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AMENDMENTS OF 1982
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..+ under authority of the order of the Senate of Max 12 (legislative
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Mr. Giarn, from the Committee on Banking, Housing, and
Urban Affairs, submitted the following

REPORT
together with
ADDITIONAL VIEWS
[To accompany S. 2607}

§ 1. Committee on Banking, Housing, and Urban Affairs, having
¥idered the same, reports favorably a committee bill (S. 2607) to
and extend certain Federal laws relating to housing and com-

v development, and related programs, to provide for a rural

‘g block grant to States, and for other pur oses, and recom-
o that the bill do pass. Purposes, o

History or LreisraTion

REC Subcommittee on Housing and Urban Affairs, has held a series
corngs on legislation and issues pertinent to the Committes ap-
of this bill. Hearings on rural housing programs were hef)d
\ v Mexico on January 14 and 15, 1982. Hearings on the rural
hig wrant proposal were held in Washington on April 13, 1982, The
] k‘::ré:atmtxon s housing and community development legislation’
~*1) and general reauthorization issues were the subject of hear-

N fiil'fréh 30 Btild April 14 i}ld 15,1982,
ommittee met on May 6, 1982 and ordered the bj -
7 reported by a. vote of 13 to 0. © © bill favor

(&Y
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ExpLanamion o THE Brit | . 1ection (b) (2) (B) authorizes the Secretary to adjust alloca-
', made pursuant to Section (2)(b) (1) by 15 percent above or
"+ the amount of the original allocation on the basis of the
.1ee's performance in rehabilitating units that will rent at a level
. helow the payment standard for the area. The basis for the
"cwation shall be the extent to which 80 percent of the units reha-
-0 meet the rent standard for the area.

"7« adjustment of a grantee’s allocation on the basis of program
...mance is fundamentally different from past housing programs.
k. . ol of requiring rents at an established level or other regulatory
wruls, the program uses an incentive system to encourage perform-

TITLE I——COMMUNITY AND NEIGHBORHOOD DEVELOPMENT

Section 101 provides basic authorization to the Secretary to mul
rental rehabilitation and new construction grants to states and o]
governments within a new Section 122 of the Community Develu,
ment Act of 1974. Grants would be made available to help supporg
the rehabilitation of privately owned real property and in Conmn;
t;legt with severe housing shortages, the construction of new ren
units.

Section 122(a) provides basic authority for the program. Providg
authority for the Secretary to provide modified Section 8 certifi-uty
to units of government administering a rehabilitation or new vay
struction program. The certificates are provided to minimize the {:
placement problems often caused by rehabilitation projects. Tt
certificates are to be grovided to families in buildings to be reludui
tated with incomes of less than 50 percent of the median income fu
the area. :

The Secretary is expected to provide a rental assistance certiti-ag
for every rental unit to be assisted and to the extent that authoriry g
available on the same basis for newly constructed units. How. 4
the Secretary should ensure that certificates are provided for ¢
habilitation projects before providing certificates on the basis of n
construction projects.

Subsection (a) (1) (C) provides basic authority for the Seciras
to make grants for new construction projects.

Subsection (a) (2) authorizes $300,000,000 for 1983 with &i0.0c
available for the Secretary to fund innovative programs. esj« '
expensive programs of rehabilitation or new construction the t:
Secretary determines cannot be effectively carried out within the {ued tgvam, an applicant is required to meet the specific condi-
'}ng al!(l)cg;ioil pr(})lvi%ed under Section 192 (b) (1). One million dile SN _xtnnkl(lr, a plg)gram of new construction reasonable for that
is available for the Secretary to provide technical assistance te & ». ~jecifieally, subsection (b) (3) (B) requires that the Secretar
and cities tt% assést, in fth;sl d;v)élopilr)lfent (i)f rehabilitationlpmi,rmu- | & an um%’is experienci(ng) z(L s)e(vel?e sh%rtage of rental housingz
maximize the effect of the federal fun ing, to improve local pr R s very low vacancy rates, and that a program of other than
with poor performance, and to develop the capacity of govern fation 18 needed to improve rental oppoxl')tur%ities, or to advance

to effectively develop and administer a program of rehabilitation > - "'"rh”ml preservation grant. A program of new construction is
‘1o be operated within the constraints of a yearly grant

usé of funds under this section is not limited to the provision of 1
nical assistance in connection with Section 122. .
Subsection (2) (b) (1) provides for direct allocations of grant (%
to be made to cities of 100,000 or more in population and sta - 4
formula. The formula composition, which is left to the Sect '
diseretion shall use as factors low income renter population. -
market conditions, overcrowding of rental housing. the conh®” =
the rental housing stock. A state’s allocation shall be based = *
above factors for population not located in cities of more than I =%
and in areas elioible for assistance under the Rural Housinu 153
Grant established in Title V. .
Subsection (b) (2) (A) authorizes the Secretary to establi-hi "+
mum allocations for direct allocations where a lesser amf?“l",‘;.f, .
make a program infeasible. When a city’s allocation falls ’; N
minimum allocation amount its allocation shall be added to th

allocation.

« Iwection (b) (3) (A) requires a city or a State to submit an appli-
w for the Secretary’s approval prior to the receipt of a grant. The
“yiion shall show evidence of the grantee’s capacity to under-
« program, the financial feasibility of the program, the effect
§- program on neighborhood preservation, compliance with civil
~.and other applicable laws, The Committee intends the applica-
-~ riew and evaluation to judge an application on an overall basis.
i application will meet the threshold requirements or it will be
1. But the Committee expects the burden of proof for rejection
y - nihe Secretary.
'« e the principal purpose of this section is to expand the avail-
-+ of affordable and decent housing and most cities can most eco-
v meet, this need through a program of rehabilitation, the
e expects most communities to operate Jocal programs. How-
L Committee recognizes that in some areas new construction
¢« necessary to improve the availability of appropriate rental

« Heennise new construction is seen as an exception to the reg-

;. rage innovation, full use of available funds, effective pro-
- inistration, and performance, subsection (b) (3) (C) author-
- Seeretary to make grant awards up to 120 percent of the
- iprovided to a city under paragraph 1 to the extent that
" available. The Committee expects funds to be available
»~and states do not choose to apply for funds or where appli-

_ tebeen denied.
. f‘i" (1) (A) gives the Secretary authority to limit allocation
O :\' f('t:.txon 8 certificates to the number of units to be reha-
‘;.l;',f[l{»y or a state. To the extent that authority for certi-
N “.fl t'lo the Secretary shall make those certificates available
) 1e number of units to be constructed under the provi-
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 ams which include new construction provided that the Secretary

Subsecti b B) requires that all 'y low income tenani« 4 . e
dinge o {4 (B) requires that all very low income tenan ! spproves the program and the program can be carried out within the

buildings to be rehabilitated under this program be offered assisi:j.q §

under the modified Section 8 certificate rogram. To the extent ¢ 3 smount of the allocation for that city. Where a city chooses to build
available authority, housing assistance mlay be provided to exisiny B8 =+ units, that city will be expected to build those units within the
tenants with incomes of 50 to 80 percent of area median income aj 1hy JNB so-traints of its annual .allocatl'on of funds and within the more re-
discretion of the local agency. In no case shall housing assistance . & 2ntive rules contained in Segtlon (d) (2).

provided to families with incomes of more than 50 percent of medige B Subsection (d) (2) (A) requires an owner of a newly constructed
income if the family was not a tenant in a building to be rehabilitar.; i :ect to enter Into agreements to assure compliance with all rules

under this section.

Subsection (b) (5) requires each grantee to submit to the Scererm §
an annual performance report and the Secretary to review el
grantee’s performance on an annual basis. Each grantee shall b ¢

v.1 restrictions of the program and to agree to such conditions as

13y be required to assure financial feasibility. )
Sibsection (d) (2) §B) requires that a newly constructed project

ot maintain 25% of the units constructed in occupancy or available

v . sy . -
viewed for its performance in carrying out a program as descrilu] -, il ¢ - weupancy by very low income families for 10 years. This require-
its application, its performance in carrying out activities in a tiy.{; 38 t-t is In direct contrast to the requirement in the regular rehabilita-
manner, and the use of funds in accordance with law. "o program where low income occupancy is a performance goal

For states that distribute funds to local governments for admi. Jil 9 has an effect on subsequent grants. In the new construction pro-
tration, the Secretary shall review performance in terms of tin. [ g2 low income occupancy 1s a mandated requirement.

~ibsection (d) (2) (C) requires an owner to pass on to tenants re-
-uon in costs due to the assistance provided. It prohibits an owner
beu refusing to rent to a family solely because the family is receiving
slal assistance. It also prohibits an owner from converting a rental
#t to condominium ownership unless the low income occupancy
rements of (d) (2) (B) continue to be met,
| “ibsection (d) (2) (D) establishes additional requirements that
- ¢ total mortgage principal amounts to the limits contained in Sec-
> i of the National Housing Act. It also establishes authority for
s ntee to establish interest rate and other conditions on projects.
~dsection (d) (2) (E) requires that a new construction project must
= un five or more units and must be used for residential purposes.
~bection (d) (8) (A) requires an owner of a project to repay any
o o recelved under this section plus interest if the owner fails to
x+mually meet the low income occupancy requirements for 10 years.
2 53 (B) the authority of the Pprevious section is established as a
|+ seainst the property.,
Toection (d) (4) authorizes mortgages on projects assisted under
“hon to be eligible for insurance under the National Housing

distribution, and the state’s review of local performance.
The Secretary may adjust, reduce, or withdraw resources as app o
Eriate in accordance with the findings of the reviews. Amouni- tiat
ecome available through action under this section shall be reallo ated)
in the year in which they become available as determined by tlg
Secretary.
Subsection (b) (6) provides that funds that are not obligaied - g
fiscal year are added to the amount to be allocated to all citics 11 *is
succeeding year.
Subsection (c) establishes the basic requirements of the progs: i
Rehabilitation assistance is limited to residential rental propeit. 3
low and moderate income neighborhoods as chosen by the grant... 1%
rchabilitated units shall meet the housing quality standards estabi: g
for section 8. Subsection (c) (3) limits the grant provided for 1ehi it
tation to 50% of the total cost of the rehabilitation. However. in sje
circumstances where refinancing costs and the nature of the 1+ ~§
increase the rehabilitation costs substantially, the Secretary may 4
prove assistance up to 50% of total development costs includmy
cost of refinancing. L
Subsection (c) (4) prohibits rental restrictions such as rent =%
to be placed on properties assisted under this program. 4
Subsection (c) (5) prohibits discrimination against fam‘l]u«":- -
ing rental assistance by owners of units assisted under this !-”'i‘l- =
Subsection (c)(6) requires that to the maximum extent '”IJ; L
borrowers shall be personally liable for any new project 1"‘]‘&‘,
However, this provision may be waived in cases where the - "
determines that the application of this requirement will unduly o
the use of the program, where there are projects involving ;“ ol
struction, where syndication will allow greater leverage © “‘.,_&,
funds, and in other cases where the Secretary determines that |
liability is not practicable. ) o
Subsection (d) (1) establishes the requirements for prog! il' R
include new construction or rehabilitation which is so cOilif ‘."P';‘!‘ »
comparable to new construction. Cities are permitted to de C

“etion (d) (5) (A) requires that rents for units to be maintained
. wome occupancy be approved by the grantee and that those
"et the requirements of the .S, Housing Act of 1937,
x.\,‘;']')mfl (d) (5) (B) provides that rents submitted for approval
o h(; ;:)F( A) will be deemed to be approved if the grantee has not
ol 0 days. It further provides that a grantee cannot place
Vi n afny of the rents for units not malintained for occupancy
N Ii”nm amilies under subparagraph§ (A) and (B).
. “'; (}0) (1) authorizes states to administer grants not directly
o ;) atles under subsection (b) (2) (A). A state’s grant
.)-““r.[ ]01 areas not administering their own grants and for
s l?l Ole for assistance under the rural block grant established
) of the National Rural Housing Act. Under this section a

) ¥ “‘hl]inis' ] i 1
.o er ltS own rogram or lstrlbute iy i-
; l ov m . p g eSOHI‘CGS tO ell

A‘ E‘ﬂtﬁw’l e 5 P‘:‘

£
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Subsection (e) (2) makes the state run pro i i
administer; e m optional with Hig
prggll‘)am. ring the resources where states choose not to administey i

ubsection (f) requires the Secretary to establi i z
erning relocation payments and standa?:is. 15h regulations g 3

Subsection (g) prohibits the use of any federal funds under 1
program for the payment of administrative expenses. o

Subsection (h) (1) requires the Secretary to establish rog_mlm;- :
which support national historic preservation objectives by requ )
rehgbllltgtlpn that would meet historic preservation standards } : ¥
toric buildin r b idi ] i i el

dings or by providing the Advisory Council on Ifj« .
Preservation an opportunity to comment. ) :

Subsection (h)(2) exempts projects from NEPA requirement. i

yogd lIJ;hostq req,zu)reél gnder the CDBG Act. o
ubsection (1) defines grantee for this pro, ivale

thuss o tho term in the EDBG Actot 1978 o 10 be cviveld
ection 101(b) authorizes A

for ticr year(19)83. $4,196,000,000 for the CDBG Act of »

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

Subsections (d) (e) (f) and (g) makes conforming amendments -
the changes contained in this section. *

Subsection (h) provides: In the case of a mortgage insured un
Section 223 (f) of the National Housing Act on a property whik
eligible for rental rehab grants, Section 244 National Housing 4
comsurance includes provisions that—

(1) insurance benefits equal the sum of (A) 90% of the mortey
on the date of institution of foreclosure proceedings (or on th- &
of acquisition of the property otherwise after default), and (1} 44
of interest arrears on the date benefits are paid: (2) the moriynze
mit to the Secretary 90% of any proceeds of the property. invlud:
sale proceeds, net of the mortgagee’s actual and reasonable cost- 1 a4
to the property and the enforcement of security; and (3) payne:

e
-

~

.
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% .l vovernment, 50 percent of the excess payment must be re-
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s more valuable properties to be used within this program than
.. available previously. It also provides that in those cases where

Jity receives more compensation for a property than it paid the

«lto the Federal government.

Jection (c) provides authority for the Secretary to demonstrate

, wwram of multifamily homesteading under this section.

swetion (i) provides new authority for the Secretary to experi-
+ with the use of modified Section 8 certificates to be used in con-
. with the Urban Homesteading program to help low income
2w purchase homes. The Committee is eager to explore the feasi-

~«. of using Section 8 certificates to advance homeownership for

jow income families, especially within the context of rehabilitated

. homesteading properties. The Secretary is authorized to utilize

o0 under this section.
ierg

"t 103(a) (1) and (2) provides for the repeal of the Section

Echabilitation Loan program with the exception of those pro-

.-~ voncerning the creation and use of the program’s revolving

i

S~etion (b) repeals the Surplus Land Program contained in
w 114 of the Housing and Urban Development Act of 1969. Sec-
it permits the General Services Administration to transfer
- Federal real property to HTUD and the Department of Agri-
« for sale or lease at fair value for use for predominantly low
«lerate income housing.

" Mition to repealing Section 414, this proposal would permit

-+ md FmHA to dispose of surplus property within 120 days
s effective date of this Act if either Secretary had requested

=*\ o tunsfer the land prior to the effective date of this Act. This
& «.-ary to assure that adequate time is afforded the Secretaries to

" processing of projects in the pipeline at the time of enact-

benefits be made in cash, unless the mortgagee submits a writt:: Sl ® * #1he 1983 legislation.
quest, for debenture payment. No commitment for insurance undert *-wtion (¢) repeals provisions of the Urban Renewal, Open
authority may be issued on or after October 1, 1985. (sec. 7(a)) i Land and Neighborhood Facilities Programs in order to reduce

Subsection (i) provides: In the case of any purchase or refinans
of a property eligible for rental rehab grants under Section it
of the National Housing, Secretary may—(A) include rehabil:te
costs of not to exceed $20,000 per unit, with up to 25% more fu +#
cific properties where cost levels so require; (B) permit subordir s
liens securing up to the full amount of mortgage financing p!‘m‘!"‘j’j
State or local governments or agencies thereof; and (C) pnr I+ “
in cash unless the mortgagee submits a written request for debees
payment. (sec. 7(b)) : ,

Subsection (j) makes conforming amendments in accordanc®

the foregoing _ tion.
Urban homesteading .
Section 102(a) provides authorizations of $12,000,000 for 19>
such sums as may be necessary for 1984. ctest
Section 102(b) amends several sections of the Urban Home='
Act to allow properties to be transferred at greater than n

. - “rthe Pro,

b mi\']n!vvlment in decisions which are more appropriately made
ol level,

" araph (1) of subsection (¢) would repeal section 106(g) of the
< \et of 1949. This provision requires localities to obtain a
1 hnusmg study before an Urban Renewal Plan can provide
‘Un-truction of hotels or other transient housing in the Urban
»area. The study is to assure that there is a need for this type
“fe i the area. This requirement would be deleted, since the
~ ‘omerning whether to perimt transient housing is one that
+ made by local authorities who are most familiar with local

- llnnrkoting conditions.
Cr T phs

() (‘2’) and (3) of subsection (c) would eliminate provi-
iy 'pen Space Land and Neighborhood Facilities Programs
vihit the conversion of land or property obtained with assist-
s Lrograms for uses other than those intended at the time
el \';ldde_, without prior Federal approval. These changes

e locality complete discretion in determining the appro-
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priate use of its land or property, and would thereby promote the o
to decentralize the decistonmaking process and speed its return to s
control. The locality in which the land and/or property is situated
best able to determine what is the most appropriate use of its resonm
and whether or not a conversion to another use is consistent with,
needs and objectives. '
Specific provisions to be re ealed include: '
Section 703(d) of the Housing and Urban Development A«

1965. This authority prohibits the Secretary from approving
conversion in the use of neighborhood facilities during a 20 14
period following the grant, unless HUD finds that the convers

. ing of public housing operations will improve HUD’s over-
. i::{l(} ::ngding) of the nation’s stock of public housing units. Iné-
S ent= to the specification of rents for subsidized housing tenants
¥ opease the fairness of rent collections between subsidized ten;_wlp S
E ioent states while avoiding undue hardships to needy families.

£ s miscellaneous housing assistance changes are also made.

o nlified certificate program . . .
Tty Ipon HUD’s experience 'w1th the current Section 8 ezl‘)ls -
eing program and the Experimental Housing Allowance | r}(:-
modified certificate program” 1s created in Title IT of the

; ifi ifi rogY ill imp tion 8
i i i Lie wodified certificate program will improve the Sec

1s in accordance with the then-applicable program of h- 48" ‘.r‘lui:::)i(n g program by glivir%g very low-income familjes more
recreational, social, or similar community services in the area. “ ¢ to “shop around” for housing best suited to their needs.
is consistent with comprehensive planning for the developun: ¢

b . an keep any savings if they lease an apartment at a li)wer
iy the program payment standard and are allowed to lease
" expensive unit if they want to pay the excess. This shopping
<.« will give assisted tenants the same choice between hous1}1)1ig
~ vovp needs they would exercise 1n using their own money. This
by tenants will constrain the inflationary impact on rents in
[, -l Section 8 program where landlords often just raise rents
. e maximum fair market rents since tenants get no savings
s, lower rent. ) .
windified certificate program also will improve the responsive-
‘e subsidies to local rental market changes. In the current

the community in which the facility is located.

Section 704 of the Housing Act of 1961. This provision ail
the Secretary to approve a conversion of open space land to «
purposes only where HUD finds that (1) there is other comp
able land available for substitution; (2) it is needed for orde

owth and development ; and (3) it is in accord with the comg

ensive plan for the urban area.

The second sentence of Section 706 of the Housing Act of 19§
which gives the HUD Secretary general authority to dem ¥
proval of the conversion of land for which a grant was mu:le
acquire interests to guide future urban development.

The Department of Housing and Urban Development’s utilizst

of the Secretary’s Discretionary Fund to develop the Rehabilitat

-« ~ program, fair market vent ceilings are increased a:uto_mati-
s+« HUD regulation applied around the country. As indicated

h 2 ; . wndiords generally just raise rents up to the ceiling each year.
dvisor, r ly effective n-e . e ; . i ]

Advisory Servico has cloarly domonsizated o highly el < Sl wed corifcate program, e ek Yo, Aretionto ad-
kind has been terminated The National League of Cﬂies BT S wlministering the program a5¢ S0 o 1Saf‘;etl based
commended for its efforts to make the Advisoxgw171 Service such an - C4EE ““1’}",‘:“1 l"l:\'l_;letlts t‘("l!g?' dur}lfl}%e;:zé’. 31' :&f};ﬁg‘;ﬁg p;glnfor by
tive tool for local governments. By providing direct assistance to -+« mental market concutions. )

e (\ from an extra 10 percent funding beyond the estimated
.. - - pavments in the first year plus any amounts that become
through higher tenant incomes or through tenants dropping
" program. The PHA can also use these extra funds to bring
s low income families into the program. )

"I the new “modified certificate” program will focus assist-

70 cities, this service helped local government secure m illions of v
in private funds for housing rehabilitation, while streamlinmz =
programs and reducing administrative costs. We believe HUD =%
focus use of its technical assistance funds on such projects awl «

the Secretary to reconsider discontinuation of effective efforts td
area.

(R

the neediest families. Except for families now receiving sub-
"4 expiring Section 8 contracts that may be converted to
~progran, entering families must have very low income gor
« 0 pereent of the area median income with adjustments 1or
1. Local public housing agencies must also give priority
+~ who occupy substandard housing, are involuntarily dis-
" w1e paying more than one-half their mmcome for rent.
‘ard 1o the payment standards which set the initial target
 the madified certificate program, the Committee has di-
7 ~'Hl D Secretary to establish payment standards on the
_thetmulaset forth in a regulation within 60 days after date
L that will thus be subject to Congressional and public
- payment standard is to be based on rents of decent, safe
A ”‘"!-\‘_ng in the local area so the program will assist very
- families to be able to find and rent adequate housing.

TITLE II—HOUSING ASSISTANCE PROGRAMS

Title IT of the Committee bill contains significant modifieat:
subsidized housing programs administered by the Departa: “
Housing and Urban Development. Faced with commm!!fw :
growth of federal outlays for housing subsidies, the Comm! e
directed its attention to iImproving the operations and efficienty ** 3
going housing assistance programs while maintaining the qlff:‘;: e
sidized housing already built. With the modifications of 1 .
Committee brings the discipline of market transactions fﬂl*“:y i
housing rather than continuing reliance on Congl‘es’sm“a.Pip’r Ty
and HUD regulations. This discipline will improve the ¢t _
effectiveness of housing assistance programs. » il it

In the Committee bill, a “modified certificate prograft, W sl
the Section 8 existing housing program. A new two-tier -
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Public housing operating subsidies ‘
The Committee bill contains a major restructuring of the public
housing program in an effort to assure its continuing viability while}

irly

— - - ffeluelEo
providing some certainty as to the funding level of operating subsidieg, X of wEn880%3
Public housing is the oldest federal housing program for low incons 3§ . "8 R “8ToREna8s
people. The President’s Commission on Housing noted that the 1.2 1i]. 48 - 5§ .97 B8 kngoE o
lion households living in public housing have incomes averaging only & - - R PR EEI I
28 percent of median family income. Moreover, public housing accon. ¥ - NSRS 9. Sm2Z0ters
modates households which are especially difficult to place in the privae 38 “- g5 Y EouinigEs
rental market, including many single-parent, minority, and larg go884d 280y 8E0 o
families. Because public housing operating subsidies require a scpa:} ) = SERaY §UNER°S 385 s
rate, annual authorization and appropriation, the cost of the progian ' TOS8EN3 PlsioyguiE 8
is evident. Yet, again according to the President’s Commission cnl§l - .. 5 y SEERE HALE.
Housing, the 1981 costs of public housing (debt service plus operating] : 9 S5 bnoghcy
subsidies) were approximately equivalent to the direct Federal sub-idy3 8388 usalga
that would have been required for public housing tenants had tley HauOEEERLEE
been in the Section 8 Existing housing program. While costs do vary $8fuaT8a88
widely from project to project, public housing costs are not out of |inef ~TnBEdasadn
with those of private rental housing. i : ' '
In proposing the restructuring program, the Committee intend- g ]
meet three objectives: S 8
Provide a predictable source of operating subsidy funding for § o8
three year period ; . w®
Deregulate, to the maximum extent consistent with the sp.itig L E)
requirements of law, the operation of those public housing j-10]4 R 22
ects which are efficiently managed ; E K Sas
Provide resources and authority for HUD to work with publ:g g a8 .
housing agencies experiencing adverse management, operation o { a5 8
3.

physical conditions which prevent maximum deregulation of ~ud
agencies and which require special attention and resources.

The Committee proposes substantial relaxation of HUD regulaiiot
governing public housing, particularly for the vast majority of unit
that do not fall in the category of experiencing some form of i
agerial or operating difficulty and financial incentives designed to 't
mately wean them off federal operating assistance. The Commiiter i
provides the legislative vehicle for this reassessment of public hou-:
subject to the overriding concerns that the program pI:OVld(‘, adey 124
housing for low income households at the lowest feasiblo cost - t'4
federal government. The separation of public housing authoritic~ :=4
“Tier A” and “Tier B” categories will provide substantial deresss
tion of Tier A authorities, those with the bulk of the public how-25
units that are not troubled. This separation will permit HUD to fred

e & an

changed or all funds ratably

as individual PHA factors
reduced due to shortfall of
funcding

60 days of approval
- Funds can't be reduced except

- enters into 3 year contract
- HUD must begin to fund within

its attention and resources on Tier B authorities, with the inhjl‘ﬂ“ : i j

purpose of working with those local aﬁenmes to resolve their Pl]‘m‘ ¥ v 3 _
. . RE - O

and convert them to Tier A status. The goal is to have all auth s &

become Tier A authorities. A chart schematically depicting the =
program’s structure appears below.

“p"y

and law (failure to comply may convert PHA

continuing compliance with contract terms
to tier

subsidies except when operating reserves

exceed 20%
- PHA submits annual report to determine

dia) o contracts

v

- maximum deregqulation consistent with law
- operating savings won't reduce operating

- three year predictable funding

~ 3 year contract
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Tenant rents and wtility collections

Title IT makes several changes to provisions governing tenant ;. .l
and utility allowances in order to improve the fairness of ront. ol
lected from housing tenants assisted by welfare in different St e
to avoid the current problems with negative rent payments to ci: sl
tenants in States with high utility costs.

First, the tenant rent requirements are modified to establish w1, 1
program “shelter allowances” as a minimum rent in all States 11 ol
current law, tenants pay as rent the greater of: 1) 80% of it
family income, 2) 10% of gross family income, or 3) the shelter al, o
ance from welfare grants if the allowance is designated by the ~.p
and adjusted for actual housing costs (which 10 States and tevrit, o
now do). This third item for shelter allowances is changed in the ( ol
mittee bill so that amounts allowed by the States for shelter co-t- . 3
become the minimum rent even if the allowance isn’t adjusted
actual housing costs. For States that don’t designate a shelter «l 4

;,
A

-
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;~ulized housing with less income for non housing items than wel-
- families in unsubsidized housing.

