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HOUSI NG AND COMMUNI TY DEVELOPMENT ACT
OF 1977

MONDAY, MA R C H 7, 1 9 7 7

• HOUSE OF REPRESENTATI VES,
SUBCOMMI TTEE ON HOUSI NG AND COMMUNI TY

DEVELOPMENT OF THE COMMI TTEE ON BANKI NG,
FI NANCE AND URBAN AFFAI RS,

TV a8h, iingtoin, D. 0 .
The subcommi t t ee me t at 10: 10 a. m. i n r oom 2128 of t he Raybur n

Hous e Offi ce Bui l di ng Hon. Gl adys N. Spel hnan, presi di ng.
Pr esent : Repr esent at i ves Pat t er son, LaFal c, e, AuCoi n, Spel l man,

Roussel ot , and Gr assl ey.
Mr s . SPELLMAN. The Subcommi t t ee on Hous i ng and Communi t y

Devel opment t hi s mor ni ng begi ns i t s fi nal week of hear i ngs on t he
admi ni st rat i on' s pr oposal s r egar di ng t he ext ensi ons of var i ous housi ng
pr ogr ams and ' authori t i es. Our wi t nesses t hi s mor ni ng r epresent i ndus-
t r y t r ade gr oups : t he Mor t gage Banker s Associ at i on of Amer i ca, t he
Nat i onal Associ at i on of Mut ual Savi ngs Banks , and t he Mor t gage I n-
sur ance Compani es of Amer i ca, as wel l as t he Nat i onal Commi t t ee
Agai ns t Di scr i mi nat i on i n Hous i ng. We have a panel of i ndust r y wi t -
nesses who wi l l be t est i fyi ng on hous i ng ' assi st ance pr ogr ams , part i cu-
l ar l y ext ensi ons and changes i n Feder al Hous i ng Admi ni st r at i on
pr ogr ams.

We wel come you, gent l eman, and we woul d as k you t o at t empt t o
l i mi t your oral present at i ons t o about 10 mi nut es.

I woul d now l i ke (to cal l up t he panel r epr esent i ng t he Mor t gage
Banker s Associ at i on of Amer i ca, t he Nat i onal Associ at i on of Mut ual
Savi ngs Banks , and t he Mor t gage I nsur ance Compani es of Amer i ca.

We wi l l be j oi ned i n j ust a little whi l e, I under st and, by a f ew of our
col l eagues. But , of cour se, as you know, t he r ecor d i s bei ng ma de so t hat
al l of t hose who ar e not her e can r ead what i s bei ng sai d her e t oday.
Wh o i s our fi rst s pokes man? Mr . Rot hchi l d?

S TATEMENT OF KENNON V. ROTHCHI LD, PRESI DENT, MORTGAGE
BANKERS ASSOCI ATI ON OF AMERI CA ( MBA)

Mr . Roni cHI LD. Tha nk you ver y much.
I woul d l i ke t o s ubmi t our ful l s t at ement f or t he r ecord, and I woul d

l i ke t o comment on aspect s of t hat present at i on.
I a m Kennon V. Rot hchi l d, presi dent of t he Mor t gage Banker s As -

soci at i on and chai r man and chi d execut i ve officer of H. & Val J . Rot h-
chi l d, Inc. , of St . Paul , Mi nn.

I n t he fi rst t wo par agr aphs of our present at i on, we have s i mpl y re-
mi nded t he s ubcommi t t ee of t he rol e of t he mor t gage banker s i n t he
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nat i onal hous i ng economy. Mor t gage banker s have or i gi nat ed mor e
t han 75 per cent of al l l oans i nsur ed by t he Feder al Hous i ng Admi ni s -
t rat i on. Thos e l oans ar e now an i mpor t ant par t of t he GNMA- ba c ke d
secur i t y whi ch has br oadened t he mor t gage mar ket . The mor t gage
banker s i n doi ng t hat wor k have cont r i but ed si gni fi cant l y t o bot h t he
devel opment of t he nat i onwi de secondar y mor t gage mar ket and t he
i mpl ement at i on of FHA' s hous i ng pr ogr am. Thi s wor k has been a
di r ect benefi t t o t he hous i ng consumer .

MB A has been speaki ng mos t emphat i cal l y about t he need f or t he
F HA. F HA i s a maj or soci al i nvent i on of our t i me, a nd i t cont i nues
t o be needed. I t i s needed t o assure pr i vat e par t i ci pat i on irr f i nanci ng
homeowner s hi p f or as br oad a r ange of Amer i can f ami l i es as possi bl e.
I t i s needed t o assure t he avai l abi l i t y of an adequat e s uppl y of pri -
vat el y f i nanced r ent al housi ng.

I t i s needed t o s uppl y t he uni f or m mor t gage i ns t r ument t hat i s
essent i al t o t he nat i onwi de secondar y mor t gage mar ket . I t i s needed
t o pr ovi de mor t gages t hat back securi t i es guar ant eed by GNMA. I t
i s needed t o devel op and t o mai nt ai n i nnovat i ons i n mor t gage l endi ng
pract i ces. I t i s needed t o pr eser ve mi ni mum pr oper t y st andar ds. I t i s
needed t o prot ect consumer s .

F HA real l y i s t he f oundat i on on whi ch t he secondar y mar ket has
been bui l t , on whi ch t he br oadeni ng of t he mor t gage mar ket has been
bui l t . Wi t hout F HA as t he f oundat i on, t hat st r uct ur e of mor t gage
f i nanci ng woul d col l apse, we bel i eve.

The admi ni st r at i on has pr oposed ext endi ng t he aut hor i t y of F HA
t o i nsure mor t gage l oans and t o ext end ot her hous i ng rel at ed aut hor -
i t ies f or 1 year unt i l t he end of 1978. Thos e pr oposal s ar e f or essen-
t i al pr ogr ams , and MB A suppor t s t he admi ni st rat i on' s r ecommenda-
t i ons.

I n t he past , MB A has advocat ed mul t i year ext ensi ons t o di mi ni sh
t he possi bl e oppor t uni t i es f or FHA' s i nsur ance avai l abi l i t y l apsi ng.
We ur ge t he admi ni st r at i on and Congr es s t o use t hi s year t o devel op
and enact compr ehens i ve l egi sl at i on t hat ;wi l l si mpl i f y and consol i -
dat e FHA' s mor t gage i nsur ance pr ogr ams .

On page 4 of our pr esent at i on, we r efer t o t he ext ensi on of t he
aut hor i t y t o est abl i sh F HA i nt erest r at e cei l i ngs. Th e Secr et ar y now
has t he admi ni st r at i ve aut hor i t y t o set r at es admi ni st r at i vel y. Tha t
i s a t empor ar y aut hor i t y.

We bel i eve i t i s s i mpl y t he t i me t o a me nd t he Nat i onal Hous i ng
Act t o al l ow t he Secr et ar y t o do di rect l y wha t she has been al l owed
t o do i n t wo st eps, and t hat i s wha t t hat par agr aph r efer s t o.

On t he par agr aph about unoccupi ed F HA- i nsured sect i on 8 uni t s,
t he Secr et ar y has t he r i ght t o pr ovi de a cont r act f or sect i on 8 on
s ome unoccupi ed hous i ng uni t s. Thos e ar e uni t s t hat ar e conven-
t i onal l y f i nanced or F HA coi nsured. We bel i eve t hat t o ma ke sect i on
8 mor e effect i ve, t he aut hor i t y of t he Secr et ar y shoul d be br oadened
t o i ncl ude al l F HA- i nsured proj ect s t hat ar e used f or sect i on 8.

Unde r t he pr oposal s f or t he ma xi mu m mor t gage amount s , MB A
suppor t s t he Secret ary' s pr oposal f or i ncr easi ng t he ma x i mu m mor t -
gage amount t o $60, 000. On pages 5 and 6 of our pr esent at i on, we have
gi ven a det ai l ed rat i onal e.

I won' t r ead al l of t hose i t ems, but I do wa nt t o poi nt out t hat i n
t he Hous i ng and Communi t y Devel opment Ac t of 1974, t he i ncr ease of
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ma x i mum mor t gage amount s di d not keep up wi t h t he i nfl at i on si nce
1969. The admi ni st r at i on pr oposal f or $60, 000 woul d seek t o ma ke up
f or t hat fai l ure f r om t he 1969 t o 1974 per i od and, addi t i onal l y, mat ch
t he i nfl at i on of housi ng cost s t hr ough t he cur r ent year . Ther e i s muc h
i nfl at i on t o be account ed for , not j ust t he l ast 3 years, but goi ng back
t o 1969, whe n t he pr evi ous i ncrease i n mor t gage cei l i ngs wa s s i mpl y
not equal t o t hat change i n cost . On page 8, t ben, you see MBA' s
r ecommendat i ons f or l i mi t s.

MB A al so bel i eves i t i s necessary t o a me nd t he sect i on 203( b) ,
downpa yme nt r equi r ement s. Thos e r equi r ement s ar e set by st at ut e,
and t hey pr ovi de t he s a me ki nd of pr obl ems t hat ma x i mu m mor t gage
l i mi t s do. Ther ef or e, we s uppor t t he admi ni st r at i on pr oposal : a
3- percent downpa yme nt f or t he first $25, 000 of t he val ue of t he house,
and 5 per cent on al l above $25, 000.

Ma n y fami l i es, especi al l y younger ones, can meet mor t gage pay-
ment s but cannot amas s t he r equi r ed downpayment . Pr i vat e mor t gage
i nsurer s have i nsur ed s ome 95- per cent rat i o l oans, but downpayment s
of f r om 10 t o 20 per cent ar e mos t c ommon. MB A bel i eves t hat r educed
downpayment r equi r ement s f or pur chaser s usi ng F HA f i nanci ng wi l l
demonst r at e t hat s uch hi gh rat i o l oans ar e vi abl e i nvest ment s f or
ever yone.

I n t he ot her pr oposal s under consi derat i on, we s uppor t t he admi ni s-
t rat i on' s effort s t o a me nd sect i on 222, mor t gage i nsur ance f or servi ce-
men, and 234, mor t gage i nsur ance f or condomi ni ums , f or l ar ger mor t -
gage amount s . We al so suppor t t he admi ni st r at i on' s effort s t o a me nd
sect i on 235, homeowner s hi p f or l ow- i ncome fami l i es, t o aut hor i ze
t he Secr et ar y t o i nsure mor t gages on si ngl e- f ami l y uni t s i nvol vi ng a
hi gher ma xi mu m mor t gage amount t han i s cur r ent l y aut hor i zed. We
bel i eve t hat by endor s i ng t hose i ncreases, we ar e t r ue t o MBA' s com-
mi t ment t o suppor t a pr oper l y admi ni s t er ed sect i on 235 i nt erest sub-
si dy pr ogr am t o house di sadvant aged per sons. We al so endor se t he
admi ni st r at i on' s pr oposal t o r educe t he ma x i mu m downpayment s f or
t hese pr ogr ams .

I do appr eci at e ver y much, Ma d a m Chai r man, t he oppor t uni t y t o
t est i fy on t hi s proposal .

[ The pr epar ed st at ement of Mr . Rot hchi l d, on behal f of t he Mor t -
gage Banker s Associ at i on of Amer i ca, f ol l ows: ]

8 6 - 0 8 5 0 - 7 7 - pt . 3 - 2
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Mr . Cha i r ma n and me mb e r s of t he Subc ommi t t e e on Hous i ng and Co mmuni t y

De ve l opment , my n a me i s Ke nnon V. Rot hchi l d. I a m Pr es i dent of t he Mor t gage

Banker s Associ at i on of Ame r i ca ( MBA) and Cha i r man and Chi ef Execut i ve Of f i ce

of H. & Val J . Rot hschi l d, I nc. , St . Paul , Mi nnes ot a. Acc ompa nyi ng me i s Mr .

Br uce J ohns on, MBA' s Assi s t ant Legi s l at i ve Couns el .

We appr eci at e t he oppor t uni t y t o pr es ent our vi ews on t he pr opos ed Hous i ng

Aut hor i zat i on Ac t of 1977.

THE ROLE OF MORT GAGE BANKE RS I N F HA

Mor t gage banker s or i gi nat e mor e t han 75 per cent of al l l oans i nsured by t he Feder al

Hous i ng Admi ni s t r at i on ( FHA) . Thes e mor t gage l oans ar e, i n t ur n, ei t her sol d

t o ot her f i nanci al i nst i t ut i ons, t o t he Feder al Nat i onal Mor t gage Associ at i on ( FNMA) ,

or t o non- t r adi t i onal i nvest or s t hr ough i ssues of secur i t i es guar ant eed by t he Gove r nme nt

Nat i onal Mor t gage As soci at i on ( GNMA) . Thi s ma ke s t he F HA mor t gage a basi c

i ns t r ument i n t he s econdar y mor t gage mar ke t . By movi ng f unds i n t he nat i onwi de

ma r ke t f r om capi t al s ur pl us t o capi t al def i ci t ar eas , mor t gage banker s br i ng c o m-

pet i t i on i nt o capi t al - s hor t ar eas and r educe bor r owi ng cost s .

Mor t gage banker s have cont r i but ed s i gni f i cant l y t o bot h t he deve l opme nt of t he

nat i onwi de s econdar y mor t gage mar ke t and t he i mpl ement a t i on of t he obj ect i ves

of FHA' s hous i ng pr ogr ams . Thi s has benef i t ed bot h t he mor t gage banki ng i ndust r y

and t he hous i ng cons umer .
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T HE NEED F OR F HA

F HA, a maj or soci al i nvent i on of our t i me , cont i nues t o be ne eded.

It i s needed t o as s ur e pr i vat e par t i ci pat i on i n f i nanci ng home owne r s hi p f or a s

br oad a r ange of Ame r i c a n f ami l i es a s possi bl e.

I t i s needed t o as sur e t he avai l abi l i t y of a n adequa t e suppl y of pr i vat el y f i nanced

r ent al hous i ng.

I t i s needed t o s uppl y t he uni f or m mor t ga ge i ns t r ument t hat i s es sent i al t o t he

nat i onwi de s econdar y mor t gage mar ke t .

I t i s needed t o pr ovi de mor t ga ge s t hat ba ck secur i t i es guar ant eed by GNMA.

It i s needed t o deve l op and t o mai nt ai n i nnovat i ons i n mor t ga ge l endi ng pr act i ces .

I t i s needed t o pr es er ve mi n i mu m pr oper t y s t andar ds .

It i s needed t o pr ot ect cons ume r s .

Si nce 1934, F HA has be en t he f oundat i on of t he nat i on' s r esi dent i al f i nanci ng

s t r uct ur e. Si nce t hat t i me t he Feder al gove r nme nt has bui l t upon t he or i gi nal

e na c t me nt i n or der t o i mpl e me nt nat i onal obj ect i ves t hr oughout t he mor t gage

mar ke t . Pr i vat e i ndust r y has al so bui l t upon t hat f oundat i on. Mor t gage banker s ,

c omme r c i a l banks , mut ua l s avi ngs banks , and i ns ur ance c ompa ni e s ha ve i nves t ed

i n FHA' s mor t ga ge i ns ur ance pr ogr ams i n var i ous ways . Wi t hout F HA as t he

f oundat i on, t he s t r uct ur e woul d col l apse.
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THE HOUS I NG AUTHORI ZATI ON ACT OF 1977

The Admi ni s t r at i on has pr opos ed l egi sl at i on t o ext end t he aut hor i t y of F HA t o

i nsur e mor t ga ge l oans and t o ext end ot her hous i ng r el at ed aut hor i t i es unt i l t he

e nd of f i scal year 1978. The pr opos ed l egi sl at i on cont ai ns speci f i c pr oposal s

whi ch MBA s uppor t s becaus e t hey cont r i but e t o t he s t r engt h a nd t he cont i nued

exi s t ence of F HA.

EXTENS I ON OF F HA I NS URANCE AUTHORI TY

The aut hor i t y of t he Secr et ar y of Hous i ng and Ur ban De ve l opme nt t o i nsur e mor t -

ga ges under cer t ai n F HA mor t gage i nsur ance pr ogr a ms i s cont ai ned i n t he Nat i onal

Hous i ng Ac t . Unde r exi s t i ng l aw t he aut hor i zat i ons f or t hes e pr ogr a ms wi l l ge n-

er al l y expi r e on J une 30, 1977, wi t h a f e w due t o expi r e on Se pt e mbe r 30, 1977.

The Admi ni s t r at i on has pr opos ed ext endi ng t he aut hor i zat i ons f or al l of t hes e

pr ogr a ms t hr ough Se pt e mbe r 30, 1978. MBA s uppor t s t he Admi ni s t r at i on' s r e c om-

menda t i ons .

I n t he pas t , MBA ha s advoca t ed mul t i - year ext ens i ons t o di mi ni s h t he possi bl e

oppor t uni t i es f or FHA' s i ns ur ance aut hor i t y t o l apse. We ur ge t he Admi ni s t r at i on

a nd Congr es s t o us e t hi s year t o deve l op and t o enac t compr ehens i ve l egi sl at i on

t hat wi l l s i mpl i f y and consol i dat e FHA' s mor t gage i ns ur ance pr ogr ams .
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EXTENSI ON OF AUTHORI TY TO ESTABLI SH F HA I NTEREST RATE CEI LI NGS

The Admi ni s t r at i on has r e c omme nde d ext endi ng t hr ough Se pt e mber 30, 1978,

t he Secr et ar y' s aut hor i t y t o est abl i sh admi ni s t r at i vel y t he ma x i mu m i nt er est r at es

f or F HA- i nsur ed mor t gage l oans. Unde r exi st i ng l aw, t hi s aut hor i t y wi l l expi r e

J une 29, 1977. MBA s uppor t s t hi s pr oposal , but onl y as a s econd choi ce.

Si nce t he Nat i onal Hous i ng Ac t hol ds t he F HA i nt er est r at e at a l evel f ar be l ow

t oday' s mar ket , e. g. , 6 per cent i n sect i on 203, t he Secr et ar y needs t he pr opos ed

aut hor i t y t o set a ma x i mu m i nt er est r at e t hat real i st i cal l y r ef l ect s t he mar ke t .

A bet t er al t er nat i ve woul d be t o a me nd t he Nat i onal Hous i ng Ac t by del et i ng

t he unr eal i st i c s t at ut or y i nt er est r at e cei l i ng on F HA- i nsur ed mor t gages .

We t rust t hat t he Secr et ar y, if gr ant ed t hi s aut hor i t y, wi l l mai nt ai n t he cei l i ng

at a l evel t hat i s compet i t i ve wi t h ot her i nves t ment s . Hi st or y has pr oven t hat

at t empt s t o hol d down i nt er est cost s by mai nt ai ni ng an unr eal i st i cal l y l ow F HA

i nt er est r at e have s i mpl y ma de f unds unavai l abl e f or bor r ower s who need F HA

l oans t he mos t .

UNOCCUP I ED F HA- I NSURED SECTI ON 8 UNI TS

The Admi ni s t r at i on r e c omme nds br oadeni ng t he Secr et ar y' s pr es ent di scr et i onar y

aut hor i t y t o ma ke s ect i on 8 hous i ng ass i s t ance payment s on unoccupi ed uni t s.

At pr es ent , t he Secr et ar y ma y ma ke s uch payme nt s f or mul t i - f ami l y uni t s

unoccupi ed beyond 60 days and i nsur ed under t he Nat i onal Hous i ng Ac t onl y

i f t he mor t gage i s coi nsur ed pur s uant t o sect i on 244 of t he Nat i onal Hous i ng Act .
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Th e r e c omme nda t i on, i f i t be c ome s l a w, woul d put pr oj ect s f i nanced wi t h F HA-

i nsur ed mor t gages on t he s a me f oot i ng as convent i onal l y f i nanced or F HA coi ns ur ed

pr oj ect s . Thi s shoul d f aci l i t at e f i nanci ng a n i ncr eas ed vol ume of F HA- i nsur ed

sect i on 8 pr oj ect s. MB A bel i eves Feder a l mor t ga ge i ns ur ance shoul d pl ay a maj or

r ol e i n FHA' s obj ect i ve of i ncr eas i ng sect i on 8 hous i ng st ar t s . For t hi s r eas on,

MBA endor s es t he Admi ni s t r at i on pr opos al .

The pr es ent r est r i ct i on has act ed as a n i mpe di me nt t o t hos e pr i vat e l ender s wh o

woul d ot her wi s e ha ve par t i ci pat ed i n t he sect i on 8 hous i ng as s i s t ance pa yme nt s

pr ogr a m. The a me n d me n t woul d r eas sur e pot ent i al i nves t or s and ma k e i nves t ment

i n s ect i on 8 hous i ng mor e at t r act i ve.

SECTI ON 203( b) MAXI MUM MOR T GAGE AMOUNT S

Congr e s s has t r adi t i onal l y es t abl i shed s t at ut or y l i mi t s on t he ma x i mu m per uni t

mor t gage a moun t t hat c a n be i nsur ed. Unde r t he bas i c s ect i on 203( b) s i ngl e- f ami l y

mor t ga ge i ns ur ance pr ogr a m, t he l i mi t i s cur r ent l y $45, 000. The pur pos e of mor t -

ga ge l i mi t s i s t o as s ur e t hat F HA pr ogr ams s er ve pr i mar i l y l ow- and mode r a t e-

i nc ome f ami l i es . It i s s ome t i me s a r gued t hat cei l i ngs al so hel p t o avoi d

i nf l at i onar y pr essur es on hous i ng cos t s t hat mi ght ot her wi s e occur i f t her e wer e

no l i mi t s.

Thes e ar t i f i ci al l y l ow l i mi t s ha ve caus ed pr obl ems i n t he pas t . Fi r st , Congr es s

has been s l ow a t t i me s t o r ai se F HA l oan l i mi t s. Unt i l t he Hous i ng and Co mmu n i t y

De ve l opme nt Ac t of 1974 wa s pass ed, t he si ngl e f ami l y l i mi t wa s $39, 000—a l evel

s i gni f i cant l y be l ow t he pr i ce of mos t n e w hous es on t he ma r ke t . As a r esul t , i n

ma n y ar eas , i ncl udi ng Was hi ngt on, D. C. , mu c h of Ne w Yor k, Ne w Engl and, and
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Sout her n Cal i f or ni a, f e w hous es coul d be f i nanced us i ng F HA i ns ur ance. Eve n

mode r a t e- i nc ome f ami l i es i n t hose ar eas coul d not t ake advant a ge of t he f eder al l y-

i nsur ed mor t ga ge cr edi t whi ch F HA pr ovi des . A s i mi l ar si t uat i on exi st s t oday.

Se cond, t he i nor t gage l i mi t s f or ce F HA t o i nsur e mor t ga ge s i n t he hi gher r i sk

por t i on of t he ma r ke t . Hous ehol ds wi t h l ow i nc omes , buyi ng l ow- pr i ced hous es ,

pr es ent hi gher i ns ur ance r i sks t han do hous ehol ds wi t h mode r a t e i nc omes . Ma ki ng

i ns ur ance avai l abl e f or r eal i st i cal l y pr i ced hous i ng woul d not af f ect FHA' s abi l i t y

t o s er ve l ow- and mode r a t e- i nc ome f ami l i es . I t woul d e nha nc e FHA' s capaci t y

t o mai nt ai n an act uar i al l y s ound i ns ur ance f und whi l e ma ki ng i ns ur ance avai l abl e

t o l ow- i nc ome f ami l i es f or l ower pr i ced hous i ng. It woul d al so ma k e F HA mor e

compet i t i ve wi t h pr i vat e mor t ga ge i nsur er s and, t her eby, hel p r est r ai n possi bl e

monopol i s t i c i ns ur ance pr act i ces .

The r ecor d has s hown t hat F HA mor t ga ge cei l i ngs do l i t t l e t o hol d d own t he cos t

of hous i ng t o t he c ons ume r . The cons t r uct i on i ndus t r y is as compet i t i ve as mos t

i ndus t r i es and, i n vi ew of t he s mal l s har e of F HA i ns ur ance i n t he t ot al cons t r uct i on

ma r ke t , i t i s abs ur d t o t hi nk t hat F HA mor t ga ge cei l i ngs ha ve any ma r ke d ef f ect

on hous i ng cost s .

I deal l y, MBA woul d l i ke t o s ee s t at ut or y aut hor i t y f or t he Secr et ar y t o est abl i sh

mor t ga ge l i mi t s admi ni s t r at i vel y. In t hat wa y , F HA coul d ke e p t he l i mi t s i n l i ne

wi t h cur r ent l ocal cos t s , t he r eby r ecogni zi ng t he geogr aphi c var i at i on i n hous i ng

cost s . To t he ext ent t hat s o me s t at ut or y l i mi t at i ons ar e st i l l cons i der ed neces s ar y,

howe ve r , t he ques t i on ar i ses: Ho w muc h shoul d t he ma x i mu m mor t ga ge a mount s

be i ncr eas ed?
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The ma x i mu m mor t gage a mount s wer e i ncr eased i n t he 1974 Hous i ng and Co m-

muni t y Deve l opment Ac t f or t he f i rst t i me s i nce 1969. Tha t year Congr es s r ai sed

t he cei l i ngs f r om $39, 000 t o $45, 000, an i ncr eas e of $6, 000, or 15 per cent . Dur i ng

t he s a me per i od t he medi an sal es pr i ce of exi st i ng s i ngl e- f ami l y home s i ncr eased

f r om $22, 000 i n De c e mbe r , 1969 t o $32, 700 i n De c e mbe r , 1974, an addi t i on of

$10, 700, or 49 per cent . Thi s i ncr ease i n t he l i mi t wa s i nadequat e, and cont r i but ed

t o t he decr eas ed us e of F HA l oans by bor r ower s .

Si mi l ar l y, pr oposal s t o r ai se t he l i mi t f r om $45, 000 t o $55, 000, an i ncr eas e of

$10, 000, or 22 per cent , do no mor e t han keep pace wi t h t he i nf l at i on of 1975 and

1976. Such an i nadequat e i ncr eas e woul d not compe ns a t e f or t he f ai l ur e t o keep

t he l i mi t i n l i ne wi t h t he i nf l at i on of t he 1969- 1974 per i od and woul d not keep

pace wi t h t he cur r ent , as yet unr ecor ded, r at e of i nf l at i on f or 1977. I f Congr es s

mai nt ai ned t he 1969 r at i o of t he ma x i mu m l oan l i mi t t o t he medi an sal es pr i ce

of 39 t o 22, a ma x i mu m l oan l i mi t of $55, 000 woul d be c omme ns ur a t e wi t h a medi an

sal es pr i ce of $31, 000. The medi an pr i ce f or De c e mbe r , 1976, wa s al r eady $39, 000

whi ch woul d j ust i fy a l oan l i mi t of near l y $70, 000 i f t he Congr es s mai nt ai ned t he

39: 22 r at i o. Mor eove r , t hes e cal cul at i ons do not i ncl ude f ut ur e i nf l at i on, whi ch

i s al mos t a cer t ai nt y. The deci s i on t o mo ve f r om t he 39: 22 r at i o i n 1969 t o a 45: 32

r at i o i n 1974 shar pl y r educed t he avai l abi l i t y of F HA i ns ur ance t o moder a t e- i ncome

f ami l i es . For t hese r eas ons , we s t r ongl y s uppor t t he Admi ni s t r at i on' s pr oposal

f or a basi c $60, 000 cei l i ng, wi t h ot her r el at ed cei l i ngs s et accor di ngl y.
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MBA sugges t s t hat Congr es s a me nd t he pr esent l i mi t s as f ol l ows:

Pr esent Li mi t s Uni t Si ze Pr opos ed Li mi t s

$45, 000 One f ami l y $60, 000

$48, 750 Two $65, 000

$48, 750 Thr ee $65, 000

$56, 000 Four $75, 000

SECTI ON 203( b) DOWNP AYME NT REQUI REMENTS

The cur r ent downpa yme nt r equi r ement s set by s t at ut e f or t he sect i on 203( b) mor t -

gage i nsur ance pr ogr am cr eat e t he s a me ki nd of pr obl ems as do t he ma x i mum

mor t gage l i mi t s. The basi c F HA si ngl e- f ami l y pr ogr am r equi r es a downpa yme nt

equal t o 3 per cent of t he fi rst $25, 000 of t he val ue of t he hous e, 10 per cent of

t he next $10, 000, and 20 per cent of t he bal ance.

MBA suppor t s t he Admi ni st r at i on pr oposal : a 3 per cent downpa yme nt f or t he

fi rst $25, 000 of t he val ue of t he hous e, and 5 per cent on al l val ue above $25, 000.

Ma ny f ami l i es, especi al l y younger ones , can me e t mor t gage payment s , but cannot

a ma s s t he r equi r ed downpa yme nt . Pr i vat e mor t gage i nsur ers have i nsur ed s ome

95 per cent rat i o l oans , but downpa yme nt s of f r om 10 t o 20 per cent ar e mos t c o mmo n .

MBA bel i eves t hat r educed downpa yme nt r equi r ement s f or pur chaser s usi ng F HA

f i nanci ng wi l l demons t r a t e t hat such hi gh rat i o l oans ar e vi abl e i nves t ment s .
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I NCREAS E I N MAXI MUM I NS URABLE MORT GAGE AMOUNT S AND DECREAS E

I N DOWNP AYME NT REQUI REMENTS I N OTHER F HA P ROGRAMS

The Admi ni s t r at i on i s al so s eeki ng t o a me nd sect i ons 222 ( mor t gage i ns ur ance

f or s e r vi cemen) and 234 ( mor t gage i nsur ance f or condomi ni ums ) of t he Nat i onal

Hous i ng Ac t t o aut hor i ze t he Secr et ar y t o i nsur e mor t gages under t hes e pr ogr ams

f or s i ngl e- f ami l y uni t s up t o $60, 000. MBA ful l y s uppor t s t he a me ndme nt s .

The Admi ni s t r at i on woul d al so a me nd s ect i on 235 ( h ome- owner s hi p f or l ow- i n-

c o me f ami l i es) of t he Nat i onal Hous i ng Ac t t o aut hor i ze t he Secr et ar y t o i nsur e

mor t gages on s i ngl e- f ami l y uni t s i nvol vi ng a hi gher ma x i mu m mor t gage a mount

t han aut hor i zed under exi st i ng l aw. Speci f i cal l y, t he Admi ni s t r at i on woul d r ai se

sect i on 235 ma xi mu m mor t gage amount s f r om $25, 000 t o $31, 000 ( f r om $29, 000

t o $36, 000 i n hi gh- cos t ar eas) , and woul d i ncr eas e t he ma x i mu m l oan s i ze wi t h

r es pect t o f ami l i es of f i ve or mor e per sons f r om $29, 000 t o $36, 000 ( f r om $33, 000

t o $42, 000 i n hi gh- cos t ar eas) .

MBA endor s es s uch i ncr eases i n t hes e l i mi t s , consi s t ent wi t h i t s c ommi t me nt t o

s uppor t a pr oper l y admi ni s t er ed s ect i on 235 i nt er est s ubsi dy pr ogr am t o hous e

di s advant aged per s ons .

The Admi ni s t r at i on woul d al so r educe t he ma x i mu m downpa yme nt r equi r ement s

under sect i ons 222 and 234 of t he Nat i onal Hous i ng Act . MBA s uppor t s t he Admi n-

i st rat i on' s r ecommenda t i ons .

Thank you f or t he oppor t uni t y t o pr es ent our vi ews .
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Mr s . SPELLMAN. Tha nk you ver y much.
We wi l l go on, t hen, t o Mr . J ames .

STATEMENT OF WI LLI AM A. TAMES, SENI OR VI CE PRESI DENT,
SPRI NGFI ELD I NSTI TUTI ON FOR SAVI NGS, SPRI NGFI ELD, MASS. ,
ON BEHALF OF THE NATI ONAL ASSOCI ATI ON OF MUTUAL SAV-
I NGS BANKS, ACCOMPANI ED BY LOUI S H. NEVI NS, DI RECTOR-
COUNSEL OF THE ASSOCI ATI ON

Mr . J AMES. Ma d a m Chai r man, I a m Wi l l i am A. J ames , seni or vi ce
pr esi dent of t he Spr i ngf i el d Inst i t ut i on f or Savi ngs i n Spr i ngf i el d,
Mass. , and a membe r of t he Mor t gage Commi t t ee of t he Nat i onal
Associ at i on of Mut ual Savi ngs Banks . Wi t h me i s Loui s H. Nevi ns,
di rect or-counsel or of our nat i onal associ at i on.

We do appreci at e t hi s oppor t uni t y t o appear bef or e t he s ubcommi t -
t ee and present our vi ews on t he housi ng l egi sl at i on present l y bef or e
t he subcommi t t ee. I n t he t est i mony t hat f ol l ows, I woul d l i ke t o bri efly
hi ghl i ght t he st at ement whi ch we ar e pr esent i ng and speak a little bi t
about t he rol e of mut ual savi ngs banks i n housi ng and t he mor t gage
mar ket .

Mut ual savi ngs banks ar e al l St at e char t ered i nst i tut i ons. We ar e
t ot al l y or i ent ed t o pr omot i ng t hri f t and meet i ng t he housi ng, credi t ,
and ot her fi nanci al needs of i ndi vi dual s and fami l i es. We ar e a $136
bi l l i on i ndust r y; we have 471 i nst i t ut i ons i n 17 St at es, pr i mar i l y i n
t he Nor t heast .

Our mor t gage hol di ngs present l y r epresent 65 per cent of our t ot al
savi ngs bank asset s. We ar e t he mos t i mpor t ant sour ces of mor t gage
credi t i n t he St at es i n whi ch we ar e concent rat ed, but we ar e al so a
maj or sour ce of mor t gage l oans f or bor r ower s i n ot her St at es, t oo.
t hr ough our nat i onwi de out -of-St at e l endi ng pr ogr am.

We hol d al most $27 bi l l i on of F HA and VA l oans, whi ch repre-
sent s wel l over one- t hi r d of t he t ot al amount of such l oans hel d by
t he f our maj or pr i vat e i nst i t ut i onal l enders; and I refer t o savi ngs
and l oans, commer ci al banks, l i fe i nsur ance compani es, and oursel ves.

We t oday suppor t an ext ensi on of exi st i ng housi ng pr ogr ams. Such
ext ensi ons at real ist i c f undi ng l evel s wi l l add t he el ement of cont i nui t y
t o our Nat i on' s housi ng pr ogr ams. I n t he past , f r ankl y, s udden shi ft s
i n pr ogr am aut hor i zat i ons and f undi ng l evel s have di sr upt ed t he mar -
ket pl ace. Thi s has caused appr ehensi on i n t he hous i ng i ndust r y and
t he housi ng f i nanci ng i ndust r y whi ch i nhi bi t s t he commi t ment of re-
sources t o pr ogr ams whi ch ar e vul ner abl e t o shi f t i ng pol i t i cal cur -
rent s. The cont i nuat i on of exi st i ng pr ogr ams wi l l ser ve t o al l evi at e
t hi s ki nd of concer n.

For exampl e, member s of our i ndust r y have been wor ki ng al most 2
year s on a coi nsur ance pr ogr am f or exi st i ng mul t i f ami l y resi dences.
Thes e effort s are r eachi ng frui t i on. We ar e hopef ul t he pr ogr am wi l l
be oper at i onal i n t he near fut ure. However , HUD' s aut hor i t y t o coi n-
sur e mor t gage l oans under sect i on 244 i s schedul ed t o expi r e on
J une 30. The pr emat ur e endi ng of t hi s pr ogr am woul d el i mi nat e what
mi ght be a sour ce of consi der abl e f i nanci ng f or exi st i ng mul t i f ami l y
proj ect s.
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We al so st rongl y suppor t bot h an ext ensi on and an expansi on of
t he exper i ment al payment mor t gages under sect i on 245. The t radi -
t i onal l evel payment , f i xed rat e mor t gage cont r act i s j ust not meet i ng
t he r equi r ement s of ma ny bor r ower s or ma ny l enders. We cont i nue t o
t hi nk t hat HUD shoul d exper i ment wi t h t he gr aduat ed payment
mor t gage and al so shoul d be per mi t t ed t o exper i ment wi t h fl exi ble
rat e mor t gages as wel l .

We test i fied 2 year s ago, i n 1975, on t he subj ect of var i abl e rat e
mor t gages and are, t herefore, wel l awar e of t he cont r over sy sur r ound-
i ng VRM' s . We do hope t he subcommi t t ee wi l l be recept i ve t o an.
amendment t o sect i on 245 whi ch woul d at l east aut hor i ze H UD ; sub-
j ect t o any l i mi t at i ons t he subcommi t t ee deems appr opr i at e, t o exper i -
ment wi t h mor t gage f i nanci ng i nst r ument s t hat var y i nt erest rat es
as wel l as var yi ng payment s .

Agai n, we al so st r ongl y ur ge t he Congr ess t o under t ake a compr e-
hensi ve exami nat i on of t he pr esent st at us of F HA. We hope t he sub-
commi t t ee wi l l begi n t o f ocus on t hi s i mpor t ant i ssue t hi s year . I n t he
meant i me, we bel i eve t hat s ome i mmedi at e act i on i s necessary t o i n-
crease t he st at ut ory F HA mor t gage l i mi t s, as was ment i oned by t he
pr evi ous speaker . We al so suppor t HUD' s pr oposal f or decr easi ng
downpayment r equi r ement s.

FHA' s vol ume and shar e of t he mor t gage mar ket has decl i ned con-
si derabl y i n recent years, and t her e ar e a number of fact ors whi ch
have cont r i but ed t o t hi s decl i ne, i ncl udi ng t he fact t hat i n r ecent year s
t he pri ce of homes , part i cul ar l y i n t he subur bs, has r i sen consi derabl y,
t o r ecor d hei ght s. The f i nanci ng r equi r ement s f or home pur chases ar e
wel l beyond t he present F HA maxi mums , and ma ny mi ddl e- i ncome
fami l i es j ust cannot gai n access t o federal l y i nsured mor t gage credi t .

Wh e n F HA was a mor e domi nant mar ket force, i t act ed as a st abi l -
i zi ng i nfl uence on housi ng pri ces. Today t he F HA mor t gage cei l i ng
i s so l ow vi s-a-vi s t he goi ng pr i ce of housi ng t hat F HA i s unabl e t o
pr ovi de any assi st ance at al l i n nei ghbor hoods t hat ma y wel l have been
100 per cent f i nanced by F HA l oans when t hey wer e fi rst devel oped.
Real i st i c mor t gage cei l i ng woul d per mi t F HA t o assert i tsel f i n ma ny
s ubur ban ar eas once agai n and act as a st abi l i zi ng i nfl uence on house
pri ces.

We al so suppor t an i ncrease i n t he ma x i mum convent i onal mor t gage
el i gible f or pur chase by bot h F NMA and Fl i Ti MC. Exi st i ng l i mi t s

. const rai n t he gbi l i t y of t hese i nst i t ut i ons t o ful l y ser ve secondar y
mor t gage mar ket needs of savi ngs banks as pri ce i nfl at ion cont i nues.

F HA has ma de possi bl e t he devel opment of t he nat i onal secondar y
mar ket s. Thi s i n t ur n has faci l i t at ed t he t r adi ng of mor t gages on a
nat i onal scal e. St r engt heni ng t he abi l i t y of F HA t o i nsur e mor t gages
f or a l arger number of home buyer s t hr ough l i beral i zat i on of i nsur -
ance l i mi t s and downpayment s woul d enabl e F HA t o cont i nue t o per -
f or m t hese i mpor t ant funct i ons. We s i mpl y do not bel i eve t hat t he
pr i vat e mor t gage i nsur er s —and t hey ar e doi ng ver y wel l , but , how-
ever wel l t hey ar e doi ng, t hat t hey can ever become a compl et e sub-
st i tute f or F HA.

I n addi t i on t o per f or mi ng an essent i al rol e i n t he oper at i on of t he
secondar y mar ket , we bel i eve t hat F HA can and shoul d pl ay a maj or
rol e i n rehabi l i t at i ng mat ur e communi t i es . Gover nment al assi st ance
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i s necessary i f l ender s such as mut ual savi ngs banks ar e t o l end i n
si t uat i ons wher e t he r i sk i s gr eat er t han t hat whi ch we can r easonabl y
be expect ed t o bear on our own.

F HA. pi oneer ed t he creat i on of t he secondar y mar ket , and a revi -
t al i zed F HA can, t hr ough an expanded ur ban i nsur ance or coi nsur -
ance pr ogr am, pr ovi de t he assi st ance and i mpet us necessar y t o
encour age pr i vat e l ender s t o ma ke saf e and s ound l oans i n ol der nei gh-
bor hoods j ust begi nni ng i n t he st ages of decl i ne. A sol ut i on t o our
ur ban pr obl ems demands a par t ner shi p of pr i vat e and publ i c i nt er-
est s. A s t r ong and r econst i t ut ed F HA, oper at i ng on an economi cal l y
s ound basi s, coul d hel p us f or ge t hat necessar y par t ner shi p and per mi t
t he achi evement of publ i c goal s t hr ough pr i vat e means .

We do appr eci at e t hi s oppor t uni t y t o pr esent our vi ews and our
s t at ement and woul d be pl eased t o r espond t o any quest i ons.

Tha nk you, Ma d a m Chai r man.
[ The pr epar ed st at ement of Mr . J ames , on behal f of t he Nat i onal

Associ at i on of Mut ual Savi ngs Banks , f ol l ows: ]
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St a t e me n t o f t h e
Na t i o n a l As s o c i a t i o n o f Mu t u a l Sa v i n g s Ba n k s

b e f o r e t h e
Su b c o mmi t t e e o n Ho u s i n g a n d Co mmu n i t y De v e l o p me n t

o f t h e
Co mmi t t e e o n Ba n k i n g , Fi n a n c e a n d Ur b a n Af f a i r s

Ho u s e o f Re p r e s e n t a t i v e s
o n

Ho u s i n g Pr o g r a m Au t h o r i z a t i o n s
Ma r c h 7, 1977

Mr . Cha i r ma n a n d Me mb e r s o f t h e Su b c o mmi t t e e , my n a me i s Wi l l i a m A.

J a me s . I a m s e n i o r v i c e p r e s i d e n t o f t h e Sp r i n g f i e l d I n s t i t u t i o n f o r Sa v i n g s ,

Sp r i n g f i e l d , Ma s s a c h u s e t t s , a n d a me mb e r o f t h e Co mmi t t e e o n Mo r t g a g e I n v e s t me n t s

o f t h e Na t i o n a l As s o c i a t i o n o f Mu t u a l Sa v i n g s Ba n k s . I a m a c c o mp a n i e d t o d a y b y

Lo u i s H. Ne v i n s , d i r e c t o r - c o u n s e l o f t h e Na t i o n a l As s o c i a t i o n o f Mu t u a l Sa v i n g s

Ba n k s .

We a p p r e c i a t e t h i s o p p o r t u n i t y t o a p p e a r b e f o r e t h e Su b c o mmi t t e e a n d

p r e s e n t o u r v i e ws o n t h e h o u s i n g p r o g r a m a u t h o r i z a t i o n l e g i s l a t i o n p r e s e n t l y

b e f o r e t h e Su b c o mmi t t e e . I n t h e t e s t i mo n y t h a t f o l l o ws , I wo u l d l i k e t o b r i e f l y

p l a c e i n p e r s p e c t i v e t h e r o l e o f mu t u a l s a v i n g s b a n k s i n t h e h o u s i n g a n d mo r t g a g e

ma r k e t s , i n d i c a t e o u r s u p p o r t f o r e x t e n s i o n o f e x i s t i n g h o u s i n g p r o g r a ms , a n d

t h e n c o mme n t i n s o me wh a t mo r e d e t a i l o n a t o p i c o f p a r t i c u l a r c o n c e r n t o o u r

i n d u s t r y - - mo d i f i c a t i o n o f t h e s t a t u t o r y l i mi t a t i o n s o n Fe d e r a l Ho u s i n g

Ad mi n i s t r a t i o n mo r t g a g e i n s u r a n c e p r o g r a ms .

Mu t u a l s a v i n g s b a n k s - - a l l s t a t e c h a r t e r e d i n s t i t u t i o n s - - a r e t h e

n a t i o n ' s o l d e s t t h r i f t s p e c i a l i s t s . Fi r s t o r g a n i z e d 1 6 1 y e a r s a g o , t h e y a r e

t o t a l l y o r i e n t e d t o p r o mo t i n g t h r i f t a n d t o me e t i n g t h e h o u s i n g c r e d i t a n d o t h e r

f i n a n c i a l n e e d s o f i n d i v i d u a l s a n d f a mi l i e s . To d a y , s a v i n g s b a n k i n g i s a $ 1 3 6

b i l l i o n i n d u s t r y o f 4 7 1 i n s t i t u t i o n s l o c a t e d i n 1 7 s t a t e s , p r i ma r i l y i n t h e

n o r t h e a s t .
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Mo r t g a ge l o a n s we r e a mo n g t h e f i r s t i n v e s t me n t s a ut h or i z e d f or

s a v i n g s b a n k s , a n d mor t g a ge h o l d i n g s p r e s e n t l y r e p r e s e n t 6 5 % o f t o t a l s a v i n g s

b a n k a s s e t s . Sa v i n g s b a n k s a r e t h e mo s t i mp o r t a n t s o u r c e o f mor t g a ge c r e d i t

i n t h e s t a t e s i n whi c h t h e y a r e c o n c e n t r a t e d a n d a r e a l s o a ma j o r s o u r c e o f

mor t ga ge f u nd s f o r b o r r o we r s i n o t h e r s t a t e s , t h r o u g h t h e i r n a t i o n wi d e l e n d i n g

p r o gr a ms a n d t h r o u g h a c q u i s i t i o n s o f GNMA mor t g a ge - b a c k e d s e c u r i t i e s .

Th e s a v i n g s b a n k i n d u s t r y ' s c o mmi t me n t t o me e t i n g t h e h o u s i n g c r e d i t

n e e d s o f l o we r - a n d mod e r a t e - i n c ome b o r r o we r s i s u nd e r s c o r e d b y t h e f a c t t h a t

s a v i n g s b a n k s h ol d $ 2 6 . 7 b i l l i o n o f FHA a n d VA l o a n s ( n o t i n c l u d i n g GNMA

mo r t g a g e - b a c k e d s e c ur i t i e s ) . Th i s s u m r e p r e s e n t s we l l o ve r o ne - t h i r d o f t h e

t o t a l a mo u n t o f s u c h l o a n s he l d b y t h e f o u r ma j o r p r i v a t e i n s t i t u t i o n a l l e n d e r s

- - s a v i n g s a n d l o a n a s s o c i a t i o n s , c o mme r c i a l b a n k s , l i f e i n s u r a nc e c o mp a n i e s

a n d mu t u a l s a v i n g s b a n k s . Mo r e o v e r , t h e i n d u s t r y h a s h i s t o r i c a l l y h a d a h i g h

d e g r e e o f p a r t i c i p a t i on i n s p e c i a l - pu r po s e FHA p r o g r a ms , i n c l u d i n g r e d e v e l o p me n t

a n d r e l o c a t i on h o us i n g ( s e c t i o n s 2 2 0 a n d 2 2 1 ) a n d t h e h o me o wne r s hi p a n d r e n t a l

h o u s i n g a s s i s t a nc e s u b s i d y pr ogr a i ns ( s e c t i o n s 2 3 5 a n d 2 3 6 ) .

Ext e n s i on o f Ho u s i n g Pr o g r a m Au t h or i z a t i o n s

We s u p po r t e x t e n s i o n o f a ut h o r i z a t i o n s o f e x i s t i n g h o u s i n g p r o g r a ms .

Ext e n s i on o f e x i s t i n g p r o g r a ms a t r e a l i s t i c f u n d i n g l e v e l s wi l l a dd t h e e l e me n t

o f c o n t i n u i t y t o ou r n a t i o n ' s h o u s i n g p r o gr a ms . I n t h e p a s t , s u d d e n s h i f t s i n

p r og r a m a ut h o r i z a t i o n s a n d f u n d i n g l e v e l s h a v e d i s r up t e d t h e ma r ke t p l a c e .

Bu i l d e r s a n d l e n d e r s e x pe r i e n c e d s e ve r e p r o bl e ms whe n t h e t a p o f f e d e r a l

a s s i s t a n c e t o a p a r t i c u l a r s e g me n t o f t h e h o us i n g ma r k e t wa s s u d d e n l y t u r n e d o f f .

The r e i s t h u s a pp r e h e ns i on i n t h e i n d u s t r y t h a t i n h i b i t s t h e c o mmi t me n t o f

s t a f f a n d r e s ou r c e s t o p r o g r a ms a l l t o o v u l ne r a b l e t o s h i f t i n g p o l i t i c a l c u r r e n t s .

Co nt i nu a t i on o f e x i s t i n g p r o g r a ms wi l l s e r v e t o a l l e vi a t e t h i s c o n c e r n .
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Ad d i t i o n a l l y , we s u p p o r t t h e e x t e n s i o n s b e c a u s e we b e l i e v e t h a t i t

o f t e n t a k e s a p e r i o d o f t i me f o r c e r t a i n p r o g r a ms t o f i n d t h e i r p r o p e r r o l e

a n d a c h i e v e t h e i r f u l l p o t e n t i a l . Fo r e x a mp l e , me mb e r s o f o u r i n d u s t r y h a v e

b e e n wo r k i n g a l mo s t t wo y e a r s o n a c o i n s u r a n c e p r o g r a m f o r e x i s t i n g mu l t i -

f a mi l y r e s i d e n c e s u n d e r t h e Se c t i o n 2 4 4 p r o g r a m. At t h e p r e s e n t t i me t h e s e

e f f o r t s a r e r e a c h i n g f r u i t i o n , a n d we a r e h o p e f u l t h a t t h e p r o g r a m wi l l b e

o p e r a t i o n a l i n t h e n e a r f u t u r e . Ho we v e r , HUD' s a u t h o r i t y t o c o i n s u r e mo r t g a g e

l o a n s u n d e r Se c t i o n 2 4 4 i s s c h e d u l e d t o e x p i r e o n J u n e 3 0 . Th e u n t i me l y

a n d p r e ma t u r e t e r mi n a t i o n o f t h i s p r o g r a m wo u l d c o n s t i t u t e a wa s t e o f a l r e a d y

e x p e n d e d r e s o u r c e s a s we l l a s e l i mi n a t e wh a t ma y b e a s o u r c e o f c o n s i d e r a b l e

f i n a n c i n g f o r e x i s t i n g mu l t i f a mi l y p r o j e c t s .

We a l s o s t r o n g l y s u p p o r t b o t h a n e x t e n s i o n a n d a n e x p a n s i o n o f t h e

e x p e r i me n t a l p a y me n t mo r t g a g e p r o g r a m a u t h o r i z e d b y Se c t i o n 2 4 5 o f t h e Na t i o n a l

Ho u s i n g Ac t . I t h a s b e c o me a p p a r e n t i n r e c e n t y e a r s t h a t t h e t r a d i t i o n a l

l e v e l p a y me n t , f i x e d r a t e , mo r t g a g e c o n t r a c t i s n o t me e t i n g t h e r e q u i r e me n t s o f

ma n y b o r r o we r s o r o f ma n y l e n d e r s . Th e g r a d u a t e d p a y me n t mo r t g a g e , wi t h wh i c h

HUD i s n o w e x p e r i me n t i n g , i s d e s i g n e d t o e n a b l e f a mi l i e s wh o , b e c a u s e o f t h e i r

' i n a b i l i t y t o a f f o r d p a y me n t s i n t h e e a r l y y e a r s , c a n n o t q u a l i f y f o r t r a d i t i o n a l

mo r t g a g e f i n a n c i n g t o p u r c h a s e h o u s i n g a d e q u a t e f o r t h e i r n e e d s . Th e t h e o r y

b e h i n d t h e GPM i s t o e n a b l e t h e s e y o u n g e r , u p wa r d l y mo b i l e f a mi l i e s t o t a k e

a d v a n t a g e o f a n t i c i p a t e d i n c r e a s e s i n t h e i r i n c o me a n d p r o v i d e t h e m wi t h t h e

o p p o r t u n i t y t o b u y a h o me t h e y c o u l d n o t o t h e r wi s e a f f o r d . Fo r t h i s r e a s o n a l o n e ,

we u r g e c o n t i n u a t i o n o f t h e Se c t i o n 2 4 5 p r o g r a m a s i t p r e s e n t l y e x i s t s .

Bu t we t h i n k HUD s h o u l d a l s o b e p e r mi t t e d t o e x p e r i me n t u n d e r t h e

Se c t i o n 2 4 5 p r o g r a m wi t h f l e x i b l e r a t e mo r t g a g e s a s we l l . Th i s i s t h e o n e

e l e me n t s o r e l y l a c k i n g i n t h e p r e s e n t p r o g r a m. We t e s t i f i e d i n 1 9 7 5 b e f o r e

t h e Su b c o mmi t t e e o n Fi n a n c i a l I n s t i t u t i o n s Su p e r v i s i o n , Re g u l a t i o n

a n d I n s u r a n c e o n t h e s u b j e c t o f v a r i a b l e r a t e mo r t g a g e s a n d we a r e ,

8 6 - 0 8 5 0 - 7 7 - pt . 3 - 3
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t h e r e f o r e , a wa r e o f t h e c o n t r o v e r s y s u r r o u n d i n g VRMs . Wi t h o u t b e l a b o r i n g

t h e p o i n t , we wo u l d s i mp l y l i k e t o p o i n t o u t t h a t a c o n t r o l l e d , l i mi t e d

e x p e r i me n t wi t h t h e u s e o f v a r i a b l e i n t e r e s t r a t e mo r t g a g e s b y HUD u n d e r

t h i s p r o g r a m mi g h t g i v e a l l o f u s f u r t h e r i n s i g h t s a s t o p u b l i c r e c e p t i v i t y .

We h o p e t h e Su b c o mmi t t e e mi g h t b e r e c e p t i v e t o a n a me n d me n t t o t h e Se c t i o n 2 4 5

p r o g r a m wh i c h wo u l d a t l e a s t a u t h o r i z e HUD, s u b j e c t t o a n y v o l u me l i mi t a t i o n t h e

Su b c o mmi t t e e d e e ms a p p r o p r i a t e , t o e x p e r i me n t wi t h mo r t g a g e f i n a n c i n g i n s t r u me n t s

t h a t v a r y i n t e r e s t r a t e s a n d n o t j u s t p a y me n t s .

Fe d e r a l Ho u s i n g Ad mi n i s t r a t i o n

We s t r o n g l y u r g e t h e Co n g r e s s t o u n d e r t a k e a c o mp r e h e n s i v e e x a mi n a t i o n

o f t h e p r e s e n t s t a t u s o f FHA a n d ma k e d e t e r mi n a t i o n s a s t o i t s f u t u r e r o l e i n

h o u s i n g a n d mo r t g a g e ma r k e t s . We h o p e t h e Su b c o mmi t t e e wi l l b e g i n t o f o c u s o n

t h i s i mp o r t a n t i s s u e t h i s y e a r . I n t h e me a n t i me , we b e l i e v e t h a t i mme d i a t e a c t i o n

t o i n c r e a s e s t a t u t o r y FHA mo r t g a g e l i mi t s i s r e q u i r e d . We a l s o s u p p o r t HUD' s

p r o p o s a l f o r d e c r e a s i n g d o wn p a y me n t r e q u i r e me n t s .

As we e a r l i e r i n d i c a t e d , s a v i n g s b a n k s h a v e b e e n s u b s t a n t i a l p a r t i c i -

p a n t s i n FHA- i n s u r e d mo r t g a g e l e n d i n g o v e r t h e y e a r s . Ho we v e r , FHA' s v o l u me o f

mo r t g a g e s i n s u r e d a n d p r o p o r t i o n a l s h a r e o f t h e mo r t g a g e ma r k e t h a s d e c l i n e d

c o n s i d e r a b l y i n r e c e n t y e a r s . St a t i s t i c s i n d i c a t e t h e FHA p r e s e n t l y i n s u r e s o n l y

8 p e r c e n t o f a l l n e wl y- c o n s t r u c t e d , u n s u b s i d i z e d s i n g l e - f a mi l y h o me s . Wh i l e t h e r e

a r e a n u mb e r o f f a c t o r s wh i c h h a v e c o n t r i b u t e d t o t h i s d e c l i n e , c e r t a i n l y t h e

o u t s t r i p p i n g o f t h e ma x i mu m i n s u r a b l e mo r t g a g e a mo u n t s b y s o a r i n g h o u s i n g

p r i c e s h a s b e e n a s u b s t a n t i a l f a c t o r . Re c e n t y e a r s h a v e s e e n t h e p r i c e o f

h o me s , p a r t i c u l a r l y i n t h e s u b u r b s , r i s e t o r e c o r d h e i g h t s . As a r e s u l t o f

t h e i n c r e a s e , t h e f i n a n c i n g r e q u i r e me n t s f o r s u c h h o me p u r c h a s e s a r e we l l

b e y o n d t h e FHA ma x i mu ms a n d ma n y mi d d l e- i n c o me f a mi l i e s c a n n o t g a i n a c c e s s t o

f e d e r a l l y - i n s u r e d mo r t g a g e c r e d i t .
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Su c h a s i t u a t i o n c o n c e r n s t h e s a v i n g s ba nk i n d u s t r y f o r s e v e r a l

r e a s o n s . Fi r s t FHA, t o a n i n c r e a s i n g d e g r e e , i s i n s ur i n g l o w- p r i c e d h ome s

p u r c ha s e d b y f a mi l i e s o f mod e s t me a n s . Su c h t r a n s a c t i o ns i n v o l v e h i g h e r r i s k s

a n d , a s a r e s u l t , our i n s t i t u t i o n s ' p o r t f o l i o s o f FHA l o a n s h a ve a n i nc r e a s e d

p o t e nt i a l f o r d e f a u l t a n d e v e n t ua l f o r e c l o s u r e . Se c o n d , whe n FHA wa s a mo r e

d o mi n a n t ma r k e t f o r c e , i t ma y h a v e a c t e d a s a s t a b i l i z i n g i n f l u e n c e on h o u s i n g

p r i c e s . Wh e n t h e ma r k e t p r i c e o f mo s t h o u s e s wa s wi t hi n t h e FHA l i mi t , t h e FHA

a p p r a i s a l wa s a f a c t o r i n p r i c e n e g o t i a t i o n s . Th e s e l l e r , i n d e t e r mi n i n g h i s

a s k i n g p r i c e , wo ul d s e e k t o b r oa d e n h i s p o t e nt i a l ma r k e t a n d wou l d a s k a p r i c e

whi c h wou l d a c c ommod a t e FHA i n s u r a n c e , of t e n o bt a i n i n g a n a p p r a i s a l b e f o r e

p l a c i n g h i s h o me on t h e ma r k e t . Si mi l a r l y , t h e b o r r o we r , r e c o g n i z i n g t h e b e n e f i t s

o f t h e i n d e p e n de n t a p pr a i s a l a nd i n s p e c t i o n , wo ul d a c t i v e l y s e e k a h ome t h a t

wo ul d q u a l i f y f o r FHA i n s u r a n c e . To d a y t h e FHA mor t ga ge c e i l i n g i s s o l o w

v i s - a - v i s t h e g o i n g p r i c e o f h ou s i n g t h a t FHA i s u na b l e t o p r o v i de a n y a s s i s t a n c e

a t a l l i n ne i gh b or h oo d s t h a t ma y we l l h a ve b e e n 1 0 0 % f i na n c e d b y FHA l o a n s wh e n

t h e y we r e f i r s t d e v e l o p e d. Re a l i s t i c mor t g a ge c e i l i n g s wou l d p e r mi t FHA t o

a s s e r t i t s e l f i n ma n y s u bur ba n a r e a s on c e a g a i n .

We a l s o s u p p o r t a n i n c r e a s e i n t h e ma x i mu m c o n v e n t i o n a l mor t g a ge

e l i g i b l e f o r p u r c h a s e by b o t h t h e Fe d e r a l Na t i on a l Mo r t g a ge As s oc i a t i on a nd

t h e Fe d e r a l Ho me Loa n Mo r t ga g e Co r po r a t i o n . Exi s t i n g l i mi t s c o n s t r a i n t h e

a b i l i t y o f t h e s e i n s t i t u t i o n s t o f u l l y s e r ve s e c o n da r y mor t ga ge ma r k e t n e e d s

o f s a v i n g s b a n k s a s p r i c e i n f l a t i o n c o n t i n u e s .

I n e x a mi n i n g t h e s e p r o p o s a l s t o u pwa r dl y a dj u s t e x i s t i n g s t a t u t o r y

c e i l i n g s , i t s h ou l d b e r e me mbe r e d t h a t whi l e p r i v a t e mor t ga ge i n s ur a n c e p e r f o r ms

a v e r y u s e f u l s e r v i c e , i t d o e s no t d o t h e who l e j o b . FHA' s s h a r e o f t h e mor t g a ge

ma r k e t h a s d e c r e a s e d i n r e c e n t y e a r s b u t i t r e ma i n s a v i t a l f a c t o r i n s e c o n da r y

ma r k e t op e r a t i on s . FHA i n s ur a n c e ma d e p o s s i b l e t h e d e v e l o p me n t o f n a t i o n a l
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s e c o n d a r y ma r k e t s . Th i s , i n t u r n , h a s f a c i l i t a t e d t h e t r a d i n g o f mo r t g a g e s

on a n a t i o n a l s c a l e , t h e t r a n s f e r o f c a p i t a l f r om c a p i t a l s u r p l us t o c a p i t a l

s h o r t a r e a s o f t h e c o u n t r y , a n d t h e t a p p i n g o f a d d i t i o n a l s o u r c e s o f mo r t g a g e

c r e d i t . St r e ng t h e ni n g t h e a b i l i t y o f FHA t o i n s u r e mo r t ga g e s f o r a l a r g e r

n umb e r o f h o me b u ye r s t h r o ug h l i b e r a l i z a t i on o f t h e i n s ur a n c e l i mi t s wo u l d e n a b l e

FHA t o c o n t i n u e t o p e r f o r m t h e s e i mp o r t a nt f u n c t i o n s . We s i mp l y d o n o t b e l i e ve

t h a t p r i v a t e l y i ns ur e d mo r t g a ge s c a n e ve r be c ome a c o mp l e t e s u b s t i t u t e f o r FHA.

I n a d d i t i o n t o p e r f o r mi n g a n e s s e n t i a l r o l e i n t h e o p e r a t i o n o f t h e

s e c o n d a r y ma r k e t , we b e l i e ve t h a t FHA c a n , a n d s h o u l d , p l a y a ma j o r r o l e i n

r e h a b i l i t a t i ng ma t u r e c o mmu n i t i e s . Go v e r nme n t a l a s s i s t a nc e i s ne c e s s a r y i f

l e n d e r s , s uc h a s mu t u a l s a v i n g s b a n k s , a r e t o l o a n i n s i t u a t i on s wh e r e t h e

r i s k i s g r e a t e r t ha n we c a n r e a s o n a bl y be e x p e c t e d t o be a r o n o u r o wn . FHA

p i on e e r e d t h e c r e a t i o n o f a s e c o n d a r y ma r k e t a nd a r e v i t a l i z e d FHA c a n , t h r o u g h

a n e xp a nd e d u r b a n i n s u r a nc e o r c o i n s ur a n c e p r o g r a m, p r o v i d e t he a s s i s t a n c e a n d

i mp e t u s n e c e s s a r y t o e nc o u r a g e p r i v a t e l e n d e r s t o ma k e s a f e a nd s ou nd l o a n s o n

o l de r pr o p e r t i e s i n n e i g hb o r h o o d s i n t h e b e g i nn i n g s t a g e s o f d e c l i n e . A

s o l ut i on t o ou r u r ba n p r o b l e ms d e ma n ds a p a r t n e r s h i p o f p r i v a t e a n d p u b l i c

i n t e r e s t s . A s t r o n g a n d r e c o n s t i t u t e d FHA, o p e r a t i n g o n a n e c o n omi c a l l y s o un d

b a s i s , c a n he l p u s f o r g e t h a t n e c e s s a r y p a r t n e r s h i p a nd p e r mi t t h e a c h i e v e me n t

o f pu bl i c g o a l s t h r o u g h pr i v a t e me a n s .

We a p p r e c i a t e t h i s op p or t u n i t y t o p r e s e n t o u r v i e ws a n d wo ul d b e

p l e a s e d t o r e s p on d t o a n y qu e s t i o ns y o u ma y h a v e .
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Mr s . SPELLMAN. Tha nk you ver y muc h f or your t est i mony. We wi l l
get i nt o s ome quest i ons l at er.

Mr . Wi l l i amson?

STATEMENT OF J OHN C. WI LLI AMSON, EXECUTI VE VI CE
PRESI DENT, MORTGAGE I NSURANCE COS. OF AMERI CA

Mr . WI LLI AMSON. My na me i s J ohn C. Wi l l i amson, and a m t he
execut i ve vi ce presi dent of t he Mor t gage I nsur ance Co. of Amer i ca.
I appr eci at e t he oppor t uni t y f or me t o pr esent a bri ef st at ement about
t hi s i ndust ry.

The subcommi t t ee i s consi der i ng l egi sl at i on t hat i nvol ves t he mor t -
gage i nsur ance sys t em of t he F HA. I nvar i abl y, t he quest i on ari ses
as t o t he rol e of non- Gover nment ent i t i es i n t he field of mor t gage
i nsur ance, t he si ze of t he i ndust r y, t he mar ket whi ch i t serves, i ts
f i nanci al i nt egri t y, i ts rol e i n t he secondar y mar ket , and i ts pot ent i al
f or ser vi ng a wi der mar ket as t he housi ng needs of Amer i can fami l i es
of moder at e i ncome cont i nue t o expand. I hope t hat I wi l l be abl e i n
t hi s st at ement t o at l east ans wer s ome of t he quest i ons whi ch ma y
al r eady have occur r ed t o you.

Fi rst , I want t o st at e t hat our i ndust r y does not consi der i tsel f t o
be i n compet i t i on wi t h t he Feder al Hous i ng Admi ni st r at i on. We
bel i eve t hat t her e is a vi t al mar ket whi ch t he F HA is i n a bet t er
posi t i on t o ser ve at t hi s t i me t han t he pr i vat e mor t gage i nsur ance
i ndust ry.

The moder n versi on of t he pr i vat e mor t gage i nsur ance i ndust r y
emer ged i n Wi scons i n i n 1957 i n t he char t er i ng of t he Mor t gage
Guar ant y I nsur ance Cor p. Ther e ar e at present 15 compani es . Two
of t hese ar e of r ecent or i gi n; f our ar e rel at i vel y smal l compani es whos e
i nsur ance act i vi t y i s l i mi t ed t o one or t wo St at es. Of t he r emai ni ng
ni ne, at l east si x ar e engaged i n mor t gage i nsur ance on a nat i onal
scal e; t hat is, i n ever y St at e, i ncl udi ng Puer t o Ri co, Vi r gi n I sl ands,
and Gua m. Ther e ar e about 90 r egi onal under wr i t i ng offices whi ch
serve t he i ndust ry.

I n J anuar y of t hi s year , t he i nsur ance i n f or ce of al l compani es
aggr egat ed i n excess of $50 bi l l ion. I n 1976 our compani es recei ved
518, 343 appl i cat i ons, i nsur ed 452, 023 mor t gages on si ngl e- f ami l y
homes , f or a t ot al on new i nsur ance wr i t t en of $14, 566 mi l l i on.

Mor t gage i nsur ance compani es ar e r egul at ed by t he St at es. I n
addi t i on t o St at e regul at i on, t he Feder al Nat i onal Mor t gage Associ -
at i on and t he Feder al Ho me Loan Mor t gage Cor por at i on exerci se
s ome super vi sor y responsi bi l i t i es wi t h respect t o under wr i t i ng and
fi nanci al i nt egri t y. The basi s f or t hi s supervi si on i s t he pur chase by
t hese t wo secondar y mar ket s of convent i onal mor t gages whi ch car r y
pr i vat e mor t gage i nsurance.

As of December 31, 1976, F NMA hel d $4. 3 bi l l i on i n mor t gages
whi ch wer e pr i vat el y i nsur ed, and F HL MC, $5. 2 bi l l ion. By l aw, such
mor t gages, i f i n excess of 80 per cent of val ue

'
mus t be i nsur ed by an

i nsurer deemed qual i fi ed by F NMA and t he Mor t gage Cor por at i on.
I n addi t i on, t he Feder al Ho me Loa n Ba nk Boar d requi res t hat al l
over- 90- per cent l oans or i gi nat ed by savi ngs and l oan associ at i ons be
i nsur ed by a qual i fi ed i nsurer .
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Bot h F NMA and F HL MC requi r e a qual i fi ed MI C t o have a mi ni -
mu m of $5 mi l l i on i n pol i cyhol der s surpl us, wi t h not l ess t han $3
mi l l i on i n capi t al st ock and capi t al surpl us. I n addi t i on, an MI C ma y
not at any t i me have t ot al i nsur ance r i sk out s t andi ng i n excess of 25
t i mes i t s pol i cyhol der surpl us. MI C' s whi ch ar e not qual i fi ed by t hese
t wo secondar y mar ket cor por at i ons ar e gover ned by t he mi ni mum
capi t al r equi r ement s of t he St at es i n whi ch t hey ar e doi ng busi ness.

MI C' s general l y i nsur e t he t op 20 per cent or 25 per cent of a mor t -
gage. Up on a cl ai m bei ng fi l ed, t he MI C has t he opt i on of payi ng 20
per cent of t he t ot al cl ai m or payi ng t he ent i re cl ai m and t aki ng t i t le t o
t he pr oper t y. MI C' s general l y t ake t he per cent age set t l ement opt i on
i n about 65 per cent of t he cl ai ms fi led.

As of December 31, 1976 t he combi ned asset s of t he i ndust r y was
about $800 mi l l i on. By l aw, 50 per cent of each ear ned pr emi um dol l ar
goes i nt o a 10- year r eserve whi ch cannot be dr a wn upon dur i ng t he
10- year per i od unl ess l osses exceed 35 per cent of ear ned pr emi ums .
Cont i ngency r eserves of t he i ndust r y pr esent l y ar e appr oxi mat el y
$300 mi l l i on.

I n 1976 about 71 percent of t he mor t gages i nsur ed by MI C' s wer e
l ess t han $40, 000. The aver age mor t gage i s appr oxi mat el y $33, 000,
and t he aver age pur chase pr i ce about $36, 500.

I t hi nk t hi s i s an i mpor t ant stat i st i c, Ma d a m Chai r man. The
peopl e wh o need mor t gage i nsur ance ar e i n t he mar ket f or modes t l y
pr i ced homes . Ou r pr i vat e mor t gage i nsurer s can i nsur e t he t op 20
per cent of $75, 000 mor t gages and $100, 000 mor t gages but , because
t hey serve a mar ket t hat i s f or moder at e-pr i ced homes , t he aver age
i s about $33, 000. Over 70 per cent of t he mor t gages i nsur ed wer e l ess
t han $40, 000.

Gener al l y, about t wo- t hi rds of t he mor t gages i nsured by MI C' s
ar e on exi st i ng homes . Savi ngs and l oan associ at i ons const i t ut e about
73 per cent of pol i cyhol der s; mor t gage banker s , 15 per cent ; com-
merci al banks , 8 per cent ; mut ual savi ngs banks , 3 per cent ; and credi t
uni ons, l ess t han 1 percent .

I n 1974 t he Feder al Nat i onal Mor t gage Associ at i on and t he Fed-
eral Ho me Loa n Mor t gage Cor por at i on cont r act ed wi t h Ar t hur D.
Li t t l e Co. t o conduct a s t udy of t he i ndust ry. The r epor t , rel eased i n
Ma y 1976, concl uded t hat t he t ypi cal MI C coul d wi t hs t and economi c
adver si t y compar abl e t o t hat of t he gr eat depr essi on and st il l r emai n
sol vent .

1975 wa s a bad year , and mor t gage i nsur ance compani es pai d out
$39. 7 mi l l i on i n cl ai ms, mor e t han 50 per cent of t he t ot al cl ai ms pai d
si nce t he i ncept i on of t he i ndust r y. However , no c ompa ny was f or ced
t o dr aw upon i t s cont i ngency reserve.

Whi l e t her e i s s ome var i at i on i n t he pr emi um pl ans of di f ferent com-
pani es, mos t i nsur ance pl ans ar e on an annual basi s, wi t h t he first year' s
pr e mi um var yi ng f r om one-hal f of 1 per cent t o 1 per cent dependi ng on
t he l oan- t o-val ue rat i o. Al l annual r enewal pr emi ums ar e one- f our t h
of 1 percent . Ther e ar e s ome si ngl e- pr emi um pl ans f or 5, 7, 10, or 15
year s wi t h t he pr emi ums var yi ng f r om 11/ 2 per cent t o 33/4 percent , de-
pendi ng on t he l oan-t o- val ue rat i o and whet her cover age i s 20 per cent
or 25 percent .
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The aver age l i fe of an i nsur ance pol i cy i s about 8 years. Mos t l enders
cancel t he pol i cy af t er t he pr i nci pal has been r educed t o 80 percent .
F NMA, f or exampl e, requi res t he cancel l at i on of any pol i cy at t hat
poi nt . Al so, annual i nsur ance pol i ci es ar e aut omat i cal l y r enewabl e, at
t he opt i on of t he l ender . Some of t he compani es char ge a const ant pre-
mi um unt i l t he pr i nci pal has been r educed t o 80 per cent and t hen a
l esser const ant f or subsequent year s dur i ng whi ch t he l ender opt s t o
r enew t he pol i cy.

On J anuar y 16, 1977, t he Depar t ment of Hous i ng and Ur ban Devel -
opment rel eased a r epor t of a depar t ment al s t udy ent i t l ed " Fut ur e
Rol e of FHA. " I a m at t achi ng t o t hi s st at ement a f our- page excer pt of
t he r epor t on t he subj ect of t he rel at i onshi p of t he Feder al Hous i ng
Admi ni st r at i on t o t he pr i vat e mor t gage i nsur ance i ndust r y.

Thi s concl udes my st at ement .
[ The pr epar ed st at ement of Mr . Wi l l i amson, on behal f of t he Mor t -

gage I nsur ance Compani es of Amer i ca, al ong wi t h t he refer r ed t o re-
por t of t he Depar t ment of Hous i ng and Ur ba n Devel opment ent i t l ed
" Fut ur e Rol e of FHA, " and a l et t er dat ed Mar ch 8, 1977, t o Chai r man
Ashl ey comment i ng on t he HUD repor t , fol l ows: ]
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St a t ement of J ohn C. Wi l l i ams on, Execut i ve Vi ce Pr e s i dent , Mor t ga ge I ns ur ance
Compa ni e s of Ame r i c a , bef or e t he Subcommi t t e e on Hous i ng, Hous e Commi t t e e on
Banki ng, Fi nance and Ur ba n Af f ai r s i n r egar d t o t he pr i vat e mor t ga ge i ns ur ance
i ndus t r y.

Ma r c h 7, 1977

Mr . Cha i r ma n and Me mb e r s of t he Subcommi t t e e :

I a m gr at ef ul f or t he oppor t uni t y af f or ded me by t he Subcommi t t ee t o pr es ent

t hi s br i ef s t a t ement on t he pr i vat e mor t gage i ns ur ance i ndus t r y.

The Subc ommi t t ee i s cons i der i ng l egi s l at i on t hat i nvol ves t he mor t gage

i ns ur ance s ys t em of t he Fe de r a l Hous i ng Admi ni s t r at i on. I nvar i abl y, t he ques t i on

ar i s es a s t o t he r ol e of non- gove r nme nt ent i t i es i n t he f i el d of mor t ga ge i ns ur ance ,

t he s i ze of t he i ndus t r y, t he ma r ke t whi ch i t s e r ves , i t s f i nanci al i nt egr i t y, I t s r ol e

i n t he s econda r y ma r ke t , and i t s pot ent i al f or s er vi ng a wi de r ma r ke t a s t he hous i ng

ne eds of Ame r i c a n f ami l i es of mode r a t e i nc ome cont i nue t o expand. I hope t hat I

wi l l be abl e i n t hi s s t a t ement t o at l eas t a ns we r s o me of t he ques t i ons whi ch ma y

al r eady have occur r ed t o you.

Fi r s t , I wa n t t o s t at e t hat our i ndus t r y doe s not cons i der i t sel f t o be i n c o mp e -

t i t i on wi t h t he Fe de r a l Hous i ng Admi ni s t r at i on. We bel i eve t hat t her e Es a vi t al ma r ke t

whi ch t he F HA i s i n a bet t er posi t i on t o s e r ve at t hi s t i me t han t he pr i vat e mor t ga ge

i ns ur ance i ndus t r y.

• The mod e r n ver s i on of t he pr i vat e mor t gage i ns ur ance i ndus t r y e me r ge d i n

Wi s cons i n i n 1957 i n t he char t er i ng of t he Mor t ga ge Guar ant y I ns ur ance Cor por at i on.

The r e a r e at pr e s ent f i f t een c ompa ni e s . Two of t hes e a r e of r ecent or i gi n; f our a r e

r el at i vel y s ma l l c ompa ni e s whos e i ns ur ance act i vi t y i s l i mi t ed t o one or t wo s t at es .

Of t he r ema i ni ng ni ne, at l eas t s i x a r e engaged i n mor t ga ge i ns ur ance on a nat i onal

s cal e, t hat i s i n e ve r y s t at e i ncl udi ng Pue r t o Ri co, Vi r gi n I s l ands , and Gu a m. The r e
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ar e about ni net y r egi onal under wr i t i ng of f i ces whi ch s e r ve t he i ndus t r y.

I n J anua r y of t hi s year , t he i ns ur ance i n f or ce of al l c ompa ni e s aggr egat ed

I n exces s of $ 50 bi l l i on dol l ar s . In 1976 our c ompa ni e s r ecei ved 518, 343 appl i cat i ons ,

i ns ur ed 452, 023 mor t ga ge s on s i ngl e- f ami l y h ome s , f or a t ot al on ne w i ns ur ance

wr i t t en of $14, 566, 000, 000.

Mor t gage i ns ur ance c ompa ni e s a r e r egul at ed by t he s t at es . I n addi t i on t o

st at e r egul at i on, t he Fe de r a l Nat i onal Mor t ga ge As s oci at i on and t he Fe de r a l Ho me

Loa n Mor t ga ge Cor por at i on exer ci s e s uper vi s or y r es pons i bi l i t i es , par t i cul ar l y wi t h

r es pect t o under wr i t i ng and f i nanci al I nt egr i t y. The bas i s f or t hi s s uper vi s i on i s t he

pur chas e b y t hes e t wo s ec onda r y ma r ke t s of convent i onal mor t gage s whi ch c a r r y

pr i vat e i ns ur ance. As of De c e mb e r 31, 1976 F NMA hel d $4 . 3 bi l l i on i n mor t ga ge s

whi ch we r e pr i vat el y i ns ur ed, and F HL MC, $5 . 2 bi l l i on. By l a w, s uc h mor t ga ge s ,

I f i n exces s of 8 0 % of val ue, mu s t be i ns ur ed by i ns ur e r de e me d qual i f i ed b y F NMA

and t he Mor t gage Cor por at i on. I n addi t i on, t he Fe de r a l Ho me Loa n Ba n k Boa r d

r equi r es t hat al l ove r 9 0 % l oans or i gi nat ed by s avi ngs and l oan as s oci at i ons be i ns ur ed

by a qual i f i ed i ns ur er .

