iproblems often caused by rehabilitation projects. The

e}' 't- : are to be provided to families in buildings to be rehabili-.i: llit itlcolles of less than 50 percent of the median income for the
. .,e'cetary is expected to provide a rental assistance certificate,ry r!ental unit to be assisted and to the extent that authority is: 'lb}l on the same basis for newly constructed units. However, the* '.ry .lollld ensure that certificates are provided for rehabilitation;:- }afore providing certificates on the basis of new construction

" '''in (a) (1) (C) provides basic authority for the Secretaryf ' * rats for new construction projects.
i .,il (a) (2) authorizes $300,000,000 for 1983 with $30,000,000

'. r'q", the Secretary to fund innovative programs, especially
"' :', plogralms of rehabilitation or new construction that the,' ''1f rlllinles cannot be effectively carried out within the fund-,j: : !')0 l)Povided under Section 122(b) (1). One million dollarsk: .ai, for thl.e Secretary to provide technical assistance to states' -,l sist in the development of rehabilitation programs that

.,: ", ~h, ?"fre t of the federal funding, to improve local programsp'r Porforliance, and to develop the capacity of governments to
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effectively develop and administer a program of rehabilitation. -Iuse of funds under this section is not limited to the provision of ternical assistance in connection with Section 122.Subsection (2) (b) (1) provides for direct allocations of grant fur4to be made to cities of 100,000 or more in population and statesformula. The formula composition, which is left to the Seclctatdiscretion shall use as factors low income renter population, renmarket conditions, overcrowding of rental housing, the conditionthe rental housing stock. A state's allocation shall be based on tile inc.factors for population not located in cities of more than 100 ,O10,in areas eligible for assistance under the Rural Housing Block (aestablished in Title V.
Subsection (b)(2) (A) authorizes the Secretary to establish ni,imum allocations for direct allocations where a lesser amount w0omake a program infeasible. Where a city does not receive an a locatunder this part its allocation shall be added to the state's allocal ion.Subsection (b) (2) (B) authorizes the Secretary to adjust alhmcatimade pursuant to Section (2) (b) (1) by 15 percent or belowtamount of the original allocation on the basis of the grantee's pe ifoance in rehabilitating units that will rent at a level that is belowpayment standard for the area. The basis for the evaluation slhalithe extent to which 80 percent of the units rehabilitated meet t1h rstandard for the area.
The adjustment of a grantee's allocation on the basis of 1lp..uperformance is fundamentally different from past housing plrgriaInstead of requiring rents at an established level or other regulatcontrols, the program uses an incentive system to enieoulperformance.
Subsection(b) (3) (A) requires a city or a state to submit an alqlltion for the Secretary's approval prior to the receipt of a gra1l 1.application shall show evidence of the grantee's capacity to ,mc111,a program, the financial feasibility of the program, the effect .fprogram on neighborhood preservation, compliance with civil ",and other applicable laws. The Committee intends the anlli, aireview and evaluation to judge an application on an overall 1),1-i.application will meet the threshold requirements or it will be irejiBut the Committee expects the burden of proof for rejection to iithe Secretary.
Because the principal purpose of this section is to make gniralm-the rehabilitation of rental housing, the Committee intends n,,1 inprograms to rehabilitate housing. However,. the Committee rec'lgrthat in some areas new construction may be a desirable comllpoll,",'community development program. Because new construction i Do Aan exception to the normal program, an application is nrelll. idemonstrate the special conditions that make a program of n,1 istruction reasonable for that area. Specifically, subsection (l.) I"requires that the Secretary find that an area is experiencing : '

shortage of rental housing, that it has extremely low vacancy !and that a program of other than rehabilitation is needed to illrental opportunities, or to advance a neighborhood preservat io l-Thus a city or state is expected to administer a program of relhti:t'tion except under special circumstances as determined by Iths'.
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n. In any case a program of new construction is expected to be oper-;! w-ithin the constraints of a yearly grant allocation.li, lc(orllage innovation, frll nse of available funds, effective.iim11 administration, and perfornlance, subsection (b) (3) (C)'i!rizes the Secretary to make grant awards up to 120 percent of>. illoltion provided to a city under paragraph 1 to the extent thati,1. are available. The Conllnittee expects funds to be available.!.-c ities and states do not choose to apply for funds or where* a:l:tils have been denied.
,i~s~ctiol (4) (A) gives the Secretary authority to limit a]loca-, f iilodifiedl Section 8 certificates to the number of units to be.llit;itedl by a city or a state. To the extent that authority forr hi.ltes is available the Secretary shall make those certificatesI: lal,Ih on the basis of the number of units to be constructed under:ro',viSions of (d) (1).

:l.ect ,ioll (b)(4)(13) requires that all very low income tenants,Illhlinlrs to be rehabilitated under this program be offered assist-{ mt(lhil the modified Section 8 certificate program. To the extent.' ailale authority, housing assistance may be provided to exist-,anilts with incomes of 50 to 80 percent of area median income! i blis.rltcion of the local agency. In no case shall housing assist-1. ' rol\-ided to families with incomes of more than 50 percent.,lii, 1 income if the family was not a tenant in a building to beI. ili:ltdl mnder this section.
,t in (b) (5) requires each grantee to submit to the SecretaryM.M ,,ie r formllance report and the Secretary to review each grant-f l'riorl;lnce on an annual basis. Each grantee shall be reviewed't I.l'i'frlance in carrying out a program as described in its,tin. its performaince in carrying out activities in a timelyr. itlo the ulse of funds in accordance with law.t -tals lthat distribute finds to local governments for adminis-' :. 111i Secretary shall review performance in terms of timely

X ,,ii. and(I the state's review of local performance., s,','·,lary nmay adjust, reduce, or withdraw resources as ap-Il' ill :(ccordance with the findings of the reviews. Amounts- i'""' \available through action under this section shall be re-i the year in which they become available as determined
,' ''imlu (b)(6) provides that funds that are not obligated in-i y'an are added to the amount to be allocated to all cities* ,ding year.

- 'i]u. (c) establishes the basic requirements of the program.o '~""" assistance is limited to residential rental property in!Im u.hate income neighborhoods as chosen by the grantee. TheI "its shall meet the housing quality standards estab-
N',tlion 8. Subsection (c) (3) shall not exceed 50 percent'':l ost of rehabilitation. However, in special circumstances"':ii,,lmiio costs and the nature of the project increase the'i' u:ni costs substantially, the Secretary may approve assist-1I pelcnt of total development costs including the cost

',i (e) (4) prohibits rental restrictions such as rent controln Properties assisted under this program.
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Subsection (c) (5) prohibits discrimination against families rceiving rental assistance by owners of units assisted under tprogram.
Subsection (c) (6) requires that to the maximum extent practiea,

that borrowers shall be personally liable. However, this Provisimay be waived in cases where the Secretary determines that tapplication of this requirement will unduly restrict the use of 0program, where there are projects involving new construction, l e,.syn ication will allow greater leverage of private funds, and in ot hlcases where the Secretary determines that personal liability i; rpracticable.
Subsection (d) (1) establishes the requirements for programs nwhlinclude new construction or rehabilitation which is so costly a,be comparable to new construction. Cities are permitted to (ievelprograms which include new construction provided that the Secr, iapproves the program and the program can be carried out witlithe amount of the allocation for that city. It is expected that iIacities will not utilize this authority. But where a city chooses to Ilnew units, that city will be expected to build those units witlhin iconstraints of its annual allocation of funds and within th l nrestrictive rules contained in Section (d) (2).
Subsection (d) (2) (A) requires an owner of a newly constlri-'project to enter into agreements to assure compliance with all itand restrictions of the program and to agree to such conditio,,i.

may be required to assure financial feasibility.
Subsection (d)(2)(B) requires that a newly constructed l"i'must maintain 25 percent of the units constructed in occulp:illi

available for occupancy by very low income families for 1I ,',This requirement is in direct contrast to the requirement in tlln, r,.e.
rehabilitation program where low income occupancy is a perfn,',li!
goal which has an effect on subsequent grants. In the new const Irl. Iprogram, low income occupancy is a mandated requirement.

Subsection (d) (2) (C) requires an owner to pass on to tenanits ,Iv!tion in costs due to the assistance provided. It prohibits an owflll larefusing to rent to a family solely because the family is lr,,'i',l
rental assistance. It also prohibits an owner from converting an lIproject to condominium ownership unless the low income (o .ll-
requirements of (d) (2) (B) continue to be met.

Subsection (d) (2) (D) establishes additional requirellenltlimit total mortgage principal amounts to the limits containll i, Stion 207 of the National Housing Act. It also establishes ant hll, It
a grantee to require additional interest rate and other cond ill
projects.

Subsection (d) (2) (E) requires that a new constructiol P'".must contain five or more units and must be used for ie.isl'r-r
purposes.

Subsection (d) (3) (A) requires an owner of a project to rItT'l`p
assistance received under this section plus interest if the owne"' f':lcontinually meet the requirements of this section for 10 w'ar(d) (3) (B) the authority of the previous section is establishlc' a
against the property.
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i.bscction (d) (4) authorizes mortgages on projects assisted under.. ,-tion to be insured under the National Housing Act.
b:, lscct ion (d) (5) (A) requires that rents for units to be maintained

l i, illncome occupancy be approved by the grantee and that those
. *iteetc. the requirements of the U.S. Housing Act of 1937.

l, ls((t.ion (d) (5) (B) provides that rents submitted for approval;i, ((l) (5) (A) will be oeemed to be approved if the grantee hlas not
l.I i i hlin 60 days. It further piovides that a grantee cannot place-x,, ril,,ls on any of the rents for units not maintained for occupancy
l. ,w\ incomle families under subparagraphs (A) and (B).

J;tw ion (e) (1) authorizes states to administer grants not
[. y admininistered by cities under subsection (b) (2) (A). A state's,::.i :ialil be used for areas not administering their own grants and
;-. tis not eligible for assistance under the rural block grant estab-

lI llltler part B of the National Rural Housing Act. Under this,.,,l, a state may administer its own program or distribute resources
- jilblh local governments.

' rl "cl' ion (e) (2) makes the state run program optional with HUD
w I-i.ly.ing the resources where states choose not to administer a

'-ralin..-l,4lioni (f) requires the Secretary to establish regulations gov-:, relcationl payments and standards.
v v ,, lion (g) prohibits the use of any federal funds under this

'::;,i, for the payment of administrative expenses.
,- .ion (It) (1) requires the Secretary to establish which supporta: 'hll historic preservation objectives by requiring rehabilitation

t, meellc, ct historic preservation standards for historic buildings
' 'iding the Advisory Council on Historic Preservation is af-

f* ll 'l,,,to'ltllllity to comllment.
.:,oiin (1!) (2) exempts projects from NEPA requirements be-trlilcred under the CDBG Act.
',' toll (i) defines grantee for this program to be equivalent to'f 1, tei'll in the CDBG Act of 1974.K l,' i (b) authorizes $4,196,000,000 for the CDBG Act of 1974d ',!'ar 1983.

L - ioil, ((c) limits obligations under the Section 108 loan guaran-
'1 lIIl to $225,000,000 for fiscal year 1983.
''"'s (d), (e), (f), and (g) makes conforming amendments· t 'lgcS contained in this section.

- 'jli:a (II) provides: In the case of a mortgage insured under
2-(f) of the National Housing Act on a property which is
f t r,,nt'al rehab grants, Section 244 National Housing Act
" I' 1"i:1 include provisions that-

~'o:ll beinefits equal the sum of (A) 90% of the mortgage on' 'illstitiltion of foreclosure procedings (or on the date ofIf Efle property otherwise after default), and (B) 90% of
:"'lls oillthe datebenefits arle paid; (2) the mortgagee remit

, ': ' o, ,I/o of any proceeds of the property, including sale
... le mortgagee's actual and reasonable costs related to
t ' the enforcement of security; and (3) payment of't:,Ih in cash, unless the mortgagee submits a written re-



26

quest for debenture payment. No commitment for insurance under
this authority may be issued on or after October 1, 1975. (sec. 7 (a))

Subsection (i) provides: In the case of any purchase or refinanecin.
of a property eligible for rental rehab grants under Section 223(f) ,of
the National Housing, Secretary may--(A) include rehabilitaticit
costs of not to exceed $20,000 per unit, with up to 25% more for sp,.
cific properties where cost levels so require; (B) permit subordilltit.i
liens securing up to the full amount of mortgage financing prosvidf l
by State or local governments or agencies thereof; and (C) pay beltll.
fits in cash unless the mortgagee submits a written request for delhel.
ture payment. (sec. 7(b))

Subsection (j) makes conforming amendments in accordance wit.
the foregoing Section.

Urban hromesteading
Section 102(a) provides authorizations of $12,000,000 for 19::r and

such sums as may be necessary for 1984.
Section 102(b) amends several sections of the Urban Homestcallinll

Act to allow properties to be transferred at greater than no cc,'t vt
allow more valuable properties to be used within this program tl.it
were available previously. It also provides that in those cases wh,.ll. a
locality receives more compensation for a property than it panil tiL:
Federal Government, 50 percent of the excess payment must I, :-
turned to the Federal Government.

Subsection (c) provides authority for the Secretary to denloll -'t i
a program of multifamily homesteading under this section.

Subsection (i) provides new authority for the Secretary to ex nr.-
ment with the use of modified section 8 certificates to be usedl ill A
nection with the Urban Homesteading program to help low in {rn.-
families purchase homes. The Committee is eager to explore t ll f ;--
ibility of using section 8 certificates to advance homeownersi fIi
very low income families, especially within the context of til'i
tated urban homesteading properties. The Secretary is autlioritl tI
utilize $4,400,000 under this section.

Repealers .

Section 103 (a) (1) and (2) provides for the repeal of the sca.t li, 11,i
Rehabilitation Loan program with the exception of those 1io-''" '
concerning the creation and use of the program's revolving fl'll!

Subsection (b) repeals the Surplus Land Program contailnctl I" .'
tion 414 of the Housing and Urban Development Act of 196!). .
414 permits the General Services Administration to transfer -~'
Federal real property to HUD and the Department of Agricill I t :

sale or lease at fair value for use of predominantly low- and ilt.l' -
income housing.

In addition to repealing section 414, this proposal woullld I -,
HUD and FmHA to dispose of surplus property within 120 la
the effective date of this Act if either Secretary had request]'l i:;"' -
transfer the land prior to the effective date of this Act. T li
sary to assure that adequate time is afforded the Secretaries to "" i
processing of projects in the pipeline at the time of enact"iC" I
1983 legislation.

.llsection (c) repeals provisions of the Urban Renewal, Open Space
1,il and Neighborhood Facilities Programs in order to reduce Fed-
rl invll\olvement in decisions which are more appropriately made at
., local level.
htiragraph (1) of subsection (c) would repeal section 106(g) of the

H,, -ing Act of 1949. This provision requires localities to obtain a
*,-i.-nt housing study before an Urban Renewal Plan can provide

di- t"i} construction of hotels or other transient housing in the Urban
lI,,.wall area. The study is to assure that there is a need for this type
: .loulsing in the area. This requirement would be deleted, since the
. i-ioin concerning whether to permit transient housing is one that
' 1il be made by local authorities who are most familiar with local
: :ng and marketing conditions.

Ii'vraglaphs (2) and (3) of subsection (c) would eliminate provi-
in the Open Space Land and Neighborhood Facilities Programs

! Ii plrollibit the conversion of land or property obtained with as-
I:',, tinder the programs for uses other than those intended at the
th111( grant was made, without prior Federal approval. These
inNirz wvould give the locality complete discretion in determining

_ qi,l,rolpriate use of its land or property, and would thereby pro-
tIe I ffort to decentralize the decision-making process and speed

I lin to local control. The locality in which the land and/or prop-
- - it lated is best able to determine what is the most appropriate

it , its resources and whether or not a conversion to another use is
-e.;ri .t with its needs and objectives.
I -,·ifii provisions to be repealed include;

Sot ion 703(d) of the Housing and Urban Development Act
I 195!.;,. This authority prohibits the Secretary from approving
.I 0lvelrsion in the use of neighborhood facilities during a 20-year
i' ' d l following the grant, unless HUD finds that the conversion

ill :c(cordance with the then-applicable program of health,
' iational, social, or similar community services in the area, and
I 'ttlt.Zistent with comprehensive planning for the development

;hil collmunity in which the facility is located.
St ,ioth 704 of the Housing Act of 1961. This provision allows
IS 'il rtar:y to approve a conversion of open space land to other

I ll-s only where H-IUD finds that (1) there is other com-
*l d land available for substitution; (2) it is needed for
!"I' g\- rowth and development; and (3) it is in accord with the
" l''ilietnsive plan for the urban area.
Ii", seot(,ld sentence of Section 706 of the Housing Act of 1961,

ives the HUD Secretary general authority to deny ap-
I 'ti ,f Ilie conversion of land for which a grant was made to

i' ,; itIIe'ests to guide future urban development.

TIT'liE II-HIOUSING ASSISTANCE PROGRAMS

.: {I rl). The current requirements regarding allocations of
' ' t:'i:t. contained in Section 213(d) of The Housing and

'' I \'lolpment Act of 1974 are modified to require that the
tllh(ation formula be specifically established by regula-

"fair share" distribution will apply to Section 202 elderlyI
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housing loans, any modified certificates that aren't linked wvitII t ;
rental rehabilitation and construction program or with former!,
assisted units, and any other new funds that become available lnndh

housing assistance programs.
Existing provisions are retained which require that a) nllo,,j,

funds first be made available for other areas in the state before nri r:tc
cation to another state and b) HUD must accommodate the I, i'
of state and local governments regarding the type of houlsi,n,,
sistance, subject to the limits of total available funds. Under fi,,
provisions the use of recaptured or deobligated funds would f,!!,,
this procedure: first, the state or locality with the original all,,: :,i!
could choose to use the funds for another type of housing assisti,.
such as modified certificates, second, if the original locality eil-.!r;
obligate the funds, then other parts of the original state couldi ,.hI.
to use them for any legal type of housing assistance, finally, if ,
Secretary determines that the funds can't be used in the sanot, 't
during the fiscal year, then funds could be made available in :II,,
state. The Committee intends that recaptured, deobligated, or ri'. .
appropriated funds be committed by the end of the fiscal year, -
Secretary should set clear deadlines by which states and localit ic., I
decide the type of housing assistance desired and by which funi k !
be obligated in a state before losing them to another state.

This section of the bill also replaces the current set aside f,, ,.
metropolitan areas of between 20 and 25 percent of each year's f.
A set-aside assistance under the modified certificate prograIt Il -
quired for up to 10,000 units for use with the rural housing b,l,"l cfi
or to replace rental assistance payments under existing coeitr:
the Secretary of Agriculture sees fit.

Section 201(b). Authorization limitations for new reserv:dl,
housing assistance in FY 1983 are set at $7.22 billion budget :"I.''
and $582.2 million annual contributions contract authority. Vi:
total annual contributions funds no more than $30.5 millionl i
used for the Section 8 existing housing program, $301.4 mill ..

the modified certificate program, $144.2 million for Section " I '

struction amendments, or additional elderly units financedI
loans, and $106 million for public housing amendments, mOdc ' II /,
demolition, or disposition. All of these funds are expecte(l ;" :
to be available from deobligations and recaptures. The I,' .

authorizes new appropriations if necessary.
Section 202. The new modified certificate program is eS;'lt

in this section through several specific amendments to SectilI 4
Section 202(a) amends Section 8(b) of the United States I i
Act of 1937 to permit, under Annual Contributions Contri ''l' 1
executed after enactment of the Housing and Commlinity I
ment Amendments of 1982, assistance contracts using tihe i'
ment standard for family-selected existing housing. It i. : Ai'i
that all new ACC's providing Section 8 Existing Hou.Sll -
after fiscal year 1982 will he under the modified progrilnl ·:
"project-based" Existing Housing subsidies in connectior "
Sunplement, Section 236 RAP and Section 23 ConveSit- I

Section 202(b) amends Section 8(c) to retain most of e t
of the current Section 8 program authority, but aspectI
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.[i,)rity formerly contained in Section 8(d) have been merged into
,.i-,,tion (c) as well. Thus, subsection (8)(d), completely revised,

d:II tescribe the new modified certificate program as a component
;iw,, Section 8 Existing Housing Assistance Program.

rIill Ilinor changes in Section 8(c) are proposed. First, fair
irt. rents must be established on the basis of a formula contained

- re igulation prescribed by the Secretary within 60 days of the bill's
i, tillcnt. This procedure will ensure that the type of housing units,

ai:tlt sources, and other factors used in determining fair market
ir. 11c reviewed by Congress and the public. The Committee ex-

'.:- rOlle procedure for determining fair market rents to reflect actual
.a1 rents for different sized housing units rather than make an

i-!irary percentage adjustment from the average local rent. Sec-
.iIv. ithis subsection clarifies that the 90 day notice by the owner
:i, tenant of possible rent increases after contract expiration ap-

onl;.Y Ir to new and sub rehab projects, as clearly stated in the
. f-.rtlce Report on the 1981 Act. Finally, tenant selection policies

&Ivo"tlitied( by adding a new preference for families who are paying
r .lhant 1/2 their income for rent.
- i(ii 202(c) establishes the modified certificate program in a

-. > t,,ioll 8(d).
i: new subsection (d) (1) requires the Secretary to establish pay-

>-t: a:r1lllds (based on dwelling size and type) for different market
'- . and to use these standards to determine the monthly assistance

I 'i. I'ayunent standard levels must be designed so as to assist fami-
-'I q S.la:ing decent, safe and sanitary housing and include an
- ir for utilities. The payments must be based on a formula in a
-'-, i,"n pIrescribed by HUD within 60 days after enactment and the

.!a n it.St exclude the rents from substandard units. This regula-
-- i'ullllc fwill provide an opportunity for review of the same

( .indicated in the discussion of fair market rents under Section
- nrh ,;. I Ar hiernmore, the Committee accepts the soundness of the basic

P'i -I of setting a payment standard and providing recipients with
'l eeI.rcIe of hlousing than is currently possible under the Section 8

z"I'. hiere is evidence that under the Experimental Housing
i "I"Ke I 'logram rents tended to be lower than under the Section 8

pr I'l ogran, and that, although rents clustered around the stand-
'-. 'l':ititial number of EHXP participants paid either higher

* r nt- The Committee is concerned, however, at testimony that
'".nt standard tentatively proposed by HUD will be so low

.Itimts will, in fact, have no option but to pay more than the
- 'lvisa ges. The standards adopted by HUD should be ade-

'
" Iprvlovide reasonable housing choice to recipients without

i. ' I "htI to exceed the statutory tenant contribution.