3 Haneous changes

fuie 11 also makes numerous other changes to housing assistance

s, These are identified more completely in the section-by-

- analysis, but the more important provisions are :

I. New reservations of housing assistance in fiscal year 1983
we limited to $7,222,730,000 budget authority and $582,200,000
wnual contract authority. This could be funded from deobliga-
sion and recapture of prior reservations under HUD’s projections
‘i if necessary authority for new appropriations is contained in
‘e Committee bill. The program activity allowed by this total
1<as follows:

FUNDS PROVIDED FOR SUBSIDIZED HOUSING

3 - Annual contract Budget
ance portion of the welfare grant, the HUD Secretary woull tqam nits avtherity authorlty
mine the minimum rent but af no more than 30% of the welfar: rras -
‘I‘n either case, the”HUD_ Secretary can prescribe ad]ustm.mn.f 1 1} 5,000 110,000,000 550,000,000
shelter allowance” minimum rent. Such an adjustment s «-\ém 10,00 22,000,000 110,000, 000
to be made, for example, to avoid forcing a 1ayg1«la v{elfare-m_dml :m;f‘ 16,68 168 oy o0 a4z e ooy
l%o paytﬁlghzr rémst than a similar family with the same incon. e 137,005 301,433,000 1,507,165, 000
rom other sources.
. . . . . o
This change to minimum rents will not impose an undue a1 4! i tom Sec. 23 program_ . 5,000 13,555,000 203,325, 000
on currently subsidized families because it is subject to a cap 4 B St U NA 17,000,000 152,000, 000
increases of 10% per year which has been maintained by the Conr. B8 O 30,565,000 355,325,000
from legislation enacted last year. In addition, the Commitr.. 1§ ® 10w substantal rehabilitation: 612 2,012, 220, 000
: : 4 vont terrgr 7. 8 L T U 15, 000 100, 612, 000 , 012, 240, 0
streng((’il_lensﬂi;he prottectlon thlstl.o %r cap prg“;éggsbto :é"lll]e‘?:i f)‘“ ’ ‘l p T NA 43,600,000 1048 000 00D
creases ation- ¢+« ,
:;‘Iéi‘;nggg ineig’?vp 0 COVeT rent Icreases ¢ y reg : T T 142,212,000 3, 060, 240, 000
Secondly, the Committee bill changes the way utility allowat - R R NA 16,0000 500,000,000
provided In subsidized housing to avoid “negative rents™ (' : srewan LTI NA 90,000,000 1,800, 000, 000
an allowance for utility costs is made as part_o_f _HUD 1:““‘ -‘f"'.' " T 106, 000, 000 2, 300, 700, 000
so that families directly paying their own utilities won’t havi " 2 T 532,200,000 7,222,730, 000

housing costs than families in buildings with master utility °
where the utilities are part of the rent. If the utility allow =
greater than the rent the subsidized family is suppoiod h»\l e )
public housing agency sends the tenant a “negative rent” cheeh f- »
the difference. The Committee bill avoids these “negative rent L
uiring the PHA to pay the utility company on behalf of ! h:‘ o
he PHA thus collects the rent plus any excess utility chat x.'i' R
the utility allowance. While this change may increase thof m‘ ’l’
tive costs to public housing agencies, these costs can be offx
utility rates for bulk utility purchases by the PHA. e (1 1A
Finally the Committee bill corrects a provision mt‘f”“. b
Reconciliation Act of 1981 that would have allowed States th .
of reducing AFDC grants for households receiving ho“?“:ﬁ. o
No state has yet taken this option but such reductions \; o -
some of the costs of welfare grants from the states and tb“' ot E
Human Services Department to housing J)rogram's} §m‘?» b A
$361 million in fiscal year 1983) and would leave we ;

~

FI

s 0N

* Authorizations for the Section 202 program of elderly hous-

<lonsare increased by $790,290,000 to support 15,000 new and

‘antially vehabilitated units in FY 83. The associated con-

- ;’j'f_“ services program is also authorized at levels of $10 million
Yo 311 million in FY 84, and $12 million in FY 85.

- v Nection 8 new construction and public housing new con-

ton pPrograms are repealed except for obligations entered into

:I ¥ 83 and for use of Section 8 assistance to elderly housing

ott with 202 program loans. The long-term (2040 Yyear)

__ ';:’l""? obligations and other costly features of these programs

S the Committee to adopt a program of up-front housing

"':Az,.: itle T of this bill contains the rental rehabilitation and

o S“’“ Program as a substitute for the public housing and

? ew construction programs.
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TITLE III—PROGRAM AMENDMENTS AND EXTENSIONS

Title IIT provides two years reauthorization of FHA insurang
programs except for Sec. 235 which is extended for one year
Reauthorization is not provided for a number of unused or previoy]
eliminated programs. "

The Committee expresses its continued support of the houaxg
industry by authorizing GNMA to make commitments up y
$68,000,000,000 during FY 1983. FHA is authorized to make up y
$41,000,000,000 in commitments to insure loans.

The FHA. interest rate is allowed to float with national morty
market interest rates. Home buyers have been paying for dix«
points charged by mortgagors when the FHA interest rate was le
than the market rate. Ironically, this additional cost has the cilet
increasing the amount of cash required from the home buyer in pry
grams designed specifically to limit the down payment.

In response to the need for innovative financing, FHA is author
to insure a limited number of adjustable rate mortgages (AKM;
and shared appreciation mortgages (SAM’s). The use of gradua
payment mortgages (GPM’s) 1s extended to multifamily mortyrag
Restrictive provisions on the insuring of cooperatives, condominuy
and manufactured homes have been lifted.

FHA is given special abilities in order to insure mortyag: s
made on Indian trust lands. In the past, otherwise eligible I:d
home buyers have been unable to obtain financing due to the inutds
to transfer title to the land. These provisions address the sertou- 18
for housing on trust lands. ;

In order to prevent fraud and abuse,
HUD and FmHA programs are required
rity numbers. They are also required to sign a consent
eral and State agencies to release information in order to v
mation supplied on the application.

The Neighborhood Reinvestment Corporatio
$15,512,000 for fiscal year 1983. )

Restrictive requirements contained in the Federal National }
age Association Charter Act have been eased allowing some hag
in FNMA’s capital structure. Mortgage purchase limits are niss
FNMA is authorized to purchase mortgages held by the F N*}
FSLIC regardless of the requirements of 1its regular mortgay P

- chase programs.
The Federal Home Loan Mortga

to remove mortgage purchase Iim

FDIC and FSLIC held mortgages.

applicants for benefits usd
d to provide their sorial
for other Fe
erify infd
3

s

n is reauthonzn

Act is also am: 23

ge Corporation e

its and to authorize pur

TITLE IV—ALTERNATIVE MORTGAGE TRANBACTIONE

Title IV authorizes all housing creditors to make }ll'd“;‘t‘; i_“,_’;;
force alternative mortgage transactions, notwithstanding - e Ul
long as such transactions conform to regulations issued Yt
troﬁer of the Currency, the National Credit Union Adml_"(:-f e M
the Federal Home Loan Bank Board. Within three yg,ar.: s 8
tive date of this title, any state may reject the prOVlSﬁ‘":’a e
with respect to transactions subject to the laws of such stat®

Ly pTORCSS,
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{1e Committee is aware that there is ongoing litigation regarding

| .uthority of the Comptroller of the Currency to issue an adjustable

mortgage regulation insofar as it preempts state laws and it
_wwe that the litigation will be resolved in accordance with the judi-

TITLE V—RURAL HOUSING

1+ Committee on Banking, Housing and Urban Affairs has re-

., .ol the objectives and operations of the Farmers Home Adminis-

.. as directed in the Report on the Housing and Community
% pment Amendments of 1981.

5. .xamining the housing problems faced by low income residents

.+l areas, there was grave concern that despite the high level of
& =l spending for rural housing, most of the benefits have not gone
s roue who need help the most. The structure of the FmHA pro-
.. - is such that without long term obligations and excessive ex-
».-+¢. low income persons cannot be assisted. Although single fam-
# dsellings represent the predominant form of housing in rural
2~ the emphasis on this form of assistance has skewed the thrust
4+ program toward moderate income persons. The Committee sees
%+ ipproach toward housing production inappropriate as Jong as
# *~d~ of poor rural residents go unmet. Therefore, this legislation
gt les that assistance must go to the neediest segment of the popu-
% It is the intent of this Committee however, to avoid entering
# v additional long term commitments which will compound the
w: on of federal expenditures in future years.
.- Committee has also become cognizant of the hidden costs of
w wrent FmHA programs, which result mainly from the budget-
£ -.-tem and practices employed by the agency. It is the intent of
o Cinttee to make FmHA accountable for 1its activities by pro-
# forthem in the annual budget.

Vommittee contends that FmHA direct lending activities may
! private lenders from developing as a source of mortgage
=" The availability of credit at below market rates has inhibited
= ssth of private institutions which were unable to compete with
* !~ HA for business.
- unring FmHA to make loans at the prevailing market rate
" ‘i.fnmoo.mg loans made by private lenders, the gap in the avail-
I credit in rural areas should be closed.
- 1:"1! Housing Block Grant provides States with the flexibility
. ‘;‘) new mechanisms to serve the housing needs of the poor.
4o "‘,‘_rf‘l program initiatives will be more responsive than the
S nlA programs which are now in place.

e '?“.V Lengage in a variety of activities including the re-
b ¢l ’( GXlﬁtmg units, the provision of rental assistance pay-
b 1y ,OZ]S‘; uction of new units and will blend these activities
. An;ﬁ.h':]](‘: t local needs. Congress set a precedent in acknowledg-
s T ( ‘01:11,1$?t?ef the States by endorsing the Small Cities Block
 “inling fhe lﬁocs(f);nstlllriltuei)sl thtls sent}rr}llent; and believes that deci-
il residents ong tab e type of housing assistance for low

N T ey n best be made by the State. .
St Home A amends the Housing Act of 1949 authorizing
¢ Administration to extend credit for rural housing

E ud

T ¢
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through direct loans and the guarantee of loans made by priveed
lenders, g
_ Farmers Home Administration’s original role was that of g .43
ln% agency. The agency made loans in rural areas where, becai of
a lack of private lenders or an unwillingness of lenders to ey
credit, financing for housing was unavailable. While financial NN
tions have greatly expanded their mortgage lending outreach in 1
parts of the country, the Committee believes that credit availal.ilizg
may still be a problem in some rural areas. To ensure a ready soq
of housing credit in such places, this legislation authorizes the 1" g
to make direct loans at prevailing market rate and to guars
private loans as required. ]
Of the total 895 million dollars authorized for the loan Progi g
666 million dollars is available for direct lending at the previlig
market interest rate. The Secretary will use the best available i fo
mation to determine the effective market rate in eligible rural i
The Secretary may use data sources such as the unpublished ratq
which are compiled on a monthly basis for nonmetropolitan nrcu. i
the Federal Home Loan Bank Board. ,
While the operation of the direct loan programs has remained coqg
sistent with existing law, the Committee proposes changes to the §
program to facilitate rehabilitation activity. Section 504 participac
would no longer be precluded from the program if they are ¢liibg
for the 502 or 508 program and could use 504 funds to Improve the§
living conditions without having to bring their dwelling up 1+
building code standards. The Committee has also made the con-t
tion standards for residential buildings financed with loans made
insured by the FmHA consistent with the Minimum Property =t
ards prescribed by the Secretary of Housing and Urban Developines
Activity under the loan guarantee program would be cap%)ml Al

. programs in fiscal year 1982, The need for very low income housing
Jwiral areas has been traditionally overshadowed by urban needs.
-ress has largely overlooked the mechanisims used to provide hous-
2w remote areas of our nation. Thus, Rural Housing programs are
2-1on antiquated models that were discarded from urban housing
| zrams years ago because of their high cost and inefficient opera-
" Yot the FmHA programs have continued to receive annual fund-
22 »ith minimal review or modification. In 1977 the FmHA appeared
¢ v our Committee. The testimony shows that FmHA housing pro-
< had been unable to reach low income families in rural areas.
3 - evidence supported their advocacy of a new program cailed Home
Jerership Assistance Payments. Although HOAP was enacted, funds
s e never appropriated for this purpose. Despite the fact that
£\ has dufficulty in providing an accurate profile of the population
w.~i by its programs, it is abundantly clear that the agency is no
« "requipped to meet the needs of the poor than it was five years ago.
% problems are compounded by the diversity of the roles assumed by
& tmll A local officials. These officials are expected to provide hous-
2y awistance, as well as to make and service farm operating loans,
. ownership loans, community service loans, water and waste
g+ - und business and industry loans, and to conduct the inspections
o - sites. The obstacles in providing housing services in rural
e a1e significant enough to require a concentrated effort which is
Huted vy this diversity of responsibilities.
-t B of Title V therefore contains a restructuring of the rural
“¢ delivery system which the Committee finds necessary to
¥ expand the tlexibility of rural housing programs, multiply the
¢ tof Federal resources and enable these resources to aid the truly
2. in rural areas,

C U U : A : -+ vear, this Committee reco ynized that many state governments
million dollars. The Committee feels that by reinstating FFmii\ “wume increasingly active iiol economic and gommuligity develop-

a “lender of last resort”, the incentive to obtain credit fr(;l:l ;’!'L e sl that they have established the capacity to solve many of the
rather than a private lender has been diminished. If a lend:: il . voplons facing their non-urban areas. Last year the Con-
recelve guarantees for rural loans and is nobéonger in (11_11‘:::'1( "“‘ '.I-'{‘t r Mv'm.!\'nrso(l the state administration of HUD’s Community Devel-
tion with the FmHA office, the lender may be more inclin o nf:lll Cities Program. The inherent success of the new small
its activity to areas which it no(i'maﬁly does not gerv:‘.dcin ol b .ug; am lies in its ability to adapt to and serve specific state con-
. D lllrmg F %7 1982, F.IEIHA dma e flc?nff:l:“;: }?;lcoietinuati;:m o .t:_m“l“‘”';f\f;e(ltsz. tThlrt;y-_sevgzn states have seized the opportunity this
B Tt 98 Ry and e tenurge L contnnnt s o bt e e cEE

pxist:in y loans, especiall g:the interest credit contracts near «vps “umed as g C(I)llﬁ 1 iy t mfnt .1n Title V of this year’s Act has
b T%l Con 'Iéte hys rovided for the renewal of single fi txibility lp ementaty program and gives states the oppor-
'tl(i):g. t gredoirtnrlree?negts%ntered into before the enactment « ¢ & ‘-.un(litio;i‘s 2¥(thr e‘sou.rcesl t10 de_ve‘l e e onat, mect the
1111_ ris oredit g nts enfered into before the engebii\ 1 f i progeap i rural low income population in ways the
this Act, lt,o e reng:)vg ,mt" t eredit and rental nssistance o i :Jlu\\! § ﬁlﬁm cannot. The flexibility provided in this legisla-
authority to renew both interes C}I;e 1t a t entered into t- {4 i, “l ¢S to use creative approaches in designing effective
for all multifamily projects, if the contract was oeal delivery systems. The legislation will however require
A Tas G st 208 bility to provide credit in rirs! = Sy (han 5t hao ' 6rY 1o% ihcome persons in rural areas
@ 5 s demo \ts abL ty d'pt e ad county ofi-- S i el ® as 1n the past. To accomplish this very low

rough the existing network of state, district, % N at or below 50 percent of median income.

has been unable, however, to match this success in terms Of‘l ‘l”?:,\;: ;. 'pts behind this rural housing block grant praposal are.

. N P ) o1 “'l”) ; ]. ] . a 4 C
adequate housing for very low income families. For examp & "0 ' " - 'Md closely tied to the recommendations made in the
percent of the very low income rural households livin an-*"'I'”‘\ . {”i' I by the President’s C ommission on Housing, The Coss.
or inadequate housing can be expected to be assisted by ¥ = vls that;
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The housing credit programs of the Farmers Ho,
ministration should be cggducted without subsidy axxrllg ;}1(1;;
manner that encourages the development of private housing
credit Institutions in rural areas, gta,te and local progmmﬁ'
can be more flexible and responsive than Federal housing pmA-
duction programs. Therefore, the Commission believes thy
the appropriate way to meet housing supply problems js
through a block grant approach. Through a b{,ock grant a pl

roach, states would have maximum opportunity to design

ousing programs that meet their particular needs,

tr:;l;lim bhf)ct];l grant provides a permanent option to assume adinini
on of the program. In this way a state can determine whether §
has sufficient ¢apacity to fulfill the obligations of the Act. It is antic;
pated that most states will choose to administer this program
., For a state that chooses to participate in the block grant pm.gm‘
It may administer housing programs directly as a state program of
1t may distribute funds to general units of local government or othe
instrumentalities. To qualify to receive funds, states must deyilg
and publish a statement of housing objectives and projected v o
funds. The state must inform its citizens of the amount of fun:
available for proposed housing activities; publish a draft of ir- 11
gram for comment; and hold one or more public hearings on the jr
gram. After taking the views of citizens into consideration. n 1y
statement must be made available to the public and submittei
the FmHA. This must be accompanied by the certifications dvix:'s
in _the Section by Section analysis.
_ The Committee has avoided a cumbersome, highly detailed apyies
tion process and complicated public hearing requirement, by u-:
the criteria established in the CDBG Small Cities Program. il .«
ever, we are seriously concerned that the Secretary of Agricu’ .
monitor and evaluate the performance of states through wun:
reviews and evaluations. These evaluations must determine that - ¢
have carried out their programs in a timely manner, complicd - 1§
the objectives of the law and efficiently and effectively ({)isvhen:
their responsibilities,

Beyond the evaluation procedure described above, Section 3!l .=
302 of Title V of the U.S. Code gives all Secretaries the aut!s ’f
to issue rules and regulations for the programs under their jur-ix
tion. Therefore, the Secretary may issue any regulations which i 3
be necessary to facilitate the implementation of the block grant - **
ensure that the program is carried out properly. o

As mentioned earlier, a state may use its allocation for » *:
range of housing activities. Emphasis, however is placed on reb=i: 4
tion activities, as this will take advantage of the resources al:: %
invested in the existing housing stock. The lower cost of reliabt
tion versus new construction stretches resources in order v “%
a greater number of very low income persons needing assistam« °7
further the aim of serving the needs of low income families ”'f"’n' -
effective manner, rehabilitation activities will be given pit' "4
if they are carried out in conjunction with a Federal or state """ - g
assistance program. States may apply for a share of 10,000 N
for assistance payments, which will be provided through the 1™

5

In

H

“ o oof State fixe
<. which occur within rural areas include :

#ofF oy

SHorarine

19

-~ of Housing and Urban Development to distribute to residents
3 eible rural areas.
%, areas where there is an insufficient supply of existing low income
sng and low vacancy rates, the State may finance the construc-
- and purchase of modest single family homes or the construction
-ukifamily units. This financing must include manufactured hous-
- The State may also provide rental assistance for very low income
<. Section 526 gives a more extensive description of eligible
2 LIS,
~~tim 527 provides that block grant funds will be distributed by
o ecretary on the basis of an allocation formula which will be issued
2w form of a regulation no later than 60 days after the enactment
s act.
s tion 527 also requires that a State must “buy-in” to the rural hous-
i block grant. As in the Small Cities Program, the Committee
i 1+d this approach to encourage those States which have already
g on-trated an interest in providing housing services in rural areas
‘o discourage those whose only attraction is the availability of
.ral funds for building their own infrastructure,
the initial years of the block grant States may deduct up to 50%
¢+~ administrative costs, as long as this does not exceed 5 percent of
siheation received under the block grant. This allowance is made
A States will be capable of providing support activities such as

| assistance. It is our intention that this will ensure a smooth

T -nentation of the program in the State. The Committee expects
bee [ore that the need for this deduction will taper off as State capa-

mprove.

~ul. the State has to put up one dollar of cash for every ten re-
~from the Federal Government. This “hard match’ can take the
»feapital or operating funds but has to be spent in rural areas
o e vear that the Federal funds are obligated.

I percent of funds State cash match requirement is met by

- peraling appropriations or through State general obligation
_+tme honds the proceeds of which are used in any rural areas.
st be provided for direct State expenditures, grants, loans,

the con-

* -ub~idies, loan guarantees_and other assistance or b
and moving capital, Examples of such ex-

~#v.including but not limited to new construction, rehabilita-

| Mlerization, operating assistance to housing for low- and
" meome households, rent, or ownership assistance or sub-

ind and the improvement, repair and development of infra-

, leessary to provide or maintain housing for low- and
" eame households,

’;l:’:/ /;)fvfelopvnen;, including but not limited to infrastruc-
B R reets and highways, sidewalks, sewer treatment plants
e h ‘i_l treatment plants and lines, storm drainage, recreation
* Fetlities, open space, transit facilities and other public facili-
onjunction with the improvement of distressed areas

. ety i R
; MV tolow- and moderate-income households.

N ""”:. ';(f)f_ jes identified in the Housing and Community Devel-
el o 74 as amended, including relocation, planning, admin-
echnical assistance for such purposes.
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yrarded on the basis of the provisions in existing law. There will be
3million dollars available under the Self Help Development Land
7. .
“art C of Title V contains a provision for legislative veto which
s«forms with S. 1080, the Regulatory Reform Act of 1982, as passed
. the Senate this year.

“The committee ad}(,ied these provisions to insure that any regula-
= which are required to administer this Act conform to the intent
under this program will have to be distributed to rural areas, Not,; £1tw Committee and Congress. The consideration of a regulation
in the proposed bill requires some particular method or procedus. } W i the veto provision should not consume an unreasonable amount
distributing funds. Nor does the bill require that all rural areas rece;r, @ *  "nressional time or resources.

Finally, states are required to consult with local elected officials frog

rural areas in devising a procedure for distributing funds to 1y
areas. It is important to emphasize that all feders funds recey,

ever, the intent, of the consultation provision is to require that wiag Dy VI—Froop, Rrot, anp Crias INsurance

seek out, on a good-faith basis, the intended recipients for real invo)y.)

ment in devising a procedure. Consultation can take any form ih,
g working through state municipal associations developing t)

 [wle VI reauthorizes the Floor, Crime, and Riot insurance pro-
oo and provides additional funding for flood mapping studies.

veto power over any state proposal. But it behooves the state, fo, 14 SEOTION-BY-SEOTION ANavixsts
sake of equity, to involve local officials to the extent necessary to a5
a logical, appropriate and equitable process for using the fedrl
funds. States are free to develop whatever purposes and procedire
for dlstnbuymg. funds that state and local priorities dictate. YW hitisa
funds are distributed by formula or competitive process, or to ull g
only some of the eligible rural areas is clearly within the purview
the state abetted by the fruits of consultation with local officials. St
‘\:111 be responsible for overall administration of funds distriln.
FmHA’s role is limited to the reviews and audits described i s
posed Section 525(c). '
If the state does not participate in the block grant program, he s«
retary is authorized to allocate the amount of funds received undii '+.4
c(l)lfsérlbutmn formula to the State Farmers Home Adminisisu: s
ce.
The FmHA would be authorized to: design new programs; “piz.ys
back” grant funds onto existing programs; or contract ont to it €
local government, nonprofit organizations or any individual appr-.
by the Secretary, located within the state,
The Committee has authorized the Rural Housing Block (iran' s
a level of not more than 850 million dollars for each of the | oflon of
fiscal years: 1983, 1984, 1985, A three year authorization will ¥
states the ability to carry out long range planning activities in or ¥
to implement more effective far reaching programs. This am!: 7
zation figure which will be distributed in the form of 2 pure g
represents subsidy funds rather than budget authority, Theref &
neither the 1982 budget level nor the Administration’s budget ¥
* posal is comparable with the block grant figure. The authori/at &
1s based on the present value of the projected stream of subsily u-~
ciated with an estimated level of activity for fiscal year 1983 .( C
will be 23 million dollars available for Farm Labor Housing (ir:"2
during FY 83. States, nonprofit organizations, units of Jocal o+ =
ment and individuals may apply to the Farmers Home Adnnms:“
tion in order to receive grant funds. Mutual Self Help Grant- i:r
been funded at a level of 13 million dollars for FY 83 and wi!

TITLE I~-COMMUNITY AND NEIGHBORHOOD DEVELOPMENT

~~tion 101 provides basic authorization to the Secretary to make
* il rehabilitation and new construction grants to states and local
£ mments within a new Section 122 of the Community Develop-
At of 1974, Grants would be made available to help support the
e llitation of privately owned real property and in special cases,
- cnstriction of new rental units.
“tion 122(a) provides basic authority for the program. Provides
" nty for the Secretary to provide modified Section 8 certificates
w ms of government administering a rehabilitation or new con-
« en program. The certificates are provided to minimize the dis-
“oment problems often caused by rehabilitation projects, The
" tates are to be provided to families in buildings fo be rehabili-

saulincomes of less than 50 percent of the median income for the

L S

.. "Seeretary is expected to provide a rental assistance certificate
-,V rental unit to be assisted and to the extent that authority is
#: ible on the same basis for newly constructed units. However, the
- #rvshonld ensure that certificates are provided for rehabilitation
Ln hefore providing certificates on the basis of new construction

, .omion (a) (1) (C) provides basic authority for the Secretary
7, arants for new’ construction projects.
. "f““ (a) (g) authorizes $300,000,000 for 1983 with $30,000,000
. dor the Secretary to fund innovative programs, especially
," programs of rehabilitation or new construction that the
e }“H*rnungs cannot be effectively carried out within the fund-
" 1:,.""’”“ provided under Section 122(b) (1). One million dollars
r"‘ f‘ox'..thq Secretary to provide technical assistance to states
" ”' ‘\‘-‘“St in the development of rehabilitation programs that
o e effect of the federal funding, to improve local programs
T performance, and to develop the capacity of governments to

<

- n 6w
RPN I,
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effectively develop and administer s rogram of rehabilitation |y,
use of funds under this section is not limited to the provision of t,
nical assistance in connection with Section 122,

Subsection (2) (b) (1) provides for direct allocations of grant fung
to be made to cities o 100,000 or more in population and states }
formula. The formula composition, which 1s left to the Secrotarcy
discretion sh_a!l use as factors low income renter population, rey
market conditions, overcrowding of rental housing, the condition g
the rental housing stock. A state’s allocation shall be based on the o
factors for population not located in cities of more than 100,000 ay
In areas eligible for assistance under the Rural Housing Block (s
established in Title V.,

Subsection_ (b) §2) (A) authorizes the Secretary to establis), ity
mum allocations for direct allocations where g lesser amount, woyj
make a program infeasible. Where g, city does not receive an allocaticg
under this part its allocation shall be added to the state’s allocation,

Subsection (b) (2) (B) authorizes the Secretary to adjust allocatig
made pursuant to ‘Section (2) (b) (1) by 15 percent or below g
amount of the original allocation on the basis of the antee’s perforg
-ance 1n rehabilitating units that will rent at a leve that is below uy
.- payment standard for the area. The basis for the evaluation shali b
the extent to which 80 percent of the units rehabilitated meet the re

L. In any case a program of new construction is expected to be oper-
.+ within the constraints of a vearly grant allocation.

1o encourage innovation, full use of available funds, cffective
qwram administration, and performance, subsection (b) (3) (C)
L orizes the Secretary to make grant awards up to 120 percent of
llocation provided to a city under paragraph 1 to the extent that
we avallable. The Committee expects funds to be available
- eities and states do not choose to apply for funds or where
ations have been denied.

>isection (4) (A) gives the Secretary authority to limit alloca-
;- of modified” Section 8 certificates to the number of units to be
eoolitated by a city or a state. To the extent that authority for
ertivates is available the Secretary shall make those certificates
e uble on the basis of the number of units to be constructed under
w provisions of (d) (1).

sdeection (b) (4) (B) requires that all very low income tenants
g ildings to be rehabilitated under this program be offered assist-
ks nder the modified Section 8 certificate program. To the extent
{ wuilable authority, housing assistance may be provided to exist-
nants with incomes of 50 to 80 percent of area median income
¢+ diseretion of the local agency. In no case shall housing assist-
e he provided to families with incomes of more than 50 percent

standard for the area. ? dinnincome if the family was not a tenant in a building to be
he adjustment of a grantee’s allocation on the basis of progng o ihitated under this section.

performance is fundamenta-lly different from past housing program > tection (b) (5) requires each grantee to submit to the Secretary

Instead of requiring rents at an established level or other regulat = il performance report and the Secretary to review each grant-

controls’ t,he program uses an incentive systenl to encourssl & ;vrfurm:mce on an annual baSiS. Each gl'antee Sha“ be I'eVieWed

£54

~ peeformance in carrying out a program as described in its

Won, ats performance in carrying out activities in a timely
rand the use of funds in accordance with law.