Bot h F NMA and F HL MC r equi r e a qual i f i ed MI C t o ha ve a mi n i mu m of $ 5 mi l l i on

i n pol i cyhol der s s ur pl us , wi t h not l es s t han $ 3 mi l l i on i n capi t al s t ock and capi t al

s ur pl us . I n addi t i on an MI C ma y not at any t i me have t ot al I ns ur ance r i s k out s t andi ng

i n exces s of 25 t i mes i t s pol i cyhol der s ur pl us . MI Cs whi ch a r e not qual i f i ed by t hes e

t wo s econda r y ma r ke t cor por at i ons a r e gove r ned by t he mi n i mu m capi t al r equi r e ment s

of t he s t at es i n whi ch t hey a r e doi ng bus i nes s .
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Pr i vat e mor t ga ge i ns ur ance c ompa ni e s ( MI Cs ) gener al l y i ns ur e t he t op 20%

or 2 5 % of a mor t gage . Upon a c l a i m bei ng f i l ed, t he MI C has t he opt i on of payi ng

2 0 % of t he t ot al c l ai m; or payi ng t he ent i r e c l a i m and t aki ng t i t l e t o t he pr oper t y.

MI Cs gener al l y t ake t he per cent age s et t l ement opt i on i n about 6 5 % of t he c l a i ms f i l ed.

As of De c e mb e r 31, 1976 t he c ombi ne d as s et s of t he i ndus t r y wa s about $ 800

mi l l i on. By l a w, 5 0 % of e a c h ea r ne d p r e mi u m dol l ar goe s i nt o a t en- year r e s e r ve

whi ch cannot be dr a wn upon dur i ng t he t en- year per i od unl es s l os s es e xceed 3 5 % of

e a r ned p r e mi u ms . Cont i ngency r e s er ves of t he i ndus t r y pr es ent l y a r e appr oxi ma t e l y

$300 mi l l i on; unea r ned p r e mi u m r e s e r ve about $180 mi l l i on, and l os s r e s e r ves about

$35 mi l l i on.

I n 1976 about 71% of t he mor t gage s i ns ur ed by MI Cs we r e l es s t han $40, 000.

The ave r age mor t ga ge i s appr oxi ma t e l y $33, 000 and t he ave r age pur c has e pr i ce

about $36, 500.

Gene r al l y, about t wo- t hi r ds of t he mor t gage s i ns ur ed by MI Cs a r e on exi s t i ng

h ome s . Savi ngs and l oan as s oci at i ons const i t ut e about 7 3 % of pol i cyhol der s ; mor t ga ge

banke r s , 15%; c omme r c i a l banks , 8%; mut ua l s avi ngs ba nks , 3 %; and cr edi t uni ons

l es s t han

In 1974 t he Fe de r a l Nat i onal Mor t ga ge As s oci at i on and t he Fe de r a l Ho me Loa n

Mor t ga ge Cor por at i on cont r act ed wi t h t he Ar t hur D. Li t t l e Co. t o conduc t a s t udy of

t he i ndus t r y. The r epor t , r el eas ed i n Ma y 1976, concl uded t hat t he t ypi cal MI C coul d

wi t hs t and e c onomi c adver s i t y c ompa r a bl e t o t hat of t he Gr e a t Depr es s i on and st i l l

r e ma i n s ol vent .
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1975 wa s a bad yea r and mor t gage i ns ur ance c ompa ni e s pai d out $39. 7 mi l l i on

i n c l a i ms , mo r e t han fi f t y pe r cent of t he t ot al c l a i ms pai d s i nce t he i ncept i on of t he

i ndus t r y. Howe ve r , no c o mp a n y wa s f or ced t o dr a w upon i t s cont i ngency r e s e r ve .

Whi l e t her e i s s o me var i at i on i n t he p r e mi u m pl ans of di f f er ent c ompa ni e s ,

mos t i ns ur ance pl ans a r e on an annual bas i s , wi t h t he f i r s t year ' s p r e mi u m var yi ng

f r o m of 1 % t o 1 % dependi ng on t he l oan t o val ue r at i o. Al l annual r ene wa l p r e mi u ms

a r e A-of 1%. The r e a r e s o me s i ngl e p r e mi u m pl ans , f or 5, 7, 10, or 15 yea r s wi t h

t he p r e mi u ms var yi ng f r om 111 % t o 2 3 / 4% dependi ng on t he l oan t o val ue r at i o a nd

whe t he r cove r age i s 2 0 % or 25%. The ave r age l i fe of an i ns ur ance pol i cy i s about

8 year s . Mo s t l ender s cancel t he pol i cy af t er t he pr i nci pal ha s been r e duced t o 8 0%.

F NMA, f or e xa mpl e , r equi r es t he cancel l at i on of a ny pol i cy at t hat poi nt . Al s o,

annual i ns ur ance pol i ci es a r e aut omat i cal l y r enewabl e , at t he opt i on of t he l ende r .

So me of t he c ompani e s cha r ge a cons t ant p r e mi u m unt i l t he pr i nci pal ha s be en

r educed t o 80%, and t hen a l e s s er cons t ant f or s ubs equent yea r s dur i ng whi ch t he l ender

r e ne ws t he pol i cy.

On J anua r y 16, 1977 t he De pa r t me nt of Hous i ng and Ur ba n De ve l opme nt r el eas ed

a r epor t of a depar t ment al s t udy ent i t l ed " Fut ur e Rol e of F HA" . I a m at t achi ng t o

t hi s s t at ement a f our- pa ge excer pt of t he r epor t on t he s ubj ect of t he r el at i onshi p of

t he Fe de r a l Hous i ng Admi ni s t r at i on t o t he pr i vat e mor t ga ge i ns ur ance i ndus t r y. Thi s

conc l udes my s t at ement .
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I I I . Th e Re l a t i o n s h i p o f F HA t o P MI s

A. Th e S i n g l e F a mi l y Ho me Ma r k e t

Th e c o n t i n u e d i mp o r t a n c e o f F HA i n s u r a n c e , p a r t i c u l a r l y

f o r s i n g l e f a mi l y r e s i d e n t i a l mo r t g a g e s , d e p e n d s u p o n

t h e e x t e n t t o wh i c h p r i v a t e i n s u r e r s c a n n o t o r wi l l n o t

p r o v i d e mo r t g a g e i n s u r a n c e t o f a mi l i e s c a p a b l e o f

h o me o wn e r s h i p a t p r e mi u m r a t e s wh i c h a r e a c c e p t a b l e i n

t e r ms o f o u r n a t i o n a l c o mmi t me n t t o i n c r e a s i n g h o me o wn e r -

s h i p o p p o r t u n i t i e s .

Th r e e p o t e n t i a l s h o r t c o mi n g s i n t h e P MI i n d u s t r y

h a v e b e e n e x a mi n e d :

1 . Th e f i n a n c i a l i n t e g r i t y ( a c t u a r i a l s o u n d n e s s )

o f t h e p r i v a t e f i r ms i n t h e i n d u s t r y ;

2 . Th e d e g r e e o f

ma r k e t ; a n d

3 . Th e a b i l i t y ( o r wi l l i n g n e s s ) o f

mo n o p o l y p o we r i n t h e p r i v a t e

t h e p r i v a t e

f i r ms t o me e t t h e i n s u r a n c e n e e d s o f t h e

v a r i . ms s e c t o r s o f t h e h o u s i n g ma r k e t .

I t a p p e a r s t h a t , a t l e a s t i n t h e f i r s t t wo i n s t a n c e s ,

t h e P MI s d o n o t s u f f e r p r o b l e ms s u f f i c i e n t l y s e r i o u s t o

wa r r a n t c o n c e r n . *

On t h e o t h e r h a n d , t h e e v i d e n c e c l e a r l y d o e s n o t

wa r r a n t e l i mi n a t i o n o f F e d e r a l mo r t g a g e i n s u r a n c e . I n

* An e x t e n s i v e a n a l y s i s o f t h e s t r e n g t h a n d s t r u c t u r e o f
t h e P MI i n d u s t r y b y t h e A. D. Li t t l e Co . d o c u me n t s t h i s
a n d t h e s u b s e q u e n t c o n c l u s i o n s . ( A. D. Li t t l e Co . ,
Th e P r i v a t e Mo r t g a g e I n s u r a n c e I n d u s t r y , Ap r i l 1 9 7 5 )
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s e v e r a l S t a t e s , t h e d e f a u l t i n s u r a n c e ma r k e t i s d o mi n a t e d

b y a s i n g l e f i r m wh i c h , i n t h e a b s e n c e o f a n F HA a l t e r n a -

t i v e , c o u l d e x h i b i t mo n o p o l i s t i c b e h a v i o r . I n t h e s e

a r e a s t h e a v a i l a b i l i t y o f F HA mo r t g a g e i n s u r a n c e p r o v i d e s

a l a t e n t r e s t r a i n t o n t h e p r i c i n g p o l i c i e s o f t h o s e

p r i v a t e i n s u r e r s .

I n o t h e r a r e a s P MI s a r e n o t y e t a c t i v e a n d f o r

s o me g r o u p s o f h o me o wn e r s , s u c h a s y o u n g f i r s t - t i me

p u r c h a s e r s , t h e p r i v a t e s e c t o r ma y n o t b e p r o v i d i n g

mo r t g a g e c r e d i t a t r e a s o n a b l e t e r ms .

An a b r u p t e x i t b y F HA f r o m t h e h o me mo r t g a g e ma r k e t

a l s o wo u l d h a v e a d i s r u p t i v e e f f e c t o n t h e s e c o n d a r y

mo r t g a g e ma r k e t , b e c a u s e o f ma n y i n v e s t o r s ' c o n t i n u i n g

p r e f e r e n c e f o r t h e 1 0 0 %, f u l l f a i t h a n d c r e d i t i n s u r a n c e

c o v e r a g e a v a i l a b l e f r o m F HA. F HA i n c r e a s i n g l y i s

s e r v i n g mo r t g a g e b a n k e r s , wh o o r i g i n a t e l o a n s f o r s a l e

i n t h e s e c o n d a r y ma r k e t r a t h e r t h a n t h e i r o wn p o r t f o l i o s .

Th u s , F HA s h o u l d n o t e x i t t h e u n s u b s i d i z e d s i n g l e

f a mi l y d e f a u l t i n s u r a n c e ma r k e t , b u t i t s h o u l d f o c u s i t s

e f f o r t s o n o f f e r i n g c o v e r a g e wh e r e t h e P MI s a r e u n a b l e

o r u n wi l l i n g t o d o s o , wh i l e a t t h e s a me t i me e x e r t i n g a

l a t e n t r e s t r a i n t o n t h e p r i c i n g p o l i c i e s o f p r i v a t e f i r ms .

I n s u c h a " c o mp l e me n t a r y " r o l e , F HA wo u l d b e

p r o v i d i n g c o v e r a g e o n i n d i v i d u a l l o a n s p r i ma r i l y wh e n :

( a ) p r i v a t e mo r t g a g e i n s u r a n c e . i s u n a v a i l a b l e d u e t o

e i t h e r a n a b s e n c e o f a c t i v e p r i v a t e mo r t g a g e i n s u r a n c e

f i r ms i n p a r t i c u l a r ma r k e t a r e a s o r t o u n a c c e p t a b l y
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r e s t r i c t i v e u n d e r wr i t i n g p o l i c i e s o n t h e p a r t o f t h o s e

f i r ms t h a t a r e p r e s e n t ; o r ( b ) p r i v a t e mo r t g a g e i n s u r a n c e

i s a v a i l a b l e o n l y a t u n r e a s o n a b l y h i g h p r i c e s .

To a c h i e v e t h i s ma r k e t r o l e , F HA' s s t r a t e g y s h o u l d

i n c o r p o r a t e t h r e e b a s i c f e a t u r e s . F i r s t , t h e i n s u r a n c e

c o v e r a g e p r o v i d e d b y F HA s h o u l d b e p r i c e d a t a c o s t

wh i c h a v o i d s s u b s i d i z a t i o n o f t h e i n s u r a n c e p r e mi u m,

t h e r e b y e n s u r i n g t h a t c o n s u me r s wi l l n o t b e b i d a wa y

f r o m t h e p r i v a t e ma r k e t a t p u b l i c e x p e n s e . Th i s s t r a t e g y

i s d e p e n d e n t , t h e r e f o r e , u p o n HUD' s s u c c e s s i n a c h i e v i n g

a c t u a r i a l s o u n d n e s s i n mo s t o f i t s p r o g r a ms .

S e c o n d , F HA s h o u l d g u a r d a g a i n s t u n n e c e s s a r i l y s t i f l i n g t h e

f u t u r e g r o wt h o f t h e p r i v a t e mo r t g a g e i n s u r a n c e i n d u s t r y .

As n e w f i r ms e n t e r t h e i n d u s t r y a n d a s t h e p r i v a t e

f i r ms e x p a n d t h e i r u n d e r wr i t i n g p o l i c i e s t o i n c o r p o r a t e

mo r e r i s k y b u s i n e s s , F HA s h o u l d n o t b e p r o t e c t i v e o f

i t s s h a r e o f t h e s i n g l e f a mi l y ma r k e t .

Th i r d , F HA s h o u l d p l a c e a g r e a t e r e mp h a s i s o n i t s

h i s t o r i c r o l e i n d e mo n s t r a t i n g a n d s u p p o r t i n g i n n o v a t i v e

mo r t g a g e i n s t r u me n t s a s we l l a s o n s e r v i n g d i s c r e t e

s e g me n t s o f t h e h o me p u r c h a s i n g ma r k e t , wh i c h p r i v a t e

mo r t g a g e i n s u r e r s e i t h e r h a v e n o t o r c a n n o t a s s i s t

b e c a u s e o f t h e p o t e n t i a l r i s k s i n v o l v e d .

Th e v o l u me o f F HA i n s u r a n c e a c t i v i t y ma y c o n t i n u e

t o d e c l i n e a s t h e p r i v a t e mo r t g a g e i n s u r a n c e i n d u s t r y
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e x p a n d s . I t i s l i k e l y , t o o , t h a t F HA i n s u r a n c e a c t i v i t y

wi l l b e c o n c e n t r a t e d i n c r e a s i n g l y i n c e r t a i n r e g i o n a l

ma r k e t s a n d h i g h e r r i s k ma r k e t s , s u c h a s i n n e r c i t y a r e a s .

An d , t h e n a t u r e o f F HA' s a c t i v i t y i s l i k e l y t o c h a n g e o v e r

t i me a s t h e P MI s e n t e r s o me ma r k e t s a n d l e a v e o t h e r s .

A d e c l i n e i n F HA a c t i v i t y i s n o t i n e v i t a b l e , h o we v e r .

I f F HA p r o c e d u r e s c a n b e ma d e mo r e e f f i c i e n t , t h r o u g h t h e

e l i mi n a t i o n o f u n n e c e s s a r y " r e d t a p e , " a n d t h e r e i s a n i n -

c r e a s i n g wi l l i n g n e s s t o me e t n e e d s wh i c h P MI s c a n n o t o r

wi l l n o t s e r v e , i t ma y b e p o s s i b l e t o b e n e f i t e v e n l a r g e r

n u mb e r s o f f a mi l i e s t h a n p r e s e n t l y h a v e a c c e s s t o F HA

i n s u r e d f i n a n c i n g .

Re c o mme n d a t i o n :

Th e a p p r o p r i a t e f u t u r e r o l e o f F HA s h o u l d b e t o
e x p a n d t h e a v a i l a b i l i t y o f mo r t g a g e c r e d i t a t
r e a s o n a b l e i n t e r e s t r a t e s b y p r o v i d i n g i n s u r a n c e
i n a r e a s a n d t o g r o u p s i n a d e q u a t e l y s e r v e d b y
t h e p r i v a t e mo r t g a g e i n s u r a n c e i n d u s t r y , a n d t o
e x e r t a l a t e n t c o mp e t i t i v e i n f l u e n c e o n t h e
p r i c i n g p o l i t i e s o f p r i v a t e i n s u r e r s .
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M O R T G A G E I N S U R A N C E C O M P A N I E S O F A ME R I C A

1 0 2 6 K S T R E E T , N. W. S U I T E 6 0 4 - WA S H I N G T O N . D. E . 2 . 0 00 4

Ma r c h 8 , 1977

Honor a bl e Th o ma s L. As hl e y, Ch a i r ma n
Subc ommi t t e e on Hous i ng a nd Co mmu n i t y De ve l opme nt
Commi t t e e on Ba nki ng, Fi na nc e a nd Ur ba n Af f ai r s
Hou s e of Repr es ent a t i ves
Wa s hi ngt on, D. C. 20515

De a r Mr . Ch a i r ma n:

I n my t es t i mony bef or e t he Subc ommi t t e e on Ma r c h 7 I s ubmi t t e d f or t he
r e cor d exc er pt s f r o m a r e por t " Fut ur e of F HA" b y t he Of f i ce of Pol i c y De ve l opme nt
a nd Pr o g r a m Eval uat i on, U. S. De pa r t me nt of Hous i ng a nd Ur ba n De ve l opme nt ,
dat ed J a nua r y 18, 1977.

Th e HUD Re por t r e c o mme n d s t hat t he f ut ur e r ol e of F HA s houl d be di r ect ed
at " a r e a s a nd t o gr oups i nadequat e l y s e r ve d b y t he pr i vat e mor t ga ge i ns ur ance i ndus t r y. "
Thi s i s cons i s t ent wi t h t he pos i t i on of t he Mor t ga ge I ns ur a nc e Co mp a ni e s of Ame r i c a
whi c h ha s adopt ed t hi s pol i cy wi t h r es pec t t o t he Fe de r a l Hous i ng Admi ni s t r a t i on:

" Th e Fe de r a l Hous i ng Admi ni s t r a t i on s houl d be
cont i nued a s a n ef f ect i ve mor t ga ge i ns ur a nce
a ge nc y wi t h r e s pe ct t o a r e a s of t he ma r ke t , not
subst ant i al l y s e r ve d b y non- gove r n me nt i ns ur e r s . "

We do not bel i eve t hat t he F HA s houl d be gr ant ed c ha nge s i n i t s bas i c aut hor i t y
a s t o mor t ga ge l i mi t s a nd p r e mi u ms i n or de r t o bet t er c ompe t e wi t h t he pr i vat e
mor t ga ge i ns ur a nc e i ndus t r y. Thi s poi nt s t he F HA i n t he wr o ng di r ect i on. FHA' s
ma nda t e s houl d b e di r ect ed t owa r d as s i s t ance t o ma r gi na l r i s ks , t i mer ci t i es , a nd
ot her gr oups a nd a r e a s whi c h t he pr i vat e mor t ga ge i ns ur a nce i ndus t r y, at l eas t at
t hi s t i me , i s unabl e t o s e r ve adequat e l y.

It i s r eque s t e d t hat t hi s l et t er be i nc or por at ed i n t he pr i nt ed hea r i ngs a s pa r t
of my Ma r c h 7 t e s t i mony.

Si ncer el y,

C4 0 .
J ohn C. Wi l l i a ms on
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Mr s . SPELLMAN. Tha nk you ver y much.
I woul d l i ke t o ask each of t he wi t nesses t o comment , i f you wi l l .

The admi ni st rat i on i s r ecommendi ng rai si ng t he F HA si ngl e- f ami l y
mor t gage l i mi t s t o wha t s ome peopl e consi der t o be a mi nd- boggl i ng
$60, 000. I mus t say t hat my mi nd isn' t boggl ed by t hat f i gure when I
l ook ar ound t o see what i t i s cost i ng t o bui l d homes i n t he Met r opol i -
t an Was hi ngt on area. But I guess out i n Peor i a, $60, 000 sounds so
enor mous . Do you t hi nk i t i s real l y necessary t o go t hat hi gh, and wi l l
t hi s encour age bui l ders t o bui l d up t o t he ne w ma xi mum l i mi t s?

I woul d l i ke t o ask each of you i f you woul d comment on t hat .
Mr . Rot hschi l d first.
Mr . Roms cHI LD. Ma d a m Chai r man I t hi nk your st at ement i s pr oof

of t he need. I t i s not uni versal l y needed i n ever y communi t y, but t he
fact i s t hat t he F HA oper at es nat i onal l y and mus t have, I bel i eve, t he
flexibi l i ty t o pr ovi de F HA i nsur ance i n such part i cul arl y hi gh-cost
ar eas as Was hi ngt on, D. C. , sout her n Cal i f orni a, ar eas of Ne w Yor k,
and Bost on. I ncr easi ng t hese l i mi t s s i mpl y i s goi ng t o pr ovi de a,
br oader housi ng mar ket f or mor e peopl e. FHA' s shar e of t he ne w con-
st ruct i on mar ket has st eadi l y decl i ned, and I t hi nk t hat has been as
a consequence of t oo l ow ma xi mum l i mi t s, part i cul ar l y si nce 1969, as
we poi nt out i n t he st at ement . That , I bel i eve, has kept s ome peopl e
f r om bei ng abl e t o ent er t he ne w- home mar ket . Ther ef or e, we t hi nk
t he $60, 000 l i mi t i s not unreal i st i c.

Mr s . SPELLMAN. Mr . J ames ?
Mr . J AMES. I t hi nk t hat t he $60, 000 l i mi t i s not excessi ve. I don' t

t hi nk, f r ankl y, i t wi l l affect t he l ower pr i ced houses. I don' t t hi nk t hat
t hi s woul d mean t hat al l houses wi l l cost $60, 000 or excess. We ar e not
Podunk, but we ar e pret t y cl ose t o i t i n west er n Massachuset t s, and we
pr obabl y woul d not ma ke t hat muc h use of t he hi gher pr i ced ones.
But I t hi nk of an exampl e j ust about 2 weeks wher e an execut i ve f r om
a nat i onal concer n whi ch i s headquar t er ed i n our ci t y coul d afford
onl y a modes t downpayment and want ed t o buy a house i n excess of
$50, 000. We wer e har d pr essed t o hel p hi m. He had t o get s ome hel p
f r om hi s f ami l y, and f or t unat el y he coul d get hel p f r om hi s f ami l y
t o get t he downpayment necessary. Wi t h t he i ncreases i n mor t gage
l i mi t s and t he l ower downpayment s , he had ampl e i ncome t o suppor t
a house l i ke t hi s. So whi l e we i n our ar ea mi ght not use i t ver y much,
t here woul d be t i mes wher e i t woul d be ver y hel pful .

Mr s . SPELLMAN. I f a f i gure as hi gh as $60, 000 wer en' t avai l abl e t o
bui l ders, woul d t hey t hen at t empt , i n or der t o get f unds, t o bui l d
l ower pr i ced homes ? Or woul d t hi s di scour age t hem? I f t hey wer e
abl e t o bui l d t he $60, 000 homes , woul d t hey j ust move i nt o t hat ar ea
and l eave l ow- i ncome hous i ng go by t he boar d?

Mr . J AMES. I t hi nk real l y t hei r pr oduct i on woul d be gover ned by
t he mar ket . They woul d bui l d t o t hat mar ket .

So I t hi nk bui l der s wi l l bui l d t o meet t he mar ket t hat can af ford t he
houses t hat t hey can pr oduce.

Mr s . SPELLMAN. Mr . Wi l l i ams on?
Mr . WI LLI AMSON. I t hi nk i t wi l l have ver y little i mpact on t he exi st -

i ng house mar ket i n F HA because wi t h t he l i mi t of $45, 000, t he aver -
age F HA mor t gage i n exi st i ng homes i s down, I t hi nk, bel ow $30, 000.
So i t wi l l have ver y little i mpact .

Ther e i s al ways t he danger t hat on ne w const ruct i on t hat t he bui l der
woul d bui l d f or t he upper r ange of t he mar ket . I personal l y t hi nk
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t hat has been t he hi st ory. Tha t doesn' t necessari l y me a n i t i s bad. I t
j ust happens t hat i nfl at i on has caused t he aver age pr i ce of t he ne w
home t o keep movi ng up.

Mr . NEVI NS. Mr s . Spel l man, I wonder i f I coul d j ust ma ke a com-
ment at t hi s poi nt ?

For ma ny year s we have hear d t he f ear expr essed t hat hi gher mor t -
gage cei l i ngs aut omat i cal l y me a n t hat l ender s wi l l onl y be i nt erest ed
i n or bui l ders wi l l onl y be i nt erest ed i n t he hi gher pr i ced housi ng.
An d I have never seen a s t udy; I have never seen veri fi cat i on; I have
never seen evi dence t hat suggest s t hat because t he mor t gage l i mi t is,
say, up her e s omewher e and you have a de ma nd t hat i s $20, 000, $30, -
000 bel ow t hat cei l i ng, t hat peopl e won' t bui l d or l ender s won' t l end
at t hi s l ower l evel . I real l y t hi nk t hat i t i s an unsubst ant i at ed con-
t ent i on. An d I woul d be ver y i mpr essed i f I s aw evi dence t o t he con-
t r ary. But I j ust don' t bel i eve t hat by rai si ng t he cei l i ng you shut
out peopl e at t he l ower l evel s.

Mr s . SPELLMAN. I have a quest i on f or Mr . J ames .
On page 5 of your t es t i mony I not e t hat you sai d whe n F HA was

a mor e domi nant mar ket f or ce i t ma y have act ed as a st abi l i zi ng i nfl u-
ence on t he pr i ce of houses i n t he past .

Woul d you expand a bi t on t hat poi nt , Al so gi ven FHA' s cur r ent
smal l rol e i n t he mor t gage mar ket , do you t hi nk t hat i t coul d ever
expand agai n suffi ci ent l y t o pl ay t hi s pr i ce-st abi l i zi ng rol e agai n?

Mr . J AMES. I t hi nk—t o ans wer t he second par t first , I t hi nk, yes,
i t coul d be expanded, and i t coul d become a ver y effect i ve force. The
F HA appr ai sal i s an i ndependent veri fi cat i on of val ue whi ch ma ny
peopl e have come t o rel y on. An d we see exampl es when a per son i s
about t o sel l hi s house, he wi l l get t he F HA apprai sal first, and we
encour age peopl e t o do t hi s. Thi s hel ps t o gi ve t hem a feel of val ue of
t he house. Wh e n t here i s absol ut el y r un- away i nfl at i on, pr obabl y not h-
i ng can hel p. But t he f act t hat t her e i s an i ndependent appr ai sal avai l -
abl e whi ch can ' be pur chased by a sel l er as wel l as by a buyer does
hel p t o keep s ome sor t of sense of cont i nui t y and feel of t he mar ket .

Mr . ROTHSCHI LD. I wonder , Ma d a m Chai r man, i f I coul d c omme nt
on t hat , as wel l .

Mr s . SPELLMAN. Mr . Rot hschi l d.
Mr . ROTHSCHI LD. I t i s not unc ommon t hese days t o f i nd i nvest or s

wh o s ay: " I don' t ma ke F HA l oans anymor e. " Th e r eason f or t hat
has been t he ki nd of f l uct uat i on and var i at i on i n t hat rol e i n t he
mar ket pl ace as r efer r ed t o by Mr . J ames .

Ther e i s somet hi ng t o t he habi t of maki ng l oans, t he f ami l i ar i t y
wi t h t he process t hat has t o be pr eserved and shoul d be cont i nued. I f
i t i s, t her e wi l l be t hose wh o r eent er t he mar ket and cont i nue t o ma ke
t hose i nvest ment s. So we t hi nk t hat i s ver y i mpor t ant t o br oaden t he
f l ow of capi t al i nt o housi ng.

Mr s . SPELLMAN. Mr . Wi l l i amson, on page 3 of your t es t i mony you
st at e t hat t he aver age mor t gage i nsur ed by MI C' s i s $33, 000. Si nce
t wo- t hi r ds of your i nsur ed mor t gages ar e on exi st i ng houses, can you
gi ve us a bet t er i dea as t o wha t t he aver age i s f or ne w and exi st i ng
hous i ng?

Mr . Wi mAr Ams oN. Our f i gur es—I mi ght have s ome br eakdown here.
We j ust st ar t ed a seri es of r epor t i ng, and s ome of t he compani es do



not r epor t a br eakdown as bet ween ne w and exi st i ng. I t hi nk t hat I
can gi ve you—t he aver age mor t gage, whi ch, of course, on a ne w home
is al ways hi gher . I t hi nk t hat one of t he l arger compani es di d br eak
i t down—t hi s i s Ti cor Mor t gage I nsur ance Co. , whi ch i s a Cal i for ni a-
based company, and i t i s t he onl y company t hat does mor e new con-
st ruct i on t han exi st i ng. I n t hat case t hei r ne w home mor t gage aver age
i s $39, 382, and t hei r aver age exi st i ng mor t gage i s $35, 834. That ' s t he
onl y company t hat has br oken i t down as bet ween ne w and exi st i ng.
But , of course, t he aver age mor t gage on a ne w home i s hi gher .

I want t o emphas i ze t hat t wo- t hi r ds of t he mor t gages we i nsur e ar e
on exi st i ng homes .

Mr s . SPELLMAN. I t s eems when you s ay t hat over 70 per cent of t he
pr i vat e mor t gage i nsur ance i s on l oans under $40, 000 or on houses
under $40, 000, t hat PMI ' s and F HA t end t o ser ve t he s ame mar ket .
Now, woul dn' t t he l ar ge pr opor t i on of pri vat el y i nsur ed homes t hat
sel l f or l ess t han $40, 000 ar gue agai nst an i ncrease i n F HA l i mi t s
f r om i t s cur r ent $45, 000?

Mr . WI LLI AMSON. We ar e not agai nst it . I t hi nk you can ma ke an
ar gument t hat t he $45, 000 i s unreal i st i c. I ' m not sur e t hat t he new
one ought t o be $60, 000, but I hope t hat t he Congr ess wi l l not i ncrease
t he st at ut ory l i mi t on t he F HA mor t gage unt i l i t i s r eady t o cope
wi t h t he overal l pr obl em. You have F NMA wi t h a l i mi t on aut hor i t y
t o pur chase mor t gages. That l i mi t ought t o be i ncreased. The savi ngs
and l oan associ at i ons ar e l i mi t ed t o $55, 000 mor t gages —t hat is, 20
per cent of t hei r asset s ma y be mor t gages above $55, 000. But i n ma ny
ar eas t hey ar e bumpi ng i nt o t hat cei l i ng, and I t hi nk t hat t he Congr ess
and t he subcommi t t ee cert ai nl y ought t o t ackl e t he whol e pr obl em of
st at ut ory mor t gage l i mi t s, whet her i t i s F HA or t he savi ngs and l oan
associ at i ons.

Mr s . SPELLMAN. Mr . J ames , as you mi ght wel l know, t he s ubcom-
mi t t ee hear d consi derabl e t est i mony l ast week on l ocal communi t i es '
exper i ences i n devel opi ng rehabi l i t at i on l oan pr ogr ams, by l everag-
i ng t hei r communi t y devel opment f unds wi t h pr i vat e fi nanci al l end-
i ng i nst i t ut ions. I a m wonder i ng wha t exper i ence your i nst i t ut i on has
had concer ni ng l endi ng f or rehabi l i t at i on of t he ol der hous i ng st ock
i n ur ban areas.

Mr . J AMES. I j ust happen t o have a headl i ne I woul d l ove t o s how
you, Ma d a m Chai r man.

Mr s . SPELLMAN. I s t hat why you i nsi st ed I ask t hat quest i on?
[ Laught er . ]

Mr . J AMES. I j ust happen t o have i t wi t h me. Our bank i s a hal f-a-
bi l l i on-dol l ar bank, and t her e was an ar ea adj acent , al most adj acent
t o our home office, whi ch i s cl ose t o t he cent ral busi ness dist ri ct , about
a 4-bl ock ar ea whi ch wa s sur r ounded by mus eums , chur ches, s chool s—
( rood anchor s t o a communi t y. An d r i ght i n t he mi ddl e of t hi s wer e
about fi ve or si x act ual l y bur ned-out , mul t i - f ami l y bui l di ngs t hat
wer e—s ome of t hem had been t or n down, s ome wer e still st andi ng. The
ar ea was j ust i n a t err i bl e st at e. So we have i nvest ed a fract i on of
1 per cent of our asset s i n t hi s pr ogr am and have got t en assi st ance f r om
t he ci t y, and wi t h al l t hat pr el ude, I wi l l br i ng out my headl i ne.

We ar e SI S, and i t says, we wi l l rest ore t he Spr i ng/ Pear l St r eet
ar ea—whi ch i s t he ar ea I descr i bed—and i t s hows a model of t he pr oj -
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ect . An d we ar e t al ki ng t he l ead posi t i on i n t hi s and as s umi ng t he ri sk.
Ther e i s s ome addi t i onal comment ar y on t he back.

We have a f ew ext ra copi es.
Mr s . SPELLMAN. Good. I f you woul d submi t t hat and any addi t i onal

mat er i al f or t he record, we won' t have any obj ect i on. I won' t even
ask i f anybody wi l l obj ect t o your submi t t i ng t hat f or t he record.

Mr . J AMES. I t was f ol l owed up by an edi t ori al and a dr awi ng fol -
l owi ng up our posi t i on. I t hi nk t he headl i ne mi ght be ver y i nt erest i ng
and goes al ong wi t h your quest i on. He r e i s a ci ty' s mi ni r enewal proj ect
whi ch mes hes wi t h t he bank' s i nves t ment i n t he area. The ci t y i nvest -
ment wi l l be i n st reet s, ne w si dewal ks, st reet l i ght i ng, and a par k t hat
we ar e hopi ng t o acqui r e t he l and for . I t has been a ver y happy expe-
ri ence, t o dat e. We ar e i n t he pr ocess of rehabi l i t at i ng t he bui l di ngs
now. We ar e al so t aki ng s ome ver y careful act i on t o counsel wi t h t he
peopl e i n t he apar t ment s —t r yi ng t o ma ke i t possi bl e f or whoever i s
l i vi ng t her e now t o st ay t here. Ma ki ng an apar t ment , i f t her e i s a n
appr opr i at e-si ze apar t ment , avai l abl e t o t hem t o st ay t here. Ther e ar e
s ome real fi ne huma n i nt erest —especi al l y t he el der l y t enant s. For
exampl e, one woma n had l i ved i n t he s ame apar t ment f or 40 year s and
she j ust wasn' t about t o l eave t hat bui l di ng. We moved her t o anot her
si de of t he bui l di ng unt i l we get her o wn apar t ment f i xed up, and t hen
we hope we can put her back i n t her e wi t h a subsi dy under t he housi ng
al l owance pr ogr am.

Thi s i s an exampl e of l ever agi ng, I t hi nk, t hat has been ma de t o
come about by, f r ankl y, our i nt erest i n hel pi ng our own communi t y.
I t i s not compl et el y al t ruist i c. I t i s r easonabl y sel fish. We t hi nk what ' s
good f or t he ar ea i s good f or our bank and our deposi t ors.

I woul d be happy t o s ubmi t t hi s t o t he subcommi t t ee.
[ The news paper art i cl e refer red t o by

ri
Mr . J ames , al ong wi t h addi -

t i onal mat er i al submi t t ed f or i ncl usi on i n t he recor d, f ol l ows: ]

[ Fr o m t he Spr i ngf i el d ( Ma s s . ) Dai l y Ne ws , J an. 26, 1977]

S. I . S. WI LL RESTORE SPRI NG- PEARL ST. AREA

DEVELOPMENT WI LL HOUSE 500 PEOPLE

' Spr i ngf i el d I nst i t ut i on f or Savi ngs wi t h t he ass i s t ance of f our ot her l ocal
banks , wi l l devel op a f our- bl ock, $3. 5 mi l l i on, r ehabi l i t at i on ef f or t i n d o wn t o wn
Spr i ngf i el d cent er ed a t Spr i ng a n d Pea r l St r eet s.

So me 14 mul t i - f ami l y r es i dent i al bui l di ngs wi l l be r es t or ed, a n d publ i c ar eas
modi f i ed, i n a n ef f or t t o " r ecr eat e t he nei ghbor hood' s 19t h cent ur y char act er a n d
c ha r m. "

Th e r ecr eat ed nei ghbor hood wi l l be cal l ed Ar mo u r y Co mmo n s .
Th e deve l opment i s bei ng pl anned t o bui l d upon a nd ext end t he hi ghl y success-

f ul Ma t t oon St r eet r es t or at i on of t ownhous es al ong Ma t t oon St r eet , whi l e pr o-
vi di ng mul t i - uni t hous i ng f or mor e t han 500 r esi dent s.

I n t i me, 2 0 n e w t ownhous es wi l l be a dde d t o t he exi s t i ng r esi dent i al bui l di ngs.
Pl ans f or t he r evi t al i zat i on of t he ar ea we r e di scl osed a t a n e ws conf er ence

t oday by t he Ar mo u r y Cor p. , s pons or s of t he pr ogr am.
Th e Ar mo ur y Cor p. i s a whol l y- owne d subsi di ar y of t he Spr i ngf i el d I nst i t ut i on

f or Savi ngs .
Th e nei ghbor hood i s wi t hi n t hr ee bl ocks of t he cent r al bus i ness di st r i ct a nd

abut s mos t of t he ma j or ci t y cul t ur al i nst i t ut i ons a s wel l a s a cons i der abl e
a mo u n t of chur ch- owne d pr oper t y.

Pr es ent a t t he n e ws conf er ence we r e : Spr i ngf i el d Ma y o r Wi l l i am C. Sul l i van.
Spr i ngf i el d I ns t i t ut i on f or Savi ngs Pr es i dent J ohn Mc P. Col l i ns, St ephen H.
Pi t ki n, commi s s i oner , c ommuni t y deve l opment a nd Da vi d W. Bear ce, execut i ve
di r ect or , Bet t er Ho me s f or Spr i ngf i el d.
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COUNT L E S S HOUR S

Col l i ns s ai d t hat he wa s pl eas ed t hat t he b a n k wa s abl e t o s pons or a n d devel op
t hi s pr ogr a m, a nd t hanked al l t hos e wh o ha ve devot ed count l ess hour s t o pl an-
ni ng wh a t s houl d be c ome a vi t al par t of t he ci t y' s l i fe a nd a nei ghbor hood t hat
i t s r es i dent s a nd f ut ur e ci t i zens wi l l vi ew wi t h pr i de. He s ai d Ar mo ur y Co mmo n s
wi l l pr eser ve t he r i ch her i t age of t he ar ea, a n d at t he s a me t i me pr ovi de f or t he
f ut ur e a n exci t i ng envi r onment f or peopl e t o l i ve i n a nd vi si t .

Pl anni ng f or t he r enewal ef for t began i n Sept ember wi t h t he f or mat i on of a
deve l opment t e a m consi s t i ng of La wr e nc e D. Be a ne , vi ce pr es i dent , Spr i ngf i el d
I nst i t ut i on f or Savi ngs a n d pr es i dent of t he Ar mo u r y Cor por at i on; Da vi d W.
Bear c e ; Les t er J . Pr e mo, r eal es t at e agent ; a nd At t or ney St ephen A. Shat z.
Si nce Sept ember t he t e a m ha s been i nspect i ng bui l di ngs , s ecur i ng opt i ons on
sel ect ed pr oper t i es, a nd es t i mat i ng si t e i mpr ove me nt a nd const r uct i on cost s.

A t ot al equi t y i nves t ment of $700, 000 wi l l be ma d e by Ar mo ur y Cor por at i on
t oget her wi t h Bet t er Ho me s f or Spr i ngf i el d, I nc. Cons t r uct i on f i nanci ng of $2. 8
mi l l i on f or t he r edevel opment ha s been obt ai ned f r om f our l ocal ba nks : Secur i t y
Nat i onal Ba nk, Sh a wmu t Fi r s t Ba n k a nd Tr us t Co mpa n y, Thi r d Nat i onal Ba n k
a nd Val l ey Ba n k a nd Tr us t Co mpa ny. Pe r ma ne nt f i nanci ng of 2. 8 mi l l i on wi l l be
pr ovi ded by t he Spr i ngf i el d I ns t i t ut i on f or Savi ngs .

Th e r enewal wi l l be under t aken i n t hr ee phas es a nd i s expect ed t o be c om-
pl et ed wi t hi n t hr ee year s . Th e pr oper t i es wi l l be c ome t ax pr oduci ng r eal es t at e
as r equi r ed a nd no t ax subsi di es a r e cont empl at ed.

Th e f i rst of t he t hr ee phas es , whi ch wi l l begi n next mont h, i ncl udes r ehabi l i t a-
t i on of ei ght r esi dent i al bui l di ngs al ong Spr i ng, Sa l e m a n d El l i ot St r eet s. Thr e e
of t hes e bui l di ngs, cur r ent l y unoccupi ed, wi l l be compl et el y r econs t r uct ed f r om
t hei r ext er i or br i ck shel l s. Th e r emai ni ng f i ve r equi r e mi n i mu m t o moder a t e
i nt er nal r ehabi l i t at i on. Th e ei ght bui l di ngs wi l l pr ovi de 136 apar t ment s . Ther e
wi l l be 5 2 t wo- bedr oom apar t ment s , 5 0 one- bedr oom a nd 34 eff i ci enci es. Thes e
r esi dent i al uni t s ar e expect ed t o be on t he ma r ke t wi t hi n f our t o s i x mont hs
a nd r ent s wi l l r ange f r om $145 t o $290 i ncl udi ng heat a nd hot wat er . I n keepi ng
wi t h over al l pl ans t o pr ovi de of f- st reet par ki ng f or r es i dent s , f our pa r ki ng l ot s
wi l l al so be cons t r uct ed dur i ng t he f i rst phas e.

Th e s econd phas e, t o begi n on or bef or e La bor Da y , f ocus es on t he ar ea nor t h
of Pear l St r eet . I t i ncl udes s i x bui l di ngs a nd f our par ki ng l ot s. I n t hi s phas e,
whi ch i s expect ed t o s pan 1 0 mont hs , 109 apar t ment s wi l l be cr eat ed: 5 0 one- bed-
r ooms a nd 5 9 t wo- bedr ooms .

I t wi l l be dur i ng t he cour s e of t he f i rst a nd s econd phas es t hat t he ci t y wi l l
cons t r uct a nei ghbor hood pa r k a t t he cor ner of Pear l a nd Spr i ng St r eet s. Th e
par k wi l l be f ur ni s hed wi t h benches , a gr een a n d s t at uar y. Th e 19t h cent ur y
mot i f , s uch a s i s al ong Mat t oon St r eet , wi l l domi na t e t he ar ea bounded by Spr i ng,
Pear l , El l i ot , Sa l e m a nd Ma t t oon St r eet s. Pe r t he des i gn pl ans , t he ci t y wi l l be
as ked t o i nst al l br i ck s i dewal ks , t r ees a nd st r eet l ant er ns t hr oughout t hi s ar ea.
Wi l l i am A. Bur b a nk a nd hi s associ at es of Scape Unl i mi t ed, I nc. a r e r esponsi bl e
f or t he des i gn of t he par k, ne i ghbor hood s t r eet ar eas , a nd al l ot her si t e i mpr ove-
ment s .

Wi t h t he ext ens i on of t he Ma t t oon St r eet envi r onment a nd t he f or mat i on of
t he par k, i t i s hoped t hat t he Mat t oon St r eet Ne i ghbor hood As soci at i on wi l l c om-
bi ne Ma t t oon St r eet a nd Ar mo r y Co mmo n s r es i dent s.

Th e f i nal phas e i s expect ed t o begi n t he S u mme r of 1978. Dur i ng t hi s phas e, 1 2
t o 2 2 t ownhous es wi l l be const r uct ed on sel ect ed vacant l ot s.

MI NI MAL DI S LOCATI ON

Th e pl ans ha ve been devel oped s o t hat mi ni ma l di s l ocat i on of r es i dent s wi l l be
i nvol ved. I n t he f i rst phas e of t he pl anned r enovat i on of t he Spr i ng- Pear l nei gh-
bor hood, t her e i s onl y one occupi ed bui l di ng whi c h r equi r es subs t ant i al or gut
r ehabi l i t at i on. Tenant s wi l l be r el ocat ed s o t hat ext ens i ve r epai r s c an be ma d e
a nd of f er ed anot her uni t of t he appr opr i at e si ze i n t he nei ghbor hood, whe r e s uch
uni t s ar e avai l abl e. I f n o uni t of sui t abl e si ze i s avai l abl e, or t he f ami l y choos es
t o mo v e out of t he nei ghbor hood, i t wi l l r ecei ve f i nanci al ass i s t ance f or movi ng
cost s, a nd a mode s t r el ocat i on pa yme nt t o cover t he poss i bl e cost s of addi t i onal
r ent . Th e y al so ha ve t he opt i on of movi ng back i nt o t he nei ghbor hood wh e n re-
pai r s ar e compl et ed on a uni t of appr opr i at e si ze.

Det ai l s of t he r el ocat i on pr ocess f or al l ot her bui l di ngs r e mai n t o be wor ke d
out af t er i ndi vi dual conf er ences wi t h pr esent t enant s . I t i s t he goal of Ar mo ur y
Cor por at i on t hat no f ami l i es ot her t han t hos e i n t he bui l di ng ment i oned above
wi l l ha ve t o mo v e mor e t han once. Rehabi l i t at i on wor k wi l l be s chedul ed wi t h t hi s
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i n mi n d af t er a s ur vey of exi s t i ng r es i dent s i s compl e t ed. I n addi t i on, appl i ca-
t i on ha s been ma d e t o t he De p a r t me nt of Co mmu n i t y Af f ai r s f or r ent al assi st -
anc e moni e s t o assi st l ow- i ncome f a mi ne s i n t he r ehabi l i t at ed uni t s . Th e f unds
wi l l be us ed t o assi st a t l east 5 0 f ami l i es a nd el der l y i ndi vi dual s i n t he nei ghbor -
hood. Pr i or i t y f or t hes e subs i di es wi l l be gi ven t o f ami l i es wh o cur r ent l y r es i de
i n t he a r ea s o t ha t s o me l ow- i ncome r es i dent s c a n r e ma i n i n t he ne i ghbor hood.

Bui l di ng ar chi t ect f or t he Ar mo u r y Co mmo n s ne i ghbor hood de ve l opme nt i s
Car l J . War f i el d a n d l ands cape ar chi t ect i s Sc a pe Unl i mi t ed, I nc. Ge ne r a l con-
t r act or f or t he compl et el y r enova t ed bui l di ngs i s Er ne s t A. Gr al i a of E. A. Gr al i a
Cons t r uct i on Co mp a n y . Ho me Ci t y Hous i ng De ve l opme nt Cor por at i on ha s act ed
a s cons ul t ant t o Ar mo u r y Cor por a t i on f or deve l opme nt pl anni ng. I t wi l l be gen-
er al cont r act or f or t he bui l di ngs r equi r i ng mi ni ma l t o mode r a t e r ehabi l i t at i on,
a n d wi l l ma n a g e t he a pa r t me nt s wh e n cons t r uct i on i s compl et ed.

Ar mo u r y Cor por a t i on pr es i dent i s La wr e n c e D. Be a ne . Cor por a t i on vi ce pr esi -
dent i s J ohn Mc P. Col l i ns , Wi l l i am A. J a me s , s eni or vi ce pr es i dent , Spr i ngf i el d
I ns t i t ut i on f or Savi ngs i s t r eas ur er a n d at t or ney St e phe n A. Sha t z of Shat z ,
Sc hwa r t z a n d Fent i n, i s cl er k. Di r ect or s a r e J o h n Col l i ns , Wi l l i am J a me s , La w-
r ence Be a ne , Da vi d Be a r c e a n d Vi ncent Mar t i n.

[ F r o m t he Spr i ngf i el d ( Ma s s . ) Da i l y Ne ws , J a n. 27, 19 77]

CI TY MI NI RENEWAL PROJ ECT WI LL MES H WI TH SI S PLANS

Spr i ngf i el d ma y under t a ke a " mi ni ur ba n r e ne wa l pr oj ect " i n t he Spr i ng a n d
Pe ar l St r eet s a r e a whi c h pr i vat e devel oper s ha ve a nnounc e d pl ans t o r est or e,
accor di ng t o ci t y Co mmu n i t y De ve l opme nt Commi s s i one r St e phe n H. Pi t ki n.

Pi t ki n s ai d t oda y t he pl ans a nnounc e d We d n e s d a y by Spr i ngf i el d I nst i t ut i on
f or Sa vi ngs me s h wel l wi t h t he ci t y' s i nt ent i ons of i mpr ovi ng t he ar ea.

SI S wi l l , wi t h as s i s t ance of f our ot her l ocal banks , under t ake r es t or at i on of
1 4 bui l di ngs a n d cons t r uct i on of 1 2 t o 2 2 t ownhous e s i n t he ar ea, whi c h wi l l be
gi ven t he n a me " Ar mo u r y Co mmo n . "

Pi t ki n s ai d t he ci t y h a d al r eady e a r ma r ke d Co mmu n i t y De ve l opme nt f unds f or
t he a r ea bef or e t he b a n k a nnounc e d i t s pr oj ect .

Th e f unds a r e avai l abl e, h e sai d, a n d coul d be us ed f or s o me " s pot cl ear ance"
of a f e w bui l di ngs not acqui r ed by SI S f or t he pr oj ect , a n d whi c h a r e " be yond
r ehabi l i t at i on. "

Pi t ki n s ai d t her e a r e s o me bui l di ngs i n t ha t ca t egor y i n t he bank' s pr oj ect ar ea,
a nd, i f t he pr i vat e ma r ke t does not d o anyt hi ng a bout t he m, t he ci t y coul d,
t hr ough t he Spr i ngf i el d Re de ve l opme nt Aut hor i t y.

He s t r es sed he doe s not me a n a ma j or r e ne wa l pr oj ect s uc h a s Ne w Nor t h, but
pi cki ng out sel ect ed bui l di ngs i n t he ar ea.

Whi l e t he pr oj ect i s be i ng done by t he ba nks wi t hout a n y t a x br eak f r o m t he
ci t y, t he ci t y wi l l assi s t t he pr oj ect by doi ng s o me st r eet i mpr ove me nt s . Pi t ki n
s ai d t he ci t y h a d pl anned t o d o s o me wo r k i n t he a r ea e ve n bef or e t he bank' s
pr oj ect wa s announc e d.

Th e ci t y wi l l d o s i dewa l k i mpr ove me nt s , a pa r k a t Pear l a n d Spr i ng St r eet s ,
s t r eet t r ee pl ant i ng, a n d s t r eet l i ght i nst al l at i on, al l wi t h a n 18t h cent ur y mot i f .

Pi t ki n s ai d s o me of t he wo r k mi ght be done b y ci t y c r e ws , but t ha t mu c h woul d
pr obabl y be done by pr i vat e cont r act or s hi r ed wi t h Co mmu n i t y De ve l opme nt
f unds e a r ma r ke d f or t he ar ea.

Th e pa r k a n d ot her ext er i or i mpr ove me nt s a r e bei ng des i gned by Sc a pe Un -
l i mi t ed, a l ands cape f i r m, but j us t wh o wi l l pa y f or t he des i gn wor k i s uncer t ai n.

J oh n Mc P. Col l i ns , SI S pr es i dent , s ai d he hope s t he ci t y wi l l cons i der t he des i gn
" a s par t of t he publ i c i mpr ovement s . "

Pi t ki n s ai d a ci t y pl anner wi l l be as s i gned t o t he pr oj ect , t o " ge t t he budge t
wor ke d out . "

Bot h Pi t ki n a n d Col l i ns s t r essed t he pr oj ect wi l l me a n a l ong- t e r m boos t t o
t he ci t y' s t ax r evenue, al t hough t ax as s es s ment s on t he r ehabi l i t at ed bui l di ngs
ar e not expec t ed t o j u mp s har pl y.

" We ' v e been t r yi ng t o get acr os s t o peopl e t hat i f t hey r enovat e a bui l di ng
t hey' r e not goi ng t o get s ocke d wi t h a bi gger t a x bi l l , " Pi t ki n sai d.

Bu t he a d de d t he n e w t ownhous e s wi l l , of cour s e, a d d t o t he ci t y' s t a x base.
" Bu t t he bi gger pi ct ur e i s t ha t t hi s pr oj ect wi l l s a ve a n d upgr a de t he nei ghbor -

hood, a n d wi l l br i ng pur chas i ng powe r t o down t own . " he sai d.
As s es s or Ge or ge But t er i ck s ai d t her e i s n o ques t i on t hat pr oj ect wi l l be good

f or t he ci t y, a n d gener at e n e w t a x r evenue .
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Sl at ed f or f acel i f t : Thi s i s one of bui l di ngs t ha t wi l l be r ehabi l i t at ed unde r a $3. 5
mi l l i on pr ogr a m on ' Spr i ng a n d Pear l St r eet s pl anned by Ar mo u r y Cor p. , a
s ubs i di ar y of Spr i ngf i el d I nst i t ut i on of Savi ngs . Twe n t y n e w t ownhous e s a r e
al so pr opos ed f or cons t r uct i on. ( Da i l y Ne ws phot o by Pa u l Benoi t . )
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Th e n e w t ownhous e s wi l l be a dde d t o t he t a x bas e, he sai d, a n d t he r ehabi l i t at ed
uni t s ma y be t axe d a t a sl i ght l y hi gher r at e i f t he y br i ng i n mo r e i nc ome , he
sai d.

Bui l di ngs t ha t a r e vac ant woul d cer t ai nl y a d d t o t he t ax bas e af t er r ehabi l i t a-
t i on, he sai d, but a d de d t her e i s no wa y t o es t i mat e n o w h o w mu c h a dde d r evenue
t he ci t y mi ght gai n.

Wo r k i s expect ed t o s t ar t ne xt we e k on r ehabi l i t at i on of t he t hr ee unoccupi ed
bui l di ngs whi c h wi l l r equi r e compl e t e i nt er i or r econs t r uct i on, accor di ng t o
Char l es Ma ur e r , pr oj ect coor di nat or f or E. A. Gr al i a Cons t r uct i on Co. , t he gen-
er al cont r act or .

Ma u r e r s ai d t he f i r st wo r k wi l l i nvol ve s ecur i ng t he bui l di ng i n pr epar at i on
f or cl ear i ng out wha t e ve r c a nnot be s a l va ge d—ol d ' pl umbi ng a n d el ect r i cal wor ks ,
e ve n s o me wal l s a n d cei l i ngs.

Bu t he s t r es sed t he pr oj ect wi l l s a l vage a s mu c h a s pos s i bl e—not j us t t o s a ve
mo ne y , but becaus e of t he e mpha s i s on r est or at i on. " ' Some of t he ol d wo o d t r i m
a n d door s j us t can' t be dupl i cat ed t oday, " h e expl ai ned.

Gr al i a wi l l s et u p a n af f i r mat i ve act i on pr ogr a m t o hi r e mi nor i t i es f or t he
pr oj ect , he s ai d, addi ng t ha t t her e wi l l be 1 5 t o 3 0 peopl e wor ki ng a t t he pe a k
of act i vi t y.

Gr al i a ha s do ne s i mi l ar r es t or at i on wor k, i ncl udi ng t he Ha dl e y Mi l l s To wn -
hous es i n Hol yoke ' s Wa r d One .

Da vi d W. Be a r c e of Ho me Ci t y Hou s i ng De ve l opme nt Cor p. , t he gener a l con-
t r act or f or r es t or at i on of t he occupi ed bui l di ngs , s ai d h e hopes t o ha ve a mode l
a pa r t me nt ope n dur i ng Fe br uar y.

Ho me Ci t y wi l l t ake ove r ma n a g e me n t of t he bui l di ngs Fe b. 1, h e s ai d, a n d
wa s sel ect ed a s gener al cont r act or f or t he occupi ed bui l di ngs becaus e of pas t
exper i ence i n ma n a g e me n t of occupi ed bui l di ngs .

He s a i d Al Ar t i ol i wi l l be hi r ed a s cons t r uct i on s uper i nt endent f or t he pr oj ect ,
a n d t he a i m wi l l be t o r e duce t o a mi n i mu m t he a mo u n t of r el ocat i on of t enant s .

" At mos t , s o me peopl e wi l l ha ve t o mo v e t wi ce bef or e t he pr oj ect i s compl et ed, "
Be a r c e s ai d. The r e a r e a bout 8 0 f ami l i es l i vi ng i n t he bui l di ngs n o w, he sai d.

[ F r o m t he Spr i ngf i el d ( Ma s s . ) Da i l y Ne ws , J a n. 28, 19 77]

PRI VATE t SECTOR AND CI TY FI GHT URBAN BLI GHT

Ur b a n bl i ght i s a ma j or pr obl em i n ' Spr i ngf i el d. Th e ci t y i s t ear i ng d o wn ol d
bui l di ngs f as t er t ha n i t i s put t i ng u p n e w ones , j udgi ng f r om Bui l di ng Depar t -
me n t st at i st i cs f or t he l as t hal f of 1976 whi c h s h o w demol i t i on per mi t s f a r i n
exces s of cons t r uct i on per mi t s .

Th e pr obl em of a ba ndone d dwel l i ng uni t s b e c a me s o s er i ous t ha t Ma y o r Wi l -
l i a m C. Sul l i van appoi nt ed a hous i ng t as k f or ce t o r e c o mme n d r emedi es . An d
t he r as h of vacant a n d di l api dat ed bui l di ngs cr eat ed st i l l anot her pr obl e m:
vanda l i s m a n d ar s on. Fi r e De p a r t me nt f i gur es f or l as t year i ndi cat e t ha t one
out of ever y f our f i res he r e i s r el at ed t o ar s on.

Bol d s t eps a r e r equi r ed t o hal t t he hous i ng sl i de. An d , we a r e pl eased t o s ee
t hat s uc h a n i magi nat i ve s t ep i s be i ng t a ken by ' Spr i ngf i el d I ns t i t ut i on f or Sa v-
i ngs whi c h, wi t h t he as s i s t ance of f our ot her l ocal ba nks , wi l l deve l op a $3. 5
mi l l i on hous i ng r ehabi l i t at i on pr ogr a m i n Do wn t o wn Spr i ngf i el d.

Kn o wn a s t he Ar mo u r y Co mmo n s pr oj ect , t he ne i ghbor hood r evi t al i zat i on
wi l l be cent er ed a t Spr i ng a n d Pear l St r eet s . Th e de ve l opme nt wi l l f ea t ur e
r es t or at i on of 1 4 mul t i - f ami l y r esi dent i al bui l di ngs whi ch, accor di ng t o t he
a nnounc e me nt , wi l l r ecr eat e t he nei ghbor hood' s 19t h Ce nt ur y " char ac t e r a n d
c h a r m" —h e n c e t he Ar mo u r y Co mmo n s na me .

I n addi t i on, pl ans cal l f or cons t r uct i on of t ownhous e s a l ong t he s out h s i de
of Pear l St r eet . Anot he r f eat ur e wi l l be deve l opment of a ne i ghbor hood pa r k by
t he ci t y. Th e t i met abl e i s compl e t i on of t he t hr ee pha s es of t he pr ogr a m wi t hi n
t hr ee year s .

Th e ke y t o t he s ucces s of Ar mo u r y Co mmo n s i s a j oi nt ef f or t by t he pr i vat e
sect or a n d t he ci t y. As Ma y o r Sul l i van obs er ved: " Thi s pr oj ect pr oves t ha t t he
publ i c s ect or can' t d o i t al one. Nei t her c a n t he pr i vat e sect or . Bu t wor ki ng t o-
get her , we c a n a n d wi l l d o i t . "

I t woul d be unr eal i s t i c t o a s s u me t ha t t hi s hous i ng r ehabi l i t at i on ef f or t wi l l , i n
i t sel f, hal t t he c i t ywi de s pr ead of ur ba n bl i ght . Thi s i s onl y one ne i ghbor hood
a nd, whi l e i t i s es t i mat ed t ha t t he pr oj ect wi l l pr ovi de mul t i - uni t hous i ng f or
mo r e t ha n 50 0 r es i dent s , t hi s i s not a l ar ge a mo u n t wh e n s et agai ns t t ot al hous -
i ng needs i n Spr i ngf i el d.
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Th e i mpor t ant t hi ng i s t ha t i t i s a n ambi t i ous s t ep i n t he r i ght di r ect i on. Ac-
cor di ng t o J oh n Mc P. Col l i ns , pr es i dent of SI S, t he a i m of t hi s "vi l l age wi t hi n
a ci t y" i s t o ma k e avai l abl e " good, decent hous i ng t ha t i s af f or dabl e. "

Rehabi l i t at i on wo r k al r eady done o n t ownhous e s i n t he hi st or i c Ma t t oon
St r eet di st r i ct pr ovi ded mu c h of t he i mpe t us f or Ar mo u r y Co mmo n s , Mr . Col l i ns
expl ai ned. Th e ci t y al so cooper at ed i n t ha t r es t or at i on by i nst al l i ng n e w wa l ks
a nd l i ght i ng f i xt ur es . I n t hi s pr oj ect , t he ci t y' s r ol e wi l l i ncl ude cr eat i on of par ks
a nd i nst al l at i on of s i dewal ks .

Th e hope f or t he f ut ur e i s t hat t he Spr i ng- Pear l St r eet s a r e a r es t or at i on wi l l
s pur s i mi l ar hous i ng de ve l opment s d o wn t o wn , i n whi c h t he pr i vat e bus i nes s sec-
t or a n d publ i c gove r nme nt wi l l j oi n ha nds a n d c ombi ne r esour ces .

Ur b a n bl i ght nee d not be a f at al di s e as e—i n Spr i ngf i el d or i n a n y ot her ci t y
acr os s Amer i ca .

We c o mme n d SI S a n d ot her l ocal ba nks , a n d t he ci t y, f or t aki ng posi t i ve act i on
t o hal t t he hous i ng sl i de. I n t he l ong r un, t he mut ua l goal i s t o pr oduce a n e w
s et of hous i ng s t at i s t i cs —s howi ng t ha t Spr i ngf i el d i s r est or i ng ol d bui l di ngs , a n d
bur ni ng n e w ones , mu c h f as t er t ha n i t i s t ear i ng t h e m d o wn .

Earl y Val ent i ne



[ F r o m t he Mo r n i n g Un i on ( Spr i ngf i el d, Ma s s . ) , J a n . 27, 1 9 7 7 ]

BANKS REVEAL NEI GHBORHOOD PLAN

Fi ve l ocal ba nks unvei l ed pl ans Tue s da y t o t ur n t he bl i ght ed Spr i ng a n d Pe ar l
St r eet s a r e a of Spr i ngf i el d i nt o a n e w ne i gh bo r ho od —Ar mo ur y Co mmo n s .

I n al l , t he pr oj ect wi l l pr ovi de hous i ng f or 500 per sons .
Th e $3. 5 mi l l i on r es t or at i on a n d cons t r uct i on pr oj ect , s pons or ed by t he Ar -

mo u r y Cor p. , a s ubs i di ar y of Spr i ngf i el d I nst i t ut i on f or Sa vi ngs ( SI S) , i s s ched-
ul ed t o begi n ne xt mont h. I t ma r k s t he f i r st ma j or hous i ng de ve l opme nt i n t he
ci t y i n s ever al year s .

Thr e e bl ocks f r o m d own t o wn , t he pr oj ect cal l s f or r es t or at i on of 1 4 a pa r t me nt
bui l di ngs a n d cons t r uct i on of 1 2 n e w t ownhous t s s i mi l ar i n s t yl e t o t he Ma t t oon
St r eet r es t or at i ons a n d des i gn of pa r ks a n d t r ee bel t s t hr oughout t he
ne i ghbor hood.

Fo r ma l a n nounc e me nt of t he pr oj ect i s t he r esul t of f i ve mo n t h s of i nt ens i ve
pl anni ng a n d negot i at i ons by a speci al t hr ee- man t e a m as s embl e d by SI S.

Unl i ke hous i ng pr oj ect s whi c h ha ve gone u p t hr oughout t he ci t y i n t he pas t
decade, t hi s one wi l l be f i nanced sol el y by a r ea ba nks wi t hout as s i s t ance f r om
f eder al or s t at e agenci es . Ho we ve r , t he ci t y wi l l pa y f or l and i mpr ove me nt s a n d a
l i mi t ed r ent s ubs i dy f or 5 0 uni t s i n t he ne i ghbor hood wi l l be pr ovi ded by t he
st at e.

I n announc i ng t he pr oj ect Tue s da y, J ohn Mc P. Col l i ns , pr es i dent of SI S, sai d,
" Thi s vi l l age wi t hi n a ci t y wi l l pr ovi de good, cl ean, sens i bl e a n d af f or dabl e
l i vi ng. "

Col l i ns ga ve mu c h of t he cr edi t f or t he Ar mo u r y Co mmo n s pr oj ect t o t he
Ma yor ' s Ta s k For c e o n Hous i ng Aba nd onme nt , " whi c h l ed us t o r e - exami ne
our r ol e. "

" We as ke d our sel ves, ' Ar e we doi ng e nough? ' No , we a r e not . "
Th e t as k f or ce, or gani zed l ast yea r by Ma y o r Wi l l i am C. Sul l i van, ha s been

t aki ng a ha r d l ook a t hous i ng i n t he ci t y a n d l ong a go r ecogni zed t he Spr i ng a nd
Pear l St r eet a r e a a s a t r oubl e spot .

The i nset s hows t he i nt eri or of a t ypi cal apar t ment i n t he Ar mour y Co mmons nei ghbor hood. A total of 245 apar t ment s wi l l be provi ded i n
t he 14 rehabi l i t at ed bui l di ngs i n t he Spr i ng a nd Pear l St reet nei ghbor hood, backwr ound.
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Th e f our ba n ks backi ng t he hous i ng pr oj ect a r e S h a wmu t Fi r s t , Thi r d Na -
t i onal , Val l ey a n d Secur i t y Nat i onal . An equi t y i nve s t ment of $700, 000 wi l l be
ma d e by Ar mo u r y Cor p. a l ong wi t h Bet t er Ho me s f or Spr i ngf i el d, I nc.

Cons t r uct i on f i nanci ng of $2. 8 mi l l i on wi l l be pr ovi ded by f our of t he ba nks
a n d SI S wi l l pr ovi de l ong- t er m f i nanci ng of $2. 8 mi l l i on.

Th e r es t or at i on pr oj ect wi l l be under t aken i n t hr ee phas es , t he f i r st of whi c h i s
expect ed t o be compl e t ed by La bor Da y .

Th e f i r st pha s e i ncl udes ei ght a pa r t me nt bui l di ngs al ong Spr i ng, Sa l e m a n d
El l i ot St r eet s . Thr e e of t hes e bui l di ngs wi l l be compl et e l y r econs t r uct ed f r o m
t hei r br i ck shel l s. Er ne s t A. Gr al i a of E. A. Gr al i a Cons t r uct i on Co. ha s be en
hi r ed t o d o t he " gut r ehabi l i t at i on. " Ho me Ci t y Hous i ng De ve l opme nt Cor p. wi l l
be gener a l cont r act or f or t he mi ni ma l t o mode r a t e r ehabi l i t at i on.

Pa r k s a nd publ i c i mpr ove me nt s al so wi l l begi n dur i ng Ph a s e On e a nd car r y
i nt o Pha s e Two .

Compl e t i on of t he pr oj ect i s expect ed i n t hr ee year s .
Th e ef f i ci ency, one- a n d t wo- be dr oom a pa r t me nt uni t s wi l l r ent a t ope n ma r ke t

pr i ces f r o m $145 t o $290.
Whi l e Col l i ns s ai d a n al l - out ef f or t wi l l be ma d e t o ke e p t he pr es ent t enant s i n

t he ne i ghbor hood, t hos e wi t h l ar ger f ami l i es una bl e t o pa y •t he r ent s wi l l be
r el ocat ed. " We ha ve a r el ocat i on budge t s et as i de, " he sai d.

At t or ney St e phe n Sha t z, a me mb e r of t he de ve l opme nt t e a m a n d t he hous i ng
t as k f or ce, s ai d acqui s i t i on pr i ces f or t he pr oper t i es i n t he ne i ghbor hood we r e
" exceedi ngl y cheap. "

Th e aver age cos t pe r uni t wa s $2, 300 a nd a t ot al of a bout $500, 000 wa s s pent
t o acqui r e pr oper t y.

Of f - s t r eet pa r ki ng l ot s wi l l eas e a cur r ent par ki ng pr obl e m i n t he ne i ghbor hood.
Ma y o r Sul l i van s ai d he c a me t o t he n e ws conf er ence wi t h a " bi g smi l e. "
" We ' v e be en t al ki ng a bout our hous i ng s t ock f or a l ong t i me. No w we' ve s t opped

t al ki ng a nd be gun t o d o s omet hi ng. "
I n addi t i on t o t he pa r k o n a vac ant l ot a t Spr i ng a n d Pear l St r eet s , t he ci t y

wi l l pr ovi de ant i que- st yl e s t r eet l i ght s a n d appr opr i at e gr eener y.
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C I T Y O F S P R I N G F I E L D

I n t he Ci t y Counc i l Fe br ua r y 7 , 1 97 7

WHEREAS, t he Spr i ng a nd Pe a r l St r e e t s a r e a ha s be e n pl a gue d by va nda l i s m and
f i r e s a nd i s i n a s t a ge o f s e r i ous de t e r i or a t i on; a nd

WHEREAS, i f t he s e c ondi t i ons a r e a l l owe d t o r e ma i n , t he s a me ne gl e c t a nd
de t e r i or a t i on wi l l n ot onl y gr ow but e xpa nd i nt o ot he r ne i ghbor hoods ; a nd

WHEREAS, a s i gni f i c a nt e f f or t ha s be e n ma de t o ha l t t he s pr e a d of t h i s b l i ght
by s e ve r a l Ci t y ba nks ; a nd

WHEREAS, t he Spr i ngf i e l d I ns t i t u t i on f o r Sa vi ngs wi t h t he a s s i s t a nc e of
Se c ur i t y Na t i ona l Ba nk, Sha wmut Fi r s t Ba nk, Thi r d Na t i ona l Bank a nd Va l l e y Ba nk a nd
Tr us t Compa ny ha ve j oi ne d i n a $3 . 5 mi l l i on Ar mour y Commons Re ha bi l i t a t i on Pl a n;
a nd

WHEREAS, t he p l a n wi l l r e vi t a l i z e f our t e e n a pa r t me nt bui l di ngs , c ons t r uc t
t we nt y t ownhous e s a nd c r e a t e a pa r k a nd l a r ge r gr e e n s pa c e s a t t he Spr i ng a nd
Pe a r l St r e e t l oc a t i ons ; a nd

WHEREAS, t he ne w e nvi r onme nt e s t a bl i s he d by Ar mour y Commons wi l l r e ne w t he
downt own a r e a by e nc our a gi ng r e s i de nt s o f t he Ci t y t o r e ma i n a nd f o r ma ki ng i t
pos s i bl e f o r ne w pe r s ons t o c a l l Spr i ngf i e l d home .

NOW THEREFORE BE I T RESOLVED t ha t t he Spr i ngf i e l d Ci t y Counc i l a c knowl e dge
a nd c omme nd t he Spr i ngf i e l d I ns t i t ut i on f o r Sa vi ngs , Se c ur i t y Na t i ona l Ba nk,
Sha wmut Fi r s t Ba nk, Thi r d Na t i ona l Ba nk a nd Va l l e y Bank & Tr us t Compa ny f o r t he i r
c ommi t me nt t o t he Ci t y o f Spr i ngf i e l d and i t s r e s i de nt s by t he i r e f f or t s t o
r e vi t a l i z e , t hr ough Ar mour y Commons , t he Pe a r l a nd Bl ar i ng St r e e t s a r e a .

AND BE I T FURTHER RESOLVED t ha t t he Ci t y Counc i l o f t he Ci t y o f Spr i ngf i e l d
c ommi t s i t s c o=ope r a t i on t o t he a f or e me nt i one d pa r t i e s i n t he c ompl e t i on o f t he s e
pl a ns .

A t r ue c opy o f a r e s ol ve pa s s e d by t he Ci t y Counc i l
Fe br ua r y 7 , 1 977 a nd a ppr ove d by t he Ma yor Fe b-
r ua r y 1 1 , 19 7 .

At t e s t : Ci t y Cl e r k

Spons or e d by Counc i l l or Le ona r d J . Col l a mor e a nd Counc i l l or Da ni e l M. Wa l s h, I I I

(
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F OR RELEAS E: 9 a . m. , We d n e s d a y , J a n u a r y 2 6 , 1 9 7 7

S P RI NGF I ELD, MAS S . - - I t wa s a n n o u n c e d t o d a y t h a t a f o u r - b l o c k , $ 3 . 5

mi l l i o n , r e h a b i l i t a t i o n e f f o r t i n d o wn t o wn S p r i n g f i e l d wi l l b e g i n n e x t

mo n t h , c r e a t i n g a n e w n e i g h b o r h o o d c a l l e d Ar mo u r y Co mmo n s .

Th e p l a n s f o r t h e r e v i t a l i z a t i o n o f t h e P e a r l a n d S p r i n g S t r e e t

a r e a we r e d i s c l o s e d a t a n e ws c o n f e r e n c e t h i s mo r n i n g , b y t h e Ar mo u r y

Co r p o r a t i o n , s p o n s o r s o f t h e p r o g r a m. Th e Ar mo u r y Co r p o r a t i o n i s a

wh o l l y - o wn e d s u b s i d i a r y o f t h e S p r i n g f i e l d I n s t i t u t i o n f o r S a v i n g s .

S o me 1 4 mu l t i - f a mi l y r e s i d e n t i a l b u i l d i n g s wi l l b e r e s t o r e d a n d

p u b l i c a r e a s r e v i t a l i z e d , t o r e c r e a t e t h e n e i g h b o r h o o d ' s 1 9 t h c e n t u r y

c h a r a c t e r a n d c h a r m. Th i s wi l l b u i l d u p o n a n d e x t e n d t h e h i g h l y

s u c c e s s f u l Ma t t o o n S t r e e t a n d p r o v i d e mu l t i - u n i t h o u s i n g f o r mo r e t h a n

5 0 0 r e s i d e n t s . I n t i me , 2 0 n e w t o wn h o u s e s wi l l b e a d d e d t o t h e e x i s t i n g

r e s i d e n t i a l b u i l d i n g s .

- mo r e -
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Th e n e i g h b o r h o o d i s wi t h i n t h r e e b l o c k s o f t h e c e n t r a l b u s i n e s s

d i s t r i c t a n d a b u t s mo s t o f t h e ma j o r Ci t y c u l t u r a l i n s t i t u t i o n s a s

we l l a s a c o n s i d e r a b l e a mo u n t o f c h u r c h - o wn e d p r o p e r t y .

P r e s e n t a t t h e n e ws c o n f e r e n c e we r e : S p r i n g f i e l d Ma y o r Wi l l i a m

C. S u l l i v a n , S p r i n g f i e l d I n s t i t u t i o n f o r S a v i n g s P r e s i d e n t J o h n Mc P.

Co l l i n s , S t e p h e n H. P i t k i n , Co mmi s s i o n e r , Co mmu n i t y De v e l o p me n t a n d

Da v i d W. Be a r c e , e x e c u t i v e d i r e c t o r , Be t t e r Ho me s f o r S p r i n g f i e l d .

Co l l i n s s a i d t h a t h e wa s p l e a s e d t h a t t h e b a n k wa s a b l e t o

s p o n s o r a n d d e v e l o p t h i s p r o g r a m, a n d t h a n k e d a l l t h o s e wh o h a v e

d e v o t e d c o u n t l e s s h o u r s t o p l a n n i n g wh a t s h o u l d b e c o me a v i t a l p a r t

o f t h e Ci t y ' s l i f e a n d a n e i g h b o r h o o d t h a t i t s r e s i d e n t s a n d f u t u r e

c i t i z e n s wi l l v i e w wi t h p r i d e . He s a i d Ar mo u r y Co mmo n s wi l l p r e s e r v e

t h e r i c h h e r i t a g e o f t h e a r e a , a n d a t t h e s a me t i me p r o v i d e f o r t h e

f u t u r e a n e x c i t i n g e n v i r o n me n t f o r p e o p l e t o l i v e i n a n d v i s i t .

P l a n n i n g f o r t h e r e n e wa l e f f o r t b e g a n i n S e p t e mb e r wi t h t h e

f o r ma t i o n o f a d e v e l o p me n t t e a m c o n s i s t i n g o f La wr e n c e D. Be a n e , v i c e

p r e s i d e n t , S p r i n g f i e l d I n s t i t u t i o n f o r S a v i n g s a n d p r e s i d e n t o f t h e

Ar mo u r y Co r p o r a t i o n ; Da v i d W. Be a r c e ; Le s t e r J . P r e mo , r e a l t o r ; a n d

At t o r n e y S t e p h e n A. S h a t z . S i n c e S e p t e mb e r t h e t e a m h a s b e e n i n -

s p e c t i n g b u i l d i n g s , s e c u r i n g o p t i o n s o n s e l e c t e d p r o p e r t i e s , a n d

e s t i ma t i n g s i t e i mp r o v e me n t a n d c o n s t r u c t i o n c o s t s .

A t o t a l e q u i t y i n v e s t me n t o f $ 7 0 0 , 0 0 0 wi l l b e ma d e b y Ar mo u r y

Co r p o r a t i o n t o g e t h e r wi t h Be t t e r Ho me s f o r S p r i n g f i e l d , I n c . Co n s t r u c t i o n

f i n a n c i n g o f $ 2 . 8 mi l l i o n f o r t h e r e d e v e l o p me n t h a s b e e n o b t a i n e d f r o m

f o u r l o c a l b a n k s : S e c u r i t y Na t i o n a l Ba n k , S h a wmu t F i r s t Ba n k a n d Tr u s t

Co mp a n y , Th i r d Na t i o n a l Ba n k a n d Va l l e y Ba n k a n d Tr u s t Co mp a n y . P e r ma n e n t

f i n a n c i n g o f $ 2 . 8 mi l l i o n wi l l b e p r o v i d e d b y t h e S p r i n g f i e l d I n s t i t u t i o n

f o r S a v i n g s .

- mo r e -
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Th e r e n e wa l wi l l b e u n d e r t a k e n i n t h r e e p h a s e s a n d i s e x p e c t e d t o

b e c o mp l e t e d wi t h i n t h r e e y e a r s . Th e p r o p e r t i e s wi l l b e c o me t a x p r o -

d u c i n g r e a l e s t a t e a s r e q u i r e d a n d n o t a x s u b s i d i e s a r e c o n t e mp l a t e d .

Th e f i r s t o f t h e t h r e e p h a s e s , wh i c h wi l l b e g i n n e x t mo n t h , i n -

c l u d e s r e h a b i l i t a t i o n o f e i g h t r e s i d e n t i a l b u i d l i n g s a l o n g S p r i n g ,

S a l e m a n d El l i o t S t r e e t s . Th r e e o f t h e s e b u i l d i n g s , c u r r e n t l y u n -

o c c u p i e d , wi l l b e c o mp l e t e l y r e c o n s t r u c t e d f r o m t h e i r e x t e r i o r b r i c k

s h e l l s . Th e r e ma i n i n g f i v e r e q u i r e mi n i mu m t o mo d e r a t e i n t e r n a l r e -

h a b i l i t a t i o n . Th e e i g h t b u i l d i n g s wi l l p r o v i d e 1 3 6 a p a r t me n t s . Th e r e

wi l l b e 5 2 t wo- b e d r o o m a p a r t me n t s , 5 0 o n e - b e d r o o m a n d 3 4 e f f i c i e n c i e s .

Th e s e r e s i d e n t i a l u n i t s a r e e x p e c t e d t o b e o n t h e ma r k e t wi t h i n f o u r t o

s i x mo n t h s a n d r e n t s wi l l r a n g e f r o m $ 1 4 5 t o $ 2 9 0 i n c l u d i n g h e a t a n d

h o t wa t e r . I n k e e p i n g wi t h o v e r a l l p l a n s t o p r o v i d e o f f - s t r e e t p a r k i n g

f o r r e s i d e n t s , f o u r p a r k i n g l o t s wi l l a l s o b e c o n s t r u c t e d d u r i n g t h e

f i r s t p h a s e .

Th e s e c o n d p h a s e , t o b e g i n o n o r b e f o r e La b o r Da y , f o c u s e s o n

t h e a r e a n o r t h o f P e a r l S t r e e t . I t i n c l u d e s s i x b u i l d i n g s a n d f o u r

p a r k i n g l o t s . I n t h i s p h a s e , wh i c h i s e x p e c t e d t o s p a n 1 0 mo n t h s ,

1 0 9 a p a r t me n t s wi l l b e c r e a t e d : 5 0 o n e - b e d r o o ms a n d 5 9 t wo - b e d r o o ms .