. '; ,C( I on 8(d) (2) sets out the basic formula for determining
_; I'an I paid to a family under the modified certificate program.

n ali e ts the monthly assistance payment at the amount by
i' '"":Mnent standard exceeds 30 percent of the family's

-* ..ja ept income. However, this formula is subject to a "mini-
m- i. 'cPti jon. The assistance payment also may not exceed the
' .,' whkich th;e actual rental (i.e. rent to the owner plus the

' for utilities) exceeds the greater of 10 percent of family
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income or the welfare shelter component which is described more full.
in the discussion of Section 203(d).

Proposed new Section 8(d) (3) allows only those families deter-
mined to be very low income (i.e., at or below 50 percent of area
median) to qualify for assistance under the modified certificate pro.
gram, unless the family had been previously receiving assistance
under the United States Housing Act of 1937. Preference is required
to be given to families which, at the time they are seeking assistance,
occupy substandard housing, are involuntarily displaced, or are pay-
ing more than 50 percent of family income for rent. The first two
of these preference criteria are already included in the United States
Housing Act of 1937. The high rent burden preference is established
in this program, the other Section 8 programs and the public housing
program, in recognition of the fact that families with a high rent
burden have greater need for housing assistance. These preferences
follow the recommendations of the President's Commission on HIolls-
ing in an effort to assure that the limited number of certificates
and other assistance which can be made available under currlrnt
budget constraints go to families with the greatest housing needs.
The substandard preference should apply to households whose present
accommodations are seriously substandard, or present a threat to
health or safety (as distinguished from relatively minor code viola-
tions). The involuntary displacement preference should include home-
lessness, reflecting past displacement, as well as displacement from
any factors beyond the reasonable control of the family, even if no
public action is directly or indirectly responsible for the displacemlnt.

Subsection (d) (4) would authorize the Secretary to override the
normally applicable preference criteria in order to use annual contri-
butions contract authority for special purposes. Thus, the Secretary
under the modified program could use certificates for (1) families who
previously were assisted under the public housing or present Sect tin
8 program, (2) eligible families occupying units in formerly assist d
projects acquired by the Secretary, or (3) families in units being
rehabilitated under the Rental Rehabilitation and Developlllmnt
Program.

Subsection (d) (5) limits payments for vacant units to the month
during which the tenant leaves the unit.

Under subsection (d) (6), contracts with a public housing agetllT
to administer the modified certificate program would be for an initial
term of five years. PHA's would be required to inspect a unit sclecat'
for occupancy by a family holding a certificate, to determine that ahl
unit met housing quality standards set by I-HUD before any assistas!:
payment could be made. Thereafter, the PHA is required to ?in3
annual or more frequent housing quality inspections. If a dwelli
unit failed inspection, no assistance payment could be made iiunl ithe failure was promptly corrected and the PHA verified she
correction.

Under subsection (d) (7) public housing agencies are allowsedt
increase the assistance payments twice during the 5 year cant
period to assure continued affordability. Under the annual conot
butions contract the PHA receives 10 percent more funds than t
estimated assistance needs in the first year. Any adjustments to '
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l.sitance payments must be paid for from these additional funds
plis any funds which become available because of families dropping
CMt of the program. Funds not needed for adjustments can be used by
i e lPlrA for aiding additional families.

[s.etion 8(j) of the United States Housing Act of 1937, authorizing
l.,ial terms and conditions for section 8 assistance to families rent-

[,, manufactured homes and spaces or manufactured home spaces, is
l'4) revised to accommodate a certificate program for such units.

[ ect ion 202(e) exempts the establishment of the specific amounts for
:,r market rents or payment standards from Congressional review
a.tillres. The Committee believes that formal Congressional and
,!,lic. review of the formula and methodology for determining rents
.1llicient to allow the particular figures to merely be published in the

F.'leral Register.
', etion 203. This section makes changes in the 1937 Act and in the

BNllal implementation provisions of the Omnibus Budget Reconcili-
non iAct of 1981 occasioned by the new modified certificate program.
It 203(a) the requirement for annual review of family income has

J-;- Noved from section 8 (c) (3) to section 3(a) of the Act, to make
-amlne annual recertification requirement applicable to both the

-,-int section 8 authorities and the new modified section 8 program.
V1, the rent payment formula in section 3 (a) of the Act is revised to
'Wridle thlat the 3(a) formula does not apply to "rents" paid by cer--alt holders under the modified section 8 Existing Housing Pro-

Zraa,. (A similar, but not identical formula for determining assistance
. l tindler the modified program is set out separately in the revised
*1On 8(d) (2) of the 1937 Act.) Certificate holders under the modi-
[1 lroglam will pay "rent" at levels higher or lower than those pro-
*-dl for in 3(a), depending upon the price of housing selected by

i famiilies and the amount of subsidy produced by application of
!i , tsnetnit standard formula.

i' eetioll 2 03(b), section 3(b) of the Act is amended to clarify that
t '*retary may establish income ceilings higher or lower than 50

[ art of median on the basis of the Secretary's findings that such
l: Iollns are necessary because of unusually high or low family in-
7 l< The Secretary already has this adjustment authority for estab-

- ''g income ceilings higher or lower than 80 percent of median, and
1i:r'ahle authority at 50 percent of median is appropriate, espe-
x Ivin light of the continued shift of emphasis toward assistance for
I tow-income families.

: -(tioin 2 03(c), the Secretary is required to exclude medical costs
r' .xcetd 3 percent of gross income in determining the adjusted in-

.( of elderly families. This requirement is the same as in current
~;:l-ons.

linon 203(d) modifies the requirement for a minimum rent equal
s'"hclter allowance" portion of public assistance grants. Cur-

|' this applies only if the State specifically designates a shelter
a oce and adjusts the allowance based on the family's actual hous-

'ts.. With the modifications in the bill, a minimum rent will be
-clid for all public assistance recipients either as the amount

- ate(l by the State or, if the State doesn't make a designation, as
t- ir::lt identified by the Secretary (but no more than 30 percent).



32

In either case the Secretary can prescribe adjustments to the mininmu,"shelter allowance" rent to avoid excessive burden on families receiv.:
ing public assistance.

Section 2 03(e) and (f) amends the provisions of Section ? 2(ijof the Omnibus Budget Reconciliation Act of 1981 which give t6
Secretary discretion to gradually phase-in the rent increases (flr25 to 30 percent of adjusted income) for tenants receiving assistlan
when that Act was enacted. Rent increases resulting from this plh:,iin and from changes in Federal laws of regulations dealing ;it,
what benefits can be "counted" as income for housing assist,a
purposes are limited by this provision to 10 percent a year.

Subsection (e) of this Section provides for the gradual phlij-iaof rent increases caused by the shift to a payment standard-b,a
modified certificate program and extends the gradual phase-in fla ti
of the 1981 Act to tenants occupying assisted housing at or Irf
the time regulations implementing the modified certificate prog
become effective. This subsection also applies the 10 percent anll
limit on rent increases to increases arising from regulations.

The provisions require the Secretary to assure that no famiil a
sisted at the time the modified certificate amendments are implemneuli
would experience an increase in rent or contribution, as approplriht
greater than 10 percent in any 12-month period, if that increase wk.
attributable to (1) percentage-of-income increases mandated lvOmnibus Budget Reconciliation Act of 1981; (2) modified cel ifla,
program amendments in this bill and (3) any other provisi;;i
Federal law or regulation unless the increase comes from incr,:A
in income unrelated to the amendments, laws, or regulations. .combination of these factors-which would otherwise cause a faln!ll
statutory contribution toward the cost of assisted housing to illTr.by more than 10 percent a year-would be limited to 10 percent
year. In addition, the amendments would apply these gradual iil imentation provisions to the determination of a family's contillhlt:'
under the new modified certificate program. Tenants who wiv-
occupying assisted housing at the time the modified cclfi.
amendments are implemented would be subject to immediate, rl.on! A
ment or contribution determinations in accordance with appl),-4l
law, with no "phase in". However, any such tenant who was ,',,.
ing assisted housing at the time of a (future) change in Fe(lerfmi 'redefining which governmental benefits are required to or nla lhe i
sidered as income would have the effect of such a change in Ina
ited by a 10 percent cap.

Subsection (f) repeals Section 322(i) of the Omnibus Re.mill-:
tion Act because it is replaced by the provisions of Sulsbcl i',` ,t
described above.

Section 204(a) (1) and (2) amends Section 9(c) of the Nt".:,Housing Act authorizing a three year appropriation of $4.2. -'
for operating subsidies of which $50 million each year will be \aval
for special assistance to PHA's envisioned by the new subsecti"f '(3). Subsection (a) (3) specifies that the amounts approprintedl f'three year period for operating subsidies will remain availal'l "a
expended. After the $150 million is set aside for purposes of siiI-
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e} (.3), the balance of the operating subsidies fund should be divided
. three parts for the purpose of establishing annual allotment

-.,nlnts. The Committee intends that this division occur in a manner
I- inrea1ses the amount of each successive year's allotment. Specifi-
:[is. the Secretary would use 301/3 percent of the available appropria-

n ill fiscal year 1983, 331/3 percent in fiscal year 1984 and 361/3
:rawnt in fiscal year 1985, thus building-in a modest increase each yearlo nlllalnt of operating subsidy funds distributed.

.<,oin 204(b) amends Section 9 (a) of the National Housing Act to
.. :ire the Secretary to establish a formula for distribution of the
.:r'ting subsidies to PHA's, and to propose the formula as a regula-
r, not mlore than 60 days after the date of enactment of this bill. It
. gives the Secretary new authority to enter into contracts with

::rllpriate organizations (governmental or nongovernmental) toiil technical assistance and other services to PHA's on behalf of
:, .eret:ary. This section also prohibits the Secretary from making

jv ,'hanges, revisions or amendments of the formula or standards for
'ri:iult ion of the operating assistance applicable to individual
} '\ wihich are under one or three year contracts with the Secretary

i-r tihe provisions of the new Section 9(e) of the National Housingr [rhor provision also specifically prohibits the Secretary from re-
":,r. the amount of operating subsidies payable to a PHA except

h'eP :~ I PHA's allowable reserve would otherwise exceed 50 percenti'f operating budget. This provision is intended to increase the
'-ia incentive for a PHA to realize cost savings in management or

X a'ratiions, such as reduction of utility consumption rates, improve-
- in .ash management, and any other action which reduces the cost

' -:-Irations. This provision further prohibits the reduction of oper--'llsidies for individual PHA's due to unavailability of funds
Y' ni ratther, that all agencies would take an across-the-board

.' lion.
til, 2l4-I (c) creates a new Section 9 (e) deregulating the majority
I.\' < whlicl experience no significant management, operation, or
-"ph' sic al condition problems but also increasing the authority

.> 4 etn'ary to directly assist authorities which are experiencing, i'rllmllls overcome them and be moved to a deregulated status.
;'"l'.-pllrlislh this, two categories of Public Housing Authorities

d ' ''l'slie(l Tier A and Tier B. A PHA may select, by submission
I Il'liation, designation as either a Tier A or Tier B agency.

'""''rioin is made that a PI-TA is a Tier A agency unless it elects
i lr B agency or the Secretary finds that it should be a Tier B

i ' lr',riining the appropriateness of a PHA's election, the Secre-
.4-i (Oii (,,ler the existence of such conditions as continuing

- .if t its high levels of utility consumption, wages or other oper-
-'; ia:leqltuacy of project security or maintenance, physical

e 'r X of an agency's projects, excessive vacancies, failure to
v1 wo5 a lo are required to be served by the Act, low rent collec-i -,, f,,,lth. and, whether designation of the agency as a Tier B

... .*Ilt iin the correction of the condition or conditions. These
. I', i, axilllllm extent possible, should be objectively meas-
I lSI oIi quantitative or qualitative analysis of the conditions



The Committee intends that the administration of these provisionr
be neutral as to assignment of fault (except where laws or regulatiot
are clearly broken or require punitive action). The purpose of th]
Tier B designation is singular--to bring additional resources, su per
vision and incentives to bear on correcting problems or condlitl,:
which prevent an agency from being designated Tier A.

To receive designation, a PHA must submit an application or infor.
mation when, and in the form required by the Secretary except that th
Secretary is expected to take into account the timing of the fiscal ve a.
of the local agencies.

Once an application is submitted, it is deemed approved unless tOh
Secretary disapproves it within 75 days of submission. The Secleiar
must begin distributing operating assistance to PHA's within 60 (dan
after approval of applications, whether a PHA is a Tier A or Tier 'B
agency.

Once designation is completed, the Secretary enters into a contred
with the individual's PHA's. In the case of Tier A agencies, the .,Se ri
tary enters into a three year contract. The terms of the contract we
Tier A agencies require that: they submit data annually to p)enr..i
the Secretary to determine that an agency continues to be in cmlllr.7
ance with the contract and the law and applicable regulations: (I
contract may be terminated and an agency reclassified to Tier II :!
it is not in compliance with the contract; agencies be permitted ,tlv:.-
mum flexibility to establish and implement, at the local level, its (,t
management, financial and operating procedures; agencies adeqrlat, l
maintain the physical condition of housing projects, serve the h ol:
holds required to be served by the NHA and meets other requi relsr* tA.
of this Act governing the operation of lower income housing proij '-

These Tier A provisions contemplate maximum deregulation :'
minimal day-to-day supervision by the Secretary of PHA's consi-. .:
with the basic requirements of the NRA. They do, however. collnt.'-
plate effective monitoring, review and performance evaluation or: 0
annual basis, not only as to compliance with the terms of the c(ot) r:-
but most importantly to ascertain that conditions which perrii]rTd
designation as a Tier A agency have not changed.

Tier B agencies enter into a one year contract with the Sex.re~r.
The contract emphasizes correcting those conditions whicll IN!i '
Tier B designation and in order to permit the agency's desimlat p'" i
a Tier A agency. The Committee clearly intends that desigintl i-?
a Tier B agency not be deemed a punitive action. The Secretari r
given authority to involve himself directly in the management or i,:'~
ation of the "B" agency in order to expedite the correction ,)! :!
adverse conditions which exist in that agency. The Secretary *

ever, is expected to exercise prudent restraint when interveninr-' I
gress does not expect nor authorize the Secretary to become I!.'-
operator of the agency nor substitute for a local agency's 9
making board.

t),rirn the period of the one year contract, the PHA retains its
,5:rt:tilW subsidy allocation. But the Secretary may increase or with-
j ' t hI to 15 percent of the amount as an incentive to achieve the
[. enrlllierated in the contract. It is important to note here that a
li~ \ i :Jalways entitled to its allocation of funds under the formula
I t.:;,il- i bIy the Secretary. Each PHA is treated as if that allocation

; It, i p)lace for a full three year period. Thus, if an agency
!'a-.,1:t,(l initially as a Tier B agency becomes a Tier A agency, its

.: in tavels" with it and vice versa.
I;tWnl the Secretary decides to increase a Tier B agency's alloca-

. ' II) to 15 percent as an incentive, the extra funds are drawn
he: Ilh ..50 million per year fund established under subsection (a).

I'-rl tilhc Secretary withholds up to 15 percent of an agency's allo-
I:.. ilhat amount returns to the credit of the PHA and may be paid
_I .I'll as the contractual agreement provides.
l .S ,0 llillion fund is also to be used by the Secretary in meeting

r,.lirllarv needs identified as subject to correction by the contract.
It .*:lipnlo'di that these funds to be used where the resources normally

bJ,1' to, :a P1HA do not meet the expenses of correcting a specific
- Il f'il i ffecting a needed management improvement.

11!. tilhe $50 million fund may be used to provide technical
I. - .'r I, a 'llA to meet the goals established in the agency's Tier B
t'. r. F'l'h Secretary may use either IIUD personnel for this pur-
I.A- Hall,- e lllloy persons outside the government who have the pro-

!- ii' : i'i technical expertise necessary to act in the Secretary's

k. ':kliir A contracts, the one year Tier IB contracts provide for:
E ' .,s adl commitments from the PHA to achieve specific man-
I 'l r i"llrovemlents or mitigation of extraordinary needs neces-
I~ 'o mh..nCe a Tier A agency; the direct involvement of the
I' '"v.:- recluired, in the agency's management and operations to

. e'iI '1ite goals set out in the contract.
It 'tli racts can be extended for an additional year if the goals
i'ln Ile initial contract. are not meet. However, the purpose of

" nra':t's is to convert the PHA to Tier A status as soon as

', ..-... A new Section 17 is added to the U.S. Housing Act of
- "hllorize approval by the HUD Secretary of demolition and

':-:' t:f lp hlic housing. Demolition or disposition is now allowed
. ' ,. . context of a complete plan and HUD funding for corn-

: , " lll")provements to all projects managed by a PIIA.
" .- a shortage of low rent housing persists, the Committee
[i, r 'e: i'lery effort should be made to retain the present stock
:'' ilsing Ig owever, some public housing buildings are so

r -. heir condition, location, or other factors that no feasible
-' r, t tofication can return the building to useful life. The bill

"I I''lal(les reasonable and workable restrictions which never-
" '' rhe demolition and/or disposition of public housing proj-
, ) .t t.(hereof, if there is no reasonable or viable alternative to

'rjeXt back to useful life. If the condition of the project is
" would l)e less expensive to demolish and replace it than to

'' it. or if the location is such as to preclude residential use,

I

t
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or the density is so high that the project should be "thinned out". tile
Secretary may approve of demolition provided families to be tim.

placed, and local government officials, have been consulted. This con.
sultation should include plans for relocation provisions and replacing
the units, if appropriate.

In cases where the PHA requests permission to dispose of a ptllhc
housing project, the Secretary can approve the application only if (an
there has been consultation with displaced families and local gover-n
ment officials, (b) retention of the property is not in the best intert,s
of the tenants because of adverse changes in the surrounding area or
better opportunities for a more effective or efficient lower income Ilols.
ing project, and (c) the proceeds of the disposition will be set aside
to retire outstanding bonds and any extra proceeds used by the PIl.
to improve other public housing projects, to provide assistance lnllnkr
Section 8, or develop other public housing opportunities.

Section 206.-This section prevents HUID from contracting witll It;I
Federal Financing Bank to make interest differential payments in ,lon-
nection with FFB financing of tax exempt public housing loans. 'l'Illr
loans would thus continue to be sold in the tax exempt securllles
market.

Section 207.-Would amend Section 201 of the Housing and ('ole-
munity Development Amendments of 1978 to delete the Secrst altix
discretionary authority to provide operating subsidies under Se ilc:
201 to troubled multifamily housing projects which, though I1 '1)
assisted, are not covered by a mortgage which is insured or was pflrnlr
erly insured under the National Housing Act.

Section 208.-This section amends the Section 202 program of l,, ei
ing for the elderly and handicapped. Under the Section 202 prorlu,3n
the Federal Government makes direct loans to project sponsors · l ti
in developing rental housing that is specifically designed to Infeel 7-i

needs of the elderly and handicapped. The bill provides authorizi
for $790 million in direct loans for the development of no more ti:

15,000 units of Section 202 housing. Sufficient Section 8 budget
tllority is assumed to be available from previous years' approprltll :
Tn addition, the bill (1) provides that the interest rate on Sect io,' -`_
loans be set annually at the rate of the average interest rate on 1icdl r.
obligations as of the end of the previous fiscal year or at 9 Ict '..

whichever is lower; (2) permits any sponsor to voluntarily p" i
funds from other sources for appropriate amenities if they ar
financed or supsidized with federal money; (3) directs the Setrl ti'n
to assure the inclusion of special design features and congregfat4 l a
necessary to meet the needs of elderly and handicapped; i'
courages the provision of small and scattered site group loottii Mt

independent living facilities for non-elderly handicapped pe'so "t
families; and (5) provides that a Section 202 sponsor or borrowi r' " "
select the contractor to be employed in the construction of a ''a
202 project on either a negotiated basis or a competitive basqi. 'iA
the Secretary disapproves the selection. The Secretary is enrolrrn-
to establish such additional basis or bases for contractor select ,n- i
sponsors or borrowers as the Secretary may deem appropriah" A t
language will assure that the current standard practice in HtI) , .
housing loan programs, which permits contractor selection 0o
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,,erotiated or competitive basis will continue to be available for the
-.,.tioli 202 program provided selection of contractors on a negotiated
; i is demonstrably more cost efficient than competitive bidding in

.indliidual circumstance. This policy has been in effect since re-
lhnrization of the Housing and Community Development Act of

I'11 (Committee supports the popular and workable Section 202
...lr;l.. Tt has been and will continue to be helpful in meeting the

... of the, constantly growing elderly l)ortion of our population.
T,, 1 ru.,.isions of the Committee bill are designed to preserve those

Xtl..t of current program operation deemed essential to ongoing,
.*:..s4ifuIl program performance while we search for longer range

l'.tfi(,l to the high cost of 202 projects. We are supportive of the
r;.l i-t ,issure that Section 202 units are * * *

,;. /inl. 209. This section repeals the numerous references to new
,.~rttlliion and substantial rehabilitation contained in the public

; ie,, ,end Section 8 program authorities. These costly forms of
- -t;-tce for rehabilitation and new construction have been replaced

f; r RenIlltal Rehabilitation and Development Grants for urban areas
.i li\ file Rural Housing Block Grants for rural areas. The new

e-t itrltion authorities are retained, however, for obligations made
.n:. r, fisca.l year 1983 and for elderly housing projects financed with
. tli, 202 loans.

t;oi,, o10. This section establishes a new procedure for handling
' 'Itv allowances to avoid "negative rent" payments from PHA's to

t- cIul il, apartments with individual utility metering. Under this
:, l o.(Htlre the PEIA will pay the utility company on behalf of

' !,,,lat. The PHA will collect the required rent from the tenant
:ull excess utility charges beyond the utility allowance.