- ~hates that distribute funds to local governments for adminis-

Yo the Seeretary shall review performance in terms of timely
mon.and the state’s review of local performance.

Secretary may adjust, reduce, or withdraw resources as ap-
e moaccordance with the findings of the reviews. Amounts
Jrome available through action under this section shall be re-
. \‘Lilil(tlllls Year in which they become available as determined
“""l_l‘?l} (b) (6) provides that funds that are not obligated in
70b Y are added to the amount to be allocated to all cities

"eeceding year,

L on () establishes the hasie requircments of the program.
_ E';;:’ll:;:flh:1ss;stance is limited to residential rental property in
o ll ntpf mmcome neighborhoods as chosen by the grantee. The
- \'w-tlm s shall meet, the housing quality standards estab-

. (-o:’tonf8: Subsgctlgn (c) (3) shall not exceed 50 percent

. f“iir\:lxn(:ing rehabilitation. However, in special circumstances
Tationy o costs and the nature of the project increase the
Cro sts substantially, the Secretary may approve assist-

Y percent of total development costs including the cost

- ‘"‘A,”y(:-

;.':_“'l””(“ ) (4) prohibits rental restrictions such as rent control

" Properties assisted under this program,

o
"«'
t

tion for the ecretary’s approval prior to the receipt of a grant. TH
application shall show evidence of the grantee’s capacity to undertay
& program, the financial feasibility of the program, the effect of th
program on neighborhood preservation, compliance with civil ri
and other applicable laws. The Committee intends the applicati
review and evaluation to judge an application on an overall ba-i-. &
application will meet the threshold requirements or it will be rejw te
But the Committee expects the burden of proof for rejection to 1+
the Secretarﬁ'. , . :
Because the principal purpose of this section is to make grant-
the rehabilitation of rental housing, the Committee intends mo-t it
programs to rehabilitate housing. f{owever,. the Committee recognt
that in some areas new construction may be a desirable component y
community development, program. Because new construction i- 7*‘;
an exception to the normal program, an application is requir
demonstrate the special conditions that make a program of nev <4
struction reasonable for that area. Specifically, subsection (b) 32
requires that the Secretary find that an area is experiencing « =
shortage of rental housing, that it has extremely low vacancy raf
and that a program of other than rehabilitation Is needed to 1}
rental opportunities, or to advance a neighborhood preservation ;.
Thus a city or state is expected to administer a program of “’h\“ .
tion except under special circumstances as determined by the =%

A
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- ~ibsection (d) (4) authorizes mortgages on projects assisted under
. ection to be insured under the National Housing Act.
" ~ibxection (d) (5) (A) requires that rents for units to be maintained
3 " income occupancy be approved by the grantee and that those
L+~ meet the requirements of the U.S. Housing Act of 1937.
sabzection (d) (5) (B) provides that rents submitted for approval
oo () (5) (A) will be deemed to be approved if the grantee has not
g | within 60 days, It further provides that a grantee cannot place
= etions on any of the rents for units not maintained for occupancy
2+ income families under subparagraphs (A) and (B).
sirection  (e) (1) authorizes states to administer grants not
¢y administered by cities under subsection (b) (2) (A). A state’s
.10 ~hall be used for areas not administering their own grants and
& weas not eligible for assistance under the rural block grant estab-
w -l under part B of the National Rural Housing Act. Under this
oo 4 state may administer its own program or distribute resources
2o aible local governments. :
>msection (e) (2) makes the state run program optional with HUD
& mstering the resources where states choose not to administer a
e rram,
> Ivction (f) requires the Secretary to establish regulations gov-
- ¢ relocation payments and standards.
s tection (g) prohibits the use of any federal funds under this
- ciam for the payment of administrative expenses.
~nection (h) (1) requires the Sccretary to establish which support
il historic preservation objectives by requiring rehabilitation
o sould meet historic preservation standards for historic buildings
b providing the Advisory Council on Historic Preservation is af-
¢ L opportunity to comment.
S i~ection (h) (2) exempts projects from NEPA requirements be-
- hose required under the CDBG Act,
'~etion (i) defines grantee for this program to be equivalent to
“uof the term in the CDBG Act of 1974.
“""" 1on (J 1())?5 ;uthorizes $4,196,000,000 for the CDBG Act of 1974
A vear 1983,
~tion (¢) limits obligations under the Section 108 loan guaran-
i 1o $225,000,000 for fiscal year 1983.
L, Hons (d), (e), (f), and (g) makes conforming amendments
“ hanges contained in this section.
L rhoen () provides: In the case of a mortgage insured under
" *{;'j( f) of the National Housing Act on a property which is
¢ " for rental rehab grants, Section 244 National Housing Act
. emay include provisions that—
B ‘“'Hf ance 'bun.eﬁts equal the sum of (A) 90% of the mortgage on
"H‘l" (,]f'lr{,lxt“tl.on of foreclospre procedings (or on the date of
S ¢ p;operty otherwise after default), and (B) 90% of
g \"'l"t('l s 0(1)1 t;v}e date benefits are paid; (2) the mortgagee remit
b, 1 ‘"_"(Ig i 0% of any p’roceeds of the property, including sale
g 1l(tz}mortga.gee s actual and reasonable costs related to
— l.m‘(l « the enforcement of security ; and (3) payment of
Ade e cagh, unless the mortgagee submits a written re-

Subsection (c) (5) prohibits discrimination against families p |
celving rental assistance by owners of units assisted under thiy]
program, {

Subsection (c) (6) requires that to the maximum extent Practical,}
that borrowers ‘shall be personally liable. However, this provisie:
may be waived in cases where the Secretary determines that ¢,
application of this requirement will unduly restrict the use of thel
program, where there are projects involving new construction, wiy.,]
syndication will allow greater leverage of private funds, and in oty
cases where the Secretary determines that personal Liability is p
practicable.

Subsection (d) (1) establishes the requirements for programs whigy
include new construction or rehabilitation which is so costl Voas g
be comparable to new construction. Cities are permitted to develgy
programs which include new construction provided that the Secrvig
approves the program and the program can be carried out wik
the amount of the allocation for that city. It is expected that mog
cities will not utilize this authority. But where a city chooses to hui
new units, that city will be expected to build those units within th
constraints of its annual allocation of funds and within the me
restrictive rules contained in Section (d) (2).

Subsection (d)(2) (A) requires an owner of a newly constrite
project to enter into agreements to assure compliance with all 1uls
and restrictions of the program and to agree to such condition-

may be required to assure financial feasibility. .
Subsection (d) (2) (B) requires that a newly constructed pioja
must maintain 25 percent of the units constructed in occupaney
available for occupancy by very low income families for 10 youn
This requirement is in direct contrast to the requirement in the rey il
rehabilitation program where low income occu ancy is a perf T
goal which has an effect on subsequent grants. In the new constr
program, low income occupancy is a mandated requirement. N
Subsection (d) (2) (C) requires an owner to pass on to tenants s
tion in costs due to the assistance provided. It prohibits an owner fra
refusing to rent to a family solely because the family is recers
rental assistance. It also prohibits an owner from converting u s
project to condominium ownership unless the low income oceupes3
requirements of (d) (2) (B) continue to be met. ]
ubsection (d) (2) (D) _establishes additional requn‘e_merln:
limit total mortgage principal amounts to the limits containe: _m\.
tion 207 of the Igational Housing Act. It also establishes author: f
a grantee to require additional interest rate and other conditi~
projects. . o
Subsection (d) (2) (E) requires that a new constructior -'}.rf
must contain five or more units and must be used for resk
urposes. . "

P SIl)lbsection (d) (3) (A) requires an owner of a project to lt,! e

assistance received under this section plus interest if the 0\\0111 iy

continually meet the requirements of this section for] _1] m.} gy

(d) (3) (B) the authority of the previous section is establish

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

Subsection (i) provides: In the case of any purchase or refinancing §
of a property eligible for rental rehab grants under Section 223 (f) of
the National Housing, Secretary may—(A) include rehabilitation
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 subordinateg }
liens securing up to the full amount of mortgage financing provided §
by State or local governments or agencies thereof; and (C) pay bene. 1
fits in cash unless the mortgagee submits a written request for dehen. {
ture payment. (sec. 7(b)) '

Subsection g) makes conforming amendments in accordance witk
the foregoing Section. '

Urban homesteading

Section 102(a) provides authorizations of $12,000,000 for 198 and
such sums as may be necessary for 1984.

Section 102 (b) amends several sections of the Urban Homesteading:
Act to allow properties to be transferred at greater than no co:t ta
allow more valuable properties to be used within this program thaxz
were available previously. It also provides that in those cases wheree
locality receives more compensation for a property than it paid tiz
Federal Government, 50 percent of the excess payment must bw ne
turned to the Federal Government.

Subsection (c¢) provides authority for the Secretary to demon-t1.it
a program of multifamily homesteading under this section. 1

Subsection (i) provides new authority for the Secretary to expen-
ment with the use of modified section 8 certificates to be used in vz
nection with the Urban Homesteading program to help low inin;
families purchase homes. The Committee is eager to explore the f s
ibility OP using section 8 certificates to advance homeownorslnp‘ frz
very low income families, especially within the context of el
tated urban homesteading properties. The Secretary 1s authorizet t-g
utilize $4,400,000 under this section. '

Repealers

Section 103(&1?‘(51) and (2) provides for the repeal of the sccti ™)
" Rehabilitation Loan program with the exception of those 1)10\11‘- ¥
concerning the creation and use of the program’s revolving { \{};' -
Subsection (b) repeals the Surplus Land Program contmr}( o~
tion 414 of the Housing and Urban Development Act of 191(:3:): S
414 permits the General Services Administration to trans f]]t'm' i
Federal real property to HUD and the Department of Agrcllul o
sale or lease at fair value for use of predominantly low- and
income housing. ) . ald 1o
In addition to repealing section 414, this proposal WQ% i i
HUD and FmHA to dispose of surplus property within 1 t ‘ e
the effective date of this Act if either Secretary had requ’%shit . -
transfer the land prior to the effective date of this Act. e 18
sary to assure that adequate time is afforded the Secretaru(:‘::m(‘”t o
processing of projects in the pipeline at the time of ena

1983 legislation.

<ubsection (c) repeals provisions of the Urban Renewal, Open Space
tanl and Neighborhood Facilities Programs in order to reduce Fed-
ol involvenient in decisions which are more appropriately made at
A local level.

Paragraph (1) of subsection (¢) would repeal section 106 (g) of the
gu-ing Act of 1949. This provision requires localities to obtain a
»aeient housing study before an Uvrban Renewal Plan can provide
: - the construction of hotels or other transient housing in the Urban
newal avea. The study is to assure that there is a need for this type
¢ ousing in the area. This requirement would be deleted, since the
»w~ion concerning whether to permit transient housing is one that
2 1l be made by local authorities who are most familiar with local
..:ng and marketing conditions.

Pangraphs (2) and (3) of subsection (¢) would eliminate provi-
.-« in the Open Space Land and Neighborhood Facilities Programs
v -h prohibit the conversion of land or property obtained with as-
£+ mee under the programs for uses other than those intended at the
k-« the grant was made, without prior Federal approval. These
Snpes would give the locality complete discretion in determining
L. ppropriate use of its land or property, and would thereby pro-

e effort to decentralize the decision-making process and speed
5 ~turn to local control. The locality in which the land and/or prop-
e 1~ ituated is best able to determine what is the most appropriate
wof 1ts resources and whether or not a conversion to another use is
e wstent with its needs and objectives.
| ~;ific provisions to be repealed include;;

Section 703(d) of the Housing and Urban Development Act
»f 1965, This authority prohibits the Secretary from approving
+eonversion in the use of neighborhood facilities during a 20-year
j~rioil following the grant, unless HUD finds that the conversion
~ i accordance with the then-applicable program of health,
“+ieational, social, or similar community services in the area, and
- onsistent with comﬁrehensive planning for the development

“the community in which the facility is located.

_Section 704 of the Housing Act of 1961. This provision allows

‘e ~eeretary to approve a conversion of open space land to other
siposes only where HUD finds that (1) there is other com-
-:":Ihh* land available for substitution; (2) it is needed for

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

" 1prehensive plan for the urban area.

. 'j-"' second sentence of Section 706 of the Housing Act of 1961,

, “'_‘iL”f‘"‘S the HUD Secretary general authority to deny ap-

. Iil .l; the conversion of land for which a grant was made to
‘'t inferests to guide future urban development.

TITLE II—HOUSING ASSISTANCE PROGRAMS
e . “ta). The current requirements regarding allocations of
' H‘"“;”ll’(‘- contained in Section 213(d) of The Housing and
" tvelopment Act of 1974 are modified to require that the
..r,".”.“(':ltlon formula be specifically established by regula-
aiv share” distribution will apply to Section 202 elderly
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housing loans, any modified certificates that aren’t linked with tx

rental rehabilitation and construction program or with formeriyd
assisted units, and any other new funds that become available undes8
housing assistance programs. ) . 4

Existing provisions are retained which require that a) allocar
funds first be made available for other areas in the state before rvali. 3
cation to another state and b) HUD must accommodate the der
of state and local governments regarding the type of housing
sistance, subject to the limits of total available funds. Under t e
provisions the use of recaptured or deobligated funds would fu!liw]
this procedure: first, the state or locality with the original alloeatics
could choose to use the funds for another type of housing assi-tai.u
such as modified certificates, second, if the o.rlglna] locality coulind
obligate the funds, then other parts of the original state could che..g
to use them for any legal type of housing assistance, finally. if 'ts
Secretary determines that the funds can’t be used in the same .2y
during the fiscal year, then funds could be made available in anoiuig
state. The Committee intends that recaptured, deobligated, or .
appropriated funds be committed by the end of the fiscal year - '8
Secretary should set clear deadlines by which states and localitic. v
decide the type of housing assistance desired and by which funds 1§
be obligated in a state before losing them to another state.

This section of the bill also replaces the current set aside f s
metropolitan areas of between 20 and 25 percent of each year’s {1~
A set-aside assistance under the modified certificate progran: i-
quired for up to 10,000 units for use with the rural housing blovh ¢r
or to replace rental assistance payments under existing contr: '- 4
the Secretary of Agriculture sees fit. o

Section 201(b). Authorization limitations for new reserval: «
housing assistance in F'Y 1983 are set at $7.22 billion budget n‘-nh‘.- 4
and $582.2 million annual contributions contract authority. ! e
total annual contributions funds no more than $30.5 ml]hqn‘k!; v
used for the Section 8 existing housing program, $301.4 m s
the modified certificate program, $144.2 million for Section 8 ]n-l.v. o
struction amendments, or additional elderly units ﬁm\m] o P
loans, and $106 million for public housing amendments, mot ;1“‘\{ 1t
demolition, or disposition. All of these funds are expecf?( N
to be available from deobligations and recaptures. The
authorizes new appropriations if necessary. o

Section 202. The new modified certificate program 13 =1 .
in this section through several specific amendments to So(‘t1 !”‘H“ i
Section 202(a) amends Section 8(b) of the United St‘f‘l ("“\ Ly
Act of 1937 to permit, under Annual Contributions Contt J'(t h
executed after enactment of the Housing and Corr}m\m; Y e
ment Amendments of 1982, assistance c‘:'ontract,s. using ?.“'m[_ .
ment standard for family-selected existing housing. It = o
that all new ACC’s providing Section 8 Existing HO"-": B
after fiscal year 1982 will he under the modified program- .,

. diority formerly contained in Section 8(d) have been merged into
.i~ection (¢) as well. Thus, subsection (8)(d), completely revised,
It describe the new modified certificate program as a component
i ihe Section 8 Existing Housing Assistance Program.
[wee minor changes in Section 8(c¢) are proposed. First, fair
wket rents must be established on the basis of a formula contained
b -1 regulation prescribed by the Secretary within 60 days of the bill’s
. wiment. This procedure will ensure that the type of housing units,
1~ ata sources, and other factors used in determining fair market
<+t~ are reviewed by Congress and the public. The Committee ex-
wi~the procedure for determining fair market rents to reflect actual
l.ul rents for different sized housing units rather than make an
 -nary percentage adjustment from the average local rent. Sec-
. 4lv. this subsection clarifies that the 90 day notice by the owner
. the tenant of possible rent increases after contract expiration ap-
5 -~ only to new and sub rehab projects, as clearly stated in the
«- ference Report on the 1981 Act. Finally, tenant selection policies
«~ mnilified by adding a new preference for families who are paying

«

2. than ¥ their income for rent.
~+tion 202 ( (cé)l) establishes the modified certificate program in a
Seetion 8(d).
!~ new subsection (d) (1) requires the Secretary to establish pay-
et standards (based on dwelling size and type) for different market
w-r.and to use these standards to determine the monthly assistance

o

“. Payment standard levels must be designed so as to assist fami-
© o seeuring decent, safe and sanitary housing and include an
+ .t for utilities. The payments must be based on a formula in a
~oewhon preseribed by HUD within 60 days after enactment and the
- slvmust exclude the rents from substandard units. This regula-
o f:‘l‘mi\-ih_lre will provide an opportunity for review of the same
L "~ ndicated in the discussion of fair market rents under Section
. :.}lv urthermore, the Committee accepts the soundness of the basic
’ e of setting a payment standard and providing recipients with
'? rvhoice of housing than is currently possible under the Section 8
o, ”.wm 1s evidence that under the Experimental Housing
L P'rogram rents tended to be lower than under the Section 8
o ;:‘ I];' :])%:ra_m, and that, although rents clustered around the stand-
e ;lfl§1‘a11 number of EHAP participants paid either higher
- i\l!\(\,l( 5 The Committee is concerned, however, at testimony that
S ' §t:1r_1dal.~d tentatively proposed by HUD will be so low
c ‘5:; nts will, in fact, have no option but to pay more than the
o !)‘]fl:ffl%'f:& The standards adopted by HUD should be ade-
e vide reasonable housing choice to recipients without
b o l\ m to exceed the statutory tenant contribution.
S 'r‘m‘“‘ ction 8(d) (2) sets out the basic formula for
;- e paid to a family under the modified certifi

e Ml sets the monthly assistance

Lt

determining
cate program.

: modif A . e Ty ! payment at the amount by
“project-based” Existine Housing subsidies in connect_lgl;”‘: -u'fjln\a'\ (‘Igel':‘t standard exceeds 30 percent of the family’s
Supplement, Section 236 RAP and Section 23 Convers - come. However, this for

AN
Sertion 202(b) amends Section 8(c) to retain most gi::L s
of the current Section 8 program authority, but 85I

E#,

S AN v mula is subject to a “mini-
by ‘:mgltlmtrl)\e Thtz uslsxstance Ppayment also may not exceed the
S for i ctual rental (i.e. rent to the owner plus the

les) exceeds the greater of 10 percent of familv
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ssistance payments must be paid for from these additional funds
plis any funds ‘which become available because of families dropping
et of the program. Funds not needed for adjustments can be used by
the PHA for aiding additional families,

section 8(j) of the United States Housing Act of 1937, authorizing
geein] terms and conditions for section 8 assistance to families rent-
ne manufactured homes and spaces or manufactured home spaces, is
s revised to accommodate a certificate program for such units.

section 202 (e) exempts the establishment of the specific amounts for
fur market rents or payment standards from Congressional review
groeedures. The Committee believes that formal Congressional and
7iblic review of the formula and methodology for determining rents
s uflicient to allow the particular figures to merely be published in the
Fuleral Register. 1

Nietion £03. This section makes changes in the 1937 Act and in the
grvlual implementation provisions of the Omnibus Budget Reconcili-
won Act of 1981 occasioned by the new modified certificate program.

In203(a) the requirement for annual review of family income has
s-nmoved from section 8(c) (3) to section 3(a) of the Act, to make
¢- aune annual recertification requirement applicable to both the
;mnt section 8 authorities and the new modified section 8 program.
Yo the rent payment formula in section 3(a) of the Act is revised to
imwide that the 3(a) formula does not apply to “rents” paid by cer-
wate holders under the modified section 8 Existing Housing Pro-
zun. (A similar, but not identical formula for determining assistance
#l under the modified program is set out separately in the revised
#um 8(d) (2) of the 1937 Act.) Certificate holders under the modi-
S program will pay “rent” at levels higher or lower than those pro-
“il for in 8(a), depending upon the price of housing selected by
=~ families and the amount of subsidy produced by application of
= payment standard formaula,
ection 208 (b)), section 3 (b) of the Act is amended to clarify that
= ~crefary may establish income ceilings higher or lower than 50
#~ent of median on the basis of the Secretary’s findings that such
A%unons are necessary because of unusually high or low family in-

Subsection (d) (5) limits payments for vacant units to the month The Secrepqry already has this adjustment authority for estab-
during which the tenant leaves the unit. . ) o ‘lL'.u[lcome celh_ngs higher or lower than 80 percent of median, and
Under subsection (d) (6), contracts with a public housing ﬂ;ﬂ‘f“.?x" . para le authority at 50 percent of median is appropriate, espe-

" to administer the modified certificate program would be for an unnml w“.‘}m'l}ght of the continued shift of emphasis toward assistance for

term of five years. PHA’s would be required to inspect a unit se]oclh' " ﬁ“.-.mcome families. ) ) .

for occupancy by a family holding a certificate, to determine that 'l‘&, i ¢ “)(3110293(c), the Secretary is required to exclude medical costs

unit met housing quality standards set by HTUD before any assxsfﬂ--b . eed d percent of gross income in determining the adjusted in-
payment could be made. Thereafter, the PHA is required to m#

! # of elderly families. This requirement is the same as in current
annual or more frequent housing quality inspections. If & dWi‘:‘]'g
unit failed inspection, no assistance payment could be made uni$

*-tions,
’ he " tion 203(d) modifies the requirement for a minimum rent equal
the failure was promptly corrected and the PHA verified | ’
correction. ™

o “Shelter allowance” portion of public assistance grants. Cur-
>' ¥ this applies only if the State specifically designates a shelter

Under subsection (d)(7) public housing agencies are allo(‘)vm
increase the assistance payments twice during the 5 year ¢ ;.

+, "nce and adjusts the allowance based on the family’s actual hous-
'1C ir~
period to assure continued affordability. Under the annual con be

. “'}“ With the modifications in the bill, a minimum rent will be
i . >hed for all public assistance recipients either as the amount
butions contract the PHA receives 10 percent more funds g“;g‘
estimated assistance needs in the first year. Any adjustmen

income or the welfare shelter component which is described more fully
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.., at or below 50 percent of aren
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 Hous-
ing in an effort to assure that the limited number of certificates
and other assistance which can be made available under current .
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 displacement.
Subsection (d) (4) would authorize the Secretary to override the
normally applicable preference criteria in order to use annual coniri- ;
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 Section
8 program, (2) eligible families occupying units in formerly assisied
projects acquired by the Secretary, or (3) families in units being
.rehabilitated under the Rental Rehabilitation and Development
Program.

: :med by the State o, if the State doesn’t make a designation, as
“ount identified by the Secretary (but no more than 30 percent).



32 33

In either case the Secretary can prescribe adjustments to the minimug
« P P s 18
“shelter allowance” rent to avoid excessive burden on families rece
ing public assistance,

Section 203(e) and (f) amends the provisions of Section 222 (i
of the Omnibus Budget Reconciliation Act of 1981 which give thel
Secretary discretion to gradually phase-in the rent increases {from, 3
25 to 30 percent of adjusted income) for tenants receiving assistang §
when that Act was enacted. Rent increases resulting from this Phise. 3
in and from changes in Federal laws of regulations dealing wi} 8
what benefits can be “counted” as income for housing assictane
purposes are limited by this provision to 10 percent a year. ,

Subsection (e) of this Section provides for the gradual phase.is]
of rent increases caused by the shift to a payment standard-basg:
modified certificate program and extends the gradual phase-in featiped
of the 1981 Act to tenants occupying assisted housing at or befar
the time regulations implementing the modified certificate progragy
become effective. This subsection also applies the 10 percent annf
limit on rent increases to increases arising from regulations. '

. The provisions require the Secretary to assure that no familv g
sisted at the time the modified certificate amendments are implemenzed
would experience an increase in rent or contribution, as appropriate,
greater than 10 percent in any 12-month period, if that increase wem
attributable to (1) percentage-of-income increases mandated v tha
Omnibus Budget Reconciliation Act of 1981; (2) modified certifi-ate
program amendments in this bill and (3) any other provision off
Federal law or regulation unless the increase comes from incres
in income unrelated to the amendments, laws, or regulation<. Arg
combination of these factors—which would otherwise cause a fam:iy'4
statutory contribution toward the cost of assisted housing to inr s
by more than 10 percent a year—would be limited to 10 percent e#
year. In addition, the amendments would apply these gradual il
mentation provisions to the determination of a family’s contribut 8
under the new modified certificate program. Tenants who wen o

occupving assisted housing at the time the modified cerntifis
amendments are implemented would be subject to immediate rent | N
ment or contribution determinations in accordance with apphfi'
law, with no “phase in”. However, any such tenant who was o
ing assisted housing at the time of a (future) change in Feder
redefining which governmental benefits are required to or may Iv
sidered as income would have the effect of such a change in law @
ited by a 10 percent cap. . L

Subsection (f) repeals Section 322(i) of the Omnibus Recon. kg
tion Act because it is replaced by the provisions of Subsection i¢3
described above. -

Section 204(a) (1) and (2) amends Section 9(c) of the s*;‘-' :
Housing Act authorizing a three year appropriation of §4.20 ‘i'x"

for operating subsidies of which $50 million each year will be ava o el e

for special assistance to PHA'’s envisioned by the new sub?“tc"l”?ﬂ; k¢ TH [‘i ""} Who are required to be served by the Act,low rent collec-

(3). Subsection (a) (3) specifies that the amo'lﬂlts apl;;og‘f:;]:‘hl.x oy 2 o r;"i'fllll-t i‘:nd, whether designation of the agency as a Tier B

three year Kerlod for operating subsidies will rema i Tt e s cOTTeCt1on of the condition or conditions. These

expended. After the $150 million is set aside for purposes of ¢ "axXimum extent possible, should be objectively meas-

TR | on ¢ - . . . .
. iantitative or qualitative analysis of the conditions

[;-¢1(3), the balance of the operating subsidies fund should be divided
w three parts for the purpose of establishing annual allotment
.~ounts. The Committee intends that this division occur in a manner
-t inereases the amount of each successive year’s allotment. Specifi-
2y, the Secretary would use 3014 percent of the available appropria-
~n i fiscal year 1983, 8314 percent in fiscal year 1984 and 8614
-oont in fiscal year 1985, thus building-in a modest increase each year
=he amount of operating subsidy funds distributed.