I t wi l l b e d u r i n g t h e c o u r s e o f t h e f i r s t a n d s e c o n d p h a s e s t h a t t h e

Ci t y wi l l c o n s t r u c t a n e i g h b o r h o o d p a r k a t t h e c o r n e r o f P e a r l a n d S p r i n g

S t r e e t s . Th e p a r k wi l l b e f u r n i s h e d wi t h b e n c h e s , a g r e e n a n d s t a t u a r y .

Th e 1 9 t h c e n t u r y mo t i f , s u c h a s i s a l o n g Ma t t o o n S t r e e t , wi l l d o mi n a t e

t h e a r e a b o u n d e d b y S p r i n g , P e a r l , E l l i o t , S a l e m a n d Ma t t o o n St r e e t s .

P e r t h e d e s i g n p l a n s , t h e Ci t y wi l l b e a s k e d t o i n s t a l l b r i c k s i d e wa l k s ,

t r e e s a n d s t r e e t l a n t e r n s t h r o u g h o u t t h i s a r e a . Wi l l i a m A. Bu r b a n k a n d

h i s a s s o c i a t e s o f S c a p e Un l i mi t e d , I n c . a r e r e s p o n s i b l e f o r t h e d e s i g n o f

t h e p a r k , n e i g h b o r h o o d s t r e e t a r e a s , a n d a l l o t h e r s i t e i mp r o v e me n t s .

- mo r e -
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Wi t h t h e e x t e n s i o n o f t h e Ma t t o o n S t r e e t e n v i r o n me n t a n d t h e

f o r ma t i o n o f t h e p a r k , i t i s h o p e d t h a t t h e Ma t t o o n S t r e e t Ne i g h b o r h o o d

As s o c i a t i o n wi l l c o mb i n e Ma t t o o n S t r e e t a n d Ar mo u r y Co mmo n s r e s i d e n t s .

Th e f i n a l p h a s e i s e x p e c t e d t o b e g i n t h e S u mme r o f 1 9 7 8 . Du r i n g

t h i s p h a s e , 1 2 t o 2 2 t o wn h o u s e s wi l l b e c o n s t r u c t e d o n s e l e c t e d v a c a n t

l o t s .

Th e p l a n s h a v e b e e n d e v e l o p e d s o t h a t mi n i ma l d i s l o c a t i o n o f

r e s i d e n t s wi l l b e i n v o l v e d . I n t h e f i r s t p h a s e o f t h e p l a n n e d

r e n o v a t i o n o f t h e S p r i n g - P e a r l n e i g h b o r h o o d , t h e r e i s o n l y o n e

o c c u p i e d b u i l d i n g wh i c h r e q u i r e s s u b s t a n t i a l o r g u t r e h a b i l i t a t i o n .

Te n a n t s wi l l b e r e l o c a t e d s o t h a t e x t e n s i v e r e p a i r s c a n b e ma d e

a n d o f f e r e d a n o t h e r u n i t o f t h e a p p r o p r i a t e s i z e i n t h e n e i g h b o r h o o d ,

wh e r e s u c h u n i t s a r e a v a i l a b l e . I f n o u n i t o f s u i t a b l e s i z e i s

a v a i l a b l e o r t h e f a mi l y c h o o s e s t o mo v e o u t o f t h e n e i g h b o r h o o d ,

t h e y wi l l r e c e i v e f i n a n c i a l a s s i s t a n c e f o r mo v i n g c o s t s , a n d a

mo d e s t r e l o c a t i o n p a y me n t t o c o v e r t h e p o s s i b l e c o s t s o f a d d i t i o n a l

r e n t . Th e y a l s o h a v e t h e o p t i o n o f mo v i n g b a c k i n t o t h e n e i g h b o r h o o d

wh e n r e p a i r s a r e c o mp l e t e d o n a u n i t o f a p p r o p r i a t e s i z e .

- mo r e -
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De t a i l s o f t h e r e l o c a t i o n p r o c e s s f o r a l l o t h e r b u i l d i n g s r e ma i n

t o b e wo r k e d o u t a f t e r i n d i v i d u a l c o n f e r e n c e s wi t h p r e s e n t t e n a n t s .

I t i s t h e g o a l o f Ar mo u r y Co r p o r a t i o n t h a t n o f a mi l i e s o t h e r t h a n

t h o s e i n t h e b u i l d i n g me n t i o n e d a b o v e wi l l h a v e t o mo v e mo r e t h a n o n c e .

Re h a b i l i t a t i o n wo r k wi l l b e s c h e d u l e d wi t h t h i s i n mi n d a f t e r a s u r v e y

o f e x i s t i n g r e s i d e n t s i s c o mp l e t e d . I n a d d i t i o n , a p p l i c a t i o n h a s b e e n

ma d e t o t h e De p a r t me n t o f Co mmu n i t y Af f a i r s f o r r e n t a l a s s i s t a n c e mo n i e s

t o a s s i s t l o w- i n c o me f a mi l i e s i n t h e r e h a b i l i t a t e d u n i t s . Th e f u n d s

wi l l b e u s e d t o a s s i s t a t l e a s t 5 0 f a mi l i e s a n d e l d e r l y i n d i v i d u a l s i n

t h e n e i g h b o r h o o d . P r i o r i t y f o r t h e s e s u b s i d i e s wi l l b e g i v e n t o

f a mi l i e s wh o c u r r e n t l y r e s i d e i n t h e a r e a s o t h a t s o me l o w- i n c o me

r e s i d e n t s c a n r e ma i n i n t h e n e i g h b o r h o o d .

Bu i l d i n g a r c h i t e c t f o r t h e Ar mo u r y Co mmo n s n e i g h b o r h o o d d e v e l o p me n t

i s Ca r l J . Wa r f i e l d a n d l a n d s c a p e a r c h i t e c t i s S c a p e Un l i mi t e d , I n c .

Ge n e r a l c o n t r a c t o r f o r t h e c o mp l e t e l y r e n o v a t e d b u i l d i n g s i s Er n e s t A.

Gr a l i a o f E . A. Gr a l i a Co n s t r u c t i o n Co mp a n y . Ho me Ci t y Ho u s i n g

De v e l o p me n t Co r p o r a t i o n h a s a c t e d a s c o n s u l t a n t t o Ar mo u r y Co r p o r a t i o n

f o r d e v e l o p me n t p l a n n i n g . I t wi l l b e g e n e r a l c o n t r a c t o r f o r t h e

b u i l d i n g s r e q u i r i n g mi n i ma l t o mo d e r a t e r e h a b i l i t a t i o n , a n d wi l l ma n a g e

t h e a p a r t me n t s wh e n c o n s t r u c t i o n i s c o mp l e t e d .

Ar mo u r y Co r p o r a t i o n p r e s i d e n t i s La wr e n c e D. Be a n e . Co r p o r a t i o n

v i c e p r e s i d e n t i s J o h n Mc P . Co l l i n s , Wi l l i a m A. J a me s , s e n i o r v i c e

p r e s i d e n t , S p r i n g f i e l d I n s t i t u t i o n f o r S a v i n g s i s t r e a s u r e r a n d a t t o r n e y

S t e p h e n A. S h a t z o f S h a t z , S c h wa r t z a n d F e n t i n , P . C. i s c l e r k . Di r e c t o r s

a r e J o h n Co l l i n s , Wi l l i a m J a me s , La wr e n c e Be a n e , Da v i d Be a r c e a n d

Vi n c e n t Ma r t i n .

86- 085 0 - 7 7 - pt . 3 - 5
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F ACT S HEET

LOCATI ON: A f o u r - b l o c k a r e a i n d o wn t o wn S p r i n g f i e l d , Ma s s .
b o u n d e d b y S p r i n g , P e a r l , E l l i o t , S a l e m a n d
Ma t t o o n S t r e e t s .

DEVELOP ER: Ar mo u r y Co r p o r a t i o n , a wh o l l y - o wn e d s u b s i d i a r y
o f t h e S p r i n g f i e l d I n s t i t u t i o n f o r S a v i n g s ,
S p r i n g f i e l d , Ma s s .

P ARTI CULARS : To t a l r e h a b i l i t a t i o n o f 5 mu l t i - u n i t r e s i d e n t i a l
b u i l d i n g s
Mi n i ma l t o mo d e r a t e r e h a b i l i t a t i o n o f 9 mu l t i -
u n i t r e s i d e n t i a l b u i l d i n g s
Cr e a t i o n o f 8 o f f - s t r e e t p a r k i n g l o t s
Co n s t r u c t i o n o f a n e i g h b o r h o o d p a r k
I mp r o v e me n t s o f p u b l i c a r e a s wi t h b r i c k s i d e wa l k s
a n d 1 9 t h c e n t u r y l a n t e r n s
Co n s t r u c t i o n o f 1 2 - 2 2 t o wn h o u s e s

COS T: $ 3 . 5 mi l l i o n

F I NANCI NG:

TI ME LI NE:

HOUS I NG:

Co n s t r u c t i o n f i n a n c i n g o f $ 2 . 8 mi l l i o n b y
S e c u r i t y Na t i o n a l Ba n k
S h a wmu t F i r s t Ba n k a n d T r u s t Co mp a n y
Th i r d Na t i o n a l Ba n k
Va l l e y Ba n k a n d Tr u s t Co mp a n y

$ 7 0 0 , 0 0 0 e q u i t y i n v e s t me n t b y t h e Ar mo u r y Co r p o r a t i o n
a n d Be t t e r Ho me s f o r S p r i n g f i e l d , I n c .

P e r ma n e n t f i n a n c i n g o f $ 2 . 8 mi l l i o n b y t h e S p r i n g f i e l d
I n s t i t u t i o n f o r S a v i n g s

P h a s e 1 : F e b r u a r y - S e p t e mb e r 1 9 7 7
P h a s e 2 : S e p t e mb e r , 1 9 7 7 - S u mme r , 1 9 7 8
P h a s e 3 : Co mme n c i n g S u mme r , 1 9 7 8

2 4 5 a p a r t me n t s : r e n t i n g b e t we e n $ 1 4 5 . a n d $ 2 9 0 .
3 4 e f f i c i e n c i e s

1 0 0 o n e - b e d r o o m
1 1 1 t wo - b e d r o o m
1 2 - 2 2 t o wn h o u s e s

P ARKI NG: E i g h t o f f - s t r e e t l o t s a c c o mmo d a t i n g 1 7 7 c a r s

P UBLI C P ARK: Ne i g h b o r h o o d p a r k l o c a t e d a t t h e c o r n e r o f
P e a r l a n d S p r i n g S t r e e t s a n d f u r n i s h e d wi t h
b e n c h e s , a g r e e n , s t a t u a r y a n d b r i c k s i d a wa l k s .
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P HAS E ONE:

P HAS E T WO:

P HAS E THREE:

BUI LDI NG ARCHI -
TE CT:

LANDS CAP E ARCH-
I TECT:

GENERAL
CONTRACTORS :

LEAS I NG AGENT:

ARMOURY CORP OR-
ATI ON OF F I CERS :

F e b r u a r y - S e p t e mb e r , 1 9 7 7 - s o u t h o f P e a r l S t r e e t
Ma j o r r e n o v a t i o n o f 3 mu l t i - u n i t r e s i d e n t i a l

b u i l d i n g s :
3 3 S a l e m S t r e e t
1 1 2 - 1 1 6 S p r i n g S t r e e t
1 0 4 S p r i n g S t r e e t

Mi n i mu m t o mo d e r a t e r e h a b i l i t a t i o n o f 5 mu l t i -
r e s i d e n t i a l b u i l d i n g s :
8 5 - 8 7 El l i o t S t r e e t
1 5 - 2 5 S a l e m S t r e e t
3 4 S a l e m S t r e e t
9 7 S p r i n g S t r e e t
1 0 3 - 1 0 7 S p r i n g S t r e e t

To t a l : 1 3 6 a p a r t me n t s
Co n s t r u c t i o n o f f o u r p a r k i n g l o t s f o r 6 8 c a r s
Co n s t r u c t i o n o f p a r k b y Ci t y t o b e g i n d u r i n g

S u mme r , 1 9 7 7

S e p t e mb e r , 1 9 7 7 - S u mme r , 1 9 7 8 - n o r t h o f P e a r l S t r e e t
Ma j o r r e n o v a t i o n o f t wo mu l t i - u n i t r e s i d e n t i a l

b u i l d i n g s :
7 2 Pe a r l . S t r e e t
8 2 - 8 6 P e a r l S t r e e t

Mi n i mu m t o mo d e r a t e r e h a b i l i t a t i o n o f f o u r mu l t i -
u n i t r e s i d e n t i a l b u i l d i n g s :
5 2 P e a r l S t r e e t
5 8 - 6 2 P e a r l S t r e e t
1 2 7 S p r i n g S t r e e t
1 3 1 - 1 3 5 S p r i n g S t r e e t

To t a l : 1 0 9 a p a r t me n t s
Co n s t r u c t i o n o f f o u r p a r k i n g l o t s f o r 1 0 9 c a r s
Co mp l e t i o n o f c o n s t r u c t i o n o f p u b l i c p a r k b y Ci t y

Co mme n c i n g S u mme r , 1 9 7 8
Co n s t r u c t i o n o f 1 2 - 2 2 t o wn h o u s e s a l o n g t h e s o u t h
s i d e o f P e a r l S t r e e t

Ca r l J . Wa r f i e l d , S p r i n g f i e l d

S c a p e Un l i mi t e d , I n c . , S p r i n g f i e l d

E. A. Gr a l i a , Co n s t r u c t i o n Co mp a n y , I n c . , Ea s t
Lo n g me a d o w
Ho me Ci t y De v e l o p me n t Co r p o r a t i o n , S p r i n g f i e l d

Ho me Ci t y De v e l o p me n t Co r p o r a t i o n , S p r i n g f i e l d

La wr e n c e D. Be a n e , P r e s i d e n t
J o h n Mc P . Co l l i n s , Vi c e P r e s i d e n t
Wi l l i a m A. J a me s , Tr e a s u r e r
S t e p h e n A. S h a t z , Cl e r k
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DI RECTORS : J o h n MCP . Co l l i n s , P r e s i d e n t , S p r i n g f i e l d
I n s t i t u t i o n f o r S a v i n g s
Wi l l i a m A. J a me s , S e n i o r Vi c e P r e s i d e n t , S p r i n g f i e l d
I n s t i t u t i o n f o r S a v i n g s
La wr e n c e D. Be a n e , Vi c e P r e s i d e n t , S p r i n g f i e l d
I n s t i t u t i o n f o r S a v i n g s
Da v i d W. Be a r c e , Ex e c u t i v e Di r e c t o r , Be t t e r Ho me s
f o r S p r i n g f i e l d
Vi n c e n t G. Ma r t i n , Ex e c u t i v e Vi c e P r e s i d e n t , Mi l t o n
Br a d l e y Co r p o r a t i o n



ARMOUR Y C OMMONS — a n e w ne i ghbor hood i n downt own Spr i ngf i el d wi l l
e nc ompa s s f our bl ocks i n t he Spr i ng, Pear l a nd Sa l e m St r eet s ar ea. Domi na t i ng
t he mode l i s t he a bundant l ands capi ng al ong t he st r eet s a nd t he publ i c pa r k
t hat wi l l be cr eat ed at t he cent er of t he n e w nei ghbor hood. Four t een bui l di ngs
wi l l be r ehabi l i t at ed begi nni ng next mont h a nd wi l l pr ovi de mul t i - uni t hous i ng
f or mor e t han 500 r es i dent s . Th e nei ghbor hood wi l l r ecr eat e i t s 19t h cent ur y
envi r onment by mai nt ai ni ng bui l di ng ext er i or s a nd addi ng br i ck s i dewal ks a nd
ol d- f ashi oned s t r eet l ant er ns .



1916

17- 1

F OUR- BLOCK SI TE OF T HE ARMOURY C OMMONS NE I GHBORHOOD —
Ar chi t ect ' s r ender i ng s hows t he 14 bui l di ngs t hat wi l l be r ehabi l i t at ed dur i ng
t he cour s e of t he next t wo year s f or mi ng t he Ar mo u r y Co mmo n s nei ghbor hood.
Spr i ng St r eet i s t he ma i n hor i zont al s t r eet a nd t he t wo ver t i cal st r eet s ar e
( l ef t t o r i ght ) Pear l St r eet a nd Sa l e m St r eet . At t he i nt er sect i on of Pear l a nd
Spr i ng wi l l be a publ i c par k.
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TREES , S TATUES , OP E N GRE E N AND BRI CK P AT HS wi l l be f eat ur ed i n t he
ne i ghbor hood pa r k at t he cent er of t he Ar mou r y Co mmo n s nei ghbor hood.
Th e publ i c par k, whi ch i s a l mos t one acr e, wi l l be l ocat ed at t he cor ne r of Spr i ng
a nd Pear l St r eet s .
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n e w

P L AN OF AR MOUR Y C OMMONS P ARK s hows t he ma s s of t r ees a nd ope n gr een
whi ch wi l l be ci r cums cr i bed by br i ck pat hs a nd accent ed wi t h a s t at ue at t he
f ar cor ner . Th e par k, l ocat ed at t he cor ner of Spr i ng a nd Pear l St r eet s , i s t he
cent er pi ece of t he $3. 5 mi l l i on devel opment .
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I NTERI OR OF A TYP I CAL AP ART MENT —i n t he Ar mou r y Co mmo n s nei ghbor -
hood. Hi gh cei l i ngs, l ar ge r ooms , bay wi ndows a nd wor ki ng f i r epl aces ar e
f eat ur ed i n t hi s cont empor a r y set t i ng. A t ot al of 245 r ent al apa r t ment s wi l l
be pr ovi ded i n t he 14 r ehabi l i t at ed bui l di ngs i n Spr i ngf i el d' s downt own Pear l
a nd Spr i ng St r eet ar ea. Th e dr a wi ng i s of a t wo- bedr oom uni t whi ch wi l l r ent
f or $225 t o $290, dependi ng on si ze.
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Amo n g t h e r e s i d e n t s o f t h e S p r i n g a n d P e a r l S t r e e t s

a r e a d u r i n g t h e 1 8 6 0 ' s we r e a g a mb l e r , a t i n d e a l e r a n d

p r o v i s i o n s r e t a i l e r . Me s s r s . Da l t o n , Ga l p i n , a n d Cu r r i e r

r e s p e c t i v e l y , l i v e d a l o n g S p r i n g S t r e e t , wh i c h wa s n a me d f o r

t h e " n u me r o u s s p r i n g s t h a t o o z e d o u t f r o m t h e f o o t o f t h e

f i r s t s l o p e f r o m t h e p l a i n a b o v e . " 1

Tr a c e s o f r u r a l l i f e we r e s t i l l e v i d e n t d u r i n g t h e

mi d - 1 9 t h c e n t u r y wi t h Sa c k e t t ' s s t a b l e o n S c h o o l S t r e e t . Do wn

n e a r Wo r t h i n g t o n S t r e e t t h e r e wa s a p i c n i c g r o v e c a l l e d

Ne t t l e t o n ' s P o n d . Wo r t h i n g t o n S t r e e t wa s n a me d a f t e r Co l o n e l

J o h n Wo r t h i n g t o n a n d l a t e r b o u g h t b y Ch a r l e s S t e a r n s o f S t e a r n s

Sq u a r e .

Th e q u a i n t s e t t i n g s o o n g a v e wa y t o t h e c o n s t r u c t i o n

o f b l o c k s o f a p a r t me n t b u i l d i n g s . Th e f i r s t s t r u c t u r e s we r e

i n t e r e s t i n g l y c a l l e d Th e El i n d o , Th e Ma j e s t i c , Th e Eme r a l d a n d

Th e Ba y St a t e . Th e ma p l e s , b l a c k c h e r r y a n d a p p l e t / e e s t h a t

l i n e d t h e s t r e e t s i n t i me b e c a me s c a r c e , t e n a n t s mo v e d i n a n d

o t h e r s mo v e d o u t , a s t h e t e c h n o l o g i c a l f o r c e s o f t h e 2 0 t h c e n t u r y

s e e p e d i n t o l i f e o f t h e d o wn t o wn n e i g h b o r h o o d .

1
" Th e S t r e e t s o f Sp r i n g f i e l d " , b y J a me s He n r y Cl a r k ,
Vo l u me I I , 1 9 4 7
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Mr s . SPELLMAN. An d when you submi t t hat , woul d you al so submi t
t o us a det ai l ed st at ement on how one get s good edi t ori al s?
[ Laught er . ]

Mr . J AMES. Ther e i s no such pr ocedur e t hat we ar e awar e of .
Mr s . SPELLMAN. Besi de owni ng t he newspaper . [ Laught er . ]
Mr . J AMES. Wel l , Mr . Rot hschi l d says, by doi ng good wor ks .
Mr s . SPELLMAN. Wel l , maybe t hat i s what we have t o l ear n up here,

t o st ar t doi ng s ome good wor ks .
Tha nk you. Tha t i s ver y i nt erest i ng.
Mr . J AMES. Yes . We ar e ver y exci t ed about it. I n fact , we det ai l ed an

eager young vi ce pr esi dent t o about 2 year s of det ached servi ce t o
f ol l owup on t hi s proj ect .

Mr s . SPELLMAN. For Mr . Wi l l i ams on: I wonder i f you coul d tel l t he
commi t t ee what per cent age of l oans or i gi nat ed by t hri ft i nst i t ut i ons
over 80 per cent of val ue car r y pr i vat e mor t gage i nsurance. An d t o
what ext ent ar e pr i vat e mor t gage i nsur ance compani es engaged i n
t he i nsur i ng of mul t i f ami l y mor t gages?

Mr . WHLI AMSON. Wel l , I wi l l ans wer t he l ast quest i on first.
Four mor t gage i nsur ance compani es have si st er compani es t hat ar e

engaged i n t he i nsur ance of mul t i f ami l y housi ng mor t gages. The ex-
per i ence has not been ver y good. I n fact , t he onl y mor t gage i nsur ance
compani es t hat have had t o dr aw down on t hei r cont i ngency reserve
have been t hose engaged i n i nsur i ng mul t i f ami l y mor t gages. The y
i nsur ed t he t op 20 percent of 80-per cent mor t gages. I bel i eve t hat onl y
one of t he f our compani es i s act i vel y engaged wi t h mul t i f ami l y
mor t gages.

By St at e l aw t he compani es —I a m t al ki ng about t he regul ar mor t -
gage i nsur er s—cannot have mor e t han 10 per cent i nsur ance i n f or ce
on anyt hi ng ot her t han a one-t o- f our f ami l y dwel l i ng. So t hese ar e
di fferent compani es wi t h di fferent reserves.

Now, wi t h respect t o t he per cent age of S. & L. l oans t hat woul d
car r y our i nsur ance, I t hi nk s omewher e i n t he Feder al Ho me Loa n
Ba nk Boar d' s st at ist ics i n t he Jour nal t here is t he f i gure of $55 bi l l i on
mor t gages or i gi nat ed i n 1975. Mor t gages or i gi nat ed by S. & L. ' s at
about 20 per cent ar e bet ween 80 and 90 per cent of val ue and about
10 per cent over 90. That ' s about 30 percent . So about $18 bi l l i on of
S. & L. l oans or i gi nat ed i n 1975 wer e over 80 per cent of val ue.

Now, we i nsur ed t hat year about $10 bi l l ion, and 70 per cent or 73
per cent of t hese wer e f r om S. & L. ' s. Tha t woul d be about $7 bi l l ion.
So t her e i s a subst ant i al per cent age of l oans, cer t ai nl y mor e t han hal f
or i gi nat ed by S. & L. ' s, over 80 per cent t hat do not car r y our
i nsurance.

Mr s . SPELLMAN. Whi l e you ar e t al ki ng about stat i st ics, about wha t
pr opor t i on of t he PMI - i ss ued i nsur ed homes ar e newl y const ruct ed?

Mr . WI LLI AMSON. About one- t hi rd.
Mr s . SPELLMAN. Mr . Rot hschi l d, coul d you descr i be f or t he r ecor d

your i ndust ry' s rel at i onshi p t o H U D and t o F HA. We ar e especi al l y
i nt erest ed i n t he ext ent H U D has effect ive r egul at or y aut hor i t y over
your t ransact i ons.

Ther e ar e suggest i ons wi t hi n t he Congr ess t hat t hi s r egul at or y au-
t hor i t y ought t o be st r engt hened.

Mr . ROTHSCHI LD. Wel l , Ma d a m Chai r man, ma ny mor t gage banker s
ar e pr i vat el y owned, i ndependent compani es l i ke mi ne. We ar e re-
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qui r ed t o have a basi c capi t al st ruct ure sui t abl e t o HUD. The mi ni mal
capi t al st ruct ure i s $100, 000 of accept abl e assets.

H U D has t he r i ght t o exami ne t he books on each mor t gage banker ,
t o exami ne t hem f or compl i ance wi t h rul es and regul at i ons and f or t he
sui t abi l i t y of t hei r capi t al st ruct ure.

I n addi t i on t o t hat , t he i ndust r y has an i nf or mal but ver y st r ong
moni t or i ng syst em of i t s i nvest ors. Thos e t o wh o m we sel l l oans. The
savi ngs and l oans, t he mut ual savi ngs banks, and t he i nsur ance com-
pani es have t he r i ght t o—a nd usual l y exerci se t he r i ght t o—audi t
t hei r mor t gage banker s ' operat i ons.

Tha t syst em, as I say, i s i nf or mal but ver y st r ong, because t he
fai l ure t o meet t he st andar d of t he ul t i mat e l ender can resul t i n t hat
ul t i mat e l ender st oppi ng t he busi ness t hat he does wi t h t he mor t gage
banker .
, I n addi t i on, mor t gage banker s bor r ow heavi l y f r om commer ci al

banks i n rel at i onshi p t o t hei r capi t al st ruct ure, and t he commer ci al
banks exerci se a ver y st r ong super vi sor y rol e over t hei r cus t omer by
supervi si ng t hei r port fol i o.

We al l oper at e under t he regul at i ons of HUD, bot h f or servi ci ng
and ori gi nat i on. HU D has t he aut hor i t y t o r equi re compl i ance wi t h
t hose regul at i ons and i f one fai l s t o meet t hei r st andar d, HUD i s au-
t hor i zed t o put t hat company out of t he pr ogr am.

We t hi nk t hat F HA ought t o be f unded suffi ci ent ly t o do what ever
ki nd of i nt ernal audi t i t deems necessary, and i t ought t o do t hat i n-
t ernal l y wi t h i ts f unds . Our posi t i on i s t hat F HA ought t o do t hat so
t hat t her e ar e not mi suses of F HA i nsur ance pr ogr ams t hat hur t
ever ybody.

Mr s . S P E L L MA N . Wh a t ar e s ome of t he cri t eri a t hat F HA requi res
of mor t gage l enders t hat pr i vat e capi t al does not cal l f or ?

Mr . Ror ns cHI LD. The pr i mar y r equi r ement is t hat of t he $100, 000
of accept abl e asset s. I n addi t i on, F HA anal yzes bal ance sheet s t o see
t hat officers, di rect ors, or owner s —have not put money i nt o t he mor t -
gage banki ng company and t hen bor r owed i t back out so t hat t here i s
essent i al ly no capi t al .

Addi t i onal l y, F HA appl i es st andar ds of past per f or mance t o t he
owner s and operat ors. I f one f or ms a ne w company, one i s requi red t o
s ubmi t t o F HA a st at ement of exper i ence of t he officers and manager s
of t hat company, and F HA has t he aut hor i t y t o wi t hhol d t he appr oval
as an F HA- appr oved mor t gagee.

Mr s . S P E L L MA N. I wonder i f st aff has any quest i ons you woul d l i ke
t o have asked f or t he record. I a m t ol d t hat we have cover ed j ust about
al l t he gr ound t hat t hey need t o have i nt o t he r ecor d, so i f t here ar e
any ot her st at ement s you woul d car e t o make, we woul d be gl ad t o
hear t hem.

Mr . R OT HS C HI L D. I woul d l i ke t o say somet hi ng about t he rol e of t he
F HA i n l endi ng i n exi st i ng hous i ng i n communi t i es by cal l i ng on my
exper i ence and our exper i ence i n Mi nnesot a. Bot h Mi nneapol i s and St .
Paul have code enf or cement l aws. The F HA i n Mi nnesot a, upon get -
t i ng an appl i cat i on, requi res i n advance t he r epor t of t he condi t i on of
t he house i n Mi nneapol i s and St . Paul .

I n Mi nneapol i s t hat r epor t of condi t i on i s done by i ndependent en-
gi neers l i censed by t he communi t y. I n St . Paul i t i s done by t he ci t y
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housi ng depar t ment . Thos e repor t s go t o F HA and t he F HA ap-
prai sal process t akes i nt o acocunt t he needs as descr i bed by t he com-
muni t y and makes t hem a par t of t he r equi r ement f or i nsurance.

Thus , t o have t he F HA-i nsured l oan, t he i t ems r equi r ed mus t be
compl et ed and t he i nspect i on sys t em of t he F HA assures t hat t hat i s
done. Wh a t t hat poi nt s out i s t hat t here i s an appr opr i at e rel at i onshi p
bet ween F HA l endi ng and communi t y code enf or cement and housi ng
st andar d enf or cement t hat per mi t s a br oadeni ng of t he exi st i ng hous-
i ng mar ket and hel ps pr event det eri orat i on of communi t i es .

F HA offices i n our communi t y ar e accus t omed t o usi ng t hat syst em
and use i t ver y wel l . An d ma ny cust omer s of exi st i ng housi ng l ook f or
F HA or VA appr oved house i n or der t o get t hat benefi t , and t he bene-
fits I have descr i bed go wi t h VA l endi ng.

I t s hows, I t hi nk, t he abi l i t y of t he F HA t o have a mar ked i mpact
on exi st i ng hous i ng and on t he preservat i on as wel l as t he rehabi l i t a-
t i on of nei ghbor hoods.

Mr s . SPELLMAN. Ver y good. Gent l emen, I t hank you, Mr . Rot hs-
chi l d, Mr . J ames , Mr . Nevi s, Mr . Wi l l i amson. We appreci at e your hav-
i ng been here.

Ther e wi l l be ot her member s who woul d l i ke t o ask quest i ons f or t he
recor d, and we woul d l i ke t o be abl e t o s ubmi t t hose t o you i n wri t -
i ng and ask i f you woul d r espond i n t hat way.

Tha nk you.
Ther e i s one quest i on I woul d l i ke t o ask now. Ther e have been a

number of references i n your t est i mony t o an i ssue t hi s subcommi t t ee
mus t f ace i n t he near f ut ur e; namel y, what shoul d t he f ut ur e rol e of
t he F HA be? I woul d appr eci at e i t i f you coul d s ubmi t your or gani -
zat i on' s vi ews on t hi s i ssue.

[ The f ol l owi ng r esponse was recei ved f or i ncl usi on i n t he r ecor d
i n r egar ds t o Congr es s woman Spel l man' s quest i on concer ni ng t he f u-
t ur e rol e of t he F HA: ]

RESPONSE RECEI VED FROM Mn . J AMES

Ou r as soci at i on bel i eves t ha t F HA. s houl d be r eor gani zed or r econs t i t ut ed a s
a s epar at el y i dent i f i abl e ent i t y wi t hi n HUD. Thi s quas i - i ndependence s houl d,
of cour s e, be coupl ed wi t h a s t r eaml i ned bur e auc r ac y a n d eff i ci ent pr ogr a m
admi ni s t r at i on. Th e mor t ga ge i ns ur ance pr ogr a m t o be oper at ed by F H A s houl d
be compr i s ed of t wo ma j or c ompone nt s .

Fi r s t , F H A s houl d oper at e a s t r ong pr ogr a m of bas i c mor t ga ge i ns ur ance f or
economi cal l y s ound l oans , i r r espect i ve of l ocat i on a n d wi t h onl y mi n i mu m
cons t r ai nt s a s t o l oan cei l i ngs. Thi s f acet of F HA oper at i ons woul d t hus i ns ur e
t hat F HA coul d cont i nue i t s vi t al r ol e i n f aci l i t at i ng f l ows of mor t ga ge cr edi t
a n d i n t he oper at i on of nat i onal s econdar y mor t ga ge mar ke t s .

Second, F H A s houl d ha ve a ma j or r ol e i n t he f or mul a t i on of a par t ner s hi p
of t he pr i vat e a n d t he publ i c s ect or s wi t h t he goa l of r evi t al i zi ng a n d r ehabi l i t at -
i ng ma t ur e communi t i es . FHA' s ef f or t s i n t hi s a r ea s houl d i ncl ude a n e xpa nde d
ur ba n i ns ur ance or coi ns ur ance pr ogr a m. F H A coul d t hus pr ovi de t he as s i s t ance
a n d i mpe t us neces s a r y t o e ncour age pr i vat e l ender s t o ma k e s af e a n d s ound
l oans on ol der pr oper t i es i n ma r gi na l ne i ghbor hoods .

I n concl us i on, t he Nat i onal Associ at i on of Mut u a l Sa vi ngs Ba n k s i s, of cour s e,
r ea dy t o cooper at e t o t he ext ent possi bl e wi t h t he s ubc ommi t t e e i n i t s del i ber a-
t i ons i n t hi s ve r y i mpor t ant ar ea .

Mr s . SPELLMAN. Mr . Hol mgr en, of t he Nat i onal Commi t t ee Agai ns t
Di scr i mi nat i on i n Hous i ng, wi l l be recogni zed.
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STATEMENT OF EDWARD L. HOLMGREN, EXECUTI VE DI RECTOR,
NATI ONAL COMMI TTEE AGAI NST DI SCRI MI NATI ON I N HOUSI NG,
WASHI NGTON, D. C.

Mr . HOLMGREN. Ma d a m Chai r man, I a m Edwa r d L. Hol mgr en, t he
execut i ve di rect or of t he Nat i onal Commi t t ee Agai ns t Di scr i mi nat i on
i n Hous i ng ( NCDH) .

We ar e a nonprof i t vol unt ar y associ at i on headquar t er s her e i n
Was hi ngt on.

I a m pl eased t o appear her e at t he subcommi t t ee' s i nvi t at i on t o
t est i fy on NCDH' s exper i ences and observat i ons i n i t s effort s t o expand
equal oppor t uni t y i n housi ng t hr ough pr ogr ams aut hor i zed under
t he Hous i ng and Communi t y Devel opment Ac t of 1974.

We begi n by sayi ng t hat equal oppor t uni t y i n housi ng has not done
wel l under t he Hous i ng and Communi t y Devel opment Ac t as i t has
been admi ni s t er ed by HUD.

We ar e hopef ul t he ne w admi ni st r at i on wi l l r ever se t hi s si t uat i on
and move t owar d t he st at ut ory goal s i dent i fi ed by t he Congr es s whe n
t hi s l egi sl at i on wa s or i gi nal l y enact ed. We have ever y r eason t o bel i eve
t hat Secr et ar y Har r i s i nt ends t o do j ust t hi s. However , he i s goi ng
t o benefi t f r om what ever suppor t t he Congr ess , and especi al l y t hi s sub-
commi t t ee, can r ender . For , I bel i eve, s he f aces a f or mi dabl e t ask.

Not onl y has she i nher i t ed a Depar t ment condi t i oned f or t he past 8
year s by t he phi l osophy of beni gn negl ect , but s he mus t deal wi t h
t housands of l ocal gover nment s t hat have been educat ed by H U D
dur i ng t he past 2 year s t o r ead t he 1974 act as a l i cense t o t ake t he
Feder al gr ant s t he act makes avai l abl e whi l e compl yi ng onl y mar -
gi nal l y or submar gi nal l y t o HUD' s equal oppor t uni t y r egul at i ons,
whi ch r epresent , at mos t , a mi ni mal i nt erpret at i on of st at ut ory re-
qui r ement s f or equal oppor t uni t y.

Though muc h can be accompl i shed by r edr af t i ng of HUD' s r egul a-
t i ons f or t hat act , t he enact ment of cl ar i fyi ng l anguage i n t he st at ut e
i t sel f woul d est abl i sh beyond t he s hadow of a doubt t hat i t i s t he
commi t ment of t hi s Congr es s t hat t hi s l egi sl at i on i s t o ser ve pr i mar i l y
t he i nt erest s of t he di sadvant aged, whet her so si t uat ed by r eason of
i ncome, r ace, or sex, or any combi nat i on of t hese causes.

My t est i mony t oday, t her efore, i s di rect ed t owar d bot h of your sub-
commi t t ee' s rol es, t hose of over si ght and amendat or y enact ment .

The bur den of my t est i mony wi l l t end al so t o poi nt out t he need
of congressi onal r evi ew of t he basi c concept s t hat under l i e t he 1974
act . Pr i mar i l y t hese under l yi ng concept s ar e r evenue- shar i ng unmoni -
t or ed l ocal di scret i on i n use of communi t y devel opment f unds , and
an al most sol e rel i ance upon hous i ng and r ent subsi di es t o meet t he
needs of l ower i ncome hous i ng consumer .

Because such basi c r est ruct ur i ng of t he act mi ght not be feasi bl e f or
t i mel y enact ment i n t hi s sessi on of Congr ess , i t i s our r ecommendat i on
t hat t he subcommi t t ee t ake qui ck act i on t o r emove obst acl es t o t he ful l
ut i l i zat i on of t he pr esent act . I t shoul d, however , si mul t aneousl y ini t i -
at e a mor e del i berat e s t udy desi gned t o pr obe al t ernat i ve appr oaches t o
achi evi ng t he Feder al obj ect i ves i n housi ng and communi t y devel op-
ment , especi al l y i n pr ovi di ng equal oppor t uni t y t o l i ve i n safe, sani -
t ary, and decent housi ng i n communi t i es and nei ghbor hoods f r eel y
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chosen by l ow- and moder at e- i ncome homeseeker s wi t hout const rai nt s
by r eason of race.

NCDH' s effort s t o open up t he subur bs and al l t he nei ghbor hoods of
cent ral ci t i es t o assi st hous i ng shoul d not be mi si nt erpet ed as an un-
concer n f or t he qual i t y of l i fe i n i nner cit ies. We have l ong been, and
r emai n, commi t t ed t o t he revi t al i zat i on of our ci t ies and t o t he r enova-
t i on of i nner ci t y nei ghbor hoods wi t h speci al concer n f or i mpr oved
housi ng and envi r onment i n t he ar eas of mi nor i t y concent rat i on.

Pur sui t of t hi s goal caused us t o qui ckl y r ecogni ze t hat t he r enova-
t i on of t he i nner ci t y r equi r ed access t o credi t wi t hout di scr i mi nat i on
based on r ace of t he appl i cant or t he l ocat i on of t he pr oper t y. Our
act ivi t i es t o combat di scr i mi nat i on i n credi t have caused us t o file t he
fi rst chal l enge t o redl i ni ng hear d i n a Feder al cour t sui t under t it le
VI I I ( Lanf i nan v. Oakl ey Bui l di ng and Loan. et al . , 404 F. Supp.
791 ( SD. Ohi o 1975) ) , and t hi s has been f ol l owed by si mi l ar cases.

Toget her wi t h ot her civi l r i ght s gr oups NCDH has sued t he f our
Feder al fiscal r egul at or y agenci es ( Feder al Ho me Ba nk Boar d, Fed-
eral Reser ve Boar d, Compt r ol l er of t he Cur r ency and Feder al Deposi t
I nsur ance Cor p. ) f or fai l ure t o enf or ce t it le VI I I r equi r ement s t hose
ar e t he civi l r i ght s r equi r ement s under t he 1968 Ci vi l Ri ght s Act i n
t he credi t operat i ons of f i nanci al i nst i t ut i ons wi t hi n t hei r r egul at ory
j uri sdi ct i ons.

Because of our demonst r at ed concer ns f or t he i mpr ovement of ol der
nei ghbor hoods, we wel come t he recent l y st at ed commi t ment of H U D
t o pl ace great er emphas i s on such nei ghbor hoods. Regr et abl y t he al-
l ocat i on of f unds under t he st at ut ory f or mul a of t he Hous i ng and
Communi t y Devel opment Act resul t ed i n a severe sl i ppage of nei gh-
bor hood r enovat i on i n mos t cent ral ci t ies because t he Act ' s al l ocat i on
f or mul a t he amount of Feder al assi st ance t o ol der ci t i es bel ow t hat
recei ved under pr evi ous cat egori cal gr ant pr ogr ams .

The admi ni st rat i on' s pr oposed $400 mi l l i on appr opr i at i on f or sup-
pl ement al f undi ng of i nnovat i ve pr ogr ams i n cert ai n cent ral ci t i es i s
a pr omi s i ng r emedi al st ep t o rest ore t o s ome ci t ies a gr eat er capabi l i t y
f or r enovat i on.

However , I wi sh t o poi nt out t hat equal oppor t uni t y i n housi ng can-
not be di vi ded i nt o an "ol der nei ghbor hood sol ut i on

,
and an open-

t he- subur bs sol ut i on. " We ar e deal i ng wi t h an i nt egral pr obl em, and
we requi re an i nt egral sol ut i on. The key i s f r eedom of choi ce, real
choi ce i n pl aces t o l i ve f or t hose who requi re housi ng assi st ance.

The Uni t ed St at es has moved a l ong wa y down t he r oad t owar d wha t
t he Ker ner Commi s s i on cal l ed t wo societ i es, separat e and unequal . We
cont i nue t o move down t hat r oad si nce t hi s was enunci at ed by t he Com-
mi ssi on i n 1968.

I t i s not enough t o tell mi nor i t y Amer i cans t hat Feder al assi st ance
wi l l preserve and i mpr ove t he nei ghbor hoods wher e t hey ar e now con-
cent rat ed. Congr ess cer t ai nl y i nt ended mor e t han t hat when i t de-
cl ared, "I t i s t he pol i cy of t he Uni t ed St at es t o pr ovi de wi t hi n con-
st i t ut i onal l i mi t at i ons f or fai r housi ng t hr oughout t he Uni t ed St at es. "
Congr ess di d not say, "t hr oughout t he ol der nei ghbor hoods of t he
Uni t ed St at es". I t sai d si mpl y, "t hr oughout t he Uni t ed St at es".

Jus t as ci t y and s ubur b cannot be vi ewed wi t hi n separat e compar t -
ment s when desi gni ng pr ogr ams f or equal oppor t uni t y i n housi ng, so
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cannot housi ng be compar t ment al i zed wi t hout rel at i on t o empl oyment
oppor t uni t i es, educat i onal oppor t uni t i es, recreat i on, open space, and
t ranspor t at i on.

Mi nor i t y househol ds have a r i ght t o ma ke t hei r own t radeoffs of t he
var i ous opt i ons t hat compos e a chosen l i festyle. Thos e t hat choose t o
l i ve i n t he i nner ci t y have a r i ght t o publ i c faci l i t i es and servi ces t hat
are adequat e t o meet t he hi gh st andar ds needed t o assure qual i t y com-
muni t y l i fe.

However , t hose mi nor i t y househol ds whi ch opt f or hous i ng awa y
f r om t he concent rat i ons of t hei r r ace mus t be pr ovi ded wi t h ampl e
choi ces t hr oughout met r opol i t an areas, and t here i s suffi cient l anguage
i n t he 1974 Ac t t o bel i eve t hat t he pr ovi si on of such met r opol i t an
choi ces by reci pi ent s of bl ock gr ant f unds i s r equi r ed by l aw. Cer t ai nl y
t hi s i s what t he Supr eme Cour t recent l y i ndi cat ed i n deci di ng t he
Gaut r eaux case.

Our own boar d, meet i ng i n Oct ober 1974, cal l ed at t ent i on t o a st at u-
t or y commi t ment i n t he 1974 act whi ch we i dent i fi ed as a new hi gh i n
recogni t i on of a basi c soci al i ssue i n housi ng: vi z

Th e r educt i on of t he i sol at i on of i nc ome gr oups wi t hi n communi t i e s a n d geo-
gr aphi c ar eas a n d t he pr omot i on of a n i ncr ease i n t he di ver s i t y a n d vi t al i t y of
nei ghbor hoods t hr ough t he spat i al deconcent r at i on of hous i ng oppor t uni t i es f or
per s ons of l owe r i nc ome a n d t he r evi t al i zat i on of det er i or at i ng or det er i or at ed
nei ghbor hoods t o at t r act per s ons of hi gher i ncome .

Though Congr ess sai d i t i n a l ong and compl ex sent ence, I t hi nk
i t says cl earl y what t he Congr ess had i n mi nd i n enact i ng t hat
l egi sl at ion.

Havi ng not ed t hese encour agi ng obj ect i ves of t he act , our boar d
st at ement voi ced al ar m over t he pl acement of deci si onmaki ng aut hor -
i t y over communi t y devel opment pr ogr ams i n t he hands of l ocal offi-
ci al s wi t h onl y mi ni mal st at ut ory rest rai nt .

Pr i or exper i ence wi t h HUD, especi al l y si nce t he begi nni ng of 1973,
had gi ven us l ittle cause f or conf i dence i n HUD' s i nt ent i ons and/ or
compet ence i n enf or cement of Feder al civi l r i ght s l aws affect i ng com-
muni t y devel opment or housi ng.

Our board' s pr ophet i c obser vat i on t wo year s ago i s still val i d: " The
bat t l e f or an i ncl usi ve versus a segr egat ed soci et y i s embodi ed i n t he
i mpl ement at i on of t hi s l egi sl at i on t herefore, HUD' s enf or cement
rol e, especi al l y i ts det er mi nat i on of what const i t ut es l ocal housi ng as-
si st ance pl ans, represent s a cr ossroads t hat wi l l det er mi ne raci al and
economi c pat t erns of resi dence f or decades t o come. "

Exper i ence wi t h HUD i n t he admi ni st r at i on of t he act ful l y con-
f i r med, I t hi nk, our wor s t fears. I r epeat my openi ng st at ement :
Equal oppor t uni t y i n housi ng has not done wel l under t he 1974 act as
admi ni st er ed by HUD. Ther e has been a si ngul ar absence i n HUD' s
admi ni st r at i on of t he act of any evi dence of i nt ent t o admi ni st er i ts
pr ogr ams and act ivi t i es rel at i ng t o housi ng and ur ban devel opment in.
a manner affi rmat i vel y t o f ur t her t he pur poses of t itle VI I I as re-
qui r ed by t he l anguage of t hat st at ut e.

HU D i t sel f has document ed t he fadt t hat t he fai l ure t o enf or ce equal
oppor t uni t y regul at i ons const i t ut es t he si ngl e hi ghest number of defi-
ci enci es r ecor ded by HUD i n sel f-audi t s of i ts bl ock gr ant pr ogr am
f or t he t hi rd and f our t h quar t er s of 1976.
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Si nce HU D r epor t s t hat t he t ot al number of defi ci enci es i n i t s equal
oppor t uni t y enf or cement was up shar pl y i n t he f our t h quar t er , t her e
i s little basi s f or hope i n any gr adual i mpr ovement of per f or mance.

Though H UD refers t o t he 377 f i ndi ngs of l ocal nonper f or mance or
noncompl i ance out of a t ot al of over 1, 700 f i ndi ngs as most l y proce-
dural , whi ch i t defi nes as t he absence of r ecor ds on equal oppor t uni t y
act i ons and t he l ack of requi red aff i rmat i ve act i on pl ans, HU D has
conf i ned i tsel f al most ent i rel y t o war ni ngs t o reci pi ent s.

Thes e f i ndi ngs on equal oppor t uni t y defi ci enci es ar e ci t ed above be-
cause t her e i s still a l ack of cl ari t y on t he nat ur e and ext ent of non-
compl i ance wi t h t he equal oppor t uni t y provi si ons i n t he act and ot her
Feder al st at ut es.

Your subcommi t t ee' s cur r ent st aff r epor t on t he communi t y devel op-
ment bl ock gr ant pr ogr am, whi ch was based on field sur veys, not ed
i n t he br i ef sect i on devot ed t o equal oppor t uni t y t hat i t was not abl e
t o uncover —and I ' m quot i ng: "si gni f i cant pat t erns of di scr i mi nat i on",
because i t sur mi sed t he act gr ant s l ocal officials " ma x i mum flexibi l i ty
wi t h respect t o t he t i mi ng and manner i n whi ch t hey car r y out com-
muni t y devel opment act ivi t i es, i t ma y be mor e difficult t o det er mi ne
when, i n fact , any part i cul ar pr ogr am act i on i s di scr i mi nat or y. "

Your staff' s fai l ure t o spot si gni f i cant di scr i mi nat i on st ems, i n my
opi ni on, f r om t he wi despr ead t endency t o see equal oppor t uni t y as a
speci al rest rai nt , f unct i oni ng mer el y as a t aboo r at her t han as a t est
of t he ent i re t hr ust and pur pose of t he l ocal pr ogr am.

Equal oppor t uni t y cri t eri a r uns t hr ough ever y aspect of a pr ogr am,
and i t shoul d not be vi ewed as "speci al pr ogr am r equi r ement s. "

Our research has f ound wi despr ead noncompl i ance when equal op-
por t uni t y i s t est ed t hr oughout subst ant i ve pr ogr ami ng, i ncl udi ng l oca-
t i on of communi t y devel opment faci l i t ies and servi ces wi t h reference
t o resi dent i al concent rat i ons of mi nor i t y race and al so l ocat i on of
housi ng uni t s benefi t i ng f r om rehabi l i t at i on wi t h communi t y devel op-
ment f unds wi t h r eference t o raci al resi dent i al concent rat i ons.

Our concl usi ons r egar di ng vi ol at i ons of t he equal oppor t uni t y re-
qui r ement s per t ai ni ng t o communi t y devel opment bl ock gr ant s ar e
refl ected i n great er or l esser degr ee i n t he st udi es and sur veys of ma ny
ot hers.

The exami nat i on of appl i cat i ons and per f or mance repor t s wi t h
Cens us and ot her dat a i n hand of t en reveal equal oppor t uni t y vi ol a-
t i ons under such subj ect s as i dent i fi cat i on of needs f or communi t y
devel opment as compar ed t o avai l abl e demogr aphi c and housi ng dat a
f or t he appl i cant s' j ur i sdi ct i on; cont rast bet ween i dent i fi ed needs and
pr oposed communi t y devel opment act i vi t i es; fai l ure t o pl an el i gi ble
act ivi t i es wi t hi n t he cont ext of l ocal compr ehensi ve pl an or wi t hi n
met r opol i t an r egi onal pl ans; , f ai l ure t o adequat el y mai nt ai n pr evi ous
l ocal communi t y devel opment effort s; absence or mi suse of ci t i zen
par t i ci pat i on i n pr epar at i on and appr oval of appl i cat i on; housi ng
assi st ance pl ans; i dent i fi cat i on of housi ng need; fai l ure t o pl an hous-
i ng i n conf or mance wi t h i dent i fi ed need; and many, ma ny mor e.

Ther e ar e ma ny l ocal si t uat i ons i n whi ch noncompl i ance i s so ski l l -
ful l y bur i ed t hat exami nat i ons of appl i cat i ons and per f or mance re-
por t s fai l t o reveal t hem. Thi s poi nt s t o t he need f or onsi t e audi t i ng by
HUD, especi al l y i n t hose communi t i es wher e bl ock gr ant act ivi t i es
have st i mul at ed ci t i zen prot est .

8 6- 0 85 0 - 77 - pt . 3 - 6
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Spokesper sons of l ocal mi nor i t y communi t i es ar e usual l y t he best
sour ce of i nf or mat i on on wher e t o l ook f or noncompl i ance i n equal
oppor t uni t y. Al l of t he cases handl ed by our l egal staff, whet her by
fi l i ng of admi ni st r at i ve compl ai nt s wi t h t he Secr et ar y of HUD, or
l i t i gat i on i n Feder al cour t s, or i gi nat e wi t h l ocal ci t i zen compl ai nt s.

A r at her t ypi cal si t uat i on i s i l l ust rat ed by t he recent l y set t l ed cl ass
act i on sui t agai nst H U D i n t he ci t y of Davenpor t , I owa fi led by
NC DH on behal f of t he l ocal ci t i zens gr oup, a sui t known t o our
at t or neys as t he Tenni s Cour t case. I t wa s so na me d because Daven-
por t ' s or i gi nal appl i cat i on sought t o use bl ock gr ant f unds t o bui l d
t enni s cour t s as an "ur gent need, " because t he Nat i onal La wn Tenni s
Associ at i on had f ound t he ci t y defi ci ent i n t enni s cour t s on a per capi t a
basi s.

The pl ai nt i ffs char ged H U D wi t h i l l egal l y awar di ng bl ock gr ant s
t o Davenpor t on t he basi s of an appl i cat i on t hat fai l ed t o gi ve
ma x i mum feasi bl e pr i or i t y t o act i vi t i es whi ch woul d benefi t l ow- and
moder nat e- i ncome f ami l i es and ai d i n t he pr event i on or el i mi nat i on
of s l ums and bl i ght , and several ot her defi ci enci es. The cour t ' s con-
sent or der was based on t he ci t y of Davenpor t ' s agr eement t o revi se
i t s appl i cat i on and conduct communi t y devel opment s i n a manner suffi-
ci ent l y i n compl i ance wi t h r egul at i ons t o sat i sfy t he pl ai nt i ffs'
charges.

Ot her wi se denyi ng t he mat er i al al l egat i ons set f or t h i n t he com-
pl ai nt , t he ci t y ma de t wo admi ss i ons t hat ar e si gni fi cant f or an under -
s t andi ng how vi ol at i ons of equal oppor t uni t y t ake pl ace i n l ocal
pr ogr ami ng of bl ock gr ant s, even i n ci t ies not not or i ous f or bad r ace
rel at i ons.

The first admi ss i on was t hat H U D appr oved t he ci t y' s second- year
pl an wi t hout r equi r i ng t he ci t y t o t ake addi t i onal st eps t o meet t he
housi ng assi st ance needs of t he l ow- i ncome fami l i es, despi t e compl ai nt s
t o H U D about i nadequaci es and i nequi t i es. The second admi ss i on was
t hat t he ci t y had excl uded Cens us Tr act 107, cont ai ni ng t he ci t y' s
hi ghest pr ecent age of mi nor i t y resi dent s, f r om benefi t s under t he bl ock
gr ant pr ogr am.

Despi t e t he compl ai nt s by l ocal gr oups t o ci t y hal l and t he H U D
ar ea _office, begi nni ng wi t h t he processi ng of Davenpor t ' s first- year
appl i cat i on, not hi ng wa s done by H U D t o correct , t hese vi ol at i ons
unt i l act i on wa s t aken i n Feder al cour t .

Repeat ed exper i ences of t hi s ki nd cause us t o bel i eve t hat Daven-
por t i s not uni que i n i t s noncompl i ance wi t h st at ut ory equal oppor -
t uni t y r equi r ement s but i s mor e l i kel y t o be t ypi cal of communi t i es
t hr oughout t he count r y. Requi r i ng Davenpor t t o compl y wi t h t he l aw
has not caused i t t o dr op t he bl ock gr ant pr ogr am a rat i onal i zat i on
of t en used t o expl ai n nonenf or cement . Davenpor t has agr eed t o a
new, i magi nat i ve pr ogr am of communi t y devel opment based on affir-
mat i ve act i on t o i mpr ove t he qual i t y of l i fe f or i t s l ow- and moder at e-
i ncome resi dent s, wi t h speci fi c provi si ons f or t hose i n Cens us Tr act
107.

I t shr oul d obvi ousl y not be necessar y f or t he i nt ended benefi ci ari es
of Feder al l egi sl at i on t o secure t hose benefi t s t hr ough bur dens ome
a nd cost l y l i t i gat i on, af t er such cour t cases as t hat i n Har t f or d, t he
Gaf ut r eaux case and Davenpor t . Ye t onl y l ast week our at t or neys filed.
anot her sui t agai nst H U D t o secure compl i ance wi t h t he equal op-
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por t uni t y provi si ons of t he 1974 act , t hi s t i me i n t he Det r oi t , Mi ch.
ar ea. The pl ai nt i ffs ar e t he Coal i t i on f or Bl ock Gr ant Compl i ance, t he
NAACP Chapt er i n Det roi t , t he Mi chi gan Commi t t ee on La w and
Hous i ng and ' a number of i ndi vi dual s affect ed by t he fai l ur e of
Li voni a, a subur b of Det roi t , t o use t he bl ock gr ant of $590, 000 i n a
l awf ul manner , speci fi cal l y i t s fai l ure t o pl an f or ne w assi st ed hous i ng
i n a communi t y wi t h ver y f ew vacanci es.

The sui t was fi led onl y af t er al l ot her effort s over a per i od of 2 year s
and fai l ed. Bot h HUD' s ar ea and r egi onal offices r efused t o appr ove
Li voni a' s obvi ousl y defi ci ent second-year appl i cat i on, but i t wa s ap-
pr oved i n t he Was hi ngt on Offi ce of H U D by t he t hen Assi st ant Sec-
r et ary f or Communi t y Pl anni ng and Devel opment . Tha t was l ast
Augus t .

Wh a t ar e t he necessary r emedi es t o ma ke t he 1974 act ser ve con-
gressi onal i nt ent speci fi cal l y and Feder al ur ban and equal oppor t uni t y
pol i ci es gener al l y? Whi l e i t i s obvi ous t hat t he mi scar r i age of con-
aressi onal i nt ent i n t he admi ni st r at i on of t he 1974 act i s l ess due t o
mi sr eadi ng of ambi guous l anguage t hat t o wi l l ful mi si nt erpret at i on
by an execut i ve depar t ment bent upon pur sui ng i t s own obj ect i ves,
as t hese wer e s haped i t s o wn phi l osophi es, we r ecommend cl ar i fyi ng
ambi guous l anguage and secur i ng f r om H UD mor e f ai t hful execut i on.
of t he act .

I have r ead wi t h sat i sfact i on t he t est i mony of Secr et ar y Har r i s
before your subcommi t t ee i n r ecent days , especi al l y her commi t ment
of H U D t o a pol i cy of di r ect i ng communi t i es t o gi ve l ow- and moder -
at e- i ncome ci t i zens t he hi ghest pr i or i t y i n bl ock gr ant pr ogr ami ng; her
expect at i on t hat communi t i es wi l l accept a f ai r shar e of l ow- and
moder at e- i ncome housi ng and vi gorousl y pr omot e t hei r hous i ng; her
use of sol ut i ons desi gned speci fi cal l y f or mi nor i t i es as n, cri t eri a i n
j udgi ng t he per f or mance of ci t ies under t he act i on gr ant pr ogr am; her
goal of par t ner shi p bet ween H U D and l ocal communi t i es a i med at
obt ai ni ng st abl e communi t i es t hat ar e raci al l y and economi cal l y
i nt egrat ed.

An d I t hi nk t hat i s a ver y i mpor t ant st at ement t hat Secr et ar y Har r i s
has ma de i n t hi s r egar d, and shoul d put us wel l on t he r oad, hopef ul l y,
f or i t s achi evement . We have ever y r eason t o bel i eve t hat t he Secr et ar y
wi l l ma ke i t cl ear at H U D t hat she want s her subor di nat es t o s t op pl ay-
i ng games wi t h t he bl ock gr ant pr ogr am, and t hat t hi s wi l l be refl ect ed
i n t he r ewr i t i ng of cri t i cal par t s of HUD' s r egul at i ons.

Sever al wi t nesses who appear ed before your subcommi t t ee l ast week,
Ma d a me Chai r man—per s ons f or whos e knowl edge of t he subj ect mat -
t er and commi t ment t o equal oppor t uni t y we have t he hi ghest r e ga r d—
wh o ar gued t hat such changes i n t he r egul at i ons woul d suffice t o
r emedy t he mi scar r i ages t hat ar e now occur r i ng.

Unf or t unat el y, we respect ful l y di ffer wi t h s ome of t hi s advi ce. A
st at ut e expresses t he wi l l of Congr ess ; i t i s t he l aw. Regul at i ons have
t he f unct i on of pr ovi di ng an admi ni st r at i ve f r amewor k and pr ocedur es
f or car r yi ng out t he l aw, and mus t be a r easonabl e i nt erpret at i on of
st at ut ory l anguage. I f t he st at ut e i s uncl ear or ambi val ent , r egul at or y
i nt erpret at i ons ar e al ways subj ect t o chal l enge i n t he cour t s.

NC DH appr oves t he r egul at ory changes r ecommended by t he Wor k-
i ng Gr oup f or Communi t y Devel opment whi ch t est i fied her e l ast week,
but st r ongl y ur ges your subcommi t t ee t o dr af t cl ar i fyi ng and sup-
por t i ve l anguage wher e i ndi cat ed as amendment s t o t he 1914 act .



We wi sh t o ur ge amendment or y cl ari fi cat i ons, especi al l y wi t h r egar d
t o af fi rmat i ve pr ogr ami ng f or raci al mi nor i t i es by l ocal reci pi ent s of
communi t y devel opment gr ant s, and assi st ed housi ng. The 1974 act
i dent i fi es as one of t he cri t i cal ur ban pr obl ems t o be addr essed by t he
act , " t he concent r at i on of per sons of l ower i ncome i n cent r al ci t ies. "
The act na mes as a "speci fi c obj ect i ve, " t he "speci al deconcent r at i on of
hous i ng oppor t uni t i es f or per sons of l ower i ncome. "

The act r equi r es t hat communi t y devel opment pl ans, i ncl udi ng t he
housi ng assi st ance pl an ( HAP ) , be devel oped, i n accor dance wi t h
ar eawi de devel opment pl anni ng. " The act f ur t her r equi r es t hat t he
HAP' s ma ke pr ovi si ons f or per sons "expect ed t o resi de i n t he c ommu-
ni t y. " An d t he act pr ovi des t hat reci pi ent s of 701 pl anni ng assi st ance
i ncl ude a "hous i ng el ement " i n t hei r pl ans, whi ch af t er Augus t 1977
shal l be f or al l i nt ent s and pur poses a met r opol i t an housi ng al l ocat i on
pl an.

Begi nni ng s omet i me i n t he spr i ng of 1976, under t he dual s pur of t he
Har t f or d and Gaut r eaux cases, H U D began i nchi ng t owar d t he i mpl e-
ment at i on of t he above quot ed cl ear st at ut ory di rect i ves. We ant i ci pat e
accel erat ed pr ogr ess i n t hi s di rect i on under t he ne w admi ni st r at i on.

However , our exper i ence wi t h l ocal pr ogr ami ng under t hi s act , and
under pr evi ous Feder al pr ogr ams , causes us t o f ear t hat fai r l y wi de-
spr ead compl i ance wi t h t hese deconcent r at i on and met r opol i t an hous-
i ng r egi onal di rect i ves wi l l t ake pl ace wi t hout i ncl udi ng per sons of
mi nor i t y r ace, or , at mos t , f ew such per sons, a mong t hose enabl ed t o
deconcent r at e t hemsel ves and by t aki ng advant age of housi ng oppor t u-
ni t i es i n communi t i es pr evi ousl y wi t hout assi st ed housi ng. The act
speci fi es per sons by i ncome desi gnat i on, and r equi r es aff i rmat i ve pr o-
gr ami ng f or t hei r benefi t . The act al so i dent i fi es and r equi r es af f i rma-
t i ve pr ogr ami ng f or l ar ge fami l i es, f or t he el der l y, f or t he handi -
capped, f or t he di spl aced or t o be di spl aced, and f or per sons expect ed
t o resi de i n t he communi t y.

However , t he act does not speci fi cal l y na me per sons of mi nor i t y r ace
as benefi ci ari es f or wh o m l ocal reci pi ent gover nment s ar e t o pr ogr am
affi rmat i vel y. I t i s obvi ous t hat raci al mi nor i t i es f or m a maj or pr opor -
t i on of t hose i dent i fi ed by t he act as t he "concent r at i on of per sons of
l ower i ncome i n cent r al ci t i es. " The bl acks' per cent age of popul at i on i n
cent ral ci t ies i ncr eased f r om 16. 4 per cent i n 1960 t o 20. 5 per cent i n 1970.

I n ci t ies of 1 mi l l i on per sons or mor e, bl acks i n 1970 wer e 25. 2 per -
cent . Some 26 ci t ies each cont ai n over 100, 000 bl ack per sons, r epresent -
i ng 43 per cent of al l bl acks i n t he Uni t ed St at es.

Whi l e i t i s obvi ous t hat raci al mi nor i t i es compos e mos t of t he l ower
i ncome concent r at i on i n cent ral ci t ies, over whel mi ngl y f or f ami l i es
wi t h chi l dr en, i t i s not at al l obvi ous t hat t he deconcent r at i on of hous-
i ng oppor t uni t i es wi l l benefi t mi nor i t i es, especi al l y not i n pr opor t i on
t o t hei r number s a mong t he i nt ended benefi ci ari es.

We pr opose t her efore t hat t he wor ds "r aci al mi nor i t i es" be added
t o sect i on 104( a) ( 4) ( A) whi ch speci fi es whi ch gr oups ar e t o be
pl anned f or i n a hous i ng assi st ance pl an, f ol l owi ng t he wor ds "i n-
cl udi ng el der l y and handi capped per sons. " Such an a me ndme nt woul d
requi r e t he desi gn of a hous i ng assi st ance pl an t o i ncl ude af fi rmat i ve
pr ogr ami ng of housi ng occupancy goal s f or raci al mi nor i t i es i n pr o-
por t i on t o obj ect i ve i ndi ces based on t he demogr aphi c profi l e of t he
communi t y and t he met r opol i t an ar ea of whi ch i t i s a par t .
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The pr esent H AP r egul at i ons requi r e t hat t he det er mi nat i on of
housi ng need be based on i dent i fi abl e gr oups , i ncl udi ng mi nor i t i es.
I t does not , however , r equi r e i dent i fi cat i on of mi nor i t i es f or t he hous-
i ng pl an i t self. I t i s s t r ange t hat t hi s has not been done.

We r equi r e no l ess t han t hi s of pr i vat e i ndust r y t hat bui l ds hous i ng
wi t h Feder al assi st ance, i ncl udi ng mor t gage i nsurance. Thi s H U D
r equi r ement i s t he pr evi ousl y ment i oned aff i rmat i ve f ai r hous i ng mar -
ket i ng pl an. Ea c h pr i vat e or cor por at e appl i cant f or hous i ng assist -
ance under pr ogr ams admi ni st er ed by H U D i s r equi r ed t o car r y out
an af fi rmat i ve mar ket i ng pr ogr am t o at t ract buyer s or t enant s of
t arget ed mi nor i t y and nonmi nor i t y gr oups i n t hat s egment of t he
housi ng mar ket bei ng bui l t for .

The pur pose of t hi s pr ogr am i s t o assure t hat any gr oup of per sons
nor mal l y not l i kel y t o appl y f or t he hous i ng wi t hout speci al out -
r each effort s know about t he housi ng, feel wel come t o appl y and have
t he oppor t uni t y t o buy or rent . The pl an mus t set occupancy goal s by
raci al / et hni c gr oup f or whi ch t he achi evement of t he pl an i s desi gned.
Per i odi c r epor t s on occupancy by r ace and et hni ci t y ar e r equi r ed t o
be submi t t ed t o H U D ar ea offices t o per mi t moni t or i ng of progress.

Fai l ur e t o car r y out t he aff i rmat i ve mar ket i ng pl an can be cause
f or HUD' s r efusal t o gr ant f ur t her assi st ance i n r esponse t o appl i ca-
t i ons f or addi t i onal assi st ed and/ or i nsur ed proj ect s.

The aut hor i t y f or aff i rmat i ve mar ket i ng r egul at i ons s t ems f r om
tit le VI and t i t le VI I I , as i nt erpret ed by t he Feder al cour t s i n Shan-
non v. H U D ( 3d Ci r . 1970) . I s, t herefore, pr i vat e ent erpr i se t o be
subj ect t o t hi s fai r housi ng out r each r equi r ement whi l e publ i c agen-
ci es ar e t o be i mmune ? Thi s har dl y s eems r easonabl e or rat i onal .

The pr oposed a me ndme nt woul d r equi r e t hat HAP' s i ncl ude an
aff i rmat i ve act i on pl an f or t he ant i ci pat ed numbe r of mi nor i t y per -
sons, al ong wi t h pr oposal s f or t he el der l y, l ar ge fami l i es, t he handi -
capped, and so for t h. I t shoul d be not ed t hat t he hi ghl y successful
Dayt on ar ea hous i ng al l ocat i on pl an whi ch pl aced t housands of uni t s
of subsi di zed housi ng i n subur bs

pl an,
1970 and 1974, r esul t ed

i n a n exceedi ngl y l ow per cent age of mi nor i t y occupancy. Thi s i s now
bei ng r emedi ed by an ar eawi de affi rmat i ve mar ket i ng pl an i n t he Da y-
t on ar ea, desi gned t o i nf or m and at t ract mi nor i t y homeseeker s t o
subur ban housi ng.

The na me of t he game , of cour se, i s suffici ent annual vol ume of ad-
di t i onal hous i ng uni t s wi t hi n t he me a ns of moder at e- i ncome per sons.
bot h ne w and exi st i ng, bot h rent al and sal es.

Our , boar d of di rect ors, i n i t s st at ement on t he ne w act pr evi ousl y
quot ed, t ook a di m vi ew of t he act ' s provi si ons f or hous i ng vol ume
wi t hi n t he means of t he needy:

Fa i r hous i ng advoca t es mu s t n o w r el y a l mos t ent i r el y up o n a s i ngl e f o r m of
hous i ng s ubs i dy, essent i al l y a hous i ng a l l owance a s pr ovi ded f or i n sect i on 8
of t he 1974 act . I t i s uncer t ai n whe t he r t hi s n e w a n d unt r i ed a ppr oa c h wi l l
pr oduc e vol ume cons t r uct i on or not . Fo r t hi s r eas on i t s e e ms t he admi ni s t r at i on
i s i ndul gi ng i n r het or i c wh e n i t quot es pr oduc t i on goal s of 300, 000 t o 400, 000
uni t s f or t he 1975 f i scal year .

Th e f i nal ver s i on of s ect i on 8 depends , a s di d s ect i ons 235 a n d 236, pr i mar i l y
upon pr i vat e devel oper s a n d wi l l suf f er a n y r eal or a s s ume d i nher ent l i mi t a-
t i ons t ha t s uc h de pe ndenc e ma y ha ve .

Dur i ng t he 21/ 7 year s si nce t hat s t at ement wa s made, exper i ence wi t h
sect i on 8 has ful l y conf i r med our j udgment . Nor wer e we uni quel y
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presci ent , si nce at t hat t i me t he Nat i onal Associ at i on of Homebui l der s ,
t he Nat i onal Associ at i on of Hous i ng and Redevel opment Offi ci al s
and ma n y ot her s wi t h pract i cal exper i ence i n housi ng sai d about t he
s ame t hi ng.

H U D st aked al l on t hi s " ne w and unt r i ed appr oach, " and st ubbor nl y
cl ung t o i t out of doct ri nai re. , phi l osophi cal commi t ment t o a t heor y
on wha t shoul d const i t ut e t he Feder al rol e i n housi ng i n a f r ee ent er-
pr i se soci et y. I t has onl y been due t o congressi onal mandat e t hat H U D
has been for ced i n t he past year t o t ur n t o ot her assi st ance pr ogr ams
t o get t he needed hous i ng bui l t .

Meanwhi l e, t he sect i on 8 exi st i ng hous i ng pr ogr am has had l i mi t ed
successes conf i ned, t o occasi onal ar eas wi t h hi gh vacancy rat es. Thi s
appr oach t o hous i ng l ow- i ncome fami l i es, pr oper l y dubbed by one
observer as " gi ve t he poor a f ew bucks and tel l t hem t o get l ost , " has
fai l ed mi ser abl y i n per f or mi ng on t he one advant age i t wa s al l eged
t o have; t hat i s t he abi l i t y of l ow- i ncome mi nor i t y homeseeker s t o go
out i n t he mar ket and f i nd housi ng beyond t he ghet t os * " "f i nder s-
keeper s, " as H U D s omewha t cal l ousl y cal l ed it.

HUD' s o wn st udi es r eveal ed t hat t he exi st i ng housi ng whi ch mi nor -
i t y f ami l i es wi t h sect i on 8 cert i ficates have f ound and kept wa s i n-
var i abl y ei t her wi t hi n t he ghet t o or upon i t s bor der .

We st r ongl y concur i n t he r ecommendat i on pr evi ousl y ma de t o your
subcommi t t ee by ot her wi t nesses t hat t he pr opor t i ons of exi st i ng t o ne w
sect i on 8 uni t s al l ocat ed t o communi t i es be based on vacancy r at es
wi t hi n t hose r anges of uni t si zes and rent al s l i kel y t o be occupi ed by
el i gi bl e fami l i es.

Above al l , your subcommi t t ee shoul d desi gn and aut hor i ze f unds f or
a r easonabl y bal anced sel ect i on of hous i ng pr ogr ams t o per mi t l ocal
adapt at i ons of assi st ed housi ng t ype mi xes t o pr evai l i ng l ocal condi -
t i ons. The pr evi ous admi ni st r at i on, whi ch s ought t o appear as t he
sel f -procl ai med champi ons of l ocal opt i ons, l ocked al l l ocal hous i ng
pl anni ng i nt o a si ngl e i r on mol d, na me d sect i on 8.

A moment ' s t hought , even i f not exper i ence, shoul d have sufficed t o
ma ke i t obvi ous t hat t he s a me ki t of housi ng pr ogr ams coul d not wor k
i n bot h Manhat t en and Amer i cus , Ga . ; i n Los Angel es and Har l an,
Ky. • and ot her di ver se par t s of t he count r y.

We f avor t he cont i nuat i on of sect i on 8, ma ke no mi s t ake about t hat .
I t has i t s pr oper uses i n overal l l ocal pr ogr ams . But we need a real -
l ocat i on of appr opr i at i ons t o f und al l of t he ot her pr ogr ams on t he
books : sect i on 235, sect i on 236, publ i c housi ng, rehabi l i t at i on, home-
st eadi ng, and ma ny ot her s, as wel l as per haps pr ogr ams yet t o be
i nnovat ed.

Fi nal l y, and i n s umma r y, per mi t me t o rei t erat e t hat f ai r hous i ng
means f r eedom of choi ce as t o nei ghbor hood and communi t y, r egar d-
l ess of r ace or i ncome. Ma ki ng hous i ng avai l abl e t hr oughout met r o-
pol i t an ar eas wi t hout r egar d t o i ncome r equi r es a suffi ci ent ly l ar ge
and wor kabl e Feder al pr ogr am of assi st ed housi ng. Ma ki ng housi ng
avai l abl e t hr oughout met r opol i t an ar eas wi t hout r egar d t o r ace re-
qui r es vi gor ous enf or cement of t i t le VI and t i t le VI I I t hr ough aff i rma-
t i ve pr ogr ams ma de mandat or y f or al l l ocal reci pi ent s of Feder al
f undi ng.

Tha nk you, Ma d a m Chai r man.
[ The pr epar ed s t at ement of Mr . Hol mgr en, on behal f of t he Na-

t i onal Commi t t ee Agai ns t Di scr i mi nat i on i n Hous i ng, f ol l ows: ]



Te s t i mo n y o f Ed wa r d L. Ho l mg r e n
Ex e c u t i v e Di r e c t o r

Na t i o n a l Co mmi t t e e Ag a i n s t Di s c r i mi n a t i o n i n Ho u s i n g
Wa s h i n g t o n , D. C.

Be f o r e t h e

' Ho u s i n g a n d Co mmu n i t y De v e l o p me n t
S u b c o mmi t t e e o f t h e Ho u s e Co mmi t t e e

o n
Ba n k i n g , F i n a n c e a n d Ur b a n Af f a i r s

Ma r c h 7 , 1 9 7 7

I a m Ed wa r d L. Ho l mg r e n , Ex e c u t i v e Di r e c t o r o f t h e Na t i o n a l

Co mmi t t e e Ag a i n s t Di s c r i mi n a t i o n i n Ho u s i n g , a n o n - p r o f i t

v o l u n t a r y a s s o c i a t i o n h e a d q u a r t e r e d h e r e i n Wa s h i n g t o n . Ro b e r t

C. We a v e r s e r v e s NCDH a s P r e s i d e n t a n d Ha r o l d C. F l e mi n g a s

Bo a r d Ch a i r ma n .

I a m p l e a s e d t o a p p e a r h e r e a t t h e S u b c o mmi t t e e ' s i n v i t a t i o n

a n d t e s t i f y o n t h e e x p e r i e n c e s a n d o b s e r v a t i o n s o f NCDH i n i t s

e f f o r t s t o e x p a n d e q u a l o p p o r t u n i t y i n h o u s i n g t h r o u g h p r o g r a ms

a u t h o r i z e d u n d e r t h e Ho u s i n g a n d Co mmu n i t y De v e l o p me n t Ac t o f 1 9 7 4 .

Le t me b e g i n b y s a y i n g t h a t e q u a l o p p o r t u n i t y i n

h o u s i n g h a s n o t d o n e we l l u n d e r t h e Ho u s i n g a n d Co mmu n i t y

De v e l o p me n t Ac t o f 1 9 7 4 , a s a d mi n i s t e r e d b y HUD. Ho p e f u l l y ,

t h e n e w Ad mi n i s t r a t i o n wi l l r e v e r s e t h i s s i t u a t i o n a n d mo v e t o wa r d

t h e s t a t u t o r y g o a l s i d e n t i f i e d b y Co n g r e s s wh e n t h i s l e g i s l a t i o n wa s

e n a c t e d . We h a v e e v e r y r e a s o n t o b e l i e v e t h a t S e c r e t a r y P a t r i c i a

Ha r r i s i n t e n d s t o d o j u s t t h i s .

Ho we v e r , s h e wi l l b e n e f i t f r o m wh a t e v e r s u p p o r t t h e Co n g r e s s ,

a n d e s p e c i a l l y t h i s S u b c o mmi t t e e , c a n r e n d e r , f o r s h e f a c e s

a f o r mi d a b l e t a s k . No t o n l y h a s s h e i n h e r i t e d a De p a r t me n t
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c o n d i t i o n e d f o r t h e p a s t e i g h t y e a r s b y t h e p h i l o s o p h y o f

" b e n i g n n e g l e c t " , b u t s h e mu s t d e a l wi t h t h o u s a n d s o f l o c a l

g o v e r n me n t s t h a t h a v e b e e n e d u c a t e d b y HUD d u r i n g t h e p a s t t wo y e a r s

t o r e a d t h e 1 9 7 4 Ac t a s l i c e n s e t o t a k e t h e F e d e r a l g r a n t s i t

ma k e s a v a i l a b l e , wh i l e c o mp l y i n g o n l y ma r g i n a l l y o r s u b -

ma r g i n a l l y wi t h HUD' s e q u a l o p p o r t u n i t y r e g u l a t i o n s , wh i c h i n

t h e ms e l v e s c o n s t i t u t e a mi n i ma l i n t e r p r e t a t i o n o f s t a t u t o r y

r e q u i r e me n t s f o r e q u a l o p p o r t u n i t y .

Th o u g h mu c h c a n b e a c c o mp l i s h e d b y r e d r a f t i n g HUD' s

Re g u l a t i o n s f o r t h e 1 9 7 4 Ac t , t h e e n a c t me n t o f c l a r i f y i n g l a n g u a g e

i n t h e s t a t u t e wo u l d r e mo v e b e y o n d a s h a d o w o f a d o u b t t h e

c o mmi t me n t o f t h e Co n g r e s s t h a t t h i s l e g i s l a t i o n i s t o s e r v e

p r i ma r i l y t h e i n t e r e s t s o f t h e d i s a d v a n t a g e d - - wh e t h e r s o

s i t u a t e d b y r e a s o n o f i n c o me , r a c e o r s e x , o r a n y c o mb i n a t i o n o f

t h e s e c a u s e s . My t e s t i mo n y i s d i r e c t e d , t h e r e f o r e , t o b o t h o f

y o u r S u b c o mmi t t e e ' s r o l e s - - o v e r s i g h t a n d a me n d a t o r y .