'.';o' 211. This section repeals a provision in the Omnibus Rec-
il:,1io Act of 1981 which woul(l have allowed states to reduce

9-I' ' ganllts for households receiving housing subsidies.

'NTILE III-PROGRAM AMENDMENTS AND) EXTENSIONS

:',npion of FederaZ lou8sing Administration mortgage insutrance

.'-ticn, 1 of the bill extends for two years (through September 30,
't', the authority of the Secretary of Housing and Urban Develop-

t .t inlsure mortgages or loans under certain HTTD-FHA mort-
- :-' nr loan insurance programs contained in the National Housing
: . one-year extension is proposed for the section 235 program of
.J'nner.nship for lower income families.

!- S'? texisting law, the authority of the Secretary of Housing and
"~ I)evelopment to insure mortgage and loans under these pro-

' -will expire on September 30, 1982. After that date, the Secre-
.:T'". not insure mortgages or loans under 'any of the major

F 'IT insuring authorities contained in the National Housing
-j 'x'f)t pursuant to a commitment to insure issued before that

a rill authorities which are extended for two years to include
for ole. following HU)D-FHA mortgage or loan in;i1Y-' ....-
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grams: title I-property improvement and manufactured home loall
insurance; section 203--basic home mortgage insurance; section 207-
rental housing insurance; section 213-cooperative housing insllr.
ance; section 220-rehabilitation and neighborhood conservati,,,
housing insurance; section 221-housing for moderate-income and(l lis
placed families; section 222-mortgage insurance for servicemen; ,,C.
tion 223-miscellaneous housing insurance, including insurance in
older, declining urban areas and for existing multifamily hoising:
projects and hospitals; section 231-housing for the elderly; sectio,,
232-nursing homes; section 233-experimental housing; secti,,n
234-condominiums; section 237-special mortgagors; section l2,
homeowner purchases of fee simple title; section 241-supplemenlial
loans for multifamily housing projects, health facilities and ener'rv
conserving improvements; section 242-hospitals; section 243--h,,oe-
ownership for middle-income families; section 244-mortgage insr.
ance on a co-insurance basis; section 245-mortgage insurance on
graduated payment mortgages; and title X-land development.. Al-
thority to insure mortgages under section 235 is extended for one viir
with unconditional termination on September 30, 1983.

Extensions have not been included for the following provisions of
the National Housing Act: section 235(q) (countercyclical economy:
stimulus), section 236 (rental and cooperative housing for :lo r
income families), title VIII (armed forces-related housing) an(ul itle
XI (group practice facilities).

The section 235(q) authority (countercyclical economic stirnilllll-
scheduled to expire on September 30, 1982, is not extended. Tle,,
emergency authority has never been activated.

Section 236 was also extended for one year by the Housinlr :.l

Community Development Amendments of 1981 to permit proje,;:r
the pipeline to be processed. Most such projects have nowv i-t
processed or cancelled, and those still in the pipeline have secured . i'
mitments which will make possible the provision of insurance !If-
September 30, 1982 pursuant to a commitment to insure made I* f" I
that date. Thus, there is no necessity to extend the insuring atll"' I'

The authority to insure armed forces housing under title w'll
of the National Housing Act (sections 809-810) is not c i
beyond the current September 30, 1982 expiration date. These ri r'

grams have been inactive for several years; no insurance wars ei't-
under their authority during fiscal year 1981, and no applicntio,:l i'
insurance are currently pending.

Finally, there has been little activity under the Title XI aulit It
to insure Group Practice Facilities, suggesting that wllatev"ref
exists is being met adequately by the private market. Accord'l;l)
no further extension of this authority is necessary.

Commitments to insure under Title VIII and Title XI entereI lt-
before the scheduled September 30, 1982 expiration date
honored after that date.

Federal Housing AdmMnistratinm general isrcawnce futnd
Section 302 amends section 519(f) of the National Housing A.

authorize the appropriation of such sums as may be neceIn t
cover losses of the General Insurance Fund. Existing law cona-
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c.rrll ceiling on the amounts which may be appropriated for this

;, ',regs suistained as a result of the sale of acquired property are not
f Il.iion of the amount authorized for appropriations to restore the

- 'llThe losses represent the difference between the purchase price
J, inilts acquired through the Department's insurance activities, ex-

.- f incurred through maintenance and repair and the proceeds
[.Fu,, ld from sale of these properties. The authorization does not

I tihe loss but merely places a limitation on the amount which may
i -,,rlglt in recompense for losses already sustained. The present
5 ,illz:iltion limitation requires the Department to seek an increase

i,,' amolilunt authorized for appropriation before an appropriation
I ,.orie the losses can be enacted. This amendment simplifies this
q..-. by authorizing the appropriation of the sums necessary for

P'urpose.
. rr ar, Llthorizations
.iion :103 authorizes the appropriation of $20 million in fiscal

C1 I!s for the Department's Research and Technology Program.
i :. l.,l re nlras of study in fiscal year 1983 will include:

si trategies for increasing the efficiency and effectiveness of
I l.-istid-housing programs through reforms of existing programs
Iol ct\:llulation of alternative programs;

.\ndvasis of (1) the relationship between tax policies and hous-
·nlI . (2) alternative housing finance mechanisms (such as alter-
atic Inortgage instruments), (3) financial institution regula-
,r a:ind reform, and (4) alternative tax and other financial
rl',liti\es for housing;

\\: !s to reduce the component costs of housing (costs of de-
.'l),lm ent, building, financing, and operating);
l)'elolpment and dissemination of better methods for com-
·11:! ,Vl management and delivery of local government services;
IIllhification of successful neighborhood strategies;
.\n:alvses of new or improved alternatives for urban economic

I.lop'll~lent, including an examination of enterprise zones, the
I, ,f small businesses, regulatory and tax relief, public finance
tii lax policy, changes in capital investment by cities, the im-

i:. of Federal tax and grant policies on central cities, and the
''flilll:ilion of a viable and realistic urban policy; and

1-.Imk related to fair and nondiscriminatory housing.

'.,.;,,. of reqUtirerments that F1IA interest rates be set bh law
'-, :;-; amends the insuring authorities in the National lIous-

-: l: which are proposed for extension beyond fiscal year 1982
''lon 235) to allow an insured mortgage or loan to bear

-; :1 rate agreed upon by the borrower and the lender. These
,, le are: title I-property improvement and manufactured

'r " illlsrance; section 203-basic home mortgage insurance;
' '.- -rental housing insurance; section 213-cooperative hous-

",: section 220-rehabilitation and neighborhood conser-
, " '?l insurance; section 221-housing for moderate-incomei lce(d famlilies; section 231-housing for the elderly; section

'-in omes; section 234-condominiums; section 240-home-
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owner purchases of fee simple title; section 2 4 1-supplemental Inali
for multifamily housing projects, health facilities and energy conserr.
ing improvements; section 242-hospitals; and title X-land deveklV1
ment.

The proposal repeals section 3 of Public Law 90-301--HU)'..
interim authority to establish maximum FHA interest rates-as ,. ll
as section 4 of that Act, which established a commission on intenr,
rates which expired in 1969.

The amendment to section 235 provides for continuation of the .S..er
retary's authority to set interest ceilings, essentially in the same nit..
ner as is authorized under present law in Public Law 90-301. Thin
reservation of authority for purposes of section 235 mortgages is nole,.
sary to close out, during fiscal 1983, the section 235 homeownership
program for lower income families. Since the section 235 subsidy is Ae
difference between the actual interest rate on the mortgage and at lIl, w
market rate set by HUD, to allow negotiated interest rates in tlhis {os
gram might prove prohibitively expensive. Since the authorit' Ts
insure under section 235 is proposed for expiration on Septemlh r 4
1983, the need for a continuation of Secretary-established interest ,-.
ings is only temporary.

The administered ceiling on the FHA contract interest rat. i{f
outlived its usefulness. The ceiling is an outdated manifestation of (,n-
cern that some lenders would take advantage of buyer ignorance adr~
charge an "above market" rate of interest. Mortgage rates were vll-
tively stable in the post-WW II years by today's standards, lbnt lif-
fered among various regions of the country. This difference reflie4,-
the relatively greater demand for funds in some areas ,,n11i, t
immobility of mortgage funds across regions. In the interest of ',r0
moting a truly national mortgage market and facilitating the fl,", dl
funds between regions, FHA attempted to set a national nmorrLt'
rate.

Over the years the perception has developed that, by setting al ' *-
ing, FHA determines mortgage interest rates. This is simply no t:
case. FHA mortgages are sold to investors at market yields. Invcin-t ,
discount the loans to bring the yield up to those available on nllertt-
tive investments. These discount "points" can be ultimately pllsa- ,M
to borrowers, typically in the price charged by the seller.

Mortgage markets are now national in scope and extreme1ly
petitive. Homebuyers can readily obtain information on tilt n:~
rate for a mortgage loan, and can negotiate for themselves an al!
interest rate. Thus, the ceiling is no longer needed. .

The recent volatility in interest rates has made the ceiling ext rlto:-:
difficult to administer. The FRA ceiling must reflect current 11.t.4
interest rates if homebuyers are to obtain mortgage credit. \W.
interest rates move by as much as five discount points within ' by
as they have recently, it becomes increasingly difficult to adlitm-
the contract interest rate effectively.

In summary, the FHA will follow the conventional mno*r
market by letting the borrower and lender determine the j,)¢it
interest rate.

Subsection (e} of section 304 amends title V of the National I}t,'
ing Act by adding a new section entitled "SEC. 533. L}u rv' I v'r

]C;roUN.xT POINTS AND INTEREST RATES." This new section provides
,,t the Secretary may limit the amount of discount points which may
. paiil Ibv the borrower or mortgagor in connection with mortgages

!,red(l Iinder this Act. This action may be determined to be necessary
lainiltaill the low downpayment feature of the loan and mortgage

-'.ranee p rograms of this Act.
I'he S, eretary may also prescribe limitations on a maximum rate

:.! nieret on a mortgage or loan under a particular authority or for
i-jrtictlar type of mortgage.

'. tl,,nt of FIJA single family mortgage insurance premiutms
,r iion .305 amends the single fanily insuring authorities of the Na-
,.lI Ifn lsing Act to exclude the amount of the mortgage insurance
n:ilnnlls 'aidl at the time the mortgage is insured from the applicable
ullllll nlortgage and down payment requirements. These changes
o:n Iltelied to complement the Department's proposed revision to the

.zt, familiv insurance premiumn collection structure. Under this plan,
le i a ri nent will, by regulation, require the purchaser to pay at the

-'. if settlement the total expected amount of premium due, based
l:e: fl,, average expected term of the loan. The premium will be

itu lol On a discounted present value basis and will be considered as
-. hlihlli expense, included within the amount of the approved loan.

Tihl nwo procedure will result in significant reductions to the work-
i f bhe Department, and also will free loan servicers from the
(thIV remittance requirement on new loans. The change is expected

Zio:'V o al ai small impact on the home purchaser's monthly payment
n ,t, w.,hile increasing premium receipts early in mortgage life.

rlell In 'rrent law, however, the amount of the mortgage insurance
'illn ~pa able at settlement is included in the amount of the prin-

-'. 1iition of the loan against which the statutory maxima are
4.&' . If the higher amounts contemplated by the new procedure

-> 'Inll;lImly included, there would be a corresponding decrease in
-nle mortgage amount attributable to the dwelling being pur-

'[lhe 1 amendments would prevent this result by excluding the
i Xnt hf ile premium from the maximum mortgage determinations.

"'.l sillnc insurance premiums are presently included in deter-
'.t l,, Ipayment amounts, the amendments would exclude them

1 B, pvn}yment determinations. The amendments would, however,
"the amount of insurance protection which is afforded the

,p '"'nt ,single family mortgagors
: 1 ::i, provides higher maximum mortgage amounts for non-

, ",Ellant, one- to four-unit dwellings insured under section 203
atiomal Housing Act.

di' w" I% {limits the principal amount of an owner-occupant mort-
, ay be insured under section 203 (b) to the lesser of speci-

, 'lotlnts or loan-to-value ratios. Thus, the maximum insur-
6'"'u f.or a typical single family home is the lesser of $67,500 or

· percent of the first $25,000 of value and 95 percent of
' ;T1. Seetion 203(b) (8) of the Act limits the maximum in-
all-I, for investor-owners to 85 percent of the owner-occu-
,' 'h. t'ls for a typical single family home, the limit is 85 per-
·- -' ,, or $57,350.
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This amendment sets the investor limit at the lesser of the otler.
wise applicable dollar amount or 85 percent of the otherwise appli
cable loan-to-value ratio for owner-occupied units. This will mnkethe maximum dollar amount which may be insured for investors tl},
same as that for owner-occupants, while at the same time retainirn.
existing restrictions on the percent of value which could be insir,1
for investor-owners. The proposed change will help stimulate invsrstfr
interest in one- to four-unit dwellings, thereby resulting in incre;.r~
rental housing supply.
Premium, changes for insurance of alternative mortgage instrlumtnt

Section 307 authorizes the Secretary to increase, if neceass rvr,
premium charges for insurance of mortgages involving alternaties
financing mechanisms such as graduated payments, adjustable intt i-.
rates, shared appreciation, or growing equity.

Section 2 03(c) of the National Housing Act authorizes the Sc, r,.
tary to vary premium charges for the insurance of mortgages u1nt. J
the separate sections of title II of the National Housing Act. i',:t
premium charges among mortgages insured under a particulear ~-
tion of the Act must be uniform. The alternative mortgage ,lahrr
authorized pursuant to revised section 245 and new sections 247. 2:'4
and 249, (and other alternative mortgage instruments which mnno h
developed under existing authority) may require additional prz1:irplru
charges to make the provision of insurance actuarially sotilln
Alternative financing mechanisms are intended to be used in conijl -.
tion with existing basic mortgage insurance statutes contained in it:
II. Thus, for example, a single family home with an adjustabl)l rPit
mortgage might be insured "under" section 203(b), "pursuant :i,,'
section 247. This amendment makes clear that, when alterrll:ll
fifinancing is used in conjunction with a particular section of i't
It authorizing insurance, the Secretary may provide for preoli m.
charges which are not the same as those which would be applic.illl' -!
a level payment mortgage insured under the same section, annl I:
premium charges applicable to such alternative mortgage inst lr!-- *te
may exceed 1 percent per year where necessary.
CNMA and FHA limitations

Section 308 amends section 306 of the National Housing Act t, .I: I
GNMA to make commitments to issue guarantees up to the aggr"T'L 't
amount of $68,000,000,000 during fiscal year 1983.

Section 531 of the National Housing Act is amended to allow k t )
to make commitments to insure loans and mortgages up to the "?'
gate principal amount of $41,000,000,000 in fiscal year 1983.
Discretionary authority to regulate rents and charges

Section 309(a) removes language in section 207 of the Nut' 'I
Housing Act mandating that the Secretary regulate project re'tO e
rates of return, and substitutes discretionary authority in the.1 ;
tary to provide for such regulation. This change (and the la'sr -

amendment of section 234(d) (2) contained in subsection (I). -.
conform these authorities to other National Housing Act mnltil'"
authorities (sections 220(d) (2) (A), 221(d) (4), and 231) wlit' ;'
vide for discretionary authority to regulate rents and charges.

11i Ipurpose of these changes is to permit the Department to dereg-
n. , t levels in unsubsidized insured projects. Deregulation is ex-

..:,,. to help assure the financial stability of insured projects, and
J7'I ,r1('(,ll' administrative costs for the Department by eliminating

, rm vi(\w sand processing of applications for rent increases.
I ;iolll(l be noted that such deregulation would have applicability,

-.... lv to future unsubsidized project mortgages, but to existing
r ,::lcs as well. After appropriate regulatory changes were prom-
.-,1 l'irsuant to these amendments, existing mortgagors would be

[ r,,I to amend their regulatory agreements to remove requirements
[ I ' II) : ppiroval to rent increases. The Department would, however,
, , the right to resume regulation of rents and charges for any

' ,r,j.ct in the future.

-a ;',,,' n.qurance for manufactured home parks for the elderly
-, lin 3:10 amends section 207(b) (2) to permit the insurance of
.'·:ftfalrreld home parks designed exclusively for occupancy by the

, 1'. P 1sent law states that the insurance of section 207 mortgages
" 'il, il to facilitate particularly the production of rental accom-[ ·:w ili,l "sullitable for family living." Section 207(b) (2) goes on to

' l,i t the provision of insurance under section 207 unless the mort-
':.? t,.Ii-ifies under oath that there will be no discrimination "by

[, -,Of Ithe fact that there are children in the family...."
.itf 1te tlndlment retains this basic rule, but provides language clari-
-5 ': !i exception may be made with regard to manufactured home

i:' tinrled exclusively for the elderly. Recent surveys indicate
"41 :,llt 'one-third of all manufactured home units are occupied by

" '.' I'r.Oens. Since section 207 is the only authority for insuring
i:' 'Jliled home parks, the change in section 207(b) (2) proposed
--' tion of the bill is necessary to meet the need for insurance to
I' ,:l-rks designed, constructed and managed for occupancy ex-
-· I l v the elderly.

;' I.. lo..'/ fge limits for substantial rehabilitation
8'",, :'11 amends the mortgage limit provisions of Sections 220,
i :l) and 2"01(d) (4) of the National -lousing Act to facilitate

"' "" to Iperform substantial rehabilitation. Currently under
i:' ico,ns. the limits on mortgages for substantial rehabilitation

' !',r i, tIre( 90 percent of the suni of the cost of repair plus the
i'ii Pf pi froperty before rehabilitation. However, where there is

' "'L tallt) o(rtgage, and application to insure a new mortgage under
I"; .i proxvisions is made, the mortgage limits would be based on

'':- I ,'ost of repairs plus the existing indebtedness (rather
' ;"' llle of' the property before repair). The amendment deletes

'i": fi' 1ila, so that the mortgage limits would be the same for
". 2i' n.q it is for new financing for substantial rehabilitation.

t. tl:tjt l involving existing indebtedness for refinancing in the
K "VeX'('eents owners from realizing any of their equity if they

,:,. "'hiilhitate .a project and retain ownership. This forces sales
.~' !'-" if the owners are to realize any equity from the plroj-

; /'tit h ltiOt is contrary to a policy of encouraging rehabilita-
: ion of rental property by present owners. As a result of

i it '"y p r ojects requi ring rehabilitation cannot receive thel:h: 1tat ion xwithlout the sale to another owner.

I
i

I
I
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This section further amends sections 207(c) (3), 220(d) (3) (B) (ifi),
and 221(d) (3) (ii) and 221(d) (4) (ii) to a uniform schedule of )mn'-:
gage limits at a level 20 percent higher than the existing level isn ,¢cJ
tion 221(d) (4). These basic mortgage limits have not been ince,:n l
since 1976 in the case of section 207, and not since 1978 in the ca.-t f,f
section 221(d) (4).

In addition, section 311 provides a special schedule of higher Ioln.
gage limits for projects which fall into one of the following three cane i
gories: (1) projects which receive assistance under the new ReNali n
Rehabilitation Program; (2) projects in which at least 20 perelcri of
the units are available for occupancy for at least ten years by niea<,-%,
and families who incomes do not exceed 80 percent of area niellar.
income; and (3) projects which are subject to a mortgage whlIic L,
coinsured with a private lender under section 244 of the Nati,..a!I
Housing Act.

The following table describes the proposed limits:

Type of housing unit

Efficiency____
1 bedroom_¥.-.--:
2 bedrooms_._ ...
3 bedrooms --___.......--....:::::
4 bedrooms_ .................
Elevator-type structures:

Efficiency---.
1 bedroo .. :::::::::::::::::::2 bedrooms&_.
3 bedrooms.. :.
4 bedrooms_ -..-..-

Proposed P-:
uniform limits Sp I-, i l

$23,287 5 SI
26, 434 1-,
31,950 ~
40',104 q M
45 440 a' E

25. 154 "A ,
28, 836
35, 064 i
45, 360
49,793 "'

Section 207 has a limit of $9,000 per manufactured horn, '1 -
that does not appear in the other sections. This limit has been in,'l H {
to $10,800.
Assigmnment of section 221(g)((4) mortgages to the Go,' '

National Mortgage Association
Section 312. Section 221(g) (4) permits mortgagees holding -

221 mortgages which are not in default to assign them-t wcllet "
from the date of insurance endorsement-to the Secretarl. :,-
receive the benefits of insurance.

The purpose of this amendment is to authorize the S, "'"
to direct mortgagees exercising this assignment option to (Ile' '
mortgage and credit instruments directly to the Governmenli N,' :'
Mortgage Association. Upon such an assignment to GNMA. tll ' --
of the mortgagee would be identical to those provided in til' i ..
law. The amendment establishes a more effective process wit"'l! :I
for dealing with these assignments. GNMA. acting as agnit f
Secretary, will take delivery of the mortgages and would payl f .
with debentures issued pursuant to the current procedure 01,1'5- '
section 221 (g) (4). These debentures will be debited agains t I,' t
fund. Upon sale of the loans, GNMA would provide the Ipo"'
FHA. GNMA will be reimbursed for all admninistrative ('(. t

Without this amendment, FHA could continue to be rIsl ..
for taking assignment and servicing these mortgages. but sa i'
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. atifling in HUD's Office of Finance and Accounting would be
Hircd. since that office is not prepared to take on the additional

,leOnsibility caused by the forthconling eligibility of numerous sec-
2.,2 )1 mortgages for 20-year assignment.