Stion 204(b) amends Section 9(a) of the National Housing Act to
 sonire the Secretary to establish a formula for distribution of the
- riting subsidies to PHA’s, and to propose the formula as a regula-
- z.not more than 60 days after the date of enactment of this bill. Tt
1 pives the Secretary new authority to enter into contracts with
gpropriate organizations (governmental or nongovernmental) to
;'n—.rh%o technical assistance and other services to PHA’s on behalf of
w ~ecretary. This section also prohibits the Secretary from making
v hanges, revisions or amendments of the formula or standards for
£4sibution of the operating assistance applicable to individual
ZH\’s which are under one or three year contracts with the Secretary
¢ the provisions of the new Section 9(e) of the National Housing
4+ The provision also specifically prohibits the Secretary from re-
&g the amount of operating subsidies payable to a PHA except
3 the PHA’s allowable reserve would otherwise exceed 50 percent
4 2« operating budget. This provision is intended to increase the
=27l incentive for a PHA to realize cost savings in management or
2 “ferations, such as reduction of utility consumption rates, improve-
&= in eash management, and any other action which reduces the cost
& temtions. This provision further prohibits the reduction of oper-

*r wibsidies for individual PHA’s due to unavailability of funds
: “:{"L’ vather, that all agencies would take an across-the-board
= stion,

gahon 204 (¢) creates a new Section 9 (e) deregulating the majority
!(.\ < which experience no significant management, operation, or
¥ s physieal condition problems but also increasing the authority
¢ v weeretary to directly assist authorities which are experiencing
= ;-'mlnlmns.m-crc(.)me them and be moved to a deregulated status.
.. ;l’;‘l";fl‘xllphsh this, two categories of Public Housing Authorities
5 .ab l.‘j ied, Tier A and Tier B. A PHA may select, by submission
_'PPhieation, designation as either a Tier A or Tier B agency.
_imption is made that a PHA is a Tier A agency unless it elects
P hier Bagency or the Secretary finds that it should be a Tier B

s

L ‘)Y«fi; “"‘::)lgi;rl tl‘le appropriateness of a PHA’s election, the Secre-
4 sy, .xﬁ,.;h«h(i:; ]the existence of such conditions as continuing
s s 1 e've]s of utility consumption, wages or other oper-
= o (;f q(}luacy of pro;;eqt security or maintenance, physical

. AN agency’s projects, excessive vacancies, failure to
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The Committee intends that the administration of these provisiny -
be neutral as to assignment of fault (except where laws or regulatiorg
are clearly broken or require punitive action). The purpose of the
Tier B designation is singular—to bring additional resources, super. -
vision and incentives to bear on correcting problems or conditiong
which prevent an agency from being designated Tier A. :
To receive designation, a PHA must submit an application or in {or.
mation when, and in the form required by the Secretary except that ti,
Secretary is expected to take into account the timing of the f?sca] Yeary
of the local agencies. T
Once an application is submitted, it is deemed approved unless (ks
Secretary disapproves it within 75 days of submission. The Secretary
must begin distributing operating assistance to PHA’s within 60 das,
after approval of applications, whether a PHA is a Tier A or Tier B
agency. ‘ '
Once designation is completed, the Secretary enters into a contrea
with the individual’s PHA’s. In the case of Tier A agencies, the Secrs.
tary enters into a three year contract. The terms of the contract wit
Tier A agencies require that: they submit data annually to penr:.
the Secretary to determine that an agency continues to be in comy.t-
ance with the contract and the law and applicable regulations: tis
contract may be terminated and an agency reclassified to Tier I! i
it 1s not in compliance with the contract ; agencies be permitted mux.
mum flexibility to establish and implement, at the local level, its owt
management, financial and operating procedures; agencies adequat: s
maintain the physical condition of housing projects, serve the houe
holds required to be served by the NHA and meets other requireme: 4
of this Act governing the operation of lower income housing projn »
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 NHA. They do, however. conte'
plate effective monitoring, review and performance evaluation or &
annual basis, not only as to compliance with the terms of the contr:2t
but most importantly to ascertain that conditions which permire;
designation as a Tier A agency have not changed. ‘
Tier B agencies enter into a one year contract with the Secreiary
The contract emphasizes correcting those conditions which I &
Tier B designation and in order to permit the agency’s designafio" &
a Tier A agency. The Committee clearly intends that designati~ &
a Tier B agency not be deemed a punitive action. The Secretart #
given authority to involve himself directly in the management or ‘,"f,’f
ation of the “B” agency in order to expedite the correction v 4
adverse conditions which exist in that agency. The Secretary %
ever, is expected to exercise prudent restraint when intervening. ' -
gress does not expect nor authorize the Secretary to become .y
operator of the agency nor substitute for a local agencys P™ -
making board.
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puring the period of the one year contract, the PHA retains its
.cuing subsidy allocation. But the Secretary may increase or with-

ap to 15 percent of the amount as an incentive to achieve the
enumerated in the contract. It is important to note here that a

T3\ is always entitled to its allocation of funds under the formula

iihed by the Secretary. Each PHA is treated as if that allocation
us in place for a full three year period. Thus, if an agency
mted initially as a Tier B agency becomes a Tier A agency, its

< wion “travels” with it and vice versa.
Wwien the Secretary decides to increase a Tier B agency’s alloca-
« tv up to 15 percent as an incentive, the extra funds are drawn

the 50 million per year fund established under subsection (a).

3 - the Secretary withholds up to 15 percent of an agency’s allo-
g0, that amount returns to the credit of the PHA and may be paid

ek

P\ as the contractual agreement provides. )
- 80 million fund is also to be used by the Secretary in meeting
linary needs identified as subject to correction by the contract.

mtended that these funds to be used where the resources normally

Do to a PHA do not meet the expenses of correcting a specific
<mor effecting a needed management improvement.

div. the $50 million fund may be used to provide technical
it ton PITA to meet the goals established in the agency’s Tier B
1. The Secretary may use either JIUD personnel for this pur-
rmay employ persons outside the government who have the pro-

~eab and technical expertisc necessary to act in the Secretary’s

ke Tier A contracts, the one year Tier B contracts provide for:
mwees and commitments from the PHA to achieve specific man-
“ unprovements or mitigation of extraordinary needs neces-
“ become a Tier A agency; the direct involvement of the
“avoas required, in the agency’s management and operations to
-vt the goals set out in the contract.

- Beantracts can be extended for an additional year if the goals

"1 the initial contract, are not meet. However, the purpose of
“itracts as to convert the PHA to Tier A status as soon as

Lo Anew Section 17 is added to the U.S. Housing Act of
C athorize approval by the HUD Secretary of demolition and

"onof pubic housing. Demolition or disposition is now allowed
+ i the context of a complete plan and HUD funding for com-

“\) : P improvements to all projects managed by a PIA.

“Zas a short
- th ever
“ hiongn
. ~}"Hn‘i1-

age of low rent housing persists, the Committee
y eftort should be made to retain the present stock
£. However, some public housing buildings are so
condition, location, or other factors that no feasible
SR ation can return the building to useful life. The bill
B ’h(\‘“? reasonable and workable restrictions which never-
SR ‘('on;!ol_ltlon and/or disposition of public housing proj-
] ““*'!‘:ftl ;‘0 . if there is no reasonable or viable alternative to
b “']ﬂnl(l )ilck to useful life. If the condition of the project is
it o e less expensive to demolish and replace it than to
+or1f the location is such as to preclude residential use,
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or the density is so high that the ? in
Secretary may approve of demolition provided families to be dj:. §
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 pubhic ¥
housing project, the Secretary can approve the application only if (a) 3
there has been consultation with displaced families and local govern. ]

| 37
roject should be thinned out”. tj 3 , nevotiated or competitive basis will continue to be available for the
b _tion 202 program provided selection of contractors on a negotiated
| .-is is demonstrably more cost efficient than competitive bidding in
. individual cirecumstance. This policy has been in effect since re-
E . horization of the Housing and Community Development Act of
STk '
The Committee supports the popular and workable Section 202

. : N “n the best inter j .-wram. Tt has been and will continue to be helpful in meeting the
g;egﬁeo?;(;:ist’s (bt;)c;szzn;;o:d%feﬁgec%f::?eg};ristﬁgtsg;rOSn ;}SI': ":lt]‘:'i‘(‘): - 1. of the constantly growing clderly portion of our population.
better opportunities for a more eﬂ"ect,iveg or efficient lower incogme hous. J§ L BTOVESIONS of the Committec bill ate designed to proserve those

squetx of current program operation deemed essential to ongoing,
L .cox<ful program performance while we search for longer range
~tions to the high cost of 202 projects. We are supportive of the
coed i nssure that Section 202 units are * * *,

vution. 809. This section repeals the numerous references to new
- truetion and substantial rehabilitation contained in the public
oning and Section 8 program authorities. These costly forms of
E s-~tance for rehabilitation and new construction have been replaced
f i+ the Rental Rehabilitation and Development Grants for urban areas
» [ by the Rural Housing Block Grants for rural areas. The new
o <truction authorities are retained, however, for obligations made
e fiseal year 1983 and for elderly housing projects financed with
~ tnon 202 loans.

otion 210, This section establishes a new procedure for handling
b .y allowances to avoid “negative rent” payments from PHA’s to
L i< in apartments with individual utility metering. Under this

* procedure the PHA will pay the utility company on behalf of

tnant. The PHA will collect the required rent from the tenant
¢ -any excess utility charges beyond the utility allowance.

“tiod 211, This section repeals a provision in the Omnibus Rec-
- lation Act of 1981 which would have allowed states to reduce
A*DC wvants for households receiving housing subsidies.

ing project, and (c) the proceeds of the disposition will be set asidc |
to retire outstanding bonds and any extra proceeds used by the P11\
to improve other public housing projects, to provide assistance under
Section 8, or develop other pul%lic housing opportunities, .

Section 206 —This section prevents HU% from contracting with the
Federal Financing Bank to make interest differential payments in con-
nection with FFB financing of tax exempt public housing loans, Thee
loans would thus continue to be sold in the tax exempt securnes
market.

Section 207 —Would amend Section 201 of the Housing and Cou-
munity Development Amendments of 1978 to delete the Secretary’s
discretionary authority to provide operating subsidies under Scciie
201 to troubled multifamily housing projects which, though 111
assisted, are not covered by a mortgage which is insured or was foru-
erly insured under the National Housing Act.

Section 208 —This section amends the Section 202 program of =~
ing for the elderly and handicapped. Under the Section 202 prouram
the Federal Government makes direct loans to project sponsors te =<
in developing rental housing that is specifically designed to meet ihf
needs of the elderly and handicapped. The bill provides authm'w:\"'--:;
for $790 million in direct loans for the development of no more t=
15,000 units of Section 202 housing. Sufficient Section 8 bud_gf‘{ -~
thority is assumed to be available from previous years’ appropriatic
In addition, the bill (1) provides that the interest rate on Sect l‘”‘l\l -
loans be set annually at the rate of the average interest rate on ke e
obligations as of the end of the previous fiscal year or at 9 P“_“\"-;:
whichever is lower; (2) permits any sponsor to.v‘olur_lt,arﬂy pro =
funds from other sources for appropriate amenities if thex ".'.'.( -
financed or supsidized with federal money; (3) directs the ¢ eerets .
to assure the inclusion of special design features and congrega ‘_"-\1 N
necessary to meet the needs of elderly and hqndlcappe(}; AW
courages the provision of small and scattered sife group ‘9}:‘(‘)“\‘ o
independent living facilities for non-elderly handicapped per’ N
families; and (5) provides that a Section 202 sponsor or borrov S
select the contractor to be employed in the construction cl))f ﬂ_;- e
9202 project on either a negotiated basis or a competitive as‘c};nm-"\“‘
the Secretary disapproves the selection. The Secretary 18 C]"mim_ o
to establish such additional basis or bases for contractor se (;mr- iy
gponsors or_borrowers as the Secretary may deem @pQrOﬁI‘UD it
language will assure that the current §tandard practice utt’on on o1
housing loan programs, which permits contractor selectl _

s

TITLE TIT—PROGRAM AMENDMENTS AND EXTENSIONS

';.vmn of Federal Housing Administration mortgage insurance
"TOYrams

; w:ftmn 301 of the bill extends for two years (through September 30,
ot the authority of the Secretary of Housing and Urban Develop-
_ . 1o usure mortgages or loans under certain HUD-FHA mort-
P ‘{t loan insurance programs contained in the National Housing
 _ ‘ne-Year extension is proposed for the section 235 program of
!_:“ﬂ'“ nership for lower income families.
. \';“'E')‘\‘-\:lihng Jaw, the authority of the Secretary of Housing and

! wi(}l\o opment to insure mortgage and loans under these pro-
. expire on September 30, 1982. After that date, the Secre-
o1 i;”"\‘ﬂ‘t insure mortgages or loans under any of the major
Y Insuring authorities contained in the National Housing
, V7Pt pursuant to a commitment to insure issued before that

"I authorities
" tor the following

S

TR T
e ey

% e

which are extended for two years to include
H”])——FHA mortgage or loan Inanvancn sea
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grams: title I—property improvement and manufactured home loap
insurance ; section 203-—-{)asic home mortgage insurance; section 207-

rental housing insurance; section 213—cooperative housing insur.
ance; section 220—rehabilitation and neighborhood conservatiu,
housing insurance ; section 221—housing for moderate-income and dis
placed families; section 222—mortgage insurance for servicemen; wee.
tion 228—miscellaneous housing insurance, including insurance in
older, declining urban areas and for existing multifamily housing
projects and hospitals; section 231—housing %or the elderly; section
932—nursing homes; section 233—experimental housing; secting
934 —condominiums; section 237—special mortgagors; section 210 .
homeowner purchases of fee simple title; section 241—supplemental
loans for multifamily housing projects, health facilities and energy
conserving improvements; section 242-—hospitals; section 243—home.
ownership for middle-income families; section 244—mortgage insur-
ance on a co-insurance basis; section 245—mortgage insurance on
graduated payment mortgages; and title X—land development. Au:
thority to insure mortgages under section 235 is extended for one yrar
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 econauuz
stimulus), section 236 (rental and cooperative housing for low.r
income families), title VIIT (armed forces-related housing) and fitle
XTI (group practice facilities). :

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

Section 236 was also extended for one year by the Housing and
Community Development' Amendments of 1981 to permit projects e
the pipeline to be processed. Most such projects have now been
processed or cancelled, and those still in the pipeline have secured cot
mitments which will make possible the provision of insurance nfres

- _nll ceiling on the amounts which may be appropriated for this
E e rOSC,

* | msces sustained as a result of the sale of acquired property are not
s ixnetion of the amount authorized for a,}l))propriations to restore the
- The losses represent the difference between the purchase price
"4 units nequired through the Department’s insurance activities, ex-
: incurred through maintenance and repair and the proceeds
- oied from sale of these properties. The authorization does not
*. .t the loss but merely places a limitation on the amount which may
¢, .ught in recompense for losses already sustained. The present
+ wenization limitation requires the Department to seek an increase
e amonnt authorized for appropriation before an appropriation
& retare the losses can be enacted. This amendment simplifies this

.2 by authorizing the appropriation of the sums necessary for
| L~ purpose.

ot

el authorizations

~tion 303 authorizes the appropriation of $20 million in fiscal
car 193 for the Department’s Research and Technology Program.
¢iwular arcas of study in fiscal year 1983 will include:

strategies for increasing the efficiency and effectiveness of
w~isted-housing programs through reforms of existing programs
md evaluation of alternative programs;

Analysis of (1) the relationship between tax policies and hous-
. (2) alternative housing finance mechanisms (such as alter-
sative mortgage instruments), (3) financial institution regula-
won and reform, and (4) alternative tax and other financial
wentives for housing;

Ways to reduce the component costs of housing (costs of de-
-lopment, building, financing, and operating) ;

Development and dissemination of better methods for com-
smity management and delivery of local government services;

ldentification of successful neighborhood strategies;
tember 30, 1982 pursuant to a commitment to insure made before e ’ £ : gles; .
tslfal,)t ?irgteerTh 1’1s1 2 r% ur ng Dt b0 B O ed the insuring athoor v \\ f""l vses of new or improved alternatives for urban economic
The al.lthorit,v tor ineure armedyforces housing un T pitle VI elopment, including an examination of enterprise zones, the

le of small businesses, regulatory and tax relief, public finance
vl tax policy, changes in capital investment by cities, the im-
Lt of Federal tax and grant policies on central cities, and the
“mmlation of a viable and realistic urban policy; and

I-es related to fair and nondiscriminatory housing.

. "“"‘ i of requirements that FHA intercst rates be set by law

. \.',\n j'iﬂ_»t amends the insuring authorities in the National Hous-
R \tluch are proposed for extension beyond fiscal year 1982
“t ‘A‘mun 235) to allow an insured mortgage or loan to bear
" “”'N-l"l_df.e agreed upon by the borrower and the lender. These
P, ;l!.(‘._ title T—property improvement and manufactured
we .- Surance; section 203—basic home mortgage insurance;
y m””lﬁlhl housing insurance; section 213—cooperative hous-
. ::.“”Sm;r._.ectlon 220—rehabilitation and neighborhood conser-
,‘Nm.(‘({.flnSgl]yance; section 221—ho_usmg for moderate-income
draimal aintlies; section 231—housing for the elderly; section
£ homes; section 234—condominiums; section 240—home-

of the National Housing Act (sections 809-810) is not extend<d
beyond the current September 30, 1982 expiration date. These 1r>
grams have been inactive for several years; no insurance was W! x.vi;-;
under their authority during fiscal year 1981, and no application- 1
insurance are currently pending. ) o 14

Finally, there has been little activity under the Title XI authe: =
to insure Group Practice Facilities, suggesting that wlmtevv‘lﬂ_;:;;;’
exists is being met adequately by the private market. Accordingy-
no further extension of this authority is necessary. 4t

Commitments to insure under Title VIII and Title X1 entere e
before the scheduled September 30, 1982 expiration date W *
honored after that date.

Federal Housing Administration general insurance fund

. . R+

Section 302 amends section 519(f) of the National Housu;im o2
authorize the appropriation of such sums as may be nﬁgmairf- -
cover losses of the General Insurance Fund. Existing law

¥
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owner purchases of fee simple title; section 241-—supplemental loay, 3
for multifamily housing projects, health facilities and energy consers. ¥
ing improvements; section 242—hospitals; and title X—land develop. 28
ment. 1
The proposal repeals section 3 of Public Law 90-301—HU]).. §
interim authority to establish maximum FHA intert_est rates—as wif}
as section 4 of that Act, which established a commission on infere¢ }
rates which expired in 1969. ) E
The amendment to section 285 provides for continuation of the S L
retary’s authority to set interest ceilings, essentially in the same max. §
ner as is authorized under present law in Public Law 90-301. This -
reservation of authority for purposes of section 235 mortgages is nece,. ;
sary to close out, during fiscal 1983, the section 235 homeownerstig |
program for lower income families. Since the section 235 subsidy is tie §
difference between the actual interest rate on the mortgage and a bicluw .
market rate set by HUD, to allow negotiated interest rates in this pro-
gram might prove prohibitively expensive. Since the authority
msure under section 235 is proposed for expiration on September ', ]
1983, the need for a continuation of Secretary-established interest cvil. |
ings is only temporary. . ‘
he administered ceiling on the FHA contract interest rafc has |
outlived its usefulness. The ceiling is an outdated manifestation of vz §
cern that some lenders would take advantage of buyer ignorance and
charge an “above market” rate of interest. Mortgage rates were rle-
tively stable in the post-WW II Kears by today’s standards, but «i:f-
fered among various regions of the country. This difference refirctad;
the relatively greater demand for funds in_some areas and ti
immobility of mortgage funds across regions. In the interest of pro-
moting a truly national mortgage market and facilitating the flow ¢
funds between regions, FHA attempted to set a national mortigy]
rate. . .
Over the years the perception has developed that, by setting « ~g§\
ing, FHA determines mortgage interest rates. This is simply ot t&
case. FHA mortgages are sold to investors at market_ylelds. Tnvetn? ¢
discount the loans to bring the yield up to those available on alterra-
tive investments. These discount “points” can be ultimately pas-! <]
to borrowers, typically in the price charged by the seller. .
Mortgage markets are now national in scope and extrem{‘l_\ 3
petitive. Homebuyers can readily obtain information on the Kol
rate for a mortgage loan, and can negotiate for themselves a murs
interest rate. Thus, the ceiling is no longer needed. o
The recent volatility in interest rates has made the ceiling ex w
difficult to administer. The FHA ceiling must reflect curre({l,'f “'“‘,,é&-
interest rates if homebuyers are to obtain mortgage C;";’.‘ " awkd
interest rates move by as much as five discount points wit ugl;lim&f
as they have recently, it ‘t{xfecomes1 increasingly difficult to a 3
the contract interest rate effectively. ) N
In summary, the FHA will follow the conver_xtlonﬁl ma::i *
market by letting the borrower and lender determine the
interest rate. . . Joa]
" §ubsection (¢) of section 304 amends title V of the }?ﬂ&{‘-‘ pt
ing Act by adding a new section entitled “Skc. 533. LIt 4

twcorxT POINTS AND INTEREST RATES.” This new section provides

.31 the Secretary may limit the amount of discount points which may

 +, painl by the borrower or mortgagor in connection with mortgages
~sred under this Act. This action may be determined to be necessary

<. maintain the low downpayment feature of the loan and mortgage

- -rance programs of this Act.

E The Secretary may also preseribe limitations on a maximum rate

24 aterest on a mortgage or loan under a particular authority or for
srarticular type of mortgage.

E reatment of FILA single family mortgage insurance premiums
- <~tion 305 amends the single family insuring authorities of the Na-
 +mal [Tousing Act to exclude the amount of the mortgage insurance
7+ minms paid at the time the mortgage is insured from the applicable
zsumum mortgage and down payment requirements. These changes
s mtended to complement the Department’s proposed revision to the
e family insurance premium collection structure. Under this plan,
oo+ Depariment will, by regulation, require the purchaser to pay at the
-~ of settlement the total expected amount of premium due, based
z- the average expected term of the loan. The premium will be
= lated on a discounted present value basis and will be considered as
& luible expense, included within the amount of the approved loan.
E [hsnew procedure will result in significant reductions to the work-
a2t of the Department, and also will free loan servicers from the
¢ ~thly remittance requirement on new loans. The change is expected
z=veonly a small impact on the home purchaser’s monthly payment
¢ = srment, while increasing premium receipts early in mortgage life.
Urder eurrent law, however, the amount of the mortgage insurance
o payable at settlement is included in the amount of the prin-
p o ahligation of the loan against which the statutory maxima are
yt-m"«L 1T the higher amounts contemplated by the new procedure
:;*f'~lle|):x rly included, there would be a corresponding decrease in
= ‘;Hfl{\hle mortgage amount attributable to the dwelling being pur-
F 2l The amendments would prevent this result by excluding the
& Mofthe premium from the maximum mortgage determinations.
- ""‘.“- siee insurance premiums are presently included in deter-
2 .i..m-n payment amounts, the amendments would exclude them
i'“ " bayment determinations. The amendments would, however,

2 dyep ) . 7 . R
e ¢ the amount of insurance protection which is afforded the

3

8,

13

7

i

it single family mortgagors

o N6 provi i i ;

’ ':m ’.G provides higher maximum mortgage amounts for non-
. \('m!t. one- to four-unit dwellings insured under section 208
- vational Housing Act.

Cnt aw i mei :
35 il 1ts the principal amount of an owner-occupant mort-

be insured under secti !
e ilfl}f)unts owred un er section 203 (b) to the lesser of speci-
it for a typical single family h

s oot B ome 1s the lesser of $67,50
PR ”f‘!'(’l" l)g(“l'CE_nt of the first $25},7000 of va ot
. v Seetion 203 (b) (8) of the Act limits the maximum in-

= aa!yl::[;E}t'llffrfinVEStOIj-Oer_ers to 85 percent of the owner-occu-
FNT 00 o 5 5(%1:335 gyplcal single family home, the limit is 85 per-

Y
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Thi i imi E )
wise spplcabla ol sinsunt o 55 pessns of the e 41 B 11 urpse. of thes changos it ponmit the Department todorg:
cable loan-to-value ratio for owner-occupied units, This wi PPl S - et levels in unsubsidized insured projects. Deregulation is ex-

11 make | . . I £ ; g
the maxi i i . §K - to help assure the financial stability of insured projects, an
25 that fooliar amount which may be insured for investors 1) ! reduce administrative costs for the Department by elgmmf’ttmg

same as that for owner-occupants, while at the same time retai; . e .

. e . ng . N s ~
existi i ; insnrey BE ¢ - woiew and processing of applications for rent increases.
fﬁr in%%sigifgﬁgggs '(I)\?letgiogzgz%ngh(;fn;ealxsfnv‘},l};ll(;)hstci()rlll}ga:): llnn‘s('i ’f‘i { hould be noted that such deregulation would have applicability,
. . : b . ;L ralate Sor S s idize ject mortgages, but to existing
Interest in one- to four-unit dwellings, thereby resulting in incresse] BB : "ll‘\r(jolsf:itel}fe ;f’;gb;;)‘gggrigﬁg]ﬁggﬂtf,g,afha}lges W((:re prom?

rental.housmg supply. . . 4B - -l pursuant to these amendments, existing mortgagors would be
Premu‘/,m changes for insurance of alternative mortgage instrumenz @& o+ to amend their regulatory agreements to remove requirements
Section 307 authorizes the Secretary to increase, if necossars SR’ 111D approval to rent increases. The Department would, however,
}é;t;n;glllrlré lc;llzall"lges-sfor ins}tllrance gf ?cértgages invo}i\{in% g}tgrnmi{vél o 1B t}mtl.‘;g}gl t% rtesume regulation of rents and charges for any
chanisms such as graduated payments, adjustable intep « = project 1n the Tuture.
rates, shared appreciation, or ggrowin ecpll)it?. 49 A o
Section 203 (c) of the National ousing Act authorizes the Sccn~
tary to vary premium charges for the insurance of mortgages uud-¢
the separate sections of title IT of the National Housing Act. 1ux.
premium charges among mortgages insured under a particular «-
tion of the Act must be uniform. The alternative mortgage plans .
authorized pursuant to revised section 245 and new sections 947. 21
and 249, (and other alternative mortgage instruments which may e
developed under existing authority) may require additiona) prominm
charges to make the provision of insurance actuarially souni ]
Alternative financing mechanisms are intended to be used in con e,
tion with existing basic mortgage insurance statutes contained in t:t's §
IT. Thus, for example, a single family home with an adjustable rue
mortgage might be insured “under” section 203(b), “pursuant t*
section 247. This amendment makes clear that, when alternai-.
ancing is used in conjunction with a particular section of i’ ]
IT suthorizing insurance, the Secretary may provide for premius;
charges which are not the same as those which would be applicabl t
a level payment mortgage insured under the same section, and 1 &
premium charges applicable to such alternative mortgage instrumirt §
may exceed 1 percent per year where necessary. ;
GNMA and FHA limitations o
Section 308 amends section 306 of the National Housing Act toxl' ¥ 4
GNMA to make commitments to issue guarantees up to the ageri-f
amount of $68,000,000,000 during fiscal year 1983. -
Section 531 of the National Housing Act is amended to allow F e
to make commitments to insure loans and mortgages up to the aze™
gate principal amount of $41,000,000,000 in fiscal year 1983.