Th e b u r d e n o f my t e s t i mo n y wi l l a l s o p o i n t t o t h e n e e d

o f Co n g r e s s i o n a l r e v i e w o f t h e b a s i c c o n c e p t s t h a t u n d e r l i e t h e

1 9 7 4 Ac t , p r i ma r i l y , r e v e n u e s h a r i n g , u n mo n i t o r e d l o c a l d i s c r e t i o n

i n u s e o f CD f u n d s , a n d a l mo s t s o l e r e l i a n c e f o r h o u s i n g s u p p l y u p o n

r e n t s u b s i d i e s t o h o u s i n g c o n s u me r s . Be c a u s e s u c h b a s i c r e s t r u c t u r i n g

o f t h e 1 9 7 4 Ac t mi g h t n o t b e f e a s i b l e f o r t i me l y e n a c t me n t i n t h i s

s e s s i o n o f Co n g r e s s , i t i s o u r r e c o mme n d a t i o n t h a t y o u r

S u b c o mmi t t e e t a k e q u i c k a c t i o n t o r e mo v e o b s t a c l e s t o t h e f u l l e s t

u t i l i z a t i o n o f t h e p r e s e n t Ac t , wh i l e i n i t i a t i n g a mo r e d e l i b e r a t e

s t u d y d e s i g n e d t o p r o b e a l t e r n a t e a p p r o a c h e s t o a c h i e v i n g F e d e r a l

o b j e c t i v e s i n h o u s i n g a n d c o mmu n i t y d e v e l o p me n t , e s p e c i a l l y i n
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p r o v i d i n g e q u a l o p p o r t u n i t y t o l i v e i n s a f e , s a n i t a r y a n d d e c e n t

h o u s i n g i n c o mmu n i t i e s a n d n e i g h b o r h o o d s f r e e l y c h o s e n b y

l o w a n d mo d e r a t e i n c o me h o me s e e k e r s wi t h o u t c o n s t r a i n t b y r e a s o n o f

r a c e .

Th e Na t i o n a l . Co mmi t t e e Ag a i n s t Di s c r i mi n a t i o n i n Ho u s i n g

( NCDH) h a s b e e n i n v o l v e d i n t h e p a s t t wo a n d a h a l f y e a r s i n

a n i n t e n s i v e e f f o r t t o s e c u r e t o t h e f u l l e s t e x t e n t t h e h o u s i n g

a n d c o mmu n i t y b e n e f i t s f o r l o w a n d mo d e r a t e i n c o me p e r s o n s , e s p e c i a l l y

t h o s e o f mi n o r i t y r a c e , e x p l i c i t l y a n d i mp l i c i t l y p r o v i d e d b y t h e

1 9 7 4 Ac t . NCDH h a s s o u g h t t h i s o b j e c t i v e b y l i t i g a t i n g i n

t h e F e d e r a l Co u r t s , b y a d mi n i s t r a t i v e c o mp l a i n t s t o HUD,

b y f o r ma l t r a i n i n g o f c i v i l r i g h t s mo n i t o r s , b y p u b l i c a t i o n o f

c i t i z e n g u i d e s a n d h a n d b o o k s , b y o r g a n i z a t i o n o f l o c a l c o a l i t i o n s

o f c i t i z e n o r g a n i z a t i o n s , a n d b y h o l d i n g r e g i o n a l c o n f e r e n c e s

o f p u b l i c o f f i c i a l s a n d c i v i l r i g h t s a d v o c a t e s f o r p u r p o s e s o f

i mp r o v e d l o c a l p e r f o r ma n c e i n c o mmu n i t y d e v e l o p me n t a n d

h o u s i n g a s s i s t a n c e p r og r a l a s . Ou r e x p e r i e n c e a n d t h e p o i n t o f v i e w t h e y

h a v e h e l p e d s h a p e c a n s e r v e t o i l l u s t r a t e t h e p r o b l e ms t h a t s u r f a c e d

i n t h e a d mi n i s t r a t i o n o f t h e 1 9 7 4 Ac t .

Th e c o n c e n t r a t i o n o f NCDH e f f o r t o n t h e o p p o r t u n i t i e s ,

a n d t h e a t t e n d a n t p r o b l e ms , g e n e r a t e d b y t h e Ho u s i n g a n d

Co mmu n i t y De v e l o p me n t Ac t o f 1 9 7 4 wa s a l o g i c a l e x t e n s i o n o f NCDH

p r o g r a ms o n b e h a l f o f f a i r h o u s i n g , b e g i n n i n g wi t h t h e f o u n d i n g

o f o u r o r g a n i z a t i o n i n 1 9 5 0 . Af t e r 1 8 y e a r s o f p r o g r a ms t o

c r e a t e a c l i ma t e o f p u b l i c o p i n i o n f a v o r a b l e t o f a i r h o u s i n g ,

ma i n l y t h r o u g h p u b l i c i n f o r ma t i o n a n d l e g a l a d v o c a c y , o u r e f f o r t s

we r e r e wa r d e d wi t h l a n d ma r k a d v a n c e s i n b o t h l e g i s l a t i o n a n d

l i t i g a t i o n , i n 1 9 6 8 , v i z , t h e p a s s a g e o f Ti t l e VI I I , t h e F e d e r a l
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F a i r Ho u s i n g Ac t , a n d : t he d e c i s i o n o f t h e U. S . S u p r e me Co u r t i n

J o n e s v . Ma y e r , u p h o l d i n g t h e e q u a l i t y o f r a c i a l mi n o r i t i e s i n

b u y i n g o r r e n t i n g p r o p e r t y a s g u a r a n t e e d b y t h e Ci v i l Ri g h t s

Ac t o f 1 8 6 6 .

F a i r h o u s i n g wa s n o w t h e l a w o f t h e l a n d , b e y o n d

a n y p e r a d v e n t u r e o r mi s u n d e r s t a n d i n g . NCDH, h o we v e r , h a d l e a r n e d

f r o m o t h e r i n s t a n c e s t h a t s e c u r i n g t h e l e g a l r i g h t o f a c c e s s t o h o u s i n g

wa s n o t q u i t e t h e s a me a s s e c u r i n g t h e h o u s i n g i t s e l f . We we r e ,

t h e r e f o r e , o v e r j o y e d b y t h e p a s s a g e i n t h a t s a me e v e n t f u l y e a r

o f t h e Ho u s i n g Ac t o f 1 9 6 8 , wi t h i t s t e n y e a r g o a l o f 2 6 mi l l i o n

u n i t s , 6 mi l l i o n f o r e c o n o mi c a l l y d i s a d v a n t a g e d h o u s e h o l d s , o r a n

a n n u a l a v e r a g e o f o v e r 2 1 / 2 mi l l i o n s t a r t s wi t h 6 0 0 , 0 0 0 o f t h e

u n i t s s u b s i d i z e d . Th e s e p r o j e c t i o n s a n d t h e v a r i e t y o f h o u s i n g

p r o g r a ms c o n t a i n e d i n t h e Ac t - - mo r t g a g e i n t e r e s t s u b s i d i e s , r e n t

s u p p l e me n t s , h o me o wn e r s h i p f o r t h e p o o r , p u b l i c h o u s i n g - -

g a v e p r o mi s e o f a s u p p l y o f h o u s i n g s u f f i c i e n t t o g i v e l o w a n d

mo d e r a t e i n c o me mi n o r i t y h o me s e e k e r s a mp l e o p p o r t u n i t y t o f i n d

d e c e n t h o u s i n g i n t h e c o mmu n i t y o f t h e i r c h o i c e u n d e r t h e p r o v i s i o n s

o f t h e F e d e r a l F a i r Ho u s i n g La w, i f a d e q u a t e l y e n f o r c e d . S i n c e 1 9 6 8 ,

NCDH h a s d e v o t e d i t s e l f l a r g e l y t o mo n i t o r i n g t h e F e d e r a l g o v e r n me n t ' s

c o mp l i a n c e wi t h Ti t l e VI I I , e s p e c i a l l y t h e o b l i g a t i o n i t i mp o s e d

u p o n t h e S e c r e t a r y o f HUD t o r e q u i r e t h a t a l l F e d e r a l e x e c u t i v e

d e p a r t me n t s a n d a g e n c i e s a d mi n i s t e r t h e i r p r o g r a ms a n d a c t i v i t i e s

r e l a t i n g t o h o u s i n g a n d u r b a n d e v e l o p me n t i n a ma n n e r a f f i r ma t i v e l y

t o f u r t h e r t h e f a i r h o u s i n g o b j e c t i v e s o f Ti t l e VI I I .

I f a p e r s o n ' s a c c e s s t o d e c e n t h o u s i n g wa s l i mi t e d b y

i n c o me t o h o u s i n g a s s i s t e d b y F e d e r a l p r o g r a ms , s u c h a p e r s o n ' s

c h o i c e o f c o mmu n i t y o r n e i g h b o r h o o d o f r e s i d e n c e wa s d e p e n d e n t o n

t h e d i s t r i b u t i o n o f a s s i s t e d h o u s i n g u n i t s t h r o u g h o u t me t r o p o l i t a n
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a r e a s , i n c o n t r a s t t o t h e t r a d i t i o n a l p r a c t i c e o f c o n c e n t r a t i n g

s u c h h o u s i n g i n t h e p o o r e s t s e c t i o n s o f c e n t r a l c i t i e s , a l mo s t

a l wa y s r a c i a l g h e t t o s . NCDH a n d o t h e r c i v i l r i g h t s a d v o c a t e s

a r g u e d t h a t h o u s i n g f o r l o w i n c o me p e r s o n s c o u l d n o t me e t t h e t e s t

o f f a i r h o u s i n g i f o n l y a v a i l a b l e i n r a c i a l l y s e g r e g a t e d a r e a s ,

a p o i n t o f v i e w s i n c e u p h e l d b y t h e U. S . S u p r e me Co u r t

i n t h e i r r e c e n t Ga u t r e a u x d e c i s i o n . Ou r e a r l y e f f o r t s t o e s t a b l i s h

t h a t Ti t l e VI a n d Ti t l e VI I I e n f o r c e me n t r e q u i r e d d i s t r i b u t i o n o f

a s s i s t e d h o u s i n g t h r o u g h o u t c i t i e s a n d me t r o p o l i t a n a r e a s r e c e i v e d

s u p p o r t f r o m t h e F e d e r a l Co u r t s i n S h a n n o n v . HUD ( 3 r d Ci r . 1 9 7 0 ) , wh i c h

c a u s e d HUD t o f o r mu l a t e Re g u l a t i o n s c o v e r i n g s i t e s e l e c t i o n f o r a s s i s t e d

h o u s i n g a n d a f f i r ma t i v e ma r k e t i n g o f a s s i s t e d h o u s i n g a s me a s u r e s t o

f a c i l i t a t e b r o a d f r e e d o m o f c h o i c e i n p l a c e t o l i v e .

Ou r c o n c e r n f o r e q u a l o p p o r t u n i t y f o r mi n o r i t i e s t o

l i v e i n a l o c a t i o n o f t h e i r c h o i c e wa s s h a r p e n e d b y o u r g r o wi n g

a wa r e n e s s t h a t a c c e s s t o h o u s i n g i n o u t l y i n g g r o wt h a r e a s , wh e r e

j o b s we r e i n c r e a s i n g a t a mu c h f a s t e r r a t e t h a n i n t h e i n n e r c i t y ,

wa s o f t e n a p r e r e q u i s i t e f o r mi n o r i t y p e r s o n s b e i n g a b l e t o t a k e

a d v a n t a g e o f i mp r o v e d e mp l o y me n t o p p o r t u n i t i e s . A ma j o r NCDH

s t u d y o f t h e j o b s a n d h o u s i n g l i n k a g e , f u n d e d b y Ca r n e g i e i n

1 9 6 9 - 7 2 , p r o v i d e d e x t e n s i v e d o c u me n t a t i o n o n wh e r e j o b s we r e

g r o wi n g a n d t h e h o u s i n g c o n s t r a i n t s i mp o s e d o n mi n o r i t i e s wi t h i n

t h e v i c i n i t y o f t h e s e a r e a s o f e mp l o y me n t g r o wt h . NCDH a l s o b e c a me

i n c r e a s i n g l y a wa r e o f t h e e x t e n t t o wh i c h t h e u n a v a i l a b i l i t y

o f h o u s i n g f o r mi n o r i t i e s , e s p e c i a l l y h o u s e h o l d s o f l o w o r

mo d e r a t e i n c o me , i n o u t l y i n g a r e a s i n f r i n g e d u p o n t h e i r

a b i l i t y t o s e n d t h e i r c h i l d r e n t o s c h o o l s t h a t we r e l e s s c r o wd e d ,
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b e t t e r e q u i p p e d a n d , u s u a l l y , o f f e r e d h i g h e r q u a l i t y e d u c a t i o n .

Ad d i t i o n a l l y , a b i l i t y ,t o c h o o s e l o c a t i o n o f h o u s i n g a f f e c t e d t h e

a v a i l a b i l i t y o f s u c h o t h e r p u b l i c g o o d s a s r e c r e a t i o n , o p e n

s p a c e , Cl e a n a i r a n d s a f e r s t r e e t s .

Ou r e f f o r t s t o o p e n t h e s u b u r b s a n d a l l n e i g h b o r h o o d s

o f c e n t r a l c i t i e s t o a s s i s t e d h o u s i n g s h o u l d n o t b e mi s i n t e r p r e t e d

a s a n u n c o n c e r n f o r t h e q u a l i t y o f l i f e i n t h e i n n e r c i t y .

NCDH i s c o mmi t t e d t o t h e r e v i t a l i z a t i o n o f o u r c i t i e s a n d t o

t h e r e n o v a t i o n o f i n n e r - c i t y n e i g h b o r h o o d s , wi t h a s p e c i a l

c o n c e r n f o r i mp r o v e d h o u s i n g a n d e n v i r o n me n t i n a r e a s

o f mi n o r i t y c o n c e n t r a t i o n . We q u i c k l y r e c o g n i z e d t h a t t h e r e n o v a t i o n

o f t h e i n n e r c i t y r e q u i r e d a c c e s s t o c r e d i t wi t h o u t d i s c r i mi n a t i o n

b a s e d o n t h e r a c e o f t h e a p p l i c a n t o r t h e l o c a t i o n o f t h e

p r o p e r t y . NCDH a c t i v i t i e s t o c o mb a t d i s c r i mi n a t i o n i n c r e d i t

c a u s e d i t t o f i l e t h e f i r s t c h a l l e n g e t o r e d l i n i n g h e a r d

i n a F e d e r a l Co u r t , * f o l l o we d b y s i mi l a r c a s e s . To g e t h e r wi t h

o t h e r c i v i l r i g h t s g r o u p s , NCDH s u e d t h e f o u r F e d e r a l f i s c a l

r e g u l a t o r y a g e n c i e s * * f o r f a i l u r e t o e n f o r c e Ti t l e VI I I r e q u i r e me n t s

i n t h e c r e d i t o p e r a t i o n s o f f i n a n c i a l i n s t i t u t i o n s wi t h i n t h e i r

r e g u l a t o r y j u r i s d i c t i o n s .

Be c a u s e o f o u r d e mo n s t r a t e d c o n c e r n s f o r t h e i mp r o v e me n t

o f o l d e r n e i g h b o r h o o d s , NCDH we l c o me s t h e r e c e n t l y s t a t e d c o mmi t me n t

o f HUD t o p l a c e g r e a t e r e mp h a s i s o n o l d n e i g h b o r h o o d s . Re g r e t t a b l y ,

t h e a l l o c a t i o n o f f u n d s u n d e r t h e s t a t u t o r y f o r mu l a o f t h e Ho u s i n g

* La u f ma n v . Oa k l e y Bu i l d i n g & Lo a n , e t a l , 4 0 4 F . S u p p . 7 9 1
( S . D. Oh i o 1 9 7 5 ) .

* * F e d e r a l Ho me Ba n k Bo a r d , F e d e r a l Re s e r v e Bo a r d , Co mp t r o l l e r o f
t h e Cu r r e n c y , a n d F e d e r a l De p o s i t I n s u r a n c e Co r p o r a t i o n .
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a n d Co mmu n i t y De v e l o p me n t Ac t o f 1 9 7 4 r e s u l t e d i n a s l i p p a g e o f

n e i g h b o r h o o d r e n o v a t i o n i n mo s t c e n t r a l c i t i e s b y r e d u c i n g t h e

a mo u n t o f F e d e r a l a s s i s t a n c e b e l o w t h a t r e c e i v e d u n d e r p r e v i o u s

c a t e g o r i c a l g r a n t p r o g r a ms . Th e Ad mi n i s t r a t i o n ' s p r o p o s e d $ 4 0 0 mi l l i o n

a p p r o p r i a t i o n f o r s u p p l e me n t a l f u n d i n g o f i n n o v a t i v e p r o g r a ms i n

c e r t a i n c e n t r a l c i t i e s i s a p r o mi s i n g r e me d i a l s t e p t o r e s t o r e t o c i t i e s

a g r e a t e r c a p a b i l i t y f o r r e n o v a t i o n .

NCDH, h o we v e r , wi s h e s t o i mp r e s s u p o n y o u r S u b c o mmi t t e e

t h a t e q u a l o p p o r t u n i t y i n h o u s i n g c a n n o t b e d i v i d e d i n t o a n

" o l d e r n e i g h b o r h o o d " s o l u t i o n a n d a n " o p e n t h e s u b u r b s " s o l u t i o n . We

a r e d e a l i n g wi t h a n i n t e g r a l p r o b l e m a n d we r e q u i r e a n i n t e g r a l

s o l u t i o n . Th e k e y i s f r e e d o m o f c h o i c e - - r e a l c h o i c e - - i n

p l a c e t o l i v e f o r t h o s e wh o r e q u i r e h o u s i n g a s s i s t a n c e . Th e

Un i t e d S t a t e s h a s mo v e d a l o n g wa y d o wn t h e r o a d t o wa r d wh a t t h e

Ke r n e r Co mmi s s i o n c a l l e d " t wo s o c i e t i e s - - s e p a r a t e a n d

u n e q u a l " . We h a v e c o n t i n u e d t o mo v e d o wn t h a t r o a d s i n c e

t h i s wa s e n u n c i a t e d b y t h e Co mmi s s i o n i n 1 9 6 8 . I t i s n o t e n o u g h

t o t e l l Ame r i c a n s o f mi n o r i t y r a c e t h a t we wi l l p r e s e r v e a n d

i mp r o v e t h e n e i g h b o r h o o d s wh e r e t h e y a r e n o w c o n c e n t r a t e d . Co n g r e s s

c e r t a i n l y i n t e n d e d mo r e t h a n t h a t wh e n i t d e c l a r e d " I t i s

t h e p o l i c y o f t h e Un i t e d S t a t e s t o p r o v i d e , wi t h i n c o n s t i t u t i o n a l

l i mi t a t i o n s , f o r f a i r h o u s i n g t h r o u g h o u t t h e Un i t e d S t a t e s . "

( Ti t l e VI I I o f t h e Ci v i l Ri g h t s Ac t o f 1 9 6 8 ) . Co n g r e s s d i d

n o t s a y " t h r o u g h o u t t h e o l d e r n e i g h b o r h o o d s o f t h e Un i t e d S t a t e s " ;

i t s a i d s i mp l y " t h r o u g h o u t t h e Un i t e d S t a t e s . "

J u s t a s c i t y a n d s u b u r b c a n n o t b e v i e we d wi t h i n s e p a r a t e

c o mp a r t me n t s wh e n d e s i g n i n g p r o g r a ms f o r e q u a l o p p o r t u n i t y i n h o u s i n g ,
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s o c a n n o t h o u s i n g b e c o mp a r t me n t a l i z e d wi t h o u t r e l a t i o n t o

e mp l o y me n t o p p o r t u n i t i e s , e d u c a t i o n a l o p p o r t u n i t i e s , r e c r e a t i o n ,

o p e n s p a c e a n d t r a n s p o r t a t i o n . Mi n o r i t y h o u s e h o l d s h a v e

a r i g h t t o ma k e t h e i r o wn t r a d e - o f f s o f t h e v a r i o u s o p t i o n s t h a t

c o mp o s e a c h o s e n l i f e - s t y l e . Th o s e t h a t c h o o s e t o l i v e i n t h e

i n n e r c i t y h a v e a r i g h t t o p u b l i c f a c i l i t i e s a n d s e r v i c e s t h a t

a r e a d e q u a t e t o me e t t h e h i g h s t a n d a r d s n e e d e d t o a s s u r e q u a l i t y

c o mmu n i t y l i f e . Ho we v e r , t h o s e mi n o r i t y h o u s e h o l d s wh i c h o p t f o r

h o u s i n g a wa y f r o m c o n c e n t r a t i o n s o f t h e i r r a c e mu s t b e p r o v i d e d wi t h

a mp l e c h o i c e s t h r o u g h o u t me t r o p o l i t a n a r e a s . Th e r e i s s u f f i c i e n t

l a n g u a g e i n t h e 1 9 7 4 Ac t t o b e l i e v e t h a t s u c h me t r o p o l i t a n c h o i c e s

a r e r e q u i r e d b y l a w. Ce r t a i n l y t h i s i s wh a t t h e S u p r e me Co u r t s a i d

i n Ga u t r e a u x .

Ou r Bo a r d o f Di r e c t o r s me e t i n g i n Oc t o b e r 1 9 7 4 c a l l e d

a t t e n t i o n t o a s t a t u t o r y c o mmi t me n t wh i c h we i d e n t i f i e d a s

" a n e w h i g h i n r e c o g n i t i o n o f a b a s i c s o c i a l i s s u e i n h o u s i n g " , v i z .

Th e r e d u c t i o n o f t h e i s o l a t i o n o f i n c o me
g r o u p s wi t h i n c o mmu n i t i e s a n d g e o g r a p h i c
a r e a s a n d t h e p r o mo t i o n o f a n i n c r e a s e i n
t h e d i v e r s i t y a n d v i t a l i t y o f n e i g h b o r h o o d s
t h r o u g h t h e s p a t i a l d e c o n c e n t r a t i o n o f
h o u s i n g o p p o r t u n i t i e s f o r p e r s o n s o f l o we r
i n c o me a n d t h e r e v i t a l i z a t i o n o f
d e t e r i o r a t i n g o r d e t e r i o r a t e d n e i g h b o r h o o d s
t o a t t r a c t p e r s o n s o f h i g h e r i n c o me .

Ha v i n g n o t e d t h e s e e n c o u r a g i n g o b j e c t i v e s o f t h e Ac t ,

t h e Bo a r d v o i c e d i t s a l a r m o v e r t h e p l a c e me n t o f d e c i s i o n ma k i n g

a u t h o r i t y o v e r c o mmu n i t y d e v e l o p me n t p r o g r a ms i n t h e h a n d s o f

l o c a l o f f i c i a l s wi t h mi n i ma l s t a t u t o r y r e s t r a i n t . P r i o r

e x p e r i e n c e wi t h HUD, e s p e c i a l l y s i n c e t h e b e g i n n i n g o f 1 9 7 3 , h a d

g i v e n NCDH l i t t l e c a u s e f o r c o n f i d e n c e i n HUD' s i n t e n t i o n s a n d / o r
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c o mp e t e n c e i n e n f o r c e me n t o f F e d e r a l c i v i l r i g h t s l a ws a f f e c t i n g

c o mmu n i t y d e v e l o p me n t o r h o u s i n g . Ou r Bo a r d ' s p r o p h e t i c o b s e r v a t i o n

t wo y e a r s a g o i s s t i l l v a l i d :

" Th e b a t t l e f o r a n i n c l u s i v e v e r s e s a
s e g r e g a t e d s o c i e t y i s e mb o d i e d i n t h e
i mp l e me n t a t i o n o f t h i s l e g i s l a t i o n ;
t h e r e f o r e HUD' s e n f o r c e me n t r o l e ,
e s p e c i a l l y i t s d e t e r mi n a t i o n o f wh a t
c o n s t i t u t e s l o c a l Ho u s i n g As s i s t a n c e P l a n s ,
r e p r e s e n t s a c r o s s r o a d s t h a t wi l l d e t e r mi n e
r a c i a l a n d e c o n o mi c p a t t e r n s o f r e s i d e n c e
f o r d e c a d e s t o c o me . "

Th e Bo a r d , e x p e c t i n g t h e wo r s t , o r d e r e d NCDH' s s t a f f t o mo n i t o r HUD' s

p r a c t i c e s " t o i n s u r e t h a t i t s r e g u l a t i o n s c o n f o r m t o t h e e q u a l

o p p o r t u n i t y a s p e c t s o f t h e l a w, a n d t h a t i t s p o we r t o a p p r o v e

o r d i s a p p r o v e b l o c k g r a n t s i s n o t a b u s e d . S u i t s t o c h a l l e n g e

HUD' s a d mi n i s t r a t i o n o f t h e n e w Ac t s h o u l d b e e x p l o r e d . "

Ex p e r i e n c e wi t h HUD i n a d mi n i s t r a t i o n o f t h e Ac t f u l l y

c o n f i r me d t h e Bo a r d ' s wo r s t f e a r s . I r e p e a t my o p e n i n g s t a t e me n t :

e q u a l o p p o r t u n i t y i n h o u s i n g h a s n o t d o n e we l l u n d e r t h e 1 9 7 4 Ac t

a s a d mi n i s t e r e d b y HUD. Th e r e h a s b e e n a s i n g u l a r a b s e n c e i n HUD' s

a d mi n i s t r a t i o n o f t h e Ac t o f a n y e v i d e n c e o f i n t e n t o r e f f o r t

t o a d mi n i s t e r i t s p r o g r a ms a n d a c t i v i t i e s r e l a t i n g t o h o u s i n g

a n d u r b a n d e v e l o p me n t i n a ma n n e r a f f i r ma t i v e l y t o f u r t h e r t h e

p u r p o s e s o f Ti t l e VI I I a s r e q u i r e d b y t h e l a n g u a g e o f t h a t s t a t u t e .

HUD i t s e l f h a s d o c u me n t e d t h e f a c t t h a t f a i l u r e t o

e n f o r c e e q u a l o p p o r t u n i t y r e g u l a t i o n s c o n s t i t u t e t h e s i n g l e h i g h e s t

n u mb e r o f d e f i c i e n c i e s r e c o r d e d b y HUD i n s e l f a u d i t s o f i t s b l o c k

g r a n t p r o g r a m f o r t h e 3 r d a n d 4 t h q u a r t e r o f 1 9 7 6 ( t h e o n l y t wo



1942

q u a r t e r s a u d i t e d t h u s f a r ) .

S i n c e HUD r e p o r t s t h a t t h e t o t a l n u mb e r o f d e f i c i e n c i e s i n

i t s e q u a l o p p o r t u n i t y e n f o r c e me n t wa s u p s h a r p l y i n t h e 4 t h

q u a r t e r , t h e r e i s l i t t l e b a s i s f o r h o p e i n g r a d u a l i mp r o v e me n t o f

p e r f o r ma n c e . Th o u g h HUD r e f e r s t o t h e 3 7 7 f i n d i n g s o f l o c a l

n o n - p e r f o r ma n c e o r n o n c o mp l i a n c e ( o u t o f a t o t a l o f 1 , 7 2 1 f i n d i n g s

r e p o r t e d i n t h e 4 t h q u a r t e r ) a s mo s t l y p r o c e d u r a l , wh i c h i t d e f i n e s

a s t h e a b s e n c e o f r e c o r d s o n e q u a l o p p o r t u n i t y a c t i o n s a n d t h e

l a c k o f r e q u i r e d a f f i r ma t i v e a c t i o n p l a n s , HUD c o n f i n e d i t s e l f

a l mo s t e n t i r e l y t o wa r n i n g s t o r e c i p i e n t s .

Th e s e f i n d i n g s o n Eq u a l Op p o r t u n i t y d e f i c i e n c i e s a r e c i t e d

a b o v e , b e c a u s e t h e r e i s s t i l l u n c l a r i t y o n t h e n a t u r e a n d e x t e n t

o f n o n c o mp l i a n c e wi t h e q u a l o p p o r t u n i t y p r o v i s i o n s i n t h e

1 9 7 4 Ac t a n d o t h e r F e d e r a l s t a t u t e s . Yo u r S u b c o mmi t t e e ' s c u r r e n t

( F e b . 1 9 7 7 ) s t a f f r e p o r t o n t h e Co mmu n i t y De v e l o p me n t Bl o c k Gr a n t

P r o g r a m, b a s e d o n f i e l d s u r v e y s , n o t e d i n i t s o n e p a g e d e v o t e d t o

e q u a l o p p o r t u n i t y t h a t i t wa s n o t a b l e t o u n c o v e r " s i g n i f i c a n t

p a t t e r n s o f d i s c r i mi n a t i o n . . . . " b e c a u s e , i t s u r mi s e d , t h e

Ac t g r a n t s l o c a l o f f i c i a l s " ma x i mu m f l e x i b i l i t y wi t h r e s p e c t

t o t h e t i mi n g a n d ma n n e r i n wh i c h t h e y c a r r y o u t c o mmu n i t y d e v e l o p me n t

a c t i v i t i e s , i t ma y b e mo r e d i f f i c u l t t o d e t e r mi n e wh e n , i n f a c t ,

a n y p a r t i c u l a r p r o g r a m a c t i o n i s d i s c r i mi n a t o r y . "

Yo u r s t a f f ' s f a i l u r e t o s p o t s i g n i f i c a n t d i s c r i mi n a t i o n

s t e ms , i n my o p i n i o n , f r o m t h e wi d e s p r e a d t e n d e n c y t o s e e e q u a l

o p p o r t u n i t y a s a s p e c i a l r e s t r a i n t , f u n c t i o n i n g me r e l y a s a t a b o o ,

r a t h e r t h a n a t e s t o f t h e e n t i r e t h r u s t a n d p u r p o s e o f t h e l o c a l

p r o g r a m. Eq u a l o p p o r t u n i t y c r i t e r i a r u n s t h r o u g h e v e r y a s p e c t
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o f a p r o g r a m; i t s h o u l d n o t b e v i e we d a s " S p e c i a l P r o g r a m Re q u i r e me n t s " .

Wh e n e q u a l o p p o r t u n i t y i s t e s t e d t h r o u g h o u t

s u b s t a n t i v e p r o g r a mmi n g , i n c l u d i n g l o c a t i o n o f c o mmu n i t y

d e v e l o p me n t f a c i l i t i e s a n d s e r v i c e s wi t h r e f e r e n c e t o r e s i d e n t i a l

c o n c e n t r a t i o n s o f mi n o r i t y r a c e a n d a l s o l o c a t i o n o f h o u s i n g u n i t s

b e n e f i t t i n g f r o m r e h a b i l i t a t i o n wi t h CD f u n d s wi t h r e f e r e n c e t o r a c i a l

r e s i d e n t i a l c o n c e n t r a t i o n s NCDH r e s e a r c h e r s f i n d e v i d e n c e o f

wi d e s p r e a d n o n c o mp l i a n c e . NCDH' s c o n c l u s i o n s r e g a r d i n g

v i o l a t i o n s i n e q u a l o p p o r t u n i t y r e q u i r e me n t s p e r t a i n i n g t o c o mmu n i t y

d e v e l o p me n t b l o c k g r a n t s a r e r e f l e c t e d i n g r e a t e r o r l e s s e r

d e g r e e i n t h e s t u d i e s a n d s u r v e y s o f o t h e r s , v i z . Th e P o t o ma c

I n s t i t u t e , Th e Mi c h i g a n Ad v i s o r y Co mmi t t e e t o t h e U. S . Co mmi s s i o n

o n Ci v i l Ri g h t s , t h e NAACP , t h e S o u t h e r n Re g i o n a l Co u n c i l , t h e

F e d e r a l Ge n e r a l Ac c o u n t i n g Of f i c e , t h e Na t i o n a l Ur b a n Le a g u e a n d

t h e Ho u s i n g Ta s k F o r c e o f t h e Le a d e r s h i p Co n f e r e n c e o n Ci v i l Ri g h t s .

( F o r a r e v i e w o f c r i t i c a l c o mme n t s o n HUD a d mi n i s t r a t i o n o f t h e

1 9 7 4 Ac t s e e HUD' s Ad mi n i s t r a t i o n o f t h e Bl o c k Gr a n t P r o g r a ms :

S o me Cr i t i c a l J u d g me n t s . Ad d r e s s b y Ed wa r d L. Ho l mg r e n t o

NCDH Re g i o n a l Co n f e r e n c e i n Mi n n e a p o l i s , S e p t e mb e r 2 3 , 1 9 7 6 . ,

NCDH I n f o S e r i e s , # 9 . )

Ex a mi n a t i o n o f a p p l i c a t i o n s a n d p e r f o r ma n c e r e p o r t s

wi t h c e n s u s a n d o t h e r d a t a i n h a n d o f t e n r e v e a l e q u a l o p p o r t u n i t y

v i o l a t i o n s u n d e r s u c h s u b j e c t s a s i d e n t i f i c a t i o n o f n e e d s f o r

c o mmu n i t y d e v e l o p me n t a s c o mp a r e d t o a v a i l a b l e d e mo g r a p h i c a n d

h o u s i n g d a t a f o r t h e a p p l i c a n t s ' j u r i s d i c t i o n ; c o n t r a s t b e t we e n

i d e n t i f i e d n e e d s a n d p r o p o s e d CD a c t i v i t i e s ; f a i l u r e t o p l a n

e l i g i b l e a c t i v i t i e s wi t h i n c o n t e x t o f l o c a l c o mp r e h e n s i v e p l a n o r
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wi t h i n me t r o p o l i t a n r e g i o n a l p l a n ; f a i l u r e t o a d e q u a t e l y ma i n t a i n

p r e v i o u s l o c a l CD e f f o r t s ; a b s e n c e o r mi s u s e o f c i t i z e n p a r t i c i p a t i o n

i n p r e p a r a t i o n a n d a p p r o v a l o f a p p l i c a t i o n ; HAP ' s i d e n t i f i c a t i o n

o f h o u s i n g n e e d ; f a i l u r e t o p l a n h o u s i n g i n c o n f o r ma n c e wi t h

i d e n t i f i e d n e e d ; p r o p o s a l o f h o u s i n g wi t h o u t me a s u r e s t o f a c i l i t a t e

i t s c o n s t r u c t i o n u n d e r z o n i n g , e n v i r o n me n t a l , s e we r a g e , b u i l d i n g c o d e

o r o t h e r l o c a l r e g u l a t o r y c o n s t r a i n t s ; s i t e s f o r p r o p o s e d h o u s i n g

i n c o n f l i c t wi t h HUD' s s i t e s e l e c t i o n r e g u l a t i o n s ; d i s c r i mi n a t o r y

r e l o c a t i o n p l a n s ; u n wa r r a n t e d f a i l u r e t o i mp l e me n t t h e HAP i n wh o l e

o r i n p a r t ; e t c .

Th e r e a r e ma n y l o c a l s i t u a t i o n s i n wh i c h n o n c o mp l i a n c e

i s s o s k i l l f u l l y b u r i e d t h a t e x a mi n a t i o n s o f a p p l i c a t i o n s a n d

p e r f o r ma n c e r e p o r t s f a i l t o r e v e a l t h e m. Th i s p o i n t s t o t h e

n e e d f o r o n - s i t e a u d i t i n g b y HUD, e s p e c i a l l y i n t h o s e c o mmu n i t i e s

wh e r e b l o c k g r a n t a c t i v i t i e s h a v e s t i mu l a t e d c i t i z e n p r o t e s t s .

S p o k e s p e r s o n s o f l o c a l mi n o r i t y c o mmu n i t i e s a r e u s u a l l y t h e b e s t

s o u r c e o f i n f o r ma t i o n o n wh e r e t o l o o k f o r n o n c o mp l i a n c e i n

e q u a l o p p o r t u n i t y . Al l o f t h e c a s e s h a n d l e d b y o u r l e g a l s t a f f ,

wh e t h e r b y f i l i n g o f a d mi n i s t r a t i v e c o mp l a i n t s wi t h t h e S e c r e t a r y o f

HUD o r s u i t i n F e d e r a l c o u r t s , o r i g i n a t e wi t h l o c a l c i t i z e n

c o mp l a i n t s .

A r a t h e r t y p i c a l s i t u a t i o n i s i l l u s t r a t e d b y t h e r e c e n t l y

s e t t l e d c l a s s a c t i o n s u i t a g a i n s t HUD a n d t h e Ci t y o f Da v e n p o r t

f i l e d b y NCDH o n b e h a l f o f a l o c a l c i t i z e n s g r o u p , a s u i t k n o wn t o o u r

a t t o r n e y s a s t h e " t e n n i s c o u r t c a s e " . I t wa s s o n a me d

b e c a u s e Da v e n p o r t ' s o r i g i n a l a p p l i c a t i o n s o u g h t t o c o n s t r u c t
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t e n n i s c o u r t s a s a n " u r g e n t n e e d " ; t h e Na t i o n a l La wn Te n n i s

As s o c i a t i o n h a d f o u n d t h e c i t y d e f i c i e n t i n t e n n i s c o u r t s o n a p e r

c a p i t a b a s i s . Th e p l a i n t i f f s c h a r g e d HUD wi t h i l l e g a l l y a wa r d i n g

b l o c k g r a n t s t o Da v e n p o r t o n t h e b a s i s o f a n a p p l i c a t i o n t h a t

f a i l s t o g i v e ma x i mu m f e a s i b l e p r i o r i t y
t o a c t i v i t i e s wh i c h b e n e f i t l o w a n d mo d e r a t e
i n c o me f a mi l i e s a n d a i d i n t h e p r e v e n t i o n o r
e l i mi n a t i o n o f s l u ms a n d b l i g h t , f a i l s t o
i n c l u d e a Ho u s i n g As s i s t a n c e P l a n wh i c h s e t s
g o a l s f o r t h e s i z e s a n d t y p e s o f h o u s i n g p r o j e c t s
a n d a s s i s t a n c e n e e d e d b y l o w i n c o me r e n t e r
f a mi l i e s a n d mi n o r i t y f a mi l i e s i n t h e Ci t y o f
Da v e n p o r t , e x c l u d e s mi n o r i t i e s f r o m p a r t i c i p a t i n g
i n b e n e f i t s u n d e r t h e b l o c k g r a n t p r o g r a m, f a i l s
t o p r o v i d e f o r a f f i r ma t i v e a c t i o n t o o v e r c o me
t h e e f f e c t s o f r a c i a l l y d i s c r i mi n a t o r y p a t t e r n s
a n d p r a c t i c e s i n t h e Ci t y o f Da v e n p o r t , f a i l s
t o p r o v i d e f o r a d e q u a t e c i t i z e n p a r t i c i p a t i o n i n
t h e d e v e l o p me n t o f t h e b l o c k g r a n t a p p l i c a t i o n ,
a n d s u b s t a n t i a l l y r e d u c e s t h e a mo u n t o f l o c a l
f i n a n c i a l s u p p o r t f o r c o mmu n i t y d e v e l o p me n t
a c t i v i t i e s b e l o w t h e l e v e l o f l o c a l s u p p o r t
p l a n n e d p r i o r t o t h e a v a i l a b i l i t y o f b l o c k
g r a n t f u n d s . ( Ce n t r a l a n d We s t e r n Ne i g h b o r h o o d
De v e l o p me n t Co r p o r a t i o n , e t a l . , v . Ca r l a Hi l l s ,
e t a l . Ci v i l Ac t i o n No . 7 6 - 6 7 - D ( S . D. I o wa , 1 9 7 7 )

Th e c o u r t ' s c o n s e n t o r d e r wa s b a s e d o n t h e Ci t y o f

Da v e n p o r t ' s a g r e e me n t t o r e v i s e i t s a p p l i c a t i o n a n d c o n d u c t

c o mmu n i t y d e v e l o p me n t i n a ma n n e r s u f f i c i e n t l y i n c o mp l i a n c e wi t h

Re g u l a t i o n s t o s a t i s f y t h e p l a i n t i f f s ' c h a r g e s . Ot h e r wi s e

d e n y i n g t h e ma t e r i a l a l l e g a t i o n s s e t f o r t h i n t h e Co mp l a i n t ,

t h e Ci t y ma d e t wo a d mi s s i o n s t h a t a r e s i g n i f i c a n t f o r a n u n d e r s t a n d i n g

o f h o w v i o l a t i o n s o f e q u a l o p p o r t u n i t y t a k e p l a c e i n l o c a l

p r o g r a mmi n g o f b l o c k g r a n t s , e v e n i n c i t i e s n o t n o t o r i o u s f o r

b a d r a c e r e l a t i o n s . Th e f i r s t a d mi s s i o n wa s t h a t HUD a p p r o v e d

t h e Ci t y ' s s e c o n d y e a r p l a n wi t h o u t r e q u i r i n g t h e Ci t y t o

t a k e a d d i t i o n a l s t e p s t o me e t t h e h o u s i n g a s s i s t a n c e n e e d s

o f l o we r i n c o me f a mi l i e s . Th e s e c o n d a d mi s s i o n wa s t h a t t h e

Ci t y h a d e x c l u d e d c e n s u s t r a c t 1 0 7 , c o n t a i n i n g t h e Ci t y ' s
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h i g h e s t p e r c e n t a g e o f mi n o r i t y r e s i d e n t s , f r o m b e n e f i t s

u n d e r t h e b l o c k g r a n t p r o g r a m.

De s p i t e c o mp l a i n t s b y l o c a l g r o u p s t o Ci t y Ha l l a n d t h e

HUD a r e a o f f i c e , b e g i n n i n g wi t h t h e p r o c e s s i n g o f Da v e n p o r t ' s

f i r s t y e a r a p p l i c a t i o n , n o t h i n g wa s d o n e b y HUD t o c o r r e c t t h e s e

v i o l a t i o n s u n t i l a c t i o n wa s t a k e n i n F e d e r a l Co u r t . Re p e a t e d

e x p e r i e n c e s o f t h i s k i n d c a u s e u s t o b e l i e v e t h a t Da v e n p o r t

i s n o t u n i q u e i n i t s n o n c o mp l i a n c e wi t h l a wf u l e q u a l o p p o r t u n i t y

r e q u i r e me n t s , b u t mo r e l i k e l y t o b e t y p i c a l o f c o mmu n i t i e s .

Re q u i r i n g Da v e n p o r t t o c o mp l y wi t h t h e l a w h a s n o t c a u s e d i t

t o d r o p t h e b l o c k g r a n t p r o g r a m. I t h a s a g r e e d t o a n e w,

i ma g i n a t i v e p r o g r a m o f c o mmu n i t y d e v e l o p me n t b a s e d o n a f f i r ma t i v e

a c t i o n t o i mp r o v e t h e q u a l i t y o f l i f e f o r i t s l o w a n d mo d e r a t e

i n c o me r e s i d e n t s wi t h s p e c i f i c p r o v i s i o n s f o r t h o s e i n

c e n s u s t r a c t 1 0 7 .

I t s h o u l d o b v i o u s l y n o t b e n e c e s s a r y f o r t h e i n t e n d e d

b e n e f i c i a r i e s o f F e d e r a l l e g i s l a t i o n t o s e c u r e t h o s e b e n e f i t s

t h r o u g h b u r d e n s o me a n d c o s t l y l i t i g a t i o n , a f t e r s u c h c o u r t c a s e s

a s Ha r t f o r d , Ga u t r e a u x a n d Da v e n p o r t . Ye t o n l y l a s t we e k ,

NCDH a t t o r n e y s f i l e d a n o t h e r s u i t a g a i n s t HUD t o s e c u r e

c o mp l i a n c e wi t h t h e e q u a l o p p o r t u n i t y p r o v i s i o n s o f t h e

1 9 7 4 Ac t , t h i s t i me i n t h e De t r o i t , Mi c h a r e a . Th e p l a i n t i f f s

a r e t h e Co a l i t i o n f o r Bl o c k Gr a n t Co mp l i a n c e , NAACP ' s De t r o i t

b r a n c h , Mi c h i g a n Co mmi t t e e o n La w a n d Ho u s i n g a n d a n u mb e r

o f i n d i v i d u a l s a f f e c t e d b y t h e f a i l u r e o f Li v o n i a , a s u b u r b o f

De t r o i t , t o u s e i t s b l o c k g r a n t o f $ 5 9 0 , 0 0 0 i n a l a wf u l

ma n n e r , s p e c i f i c a l l y i t s f a i l u r e t o p l a n f o r n e w a s s i s t e d

h o u s i n g i n a c o mmu n i t y wi t h f e w v a c a n c i e s . Th e s u i t wa s
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f i l e d a f t e r a l l o t h e r e f f o r t s o v e r a p e r i o d o f t wo y e a r s h a d

f a i l e d . Wh e n b o t h HUD' s Ar e a a n d Re g i o n a l Of f i c e s r e f u s e d

t o a p p r o v e Li v o n i a ' s o b v i o u s l y d e f i c i e n t s e c o n d y e a r a p p l i c a t i o n ,

i t wa s a p p r o v e d i n Wa s h i n g t o n b y t h e t h e n As s i s t a n t S e c r e t a r y

f o r Co mmu n i t y P l a n n i n g a n d De v e l o p me n t , Da v i d 0 . Me e k e r , J r .

Wh a t a r e t h e n e c e s s a r y r e me d i e s t o ma k e t h e 1 9 7 4

Ac t s e r v e Co n g r e s s i o n a l i n t e n t , s p e c i f i c a l l y , a n d F e d e r a l

u r b a n a n d e q u a l o p p o r t u n i t y p o l i c i e s , g e n e r a l l y ?

I t i s o b v i o u s t h a t t h e mi s c a r r i a g e o f Co n g r e s s i o n a l

i n t e n t i n t h e a d mi n i s t r a t i o n o f t h e 1 9 7 4 Ac t i s l e s s d u e t o mi s r e a d i n g

o f a mb i g u o u s l a n g u a g e t h a n t o wi l l f u l mi s i n t e r p r e t a t i o n b y a n

e x e c u t i v e d e p a r t me n t b e n t u p o n p u r s u i n g i t s o wn o b j e c t i v e s a s t h e s e

we r e s h a p e d b y i t s o wn p h i l o s o p h y . I h a v e r e a d wi t h s a t i s f a c t i o n

t h e t e s t i mo n y o f S e c r e t a r y Ha r r i s b e f o r e y o u r S u b c o mmi t t e e i n

r e c e n t d a y s , e s p e c i a l l y h e r c o mmi t me n t o f HUD t o a p o l i c y o f

d i r e c t i n g c o mmu n i t i e s t o g i v e l o w a n d mo d e r a t e i n c o me c i t i z e n s t h e

" h i g h e s t p r i o r i t y " i n b l o c k g r a n t p r o g r a mmi n g , h e r e x p e c t a t i o n t h a t

c o mmu n i t i e s wi l l " a c c e p t a f a i r s h a r e o f l o w a n d mo d e r a t e i n c o me

h o u s i n g a n d v i g o r o u s l y p r o mo t e f a i r h o u s i n g " , h e r u s e o f s o l u t i o n s

d e s i g n e d s p e c i f i c a l l y f o r mi n o r i t i e s a s a c r i t e r i a i n j u d g i n g

t h e p e r f o r ma n c e o f c i t i e s u n d e r t h e " Ac t i o n Gr a n t " p r o g r a m, a n d

h e r g o a l o f p a r t n e r s h i p b e t we e n HUD a n d l o c a l c o mmu n i t i e s " a i me d

a t a t t a i n i n g s t a b l e c o mmu n i t i e s t h a t a r e r a c i a l l y a n d e c o n o mi c a l l y

i n t e g r a t e d . "

We h a v e e v e r y r e a s o n t o b e l i e v e t h a t t h e S e c r e t a r y wi l l

ma k e i t c l e a r a t HUD t h a t s h e wa n t s h e r s u b o r d i n a t e s t o s t o p p l a y i n g

g a me s wi t h t h e b l o c k g r a n t p r o g r a m a n d t h a t t h i s wi l l b e

r e f l e c t e d i n r e wr i t i n g t h e c r i t i c a l p a r t s o f HUD' s r e g u l a t i o n s .
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A n u mb e r o f wi t n e s s e s wh o a p p e a r e d b e f o r e y o u r S u b c o mmi t t e e l a s t

we e k , p e r s o n s f o r wh o s e k n o wl e d g e o f t h e s u b j e c t ma t t e r a n d

c o mmi t me n t t o e q u a l o p p o r t u n i t y we h a v e t h e h i g h e s t r e g a r d , a r g u e d

t h a t s u c h c h a n g e s i n t h e r e g u l a t i o n s wo u l d s u f f i c e t o r e me d y t h e

mi s c a r r i a g e s n o w o c c u r r i n g .

We r e s p e c t f u l l y d i f f e r wi t h t h i s a d v i c e . A s t a t u t e e x p r e s s e s

t h e wi l l o f Co n g r e s s - - i t i s t h e l a w. Re g u l a t i o n s h a v e t h e

f u n c t i o n o f p r o v i d i n g a n a d mi n i s t r a t i v e f r a me wo r k a n d p r o c e d u r e s

f o r c a r r y i n g o u t t h e l a w a n d mu s t b e a r e a s o n a b l e i n t e r p r e t a t i o n

o f s t a t u t o r y l a n g u a g e . I f t h e s t a t u t e i s u n c l e a r o r a mb i v e l e n t ,

r e g u l a t o r y i n t e r p r e t a t i o n s a r e a l wa y s s u b j e c t t o c h a l l e n g e i n t h e

c o u r t s . NCDH a p p r o v e s t h e r e g u l a t o r y c h a n g e s r e c o mme n d e d b y t h e

Wo r k i n g Gr o u p f o r Co mmu n i t y De v e l o p me n t Re f o r m ( An d r e w H. Mo t t ,

Ma r y E . Br o o k s , He r b e r t M. F r a n k l i n e t a l ) b u t s t r o n g l y u r g e s

y o u r S u b c o mmi t t e e t o d r a f t c l a r i f y i n g a n d s u p p o r t i v e l a n g u a g e

wh e r e i n d i c a t e d a s a me n d me n t s t o t h e 1 9 7 4 Ac t .

We wi s h t o u r g e a me n d a t o r y c l a r i f i c a t i o n s e s p e c i a l l y wi t h

r e g a r d t o a f f i r ma t i v e p r o g r a mmi n g f o r r a c i a l mi n o r i t i e s b y l o c a l

r e c i p i e n t s o f c o mmu n i t y d e v e l o p me n t g r a n t s a n d a s s i s t e d h o u s i n g .

Th e 1 9 7 4 Ac t i d e n t i f i e s a s o n e o f t h e c r i t i c a l u r b a n p r o b l e ms t o b e

a d d r e s s e d b y t h e Ac t t h e c o n c e n t r a t i o n o f p e r s o n s o f l o we r i n c o me

i n c e n t r a l c i t i e s " . Th e Ac t n a me s a s a " s p e c i f i c o b j e c t i v e " t h e

" s p a t i a l d e c o n c e n t r a t i o n o f h o u s i n g o p p o r t u n i t i e s f o r p e r s o n s o f

l o we r i n c o me . . . . " Th e Ac t r e q u i r e s t h a t c o mmu n i t y d e v e l o p me n t

p l a n s , i n c l u d i n g t h e Ho u s i n g As s i s t a n c e P l a n , b e d e v e l o p e d " i n

a c c o r d a n c e wi t h a r e a - wi d e d e v e l o p me n t p l a n n i n g . . . . " Th e Ac t

r e q u i r e s t h a t HAP s ma k e p r o v i s i o n s f o r p e r s o n s " e x p e c t e d t o

r e s i d e i n t h e c o mmu n i t y . . . . " Th e Ac t p r o v i d e s t h a t r e c i p i e n t s
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o f 7 0 1 P l a n n i n g As s i s t a n c e i n c l u d e a " h o u s i n g e l e me n t " i n t h e i r

p l a n s , wh i c h , a f t e r Au g u s t 1 9 7 7 , s h a l l b e , f o r a l l i n t e n t s a n d

p u r p o s e s , a me t r o p o l i t a n h o u s i n g a l l o c a t i o n p l a n .

Be g i n n i n g s o me t i me i n t h e S p r i n g o f 1 9 7 5 , u n d e r t h e

d u a l s p u r o f t h e Ha r t f o r d a n d Ga u t r e a u x c a s e s , HUD b e g a n i n c h i n g

t o wa r d t h e i mp l e me n t a t i o n o f t h e s e c l e a r s t a t u t o r y d i r e c t i v e s .

We a n t i c i p a t e a c c e l e r a t e d p r o g r e s s u n d e r t h e n e w Ad mi n i s t r a t i o n .

Ho we v e r , o u r e x p e r i e n c e wi t h l o c a l p r o g r a mmi n g u n d e r t h i s Ac t a n d

u n d e r p r e v i o u s F e d e r a l p r o g r a ms c a u s e s u s t o f o r e s e e wi d e s p r e a d

c o mp l i a n c e wi t h t h e s e " d e c o n c e n t r a t i o n " a n d " me t r o p o l i t a n r e g i o n a l

h o u s i n g a l l o c a t i o n " d i r e c t i v e s wi t h o u t i n c l u d i n g p e r s o n s o f mi n o r i t y

r a c e - - o r , a t mo s t f e w s u c h p e r s o n s - - a mo n g t h o s e e n a b l e d t o

" d e c o n c e n t r a t e " t h e ms e l v e s a n d t a k e a d v a n t a g e o f h o u s i n g o p p o r t u n i t i e s

i n c o mmu n i t i e s p r e v i o u s l y wi t h o u t a s s i s t e d h o u s i n g .

Th e Ac t s p e a k s o f p e r s o n s b y i n c o me d e s i g n a t i o n , a n d r e q u i r e s

a f f i r ma t i v e p r o g r a mmi n g f o r t h e i r b e n e f i t . Th e Ac t a l wa y s i d e n t i f i e s

a n d r e q u i r e s a f f i r ma t i v e p r o g r a mmi n g f o r l a r g e f a mi l i e s , f o r t h e

e l d e r l y , f o r t h e h a n d i c a p p e d , f o r t h e d i s p l a c e d o r t o b e d i s p l a c e d ,

a n d f o r p e r s o n s e x p e c t e d t o r e s i d e i n t h e c o mmu n i t y . Ho we v e r , t h e

Ac t d o e s n o t s p e c i f i c a l l y n a me p e r s o n s o f mi n o r i t y r a c e a s

b e n e f i c i a r i e s f o r wh o m r e c i p i e n t s a r e t o p r o g r a m a f f i r ma t i v e l y .

I t i s o b v i o u s t h a t r a c i a l mi n o r i t i e s f o r m a ma j o r

p r o p o r t i o n o f t h o s e i d e n t i f i e d b y t h e Ac t a s t h e " c o n c e n t r a t i o n

o f p e r s o n s o f l o we r i n c o me i n c e n t r a l c i t i e s " . Th e b l a c k s '

p e r c e n t a g e o f p o p u l a t i o n i n c e n t r a l c i t i e s i n c r e a s e d f r o m 1 6 . 4 %

i n 1 9 6 0 t o 2 0 . 5 % i n 1 9 7 0 . I n c i t i e s o f o n e mi l l i o n o r mo r e , t h e

b l a c k ' s p e r c e n t a g e i n 1 9 7 0 wa s 2 5 . 2 %. S o me 2 6 c i t i e s e a c h c o n t a i n
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o v e r 1 0 0 , 0 0 0 b l a c k p e r s o n s , r e p r e s e n t i n g 4 3 % o f a l l b l a c k s i n t h e

Un i t e d S t a t e s . Wh i l e i t i s o b v i o u s t h a t r a c i a l mi n o r i t i e s c o mp o s e

mo s t o f t h e l o we r i n c o me c o n c e n t r a t i o n i n c e n t r a l c i t i e s , i t i s

n o t a t a l l o b v i o u s t h a t t h e d e c o n c e n t r a t i o n o f h o u s i n g o p p o r t u n i t i e s

wi l l b e n e f i t mi n o r i t i e s - - c e r t a i n l y n o t i n p r o p o r t i o n t o t h e i r

n u mb e r s a mo n g t h e i n t e n d e d b e n e f i c i a r i e s .

We p r o p o s e , t h e r e f o r e , t h a t t h e wo r d s " r a c i a l mi n o r i t i e s "

b e a d d e d t o S e c . 1 0 4 ( a ) ( 4 ) ( A) ( wh i c h s p e c i f i e s wh i c h g r o u p s

a r e t o b e p l a n n e d f o r i n a HAP ) f o l l o wi n g t h e wo r d s " i n c l u d i n g

e l d e r l y a n d h a n d i c a p p e d p e r s o n s " .

S u c h a n a me n d me n t wo u l d r e q u i r e t h e d e s i g n o f a HAP

t o i n c l u d e a f f i r ma t i v e p r o g r a mmi n g o f h o u s i n g f o r r a c i a l

mi n o r i t i e s i n p r o p o r t i o n t o o b j e c t i v e i n d i c e s b a s e d o n t h e d e mo g r a p h i c

p r o f i l e o f t h e c o mmu n i t y a n d t h e me t r o p o l i t a n a r e a o f wh i c h i t i s a

p a r t . Th e p r e s e n t HAP r e g u l a t i o n s r e q u i r e t h a t t h e d e t e r mi n a t i o n

o f h o u s i n g " n e e d " b e b a s e d o n i d e n t i f i a b l e g r o u p s i n c l u d i n g mi n o r i t i e s .

I t d o e s n o t , h o we v e r , r e q u i r e i d e n t i f i c a t i o n o f mi n o r i t i e s f o r t h e

h o u s i n g p l a n i t s e l f .

I t i s s t r a n g e t h a t t h i s h a s n o t b e e n d o n e . We

r e q u i r e n o l e s s t h a n t h i s o f p r i v a t e i n d u s t r y t h a t b u i l d s

h o u s i n g wi t h f e d e r a l a s s i s t a n c e ( i n c l u d i n g mo r t g a g e i n s u r a n c e ) .

Th i s r e q u i r e me n t i s t h e p r e v i o u s l y me n t i o n e d Af f i r ma t i v e F a i r

Ho u s i n g Ma r k e t i n g P l a n . Ea c h p r i v a t e o r c o r p o r a t e a p p l i c a n t f o r

h o u s i n g a s s i s t a n c e u n d e r p r o g r a ms a d mi n i s t e r e d b y HUD i s r e q u i r e d

t o c a r r y o u t a n a f f i r ma t i v e ma r k e t i n g p r o g r a m t o a t t r a c t b u y e r s o r

t e n a n t s o f a l l mi n o r i t y a n d n o n - mi n o r i t y g r o u p s t o t h e h o u s i n g . Th e

p u r p o s e o f t h i s p r o g r a m i s t o a s s u r e t h a t a n y g r o u p ( s ) o f p e r s o n s
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n o r ma l l y n o t l i k e l y t o a p p l y f o r t h e h o u s i n g wi t h o u t s p e c i a l

o u t r e a c h e f f o r t s ( b e c a u s e o f e x i s t i n g n e i g h b o r h o o d r a c i a l o r

e t h n i c p a t t e r n s , p r i c e , a n d / o r o t h e r f a c t o r s ) k n o w a b o u t t h e

h o u s i n g , f e e l we l c o me : t o a p p l y a n d h a v e t h e o p p o r t u n i t y t o b u y

o r r e n t . Th e p l a n mu s t s e t o c c u p a n c y g o a l s b y r a c i a l / e t h n i c

g r o u p f o r t h e a c h i e v e me n t o f wh i c h t h e p l a n i s d e s i g n e d . P e r i o d i c

r e p o r t s o n o c c u p a n c y b y r a c e a n d e t h n i c i t y a r e r e q u i r e d t o b e s u b mi t t e d

t o HUD Ar e a Of f i c e s t o p e r mi t mo n i t o r i n g o f p r o g r e s s . Fa i l u r e t o c a r r y

o u t t h e Af f i r ma t i v e Ma r k e t i n g P l a n c a n b e c a u s e f o r HUD r e f u s a l

t o g r a n t a s s i s t a n c e i n r e s p o n s e t o a p p l i c a t i o n s f o r a d d i t i o n a l

a s s i s t e d a n d / o r i n s u r e d p r o j e c t s .

Th e a u t h o r i t y f o r Af f i r ma t i v e Ma r k e t i n g Re g u l a t i o n s s t e ms f r o m

Ti t l e s VI a n d VI I I a s i n t e r p r e t e d b y t h e Fe d e r a l Co u r t s i n

Sh a n n o n v . HUD, ( Ci t e d o n p a g e 5 ) . I s p r i v a t e e n t e r p r i s e t o b e

s u b j e c t t o t h i s f a i r h o u s i n g r e q u i r e me n t , wh i l e p u b l i c a g e n c i e s a n d

l o c a l g o v e r n me n t s a r e t o b e i mmu n e ? Th i s h a r d l y s e e ms r e a s o n a b l e

- - o r e v e n r a t i o n a l .

Th e p r o p o s e d a me n d me n t wo u l d r e q u i r e t h a t HAPs i n c l u d e a n

a f f i r ma t i v e p l a n f o r a n a n t i c i p a t e d n u mb e r o f mi n o r i t y p e r s o n s , a l o n g

wi t h p r o p o s a l s f o r t h e e l d e r l y , l a r g e f a mi l i e s , e t c . I t s h o u l d

b e n o t e d t h a t t h e h i g h l y s u c c e s s f u l Da y t o n a r e a h o u s i n g a l l o c a t i o n

p l a n , wh i c h p l a c e d t h o u s a n d s o f u n i t s o f s u b s i d i z e d h o u s i n g i n t h e

s u b u r b s b e t we e n 1 9 7 0 a n d 1 9 7 4 , r e s u l t e d i n a n e x c e e d i n g l y l o w

p e r c e n t a g e o f mi n o r i t y o c c u p a n t s . Th i s i s n o w b e i n g r e me d i e d b y a n

a r e a - wi d e a f f i r ma t i v e ma r k e t i n g p l a n .

Th e n a me o f t h e g a me , o f c o u r s e , i s a s u f f i c i e n t a n n u a l

v o l u me o f a d d i t i o n a l h o u s i n g u n i t s wi t h i n t h e me a n s o f l o w
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a n d mo d e r a t e i n c o me p e r s o n s - - b o t h n e w a n d e x i s t i n g , b o t h r e n t a l

a n d s a l e .

NCDH' s Bo a r d i n i t s Oc t o b e r 1 9 7 4 s t a t e me n t o n t h e n e w Ac t ,

p r e v i o u s l y q u o t e d , t o o k a d i m v i e w o f t h e Ac t ' s p r o v i s i o n s

f o r h o u s i n g v o l u me wi t h i n t h e me a n s o f t h e n e e d y :

F a i r h o u s i n g a d v o c a t e s mu s t n o w r e l y a l mo s t e n t i r e l y
u p o n a s i n g l e f o r m o f h o u s i n g s u b s i d y , e s s e n t i a l l y
a h o u s i n g a l l o wa n c e a s p r o v i d e d f o r i n S e c t i o n
8 o f t h e 1 9 7 4 a c t . I t i s u n c e r t a i n wh e t h e r t h i s
n e w a n d u n t r i e d a p p r o a c h wi l l p r o d u c e v o l u me
c o n s t r u c t i o n o r n o t . F o r t h i s r e a s o n i t
s e e ms t h e Ad mi n i s t r a t i o n i s i n d u l g i n g i n
r h e t o r i c wh e n i t q u o t e s p r o d u c t i o n g o a l s o f
3 0 0 , 0 0 0 t o 4 0 0 , 0 0 0 u n i t s f o r t h e 1 9 7 5 f i s c a l
y e a r . Th e f i n a l v e r s i o n o f S e c t i o n 8 d e p e n d s ,
a s d i d S e c t i o n s 2 3 5 a n d 2 3 6 , p r i ma r i l y u p o n
p r i v a t e d e v e l o p e r s , a n d wi l l s u f f e r a n y r e a l
o r a s s u me d i n h e r e n t l i mi t a t i o n s t h a t s u c h
d e p e n d e n c e ma y h a v e .

Du r i n g t h e t wo - a n d - a - h a l f y e a r s s i n c e t h e a b o v e wa s

wr i t t e n , e x p e r i e n c e wi t h S e c t i o n 8 h a s f u l l y c o n f i r me d t h e

j u d g me n t o f o u r Bo a r d , s h a r e d a t t h a t t i me b y t h e Na t i o n a l

As s o c i a t i o n o f Ho me Bu i l d e r s , t h e Na t i o n a l As s o c i a t i o n o f Ho u s i n g

a n d Re d e v e l o p me n t Of f i c i a l s a n d ma n y o t h e r s wi t h p r a c t i c a l

e x p e r i e n c e i n h o u s i n g . HUD s t a k e d a l l o n t h i s " n e w a n d u n t r i e d

a p p r o a c h " a n d s t u b b o r n l y c l u n g t o i t o u t o f d o c t r i n a i r e

p h i l o s o p h i c a l c o mmi t me n t t o a t h e o r y o n wh a t s h o u l d c o n s t i t u t e t h e

F e d e r a l r o l e i n h o u s i n g i n a f r e e e n t e r p r i s e s o c i e t y . I t h a s

o n l y b e e n d u e t o Co n g r e s s i o n a l ma n d a t e t h a t HUD h a s b e e n f o r c e d

t o t u r n t o o t h e r a s s i s t a n c e p r o g r a ms t o g e t h o u s i n g b u i l t .

Me a n wh i l e , t h e S e c t i o n 8 e x i s t i n g h o u s i n g p r o g r a m h a s

h a d l i mi t e d s u c c e s s e s c o n f i n e d t o o c c a s i o n a l a r e a s wi t h h i g h

v a c a n c y r a t e s . Th i s a p p r o a c h t o h o u s i n g l o w i n c o me f a mi l i e s - -

p r o p e r l y d u b b e d b y o n e o b s e r v e r a s " g i v e t h e p o o r a f e w b u c k s
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a n d t e l l t h e m t o g e t l o s t " - - h a s f a i l e d mi s e r l y i n p e r f o r mi n g o n t h e

o n e a d v a n t a g e i t wa s a l l e g e d t o h a v e ; v i z , t h e a b i l i t y o f l o w

i n c o me mi n o r i t y h o me s e e k e r s t o g o o u t i n t h e ma r k e t a n d f i n d

h o u s i n g b e y o n d t h e g h e t t o - - " f i n d e r s k e e p e r s " a s HUD s o me wh a t

c a l l o u s l y c a l l e d i t . HUD' s o wn s t u d i e s r e v e a l t h a t t h e e x i s t i n g

h o u s i n g wh i c h mi n o r i t y f a mi l i e s wi t h S e c t i o n 8 c e r t i f i c a t e s f o u n d

a n d k e p t wa s i n v a r i a b l y e i t h e r wi t h i n t h e g h e t t o o r u p o n i t s b o r d e r .

We s t r o n g l y c o n c u r i n t h e r e c o mme n d a t i o n p r e v i o u s l y ma d e t o y o u r

S u b c o mmi t t e e b y o t h e r wi t n e s s e s t h a t t h e p r o p o r t i o n s o f

e x i s t i n g t o n e w S e c t i o n 8 u n i t s a l l o c a t e d t o c o mmu n i t i e s b e b a s e d

o n v a c a n c y r a t e s wi t h i n t h o s e r a n g e s o f u n i t s i z e s a n d r e n t a l s l i k e l y

t o b e o c c u p i e d b y e l i g i b l e f a mi l i e s .

Ab o v e a l l , y o u r S u b c o mmi t t e e s h o u l d d e s i g n a n d ( a u t h o r i z e

f u n d s ) f o r a r e a s o n a b l y b a l a n c e d s e l e c t i o n o f h o u s i n g p r o g r a ms t o

p e r mi t l o c a l a d a p t a t i o n s o f a s s i s t e d h o u s i n g t y p e mi x e s t o

p r e v a i l i n g l o c a l c o n d i t i o n s . Th e p r e v i o u s Ad mi n i s t r a t i o n ,

wh i c h s o u g h t t o a p p e a r a s t h e s e l f p r o c l a i me d c h a mp i o n s o f

l o c a l o p t i o n s , l o c k e d a l l l o c a l h o u s i n g p l a n n i n g i n t o a

s i n g l e i r o n mo l d n a me d S e c t i o n 8 . A mo me n t ' s t h o u g h t , e v e n i f n o t

e x p e r i e n c e , s h o u l d h a v e s u f f i c e d t o ma k e i t o b v i o u s t h a t

t h e s a me k i t o f h o u s i n g p r o g r a ms c o u l d n o t wo r k i n b o t h

Ma n h a t t a n a n d Ame r i c u s , Ge o r g i a ; i n Lo s An g e l e s a n d Ha r l a n , Ke n t u c k y ;

i n Ch i c a g o a n d Bo i s e , I d a h o . We f a v o r t h e c o n t i n u a t i o n o f

S e c t i o n 8 . I t h a s i t s p r o p e r u s e s i n o v e r a l l l o c a l p r o g r a ms . Bu t

we n e e d r e a l l o c a t i o n o f a p p r o p r i a t i o n s t o f u n d a l l o t h e r p r o g r a ms
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o n t h e b o o k s : 2 3 5 , 2 3 6 , p u b l i c h o u s i n g , r e h a b i l i t a t i o n , h o me s t e a d i n g ,

e t c . , a s we l l a s p r o g r a ms y e t t o b e i n n o v a t e d .

I n s u mma r y , p e r mi t me t o r e i t e r a t e t h a t f a i r h o u s i n g

me a n s f r e e d o m o f c h o i c e a s t o n e i g h b o r h o o d a n d c o mmu n i t y , r e g a r d l e s s

o f r a c e o r i n c o me . Ma k i n g h o u s i n g a v a i l a b l e t h r o u g h o u t

me t r o p o l i t a n a r e a s wi t h o u t r e g a r d t o i n c o me , r e q u i r e s a s u f f i c i e n t l y

l a r g e a n d wo r k a b l e F e d e r a l p r o g r a m o f a s s i s t e d h o u s i n g .

Ma k i n g h o u s i n g a v a i l a b l e t h r o u g h o u t me t r o p o l i t a n a r e a s wi t h o u t

r e g a r d t o r a c e , r e q u i r e s v i g o r o u s e n f o r c e me n t o f Ti t l e s VI a n d

VI I I t h r o u g h a f f i r ma t i v e p r o g r a ms ma d e ma n d a t o r y f o r a l l l o c a l

r e c i p i e n t s o f F e d e r a l f u n d i n g .
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Mr s . SPELLMAN. Tha nk you ver y much.
I woul d l i ke, si nce we wer e j ust di scussi ng t he f i nder skeeper s pr o-

gr am, t o zer o i n on t hat . The whol e i dea of t hat makes ver y good
sense t o enabl e f ami l i es t o move out of t he ghet t o ar eas and i nt o ot her
communi t i es .

We f i nd i t i n my j uri sdi ct i on f rust r at i ng, because cert i ficates ar e
ma de avai l abl e and t hen once t hey have f ound t hese apar t ment s , t he
owner s ar e not about t o r ent t he apar t ment s t o t hem.

I woul d l i ke t o ask you t o el aborat e and expand a l i t t le bi t on your
r ecommendat i on her e on page 21, wher ey ou say we st r ongl y concur
i n t he r ecommendat i on, and so f or t h. Shoul d t hi s al l ocat i on requi r e-
ment be a par t of t he l ocal hous i ng assi st ance pl an? Wh a t wer e you
real l y at t empt i ng t o s ay her e?

Mr . HOLMGREN. Yes ; i t shoul d be. The al l ocat i on shoul d be par t of
t he l ocal housi ng assi st ance pl an.

Mr s . SPELLMAN. Do you have any t hought s on owner s of apar t -
ment s , how t hey mi ght be r equi r ed t o r ent a gi ven per cent age of
t hei r apar t ment s f or l ow i ncome?

Mr . HOLMGREN. At t hi s poi nt of cour se, t he par t i ci pat i on by t he
owner s of housi ng iji t he sect i on 8 pr ogr am i s ent i rel y vol unt ar y;
and t he onl y i ncent i ve f or t hem t o do so of cour se i s t hat t hey have
a cont r act wi t h t he Feder al Gover nment i n effect whi ch wi l l i nsure
t he payment of t hei r rent , or at l east t he di f ference of t he r ent bet ween
wha t t he f ami l y can af ford t o pay and wha t t he mar ket r at e is.

An d of cour se cl ear l y t hi s i s one of t he bi ggest l i mi t at i ons and
weaknesses on t he pr ogr am, because i t , i n effect , i s aski ng t he pr i vat e
l andl or d t o obl i gat e hi msel f t o t he accept ance of t he f ami l i es recei v-
i ng hous i ng assi st ance f or a par t i cul ar per i od of t i me. Bu t I t hi nk
t hat t he i ncent i ve i s t her e f or an i nsur ed i ncome f or t hi s r ent whi ch
he woul dn' t ot her wi se be get t i ng.

No w, how t o r equi r e a gi ven per cent age of uni t s i n a devel opment
i s anot her mat t er . An d I t hi nk t hat i n s ome i nst ances, t hi s i s bei ng
done whe n pr ogr ams ar e bei ng got t en under way. Of cour se, i n t he
past wi t h s ome of t he mar ket r at e proj ect s t hat wer e i nsur ed by
F HA, t her e wa s an at t empt t o get suppl ement al r ent i ncome t enant s
i nt o s ome of t hese mar ket r at e proj ect s.

But t her e has been no exper i ence t hat I know of wher e t her e has
been a mandat or y per cent age of uni t s al l ocat ed f or t hi s pur pose t hat
has been t r i ed.

Mr s . SPELLMAN. Do you suppose f ur t her i ncent i ve i s r equi r ed?
Mr . HOLMGREN. I t hi nk so. I f , f or i nst ance, a devel oper of F HA

mar ket r at e housi ng, r ent al housi ng, l et us say, i s seeki ng f i nanci ng
f or t hat proj ect , and i f t hat proj ect can be i nsured, i f he wi l l be wi l l -
i ng t o ma ke a cer t ai n per cent age of i t avai l abl e f or sect i on 8 assist -
ance, t hen I t hi nk t hat t hat ki nd of i ncent i ve, and car rot , i f you
wi l l , coul d be offered and coul d i nsur e t he gr eat er accept ance by de-
vel oper s of t hi s ki nd of housi ng.

Mr s . SPELLMAN. Tha t means we woul d have t o st ar t at t he ver y
root s of t he devel opment . But wha t about t hose t hat al r eady exi st ?
Ha ve you any t hought s i n t hose di r ect i ons?

Mr . HOLMGREN. Ther e ar e ma ny pr ogr ams and effort s on t he par t
of exi st i ng proj ect s under goi ng r ef i nanci ng or f or ot her ki nds of
moder ni zat i on pr ogr ams and t he l i ke, whi ch r equi r e s ome ki nd of
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publ i c i nt erest , and publ i c responsi bi l i t y. I t hi nk t hat i n t hose devel -
opment s t hat seek ref i nanci ng, moder ni zat i on or ot her Feder al assist -
ance, t hat i t shoul d al so be wr i t t en i nt o such assi st ance cont r act t hat
t hey be r equi r ed t o pr ovi de a cer t ai n per cent age of t hose assi st ed uni t s
f or l ow- and moder at e- i ncome use.

Mr s . SPELLMAN. Ear l i er i n your t al k you r efer r ed t o t he f act t hat
i t i s awf ul l y di fficult t o get peopl e out of t hei r own ghet t o areas, and
t hat not enough effort i s bei ng ma de t o use t he mone y f or spaci al
decent ral i zi ng.

No w, I have been i nvol ved i n wor ki ng on t hi s sor t of t hi ng on t he
l ocal l evel , and I have been i nvol ved i n wr i t i ng t he ki nd of t hi ng
t hat you have wr i t t en here, t oo. An d put t i ng t he t wo t oget her doesn' t
al ways wor k. Yo u go i nt o s ome of t hese communi t i es and you say,
we want t o si t down wi t h you and pl an, and wor k out a devel opment
of housi ng. An d t he first t hi ng t hat happens i s ut t er pani c.

Nobody want s t o l eave t hat communi t y; we can cal l i t a ghet t o;
we can cal l i t a segregat ed communi t y; t hey cal l i t home. The y don' t
even want t o l eave t he spot wher e t hey ar e l i vi ng. Suppos e we sai d,
we want t o at t empt t o bui l d hous i ng down t he st reet . An d t hey sai d,
t he ans wer i s no. I don' t want t o go t here. Thi s i s wher e my f at her
l i ved, and t hi s i s wher e I l i ve and I wi l l st ay on t hi s spot . So i t i sn' t
al ways easy t o achi eve t hat .

Shoul d HUD, because i t has a l i mi t ed numbe r of dol l ars, expand
i t s effort s i n t he di rect i on of spaci al decent ral i zat i on, or shoul dn' t i t
gi ve equal pr i or i t y t o pr ovi di ng hous i ng i n ar eas whi ch ar e segregat ed
ar eas?

Mr . HOLMGREN. I t hi nk t hi s i s a ver y cri t i cal i ssue. An d as I t r i ed
t o poi nt out earl i er i n my t est i mony, Ma d a m Chai r man, i t i s not an
"ei t her / or " proposi t i on. The quest i on of pr ovi di ng t he ma x i mum num-
ber of opt i ons i n t he hous i ng mar ket t o al l peopl e, ever ybody—whi t e,
bl ack, r i ch, poor —r eal l y—s houl d be t he basi c f undament al obj ect i ve
of t he housi ng pol i cy.

Wi t hi a t hat cont ext , t her e mus t al so be an oppor t uni t y f or t he re-
vi t al i zat i on and t he r enewal of t hose ol der , det er i orat i ng par t s of our
cent ral ci t ies. However , pol i cy shoul d be devel oped i n st r i ki ng of t he
bal ance bet ween t he i nner ci t y and out l yi ng areas. I don' t t hi nk t her e
shoul d be an emphas i s or an "ei t her / or " proposi t i on i n devel opi ng
housi ng oppor t uni t i es. Irr st r i ki ng t he bal ance I t hi nk one has t o gi ve
suffi cient wei ght t o each of t hose pr ogr ams so t hat t he ot her one does not
become s ubs umed or over t aken. An d t he onl y wa y t hi s can be done, i t
s eems t o me , i s by maxi mi zi ng ne w const ruct i on i n out l yi ng ar eas whi l e
at t he s ame t i me maxi mi zi ng t he oppor t uni t i es f or revi t al i zat i on and
rehabl i t at i on i n t he cent ral ci t y.

Mr s . SPELLMAN. Le t me ma ke j ust one mor e comment .
On page 10 you i ndi cat ed our staff' s fai l ure t o spot si gni fi cant di s-

cr i mi nat i on. An d I refer you t o t he st aff r epor t on communi t y devel op-
ment bl ock gr ant pr ogr am on page 55, wher e t hey poi nt out t ha t —

Whi l e t he st af f i n i t s f i el d t r i ps f ound n o si gni f i cant pat t er ns of di s cr i mi nat i on.
i t s houl d be r e me mbe r e d t ha t C DB G i s a n e w pr ogr a m wi t h n o hi s t or y of s egr e-
gat i on s uc h a s i s f ound i n t he l ow- r ent publ i c hous i ng pr ogr a m. Be c a us e one
of t he obj ect i ves of t he bl ock gr ant i s t o pr ovi de l ocal offi ci al s wi t h ma x i mu m
f l exi bi l i t y wi t h r espect t o t i mi ng a n d ma n n e r i n whi c h t hey car r y out c o m-
muni t y de ve l opment act i vi t i es, i t ma y be mor e di f fi cul t t o de t e r mi ne wh e n i n
f act a n y par t i cul ar pr ogr a m act i on i s di s cr i mi nat or y.
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The st aff was mai nl y l ooki ng at t he bl ock gr ant , rrot housi ng, and
t hey feel we shoul d need t o have s ome sophi st i cat ed H U D and Equa l
Oppor t uni t y st aff wi t h t hi s compl ex ne w pr ogr am t o be abl e t o zer o i n
on act ual di scr i mi nat i on.