Eiplicit statutory authority to instruct mortgagees to transfer these
.,,rtgages directly to GNMA eliminates the paperwork and time
i.:v} w'ithin HIUD involved in requiring receipt of the mortgages by

f.. )Rice of Finance and Accounting, and subsequent transfer to
.;NMA1 for purposes of handling debenture issuance and subsequent

·.!., of the mortgages.
l; i5MA has the greater experience in handling such sales, and will

,:aI he in a position to "space" its sales, so that HUD mortgages will
nt Ic sold in competition with GNMA's own mortgage sales.
' ni,,tstion of section 22 buy-back provision
4,tiln .313 amends section 221(g) (4) of the National Housing Act
.itlillnate the "buy-back" feature of that provision with respect to
!iii mllents to insure under section 221 entered into after the effective

,. ,of ]the Housing and Community Development Amendments of
;'. S. f tion 221(g) (4) now permits mortgagees to assign to HUD
.,,i oit mortgages which are in their 20th year of amortization. HUD

qr rin,ans the mortgages for debentures at the going rate for the face
%1, of h I outstanding debt. The amendment only affects those mort-

-!:- f' whllich commitments to insure were made after the effective
' ,f the provisions.
i!...:u(i< of the current high interest rates, it has become more and

nl\:nmt.agcous for mortgagees to assign mortgages to HUID and
.! .i.lltllres at the "going rate" of interest. This proposal would

I vIlXected future losses to the FHA insurance funds based on
.!"-e r transacted after the provision's effective date.
"vtg inssuracwe for condominiums
in :114 amends section 234(c) of the National Housing Act to
Ill-nlllcee of any condominium unit in a project that has been

; ',"', ! the Secretary. The amendment expands HUD's authority
·,ut msming individual condominium units in a project by elimi-
''lf ' ulnditions to such insurance contained in existng law. Un-

'r X' , Iaw, HUD may insure individual condominium units if one
ftIllh(v.inir conditions is met: (1) the project is or has been FHA-
I ir \A-approved; (2) there are less than 12 units in the build-
: : if the buildir, l,h 1'2 or more units it is more than a year
d o:,,, provided tha, thti miortgagor is limited to the purchase of

"''-l:'i rour ;ni.ts (.coered by mortgages insured under section
1'1-, re strictions are eliminated. The separate provisions for0!n' iainximum mortgage amounts are also eliminated and the

' 'i I )e determined under the same provisions as section 203
; .n...l:nes will simplify the insuring process and eliminate

"0:1dI d(egree of FHA review and regulation.
"l ,a i :alldhtional amendment to section 234 with special provi-
'1j''c( ts con verted from rental housing to condominium own-

si case, insurance may not be provided unless (1) the con-
'- ..'' e n(l more than one year prior to application for insurance,

__
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(2) the mortgagor was a tenant of that rental housing, or (3) the co,-
version of the property is sponsored by a bona fide tenants organization
representing a majority of the households in the project.
Cooperative housing

Section 315 amends section 203(n) of the National Housing Act
to provide that the Secretary may insure loans to purchase stock or a
membership in a cooperative ownership corporation not previolislr
insured under the Act if the Secretary examines and does not dis
approve the underlying mortgage, and if construction was complet ed
more than a year before application for mortgage insurance. Adlli
tionally, the limitation of eligibility for mortgages to nonprofit. .,
operatives only is removed. These a6tions are necessary to expand th,
ability of the Secretary to meet the insuring needs of this import ant
sector or the housing industry.
Removal of restriction on FHA co-irsurance

Section 316 strikes the second and third sentences of section 24-'1 11
of the National Housing Act. These provisions limit the amount i,f
mortgages and loans which may be insured on a coinsured basis by t l:-
FHA to 20 percent of the aggregate principal amount of nall i;l't
gages and loans insured under Title II of the Act. The 20 pler.lit
limitation also applies separately to multifamily and single famlmtiiv
mortgages.

With respect to multifamily mortgages, HUD anticipates fI.,:z
insurance applications in both fiscal year 1982 and fiscal year 1In. -5

well as a drop in the overall amount of multifamily mortgage iln-,lr
ance written. This will occur at a time when HUD has (lev,(l,"l'l
regulations for coinsurance for purchase of refinancing of iiilu-
family properties (under section 223(f)) and for private ihles
financing of new construction or substantial rehabilitation (under .O-
tion 221). State Housing Finance Agencies already may coinsure', :!
perform delegated processing under section 221, which accotlit- ft
approximately two-thirds of FHA's multifamily business. il' . ..
incidence of diminishing overall multifamily insurance activit,:
increased policy and program emphasis upon coinsurance nlk,.- 'ae
existing'20 percent limitation of section 244(d) a severe inlti),l*'t
factor inm carrying out FHA multifamily operations. Removal "f 'I
restriction will permit a more extensive and more effect ive I:1a
multifamily insurance program than would otherwise be possiblhl

With respect to single family insurance, HUD estimates t ll:t it '
applications and the amount of insurance written will interTel-
fiscal year 1982 and fiscal year 1983. In fiscal year 1981, coillttr!i'
written represented about 1.25 percent ($156 million) of singhi fla.r
insurance written ($12.5 billion). Although single family olelt:'t
may continue to work within the 20 percent limit for the pl)V-t I""
in multifamily operations, HUD will be making improvemients " T-
coinsurance regulations with a view toward making the coiniturti
approach more attractive to lenders. HUD anticipates a snl lt a:

increase in coinsurance activity as a consequence.
The benefits of coinsurance are clear and compelling: it I'axi,":'

the role of the private sector, it reduces processing time throii ' '
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ated processing, and it limits HUD's exposure to losses through risk
.:.ring. By removing the current 20 percent restriction, increased co-
~[rnt tion and direct involvement of the private sector in FHA insur-

',- programs will be possible.
I ',rnative mortgage instruments
.Z tion 317 expands the Secretary's authority to insure mortgages
M.UZn alternative mortgage instruments. Subsection (a) amends sec-

. , 5n 4i of the National Housing Act to consolidate the separate au-
'.-rities now contained in section 245(a) and (b) into a single grad-

t1Ii pt)ayment mortgage (GPM) authority for one- to four-family
fillings in accordance with the more generous limitations now con-

*anr , in section 245(b), and to eliminate certain restrictive features
! rthe present section 245(b) GPM program. In addition, there are
:aPndlnients in revised subsection (c) to make possible the use of
;l'l. for multifamily projects.
ThI revisions to section 245(b) delete the threshold requirement

- .it a mortgagor be unable reasonably to afford to finance a purchase
nf..nmns of any other mortgage insurance program. This change

Air. nyo otherwise qualified mortgagor eligible for an insured grad-
,,,ft ignvmient mortgage.

!;-onl, the requirement limiting section 245(b) insurance to mort-,>ner whlo have not owned dwelling units within the preceding three
i .os is stnicken.

Finallyv, restrictions on the number of mortgages or the aggregate
- nan of initial principal obligation of mortgages insured under sec-
24r are removed.

%vtioin °45 (c) amendments provide authority for GPM's for multi-
'l insured projects. A major deterrent to the production of multi-

--lV h)olsing is the high cost of financing Availability of GPM's
a cize over principal and interest payments on the mortgage in- Purl\ years of a project. Later, as debt service payments increased,

-unahllo 'rental increases would cover these costs. Use of the GPM
'-q-1h in the multifamily context will assist the badly sagging

* hou Imsiing market without the help of Federal subsidies.
;P for multifamily projects will not, however, have require-

:r- ilntienl to those applicable to single family insuring authori-
t- hI iniftial principal obligation of a multifamily mortgage will

v;' 1rrnlit ted to exceed the percentage of value or replacement cost
)''l "ii the particular title II insuring authority with which the

a lT)horizetion was linked. During the term of the mortgage, the
l a o)lirtion (including interest deferred and added to prminci-
notl be permitted to exceed the property's projected value at

, 'led v"'alue of a multifamily project will be determined in the
-rtner t's under current section 245 for single family dwellings-

o -oof n UD calculation based on the initial value of the prop-
<)heet ing increased value at a rate not to exceed 21/2 percent

" ingle-fiamily mortgages
by, )ion (1)) of Section 317 of this Act provides authority for

" 8r single-family Adjustable Rate Mortgages (ARM's)
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on a limited basis. Under the authority, insurance activity would bl
limited to 125,000 mortgages in any fiscal year. Interest rate adjlzt.
ments wilLbeindexed--to anationaJl-interest rateidex-which-the
tary of HUD would specifically approve in regulations.

These FHA-insured adjustable rate mortgages will include safc.
guards for the consumer. To protect participating homeowners, statl.
tory limits would control the size and frequency of interest rants
adjustments. A limit of one adjustment per year, with maximumn in.
creases in the interest rate of 1 point a year and 5 points over the lif
of the mortgage, will be established. In carrying out this section, th,
Secretary is instructed to consult with the Comptroller of the (Or-
rency and the Federal Home Loan Bank Board to assure that regila-
tions under this section are, to the maximum extent possible, consistent
with the adjustable rate mortgage regulations of those agencies. 'Ih
mortgagee will be required to provide information to the mortgagor
describing particular features of the variable rate mortgage, inclllding
a hypothetical "worst case" payment schedule.

At present, HUD cannot insure a mortgage financed with a variable
interest rate. If inflation rates and interest rates remain high, the RA 1.
is likely to become a primary mortgage instrument available to a piir
chaser in the conventional market. In that event, it would be desi at.!,
for FHA to be' able to offer a choice between ARM's and fixed-rat,
mortgages.
Shared appreciation mortgages-single framily

Section 317(b) proposes a new section 248 of the National Ilollirl-
Act which would provide authority for HUD to insure Shared A\ l'r-

ciation Mortgages (SAM's) for single-family housing, includlill i'-
operatives. Insurance activity would be limited to 50,000 mortgag,- I,
any fiscal year.

Because of current economic conditions, including high and vNl 11:''
interest rates, alternative mortgage instruments such as the SA..\
should be insurable by FHA in order to supplement the sta:luidt i
fixed-rate mortgage and to provide homebuyers with an alternat i' .'o
the Department's 4 raduated Payment Mortgage (GPM) P"""'
and the proposed Adjustable Rate Mortgage (ARM). SA.M 1' i:!:-

possible substantial reductions in down payments, early year Il)oi:;.
mortgage payments or both, in return for a percentage shlla ,f r :
appreciation accruing to the property. The SAM is particularly 'i'
suited to prospective secondary market purchasers; to the extenl ,'"'
tive yields are keyed to property appreciation, such mortgages 'it II
cases will provide a direct hedge against inflation. a

Under this amendment a lender's share of the appreciate(l -:l. '

the property or share in the cooperative will be due and payn)l- i' " '

time the insured property is sold or transferred, or, in the een'c
is no such sale or transfer, upon payment of the mortgage.

The Secretary shall prescribe safeguards for buyers anld I W'*

which will include maximum shaaring provisions and full di.'l` '

of the terms and conditions of the mortgage contract.
In the event of a default, the mortgagee will have a rihlt, I"' :j

an insurance claim, but insurance benefits will not include till ! '

gagee's share of net appreciated value.
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This proposal reflects HUD's intent to serve first-time homebuyers,
lnd to generally upgrade the Department's insuring authority to be

-.onsietoe irrentneedsand ffective--in-the-eurent-mortgage
[ srket.
Oired appreciation mortgages--multifamily

Section 317(b) also provides authority for HUD to insure Shared
A lplreciation Mortgages (SAM's) for multifamily housing. Insurance
t-m'ity would be limited to 50,000 mortgages in any fiscal year. In
dtlition, subsections (c) through (f) would amend sections 207(c)
[.i, 240(d) (4), 221(d) (6), and 231(c) (5), respectively, to allow

li l) dliscretlon to insure loans which do not completely amortize over
L-.' loan term.

'tirrent economic conditions have made the production of multi-
timilv rental housing difficult. A particular problem facing the multi-
!.nl1. housing industry is the reluctance of lenders to invest in
[i.4l-rate mortgages of 30 or 40 years duration. Alternatives to tradi-

insal long-term mortgage instruments need tobe insurable by HUD in
I[tler to stimulate unsubsidized rental construction.

Tihe lmultifamily SAM will allow HUD to insure loans of 15 years or
;r, r which have level payment amortization schedules which would
z lletol,'y amortize in 30 years or less. Mortgagors would be allowed
Ie take anlvantage of the generally lower interest rates available for
t ner term financing.

tnMler this amendment, a lender's share of the appreciated value will
'> ,li arin payable at the time the insured property is sold or trans-
5:r.l or at the expiration of the loan term.

I'-,d either in tandem or separately, the multifamily SAM proposal
I i tlhe Iproposed discretion in the Secretary to insure mortgages which

.':,,t provide for complete amortization will substantially lower the
a zthl-I mortgage payments on multifamily loans and thereby encour-

i:, t-I roiluction of rental housing.

O'e ur,,I defects in insMtred property
.tioll 518(a) of the National Housing Act authorizes the Secre-

'r tfn ,lfaike expenditures to correct or compensate for structural
[i . in Isingle family homes which were approved for FHA insur-

eirir to construction. Section 318 amends section 518(a) to
V'fy that the Secretary may also correct or compensate for struc-

" I'frcts in FHA-insured new homes which were approved for
2' initfinty by the Veterans Administration prior to construction.
". rj o203 of the National Housing Act states that VA loan guar-
'i n'.lrance or direct loan approval prior to the beginning of con-

':f't nlay be substituted for the Secretary's approval. The
.atla fies that VA approval is the equivalent of the Secretary's

:'Ir 's.s of correcting or compensating for structural defects.
'' 'n paymient of premiumn charges

'21i' 319R amends section 530 of the National Housing Act to
t'' 'it te Department's obligation to collect mortgage insurance

w.El "n a monthly basis, and to charge interest for late payment
rIl l)remillms applies only to the Department's single amily
* wTnhe amendment permits continuation of the existing prac-
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tice of collecting premium payments from multifamily mortgagees ,n
an annual basis, with interest payable only in the case of later remit-
tance of the annual payment.

In the past, HUD has not required monthly collection of premniiiii,
for its multifamily mortgages. Premiums for those programs are oi it
by the mortgagor in advance and are escrowed by the mortgagee. ( ,,l.
lection of these premium payments on a monthly basis would increa'e
paperwork and would be staff-intensive. It would also unnecessalrlv
disrupt existing finance and accounting operations, which are geie rid
to annual receipt of such payments.

As amended, section 530 will continue to require that premiumns Wt
paid "promptly upon their receipt from the borrower" in the case of
the single family programs, but will require, for all other insuring
authorities, that premiums be paid "promptly when due to the S.;('cr,
tary" i.e., annually). Interest payable to the Secretary will contil;e
to be required for late payment of premiums, but such interest t %U
accure beginning twenty days after the mortgagee's receipt of p,.-,,-
ium payments from the borrower in the case of single-family Imo,n.
gages, while in the multifamily programs, interest will be due for L,:
period beginning twenty days after the premium payment's due dIte. ,
Single family mortgage insuranoe on Induian reservations

Section 320 adds a new section to title V of the National li !,t:
Act authorizing the Secretary to insure a mortgage covering :a -,.-
to four-family dwelling executed by an enrolled member of an I [-
dian tribe covering property located on an Indian reservatiMnll ,l
other trust or restricted land without regard to limitations ilnl !
NHA, such as those regarding marketability of title, or anny t .i i
statutory restriction which impedes the availability of mortg:..
surance on Indian lands. The insured dwelling will have to be :i
cipal residence.

The unique nature of the ownership of land on Indian reservat .la
and laws governing the disposition of Indian land makes lenditn lo.
willing to provide mortgage financing for housing * * *. HU I) c." X
induce lenders to make mortgage loans by providing insurance 1.. .-~
the National Housing Act has requirements for insurability r,-Il,'"
to marketability of title that cannot be met by land held in t,-il l
otherwise restricted by the Department of the Interior. The lpnl 'l i
enables the Secretary to make mortgage insurance available Xwt .h
regard to such statutory restrictions. Mortgages insured undl.r '
section will be obligations of the General Insurance Fund.
Amendment to Multifamily Mortgage Foreclosure Act

Section 321 repeals section 367(b) of the Multifamily Fo,'r ! ..
Act. This section now requires that the purchaser of a foreclo-'i '
ect must continue to operate the project under the terms of thle ,, ' "-
program if the majority of residential units are occupied at flnI t," ' .t I
sale. The Secretary is also given the discretion to require (Plw- -
under the terms of the original program in all other foreclo~',r ':
sale situations.

The Secretary has requested that he be given the flexibility '" c;-
pose of projects in such a way that will balance the need to ,,,l:. ;
an adequate supply of low and moderate income housing . :,

-.,, ,pwork of protecting the financial interests of the Federal Govern-
,!. 'The effects of the existing requirements reduces the already
V"k, number of buyers interested in such properties as well as re-

;g, t lie price which the remaining buyers are willing to bid.
.' , It ton. of fraud and a.bwse in II UD and F'm~fIA assisted programs

6.iisn 322 contains a number of provisions to help prevent fraud
--. dlllsea in HUD and FmHA assisted programs. Subsection (a)

1;r'is I: applicanat for assistance involving loans, grants, interest
-:,lies, other financial assistance of any kind or mortgage or loan

i..:ance to (1) include his or her social security number or em-
.:r illdentification number on forms designated by the Secretary

.!i sign a consent form authorizing the Secretary to verify and
information furnished by the applicant and authorizing other

, rnlllent agencies and private sources to release information related
d,I 'ter mination of eligibility or benefit level or post-verification

-,f. Information provided pursuant to this subsection will be
lm:ltntial except for use pursuant to this section as determined
i ' Sexretary. Such information can include, but is not limited to,
: n-·. 1rtuemployment compensation, VA benefits, and benefits under
t5 ....ial Security and Food Stamp Acts. Failure to comply with the

-. n'ments of this subsection will be grounds for rejection of the
X, .tion or termination of participation in the program involved.

:'. Iol'tary will define the term "applicant" for purposes of this
. .t in l.
'Iction (b) requires State unemployment agencies to release

' :ation to HUD, the Department of Agriculture, and public
-. n aigencies concerning applicants' wage information and un-
*i ,yint benefits.
·Mo" ion (c) provides that the entity responsible for determining

-'. ,!iy nand/or level of benefits under the United States Housing
,' .f :',7. section 101 of the Housing and Urban Development Act

. , 0, scvt.ion 221(d) (3) or 236 of the National Housing Act, in-
'. I'll':\s and owners of such projects, or under title V of the

' l.\t of 1949, of the National Rural Housing Act, shall deny
'' ' niiln ill the particular program benefits to any applicant who

*'-> v . . .hmade incorrect or misleading statements, concealed or
' .i iny relevant facts or otherwise violated these Acts or any of

- .L..tla.ioills.
:n'''.n (e ) amends section 214(lb) of the Housing and Commu-
' '"h!4 lt ent, Act of 1980 to extend the prohibition against finan-

' -i"!l to toi certain aliens to include the 221(d) (3-) program.
.iu'ptal(mn t must have social security numbers and employee

.'ll ', 1n11 mbers in order to make efficient -and effective reviews
" ,I"', eligibility and level, to reduce administrative error, and
- "1':hl(hnt transactions. The social security numbers are the

, , .~:-,Mrm andl accurate means of identification, and their unique-
* k' .s it lossible accurately to identify individuals in records of
,a *z nni'es. Provision of the social security numbers and the ibppli-

"" *'ntt ,, the Secretary obtaining data from other agencies, as
C1. ' v .l\ection (a), would enable HUD to verify the accu-

: D'PIbn:,lts' information and, accordingly, prevent fraud and
t'I"relvment to provide social security numbers is similar to
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that used in the food stamp program to prevent fraud. Additionall:,
the General Accounting Office has recommended enactment of suhell lo.
islation on a government-wide basis.

Access to data bases maintained by State unemployment a gemnis. ,u,.
authorized by subsection (b), is needed to enable the Depart.ll leo i,
undertake post-audit, quality control, and other investigative lrev.ii -I,
based on computer matching to such data bases. This amendmen \, d;
help the Department to assure that complete and accurate infollll;:,!,:-
has been submitted by beneficiaries of HUD programs. The I)ium,l
ment of Agriculture has been given similar authority in conllcti, a
with its Food Stamp program.

Subsection (c) provides clear statutory authority for public lI,,,
ing agencies and owners of projects assisted under the public hlol,:
section 8, rent supplement, section 221(d) (3), section 236 anld iill. V
of the Housing Act of 1949 programs to disqualify applicants fr'<
eligibility for admission or for continued benefits if the aplli, a,.
makes false and misleading statements or concealed relevant f:.
The public housing agencies and owners of assisted projecit ";Ji:
follow up and verify information affecting eligibility and benefit -. h.
based on data furnished by the Secretary. By allowing resol ill itof
such matters at the local level, several goals are achieved. 'Th' Ite
partment will be providing a means for combating fraud, as-i- : a!
in debt collection efforts, and allowing for greater local aluillii-
tration of the program.

Since the 221(d) (3) program also provides a financial hlu htlir
tenants, it should be included, as provided by subsection ((e). a;t!*

with the other rental assistance programs in the prohibitionl :,;-",
financial assistance to aliens. Also. the amendment is needed il l "-
vent the anomalous situation where some of the tenants in t -'
221(d) (3) project are subject to the section 214 prohibitiol tr
supplement tenants) while others are not.

Hlousi~ng comiseling assistance
Section 323 amends section 106(b) (3) of the Housing an,l I',"

Development Act of 1968 to authorize $5,000,000 for Housilnlg ' "

seling Assistance for fiscal year 1983. Additionally, section 1){ , I
the Act, which authorizes housing counseling assistance for .I'"
gors under section 235(i) or 235(j) (4) of the National Iolue''-*'
is repealed. Finally, section 230(d) of the National Holls'il '
which directs the Secretary to provide housing counseling t" >
assisted under the TMAP program, is also repealed.

Neighborhood reinvestment corporation
Section 324 amends section 608 (a) of the Housing and ,(,'' .:.'

Developments of 1978 to include $15,512,000 in authority f" i
year 1983 for the Neighborhood Reinvestment Corporatiol.