Discretionary authority to requlate rents and charges ey
Section 309(a) removes language in section 207 of the A\\ﬂ:‘v 5
Housing Act mandating that the Secretary regulate project ;’ M e
rates of return, and substitutes discretionary authority m}f "‘);”N-{ 3
tary to provide for such regulation. This change (and “(2 b[)‘l -
amendment of section 234((%1 (2) contained in subsection (%

4 - yaye Insurance for manufactured home parks for the elderly

~<tion 310 amends section 207(b) (2) to permit the insurance of
wvafactured home parks designed exclusively for occupancy by the
.« v, Present law states that the insurance of section 207 mortgages
o tended to facilitate particularly the production of rental accom-
o -baions “suitable for family living.” Section 207 (b) (2) goes on to
o abit the provision of insurance under section 207 unless the mort-
g ceriifies under oath that there will be no discrimination “by
-~ of the fact that there are children in the family. . . .”
[ amendment retains this basic rule, but provides language clari-
bt exeeption may be made with regard to manufactured home
f o0 designed exclusively for the elderly. Recent surveys indicate

& thaut one-third of all manufactured home units are occupied by
o 4 persons. Sinee section 207 is the only authority for insuring
 ~ factured home parks, the change in section 207(b) (2) proposed
b 2 - <ction of the bill is necessary to meet the need for insurance to
P parks designed, constructed and managed for occupancy ex-
+he Ly the clderly.

e d mortgage limits for substantial rehabilitation

“'ien 311 anends the mortgage limit provisions of Sections 220,
sy and 221(d) (4) of the National Housing Act to facilitate
"oy to perform substantial rehabilitation. Currently under
ivistons, the limits on mortgages for substantial rehabilitation

- betties are 90 percent of the sum of the cost of repair plus the
# i the property before rehabilitation. However, where there is

7 Inwmortgage, and application to insure a new mortgage under
| e provisions is made, the mortgage limits would be based on
., tedcost of repadrs plus the existing indebtedness (rather

S alue of the property before repair). The amendment deletes

T formula, so that the mortgage limits would be the same for
S it1s for new financing for substantial rehabilitation.

L tation involving existing indebtedness for refinancing in the

'»’ ";X"“! ’,'}“,’t"i;nts owners from realizing any of their equity if they
“rhadnnitate g

S

w

) it g project and retain ownership. This forces sales
conform these authorities to other National Housing Act mn} b - o $ - : _;('\.\ if the owners are to realize any equity from the proj-
authorities (sections 220(d) (2) (A), 221(d) (4), and 231) “;‘ P - ‘:::{” lon 1s contrary to a policy of encouraging rehabilita-
vide for discretionary authority to regulate rents and charges. ; s ton _Of rental property by present owners. As a result of

- <Ly ,many projects requiring rehabilitation cannot receive the

TR R I e .
habilitation without the sale to another owner.,
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This section further amends sections 207(c) (3),220(d) (3) (B) (i),
and 221(d) (3) (ii) and 221(d) (4) (ii) to a uniform schedule of mor. |
gage limits at a level 20 percent higher than the existing level in we. 3
tion 221(d) (4). These basic mortgage limits have not been increnwd 2B
since 1976 in the case of section 207, and not since 1978 in the cac of 3
section 221 (d) (4). 4

In addition, section 311 provides a special schedule of higher moy.
gage limits for projects which fall into one of the following threc cate.
gorles: (1) projects which receive assistance under the new Remy 4
Rehabilitation Program; (2) projects in which at least 20 percent of ;
the units are available for occupancy for at least ten years by perwng, 3
and families who incomes do not exceed 80 percent of area medigr, 3
income; and (3) projects which are subject to a mortgage whicl . §
coinsured with a private lender under section 244 of the National§
Housing Act.

The following table describes the proposed limits:

« daffing in HUD’s Office of Finance and Accounting would be
~wuired, since that office is not prepared to take on the additional
»ponsibility caused by the forthcoming eligibility of numerous sec-
- 221 mortgages for 20-year assignment. :

Explicit statutory authority to instruct mortgagees to transfer these
ortigages directly to GNMA eliminates the paperwork and time
ks within HUD involved in requiring receipt of the mortgages by
<a Office of Finance and Accounting, and subsequent transfer to
5NMA for purposes of handling debenture issuance and subsequent
| e of the mortgages.

t;NM.\ has the greater experience in handling such sales, and will
<« e In & position to “space” its sales, so that HUD mortgages will
4 be sold 1n competition with GNMA’s own mortgage sales.

* rmination of section 221 buy-back provision

Section 313 amends section 221(g) (4) of the National Housing Act
- liminate the “buy-back” feature of that provision with respect to
— @ mitments to insure under section 221 entered into after the effective

Type of housing unit unttorm ity s v of the Housing and Community Development Amendments of
-3 ! Section 221(g) (4) now permits mortgagees to assign to HUD
Y oo 123,297 mwil - uf mortgages which are in their 20th year of amortization. HUD
3 bedirooma=="" o g " langes the mortgages for debentures at the going rate for the face
$ bedrooms. ___._ - 4, 1os Kk t v of the outstanding debt. The amendment only affects those mort-
""""""""" ' b o< for which commitments to insure were made after the effective

e IS ‘wwof the provisions.
2% v feeanse of the current high interest rates, it has become more and

43,793 e

" advantageous for mortgagees to assign mortgages to HUD and
»debentures at the “going rate” of interest. This proposal would
» “Pexpected future losses to the FHA insurance funds based on

Section 207 has a limit of $9,000 per manufactured home « we]

that does not appear in the other sections. This limit has been incii~d v "o transacted after the provision’s effective date.
to $10,800. “anninsurance for condominiums

Assignment of section 221(g)(4) mortgages to the Gorei: -f
National Mortgage Association
Section 312. Section 221 (g) (4) permits mortgagees holding ~ ' %
221 mortgages which are not in default to assign them—tweniy > =¥
from the date of insurance endorsement—to the Secretavy. ' ¥
receive the benefits of insurance. ) ]
The purpose of this amendment is to authorize the Ser'=?
to direct mortgagees exercising this assignment option to deln-"* 1]
mortgage and credit instruments directly to the Government Nu! :“;
Mortgage Association. Upon such an assignment to GNMA. th ' =
of the mortgagee would be identical to those provided n the i 724
law. The amendment establishes a more effective process wn\un{
for dealing with these assignments. GNMA, acting as 8.‘1“"‘( .,
Secretary, will take delivery of the mortgages and would pay I
with debentures issued pursuant to the current procedure mnl» .ll i
section 221(g) (4). These debentures will be debited against 1 £ © 4
fund. Upon sale of the loans, GNMA would provide the pr !
FHA. GNMA will be reimbursed for all administrative cox
Without this amendment, FHA could continue to_be u-.\[“
for taking assignment and servicing these mortgages, but an '

“-tion 314 amends section 234 (c) of the National Housing Act to

¢t wenrance of any condominlum unit in a project that has been

ol by the Secretary. The amendment expands HUD’s authority

C'mtmsuring individual condominium units in a project by elimi-

e :}m_rmuhtions to such insurance contained in existng law. Un-

_ et law, HUD may insure individual condominium units if one

following condition’s is met : (1) the project is or has been FHA-

‘1 v VA-approved; (2) there are less than 12 units in the build-

1"-“)' ::’)\'(!)f t?nev'buﬂdn\g‘r hne 12 or more units it is more than a year

I ko py ovided that thd mortgagor is limited to the purchase of

b2 four imits covered by mortgages insured under section

B mll'l(‘.':_tncmons are eliminated. The separate provisions for

e Ximum mortgage amounts are also eliminated and the

fn })0 deterrpmegl under the same provisions as section 203

R :’;;Zillnéfs will simplify the insuring process and eliminate
oy _,gtg’;‘ee of FHA review and regulation. )

e ; lonal amendment to section 234 with special provi-

R, onverted from rental housmg to condominium own-

" ", Insurance may not be provided unless (1) the con-

e . ey .
I more than one year prior to application for nsurance,

© These

'~'G>“
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(2) the mortgagor was a tenant of that rental housing, or (8) the cox.
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 At
to provide that the Secretary may insure loans to purchase stock or 8

- membership in a cooperative ownership corporation not previously

insured under the Act if the Secretary examines and does not dis
approve the underlying mortgage, and if construction was completed
more than a year before application for mortgage insurance. A dd;
tionally, the limitation of eligibility for mortgages to nonprofit. co
operatives only is removed. These aétions are necessary to expand the
ability of the Secretary to meet the insuring needs of this important
sector or the housing industry.

Removal of restriction on FH A co-insurance

Section 316 strikes the second and third sentences of section 244 1h
of the National Housing Act. These provisions limit the amount of
mortgages and loans which may be insured on a coinsured basis by the
FHA to 20 percent of the aggregate principal amount of all nut-

gages and loans insured under Title IT of the Act. The 20 percent

limitation also applies separately to multifamily and single family
mortgages,

With respect to multifamily mortgages, HUD anticipates fow.r
insurance applications in both fiscal year 1982 and fiscal year 1953, s
well as a drop in the overall amount of multifamily mortgage in-ue-

ance written. This will occur at a time when HUD has develojd
regulations for coinsurance for purchase of refinancing of muit -

family properties (under section 223(f)) and for private lendes
financing of new construction or substantial rehabilitation (under s
tion 221%. State Housing Finance Agencies already may coinsure und
perform delegated processing under section 221, which account~ fof
approximately two-thirds of FHA’s multifamily business. The -

incidence of diminishing overall multifamily insurance activity Uf;’i .
increased policy and program emphasis upon coinsurance make 'tz |

existing’20 percent limitation of section 244 (d) a severe inhibit"g

factor in carrying out FHA multifamily operations. Removal of tir |

restriction will permit a more extensive and more effective FHA
multifamily insurance program than would otherwise be possiblv.

4 P
With respect. to single family insurance, HUD estimates that <=

i

applications and the amount of insurance written will lr{(‘rf‘“j‘,;
fiscal year 1982 and fiscal year 1983. In fiscal year 1981y,C°‘“"‘f‘"'_j 5
written represented about 1.25 percent ($156 million) of single .;zr::-:;
insurance written ($12.5 billion). Although single family "l‘"_"_‘“ [ a
may continue to work within the 20 percent limit for the presef 2y
in multifamily operations, HUD will be making improvements i =7

. . . . . IsUHGTE
coinsurance regulations with a view toward making the coin :

e e i
approach more attractive to lenders. HUD anticipates a snbstd

Increase in coinsurance activity as a consequence. .
The benefits of coinsurance are clear and compelling 't; -
the role of the private sector, it reduces processing time ti

t, maxin o
%%
b ot
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<ted processing, and it limits HUD’s exposure to losses through risk
*haring. By removing the current 20 percent restriction, increased co-
~eration and direct involvement of the private sector in FHA insur-
«~ programs will be possible.

Vternative mortgage instruments

Saction 317 expands the Secretary’s authority to insure mortgages
~ang alternative mortgage instruments. Subsection (a) amends see-
+an 245 of the National Housing Act to consolidate the separate au-
“rorities now contained in section 245(a) and (b) into a single grad-
cusd payment mortgage (GPM) authority for one- to four-family
'wllings in accordance with the more generous limitations now con-
amed in section 245 (b), and to eliminate certain restrictive features
¢! the present section 245(b) GPM program. In addition, there are
swendments in revised subsection (c¢) to make possible the use of

| PMs for multifamily projects. -

Tha revisions to section 245(b) delete the threshold requirement
“at & mortgagor be unable reasonably to afford to finance a purchase
= means of any other mortgage insurance program. This change

wes any otherwise qualified mortgagor eligible for an insured grad-
:rad payment mortgage.

S~ond, the requirement limiting section 245(b) insurance to mort-
suors who have not owned dwelling units within the preceding three
£4r3 Is stricken,

Filly, vestrictions on the number of mortgages or the aggregate
3wt of initial principal obligation of mortgages insured under sec-
"2 45 are removed.

, rtion 845 (¢) amendments provide authority for GPM’s for multi-

-;»’””.V insured projects. A major deterrent to the production of multi-
“=aly housing is the high cost of financing. Availability of GPM’s
* tasure lower principal and jnterest payments on the mortgage in
f“”“f‘.\' vears of a project. Later, as debt service payments increased,
~wnablo rental increases would cover these costs. Use of the GPM
i::’f;ﬂ"ll in the multifamily context will assist the badly sagging

™ housing market without the help of Federal subsidies.

. M for multifamily projects will not, however, have require-
P ‘Iﬂ“(\f}ogﬂ to @hog;e applipable to single family insuring authori-
vqs, '« Imtial principal obligation of a multifamily mortgage will
o .}ﬂnmted to exceed the percentage of value or replacement cost
'";i‘('“ v the particular title 1T insuring authority with which the

"M authorization was linked. During the term of the mortgage, the

. I oMigation (including interest deferred and added to princi-

‘rm not be permitted to exceed the property’s projected value at

P,
Mpeted valyg of

o a multifamil 1 i 1 i
S 2oy a5 mdar Lfamily project will be determined in the
.. of n HUD ¢

current section 245 for single family dwellings—
 proincting ¢ alculation based on the initial value of the prop-
o1, € Increased value at a rate not to exceed 214 percent,

et gé ")’ A N .
o e single. family mortgages

7 oetion (b) of Section 317 i i i
g o D) ) of this Act provides authority for
M%ire single-family Adjustable Rate Mortgages (AR)-EV[’S)



___ments will be indexed to a national interest rate-index-which-the S
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This proposal reflects HUD’s intent to serve first-time homebuyers,
 4nd to generally upgrade the Department’s insuring authority to be
,s,ponsi\ze_tOJument_needs_aucLeﬁect,Lveﬁm_thefeunent«mortga,gef
market.

sared appreciation mortgages—multifamily

section 317(b) also provides authority for HUD to insure Shared
Appreciation Mortgages (SAM’s) for multifamily housing. Insurance
vavity would be Iimited to 50,000 mortgages in any fiscal year. In
yidition, subsections (c) through (f) would amend sections 207 (c)
14, 220(d) (4), 221(d) (6), and 231(c) (5), respectively, to allow
11°D discretion to insure loans which do not completely amortize over
L loan term.

turrent, economic conditions have made the production of multi-
timily rental housing difficult. A particular problem facing the multi-
&mly housing industry is the reluctance of lenders to invest in
Z1alrate mortgages of 30 or 40 years duration. Alternatives to tradi-
¢ nsl long-term mortgage instruments need tobe insurable by HUD in
snier to stimulate unsubsidized rental construction.

Tie multifamily SAM will allow HUD to insure loans of 15 years or
inger which have level payment amortization schedules which would
5~ plotely amortize in 30 years or less. Mortgagors would be allowed

v take advantage of the generally lower interest rates available for
g ~rter term financing.

Under this amendment, a lender’s share of the appreciated value will
fee and payable at the time the insured property is sold or trans-

w4 or at the expiration of the loan term.

""«d cither in tandem or separately, the multifamily SAM proposal

v {the proposed discretion in the Secretary to insure mortgages which
S a0t provide for complete amortization will substantialfv lower the

>

ﬁ"”".\' mortgage payments on multifamily loans and thereby encour-
4> the production of rental housing.

' f‘f.'r!yml defects in insured property
. M-tion 518(a) of the National Housing Act authorizes the Secre-
i :f).nm_ke expenditures to correct or compensate for structural
2o in single family homes which were approved for FHA insur-
: fp‘rmr to construction. Section 818 amends section 518(a) to
’@“" ' "l tf!mf the Secretary may also correct or compensate for struc-
:L;'"n ects in FHA-insured new homes which were approved for
. “m' n;z)t) by the Veterans Administration prior to construction.
o m‘: =03 of the National Housing Act states that VA loan guar-
o o wance or direct loan approval prior to the beginning of con-
ot _llllt}y be substituted for the Secretary’s approval. The
g, ool ifies that VA approval is the equivalent of the Secretary’s
. -‘X. es of correcting or compensating for structural defects.
\w:’,’\( P;l!/méﬂt of premium charges
ar litg.t 1(? nrr)nends section 530 of the National Housing Act to
2 o \n(‘ epartment’s obligation to collect mortgage insurance
bt m‘m'onthly bas;s, and to charge interest for late payment
£ rame 1!l\e miums, applies only to the Department’s single family
amendment permits continuation of the existing prac-

on a limited basis. Under the authority, insurance activity would tx

limited to 125,000 mortgages in any fiscal year. Interest rate adjust.
o

tary of HUD would specifically approve in regulations. i

These FHA-insured adjustable rate mortgages will include safe.
guardg fqr the consumer. To protect participating homeowners, statu.
tory limits would control the size and frequency of interest rat«
adjustments. A limit of one adjustment per year, with maximum in. -
creases in the interest rate of 1 point a year and 5 points over the life
of the mortgage, will be established. In carrying out this section, the
Secretary is instructed to consult with the Comptroller of the Cur-
rency and the Federal Home Loan Bank Board to assure that regula-
tions under this section are, to the maximum extent possible, consistent °
with the adjustable rate mortgage regulations of those agencies. Th-
mortgagee will be required to provide information to the mortgagor
describing particular features of the variable rate mortgage, including
a hypothetical “worst case” payment schedule.

At present, HUD cannot insure a mortgage financed with a variable J
interest rate. If inflation rates and interest rates remain high, the A KM
is likely to become a primary mortgage instrument available to a pur-
chaser in the conventional market. In that event, it would be desirable
for FHA to be able to offer a choice between ARM’s and fixed-rate
mortgages.

Shared appreciation mortgages—single family

Section 317(b) proposes a new section 248 of the National Houvinz
Act which would provide authority for HUD to insure Shared A ppre
ciation Mortgages (SAM’s) for single-family housing, including -
operatives. Insurance activity would be limited to 50,000 mortgaw= =
an% fiscal year.

ecause of current economic conditions, including high and volat:«
interest rates, alternative mortgage instruments such as the SAM
should be insurable by FHA in order to supplement the standar L,
fixed-rate mortgage, and to provide homebuyers with an alternative &
the Department’s Graduated Payment Mortgage (GPM) progrr
and the proposed Adjustable Rate Mortgage (ARM). SAM'= ma=e
possible substantial reductions in down payments, early year montis
mortgage payments or both, in return for a percentage share of ar
appreciation accruing to the property. The SAM is particularly %~
suited to prospective secondary market purchasers; to the extent ¢fe~
tive yields are keyed to property appreciation, such mortgages 1S
cases will provide a direct hedge against inflation. ) ¢

Under this amendment a lender’s share of the apprecmtml vnhx-’;-i
the property or share in the cooperative will be due and payable at 72
time the insured property is sold or transferred, or, In the event £17
is no such sale or transfer, upon payment of the mortgage. N

The Secretary shall prescribe safeguards for buyers and ‘?l‘n- e
which will include maximum shaaring provisions and full dix
of the terms and conditions of the mortgage contract. ) e

In the event of a default, the mortgagee will have a !'lﬂl“," o
an insurance claim, but insurance benefits will not include the*
gagee’s share of net appreciated value.

o
&

KR
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tice of collectipg premium payments from multifamily mortgagees on 3

an annual basis, with interest payable only in the case of later renir. 4. =+ The effects of the existing requirements reduces the already

tance of the annual payment. . 2 . « number of buyers interested in such properties as well as re-

; Ir}tthe pliz_sft, HFD has not re(i;ured monthly collection of premiuy,, @8, ¢ the price which the remaining buyers are willing to bid.

or 1ts multifamily mortgages. Premiums for those programs are pmid 2 ; ; k A

by the mortoagor i paid . - tion of fraud and abuse in IIUD and FmllA assisted programs

léZ:tion of thgésg rr;ﬁfgglance andta,re escrowetc}lib y li;he_ mortgagee. (‘ol. § «-iion 322 contains a number of provisions to help prevent fraud

paperwork and I1vould bep:tﬁlf;lgitisgi\?emﬁ;nwoglda:izowgzld inercie S ¢ hmse in HUD and FmHA assisted programs. Subsection (a)

disrupt existing finance and accounting .operations which I;ﬁze;:::{:g §%- s an applicanat for assistance involving loans, grants, interest

to annual receipt of such payments. ’ W -lies, other financial assistance of an’ kind or mortgage or loan
P 50 il ca s-aance to (1) include his or her soci}‘;] security number or em-

As amended, section 530 will continue to require that i 1
ST« ! ) Ppremiums be §E7 : : :
paid “promptly upon their receipt from the borrower” in the cax of §ll’ | (r'1<1:2§ T’éﬁfé‘en’?’f’ﬁfmer a‘iﬁhﬁ‘iﬁﬁi; ?itg‘éiﬁi‘iﬁy ?éevi(?%? t;ﬁ

the single famil o i 3 : v
authori%ies, thatypriggiﬁ;?%eb;;ﬁv clclérl(;e;llgltll‘}e,’ vfr(l)lzr? guzt?:ihl:z:rf"? .+ information furnished by the applicant and authorizing other
tary” i.e., annually). Interest payable to the Secretary will con ti(nruk*ﬁ - mment agencies and private sources to release information related
to be required for late payment of premiums, but such interesi w & * v determination of eligibility or benefit level or post-verification
accure beginning twenty days after the mortgagee’s receipt of prei- - of. Information provided pursuant to this subsection will be
ium payments from the borrower in the case of single-family more. IR lential except for use pursuant to this section as determined
gages, while in the multifamily programs, interest will be due for tke ] e Secretary. Such information can include, but is not limited to,
period beginning twenty days after the premium payment’s due Hte s:>~ unemployment compensation, VA benefits, and benefits under
Single famil v . . - S ~wial Security and Food Stamp Acts. Failure to comply with the
gle jamuy mortgage insurance on Indian reservations » ~ments of this subsection will be grounds for rejection of the
Section 320 adds a new section to title V of the National Itous:.z J+ -ation or termination of participation in the program invelved.
Act authorlz.mg the Secretary to insure a mortgage covering a v~ - Seretary will define the term “applicant” for purposes of this
to four-'famlly dyvelhng executed by an enrolled member of an In- . -stion,
dian tribe covering property located on an Indian reservation e >ieection (b) requires State unemployment agencies to release
other trust or restricted land without regard to limitations in tx % tion to HUD, the Department of Agricu%ture, and public
NHA, such as_those regarding marketability of title, or any otle: + -ng agencies concerning applicants’ wage information and un-
statutory restriction which impedes the availability of mortgaz: = syment benefits.
surance on Indian lands. The insured dwelling will have to be a ot 3 : "';‘jilf)xl (¢) provides that the entity responsible for determining
cipal residence. w2ty and/or level of benefits under the United States Housing

~mwwork of protecting the financial interests of the Federal Govern-

v o

R

The unique nature of the ownership of land on Indian reserviti«s 3 i' 17, seetion 101 of the Housing and Urban Development Act
and laws governing the disposition of Indian land makes lender - JR” = v section 221(d) (3) or 236 of the National Housing Act, in-
willing to provide mortgage financing for housing * * *. HUD can* & | "2 PHA's and owners of such projects, or under title V of the

induce lenders to make mortgage loans by providing insurance b .-« §
the National Housing Act has requirements for insurability refat ¢
to marketability of title that cannot be met by land held in tru- £ §
otherwise restricted by the Department of the Interior. The projr« i
enables the Secretary to make mortgage insurance available with £
regard to such statutory restrictions. Mortgages insured under !'# 3
section will be obligations of the General Insurance Fund. '

Amendment to Multifamily Mortgage Foreclosure Act

Section 321 repeals section 367(b) of the Multifamily Forw e |
Act. This section now requires that the purchaser of a foreclosed i ™. 3
ect must continue to operate the project under the terms of the oti- £
program if the majority of residential units are occupied at the tw " §
sale. The Secretary is also given the discretion to require opets'-% 4
under the terms of the original program in all other oreclomn &3
sale situations. e

The Secretary has requested that he be given the flexibility b=

it ]

pose of projects in such a way that will balance the need to m== "+

an adequate supply of low and moderate income housing with.

e Act of 1949, of the National Rural Housing Act, shall deny
! r;‘llw) m the particular program benefits to any applicant who
= '.“i v made incorrect or misleading statements, concealed or
.. tanyrelevant facts or otherwise violated these Acts or any of

-~ " nilations,

.’tf";"“ (¢) amends section 214 (b) of the Housing and Commu-
o . mwhment Act of 1980 to extend the prohibition against finan-
. L“‘: to certain aliens to include the 221(d) (3) program.

. \”(“;ll‘ ::wn% must have social security numbers and employee
¥ 3uen (-]" l:!ll )‘TI‘S n order to make efficient and eﬂ'e;dt-lve reviews
wa g II\LI bility and level, to reduce administrative error, and
N “mn ent transactions. The social security numbers are the

L IR it‘ “)2;1 _!ll)ccura.te means of iden_'t;iﬁc;a;ti_on, and their unique-
ooy MN! n St le accurately to identify individuals in records of

o ltrl)vmon of the social security numbers and the appli-

T e ‘tf‘; Secretary obtaining data from other agencies, as
% ﬁppli.mﬁ(: ton (a), would enable HUD to verify the accu-

R B § Information and, accordingly, prevent fraud and

fuirement to provide social security numbers is similar to

o

ot
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\ new paragraph is added to subsection b(6) allowing an existin

that used in the food stamp program to prevent fraud. Additional:, ; . snufactured home purchased with other financing to be refinance

gﬁggx e;;? laAgfggﬂﬁégﬁﬁﬁ gzsxiz(.:ommended enactment of such lrg. B o this sect_ion if the home was conqtructpd to the HUD code.

Access to data bases maintained by State unemployment agencios .. JE “CHon 203 15 tametm(ilegcl t%}f]l%’ge 1n§ur1n% (}if a&ngrtgag:;;;ﬁ;ﬂ
authorized by subsection (b), is needed to enable the Departmen: v #& % ® home constructed to the code and hxed to a p
undertake post-audit, quality control, and other investigative revies, S findation. .
based on computer matching to such data bases. This amendment w.i; & F- 4/ National Mortgage Association amendments
help the Department to assure that complete and accurate informar. S <etion 326 contains six amendments to the Federal National Mort-
has been submitted by beneficiaries of HUD programs. The Depar BB .. \ssociation Charter Act.
m‘?ﬁf '(t)f If,\gglcs‘}gmre has been given similar authority in connecti s S " Sihsection () removes all references in section 302 (b) (Q)hto mort-
with 1ts Iood Stamp program. : & .. purchase limits, and gives FNMA discretionary aut ority to
_ Subsection (c) provides clear statutory authority for public hou. § g:rnlnina any limitations. lgemoval of the limits will }énable the sec-
ing agencies and owners of projects assisted under the public hon-u:z 28 - tary market to more fully support primary lenders. Congress re-
section 8, rent supplement, section 221(d)(3), section 236 and fitl- V3 ol a1l such restrictions on savings and loan associations and other
of the Housing Act of 1949 programs to disqualify applicants fr.c: S ;~rinators in 1980.

Subsection (b) authorizes FNMA to issue preferred stock and makes

eligibility for-admission or for continued benefits if the applicans:
¢ preferred stock freely transferable. The ability to issue preferred

makes false and misleading statements or concealed relevant fu i
The public housing agencies and owners of assisted projeci: «i. 3 ¢k will enhance the Association’s flexibility in making financial
E g~ngements.

follow up and verify information affecting eligibility and benefii~ .
based on data furnished by the Secretary. By allowing resolution af § <abeection (¢) repeals the provision that restricts the amount of
such matters at the local level, several goals are achieved. The 11 S ¢ rdinated obligations of the Association may be outstanding at any
partment will be providing a means for combating fraud, as-i-tuiz g -+ (o twice the amount of the corporation’s capital, surplus and
in debt collection efforts, and allowing for greater local adini«is S intributed earnings. Removal of this limitation will allow the

» -l operation of the market place to determine the appropriate

tration of the program. . . .
Sinee the 221(d) (3) program also provides a financial henelis -3 & suonship between FNMA’s subordinated obligations and the sum
E < eupifal, surplus and undistributed earnings.

tenants, it should be included, as provided by subsection (e}, aling ‘
with the other rental assistance programs in the prohibition - ~ibweciion (d) repeals the provision that limits to twelve month
»~ Joans made by the Association on the security of mortgages.

financial assistance to.aliens. Also, the amendment is needed 10 [+ S > '

vent the anomalous situation where some of the tenants in a - 2§ E~oval of this limit will enable FNMA to make these loans for such

291(d) (3) project are subject to the section 214 prohibition :r ;3 ¥~ a< it deems appropriate. This will provide a profitable source of
4 ° "+ 1o mitigate losses during this period of adverse financial con-

supplement tenants) while others are not. ; it
, . #ownsand will enable FNMA to satisfy the need for longer-term loa
Housing counseling assistance b ¥ v iements expressed by many homebzlilders. . :

Section 323 amends section 106(b) (3) of the Housing and Ve et .
Development Act of 1968 to aut;h(gri)ze(a $?5,000,000 for Honsing (v~ S . | ,}“',‘(;511)(If()\ igtg?rlifSSEINCM%] tghpumhase any }Ilnortgtage held by
seling Assistance for fiscal year 1983. Additionally, section 1011 o . "'E'lil'-*mont: of FI\FMA’q “17 : eit(:: not Such mortgages meet
the Act, which authorizes housing counseling assistance for w2 N y = € regular mo. gage purchase programs.
gors under section 235 (1) or 235(j) (4) of the National Housine VS . o frome Loan Mortgage Corporation amendments

is repealed. Finally, section 230(d) of the National Hou=inz Vo g 327 amends section 305(a) (2) of the Federal Home Loan
which directs the S):acretary to provide housing counseling to =759 L o VO!‘por_ation Act to remove all references to mortgage pur-
assisted under the TMAP program, is also repealed. *+ndsand gives the Corporation discretionary authority to deter-

LT A

s : < . . .
Neighborhood reinvestment corporation ¥ umilations, The Corporation is also authorized to purchase

. < st ¥ attmpa helg i !