Mr . HOLMGREN. I di dn' t me a n t hat as a cri t i ci sm of t he st aff or t he
st aff r epor t , Ma d a m Chai r man. I mer el y want ed t o poi nt up t hat I
t hi nk i t i s compl ex, t he whol e i ssue, and t hat t he spot t i ng of t hi s
ki nd of t hi nki ng r equi r es muc h mor e of HUD, especi al l y i n i t s r evi ew
and i n i t s compl i ance pr ocedur es t o det er mi ne whet her or not com-
pl i ance i s act ual l y a fact .

Mr s . SPELLIVIAN. Tha nk you, Mr . Hol mgr en.
I wi l l t ur n now t o our col l eague f r om t he St at e of Cal i forni a.
Mr . ROUSSELOT. Tha nk you, Ma d a m Chai r per son.
Mr . HOLMGREN. I have had a chance t o gl ance at your t est i mony,

t hough I was not her e f or t he ent i re st at ement .
I a m f asci nat ed by your suggest i on of i ncl udi ng i n sect i on 104( a)

( 4) ( A) —t he t er m raci al mi nor i t i es" as par t of a, r ecommendat i on
f or as you cal l i t , "aff i rmat i ve pr ogr ami ng" of housi ng.f or ,

woul dn' t t hi s real l y f or ce l ocal uni t s t hat ar e i n t hi s pr ogr am
wi t h t he so-cal l ed f ai r- share housi ng concept —woul dn' t i t real l y for ce
t hem i nt o a quot a sys t em?

Mr . HOLMGREN. I don' t t hi nk so, Congr es s man, any mor e t han i t
woul d be doi ng t he s ame t hi ng f or t he gr oups t hat t he act present l y
speci fi cal l y names , t he handi capped, el der l y, and l ar ge fami l i es, and
ot hers.

Mr . ROUSSELOT. Wel l , you see, t he mai n pur pose of t he pr ogr am i s
t o st i mul at e housi ng, pr i mar i l y. Ther e ar e ma ny ot her aspect s t o i t
f or l ower i ncome fami l i es. An d t he r eason, I guess, t hat we i ncl uded
el der l y and handi capped whe n t he act was dr af t ed was because, unl i ke
raci al gr oups, whi ch ar e wr i t t en t hr ough al l ot her aspect s of l a w—
ci vi l r i ght s act s of al l ki nds, ever y pl ace—t hey ar e al r eady prot ect ed
by l aw—whe r ea s we di d not feel t hat i n t he field of housi ng t he' el derl y
and handi capped wer e as wel l prot ect ed. Tha t i s wh y t hey wer e
i ncl uded.

I n ot her wor ds , wha t I a m sayi ng i s t hat i n al l t he ci vi l r i ght s act s
t hat we have and al l t he execut i ve or der s t hat have been i ssued by t he
Pr esi dent s and Secret ar i es of HUD, we have al l ki nds of l aw t o speci f y
t hat you mus t be nondi scr i mi nat or y i n t he bui l di ng and di st r i but i on
of t hese ki nds of pr ogr ams . So wha t I a m concer ned about , as we
have seen, f or i nst ance, i n t he fi el d of educat i on, i s t hat i f we t ook
your advi ce, we ar e apt t o have al l ki nds of sui t s sayi ngs, " I have been
di scr i mi nat ed agai nst because I a m not a raci al mi nor i t y. "

Ar e you not concer ned about t hat ?
Mr . HOLMGREN. No, I a m not , Congr es sman.
Mr . Ro-cr ssEmT. Obvi ousl y, you ar e not .
Mr . HOLMGREN. The poi nt i s t hat ot her gr oups have been—t hat i s,

ot her per sons and represent at i ves of gr oups have been i dent i fi ed i n
t he act as needi ng speci al consi derat i on.

Mr . ROUSSELOT. Yo u ar e t al ki ng about el der l y and handi capped?
Mr . HOLMGREN. An d l ar ge f ami l i es and ot hers.
Mr . ROUS S E L OT . But you see, somet i mes handi capped housi ng re-

qui r es speci al ki nds of const r uct i on—easy upr amps so t hat el der l y and
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handi capped resi dent s coul d have easy access t o t hei r apar t ment s . I
r emember di scussi ng t hi s whe n we wr ot e t he act . Speci al const r uct i on
i s al so r equi r ed i n bat ht ubs, and ext r a hol d- on rai l s ar e needed t o
accommodat e t he el der l y and t he handi capped. Tha t i s wh y we speci -
fi ed t hem.

I cannot under s t and wh y you ar e di ssat i sfi ed wi t h wha t we have
done i n gener al l aw r egar di ng ci vi l r i ght s and nondi scr i mi nat i on.

Mr . HOLMGREN. One ans wer t o t hat s i mpl y i s t hat yes, we do have
t i t le VI I I , whi ch i s t he fai r housi ng t i t le of t he 1968 Ci vi l Ri ght s
Act , and pr es umabl y t hat i s t he umbr el l a under whi ch hous i ng r i ght s
f or mi nor i t i es ar e prot ect ed. But t he exper i ence under t he Hous i ng and
Communi t y Devel opment Act , I t hi nk, demonst r at es t hat t oo of t en
t he i nt ended benefi ci ari es of t he act , whi ch ar e pr i mar i l y per sons of
l ow and moder at e i ncome

Mr . ROUSSELOT. Wel l , we under s t and i t i s supposed t o be l ow and
moder at e i ncome; no one i s ar gui ng t hat i ssue.

Mr . HOLMGREN. But of t en t he i nt ended benefi ci ari es i ncl ude, of
cour se, a subst ant i al mi nor i t y popul at i on.

Mr . ROUSSELOT. Wel l , you say i n your s t at ement t hat your r ecom-
mendat i on woul d be t hat l ocal uni t s of gover nment woul d ar r i ve at
t he basi s of how you woul d achi eve bet t er car e f or raci al mi nor i t i es
based on a demogr aphi c profi l e of t he communi t y i n a met r opol i t an
area.

Mr . HOLMGREN. Ri ght , because we do have segr egat ed communi t i es .
Mr . ROUSSELOT. I beg your par don?
Mr . HOLMGREN. We do have segr egat ed communi t i es i n our cit ies.
Mr . ROUSSELOT. Oh, we do?
Mr . HOLMGREN. Oh, yes, we do.
Mr . ROUSSELOT. Thi s act i s causi ng t hat ?
Mr . HOLMGREN. No; and I a m not suggest i ng t hat . But i t i s not

al l evi at i ng i t at t hi s poi nt , ei t her. Thi s act i s not al l evi at i ng t he
segregat i on.

Mr . ROUSSELOT. Wel l , I don' t recal l a gr eat deal of t es t i mony t hat
t hi s act hasn' t addr essed t hat i ssue, because ma ny peopl e i n l ow i n-
comes ar e al so mi nor i t i es cer t ai nl y i n Cal i forni a, ma ny Mexi can-
Amer i cans , Spani sh, Chi cano mi nor i t i es—ver y heavy i n my area.
So, i s wher e t hese proj ect s go i n, i t i s aut omat i cal l y wel l adver t i sed
f or t hem and t hey have a heavy i nput i nt o t he communi t y or gani za-
t i on—i n my case it ' s usual l y t he count y of Los Anegl es t hat has t he
heavy i nput i nt o t he mar ket i ng pl an f or t hese proj ect s. I don' t se2
al l of t hi s gr eat evi dence t hat you say exi st s, t hat t he communi t y de-
vel opment bl ock gr ant pr ogr am has avoi ded t hi s i ssue or has been
di scr i mi nat ory agai nst mi nor i t y gr oups. Do you say t hat ?

Mr . HOLMGREN. Yes.
Mr . ROUSSELOT. Ca n you pr ove t hat wi t h st at i st i cs?
Mr . HOLMGREN. Wel l , I t hi nk, as a mat t er of r eror d, t her e have

been mor e t han a f ew cour t cases i nvol vi ng t he bl ock gr ant pr ogr am
havi ng raci al i mpl i cat i ons.

Mr . ROUSSELOT. Gi ve us a speci fic.
Mr . HOT MGREN. The Har t f or d case.
Mr . ROUSSELOT. Let ' s t al k about t he Har t f or d csse. Whi c h proi ect ?
Mr . HOLMGREN. Thi s i s Har t f or d, Conn. , i n whi ch t he ci t y of Har t -

f or d br ought sui t agai nst H U D and several s ubur ban communi t i es
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on t he admi ni st r at i on of t he bl ock gr ant pr ogr am because t he subur -
ban Har t f or d communi t i es fai l ed t o t ake i nt o account t he expect ed-
t o-resi de provi si ons of t he act and ma ke provi si on f or housi ng as-
si st ance i n t hose s ubur ban communi t i es . An d t he cour t , t he Feder al
cour t i n Har t f or d, f ound agai nst H U D and t he subur bs.

An d a second case, of cour se, i s t he one whi ch i s not out of t he bl ock
gr ant pr ogr a ms —a publ i c housi ng case whi ch goes back t o 1966
whe n i t was or i gi nal l y f i l ed—t he Gaut r eaux case i n Chi cago. I t was
resol ved by a Supr eme Cour t deci si on l ast year whi ch requi res t he
ci t y of Chi cago and t he subur ban communi t i es ar ound i t t o begi n f i nd-
i ng and l ocat i ng housi ng f or t he cl ass of pl ai nt i ffs i n t he Gaut r eaux
case i n ar eas bot h i nsi de and out si de of t he ci t y of Chi cago.

Mr . ROUSSELOT. But t hey di dn' t s ay t hey al l had t o be out si de t he
cent ral ci t y of Chi cago.

Mr . HOLMGREN. An d I a m not , ei t her. •
Mr . ROUSSELOT. But you ar e ment i oni ng t he Har t f or d case. My un-

der st andi ng is, t he cr ux of t hat case was t hat t her e was a me mor a ndum
wr i t t en by t he H U D peopl e i n Har t f or d or he r e—I don' t know whi c h_
t hat ' s ai d, t o devel oper s and bui l der s —you do not have t o compl et e
t he pl acement of t he expect ed-t o-resi de peopl e al l i n 1 year , because
i t was goi ng t o t ake t hem a l i t t le l onger t o sear ch out and f i nd wher e
t he expect ed-t o-resi de peopl e wer e.

An d al so, as I recal l , i n t he Har t f or d case you di d not have huge
number s of mi nor i t i es who wer e bei ng deni ed housi ng, di d you? I s
t hat not t r ue?

Mr . HOLMGREN. Ther e wer en' t huge number s , no. But t he poi nt
i s t her e wer e peopl e, a mong wh o m wer e s ome mi nor i t y peopl e.

Mr . ROUSSELOT. Wel l , you see, I i nt erpret t hat cour t case di fferent l y.
An d have I mi sst at ed t he cr ux of t he case, t hat i t was over a I MMO-

r andum t hat came f r om H U D sayi ng t o t he H U D peopl e l ocal l y, be
sur e t hat t he devel oper s real i ze t hat i t doesn' t al l have t o be done
i n 1 year ?

Mr . HOLMGREN. I t hi nk i t does mi sst at e i t , i f I ma y respect ful l y
say so, Mr . Congr es s man, because t hat i s onl y a par t of t he seri es
of al l egat i ons t hat wer e ma de i n t he l i t i gat i on i t sel f, and t hat t he
me mor a ndum—t he hous i ng assi st ance pl an, f or i nst ance, di d not even
pr ovi de f or any expect ed-t o-resi de i n t hat year . I t wasn' t a mat t er
of j ust t hi s 1 year i t di dn' t pr ovi de f or any i n t he first year .

Mr . ROUSSELOT. Wel l , my under s t andi ng was t hat t he me mor a ndums
f r om HU D t hat went t o t he devel oper s at t he communi t y l evel and
t he peopl e who wer e i nvol ved was t hat t hey wer e t r yi ng t o ext end t he
t i me so t hat t hey coul d spend mor e t i me on t he expect ed-t o-resi de;
i sn' t t hat t r ue?

Mr . HOLMGREN. Tha t was par t of it.
Mr . ROUSSELOT. Wel l , t hat shows , i n my j udgment ; an at t empt t o

expand t he consi derat i on of t he expect ed-t o-resi de, but not t o l i mi t it.
Mr . HOLMGREN. Ther e was no at t empt t o even have an adequat e

housi ng assi st ance pl an t o pr ovi de f or anyt hi ng ot her t han l ocal peo-
pl e i n t hose subur ban communi t i es , and t he bur den was al l , t her efore,
on t he cent ral ci t y of Har t f or d i n pr ovi di ng housi ng; i gnor i ng t he
ar eawi de i mpl i cat i ons and needs f or housi ng.

Mr . ROUSSELOT. Wel l , we cl earl y have a di f ference of under s t andi ng.

86- 085 0 - 7 7 - pt . 3 - 8
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An d I , Ma d a m Chai r man, wi l l ask f or unani mous consent t o sub-
mi t i n t he r ecor d at t hi s t i me addi t i onal i nf or mat i on on t hat i ssue,
because I t hi nk i t i s i mpor t ant .

An d your percept i on i s ent i rel y di fferent f r om mi ne. We wi l l t r y
t o l ook at it .

Mr s . SPELLMAN. The document s ma y be consi dered.
[ The f ol l owi ng addi t i onal i nf or mat i on was submi t t ed by Congr ess-

ma n Roussel ot f or i ncl usi on i n t he r ecor d: ]

ABSTRACT OF CI TY OF HARTFORD, ET AL. V. CARLA A. HI LLS, ET AL. , 408 F. SUPP. 8 8 9
( D. CONN. 1976)

Th e f i ndi ng of t he cour t i n t he Ha r t f or d cas e wa s bas ed up on a chal l enge t o
a me mo r a n d u m i s sued b y H U D i n Ma y 1975, whi c h exc us ed c ommuni t i e s f r om
pr ovi di ng a n Expe c t e d t o Re s i de f i gur e wh e r e f i gur es we r e not avai l abl e f or
t he c o mmun i t y f r o m U. S. Ce ns us Bu r e a u " J our ne y t o Wo r k " t abl es . I n t hes e
cases, t he me mo per mi t t ed t he c o mmu n i t y t o pl edge a da t a gat her i ng ef f or t t o
pr ovi de t he accur a t e s ur ve y of hous i ng nee ds a n d t he "Real i s t i c Goa l s " cal l ed
f or unde r t he 1974 Act .

Th e Cour t s t at ed:
" I conc l ude t ha t H U D act ed cont r a r y t o l a w wh e n i t appr ove d t hes e s i x

gr ant s , wi t hout r equi r i ng t he t own s t o ma k e a n y as s es s ment wha t s oever of
t he hous i ng needs of l ow- a n d mode r a t e- i ncome per s ons wh o mi ght be ' expect ed
t o r esi de' wi t hi n t hei r bor der s . Wh e n H U D of f er ed t he t o wn s t he t hi r d opt i on
pr es ent ed by t he Ma y 21, 1975 Me e ke r me mo r a n d u m, t o s ubmi t n o f i gur e a t
al l , a nd t hey al l sel ect ed t ha t opt i on, t hey ac t ed cont r ar y t o t he cl ear i mpl i ca-
t i on of t he St at e, t ha t t he H AP coul d not be wa i ve d by t he Secr et ar y.

Th e Cour t f ur t her not ed howe ve r :
" Th e def endant s cor r ect l y obs er ved t ha t H U D ha s not wa i ve d t he ent i r e HAP ,

but mer e l y one of t he e l ement s t ha t g o i nt o t he c ommuni t y' s as s e s s me nt of i t s
ne eds f or l owe r - i ncome hous i ng. "

Onl y i n t he cas e of Ea s t Har t f or d di d t he Cour t mo v e be yond t he f i ndi ng
t hat per mi t t i ng a " z er o" E T R cons t i t ut ed a wa i ver of a por t i on of t he HAP ,
whi c h wa n not per mi t t ed f or a n y r eas on, e ven t he abs ence of da t a , unde r t he
l a ngua ge of t he s t at ut e. Si nce Ea s t Ha r t f or d s ubmi t t ed E T R numbe r s , t he Cour t
ma d e a j ud gme nt a s t o whe t he r or not t he Secr et ar y' s appr ova l of t he Gr a nt
wa s ba s ed " on a cons i der at i on of t he r el evant f act or s a n d whe t he r t he-r e ha s
bee n a cl ear er r or of j udgme nt . "

Th e Cour t f ound a n abus e of Secr et ar i al di scr et i on becaus e H U D di d not
pur s ue avai l abl e l i st s f r o m a St at e De p a r t me nt of Tr ans por t at i on c o mmu t e r
s t udy o n s i mi l ar i nf or mat i on, af t er i t s o wn i nt er nal r evi ew s ever el y ques t i oned
t he val i di t y of t he t own' s da t a a n d met hol ogy.

I t i s wor t h not i ng, f or t he r ecor d, t ha t t he pl ai nt i f f Ci t y of Har t f or d, a t i t s
r eques t , wa s al so per mi t t ed by H U D t o s ubmi t a " ze r o" E T R i n i t s f i scal year
1975 appl i cat i on becaus e of t he ci t y' s di f fi cul t i es wi t h avai l abl e dat a.

Mr . ROUSSELOT. Wel l , i n any r egar d, I woul d say, on t he basi s of
r eadi ng your s t at ement t hat I t hi nk t hat your suggest i on woul d i l l l -

MS C upon H U D a quot a syst em whi ch i n t ur n woul d have t o be re-
i mpos ed on t he communi t y devel opment organi zat i on.

An d I wi l l tel l you why.
We use t o get i nt o t hi s empl oyment , and I r emember ver y cl ear l y

t he NAACP comi ng t o a phone c ompa ny i n Cal i forni a and sayi ng, do
you have 20 per cent of your empl oyees ' bl ack? An d t hey sai d, no, it ' s
not 20 nercent . An d t hey sai d, wel l , we i nsi st i t be 20 percent . An d t hey
sai d. OK, submi t t hat i n wr i t i ng t o t he phone company.

The y t hen pr ompt l y fi red 5 per cent because t hey wer e over ; t hey
wer e at 25 percent .

No w, my poi nt is, t hese ar e t he ki nds of pr obl ems you get i nt o, I
t hi nk, whe n you i mpos e t hi s ki nd of l anguage whe n we al r eady have
br oad-based l aw t hat i nsures nondi scr i mi nat i on I bel i eve t hi s woul d
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l ead t o quot as, and I a m sor r y t hat you feel quot as ar e necessar y t o
achi eve t he goal s t hat I t hi nk we al l want , and t hat i s t hat l ow- i ncome
housi ng under t hi s pr ogr am be nondi scr i mi nat or y. I do not bel i eve t hat
anyone want s i t di scr i mi nat ory, because we al l real i ze t hat ma n y
mi nor i t y gr oups i n t hi s count r y, especi al l y i n t he ur ban areas, ar e t he
ones t hat ar e i n t hi s l ow- i ncome br acket and t hat t hey ar e t he ones t hat
ar e i n need of t he housi ng. We real i ze t hat one of t he mai n pur poses of
t he pr ogr am, t he communi t y devel opment bl ock gr ant pr ogr am, i s t o
see t hat t hey get t he housi ng.

I t hi nk t hat t he i ncl usi on of your a me ndme nt woul d, i n fact , cr eat e
a quot a syst em. An d I a m sor r y t hat you r ecommended i t , but I appr e-
ci at e your br i ngi ng t he i ssue t o our at t ent i on.

Mr . HOLMGREN. Not t o bel abor t he poi nt , l et me s i mpl y say, by com-
par i son, t hat , as I i ndi cat ed i n my t est i mony, t he pr esent af fi rmat i ve
mar ket i ng pl an r equi r ed of devel oper s of F HA housi ng and ot her
assi st ed hous i ng pr ogr ams does j ust t hat —i t r equi r es t hat t he appl i -
cant , t he devel oper , i dent i fy t hose mi nor i t i es who woul d not pr obabl y
be l ooki ng f or t hat hous i ng because of i t s l ocat i on, and t o seek out by
out r each means and ma ke awar e t o t hi s t arget gr oup of peopl e t he op-
por t uni t y t hat t hi s hous i ng exi st s. An d wha t I a m s i mpl y s ugges t i ng—

Mr . ROUSSELOT. No w, i sn' t t he communi t y t hat devel ops t hese pr o-
gr ams r equi r ed t o do a cer t ai n amount of adver t i si ng and sol i ci t at i on
t o ma ke l ower i ncome peopl e awar e t hat t hi s housi ng i s avai l abl e? Isn' t
t hat par t of t he act ?

Mr . HOLMGREN. The sol i ci t at i on?
Mr . Rous s wYr . The adver t i si ng and knowl edge t hat t he proj ect s ar e

t o be ma de avai l abl e.
Mr . HOLMGREN. I a m not awar e t hat t her e i s any r equi r ement i n t he

act i t sel f.
Mr . ROUSSELOT. I t hi nk you wi l l f i nd t hat t he rul es and r egul at i ons

s how t hat i n al l of t hese proj ect s.
Mr . HOLMGREN. Ther e i s a r equi r ement t hat t hey adver t i se f or t he

recei pt of bi ds f or t he const ruct i on.
Mr . ROUSSELOT. No ; I a m not t al ki ng about const ruct i on; I a m t al k-

i ng about t he fi l l i ng of t he vacanci es whe n t hi s proj ect comes ons t r eam
and t he housi ng i s pr ovi ded.

Mr . HOLMGREN. I a m sur e it ' s wel l known i n mos t communi t i es , but
I don' t t hi nk t her e i s any Obl i gat i on on t he par t of t he publ i c agency
t hat t hey advert i se.

Mr . Rous s wyr . Wel l , t he par t of your st at ement wi t h whi ch I have
pr obl ems, asi de f r om i ncl udi ng t he wor d "r aci al mi nor i t i es" and be-
l i evi ng t hat t hat i s t he s a me as handi capped or el der l y—and I do not
t hi nk i t i s t he s a me because el der l y and handi capped ar e r equi r ed di f -
f er ent ki nds of const ruct i on t hat you do not have i n ot her ki nds of
hous i ng—i s your st at ement t hat t hi s raci al mi nor i t y woul d be " i n pr o-
por t i on t o obj ect i ve i ndexes based on t he demogr aphi c profi l e i n t he
communi t y and t he met r opol i t an ar ea of whi ch i t i s par t . " Tha t means
you woul d have t o st art , i n my j udgment , est abl i shi ng quot as, and I
t hi nk t hat woul d be a mi st ake.

Mr . HOLMGREN. Wel l , ar e t her e quot as est abl i shed f or t he handi -
capped and t he el der l y?

Mr . ROUSSELOT. Of cour se not .
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Wh a t we di d s a y—t he r eason t hat wa s i ncl uded—I r emember t hat
debat e i n t he subcommi t t ee ver y cl earl y.

The r eason t hose cat egor i es wer e si ngl ed out i s because t hey re-
qui r e a speci al ki nd of cons t r uct i on—r amps, handl ebar s, accessi bl e
s hower and t oi l et faci l i t ies. A guy i n a wheel chai r has a cer t ai n re-
qui r ement i n hous i ng t hat ot her peopl e don' t have, and I t hi nk we
al l acknowl edge t hat . We even t al ked about i t wi t h r espect t o
t r anspor t at i on.

The phone compani es , f or i nst ance, now pr ovi de an ext r a phone
boot h f or peopl e i n a wheel chai r , and i t i s a di f ferent ki nd of phone
boot h t he phone i s l ower . Yo u know t hat as wel l as I do.

So I j ust t hi nk you have si ngl ed out gr oups of peopl e t hat ar e al -
r eady wel l consi der ed by ot her por t i ons of t he l aw, and even mor e
i mpor t ant t han t hat , by rul es, r egul at i ons, and Execut i ve or der s by
t he Pr esi dent and by t he Secret ar i es of HUD. So t hat i s my j udg-
ment , and obvi ousl y, my per cept i on i s di fferent f r om your s.

Anywa y, I wi l l yi el d back t he bal ance of my t i me.
Tha nk you f or your t est i mony.
Mr s . SPELLMAN. Agai n, I mi ght poi nt out t o you t hat t her e wi l l be

ot her member s who woul d l i ke t o s ubmi t quest i ons t o you i n wr i t i ng,
and we woul d appr eci at e your r espondi ng.

Mr . HOLMGREN. Fi ne.
Mr s . SPELLMAN. Agai n, I mi ght poi nt out t o you t hat t her e wi l l be

her e t oday.
The subcommi t t ee wi l l recess unt i l 2 p. m. t hi s af t ernoon.
[ Wher e upon, at 12 p. m. , t he subcommi t t ee recessed f or l unch. ]

AF T E RNOON S ES S I ON

Mr . PATTERSON [ pr esi di ng] . The Subcommi t t ee on Hous i ng and
Communi t y Devel opment wi l l r econvene at t hi s t i me. On our aft er-
noon schedul e we have fi rst of al l Hon. Ga r y A. Myer s , Me mbe r of
CoTTr ess f r om Pennsyl vani a.

Good af t er noon. I t i s good t o have you here, a nd you ma y r ead your
t est i mony or speaks or al l y f r om it , what ever you pref er , and a r ecor d
i n i t s ent i ret y wi l l be ent er ed i nt o t he r ecord.

STATEMENT OF HON. GARY A. MYERS, REPRESENTATI VE I N
CONGRESS FROM THE STATE OF PENNSYLVANI A

Mr . MYERS. Tha nk you ver y muc h, Mr . Chai r man. I appr eci at e t he
oppor t uni t y t o appear her e t oday. I expect t o go vi r t ual l y t hr ough t he

Mr . Chai r man, I appreci at e your subcommi t t ee r evi ewi ng wha t I
consi der t o be t he i nadequaci es i n t he U. S. Depar t ment of Agr i cul -
t ure, sect i on 502, r ur al housi ng l oan pr ogr am.

I n t he l ast 2 years, I have been i nundat ed by pr obl ems f r om const i -
t uent s i n my di st ri ct who have, i n good f ai t h, pur chased a home under
t he sect i on 502 pr ogr am. Thes e i ndi vi dual s, who c ome f r om l ow- t o
moder at e- i ncome fami l i es, pur chased wha t t hey consi dered t o be de-
cent , safe, and sani t ary hous i ng of modes t si ze, desi gn, and cost . The y
fel t t hat , si nce i t was a pr ogr am desi gned by t he Feder al Gover nment ,
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t hei r best i nt erest woul d be served. Yet , t he exper i ences of t he l ast 2
year s s how t hat t he opposi t e has been t rue.

I woul d l i ke t o ci t e a f ew resul t s of t hi s pr ogr am whi ch I feel wer e
not i nt ended by Congr es s and whi ch have pl aced an unf ai r bur den on
t he ne w home buyer .

Fi r st , t he br ochur e whi ch t he U. S. Depar t ment of Agr i cul t ur e put s
out r egar di ng t hi s pr ogr am st at es t he f ol l owi ng:

Fi rst , wher e ma y houses be l ocat ed?
Hous es wi l l be l ocat ed on desi rabl e si t es wi t h an assur ed s uppl y

of saf e dr i nki ng wat er and sui t abl e ar r angement s f or s ewage di s-
posal .

Th e st reet s, wat er , and wast e di sposal sys t ems shal l meet F mHA
requi r ement s.

Second, ar e pl ans r evi ewed and i s const ruct i on i nspect ed?
Yes . The Fa r mer s Ho me Admi ni s t r at i on r evi ews t he pl ans and

i nspect s t he const ruct i on as i t progresses t o hel p t he bor r ower obt ai n
s ound and accept abl e housi ng.

Thi r d, si ze of dwel l i ng bei ng bui l t or pur chased.
The Obj ect i ve of t he Fa r mer s Ho me Admi ni s t r at i on i s t o pr ovi de

decent , saf e, and sani t ary housi ng t hat i s modes t i n si ze, desi gn, and
cost .

I woul d now l i ke t o i nf or m t he subcommi t t ee t hat t he exampl es I
have ci t ed ar e not bei ng ful l y adher ed t o. Exi s t i ng rul es and r egul a-
t i ons do not guar ant ee t hat t he i nt ent . of Congr ess i s bei ng car r i ed out .

For exampl e, I have cases i n my fi les f or 18 const i t uent s, al t hough
I under s t and t hat t he t ot al i n my di st ri ct i s cl oser t o 40 or 50, wh o
ar e now exper i enci ng t he f ol l owi ng t ypes of maj or const ruct i on de-
fi ci enci es: Ra w s ewage comi ng i nt o t he basement ; wal l s cr acki ng;
gar age door won' t shut ; cr acked basement wal l s; no f i reproof i ng i n
gar age; f aul t y sept i c sys t em; wat er i n basement ; hi gh i r on cont ent
i n wel l s and dr y wel l s; por ches wi t hout f oot ers; no scr eens on wi n-
dows and wi ndows i nst al l ed i mpr oper l y; f aul t y dr i veway and yar d
gr adi ng; negl ect t o f ur ni sh speci fi cat i ons t o buyer ; subsur f ace sew-
age; and i mpr oper consul t at i on on i nt erest credi t l oans.

Mr . Chai r man, i n each of t hese cases t he ne w home buyer bel i eves
t he responsi bi l i t y f or maki ng t he r epai r s bel ongs t o t he Far mer s
Ho me Admi ni s t r at i on, si nce al l t hat he r ead or was t ol d about t he
pr ogr am l ed hi m t o bel i eve hi s i nt erest s woul d be prot ect ed by t he
Feder al Gover nment as i n t he exampl es I ci t ed earl i er.

Yet , muc h t o t he surpr i se of t he home buyer s , t hey have been t ol d,
i n r esponse t o cl ai ms f or repai rs, t hat t he responsi bi l i t y bel ongs t o
t he bui l der and, i f t he bui l der defaul t s i n maki ng t he necessary cor -
rect i ons, t he buyer i s responsi bl e. Th e buyer has t he f ol l owi ng opt i ons:

He can t ake t he bui l der t o cour t , an expensi ve pr ocedur e wi t h no
guar ant ee t hat he wi l l get any rest i t ut i on.

Two, he can appl y f or an add' t i onal l ow-i nt erest l oan f r om F mHA
f or t he necessar y repai rs. an addi t i onal cost bur den t o a n al r eady over-
bud ffet ed l ow- t o moder at e- i ncome home buyer .

Thr ee, he can sel l t he, house back t o F mHA, an opt i on whi ch woul d
resul t i n a l oss of cash al r eady i nvest ed i n t he home or t he l oss of
equi t y i n t he home. He wi l l Il ls° l ose any cost he i ncur r ed i n movi ng,
r epai r i ng t he house at hi s o wn expense, and f i ndi ng and movi ng t o
anot her sui t abl e home.
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Mr . Chai r man, i t i s my s t r ong bel i ef t hat , i f t he Depar t ment of
Agr i cul t ur e i s goi ng t o cont i nue t he home l oan pr ogr am, s ome needed
changes ar e now i n order . Thi s i s especi al l y t r ue si nce t he goal of t he
pr ogr am is t o assure i ndi vi dual s a decent pl ace t o l i ve wi t h saf e dr i nk-
i ng wat er , sui t abl e ar r angement s f or s ewage di sposal , and a house
whi ch wi l l be i nspect ed by F mHA per sonnel t o guar ant ee t hem a
wel l -bui l t , sui t abl e home and, mos t i mpor t ant l y, one t hat can be fi t t ed
i nt o t he buyer ' s budget . As you can see f r om my t est i mony, F mHA
i s not now ful fi l l i ng t hi s commi t ment i n ma ny cases.

I suggest t o t he subcommi t t ee t hat t he l aw shoul d be changed t o
al l ow t he Secr et ar y of Agr i cul t ur e power t o f und r epai r s ma de nec-
essar y as t he resul t of t he Depar t ment ' s er ror s and/ or over si ght . An-
ot her possi bi l i t y woul d be t o r equi r e al l bui l der s of t hi s t ype dwel l i ng
t o l ay asi de mone y f or a 1- year per i od t o cover t he cost of cor r ect i ng
any const ruct i on pr obl ems. However , t hi s appr oach i s l ess desi rabl e
si nce i t woul d ser ve t o penal i ze t hose agent s and cont r act or s who do
not vi ol at e t hei r cont ract s. I f F mHA fulfi l l s i t s responsi bi l i t y, pr ob-
l ems wi l l not ar i se; i f i t does not , t he pr ogr am shoul d pr ovi de a pr o-
vi si on of correct i ve act i on agai nst a cont r act or .

I al so st r ongl y suggest t hat t he subcommi t t ee ma ke a cur r ent assess-
ment of exi st i ng condi t i ons i n t he pr ogr am wi t h t he i nt ent of pr ovi di ng
ret roact i ve corr ect i on f or a r easonabl e per i od of t i me. I t i s my under -
st andi ng, f r om di scussi ng t hi s si t uat i on wi t h GAO per sonnel , t hat
t hi s pr ocedur e has al r eady been est abl i shed i n t he Nat i onal Hous i ng
Act , sect i ons 518 ( a ) and 518 ( b) , f or a si mi l ar H U D-rel at ed pr obl em.

Th e provi si ons gi ve ei t her t he VA Admi ni s t r at or or t he Secr et ar y
of H U D t he power t o cor r ect t he defect s, pay t he cl ai ms of t he home-
owner ar i si ng f r om t he defect , or buy t he home f r om t he owner . Wh e n
ei t her Agency buys back a home , t he homeowner i s r ei mbur sed f or hi s
downpayment , f or any pr i nci pal or i nt erest he has pai d, f or movi ng
expenses, and f or l egal f ees he has i ncur r ed, such as cl osi ng cost s.

I woul d f ur t her ar gue t hat , unl ess t hese provi si ons ar e added t o
t he F mHA rural housi ng l oan pr ogr am under sect i on 502, we ma y
have a gr eat er er odi ng of t he Feder al Gover nment ' s credi bi l i t y i n t he
hous i ng mar ket . Th e Agency ma y be t aki ng back homes f r om qual i -
fi ed buyer s onl y t o have t o t ur n ar ound and r epai r t he homes bef ore
t he Agency can resel l t he home . Or t he Agency ma y be sel l i ng t he
homes unr epai r ed at a r educed rat e t o r ecl ai m i t s l oss i n t he i nvest ment .

Regar dl ess of wh o mus t ma ke t he needed repai rs, t he buyer or t he
Feder al Agency, bot h seem t o c ome out t he l oser. I t woul d s eem muc h
wi ser f or us t o i nsur e t hat al l homes bei ng bui l t wi t h Feder al dol l ars
meet t he hi ghest s t andar ds of const ruct i on. We mus t al so i nsur e t hat
we do not l ose massi ve amount s of Feder al dol l ars as a resul t of hav-
i ng t o pur chase back home s not pr oper l y i nspect ed i ni t i al l y, and t hat
we do not pl ace an unf ai r bur den on t he ne w home buyer .

Mr . Chai r man, t hi s i s t he end of my pr epar ed st at ement . I wi l l
par t i ci pat e and gi ve any assi st ance I can,IAcopy of t he br ochur e ref er r ed t o by Congr es s man Myer s
f ol l ows: ]

•
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The Far mer s Ho me Admi ni st r at i on ( F mHA)
provi des l oans in rural areas t o .f i nance homes
a' rid. bui l di ng sites. Rural . areas. * h i d e -oper
count r y and pl aces wi t h popul at i on of 10. 000 or
-less t hat are rural i n charact er and not .cl osel y
associ at ed w it h ur ban areas. Loans ma y be made
in t owns wi t h popul at i ons bet ween. 10, 000 and
20. 000 t hat are out si de of st andar d met ropol i t an
statistical areas if t he Secret ary of Agri cul t ure
and t he Secret ary of Hous i ng and Ur ban
Devel opment fi nd t here is a ser i ous l ack of
mor t gage credi t .

Appl i cat i ons f r om el igible vet erans are gi ‘ en
prel erence. Vet er ans and nonvet er ans mus t meet
t he s ame requi rement s.

Each per son wh o appl i es get s , equal
consi derat i on wi t hout r egard t o race, col or .
creed. sex, mari t al stat us, , or nat i onal . origin.

Ho w Ma y Loa n Funds Be Us e d?

f t p.o. w. owner shi p l oans. ma y be used t o buy;-.
bui t d, i mpr ove. repai r: - or rehabi l i t at e. rural
homes and rel at ed facilities.. and t o provi de

2. adequat e wat er and wast e di sposal Nys enfs
. Home s ma ybe bui l t on i ndi vi dual t ract s or i n
subdi vi s i ons j unds ma y al so be. used t o mod- H.-

homes: ;7-add bat hr ooms , cent ral heat i ng.
moder n ki t chens, and cither i mpr ovement such

. . as dr i si eways. and f oundat i on pl ant i ngs.
Bor r ower s pay buy an exi st i ng house and lot

Or buy a-si t elon whi ch. t o bui l d a home, 1,4.i der, .:
!: certain. , condi t i ons, f unds ma y be used t o

refi nance debt on a firinie.

Wh o Ma y Bor r ow? '

Ho me owner shi p l oans ar e offered t o hel p -
fami l i es wi t h l ow and moder at e i ncome. Thes e
fami l i es must :

1. Be wi t hout decent , safe and. sani t ary
housi ng.

2. Be unabl e t o obt ai n a l oan f r om pri vat e •
l enders on t er ms a nd condi t i ons t hat t hey •
can r easonabl y be expect ed t o meet .
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3. Ha ve suffi ci ent i ncome t o pay hous e ,
payment s , i nsur ance Pr emi ums a nd t axes

•
a nd mai nt enance: Ot her debt s a nd .
necessary l i vi ng eni enSes. Per sons wi t h i n
adequat e r epayment abi l i ty ma y obt ai n co-
si gners f or t he l oan, •

4. P OS S f S S .t he char act er , abi l i t y, ( I nd
ever i ence t o meet : obl i gat i ons.

Under s ome condi t i dns, hol der s of l ong- t erm
l eases on f ar ms or bui l di ng si tes ma y be el igible.

' Wha t Ar e t he Te r ms ? • "

Loans ma y be ma de for up t o 100 percent of
t he 1 : mHA apprai sed Nal ue of t he si te and t he
new home if const ruct i on i nspect i ons wer e ma de
by Fr nHA. Vet er ans Admi ni st r at i on. or De-.
par t ment of Hous i ng and Ur ban Devel opment .
Home s over one year ol d and i mprovement s t o
t hem, al so ma y be f i nanced , wi t h 100 percent ••
loans' . The ma xi mum r epayment , per i od is 33
years.

Is t he Bor r ower Expect ed t o
Ref i nance t he Loa n?

-Far mer s Ho me ' Admi ; ni st r at i On ( Fr n HA)
l oans ma ke it possi bl e f or fami l i es of l ow and
moder at e i ncome t o become owner s of adequat e
homes . Whe n t he f i nanci al posi t i on of t he f ami l y
i mpr oves so t hat . t he l oan can be r ef i nanced'
t hr ough a commer ci al l ender , t he l oan cont ract
provi des t hat thi s shal l be done.

Wh o Det er mi nes Appl i cant.
El i gi bi l i t y? . ,.- . . ,

,

•
,

The Far mer s' Hoi r t e ' Admi ni st r at i on count y
supervi sor usual l y det er mi nes t he eligibility Of
appl i cant s.

Wha t About Si ze
a nd Des i gn of Ho me s ?

Home s wil l be modes t in si ze and cost but
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adequat e t o meet f ami l y needs. Ne w homes aver-
age about 1. 100 squar e feet of l i ving area. Cos t ,
var i es i n di fferent ar eas of t h e COUp t r y ,

Wh o Fur ni s hes Bui l di ng Pl ans?,

Appl i cant s or bui l ders are expect ed t o suppl y
det ai l ed bui l di ng pl ans. speci fi cat i ons, and cost .
est i mat es. Thes e ma y he obt ai ned, f r om any
r el i abl e s our ce. , Th e Fa r me r s Ho me
Admi ni st r at i on has a l i mi t ed number of -pl ans
avai l abl e.

Whe r e Ma y Hous e s Be ' Locat ed?

Hous es will be l ocat ed on desi rabl e sites
an assured suppl y of safe dr i nki ng wat ey and

, sui t able' ar r angement s for sewage di sposal . In.-.
subdi vi si ons, t he houses will he si t ed ma n at t rac-
t ive manner t o avoi d st rai ght l ine monot ony and
t o accent and preserve t he nat ural advant ages of
t opogr aphy, t rees, and shr ubber y. The st reet s;
wat er , and wast e di sposal syst ems shal l ' Meet

- FmH A requi rement s. Funds ma y be i ncl uded in :
t he l oan t ol i nance l awn' seedi ng and l andscapi ng
measur es t hat beaut i fy t he home and ma ke it an
at t ract ive addi t i on t o t he communi t y. •

Ar e Pl ans Revi ewed• 6nd
Is Cons t r uct i on I ns pect ed?

Yes. The Far mer s Ho me Admi ni st r at i on
revi ews t he pl ans and i nspect s. t he cori st rOct i onas:
it progresses.

Wh e n Ca n Cons t r uct i on St ar t ?

Whe n a bor r ower obt ai ns a i o n t o, bui l d
i mpr ove hi s home. he Mus t wai t unt i l . t he l oan is. ,
cl osed before st art i ng const ruct i on or i ncurr i ng
debt s for mat er i al or l abor . _
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Wha t Secur i t y Is Requi r ed?

Each l oan will be adequat el y secured t o
, prot ect t he Gover nment ' s interest.

A i dan-Of mor e t han $2, 500, and any . 16an t o be
repai d i n mor e t han 10 years, wil l be securedbya
mor t gage on t he bui l di ng site or t he f ar m and on
ot her propert y as necessary t o secure t he l oan.

Under cert ain condi t i ons, smal l l oanSmfay' be
secured by a mor t gage on real est ate or ot her
sui t abl e securi ty. „

A l oan of not mor e t han $25. 00 schedul ed for
;r epayment wi t hi n 10 years may be secured under
cert ain condi t i ons by a pr omi ssor y ; t oe.

Ar e Ther e Loan Fees
a nd Ot her iChar gei ?
. •

The • appl i cant pays for t he -legal servi ces
necessary t o guarant ee t hat he has a sat i sfactory
title t o t he si te, for credi t report s. and. , ot her
i ncident al l oan cl osi ng cost s. These expenses

. may be i ncl uded i n t he l oan. •

• Whe r e Doe s On e Appl y?

•' • Ma ke appl i cat i on at t he Far mer s Ho me
• Admi ni st rat i on count y office servi ng t he area in
' whi ch t he house or f ar m service bui l di ngs will be

l ocat ed. •
Anybne unabl e t o l ocat e t he local office may

wri t e t o t he Far mer s Ho me Admi ni st rat i on, U. S.
Depar t ment -of. Agri cul t ure, ;WaShingt t i t i t D. C.
4) 250.

„ .

Ho w Do Ho me Dwner s hi p Loans
Ai d i n Rur al Devel opment ? '

Ho me 0. . vnership l oans are made in keepi ng
wi t h t he Gover nment ' s—goal t d pr ovi dedecent
homes: in sui t able envi r onment s f or , Amer i can

Rpr al housi ng l oans hel vf mat e t hc
ki nd of communi t i es t hat encour age peopl e t o
live in' rural ' ,treat. They hel p check t he, fl ow of

. rural peopl e t o ur ban areas and encour age ur ban
, famil i es t o live in t he count rysi de.
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•

The pr ogr am raises l iving st andards, creat es a
heal t hy envi r onment for fami l y life, and make
rural communi t i es at t ract ive l ocat i ons for t he
! devel opment and expansi on of indust ri es.

J l ñ1e , owner shi p l oans st i mul at e economi c
act ivity i n rural ' communi t i es by i ncreasi ng sales
of, bUi l di ng.thaterials and home furni shi ngs and
provi di ng j obs for Const ruct i on workers.

Is Ther e Ot her Hous i ng Cr edi t ?

The Far mer s Ko me . Admi ni st rat i on al so
.offers:• .

1. - Loans t o bui l d rent al or cooperat i vel y
owned housi ng f or t he elderly and l ow- and
moder at e- i ncome fami l i es.

2. Bui l di ng si te l oans t o l ocal nonprofi t
organi zat i ons t o , buy, devel op, and sel l
home si tes on a nonprofi t basi s t o
appl i cant s eligible f or home owner shi p l oan
assi st ance.

-3. Sel f-help housi ng l oans t o gr oups of l ow-
i ncome rural fami l i es who wor k t oget her on
• t he const ruct i on of thei r homes t o r educe
t he cash cost . Publ i c and pri vat e nonprofi t
organi zat i ons ma y obt ai n grant s t o pr ovi de
t echni cal assi st ance t o such gr oups.

4. Loans , ,t o owner-occupant s wi t h l ow or
moder at e i ncome t o make mi nor repai rs or
bor ne i mpr ovement s.

Wha t Ot her Loans Doe s Far mer s
Ho me Admi ni st r at i on Ma ke ? ,

The agency makes l oans f or buyi ng,
• devel opi ng, and operat i ng fami l y. f ar ms, wat er
devel opment and soi l conservat i on, rural wat er
and wast e di sposal syst ems, devel opi ng smal l
wat ershed projects, f ar m credi t t o rei mbur se for
loss f r om nat ural disaster, ancl.f,or devel opment
of rural busi ness and i ndust ry. ". ' ; ' , . . '

i tovisod Mar ch 1976
4114,114111 SlIghtly fl ovi cod Nkwornbor

fl..
Covi i r namot Vx b . i q . Of t / Gai t 7 4 4 4 7 6
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Mr . PATTERSON. Tha nk you Congr es s man Myer s . The subcommi t t ee
i s awar e of t he pr obl em of s hoddy Far mer s Ho me Admi ni st r at i on con-
st ruct i on i n ma ny areas, and our st aff i n fact , has, as a par t of i ts over -
si ght of bot h HU D and Far mer s Ho me Admi ni st r at i on, part i ci pat ed
i n field hear i ngs t o t r y t o ascert ai n s ome of t hese pr obl ems and sol ve
t hose t hat we can and deal wi t h t he subj ect general l y.

Do you feel t hat t he mai n pr obl em i s i n t he ar ea of new const ruct i on
or exi st i ng housi ng?

Mr . MYERS. I bel i eve mos t of our pr obl ems have been wi t h t he new
housi ng, and mos t part i cul ar l y t he appar ent oversi ght s i n i nspect i on
dur i ng t he const ruct i on of t he new housi ng.

Mr . PATTERSON. Wel l , t hat i s hel pful , because I t hi nk we have had
good exper i ence wi t h t he HUD pr ogr ams i n war r ant yi ng of t he con-
st ruct i on f or a per i od of t i me, and I t hi nk your t est i mony wi l l be hel p-
f ul i n addr essi ng i t wi t h r egar d t o new const ruct i on.

Exi st i ng housi ng i s anot her subj ect . I t i s ver y difficul t, when you
have an ol der home, t o war r ant ever yt hi ng i n t her e whe n possi bl y one
i t em i s r eady t o br eak down and anot her ma y have a l eaky bas ement or
not , as t he case ma y be.

Mr . MYERS. I f I coul d r espond j ust bri efly t o t hat , I t hi nk t hat i s an
accur at e st at ement . I t hi nk t he buyer ent er s i nt o a cont ract f or a new
home wi t h a muc h great er l evel of expect at i on of a successful cont ract
and woul d not have t he frust rat i ons wi t h an exi st i ng home i f a fai l ure
shoul d occur t hat he does wi t h a ne w home.

Mr . PATTERSON. I t hi nk our subcommi t t ee shoul d be abl e t o addr ess
t he new housi ng pr obl ems t hat you refer t o. I a m not so opt i mi st i c
about t he 518( b) pr ogr am on exi st i ng housi ng. We do appreci at e your
t est i mony t oday.

Mr . MYERS. I t hank you f or t he oppor t uni t y.
Mr . PATTERSON. Oh, Mr . Gr assl ey, di d you have s ome quest i ons?
Mr . GRASSLEY. Mr . Myer s , I want ed t o t hank you f or br i ngi ng t hi s t o

our at t ent i on. I want t o al so ur ge you t o wr i t e t o t he chai r man of t he
Depar t ment al Oper at i ons Subcommi t t ee of t he Agr i cul t ur e Comt hi t -
t ee I happen t o be a membe r of t hat subcommi t t ee, and t hi s i s of con-
cer n t o t hem as wel l as t hi s subcommi t t ee. I appreci at e your br i ngi ng
t hi s t o our at t ent i on, and you have done. a good j ob of keepi ng on t op of
t hi ngs.

Mr . MYERS. We wi l l f or war d a copy of our t est i mony and woul d
gl adl y f ol l ow up wi t h stat i st i cs t hat we have exper i enced i n our di st ri ct
ei t her f or t hi s subcommi t t ee or f or t he ot her subcommi t t ee.

Mr . GRASSLEY. Tha nk you.
Tha nk you, Mr . Chai r man.
Mr . PATTERSON. Mr . Myer s , we ar e goi ng t o be havi ng Far mer s Ho me

Admi ni st r at i on t est i fyi ng her e on Wednes day, f or your i nf or mat i on.
You ma y wi sh t o be here, and I assure you we wi l l get t o t he quest i on-
i ng of t he subj ect mat t er t hat you rai sed, and we t hank you agai n f or
your t est i mony and br i ngi ng i t befor e us and congr at ul at e you f or rai s-
i ng t hem and advi se you t hat we t hi nk t he pr obl em ext ends not onl y
i n your di st ri ct , but nat i onal l y as wel l . So, I t hi nk we wi l l be addr ess-
i ng it.

Mr . MYERS.-Thar i k you, Mr . Chai r man.
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Mr . PA=ERSON. Our next t est i mony wi l l be , comi ng f r om Jef f rey
Spr agens , pr esi dent of t he F HC Servi ces, Inc. , i f you woul d l i ke t o
c ome f or war d.

Good af t er noon, and wel come t o t he Subcommi t t ee on Hous i ng and
Communi t y Devel opment . I t i s a pl easure t o have you her e t hi s
af t er noon.

STATEMENT OF J EFFREY SPRAGENS, PRESI DENT, FCH SERVI CES,
INC. , ACCOMPANI ED BY HARRY HORROCKS

Mr . SPRAGENS. Tha nk you, I a m accompani ed by Mr . Hor r ocks who
assist s us i n our l egi sl at i ve wor k.

Mr . Chai r man, F C H Servi ce, Inc. , i s a whol l y- owned subsi di ary
of t he Foundat i on f or Cooper at i ve Hous i ng. We have been t he l argest
sponsor f or cooperat i ve hous i ng i n t he Uni t ed St at es dur i ng t he past
25 year s. We have sponsor ed 70, 000 uni t s of cooper at i ve housi ng t hat
house al mos t a quar t er of a mi l l i on peopl e. We cur r ent l y ma nage
14, 000 uni t s of hous i ng i nsur ed under t he H U D pr ogr ams —t hes e
house anot her 50, 000 peopl e.

Over seas we have hel ped devel op about 40, 000 uni t s of housi ng,
under t he AI D and U. N. pr ogr am.

Toda y i n t he Uni t ed St at es t her e ar e about 500, 000 uni t s of co-
operat i ve hous i ng wi t h al most 1. 2 mi l l i on peopl e. The maj or i t y of
t hese homes ar e l ocat ed i n ur ban areas, and t hey pr ovi de homeowner -
shi p f or peopl e l i vi ng i n mul t i f ami l y hous i ng who woul d nor mal l y
not have t hese advant ages . Of t he 500, 000 uni t s of co- op housi ng,
200, 000 have been sponsor ed under t he H U D pr ogr ams . Mos t of t he
cooperat i ves ser ve l ow- and moder at e- i ncome fami l i es. Thes e ar e t he
housi ng proj ect s t hat we ar e par t i cul ar l y concer ned about . Thi s com-
mi t t ee has j ur i sdi ct i on over t he l aws whi ch have al l owed H U D i nsur ed
cooper at i ve housi ng t o be bui l t . I n t he past f ew year s t her e has been
a pr eci pi t ous decl i ne i n t he pr oduct i on of ne w hous i ng under t he H U D
proo: r ams. We feel t hi s decl i ne has been a resul t of t wo maj or pr obl ems.

The fi rst has been t he gener al decl i ne i n mul t i f ami l y hous i ng pr o-
duct i on, but t he second has been a deemphas i zi ng by H U D of t he co-
operat i ve pr ogr am as wel l as ma ny of i t s ot her pr ogr ams .

Some 20 year s ago Congr ess est abl i shed a speci al assi st ant f or co-
operat i ve housi ng t o r epor t di rect l y t o t he F HA Commi ss i oner . At
one poi nt t he speci al assi st ant had a l arge st aff, bot h l egal and
t echni cal , t o hel p wi t h speci al pr obl ems i n cooper at i ve housi ng. The
st aff has been di smant l ed and t hr ough t hr ee or f our H U D r eor gani za-
t i ons, i t has been spr ead t hr oughout t he whol e depar t ment . Thi s has
ma de i t ver y difficul t t o r espond t o t he par t i cul ar pr obl ems f aci ng
bui l ders, sponsor s, archi t ect s, and t he consumer s i n cooper at i ve
housi ng.

Concer ni ng our speci fi c r ecommendat i ons t o t he subcommi t t ee, t he
Foundat i on f or Cooper at i ve Hous i ng i s a me mbe r of t he Nat i onal
Hous i ng Conf er ence, and we have l ong wor ked cl osel y wi t h t he con-
fer ence. The conf er ence i s hol di ng i t s annual convent i on yest er day
and t oday i n Was hi ngt on, and has c ome f or t h wi t h a set of l egi sl at i ve
r ecommendat i ons .

The conf er ence Pr esi dent , Mr . Leon Wei ner , wi l l t est i fy, I under -
st and, t omor r ow bef or e your subcommi t t ee, and we whol ehear t edl y
endor se al l t he r ecommendat i ons of t he Nat i onal Hous i ng Conf er ence.

(
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Par t i cul ar l y, I woul d l i ke t o say t hat we suppor t t he admi ni s t r a-
t i on' s r equest f or addi t i onal cont r act aut hor i t y f or t he sect i on 8 pr o-
gr a m and f or suppl ement al aut hor i t y f or 1977. We t hi nk i t i s i mpor -
t ant t o r each t he goal of 400, 000 uni t s under sect i on 8, and t hat t he
suppl ement al budget r equest i s necessary t o do t hi s.

We , l i kewi se, suppor t Mr s . Har r i s ' r equest t hat H U D be per mi t t ed
t o ent er i nt o 30- year sect i on 8 cont ract s. We feel t hi s woul d ma ke a
t r emendous di fference, especi al l y, i n al l owi ng co- op hous i ng t o be
bui l t usi ng convent i onal pr ogr ams such as t he savi ngs and l oan as-
soci at i ons and ot her sour ces of convent i onal per manent f i nanci ng.

We wer e di st ressed t o see, however , t hat of t he sect i on 8 aut hor i t y,
50, 000 uni t s of ne w const ruct i on had been t r ansf er r ed t o t he publ i c
housi ng pr ogr am. We suppor t t he publ i c hous i ng pr ogr am, but we
feel i t woul d have ma de mor e sense t o t r ansf er t hose 50, 000 uni t s f r om
t he exi st i ng publ i c hous i ng pr ogr am wher e t her e ar e s ome 172, 000
uni t s set asi de.

We t hi nk one of t he r easons f or t hi s par t i cul ar swi t ch ma y be
because of t he wa y t he sect i on 8 budget aut hor i t y i s cal cul at ed. The
budget aut hor i t y i s subj ect t o a r un- out f or t he t i me of t he ent i re
cont ract . We t hi nk t hi s i s not onl y i naccurat e because t he i ni t i al
budget aut hor i t y i s f or t he ma xi mum—i t i s vi r t ual l y f or t he ent i re cost
of debt servi ce and oper at i ng cost of t he pr oj ect —but al so we feel
it ' s a f or mul a t hat wi l l ver y qui ckl y st op t he adequat e appr opr i at i ons
f or subsi di zed housi ng.

No ot her Feder al pr ogr am t hat I know of cal cul at es f or t he ful l
t er m of t he pr ogr am. A ne w bat t l eshi p, f or i nst ance, doesn' t t ake out
of t he budget t he f unds f or t he whol e t er m of oper at i ng and re-
pl acement s dur i ng t he 30 year s t hat t he pr oduct i s goi ng t o be i n
servi ce.

Sol- t her efore, we r equest and r ecommend t hat t hi s subcommi t t ee
cal l upon t he Budge t Commi t t ee t o c ome up wi t h a, mor e equi t abl e
cal cul at i on of t he budget aut hor i t y, one t hat eval uat es fai r l y t he pr o-
gr a m cost s and consi der s t he good t hat t hese pr ogr ams pr ovi de f or
peopl e who need housi ng.

We ar e ha ppy t o see t hat t he GNMA speci al assi st ance pr ogr am
23, t hat has pr ovi ded hundr eds of t housands of houses dur i ng t hese
t i mes of hi gh i nt erest rat es, appar ent l y wi l l recei ve mor e money. The
t hi rd congressi onal budget resol ut i on pr ovi des budget aut hor i t y f or
rel ease of an addi t i onal $5 bi l l i on.

However , we suggest t hat t he pr ogr am cont i nue t o be admi ni s-
t ered as i t i s and t hat t he i nt erest r at e st ay at 71/ 2 percent . I bel i eve,
t hat t he pr epar ed concept woul d be t hat t he Secr et ar y and t he De-
par t ment of Tr easur y coul d set t he i nt erest r at e anywher e bet ween
t hat and t he mar ket rat e of i nt erest . I n our exper i ence, 71/ 2 per cent i s
hi st ori cal l y hi gh enough f or mi ddl e- i ncome peopl e who wi l l nor mal l y
move i nt o t hi s t ype of hous i ng because of t he mor t gage l i mi t s pl aced
upon t he el i gi bl e housi ng.

Our second poi nt i s t hat wi t h t he mor t gage l i mi t s i nher ent i n t he
pr ogr am, we don' t feel i t i s necessar y t o get i nt o an i ncome test . We
t hi nk t hi s woul d compl i cat e t he pr ogr am, and I know t her e i s si g-
ni fi cant di scussi on i n t hi s Senat e t hat an i ncomes t est be est abl i shed
so t hat t he pr ogr am r eaches l ower i ncome fami l i es. We don' t t hi nk
t hi s i s necessary. We t hi nk wi t h t he mor t gage l i mi t s of t he pr ogr am
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and a 71/ 2 per cent i nt erest r at e t hat ma n y mi ddl e- i ncome f ami l i es
above 120 per cent of t he medi an shoul d not be pr ecl uded f r om t hi s
housi ng.

We have several ot her i t ems t hat I woul d l i ke t o cal l t o t he s ubcom-
mi t t ee' s at t ent i on. We have asked t hat t he Depar t ment of Hous i ng
and Ur ba n Devel opment —al ong wi t h a l ot of ot her publ i c i nt erest
gr oups—r eest abl i sh a pr ogr am t hat H U D put for t h i n t he l at e 1960' s
cal l ed Oper at i on Pushout . We have st udi ed t he budget t hat has been
pr epar ed by out goi ng Secr et ar y Hi l l s and, t aki ng one sect i on al one,
t he sect i on 236 pr ogr am, H U D count s 23, 000 uni t s wi t h pr emor at o-
r i um bona f i de commi t ment s . The y r ecogni ze 16, 000 uni t s t hat ar e still
i n exi st ence. H U D feel s t hat ma ybe onl y 5, 000 or 6, 000 of t hese coul d
get under const ruct i on t hi s year .

Ri ght now I a m on page 17 of my t es t i mony, and t hi s, I t hi nk, i s
of par t i cul ar i nt er es t —or shoul d be —t o t he subcommi t t ee. Our ex-
per i ence al one i s t hat we have been wor ki ng wi t h 2, 500, al mos t 2, 600
uni t s under t hi s sect i on 236 pr ogr am. An d I l i st t hem: 880 i n Ohi o,
825 i n Mi chi gan, 320 i n Kans as , and 374 i n I ndi ana. Thes e ar e proj -
ect s t hat ar e par t i al l y compl et ed i n t hat t he l and has been pur chased
and zoned and i s r eady f or t he r emai ni ng uni t s under t hese pr ogr ams
t hat wer e or i gi nal l y concei ved i n t he l at e 1960' s and ear l y 1970' s but
wer e cut shor t by t he mor at or i um.

I t i s our under s t andi ng t hat t hese uni t s wer e f unded and t hat wi t h.
Oper at i on Pus hout t hese uni t s, and accor di ng t o t he Nat i onal Hous -
i ng Conf er ence, act ual l y 195, 000 uni t s under t he publ i c housi ng pr o-
gr am, sect i on 235 pr ogr am, sect i on 236 pr ogr am, sect i on 8 pr ogr am,
sect i on 202 pr ogr am, and Fa r mer s Ho me pr ogr am, coul d be pr oduced
i n addi t i on t o wha t Secr et ar y Hi l l s suggest ed i n her out goi ng budget .

We woul d r ecommend t hat t he subcommi t t ee s t udy t hi s, and i f
t hey agr ee, encour age H U D t o pur sue an aggressi ve pr ogr am under
an oner P i ni l Pus hout .

We woul d l i ke t o cal l t he subcommi t t ee' s at t ent i on t o a commi t t ee
of f or mer F HA officials, cal l ed t he Commi t t ee t o Revi t al i ze F HA.
Thes e officials ar e ret i red professi onal l evel peopl e who have come
t oget her on a vol unt ar y basi s t o ma ke t hei r exper t i s e—whi ch number s
vi r t ual l y hundr eds of years, under t he F HA pr ogr ams —avai l abl e bot h
t o Congr es s and t o t he admi ni st r at i on t o t r y t o get F HA back i nt o a
post ur e whi ch wi l l effect i vel y pr oduce hous i ng agai n. The mi xt ur e
of publ i c hous i ng wi t h t he t radi t i onal F HA pr ogr ams and t he cur r ent
syst em of r egi onal and ar ea offices has caused severe di srupt i on i n t he
admi ni qt rs t i on of t hese pr ogr ams .

We , by and l arge, feel t hat t he congressi onal pr ogr ams ar e good pr o-
gr ams and t hat st r ong and vi gor ous admi ni st r at i on wi l l pr oduce sub-
st ant i al l y mor e hous i ng t han we have seen i n t he past several years.

Fi nal l y, several cooper at i ve pr ovi si ons have been passed by Congr es s
i n past years. One i s sect i on 203( n) of t he Nat i onal Hous i ng Act .
Sect i on 203( n) woul d pr ovi de badl y needed f i nanci ng f or pur chaser s
i n exi st i ng cooper at i ve housi ng. Cooper at i ve hous i ng i n ma n y cases
has appr eci at ed, l i ke al l ot her housi ng, and because of t he bl anket
mor t gage

'
t her e i s no wa y f or i ndi vi dual s t o buy i nt o i t unl ess t hey

put cash down. Congr es s r ecogni zed t hi s pr obl em and i n l ast 1974
passed an amendment . HTTD now tel l s me t hat t hey hope sect i on 203( n)
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wi l l be act i vat ed wi t hi n t he next mont h. The new admi ni st rat i on seems
muc h mor e posi t i ve on movi ng f or war d, but I still woul d l i ke t o cal l
t o t he at t ent i on of t he subcommi t t ee t hat t hi s provi si on i s still not
act i ve.

Sect i on 246 was al so passed by Congr ess i n 1974, and t hi s woul d
al l ow HU D t o di spose of a cer t ai n number of i ts HUD- owned mul t i -
f ami l y propert i es t o cooperat i ve owner shi p. Exper i ment at i on and
demonst r at i on pr ogr ams have demonst r at ed t hat t hi s i s a vi abl e
al t ernat i ve f or s ome of t he HUD i nvent ory. However , t he regul at i ons
t hat can ma ke sect i on 246 operat i onal have never been pr omul gat ed
or publ i shed by HUD.

Fi nal l y, sect i on 235 was react i vat ed by Secr et ar y Hi l l s. We hope
t hat i t wi l l be a good pr ogr am. Cooper at i ve housi ng was al ways eli-
gi bl e under sect i on 235. The ne w pr ogr am, however , t hr ough j ust
pr obl ems wi t h HUD r ewr i t i ng i ts regul at i ons, i s not el igibl e f or
cooperat i ve housi ng because of t he r ewr i t i ng of sect i on 235 regul at i ons.
HUD tel ls us t hey ar e goi ng t o correct t hi s oversi ght . But , agai n, i t
has been ma ny mont hs , and i t i s still not an oper at i onal pr ogr am.

Mr . Chai r man, t hat concl udes t he hi ghl i ght s of my st at ement . I f
t here ar e any quest i ons t hat ei t her you or ot her member s of t he com-
mi t t ee woul d l i ke t o ask, I woul d cert ai nl y be happy t o t r y t o ans wer
t hem.

Mr . PATTERSON. Tha nk you, Mr . Spr agens. An d wi t hout obj ect i on,
we wi l l ent er t he ful l wr i t t en st at ement t hat you submi t t ed i nt o t he
r ecord.

Mr . SPRAGENS. Tha nk you.
[ The pr epar ed st at ement of Mr . Spr agens , on behal f of F CH Ser v-

ices, Inc. , f ol l ows: ]

8 6 - 0 8 5 0 - 7 7 - pt . 3 - 9
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I NTRODUCTI ON

MR. CHAI RMAN AND MEMBERS OF THE COMMI TTEE:

I a m p l e a s e d t o a p p e a r b e f o r e y o u t o d a y t o p r e s e n t

t h e v i e ws o f F CH S e r v i c e s , I n c . F CH S e r v i c e s , I n c . i s a

wh o l l y - o wn e d s u b s i d i a r y o f t h e F o u n d a t i o n f o r Co o p e r a t i v e

Ho u s i n g a n d i s t h e l a r g e s t s p o n s o r a n d ma n a g e r o f c o o p e r -

a t i v e h o u s i n g i n t h e Un i t e d S t a t e s .

I . COOP ERATI VE HOUS I NG TODAY

To d a y , t h e r e a r e a l mo s t 5 0 0 , 0 0 0 c o o p e r a t i v e h o u s i n g

u n i t s i n t h e Un i t e d S t a t e s h o u s i n g a l mo s t 1 . 2 mi l l i o n p e o p l e .

Th e ma j o r i t y a r e l o c a t e d i n u r b a n a r e a s , a n d p r o v i d e h o me -

o wn e r s h i p f o r c i t i z e n s wh o c o u l d n o t o t h e r wi s e p o s s e s s s u c h

b e n e f i t s . I t h a s b e e n d e mo n s t r a t e d o n ma n y o c c a s i o n s t h a t

c o o p e r a t i v e h o me o wn e r s h i p i s n o t o n l y o f g r e a t b e n e f i t t o t h e

r e s i d e n t s , b u t i s o f t r e me n d o u s v a l u e t o o u r c i t i e s a n d t o t h e

e n t i r e c o u n t r y .

Of t h e 5 0 0 , 0 0 0 c o o p e r a t i v e u n i t s c i t e d a b o v e , o v e r 2 0 0 , 0 0 0

we r e b u i l t u s i n g HUD c o o p e r a t i v e h o u s i n g p r o g r a ms . Th e s e

u n i t s a r e f o r l o w a n d mo d e r a t e - i n c o me f a mi l i e s a n d b y a n d l a r g e

h a v e a c h i e v e d a n o u t s t a n d i n g r e c o r d . I n f a c t , t h e S e c t i o n 2 1 3

c o o p e r a t i v e p r o g r a m i s s o s u c c e s s f u l t h a t o v e r $ 3 0 mi l l i o n o f

mo r t g a g e i n s u r a n c e p r e mi u ms h a v e b e e n r e t u r n e d t o t h e c o o p e r a -

t i v e s b e c a u s e o f t h e i r l o w d e f a u l t r a t e .
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F CH h a s s p o n s o r e d o v e r 7 0 , 0 0 0 u n i t s o f c o o p e r a t i v e

h o u s i n g , v i r t u a l l y a l l o f t h e m u n d e r t h e HUD p r o g r a ms . HUD' s

i n v o l v e me n t wa s i n d i s p e n s a b l e i n a c h i e v i n g t h i s p r o d u c t i o n

r e c o r d . Ho we v e r , i n t h e p a s t f e w y e a r s , HUD h a s v i r t u a l l y

d i s ma n t l e d t h e Of f i c e o f t h e S p e c i a l As s i s t a n t f o r Co o p e r a t i v e

Ho u s i n g a n d h a s s c a t t e r e d i Ls f u n c t i o n s t h r o u g h o u t HUD.

Be c a u s e o f t h i s a n d b e c a u s e o f t h e g e n e r a l s l o wd o wn o f

HUD' s p r o g r a ms , a l l a s p e c t s o f c o o p e r a t i v e h o u s i n g , b o t h

e x i s t i n g a n d p l a n n e d h o u s i n g , h a v e s u f f e r e d f r o m HUD' s l a c k

o f d i r e c t i o n a n d p o l i c y .

F CH b e l i e v e s t h a t t h e r e c e n t d e c l i n e i n c o o p e r a t i v e

h o u s i n g i s u n n e c e s s a r y .

I I . F CH' S RECOMMENDATI ONS

Th e r e f o r e , we a r e s e t t i n g f o r t h t h e f o l l o wi n g r e c o mme n d a t i o n s :
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. THE RECOMMENDED CARTER- HARRI S HOUSI NG AND
COMMUNI TY DEVELOPMENT P ROGRAM

" Th i s c o u n t r y f a c e s s e v e r a l h o u s i n g c r i s e s ; a d e p r e s s e d
h o u s i n g .. i n d u s t r y , b r o a d s e c t o r s o f t h e p o p u l a t i o n
u n a b l e t o o b t a i n d e c e n t h o u s i n g , a n d a d e p r e s s i o n - l i k e
u n e mp l o y me n t r a t e a mo n g c o n s t r u c t i o n wo r k e r s . Th e
s o l u t i o n t o o n e o f t h e s e c r i s e s i s t h e s o l u t i o n t o
a l l o f t h e m. We mu s t r e s u me o u r e f f o r t s t o f u l f i l l
o u r l e g i s l a t i v e p r o mi s e o f a d e c e n t h o me f o r a l l a n d ,
i n s o d o i n g , mo v e t o wa r d a n o t h e r b a s i c n e e d - a
me a n i n g f u l j o b f o r a l l . "

( Fr o m " J i mmy Ca r t e r o n Ho u s i n g , " s u mme r , 1 9 7 6 )

To s p e e d t h e a c c o mp l i s h me n t o f P r e s i d e n t Ca r t e r ' s o b j e c t i v e s

i n h o u s i n g , s u mma r i z e d c o n c i s e l y i n t h e c l o s i n g , p a r a g r a p h o f

h i s c a mp a i g n s t a t e me n t q u o t e d a b o v e , t h e F o u n d a t i o n f o r Co o p e r a t i v e

Ho u s i n g a n d i t s o p e r a t i n g s u b s i d i a r y , F CH S e r v i c e s , I n c .

( i n c o mb i n a t i o n " F CH" ) r e s p e c t f u l l y s u b mi t t o t h e P r e s i d e n t , t h e

Ho n o r a b l e P a t r i c i a Ro b e r t s Ha r r i s , a n d t h e Co n g r e s s , t h e

r e c o mme n d a t i o n s t h a t f o l l o w. Ou r p a r t i c u l a r e x p e r i e n c e a n d

e x p e r t i s e a r e i n c o o p e r a t i v e h o u s i n g , a s o u r n a me i n d i c a t e s , b u t

we r e c o g n i z e t h a t a n e f f e c t i v e c o o p e r a t i v e p r o g r a m mu s t b e p a r t

o f a n o v e r a l l p r o g r a m t h a t a d d r e s s e s e v e r y ma j o r p r o b l e m o f

c o mmu n i t y d e v e l o p me n t .

Ac c o r d i n g l y , F CH s t r o n g l y e n d o r s e s t h e r e c o mme n d a t i o n s o f t h e

Na t i o n a l Ho u s i n g Co n f e r e n c e , I n c . s u b mi t t e d o n De c e mb e r 2 9 , 1 9 7 6 .

We wo u l d e mp h a s i z e t h e i mp o r t a n c e o f t h e i mme d i a t e s t e p s ,

r e c o mme n d e d u n d e r P a r t 1 o f t h a t me mo r a n d u m, t o b e t a k e n " wi t h i n

t h e f i r s t 1 0 0 d a y s " o f t h e Ad mi n i s t r a t i o n .

Th e e s s e n c e o f t h e NHC p r o g r a m i s t o a c t i v a t e e x i s t i n g

p r o g r a ms wh i c h t h e C o a g r c s h a s a l r e a d y a u t h o r i z e d a n d f o r ma n y

o f wh i c h ' f u n d s we r c a p p r o p r i a t e d b u t l a y u n u s e d u n d e r t h e F o r d
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Ad mi n i s t r a t i o n . To g e t t h e s e p r o g r a ms b a c k o n t h e t r a c k , NHC •

i d e n t i f i e s t e n a d mi n i s t r a t i v e c h a n g e s wh i c h t h e Ad mi n i s t r a t i o n

h a s t h e p o we r t o e f f e c t a t o n c e :

a ) " Es t a b l i s h d i r e c t l i n e a u t h o r i t y b e t we e n t h e HUD
As s i s t a n t S e c r e t a r y f o r t h e Of f i c e o f Ho u s i n g -
FHA Co mmi s s i o n e r a n d HUD F i e l d Of f i c e s . "

b ) " Ma x i mi z e u t i l i z a t i o n o f e x i s t i n g f u n d i n g . Cu r r e n t
r e g u l a t i o n s a n d a d mi n i s t r a t i v e a c t i o n s h a v e k e p t
p r o d u c t i o n s u b s t a n t i a l l y b e l o w e x i s t i n g f u n d i n g
l e v e l s . " Th i s r e c o mme n d a t i o n d e a l s wi t h s e v e n
p r o g r a ms : S e c t i o n 2 3 5 , S e c t i o n 2 3 6 , GNMA P r o g r a m
2 3 Ta n d e m, S e c t i o n 8 , P u b l i c Ho u s i n g , F a r me r s
Ho me Ad mi n i s t r a t i o n a n d S e c t i o n 2 0 2 ( El d e r l y a n d
Ha n d i c a p p e d Ho u s i n g ) .

C) " Co mp l e t e s t a f f i n g wi t h c o mp e t e n t a n d s y mp a t h e t i c
p e o p l e f o r k e y HUD, OMB, VA a n d F mHA p o s i t i o n s .
S i mi l a r l y , a p p o i n t s u c h p e o p l e t o t h e Bo a r d o f
Di r e c t o r s o f F NMA a n d F e d e r a l Ho me Lo a n Ba n k Bo a r d . "

d ) " I n g e n e r a l , r e v i t a l i z e HUD a n d F mHA b y r e - e s t a b l i s h i n g
a n a t i o n a l c o mmi t me n t t o me e t h o u s i n g n e e d s a n d n a t i o n a l
g o a l s o f e q u a l h o u s i n g o p p o r t u n i t y b y p r o v i d i n g HUD
a n d F mHA wi t h a s t a f f a d e q u a t e i n n u mb e r s a n d q u a l i t y
o f t r a i n i n g t o p r o c e s s r a p i d l y a n d we l l t h e i n c r e a s e d
n u mb e r o f a p p l i c a t i o n s f o r n e w p r o j e c t s a n d a c c e l e r a t e
t h e p r o c e s s i n g o f r e q u e s t s f o r a s s i s t a n c e f o r
e x i s t i n g p r o g r a ms . "

e ) " No p r e c i p i t o u s r e o r g a n i z a t i o n o f HUD i s n e c e s s a r y , a n d
i t i s n o t n e c e s s a r y t o wr i t e n e w ma j o r p r o g r a ms
i mme d i a t e l y . "

f ) " Es t a b l i s h a c l e a r P r e s i d e n t i a l p o l i c y f o r Af f i r ma t i v e
Ac t i o n t o ma k e f a i r h o u s i n g a n d e q u a l o p p o r t u n i t y
p r o g r a ms mo r e e f f e c t i v e i n a c h i e v i n g n o n - d i s c r i mi n a t i o n
i n a l l HUD p r o g r a ms . "

g ) " Ex i s t i n g Ho u s i n g . A n u mb e r o f s t e p s c a n b e t a k e n
i mme d i a t e l y b y a d mi n i s t r a t i v e a c t i o n wh i c h wi l l
f a c i l i t a t e t h e u t i l i z a t i o n o f c u r r e n t a p p r o p r i a t i o n s . "
Th e s e r e c o mme n d a t i o n s d e a l wi t h r e h a b i l i t a t i o n o f

• e x i s t i n g h o u s i n g , mo d e r n i z a t i o n o f p u b l i c h o u s i n g ,
a n d ma i n t e n a n c e o f h o u s i n g f o r l o w- i n c o me p e o p l e .



h ) " Co mmu n i t y d e v e l o p me n t . Th e c a p a c i t y o f l o c a l
g o v e r n me n t s t o c a r r y o u t e mp l o y me n t - g e n e r a t i n g
a n d d e v e l o p me n t a c t i v i t i e s c a n b e g r e a t l y i n c r e a s e d
b y t a k i n g . . . [ c e r t a i n ] a d mi n i s t r a t i v e s t e p s . . .
Th e s e i n c l u d e u s e o f t h e d i s c r e t i o n a r y f u n d s t o
e n h a n c e o n - g o i n g l o c a l CD p r o g r a ms , a n d t o ma x i mi z e
t h e f u n d s t o h o l d - h a r ml e s s a n d e n t i t l e me n t c o mmu n i t i e s ;
a l s o u s e o f t h e " Ur g e n t n e e d s f u n d s " o f CD t o c o mp l e t e
o n - g o i n g p r o g r a ms . "

i ) " Es t a b l i s h a n i n t e r - a g e n c y F e d e r a l t a s k f o r c e o f a l l
d e p a r t me n t s a n d a g e n c i e s wh i c h i mp a c t o n h o u s i n g t o
a s s u r e b e t t e r c o o r d i n a t i o n a n d d e l i v e r y o f F e d e r a l
s e r v i c e s a n d t o e x p e d i t e t h e r e s o l u t i o n o f d i f f e r i n g
p o l i c i e s a n d p r o c e d u r e s . "

j ) " I n i t i a t e e f f e c t i v e me a s u r e s t o, p r o v i d e a d e q u a t e a n d
f a i r mo r t g a g e f i n a n c i n g f o r a r e a s t h a t h a v e h a d
d i f f i c u l t y r e c e i v i n g a d e q u a t e mo r t g a g e c r e d i t , s u c h
a s i n n e r - c i t y n e i g h b o r h o o d s , d e c l i n i n g n e i g h b o r h o o d s ,
a n d n e i g h b o r h o o d s o f mi n o r i t y c o n c e n t r a t i o n . "

NHC f u r t h e r u r g e s t h e Ad mi n i s t r a t i o n t o i n i t i a t e " a n e f f e c t i v e

OP ERATI ON P US H- OUT wh i c h wi l l p r o d u c e wi t h i n t h e c a l e n d a r y e a r 1 9 7 7

s t a r t s o n mo r e t h a n 2 0 0 , 0 0 0 u n i t s o f h o u s i n g wh i c h a r e a l r e a d y i n t h e

HUD p i p e l i n e i n v a r i o u s s t a t e s o f p r o c e s s i n g . " NEC g o e s o n t o s t a t e ,

" S u c h a n o p e r a t i o n h a s b e e n s u c c e s s f u l i n t h e p a s t a n d wi t h e f f e c t i v e

l e a d e r s h i p p u r s u a n t t o a p r e s i d e n t i a l c a l l , s t a t i n g t h e u r g e n c y o f

ma x i mi z i n g we l l - p r o c e s s e d h o u s i n g p r o d u c t i o n , OPERATI ON P US H- OUT c a n

a g a i n ma k e a s i g n i f i c a n t c o n t r i b u t i o n t o j o b s i n c a l e n d a r y e a r 1 9 7 7 . "

NHC s u g g e s t s t h a t t h e Ca r t e r Ad mi n i s t r a t i o n s h o u l d ma k e c e r t a i n

i mme d i a t e l e g i s l a t i v e r e q u e s t s . Th e s e a r e d e s i g n e d t o ma k e t h e

h o u s i n g p r o g r a ms mo r e e f f e c t i v e a n d t o ma k e t i me l y r e q u e s t s f o r

b u d g e t a u t h o r i t y , a u t h o r i z a t i o n s a n d a p p r o p r i a t i o n s , l o o k i n g t o

F i s c a l 1 9 7 8 a n d b e y o n d . Th e r e c o mme n d a t i o n s a r e d e s i g n e d t o r e s t o r e

e f f e c t i v e a c t i o n t o wa r d t h e n a t i o n a l h o u s i n g a n d c o mmu n i t y

d e v e l o p me n t g o a l s l a i d o u t b y t h e Co n g r e s s a n d Ex e c u t i v e Br a n c h i n 1 9 6 8 .
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F CH r e c o mme n d s , i n a d d i t i o n , t h a t i n t h e a l l o c a t i o n o f r e s o u r c e s

a v a i l a b l e wi t h i n b u d g e t a r y l i mi t s , p r i o r i t y b e g i v e n t o c o mmu n i t y

d e v e l o p me n t i n t h e " i n n e r c i t y . " Th e Na t i o n a l Le a g u e o f Ci t i e s , t h e

U. S . Co n f e r e n c e o f Ma y o r s a n d o t h e r s h a v e d e t a i l e d t h e e me r g e n t

n e e d s o f t h e Na t i o n ' s u r b a n c e n t e r s f o r Fe d e r a l a s s i s t a n c e i n

r e s t o r i n g b l i g h t e d , o f t e n u n i n h a b i t e d a r e a s , r e h a b i l i t a t i n g

p o t e n t i a l l y u s a b l e h o u s i n g , a n d h a l t i n g t h e d e t e r i o r a t i o n o f s t i l l

v i a b l e n e i g h b o r h o o d s . As a p a r t i c i p a n t i n ma n y i n n e r - c i t y p r o g r a ms

o v e r t h e p a s t t we n t y - f i v e y e a r s , F CH k n o ws a t f i r s t h a n d t h e v i t a l

i mp o r t a n c e t o t h e Na t i o n ' s s o c i a l a n d e c o n o mi c we l l - b e i n g o f

r e a l i s t i c a l l y d e s i g n e d a n d f i n a n c e d p r o g r a ms o f c o mmu n i t y d e v e l o p me n t

i n u r b a n c e n t e r s .
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I I . THE ROLE OF COOP ERATI VES I N THE CARTER- HARRI S
HOUS I NG AND COMMUNI TY DEVELOP MENT P ROGRAM

F CH r e c o mme n d s , f o r r e a s o n s d e t a i l e d b e l o w, t h a t h o u s i n g

c o o p e r a t i v e s b e a s s i g n e d a ma j o r r o l e i n t h e Ca r t e r - Ha r r i s p r o g r a m.