Section 325 amends section 2(b) of the National Hous1'',!-
bring the insuring of mortgages on manufactured homes into ?" .
with homes insured under section 203(b). The mortgage lil, I'"
manufactured home is set at 80 percent, and a manufacturea l"'
lot is set at 90 percent of the maximum limit under section ' '

term of a mortgage is lengthened to 30 years. A redundant I"..
regarding high cost areas is eliminated.
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t. neIw paragraph is added to subsection b(6) allowing an existing
lnufalctured home purchased with other financing to be refinanced

,, ,-,r this section if the home was constructed to the HUD code.
.it tion 203 is amended to allow the insuring of a mortgage secured
at I home constructed to the HUD code and fixed to a permanent

i' ilation.
F. .,r,4 .rational Mortgage Association amendmernts

-,rt ion 326 contains six amendments to the Federal National Mort-
gtp Asociation Charter Act.

i,,s.ection (a) removes all references in section 302(b) (2) to mort-
purchase limits, and gives FNMA discretionary authority to

:,,rllmin any limitations. Removal of the limits will enable the sec-
. iLrv Illnarkct to more fully support primary lenders. Congress re-

rwKfi all such restrictions on savings and loan associations and other
c,:,inators in 1980.

-lbsect ion (b) authorizes FNMA to issue preferred stock and makes
> pirofrerred stock freely transferable. The ability to issue preferred
.-.-k will enhance the Association's flexibility in making financial

vn-gemtnents.
~ihc.ction (c) repeals the provision that restricts the amount of

':,,rlinnted obligations of the Association may be outstanding at any
,r-,o tw rice the amount of the corporation's capital, surplus and

h-nut'iltllted earnings. Removal of this limitation will allow the
-nal operation of the market place to determine the appropriate

v tinlldhip between FNMArt's subordinated obligations and the sum
a.' p ital)i'l, surplus and undistributed earnings.

-lkection (d) repeals the provision that limits to twelve month
1- oil,,s Im,ade by the Association on the security of mortgages.

i"- vall of this limit will enable FNMA to make these loans for such
-, it deems appropriate. This will provide a profitable source of

to mitigate losses during this period of adverse financial con-
I' .q andl will enable FNMA to satisfy the need for longer-term loan
'~,-'rlientsS expressed by many homebuilders.

-.1l ,u ion (f) authorizes FNMA to purchase any mortgage held by
' FDIC or the FSLIC whether or not such mortgages meet

-' "'il.,lments of FNMA's regular mortgage purchase programs.

l 'i hl/omn Loan Mortgage Corporation amendments
] S"l" 2,, 7 ?amends section 305(a) (2) of the Federal Home Loan

' ~rv (Corporation Act to remove all references to mortgage pur-
' 'lim and gives the Corporation discretionary authority to deter-

-* -::.v limiations. The Corporation is also authorized to purchase
[ ,,l(ra'gen held by either the FDIC or the FSLIC whether or not

' ',:qg9age0s meet the requirements of the Corporation's regular
i':'P luirellase programs.

. " i'" :i n adds a new section to the National Housing Act entitled
:' rPAYMrENT. This new section provides guidelines for the

' in tle event an owner of a project offers to prepay the mort-
~; . ihiFrveafter be exempt from the requirements of the original

";'(IIer which the project was insured or funded.
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In the case of projects which require approval of the Secretary fIprepayment, the Secretary must determine that the project is no lonmeeting a need for rental housing for low income people. Alternativethe Secretary can determine that the needs of the tenants can be inoefficiently and effectively met through other Federal housing assistan,taking into account the remaining time the project could meet s.4needs.
The tenants of the project must be notified and have an opportun'to comment on the owner's request for prepayment. In addition to esidering these comments, the Secretary must also ensure that there isplan for providing relocation.assistance to those lower-income tenal.who will be displaced.
In the case of projects where the owner has the right to prepay tCmortgage without the Secretary's approval, the Secretary shall atotento forestall the prepayment by giving a priority for additional sectianand troubled project assistance for the project to the extent that funare available.
An owner of a project which receives the priority assistance tat:agree to maintain the low-income character of the project for at Ithe remaining term of the mortgage to the extent that assistanellprovided. The owner must also grant priority to applicants to hecotenants who have the lowest incomes, and must fully utilize the nsii-ance which is available to the project.

Mortgage interest rate survey
Section 329 requires the Federal Home Loan Bank Board to inchl:iin its Mortgage Interest Rate Survey for the next two years nliitmortgage loan and median purchase price data for each State andl ;Lstandard metropolitan statistical areas of each State.

TITLE IV-ALTERNATIVE MORTGAGE TRANSACTIONS

Section 401.-The short title of Title IV is the "Alternative Ml.igage Transaction Party Act of 1982".
Section 402.-The "Findings and Purpose" section declareos C('gress' concern over the inability of housing creditors to contill,'provide traditional fixed-term, fixed-rate credit secured by residlnvproperty. Recognizing that the Federal regulatory agencies lla y:sued regulations authorizing federally chartered depository il-::-tions to provide alternative mortgage financing and that such fillnl, -is essential to the maintenance of an adequate supply of housing .li!"for the Nation, the Congress finds it necessary to eliminate discr'i ' *tion against non-federally chartered housing creditors by alltlilr ;such creditors to make,'purchase and enforce alternative nwllor'?transactions so long as they are undertaken in accordance witl, ''Federal regulations.
Section 403.-Two terms are defined in this section.An "alternative mortgage transaction" is defined as any trnlal. sother than a traditional fixed-rate, fixed-term loan or credit. sal 'cured by an interest in residential real property, the stock of a ""-dential cooperative, a residential manufactured home or any '-dwelling.
"Housing creditor" includes depository institutions, HUD11 al'l'mortgagees, any other person fwho regularly makes loans sec\'r'

interest in residential property and any transferee of such creditors.State law requires persons to be licensed in order to transact busi-s., then in order to be a "housing creditor" under this title, a persont be licensed and must comply with all regulatory requirementslicable to such licensing, other, of course, than any requirements
t are displaced by this title.•rtion 404.-In order to prevent discrimination against non-fed-allh chartered housing creditors, this section authorizes a federalIteniative to state law for such creditcsrs which permits them to[gare in the same alternative mortgage transactions as those au-nWized for federally chartered depository institutions by the Comp-holer of the Currency, the National Credit Union Administration

Id the Federal Home Loan Bank Board. Through this legislation,nk-., credit unions and all other housing creditors, respectively, areg it nllhorized to engragae in transactions in accordance with reglla-~i issued by those federal agencies for the institutions that theyror. This does not place non-federally chartered housing creditorsim,,r the supervision of the federal agencies, but instead merely en-i thetm to follow a federal program as an alternative to state law.R,!'ognizing traditional industry lines, Title IV authorizes com-rn ial Innks, including their subsidiaries, to engage in transactions[ a.',oredance with regulations of the Comptroller of the Currency,
]ilt lniolns to follow the regulations of the National Credit Unionirnniistiration and all other "housing creditors", including savings
d loan. savings banks, mutual savings banks, industrial banks and[:ii r financial institutions, nonbank subsidiaries of bank holdingnjanies, etc., to follow the Federal Home Loan Bank Board's reg-

Alt'r4nntive mortgage transactions may be made by housing credi-[s in accordance with the authorization provided in this section, not-;-arnn1illg any state law, including juTdicial constructions of such

in,,,n 40i.--This section provides the states with the opportunity
r"r' the alternative federal program authorized in this title for't'rctif,.s that are subject to the laws of the state, so long as, the's action within three years of the enactment of this title.'.itn IO(i.-This section makes clear that certain provisions of thet.i;ltlr Tnstitutions Deregulation Act of 1980 which are incon-

'Tr;i it) this title and which would interfere with its operative
- -,ns are inot applicable to transactions undertaken pursuant to
"'n 40)7.-This title becomes effective upon enactment. Within

- Iv'm Of enactment, this section requires the federal regulatory- mnake conforming amendments, including any necessary-. Tr"'f? (chlanges, to existing regulations. This is necessary in order
g , WI t'Illch provisions are inappropriate for, and therefore in-

' oto, nonfederally chartered institutions and to modify any0 "ilieh may be inconsistent with the objectives of this title.
slhtio, it .s expected that any future amendments that theake to regulation t a ithin the scope of this tihat arle willthle objectives of, and creditors covered by, this title. Thete also expects that the regulatory agencies will not discrimi-
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nate against non-federally chartered housing creditors in providing
guidance regarding their regulations and will respond to requests for
clarifications and guidance from creditors that are authorized to follow
their regulations in the same manner as they do for the institutions
they charter.

TITLE V-RURAL IHOUSING

Section 501 states that this title may be cited as the "National Hoius-
ing Act."

Part A-Amwendments to title V of the Housing Act of 1949

Section 511: Termination of Interest Credit Programs

1. Section 501 (a) of the Housing Act of 1949 authorizes the Secre-
tary to' extend financial assistance through the Farmers Home Ad-
ministration to farmowners, their tenants or laborers; owners of other
real estate in rural areas or other rural residents; and elderly or handi-
capped persons who own land in rural areas. This assistance is to be
used for the construction improvement, alteration, repair or replace-
ment of dwellings related facilities and farm buildings. The referen(e
to the extension of financial assistance has been changed to "to makel
and insure loans", in order to reflect the elimination of subsidized
loans and grants.

2. Section 501 (c) provides the eligibility criteria for the assistance, to
construct, improve, alter, repair or replace a dwelling, related facility
or farm building. The reference to assistance 'has been changed 1(,
"loan" in order to reflect the elimination of subsidized loans and grant s.

3. Section 501 (b) (2) defines the term "owner" and "mortgage" to ill-
clude lessee and lease. lt provides that the lease must be for a periodl
which is longer than the repayment period of the loan. Language reo-
ferring to grants under this provision has been deleted.

Loans for Housing and Buildings on Adequate Farms

4. Section 502(a) of the Housing Act of 1949 authorizes the Secr'-
tary to make loans with interest to an eligible applicant with tllie
ability to repay the loan. Loans may be made for a period of 33 yen:s-
The reference to "assistance" has been changed to "a loan", and tllt
provision which allowed eligible owners of farms, owners of real est:t,'
and rural residents to receive a loan at a rate of no more tllnll i
percent per year has been deleted. The provision which allowed elderl!
or handicapped owners of land to receive loans at a rate of no 1ili,-,
than 4 percent per year has also been eliminated.

5. Section 503 provides that if the income of an eligible applict:let
from the farm will increase in a period of less than 5 years so thl]t
he could repay both the principal and interest of the loan, the Sex '-
tary may issue the loan under the terms and conditions outlined i"
Section 502. The borrower may make annual contributions equal'l"
the annual installment of interest and half of the principal payl,''itt
up until and including the fifth year. It also provides that the lbi`t
rower's indebtedness is not assumable and cannot benefit a third palt" '
without the consent of the Secretary. This section has been repe(ll.
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O)ther Special Loans and Grants for Minor Improvements to Farm
Housing and Buildings Rehabilitation Loans and Grants

6. Section 504(a) of the Housing Act of 1949 authorizes the Secre-
tary to make a rehabilitation loan or a combination loan and grant
to any eligible applicant who cannot qualify for a loan under Section
502 and 503. A grant given to a family under this provision may not
exced 5,000 dollars and a combined loan and grant must be less than
7.500 dollars. Any portion of the assistance which is treated as a loan
nlust be repaid within 20 years. The references to grants have been
deleted throughout the provision. The limitations on loans and com-
Iined loans and grants have been deleted. In subsection (b) the refer-
ence to Section 503 has been eliminated. The reference to clause (b)
of Section 513 has been changed to read "clause (a) of Section 513."
utbsection (c) provided the Secretary with the authority to develop

an(l conduct a weatherization program. The subsection has been
dlelted.

Moratorium on Payments Under Loans

7. Section 505 authorizes the Secretary to grant a moratorium on
the payment of interest and principal on a loan for as long as neces-
tary. The provision which authorizes the Secretary to cancel the
interest due on the loan during the moratorium has been eliminated.

Technical Services and Research

8. The reference to "financial assistance" in Section 506 has been
hianged to read "loans."

Preference for Veterans and Families of Deceased Servicemen

9. The reference to "assistance" in Section 507 has been changed to
read "loans."

GeneraZ Powers of Secretary

10. Section 509(b) of the Housing Act of 1949 requires a borrower
to agree that the improvements made with a loan under this title will

n!ot Ile a justification for detrimentally changing the terms or condi-
florns of the lease or occupancy' agreement held by the occupants of
!le farm. All references to grants have been removed from the pro-

vision.
Administrative Provisions

11. Section 510(f) provides that if the Secretary has determined
'hat an area is no longer "rural" the office should continue to process
'"e rpplications which were on hand before the determination. The
rference to grants has been deleted from this provision.

Loan Funds

1~. Section 511 authorized the Secretary to issue notes and other
hl1gatj1ions for purchase by the Secretary of the Treasury in order

m6 make direct loans under this title. This section has been repealed.
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Contributions

13. Section 512 authorized the Secretary to make commitments f,,r
contributions of no more than 10,000,000 dollars between July 1, '!).,i;
and October 1, 1969. This section has been repealed.

Insurance of Loans for the Provision of Housing and Related
Facilities for Domestic Farm Labor

14. Section 514(a) (2) stipulated that a loan issued under this sll,.
section with an interest rate above 1 percent will not be insured. 'lI'hi
subsection has been deleted and subsections (a) (3), and (a) (4) and (:a)
(5) were renumbered accordingly. Subsection (g) authorized the Ses.
retary to waive the interest rate limitation of 1 percent if qualitli'd
public and private nonprofit sponsors are not available and if tlhe
waiver is necessary to permit farmers to provides housing for fatll
laborers. The interest rate was to have been no less than one-eightlh of
1 percent higher than the average interest rate on notes issued Iun(,iI
Section 511. This provision has been eliminated.

Direct and Insured Loans to Provide Housing and Related Facilit ;,
for Elderly Persons and Families in Rural Areas

15. Section 515 authorizes the Secretary to make loans for rental ,r
cooperative housing which will be occupied by elderly persons, hl:lli
capped persons or families of low or moderate income. Subsection (I
(2) provided that these loans must not have an interest rate whlih
exceeds the maximum rate provided in Section 202 (a) (3) of the 11,,i-
ing Act of 1959. This subsection has been eliminated, and subsect I
(a)(3) and (a)(4) have been renumbered accordingly. SubseF' il\
(b) (2) provided that insured loans for rental or cooperative hoi.<ign
for elderly or handicapped persons or families or other persons :ll i
families of moderate income in rural areas must have an inhlo n-
which doesn't exceed the maximum rate provided in Section 203 (b) :, I
of the National Housing Act. This provision has also been deli t, i
and subsections (b)(3), (b)(4), (b)(5) or (b)(6) have been renl.ll-
bered accordingly.

Subsection (f) authorized the Secretary to make and insure la', ti
to consumer cooperatives to finance the transfers of membership~ a
the cooperatives with terms and conditions that low and modernte it.-
come persons can afford. These loans may not have been made at ral'*.
which are more favorable than those authorized under Section 521 i:ni I,
The total loan to the cooperative could not have exceeded the v-nlllo if
the property. This subsection has been deleted.

Insured Rural Housing Loans

16. Section 517 authorizes the Secretary to insure loans meetinl r 't
requirements of Section 502 and make loans to be sold and in- li t
Subsection (a) provides that loans made to low and moderate in\,""l]
persons cannot exceed amounts necessary to provide modest yet .l e
quate housing. This subsection held the interest rate to below 5 1Pr.'' i
for these loans and required that all loans be insured and made. I~'f?
September 30, 1982, except if a commitment had been madte Is '" I

it (l date. The provision required other borrowers to bear interest and
pr,,\'ide for insurance or service charges at rates comparable to the
m,imi)ined rate of interest and premium charges in effect under Sec-
tvin 203 of the National Housing Act. This provision has been deleted
nMl replaced with language which would again require that loans
["wrd to persons of low and moderate income not exceed amounts neces-
sr for the provision of modest yet adequate housing. Subsection (a)

;. provides that no loan under this subsection can be insured or
,li after September 30, 1983, unless a commitment has been entered

:tl, 1before that date. In subsection (b) the reference to (b) (4) has
n banged to (b) (3) to reflect the renumbering of the subsectionsIn Section 515.

i. 7 teo Provide Occupant-Ouned, Rental and Cooperative Housing
for Low and Moderate Income Persons and Families

17. Srction 521(a) provides that loans to provide rental or coopera-
tl:o lousing will bear interest at the government's cost of borrowing
Lv dIes(rlibes the process of reducing the interest rate for developers
i I il1l mas the requirements for the rental assistance payments.

ill-,section (A) amends Section 521(a) to provide that all loans
'l) b,e the Secretary after the effective date of the National Rural

[i'mming Act will be made at the prevailing market rate. The subsec-
['n ir) (3) (A) also provides that interest rates for loans made by
irvate lenders insured under this title after the effective date will be
an:l on by the borrower and lender. These rates may not however,
" al) excess of the market rate determined by the Secretary.

sl'-,ection (a) (3) (B) (1) provides that for single family housing
, l .X,;,a tIncer this title prior to the effective date of the National
B :l Ilosing Act, any interest credit contract may be renewed. HIow-
e-r. 1lF Secretary may not enter into any new interest credit contracts
, t rinle. family homes after the date of enactment.
E111pection (a) (3) (B) (2) provides that any interest credit or rental

L--n;ril(e contract for a multifamily project entered into proir to the
-'f ennctment of this Title, may be renewed. This subsection re-

tIf' flexihilytv fy-lunc in rxit~incr legislation so that the Secretary
! 'Flne w both interest credit and rental assistance contracts in multi-

rI v ptrojects in order to maintain the economic feasibility of the
: ndt 'II avoid the displacement of low income families residing in

i' S'etion (a) (3) (C) provides that for all multifamily and single
! ':ntra.cts entered into before the date of enactment, the tenant

"gllFIolvner's contribution shall be 30 percent of income. This pro-
'n chall not increase the individual's contribution more than 10
it' hllring any 12 month period, unless the increase is attributable
"'itvses in income which are unrelated to this subsection or other
"r regulation.

Housing for Rural Trainees

"-ltion 522 provided housing to trainees and their families
* ' mI are enrolled and participating in training courses designedI t we their employment capabilities. This section lhan hpopn ~-"t'I
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Financial Assistance to Nonprofit Organizations to Provide Sites f,;
Rural Housing for Low and Moderate Income Families

19. Section 524 provides direct loans to nonprofit organizations for
the acquisition and development of land on sites to be used for housimn
low and moderate income persons. Subsection (a) further provial0.
that the interest rate on the loan reflect the current average marls.
yield on outstanding marketable obligations for the United States wvitl,
remaining periods to maturity comparable to the average maturitie ,)f
the loans. This portion of the provision has been deleted. The loan shall i
however be repaid within a period of no more than 2 years or within Ia
period determined by the Secretary.

Programs of Technical and Supervisory Assistance for
Low Income Families

20. Section 525 (a) authorized the Secretary to make grants or tli.t ?
into contracts with public or private nonprofit groups for develo61 il,:
and administering technical and supervisory assistance programs. I'lli.
subsection has been deleted. Subsection (b) authorizes the Secret 1 Iv
to make loans to public or private nonprofit groups for expenses sil.i,
as planning, obtaining financing for the rehabilitation or construe, iot
of low income housing under any Federal, state or local housing pi-
gram, prior to construction. References to these loans being made w ith
out interest and the cancellation of all or part of the debt hav0e wl.lri
omitted.

Subsection (b), (c), and (d) have been renumbered accordingly.

Conditions on Report Increases in 514, 515, and 517 Projects

21. Section 530 provided that the Secretary may not approve Il.y
increase in rental payments where tenants are paying more thllan "
percent of their incomes in a 514, 515, or 517 project as well as Sel T ij !
521(a) (1) (B) unless the project owner is receiving or has appliedl fi r
rental assistance payments under Section 521(a) (2) (4) or Section '^
This provision has been repealed.

22. This language provides that the assets of, and any future rin l,.
ments to the loan fund which was established under Section 511 w il !'
transferred to the Rural Housing Insurance Fund.

Section 512: Manufactured Housing in Rural Areas

Section 512(a) amends Section 502 by adding language whiillch
quires that FmHA use the HUD Code as the construction sta'l!Ih :
It also allows loans or insurance on manufactured homes i ,
which treat them as personal property instead of real property. So',I :e-
527 provided that "housing" shall to the extent deemed practicll'
the Secretary include mobile homes and mobile home sites. Loans It
for the purchase of mobile homes and sites had been made on tihe, v
terms and conditions as are applicable under Section 2 of the N-t!' :'
Housing Act. Subsection (b) deletes this provision.
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Oection 513: Rehabilitation Stcmndards

.Xtlion 504 (a) authorizes the Secretary to make a grant or a com-
l:,lt ion loan and grant to cover the cost of improvements or additions

!f :l alpplicant could not qualify for a loan under Section 502 or 503
,il rel)ails should be made to a rural dwelling in order to make it

uf. and sanitary and remove health hazards. This also applied to
:L., Ilildings if improvemllents or repairs would remove hazards and
il, tlh( structure safe. This provision has been amended to provide
i.: iihe Secretary may make loans to cover the cost of repairs, im-
lpi,,,inents or certain additions if lie determines that these repairs
.,IdI I be made to improve a dwelling occupied by an eligible applicant

.. : will improve the dwelling, make it safer or more sanitary, or
.. i. fV hlazards. Loans may also be mnade for farm building in order
, .IIu,( any hazards or to make the buildings safe.

Section 514: Standards for Adequate Housing

\liillllunl property standards are required to be identical to those
,.-,I by IIUD.

Section 515: Rural Housing Insurance Fund

. lion 517(k) provided tha't any sale of loans individually or in
i'. - sIild be treated as a sale of assets for the purposes of the
1: idl :ll Accounting Act of 1921. This provision has been amended
1 ',iflirn the Secretary to establish and maintain a reserve against

I'; (- l(,s insured by the Secretary and sustained by the Rural Hous-
r lslln.nce Fund. It also requires the Secretary to provide Con-

..-- \witl a report containing the amnount of: loans proposed to be
l i, flom, the fund; expected repayments to be received; set-aside

r;iivl as a reserve and funds required to provide interest credits
: ,l:s liade from the Fund.