Section 324 amends section 608(a) of the Housing and Comi, Jg* * i mges rr}egg, t?ﬁzhig(]tl}lller'e:g‘rllzrllgs (gfft}lllengkIgr;‘It}iISE}’l: rog 11101:

Developments of 1978 to inclugeﬁ$15,512,000 gncauthol‘;‘i?;nf“‘ S ~ v purchase programs P eguar
ear 1983 for the Neighborhood Reinvestment Corporation. - ... ... ‘
Y Section 325 amendsgsection 2(b) of the National Hot]sm,f-'h:\h;r . "’) . .

bring the insuring of mortgages on manufactured homes m]t_n '“ v by "'.; :}dds a new section to the National Housing Act entitled

with homes insured under section 203(b). The mortgage it REPAYMENT. This new section provides guidelines for the

‘ ’ ‘1'} i the event a
*! thereafter be
7 mounder which t)

n owner of a project offers to prepay the mort-
exempt from the requirements of the original
1e project was insured or funded.

G oo

manufactured home is set at 80 percent, and a manufactured })““‘:‘:"
lot is set at 90 percent of the maximum limit under sectlont M
term of a mortgage is lengthened to 30 years. A redundant |

regarding high cost areas 1s climinated.

g
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p interest in residential property and any transferee of such creditors.
] ‘éltftf law requires pefsorg toybe licenged in order to transact busi-
<. then in order to be a “housing creditor” under this title, a person
nst bo licensed and must comply with all regulatory requirements
pplicable to such licensing, other, of course, than any requirements
fat aro displaced by this title.

In the case of grojects which require approval of the Secretary f,
prepayment, the Secretary must determine that the project is no léng&
meeting a need for rental housing for low income people. Alternative);
the Secretary can determine that the needs of the tenants can be Mo
efficiently and effectively met through other Federal housing assistape

flzl;g;g mte account the remaining time the project could mee g Section 404.—In order to prevent discrimination against non-fed-

The tenants of the project must be notified and have an oppoTtiun;t ally chartered hou?mg fcredltoi‘s, th:is'tiiitlgvrﬁ i?:illthg'lrfﬁisat iﬁ?rfrfg
to comment on the owner’s request for prepayment. In addition to oo, JRemet1ve tI;o state a,lxt;;v ort_iuc Ilng'te ; o lransactitl))ns as those au-
sidering these- comments, the Secr_etary must also ensure that there j; SRS d";o: ﬁdsggﬁya’cf;?&;e; depoéigto%v institutions by the Comp-
&1}?(1)1 Vfl(l)lrl EZO(EIS%ﬁgcerglocatmn-ass1stance to those lower-income tenar; : l‘«7xp of the Currency, the National Credit Union Agimfnigt;*aﬁion

In the case of projects where the owner has the right to prepay i JiFd h Federal Home Lozi,n ]}?;anl}{l Board, -Tl(il"i(:mgshrte}susecggéa l;);lé
mortgage without the Secretary’s approval, the Secretary shall atton, JR< credit ur(xilc:ns a’;doal. Ott er m;_smg icrfeaclcg: T ncepwi th v ey > la.
to forestall the prepayment by giving a priqrity for additional section . < ﬁ‘slrliggrgs? th?)sznfg&gr;rll alé:arhscaizsu}rcl)i the institutions thatbthey
:i‘g:g Zﬁgﬁ% project assistance for the project to the extent that fung rior. This does not place non-federally chartered housing creiiitors

o0 o mainnin Broiect which receives the priority assistance ol {1 supervision of th federal o as A ahteinative to st lem:
agree to maintain the low-income character of the project for at Jea - “[ o o (:: OZIV_t%} e Ierja dpé‘tg ajine" Title IV authorizes com.-
the remaining term of the mortgage to the extent that assistanc il B °gizing traditional industry lines,

i S : eroinl banks, including their subsidiaries, to engage in transactions
provided. The owner must also grant priority to applicants to hecor b avordance with re gglations of the Cor;lptroller of the Currency,

tenants who have the lowest incomes, and must fully utilize the assi- ht unions to follow the regulations of the National Credit Union
ance which is available to the project. b mmist‘rnt.iotlo ar(:d all otherg;‘hOusing creditors”, including savings
Mortgage interest rate survey 24 loan, savings banks, mutual savings hanks, industrial banks and

Section 329 requires the Federal Home Loan Bank Board to incl: i financial institutions, nonbank subsidiaries of bank h(,)ldlng
in its Mortgage Interest Rate Survey for the next two years medi- JEFEDpanies, ete., to follow the Federal Home Loan Bank Board’s reg-
Toﬁgaﬁe loetm a,nfl_ median purchase price data for each State and il ;;?‘I-];mtivo mortgage transactions may he made by housing credi-
srandardmetropolitan statistical areas of each State. 5 in accordance w%tfgl the authorization provided in this section, not-

TITLE IV—ALTERNATIVE MORTGAGE TRANSAGTIONS fﬂtmuhng any state law, including judicial constructions of such

Section 401.—The short title of Title IV is the “Alternative Mo

gage Transaction Party Act of 1982”.
ection 402.—The “Findings and Purpose” section declares (i

gress’ concern over the inability of housing creditors to continw o
provide traditional fixed-term, fixed-rate credit secured by residents
property. Recognizing that the Federal regulatory agencies have %
sued regulations authorizing federally chartered depository in~i-
tions to provide alternative mortgage financing and that such finan -2}
s essential to the maintenance of an adequate supply of housing en-i
for the Nation, the Congress finds it necessary to eliminate diserin "4
tion against non-federally chartered housing creditors by anthorii *3
such creditors to make, ‘purchase and enforce alternative mortr
transactions so long as they are undertaken in accordance with "#
Federal regulations,

Section 403.—Two terms are defined in this section. o]

An “alternative mortgage transaction” is defined as any transal *
other than a traditional fixed-rate, fixed-term loan or credit -*‘“"n
cured by an interest in residential real property, the stock of 8 ™ 1
dential cooperative, a residential manufactured home or any ®<]
dwelling. : .

“Housing creditor” includes depository institutions, HUD apprs
mortgagees, any other person 'W‘EO regularly makes loans secut

Sstion 405.—This section provides the states with the opportunity
P Pt the alternative federal program authorized in this title for
“iactions that are subject to the laws of the state, so long as, the
4> tukes action within three vears of the enactment of this title.

. o0 106 —This section makes clear that certain provisions of the
"sitory Tnstitutions Deregulation Act of 1980 which are incon-
<t with this title and which would interfere with its operative

: t“‘l‘“h‘ re not applicable to transactions undertaken pursuant to
itie

3

- Non 407 —This title becomes effective upon enactment. Within
L7 "4¥< of enactment, this section requires the federal regulatory

10 make conforming amendments, including any necessary
"oy changes, to existing regulations. This is necessary in order
o ‘\ which provisions are inappropriate for, and therefore in-
e to, .nonfedemlly chartered institutions and to modify any
s which may be inconsistent with the objectives of this title.
b~ THONL it s expected that any future amendments that the
st 1o ;‘;ﬂklo to regulations that are within the scope of this title will
ot 0y t ¢ objectives of, and creditors covered by, this title. The

te¢ 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 HOUSING

. Section 501 states that this title may be cited as the “National Hous-
ing Act.”

Part A—Amendments 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 he
used for the construction improvement, alteration, repair or replace-
ment of dwellings related facilities and farm buildings. The reference
to the extension of financial assistance has been changed to “to make
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 fagrp building. The reference to assistance has been changed fo

loan in order to reflect the elimination of subsidized loans and grants.

3. Section 501 (b) (2) defines the term “owner” and “mortgage” to in-
clude lessee and lease. It provides that the Jease must be for a period
which is longer than the repayment period of the loan. Language re-
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 Secre-
tary to make loans with interest to an eligible applicant with the
ability to repay the loan. Loans may be made for a period of 33 yewrs.
The reference to “assistance” has been changed to “a loan”, and the
provision which allowed eligible owners of farms, owners of real estatt
and rural residents to receive a loan at a rate of no more than 5
percent per year has been deleted. The provision which allowed elderly
or handicapped owners of land to receive loans at a rate of no mor
than 4 percent per year has also been eliminated.

5. Section 503 provides that if the income of an eligible applican
from the farm will increase in a period of less than 5 years so that
he could repay both the principal and interest of the loan, the Seci
tary may issue the loan under the terms and conditions outlined i
Section 502, The borrower may make annual contributions equaling
the annual installment of interest and half of the principal payment
up until and including the fifth year. It also provides that the bor
rower’s indebtedness is not assumable and cannot benefit a third part}
without the consent of the Secretary. This section has been repc aled
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nther 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
exceed 5,000 dollars and a combined loan and grant must be less than
7500 dollars. Any portion of the assistance which is treated as a loan
must be repaid within 20 years. The references to grants have been
leleted throughout the provision. The limitations on loans and com-
hined loans and grants have been deleted. In subsection (b) the refer-
enco to Section 503 has been eliminated. The reference to clause (b).
of Section 513 has been changed to read “clause (a) of Section 513.”
subsection (c) provided the Secretary with the authority to develop
md conduct a weatherization program. The subsection has been
ieleted.

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-
ary. 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
rhanged to read “loans.”

Preference for Veterans and Families of Deceased Servicemen

9. The reference to “assistance” in Section 507 has been changed to
read “Joans,”

General Powers of Secreta;'y

10. Section 509 (b) of the Housing Act of 1949 requires a borrower
0 agree that the improvements made with a loan under this title will
tot be a justification for detrimentally changing the terms or condi-
x' :rms of the lease or occupancy agreement held by the occupants of
;:ilgi 0farm. All references to grants have been removed from the pro-

slon,

Admanistrative Provisions

’ 1. Secmm. 510(f) provides that if the Secretary has determined
.;m An area is no longer “rural” the office should continue to process
! ‘f; applications which were on hand before the determination. The
rierence to grants has been deleted from this provision.

Loan Funds

“,hli‘l Section 511 authorized the Secretary to issue notes and other
i mﬂ“]tlon_s for purchase by the Secretary of the Treasury in order
ake direct loans under this title. This section has been repealed.
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Contributions

13. Section 512 authorized the Secretary to make commitments foy

contributions of no more than 10,000,000 dollars between July 1,195

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 sub.

section with an interest rate above 1 percent will not be insured. This
subsection has been deleted and subsections (a) (8),and (a) (4) and (x)
(8) were renumbered accordingly. Subsection (g) authorized the See.
retary to waive the interest rate limitation of 1 percent if qualifie]
public and private nonprofit sponsors are not available and if the
waiver is necessary to permit farmers to provides housing for farm
laborers. The interest rate was to have been no less than one-eighth of

1 percent higher than the average interest rate on notes issued under |

Section 511. This provision has been eliminated.

Direct and Insured Loans to Provide Housing and Related Faciliti« .

for Elderly Persons and Famqlies in Rural Areas

15. Section 515 authorizes the Secretary to make loans for rental or

cooperative housing which will be occupied by elderly persons, handi
capped persons or families of low or moderate income. Subsection ()
(2) provided that these loans must not have an interest rate which
exceeds the maximum rate provided in Section 202 (a) (3) of the 11ou--
ing Act of 1959. This subsection has been eliminated, and subsection-
(a,% (3) and (a)(4) have been renumbered accordingly. Subsection
(b) (2) provided that insured loans for rental or cooperative hou<ing

for elderly or handicapped persons or families or other persons and

families of moderate income in rural areas must have an intenct
which doesn’t exceed the maximum rate provided in Section 203 (b) 1)
of the National Housing Act. This provision has also been deleted,
and subsections (b) (8), (b) (4), (b) (5) or (b) (6) have been renun-
bered accordingly. ) i

Subsection (f) authorized the Secretary to make and insure Joais
to consumer cooperatives to finance the transfers of membership= 8
the cooperatives with terms and conditions that low and modernh: e
come persons can afford. These loans may not have been made gg TS
which are more favorable than those authorized under Section 521{a )’.
The total loan to the cooperative could not have exceeded the vatue
the property. This subsection has been deleted.

Insured Rural Housing Loans

16. Section 517 authorizes the Secretary to insure loans meeting !
requirements of Section 502 and make loans to be sold and l!}-\‘fl'.‘m
Sl‘llbsection (a) provides that loans made to low and moderat,e'u‘\- e
persons cannot exceed amounts necessary to provide modest )“)‘(\ et
quate housing. This subsection held the interest rate to below (51 D e
for these loans and required that all loans be insured and made

September 30, 1982, except if a commitment had been made b 3
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gt date. The provision required other borrowers to bear interest and
provide for insurance or service charges at rates comparable to the
smbined rate of interest and premium charges in effect under Sec-
ton 203 of the National Housing Act. This provision has been deleted
and replaced with language which would again require that loans
zado to persons of low and moderate income not exce
ary for the provision of modest yet adequate housing. Subsection (a)
s provides that no loan under this subsection can be insured or
mule after September 30, 1983, unless a commitment has been entered
mio hefore that date. In subsection (b) the reference to (b)(4) has
ten changed to (b) (3) to reflect the renumbering of the subsections
m Section 515.

amounts neces-

I3 to Provide Occupant-Owned, Rentol and Cooperative Housing

for Low and Moderate Income Persons and Familics

i7. Section 521 (a) provides that loans to provide rental or coopera-

w housing will bear interest at the government’s cost of borrowing,
wd describes the process of reducing the interest rate for developers

 well as the requirements for the rental assistance payments,
Subsection (A) amends Section 521(a) to provide that all loans
awle by the Secretary after the effective date of the National Rural
Haing Act will be made at the prevailing market rate. The subsec-
on () (8) (A) also provides that intercst rates for loans made by
p-wvate lenders insured under this title after the effective date will be
w~ed on by the borrower and lender. These rates may not however,

5 exeess of the market rate determined by the Secretary.

subseetion (a) (3) (B) (1) _brovides that for single family housing

swided under this title prior to the effective date of the National

Rl Housing Act, any interest credit contract may be renewed. How-
e the Secretary may not enter into any new interest credit contracts
ke ‘ngle family homes after the date of enactment.

vibeeetion (a) (3) (B) (2) provides that any interest credit or rental

L stance contract for a multifamily project entered into proir to the

o of enactment of this Title, may be renewed. This subsection re-
;3 the ﬂn‘ahﬂff,v fennd in existine lerislation so that the Secretary
o onew both interest credit and rental assistance contracts in multi-
Z ' brojects in order to maintain the economic feasibility of the
~‘:”;l]1:;1 avoid the displacement of low income families residing in
5_\ : ~ertion (a) (8) (C) provides that for all multifamily and single
... tonfracts entered into before the date of enactment, the tenant
'r""':‘}owner’s contribution shall be 30 percent of income. This pro-
ot 1{1”_ not increase the individual’s contribution more than 10
e UTINg any 12 month period, unless the increase is attributable

= rereg : . . :
v o A5¢s In income which are unrelated to this subsection or other
regulation.

Housing for Rural Trainees

. '“;\;‘:f'mn 522 provided housing to trainees and their families
.. !‘m;" 'ltr}e enrolled and participating in training courses designed
wioq o their employment capabilities. This section has heon v.
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Financial Assistance to Nonprofit Organizations to Provide Sites for 3 4

Rural Housing for Low and Moderate Income Families

19. Section 524 provides direct loans to nonprofit organizations fo
the acquisition and development of land on sites to be used for housin, |
low and moderate income persons. Subsection (a) further provide |
that the interest rate on the loan reflect the current average marke: §
yield on outstanding marketable obligations for the United States wi), |
remaining periods to maturity comparable to the average maturities of |
the loans. This portion of the provision has been deleted. The loan shal !
however be repaid within a period of no more than 2 years or withiy s |

period determined by the Secretary.

Programs of Technical and Supervisory Assistance for
Low I'ncome Families

20. Section 525 (a) authorized the Secretary to make grants or eniv: .

into contracts with public or private nonprofit groups for developine

and administering technical and supervisory assistance programs. Thi. :
subsection has been deleted. Subsection (b) authorizes the Secretay {

to make loans to public or private nonprofit groups for expenses s,

as planning, obtaining financing for the rehabilitation or constructina i
of low income housing under any Federal, state or local housing i}
gram, prior to construction. References to these loans being made with
out interest and the cancellation of all or part of the debt have heen ]

omitted.
Subsection (b), (¢), and (d) have been renumbered according!y.

Conditions on Report Increases in 514, 515, and 617 Projects

21. Section 530 provided that the Secretary may not approve any ]
increase in rental payments where tenants are paying more than %51

percent of their incomes in a 514, 515, or 517 project as well as Sect i

521(a) (1) (B) unless the project owner is receiving or has applicd fur:
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 n-ﬁm v
ments to the loan fund which was established under Section 511 will ¥
transferred to the Rural Housing Insurance Fund.

Section 612 : Marnufactured Housing in Rural Areas

Section 512(a) amends Section 502 by adding language Whir]i“ q; ‘
clluires that FmHA use the HUD Code as the construction stami** i

3 i st
t also allows loans or insurance on manufactured homes i =%

which treat them as personal property instead of real property. 5;"]' ‘ ;; i
527 provided that “housing” shall to the extent deemed practict ;I o

the Secretary include mobile homes and mobile home sites. Loﬂll‘i"\
for the purchase of mobile homes and sites had been made on th

T

terms and conditions as are applicable under Section 2 of the Natw &

Housing Act. Subsection (b) deletes this provision.

5
b
.
b

: I
o

v
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oection 513: Rehabilitation Stondards

Scetion 504 (a) authorizes the Secretary to make a grant or a com-

& t.aiion loan and grant to cover the cost of improvements or additions
f an applicant could not qualify for a loan under Section 502 or 503
F ol repairs should be made to a rural dwelling in order to make it
| wfe and sanitary and remove health hazards. This also applied to

{1 buildings if improvements or repairs would remove hazards and
i ake the structure safe. This provision has been amended to provide
e ihe Secretary may make ioans to cover the cost of repairs, im-

f prvements or certain additions if he determines that these repairs
E uld be made to improve a dwelling occupied by an eligible applicant

1 will improve the dwelling, make it safer or more sanitary, or

E rowove hazards. Loans may also be made for farm building in order
B « «vove any hazards or to make the buildings safe.

Section 614: Standards for Adequate Housing

Minimum property standards are required to be identical to those

we- by HLUD.

Section 515: Rural Housing Insurance Fund

~etion 517(k) provided that any sale of loans individually or in
-k~ should be treated as a sale of assets for the purposes of the

.
I et and Accounting Act of 1921. This provision has been amended
i

“uire the Secretary to establish and maintain a reserve against
vi losses insured by the Secietary and sustained by the Rural Hous-
7 hnsurance Fund. Tt also requires the Sccretary to provide Con-
~ with a report containing the amount of : loans proposed to be
'b+ from the fund; expected repayments to be received; set-aside
vured as a reserve and funds required to provide interest credits
#ns made from the Fund.

Section 516: Condominium Housing

i . . . . .

i amendment eliminates the discretion of the Secretary and
I oo him to make and insure loans on condominium ‘projects if
- - meei the requirements of the statute. )

Section 617: Authorizations

© B 513 4s amended to authorize the Secretary to make and
: lw'ms.made by private lenders and renew contracts under 521
, ”',")” ‘N an aggregate amount of no more than $895 million.
Smirations for loan activities under Title V are specifically identi-
|t the S eategories of lending activities allowed by the bill : namely

e made by the Secretary and insurance of loans made by

v::_if;“'“h‘ls. Of this total no more than the following amounts
“ilable for direct lending under subsection (a):



Million.
502 loans.________ L]
504 loans.__ _ e e i
514 loans________________ T 1
515 loans_._._____ e 18
524 loans s

Under subsection (a) the Farmers Home Administration may als

insure loans in an aggregate amount of no more than the followiny
amounts:

Millions
502 loans___ _ — RN
504 loans—__.____ _ s
514 loans.__ i
515 loans_________________. h
514 loans..__

i

Subsection (b) (3) authorizes no more than $25,000,000 for Section
516 for fiscal {ear 1982. This subsection has been amended to authoris.
2(% )112121;10n dollars for fiscal year 1983 and is renumbered as subsection,

Subsection (b) (5) provides funds for the administration of section
235 and 236 of the National Housing Act and Section 8 of the Unini
States Housing Act of 1937. This subsection has been renumbered a-

(b) (3.

%ection 515(b) (5) is amended to extend the authorization of ti-
program through September 80, 1983,

Section 523 (f) authorized to be appropriated no more than $i.(itn.
000 for fiscal year 1982. It provided that no grant or loan for Mutus!
and Self Help Housing could be made or contract entered into aft:
September 30, 1982 unless a commitment or obligation was made be i
that date. This provision has been amended to authorize to be appr
priated no more than $13,000,000 for fiscal year 1983.

Subsection (g) authorizes to be appropriated no more than §3.010
000 for fiscal year 1982. This subsection which gives the authority
make loans for the acquisition and development of building sites h-
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 Hm .
Housing Block Grant Aect of 1982.

Purpose

Section 522(a) states that the primary purpose of the block grant =
to provide safe and sanitary housing for residents of rural areas. 1°
legislation places an emphasis on serving the very low income per="+
in areas with a population of 2,500 or less, where there is a greaterie:
for housing assistance. o -

Block grant funds should be used to rehabilitate existing houi
however in areas where the supply of modest housm% is msulli o
to meet the demands of the area, new single or multi amily hon-' 2

. . . . e SWC
may be built. Assistance may be given to very low income persons
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ot afford to live in safe and sanitary housing and are not provided

ar under other assistance programs,

Section (b) further explains that this legislation intends to address

~re efliciently the housing needs in rural areas and will recognize
4. varintions among individual states, This will be accomplished by :
-roviding funds to states on an annual basis; encouraging housing ac-
c1ities which are consistent with local needs and objectives; further-

+wachievement of the national housing policy ; and fostering the un-

iymking of housing activities in a coordinated and mutually support-

- manner by Federal agencies and programs, as well as by states.
Subsection (c¢) requires that state financial support for housing ac-

~uijes should not be reduced from current levels.

Definitions

“wetion 523 provides the following definitions for the Act:

{1) “very low income residents” refers to rural persons having
a tofal income of no more than 50 percent of area median income
with adjustment for smaller and larger families or for unusually
high or low area median income;

{2) “rural area” refers to any open country, place, town or
«ity which is not part of or associated with an urban area and has -
a population of 2,500 or less. Areas which are rural in character
wunl have a population of 10,000 or less will also be eligible for
assistance under this act. If an area has a population between
0000 and 20,000, it is considered eligible if it is rural in character
and has a serious lack of mortgage credit for lower income fami-
<. This determination of credit availability will be made by
the Seeretary of Housing and Urban Development;

(3) “modest” refers to units which are safe and sanitary and
comply with applicable state and local codes;

(1) “Secretary” refers to the Secretary of Agriculture;

£5) “unit of local government” means any city, county, town,
rownship, parish, village, or other general purpose political sub-
Bision of a state: a general purpose subdivision thereof; a com-
bination of such political subdivisions recognized by the Secre-
trv. This also includes any other state or %gcal public body or
‘ueney, community association, or other entity which is proved
“v the Secretary for the purpose of this part ;

,'6) “state” refers to any state of the United States, Puerto
Rio. the Virgin Islands, or any territories or possessions of the
Puited States;

_ () “Indian tribe” refers to any Indian tribe, bank, group or
x[.:mfm which is considered eligible to receive assistance under the
;nvh:m Self-Determination and Education Assistance Act or un-
“rihe State and Local Fiscal Assistance Act of 1972.

Authorization

' '"‘I“” 524 provides the authority for the Secretary to make grants

.. -I‘. e m_nt hot to exceed 850 million, so that states might implement

o {'l”f“] housing programs. This amount will be authorized for
u followmg fiscal years: 1983, 1984, and 1985.
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Statement of Activities and Review

ing objectives and projected use of funds. In the case where the state iz

the grantee, the statement must include the method the state will nw
in distributing the allocation among the rural areas of the state. The
statement will also take into account the needs and conditions of hous. $
ing for very low income Indians living on trust lands. The asses. 3
ment must also, however take into considertation the needs of eligihle

Indians on non trust lands.

Subsection (2) requires that the public be provided an opportunity
to examine and contribute to the statement of housing objectives. Thi- |
subsection also intended to facilitate coordination of activities with

different levels of government. The state is required to provide infu

mation to citizens on the amount of housing funds that will be avuil
able.

There are two additional forums provided for public comment. 7.

state must publish the proposed statement of housing objectives i '

must hold at least one public hearing on the subject.

Subsection (3) requires that the comments made by the publi -
taken into consideration in the final version of the statements. 1§ the §
state modifies the statement it must make the final version available 1. §

the public.

Subsection (b) specifies that the grant will not be made unles- i~ 3
state complies with the requirements for developing a statemenm 1
housing objectives. It further specifies that the projected use of funi- 3

must be developed to benefit the maximum feasible number of low .«

come persons including Indians living on trust land as well ax the-

eligible Indians living off trust territories and eliminate substandut! §
conditions in the existing housing stock. In the instance that «'-
financial resources aren’t available, activities with a parti: i 3
urgency for serving other very low income housing needs muay '«

funded. The state must also certify that activities undertaken ””'}:;’ i
this legislation conform with applicable laws and the provision =" §

lined in the title.

Subsection (c) requires that each grantee must submit a pr‘\rjf““ T
ance report on the actual use of grant funds. The report must =" =
the extent to which the actual expenditure of funds was consistent = = 3

the original statement of objectives. The Secretary is requigﬂ " :
view the performance of each state at least once a year. The Secten

Toe

must determine whether the grantee has carried out its activities. <

certification requirements, in accordance with the requirement- "’
primary purpose of this part and applicable laws, The Secret ﬂ“(:. "
also defermine whether the grantee has a continuing capacity }

out the activities in a timely manner, If the state has dismbugg«‘l\f :
"to units of local government, the Secretary must also def:

. R . . ~ "i“i'«"\t 3
whether the state has carried out the required certification ;]m:«hh_ .
and whether the state has made the necessary reviews ant “W,{“‘,.;_ ]
determine if units of local government have satisfied their |

ance criteria. ) . s 1
Subsection (d)(1) states that appropriate ad]ustm(‘.t "
amount of future annual grants may be made by the Secretary.