A. THE ADVANTAGES OF COOP ERATI VE HOUSI NG

1 . F o r t h e Own e r - Re s i d e n t s

Ho u s i n g c o o p e r a t i v e s p r o v i d e ma n y b e n e f i t s t o t h e i r

o wn e r - r e s i d e n t s .

a ) Own e r s h i p . I n c o n t r a s t t o r e n t i n g , t h e o wn e r - r e s i d e n t ' s
( me mb e r ' s ) s t o c k a n d p r o p r i e t a r y l e a s e o n a d we l l i n g
u n i t i n t h e c o o p e r a t i v e c o n s t i t u t e a g r o wi n g a s s e t a s
t h e b l a n k e t mo r t g a g e i s a mo r t i z e d . Me mb e r s a l s o
p a r t i c i p a t e i n i n c r e a s e d ma r k e t v a l u e t h a t ma y h a v e
a c c r u e d a t t h e t i me h e / s h e l e a v e s t h e c o o p e r a t i v e . Th e
me mb e r ' s s h a r e o f t a x e s a n d i n t e r e s t o n t h e mo r t g a g e a r e
d e d u c t i b l e f r o m t a x a b l e i n c o me .

b ) Re d u c e d c o s t s . Co mp a r e d wi t h t h e s a me q u a l i t y o f r e n t a l
u n i t s , h o u s i n g c o o p e r a t i v e s a f f o r d t h e i r me mb e r s s u b s t a n t i a l
s a v i n g s , r e s u l t i n g f r o m n o n - p r o f i t o p e r a t i o n , p e r s o n a l
t a x b e n e f i t s , a n d l o we r ma i n t e n a n c e c o s t s . As a g a i n s t
s i n g l e - f a mi l y h o u s i n g o r c o n d o mi n i u ms , s a v i n g s c o me f r o m
b l a n k e t mo r t g a g e f i n a n c i n g , b u l k p u r c h a s i n g , a n d l o we r
c o s t mu l t i f a mi l y ma i n t e n a n c e a n d ma n a g e me n t s e r v i c e s .
Tr a n s f e r a b i l i t y o f o wn e r s h i p i n t e r e s t s i s e a s y a n d d o e s
n o t r e q u i r e e x p e n s i v e t i t l e a n d l e g a l f e e s .

c ) Be t t e r ma i n t e n a n c e . S i n c e t h e e n t i r e c o o p e r a t i v e , i n c l u d i n g
t h e i n d i v i d u a l d we l l i n g u n i t s a s we l l a s t h e c o mmo n p r o p e r t y ,
i s o wn e d j o i n t l y b y a l l t h e r e s i d e n t s , t h e me mb e r s t a k e
a n o wn e r ' s r e s p o n s i b i l i t y a n d p r i d e i n ma i n t a i n i n g a l l
t h e i r p r o p e r t y . Al s o , f u n d s f o r p r o p e r ma i n t e n a n c e ,
r e p a i r s a n d r e p l a c e me n t s a r e i n c l u d e d i n t h e mo n t h l y
c a r r y i n g c h a r g e s .

d ) S t a b l e c o mmu n i t i e s . Ho u s i n g c o o p e r a t i v e s e x p e r i e n c e l o we r
t u r n o v e r o f r e s i d e n t s t h a n d o e q u i v a l e n t r e n t a l s . J o i n t
o wn e r s h i p a n d c o n t r o l o f t h e p r o p e r t y r a i s e s t h e l e v e l o f
c o mmu n i t y mo r a l e , e n c o u r a g e s s e l f - p o l i c i n g , a n d r e d u c e s t h e
s e n s e o f t r a n s i e n c y t h a t f r e q u e n t l y i n f e c t s r e n t a l
d e v e l o p me n t s . S e n s e o f c o mmu n i t y k e e p s c r i me d o wn i n
c o o p e r a t i v e s s i t u a t e d i n t r o u b l e d a r e a s .

Mo r e a me n i t i e s . S i n c e c o o p e r a t i v e s a r e d e s i g n e d t o s e r v e
t h e i r o wn e r - r e s i d e n t s , c o mmu n i t y f a c i l i t i e s , s u c h a s
r e c r e a t i o n a n d me e t i n g r o o ms , p l a y g r o u n d s a n d t h e l i k e , a r e
u s u a l l x Ao t t e r p l a n n e d a n d ma i n t a i n e d t h a n i n e q u i v a l e n t
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r e n t a l h o u s i n g . I n a d d i t i o n , ma n y e s t a b l i s h e d c o o p e r a t i v e s b u d g e t
f o r l o n g - r a n g e i mp r o v e me n t s i n c o mmu n i t y a me n i t i e s . Vo l u n t e e r
c o mmi t t e e s a r e e f f e c t i v e i n o r g a n i z i n g a c t i v i t i e s a n d o v e r s e e i n g
ma i n t e n a n c e . Th e s p i r i t o f h o me o wn e r s h i p a l s o s t i mu l a t e s me mb e r s
t o t a k e a n i n t e r e s t i n p r o p e r t y i mp r o v e me n t s wi t h i n t h e i r i n d i v i d u a l
h o me s .

f ) Bu i l t - i n o p p o r t u n i t i e s f o r c o mmu n i t y l e a d e r s h i p .

Ev e r y h o u s i n g c o o p e r a t i v e i s o r g a n i c a l l y a d e mo c r a t i c " mi n i - g o v e r n me n t . "
Ea c h me mb e r h a s a v o t e i n e l e c t i n g t h e Bo a r d o f Di r e c t o r s a n d i n
d e t e r mi n i n g t h e b a s i c p o l i c i e s o f t h e c o mmu n i t y . Th i s p l a c e s d i r e c t
r e s p o n s i b i l i t y f o r t h e we l f a r e o f t h e c o mmu n i t y o n t h e r e s i d e n t s ,
e n c o u r a g e s a c t i v e p a r t i c i p a t i o n i n c o mmu n i t y a f f a i r s , a n d a f f o r d s
o p p o r t u n i t i e s f o r l e a d e r s h i p . Ho u s i n g c o o p e r a t i v e s a r e t r a i n i n g
g r o u n d s f o r d e mo c r a t i c l e a d e r s .

2 . Ad v a n t a g e s t o t h e Co mmu n i t y - a t - La r g e

Th e c o mmu n i t i e s i n wh i c h h o u s i n g c o o p e r a t i v e s a r e s i t u a t e d

s h a r e i n ma n y o f t h e s e b e n e f i t s . Ho u s i n g c o o p e r a t i v e s a r e f o c a l

p o i n t s o f s t a b i l i t y . Th e i r s o u n d f i n a n c i a l p l a n n i n g a n d o p e r a t i o n

ma k e t h e m r e l i a b l e t a x- p a y e r s . Th e i r me mb e r s ' s t a k e i n t h e

p r o p e r t y p r o t e c t s a g a i n s t v a n d a l i s m a n d n e g l e c t , a n d t h e y h e l p

t o ma i n t a i n o r i mp r o v e s u r r o u n d i n g p r o p e r t y v a l u e s . Th e g o o d

c i t i z e n s h i p o f t h e i r r e s i d e n t s k e e p s d o wn t h e c o s t s o f mu n i c i p a l

s e r v i c e s , p o l i c e , f i r e a n d s o c i a l s e r v i c e s i n p a r t i c u l a r . Th e i r

me mb e r s f r e q u e n t l y a r e a c t i v e i n c i v i c a f f a i r s , e x t e n d i n g t o t h e

c o mmu n i t y - a t - l a r g e t h e k n o wl e d g e t h e y h a v e g a i n e d i n o p e r a t i n g

t h e s e s ma l l e r , d e mo c r a t i c o r g a n i z a t i o n s .

Ma n y me mb e r s o f h o u s i n g c o o p e r a t i v e s l e a r n f r o m t h e i r

e x p e r i e n c e s i n t h e s e d e mo c r a t i c o r g a n i z a t i o n s t h a t Ame r i c a n

g o v e r n me n t i s n o t " t h e y " b u t " u s " . Th i s c o n s t i t u t e s a v e r y b a s i c

a n d o r g a n i c c o n t r i b u t i o n t o t i e Na t i o n .

3 . S p e c i a l Ad v a n t a g e f o r I n n e r - Ci t y Ho u s i n g P r o d u c t i o n

Fo r t h e n e w Ad mi n i s t r a t i o n , a i mi n g t o r e s t o r e mu l t i f a mi l y

h o u s i n g p r o d u c t i o n q u i c k l y , c o o p e r a t i v e s o f f e r a v e r y s p e c i a l
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a d v a n t a g e : Th e y a r e i n d e p e n d e n t o f t h e l o n g - t e r m e q u i t y ma r k e t .

Re c e n t e x p e r i e n c e h a s d i s c o u r a g e d e q u i t y i n v e s t me n t i n mu l t i - f a mi l y

p r o j e c t s , e s p e c i a l l y t h o s e f o r b e l o w- me d i a n i n c o me g r o u p s i n t h e

i n n e r c i t y , a n d i t wi l l t a k e a l o n g t i me b e f o r e c o n f i d e n c e i s

r e s t o r e d , e v e n i f t a x s h e l t e r s r e ma i n a v a i l a b l e a n d t h e t h r e a t o f

r e n t c o n t r o l e n d e d . Bu t i n c o o p e r a t i v e s , t h e e q u i t y i s p r o v i d e d

b y t h e o wn e r - r e s i d e n t s ' d o wn p a y me n t s . Co o p e r a t i v e s a r e a t t r a c t i v e

t o b u i l d e r s i f e x i s t i n g HUD p r o g r a ms a r e r e v i t a l i z e d a n d ma d e

wo r k a b l e . Ex p e r i e n c e h a s s h o wn t h a t h o u s i n g c o o p e r a t i v e s , wh e n

p l a n n e d , o r g a n i z e d a n d ma n a g e d b y t e c h n i c a l l y c o mp e t e n t a n d

s e a s o n e d s p o n s o r s a n d p r o f e s s i o n a l ma n a g e me n t a g e n t s , a f f o r d HUD

a n d l o c a l / s t a t e h o u s i n g a g e n c i e s t h e b e s t me a n s f o r u r b a n r e n e wa l

o n r e d e v e l o p me n t s i t e s .
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I I I . S PECI F I C RECOMMENDATI ONS F OR ACTI ON ON
COOPERATI VE HOUSI NG I N THE CARTER- HARRI S P ROGRAM

Th e f o l l o wi n g a c t i o n s c o u l d b e c a r r i e d o u t i mme d i a t e l y b y

t h e S e c r e t a r y wi t h o u t a d d i t i o n a l l e g i s l a t i v e a u t h o r i z a t i o n . I n

f a c t , Co n g r e s s s p e c i f i c a l l y a u t h o r i z e d t h e s e p r o g r a ms , b u t i n t h e

p r i o r Ad mi n i s t r a t i o n , HUD h a s n o t c a r r i e d t h e m o u t .

A. REVI TALI ZATI ON OF OF F I CE OF
S P ECI AL AS S I S TANT FOR COOPERATI VE HOUS I NG

Lo n g a g o , Co n g r e s s a n d t h e P r e s i d e n t r e c o g n i z e d t h e n e e d

wi t h i n HUD f o r s p e c i a l h e l p f o r c o o p e r a t i v e h o u s i n g i f i t wa s t o

f l o u r i s h . Th e Ho u s i n g Ame n d e me n t s o f 1 9 5 5 c r e a t e d t h e s t a t u t o r y

p o s i t i o n o f S p e c i a l As s i s t a n t t o t h e F HA Co mmi s s i o n e r f o r

Co o p e r a t i v e Ho u s i n g . I t p r o v i d e d :

" . . . I n t h e p e r f o r ma n c e o f , a n d wi t h r e s p e c t t o ,
t h e f u n c t i o n s , p o we r s a n d d u t i e s v e s t e d i n h i m b y
S e c t i o n 2 1 3 o f t h e Na t i o n a l Ho u s i n g Ac t , Se c t i o n 2 2 1
( d ) ( 3 ) o f t h e Na t i o n a l Ho u s i n g Ac t , a n d Se c t i o n 1 0 1
o f t h e Ho u s i n g a n d Ur b a n De v e l o p me n t Ac t o f 1 9 6 5
( i n s o f a r a s t h e p r o v i s i o n s o f s u c h s e c t i o n s r e l a t e
t o c o o p e r a t i v e h o u s i n g ) , t h e S e c r e t a r y o f Ho u s i n g
a n d Ur b a n De v e l o p me n t , n o t wi t h s t a n d i n g t h e p r o v i s i o n s
o f a n y o t h e r l a w, s h a l l a p p o i n t a S p e c i a l As s i s t a n t
f o r Co o p e r a t i v e Ho u s i n g , a n d p r o v i d e t h e S p e c i a l
As s i s t a n t wi t h a d e q u a t e s t a f f , wh o s e s o l e
r e s p o n s i b i l i t y wi l l b e t o e x p e d i t e o p e r a t i o n s u n d e r
s u c h s e c t i o n s a n d t o e l i mi n a t e o b s t a c l e s t o t h e f u l l
u t i l i z a t i o n o f s u c h s e c t i o n s u n d e r t h e d i r e c t i o n a n d
s u p e r v i s i o n o f t h e Co mmi s s i o n e r . Th e p e r s o n s o
a p p o i n t e d s h a l l b e f u l l y s y mp a t h e t i c wi t h t h e
p u r p o s e s o f s u c h s e c t i o n s . "

( Emp h a s i s a d d e d )

Fo r ma n y y e a r s , t h e S p e c i a l As s i s t a n t h a d a s t a f f wi t h

c a p a b i l i t i e s a n d p o we r t o h a n d l e l e g a l q u e s t i o n s , a n d

p r o b l e ms o f p r o d u c t i o n a n d ma n a g e me n t . Th e S p e c i a l As s i s t a n t

c l o s e l y c o o r d i n a t e d wi t h FHA p r o d u c t i o n a n d ma n a g e me n t o f f i c i a l s i n
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Ce n t r a l Of f i c e a n d i n t h e F i e l d , a n d wi t h F HA' s g e n e r a l c o u n s e l

o n l e g a l q u e s t i o n s . Th e S p e c i a l As s i s t a n t h a d a u t h o r i t y t o

i n i t i a t e a n d ' s i gn c o r r e s p o n d e n c e p e r t a i n i n g t o c o o p e r a t i v e

h o u s i n g . Th u s , t h e S p e c i a l As s i s t a n t h e l p e d t o c r e a t e s u c h t h i n g s

a s a u n i f o r m s y s t e m o f a c c o u n t s f o r c o o p e r a t i v e h o u s i n g a n d

o t h e r f o r ms c u r r e n t l y b e i n g u s e d b y c o o p e r a t i v e l o a n ma n a g e me n t .

Co o p e r a t i v e h o u s i n g f l o u r i s h e d wh e n t h e Of f i c e o f S p e c i a l

As s i s t a n t wa s i mp l e me n t e d a n d s u p p o r t e d b y HUD.

Un f o r t u n a t e l y , i n t h e l a s t f e w y e a r s , t h e Of f i c e o f t h e

S p e c i a l As s i s t a n t wa s v i r t u a l l y d i s ma n t l e d i n s p i t e o f t h e

s t a t u t e , a n d c o o p e r a t i v e h o u s i n g h a s t a k e n a s t e e p d e c l i n e .

Co n g r e s s r e c e n t l y t o o k n o t e o f t h i s f a c t , a n d t h e Ho u s i n g Ac t

Ame n d me n t s o f 1 9 7 6 i n c l u d e s a n a me n d me n t t o t h e S p e c i a l As s i s t a n t

S t a t u t e wh i c h u p d a t e s t h e d u t i e s o f t h a t o f f i c e , a n d ma k e s c l e a r

t h a t t h e S p e c i a l As s i s t a n t s h o u l d r e p o r t d i r e c t l y t o t h e As s i s t a n t

S e c r e t a r y f o r Ma n a g e me n t a n d P r o d u c t i o n . Th e S e n a t e d e b a t e s i n

Ap r i l , 1 9 7 6 , a r e p a r t i c u l a r l y e n l i g h t e n i n g i n s t a t i n g t h e i mp o r -

t a n c e wh i c h Co n g r e s s a t t a c h e s t o t h e u p d a t i n g a n d s t r e n g t h e n i n g

o f t h e S p e c i a l As s i s t a n t . We s e t f o r t h b e l o w p o r t i o n s o f t h e

d e b a t e wh e r e i n Co n g r e s s a g r e e d u p o n t h e n e e d f o r HUD t o f u l f i l l

t h e r e q u i r e me n t s o f e x i s t i n g l a w:

" . . . By t h i s a me n d me n t , Co n g r e s s i s ma k i n g c l e a r
t h a t t h e l a w r e q u i r e s a n a p p o i n t me n t o f a S p e c i a l
As s i s t a n t wi t h a d e q u a t e s t a f f wi t h t h e s o l e
r e s p o n s i b i l i t y o f e x p e d i t i n g o p e r a t i o n s u n d e r
s e c t i o n s o f t h e Ho u s i n g Ac t d e a l i n g wi t h c o o p e r a t i v e s
a n d t o e l i mi n a t e o b s t a c l e s t o t h e f u l l u t i l i z a t i o n
o f s u c h c o o p e r a t i v e h o u s i n g p r o v i s i o n s .

Th e Co mmi t t e e f e e l s t h a t t h e r e i s a n e e d f o r a
S p e c i a l As s i s t a n t a n d a n a d e q u a t e s t a f f a s
d e mo n s t r a t e d b y t h e f a c t t h a t l l UD h a s b e e n u n a b l e

, t o p r o mu l g a t e r e g u l a t i o n s t o a c t i v a t e s e c t i o n s
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2 4 6 a n d 2 0 3 ( n ) o f t h e Na t i o n a l Ho u s i n g Ac t , e v e n
t h o u g h t h e s e s e c t i o n s b e c a me l a w a l mo s t 2 y e a r s a g o . . .

Th e r e f o r e , t h i s a me n d me n t wo u l d a l s o ma k e c l e a r t h a t
t h e S p e c i a l As s i s t a n t s h o u l d r e p o r t n o t o n l y t o t h e
F HA Co mmi s s i o n e r wh o i s r e s p o n s i b l e f o r c o o p e r a t i v e
p r o d u c t i o n , b u t a l s o t o t h e As s i s t a n t S e c r e t a r y f o r
Ho u s i n g Ma n a g e me n t , wh o i s r e s p o n s i b l e f o r ma n a g e me n t
f o r c o o p e r a t i v e h o u s i n g . . . "

( Co n g r e s s i o n a l Re c o r d - S e n a t e , Ap r i l 2 7 , 1 9 7 6 P . 6 0 1 7 )

Du r i n g t h e l a t e s t HUD r e o r g a n i z a t i o n c r e a t i n g a n As s i s t a n t

S e c r e t a r y f o r t h e Of f i c e o f Ho u s i n g , HUD d i d a c t u a l l y a p p o i n t a

S p e c i a l As s i s t a n t f o r Co o p e r a t i v e Ho u s i n g . Ho we v e r , n o o t h e r

r e q u i r e me n t s o f t h e s t a t u t e we r e i mp l e me n t e d . To f o l l o w t h e l a w,

t h e n e w Ad mi n i s t r a t i o n s h o u l d p r o v i d e f o r t h e f o l l o wi n g c h a n g e s :

( a ) Th e Of f i c e o f S p e c i a l As s i s t a n t f o r Co o p e r a t i v e
Hous i ng s h o u l d b e r e c o n s t i t u t e d s o a s t o f u l f i l l
t h e s t a t u t o r y ma n d a t e a n d c o mp l y wi t h t h e i n t e n t o f
Co n g r e s s a n d t h e P r e s i d e n t . I t i s s u g g e s t e d t h a t
t h e S p e c i a l As s i s t a n t s h o u l d r e p o r t d i r e c t l y t o t h e
As s i s t a n t S e c r e t a r y f o r t h e Of f i c e o f Ho u s i n g - -
Fe d e r a l Ho u s i n g Co mmi s s i o n e r a s r e q u i r e d b y l a w.
Th e S p e c i a l As s i s t a n t s h o u l d b e o n a n e q u a l l e v e l
t o t h e o t h e r Of f i c e s o r o f f i c i a l s wh o r e p o r t t o
t h e As s i s t a n t S e c r e t a r y , s o t h a t c o o p e r a t i v e
h o u s i n g c a n b e f u l l y i mp l e me n t e d .

( b ) Th e S p e c i a l As s i s t a n t s h o u l d b e a u t h o r i z e d t o d e a l
d i r e c Uy wi t h t h e De p u t y As s i s t a n t S e c r e t a r y f o r
As s i s t e d P r o g r a ms ( f o r S e c t i o n 8 c o o p e r a t i v e s ) a n d
wi t h o f f i c i a l s wh o s h o u l d b e i mp l e me n t i n g t h e S e c t i o n
2 4 6 c o o p e r a t i v e p r o g r a m f o r p u r c h a s e o f HUD- o wn e d
p r o j e c t s .

( c ) Th e S p e c i a l As s i s t a n t s h o u l d b e s p e c i f i c a l l y
a u t h o r i z e d t o r e c e i v e a n d ma k e t e l e p h o n e c a l l s
a n d o t h e r d i r e c t c o mmu n i c a t i o n s wi t h b o t h t h e
Ar e a a n d I n s u r i n g Of f i c e s a n d t h e Re g i o n s ; i n
t h i s wa y , i n i t i a l a n d f i n a l c l o s i n g s o n c o o p e r a t i v e
h o u s i n g c a n b e e x p e d i t e d a n d p r o b l e ms s o l v e d l o n g
b e f o r e t h e y b e c o me ma j o r d i f f i c u l t i e s .

( d ) Th e S p e c i a l As s i s t a n t s h o u l d b e a u t h o r i z e d , a s .
h e wa s i n t h e p a s t , t o i n i t i a t e a n d s i g n c o r r e s p o n -
d e n c e i e a l i n g wi t h t h e c o o p e r a t i v e h o u s i n g p r o g r a ms .
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Th e S p e c i a l As s i s t a n t s h o u l d , a s t h e s t a t u t e
r e q u i r e s , h a v e a n a d e q u a t e s t a f f wh o s e s o l e
r e s p o n s i b i l i t y i s t o s e e t h a t t h e e x i s t i n g
c o o p e r a t i v e l a ws a r e f u l l y u t i l i z e d .

We u n d e r s t a n d t h a t HUD Ce n t r a l Ho u s i n g Ma n a g e me n t
i s c u r r e n t l y o r g a n i z e d s o t h a t ma n y o f t h e s a me
f u n c t i o n s a r e d u p l i c a t e d f o r e a c h o f t h e HUD
r e g i o n s . Th e r e f o r e , p e r s o n n e l a s s i g n e d t o s o me
r e g i o n s wh o a r e f a mi l i a r wi t h h o u s i n g c o o p e r a t i v e
c o mp l e x i t i e s a r e b e t t e r a b l e t o d e a l wi t h o p e r a t i o n a l
p r o b l e ms , wh i l e o t h e r r e g i o n s l a c k t h i s e x p e r t i s e
a n d e x p e r i e n c e . I n t h i s r e o r g a n i z a t i o n , Ho u s i n g
Ma n a g e me n t r e s p o n s i b i l i t i e s f o r c o o p e r a t i v e h o u s i n g
s h o u l d b e c o n c e n t r a t e d i n o n e o r mo r e s t a f f me mb e r s
wh o a r e t h o r o u g h l y e x p e r t i n c o o p e r a t i v e h o u s i n g
ma n a g e me n t ma t t e r s a n d t h i s p o s i t i o n s h o u l d r e p o r t
d i r e c t l y t o t h e S p e c i a l As s i s t a n t f o r Co o p e r a t i v e
Ho u s i n g .

( g ) I n t h e 2 0 o r s o F i e l d Of f i c e s wh e r e t h e c o n c e n t r a t i o n
o f h o u s i n g c o o p e r a t i v e s wa r r a n t s , t h e p o s i t i o n o f
h o u s i n g c o o p e r a t i v e s p e c i a l i s t s h o u l d b e r e c r e a t e d .
Th e t a b l e o f o r g a n i z a t i o n s h o u l d s t a t e t h a t t h e
s p e c i a l i s t s wo u l d b e c h a r g e d e x c l u s i v e l y ( i f t h e
wo r k l o a d r e q u i r e d ) o r p r i ma r i l y , wi t h a d mi n i s t e r i n g
t h e c o o p e r a t i v e h o u s i n g p r o g r a m. Th e j o b d e s c r i p t i o n
wo u l d ma k e c l e a r t h a t s u c h a j o b e n t a i l s t h e e x t r a
r e q u i r e me n t s o f me e t i n g t h e Co o p e r a t i v e Bo a r d s o f
Di r e c t o r s a n d s p o n s o r s t o a s s u r e t h e s o u n d p l a n n i n g ,
c o n s t r u c t i o n a n d l o n g - t e r m o p e r a t i o n o f c o o p e r a t i v e
h o u s i n g . Th i s wo u l d n o t r e q u i r e a d d i t i o n s t o e x i s t i n g
s t a f f s , b u t me r e l y a c o n c e n t r a t i o n o f d u t i e s i n o n e
o r mo r e p e r s o n s r e v o l v i n g e x c l u s i v e l y a r o u n d
c o o p e r a t i v e h o u s i n g a c c o r d i n g t o d e ma n d .

B. I MMEDI ATE I MPLEMENTATI ON OF S ECTI ON 203. ( n)

Se c t i o n 2 0 3 ( n ) b e c a me l a w i n l a t e 1 9 7 4 a n d p r o v i d e s HUD

i n s u r a n c e f o r mo r t g a g e s f i n a n c i n g t h e p u r c h a s e o f c o o p e r a t i v e

me mb e r s h i p s i n e x i s t i n g c o o p e r a t i v e h o u s i n g p r o j e c t s wh o s e

mo r t g a g e s a r e i n s u r e d b y HUD. c o n g r e s s s p e c i f i c a l l y s t a t e d t h a t

t h i s n e w p r o g r a m wa s t o ma k e c o o p e r a t i v e o wn e r s h i p c o mp a r a b l e

t o c o n d o mi n i u m o wn e r s h i p . Dr a f t r e g u l a t i o n s f o r S e c t i o n 2 0 3 ( n )

we r e p u b l i s h e d i n t h e s u mme r o f 1 9 7 6 , b u t t h e f i n a l r e g u l a t i o n s
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h a v e b e e n s t a l l e d b e c a u s e o f t e c h n i c a l p r o b l e ms . I f t h i s p r o g r a m

i s n o t ma d e o p e r a t i o n a l i n t h e i mme d i a t e f u t u r e , t h e S e c r e t a r y

s h o u l d ma k e c l e a r t h a t ma k i n g t h i s p r o g r a m o p e r a t i o n a l i s a t o p

p r i o r i t y o f HUD a n d p r o v i d e t h e o r g a n i z a t i o n a l s u p p o r t t o

i mp l e me n t t h i s p r o g r a m.

C . I MMEDI ATE I MP LEMENTATI ON OF S ECTI ON 2 4 6

S e c t i o n 2 4 6 b e c a me l a w i n t h e f a l l o f 1 9 7 4 a n d d r a f t

r e g u l a t i o n s h a v e n e v e r e v e n b e e n p u b l i s h e d f o r c o mme n t . S e c t i o n

2 4 6 ma k e s c l e a r t h a t HUD c o u l d d i s p o s e o f HUD- o wn e d mu l t i f a mi l y

p r o p e r t y t o n o n - p r o f i t c o o p e r a t i v e o wn e r s h i p . Th e n e w S e c r e t a r y

s h o u l d d i r e c t t h e Of f i c e o f P r o p e r t y Di s p o s i t i o n t o i mp l e me n t

t h i s p r o g r a m i mme d i a t e l y i n o r d e r t o g i v e a d d i t i o n a l a l t e r n a t i v e s

i n d e a l i n g wi t h t h e p r o b l e ms o f HUD- a c q u i r e d p r o p e r t i e s . T h e

Co n g r e s s i o n a l Re p o r t s s t a t e d t h a t Co n g r e s s a n t i c i p a t e d t h a t a

s i g n i f i c a n t n u mb e r o f HUD p r o p e r t i e s wo u l d b e d i s p o s e d o f u s i n g

t h e p r o v i s i o n s o f S e c t i o n 2 4 6 .

D. REACTI VATI ON OF COOP ERATI VE
S P ECI AL AS S I S TANCE P ROGRAM ( GNMA P ROGRAM S I X)

Du r i n g t h e e f f e c t i v e l i f e o f F NMA ( n o w GNMA) P r o g r a m 6 ,

wh i c h s t a r t e d Au g u s t 1 6 , 1 9 5 5 , t h e t o t a l a mo u n t o f mo r t g a g e s

p u r c h a s e d b y F NMA/ GNMA wa s $ 3 6 5 , 0 0 0 , 0 0 0 . Th i s f i g u r e r e p r e s e n t s

a t o t a l o f 2 6 , 0 0 0 c o o p e r a t i v e d we l l i n g u n i t s . T h i s s p e c i a l

a s s i s t a n c e p r o g r a m wa s d r o p p e d i n 1 9 6 4 , b e c a u s e i t wa s t h o u g h t

t h a t t h e s u c c e s s f u l c o o p e r a t i v e s n o l o n g e r n e e d e d s p e c i a l f i n a n -

c i n g . P r e s e n t l y , b e c a u s e o f t h e d i s c o n t i n u a t i o n o f t h e p r o g r a m,
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a n d t h e s u b s e q u e n t r i s e i n l o n g - t e r m i n t e r e s t r a t e s , t h e

S e c t i o n 2 1 3 c o o p e r a t i v e f i n a n c i n g i s b a d l y h a mp e r e d b y u n a c c e p t -

a b l e d i s c o u n t s . I n a d d i t i o n , t h e mo n e y b e i n g r e p a i d t o GNMA i n

mo r t g a g e p a y me n t s f r o m t h e s e c o o p e r a t i v e u n i t s i s n o t u s e d t o

f i n a n c e n e w c o o p e r a t i v e h o u s i n g mo r t g a g e s . Th i s p r o g r a m s h o u l d

b e r e a c t i v a t e d a t o n c e s o t h a t t h e r e p a y me n t s wo u l d b e a n

i mme d i a t e s o u r c e o f f i n a n c i n g f o r n e w c o o p e r a t i v e s .

E . LONG TERM CONTI NUATI ON OF TANDEM 2 3 P ROGRAM

Th e Ta n d e m 2 3 P r o g r a m i s a b s o l u t e l y v i t a l f o r t h e

p r o d u c t i o n o f n o n - a s s i s t e d , n e w c o o p e r a t i v e h o u s i n g a n d S e c t i o n 8

c o o p e r a t i v e h o u s i n g . Wi t h o u t t h i s p r o g r a m, d i s c o u n t s a n d i n t e r e s t

r a t e s ma k e i t i mp o s s i b l e t o u t i l i z e t h e S e c t i o n 2 1 3 a n d S e c t i o n

2 2 1 ( d ) ( 3 ) ma r k e t r a t e p r o g r a ms . Th e S e c r e t a r y s h o u l d r e q u e s t t h e

r e ma i n i n g $ 2 b i l l i o n a u t h o r i z e d .

F . WORKABLE S ECTI ON 8 P ROGRAM F OR COOP ERATI VES

Th e S e c t i o n 8 p r o g r a m h a s p r o d u c e d l i t t l e n e w c o n s t r u c t i o n

o f f a mi l y u n i t s . Li k e wi s e , t h e r e h a v e b e e n v i r t u a l l y n o n e w

c o o p e r a t i v e h o u s i n g u n i t s p r o d u c e d r e c e i v i n g S e c t i o n 8 a s s i s t a n c e .

Th e f o l l o wi n g a d mi n i s t r a t i v e c h a n g e s wo u l d ma k e t h e S e c t i o n 8

p r o g r a m c a p a b l e o f p r o d u c i n g n e w c o o p e r a t i v e h o u s i n g :

( i ) Co n t i n u e d l o n g - t e r m a v a i l a b i l i t y o f a s u i t a b l e

f i n a n c i n g v e h i c l e s u c h a s wo u l d b e p r o v i d e d b y t h e Ta n d e m 2 3

p r o g r a m a s d e s c r i b e d a b o v e :

( i i ) A c h a n g e i n t h e r a n k i n g a n d s e l e c t i o n o f S e c t i o n 8

p r o p o s a l o wh i c h a r e d i s c r i mi n a t i n g a g a i n s t c o o p e r a t i v e h o u s i n g

b e c a u s e :

86- 085 0 - 7 7 - pt . 3 - 10
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( a ) P r i o r i t y i s g i v e n t o p r o p o s a l s wh i c h a s k f o r

2 0 % o r l e s s s u b s i d y . Bu i l d e r s g u a r a n t e e p a y me n t s f o r u p t o t wo

y e a r s o n u n s o l d u n i t s i n c o o p e r a t i v e s a t F i n a l Cl o s i n g , a n d t h e y

a r e u n wi l l i n g t o ma k e t h i s g u a r a n t e e u n l e s s a l l o f t h e u n i t s

a r e e l i g i b l e t o r e c e i v e S e c t i o n 8 a s s i s t a n c e .

( b ) HUD g i v e s p r i o r i t y a n d r a n k i n g t o t h o s e

p r o p o s a l s wi t h t h e l o we s t p r o p o s e d c o n t r a c t r e n t s . Th e s e l o we s t

r a t e s wi l l n o t s u p p o r t l a r g e t o wn h o u s e f a mi l y u n i t s a s r e q u i r e d

b y c o o p e r a t i v e s a s d i s t i n g u i s h e d f r o m s ma l l e r , l e s s c o s t l y wa l k - u p

a n d g a r d e n a p a r t me n t s . Th e S e c t i o n 8 p r o g r a m s h o u l d n o t p e n a l i z e

p r o p o s a l s d e s i g n e d t o me e t t h e n e e d s o f f a mi l i e s . .

( c ) S e c t i o n 8 s i t e a n d n e i g h b o r h o o d s t a n d a r d s

d i s c r i mi n a t e a g a i n s t c o o p e r a t i v e s p r o p o s e d f o r u r b a n r e n e wa l

a r e a s . Ur b a n r e n e wa l a r e a s o f t e n h a v e a p a r t i c u l a r l y h i g h

mi n o r i t y c o n c e n t r a t r a t i o n . Ex i s t i n g s i t e a n d n e i g h b o r h o o d

s t a n d a r d s f o r Se c t i o n 8 p r e c l u d e t h e p o s s i b i l i t y o f u s i n g S e c t i o n

8 a s s i s t a n c e i n s u c h a n e n v i r o n me n t .

( i i i ) F a i r - ma r k e t r e n t s . Ev e r y o n e h a s c r i t i c i z e d t h e

i n a d e q u a c i e s o f t h e f a i r - ma r k e t r e n t l i mi t a t i o n s . Bu t c o o p e r a t i v e

h o u s i n g , wh i c h p r o v i d e s h o me o wn e r s h i p , h a s b e e n e s p e c i a l l y h u r t .

Co o p e r a t i v e h o u s i n g s h o u l d b e c o mp a r e d wi t h o t h e r F HA- i n s u r e d

h o me o wn e r s h i p p r o j e c t s r a t h e r t h a n wi t h r e n t a l p r o j e c t s . Th i s

me a n s t h a t t h e ma r k e t - r e n t c o mp a r a b i l i t y t e s t s h o u l d b e e l i mi n a t e d

a s a n u n d e r wr i t i n g c r i t e r i o n f o r c o o p e r a t i v e h o me o wn e r s h i p . HUD' s

p r o c e s s i n g b i a s i s s o g r e a t a g a i n s t c o o p e r a t i v e s t h a t t h e i n s t r u c -

t i o n s f a i l t o i n c l u d e a s c o mp a r a b l e s e v e n t h e S e c t i o n 2 1 3
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c o o p e r a t i v e p r o g r a ms . At a mi n i mu m, c o o p e r a t i v e s s h o u l d

r e c e i v e a n a d j u s t me n t a l l o wa n c e a s i s n o w d o n e f o r e l d e r l y

h o u s i n g . T h e a d j u s t me n t s h o u l d b e l a r g e r t h a n t h e e l d e r l y

h o u s i n g a d j u s t me n t t o r e f l e c t t h e h o me o wn e r s h i p a n d a me n i t y v a l u e s .

( d ) F i n a l l y , HUD s h o u l d p l a c e s p e c i a l e mp h a s i s o n

c o o p e r a t i v e p a r t i c i p a t i o n i n t h e S e c t i o n 8 p r o g r a m. HUD i n s t r u c -

t i o n s d o n o t e v e n me n t i o n c o o p e r a t i v e s a s e l i g i b l e f o r S e c t i o n 8

a s s i s t a n c e . Th i s s h o u l d b e r e me d i e d a n d c o o p e r a t i v e h o u s i n g

e n c o u r a g e d .

G. I MMEDI ATE I S S UANCE OF WORKABLE SECTI ON 2 3 6
COMMI TMENTS ON ALL P REVI OUS LY F UNDED P ROJ ECTS

Ac c o r d i n g t o t h e NHC Re p o r t , t h e r e a r e o v e r 2 3 , 0 0 0

u n i t s o f 2 3 6 p r o j e c t s wi t h b o n a f i d e p r e - J a n u a r y 1 9 7 3 c o mmi t -

me n t s i n c l u d i n g 1 6 , 0 0 0 t h a t HUD s t i l l c o n s i d e r s f u n d e d . A

d i r e c t o r d e r . f r o m t h e S e c r e t a r y p u s h i n g f o r s t a r t s wo u l d ma k e

i t p o s s i b l e f o r a t l e a s t 1 5 , 0 0 0 - 1 6 : 0 0 0 u n i t s t o b e s t a r t e d i n

1 9 7 7 . Th e r e a r e ma n y p r o j e c t s t h a t c a n n o t b e s t a r t e d b e c a u s e

c o s t s h a v e e s c a l a t e d s i n c e t h e p r o j e c t a p p l i c a t i o n s we r e f i l e d

y e a r s a g o . HUD mu s t h a v e a me n d me n t s t o c o s t c e i l i n g s t o r e f l e c t

t h i s a n d s t a r t a l l p r o j e c t s i mme d i a t e l y . Al l r e s t r i c t i v e r u l e s

i s s u e d s i n c e t h e mo r a t o r i u m o n J a n u a r y 1 9 7 3 d e s i g n e d t o s t i f l e

t h e S e c t i o n 2 3 6 p r o g r a m s h o u l d b e r e s c i n d e d i mme d i a t e l y .

F CH a l o n e i s s p o n s o r i n g f o u r t e e n S e c t i o n 2 3 6 p r o j e c t s wi t h

2 , 5 5 9 u n i t s , a n d a t o t a l mo r t g a g e a mo u n t i n e x c e s s o f $ 8 0 mi l l i o n ,

wh i c h h a v e b e e n t e r mi n a t e d b y l o c a l HUD o f f i c e s o n t h e s t r e n g t h

o f t h e s e r e s t r i c t i v e , p o s t - mo r a t o r i u m r u l e s o r h a v e b e e n s u b j e c t
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t o u n r e a s o n a b l e p r o c e s s i n g d e l a y s . Th e s e c o o p e r a t i v e s a n d t h e

n u mb e r o f u n i t s i n e a c h a r e :

Na me o f P r o j e c t Lo c a t i o n No . o f Un i t s

Ag l e r Gr e e n - S e c . 6
Ca n t e r b u r y Me ws
Ce d a r b r o o k - S e c . 2
Gl e n b u r n Vi l l a g e - S e c . 2
Ki n g s b r o o k
Ki r k r i d g e
Li n c o l n wo o d - S e c . 3
Ne w En g l a n d He i g h t s
P i n e Tr e e
Qu a i l Va l l e y
Ri v e r s i d e , S e c . 2 &3
S o u t h wo o d , S e c . 2 , 3 , &4
Wa r r e n S h e r ma n , S e c . 1 &2
Wo o d b r i d g e Co mmo n s , S e c . 3

. Th e s e

s i t e s

c o o p e r a t i v e s c o u l d

h a v e b e e n r e a d i e d ,

b e i n

Co l u mb u s , Oh i o
Ca n t o n To wn s h i p , Mi c h .
Va n d a l i a , Oh i o
Da y t o n , Oh i o
Cl i n t o n Tu r n p i k e , Mi c h .
Va n Bu r e n To wn s h i p , Mi c h .
Ko k o mo , I n d i a n a
Mi d d l e t o wn , Oh i o
La wr e n c e , Ka n s a s
Le n e x a , Ka n s a s
Ri v e r s i d e , Mo .
I n d i a n a p o l i s , I n d .
To l e d o , Oh i o
La n s i n g , Mi c h .

To t a l

p r o d u c t i o n wi t h i n t h e

a r e p r o p e r l y z o n e d a n d h a v e

a n d u t i l i t i e s . I n ma n y c a s e s , b u i l d i n g p e r mi t s h a v e

I n a l l i n s t a n c e s , s u b s i d y mo n e y h a d b e e n s e t a s i d e .

9 8
1 0 0
2 0 0
1 4 0
3 7 5
2 5 0
1 5 0
1 3 2
1 2 0
2 0 0
1 6 0
2 2 4
3 1 0
1 0 0

2 , 5 5 9

y e a r . Th e

l o c a l a p p r o v a l

b e e n i s s u e d .

Mo s t c a s e s

a r e c o n t i n u i n g s e c t i o n s o f c o o p e r a t i v e s t h a t a r e o p e r a t i n g wi t h

s u b s t a n t i a l wa i t i n g l i s t s . Mu c h o f t h e l a n d i s " l a n d - l o c k e d "

a n d c o mp l e t i o n o f t h e o r i g i n a l l y p l a n n e d p r o j e c t wo u l d a l l o w

c o n s t r u c t i o n o f n e e d e d c o mmu n i t y f a c i l i t i e s . A s i n g l e d i r e c t i v e

f r o m t h e HUD S e c r e t a r y wo u l d g u a r a n t e e t h e p r o d u c t i o n o f t h e s e

2 , 6 0 0 u n i t s a n d $ 8 0 , 0 0 0 , 0 0 0 mo r t g a g e s . S t u d i e s b y t h e AF L- CI O

' i n d i c a t e t h a t t h i s wo u l d c r e a t e i n e x c e s s o f 1 , 5 0 0 j o b s a n d 6

mi l l i o n ma n h o u r s o f wo r k .

H. I MMEDI ATE I MP LEMENTATI ON o r SECTI ON 2 3 5
COOP ERATI VE P ROGRAM

. Co o p e r a t v e s . h a v e a l wa y s b e e n e l i g i b l e u n d e r Se c t i o n 2 3 5 .

Wh e n f o r me r S e c r e t a r y Hi l l s r e a c t i v a t e d t h e 2 3 5 P r o g r a m a f t e r



1995

t he , mo r a t o r i u m, s h e s p e c i f i c a l l y s t a t e d i n h e r P r e s s Re l e a s e

t h a t c o o p e r a t i v e s wo u l d c o n t i n u e t o b e e l i g i b l e . Ho we v e r ,

t h e n e w r e g u l a t i o n s d i d n o t ma k e c o o p e r a t i v e h o u s i n g e l i g i b l e .

F CH u n d e r s t a n d s t h a t t h e c o r r e c t i o n s t o t h e s e r e g u l a t i o n s h a v e

b e e n ma d e a n d c a n b e i s s u e d a l mo s t i mme d i a t e l y . F CH u r g e s

S e c r e t a r y Ha r r i s t o r e l e a s e t h e a me n d e d r e g u l a t i o n s a s s o o n

a s p o s s i b l e .

J . COOP ERATI VE HOUS I NG RES EARCH UNDER HUD P ROGRAM
F OR P OLI CY DEVELOP MENT AND RES EARCH

Th e l a c k o f a s t r o n g , f u n c t i o n i n g S p e c i a l As s i s t a n t f o r

Co o p e r a t i v e Ho u s i n g h a s r e s u l t e d i n a s h o r t f a l l i n r e s e a r c h o n

c o o p e r a t i v e h o u s i n g ma t t e r s . Th e S e c r e t a r y i s u r g e d t o s u g g e s t

t o t h e n e w As s i s t a n t S e c r e t a r y f o r P o l i c y De v e l o p me n t a n d Re s e a r c h

t h a t t h i s n e g l e c t b e r e me d i e d i mme d i a t e l y . Th e r e a r e a n u mb e r

o f u r g e n t r e s e a r c h p r o b l e ms wh i c h s h o u l d b e i n c l u d e d i n t h e -HUD

P D&R p r o g r a m. Th e s e i n c l u d e :

1 . Re s e a r c h p r o g r a m t o d e t e r mi n e h o w b e s t t o u s e c o o p e r a t i v e

h o u s i n g f o r t h e d i s p o s i t i o n t o r e s i d e n t s o f HUD- o wn e d

h o u s i n g . Su c h d i s p o s i t i o n i s u r g e d o n HUD b y S e c t i o n

2 4 6 o f t h e Na t i o n a l Ho u s i n g Ac t , wh i c h wa s e n a c t e d i n

1 9 7 4 . As s t a t e d e a r l i e r , i t h a s n e v e r b e e n i mp l e me n t e d

n o r h a v e r e g u l a t i o n s b e e n i s s u e d . On a n u mb e r o f
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o c c a s i o n s , HUD a r r a n g e d t o d i s p o s e o f HUD- o wn e d p r o j e c t s

t o t h e r e s i d e n t s a n d wh e n p r o p e r l y d o n e , t h e r e s u l t s

h a v e b e e n e x e mp l a r y . Ho we v e r , i n r e c e n t y e a r s , t h e

P r o p e r t y Di s p o s i t i o n Of f i c e o f HUD h a s b e e n r e l u c t a n t

t o u s e i t s s t a t u t o r y p o we r s t o d i s p o s e o f p r o p e r t i e s

b y n e g o t i a t i o n , p r e f e r r i n g t o s e l l b y c o mp e t i t i v e b i d ,

e v e n t h o u g h i t i s e a s i l y d e mo n s t r a t e d t h a t HUD wo u l d

g e t mu c h b e t t e r p r i c e s b y n e g o t i a t e d s a l e t o n o n p r o f i t

c o o p e r a t i v e s . I n a s mu c h a s t h e r e i s t h i s d i f f e r e n c e o f

o p i n i o n wi t h i n HUD, a n d HUD f a c e s a ma mmo t h t a s k i n

d i s p o s i t i o n o f HUD- o wn e d mu l t i f a mi l y p r o j e c t s , HUD

s h o u l d c o me u p wi t h d e mo n s t r a t i o n p r o g r a ms a n d o t h e r

r e s e a r c h e f f o r t s t o d e t e r mi n e t h e o p t i mu m wa y o f

d i s p o s i t i o n o f t h e s e p r o j e c t s .

2 . HUD f a c e s a p r o b l e m wi t h ma n y n o n p r o f i t r e n t a l p r o j e c t s

wh i c h a r e i n e c o n o mi c d i f f i c u l t y . I n o r d e r t o a c h i e v e

t h e g o a l s s e t a s q u i c k l y a s p o s s i b l e , HUD s h o u l d s e t u p

R&D p r o g r a ms t o d e t e r mi n e wh e t h e r t h e c o n v e r s i o n o f

p r o j e c t s t o c o o p e r a t i v e h o me o wn e r s h i p wi l l n o t i mp r o v e

b o t h t h e p h y s i c a l a n d f i n a n c i a l a s p e c t s o f t h e p r o j e c t s .

I n ma n y c a s e s t h e n o n p r o f i t s p o n s o r . i s u n wi l l i n g o r

u n a b l e t o s u p p l y t h e f i n a n c i a l a n d mo r a l s u p p o r t wh i c h i t

o r i g i n a l l y u n d e r t o o k . Ho we v e r , t h e r e s i d e n t s t h e ms e l v e s ,

g i v e n t h e o p p o r t u n i t y t o a c h i e v e h o me o wn e r s h i p , a s p a r t

o f a we l l - t h o u g h t - o u t p l a n t o u p d a t e t h e p r o j e c t p h y s i c a l l y ,

wh e r e ne c ds s a r y, c a n o f t e n a c h i e v e t h e s a me t h r o u g h a

c o o p e r a t i v e .



3 Co o p e r a t i v e h o u s i n g c a n b e e x t r e me l y h e l p f u l i n wo r k i n g

o u t t h e p r o b l e ms o f HUD- o wn e d p r o j e c t s i n a r e a s s u b j e c t

t o r e n t c o n t r o l . HUD. h a s t h e a u t h o r i t y t o e x e mp t p r o j e c t s

f r o m r e n t c o n t r o l b u t h a s b e e n u n wi l l i n g t o d o s o ,

p a r t i c u l a r l y i n t h e Ne w . Yo r k a r e a . Ne v e r t h e l e s s , a

HUD- s p o n s o r e d p r o g r a m f o r c o n v e r t i n g r e n t a l h o u s i n g t o

c o o p e r a t i v e h o u s i n g wi l l b e o f g r e a t a s s i s t a n c e t o

t h e i n n e r - c i t y , p a r t i c u l a r l y i n c i t i e s s u c h a s Wa s h i n g t o n ,

wh i c h h a s r e n t c o n t r o l . Th e i n n e r - c i t y r e s i d e n t s o f

l o we r a n d mo d e r a t e i n c o me h a v e n o f e a s i b l e wa y t o a c h i e v e

h o me o wn e r s h i p e x c e p t t h r o u g h c o o p e r a t i v e h o u s i n g . R&D

f u n c t i o n s o f HUD s h o u l d b e s e t t i n g u p p i l o t p r o g r a ms t o

d e t e r mi n e h o w b e s t t o i mp r o v e t h e o wn e r s h i p mi x i n t h e

i n n e r c i t y , u p g r a d e t h e e c o n o mi c b a s e o f t h e i n n e r c i t y ,

a n d a t t r a c t b a c k f r o m t h e s u b u r b s t h o s e f a mi l i e s wh i c h n e e d

a n d a p p r e c i a t e t h e b e n e f i t s o f h o me o wn e r s h i p .

Co n c l u s i o n

Th e l a s t f o u r y e a r s o f HUD a d mi n i s t r a t i o n h a v e ma d e a

mo c k e r y o f t h e h o u s i n g l a ws . Al l o f t h e r e s t r i c t i v e r e g u l a t i o n s

wh i c h h a v e f r u s t r a t e d t h e c o mp l e t i o n o f t h e a b o v e - c i t e d u n i t s

s h o u l d b e i mme d i a t e l y r e s c i n d e d . F CH k n o ws f r o m d i r e c t i n v o l v e -

me n t i n t h e s e p r o j e c t s t h a t s u c h a n o r d e r wo u l d p r o d u c e t e n s o f

t h o u s a n d s o f u n i t s t h i s f i s c a l y e a r . P r e s i d e n t Ca r t e r h a s c o me

t o o f f i c e wi t h r h e 1 , a nda t e t o r e d u c e t h e u n e mp l o y me n t r a t e t h a t

h a s b a d l y c r i p p l e d t h e b u i l d i n g i n d u s t r y a n d t o f u l f i l l t h e l a w o f

t h e l a n d wh i c h ma n d a t e L a d e c e n , h o me a n d s u i t a b l e l i v i n g

e n v i r o n me n t f o r a l l Ame r i c a n s . S e c r e t a r y Ha r r i s h a s a s s u me d t h e

t r e me n d o u s r e s p o n s i b i l i t y t o s e e t h a t t h i s i mp o r t a n t g o a l o f

P r e s i d e n t Ca r t e r i s a c c o mp l i s h e d .
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Mr . PATTERSON. On page 4 of your t est i mony, ( a ) est abl i sh di rect-
l i ne aut hor i t y bet ween t he H U D Assi st ant Secr et ar y f or t he Offi ce of
Hous i ng- F HA Commi ss i oner , and H U D field offices; t hi s was one of
your suggest i ons. No w, can you expand on t hi s f or t he r ecor d, pl ease,
as t o wha t you me a n by t hat st at ement ?

Mr . SPRAGENS. Yes . _ _
We at t he Nat i onal Hous i ng Conf er ence t al ked a l ot about t hi s

pr obl em t hi s past weekend. I t s eems t hat t he t radi t i onal F HA pr o-
gr ams t hat use F HA mor t gage i nsur ance suffered subst ant i al l y whe n
i n l at e 1968 under a r eorgani zat i on br ought f or t h by Secr et ar y
Romne y, t he r egi onal offices t hat r an al l of t he H U D pr ogr ams except
t he F HA mor t gage pr ogr ams , wer e decent ral i zed i nt o s ome 80-pl us
ar ea offices. I t was t he Secret ary' s hope t hat each ci t y or geogr aphi cal
ar ea of t he count r y woul d be servi ced by a cl oser- t o- t he-peopl e, ful l-
servi ce H U D office, and t hi s r eor gani zat i on i s i n al l ar eas of ur ban
r enewal , al l t ypes of H U D pr ogr ams .

Ther e was a compl et e r eor gani zat i on i n an effort t o ma ke ever yone
i n t hat office an exper t on al l aspect s of t he H UD pr ogr ams . So, con-
sequent l y, col l eagues of mi ne who wer e F HA cl osi ng at t orneys t hen
became publ i c housi ng, ur ban r enewal , model ci t ies, open space, and
ot her exper t s over ni ght . Wel l , of cour se, t hi s di d not happen, and
has caused ma ny difficult ies. At t he s a me t i me, di f ferent peopl e i n t he
ar ea offices r epor t ed t o di fferent undersecret ar i es. For i nst ance, t he
mana gement peopl e di d not r epor t t o t he F HA Commi s s i oner ; t hey
r epor t ed t o Assi st ant Secr et ar y f or Hous i ng Management .

No w, t hi s has been r emedi ed s omewha t i n t he r eorgani zat i on of
about 4 or 5 mont hs ago, but i t sti ll i s not cl ear t hat t he Assi st ant
Secr et ar y f or Hous i ng can gi ve a di r ect or der out t o a field office
wi t hout goi ng t hr ough t he r egi onal office, and i t i s sti ll not cl ear t hat
a r egi onal per son r epor t s di rect l y t o t hat Assi st ant Secr et ar y f or
Hous i ng. The Secr et ar y has di rect-l i ne aut hor i t i es t hat bypass t he
Assi st ant Secret ary.

On t he publ i c housi ng si de of t hi ngs, i t has been an equal di sast er.
The exper t s t hat wer e i n t he r egi onal offices t hat ser ved publ i c hous-
i ng wer e t aken and spr ead t o t hese 88 offices. The ent i re process has
been di l ut ed, and t he publ i c housi ng peopl e feel t hey cannot get t he
servi ce t hey need t o bui l d publ i c housi ng.

No w, i f you put a mor at or i um on hal f or mor e of t he pr ogr ams , and
i f t he pr ogr ams suffer a 70-percent decl i ne, as t hey have i n t he past 3
or 4 year s, t hen t hat i s one expl anat i on wh y t her e hasn' t been mor e of
a hue and cry. But i f we ar e ever t o get back t o t he nor mal l evel s of
H U D mul t i f ami l y pr oduct i on, we feel t hat t he cur r ent syst em mus t be
changed- An d I feel t hat I can s ay wi t h s ome degr ee of cer t ai nt y t hat
al most ever yone i n t hi s i ndust r y feel s t hat way, t hat t he Assi st ant
Secr et ar y f or Hous i ng- F HA Commi ss i oner has t o have a di rect-l i ne
aut hor i t y t o t he peopl e t hat i ni t i at e t he t aki ng of appl i cat i ons, pr ocess
t he cases, and ar e responsi bl e f or meet i ng deadl i nes and i ssui ng
commi t ment s .

An d t hat i s a l ong answer . I a m sor r y I went so l ong. But i t i s
somet hi ng we feel st r ongl y about .

Mr . PATTERSON. We have hear d si mi l ar compl ai nt s, and I t hi nk your
l engt hy expl anat i on ma de i t a l ot mor e cl ear t o t he subcommi t t ee.

Tha nk you.
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On page 9, you speak of cooperat i ves, of " I n cooperat i ves, t he equi t y
i s pr ovi ded by owner -resi dent s' downpayment s . "

Woul d you expand upon t hat st at ement ?
Mr . SPRAGENS. Thi s sect i on deal s wi t h s omet hi ng t hat H U D has

asked us t o hel p f or mul at e. Nor mal l y, H U D- i nsured hous i ng i s bui l t
wi t h a mor t gage t hat , wher e t he proj ect s ar e nonprof i t rent al s or coop-
erat i ves, i s 100 per cent of t he cost of t he proj ect ; or f or sect i on 213
cooperat i ves, 98 per cent of t he t ot al cost of t he proj ect ; or a 90-percent
mor t gage f or profi t- mot i vat ed pr i vat e i nvest ors.

I t i s our f eel i ng t hat several t hi ngs have t aken a wa y t he r eal i m-
pet us f or pr i vat e i nvest ment i n i nner-ci t y si t uat i ons. One has been t he
bad exper i ence t hat i nvest or s have had i n i nner ci t ies. No. 2, has been
t he f act t hat r ent cont rol i s muc h mor e l i kel y t o be pr esent i n a l arge
met r opol i t an i nner- ci t y envi r onment . No. 3, t he t ax shel t er provi si ons
t hat we have had i n t he l ast 5 or 6 years, ar e i n gr eat j eopar dy. The
Tr easur y Depar t ment , j ust bef ore t he l ast admi ni st r at i on went out ,
pr epar ed a ver y rest ri ct i ve r egul at i on t hat wa s not i ssued but , we
under s t and, i s bei ng consi dered careful l y. -So wha t we ar e sayi ng i s —i n a cooperat i ve proj ect , t he peopl e t hat
suppl y t he di fference bet ween t he mor t gage and t he cost of t he proj ect
ar e not i nvest or s l ooki ng f or a r et ur n on t hei r money, but t hey ar e l i ke
a homeowner , j ust l i ke you or I whe n we go out t o buy a house. We put
up t he di fference bet ween t he mor t gage and t he sel l i ng pr i ce.

So we know t here i s a de ma nd i n al mos t ever y ci t y of t he Uni t ed
St at es f or bet t er housi ng, i f i t i s at t he r i ght pri ce, i n cent er ci t y ur ban
nei ghbor hoods. An d we feel t hat t he co- op housi ng i s a ver y good and
at t ract i ve al t ernat i ve t o pr ovi de t he addi t i onal money needed beyond
t he mor t gage mone y suppl i ed by HUD. An d we have done al most
16, 000 uni t s i n downt own Det roi t , her e i n Was hi ngt on, Ne w Yor k,
al most ever y l ar ge ci t y i n t he count r y, and peopl e come and buy as
muc h as t hey can get .

Mr . PATTERSON. I s t hi s l i ke one mor t gage f or t he ent i re st ruct ure,
and t hen each per son bear s an obl i gat i on i n rel at i on t o t he whol e?

Mr . SPRAGENS. Yes . And , l egal l y, a cor por at i on owns t he proj ect ,
and t he shar es of st ock ar e onl y sol d t o t he peopl e t hat buy and l i ve
i n t he proj ect . An d t hat shar e of st ock gi ves you a r i ght f or a per pet ual
l ease of 100 year s t o l i ve i n t hat uni t , as l ong as you pay your mont hl y
shar e of cost s. But t he mor t gage i t sel f i s secur ed by t he mul t i f ami l y
proj ect , and a mul t i f ami l y manager manages t hi ngs f or t he peopl e.
An d t he t ax deduct i bl es, t he i nt erest and t he real est at e t axes, ar e cal cu-
l at ed and at t r i but ed t o each uni t . An d at t he end of t he year each me m-
ber i s t ol d how muc h wa s at t r i but ed t o hi s uni t , and he i s al l owed t o
deduct i t f r om hi s i ncome t ax.

Mr . PATr ERSON. Does t he owner have t o be a r esi dent ?
Mr . SPRAGENS. Unde r t he H U D pr ogr ams , yes.
Mr . PATTERsorr . An d i f t he owner - resi dent sell s, ar e t her e rest ri c-

t i ons on t he sal e?
Mr . SPRAGENS. I f t he proj ect i s subsi di zed by sect i on 236 or sect i on

8, he has t o sel l i t f or a pr i ce t hat ma y be l ess t han t he mar ket f or t he
first 20 years. I n ot her wor ds , he i s not al l owed t o specul at e because
of t he 3 per cent or 1 per cent f i nanci ng t hat t he Gover nment has pr o-
vi ded. Ther e i s an art i ficial rest ri ct i on on t he bui l dup i n equi t y.
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Thi s i s l i ke an L D or a profi t- mot i vat ed proj ect . Yo u can' t r ef i nance
i t f or 20 years. So i f you bui l d on a desi rabl e site, i n 5 years, say, wel l ,
gee, I can ki ck out al l t he l ow- i ncome peopl e and br i ng i n moder at e-
i ncome peopl e and put a ne w mor t gage on i t and ref i nance, you can' t
do t hat .

Mr . PATTERSON. I f i t wa s appr eci at i ng great l y, t he wa y t hi ngs ar e
nat i onal l y, cer t ai nl y, i n ar eas l i ke t hi s and l i ke sout her n Cal i forni a,
t her e i s a rest ri ct i on so t hat a per son coul d not t ur n ar ound and sel l f or
$20, 000 equi t y on t hei r par t ?

Ther e i s a rest ri ct i on i n t er ms of t hat equi t y i ncr easi ng over t he 20
year s; i 4 t hat cor r ect ?

Mr . SPRAGENS. I f t her e i s a subsi dy; i f t her e i s no subsi dy, i t i s
$20, 000 or what ever t he mar ket wi l l pay.

Mr . PATTERSON. Ho w woul d you charact er i ze t he i ncome l evel s of co-
operat i ve owner s i n i nner-ci t y ar eas?

Mr . SPRAGENS. The y ar e at t he absol ut e upper end of wha t i s al l owed
under t he mor t gage l i mi t at i ons. I n ot her wor ds , our pr ogr am has al -
wa ys mai nl y at t ract ed t he upwar d-mobi l i t y peopl e. Our peopl e st ay
l onger t han i n r ent al hous i ng because of t he t ax advant ages , but , by
and l arge, i t i s at t he absol ut e upper l i mi t .

We have a H U D mor t gage credi t t est t o meet t hat a r ent al t enant
does not have t o meet , so we have t o go t hr ough an asset t est and ot her
tests. So t hat t ends t o for ce up t he i ncome.

Mr . PATTERSON. On page 13, t he i mmedi at e i mpl ement at i on of sec-
t i on 203 ( n ) , coul d you expand on t he r easons t hat t hi s pr ogr am i s
pot ent i al l y so val uabl e?

Mr . SPRAGENS. Wel l , H U D bel i eves t hat whe n t hey do i mpl ement i t ,
i t wi l l not be avai l abl e f or t he subsi di zed pr ogr ams , at l east i ni t ial ly.
I t s val ue i s i n t hat t her e ar e over 100, 000 uni t s of nonsubsi di zed co-
oper at i ve housi ng, and t hese uni t s ar e real l y bei ng depr essed i n t he
mar ket pl ace because t hey have bui l t up equi t i es. An d your exampl e of
$20, 000 i s act ual l y one t hat s eems t o be r i ght about t he aver age.

• Pr oj ect s j ust several bl ocks f r om her e t hat wer e bui l t i n t he 1960' s
wi t h unsubsi di zed H U D mor t gages now cost about $20, 000 t o move
i nt o. An d now, because of t he wa y t he l aw t reat s an owner shi p r i ght
i n a cooperat i ve, t he pur chaser real l y has t o put up cash or t ake a 3-
year l oan t hat i sn' t as compet i t i ve as a l oan t o buy a car .

Mr . PATTERSON. The y can' t get any ki nd of a secur ed l oan or sec-
ond mor t gage?

Mr . SPRAGENS. No. I f sect i on 203( n) wer e at t ached t o i t , al l of t he
l ocal f i nanci ng i nst i t ut i ons woul d be el i gi bl e, t hen, t o ma ke real -est at e-
t ype l oans. An d because r egul at i ons of t he i nsur ance compani es and
l ocal t hri f t i nst i t ut i ons nar r owl y def i ne an el i gi bl e l oan as one t hat i s
r ecei ved by a first l i en agai nst a pr oper t y, t he co- op st ock i nt erest j ust
does not c ome under t hat defi ni t i on. But si nce t he l at e 1930' s t her e
has al ways been an exempt i on f or F HA- i nsured l oans. So sect i on 203
( n ) woul d al l ow peopl e t o mor e f r eel y t r ansf er t hei r uni t s and woul d,
i n effect , keep t he uni t s economi cal l y heal t hy.

Mr . PATTERSON. An d descr i be t hi s aga i n—you pr obabl y -l ust di d
i t —how t hey woul d come up wi t h t he downpayment , or . i nst ead of
t hat , wha t can t hey do, a ne w pur chaser under sect i on 203.

Mr . SPRAGENS. H U D woul d val ue t he uni t . A ma n f r om t he si ngl e-
f ami l y depar t ment of H U D woul d c ome out and val ue a par t i cul ar
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co- op uni t . An d i f t he uni t wer e val ued, say, at $30, 000, he woul d appl y
t he 203( n) downpayme nt rat i o t o $30, 000, and t hen he woul d sub-
t r act f r om t hat t he amount of t he bl anket mor t age t hat i s at t r i but abl e
t o t hat uni t . An d l et us s ay i t coul d be $10, 000, and t hat woul d l eave a
$20, 000 equi t y. An d you ma y be abl e, t hen, t o get an $18, 000 l oan on
t hat equi t y, f or i nst ance.

I t woul d gi ve i t compar abl e f i nanci ng as i f i t wer e a si ngl e- f ami l y
uni t or a condomi ni um uni t . An d t here was gr eat ear e t aken by t he
counsel of t he commi t t ee t o wr i t e i t i n t hat manner .

Mr . PATTERSON. But t hi s ne w i nst r ument , or what ever i t i s, t hat
woul d al l ow a per son t o get i n wi t h, say, $2, 000 down and f i nance $18, -
000, wha t i s t he secur i t y behi nd t hat ?

Mr . SPRAGENS. The secur i t y behi nd i t i s t he shar e of st ock i n t he
cor por at i on and t he per pet ual l ease t o l i ve i n t hat uni t . And , l egal l y,
i t i s j ust as good as any ot her r i ght you coul d have i n pr oper t y. Al l
r i ght s i n pr oper t y have s ome ki nd of encumbr ance on t hem, and her e
t he encumbr ances ar e no ( Treat er t han i n a condomi ni um or any ot her
mul t i f ami l y st ruct ure wher e you can' t put a nai l t hr ough your nei gh-
bor ' s wal l , or ot her t hi ngs t hat hur t t he st ruct ure of t he bui l di ng.

Mr . PATTERSON. I n essence, i t woul d be l i ke a second secur ed l oan
on occupancy of t he par t i cul ar uni t .

Mr . SPRAGENS. Tha t i s r i ght .
Mr . PATTERSON. An d i t woul d r un wi t h t he uni t ?
Mr . SPRAGENS. Tha t i s correct .
Mr . PATTERs oN. I have j ust one l ast t hi ng, I t hi nk, on page 18. I

not i ce you l ist a number of proj ect s. Vi r t ual l y al l of t hem, or j ust about
al l of t hem, appear t o be i n r egi on V out of Chi cago. Mos t of t hem, or
Ohi o or Mi chi gan.

An d I guess my quest i on, my basi c quest i on, i s wh y i s i t wi t hi n onl y
one par t i cul ar r egi on? Does i t have somet hi ng t o do wi t h t he wa y t he
nat i onal needs ar e, or does i t have t o do wi t h t he wa y t he r egi onal
H U D offices oper at e?

Or i s i t t he st ruct ur e of your organi zat i on, or r ecogni zi ng commi t t ee
assi gnment s , or what ?

Mr . SPRAGENS. I t does, t o a cer t ai n ext ent , r ecogni ze our oper at i on,
whi ch has t radi t i onal l y wor ked i n t he Mi dwes t , al t hough we have
done s ome 2, 000 uni t s i n Cal i forni a. The ma i n r eason i s t hat , at t he
t i me of t he mor at or i um i n J anuar y 1973, we had 25, 000 uni t s t hat
wer e l i ke t hi s t hat got was hed out , over a $2 mi l l i on i nvest ment on our
par t , and over a $10 mi l l i on i nves t ment on t he par t of bui l ders.

Thes e proj ect s ar e t he ones t hat , even si nce J anuar y of 1973, ar e
sti l l wi t hi n t he pi pel i ne and wher e t he bui l der s ar e sti l l r eady t o bui l d.
An d t hese ar e prospect s we have kept i n t ouch wi t h. Sever al of t hese,
we have appl i ed f or sect i on 8 appl i cat i ons. So i t doesn' t real l y have
anyt hi ng t o do wi t h r egi on V. I t i s mai nl y t hat , of t hat 25, 000 uni t s,
t hese ar e t he ones l ef t over .

Vi r t ual l y al l of t hese proj ect s, except f our of t hem, ar e act i ve, goi ng
proj ect s r i ght now. An d t hi s woul d r epr esent t he compl et i on of t he
or i gi nal l y pl anned proj ect s. The y al l have wai t i ng l ists, and, as I say,
t he bui l der s have kept t he gr ound, or t he l andowner s , have kept i t
avai l abl e. Yo u ar e somet i mes l andl ocked; t her e i s not hi ng el se t o do
wi t h it .
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An d we al so sel ect ed i t because we feel r easonabl y sur e t hat t he
mone y i s sti ll s omewher e over at HUD, t hough t hey ar e not sur e wher e
i t is.

Mr . PATTERSON. Tha nk you.
Mr . Gr assl ey ?
Mr . GRASSLEY. Yes .
I n t he hi st ory of cooperat i ve housi ng, par t i cul ar l y as i t has been

rel at ed t o Feder al hous i ng pr ogr ams , have you general l y r un i nt o
phi l osophi cal opposi t i on t o hel pi ng cooper at i ve hous i ng wi t hi n var i ous
admi ni st r at i ons?

I a m not aski ng f or you t o poi nt out a speci fi c admi ni st r at i on, but
I a m speaki ng ver y general l y. Do you r un i nt o t hi s sor t of opposi t i on?

Mr . SPRAGENS. Somet i mes . An d usual l y i t i s based upon a l egal
t heoret i ci an' s vi ewpoi nt of wha t i s owner shi p, and i t i s gener al l y not
based on t he operat i on, because t he proj ect s usual l y oper at e wel l . I f
t hey don' t , t hey do cause a l ot of pr obl ems, because you have 200 peopl e
t hat act l i ke homeowner s and who al l wi l l cal l t he H U D office a nd
compl ai n i f t her e i s a pr obl em.

Repr esent at i ve Myer s wa s t al ki ng about , and he ma de me t hi nk
about , t he l eaky basement s . Wel l , whe n we have a l eaky basement i n
a co- op, we have got 200 peopl e t hat cal l t hat H U D office and ma ke a
ver y bi g compl ai nt about it .

Mr . GRASSLEY. But you don' t r un i nt o t he s a me opposi t i on f r om
t he pr i vat e sect or , pr i vat e busi ness, t hat you do, f or i nst ance, i n rur al
ar eas wher e we do f r om smal l bus i nessmen who see cooperat i ves as
unf ai r compet i t i on?

Mr . SPRAGENS. No ; rarel y. Occasi onal l y, a l andl or d wi t h an unsub-
si di zed proj ect feel s t hat we mi ght dr ai n s ome peopl e away, but t hat
i s, I don' t feel t hat t her e i s any mor e di scr i mi nat i on t han ma ybe f or
r ent n1 proj ect s. Ther e has been ver y li t t le of t hat .

Mr . GRASSLEY. I appr eci at e your cl ear i ng t hat up f or me , because
somet i mes t hat i s t he opposi t i on t hat you hear about cooper at i ves gen-
eral l y, and I t hought ma ybe t hat woul d appl y t o cooper at i ve housi ng.

Mr . SPRAGENS. No ; I don' t . t hi nk i t has.
Mr . GRASSLEY. The n you di d t al k about t he advant ages of cooper a-

t i ve housi ng f or t he communi t y at l arge, and par t i cul ar l y t o i nner
ci t y hous i ng pr oduct i on.

I s t her e a rol e f or cooperat i ve housi ng, i n rur al areas, and how do
you—a nd has t her e been any i nt erest i n t hat di r ect i on?

Do you see any possi bi l i t y f or t he fut ur e, as s umi ng t hat t her e has
been i n t he past ?

Mr . SPRAGENS. We wer e gi ven a s t udy by t he For d Foundat i on i n
t he ear l y 1960' s, bef or e I was act i vel y i nvol ved i n our company, t o
St udy rur al housi ng. An d we have been abl e t o bui l d several proj ect s
t hat real l y ar e i n r ur al areas. But t he maj or pr obl em has been t hat
t he Depar t ment of Agr i cul t ur e' s Fa r mer s Ho me Admi ni s t r at i on has
real l y been agai nst cooperat i ves, and why, I a m not sur e.

We as a compa ny have had pr obl ems i nt erest i ng our t radi t i onal
ur ban bui l der s t o bui l d wher e you have a l i mi t at i on of 50 uni t s or less.
An d we j ust have not been abl e t o get i nt o rur al housi ng, even t hough
we have ma ny smal l gr oups cal l us f r om smal l ci t i es t hr oughout t he
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Uni t ed St at es. An d I have been t ol d t hat i t i s basi cal l y t he Far mer s
Ho me Admi ni s t r at i on has di scour aged co- op housi ng. I know of sev-
eral gr oups t hat ar e t r yi ng t o do i t , and we have hel ped a f ew.

Mr . GRASSLEY. Wel l , r emember , we ar e t r yi ng t o get cooper at i ve
pr ogr ams bet ween Fa r mer s Ho me and H U D pr ogr ams , and I woul d
ment i on t o you sect i on 8 and Fa r mer s Ho me 515. So I woul d t hi nk we
coul d no l onger af ford a l ack of cooper at i on i f we ar e t o t ake ful l
advant age of ever y sor t of effort or dr i ve i n t he di rect i on of bet t er
housi ng.

I f you woul d have any advi ce f or us i n t hi s a r e a—and I a m al so
i nt erest ed because I a m a me mbe r of t he Agr i cul t ur e Commi t t ee, and
we do have over si ght over Pa r mer s Ho me —I woul d appreci at e your
communi cat i ng t hat t o me , par t i cul ar l y i f you feel l i ke t her e i s real l y
a rol e. I don' t t hi nk we want t o j ust say, wel l , l et us wi ggl e our wa y
i n t her e i f t her e i s not real l y a soci al goal t hat we can accompl i sh by
t hat t hrust .

Do you feel , i n s umma r y, t hat t her e i s an effort t hat ought t o be
ma de ?

Mr . SPRAGENS. I feel t her e i s, and I wi l l be happy t o put t oget her
my t hought s on it. I wi l l st ar t wi t h our act ual s t udy t hat we ma de and
goi ng t hr ough t he l egal pr obl ems wi t h t he pr ogr ams and, al so, I t hi nk,
t he pract i cal pr obl ems. I t hi nk we coul d put t hat t oget her . •

Mr . GRASSLEY. An d t aki ng i nt o consi derat i on s ome r ecent effort s
i n t hi s, we wi l l say, l i ke t he sect i on 515 and sect i on 8 pr ogr ams .

Mr . SPRAGENS. Good. Tha nk you.
Mr . GRASSLEY. I have one l ast quest i on, and maybe I mi sunder s t ood

you. But whe n you wer e t al ki ng about t he means t est i n your first
st at ement , wer e you i n a sense—f i r st of al l , I woul d as s ume wi t hout
a means t est t hat we woul d di l ut e our r esources and t ake a wa y f r om
t he peopl e t hat have t he gr eat est needs.

But ar e you sayi ng t hat t her e i s enough mone y t o t ake car e of ever y-
body who has a need so t hat we don' t need t he means test , or ar e you
s i mpl y sayi ng t hat t he soci al val ue of not havi ng t he means t est ? I
as s ume t hat one mi ght s ay t hat mi xi ng peopl e of di f ferent economi c
gr oups f r om wi t hi n our soci et y i s such a wor t hy soci al goal t hat we
shoul d not have t he means t est ?

Mr . SPRAGENS. Wh a t I was par t i cul ar l y r ef er r i ng t o wa s t hat t he
cur r ent GNMA pr ogr am cal l ed t andem 23, whi ch i s a pr ogr am t hat
pr ovi des 71/ 2- percent f i nanci ng under a H U D-i nsured pr ogr am, has
no i ncome l i mi t or means t est t o it. I have been i nf or med, al t hough
I a m not ent i rel y sur e i f i t i s correct , t hat t he ext ensi on of t hat pr o-
g r a m—a n d I know t hat Senat or Pr oxmi r e has been par t i cul ar l y
concer ned about t hi s—t hat t he ext ensi on of t hat pr ogr am mi ght i m-
pose an i ncome l i mi t at i on upon el i gi bi l i ty.