Section 516: Condominiuwm Housing

!;iilellndinent eliminates the discretion of the Secretary and
"ri .,-hilll to make and insure loans on condominium projects if
! !(t'i the requirements of the statute.

Section 517: Authorizations

' or .,!3 is amended to authorize the Secretary to make and
'ins made by private lenders and renew contracts under 521

: I1) in an aggregate amount of no more than $895 million.
'",l i/i ions for loan activities under Title V are specifically identi-

;' t .I 2 "(ategories of lending activities allowed by the bill: namely
: ' I': ls Iiade by the Secretary and insurance of loans made by
.I. i'n ldell. Of this total no more than the following amounts
t' ~:lille for direct lending under subsection (a):
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502 loans Wtitlmr..
504 loans-$523
514 loans-__________ _____..__.._..ii
515 loans-____
524 loans.-.............---.-------------------

Under subsection (a) the Farmers Home Administration mav an.,,
insure loans in an aggregate amount of no more than the followinz
amounts:

Milltinn.
502 loans-_________ .___g
504 loans.________________________________________. _
514 loans-______________
515 loans-- ...
514 lOans__________________________________.. .........

Subsection (b) (3) authorizes no more than $25,000,000 for Se,1e il
516 for fiscal year 1982. This subsection has been amended to autllh,.i',
22 million dollars for fiscal year 1983 and is renumbered as subsect il,,
(b) (2).

Subsection (b) (5) provides funds for the administration of se.t im>t
235 and 236 of the National Housing Act and Section 8 of the I ;bit Ii
States Housing Act of 1937. This subsection has been renumbereId :-

Section 515(b) (5) is amended to extend the authorization of li.-
program through Septenmber 30, 1983.

Section 523(f) authorized to be appropriated no more than $5.t t'
000 for fiscal year 1982. It provided that no grant or loan for Amll:,l
and Self Help Housing could be made or contract entered into aflt'
September 30, 1982 unless a commitment or obligation was madel 1,h if
that date. This provision has been amended to authorize to be ail"-'
priated no more than $13,000,000 for fiscal year 1983.

Subsection (g) authorizes to be appropriated no more than $::,"t'
000 for fiscal year 1982. This subsection which gives the authoilit i..
make loans for the acquisition and development of building site,- !,'-
been amended to authorize $2,000,000 for fiscal year 1983.
Part B--Rural housing block grants

Short Title

Section 521 states that this title may be referred to as the lt:l I
Housing Block Grant Act of 1982.

Purpose

Section 522(a) states that the primary purpose of the block girllit
to provide safe and sanitary housing for residents of rural areas.. I
legislation places an emphasis on serving the very low income pll' t
in areas with a population of 2,500 or less, where there is a greater
for housing assistance.

Block grant funds should be used to rehabilitate existing hou-tit
however in areas where the supply of modest housing is inslii':"'
to meet the demands of the area, new single or multi family I'ti z
may be built. Assistance may be given to very low income perslIons "

,il(ot afford to live in safe and sanitary housing and are not provided
i,,, under other assistance programs.
<ertion (b) further explains that this legislation intends to address

*,,1e efficiently the housing needs in rural areas and will recognize
E. -lrialtions among individual states. This will be accomplished by:

:! \it(ing funds to states on an annual basis; encouraging housing ac-
:iiieis which are consistent with local needs and objectives; further-

t lx ilie\cmlent of the national housing policy; and fostering the un-
i. !a kiag of housing activities in a coordinated and mutually support-
:initC'er by Federal agencies and programs, as well as by states.

,tlh.sdction (c) requires that state financial support for housing ac-
· ties sshould not be reduced from current levels.

Definitions

,, tion 523 provides the following definitions for the Act:
( ) "very low income residents" refers to rural persons having
itotal income of no more than 50 percent of area median income

Avith adjustment for smaller and larger families or for unusually
Ihighi or low area median income;

(2) "rural area" refers to any open country, place, town or
,.ity wvhich is not part of or associated with an urban area and has
:1 Iplilation of 2,500 or less. Areas which are rural in character
't,,I }have a population of 10,000 or less will also be eligible for
aitsiance under this act. If an area has a population between
i.l)((t)O and 20,000, it is considered eligible if it is rural in character
itdl lhas a serious lack of mortgage credit for lower income fami-
if... 'lThis determination of credit availability will be made by
hll Secretary of Housing and Urban Development;

I ) "modest" refers to units which are safe and sanitary and
i 'llllv with applicable state and local codes;

II) "Secretary" refers to the Secretary of Agriculture;
I:) "unit of local government" means any city, county, town,

hllslhilp, parish, village, or other general purpose political sub-
!\t itiol of a state: a. general plurpose subdivision thereof; a com-
itt:ttion of such political subdivisions recognized by the Secre-
:t!y. Tlhis also includes any other state or local public body or
:',t!ly, community association, or other entity which is proved
the Il, Secretary for the purpose of this part;
GfI) "state" refers to any state of the United States, Puerto

ilo,.). the Virgin Islands, or any territories or possessions of the
I ttit4d States;

( ) "Indiamn tribe" refers to any Indian tribe, bank, group or
:lt it whllich is considered eligible to receive assistance under the
tWlinll Self-Determination and Education Assistance Act or un-

'i.h State and Local Fiscal Assistance Act of 1972.

Authorization

I'lrt .524 provides the authority for the Secretary to make grants
;t ttilIt Inot to exceed 850 million, so that states might implement

t't rIIIt housing programs. This amount will be authorized for
', tl(t following fiscal years: 1983, 1984, and 1985.
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Statemet of Aotivities and Review

Section 525(a) (1) requires a state to prepare a statement of houiR-
ing objectives and projected use of funds. In the case where the state i:
the grantee, the statement must include the method the state will il.t'
in distributing the allocation among the rural areas of the state. I'l.i
statement will also take into account the needs and conditions of 1ho1is.
ing for very low income Indians living on trust lands. The asse.-
ment must also, however take into considertation the needs of eligil,le
Indians on non trust lands.

Subsection (2) requires that the public be provided an opportunitv
to examine and contribute to the statement of housing objectives. '1 i.11
subsection also intended to facilitate coordination of activities \ith,
different levels of government. The state is required to provide inf f.
mation to citizens on the amount of housing funds that will be a va ii
able.

There are two additional forums provided for public comment. 'i.i
state must publish the proposed statement of housing objectives ,:I.i
must hold at least one public hearing on the subject.

Subsection (3) requires that the comments made by the publi, 1*.I
taken into consideration in the final version of the statements. I t t i'.
state modifies the statement it must make the final version avail1b. tI,
the public.

Subsection (b) specifies that the grant will not be made unled -i-
state complies with the requirements for developing a stateni.11
housing objectives. It further specifies that the projected use of f111' -
must be developed to benefit the maximum feasible number of I(l
come persons including Indians living on trust land as well as t I,-
eligible Indians living off trust territories and eliminate substaul,; i1
conditions in the existing housing stock. In the instance thatl I' r
financial resources aren't available, activities with a partilli'.
urgency for serving other very low income housing needs nit! i'
funded. The state must also certify that activities undertaken a"e !
this legislation conform with applicable laws and the proxeisiol "."
lined in the title.

Subsection (c) requires that each grantee must submit a. perf, f':
ance report on the actual use of grant funds. The report mlills · ' '
the extent to which the actual expenditure of funds was consistit s'"
the original statement of objectives. The Secretary is required t' *
view the performance of each state at least once a year. Thte Se, :!'
must determine whether the grantee has carried out its activit i.
certification requirements, in accordance with the requiremell0t -
primary purpose of this part and applicable laws. The Secrati '
also determine whether the grantee has a continuing capacity t.
out the activities in a timely manner. If the state has distribute .i'
to units of local government, the Secretary must also (let.'
whether the state has carried out the required certification pr'l't .'w',
and whether the state has made the necessary reviews anda na'1:-
determine if units of local government have satisfied their 1)i'f''-

ance criteria.
Subsection (d)(1) states that appropriate adjustfmlent'

amount of future annual grants may be made by the Secretar. I'

ever, funds already expended on eligible activities under this part can-
!,ot re recaptured or deducted from future assistance.

4iibsection (d) (2) (A) provides that if the amount of funding to
-, nit of local government is reduced because of the Secretary's find-

.l.,,; or on the grounds of noncompliance, the funding must be added
t,] ih Iamounts available for distribution in that State during the same

:i..al year.
Subsection (d) (2) (B) provides that if the amount of funding is

~ .uccvd at the State level, this amount would be available in addition
d.e ;( amlounlt that: would be received in the following fiscal year if
,i . s(cnretary deemed this appropriate.
I'heo agent responsible for distributing the State allocation, be it the

-.rntary or the State, has the authority to distribute the reallocated
ll n,,iu (during the same fiscal year.

ll ,bsection (e) authorizes audits by the General Accounting Office.
Slbsection (f) provides that the grant funds made available under
. 1'p.t. shall not be subject to the National Environmental Policy Act

' !!9;9 and related laws and authorities identified in the Secretary's
.lhtiollns.

Eligible Activities

i, ot ion 526 authorizes the State to engage in any of the following

( 1) Rehabilitation of existing structures for occupancy by very
I,\-illcome residents through repairs and improvements;

(2) Thie acquisition and rehabilitation of existing buildings for
vr'iv low-income housing;

(.') Financing the construction and purchase of modest homes
f,r vXlry low-income persons, including purchase of existing homes
asId .lamnufactured homes;

( ) Provision of multifamily housing where there is a demon-
rli,:t1el need for very low-income rental housing or farmworker

(7I) Provision of rental assistance for those very low-income
I .wmr~ns who are not otherwise served by an existing rental assist-
ii) progoam;

IC) Tfhe acquisition of real property (including air rights,
''nter rights, and other interest therein) and the development of
"u'r 1.'eroety for use in connection with housing to be assisted
:'ti tl his part; and

( ? Tihe disposition (through sale, lease, donation, or other-
' f any real property acquired pursuant to this part.

A liocation and Distribution of Funds

. "' '> '() provides that the funds appropriated for the purpose
Wil \l I be distributed by the Secretary to the states on the basis
'it io formula. No later than 60 days after the enactment of
I"" S (.h'etary shall issue a regulation containing this formula.

w .1 N .s sill determine a state's share based on the average of the
. .. ·thle population of the rural areas in that state and the

Il ,"`1:lion of all states; the extent of poverty in the rural areas
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in that state and the extent of poverty in the rural areas of all state:
the extent of substandard housing in the rural areas of that state an(l
the extent of substandard housing in the rural areas of all states.

For a state to receive funds, subsection (b) provides that the Gover.
nor must designate a state agency to determine an appropriate prognir I
of eligible housing activities. This agency would also be authorized 1t,
provide technical assistance in areas where it is necessary.

The state must provide, out of its own resources, funds for houlsib,
activities which equal at least 10 percent of the amount allocated for
use in the state during any three year funding cycle.

The state must also consult with local elected officials from eligibl,e
areas when determining the method of distributing funds to these rural
areas. A state may not participate and then withdraw without havin,
contributed its full 10 percent share.

Subsection (c) provides that a state may fund up to 50 percent of fhlio
administrative costs incurred in carrying out its responsibilities ulnldi-r
this Act, provided that the federal expenditure for administration (ldo._
not exceed 5 percent of the amount received as the state's allocati,lr.
The state must, however, make a separate appropriation for tll,-e
administrative costs.

Subsection (d) (1) authorizes the Secretary to allocate block gl til
funds to the state Farmers Home Administration office if the statbe lita
opted out of the program or has not met the certification requirenrll il.
The Secretary may give a state FmHA office permission to enter inlo
contracts with units of local government, nonprofit organization ,,r
any other appropriate individuals in order to carry out eligille
activities.

If the Secretary allocates the block grant funding, the distrihliiti.i
will be made in accordance with the formula derived and agreed I1pmnin
under Section 525 as well as any other regulations or procedures lile-
scribed by the Secretary.

If the state fails to meet the criteria for participating in the hll.,k
grant program, the Secretary is authorized to make the funds . hil.h
are allocated for use available to the State FmHA office. The Collilit.
tee expects that this will occur in a timely manner so the state FnllX
office can obligate the funds for housing assistance projects during hle
fiscal vear.

Subsection (e) entitles the Secretary to set a specific date f, "i:
receipt of submissions or qualifications required by this legislatioll

Nondiscrimination

Section 508(a) prohibits discrimination on the basis of race. ,'lt:
national origin, sex, age, or handicap under any of the prlgoi''
authorized through this title.

Subsections (b) and (c) identify penalties in the event that disc( rIt'
nation does occur.

Remedies for Noncompliance

Section 529(a) provides the actions to be taken by the Secret i"'i
the state has not complied with the provisions of this legislatio.. l'2
Secretary may-

(1) End block grant payments to the state.

67

(2) Reduce block grant payments to the state by an amount
equal to the amount of such payments which were not expended
according to the provisions of this legislation.

(3) Limit the availability of block grant payments to programs,
projects, or activities which are eligible and comply with this
legislation.

Slflbsection (b) provides that in addition to any of the actions out-
lind in subsection (a), the Secretary may refer the matter to the
.\rlorney General, so that civil action may be taken.

>Ill)section (c) states that the Attorney General may bring civil
otion to a U.S. District Court, and may, among other decisions, rule

) r(cover the amount of money which was spent improperly.
Slbsection (d) outlines the procedure to be taken by both the Secre-

Dr! and the state if funding is to be ended, reduced or limited as a
i,'illl of noncompliance.

Reporting Requiremenwts

section 530 requires the Secretary to submit a report to Congress no
Iqij. tlhan 180 days after the close of the fiscal year. This report is
r.liired to contain a description of the progress made in accomplishing
,il, ojcectives of this title as well as a summary of the use of funds
,iiiring the preceding fiscal year. The states must submit the informa-
r!,),, necessary for the completion of this report.

Interstate Agreements

.%>etion 531 authorizes two or more states to cooperate and assist one
Iotlrher in planning and administering housing programs for those

Effective Date

by : tion 532 states that this title will take effect on October 1, 1982.
;'f' !-,Congressional review of ruiral housing ruemaking

Definitions

'%ction 541 provides the following definitions for this title:
(1) The term "Secretary" means the Secretary of Agriculture;
(2) The term "rule" means any rule issued pursuant to title V

of the Housing Act of 1949 or title II of this Act;
(3) The term "resolution of disapproval" means a concurrent

:'6elution of the Congress, the matter after the resolving clause
ff lwhVich is as follows: "That the Congress disapproves the recom-
lI)nPded final rule issued by the Secretary of Agriculture dealing

ith t'he matter of , which rule was transmitted to the
(Irl-ess on .", the first blank being filed with the title of

Ie, rIll and such further description a may be necessary to iden-
ify it, and the second blank being filled with the date of trans-
""tt"l of the rule to the Congress; and

(4) The term "appropriate committee" means the Committee
" nBanking, Finance, and Urban Affairs of the House of Repre-
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sentatives and the Committee on Banking, Housing and Urban
Affairs of the Senate.

Gongressional Review of Rules

Section 542(a) (1) (A) and (B) states that these provisions do nnt
apply to any findings made by the Secretary pursuant to section 55.3 ( :
of title 5, U.S. Code. Nor would these provisions apply to any rule that
approves or prescribes wages, prices, services or allowances for cr.
porate or financial structures. This provision would also apply to I!e*C
reorganization, merger and acquisition or accounting practices andll
disclosures of corporate or financial structures.

Subsection (C) again refers to section 553(b) (2) of title 5, I.
Code by stating that any finding made under this section should n11
be subject to the provisions of this law. This exemption also in llllI I
instances where the Secretary determines that the rule is madle in"
response to an emergency situation or exceptional circumstance v Ili, hi
needs immediate agency action. Subsection (C) (3) provides thlti i
the Secretary submits a written notice specifying the reasons for I; ie
determinations described in subsection (C) (1) and (2) to the Ch:llir-
man and Ranking Minority Member of the appropriate conlllllr.; i
on the day the rules are issued, the rules of this section will not nl,lyi.

Subsection (3) provides'that a rule which was ruled exemlpi f,,irr
the review authorized under this title because of subsection (( ) ,'l i
as an emergency provision will be terminated 120 days after it i- I !I.
acted, unless it is otherwise provided.

Subsection (b) (1) states that recommendations made by the S.. l ,-
tary will have no force or effect unless they have been reviewtld llt
approved by Congress in a manner which is consistent withl Ith-
provisions.

Section (b) (2) (A) provides that 45 days of continuous sesi, 11,
Congress must pass from the day the rule was received by the ('mII
before it becomes effective. Before these 45 days are over, elitherll : i 'I'
priate committee can order this rule to be reported or dischargeld f,::
further consideration. A rule may not become effective if one I I-1l (it
Congress agrees to a resolution of disapproval within a period if *;
days. In addition, a rule may not become effective if within :l" i-':
of continuous sessions the other House agrees to the resolution I, 'f
approval transmitted to them.

Subsection (b) (2) (B) states that a committee report speci f`' i,
reasons for a committees recommendation must accompany :a ' -

tion of disapproval.
When either House of Congress defeats a resolution of dis.a!l" "

or the Senate disposes of a motion to reconsider a resolution. sll '.I
(b) (2) (C) allows a final rule to become effective at any till' ,'.
after.

Subsection (b) (3) (A) states that if Congress adjourns sitllh 'I.
fore the end of the 45 day period specified in subsection (b)I' ;'(2

the rule will not become effective during that Congress. The S;"(' -'-'
may transmit the rule again after the first day of the folloll '
gress, and be subject to the 45 day period of review specified ,I"l: '-
provision.

Subsection (B) provides that if the final rule is submittell I"
gress at least 45 days before Congress adjourns and neithel I I":
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(...lness adopts a resolution of disapproval the rule will become ef-
.m'e at any time after Congress adjourns sine die.
<,llbsection (4) (A) requires the Secretary to give a copy of the com-
'., I.ext of the final rule and other related materials to the Secretary
:, s;,,e nate and Clerk of the House of Representatives on the same
:: i!:l. it. is submitted fori publication in the Federal Register.
I Ifit lher House is not in session on the day a final rule is submitted
* . ,tliceation in the Federal Register, the 45 day period will begin the

I- .R lth H-louses of Congress are in session. In the event that either
. il not in session, either the Secretary of the Senate or the Clerk

. I lllse of Representatives is authorized to receive the final rule
-. ! ,l:tIed materials which will be printed in the Federal Register.

i :-.t ionl (C) requires that the Secretary of the Senate and the Clerk
;:, Io lllse give a copy of the rule and the related materials to the

la.ri~lt. coimminittees on the same day it is received from the

-.; ,I-:,t ion (c) (1) states that if a recommended rule is disapproved,
.. .rl ary may issue a recommended final rule which relates to
i Ill Ilrlactices as the rejected rule. The new submission should be

.:- n I he rulemaking record of the recommended final rule disap-
- ..I Iv Congress or the supplemental rulemaking proceedings con-

I ,i~ iler section 553 and should reflect necessary and appropriate
. in light of the congressional debate which resulted from the
.-i(,l of the original rule. The same procedures should be fol-

; ill ,)mitting a redraft of a rule.
1- -!,t iol (d) states that a rule should not be considered approved,

* liion is taken or a resolution of disapproval is rejected.

{' Il1e 'dines for Consideration of Resolutions of Disapproval

i l'risionl of the definition of "resolution of disapproval" and
,?,.i:llte committee" as well as a requirement that a committee re-
I' "I' of the materials which would appear in the Federal Reg-
111 -I '(eify the reason for recommending a resolution of disap-
iI: I',;aeted as an exercise of the rulemaking power of the Senate
' Ilollse of Representatives respectively. The provisions of sec-

:: lrIv apply to the procedure followed in that House in the
· ';:, - ',.:olution of disapproval. These provisions supersede other

' ,I to, the extent that they are inconsistent. This legislation was
-i .it h full recognition that either House has the constitutional
* I; L.nce the rules at any time as it would any other rule.

.i Iill (b) states that except in the case provided for in subsec-
) "1 this section, resolutions of disapproval will be referred

Il l'prluinte House or Senate Committee as soon as it is intro-
.r 'l '' 'i ved from the other House of Congress.

'.'i>l (c) (1) (A) states that if the committee does not report a
.. or disapproval which has been referred to it within 30 days,

."Ilwtooe may be discharged from considering any further reso-
l -lsoetion (c) (2) requires that a motion to discharge a com-

"r'lle the consideration of regulations must be supported in
X '1 o 0I-fiftl of the Members of that House of Congress. De-

1I loltion is limited to an hour. In the House of Representa-
'i1110. would be divided equally between the opponents and

>lltilts of the motion to discharge. while in the .SPRnfito ft t;--
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would be divided and controlled by the majority leader and thle
minority leader or their designees.

Subsection (d) (1) ensures that the consideration of a resolution of
disapproval is carried out in accordance with the rules of the Holuse (Of
Representatives.

Subsection (d) (2) provides that when a committee has repolt...
or has been discharged from further consideration of a resolution ,,f
disapproval or when the companion resolution from the other lloijt,
has been placed on the calendar, it will be in order to move to proTc .,tl
to the immediate consideration of the resolution. The motion is 1hig!(v
privileged in the House and privileged in the Senate and is not (hl,h:;,-
able. An amendment to the motion is not in order.

Subsection (d) (3) provides that debate on a resolution of di.mpq
proval is limited to no more than two hours. However, when .,,,.
House has cdbated its resolution of disapproval, the companion ret,,l.l-
tion is not debatable. The time is divided in the same manner outli n.I
in subsection (c) (2). A motion to limit debate is not in order. An
amendment to, or motion to recommit the resolution is not in olrlr.
A motion to reconsider is in order only on the day of the vote on th;e
adoption of the resolution of disapproval, and is not debatable. A.\n
other motions will be decided without debate.