& o

Qe S

U will be distributed by the

SN he Seey etary shall issue a
iy 3

i G oepen: the population of
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% wver, funds already expended on eligible activities under this part can-
Section 525(a) (1) requires a state to prepare a statement of hous- 3

nat be rcca_lptured or deducted from future assistance.
Subsection (d) (2) (A)) provides that if the amount of funding to
1 nnit of local government is reduced because of the Secretary’s find-

| s or on the grounds of noncompliance, the funding must be added

b 1 tho amounts available for distribution in that State during the same
f il year,

Subsection (d) (2) (B) provides that if the amount of funding is
~duced at the State level, this amount would be available in addition

« the amnount that would be received in the following fiscal year if

‘o Secretary deemed this appropriate.
['ho agent responsible for distributing the State allocation, be it the

L <retary or the State, has the authority to distribute the reallocated
B s during the same fiscal year.

sSubsection (e) authorizes audits by the General Accounting Office.
Nubsection (f) provides that the grant funds made available under
*ipart shall not be subject to the National Environmental Policy Act

b 71969 and related laws and authorities identified in the Secretary’s

~mlationg.
Eligidble Activities

\'o('tmn 526 authorizes the State to engage in any of the following
3 vitjes:

(1) Rehabilitation of existing structures for occupancy by very
low-income residents through repairs and improvements;

(2) The acquisition and rehabilitation of existing buildings for
very low-income housing ;

(3) Financing the construction and purchase of modest homes
for very low-income persons, including purchase of existing homes
and manufactured homes;

() Provision of multifamily housing where there is a demon-
~:lr":llt‘;';11"need for very low-income rental housing or farmworker
by g ; .

(3) Provision of rental assistance for those very low-income
persons who are not otherwise served by an existing rental assist-
an r-? \;)I;Fir_’rra,m ;

A Tle acquisition of real property (including air rights

tnter rights, and other interest Smrein )yar(ld the de‘%elopmex%t of

it property for use in connection with housing to be assisted

nider this part s and

! ‘,; Tlm disposition (through sale, lease, donation, or other-
) of any real property acquired pursuant to this part.

Allocation and Distribution of Funds
. M ET(a) provides that the fu

BRI

nds appropriated for the purpose
vation s & Secretary to the states on the basis

‘on formula. No later than 60 days after the enactment of
regulation containing this formula.
e’s share based on the average of the
the rural areas in that state and the
extent of poverty in the rural areas

(A

iy will determine a stat

Pulation of ] states; the
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in that state and the extent of poverty in the rural areas of all states. :
the extent of substandard housing in the rural areas of that state an| &

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 program 3
of eligible housing activities. This agency would also be authorized 1 #&

provide technical assistance in areas where it is necessary.

The state must provide, out of its own resources, funds for housing 3

activities which equal at least 10 percent of the amount allocated for
use in the state during any three year funding cycle. 4
The state must also consult with local elected officials from eligibls §
areas when determining the method of distributing funds to these rural
areas. A state may not participate and then withdraw without having
contributed its fu?,l 10 percent share. ]
Subsection (¢) provides that a state may fund up to 50 percent of {1 §
administrative costs incurred in carrying out its responsibilities undr
this Act, provided that the federal expenditure for administration does §
not exceed 5 percent of the amount received as the state’s allocation.
The state must, however, make a separate appropriation for thee
administrative costs. ;
Subsection (d) (1) authorizes the Secretary to allocate block grant |
funds to the state Farmers Home Administration office if the state has §
opted out of the program or has not met the certification requirenicnts §
The Secretary may give a state FmHA office permission to enter inte
contracts with units of local government, nonprofit organization« or
any other appropriate individuals in order to carry out eliuible
activities. R
If the Secretary allocates the block grant funding, the distribntion §
will be made in accordance with the formula derived and agreed ujpin§
under Section 525 as well as any other regulations or procedures pie-
scribed by the Secretary. o
If the state fails to meet the criteria for participating in the blokj
grant program, the Secretary is authorized to make the funds which;
are allocated for use available to the State FmHA office, The Commnit)
tee expects that this will occur in a timely manner so the state ]?‘mH!.L
office can obligate the funds for housing assistance projects during the
fiscal year.

Subsection (e) entitles the Secretary to set a specific date for the

receipt of submissions or qualifications required by this legislation.

Nondiserimination

Section 508(a) prohibits diserimination on the basis of race. (M,;
national origin, sex, age, or handicap under any of the progr?
authorized through this title. ) . s

Subsections (b) and (c) identify penalties in the event that diserini-$
nation does occur. .

Remedies for Noncompliance

Section 529 (a) provides the actions to be taken by the Secretar? ¢
the state has not complied with the provisions of this legislation.
Secretary may—

(1) End block grant payments to the state.
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(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) Lamit the availability of block grant payments to programs,
projects, or activities which are eligible and comply with this
legislation.

Subsection (b) provides that in addition to any of the actions out-

lned in subsection (a), the Secretary may refer the matter to the
Attorney General, so that civil action may be taken.

Subsection (c) states that the Attorney General may bring civil

ation to a U.S. District Court, and may, among other decisions, rule
- recover the amount of money which was spent improperly.

subsection (d) outlines the procedure to be taken by both the Secre-

ary and the state if funding is to be ended, reduced or limited as a
wailt of noncompliance.

Reporting Requirements

section 530 requires the Secretary to submit a report to Congress no

lier than 180 days after the close of the fiscal year. This report is
rquired to contain a description of the progress made in accomplishing
e objectives of this title as well as a summary of the use of funds

during the preceding fiscal year. The states must submit the informa-
non necessary for the completion of this report.

Interstate Agreements

section 531 authorizes two or more states to cooperate and assist one

 other in planning and administering housing programs for those

1S,

Effective Date
~eetion 532 states that this title will take effect on October 1, 1982,

| 't ('—Qongressional review of rural housing rulemaking

Definitions

“ection 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 IT of this Act;
(3) The term “resolution of disapproval” means a concurrent

""mlllﬁion of the Congress, the matter after the resolving clause
of which is as follows: “That the Congress disapproves the recom-
mended final rule issued by

it the Secretary of Agriculture dealing
h the matter of , which rule was transmitted to the
"<;.;ag1'oss on ., the first blank being filed with the title of
ti? 1 nle and such further description a may be necessary to iden-
1 Lv it, and the second blank being filled with the date of trans-
nttal of the rule to the Congress; and
“n(%) The term “appropriate committee” means the Committee
anking, Finance, and Urban A ffairs of the House of Repre-
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sentatives and the Committee on Banking, Housing and Urban 3
Affairs of the Senate.

Congressional Review of Rules

Section 542(a) (1) (A) and (B) states that these provisions do nat §
app}y to any findings made by the Secretary pursuant to section 553(3;
of title 5, U.S. Code. Nor would these provisions apply to any rule tha 3
approves or prescribes wages, prices, services or allowances for cor. 3%’
porate or financial structures. This provision would also apply to .. 38
reorganization, merger and acquisition or accounting practices and §
disclosures of corporate or financial structures. g

Subsection (C) again refers to section 553(b) (2) of title 5, 1.8}
Code by stating that any finding made under this section should nut
be subject to the provisions of this law. This exemption also include §
instances where the Secretary determines that the rule is made ]
response to an emergency situation or exceptional circumstance which
needs immediate agency action. Subsection (C)(3) provides that if]
the Secretary submits a written notice specifying the reasons for 1%
determinations described in subsection (C) (1) and (2) to the Chuir-
man and Ranking Minority Member of the appropriate committiv,
on the day the rules are issued, the rules of this section will not applr.

Subsection (3) provides that a rule which was ruled exempi from
the review authorized under this title because of subsection ((*) suk;
as an emergency provision will be terminated 120 days after if i~ n-’
acted, unless it 1s otherwise provided. , ]

Subsection (b) (1) states that recommendations made by the Seiw-:
tary will have no force or effect unless they have been reviewed ad
approved by Congress in a manner which is consistent with th«]
provisions.

Section (b) (2) (A) provides that 45 days of continuous session »:
Congress must pass from the day the rule was received by the Conur~4
before it becomes effective. Before these 45 days are over, either appr-
priate committee can order this rule to be reported or discharged i

further consideration. A rule may not become effective if one Hovw o
Congress agrees to a resolution of disapproval within a periol «f -
days. In addition, a rule may not become effective if within 30 «ids
of continuous sessions the other House agrees to the resolution of i
proval transmitted to them. L
Subsection (b) (2) (B) states that a committee report specifyin '™
reasons for a committees recommendation must accompany # v =
tion of disapproval. . )
When either House of Congress defeats a resolution qf clx.aam""""‘f
or the Senate disposes of a motion to reconsider a resolution. :qul»v; L
(b) (2) (C) allows a final rule to become effective at any time \

PN

f 2

E

o

after. ' .
Subsection (b) (3) (A) states that if Congress adjourns smv':“ N

fore the end of the 45 day period specified in subsection (L 2od

the rule will not become effective during that Congress. The Sevt =4

may transmit the rule again after the first day of the fo]lomnf A‘ 3
gress, and be subject to the 45 day period of review specified unti+
provision.. ) . ) I~
Subsection (B) provides that if the final rule is submltim” -
gress at least 45 days before Congress adjourns and neither 1ie®

fo (IS

.ot

oy
H

’

4.

¥
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canress adopts a resolution of disapproval the rule will become ef-
ienve at any time after Congress adjourns sine die.
L™ Chseetion (4) (A) requires the Secretary to give a copy of the com-
v toxt of the final rule and other related materials to the Secretary
"t e Senate and Clerk of the House of Representatives on the same
.. that it. is submitted for publication in the Federal Register.
If ither House is not in session on the day a final rule is submitted
-ubdication in the Federal Register, the 45 day period will begin the
{av hoth Houses of Congress are in session. In the event that either
.+ o 1% not in session, cither the Secretary of the Senate or the Clerk
.« House of Representatives is authorized to receive the final rule
¢ volated materials which will be printed in the Federal Register.
wetion (C) requires that the Secretary of the Senate and the Clerk
# i House give a copy of the rule and the related materials to the
topriate conunittees on the same day it is received from the
Ny

~:hwection (¢) (1) states that if a recommended rule is disapproved,
. Swrefary may issue a recommended final rule which relates to
e practices as the rejected rule. The new submission should be
s on the rulemaking record of the recommended final rule disap-
- by Congress or the supplemental rulemaking proceedings con-

Tunder section 553 and should reflect necessary and appropriate

o< in light of the congressional debate which resulted from the
~wion of the original rule. The same procedures should be fol-

»lin submitting a redraft of a rule.

- bwetion (d) states that a rule should not be considered approved,

~action is taken or a resolution of disapproval is rejected.

' ordures for Consideration of Resolutions of Disapproval

provision of the definition of “resclution of disapproval” and
spriate committee” as well as a requivement that a committee re-
veapy of the materials which would appear in the Federal Reg-
el ~pecify the reason for recommending a resolution of disap-
-~ Nenaeted as an exercise of the rulemaking power of the Senate

"+ House of Representatives respectively. The provisions of sec-

5 only apply to the procedure followed in that House in the
"2 reenlution of disapproval. These provisions supersede other
' *!!_\‘ to the extent that they are inconsistent. This legislation was
‘1 with full recognition that either House has the constitutional

o " elange the rules at any time as it would any other rule.

et 5'371 (b) states that except in the case provided for in subsec-
1! of this section, resolutions of disapproval will be referred
‘Ppropriate House or Senate Committee as soon as it is intro-

. “rreeeived from the other House of Congress.

‘ ion (e) (1) (A) states that if the committee does not report a
mofdisapproval which has been referred to it within 30 days,
‘iftee may be discharged from considering any further reso-

RN

v f.r‘nhs(‘(‘,tlon (c) (2) requires that a motion to discharge a com-
’ m the consideration of regulations must be supported in
: v}’i‘i one-fifth of the Members of that House of Congress. De-
..~ motion is limited to an hour. In the House of Representa-
'"me would be divided equally between the opponents and
“ents of the motion to discharge. while in the Senato tha tima
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ceime and ot insurance

The authority of the Director of the Federal Emergency Manage-
«ont Agency to provide crime insurance and riot reinsurance is ex-
»wled for two years. The Director must increase the premium for
« .« programs not later than 30 days after the enactment of this leg-
~tuion, The increase in premium shall exceed the average of rates for
L~ and 1982 by 50 percent. The Comptroller General of the United
~ates 15 instructed to conduct a study and report to Congress by

fruary 1, 1983 on recommendations for ways to better market the
airance to prospective users.

would be divided and controlled by the majority leader and he
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 House of
Representatives. .
Subsection (d)(2) provides that when a committee has reportiy 3
or has been discharged from further consideration of a resolution of 3
disapproval or when the companion resolution from the other Hoyw 3
has been placed on the calendar, it will be in order to move to proceed 38
to the immediate consideration of the resolution. The motion is highty &
privileged in the House and privileged in the Senate and is not debu:. 3
able. An amendment to the motion 1s not in order. 3
Subsection (d) (3) provides that debate on a resolution of disup.
proval is limited to no more than two hours. However, when one 3 < of the Senate, the Committee makes the following statement
House has dgbated its resolution of disapproval, the companion resoln. 3 - -wling the regulatory impact of the bill.
tion is not debatable. The time is divided in the same manner outline § '
in subsection (c)(2). A motion to limit debate is not in order. Ax S
amendment to, or mation to recommit the resolution is not in order. 38

ReguraTory IMPACT STATEMENT

In complnance with paragraph 11 of Rule XX VT of the standing

TITLE X

A motion to reconsider is in order only on the day of the vote on tle
adoption of the resolution of disapproval, and is not debatable. \ny §
other motions will be decided without debate. ]

Subsection (e) provides that if a resolution of disapproval .. S
been reported or discharged from the committee it was referred -

i
3

Passage of the proposed to create a rental rehabilitation and hous-
2evelopment block grant will substantially reduce regulatory and
snistrative burdens on entitlement grants by replacing the heavy
+eation and compliance burden of the previous Section 8 and other
g assistance programs, Not only does the new program require

1 oplified a,pplication. procedure, but permit state and local govern-
~ considerable flexibility in designing and implementing locally
‘el assistance programs,

and that House receives a resolution of disapproval on the same rule
from the other House, the resolution of disapproval of the other Hous
will be placed on the appropriate calendar of the first Hounse. I3 §
House receives the companion resolution of disapproval from »
other House before it disposes of its own resolution, the vote w
first House will be on the resolution of the other House.

Subsection (f) states that the provisions of this title supersed: ot ¢ 3
provisions of law requiring action by both Houses of Congress {us v §
gressional review or disapproval of agency rules in the evem 2
they are inconsistent with this tit_le. This title would not supei~:
any provision of law requiring action by only one House of Congr
for the same activities. o o

Subsection (g) specifies that for the purposes of this title cont o
of session is broken only by an adjournment sine die at the e
Congress. It also provides that if either House is adjourned o =~
recess for more than 15 days, those days are excluded in the cow
tion of days of continuous session.

=

; 1 TITLE 1I
: Dl Il mnkg-s a significant contribution to deregulation by sub-
adly reducing the number of regulations and the amount of sup-
e with which the large majority of public housing agencies
“rontend. Changes in the operating subsidy distribution mecha-
;v tantamount to a block grant approach requiring reapplica-
years,

. ragencies once every three
n 8 new construction and substantial

£

P2y
L B N

&

‘ o ! also repeals all’ Sectio
“ifation program authority except that which is required for the

C e ation of the Section 202 program for handicapped and elder-
g assistance.,

X A'f"‘milindel‘ of the bill will have no substantial regulatory

&

¥

CHanees 1x Exmsting Law

; "“I""‘l ton of the Committee, it is necessary to dispense with the
o nts of subsection 4 rule XXIX of the Standing Rules of the
morder to expedite the business of the Senate.

U.S. Conoress,
Coneressionar Bupeer OFFicE,

Effective Date

Section 544 provides that this title shall take effect on the fir-!
of the Ninety-eighth Congress.

v

TITLE VI—FLOOD, RIOT, AND CRIME INSURANCE

Authorization of appropriations for studies 4 for two v “ R (g Washington, D.C., May 28, 1982.

1 Act is reauthorized for two ¥ = 3 S (s . .
Ser]f)‘&?nlggflgg?llgér (}rigsggﬁffne foi' completion of flood “:}'H N et I’;;’)";’z’;’zegeon ZZagkmg},g H'ousld.mg, and Urdan Affairs, U.S.
studies is extended for five years to September 30, 1987. 45,00 iy nate Office Building, Washington, D.C.

¢ . . <. Cratraran :
authorized for the continuation of flood plain mapping studies S A of joaoraN: Pursuant to Sect

ion 403 of the C i
11974, the Congressional R eSS0 Ha]

1ot Offioa hae vemon -
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attached cost estimate for the Housing
Amendments of 1982,

Should the Committee so desire, we would be pleased to provide fur. /}: ;

ther details on this estimate.
Sincerely,
Axvice M. RivuaN, Director.

ConaressioNAL Bupeer OrFrice—Cost EsTIMATE

) May 28, 1929,
1. Bill number: Not yet assigned.

1982,
Banking, Housing and Urban A ffairs, May 6, 1982.

4. Bill purpose : The bill would make major changes to federal low. [
income housing programs. Except for housing for the elderly and {

handicapped, all section 8 new construction authority would be r

pealed and a new section 8 housing voucher program would be created. 3
Rural housing assistance programs would also be changed. All rursi;
housing direct loans would be made at market rates and current inferc4 4

subsidies replaced by a new rural housing block grant program. Ti»

bill would extend and provide additional funding for certain ongoing

housing-related activities.

5. Cost estimate : The estimated budget impact of the bill is snmunis- |

rized below:
[By fiscal years, in millions of dollars]

1983 1984 1985 1986 =2
Budget function 370:
Authorization level_ . . ececacmeea )L SRS S
Estimated outlays.. ..o eaian ~232 —608 -307 ~325
Budget function 450:
Authorization level... __. U —— 4,436 220 oot
Less: Existing autherization. ... ... 179 e
Net additional authorization. ... ... oo 257 220 oo
’ Esttlfma‘t;'d otét[;gysl_ ____________________________________ 50 176 78 83
Budget function 600:
Authorization level.. ... e 5,147 861 862 .. .- .
Estimated outlays.. - o oo me o mme 721 1,733 2,814 1,721 u
otal:
Authorization level. _______ 6, 860 1,081 862 ____.-... -
R 545 1,301 2,185 1,485

1 [nclud d rural h block grant program.

6. Basis of estimate:

TITLE I—COMMUNITY AND NEIGHBORHOOD DEVELOPMENT

1
e

Community development grants—The bill would increase _‘W =

thorization for community development grants from the exist!
tion 103 authorization level of $4,166 million to $4.196 milli
but earmarks $300 million for the new rental rehablht:«,xt.10_1(11
tion grant program. For estimating purposes, CBO dinide

Jeon=trs’

and Community Developmens 4

2. Bill title : Housing and Community Development Amendment- «f t

3. Bill status: As ordered reported by the Senate Committee «n .»‘

a2 ]

on i = 3

q the = |
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~aining $3,896 million as follows: 88.7 percent for community devel-
«ment block grants (CDBG@G) and 11.3 percent for urban development
+sion erants (UDAG). proportional to their 1982 budget authority
§ ...is. Past spending patterns were used to estimate outlays. Because
B e cxisting Section 103 authorization, the CDBG and UDAG pro-
B -~ outlaysin the cost estimate tables reflect only the net increase of
48 2 willion. The principal amount of property acquisition loans that
% 111D conld insure in conjunction with community development loans
oild ho limited to $225 million.

B ontal vehabilitation/construction grants—CBO assumed that 50

& it of this $300 million authorization would be set aside for rental
2 -).hilitation and 50 percent for new construction grants. Estimated
E ...vova for the rental rehabilitation erants were based on information
-avided by the Department of Housing and Urban Development
HI'DY: zero in the first vear, and 50 percent in each of the next two
e, The new construction grants outlays were based on historical
rrierns for other new construction programs. .

S.otion 318 rehabilittaion loan fund.—Section 312 of the Housing
| 1+ of 1964 allows loans to be made from the fund if commitments
s made before the end of fiscal vear 1983, Recources available for
=emifment in 1983 are estimated at. $57 million. The bill would repeal
: -+ oxisting authorization and would transfer the fund’s assets and
“dlities to HUUD’s revolving fund for liquidating programs. The
L -budect impact for this program is based on the assumption that

" msonrees available would otherwise have been committed and
tnallv disbursed. The positive outlays in the out-years reflect the
lpfn.l {-:payments and interest income that would be expected from

activity,

i homesteading.—The bill would rednce an existing 1983 au-
“ation from a level of $13.5 million to $12 million. Anthorization
"% would be such sums as may be necessary. which CBO has esti-
by increasing the 1983 proposed level for inflation.
estimated budget, impact of Title T follows:

I
—

[By fiscal years, in millions of dollars]

1983 1984 1985 1986 1987
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TITLE II—HOUSING ASSISTANCE PROGRAMS

§ s Contracts would have a one-year term and would be designed to
encourage the management improvements necessary to achieve Tier A
b status.

E Tho bill would authorize the appropriation of $4,250 million for use
L in fiscal years 1983, 1984, and 1985. Tt is assumed that the full amount
 would be available for obligation in 1983 and that outlays would be

Section 8 and public housing commitments—Title II of the bill
would make substantial modifications to HUD’s low-income honsing
subsidy programs. Except for housing for the elderly and handicap. $
ped in projects financed with section 202 loans, authority to enter intg | ‘ . .
assistance contracts with developers of newly constructed or subsiay. 3 cmistent with past experience. . .
tially rehabilitated housing would be repealed. In addition, most ac. $8 Troubled projects operating assistance.—~The bill would authorize
sistance commitments after the beginning of fiscal year 1983 would v rontinued use of excess rents collected pursuant to Section 236(g)
not be expected to involve the 15- to 40-year contracts currently {y;. i o the National Housing Act for assistance to certain troubled multi-
cal of section 8 subsidies. Instead, five-year certificates (voucher.) §f fmily housing projects. No additional authority is provided. .
would be issued to public housing agencies on behalf of qualifving 3% 7/ sing {;0" tlﬁe elderly and handicapped —Title 1T would authorize
households. The annual contract value would be set equal to 110 per.: f‘",”",‘? n fiscal y earl 1983 $790 million in direct loan authority for
cent of the estimated yearly subsidy requirement, thus providing for Ji 1! I; :““SC("UOI?i 2?2 elgieyly and handicapped housing loan program.
housing cost increases. The bill would allow two adjustments to the IR T:“‘" )ll wou 9 &80 umit the interest rate that could be charged on
annual federal contribution over the five-year contract term. T'his S Lf:l“ _pta{ls to I dpﬁgcenf; pel('iypar. This estimate assumes that all loan
cost estimate assumes a first-year payment of $2,000 per houschold, “”{‘1‘ wou 1988 I’i‘ehease lm appropriation acts and would be re-
resulting in an aggregate federal commitment of $11,000 for eark ;"r“f (uurllg poo. 2 outlays shown in this estimate are loan dis-
five-year contract, Fogats housing. sevvivar Rhs BTIent. - an authorisation

The bill would authorize D to enter into fiscal year 1983 con- NCAEA : L rwes— e
tracts totaling $(71,223 million}flrsjing unobligated funds glready appro- S f:‘“ )l"“"”“m for 1983, $11 million for 1984 and $12 million for 1985 to
priated or recaptured because of deobligations. Authority would be (J‘O‘:'min ?d.d;tw’zl"‘{ Se”"g]e.s tl(: clderly or handicapped residents
provided, however, for additional appropriations if necessary. This ;;';'tf"‘”,thf‘}j,-’“"‘f‘-s e oy bublic housing agencies or nonprofit cor-
estimated assumes that further appropriations would not be requir.d. "‘l"”'”hi 1 18 eﬁumate assumes full appropriations of the authorized
Under the various funding set-asides included in the bill, the $1 .2 1l L inicton tti:latamg?i world enter into three-year contracts with the
lion could assist about 157,000 units. Of this number, about 1373 Tho (}Q“maédﬁ do’ets ct of Title TT follows:
would involve the use of the new certificates and 15,000 wouli bel - udget impact of Title IT follows:
newly constructed units for the elderly and handicapped. Oversll,
over half of the 1983 commitments would be expected to go to unit: §
already receiving some form of federal housing assistance. Where

[By fiscal years, in millions of dollars)

: _ 1983 1984 1985 1985 1987

applicable, outlay estimates were based on program experience fm; g -

the certificate program, outlays were estimated assuming a first Vi s;»«??‘ataé°n'}23§l":‘_‘_°_"_'_"f’f'_‘_”i e

payment of $2,000 per unit with increases in the third and fifth N DR e —— Y R T A 98 45

resulting in expenditures of $11,000 per unit over the five-year 'I;L o level. e 4280

tract term. The outlays shown in this estimates are net of tho- U g B using e T B L3761 68 (77—

could be expected were the $7.2 billion to be obligated pursuant 'l‘;’ e e et 10 1 o — —

specifications conctained in the 1982 HUD appropriations act (1" v ”*;::gig:r;gvegl housing 4

lic Law 97-101). _ . — e, I T g g
Public housing operating assistance.—Title 11 of the bil (g:} e o :

provisions that would change significantly the method by which ©<"§ e —— ML LR TEE

eral operating assistance for public housing projects is ﬂd'_'f_;”"i |t - TTTTTeeeeeeeeeeeeoo 704 1,383 1,984 170 i7a

Two categories of public housing agencies would be established. 125 ) t<etains authority for ad

! - ] . , Tt 5 s ditional appropriations; currentl jected .
A and Tier B, and agencies applying for assistance would ~j=~:f < S aeeer, 0 be adequate, Y proiected levelsof unobligated balances and re

ance contracts that would provide general federal oversight but ™

maximum flexibility at the local level to establish operating "i‘n‘x‘i* ”

= TR ;.3 o ALLIA
which classification they seek. The HUD secretary, how 0}‘.1.'..} S =% uthority,
have the authority to make the final determination. In the c"l: e
A agencies, HUD would be authorized to enter into three-ye ] TITLE III—PROGRA M AMENDMENTS AND EXTENSIONS

NS g ””(l

d HETy. L Juarantee authorities—Title IIT of this bill would
" of the \‘f authority to insure mortgage loans under various sec-
il ational Housing Act. These programs result in contin-
= ¢ to the federal government and could have significant

bact in any given year even though they are intended to be

L 1

agement procedures. It would appear that Tier A .Wouldnl]:l]‘ e
majority of public housing agencies. Tier B agencies WO)},\'~i' e
experiencing continuing budget deficits, poor securlty,(}oni(w
terioration or other factors indicating financial or manage

e

v Uiy
!
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actuarially sound in the long-run. Total mortgage ipsurance conmm
ments would be limited to $41 billion in 1983. In addition, the Govern.
ment National Mortgage Association’s (GNMA) authority to issue
guarantee commitments for mortgage backed securities would I
limited to $68 billion. No budget impact for these programs 1s includeq
in this estimate. o
Title IIT would also authorize the appropriation of such sunx ay
may be necessary to cover losses in the General Insurance Fund of the

Federal Housing Administration (FHA). This money would be u:
to pay insurance claims and other liabilities of the fund. Without suel
an appropriation, these claims and liabilities would be paid with fundy
borrowed from the U.S. Treasury. Thus, this provision 1s expected 4
have no additional budget impact. ) ]
Research authorizations.—The bill would authorize the appropria
tion of $20 million in fiscal year 1983 for HUD research activitiesd
CBO assumes full appropriation of the amount authorized and etiq
mates outlays on the basis of the program’s historical spending
pattern.
FHA insurance premium collections—Under current law and prof
cedures, an FHA insured borrower pays, as part of the monthly mort
gage payment, an insurance premium equz_ﬂ to 0.5 percent per year of
the outstanding principal balance. The bill contains provisions tha
if enacted, are expected to allow HUD to collect at loan closiny. as
amount equal to the discounted present value of the insurancc pred
miums that otherwise would have been paid. The budget impaci fog
this provision shown in the cost estimate assumes a discount rate a

- 12 percent and that premiums would have been collected for 13 years
the estimated term to prepayment of FHA loans.
Other—The bill would authorize the appropriation for fiscal ves)
1983 of $5 million for the housing counseling assistance progriti 4
$15.5 million for the Neighborhood Reinvestment Corporation. A ~-{; :
ing full appropriation, the outlay of these funds is expected to folloH
historical patterns. . 3
The estimated budget impact of Title I1I follows:

¢ Insurance Fund (RHIF) generally involving deep interest rate
ainidics. Total 1982 activity for these programs is expected to exceed
y hillion, most of which will be in the form of subsidized-interest-rate
pieages. If enacted, title V of this bill would completely revise these
c-lance programs.