Our exper i ence has been t hat whe n we wor k under t hi s pr ogr a m—
and we have wor ked under i t i n t wo ways : One , i t pr ovi des abso-
l ut el y an essent i al under l yi ng mor t gage f or sect i on 8. So t he mi nut e
you put sect i on 8 ont o i t , you have got t he sect i on 8 l i mi t at i ons. But
i f you do not put sect i on 8 ont o i t , you have t he l i mi t at i ons of t he
sect i on 221 ( d ) ( 3) or ( d ) ( 4) or 207 or 220 pr ogr am. An d we feel
t hose l i mi t at i ons, i n effect , f r om our f r ee mar ket syst em, l i mi t i t t o
peopl e t hat ar e now at t hat i ncome l i mi t anyway, and t he i mposi -
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t i on of a n i ncome l i mi t on t he t andem 23 woul d j ust be addi t i onal
r edt ape, and t hat wa s t he onl y t hi ng I wa s t al ki ng t o i n t hi s case.

But I t hi nk t her e shoul d be t he r equi r ement t hat i n subsi di zed
proj ect s t he resi dent s shoul d pay no mor e t han 25 per cent of i ncome
and I t hi nk t hat l egi sl at i on i s needed.

Mr . GRASSLEY. Tha nk you f or cl ear i ng t hat up f or me .
Mr . Chai r man, I have no mor e quest i ons.
Mr . PATTERSON. Tha nk you, Mr . Spr agens , f or your t est i mony.

Your wr i t t en st at ement i s ver y det ai l ed and ver y i nt erest i ng. I t has
a l ot of subst ant i ve mat er i al .

I woul d l i ke t o ask i f you woul d ans wer any wr i t t en quest i ons
ot her subcommi t t ee member s ma y have, and t he subcommi t t ee st aff
ma y have f or t he r ecor d as we l ook i nt o i t a l i t t le mor e.

Mr . SPRAGENS. Al l r i ght .
Mr . PATTERSON. Tha nk you ver y muc h f or comi ng t oday whi l e

you' r e st il l her e, maybe I coul d ask you one l ast quest i on and t hat
woul d save doi ng i t f or t he r ecord. On e page 16, about mi dwa y over
t he l ast sent ence i n ( c) , you say "exi st i ng si te and nei ghbor hood
st andar ds f or sect i on 8 pr ecl ude t he possi bi l i t y of usi ng sect i on 8
assi st ance i n such an envi r onment . "

Tha t i s a ver y st r ong st at ement , and I wonder i f you can s uppor t
t hat ei t her t oday or l at er.

Mr . SPRAGENS. Wel l , j ust bri efl y, wha t we have f ound i s t hat an
ur ban r enewal proj ect s ar e not bei ng consi der ed because i n ma ny
cases t her e i s no quest i on but t hat t he proj ect s wi l l be 100- percent
mi nor i t y proj ect s. We don' t t hi nk t hat i s r i ght .

Our exper i ence wi t h ur ban r enewal proj ect s i n several bi g ci t ies
has s hown t hat t he di sadvant age of not bui l di ng t hi s hous i ng f ar
out wei ghs t he f act t hat i t i s goi ng t o be 100-percent mi nor i t y housi ng.

We under s t and t hat t he recent pr oposed changes t o sect i on 8 woul d
al l ow t he Secr et ar y t o r el ax t hi s s omewhat , but we feel t hat whi l e
t he t est on si t e sel ect i on t hat deal s wi t h mi nor i t y concent r at i ons mi ght
be a vi abl e soci al pol i cy i n i negrat ed nei ghbor hoods, i t j ust does not
have any appl i cat i on i n ma ny of t he ur ban r enewal areas. The Feder al
Gover nment has spent mi l l i ons t o cl ear t hi s gr ound and t he onl y wa y
t hat good hous i ng can be obt ai ned by peopl e l i vi ng wi t hi n a r eason-
abl e geogr aphi c ar ea i s i f H U D i ns umes subsi di zed ne w hous i ng
on t hi s vacant gr ound. An d r i ght now, our pr oposal s and ot her
peopl e' s pr oposal s ar e defi ni t el y bei ng put t o t he bot t om of t he pi l e
because i n t heor y, t hey ar e goi ng t o cause mor e i mpact i on. We even
have ne w ur ban r enewal hous i ng wi t h wai t i ng l i sts t hat peopl e don' t
even bot her t o t ake anymor e.

Ther e ar e 1, 000 peopl e i n Det r oi t on t he wai t i ng l ist , and wi t h t he
gr ound next door and an appl i cat i on t hat has been i n f or 3 year s,
t hat cont i nues t o be shoved t o t he bot t om of t he pi l e, because i t wi l l
i mpact t he nei ghbor hood, raci al l y. Wel l , t he nei ghbor hood i s 100-
per cent mi nor i t y, and al l we can see i s t hat t her e wi l l be 200 f ami l i es
get t i ng decent hous i ng i nst ead of s l um housi ng. We feel st r ongl y
about it .

Mr . PATTERSON. Do vou know t o wha t ext ent t hi s i s due t o cour t
act i on, r at her t han H U D pol i cy?
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Mr . SPRAGENS. Tha t i s a good guest i on. I know t he Phi l adel phi a
case concer ned t hi s concept , I cannot answer t hat . I t i s a good quest i on.

Mr . PATTERSON. Mr . Spr agens , t hank you agai n f or your good test i -
mony and f or your appear ance bef or e t he subcommi t t ee.

Mr . SPRAGENS. Tha nk you, Mr . Chai r man.
Mr . PATTERSON. We wi l l hear now Ma x R. Ka r gma n, t he pr esi dent

of t he Nat i onal Associ at i on of Hous i ng Manager s and Owner s . Mr .
Ka r gma n, i t i s good t o have you, and t hank you f or bei ng pat i ent
and wai t i ng f or us t o get t o you, and you ma y do as t he ot her s di d;
you can ei t her r ead your st at ement i nt o t he r ecor d, or you ma y s ubmi t
t he wr i t t en s t at ement f or t he r ecor d and speak j ust oral l y or s um-
mar i ze t he st at ement , whi chever you prefer .

STATEMENT OF MAX R. KARGMAN, PRESI DENT, NATI ONAL ASSO-
CI ATI ON OF HOUSI NG MANAGERS AND OWNERS, ACCOMPANI ED
BY ROBERT KARGMAN

Mr . MAX KARGMAN. Tha nk you, Mr . Chai r man. I consi der i t a pr i v-
i l ege t o appear bef or e t hi s di st i ngui shed subcommi t t ee. Wi t h me
i s my son, Rdber t Ka r gma n, who i s a me mbe r of t he bar and who ap-
pear s her e as my per sonal brai nt rust .

Mr . PATTERSON. An d your l egal advi sor ?
Mr . MAX KARGMAN. Yes ; my l egal advi sor and per sonal brai nt rust .
I have submi t t ed and a m submi t t i ng a f or mal st at ement , wi t h

st udi es and exhi bi t s. An d wha t I woul d l i ke t o do t oday, Mr . ' Chai r -
ma n, i s t o s ummar i ze wha t t he s t at ement says.

Si nce I a m goi ng t o pr opose s ome fai r l y st r ong sol ut i ons and ma ke
s ome f ai r l y s t r ong st at ement s, I woul d l i ke t o acquai nt t he commi t t ee
wi t h my per sonal backgr ound. I a m a l awyer . I have a Ph. D f r om
Har var d, and I a m an occasi onl l ect urer at t he Ke nne dy School of
Gover nment at Har va r d as wel l as a guest-l ect urer at Har va r d La w
School , Har va r d School of Des i gn, and t he Sl oan School of Manage-
ment at MI T.

I wa s chai r man of t he Commonwe a l t h Ser vi ce Cor ps , t he Mas sa-
chuset t s f or er unner t o t he nat i onal Vi s t a pr ogr am under bot h De mo-
crat i c and Republ i can Gover nor s . An d I a m past- chai r man of t he
Commi t t ee on Subsi di zed Hous i ng of t he Devel oper s ' Counci l of
Gr eat er Bos t on, whos e member s hi p speaks f or s ome 23, 000 subsi di zed
dwel l i ng uni t s i n t he gr eat er Bos t on area.

I gr ew up i n t he s l ums of Chi cago, and t her efore I know housi ng
pr obl ems of poor peopl e, as a par t i ci pant as wel l as an obser ver and
manager .

Today, I a m appear i ng on behal f of t he Nat i onal Associ at i on of
Hous i ng Manager s and Owner s , whi ch or gani zat i on wa s f or med about
a year ago as a resul t of a shar ed concer n a mong mul t i f ami l y owner s
and manager s across t he count r y, because t he subsi di zed hous i ng pr o-
gr ams of H U D wer e i n ser i ous di fficul ty and coul d not cont i nue t o
fulfi l l t hei r or i gi nal pur pose.

We bel i eve t hese pr obl ems r equi r e ne w sol ut i ons, and H U D needs t o
be redi rect ed t o fulfi l l t he i mpl ement at i on of Congr ess ' nat i onal hous-

i ng pol i cy.
We bel i eve t hat H U D needs t o st op t he i r r esponsi bl e for ecl osures

and use ot her means t o sol ve mor t gage defaul t s.
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Today t he Nat i onal Associ at i on of Hous i ng Manager s and Owne r s
represent s owner s and manager s who oper at e proj ect s cont ai ni ng
over 600, 000 apar t ment uni t s across t he count r y.

Per sonal l y, I a m presi dent of t he Fi r st Real t y Compa ny of Bos t on,
whi ch over t he past 15 year s has devel oped and now manages ap-
pr oxi mat el y 3, 600 dwel l i ng uni t s under s ect i ons 221 ( d ) ( 3) , 236, and
220 of t he Nat i onal Hous i ng Act , maki ng us per haps one of t he l ar ger
devel oper- manager s of such hous i ng i n t he Ne w Engl and area.

Our nat i onal organi zat i on i s, as I sai d before, ser i ousl y concer ned
about t he ser i ous defect s now exi st i ng i n t he subsi di zed hous i ng pr o-
gr ams and about t he wa y H U D has been admi ni st er i ng t hese pr ogr ams .

By wa y of a sket ch of t he hi st ory of t he Hous i ng Act , i f I ma y,
whe n sect i on 221( d) ( 3) of t he Nat i onal Hous i ng Ac t was first passed
i n 1961, t he Senat e Banki ng Commi t t ee, i n r epor t i ng on t he bi l l st at ed:

Th e mode r a t e- i ncome hous i ng pr ogr a m whi c h woul d be pr ovi ded by t hi s bi l l
i s des i gned t o enabl e pr i vat e ent er pr i s e t o par t i ci pat e t o t he ma x i mu m ext ent i n
mee t i ng t he hous i ng ne e ds of mode r a t e- i nc ome f ami l i es .

The commi t t ee r ecogni zed t hat , " Thi s i s a now and unt r i ed ap-
pr oach, whi ch, as t i me goes on, ma y r equi r e ma ny modi f i cat i ons. "

As you pr dbabl y know, t he mechani s m desi gned t o accompl i sh t hese
pur poses wa s t o aut hor i ze GNMA, t he Gover nment Nat i onal Mor t -
gage Associ at i on, t o ma ke di rect bel ow- mar ket i nt erest rat e mor t gages
wi t h a 3-percent i nt erest rat e and a 40-year t er m t o appr oved hous-
i ng sponsor s.

Hous i ng sponsor s and i nvest ors par t i ci pat i ng i n t he pr ogr am woul d
be l i mi t ed t o a 6- per cent r et ur n on t he i nvest ment i n r et urn f or t he
ver y f avor abl e mor t gage t er ms gi ven t hem and i n or der t o keep t he
r ent s as l ow as possi bl e f or t he t enant s.

Not e t hat t hi s pr ogr am was cr eat ed i n 1961 dur i ng a per i od of
ver y l ow i nf l at i on; t hus, t he subsi dy was gear ed t o t he mor t gage onl y
and not t o oper at i ng expenses, whi ch wer e t aken as st abl e.

I n 1968, Congr ess cr eat ed t he sect i on 236 pr ogr am t o r epl ace sect i on
221( d) ( 3) . Her e agai n, Congr es s ma de a ne w congressi onal s t at ement
of pur pose as t o t he publ i c and pr i vat e par t ner shi p t o be cr eat ed i n
t he provi si on of l ow- and moder at e- i ncome housi ng.

The mor t gage i nt erest rat e was l ower ed t o an effect i ve 1 percent ,
but sti ll t he i mpact on t enant s and proj ect vi abi l i t y and r api d i n-
creases i n oper at i ng expenses and especi al l y ut i l i t ies and pr oper t y
t axes r emai ned unaddr essed. -

I n l at e 1974, Congr ess enact ed sect i on 212 of t he Hous i ng and Com-
muni t y Devel opment Ac t of 1974, whi ch, f or t he first t i me, addr essed
t he i ssue of t he i mpact whi ch skyr ocket i ng i nfl at i on was havi ng on
sect i on 236 proj ect s, but deal t not at al l wi t h t he pr obl ems of sect i on
221( d) ( 3) proj ect s, whos e pr obl ems wer e even mor e severe.

I n t he meant i me, t enant s across t he count r y, whos e expect at i ons of
a bet t er l i fe had now been rai sed by havi ng been gi ven t he oppor t u-
ni t y of vacat i ng subs t andar d housi ng f or ne w and decent apar t ment s
at r ent s t hey wer e pr omi sed t hey coul d af ford, wer e bei ng f or ced
out of such hous i ng si nce t hey no l onger coul d af ford t o pay t he rent .

The Nat i onal Associ at i on of Hous i ng Manager s and Owne r s has
done a s t udy on shel t er cost s and compar i sons bet ween t he ri se i n op-
er at i ng expenses as compar ed t o t he ri se i n i ncomes f r om 1966 t o 1977.
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H U D-requi red r ent s r ose 51 t o 84 per cent f r om 1966 t o 1977. I ncomes
rose l ess t han hal f as much. HUD' s r esponse t o t hi s di spar i t y bet ween
r ent r equi r ement s and i ncome exper i ence was t o rai se t he i ncome l i m-
i t s —whi ch as s umed t hat al l apar t ment s wer e t o be vacat ed by t hose i n
possessi on under pr evi ous t enant s.

I f t enant s wer e unabl e t o pay t he i ncr eased r ent s under t hese H U D
rul es, i n effect t hey woul d be r equi r ed t o be f or ced out or evi ct ed f r om
t he pr emi ses. Ma n y t enant s began t o cr y out f or t he i mposi t i on of r ent
cont rol on H U D proj ect s or at t empt ed t o chal l enge H U D- appr oved
r ent i ncreases i n t he Feder al cour t s.

So me t enant s qual i fi ed f or l egal assi st ance by Gover nment - f unded
l awyer s , who di d ever yt hi ng i n t hei r power t o keep cl i ent s i n posses-
si on. The Feder al Gover nment was and i s r i ght now i n t he posi t i on
of f undi ng t he l egal expenses on bot h si des because t he housi ng pr o-
gr ams do not wor k as cont empl at ed by t he Nat i onal Hous i ng Act .

Now, wha t di d H U D do i n t hi s f i ght f or decent hous i ng at af fordabl e
r ent s? The y t hr ew i n t he t owel . The y began t o forecl ose sect i on 221
.( d ) ( 3) proj ect s wi t h accel erat ed r api di t y, t hus dest r oyi ng even t he
i nadequat e subsi dy whi ch t hese proj ect s wer e pr ovi di ng t o t enant s.

As f or sect i on 236 proj ect s, H U D t ot al l y r ef used, and even t o t hi s
day cont i nues t o r efuse, t o i mpl ement sect i on 212 oper at i ng subsi di es,
even t hough at t hi s poi nt i n t i me ni ne U. S. di st ri ct cour t s and t wo
U. S. cour t s of appeal s have or der ed t hem t o do so. H U D i s i n t he
process of t aki ng an appeal t o t he Supr eme Cour t .

I t was i nevi t abl e t hat ma ny proj ect s def aul t ed on mor t gage pay-
ment s t o GN1VI A and F NMA, who cal l ed on HUD' s i nsur ance f und.
We have as an exhi bi t a s t udy by t he Ci t i zens Hous i ng Pl anni ng
Associ at i on of Bost on, whi ch s hows t hat i n Bos t on 60 per cent of HUD' s
subsi di zed uni t s ar e i n def aul t or forecl osed.

I n Febr uar y of 1975, f or mer H U D Secr et ar y Car l a Hi l l s decl ar ed
a mor at or i um on for ecl osures of H U D mul t i f ami l y proj ect s wi t h mor t -
gages i n defaul t . Wh e n f or mer Secr et ar y Hi l l s appear ed bef or e t he
Hous e Subcommi t t ee on Ma npowe r and Hous i ng of t he Hous e Com-
mi t t ee on Gover nment Oper at i ons on Oct ober 7, 1975, she sai d t hat
FI TTD is " now maki ng ever y effort t o devel op new pr ogr ams whi ch
wi l l deal wi t h t he pr obl em" of t he "st eadi l y. i ncr easi ng" defaul t i ng
ass i gnment and acqui si t i on of f ederal l y assi st ed mul t i f ami l y housi ng.

I can assure you t hat f or mer Secr et ar y Hi l l s fai l ed t o keep t hat
pr omi se. On J anuar y 7, 1977, l ess t han 2 weeks bef ore t he ne w ad-
mi ni st rat i on wa s t o t ake office, Secr et ar y Hi l l s l i f t ed t he mor at or i um
on forecl osures. He r press rel ease of t hat dat e st at ed:

Secr et a r y Ca r l a A. Hi l l s s ai d H U D ha s compl e t ed wh a t i t s et out t o do unde r
t he mor a t or i um: pr ovi de ext r a f i nanci al ai d t o t hos e pr oj ect s capabl e of r e-
cover y but needi ng mo r e hel p t han avai l abl e unde r convent i onal f o r ms of
f i nanci al ass i s t ance. Se- r et ar y Hi l l s s ai d s he wa s pl eased t o be abl e t o wi t h-
d r a w t hi s par t i al mor a t or i um. Sh e s ai d i t s or i gi nal pur pos e, t o def er f or ecl o-
s ur es pendi ng deve l opment s of addi t i onal f i nanci al me as ur es , h a d bee n me t
t hr ough i nnovat i ve us e of t he s ect i on 8 hous i ng as s i s t ance pr ogr a m.

Mr . Chai r man, ss a mat t er of fact , t he Bos t on ar ea office, as an exam-
pl e, has commi t t ed not one penny of s em-i on 8 mone y t o HTTD- assi zned
Proj ect s. On J anuar y 14, Senat or Br ooke t el egr ammed Secr et ar y
Hi l l s and st at ed:

As a r esul t of HUD' s J a nua r y 7, 1977. deci s i on t o l i f t t hi s mor a t or i um on
hous i ng f or ecl osur es , t her e a r e ma n y pr oj ect s i n Bos t on t ha t a r e i n da nge r

86- 085 0 - 7 7 - pt . 3 - 11
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of i mmi n e n t f or ecl osur e. I a m deepl y concer ned a bout t he ef f ect t ha t s uc h
act i on woul d ha ve on t he l ow- a n d mode r a t e- i ncome t enant s n o w l i vi ng i n t he
pr oj ect s i n ques t i on. I , t her ef or e, s t r ongl y ur ge t ha t you r es t or e a n d e xp a nd
t he mor a t or i um i n or der t o hol d al l f or ecl osur e sal es unt i l t he n e w admi ni s t r a-
t i on ha s h a d a n oppor t uni t y t o expl or e t hi s i s sue a n d devel op a n e w s t r at egy
a n d r esol ve t hi s pr obl em.

On J anuar y 19, 1977, Secr et ar y Hi l l s wr ot e back t o Senat or Br ooke.
She st at ed, i n par t ,

Wi t h r es pect t o t hos e pr oj ect s whi c h you i dent i f i ed i n t he Bos t on ar ea , I. wa n t
t o as s ur e you t ha t t hi s De p a r t me nt i s cogni zant of cer t ai n f act or s whi c h ha ve
t ended t o c o mp o u n d t he f i nanci al di f f i cul t i es f aci ng pr oj ect owne r a , f or e xa mpl e ,
i ncr eas i ng t axes a n d ut i l i t y cost s . I n r ecogni t i on of t hese pr obl ems a t as k f or ce
ha s been es t abl i s hed by t he Act i ng Di r ect or of t he Bos t on a r ea offi ce. Thi s
t as k f or ce, by at t empt i ng t o deve l op a coor di nat ed s t r at egy t o i ns ur e t ha t s ub-
si di zed hous i ng pr oj ect s i n Bos t on r e ma i n avai l abl e a s decent , saf e, a n d s ani t ar y
hous i ng a t r ent al s t he cur r ent t enant s a nd/ or t he ma r ke t popul at i on c a n af f or d.
Th e De p a r t me nt wi l l a wa i t t he r esul t s of t he t as k f or ce r epor t bef or e t aki ng
a n y f ur t her act i on r egar di ng f or ecl os ur e of t hese pr oj ect s l ocat ed i n t he Bos t on
ar ea.

I n shor t , t hen, because of t he pr essure by Senat or Br ooke, t hose
t enant s, i nvest ors, manager s , and owner s who wer e f or t unat e enough
t o be l ocat ed i n t he Bos t on ar ea ar e t empor ar i l y pr ot ect ed agai nst
forecl osures, whi ch H U D i s now i n t he process of car r yi ng out el se-
wher e i n t he count r y. The Bos t on ar ea office f ound t hat whe n i t di d
forecl ose, i t sol d t he proper t i es f or 8 cent s on t he dol l ar as an aver age.
The Ci t i zens Hous i ng Pl anni ng St udy of Bos t on s howed t hat H U D
recei ved onl y 11/ 2 cent s on t he dol l ar . Ma n y of t hese proj ect s coul d
i mmedi at el y be t aken out of t he i nsur ance f und and pay H U D 100
cent s on t he dol l ar i f t hey wer e al l ot t ed sect i on 8 f unds.

On e of our o wn proj ect s was f or t unat e enough t o r ecei ve sect i on
8 f unds. Tha t proj ect went i mmedi at el y f r om 20 per cent vacanci es and
t he i mmedi at e t hr eat of bei ng assi gned t o H U D and t hus dr ai ni ng
t he i nsur ance f und of $31/2 mi l l i on t o i mmedi at e r ei nst at ement at
100 per cent occupancy. A me mbe r of t he Devel oper s Counci l of Bos t on
had a subsi di zed proj ect wi t h 40 per cent vacanci es because of t he
hi gh cost of ut i l i t ies. The proj ect had not ma de a mor t gage payment
i n over a year . Wi t h sect i on 8 Mone y t he proj ect became 100 per cent
r ent ed and devel oped a wai t i ng l ist of 40 per sons wi t hi n 4 mont hs .
The mor t gage i s curr ent .

Thes e t wo proj ect s r ecei ved sect i on 8 f unds because t hey wer e not
yet assi gned t o HUD. Pr oj ect s assi gned t o H U D wer e gi ven no ai d
what ever i n Bos t on. The Secret ary' s t heor y was t o pr ot ect t he i n-
sur ance f und f r om f ur t her dr ai nage.

But we haven' t come her e mer el y wi t h cri t i ci sms and compl ai nt s,
Mr . Chai r man. We have c ome wi t h suggest i ons and sol ut i ons t o t hese
pr obl ems whi ch we pr evi ousl y, a year and a hal f ago, di d pr esent t o
H U D but wi t h no r esponse. We have t wo me mor a ndums as par t of our
exhi bi t s howi ng how H U D coul d use conver si ons of sect i on 221 ( d ) ( 3)
proj ect s t o sect i on 236, pl us sect i on 212 oper at i ng subsi di es t o rei nst at e
ma n y proj ect s. An d wi t h t he ai d of sect i on 8, i n t hese cases, or ac-
compani ed by sect i on 223 ( f ) f i nanci ng, coul d rei nst at e mos t of t he
ot her proj ect s whi ch f ur ni sh a decent home and a sui t abl e l i vi ng en-
vi r onment as pr escr i bed by t he Hous i ng Act .

iThe i r ony s t hat t hese uni t s, whi ch wer e bui l t f or as l ow as $13, 000
and pr ovi de decent housi ng, ar e bei ng for ecl osed whi l e uni t s whi ch
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cost $30, 000 t o $35, 000 per uni t ar e bei ng pr oduced t o fill t he s ame
need.

Sect i on 8 f unds coul d ai d t wi ce as ma ny f ami l i es i f t hey wer e
requi r ed t o be di rect ed i nt o ai di ng exi st i ng subsi di zed, devel opment s
pr i or t o pr oduci ng ne w ones.

Wh a t we ask t oday i s t hat Congr es s act t o ma ke sur e t hat t he
nat i onal hous i ng pol i cy i nsof ar as i t concer ns sect i on 221( d) ( 3) and
sect i on 236 housi ng i s not subver t ed and dest r oyed.

We have pr oposed a suggest ed cl ause t o 12 U. S. C. , sect i on 1713
whi ch woul d sol ve t he pr obl em on an i nt er i m basi s and hal t i r r espon-
si bl e forecl osures. I wi l l r ead onl y t he oper at i ng cl ause of t he pr oposed
amendment :

Pr ovi ded, t ha t n o pr oceedi ngs f or f or ecl os ur e shal l be i ns t i t ut ed whe r e t he
pr oper t y cover ed by a n y s uc h i ns ur ed mor t ga ge i s s er vi ng t he pol i cy of t he
Nat i ona l Hous i ng Ac t a s s et f or t h i n s ect i ons 1441 a n d 1441 ( a ) of t i t l e 4 2 by
pr ovi di ng s af e a n d s ani t ar y l i vi ng quar t er s f or l ow- a n d mode r a t e- i ncome f a mi -
l i es a t be l ow- ma r ke t r ent s , unl es t he Secr et ar y shal l de t e r mi ne t hat t her e exi s t s
a s ur pl us of s a f e a n d s ani t ar y l i vi ng quar t er s f or l ow- a n d mode r a t e- i ncome f ami -
l i es a t c ompa r a bl e r ent s i n t he hous i ng ma r ke t s e r ved by t he pr oper t y.

I f I ma y, I woul d l i ke t o s ummar i ze t he poi nt s we have made.
One , rent s have ri sen out of r each f or a gr eat ma ny l ow- i ncome

t enant s now l i vi ng i n sect i on 221 ( d ) ( 3) and sect i on 236 housi ng.
Two , ma ny of t hese proj ect s ar e now i n def aul t on t hei r mor t gages .
Thr ee, H U D has not onl y fai l ed but i t has r ef used t o car r y out t he

l aws of Congr es s desi gned t o al l evi at e t enant and proj ect pr obl ems.
Four , r esponsi bl e use of sect i on 212 and sect i on 8 and creat i ve use of

sect i on 236 and sect i on 223 ( f ) accompani ed by sect i on 8 by H U D
woul d per mi t l ow- i ncome t enant s t o absor b t he r api dl y escal at i ng r ent
l evel s because of unant i ci pat ed i ncreases i n oper at i ng cost s. Suc h
pr ogr ams woul d pr event t enant s f r om bei ng f or ced out of t hei r
homes onl y t o f i nd t hemsel ves on wai t i ng l i st s f or ne w subsi di zed
hous i ng cost i ng t wi ce as much.

Fi ve, such pr ogr ams woul d al so rei nst at e t he mor t gages wi t h a
per manent l ender and t hus pay H U D i n ful l r at her t han have t he
i nsur ance f und suffer di sast rous losses. Mor e t han t wi ce as ma ny l ow-
i ncome t enant s coul d be ser ved, because t he cost woul d be l ess t han hal f
as muc h as t he cost of susbi di zi ng ne w housi ng.

We , t her efore, ask t he Congr ess t o enact a l aw ext endi ng t he t ype of
subsi dy al r eady enact ed f or sect i on 236 proj ect s under sect i on 212
cover i ng i ncreases i n uti l i t ies and real est at e t axes t o sect i on 221( d) ( 3)
proj ect s.

We ask t he Congr es s t o enact a ne w l aw t o hal t i r responsi bl e for e-
cl osures.

By t hese enact ment s, we bel i eve, t he Congr es s wi l l redi rect H U D
t o compl y wi t h t he nat i onal hous i ng pol i cy by car r yi ng out i t s par t ner -
shi p wi t h pr i vat e ent ernri se, and di schar ge i t s obl i gat i ons t o t he t en-
P r d -S Ps envi si oned i n t he Hous i ng Act s si nce 1961 at t he s ame t i me
Ps T-TTTT) saves severe l osses i n i t s i nsur ance f und.

1The pr epar ed s t at ement of Mr . Ma x Ka r gma n, on behal f of t he
Nat i onal A gsoci ti on of T-Tousi ng Manager s and Owner s , al ong wi t h
at t ached exhi bi t s, f ol l ows: ]
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' SOLUTI ONS TO DEFAULTS I N SUBSI DI ZED HOUSI NG

SUMMARY

1. Re n t s ha ve r i s e n out of r e a c h f or a gr e a t ma ny l o w i n c ome t e na nt s

now l i v i ng i n Se c t i ons 22 1( d ) ( 3 ) a nd 2 36 hous i ng .

2 . Ma ny of t he s e pr o j e c t s a r e now i n de f a ul t on t he i r mor t ga ge s .

3 . HUD h a s no t onl y f a i l e d b ut r e f us e d t o c a r r y o ut t he l a ws o f

Congr e s s de s i gne d t o a l l e v i a t e t e na nt a nd pr o j e c t pr obl e ms .

4 . Re s pons i b l e us e o f Se c t i on 2 1 2 a nd Se c t i on 8 a nd c r e a t i ve us e

of Se c t i on 2 36 a nd Se c t i on 2 23 ( f ) a c c ompa ni e d by s e l e c t i ve us e o f

Se c t i on 8 b y HUD woul d pe r mi t l ow i nc o me t e na nt s t o a bs or b t h e r a p i d l y

e s c a l a t i ng r e nt l e ve l s due t o una nt i c i pa t e d i nc r e a s e s i n ope r a t i ng

c os t s . Mor e t ha n t wi c e a s ma ny l ow i nc ome t e na nt s c oul d be s e r ve d

be c a us e t he c os t woul d b e l e s s t ha n ha l f a s muc h a s t he c os t o f s ub-

s i d i z i ng ne w hous i ng. Suc h pr ogr a ms woul d pr e ve nt t e na nt s f r om be i ng

f or c e d o ut o f t he i r home s o nl y t o f i nd t he ms e l ve s o n wa i t i ng l i s t s f or

ne w s ubs i di z e d hous i ng c os t i ng t wi c e a s muc h.

5 . Suc h pr ogr a ms woul d a l s o r e i ns t a t e t h e mor t ga ge s wi t h a pe r ma ne nt

l e nde r a nd t hus pa y HUD i n f u l l r a t he r t ha n ha ve t he i ns ur a nc e f und

s uf f e r ' di s a s t r ous l os s e s . I f HUD we r e pa i d i n f u l l i t c oul d s a ve a n

a mount e qu a l t o 1 0 ye a r s f undi ng of Se c t i on 8 mone y f or t ha t uni t .
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6. We t he r e f or e a s k t he Congr e s s :

1 . To e na c t a l a w e x t e ndi ng t h e t ype o f s ubs i dy a l r e a dy e na c t e d

f o r Se c t i on 23 6 pr o j e c t s unde r Se c t i on 2 12 , c ove r i ng i n c r e a s e s

i n u t i l i t i e s a nd r e a l e s t a t e t a xe s , t o Se c t i on 22 1( d) ( 3 ) pr o j e c t s .

2 . To e na c t a ne w l a w t o ha l t i r r e s pons i b l e f or e c l o s ur e s whi c h

c ont r a ve ne t he Hous i ng pol i c y o f t he Congr e s s a s e xpr e s s e d i n

t he Ac t s of Congr e s s .

7 . By t h e s e e na c t me nt s we be l i e ve t he Congr e s s wi l l r e d i r e c t HUD t o

c ompl y wi t h t h e Na t i ona l Hous i ng Po l i c y b y c a r r y i ng out i t s pa r t ne r s h i p

wi t h p r i va t e e n t e r pr i s e a nd d i s c ha r ge i t s ob l i g a t i ons t o t he t e na nt s

a s e nvi s i one d i n t he Hous i ng Ac t s s i n c e 1 961 a t t he s a me t i me a s

HUD s a ve s s e ve r e l os s e s i n i t s i n s ur a nc e f und.
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Mr . Ch a i r ma n :

I c o n s i d e r i t a p r i v i l e g e t o a p p e a r b e f o r e t h i s d i s t i n g u i s h e d

c ommi t t e e . My n a me i s Ma x Ka r g ma n o f Bo s t o n , Ma s s a c h u s e t t s a n d I a m

Pr e s i d e n t o f t h e Na t i o n a l As s o c i a t i o n o f Ho u s i n g Ma n a g e r s a n d Own e r s .

Th e Na t i o n a l As s o c i a t i o n wa s o r ga n i z e d a p p r o x i ma t e l y a y e a r a g o a s a

r e s u l t o f a s h a r e d c o n c e r n a mo n g mu l t i f a mi l y o wn e r s a n d ma n a g e r s a c r o s s

t h e c o un t r y t h a t t h e s u b s i d i z e d h o u s i n g p r og r a ms we r e i n s e r i o u s d i f f i -

c ul t y a n d c o ul d n o t c o n t i n u e t o f u l f i l l t h e i r o r i g i n a l p u r p o s e . Th e y

r e q u i r e n e w s o l u t i o n s . HUD n e e d s t o b e r e d i r e c t e d t o f u l f i l l t he i m-

pl e me n t a t i o n o f Co n g r e s s ' n a t i o n a l h o u s i n g po l i c y . HUD n e e d s t o s t o p

t h e i r i r r e s p o n s i b l e f o r e c l o s u r e s a nd u s e o t h e r me a n s t o s o l v e mo r t g a g e

d e f a u l t s .

To d a y , t he Na t i o n a l As s o c i a t i o n o f Ho u s i n g Ma n a g e r s a n d Own e r s

r e p r e s e n t s o wn e r s a nd ma n a g e r s wh o o p e r a t e pr o j e c t s c o n t a i n i n g o v e r

6 0 0 t h o us a nd a p a r t me n t u n i t s a c r o s s t h e c o un t r y .

Pe r s o n a l l y , I a m Pr e s i d e n t o f t he Fi r s t Re a l t y Co mp a n y o f Bo s t o n .

Ov e r t h e p a s t 1 5 y e a r s o u r f i r m h a s d e v e l o p e d a n d n o w ma n a g e s a p p r o x i ma t e l y

3 , 6 0 0 d we l l i n g u ni t s u d n e r Se c t i o n s 2 2 1 ( d ) ( 3 ) , 2 3 6 , a n d 2 2 0 o f t h e Na t i o n a l

Ho u s i n g Ac t - - ma k i n g us p e r h a p s o n e o f t h e l a r g e r d e v e l o p e r - ma n a g e r s o f

s u c h h o u s i n g i n t h e Ne w En g l a n d a r e a .

As f o r my p e r s o n a l b a c k g r o u n d , I a m a l a wy e r , a Ph D f r o m Ha r v a r d , a n

o c c a s i o n a l l e c t u r e r a t t h e Ke n n e d y Sc h o o l o f Go v e r n me n t a t Ha r v a r d , a s

we l l a s a gu e s t l e c t u r e r a t Ha r v a r d La w Sc h o o l , Ha r v a r d Sc ho o l o f

De s i g n , a n d t he Sl oa n Sc h o o l o f Ma n a g e me n t a t MI T. I wa s Ch a i r ma n o f

Gener al Counsel . Lane and Eds on, P. C. • 1800 H St r eet , N. W. • Was hi ngt on, D. C. 20036 • ( 202) 437- 6800
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t h e Co mmo n we a l t h Se r v i c e Co r p s - - t h e Ma s s a c h u s e t t s f o r e r u n n e r t o t h e

n a t i o n a l VI STA p r og r a m - - u n d e r b o t h De mo c r a t i c a n d Re p u bl i c a n g o v e r n o r s ,

a n d I a m pa s t c ha i r ma n o f t h e Co mmi t t e e o n Su b s i d i z e d Ho u s i n g o f t h e

De v e l o p e r s 1- Co u n c i l o f Gr e a t e r Bo s t o n , wh o s e me mb e r s h i p s p e a k s f o r s o me

2 3 , 0 0 0 s u b s i d i z e d d we l l i n g u ni t s i n t h e Gr e a t e r Bo s t o n a r e a . I g r e w up

i n t h e s l u ms o f Ch i c a g o . I k n o w h o u s i n g pr o b l e ms o f po or pe o p l e a s a

p a r t i c i p a n t a s we l l a s a ma n a g e r .

I wo u l d l i k e t o t h a n k t h i s c o mmi t t e e f o r a l l o wi n g me t o s h a r e wi t h

y o u my c o n c e r ns a nd t h e c o n c e r ns o f s u b s i d i z e d h o u s i n g o wn e r s , ma n a g e r s ,

i n v e s t o r s , a nd t e n a n t s t h r o u g h o u t t h e c o u n t r y a b o u t t h e s e r i o u s d e f e c t s

now e x i s t i n g i n t h e s u b s i d i z e d h o u s i n g p r og r a ms c r e a t e d by Co n g r e s s o v e r

t he p a s t 1 5 ye a r s a nd o u r e v e n g r e a t e r c o n c e r n a b o u t t h e wa y HUD h a s b e e n

a d mi n i s t e r i n g t he s e p r o g r a ms .

Wh e n Se c t i o n 2 2 1 ( d ) ( 3 ) o f t h e Na t i o n a l Ho u s i n g Ac t wa s f i r s t pa s s e d

i n 1 9 6 1 , t h e Se n a t e Ba n k i n g Co mmi t t e e , i n r e p o r t i n g o n t h e b i l l , s t a t e d :

" Th e mod e r a t e i n c o me h o u s i n g p r o g r a m wh i c h wo u l d b e p r o v i d e d b y t h i s b i l l

i s d e s i g ne d t o e n a b l e p r i v a t e e n t e r p r i s e t o p a r t i c i pa t e t o t h e ma x i mu m

e x t e n t i n me e t i n g t he h o u s i n g n e e d s o f mo d e r a t e i n c o me f a mi l i e s . " The

Co mmi t t e e r e c o g ni z e d t h a t " t h i s i s a n e w a nd un t r i e d a p p r o a c h , wh i c h , a s

t i me go e s o n , ma y r e q u i r e ma n y mo d i f i c a t i o n s . "

I n s h o r t , Co n g r e s s ' p u r p o s e wa s t o o bt a i n ma x i mu m p a r t i c i p a t i o n b y

p r i v a t e e n t e r p r i s e i n a mo d e r a t e i n c ome h o u s i n g pr o gr a m. Su c h a p r o g r a m

wou l d s t i mu l a t e j o b s , t h u s a l l e v i a t i n g t he d e p r e s s i o n i n t he h o me b u i l d i n g

i n d u s t r y a t t he t i me - - a n d , mo r e i mp o r t a n t , me e t t h e c o u n t r y ' s g r e a t e s t

h o u s i n g ne e d - - t h a t o f l o w a nd mo d e r a t e i n c o me f a mi l i e s .

As y ou k n o w, t h e me c h a n i s m d e s i g ne d t o a c c o mp l i s h t h e s e p u r p o s e s wa s

t o a u t h o r i z e GNMA t o ma k e d i r e c t Be l o w Ma r k e t I n t e r e s t Ra t e Mo r t g a g e s wi t h

a 3 % i n t e r e s t r a t e a n d 4 0- y e a r t e r m t o a p p r o ve d h o u s i n g s p o n s o r s . Ho u s i n g



2015

s pons or s a nd i nve s t or s pa r t i c i pa t i ng i n t he pr ogr a m woul d b e l i mi t e d t o

' a 6 % r e t ur n on i nv e s t me nt i n r e t ur n f or t he ve r y f a vor a bl e mor t ga ge t e r ms

gi ve n t he m a nd i n or de r t o ke e p r e nt s a s l ow a s pos s i b l e t o t e na nt s .

I t i s i mpor t a n t t o no t e t ha t t h i s pr ogr a m wa s c r e a t e d i n 1 961 - - dur i ng

a pe r i od o f ve r y l ow i nf l a t i on . Thus t he s ub s i dy wa s ge a r e d t o t he mor t ga ge

onl y a nd not t o ope r a t i ng e x pe ns e s whi c h we r e t a ke n a s s t a b l e .

I n 1 96 8, Congr e s s c r e a t e d t he Se c t i on 2 36 pr ogr a m t o t a ke t he p l a c e o f

Se c t i on 221( d) ( 3 ) . He r e a ga i n , Congr e s s r e i t e r a t e d i t s be l i e f i n t he

i mpor t a nc e of a publ i c- p r i va t e pa r t ne r s hi p a s t he be s t ve hi c l e f or

pr ovi s i on o f l ow a nd mode r a t e i nc ome hous i ng . I qu ot e :

" Th e Congr e s s f i nds t ha t t he vol ume o f hous i ng be i ng pr oduc e d

f or f a mi l i e s a nd i n di v i dua l s o f l ow a nd mode r a t e i nc ome mus t be

i nc r e a s e d t o me e t t he na t i ona l goa l o f a de c e nt home a nd a

s u i t a b l e l i v i ng e nvi r onme nt f or e ve r y Ame r i c a n f a mi l y , and

de c l a r e s t ha t i t i s t he pol i c y o f t he Uni t e d St a t e d t o e nc our a ge

t he wi de s t pos s i b l e pa r t i c i pa t i on by pr i va t e e n t e r pr i s e i n t he

pr ovi s i on o f hous i ng f or l o w a nd mode r a t e i nc ome f a mi l i e s . "

( Se e 4 2 USCA Se c . 3931 a t s e q . )

The mor t ga ge i n t e r e s t r a t e wa s l o we r e d t o a n e f f e c t i v e 1%, but s t i l l

t he i mpa c t on t e na nt s a nd pr o j e c t v i a b i l i t y of r a p i d i nc r e a s e d i n ope r a t i ng

e xpe ns e s , e s pe c i a l l y u t i l i t i e s a nd pr ope r t y t a x e s , r e ma i ne d una ddr e s s e d .

I n l a t e 19 74 , Congr e s s e na c t e d Se c t i on 21 2 o f t he Hous i ng a nd Communi t y

De ve l opme nt Ac t of 1 97 4, whi c h , f or t he f i r s t t i me , a ddr e s s e d t he i s s ue of

t he i mpa c t whi c h s kyr o c ke t i n g i nf l a t i on wa s ha v i ng on Se c t i on 2 36 pr o j e c t s ,

but de a l t no t a t a l l wi t h t he pr obl e ms o f Se c t i on 221 ( d) ( 3 ) pr oj e c t s whos e
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pr obl e ms we r e e ve n mor e s e ve r e . I n t he me a nt i me , t e na nt s a c r os s

t h e c ount r y who s e e x pe c t a t i ons of a be t t e r l i f e ha d now b e e n

r a i s e d b y ha vi ng be e n g i ve n t he oppor t uni t y of va c a t i ng s ubs t a nda r d

hous i ng f or ne w a nd de c e nt a pa r t me nt s a t r e nt s t he y we r e pr omi s e d

t he y c oul d a f f or d , we r e be i ng f or c e d out o f s uc h hous i ng s i n c e

t he y c oul d no l ong e r a f f or d t o p a y t he r e n t . Th e Na t i ona l As s oc i a t i on

of Hous i ng Ma na ge r s a nd Owne r s h a s done a s t ud y of s he l t e r c os t s

a nd c ompa r i s ons be t we e n t h e r i s e i n ope r a t i ng e xpe ns e s a s c ompa r e d

t o t he r i s e of i n c ome s f or t he Gr e a t e r Bos t on a r e a . ( Se e Exhi b i t A. )

HUD- r e q ui r e d r e n t s i n s ubs i d i z e d hous i ng r os e 5 1 % t o 8 4% f r om 1 9 66

t o 19 75. I nc ome s r os e l e s s t ha n h a l f a s muc h dur i ng t h i s pe r i od .

A Ne w Yo r k Ti me s a r t i c l e of J a nua r y 1 9 , 1 97 6, s t a t e d t ha t r e n t a l s i n

Ne w Yo r k Ci t y we nt up 5 7% f r o m 1 9 7 0 t o 19 75, wh i l e i n c ome s r os e onl y

17%. Mor e t ha n 40 0, 00 0 hous e hol ds i n Ne w Yo r k Ci t y pa i d ove r 25%

o f i nc o me f or r e n t . Nor c a n i t be f or got t e n t ha t Ne w Yo r k Ci t y wa s

unde r r e n t c ont r o l du r i ng t h i s f i ve ye a r p e r i od . Ra t he r t ha n pr ovi de

t h e ne c e s s a r y s ubs i d i e s t o ke e p e x i s t i ng t e na nt s i n p os s e s s i on , HUD' s

r e s pons e wa s t o r a i s e t he i nc o me l i mi t s . By i mpl i c a t i on , HUD s e e me d

t o b e s a yi ng: f or ge t a bo ut t he pe opl e l i v i ng t h e r e ; mo ve i n a h i ghe r

i n c ome gr oup i f you ha ve pr obl e ms . I n r e s pon s e , ma ny s ubs i d i z e d

hous i ng t e na nt s t h r oughout t h e c ou nt r y s i mpl y r e f us e d t o pa y t he

i n c r e a s e s a nd a t t e mpt e d t o or g a ni z e a nd b l oc k p ol i c e of f i c e r s whe n
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t he c our t s or de r e d t he m t o move . Ma n y t e na nt s be ga n t o c r y ou t

f or t he i mpos i t i on o f r e n t c ont r o l on HUD pr oj e c t s o r a t t e mpt e d t o

c ha l l e nge HUD- a ppr o ve d r e n t i nc r e a s e s i n t he f e d e r a l c our t s .

Te na nt s who qua l i f i e d f or f e de r a l l y f unde d l e ga l a s s i s t a nc e

s ought o u t l a wye r s wh o di d e ve r y t h i ng i n t he i r powe r t o ke e p c l i e n t s

i n pos s e s s i on . Th e f e de r a l gove r nme nt no w f i n ds i t s e l f i n t h e p a r a -

d o x t a l pos i t i on of f und i ng t he l e ga l e xpe ns e s on bot h s i de s o f

t he c onf l i c t be c a us e Se c t i ons 2 21( d) ( 3 ) a nd 2 36 whe n e na c t e d , d i d

n ot c ont e mpl a t e t he e x t r a or d i na r y i nc r e a s e s i n ope r a t i n g e xpe ns e s

whi c h be ga n i n 19 69 a nd we r e f ur t he r e xa c e r ba t e d by OPEC.

Wha t di d HUD do i n t h i s f i gh t f o r de c e nt hous i ng a t a f f o r d-

a bl e r e n t s ? The y t hr e w i n t h e t owe l . The y be ga n t o f or e c l os e

Se c t i on 22 1( d) ( 3 ) pr o j e c t s wi t h a c c e l e r a t i ng r a p i d i t y , t hus de s -

t r oy i ng e ve n t he i na de qua t e s ubs i dy whi c h t he s e pr o j e c t s we r e

pr ovi d i ng t o t e na nt s . As f or Se c t i on 2 36 pr o j e c t s , HUD t o t a l l y

r e f us e d , a nd e ve n u nde r t he n e w a dmi ni s t r a t i on c ont i nu e s t o

r e f u s e t o i mpl e me nt Se c t i o n 21 2 ope r a t i ng s u bs i d i e s , e ve n t hough 9
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U. S. Di s t r i c t Co u r t s a n d 2 U. S. Co u r t s o f Ap p e a l h a v e or d e r e d t h e m t o d o

S O.

I t wa s i n e v i t a b l e t h a t ma n y p r o j e c t s d e f a u l t e d i n mo r t ga g e p a y me n t s

t o GNMA a n d FNMA wh o c a l l e d on HUD' s i n s u r a n c e f u n d . HUD n ow h o l d s t h e

mo r t g a g e s . At t a c he d i s a s t u d y b y Ci t i z e n s ' Ho u s i n g a nd Pl a n n i n g

As s o c i a t i o n o f Bo s t on wh i c h s h o ws t h a t i n Bo s t o n 6 0 % o f HUD' s s u b s i di z e d

u ni t s a r e i n d e f a u l t o r f o r e c l o s e d . ( Se e Ex h i b i t B. )

I n Fe b r u a r y o f 1 9 7 5 , f o r me r HUD Se c r e t a r y Ca r l a Hi l l s d e c l a r e d a

mo r a t o r i u m o n f o r e c l o s u r e s o f HUD mu l t i f a mi l y p r o j e c t s wi t h mo r t g a g e s i n

d e f a ul t . Wh e n f o r me r Se c r e t a r y Hi l l s a p p e a r e d b e f o r e t h e Ho u s e Su b c o mmi t t e e

o n Ma n p o we r a n d Ho u s i n g o f t h e Ho u s e Co mmi t t e e o n Gov e r n me n t Op e r a t i o n s o n

Oc t o b e r 7 , 1 9 7 5 , s h e s a i d t h a t HUD i s n o w ma k i n g e v e r y e f f o r t t o d e v e l o p

n e w p r o g r a ms wh i c h wi l l d e a l wi t h ( t h e ) p r o b l e m" o f t h e " s t e a d i l y i n c r e a s i n g "

d e f a u l t , a s s i g n me n t , a nd a c q u i s i t i o n o f f e d e r a l l y a s s i s t e d mu l t i f a mi l y

h o u s i n g.

Le t me a s s u r e y ou t h a t f o r me r Se c r e t a r y Hi l l s f a i l e d t o k e e p t ha t

p r o mi s e . On J a nu a r y 7 , 1 9 7 7 , l e s s t h a n 2 we e k s b e f o r e t h e n e w a dmi n i s t r a t i on

wa s t o t a ke o f f i c e , Se c r e t a r y Hi l l s l i f t e d t h e mo r a t or i u m on f o r e c l os u r e s .

He r p r e s s r e l e a s e o f t h a t d a t e s t a t e d :

" Se c r e t a r y Ca r l a A. Hi l l s s a i d HUD h a s c o mp l e t e d wh a t i t

s e t o u t t o d o u n d e r t h e mo r a t o r i u m - - p r o v i d e e x t r a f i n a n c i a l

a i d t o t h o s e p r o j e c t s c a p a b l e o f r e c o v e r y b u t n e e d i n g mo r e h e l p

t h a n a v a i l a b l e u n d e r c o n v e n t i o n a l f o r ms o f f i n a n c i a l a s s i s t a n c e .

Se c r e t a r y Hi l l s s a i d s h e wa s p l e a s e d t o b e a b l e t o wi t h d r a w t h i s

p a r t i a l mor a t or i u m. Sh e s a i d i t s o r i g i n a l p u r p o s e , t o d e f e r

f o r e c l os u r e s p e n di n g d e v e l o p me n t o f a d di t i o n a l f i n a n c i a l me a s u r e s ,

h a d b e e n me t t h r o ug h i n n o v a t i v e u s e o f ' t h e Se c t i o n 8 Ho u s i n g
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As s i s t a nc e pr o gr a m. ' "

I n f a c t , t he Bos t on Ar e a Of f i c e h a s c ommi t t e d not on e pe nny o f

Se c t i on 8 mone y t o HUD a s s i gne d pr o j e c t s .

Wha t ha ppe ne d a f t e r J a nua r y 7 i s of gr e a t i n t e r e s t . On J a nua r y 1 4 ,

1 97 7, Se na t or Br ooke t e l e gr a mme d Se c r e t a r y Hi l l s a nd s t a t e d t he f o l l owi ng:

" As a r e s ul t o f HUD' s de c i s i on o f J a nua r y 7 , 19 77 , t o l i f t i t s

mor a t or i um on hou s i ng f or e c l os ur e s , t he r e a r e ma ny pr o j e c t s

i n Bos t on t ha t a r e i n da nge r o f i mmi ne nt f or e c l os ur e . I a m

de e pl y c onc e r ne d a bou t t he e f f e c t t ha t s uc h a c t i on woul d ha ve o n

t he l o w a nd mode r a t e i nc ome t e na nt s now l i v i ng i n t he pr o j e c t s

i n que s t i on . I , t he r e f or e , s t r on gl y ur ge t ha t you r e s t or e a nd

e xpa nd t he mor a t or i um i n o r de r t o hol d a l l f or e c l os u r e s a l e s unt i l

t he ne w Admi ni s t r a t i on h a s ha d a n oppor t uni t y t o e xpl or e t h i s

i s s ue a nd de ve l op a ne w s t r a t e gy t o r e s o l ve t h i s pr o bl e m. "

On J a nua r y 19 , 19 77 , Se c r e t a r y Hi l l s wr ot e ba c k t o Se na t or Br ooke .

She s t a t e d , i n pa r t :

. Wi t h r e s pe c t t o t hos e pr oj e c t s whi c h you i de nt i f i e d i n t he

Bos t on a r e a , I wa nt t o a s s ur e you t ha t t h i s De pa r t me nt i s c og-

ni z a nt o f c e r t a i n f a c t or s whi c h ha ve t e nde d t o c ompound t he

f i na nc i a l di f f i c u l t i e s f a c i ng pr oj e c t own e r s ( e . g . , i nc r e a s i ng

t a xe s a nd u t i l i t y c os t s ) . I n r e c ogni t i on o f t he s e pr o bl e ms , a

Ta s k For c e ha s be e n e s t a b l i s he d b y t he Ac t i ng Di r e c t or of t he

Bos t on Ar e a Of f i c e . Thi s Ta s k For c e by a t t e mpt i ng t o de ve l op a

c oor di na t e d s t r a t e gy t o e ns ur e t ha t s ubs i d i z e d hous i ng pr o j e c t s i n

Bos t on r e ma i n a va i l a b l e a s de c e n t , s a f e , a nd s a ni t a r y ho us i n g

a t r e n t a l s t he c ur r e nt t e na nt s a nd/ or t he ma r ke t popul a t i on c a n

a f f or d .
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The De pa r t me n t wi l l a wa i t t he r e s u l t s of t he Ta s k For c e

r e por t be f or e t a k i ng a ny f ur t he r a c t i on r e ga r d i ng f or e c l os ur e of

t he s e pr o j e c t s l oc a t e d i n t he Bos t on Ar e a . "

I n s h or t , t he n , due t o t he p r e s s ur e of Se na t or Br o ok e , t hos e t e na nt s ,

i n ve s t or s , ma na ge r s , a nd own e r s f or t una t e e nough t o b e l oc a t e d i n t he

Bos t on a r e a a r e t e mpor a r i l y pr o t e c t e d a ga i s n t f or e c l os ur e s wh i c h HUD i s

now i n t he pr oc e s s of c a r r y i ng ou t e l s e whe r e i n t he c ount r y.

Th e Bos t on Ar e a Of f i c e f ound t ha t whe n i t f or e c l os e d , i t s o l d f or

8 C on t he dol l a r a s a n a ve r a ge . The Ci t i z e ns ' Hous i ng & Pl a n ni ng s t udy

s hows HUD r e c e i v i ng 11/2 c on t he dol l a r . Ma ny of t he s e pr o j e c t s c oul d

i mme di a t e l y b e t a ke n ou t o f t he i ns ur a nc e f und a nd c oul d p a y of f HUD i n

f u l l i f t he y we r e g i ve n Se c t i on 8 f unds . One o f my pr o j e c t s wa s f or t una t e

e nough t o r e c e i ve s uc h Se c t i on 8 f unds . Tha t p r o j e c t we nt i mme di a t e l y

f r o m 20 % va c a nc i e s a nd t he i mme di a t e t hr e a t o f be i ng a s s i gne d t o HUD a nd

t hus dr a i n i ng t he i ns ur a nc e f und of $3 . 5 mi l l i on t o i mme di a t e r e i ns t a t e me nt

a nd 1 00 % oc c upa nc y. A me mbe r of t he De ve l op e r s ' Co unc i l ha d a s ubs i di z e d

pr oj e c t wi t h 40 % va c a nc i e s due t o t he h i gh c os t o f u t i l i t i e s . The pr o j e c t

ha dn ' t ma de a mor t ga ge p a yme nt i n ove r a ye a r . Wi t h Se c t i on 8 , t he pr o j e c t

be c a me 1 00 % r e nt e d a nd de ve l ope d a wa i t i ng l i s t o f 4 0 pe r s ons wi t h i n 4

mont hs . Th e mor t ga ge i s c ur r e nt .

The s e t wo pr o j e c t s r e c e i ve d Se c t i on 8 f unds b e c a u s e t he y we r e not

ye t a s s i gne d t o HUD. Pr o j e c t s a s s i gne d t o HUD we r e g i ve n no a i d wha t e ve r

• • .

i n Bos t on.

Mr . Cha i r ma n. We ha ve not c ome me r e l y wi t h c ompl a i n t s . We ha ve c ome

wi t h s ugge s t e d s o l ut i ons . At t a c he d i s a me mor a ndum s howi ng how HUD c oul d

us e c onve r s i ons of Se c t i on 2 21 ( d) ( 3 ) pr o j e c t s t o Se c t i on 2 36 , p l us Se c t i on 21 2

ope r a t i ng s ubs i d i e s t o r e i ns t a t e s ome pr o j e c t s ( Se e Exhi b i t C) wi t h t he a i d of



2021

Se c t i on 8 i n t he s e c a s e s or a c c ompa ni e d b y Se c t i on 2 2 3( f ) c oul d r e i ns t a t e

a l l o t he r pr o j e c t s whi c h f ur n i s h a " de c e n t ho me a nd a s u i t a b l e l i v i ng

e n vi r onme n t . " The s a d i r o ny i s t ha t un i t s whi c h we r e b ui l t f or a s l ow

a s $1 3, 00 0 a nd pr ovi de de c e nt hous i ng a r e b e i ng f or e c l os e d whi l e uni t s

whi c h c os t $30 , 0 00- $35 , 000 a r e be i ng pr oduc e d t o f i l l t he s a me ne e d .

Se c t i on 8 f unds c oul d a i d t wi c e a s ma ny f a mi l i e s i f t h e y we r e r e qui r e d t o

b e d i r e c t e d i n t o a i d i ng e x i s t i ng s ubs i d i z e d de ve l opme nt s pr i or t o

pr oduc i ng ne w one s .

Wh a t we a s k t oda y i s t ha t Co ngr e s s a c t t o ma ke s ur e t ha t t he

Na t i ona l Hous i ng Po l i c y i ns o f a r a s i t c o nc e r ns Se c t i on 2 21 ( d) ( 3 ) a nd

Se c t i on 2 36 hous i ng i s no t s ubve r t e d a nd de s t r oye d .

We h a v e s ugge s t e d a c l a u s e t o 1 2 USC Se c . 1 7 1 3 whi c h woul d

s ol ve t he pr obl e m on a n i n t e r i m ba s i s a nd ha l t i r r e s pons i b l e f or e c l os ur e s .

Th e a me nde d c l a us e woul d s t a t e :

1 2 U. S . C. § 1 7 1 3

ACQUI SI TI ON CF PROPERTY BY CONVEYANCE OR FCRECTCSURE

( k ) Th e S e c r e t a r y i s a u t h o r i z e d e i t h e r t o ( 1 ) a c q u i r e
p o s s e s s i o n o f a n d t i t l e t o a n y p r o p e r t y , c o v e r e d b y a mo r t g a g e
i n s u r e d u n d e r t h i s s e c t i o n a n d a s s i g n e d t o h i m, b y v o l u n t a r y
c o n v e y a n c e i n e x t i n g u i s h me n t o f t h e mo r t g a g e i n d e b t e d n e s s , o r
( 2 ) i n s t i t u t e p r o c e e d i n g s f o r f o r e c l o s u r e o n t h e p r o p e r t y c o v e r e d
b y a n y s u c h i n s u r e d mo r t g a g e a n d p r o s e c u t e s u c h p r o c e e d i n g s t o
c o n c l u s i o n : P ROVI DE D, T HAT NO P ROCE E DI NGS F OR F ORE CL OS URE S HAL L
BE I NS T I T UT E D WHE RE T HE P ROP E RT Y COVE RE D BY ANY S UCH I NS URE D
MORT GAGE I S S E RVI NG T HE P OL I CY OF T HE -NAT I ONAL HOUS I NG ACT AS
S E T - F ORT H I N S E CT I ONS 1 4 4 1 AND 1 4 4 1 a OF T I T L E 4 2., B Y P ROVI DI NG
S AF E AND S ANI T ARY L I VI NG QUART E RS F OR LOW AND MODE RAT E I NCOME
F AMI L I E S AT BE L OW MARKE T RE NT S , UNL E S S T HE S E CRE T ARY S HAL L DET E R-
MI NE T HAT T HE RE E XI S T S A S URP L US OF S AF E AND S ANI T ARY L I VI NG
QUART E RS F OR LOW AND MODE RAT E I NCOME F AMI L I E S AT COMP ARABL E
RE NT S I N T HE HOUS I NG MARKE T S E RVE D BY T HE P ROP E RT Y. Th e S e c r e t a r y
a t a n y s a l e u n d e r f o r e c l o s u r e ma y , i n h i s d i s c r e t i o n , f o r t h e
p r o t e c t i o n o f t h e Ge n e r a l I n s u r a n c e , F u n d , b i d a n y s u m u p t o b u t
n o t i n e x c e s s o f t h e t o t a l u n p a i d i n d e b t e d n e s s s e c u r e d b y t h e
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mo r t g a g e , p l u s t a x e s , i n s u r a n c e , f o r e c l o s u r e c o s t s , f e e s , a n d
ot her _ e x p e n s e s , a n d ma y b e c o me t h e p u r c h a s e r o f t h e p r o p e r t y
a t s u c h s a l e . Th e S e c r e t a r y i s a u t h o r i z e d t o p a y f r o m t h e Ge n e r a l
I n s u r a n c e Fu n d s u c h s u ms a s ma y b e n e c e s s a r y t o d e f r a y s u c h t a x e s ,
i n s u r a n c e , c o s t s , f e e s , a n d o t h e r e x p e n s e s i n c o n n e c t i o n wi t h
t h e a c q u i s i t i o n o r f o r e c l o s u r e o f p r o p e r t y u n d e r t h i s s e c t i o n .
P e n d i n g s u c h a c q u i s i t i o n b y v o l u n t a r y c o n v e y a n c e o r b y f o r e c l o s u r e ,
t h e Se c r e t a r y i s a u t h o r i z e d , wi t h r e s p e c t t o a n y mo r t g a g e a s s i g n e d
t o h i m u n d e r t h e p r o v i s i o n s o f s u b s e c t i o n ( g ) o f t h i s s e c t i o n ,
t o e x e r c i s e a l l t h e r i g h t s o f a mo r t g a g e e u n d e r s u c h mo r t g a g e ,
i n c l u d i n g t h e r i g h t t o s e l l s u c h mo r t g a g e , a n d t o t a k e s u c h a c t i o n
a n d a d v a n c e s u c h s u ms a s ma y b e n e c e s s a r y t o p r e s e r v e o r p r o -
t e c t t h e l i e n o f s u c h mo r t g a g e .
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BACKGROUND PAPER FOR NAHMO

Ov e r t he p a s t t hr e e y e a r s p e r ha p s t he mos t s e r i ou s d e f e c t i n t he HUD

s ub s i di z e d h ou s i n g p r ogr a ms f o r ho us i ng l o we r i nc ome p e o pl e i s i t s f a i l ur e t o

me e t t h e s e r i ou s i n c r e a s e i n op e r a t i n g e xp e ns e s a r i s i ng f r o m t h e i nc r e a s e i n o i l

a nd ut i l i t y c os t s a nd o t h e r i n f l a t i o na r y i nc r e a s e s .

By c onc e nt r a t i ng on l y o n n e w ho us i ng c on s t r uc t i o n, HUD i s n o t s u c c e e di ng

i n me e t i ng t h e na t i on ' s ho us i ng go a l s . Whi l e n e w c ons t r u c t i o n i s ne c e s s a r y t o

he l p ne e dy p e r s ons n o t p r e s e nt l y b e ne f i t i ng f r o m e a r l i e r ho us i ng ' pr o gr a ms , -o f

e q u a l i mp or t a nc e i s a s s i s t a n c e t o t e n a nt s o f e xi s t i ng s ub s i di z e d ho us i ng wh o a r e

bur de ne d b y t he i nc r e a s e d op e r a t i n g c o s t s a nd r e n t s o f t he p a s t f i v e ye a r s . The s e

p e opl e a c c e pt e d t he p r o mi s e o f t h e n a t i on a l ho us i ng p r o gr a m o f t h e 6 0 ' s , on l y

t o b e t hr us t a s i de i n t h e p us h f o r n e w h ou s i n g c ons t r u c t i o n i n t he 70 ' s .

AVERAGE SHELTER COSTS: EUROPE v s U. S.

I n Eur o pe a n c oun t r i e s , t h e c os t o f ho us i ng a s a p e r c e n t a g e o f t o t a l i n c o me ,

r a ng e s f r o m . 0 2 0 i n Po l a nd t o . 2 1 8 i n Fr a nc e . The a v e r a g e i n a l l o f Eur o pe i s

1 6 p e r c e nt . The l a t e s t U. S. f i g ur e s i n di c a t e t ha t 1 4 . 5 p e r c e n t o f a l l c ons ume r

e xpe n di t u r e s r e f l e c t ho us i ng c os t s .

Ke e pi ng t he s e p e r c e nt a ge s i n mi n d , l e t us l o o k a t t h e p r ogr a ms pa s s e d by

t he U. S. I n 1 9 6 1 , Se c t i on 2 2 1 ( d) ( 3 ) o f t he Na t i o na l Ho us i n g Ac t p r ovi de d f o r

3 %, 4 0- y e a r go ve r nme nt mo r t ga ge s f o r no n - p r o f i t o r l i mi t e d di vi de nd or g a ni z a t i ons .

At t ha t t i me , FHA us e d 2 0% i n i t s b a s i c f o r mu l a f or d e t e r mi n i ng t h e a l l owa b l e r a t i o

o f i n c o me t o r e nt . Th i s wa s we l l a b ov e t h e U. S. a ve r a ge a nd a t t h e t op o f t h e

We s t e r n Eur ope a n s c a l e .

La t e r U. S. p r ogr a ms s u c h a s t h e 1 9 6 8 Ho us i n g Ac t p r ov i s i o n f or Se c t i on 2 36
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l o a ns f i na nc e d t hr ough p r i va t e l e nd e r s , t h e Re n t Supp l e me nt Pr o gr a m f o r l o we r

i nc ome t e na nt s , a nd Se c t i o n 8 o f t he 19 74 Ho u s i n g Ac t whi c h p r ovi de d r e nt s u bs i di e s

f o r t e n a nt s , a l l e s t a bl i s he d 2 5% a s t h e p r ope r r a t i o b e t we e n i nc ome a nd r e nt .

Thi s p e r c e nt a g e i s 5 % h i g he r t ha n i n Fr a nc e , whe r e ho us i ng c os t s a r e t he hi ghe s t

i n Eur o pe a nd 6 7% mor e t ha n t h e U. S. a ve r a ge .

Th u s i n t h e a i d t o t h e p oor a nd t he l owe r mi ddl e i n c o me f a mi l i e s ' ho us i ng

p r ogr a ms t he g ove r nme nt c on t r i bu t e s v e r y l i t t l e ( mi ni ma l l y ? ) t owa r d t he " d e c e n t

ho me a n d s u i t a b l e l i vi ng e nv i r on me nt " o f t he p e opl e i t s e e k s t o h e l p. Mo r e ov e r ,

un de r b ot h t h e 2 21 ( d) ( 3 ) a nd t h e Se c t i on 2 3 6 ho us i ng p r o gr a ms , HUD r e qui r e d t ha t

t h e p r oj e c t s b e r e nt e d on a p r e f e r e nt i a l ba s i s t o p e o pl e a t t he l o we r e nd o f

t he i n c o me s c a l e . Thi s me a ns t ha t mo s t t e na nt s pa i d a t l e a s t 2 5% of t he i r i n c o me s

t owa r d s r e nt i ni t i a l l y . Wh e n i n f l a t i o n a nd s k yr oc ke t i n g op e r a t i n g c os t s r a i s e d

r e nt s , HUD' s s o l ut i o n t o t hi s p r o bl e m wa s t o i nc r e a s e t he i n c o me l i mi t s f o r

a dmi s s i on t o t h e de ve l op me nt s . Bu t HUD f a i l e d t o c ons i de r t hr e e i mp or t a n t f a c t or s :

* Tha t t h e p e o pl e a l r e a dy l i v i n g i n t h e d e ve l op me n t s move d i n unde r muc h

l owe r i nc ome l i mi t s .

* Tha t un de r HUD r ul e s mo s t t e n a nt s a r e o n t h e v e r ge o f b e i n g " u n d e r

i n c o me " e ve n a t t h e l owe r i nc ome r a n ge .

* Th a t d ue t o i nf l a t i on a r y i nc r e a s e s i n f ue l , u t i l i t i e s a nd t a xe s , r e nt s

a r e r i s i ng o u t o f t he r e a c h o f c ur r e n t r e s i d e nt s o f t he s e p r oj e c t s .

I t i s s a f e t o a s s u me t ha t mo s t t e na nt s , p a r t i c ul a r l y i n t hi s i nc ome gr oup,

di d n o t ha ve a n i nc r e a s e i n i n c o me c ompa r a bl e t o t he h i g he r r e nt a l c os t s .

Th e a t t a c he d c ha r t s h ows t he r e l a t i ons hi p b e t we e n r e nt c os t a nd t e na nt i nc ome

f r o m 1 9 6 6 t o 197 5.

As s h o wn , r e nt s i n HUD p r oj e c t s i n t h e Bos t o n Ar e a i nc r e a s e d b y 8 4 % f o r

- 2 -
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o n e b e d r o o m, 6 9 % f o r t wo b e d r o o ms a n d 5 8 % f o r t h r e e b e d r o o ms . Ma x i mu m i n c o me

l i mi t s we r e i n c r e a s e d b e t we e n 5 1 % a n d 5 3 % f o r t h e p r o s p e c t i v e o c c u p a n t s . Us i n g

3 5 % a s t h e ma x i mu m p e r c e n t a g e o f a p e r s o n ' s i n c o me a l l o wa b l e f o r r e n t , t h i s me a n s

t h a t t e na n t s wo u l d h a v e ha d t o e x p e r i e n c e i n c o me i n c r e a s e s o f 8 5 % f o r o n e b e d r o o m,

6 9 % f o r t wo b e d r o o ms a n d 5 8 % f o r t h r e e b e d r o o ms .

On e s t u d y o f t y p i c a l Bos t o n p r o j e c t s a s we l l a s t h r e e s ma l l t o wn p r o j e c t s i n

Ma s s a c h u s e t t s i n d i c a t e d t h a t 5 0 % o f t e n a n t s p a i d mo r e t h a n 3 5 % o f t h e i r i n c o me s

f o r r e n t d u r i n g 1 9 7 5 .

As s h o wn i n t h e t a b l e , i n c o me h a s n o t r i s e n e v e n h a l f a s f a s t a s r e n t l e v e l s .

A " Ne w Yo r k Ti me s " a r t i c l e o f J a n u a r y 1 9 , 1 9 7 6 s a i d t h a t r e n t a l s i n Ne w Yo r k

Ci t y we n t u p 5 7 % f r o m 1 9 7 0 t o 1 9 7 5 , wh i l e i n c o me s r o s e o n l y 1 7 %. Ha l f o f Ne w

Yo r k ' s t e n a n t s p a i d 2 5 % o f i n c o me f o r r e n t , wh i l e 4 0 0 , 0 0 0 h o u s e h o l d s pa i d mo r e

t h a n 35 %. I t ' s i mp o r t a n t t o a d d t h a t Ne w Yo r k wa s u n d e r Re n t Con t r o l t h r o u g h o u t

t h e f i v e y e a r p e r i o d.

SUI TABLE LI VI NG ENVI RONMENTS: UNFULFI LLED EXPECTATI ONS

Th e o b v i o u s c o n c l u s i o n f r o m t h e a f o r e me n t i o n e d s t u d i e s i s : t h a t HUD h a s

. f a i l e d t o k e e p p a c e wi t h t h e h o u s i n g p r o b l e ms o f t h o s e p e o p l e wh o a c c e p t e d t h e

g o v e r n me n t ' s i n v i t a t i o n t o p a r t i c i p a t e i n t h e r e n t a l h o u s i n g p r o g r a ms . I t h a s

no t p r ov i d e d s u f f i c i e n t f u n d s t o ma i n t a i n i t s a v owe d p u r p o s e o f p r o v i d i n g a

" d e c e n t h o me a n d s u i t a b l e l i v i n g e n v i r o n me n t " f o r t h o s e p e o p l e wh o we r e p r o mi s u d

h e l p . I n s t e a d , HUD h a s p u b l i c i z e d " p a p e r p r o g r a ms " wh i c h u s u a l l y we r e f e a s i b l e

a t i n c e p t i o n , b u t g i v e n o u t s i d e e c o n o mi c f a c t o r s s u c h a s i n f l a t i o n a nd r e c e s s i o n ,

d i d n o t wo r k a s p r o j e c t e d .

I n s o me wa y s , t h e p a r t i a l p r o g r a ms h a v e b e e n wo r s e t h a n n o n e , b e c a u s e f e w

p e o p l e c a n l i v e wi t h t h e f a l s e h o o d o f a l a r g e p r o mi s e t h a t f a i l s t o b e k e pt .
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Th e gov e r nme nt ha s r a i s e d e xp e c t a t i on s by p ubl i c i z i ng p r ogr a ms t ha t s ound good

i n c o nc e pt , b ut i n pr a c t i c e , a dd t o f r u s t r a t i on a nd c o nf r on t a t i on be t we e n t e na nt s ,

l a nd l o r d s a nd g ove r nme nt of f i c i a l s . Mo s t pe o pl e l i vi ng i n l e s s- t h a n- d e s i r a b l e

ho us i n g ma na g e t o a dj us t t he ms e l ve s t o t he i r c i r c ums t a nc e s . Bu t o n c e t he y a r e

f r e e d f r o m po or c o ndi t i o ns t o e n j oy a be t t e r qua l i t y o f l i f e a n d e n vi r onme nt ,

t he y unde r s t a n da bl y r e s i s t t he i d e a o f r e t ur ni n g f r o m whe n c e t he y c a me . Whe n

t e n a nt s c a n n o l on ge r a f f or d t he r e nt l e ve l s ne e de d t o ma i nt a i n t h e de c e nt hou s i ng

t h e y we r e p r o mi s e d, t he y b e c o me a ng r y, di s gr un t l e d a nd r e a dy t o l a s h o u t a t t he

a dmi ni s t r a t or s o f t he pr ogr a m.

The d i f f e r e nc e b e t we e n " d e c e n t h o me " a nd " s ui t a b l e l i v i n g e nv i r onme n t " i s a n

i mpo r t a n t c o ns i de r a t i o n i n ho us i n g po or a nd l owe r mi d dl e i nc o me f a mi l i e s . We

n e e d o nl y me nt i on Pr ui t t I g o e i n St . Lo u i s , No r t h t a wn da l e i n Chi c a go a nd

Co l umbi a Poi n t i n Bo s t o n t o i l l us t r a t e t he f a c t t ha t p r ov i di ng a d e c e n t home

i n i t i a l l y doe s n o t wo r k t o c r e a t e a " s ui t a b l e l i v i n g e n vi r o nme n t " o n a s u s t a i n e d

b a s i s , e s pe c i a l l y whe n l o we r i n c o me p e opl e a r e i s ol a t e d f r o m t he r e s t o f s oc i e t y.

J u s t a s t he j u ve n i l e r e f or m s c h oo l s ha v e be e n n o t s o muc h c on du c i ve t o r e f or m a s

• t he y h a ve b e e n i n c u ba t or s f or a d va n c e d c r i me t e c hn i qu e s , t h e s t r i c t l y l o w i nc o me

hou s i n g pr oj e c t s i s o l a t e a hi gh pr opor t i on of p e op l e wi t h s o c i a l , ph ys i c a l a nd

c u l t ur a l d i f f i c ul t i e s . As a r e s ul t , t he bu r d e n s u nd e r whi c h t h e s e pe opl e l i v e

b e c o me on l y he a vi e r .

For e x a mp l e , whe n a f a mi l y wi t h pr o bl e m c h i l dr e n mov e s i nt o a n a ve r a ge

Ame r i c a n ne i gh bor ho od, t he y b e n e f i t f r om pe e r gr o up p r e s s ur e . Th e y a r e e nc our a ge d

t o b e " g o o d c i t i z e n s " , t o ke e p up t he n e i gh bo r ho od , a nd t o de vo t e s uf f i c i e nt

a t t e n t i o n t o t he pr obl e ms o f t he i r c h i l d r e n, whi l e a t t h e s a me t i me , a nt i - s o c i a l

be ha vi o r s u c h a s l i t t e r i n g a nd va nd a l i s m i s a c t i ve l y di s c o ur a ge d. Pu t a l a r ge
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pr opor t i on o f d i s a dva nt a g e d a n d pr o bl e m f a mi l i e s t og e t he r i n a n i s ol a t e d s e t t i n g,

a nd a ni t - s o c i a l b e h a v i o r s u c h a s t e e na ge d ga n gs f r e que nt l y b e c ome s t he no r m. Ou r

e xp e r i e n c e i n t h e n a t i o n a l h o us i n g pr o gr a ms o f t h e 1 93 0 ' s s h owe d t h e s e t e n de nc i e s

a nd p r e s s u r e s , ye t t he r e wa s no a t t e mpt t o me e t t he pr obl e m un t i l t h e Ho us i n g

Ac t o f 1 96 5 , whi c h c r e a t e d t h e Se c t i o n 2 3 Pi l o t pr o gr a m a nd t he s ub s e qu e n t Se c t i on

8 pr ogr a m.

THE PROMI SE OF THE FUTURE

De s pi t e t h e gr i m r e a l i t i e s now c on f r ont i n g t e n a n t s , ma n a ge r s a n d own e r s o f

s u bs i d i z e d h ou s i ng , t h e pr omi s e s o f t he pa s t ne e d n o t b e a ba nd on e d . Exi s t i ng

ne w pr ogr a ms s u c h a s Se c t i o n 2 1 2 a nd Se c t i o n 8 hol d t he p ot e n t i a l f o r me nd i ng

br oke n pr o mi s e s o f t h e pa s t , pr ovi de d t ha t t he s e n e w s ubs i d y pr o gr a ms a r e f oc us e d

a nd a dmi ni s t e r e d pr ope r l y.

By e n a c t i ng t he Se c t i on 2 1 2 o pe r a t i ng s ubi s d y a nd t h e Se c t i on 8 Re n t a l

As s i s t a nc e Pr og r a m, Cong r e s s h a s de mo ns t r a t e d i t s a wa r e ne s s o f t h e e xc e s s i v e bu r de n

o n t e na n t s o f s u bs i di z e d hous i ng. Th e Se c t i on 2 1 2 o pe r a t i ng s u bs i dy a t t e mpt e d

t o me e t t he p r obl e m o f t e na n t s p a y i n g 3 5% or mo r e o f t he i r i nc o me s f or r e n t .

Of f e r e d t o Se c t i on 23 6 de v e l o pme nt s , t h e # 2 1 2 s ub s i d y c o ve r s t h e por t i on o f a n y

r e n t i nc r e a s e di r e c t l y a t t r i bu t a bl e t o i nc r e a s e d t a x a nd ut i l i t i e s c os t s wh i c h

r i s e s a b ov e 30 % o f a t e na nt ' s i n c o me . ( No t e t ha t 30% i s mo r e t ha n t wi c e t h e

n a t i on a l a ve r a g e . ) HUD, h owe v e r , r e f us e d t o i mp l e me n t t h i s s u bs i d y , a nd h a v i n g

l o s t l a ws u i t s r e qui r i n g i mpl e me n t a t i on i n va r i o us f e de r a l c ou r t s , i s n ow a ppe a l i n g

t o t he Ci r c ui t Cour t s o f Ap pe a l . Eve n whe n i mpl e me n t e d, Se c t i on 2 1 2 i s on l y a

pa r t i a l s o l u t i o n , f or by vi r t ue o f t h e n a r r o w n a t ur e o f t h e be n e f i t o f f e r e d ,

ma ny t e n a nt s s t i l l p a y b e t we e n 3 5% a nd 50 % o f i n c o me f o r h ous i ng.