Subsection (e) provides that if a resolution of disapproval ! i,
been reported or discharged from the committee it was refelrt ti ii
and that House receives a resolution of disapproval on the sane, ll`
from the other House, the resolution of disapproval of the other 1 I, --
will be placed on the appropriate calendar of the first Holse. Ii (
House receives the companion resolution of disapproval frlomll ; '
other House before it disposes of its own resolution, the vote ,i 'l
first House will be on the resolution of the other House.

Subsection (f) states that the provisions of this title supersel: ,l r
provisions of law requiring action by both Houses of Congress fo t.-
gressional review or disapproval of agency rules in the evenll T .t
they are inconsistent with this title. This title would not sl( ip- -
any provision of law requiring action by only one House of Collg-
for the same activities.

Subsection (g) specifies that for the purposes of this title conlt ' it
of session is broken only by an adjournment sine die at thel 1! -.
Congress. It also provides that if either House is adjourned *l - ~

recess for more than 15 days, those days are excluded in the collt'
tion of days of continuous session.

Effective Date

Section 544 provides that this title shall take effect on the firl-
of the Ninety-eighth Congress.

TITLE VI-FLOOD, RIOT, AND CRIME INSURANCE

Authorization of appropriations for studies
The National Flood Insurance Act is reauthorized for two yc:'' ',

September 30, 1984. The deadline for completion of flood l:ca *1
studies is extended for five years to September 30, 1987. $45, " '

authorized for the continuation of flood plain mapping studtli.
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*'.,ic (1ntd riot insurance
[ he authority of the Director of the Federal Emergency Manage-
tt· AgeICY cy to provide crime insurance and riot reinsurance is ex-

* jil for two years. The Director must increase the premium for
) w. Igranms not later than 30 days after the enactment of this leg-

.t ioin. The increase in premium shall exceed the average of rates for
-lt ;Inll 19)82 by 50 percent. Tle Comptroller General of the United

[:l'is instructed to conduct a study and report to Congress by
i v htry 1i 198:3 on recommendations for ways to better market the
.irian( e to prospective users.

REGULATORY IMPACT STATEMENT

I !n olmplnance with paragraph 11 of Rule XXVI of the standing
R:ib.' of the Senate, the Committee makes the following statement
r- utlintg the regulatory impact of the bill.

TITLE I

! asarge of the proposed to create a rental rehabilitation and hous-
:e' eltpmcent block grant will substantially reduce regulatory and

'.;:ittraltinve burdens on entitlement grants by replacing the heavy
i ',t ill 1l(d complianlce burden of the previous Section 8 and other

:Il:l assistance programs. Not only does the new program require
I llifi(ed application procedure, but permit state and local govern-

7t c.nsidcrable flexibility in designing and implementing locally
l.,d as;sistance programs.

TITLE II

t11rllakes a significant contrilbtion to deregulation by sub-
:' l'tly 'ed1lcing the number of regulations and the amount of sup-

-: :.ll wt\llwhich the large majority of public housing agencies
-'l'llend. Chlanges in the operating subsidy distribution mecha-

: i:tamount to a block grant approach requiring reapplica-
i ;irt 'nc)is once every three years.

II .tlso repeals all Section 8 new construction and substantial
i l' I: n program authority except that which is required for the

f:tJl of the Section 202 program for handicapped and elder-
-tri :tssistance.
'itlinder of the bill will have no substantial regulatory

CHANGES IN EXISTING LAW

"lillion of the Committee, it is necessary to dispense with the
! " .JtS of subsection 4 rule XXIX of the Standing Rules of the

ln ui'dler to expedite the business of the Senate.

U.S. CONGREss,
CONGRESSIONAL BUDGET OFFICE,

Washington, D.C., May 8, 1982.

Ot'; o °mito tee on Banking, Housing. and Urban Affairs, 7U.S.
.' eir'en Senate Office Building, Washington, D.C.

\. l, (AillRtAN : Pursuant to Section 403 of the Congressional
xi' of 1974, the Congressional Budrot f(01.-I- o .1.I is
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attached cost estimate for the Housing and Community Developmeint
Amendments of 1982.

Should the Committee so desire, we would be pleased to provide fur-
ther details on this estimate.

Sincerely,
ALICE M. RIVLIN, Director.

CONGRESSIONAL BUDGET OFFICE--COST ESTIMATE

lAY 28, 19.q,
1. Bill number: Not yet assigned.
2. Bill title: Housing and Community Development Amendment. .f

1982.
3. Bill status: As ordered reported by the Senate Committ0ee or

Banking, Housing and Urban Affairs, May 6,1982.
4. Bill purpose: The bill would make major changes to federal low.

income housing programs. Except for housing for the elderly anld
handicapped, all section 8 new construction authority would b1. re-
pealed and a new section 8 housing voucher program would be clreneatL
Rural housing assistance programs would also be changed. All urlrsIl
housing direct loans would be made at market rates and current injt A,-t

subsidies replaced by a new rural housing block grant program. 'I t-
bill would extend and provide additional funding for certain ongoisr.
housing-related activities.

5. Cost estimate: The estimated budget impact of the bill is slluinit I
rized below:

[By fiscal years, in millions of dollars]

1983 1984 1985 1986 :

Budget function 370:
Authorization level -1------------------------------ 1, 456 -
Estimated outlays- -232 -608 -307 - 325 .

Budget function 450:
Authorization level _------------------------- - 4 436 220 - --
Less: Existing authorization__- 4,179 ---------------------

Net additional authorization _.-- - - ----------- 257 220 -g.-.-
Estimated outlays ..--------------- 50 176 78

Budget function 600:1
Authorization level 5,147 861 862 ------.. 5 147
Estimated outlays .. 727 1,733 2, 414 1, 721

Total:
Authorization leveL- 6.,.. ----------- 6 860
Estimated outlays-_..............--------------- 545

I 081 862 ---- i--85
1:301 2,185 1,485

I Includes proposed rural housing block grant program.

6. Basis of estimate:

TITLE I-COMMUNITY AND NEIGHBORHOOD DEVELOPME1"'

Community development grants.-The bill would increase t"I" -"
thorization for community development grants from the exist ita>

tion 103 authorization level of $4,166 million to $4,196 million ilt
but earmarks $300 million for the new rental rehabilitation/coll- r-:
tion grant program. For estimating purposes, CBO divided I t

-~iiiing $3,896 million as follows: 88.7 percent for community devel-
i,,leont block grants (CDBG) and 11.3 percent for urban development

9.nll grants (UDAG). proportional to their 1982 budget authority
.,I. Past spending patterns were used to estimate outlays. Because
: tile existing Section 103 authorization, the CDBG and UDAG pro-
-all outlays in the cost estimate tables reflect only the net increase of
a', mnillion. The principal amount of property acquisition loans that

i,') could insure in conjunction with community development loans
I, bel) limited to $225 million.

t,,'nll7 rehabilitation./constrtwtion qrants.-CBO assumed that 50
*.;-.'rnt. of this $300 million authorization would be set aside for rental
-I.i:)hilitation and 50 percent for new construction grants. Estimated
[; -:rv for the rental rehabilitation grants were based on information
.:.iltode by the Department of Housing and Urban Development
if I'T): zero in the first year, and 50 percent in each of the next two

s :.,n~. The new construction grants outlays were based on historical
[ r':urns for other new construction programs.

<.,t;o.n .712 rehabilittaion loan fund.-Section 312 of the Housing
.. of 196R4 allows loans to be made from the fund if commitments

ert .nlo before the end of fiscal vea r 19R83. Re-ources available for
.ii. ' ,fit uent in 1983 are estimated at .A57 million. The bill would repeal

:\' ,ildig ulthorization and would transfer the fund's assets and
[' ,l;iihs to HTUD's revolving fund for liquidating programs. The

i''- iret impact for this rn-ogram is based on the assumption that
ri 'loml'ocs available would otherwise have been committed and

t- e,'Ii:lh' disbursed. The positive outlays in the out-years reflect the
- ipll lrepayments and interest income that would be expected from

; ' tiivityv.
'"o,./ hiomnesteadinq.--Tle bill would reuilce' an existing 1983 au-

-"'tiomll from a level of $13.5 million to $12 million. Authorization
* ' "'Un il,l.d be such sulmr as may be, necessary. which CBO has esti-

I 1, ilncreasing the 19R.3 pronoed level for inflation.
1i ('granflated budget impact of Title I follows:

[By fiscal years, in millions of dollarsl

1983 1984 1985 1986

"1' 1olonrnent and rental rehabilitation grants:

i'- llink authorization_ -..--- -

'" *':.oriation
[ - -%'*Ic Outllaysl

_ s-tion loan fiind:
- '"-ion level_- ','.4 ilays ---------------------------------

' '*'Ithorizalion level
it'i authorization --- …----------------------

" *c"atin_----------------------
--- :- ------------.......

;''"at.' authorization level_ -------------------
M' ated outlays

1987

4,196 ----------------------------------------
4,166 ...-- - -

30 .-- -- -- -- -- --- -- -- ------ -- -
-6 -22 -39 75 22

-- 39 -14ii i4 4 4

12 13 3.-------------- -----------
1 3 -------------- -------- ---------- ---- ----13

--1 13 -------- . . . ..
..... _ 4 4 4 -----

29
-45

13 3 . -- -- ----- - -- -- -- ---
-32 -31 83 26

�

[

[

i
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TITLE II-HOUSING ASSISTANCE PROGRAMS

Section 8 and public housing comnmitments.-Title II of the I)ill
would make substantial modifications to HUD's low-income houning
subsidy programs. Except for housing for the elderly and handiicap.
ped in projects financed with section 202 loans, authority to enter ini0
assistance contracts with developers of newly constructed or sublian.
tially rehabilitated housing would be repealed. In addition, most as.
sistance commitments after the beginning of fiscal year 1983 wollld
not be expected to involve the 15- to 40-year contracts currently -v,ia
cal of section 8 subsidies. Instead, five-year certificates (vucl;r-)
would be issued to public housing agencies on behalf of qualifyiing
households. The annual contract value would be set equal to 110 i1cr-
cent of the estimated yearly subsidy requirement, thus providing for
housing cost increases. The bill would allow two adjustments to, t,
annual federal contribution over the five-year contract term. 'lhiL
cost estimate assumes a first-year payment of $2,000 per household.
resulting in an aggregate federal commitment of $11,000 for earb
five-year contract.

The bill would authorize I-IHUD to enter into fiscal year 198:; ,,on-
tracts totaling $7,223 million using unobligated funds already lppro-
priated or recaptured because of deobligations. Authority woillll hI
provided, however, for additional appropriations if necessary. l',i-
estimated assumes that further appropriations would not be reI l1i, d.&
Under the various funding set-asides included in the bill, the. $7.2 I' .
lion could assist about 157,000 units. Of this number, about 13: 87.
would involve the use of the new certificates and 15,000 wolil re
newly constructed units for the elderly and handicapped. ()Ov-:.ll.
over half of the 1983 commitments would be expected to go to,) 1;,it~
already receiving some form of federal housing assistance. Wi\1 -
applicable, outlay estimates were based on program experience fir
the certificate program, outlays were estimated assuming a first .arpayment of $2,000 per unit with increases in the third and fi th 11. lb
resulting in expenditures of $11,000 per unit over the five-yell r l-
tract term. The outlays shown in this estimates are net of tih-e t .-
could be expected were the $7.2 billion to be obligated pursuant t. hI
specifications conctained in the 1982 HUD appropriations net i 1';:
lie Law 97-101).

Public housing operating assistance.-Title II of the bill ',,,"*t.
provisions that would change significantly the method by whiihl .!4d-
eral operating assistance for public housing projects is ad(iil o"
Two categories of public housing agrenaies woulrl he establishEi. IEA and Tier B, and agencies applying for assistance wouldl( 'I"which classification they seek. The HUD secretary, however. I.".
have the authority to make the final determination. In the ctls "f 1t
A agencies, HUD`I would be authorized to enter into three-yI r
ance contracts that would provide general federal oversight I'tl' .A
maximum flexibility at the local level to establish operatilrli a 1 '
agement procedures. It would appear that Tier A would illllO
majority of public housing agencies. Tier B agencies wollld 1 .
experiencing continuing budget deficits, poor security, plil t 'i
terioration or other factors indicating financial or mananrerll,'
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lmns. Contracts would have a one-year term and would be designed to
encourage the management improvements necessary to achieve Tier A
.atlls.

he'i hill would authorize the appropriation of $4,250 million for use
in fieal years 1983, 1984, and 1985. It is assumed that the full amount
wallul he available for obligation in 1983 and that outlays would be,insistent with past experience.

Troubled projects operating assistance.-The bill would authorizeth, continued use of excess rents collected pursuant to Section 236(g)
of the. National Housing Act for assistance to certain troubled multi-

lviilv housing projects. No additional authority is provided.
llocs';ng for the elderly and handicapped.-Title II would authorizefor ,iso in fiscal year 1983 8790 million in direct loan authority for

Ill II's section 202 elderly and handicapped housing loan program.
Tho,, })ill would also limit the interest rate that could be charged on

[ i. s. loans to 9 percent per year. This estimate assumes that all loan
':hritv would be released in appropriation acts and would be re-

vrd,(1 (luring 1983. The outlays shown in this estimate are loan dis-
e r- meints less interest and principal payments.
I',i,,regate hotsing se8rvices.-The bill contains an authorization

c!f litl million for 1983, $11 million for 1984 and $12 million for 1985 toI nlc il, certain additional services to elderly or handicapped residents
[ t!,ldillgr administered byv pu~blic housing agencies or nonprofit cor-
.- iiolons. This estimate assumes full appropriations of the authorized

I; Io ,lld that HUD world enter into three-year contracts with the
t'!,;niist rating agencies.

rhs. e~lnimated budget impact of Title II follows:

[By fiscal years, in millions of dollarsl

1983 1984 1985 1986 1987

ik P , public housing commitments:
'tvlrzation level I

~'~ "' v j --------sub -idies:~ --- -30 (2) -- 137 1-98 .. ..2-- -45
';-t:ition level4,250

Jt - ouvtaineys . 731 1, 376 ---1, 465 ... 6-78------
;evzl/lo0 level.

So u - -------ut-ays . . ._ __-_-_-__-------------

aoylevel- s.. .. ...............----------- 10 11 12
;." a o ed heI..housi - - ---------------------.-. 3 7 I1 4
;si:on level 790' lv ou tlays - ------------------------------- 790 ----------------

' ---- ---- ---- ------------------- ------------- . . -------371 334 -75
A.hvrizalion level- 1 12[.mated outlays_ ----------------------------- 5 050 1 1 iff ------- iiil~lmst [77|77ate-do -s u5.-.....704 1, 383 1, 984 1,218 174

in s authority for additional appropriations; currently projected levels of unobligated balances and re-ho, S weser to be adequate.

"' authority.

TITLE III-PROORAM AMENDMENTS AND EXTENSIONS

.,'') quarantee authorities.-Title III of this bill would
I 2 I 1 Ds authority to insure mortgage loans under various see-

h il nitional housing Act. These programs result in contin-iliies to the federal government and could have significant
' l .pact in any given year even though they are intended to be
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actuarially sound in the long-run. Total mortgage insurance conlnmit.i
ments would be limited to $41 billion in 1983. In addition, the Gove rn-
ment National Mortgage Association's (GNMA) authority to iss9ue
guarantee commitments for mortgage backed securities would ht1
limited to $68 billion. No budget impact for these programs is incluhed I
in this estimate.

Title III would also authorize the appropriation of such sun, a.
may be necessary to cover losses in the General Insurance Fund of t hc
Federal Housing Administration (FHA). This money would be u19 i
to pay insurance claims and other liabilities of the fund. Without s"11l
an appropriation, these claims and liabilities would be paid with fiund
borrowed from the U.S. Treasury. Thus, this provision is expected l
have no additional budget impact.

Research authorizations.-The bill would authorize the apprlpriar
tion of $20 million in fiscal year 1983 for HUD research activiti
CBO assumes full appropriation of the amount authorized an(dl c-t
mates outlays on the basis of the program's historical spenlrli
pattern.

FHA inszuranwe prermium collections.-Under current law anad l,
cedures, an FHA insured borrower pays, as part of the monthly Ilr
gage payment, an insurance premium equal to 0.5 percent per yee r
the outstanding principal balance. The bill contains provisions h!at
if enacted, are expected to allow HUD to collect at loan closing. al
amount equal to the discounted present value of the insuralneti i
miums that otherwise would have been paid. The budget imp!,'t fei
this provision shown in the cost estimate assumes a discount r1'at1,
12 percent and that premiums would have been collected for 13 yea (:-l
the estimated term to prepayment of FHA loans.

Other.-The bill would authorize the appropriation for fisctl \e
1983 of $5 million for the housing counseling assistance progr il: l ?'
$15.5 million for the Neighborhood Reinvestment Corporation.l A\--'l
ing full appropriation, the outlay of these funds is expected to falkl1
historical patterns.

The estimated budget impact of Title III follows:

IBy fiscal years, in millions off dollars}

1983 1984 1985 1986

WdD research:
Authorization level_ . -... . ..... 4 ---------------------
Estimated outlays- --- 686--698--6--------------------87 -651

FHA premium change: Estimated outlays -------------- -686 -98
Other:

Authorization level 21 . . ..------------------------------
Estimated outlays ..------------------------ 3 --------

Tntsl~~~~~~~~~~~1 - .......

Ilual.
Authorization level_ - -------------- ------ 41 -683 --83 65

Estimated outlays- -- - -664

TITLE V-RURAL HOUSING

Current law contains a wide variety of programs through I-'t l
Farmers Home Administration (FmHA) provides low- and " tt

income housing assistance in iural areas. These range from V' l'
cialized grant programs to direct mortgage loans from the Ru'"l I lo
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, Insurance Fund (RHIF) generally involving deep interest rate
I:l-idlies. Total 1982 activity for these programs is expected to exceed
l Willion. most of which will be in the form of subsidized-interest-rate

riesC. If enacted, title V of this bill would completely revise these
I!.rallce programs.
I /,il J,)ograms.-Under the bill's provisions, all future FmHA di-
l lollksing loans would be made at rates of interest prevailing in the

l:,?alc market. Thus, instead of being Fmi-JA's principal rural hous-
--,bsidy mechanism, direct loans would become a source of net in-
, io the federal government. In addition to the altered direct loan

i ralll, the bill would continue authorities under which FmHA guar-
!-. loans made by private lenders. Total loan activity authorized for

-il)priation by the bill would equal $895 million, at least $229 million
.! iich would be for guarantees. The budget impacts of rural housing
-io shlown in this estimate are based on the assumptions that all
!,tlle.iz(l activity would be released in appropriation acts and that

!! ,lillhursement rates would be similar to those for the current sub-
ill programs. The estimates also include the projected impact of
.hnlge, in the treatment of asset sales proposed in the bill. (See

"u, l/t1nt of asset sales.-Currently, FmHlIA offsets large portions
i. ,; llays and budget authority requirements through the sale of

1F tIr. ll Financing Bank (FFB13) of certificates of beneficial owner-
,. iiiik(d by FmnHA loans. Since FFB outlays are off-budget, this
-.'.Ilti obscures the actual impact on the U.S. Treasury of rural

' programs. The bill would alter this situation for the RHIF by
! 'Il[I iiese transactions as borrowing rather than as the sale of

\ :il(,llri this change would have no impact on program costs, the
! ll tello( unified budget would be substantial. In fiscal year 1981,

!1i\ I,,1I more than $6 billion of housing related loan assets to the
;; , ,lhlicing budget authority needs and outlays by a like amount.

" hlull"' provisions had been in effect in that year, RHIF loan
."il:'l h, idget authority requirements would have been more than
'~! lr,,l rather than $594 million and outlays would have been $5.9

"I'hll(, than-$130 million. Further impacts on unified budget
tu'-.'uhl be expected as certificates issued in prior years come due

11' lO'll'tion and are rolled over. The Congressional Budget Office
"' ' 'It4imate for 1983 assumes certificates of beneficial ownership
i- " $:.5 billion--$2.8 billion of which will-be associated with

'.hlifaltcd prior to that year. Over the entire 1983-1987 period,
;' ,"ls associated with pre-1983 loan commitments are ex-

' ltoftal $10.8 billion. If these transactions were treated as bor-
"-'l. iit would represent dollar-for-dollar increases to budget

- ' ';itl outlay totals.
' " %/8'10 grants.-As a substitute for FmHA's subsidized
O; "-tiant.e the bill would create a new rural housing block grant

* !!'I llis assistance would be made available through the vari-
, 'I''. f,r a variety of purposes specified by the bill all of which

'' " l.1 to increase the stock of and make more affordable suit-
rl "'"'I for low-income rural residents. The bill would authorize
'i"itrnion of $850 million for each of the fiscal years 1983.

4

!

4
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1984, and 1985. Estimated outlays are based on spend-out rates as-
sumed for HUD's small cities community development block grant
program. In addition to the block grant authorizations, the bill wollll(
make available for appropriation $37 milion in 1983 funding for
existing grant problems. This amount is expected to be disbursed (con.
sistent with program experience.

The estimated budget impact of Title V follows:

[By fiscal years, in millions of dollarsl

1983 1984 1985 1986 19TY

Rural loans:
Authorization level I ....- ------- --------
Estimated outlays_ .----------------- - ----

Rural grants:
Authorization level_ .-..............................
Estimated outlays_ -.-----------------------------

'Total:
Authorization level ----------------------------
Estimated outlays - ------- .--------

i The bill also contains authorization of $299,000.,000 for guar

666 -- -----------------------
454 90 9 -8

RR7 850 850
23 350 831 837 !It a

1, 553 850 850 ...
477 440 810 829 S

rantees of loans made by private lenders.

TITLE VI-FLOOD, RIOT AND CRIME INSURANCE

Flood insurance.-The bill authorizes the Federal Emergency . lhl.
agement Agency (FEMA) to enter into contracts for flood insvl:,lr
in fiscal years 1983 and 1984 and also authorizes the approprint ion fl
$45.6 million in 1983 and such sums as may be necessary for 19l!)sl ir
flood studies.