[.oun programs.—~Under the bill’s provisions, all future FmHA di-
..+ lousing loans would be made at rates of interest prevailing in the
aie market. Thus, instead of being FmHA’s principal rural hous-
- ibsidy mechanism, direct loans would become a source of net in-
;- (0 the federal government. In addition to the altered direct loan
ram, the bill would continue authorities under which FmHA guar-
« loans made by private lenders. Total loan activity authorized for
¢ wpriation by the bill would equal $895 million, at least $229 million
#which would be for guarantees. The budget impacts of rural housing
hown in this estimate arc based on the assumptions that all
20 activity would be released in appropriation acts and that
ishursement rates would be similar to those for the current sub-
| programs. The estimates also include the projected impact of
vhange In the treatment of asset sales proposed in the bill. (See
g ) ’

Satient of asset sales—Currently, FmHA offsets large portions

- cutlays and budget authority requirements through the sale of
Federal Financing Bank (FFB) of certificates of beneficial owner-
mcked by FmHA loans. Since FI'B outlays are off-budget, this
7 nlure obscures the actual impact on the U.S. Treasury of rural
2 g programs. The bill would alter this situation for the RHIF by
= g these transactions as borrowing rather than as the sale of

o

"‘, thongh t’.his.change would have no impact on program costs, the
b= - on the unified budget would be substantial. In fiscal year 1981,
SRR “old more than $6 billion of housing related loan assets to the
o2 voeducing budget authority needs and outlays by a like amount.
1 e ll's provisions had been in effect in that year, RHIF loan
L budget authority requirements would have been more than
* odlion rather than $594 million and outlays would have been $5.9
- rather than—$180 million. Further impacts on unified budget
P conld be expected as certificates issued in prior years come due
'lmption and are rolled over. The Congressional Budget Office

[By fiscal years, in millions of dollars]

1983 . 1084 1985 1986

0D researeh: ) . "¢ rtimate for 1983 assumes certificates of beneficial ownership
s — 2 oo geenee e ~ 1 ¥a0 billion—$2.8 billion of which will be associated with
FHA. ‘premium change: Estimated oubiays._.._. - - -686 68 687 -F 'k“'fl*.‘ztli‘ed prior to that year. Over the entire 1983-1987 period,
heL . riation 1OVEL. oo Y W 4.y sales associated with pre-1983 loan commitments are ex-
Estimated OUtlaYS_ - - <eooommmem e 18 8 oo - - ,‘"“‘ total $10.8 billion. If these transactions were treated as bor-
Yot rization teVel. - oo L AU 651 TR ‘Il}(‘)v would represent dollar-for-dollar increases to budget
Estimated QUHlAYS_ - o omeeen —664 683  —683  —°F » and outlay totals.

‘ h‘;f'w-ng grants.—As a substitute for FmHA’s subsidized
. Hianee, the bill would create a new rural housing block grant
’f}n‘s assistance would be made available through the vari-

”“]h‘]” a variety of purposes specified by the bill all of which
. ";~i:( to increase the stock of and make more affordable suit-
..M for low-income rural residents. The bill would authorize
triviation of $850 million for each of the fiscal years 1983,

TITLE V—RURAL HOUSING

: iy,
. I3 - ]1 “'111." » "\’“\

Current law contains a wide variety of programs throug ol a0
Farmers Home Administration (FmHA) provides low-f&ﬂ(m] A
income housing assistance in rural areas. These range Iro 1 Hes

cialized grant programs to direct mortgage loans from the Rurs
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1984, and 1985. Estimated outlays are based on spend-out rates as. 3
sumed for HUD’s small cities community development block grani
program. In addition to the block grant authorizations, the bill woulq #&
make available for appropriation $37 milion in 1983 funding for }

The estimated budget impact of Title VI follows:

{By fiscal years, in millions of dollars}

“ . . . . 3 1983 1984 1985 1986 1987
existing grant problems. This amount is expected to be disbursed con.
sistent with program experience, . Jpp— o .
1 i ] . ~ . wimated authorization level. ... .. ___.__ . _______.__ 1 184 e ae
The estimated budget impact of Title V follows: jumated authorization Jovel. ... .- - - & s i 3 i
J: = -+ 4 siot insurance:
[By fiscal years, in millions of dollars] E~ . «imated authorizationfevel. . .. ... 20 23 e
A s enmated OUIAYS. < e oo o e 16 22 L S,
1983 1984 1985 1986 o8 SRR
E ] Estimated authorization level. .. _____.___________ 187 1y
Fstimated outlays- - - oo e 73 193 105 6 4
Rural loans
Authorization levet 1_____________ 666 e -
Estimated outays_ e 454 90 9 -8 [ e . T
Rural grants: 7. stimate comparison : None.
Authorization level_ . __ e 887 850 850 ._._..__....
Estimated outlays_ o eceinan 23 350 801 837 514

<. Previous CBO estimate: On May 17, 1982, the Congressional
B.izet Oftice prepared a cost estimate for H.R. 6296, the Housing and
{:ian-Rural Recovery Act of 1982, as ordered reported by the House
v nittee on Banking, Finance and Urban Affairs, May 11, 1982:
# 11, 6296 does not contain the changes to the section 8 and rural hous-
> programs proposed in the Senate bill. The House bill would create
& new housing subsidy programs designed to encourage production,
2o o1l as a new program that would provide temporary mortgage
L ment assistance to certain borrowers experiencing economic hard-

& HRL 6296 would authorize the appropriation of an estimated

o billion with associated outlays totaling $13.3 billion over the
2 warestimate period.

¢ Estimate prepared by : Amy Dines and Brent Shipp.

“* Isfimate approved by :

Total:
Authorization fevel. . . o 1, 553 850 850 ... .
Estimated outlays_ A77 440 810 829 5%

1 The bill also contains authorization of $299,000,000 for guarantees of loans made by private lenders.
TITLE VI—FLOOD, RIOT AND CRIME INSURANCE

Flood insurance.—The bill authorizes the Federal Emergency Man-
agement Agency (FEMA) to enter into contracts for flood Insurance:
in fiscal years 1983 and 1984 and also authorizes the appropriation of §
$45.6 million in 1983 and such sums as may be necessary for 1984 fur]
flood studies. ) .

Orime and riot insurance—The bill would continue the crime :nd;
riot insurance program until the end of fiscal year 1984, with a 50t
cent increase in crime insurance premium rates to occur 30 day= ufter]
bill enactment. CBO assumes that the 50 percent rate increase, in adiv
tion to a rate increase already scheduled by the Federal Emergen;
Management Agency (FEMA), would cause a number of pohy
holders to cancel their crime insurance. In the base case, CBO ha- <3
sumed that without a rate increase the number of crime In-utii®
policyholders in 1983 and 1984 would remain constant at the Mnr-.‘%.
1982 level of 69,900, equalling approximately $13 million annualty e
premiums. As FEMA has not had sufficient experience with preti! |
increases to predict the demand elasticity for crime 1nsurance. v e

- has assumed a — 0.5 elasticity with respect to rates. The 56 percent
foctive increase in the crime premium rates would rgsult ina '—"XI‘“ r
cent decline in the number of policyholders. Remaining policyhe T
would contribute annual premiums of $14 million. In add““.ml'-,‘:.
1982 level of claims was adjusted by the forecasted Consumer 57
Index for 1983 and 1984, and reduced by 28 percent to reflect ©3
decrease in the number of policyholders. ) s

For the riot insurance program, premiums in 1983 and l‘) P
held constant at the 1982 level of $0.8 million, and claims W m o
mated at $1 million annually. FEMA has estimated the msura/co
gram’s operating expenses at $7 and $8 million in 1983 and 191 "3
administrative expenses at $0.3 million.

C. G. NuckoLs
) (For James L. Blum,
Assistant Divector for Budget Analysis).
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$oons to the Department, detailing their proposed programs. They
‘Rrnld, however, have broad authority to tailor their housing pro-
wums to local conditions. For example, federal assistance could be
gilized in the form of a grant, loan, or other comparable means to
wluce project development or operating costs. While the program
wull emphasize rehabilitation, it would not neglect the need for new
sstruction in supply short areas. To aid low income people in rent-
»z units produced under the program, funding for as many as 50,000
il assistance vouchers would be made available. o

Diespite the promise of this rental housing initiative, it is neverthe-
= vory small compared to the vast need among low and moderate in-
s people for better, more affordable housing. According to the
ident’s Commission on Housing, approximately 8.4 million low
s ouo households either live in substandard housing or pay excessive
garvs of their income for rent. Also, as many as 7 million occupied
need rehabilitation. Against this need, the entire Committee bill,
pyluling the new rental initiative, units to be produced under Section
2 program, and the rural housing title, would probably assist no
g~ than 85,000 additional households.
| The public housing operating subsidy program contained in the
gommitteo bill moves toward more orderly and effective support for
w: vsting stock of public housing. It establishes a two-tier incentive
e that adjusts for different degrees of distress in local housing
wicies. The éommittee bill provides a three-year authorization of
B billion, instead of the one-year $1.08 billion authorization re-
gl by the Administration. As a result, the Committee bill would
gzerove the fiscal planning of local agencies. An additional advantage
2 Committee bill is that it would permit agencies to retain without
4ity additional revenues raised from tenant rent contributions and
T Ources,
The public housing stock consists of 1.3 million units, representing
¥ Mo investment totaling more than $65 billion. Unless sufficient
ung subsidies to supplement rent, collections and other income are
Ird, local agencies cannot maintain current, projects as decent

ADDITIONAL VIEWS OF SENATORS RIEGLE, PROXM IRE]
CRANSTON, SARBANES, DODD, DIXON, AND SASSE R

The housing authorization legislation reported by the Committy
represents in many respects substantial improvement over the A
istration’s housing authorization measure. The Administration ha
proposed a series of measures that would severely damage the Natiogy
ability to develop and maintain safe, sound, affordable shelter for g
our citizens, but especially for low and moderate income people. Tig
Administration’s proposal would have virtually eliminated al] fel-ry
support for new construction and substantial rehabilitation of nultd
family rental projects, imposed heavy, unfair rent increases on &y
sisted housing tenants, threatened the taxpayers’ major investiment y
the stock of public housing, dismantled guidelines for the proper 1
agement and disposition of HUD-owned multi-family projects. an
sharply curtailed FHA mortgage insurance. 1

The Committee, on a bipartisan basis, rejected these harsh and i
advised proposals. In contrast to the Administration’s recomimend
tion, the Committee bill would reaffirm that the availability of v ey
housing for all Americans must be a top national priority. In «
operative spirit, the Committee agreed on a number of improvens
in federal housing programs that could result in greater pros L
effectiveness while respecting the need for fiscal restraint. 9

Although the Committee bill makes some laudable changes i (i
federal government’s approach to national housing needs, the hiil s
includes several serious deficiencies that must not be overlooked. It
important that they be brought to the Senate’s attention even thet
tshe elimination of all of these deficiencies may not be possibic in

enate. ;

The Committee legislation would replace current low and mid-rd
income housing construction programs with a new program for
construction and rehabilitation of multi-family rental project- TH
Administration would have terminated such efforts with virtusliy §
replacement, claiming that despite the current economic climat:. 4
private sector could fill the need unaided. L

The Committee legislation promises to improve the manner in 14
the federal government addresses the problems of housing S"N“.‘;
quality, particularly in urban areas, and at comparatively mode-t ~#

. linprovement in the means of allocating these subsidies will
4+ litlo meaning unless accompanied by sufficient funding to meet
L 2eeney needs. We are hopeful that the Committee’s authorization
iEfs’“mtm,f: subsidies, along with program changes to allow agencies
L, ! ovenues they raise, will greatly improve the ability of local
o . 0 Maintain and operate their projects. However, we recognize
& ( emmittee’s authorization may ultimately prove inadequate
L, ., "tXpected increases in utility and other costs, and in our

It moves the federal government away from making long-term Sy ~ ':":;P}ﬂ to protect this housing resource and the public’s invest-
mitments of federal subsidies, and substitutes instead a ﬂexﬂﬂﬂ e IR '('\ fhousmg would justify a Congressional response to a
of financing assistance that can be supplemented by short-teri "—gggg 5. = ~witfall,

assistance. |t \“": {:k‘_nsed that the Committee rejected several Administration
Specifically, the program would allocate funds to states A .«:“.I‘}:D“U\DOS@ unreasonable rent increases on tenants of assisted
ties by formula for the purpose of providing financing assi-¥ e < er i dministration proposed to permit rent increases of 20
! Y year, to prevent elderly and handicapped tenants from

. . ., v '-fami]Y honyi!‘r‘. ’ .
public, non-profit, and private entities for multi MR TR > dice
struction and rehabilitation. Cities and states would submit 1% e .. ’Yl)im“ o thehedical expenses from their income for purposes

(80) ing their rent contribution, and to allow for no growth in
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rental assistance subsidies to account for rent increases. The Conuy;
tee bill rejects these proposals. It would permit rent increases for e
ants living in assisteg housing to grow by no more than ten percent

year, would continue to permit the elderly and handicapped to dedy
excessive medical expenses from income, and would provide a means of
adjusting the subsidy amount during the term of the contract in or.
to accommodate increases in unit rents. Additional_ly, the Conmiti
would prevent states from counting housing subsidies for purposes of
determining welfare amounts.

| overity of the recession, and the widespread unemployment it has
nsed, makes such a program essential.

The Committee has already reported S. 2226, legislation toaid home-
wers and the housing industry. We support that legislation because
w federal government cannot stand idle as housing markets shut
awn and as the housing industry founders. By the same token, then
»leral government has at least an equal obligation to aid other Ameri-
an< who have fallen victim to the recession through the loss of their

pi~. Congress must not ignore the plight of these Americans who now
The Committee bill, however, does not address the Administration'gll f+ the additional tragedy of foreclosure on the homes that they have

proposal to count food stamp benefits as income for purposes of detan g s rked 0 hard to obtain. We believe that this growing national need
ming rent contributions of assisted housing tenants. While we 1xli-co BB st not go unanswered.

that this proposal would result in great hardship to many of tig
lowest income tenants of assisted housing, we are persuaded that sinee
the Agriculture Committee has jurisdiction over the food stamp prod
gram and received the Administration’s proposal, it should be (rives
the opportunity to deny the Administration’s request. Should thg
Administration’s proposal survive action by the Agriculture Cunig
mittee, we would take appropriate steps to overturn it when the 117D
authorization measure 1s considered on the floor. i _
The bill makes a number of modifications to the Section 8 exi-ting
housing program. Tenants would receive a fixed subsidy based njog
a local rent standard that HUD would establish, and they voil§
occupy a unit renting for more than the standard if they chose 10 i
so and if they paid the difference in rent. Although this prov:-:
can be viewed as an advantage for tenants in that it gives theni wer
flexibility in selecting units, we feel this advantage 1s offset by thd
fact that the national average amount of annual subsidy tenants v n\x‘
receive is only $2000, compared to the $3600 they would receive nndd
the current Section 8 program. As a result, the federal assistanc: n4g
be of little use to those with special housing needs such as large f annh .
or frail elderly who cannot find suitable shelter renting for the HUT
established standard. ) ) y
We object particularly to the rural housing title of the Commt
bill. Tt would impose a severe cutback in funds for rural housiny e
poses and terminate well established housing financial assist e
favor of an untried block grant mechanism. This provision © o
Committee bill has not been fully considered and may hi" Pt
designed to serve rural citizens. It would inappropriately cut :‘:‘::m
new housing construction during the most depressed housing | g
tion levels in almost forty years. ] R
The Committee, by a vote of 7-8 failed to authorize an ttn‘f“;l g
program to help those who are involuntarily upemployed a g
loss of their homes through foreclosure. We continue to sm;}“}{mh :
lation that would help as many as 100,000 homeowners wn‘]- ! “‘( e
up to 21 months—three months of arrears, twelve montjs.\f )
assistance, and six months of extended benefits, if neceSSﬂ‘“i‘{" )
could not exceed the lesser of $600 per month or 80 p{‘llf et
homeowner’s monthly payment for mortgage, taxes, an ,1‘11-':5:" >
Budget authority and outlays would total $750 mllhon 0%;0( o 14
years following the program’s enactment. This would beto B
repayments from program participants who return 10



ADDITIONAL VIEWS BY SENATORS CRANSTON,
GLE, PROXMIRE, SARBANES, DODD, DIXON, AND
SER ON RURAL HOUSING

The Farmers Home Administration’s (FmHA) rural housing sz ]
thorization included in Title V of this legislation is a dramatic 4«
parture from the existing FmHA programs and funding levels. Theug
program changes call for what we feel is an untimely elimination 8
the tested rural construction and rehabilitation programs in farg
of an untested and generally unconsidered rural housing block yre:g
to the states. ) . _
The Committee proposal will result in a, drastic cutback in our abij;
ity to construct low and moderate income housing in rural areas. lsg
ing authority for the FmHA programs would be reduced from §13
billion to $895 million. The interest rates on FmHA loans would
increased from a flexible rate, currently ranging from 1% to the ~of
of money to the Tressury, to a rate comparable to loans made 1 tia
private market. This shift from a lending program with re‘dn«.-.i >
terest rates to one of high market rates, embodied in the Connut o
proposal, practically eliminates the ability to deliver new hou-ing s
rural areas that is affordable to low-and moderate income consiery
In addition, such a major adjustment in FmHA authority may hard
an unknown effect on its capacity to deliver the other commun:!y &
velopment and farmn related programs it administers. We 't':m'r;
therefore, recommend such a proposal to the Senate and claim !
the level and quality of service to rural families will be enhun:« b
even maintained. We have every reason to believe that just the oppa
site will result. ) o
As days pass, increasing technical problems emerge which i <t
ous concerns about the block grant. We believe the comxmttw_; i
have an opportunity to develop more fully any changes to'g-;‘h; 2
housing programs. Our preliminary investigations sht?l\v i v
grant proposal apparently contains the following draw! ])a; ol
) (1) Severely reduces new and substantial rehabilita
struction;
2) Increases interest rates to consumers;
53) Increases financial burdens on states; b v
(4) Inability of states to match FmHA outreach >;\l -
(5) Increase administrative burden by separating s
gram from financing mechanism.
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LACK OF NEW CONSTRUCTION
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A program of new construction 1s essential to prO‘;lig;_:m ond

housing assistance in rural areas. Over 40% of the nat _

" A m e
ard housing is located in rural areas. Unlike structures I
(84)

85

B g stock in rural areas is often so substandard that rehabilita-

- is not feasible.

rie rural housing block grant facilitates the construction of few
anii~. To reach the income levels contemplated in the block grant
a'c of area tiedian income)

. capital costs plus a substantial portion of the operating costs.

T+ 0 that, the block grant

20000 newly contructed units. -

tual areas need housing construction not only to meet shelter

< al<o as an economic stimulus for the

b 13

requires a subsidy equal to all of

bill would produce substantially fewer

creation of new jobs, If

¥ HA were allowed to operate at its current funding level financing
+ o new homes, 170,000 private sector jobs would be created or
. -uneld. The block grant would, at best, create or sustain only one-
cof that 1t all of the funds were used for new construction. There
-ustl irony In the committee authorizing substantial funds to cre-
- housing stimulus and jobs creation program contained in S.
- and slashing the FmHA new construction program. To the ex-
“har the block grant will provide some employment, the hiatus in
whon caused by the
f thiz new

necessarily lengthy implementation proc-
program would come at the worst possible time.

INCREASED INTEREST RATES

L - ol (17) of the hill amends section 521 (a) of the Housing Act
£ tuliseffect is to change the manner in which interest rates are

Sod for FmHA borrowers, substituting the rate prevailing in
vatemarket when the loan is made.

“dumg this change, the bill repeals the existing authority to

o mberest eredits to low- and moderate-income borrowers under
“en 02 homeownership loan program. These credits reduce the

" imtrowers are required to pay, to an effective rate of as low as
“tent Interest credit is exten
ceyears, Under this legislation, when existing contracts expire,

ed to each borrower by contract

\ il be unable to grant further interest credit. As a result, the

ke vach family will pay will jump from as low as one percent

'."1: 1= 13.25 percent. This will affect nearly 400,000 borrowers
-+t result in massive delinquencies and liquidations or fore-
Citing nany thousands of families out of their homes and
S mIA with many thousands of repossessed houses to dis-

,\'”“” 515 raral multi-family rental program would be un-

. the legislation for those projects whose loans and credits
o Interest credit assistance due to the existence of prior
L. guever, some projects also make use of rental assistance in
Yol these projects’ tenants come from a very low income seg-

© . neal population that cannot afford monthly rents based

. ;!if'f‘!'«'ﬁt credit subsidy. These rental assistance contracts do

' x‘ ‘ .uf the loan. They range in terms from 5 to 20 years and

.0 enewal during the life of the loan. If a roject cannot

] '_"'i'.l']""l.\'f' 1:0.ntal assistance, then the tenants who cannot pay
i ”.}\mn‘lfleased rent would have to be evicted.

s that this proposal no longer subsidizes interest

- ousing. Low- and moderate-income rural families will
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] . - loninately urban areas. However. it took the committee t]
be hard pressed to pay for shelter in the absence of the Interest subsidy SR ..clop the urban housing block g’ra.ntl. Its beginningsegrelﬁgigga;:

This will effectively eliminate them from the housing market, threaten, @ . i far0 ti-fami : ucti i
ing laI:g‘? scale foreclosures and further injuring the housing indust ey} \""I'n';‘lltrii (<lh:?i?11(.§l ciﬁgilcll{rzggx?loﬁo&s; IIuI%tllx(s)& plz&%%gn?rﬁﬁgﬁwDb}j
By shifting to a market rate of mte,rest, low- and moderato-n}{-.,; 3 o0t Act of 1980. Although the housing lﬁock grants’ rec)L,u-sc(:r
people will not be assisted by FmHA’s loan program under thi< L, |\, o cnacted, many of its concepts are now embodied ig Section
because the only households able to take advantage of the prog 2 oi this bill. The housing block grant proposal evolved under th
would be those who could pay market rates. The average income of ¢ .+ «erutiny of the Bankjﬁg Committee; so too should el .
recipient of interest credits for the 502 programs in 1980 was $11 43 p+ - nral housing program ) 70 700 Shonld any changes
while the average rate of subsidy was about 7.4 percent below the vorglE | 1ot an casy task to design a new delivery system for rural hous
ernment market rate. By raising the interest rates to market level: iR, |iv Farmers Home Administration ( F%HyA"s) budgetar, 1ous(i
order to qualify for a $35.270 loan at 16 percent 1nterest, one VOUSEEs p techniques are complex and the demographics of %ur lly o
need an income of at least $32,985. Thus, without a further sul-iddl ., particular forms of housing assistarblc;pHoweve tail o
possibly from the state, the rural housing block grant could not he gl P\ system works well in most areas of the countll':;f I%sc:llé-
s are correctable by more modest measures, The FmHA net-

to provide homeownership opportunity, for 1ow or even moderut- in
come people as market rate 502 loans would be unavailable to al] but provides over 100,000 newly constructed or substantially re-
‘ e units to rural America each year through a variety of pro-

few higher income households in rural areas.
- Tho rural housing block grant proposal is in its embryonic

ud any such comprehensive restructuring sho

‘ any _ , uld be accom-
tanly with the greatest deliberation and corclsideration of alter-
2 That did not ocecur here.

! stopportunity to see the text of the legislation came o i
portur 3 | i n April
b~ One week later, on May 6, this committee approved 1the

coad

UNDUE FINANCIAL BURDEN ON STATES

Under the rural housing block grant proposal, FmHA loan provran
are reduced from $3.7 billion in FY 1982 to $895 million in FY 15
To maintain the current level of housing credit in rural area-. <l
governments will have to raise over $3 billion, probably frou:
exempt bonding authority, even though recent federal limirutig

soverely curtail the offering of mortgags revenne bonds.  amtly, no hearings were ever held on the specific text of the

e Over two weeks before its introducti i

L lver : ‘ uction, on April 13, the

. "..iivu\mg Subcommittee held hearings on FH,IHA rfz)autho;'iza-
.‘.‘”;. 'rl'](} concepts embodied in the rural block grant proposal
“lative language was then available, Due to time constraints

s were heard on the concept of the rural housing block

INABILITY OF STATES TO MATCH FMHA OUTREACH SYSTEMs

Farmers Home Administration currently provides a nationwi
network of about 2,000 offices that offer assistance to rural A
Most, if not all, States would find it impossible to match this ot u
capacity. The rural housing block grant would trade a system the!
decentralized and locally based in rural America, for one largels ts
in State capitals, many far removed from rural areas. ) -

Nearly half of FmHA assistance pertains to these housing prow:=
By curtailing them FmmHA will be forced to evaluate the feasis
ofy maintaining its many rural offices. This would affect the o
ability of FmHA to provide services other than housing—u v -4
which is beyond the jurisdiction of the committee.

'z

"ty favoring the proposal. Onl 7l i iti
L g sal. Y one witness in opposi

”!I”'”hd\oy testimony at the hearmg. Several n'aticgﬁtol gti(())ltll[t)(s)
“?”]‘(l(\I -\l’l}flon‘le consumers as well as housing producers
o e vith r ural housmg requested to testify, but could not
o ('(du]si} of lack of time. In addition, the Farmers Home
o W‘)u d take no position on the proposal when questioned
S t}\l}lsp the Admm‘lst:mtlon has not formulated a position
Lo 1 :18 record exhibits a lack of consideration, discussion
i sential to the adoption of the far reaching changes
s legislation that virtually eliminates the rural housing

g

ADMINISTRATIVE PROBLEMS

" ::I'"Iil(!?";op,‘onpnts of this legislation will offer an amend-
SEDIN “f);l;‘grl-e 1s considered on the Senate floor to address
i e ns n%)t Inentioned in these views. Last minute
e ! }Ilcsto»l the rural housing block grant only under-
- progran, at the Banking Committee should more fully
~gridlag io:ilith change. We applaud the desire of the spon-
. ioint e?f Improve service to rural America, and we
o ort to develop a more cost-effective system.

ol

vt hl()."“"y strongly that the issue should be reconsidered

OA

By separating the subsidy from the financing, the rurai ;
block grant will cause substantial problems for potential ]\fnw ;
renters and housing producers. FmHA will continue to have =; ;
amount of financing available. State government may have ad:* e
financing. In order to provide multi-family housing for h;-\‘\x-
people, applicants will be required to secure financing from e
a State finance agency and block grant subsidy dlolars fm“l]; e
As a result, many will have to go through two sets of appi®
order to participate in the program. . . til

We arg not ogposed to the concept of a housing block ,‘i!”‘i" "_M r
we have actively participated in developing a housing block = ;