Crime and riot insurance.-The bill would continue the crilir :mit,:
riot insurance program until the end of fiscal year 1984, with a .'( Il.r-
cent increase in crime insurance premium rates to occur 30 day - Ifl t
bill enactment. CBO assumes that the 50 percent rate increase, if )il, .
tion to a rate increase already scheduled by the Federal Erne{'?l l
Management Agency (FEMA), would cause a number of lhll X

holders to cancel their crime insurance. In the base case, CBO lil- :,
sumed that without a rate increase the number of crime inll'l
policyholders in 1983 and 1984 would remain constant at the ltr"'L
1982 level of 69,900, equalling approximately $13 million annlll.l ;
premiums. As FEMA has not had sufficient experience with plr,',)',
increases to predict the demand elasticity for crime insurance. ie' .,
has assumed a -0.5 elasticity with respect to rates. The 56 perct', 'l f
fective increase in the crime premium rates would result in a·>
cent decline in the number of policyholders. Remaining policYhll,'; >'

would contribute annual premiums of $14 million. In additlut'.-
1982 level of claims was adjusted by the forecasted Consumetr I''s1
Index for 1983 and 1984, and reduced by 28 percent to refl'' :x'
decrease in the number of policyholders.

For the riot insurance program, premiums in 1983 and 19lO "It
held constant at the 1982 level of $0.8 million, and claims ;w' lt T
mated at $1 million annually. FEMA has estimated the insrll'l" T)
gram's operating expenses at $7 and $8 million in 1983 and 19" l
administrative expenses at $0.3 million.
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ilho estimated budget impact of Title VI follows:

IBy fiscal years, in millions of dollars]

1983 1984 1985 1986

-:urance;
, imated authorization level -- -----------... -----------
* ..hated outlays -----------------------------------
. jld riot insurance:
;, m ated authorization level_ -.-.-.-.-.. . -
, -,'ated outlays....-------------------

Estimated authorization level_ .- ---.-.. .. ....
Estimated outlays ------- --------

167 184 -..... -------
57 171 101 6 4

20 23 --------------------.--------
16 22 4 ------._..-

187 207 -....---
73 193 105 6 4

At inllate comparison: None.
Previous CBO estimate: On May 17, 1982, the Congressional

B .eirt Oflice prepared a cost estimate for H.R. 6296, the Housing and
'i:'a I-l-llral Recovery Act of 1982, as ordered reported by the House
a.: ,lit tee on Banking, Finance and Urban Affairs, May 11, 1982.
H1 I;L ;9(i; does not contain the changes to the section 8 and rural hous-

-: t.trIllrlis proposed in the Senate bill. The House bill would create
, new hlolsing subsidy programs designed to encourage production,

.,1IIS a new program that would provide temporary mortgage
r tltnll tassistance to certain borrowers experiencing economic hard-

, Il. (l 6296 would authorize the appropriation of an estimated
;' hillion with associated outlays totaling $13.3 billion over the

t. a,:u.r estimate period.
F;sti ll:tte prepared by: Amy l)ines and Brent Shipp.
I I':-illlate approved by:

C. G. NUCKOLS
(For James L. Blum,

Assistant Director for Budget Analysis).

:r-
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ADDITIONAL VIEWS OF SENATORS RIEGLE, PROXMI I I
CRANSTON, SARBANES, DODD, DIXON, AND SASSI.;ll

The housing authorization legislation reported by the Comlllittk
represents in many respects substantial improvement over the Ah(ll,,i
istration's housing authorization measure. The Administration l,
proposed a series of measures that would severely damage the Na't i e'
ability to develop and maintain safe, sound, affordable shelter f,, .
our citizens, but especially for low and moderate income people. '1i
Administration's proposal would have virtually eliminated all frilr
support for new construction and substantial rehabilitation of inii
family rental projects, imposed heavy, unfair rent increases ol ti
sisted housing tenants, threatened the taxpayers' major investni,nt it
the stock of public housing, dismantled guidelines for the prope r :,,i
agement and disposition of HUD-owned multi-family projects. am
sharply curtailed FHA mortgage insurance.

The Committee, on a bipartisan basis, rejected these harsh nlll, i
advised proposals. In contrast to the Administration's reconmm.nd
tion, the Committee bill would reaffirm that the availability of ,1,housing for all Americans must be a top national priority. In X
operative spirit, the Committee agreed on a number of impror t1',,
in federal housing programs that could result in greater loet,r,,i
effectiveness while respecting the need for fiscal restraint.

Although the Committee bill makes some laudable changes i,
federal government's approach to national housing needs, the },iI
includes several serious deficiencies that must not be overlooke;{ I, t
important that they be brought to the Senate's attention even t 'I.,
the elimination of all of these deficiencies may not be possibb, i t
Senate.

The Committee legislation would replace current low and il,..
income housing construction programs with a new progran fll-
construction and rehabilitation of multi-family rental projiet c'l
Administration would have terminated such efforts with vi rt Mllv
replacement, claiming that despite the current economic clin:lti.
private sector could fill the need unaided.

The Committee legislation promises to improve the manner i. 'L
the federal government addresses the problems of housing s l'l
quality, particularly in urban areas, and at comparatively monl14'-
It moves the federal government away from making long-teri ix
mitments of federal subsidies, and substitutes instead a flexillb' !
of financing assistance that can be supplemented by short-teerl rP:
assistance.

'Specifically, the program would allocate funds to states a ll'
ties by formula for the purpose of providing financing ass}i-'g"'
public, non-profit, and private entities for multi-family h0e1."': L
struction and rehabilitation. Cities and states would subrel" 'i

(80) 
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M to the Department, detailing their proposed programs. They
ild, however, have broad authority to tailor their housing pro-

pjns to local conditions. For example, federal assistance could be
l ized in the form of a grant, loan, or other comparable means to

~juce project development or operating costs. While the program
dlld emphasize rehabilitation, it would not neglect the need for new

istruction in supply short areas. To aid low income people in rent-
uinits produced under the program, funding for as many as 50,000

rial assistance vouchers would be made available.
Ispite the promise of this rental housing initiative, it is neverthe-

rr'y small compared to the vast need among low and moderate in-
i11nt people for better, more affordable housing. According to the

piient's Commission on Housing, approximately 8.4 million low
,ow,(, households either live in substandard housing or pay excessive
is of their income for rent. Also, as many as 7 million occupied

ii-e aced rehabilitation. Against this need, the entire Committee bill,':idnag the new rental initiative, units to be produced under Section
1program, and the rural housing title, would probably assist no

n. imhan 85,000 additional households.
.!h public housing operating subsidy program contained in the
,muittee bill moves toward more orderly and effective support for

*: existing stock of public housing. It establishes a two-tier incentive
l.,ilI that adjusts for different degrees of distress in local housing

',:i.s. The Committee bill provides a three-year authorization of
A11 billion, instead of the one-year $1.08 billion authorization re-

b.el by the Administration. As a result, the Committee bill would
zn,rve the fiscal planning of local agencies. An additional advantage?t% ('onllllittee bill is that it would permit agencies to retain without

ia'i}lv additional revenues raised from tenant rent contributions and

i Ipublic housing sto k consists of 1.3 million units, representing
,i ;:!,. investment totaling more than $65 billion. Unless sufficient

alng1 sllbsidies to supplement rent collections and other income are
;. ,d, local agencies cannot maintain current projects as decent

TI:; improvement in the means of allocating these subsidies will
- lit;loe meaning unless accompanied by sufficient funding to meet

all ahnev needs. We are hopeful that the Committee's authorization
M !at ilig subsidies, along with program changes to allow agencies

I' It venlnues they raise, will greatly improve the ability of local
to Imaintain and operate their projects. However, we recognize

: !"nnittee's authorization may ultimately prove inadequate
lI "'xl)ected increases in utility and other costs, and in our
n to protect this housing resource and the public's invest-
, is housing would justify a Congressional response to a

Wi *', pleased that the Committee rejected several Administration
t'-~ls .~ impose unreasonable rent increases on tenants of assisted

' ' rl Administration proposed to permit rent increases of 20
'"' lear, to prevent elderly and handicapped tenants from
I L i ( cssLve medical expenses from their income for purposes

"nining their rent contribution, and to allow for no growth in1

I

(80)
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rental assistance subsidies to account for rent increases. The Co"all,,it
tee bill rejects these proposals. It would permit rent increases for x**
ants living in assisted housing to grow by no more than ten percent IWT
year, would continue to permit the elderly and handicapped to heict]l
excessive medical expenses from income, and would provide a mcal ao;
adjusting the subsidy amount during the term of the contract in orler
to accommodate increases in unit rents. Additionally, the Colllilt
would prevent states from counting housing subsidies for puirposr. o
determining welfare amounts.

The Committee bill, however, does not address the Administrat ion,
proposal to count food stamp benefits as income for purposes of dslio
ming rent contributions of assisted housing tenants. While we Ilii.
that this proposal would result in great hardship to many of t
lowest income tenants of assisted housing, we are persuaded that sit
the Agriculture Committee has jurisdiction over the food sta.iil, Il
gram and received the Administration's proposal, it should 1( gi iv
the opportunity to deny the Administration's request. Sholhl t
Administration's proposal survive action by the Agriculture ( i',
mittee, we would take appropriate steps to overturn it when the 11I1
authorization measure is considered on the floor.

The bill makes a number of modifications to the Section 8 e xi-i.
housing program. Tenants would receive a fixed subsidy bassedl ial
a local rent standard that HUD would establish, and thel ,
occupy a unit renting for more than the standard if they cho ;sl if,
so and if they paid the difference in rent. Although this pli,--i
can be viewed as an advantage for tenants in that it gives thell, ll t
flexibility in selecting units, we feel this advantage is offseit I t\
fact that the national average amount of annual subsidy tenani s \,ou~
receive is only $2000, compared to the $3600 they would receiv, i.,t
the current Section 8 program. As a result, the federal assistani ll,
be of little use to those with special housing needs such as large f:,h
or frail elderly who cannot find suitable shelter renting for t.ei' I I
established standard.

We object particularly to the rural housing title of the Co!llllli''

bill. It would impose a severe cutback in funds for rural holsil, I'1
poses and terminate well established housing financial assisttll'
favor of an untried block grant mechanism. This provisiol ,of td
Committee bill has not been fully considered and may 1,i ],il'
designed to serve rural citizens. It would inappropriately cut 1:,
new housing construction during the most depressed housing P."' i
tion levels in almost forty years.

The Committee, by a vote of 7-8 failed to authorize an emiuw'r,' 1
program to help those who are involuntarily unemployed a,. i'
loss of their homes through foreclosure. We continue to s1uplP"l ' i
lation that would help as many as 100,000 homeowners with l ':"
up to 21 months-three months of arrears, twelve months ,(f
assistance, and six months of extended benefits, if necessary' 1
could not exceed the lesser of $600 per month or 80 perl'.'!
homeowner's monthly payment for mortgage, taxes, an(ld i'" l'
Budget 'authority and outlays would total $750 million ov' l,
years following the program's enactment. This would be off'..t
repayments from program participants who return to · s 1'

reverity of the recession, and the widespread unemployment it has
.- e(ld, makes such a program essential.

'Ihe Committee has already reported S. 2226, legislation to 'aid homc-
v!!'ls and the housing industry. We support that legislation because

I !i' federal government cannot stand idle as housing markets shut
d,..rll and as the housing industry founders. By the same token, then
felidr'al government has at least an equal obligation to aid other Ameri-
an l who have fallen victim to the recession through the loss of their
.l.. Congress must not ignore the plight of these Americans who now

hieP tille additional tragedy of foreclosure on the homes that they have
,.!-rked so hard to obtain. We believe that this growing national need

milt not go unanswered.
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ADDITIONAL VIEWS BY SENATORS CRANSTON. RI,
GLE, PROXMIRE, SARBANES, DODD, DIXON, ANI) SA
SER ON RURAL HOUSING

The Farmers Home Administration's (FmHA) rural housing a,
thorization included in Title V of this legislation is a drannat ir
parture from the existing FmHA programs and funding levels. '
program changes call for what we feel is an untimely eliminati ila
the tested rural construction and rehabilitation programs in far
of an untested and generally unconsidered rural housing block g
to the states.

The Committee proposal will result in a drastic cutback in oull at
ity to construct low and moderate income housing in rural areas. ist
ing authority for the FmHA programs would be reduced froll S.
billion to $895 million. The interest rates on FmHA loans wo, , i
increased from a flexible rate, currently ranging from 1% to th, I'
of money to the Treasury, to a rate comparable to loans mnad( ll
private market. This shift from a lending program with redllll, I
terest rates to one of high market rates, embodied in the Co(mm.
proposal, practically eliminates the ability to deliver new lhoii-inc
rural areas that is affordable to low- and moderate income co..'I-;i
In addition, such a major adjustment in FmHA authority mnia\ '!,
an unknown effect on its capacity to deliver the other commllllit ivelopment and farm related programs it administers. Wet .i:r;
therefore, recommend such a proposal to the Senate and cllli, t.the level and quality of service to rural families will be elli:,I I, 'ieven maintained. We have every reason to believe that just t ... -,
site will result.

As days pass, increasing technical problems emerge which Iri;l fious concerns about the block grant. We believe the comlnitt . -t,have an opportunity to develop more fully any changes to IF!',.A
housing programs. Our preliminary investigations show tip '
grant proposal apparently contains the following drawback-:

(1) Severely reduces new and substantial rehabilitllti .,
struction;

(2) Increases interest rates to consumers;
3) Increases financial burdens on states;

(4) Inability of states to match FmHA outreach s-': 0'
(5) Increase administrative burden by separating s5il,-i'l P

gram from financing mechanism.

LACK OF NEW CONSTRUCTION

A program of new construction is essential to providingl 'ig
housing assistance in rural areas. Over 40% of the nation' '
ard housing is located in rural areas. Unlike structures in '
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l rg stock in rural areas is often so substandard that rehabilita-
·. is lot feasible.
i'l(r Iu.ral housing block grant facilitates the construction of few
.,ii.. To reach the income levels contemplated in the block grant
.:!,'; of arnea ;ledian income) requires a subsidy equal to all of

.allit;ll costs plus a substantial portion of the operating costs.
litt, the block grant bill would produce substantially fewer-,,: ,.in)0 newly contructe(l units.

1:.; l areas need housing construction not only to meet shelter
I. ij l(isl as nm economic stimulus for the creation of new jobs. If1 I.i\ 'elre allowed to operate at its current funding level financing

O.lil l,, w ,.homes, 170,000 private sector jobs would be created or
E· !1l. I'lie block grant would, at best, create or sustain only one-4. f i hat i1 all of the funds were used for new construction. There

1-1:ll ironmy in the committee autllolizing substantial funds to cre-,, i'iSng stillmnlus and jobs creation program contained in S.
.ii . saslillng the FmHA new construction program. To the ex-· ;,li ille lIlock grant will provide some employment, the hiatus ini rll I claused by the necessarily lengthy implementation proc-

l> thi new program wvould come at the worst possible time.

INCREASED INTEREST RATES

,ili :,l1 (17) of the ]bill amends section 521 (a) of the Housing Act.' It. c(''(ect is to change the manner in which interest rates are
.i,,I FmAl I11A borrowers, substituting the rate prevailing in

i :., iket when the loan is made.
· this change, the bill repeals the existing authority to"lllt 'ist credits to low- and moderate-income borrowers under

' h :,)2 hollmeownership loan program. These credits reduce the
-' i ,nl i\\ls are required to pay, to an effective rate of as low asI "".I Itle.cst, credit is extended to each borrower by contract

n'' !'is. UJnder this legislation, when existing contracts expire,
I\ l.l Ih(i unable to grant further interest credit. As a result, the

e' a.:' i '( family will pay will jump from as low as one percent
:1 s :;.25) percent. This will affect nearly 400,000 borrowers

i slllt in massive delinquencies and liquidations or fore-
" '"i"ing Iatinly thousands of families out of their homes and

' I1ll.\ witll niany thousands of repossessed houses to dis-

' iIll 515 rural multi-family rental program would be un-
;h l Ie 'giislation for those projects whose loans and credits
'Ii ill ,('rest credit assistance due to the existence of prior

L I} X ,)\(.,. some projects also make use of rental assistance in
'ft l( 's I rojects' tenants come from a very low income seg-
· " . :11 population that cannot afford monthly rents based

"" I ( ,st credit subsidy. These rental assistance contracts doifr of tile loan. They range in terms from 5 to 20 years and''" l,"' \al during the life of the loan. If a project cannot
5 ' e','.v\, rental assistance, then the tencannot pay

" i* Ii!cll reased rent would have to be evicted.
' 'liiti-<(;sd that this proposal no longer subsidizes interest

l hnolsing. Low- and moderate-income rural families will
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be hard pressed to pay for shelter in the absence of the interest shlli,lThis will effectively eliminate them from the housing market, th rea teing large scale foreclosures and further injuring the housing indlltmBy shifting to a market rate of interest, low- and moderate-it,]i,people will not be assisted by FmHA's loan program under thiik Ibecause the only households able to take advantage of the p'roawould be those who could pay market rates. The average income of Xrecipient of interest credits for the 502 programs in 1980 was $1lwhile the average rate of subsidy was about 7.4 percent below t hl, .0ernment market rate. By raising the interest rates to market level. iorder to qualify for a $35,270 loan at 16 percent interest, one wvuneed an income of at least $32,985. Thus, without a further sill ipossibly from the state, the rural housing block grant could not Ibe ito provide homeownership opportunity, for low or even modernit.come people as market rate 502 loans would be unavailable to al I Ihtfew higher income households in rural areas.

UNDUE FINANCIAL BURDEN ON STATES

Under the rural housing block grant proposal, FmHA loan prou-rare reduced from $3.7 billion in FY 1982 to $895 million in 'Y AITo maintain the current level of housing credit in rural aren-.governments will have to raise over $3 billion, probably fril.iexempt bonding authority, even though recent federal linllta:trseverely curtail the offering of mortgage revenue bonds.

INABILITY OF STATES TO MATCH FMHA OUTREACH SYSTEFM1S

Farmers Home Administration currently provides a t:t liTl:network of about 2,000 offices that offer assistance to rural A.\i,,Most, if not all, States would find it impossible to match this i, ,,- icapacity. The rural housing block grant would trade a sys.t ei telldecentralized and locally based in rural America, for one large l ein State capitals, many far removed from rural areas.Nearly half of FmHA assistance pertains to these housing t'r'"-'"By curtailing them FmHA will be forced to evaluate the f'l:of maintaining its many rural offices. This would affect htl .'-6ability of FmHA to provide services other than housing-sl iwhich is beyond the jurisdiction of the committee.

ADMINISTRATIVE PROBLEIMS

By separating the subsidy from the financing, the r'll:liblock grant will cause substantial problems for potential h{,)l!' i',renters and housing producers. FmHA will continue to hav, ' ;':amount of financing available. State government may hav e ;lifinancing. In order to provide multi-family housing for li,,people, applicants will be required to secure financing froi l', I Ja State finance agency and block grant subsidy dlolars fromll iAs a result, many will have to go through two sets of al)l'order to participate in the program.We are not opposed to the concept of a housing block grtiwe have actively participated in developing a housing k ib"" l

.!,illnately urban areas. However, it took the committee three years:?,lo1) the urban housing block grant. Its beginnings are found inI' I'ftel multi-family rental construction program discussed by,t r dnring consideration of the Housing and Community De-p.,,l',, Act of 1980. Although the housing block grants' precursor'.1 T, li,( enacted, many of its concepts are now embodied in Section: Illhis bill. The housing block grant proposal evolved under the'i,''itilly of the Banking Conmmittee; so too should any changes
; .. ' !Il housing program.I' :.TiO anl easy task to design a new delivery system for rural hous-lil I: lmlelrs Home Admninistrationl (FmH-A's) budgetary and'1 technlllliques are complex and the demographics of rural areas;--l0 pliaticular forms of housing assistance. However, the cur-'lnll A system works well in Inost areas of the country. Its de-k :" ;lae correctable by more modest measures. The FmHA net-i''ovlles over 100,000 newly constructed or substantially re-1: O:d liits to rural America each year through a variety of pro-I- i( rlural housing block grant proposal is in its embryonic,,ml uany such comprehensive restructuring should be accom-IG,-y with the greatest deliberation and consideration of alter-l Imt,. (lid not occur here.

X ' oI) )ortunity to see the text of the legislation came on AprilOle week later, on May 6, this committee approved the
:' i"', no hearings were ever held on the specific text of the''Over two weeks before its introduction, on April 13, theI Ill-iiig Subcommittee held hearings on FmnHA reauthoriza-.I " I l(e concepts embodied in the rural block grant proposal,

>-IlIt l\ce laRnguage was then avaiabtlc. D.ue to time constraintsI t l [,sss were, heard on the concept of the rural housing blockwIin were fromnt state or commnunity development agen-., ull!v f 'oring the proposal. Only one witness in opposition tofit ge;\'e testimony at the hearing. Several national groupsdrIny lw.-inlcome consumers as well as housing producers1f i ld 'lvith rural housing requested to testify, but could notJ lId ie4utllse of lack of time. In addition, the Farmers Home
' hildl, Xold I take no position on the proposal when questioned;· Ilt*lulse the Administl'ation has not formulated a position1 '. ' lls record exhibits a lack of consideration, discussioni':'lll essential to the adoption of the far reaching changesi 'This l·gislation that virtually eliminates the rural housing

i' : I proponents of this legislation will offer an amend-, ,l, Isl loure is considered on the Senate floor to address
notccrns not mentioned in these views. Last minute,lll io'lhanics of the ru r a l housing block grant only under-

n-u"'Itio hat the Banking Committee should more fully11 -II nrinatic change. We applaud the desire of the spon-"l'tio 'ion to Improve service to rural America, and weoint effort to develop a more cost-effective system.-'- fii ,, ery...]i, - T
1 y strongly that the issue should be reconsidered
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