Th e n e w Se c t i on 8 pr o gr a m ho l ds t he gr e a t e s t pr omi s e f o r t he f ut ur e . I n

a dd i t i o ns t o p r ovi di ng t ha t t e n a nt s ne e d n o t pa y i n e xc e s s o f 2 5 % o f i nc ome t owa r d
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r e n t , i t a l s o e n c o u r a g e s l a n d l o r d s t o r e n t t o l o we r i n c o me f a mi l i e s b y g u a r a n t e e i n g

a p o r t i o n o f t h e r e n t , p r o v i d i n g a l l o wa n c e s f o r r e p a i r c h a r g e s a t v a c a n c y a s

we l l a s c o v e r i n g e x c e s s i v e v a c a n c y c o s t s i n v o l v e d . Be s i d e s r e s o l v i n g t h e

d i l e mma o f r e n t - t o- i n c o me r a t i o , Se c t i o n 8 e n c o u r a g e s a b e n e f i c i a l i n c o me

mi x b y e n a b l i n g l o we r i n c o me f a mi l i e s t o mo v e i n t o a v e r a g e n e i g h b o r h o o d s ,

wh e r e t h e i r c h i l d r e n r e c e i v e t h e b e n e f i t o f c r o s s - c u l t u r a l e x p e r i e n c e , b o t h

s o c i a l l y a n d e c o n o mi c a l l y . Th i s v a r i e d e x p e r i e n c e a l s o b e n e f i t s t h e c h i l d r e n

o f mi d d l e a n d u pp e r - mi d d l e i n c o me f a mi l i e s . T h r o u 0 t h e i r a s s o c i a t i o n , b o t h

g r o u p s e n j o y g r e a t e r u n d e r s t a n d i n g a n d t o l e r a n c e f o r t h e p a t t e r n s o f l i v i n g o f

o t h e r s o c i o - e c o n o mi c g r o u p s .

Th e r e c a n b e l i t t l e a r g u me n t t o a c o n c e p t s o u n i v e r s a l i n a p p e a l . Th e

r e a s o n i t n e e d s t o b e r e s t a t e d a nd e mp h a s i z e d i s t h a t g o v e r n me n t p r o g r a ms s t i l l

a r e n o t t a r g e t e d o n t h i s g o a l . A l a r g e b l o c k i n Co n g r e s s i s u s i n g Se c t i o n 8

t o p r o mo t e p r o d u c t i o n ; t h i s i s a d e s i r a b l e g o a l a s i t r e l a t e s t o i n c r e a s e d

e mp l o y me n t a n d h o u s i n g s t o c k .

Ho we v e r , we c a n n o t c o n f u s e h o u s i n g p r o d u c t i o n g o a l s wi t h t h e ma n d a t e f o r

p r o v i d i n g b o t h d e c e n t h o me s a n d s u i t a b l e l i v i n g e n v i r o n me n t s , f o r a s s e e n

e a r l i e r , o n e d o e s n o t a u t o ma t i c a l l y f o l l o w t h e o t h e r . We a r e f a c e d wi t h t h e

p r o b l e m o f ma k i n g Se c t i o n 8 wo r k n o t o n l y f o r n e w p r o j e c t s , b u t a l s o f o r t h e

ma i n t e n a n c e o f u n i t s p r e v i o u s l y c r e a t e d b y HUD. Ot h e r wi s e , we wi l l s e e a

c o n t i n u a t i o n o f t h e v i c i o u s c y c l e wh e r e b y t h e n e w d e v e l o p me n t s o f t o d a y b e c o me

o b s o l e s c e n t wi t h i n t e n y e a r s o r l e s s .

PROTOTYPE: MASS HOUSI NG FI NANCE ASSOCI ATI ON ( MHFA)

Ma s s a c h u s e t t s i s t h e o n l y s t a t e wh o s e Ho u s i n g Fi n a n c e p r o g r a m c o n t e mp l a t e s

t h a t 2 5 % o f a l l un i t s s h o u l d b e r e n t e d t o l o w i n c o me i n d i v i d u a l s . Th i s wa s
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my p e r s o na l c ont r i but i on t o t he d r a f t i n g o f t he l a w wh e n i t wa s p r e s e nt e d t o

t h e l e g i s l a t ur e . MHFA s t u d i e s s ho w t ha t t h e pr og r a m i s s uc c e s s f u l , pr ovi di ng

i t i s a dmi ni s t e r e d pr ope r l y. Th e u pp e r i nc o me p e opl e h a v e l i ve d c omf o r t a bl y

wi t h t hos e o f l o we r i n c o me , wh o i n t ur n h a v e e nj oye d t he a d di t i o na l a me ni t i e s

of f e r e d i n or de r t o me e t t he r e q ui r e me nt s o f t he up pe r i nc o me ma r ke t . Howe v e r ,

i n o r d e r t o bu i l d s o me pr oj e c t s , MHFA ha d t o r e s o r t t o Se c t i o n 2 3 6 f i na nc i ng,

a nd t h us l os t s ome o f i t s c r o s s - s e c t i on a l a ppr oa c h. Ho we ve r , a gr e a t d e a l o f

f l e xi bi l i t y i n r e nt i ng t o h i g he r i n c o me p e o pl e wa s a l l owe d, s o t h a t t h e p r obl e m

o f t oo hi gh a c on c e n t r a t i on o f l owe r i nc ome i n di vi d ua l s wa s a voi d e d t o s o me de gr e e .

Al t h ough HUD ha s gi ve n l i p s e r v i c e t o s o c i a l a nd e c o no mi c mi x i n i t s r e n t i n g

pol i c y , i t ba s i c a l l y ha s a c c e pt e d t h e pr e s s u r e o f l o we r i n c ome gr oups f or be t t e r

p hys i c a l ho us i n g. Th i s no t on l y di mi ni s h e s s o c i a l a nd e c o no mi c mi xi ng , b ut

a l s o c on t r i b ut e s l i t t l e t o a s u s t a i ne d " s ui t a b l e l i v i n g e n vi r o nme n t . "

RESTORI NG TRUST

I n s o f a r a s a dmi ni s t r a t i on o f t h e n a t i on a l h ou s i n g p r o gr a m i s c on c e r ne d,

HUD h a s a t h r e e- f o l d r e s po ns i bi l i t y . I t ha s pr omi s e d hi g he r l i vi ng s t a nd a r ds

t o l ow a n d mo de r a t e i n c o me f a mi l i e s , wh o no w, d ue t o e c o no mi c f a c t or s be yond

t he i r c o nt r ol , a r e l o s i ng wha t e ve r ga i ns t h e y h a v e ma d e o ve r t h e pa s t f e w ye a r s .

For t he mo s t p a r t , we a r e t a l ki ng a b o ut e l d e r l y p e op l e l i v i n g on f i xe d i nc o me s

a nd t h e " wo r k i n g poor " : t h os e i n di v i d ua l s t r yi ng t o s u pp o r t t he i r f a mi l i e s o n

gr os s i nc o me s o f $1 0 0 - $ 1 5 0 we e kl y. I f t he gov e r n me n t f a i l s t o bo l s t e r t hi s

g r oup ' s p r od uc t i vi t y b y p r ov i di ng s ome i n c e nt i v e f or t h e m t o c o nt i n ue wor k i n g,

ma n y ma y s i mpl y gi ve u p , f or f r e q ue nt l y t h e y c a n e nj oy mor e c o mf or t a b l e c i r c um-

s t a n c e s o n we l f a r e , wi t h i t s a c c ompa n yi ng me di c a i d a nd s i mi l a r b e ne f i t s no t
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or di na r i l y a v a i l a bl e t o t h e wor k i n g p opul a t i on . Of f e r i n g s u f f i c i e n t a s s i s t a nc e

t o h e l p t he s e p e opl e r e ma i n p r o duc t i v e me mbe r s o f s o c i e t y ma y b e r e ga r de d a s

e xp e n s i v e , b u t t h e a l t e r n a t i v e i s f a r mor e c o s t l y , n o t o nl y i n t e r ms o f d ol l a r s ,

b u t i n wa s t e d hu ma n r e s our c e s .

Th e p r i va t e i nv e s t or s a r e a n ot h e r i mp or t a n t c on s i de r a t i o n i n s ub s i di z e d

ho us i ng . Th e i r good f a i t h h a s b e e n s h a k e n b y t h e f a c t t h a t t h e p r ogr a m ha s

not l i v e d up t o e xpe c t a t i on . Ma ny i n ve s t or s h a ve l o s t a g r e a t d e a l o f mone y

t hr oug h f o r e c l o s u r e , ma n y mo r e a r e r e c e i vi ng no d i v i de nd s o n t he i r i nv e s t me n t s ,

a nd t he r i s k o f f o r e c l os ur e t hr e a t e ns s t i l l mor e . Th e c o n c e p t o f p ubl i c ho us i ng

h a s pr ov e d t o b e un wor ka bl e i n mo s t c a s e s , a nd i f Con gr e s s i s t o de pe nd on t he

p r i v a t e s e c t or f o r s u ppo r t i ng s u bs i di z e d h ous i n g, i t mus t t a k e p os i t i ve s t e p s t o

s e e t ha t mu t u a l t r us t a nd c o nf i d e n c e r e ma i n e f f e c t i ve .

Pr e s e r vi n g t he na t i o na l h ou s i n g p r ogr a m r e qui r e s a t hr e e - wa y p a r t ne r s h i p

b e t we e n t h e g ove r nme nt , own e r s a nd t e na nt s . At t h i s p o i n t , t he gov e r nme nt i s

f a i l i n g t o uphol d i t s p a r t o f t h e a gr e e me n t , whi c h h a s c a us e d a l o s s o f f a i t h

a n d d i s s e ns i on a mong t he ot he r p a r t i e s . Thr oug h Se c t i o n 8 , t h e g ove r nme nt

h a s t h e t oo l s t o r e s t or e c on f i d e n c e , t o r e pa i r d e f i c i e n c i e s a nd t o b ui l d a

s o l i d ho us i ng p r ogr a m wh i c h i s s t r on g e nough t o wi t hs t a nd wh a t e v e r p r e s s u r e s

l i e i n t h e f u t ur e .
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A N A L Y S I S

I n 1 9 6 5 t h e B o s t o n S t a n d a r d M e t r o p o l i t a n A r e a , t h e m a x i m u m i n c o m e s

f o r S e c t i o n 2 2 1 ( d ) ( 3 ) w e r e s e t a s s h o w n b e l o w . H U D e n c o u r a g e d m a n a g e -

m e n t t o s e e k t e n a n t s f o r w h o m t h e r e n t w o u l d e q u a l n o m o r e t h a n 3 5 7 . o f

t h e i r i n c o m e . I f w e u s e t h i s 3 5 7 . l i m i t f o r c o m p a r i s o n p u r p o s e s b e t w e e n

t h e n a n d n o w :

O r i g i n a l r e n t s f o r t y p i c a l p r o j e c t i n P r e s e n t H U D r e n t s f o r t y p i c a l p r o j e c t s

. B o s t o n a c c o r d i n g t o t h e F H A F o r m 2 4 5 8 a r e a s f o l l o w s :

s i g n e d O c t . 1 4 , 1 9 6 6 w e r e a s f o l l o w s : P e r c e n t a g e

I n c r e a s e

O n e b e d r o o m $ 1 0 0 . 5 0 O n e b e d r o o m $ 1 7 5 . 0 0 8 4

( o n e o r t w o p e o p l e )

T w o b e d r o o m 1 1 6 . 5 0 T w o b e d r o o m 1 9 8 . 0 0 6 9

( t h r e e o r f o u r p e o p l e )

T h r e e b e d r o o m 1 3 2 . 5 0 T h r e e b e d r o o m 2 1 0 . 0 0 5 8 •

( f i v e o r s i x p e o p l e )

- M a x i m u m i n c o m e l i m i t s f o r t y p i c a l p r o j e c t P r e s e n t m a x i m u m i n c o m e l i m i t s a r e IN . .
0i n E o s t o n a c c o r d i n g t o F H A F o r m 1 7 2 9 s i g n - a s f o l l o w s ( 1 9 7 5 ) : C O

c d O c t o b e r , 1 7 , 1 9 6 6 w e r e a s f o l l o w s : P e r c e n t a g e i . P .

Y e a r l y Y e a r l y I n c r e a s e

1 p e r s o n $ 5 , 1 5 0 . 0 0 1 p e r s o n $ 7 , 8 0 0 . 0 0 5 1 '

2 p e o p l e 6 , 2 5 0 . 0 0 2 p e o p l e . ' 9 , 5 0 0 . 0 0 5 2

3 & 4 p e o p l e 7 , 3 5 0 . 0 0 3 & 4 p e o p l e 1 1 , 2 0 0 . 0 0 5 2

5 & 6 p e o p l e 8 , 4 5 0 . 0 0 5 & 6 p e o p l e 1 2 , 9 0 0 . 0 0 5 3

T h e m i n i m u m a l l o w a b l e i n c o m e b a s e d o n n o m o r e P r e s e n t m i n i m u m a l l o w a b l e i n c o m e b a s e d o n n o m o r e

t h a n 3 5 7 . o f a p e r s o n ' s i n c o m e g o i n g t o w a r d s r e n t t h a n 3 5 7 , o f a p e r s o n ' s i n c o m e g o i n g t o w a r d s r e n t a r e

w e r e a s f o l l o w s : a s f o l l o w s : P e r c e n t a g e

Y e a r l y Y e a r l y I n c r e a s e

S m a l l o n e b e d r o o m $ 3 , 2 5 7 . 1 6

O n e b e d r o o m $ 6 , 0 0 0 8 4 t o 8 7

L a r g e o n e b e d r o o m 3 , 4 4 5 . 6 8

T w o b e d r o o m 3 , 9 9 4 . 3 2 T w o b e d r o o m 6 , 7 8 8 . 5 2 6 9

T h r e e b e d r o o m 4 , 5 4 2 . 8 6 T h r e e b e d r o o m 7 , 2 0 0 . 0 0 5 8

N o t e : O u r o w n s t u d y o f f i v e p r o j e c t s , t w o i n n e r c i t y a n d t h r e e i n s m a l l e r t o w n s i n M a s s a c h u s e t t s ,

s h o w s t h a t o v e r 5 0 7 . w o u l d h a v e t o p a y i n e x c e s s o f 3 5 7 . o f t h e i r i n c o m e s f o r r e n t .
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As t he t a bl e poi nt s out , a s i ngl e t e na nt , or i gi na l l y
Ac c e pt e d . under t he mi ni mum a l l owa bl e i nc ome , a nd who i n a
ma j or i t y of c a s e s , l i ve s on a f i xe d i nc ome , woul d ha ve ha d
t o i nc r e a s e hi s i nc ome 847, f r om $3, 250 t o $6, 090 t o r e ma i n
e l i g i bl e f or t hi s t ype of hous i ng. Si mi l a r l y , a f a mi l y of
t hr e e or f our ha d t o i nc r e a s e t he i r mont hl y i nc ome f r om
$3, 994 t o $6, 788. 52 or $7, 2 00 de pe ndi ng upon whe t he r t he y we r e
l i vi ng i n a t wo be dr oom or t hr e e be dr oom a pa r t me nt - - a n i n-
c r e a s e o f be t we e n 6 0 a nd 70%. I t hi nk i t i s r e a s ona bl e t o
a s s ume t ha t ve r y f e w pe opl e ha d i nc ome c ha nge s of t hos e ma g-
ni t ude s .

The t a bl e be l ow de mons t r a t e s t ha t a s t he Cons ume r Pr i c e
I nde x ha s r i s e n , t he de f i n i t i on of pove r t y ha s c ha nge d a s
we l l . Conc omi t a nt l y , t he e l i g i bi l i t y f or l ow a nd mode r a t e
i nc ome hous i ng ha s c ha nge d. I n 1965, f or i ns t a n c e , a f a mi l y
of f our wa s e l i g i b l e f or a t wo be dr oom i f i t e a r ne d $3, 994. 32
pe r a nnum - - or $7 00 a bove t he pove r t y t hr e s hol d . I n 1974,
t he s a me a pa r t me nt r e qui r e d a n i nc ome of n o l e s s t ha n $6, 788. 52
o r r oughl y $1, 700 a bove t he pove r t y l e ve l . The n e t r e s ul t i s
t ha t pe opl e ha ve be e n a nd i nc r e a s i ngl y wi l l c ont i nue t o be
di s pl a c e d f r om t he hous i ng t ha t wa s s pe c i f i c a l l y de s i gne d f or
t he m.

Cha nge s Be t we e n 1 959 a nd 1974 i n t he Cons ume r Pr i c e I nde x
a nd t he Ave r a ge Low- I nc ome Thr e s hol d f or a Nonf a r m Fa mi l y

YEAR

o f Fo ur *

AVERAGE THRESHOLD FOR
A NONFARM FAMI LY OF

FOUR PERSONSon an

CONSUMER PRI CE I NDEX
( 196 3=100 )

1974 ( e s t i ma t e d
1 1 % r a t e of i n f l a t i on) 156. 1 $ 5 , 039
1 9 73 145. 1 4 , 5 40

1 97 2 136. 6 ' 4 , 27 5

19 71 132. 3 4 , 13 7
1 9 70 1 26. 8 ' 3 , 968
19 69 119. 7 3 , 74 3
1968 113. 6 3 , 553

19 67 109. 1 3 , 553
1 966 106. 0 3 , 317
1965 103. 1 3 , 2 23
19 64 101. 3 3 , 16 9

1 9 63 1 00. 0 3 , 12 8

* Cur r e nt popul a t i on r e por t Cons ume r I nc ome Se r i e s P 6 0 # 9 8
Cha r a c t e r i s t i c s of t he Low I nc ome Po p. ; 1 973 I s s ue d J a nua r y 1975

Not e : I n t he Eur ope a n c ount r i e s , r e nt s f or l owe r - i nc ome f a mi l i e s
r a nge f r om 6 t o 20 pe r c e nt of i nc ome i n t he Ea s t e r n Eur ope a n
c ount r i e s ; 15 t o 18 pe r c e nt of i nc ome i n We s t Ge r ma ny; 1 2 t o
1 3 pe r c e nt of i nc ome i n Engl a nd; a nd 15 t o 20 pe r c e nt of
i nc ome i n t he Nor di c c ount r i e s .
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The C a P Z A l et t er
A r epor t on t he act i vi t i es of t he Ci t i zens Hous i ng and Pl anni ng '
Associ at i on and event s i n hous i ng and c ommuni t y devel opment .

NOTE CHARTS ATTACHED

Vol . V. No. 1 Mar ch 1977

NEV HUD LEADERSHI P URGED
TO HELP FI NANCI ALLY
TROUBLED F HA DEVELOPMENTS

CHPA a nd a wi de numbe r o f t e n a n t ,
ne i ghbor hood , a nd s e r v i c e o r ga n i z a t i ons
c onc e r ne d wi t h t he f u t u r e o f f i na nc i a l l y
t r oub l e d FHA hous i ng de ve l opme n t s , ha ve
a s ke d HUD Se c r e t a r y Pa t r i c i a Rob e r t s
Ha r r i s t o pe r s ona l l y r e v i e w HUD a c t i ons
a nd pol i c i e s i n o r de r t o be g i n r e s po n-
s i b l e a c t i on t o f u l f i l l t he s t a t u t o r y
pur pos e o f HUD- he l d p r ope r t i e s i n Bo s -
t o n .

I n Bos t o n , t he r e a r e 111 d e ve l op -
me nt s wi t h 13, 787 un i t s o f wh i c h 7 3
wi t h 8 , 3 1 2 un i t s a r e i n de f a u l t o r mor e
s e r i ous f i na nc i a l c ond i t i on . Twe n t y -
f ou r p r o j e c t s wi t h 2 , 286 un i t s we r e
ba i l e d o u t by HUD wi t h Se c t i on 8 f u nd -
i n g l a s t Augu s t .

Th e l a t e s t CHPA- i n i t i a t e d a c t i o n ,
f o l l ows a n e f f o r t i n De c e mbe r t h r ough
St a t e Se n a t o r J os e ph F . Ti mi l t y who
r e que s t e d t he Ca r t e r Tr a ns i t i on Te a m t o
i mpos e a mor a t o r i um on t he s a l e o f HUD-
f o r e c l os e d p r ope r t i e s un t i l t h e ne w
Admi n i s t r a t i on c ou l d de ve l op a po l i c y
a nd a p r ogr a mma t i c r e s pons e t o t he p r ob -
l e m. Th e Ti mi l t y me mo wa s a l s o f i e l de d
t o t he s t a f f o f U. S. Se na t o r Ed wa r d W.
Br ooke who u r ge d t he ou t go i ng Se c r e t a r y
Ca r l a Hi l l s t o i mpos e t he ' mor a t or i um.
At Br oo ke ' s i n s i s t e nc e , Se c r e t a r y Hi l l s
r e i n s t a t e d t he mor a t o r i um on l y a f e w
da ys be f or e l e a v i ng o f f i c e , pe nd i ng
r e c omme nda t i on o f a HUD Bos t on Ar e a
Of f i c e Ta s k Fo r c e .

Pr e v i o us t o t h a t a c t i on , Se c r e t a r y
Hi l l s ha d d i r e c t e d HUD Ar e a Of f i c e t o
pur s ue a p r og r a m t o d i s pos e o f t he HUD
he l d p r ope r t i e s t h r ough f o r e c l os u r e s a l e s .
Fo r e c l os u r e p r oc e e di ngs ha ve be e n und e r -
wa y f o r a pp r ox i ma t e l y 1 , 300 u n i t s .

- 1 2 -

Th e l e t t e r t o Se c r e t a r y Ha r r i s s a i d
t h a t :

- HUD i s f a i l i n g mi s e r a b l y i n i t s
a t t e mpt t o mr , xl mi ze t he r e t u r n t o t he
i n s u r a n c e f u nd s ;

- Ma s s i v e d i s l oc a t i on o f ne e dy t e n -
a n t s , mo s t l y mi n or i t y , i s l i ke l y t o
r e s u l t f r o m HUD s a l e s ;

- Th e he a v i l y mi no r i t y ne i ghbor hoods
i n wh i c h t h e t r oub l e d p r ope r t i e s a r e
l o c a t e d wi l l b e ma s s i ve l y d i s r up t e d i f
l a r ge numbe r s o f un i t s a r e s o l d i n t he
s a me f a s h i o n ;

- Th e l a c k o f r e s t r i c t i ons o n owne r s
a nd t h e c u r r e n t ma r k e t pr i c e f o r t he s e
u n i t s e nc our a ge s pe c u l a t i ve pu r c ha s e r s
wi t h l i mi t e d ma na ge me n t c a pa b i l i t i e s a n
n o c onc e r n f o r c u r r e n t r e s i d e n t s .

Fo r 441 mul t i - f a mi l y u n i t s s o l d , t he
a ve r a ge s a l e pr i c e h a s b e e n u n de r $ 2 5 0
p e r dwe l l i ng u n i t , r e t u r n i ng 1 . 5 c e n t s
a n d 3 c e n t s pe r one do l l a r i n t he o r i g -
i n a l p r o j e c t mor t ga ge . Th e l e t t e r po i n -
t e d o u t t h a t " t he s e s a l e s ha ve c o n t a i n ,
n o r e s t r i c t i o ns up on t h e pur c ha s e r s a s
t o t h e ma nn e r i n wh i c h t h e y ope r a t e t he
p r ope r t i e s o r a s t o t h e t e na n t s whom
t h e y s e r ve , a s a r e s u l t , s ubs t a n t i a l
r e n t i n c r e a s e s a r e be i ng s ou gh t by t he
pur c h a s e r s . " I t no t e d t h a t i n one c a s e .
i nc r e a s e s t o t a l l i ng 3 2 p e r c e n t o f p r e s -
e n t r e n t s we r e be i ng s ou gh t t h r ough t h e
Bos t o n Re n t Co n t r o l Bo a r d .

The o r ga n i z a t i ons r e c omme nde d t h a t :

- A mor a t o r i um o n s a l e o f HUD- he l d
f o r me r l y a s s i s t e d mu l t i - f a mi l y pr ope r t i ,
i n Bo s t on un t i l a ne w a na l ys i s o f pos s i L
a l t e r na t i ve s f o r e a c h p r o j e c t i s u nde r -
t a ke n ;

- A mor e s pe c i f i c s t a nda r d be e s t a b -
l i s he d f o r d i s pos i t i on a na l ys i s a nd de c i -
s i o ns r e ga r d i n g HUD- he l d f o r me r l y a s s i s -
t e d p r ope r t i e s i n Bo s t o n . Th e s ugge s t e d
s t a n da r d :

( CONT. )
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- Th e mo s t e f f e c t i v e wa y t o pr ovi de
d e c e n t h ou s i ng f o r t he p r e s e nt s u b s i d y
e l i gi b l e t e n a n t s o f HUD- he l d pr o pe r t i e s
a t r e n t s t h e y c a n a f f o r d t h u s a l l o wi ng
f o r c o ns i d e r a t i o n o f a l t e r n a t i v e s t h a t

me e t t h e h o u s i n g n e e d s o f t h e t e n a n t s
a n d o f t he e f f e c t s o f a l t e r n a t i ve a p p r o a -
c h e s o n t h e n e i g h b or h o o ds .

- Es t a b l i s h a n e w pr oc e s s f o r p r e pa r -
a t i o n o f d i s p o s i t i o n p r o gr a ms i n Bo s t o n
o n a c a s e - b y- c a s e b a s i s , mod e l e d o n t h e
de mo ns t r a t i o n p r oj e c t u n d e r t a k e n b y t h e
BUD Re g i o n a l Of f i c e i n Sa n Fr a n c i s c o .

- Gr a n t t h e HUD Ar e a Of f i c e i n Bo s t o n
d i s c r e t i o n t o r e t a i n r e s p on s i bl e h ou s i ng
ma n a g e r s f o r f o r e c l os e d p r o pe r t i e s r a t he r
t h a n s e l e c t i o n o f t he l o we s t b i d d e r . I t
i s c r i t i c a l t h a t r e s po ns i b l e h o us i n g ma na -
g e r s b e r e t a i n e d d u r i n g t he p e r i od wh e n
pr op e r t i e s a r e h e l d b y HUD.



F i g u r e A: F I NANCI AL S T AT US OF BOS T ON' S 2 2 1 ( d ) ( 3 ) & 2 3 6
HOUS I NG I NVE NT ORY BY P ROJ E CTS & BY UNI T S

( AS OF 1 2 / 1 0 / 7 6 )

d e f a u l t o r ma r
s e r i o u s f i n a n -
c i a l c o n d i t i o n

d e f a u l t o r mo r e
s e r i o u s f i n a n c i a l
c o n d i t i o n



F I NANCI AL S T AT US OF BOS T ON' S 2 2 1 ( d ) ( 3 ) &
2 3 6 HOUS I NG I NVE NT ORY, NEW UNI T S v s . RE HAB

UNI T S ( AS OF 1 2 / 1 0 / 7 6 )

1 8 7 4 d . u .
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F i g u r e C: CHANGE S I N I NCOME & E XP E NS E S F OR A S AMP L E OF
1 3 BOS T ON P ROJ E CT S 1 9 7 0 - 1 9 7 5

D
E
B
T

S
E
R
V
I
C
E

1 9 7 0

- 1 6 -
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Nat i onal Associ at ion of Housi ng Manager s and Owner s
Sui t e 400 Sout h • 1800 M St reet , N. W. • Washi ngt on, D. C.

M E M O R A N D U M

Ana l ys i s o f Se c t i on 221( d ) ( 3 ) Mor t ga ge , 1 0 ye a r s o l d , wi t h a

c onve r s i on t o Se c t i on 236 :

Und e r Se c t i on 221( d ) ( 3 ) , t he 3% mor t ga ge pa ya b l e ove r 4 0 ye a r s

r e qui r e s pa yme nt s o f 4 . 3% pe r a nnum. As s umi ng t he o r i g i na l mor t ga ge

wa s $20 , 000 pe r uni t t he de b t s e r v i c e pa yme nt s unde r Se c t i on 221( d ) ( 3 )

woul d be $859 . 0 0 pe r a nnum. I f s uc h a 3% mor t ga ge unde r Se c t i on

221( d ) ( 3 ) i s t e n ye a r s ol d a t t he t i me o f a c onve r s i on t o a Se c t i on 236 ,

t he mor t ga ge woul d ha ve be e n pa i d down by 24% a nd t he ne w mor t ga ge

unde r Se c t i on 236 woul d t hus be on l y 76% o f t he o r i g i na l mor t ga ge .

Th e o r i g i na l mor t ga ge o f $20 , 000 pe r uni t woul d t hus ha ve be e n r e duc e d

a f t e r t e n ye a r s by 24% t o $15 , 200 .

Unde r Se c t i on 2 36 t he de b t s e r v i c e on a $1 5 , 20 0 mor t ga ge wi t h a

3 0 ye a r t e r m woul d be 3 . 86% pe r ye a r o r $587 . 00 . Thus c onve r t i ng f r om

Se c t i on 221( d ) ( 3 ) t o Se c t i on 236 i n t he t e n t h ye a r woul d r e s ul t i n a n

a nn ua l de b t s e r vi c e r e duc t i on o f $27 2 . 00 pe r uni t .

Some 221( d ) ( 3) pr oj e c t s woul d ne e d on l y t h i s k i nd o f he l p t o

ma ke t he m v i a b l e a nd t o pe r mi t HUD t o t a ke t he m ou t o f t he i ns ur a nc e

f und a s Se c t i on 23 6 p r oj e c t s a nd ha ve t he m t r a ns f e r e d t o FNMA. Addi ng

t he Se c t i on 2 12 Ope r a t i ng Subs i dy t o t he p r o j e c t f o r f u t u r e i nc r e a s e s

i n u t i l i t i e s a nd t a xe s mi ght b e s u f f i c i e nt t o ma k e ma ny mor e HUD pr oj e c t s

v i a b l e wi t hou t a ny ne c e s s i t y f o r Se c t i on 8 moni e s . Pr o j e c t s t ha t c ou l d

no t b e ma de v i a b l e wi t h t he s e t wo p r ogr a mma t i c c ha nge s woul d ha ve t o

h a ve Se c t i on 8 s uppl e me nt s i n a ddi t i on .

- 1 7 -
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Nat i onal Associ at i on of 1 l ousi ng N t anagers and Owner s
Sui t e 4 00 Sout h • 1800 M St reet , N. W. • Washi ngt on, D. C.

M E M O R A N D U M

Compa r i s on be t we e n a Se c t i on 8 a pp l i c a t i on f o r a 2 23( f ) mor t ga ge

t o r e p l a c e t he p r e s e nt de f a ul t e d 221( d ) ( 3 ) mor t ga ge on t wo 8 0- u n i t

bui l di ngs bui l t i n a s ound ne i ghbor hood a nd f o r a 207 o r 221( d ) ( 4 )

a pp l i c a t i on f o r t wo pr opos e d ne w e qui va l e nt bu i l d i ngs :

The a ve r a ge a nnua l i nc ome o f t he t e na n t s now oc c upy i ng ( mos t l y

e l de r l y ) i s $6, 322. The ope r a t i ng e xpe ns e s r e qu i r e d pe r un i t i s $1500 .

The mor t ga ge s e r vi c i ng r e qui r e me nt f o r $15 , 00 0 pe r un i t i s c omput e d a s

f o l l ows : a 35 ye a r mor t ga ge a t 9% wi t h M. I . P. r e qui r e s l e ve l pa yme nt s

o f $9 9 . 08 pe r ye a r pe r $1000 . Thus , f o r $15 , 0 00 t he de bt s e r v i c e woul d

be $1486. To t a l ope r a t i ng e xpe ns e s a r e t hus $2986. Wi t h Se c t i on 8 ,

t he t e na n t woul d be r e qu i r e d t o pa y 25% of h i s i nc ome o r $15 81 , t hus

r e qu i r i ng a Se c t i on 8 s ubs i dy o f $1405 pe r ye a r . Two ne w e qu i va l e n t

8- s t o r y bui l d i ngs woul d r e qu i r e a mor t ga ge o f a t l e a s t $ 30 , 000 pe r

un i t f or mor t ga ge s e r v i c i ng whi c h woul d c ome t o t wi c e $148 6 o r $29 72

p e r ye a r .

I f we a dd ope r a t i ng c os t s o f $1 , 500 we ge t $ 44 7 2 a s t he t ot a l

c os t pe r un i t pe r ye a r . The t e na nt woul d pa y $1581 a s a bove a nd

Se c t i on 8 mone y r e qui r e d woul d be $2891 i ns t e a d o f t he $ 1405 r e qui r e d

f o r t he 221( d ) ( 3 ) pr oj e c t . Se c t i on 8 f unds woul d t he n s e r ve t wo pe r s ons

pl us i ns t e a d o f one .

- 1 8 -
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Pa g e Two

Wi t h t he Se c t i on 8 s u b s i d y a nd 2 23 f mor t g a g e f i n a nc i n g a s

a b o v e , t h e p r o j e c t i n Bo s t on wh e r e f o r e c l o s u r e s a l e s ha v e br o ug h t

l e s s t ha n 10 c on t he d o l l a r , wou l d s a v e a t l e a s t 9 0 % o f t he $ 1 5 , 0 0 0

o ut s t a n d i ng - $ 1 3 , 5 0 0 - ( Se e Ex h i b i t B) . Th i s s a v i n g t o t he U. S.

Tr e a s u r y i s t he e q u i va l e n t o f a p p r o x i ma t e l y 1 0 y e a r s o f Se c t i on 8

mo n e y a s a b ov e d e s c r i b e d . I ns t e a d o f a n i mme d i a t e l o s s t o t h e

Tr e a s ur y o f b i l l i on s o f do l l a r s , n o t t o me nt i on t h e e f f e c t wh i c h

t h e s e f o r e c l os ur e s wou l d h a v e on t e n a n t s a nd o wn e r s , t he Na t i o na l

Hou s i ng Po l i c y o f p r o v i d i ng a d e c e n t h o me a t r e n t s wh i c h l o w a nd

mo de r a t e i n c ome f a mi l i e s c a n a f f or d c ou l d b e c a r r i e d o u t f o r a n

a dd i t i on a l 1 0 ye a r s wi t h o ut a n y a dd i t i o n a l c os t .

- 1 9 -



2047

Mr . PATTERSON. Tha nk you, Mr . Ka r gma n.
Wel l , you suggest r at her st r ongl y t hat unl ess act i on i s t aken by t he

subcommi t t ee, we can expect an i ncreasi ngl y l arger numbe r of mul t i -
f ami l y forecl osures and huge f i nanci al di sast ers and l osses t o t he
Feder al Gover nment i s t hat corr ect ?

Mr . MAX KARGMAN. Tha t i s r i ght , Mr . Chai r man.
Mr . PATTERSON. Ca n you now or ei t her subsequent l y i n wr i t i ng gi ve

us your organi zat i on' s est i mat e of t he pot ent i al scope or ext ent of
t hi s pr obl em i n a l i t t le mor e det ai l ?

Mr . MAX KARGMAN. Wel l , we had a meet i ng yest er day wi t h t he
Chi ef of St af f of t he Gover nment Oper at i ons Commi t t ee, and i t was
not on ' this subj ect , but i n t he cour se of t he conver sat i on he ment i oned
t he number of $3 bi l l i on of H U D commi t ment s .

No w, I a m not sur e wha t he meant by t hat , but my i mpr ess i on i s
t hat at l east hal f of t hose ar e i n j eopar dy. I n ot her wor ds , t he ext ent
of t he pr obl em woul d pr obabl y—and t hi s i s onl y a guess, and I woul d
be gl ad t o gat her t hat i nf or mat i on and f ur ni sh i t t o you, Mr . Chai r -
ma n, speci fi cal l y, because I do t hi nk we shoul d gat her i t f or y o u —
s omewher e bet ween $13/ 2 bi l l i on and $2 bi l l i on i s i n j eopar dy because
of t he pr ogr ams as t hey ar e bei ng carr i ed out now.

[ The i nf or mat i on r ef er r ed t o by Mr . Ka r gma n, was sent di rect l y t o
Mr . Pat t er son' s office. ]

Mr . PATTERSON. I s t hi s pr obl em of mul t i f ami l y proj ect s goi ng sour
mai nl y due t o F HA under wr i t i ng l axness i n t he past , or i s i t due tel
i nher ent def ect s i n t he mul t i f ami l y l egi sl at i on t hat we have enact ed
i n Congr es s?

Mr . MAX KARGMAN. I woul d say t he bi ggest r eason f or t he gr eat
i ncrease i n defaul t s i s t he r api d ri se of oper at i ng expenses si nce OP EC.

One 45roi rr st udi es s hows t he di f ference i n oper at i ng expenses bef or e
and af t er 1974 on sect i on 212, of sect i on 236, wa s a l aw wher ei n Con-
gress addr essed i t sel f t o t hi s pr obl em speci fi cal l y and sai d, whe n ut i l i t y
cost s and real est at e t axes rose so t hat t he t enant wa s payi ng mor e
t han 30 per cent of hi s i ncome f or r ent , t hen H U D shoul d f und t he
di fference. Thi s wa s t he l aw t hat H U D r ef used t o f und.

But I woul d say, of al l t he pr obl ems, and t he pr obl ems you men-
t i oned ar e t here, t hat i s t he bi ggest . The bi ggest i s t hat t her e wa s a
qui ck ri se i n oper at i ng cost s whi ch wer e not ant i ci pat ed, and t her e
was no wa y t hat t he peopl e l i vi ng i n t hese proj ect s who, af t er al l ,
c ame i n at t he l ower end of t he scal e, as our s t udy s hows coul d ever
have t hei r i ncomes ri se enough t o mee t t he ne w r ent s r equi r ed.

Mr . PATTERSON. The subsi dy on t he i nt erest r at e at t hat end was
j ust fi ne, as f ar as t he mor t gage basi c payment goes, as f ar as t he pay-
me nt on t he pr i nci pal and i nt erest , but di dn' t cover t he ot her fact ors.

Mr . MAX KARGMAN. Tha t i s r i ght .
Mr . PATI ' ERSON. So me feel t hat sect i on 8 shoul d be used f or ne w

proj ect s because, ot herwi se, how do you get mor e i n subsi di zed hous-
i ng or mor e t enant s i nt o hous i ng proj ect s?

Yo u suggest t hat you woul d l i ke t o see a f ocus of sect i on 8 f unds go-
i ng i nt o t hese proj ect s first , I guess i s wha t you sai d.

Mr . MAX KARGMAN. Wel l , Mr . Cha i r ma n i t i s a ver y i nt erest i ng si t-
uat i on. Ther e ar e t wo pr obl ems t hat , I t hi nk, ar e bef or e us. On e i s,
ne w housi ng means hous i ng pr oduct i on and empl oyment whi ch i s,
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of cour se, a pl us and desi rabl e i n our economy. But i t s eems t o me
t o be a l i t t le st r ong t o s ay t hat s omebody who i s l i vi ng i n a $13, 000
or $15, 000 uni t &1st , and t he mor t gage bei ng at t hat amount , shoul d
l ose hi s subsi dy and get i n l i ne t o move i nt o a ne w bui l di ng t hat cost s
$30, 000 t o $35, 000 per uni t t o bui l d t oday.

I n ot her wor ds , t he Hous i ng Ac t i s f or t he pur pose of f ur ni shi ng
hous i ng f or t he t enant s. Empl oyment , we bel i eve, i s a secondar y ele-
ment . An d t o el i mi nat e t he ol d housi ng f r om t he mar ket , t o bui l d
ne w housi ng f or t he s a me peopl e, j ust does not ma ke soci al or eco-
nomi c sense. Yo u di sar r ange t hei r l i ves. Yo u put t hem out . An d t hey
ar e compl ai ni ng. The t enant s' organi zat i ons ar e r oused up. An d f or
what pur pose? So t hat peopl e i n t he bui l di ng i ndust r y can bui l d ne w
hous i ng so t hat t he s a me peopl e can move i nt o t he doubl e- t he-pr i ce
housi ng.

An d Mr . Chai r man, my counsel poi nt s out t o me t hat by usi ng t he
present l y exi st i ng subsi di zed housi ng, you get mor e t han t wi ce as
ma ny—s e r ve mor e t han t wi ce as ma ny peopl e wi t h t he s ame sect i on
8 mone y as you woul d i f you t ri ed t o wi pe t he m out and st art wi t i l
new.

Mr . PATTERSON. I t hi nk you ma ke a good poi nt t here.
Mr . ROUSSELOT. Woul d t he gent l eman yi el d bri efl y?
Mr . PATTERSON. Yes .
Mr . ROUSSELOT. Yo u Iffi derst and, Mr . Ka r gma n, t hat par t of t he

pr obl em we have her e i s ma ny homebui l der s c ome her e and l obby,
t oo, and t hey al ways say, we want our "f ai r shar e" of subsi di zed dol -

l ars goi ng i nt o ne w housi ng; we don' t want i t al l t o go t o exi st i ng
housi ng. I appreci at e wha t you ar e sayi ng, t hat i t i s f ar cheaper t o
upgr ade what we have or t o f i nd ways t o keep peopl e i n t her e t han i t
i s t o move t hem down t he st reet t o a mor e expensi vel y const r uct ed
proj ect i n t he na me of bet t er housi ng. But you mus t under s t and t hat
t he homebui l der s have a ver y st r ong voi ce her e i n t hi s Congr ess , and
we ar e, of course, t hen accused, i f we don' t pr ovi de subsi di zed- t ype
housi ng f or t hem t o bui l d, of want i ng t o st op empl oyment , and wher e
t he const ruct i on uni ons ar e st r ong, t hat ar gument comes across pr et t y
heavy, as you can i magi ne.

I a m not sayi ng i t i s r i ght , but t hat i s what occur s.
Mr . MAX KARGMAN. An d I don' t wa nt t o be her e real l y i n opposi -

t i on t o t he homebui l der s ' pr ogr am.
Mr . ROUSSELOT. Yes ; but t hey compet e f or t he s ame dol l ars.
Mr . MAX KARGMAN. Wel l , t he quest i on of compet i t i on f or t he s ame

dol l ars, we bel i eve, i s a mat t er of concept . We bel i eve t hat dol l ar s
ma ke mor e sense i f t hey go i nt o t he ol d. Tha t doesn' t me a n t her e
shoul d not be any f or new.

Mr . ROUSSELOT. I under s t and.
Mr . MAX KARGMAN. The y ar e not mut ual l y excl usi ve. Ther e ar e

pl aces, f or exampl e. wher e doi ng t he ol d i s al l t hat i s needed. Ther e
are pl aces wher e, af t er you have done t he ol d, you still have t o bui l d
new. Af t er al l , t hi s i s a ver y, varyi ng, busi ness i n var yi ng communi -
t ies. Ther e i s not an easy answer . I t i s a d c u l t answer .

What , we real l y ask i s f or s ome good, ol d commons ens e t o be appl i ed
t o t he, pr obl em i ns t ead o f —y o u i ni nly. we have (rot t o bui l d ne w;
t herefore, f or get t he ol d, woul d s eem t o be one at t i t ude t hat i s , ar ound



2040

somet i mes. An d we don' t say, wel l , j ust do t he ol d and f or get t he
new. We do not t ake t hat posi t i on at al l .

Mr . ROUSSELOT. I di d not i nt erpret your comment s t hat way. But
I a m sayi ng t hat par t of t he r eason t hat s ome of t hose dol l ars ar e
di ver t ed f r om exi st i ng housi ng i s t hat t her e i s a t r emendous amount
of pr essure f or ne w const ruct i on.

Mr . MAX KARGMAN. Ri ght .
Mr . ROUSSELOT. _Because i t cr eat es ne w j obs, supposedl y.
Mr . MAX KARGMAN. Ri ght .
Mr . ROUSSELOT. No w, you br ought up an i nt erest i ng stat i st ic, and

I don' t want t o t ake t i me a wa y f r om my col l eague f r om Cal i forni a,
but di d you say t hat dol l ar s put i nt o exi st i ng housi ng ma ny t i mes
pr oduce r esi dences i n a pr opor t i on of 2 t o 1 compar ed t o ne w const r u-
t i on ? Di d I hear t hat ?

Mr . MAX KARGMAN. Bet t er t han t hat . An d I a m t al ki ng about H U D
housi ng.

Mr . ROUSSELOT. Di d you document t hat f or us? Coul d you gi ve us
s ome ki nd of backup?

Mr . MAX KARGMAN. Yes ; I have exhi bi t s whi ch s how t hat .
Mr . ROUSSELOT. Tha nk you, Mr . Chai r man.
Mr . PATTERSON. Yo u ar e wel come.
On page 8 you r ecommend t hat H U D as a pract i cal mat t er pur -

chase any l ow and moder at e mul t i f ami l y proj ect s t hat ar e i n ser i ous
defaul t .

Ha ve you had an oppor t uni t y t o gi ve us any ki nd of a bal l par k
est i mat e on what such a pol i cy, i f pur sued, woul d cost t he Feder al
Gover nment ?

Mr . MAX KARGMAN. Le t me ma ke mysel f cl ear. We do not r ecom-
me nd t hat . We r ecommend real l y t he cont r ar y. I real l y have r ot
ma de mysel f cl ear.

We say t hat no pr oceedi ngs f or for ecl osure shal l be i nst i t ut ed
wher e t he pr oper t y i s ser vi ng t he Hous i ng Ac t unl ess t her e i s a,
surpl us. An d t he ot her par t , t he Secr et ar y i s aut hor i zed t o pay, i f
you ar e r ef er r i ng t o t hat , t hat i s t he ol d l aw. Tha t i s j ust r epeat i ng
what t he l aw is, but t hat i s not our r ecommendat i on. Our r ecommenda-
t i on i s t he capi t al i zed sect i on, whi ch i s t he change i n t he l aw t hat
we pr opose. The rest of i t i s t he ol d l aw whi ch says t he Secr et ar y
has a r i ght t o forecl ose and acqui r e t he pr oper t y i f t he Secret ary
t hi nks t hat i s wha t i s necessar y t o do. But we have sai d t hat t he Sec-
r et ary shoul d be caut i oned not t o do t hat i f t he housi ng i s ser vi ng
the, pur poses of t he act .

I t i s a l i t t le compl i cat ed. Mr . Chai r man.
Mr . PAI TERSON. Ma ybe t here i s a doubl e negat i ve t here. I don' t

bel i eve t her e real l y has been a sur pl us of saf e and sani t ary housi ng.
Mr . MAX KARGMAN. No, t her e i sn' t real l y, but we have t o put t hat

i n, because you ar e t al ki ng about a l aw, and i t has t o be gener al enough
t o prot ect t he Secr et ar y i n any gi ven ar ea.

Mr . PAr r ERs oN. So you ar e not , i n essence, suggest i ng wha t I
t hou Ol t vou wer e, t hen.

Mr . MAX KARGMAN. No.
Mr . PATTF, RsoN. Ts Bos t on an especi al l y har d- hi t ar ea wi t h r egar d

t o F HA mul t i f ami l y proj ect s?



2050

Mr . MAX KARGMAN. I woul d say yes, because Bos t on had r ent cont rol
over HUD proj ect s unt i l we succeeded i n get t i ng t he Feder al cour t t o
over t ur n i t , and t hat meant t hat t he ci t y kept t he rent s wel l bel ow t he
HUD r ent r equi rement s. So t hat i n one sense i t al l owed s ome of t hese
t enant s who woul d nor mal l y be for ced out by t he i ncreases i n r ent s t o
l i ve t her e whi ch mi ght be sai d t o be a desi rabl e soci al goal , but on t he
ot her hand, i t r ui ned any chance of maki ng t he HUD proj ect s wor k

Mr . ROUSSELOT. Wh e n di d t he cour t over t ur n t hat r ent cont r ol ?
Mr . MAX KARGMAN. I t was over t ur ned about Mar ch of 1976.
Mr . ROUSSELOT. And t he r ent cont r ol by t he ci t y was i n f act con-

t r i but i ng t o t he pr obl ems?
Mr . MAX KARGmAN. Te r y seri ousl y.
Mr . ROUSSELOT. I t hank t he gent l eman.
Mr . PATTERSON. The gent l eman f r om Cal i forni a, Mr . Roussel ot .
Mr . ROUSSELOT. We real l y appr eci at e your t est i mony pr obabl y mor e

t han you know because you ar e t al ki ng about s omeone—as I r ead your
r és umé her e of act i vi t i es—somebody who has been heavi l y i nvol ved i n
t r yi ng t o ma ke ma ny of t hese proj ect s t o go i n t he Bost on ar ea and
al so, of course, has been i n t he busi ness si de of it , t oo.

I a m i nt erest ed, and maybe s omewher e you named t he proj ect s t o
whi ch you refer on page 7 of your t est i mony i n Bost on, whe r e—and I
guess you ar e usi ng t hi s as an exampl e of what you cal l an i r respon-
si ble f or ecl osur e—wher e t he vacanci es went i mmedi at el y f r om 20 per-
cent up t o 100 per cent —what was t he na me of t hat proj ect ?

Mr . MAX KARGMAN. The Ba y Vi l l age proj ect . I t i s i n Fal l Ri ver ,
Mas s .

I f you woul d l i ke, Mr . Congr es s man, I can gi ve you a little vi gnet t e
of hi st ory on t hat proj ect .

I t was bui l t i n a naval ar ea, and t he Na vy cl osed shor t l y af t er i t was
bui l t , and t her efore over 60 per cent of i ts t enant s wer e Na vy peopl e.
An d when t he naval base cl osed, t her e i t was . I t wa s a bi g st ruggl e t o
keep i t occupi ed and so on. We got def er ment s f r om F NMA and we
st r uggl ed wi t h it.

Mr . RoussEur r . Whe n di d t he Na vy cl ose t hei r base?
Mr . MAX KARGMAN. That woul d be i n 1972, 1 bel i eve.
An d we had a bi g st ruggl e.
Mr . ROUSSELOT. So t hat i s cl earl y a case of one Gover nment act i on

cr eat i ng pract i cal l y i nsur mount abl e pr obl ems f or anot her gover nment
proi eet . We ao a l ot of t hat ar ound here.

Mr . MAX KARGMAN. We st r uggl ed wi t h i t and had l ot s of t r oubl e
because of t he r i si ng oper at i ng cost s whi ch exacer bat ed t he pr obl em.
But we st aved off bei ng assi gned t o HUD, and because i t had not
been assi gned, and i n or der t o save t he i nsur ance f und, HUD al l ot t ed
us t he sect i on 8 money. An d as I s a i d—and by t he way, i s i s ver y good
housi ng.

Mr . ROUSSELOT. Ho w ma ny uni t s?
Mr . MAX KARGMAN. Ther e ar e 200 uni t s.
An d i t st aved i t off. The proj ect i s ful l . I t has a wai t i ng list. I t

accompl i shes t he housi ng pol i cy, and HUD saved a 831/2 mi l l i on l oss
out of i ts i nsur ance f und. An d i t

Mr . ROUSSELOT. I S i t oper at ed as a nonpr of i t uni t ?
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Mr . MAX KARGMAN. I t is a l i mi t ed di vi dend, whi ch i s not pai d a
di vi dend f r om—ha s not pai d a di vi dend si nce i ts i ncept i on. I t has j ust
never ear ned enough money t o pay a di vi dend. I t has j ust barel y
st r uggl ed al ong t o keep al i ve and was i n danger of bei ng forecl osed,
but we kept i t on t he edge, and i t has never pai d a di vi dend. Today i t
ma y pay a 6-percent l i mi t ed di vi dend, whi ch i s what t he l aw cont em-
pl at ed, whi ch i s a par t ner shi p bet ween pr i vat e i ndust r y and t he Gov-
er nment . But i t i s such an obvi ousl y sensi bl e use of t hat subsi dy as
compar ed t o bui l di ng a new pl ace down t he st reet , whi ch woul d move
al l t hose t enant s i nt o—and t hen t hi s pl ace woul d become nonsub-
§i di zed.

Mr . Rous, 1ELOT. An d al so, as you say, go i nt o t he bi g i nvent or y of
t he HUD Secret ary' s own uni t s, whi ch cost us an awf ul l ot of money
t o boar d up and mai nt ai n.

As you know, a l ot of peopl e have t hought i t woul d be desi rabl e t o
use sect i on 8 f or t hi s ki nd of r ecl amat i on—so I a m gl ad t o hear t hat
i s one l ess we have i n t he Secret ary' s own port fol i o t hat you wer e abl e
t o save.

You say t here was 100 per cent vacancy?
Mr . MAX KARGMAN. Yes .
Mr . ROUSSELOT. An d t hen t her e was a shor t age of hous i ng i n t hat

ar ea even t hough t he naval base had gone?
Mr . MAX KARGMAN. The poi nt of i t i s t hat HUD• ha s a r ent l i mi t .

Yo u can onl y r ent t o peopl e i n t hat band. Now, when t he oper at i ng
cost s go up, t he rent s go up. So your rent s ar e pret t y hi gh, and t he
l i mi t s of t he peopl e you can r ent t o i s l ow. Ther ef or e, t her e ma y be a
housi ng shor t age. But al l t he peopl e wi t h i ncomes t hat ar e t oo l ow t o
pay t he r ent can' t get i n, and al l t he peopl e who can afford t o pay t he
rent s have i ncomes t hat ar e t oo hi gh. You ar e deal i ng wi t h a nar r ow
band, a $2, 000 l i mi t . Yo u have t o f i nd t he mar ket wi t hi n t hat $2, 000
l i mi t . I f t hey ar e bel ow, t hey can' t ma ke i t ; i f t hey are above it, t hey
can' t al l ow it.

Mr . ROUSSELOT. Wh a t i s t he aver age r ent bei ng pai d now?
Mr . MAX KARGMAN. The rent s now r un about $165 f or a one- bed-

r oom uni t , and about $195 f or a t wo- bedr oom uni t , and about $225 f or
a t hr ee- bedr oom uni t .

Mr . ROUSSELOT. Wel l , t hat i s still a pr et t y good pri ce.
Mr . MAX KARGMAN. I t i s a good pri ce, but Fal l Ri ver —Fal l Ri ver

is a ver y i nt erest i ng t own. Fal l Ri ver has mor e wome n wor ki ng t han
any ot her t own i n t he count r y. Mos t of t he mi l l s wer e wome n- operat ed,
and t he me n came and j oi ned t he women.

Mr . RoussELorr . I guess t hat i ncl udes Mar gar et M. Heckl er , t hei r
Congr es s woman.

Mr . MAX KARGMAN. An d t he resul t i s t hat t hey have doubl e i ncomes.
They real l y l i ve on a moder at e basi s, but t hey have t wo i ncomes , t wo
sol i d i ncomes, i nst ead of one hel pi ng t he ot her , and t hat put s t hem a
little over t he H U D rul e.

One of t he r ecommendat i ons we have i n one of our exhi bi t s i s t hat ,
i n cases l i ke Fal l Ri ver , H UD ought t o have t he flexibi l i ty t o make an
adj us t ment t o meet t he l ocal hous i ng area' s real needs and real si t ua-
t i on. By maki ng a nat i onal rul e, of course, you have t o l ose t he
fl exibi l i ty of adj ust i ng t o l ocal pr obl ems i n di fferent areas.
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Mr . ROUSSELOT. Wel l , I was ver y i nt erest ed i n your c omme nt about
aski ng H U D t o st op i r responsi bl e forecl osures. We have been t hr ough
t hi s pr obl em a gr eat deal , because t her e i s a t r emendous i nvent or y of
Secr et ar y- owned housi ng t hat has been t aken back by for ecl osure f or
al l ki nds of r easons, and i t i s ver y expensi ve t o mai nt ai n t hat even
when we boar d i t up. We have t o put al ar ms on i t , and i t cost s you
at l east $10-a- day per uni t t o keep i t up, even i n i t s boar ded st at e.

So it ' s obvi ous t hat i n Bos t on or i n Fal l Ri ver you f ound a wa y t o
put s ome forecl osed hous i ng back i nt o act i ve use.

As a resul t of your exper i ence, coul d you suggest ways we coul d
i mpr ove t he act ?

Mr . MAX KARGMAN: We have a dr af t l aw whi ch hal t s t he for e-
cl osures and compel s H U D t o l ook at ot her ways of sol vi ng t he
pr obl em. We have present ed on page 8 t he l aw we t hi nk woul d do i t ,
and i n our exhi bi t s, t he l ast t wo.

Mr . ROUSSELOT. Your l anguage on page 8 refers t o t he acqui si t i on
of pr oper t y by conveyance or forecl osure. Do you wa nt t o i nser t t hat
l anguage i n t he pr esent act ?

Mr . MAX KARGMAN. Yes , pr ovi ded t ha t —you see t he capi t al i zed
sect i on, t he rest of t he st at ut e i s act ual l y wha t i t i s t oday. The
pr ovi ded i s t he change.

Mr . ROUSSELOT. Tha t i s t he addi t i onal l anguage?
Mr . MAX KARGMAN. Yes. An d t hen, Mr . Congr es s man, i f we l ook at

t he l ast t wo exhi bi t s, t he me mor andums , one i s a compar i son bet ween
a sect i on 8 appl i cat i on f or a 223( f ) mor t gage, whi ch i s a H U D met hod
of f i nanci ng, t o r epl ace a defaul t ed sect i on 221( d) ( 3) mor t gage. An d
we t ook act ual bui l di ngs t hat we kne w about —t wo 80-uni t bui l di ngs,
bui l t i n a s ound nei ghbor hood, and compar ed wt i h sect i on 207 or
sect i on 221 ( d ) ( 4) appl i cat i on f or t wo ne w pr oposed equi val ent bui l d-
i ngs and t hen we go t hr ough t he fi gures.

The aver age annual i ncome of t hose i n occupany, most l y el der l y,
i s $6, 322. The oper at i ng expenses r equi r ed per uni t i s $1, 500. The
mor t gage servi ci ng r equi r ement f or $15, 000 per uni t i s $1, 400 per uni t !
Of t he t ot al of $2, 900, t he dol l ars t hat t he t enant i s r equi r ed t o pay
i s $1, 600 whi ch i s 25 percent of hi s i ncome.

A new, si mi l ar pr oj ect —t wo ei ght-st ory bui l di ngs—woul d r equi r e
a mor t gage of at l east $30, 000 per uni t —$2, 800 per uni t f or mor t gage
servi ci ng. Addi ng t he oper at i ng cost s of $1, 500, we get $4, 300 t ot al
cost per uni t per year . The t enant woul d pay $1, 600, 25 per cent of
hi s i ncome, and sect i on 8 money r equi r ed woul d be $2, 700 i nst ead
of t he $1, 300 r equi r ed f or t he conver si on of hous i ng t hat i s now
exi st i ng and oper at i ng sat i sfact ori l y. So t hat i s one sol ut i on t o t hi s
pr obl em.

No w, j ust befor e t hat , t he next t o t he l ast exhi bi t we have anot her
pr oposal whi ch i s an anal ysi s of a sect i on 221( d) ( 3) mor t gage, 10-
year s ol d, wi t h a conver si on t o sect i on 236, whi ch H U D has done i n
s ome cases. I n t hr ee of our cases, t hey have conver t ed sect i on 221( d) ( 3)
t o sect i on 236, but t hey do not do t hat r eadi l y or r egul ar l y. I t i s a bi g
di fficul t y t o get t hem t o do t hat . I f t hey di d t hat , t hen we s howed t hat
t he t enant s coul d save $22. 75 per mont h by changi ng i n effect t he
mor t gage i nt erest obl i gat i on.

An d i f you add sect i on 212 oper at i ng subsi dy f or whi ch t he Con-
gress has al r eady pr ovi ded, you woul d meet t he r i si ng cost s i n uti l i t ies
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and real est at e t axes, and ma ny, ma ny of t hese proj ect s coul d be saved,
t he Bos t on proj ect s i n par t i cul ar . The y ar e real l y ver y good proj ect s.
Ma n y of t hem def aul t ed as a resul t of r ent cont rol by t he ci t y. An d
now, i f t he uni t s wer e vacant , t hey coul d pr obabl y rai se t he r ent $70
a mont h.

But you can' t do t hat t o peopl e who ar e l i vi ng t her e, t o a ma n pay-
i ng $160 a mont h, you coul dn' t ask t hem t o pay $230. He coul dn' t i f
he want ed t o.

So i f t hey di d conver t i t t o sect i on 236, t hey woul d cut t he debt
servi ce on t he uni t by 22. Yo u mi ght have t o rai se t he r ent $20 t o cover
oper at i ng defici t s, your oper at i ng subsi dy woul d pi ck up $20, so t hat
you woul d have cover ed t he deficit . H U D woul d have a good mor t gage.
I t coul d be t ur ned back t o F NMA. MU D woul d save i t s i nsur ance on
it , t he peopl e woul d be saved, and i t i s onl y by appl i cat i on of exi st i ng
regul at i ons and HUD' s o wn rul es. As we cal l i t i n a creat i ve manner "
Mr . Cha i r man and i t i s j ust a mat t er of s omebody t aki ng t he t i me
and i nt erest ari d usi ng wha t we t hi nk i s or di nar y commons ens e t o do
t hi s.

Mr . ROTISSELOT. Wel l , we appr eci at e your suggest i ons, because t her e
i s no doubt about t he f act t hat we have t aken an awf ul l ot —I say we —
H U D has t aken an awf ul l ot of pr oper t y back t o become Secr et ar y-
owned proj ect s. On t he basi s of your succes s—I don' t know whet her
your l anguage does i t al l , but a gr eat number of us on t hi s s ubcom-
mi t t ee and al l over t he count r y have an i nt erest i n how we can save
wha t we al r eady have, because bui l di ng cost s ar e so hi gh—a nd i f you
say i t i s t wo t o one on t he basi s of your exper i ence on wha t i t can pr o-
vi de i n housi ng, compar ed t o ne w const ruct i on, I t hi nk your poi nt i s
wel l t aken.

I t hi nk wha t t he pur pose of H U D has been i s t o t r y t o st r eaml i ne t he
forecl osure pr ocedur e so t ha t —by t he pr oddi ng of Congr es s so t hat
i t can move proj ect s mor e qui ckl y even t hr ough forecl osure, i f one of
t he r easons f or t he def aul t or goi ng t hr ough forecl osure i s unr easonabl e
pr i ci ng, so i t can get back on t he mar ket .

Anywa y , I a m sor r y t her e aren' t mor e of our col l eagues her e t oday
t o hear your comment s si nce you have been t hr ough t hi s a coupl e of
t i mes, and f r om bot h si des of t he pi ct ure, bot h t he pr i vat e sect or-and
one who i s i nvol ved i n t he publ i c sect or of l ocal communi t y housi ng
act ivi t ies.

Mr . MAX KARGMAN. I f I *may, I woul d l i ke t o i ndi cat e t hat my
couns el —I don' t know i f you wer e her e when I i nt r oduced my counsel
her e, who i s my son and my pt i vat e br ai nt rust , and he suggest ed t hat
I have not ma de cl ear t he poi nt t hat i f H U D di d forecl ose, t hey woul d
i n effect t ake t hese peopl e out of t hei r subsi di es whi ch woul d put i n out
of t hei r power t o pay t he rent s. The ne w owner woul d i n effect r ent
t o t he open mar ket , pushi ng t hese peopl e out , and now t hese peopl e
woul d get i n l i ne f or t he ne w $30, 000, $35, 000 uni t , whi ch woul d have
t o be bui l t .

Mr . ROTTSSELOT. Wel l , somet i mes i n forecl osure, t hey t ake i t over ,
and t hat ma y not have been t he case i n Bost on. The y don' t t hr ow, as
you say, t hose peopl e out . Ma n y t i mes t hey feel commi t t ed t o t hem.
But t he proj ect suffers because i t doesn' t have effect i ve management ,
and l ocal management . An d you ar e r i ght , i t i s bet t er t o keep i t under
s ome ki nd of a l ocal management .
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I n my j udgment , i n mos t cases, t he pr i vat e sect or does a bet t er j ob,
even i f i t i s kept on a nonpr of i t basi s. The pr i vat e sect or does a bet t er
j ob, because i t empl oys mor e effect i ve management t echni ques.

So I a m sor r y t o hear t hat t he ci t y di d not r espond sooner t o t he need
t o r emove t he r ent cont rol s.

Mr . MAX KARGMAN. The y di dn' t r espond. The cour t or der ed it.
Mr . ROUSSELOT. I a m sor r y t hat mor e of my col l eagues aren' t her e

t o be r eeducat ed as t o wha t r ent cont rol does do. We haven' t educat ed
al l of our col l eagues on t hat si de.

Tha nk you, Mr . Chai r man.
Mr . PATTERSON. Tha nk you, Mr . Roussel ot .
Mr . Ka r gma n, t hank you f or comi ng bef or e t he subcommi t t ee t oday.

We appr eci at e your i nput t o our subcommi t t ee and t he t es t i mony
and t he wr i t t en r ecord, of cour se, wi l l be avai l abl e t o al l member s of
t he subcommi t t ee and t he commi t t ee. An d your par t i ci pat i on has been
hel pf ul i n gi vi ng us not onl y i nsi ght i nt o t he pr obl ems t hat you f ace,
but i nt o s ome of t he ot her ar eas wher e we mi ght i mpr ove on t he pr esent
and past l egi sl at i on.

Tha nk you ver y muc h f or comi ng bef or e us t oday.
Mr . MAX KARGMAN. Tha nk you, Mr . Chai r man.
An d any quest i ons t hat any of t he st aff has or anybody, we woul d

be mor e t han gl ad t o di scuss and pr oduce t he mat er i al and t he dat a
t o hel p, because we t hi nk it ' s a ver y ser i ous mat t er and we want t o
do ever yt hi ng we can t o he of hel p t o t hi s commi t t ee.

Mr . PATTERsoN. Wel l , we t hank you. An d i f t her e ar e quest i ons t hat
come f r om t he st aff or t he member s of t he subcommi t t ee, we wi l l for -
war d t hem t o you.

Tha nk you.
I f t her e i s no f ur t her busi ness t o come bef or e t he subcommi t t ee, t he

subcommi t t ee st ands i n recess unt i l 10 t omor r ow mor ni ng.
[ Wher e upon, at 4 p. m. , t he hear i ng was adj our ned, t o r econvene at

10 a. m. , on Tues day, Ma r c h 8, 1977. ]



HOUSI NG AND COMMUNI TY DEVELOPMENT ACT
OF 1977

T UE S DAY, MA R C H 8, 1 9 7 7

HOUSE OF REPRESENTATI VES,
SUBCOMMI l i t . E ON HOUSI NG AND COMMUNI TY

DEVELOPMENT OF THE COMMnvr EE ON BANKI NG,
FI NANCE AND URBAN AFFAI RS,

ash, i ng t on, D . 0 .
The subcommi t t ee met at 10: 10 a. m. i n r oom 2222 of t he Raybur n

Hous e Offi ce Bui l di ng, Hon. Thoma s L. Ashl ey, [ chai r man of t he
subcommi t t ee] , presi di ng.

Pr esent : Repr esent at i ves Ashl ey, Moor head, Mi t chel l , AuCoi n,
Bl anchar d, Lundi ne, and Br own.

Mr . AuConc [ presi di ng] . The subcommi t t ee wi l l come t o order .
We wi l l begi n t oday' s t est i mony on t he housi ng and communi t y

devel opment aut hor i zat i ons.
Thi s mor ni ng i t i s t he subcommi t t ee' s pl easure t o wel come Leon

Wei ner of t he Nat i onal Hous i ng Conf er ence, and Nat hani el J . Par i sh,
membe r of t he boar d of di rect ors of t hat organi zat i on.

I t i s good t o see you agai n.
And, wi t hout f ur t her ado, l et me ask you t o del i ver your t est i mony

t o t he subcommi t t ee.
I t i s a pl easur e t o have you here.

STATEMENT OF LEON N. WEI NER, PRESI DENT, NATI ONAL
HOUSI NG CONFERENCE, I NC.

Mr . WEI NER. Tha nk you, Congr es s man.
We cert ai nl y enj oyed your vi si t wi t h us on Sunday at our nat i onal

convent i on. You st r uck ma ny a responsi ve not e, as you wer e awar e.
The Nat i onal Hous i ng Conf er ence, Inc. , i s an or gani zat i on I t hi nk

t he subcommi t t ee and t he commi t t ee ar e f ami l i ar wi t h.
Founded i n 1931, i t has been wor ki ng i n t he fi eld of l ow- and mod-

erat e- i ncome hous i ng per haps l onger t han any ot her si ngl e gr oup i n
our count r y.

I t i s an umbr el l a organi zat i on repr esent i ng a coal i t i on of al l el e-
ment s concer ned wi t h housi ng, and has ext ended i t s act ivi t i es t o i n-
cl ude mi ddl e i ncome and communi t y devel opment and a number of
ot her aspect s t hat deal wi t h t he mat t er s bef or e t hi s subcommi t t ee.

I shoul d l i ke fi rst t o ask f or per mi ssi on t o i ncl ude i n t he r ecor d and
t o s ubmi t t o t he subcommi t t ee t he Nat i onal Hous i ng Conf er ence reso-
l ut i ons t hat we have j ust adopt ed.

Mr . AuConv. So or der ed.
( 2055)
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[ The resol ut i ons adopt ed by t he Nat i onal Hous i ng Conf er ence sub-
mi t t ed by Mr . Wei ner ma y be f ound on p. 2076. ]

Mr . WEI NER. Tha nk you, si r.
An d I woul d al so l i ke t o s ubmi t f or i ncl usi on i n t he r ecor d t he

keynot e speech deal i ng wi t h ne w pri ori t i es i n 1977 whi ch i s an over -
vi ew of t he pr obl ems as we s aw t hem.

[ The keynot e addr ess of Mr . Wei ner ent i t l ed " Ne w Pr i or i t i es i n
1977, " pr esent ed at t he annual convent i on of t he conf er ence on Ma r c h 6,
1977, i n Was hi ngt on, D. C. , ma y be f ound on page 2132. ]

We ar e pr oposi ng t oday t o depar t s omewha t f r om our nor mal one-
per son present at i on because we t hi nk t her e i s a cri t i cal need i n t hese
t i mes t o t ake a br oader l ook at s ome of t he maj or pr obl ems we ar e
f aci ng.

An d we ar e awar e t hat a l i t tle l at er on t hi s mor ni ng we ar e goi ng
t o be hear i ng f r om s ome of our f r i ends i n t he r ur al ar ea of hous i ng
act i vi t y whi ch we t hi nk i s ext r emel y i mpor t ant .

So we woul d l i ke t o st ar t off t hi s mor ni ng by i nt r oduci ng Nat han-
iel J . Par i sh, a me mbe r of t he boar d of di r ect ors of t he Nat i onal Hous -
i ng Conf er ence, who wi l l addr ess quest i ons of t he i nner ci t y and of
communi t y devel opment and I wi l l t hen f ol l ow up on s ome housi ng
mat t er s.

We have deci ded t o di vi de t hi s t es t i mony f or t wo r easons. Fi r st ,
we feel a gr eat deal of l i p servi ce has been pai d t o t he quest i ons of t he
i nner ci t y and, second, t hat t he i nner ci t y t er mi nol ogy has become sor t
of a mi st ake, t hat i t i s s omet hi ng myst er i ous and unknown.

An d we t hi nk t hat Mr . Par i sh, wh o has t r emendous exper i ence i n
t he ar ea, wi l l be mos t hel pf ul i n pr esent i ng t hi s t o you.

Mr . Par i sh i s a me mbe r of t he Amer i can Inst i t ut e of Pl anner s , i s
a professi onal engi neer , and i s chai r man of t he l egi sl at i ve commi t t ee
of t he Ne w Yor k St at e Associ at i on of Renewal Hous i ng officials.

Na t Par i sh?

STATEMENT OF NATHANI EL j . PARI SH, MEMBER, BOARD OF
DI RECTORS, NATI ONAL HOUSI NG CONFERENCE, I NC.

Mr . PARI SH. Tha nk you.
The subcommi t t ee has hear d suffi ci ent t est i mony on t hi s subj ect , and

our resol ut i ons whi ch Mr . Wei ne r has j ust i nt r oduced speak i n dept h
about t hese pr obl ems and t he need t o sol ve t hem.

But we t hi nk we mus t move qui ckl y t o s ome adequat el y f unded ac-
t i on pr ogr ams . An d our resol ut i ons set f or t h i n dept h what our pr o-
posal s ar e i n r egar d t o bot h shor t and l onger r ange pr ogr ams .

An d we real i ze t hat t he subcommi t t ee i s now f ocusi ng on t he shor t -
r ange pr obl ems, as we wi l l t oday, but we al so have r ecommendat i ons
f or t he subcommi t t ee t o consi der as i t l at er st udi es l onger r ange
pr ogr ams .

The maj or operat i ve pr ogr am r i ght now i s t he ' communi t y devel op-
ment pr ogr am. We have ma de a number of suggest i ons and pr oposal s
i n t hat r egar d.

Thes e ar e not necessar i l y pr esent ed i n or der of i mpor t ance, but I
t hi nk we can sor t of r un t hr ough t hem i n t he or der of our resol ut i ons.

We suggest t hat s ome st eps be t aken by HUD, and hopef ul l y wi t h
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t he subcommi t t ee' s hel p and gui dance, t o i mpr ove t he admi ni st r at i on
of t he pr ogr am t o assur e t hat i t i s meet i ng t he pr i mar y obj ect i ves
i nt ended by t he Congr ess.

An d we do not e t hat Secr et ar y Har r i s has evi denced s ome of t he
s ame concer ns t hat we have set f or t h i n our resol ut i ons about t he wa y
t he pr ogr am i s bei ng car r i ed out .

We t hi nk i n s ome communi t i es i t i s doi ng an excel l ent j ob and i n
ot her s t her e ar e cer t ai nl y s ome quest i ons.

We t hi nk t hat t he pr ogr am requi res addi t i onal f unds f or HUD' s
st affi ng i f H U D i s t o be abl e t o pr oper l y moni t or and eval uat e l ocal
pr ogr ams .

We ask t hat t he pr ogr am be aut hor i zed f or an addi t i onal 6 fi scal
year s so we can pl an ahead.

An d we cer t ai nl y suppor t , as a mi ni mum, t he S4-bi l l i on l evel f or
fi scal 1978 suggest ed by Secr et ar y Har r i s.

We have not been abl e t o anal yze i n det ai l t he var i ous al t ernat i ve
al l ocat i on f or mul as bei ng consi dered by t hi s subcommi t t ee.

We do t hi nk t hat t he f act or s of : age of housi ng, popul at i on l osses,
ext ent of t he pr evi ous t ax abat ed hous i ng t hat has been const ruct ed
i n t he muni ci pal i t y, and t he degr ee of det er i orat i on of t he cent r al ar ea
of t he ci t y, ar e al l cri t eri a whi ch ought t o be used i n det er mi ni ng t he
rel at i ve f undi ng l evel s or al l ocat i ons of f unds.

We want t o c omme nt about t he f act t hat we t hi nk t hat , gi ven t he
i nf l at i onary t r end, and t he smal l amount of mone y t hat has real l y been
avai l abl e i n t ot al under t he pr ogr am t hat a f or mul a shoul d pr ovi de
t hat no gr ant reci pi ent shoul d recei ve l ess i n t he fi scal year s 1978 t o
1980 t han t hey have recei ved i n t he 3 pr i or fi scal years.

We know t hat quest i ons have been rai sed about t he hol d- har ml ess
f or mul a.

We s ubmi t t o you t hat mos t of t hose affect ed ar e communi t i es whi ch
wer e wi l l i ng t o bui l d t ax abat ed assi st ed hous i ng t o under t ake code
enf or cement pr ogr ams , t o suppl y t he l ocal shar e of cat egor i cal pr o-
gr ams whi ch of t en exceeded t he mi ni mum of 25 per cent of t he pr o-
gr a m cost and t hey di d t hi s at gr eat pol i t i cal r i sk and a gr eat soci al
ri sk, and i t was a t ough process t o get t he pr ogr ams goi ng.

We t hi nk f or t hese r easons t hey deser ve t hi s speci al at t ent i on.
As t hey ar e pr esent l y admi ni st er ed, t he di scret i onary gr ant s of fered

as an al t ernat i ve t o hol d har ml ess of t en do not per mi t communi t i es t o
devel op a pr ogr am wi t h any assur ance of cont i nui t y.

We r ecogni ze t hat our var i ous request s and suggest i ons do r epre-
sent a moder at el y gr eat er l evel of f undi ng t han t he subcommi t t ee has
been consi der i ng, but we bel i eve t hat t he needs of t he ci t ies ar e i m-
por t ant enough t hat t he subcommi t t ee ought t o f avor abl y consi der
such a modes t i ncrease.

We al so feel t hat i n t he communi t y devel opment pr ogr am t he Con-
gress wr ot e i n a l oan guar ant y pr ovi si on and we f ound t hat t hi s has
not real l y been wor kabl e i n t er ms of encour agi ng economi c revi t al i za-
t i on, under t aki ng l and assembl y pr ogr ams and bei ng a cat al yst f or
pr i vat e sect or i nvol vement and, t herefore, i n our resol ut i ons we i n-
cl uded s ome det ai l ed suggest i ons f or how t he l oan guar ant y provi -
si ons coul d be ma de a mor e useful t ool .

An d we al so suggest t hat Congr ess , i f i t want s t o be ser i ous about ,
maki ng sur e t hat t he communi t y devel opment pr ogr am meet s t he ob-
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j ect i ves of t he act , r equi r e t hat act i on ar eas be del i neat ed, sti ll ret ai n-
i ng t he l ocal opt i on f or 10 per cent of t he f unds t o be used f or ot her
act i vi t i es and al so al l owi ng act i vi t i es out si de of desi gnat ed ar eas, but
whi ch di rect l y benefi t t he m t o be a per mi t t ed act i vi t y.

We suggest t hat you consi der a 3- year appl i cat i on process, but ma ke
i t subj ect t o annual H U D r evi ew as t o per f or mance.

We suppor t t he pr oposal whi ch we under s t and t he Secr et ar y has
ma de t o ma ke economi c devel opment a cl ear l y el i gi bl e act i vi t y and
i n anot her sect i on of our resol ut i ons we di scuss a ne w ur ban economi c
devel opment ar ea pr ogr am, and i n t hat di scussi on per haps s ome of t he
t hought s t her e wi l l hel p t o def i ne wha t s ome of t he act i vi t i es ar e t hat
we t hi nk woul d be useful under t he economi c devel opment headi ng.

We suggest t hat t her e be a r equi r ement f or a speci fi c rel ocat i on pl an
and t hat i s not ver y speci fi c i n t he Ac t and r egul at i ons as t hey now
exi st .

An d we al so suggest t hat nonpr of i t gr oups be per mi t t ed under t hi s
pr ogr am t o bui l d and oper at e nei ghbor hood cent er s but subj ect t o
det ai l ed agr eement s wi t h l ocal gover nment s .

I n a rel at ed ar ea, we have r evi ewed t he hous i ng assi st ance pl an
and j ust i n a f ew wor ds we f i nd i t s obj ect i ves mos t l audabl e, but t hat
t he pr esent vehi cl e as admi ni s t er ed i s unwor kabl e and unwi el dy and
i t does not cont r i but e muc h t owar d achi evi ng coordi nat i on nor get t i ng
housi ng bui l t .

We ask t hat t he Congr es s and H U D get t oget her and t hi nk a bout —
and we cer t ai nl y have vol unt eer ed our assi st ance on t hi s —t o get a bet -
t er, mor e wor kabl e housi ng assi st ance pl an whi ch wi l l achi eve t he
obj ect i ve of coor di nat i on of housi ng and communi t y devel opment ,
but at t he s a me t i me wi l l not become an admi ni st r at i ve ni ght mar e.

We t hi nk al so t hat t he subcommi t t ee has t o gi ve s ome at t ent i on t o
compl et i on of exi st i ng ur ban r enewal proj ect s. Thi s has been an over -
l ooked f act or i n t he Hous i ng Ac t of 1974 and t he var i ous subsequent
bil l s.

We suggest t hat i n t he next 3 fi scal year s a t ot al of about $700 mi l -
l i on wi l l be needed i n ur gent needs f unds i f we ar e t o fi nal l y set t l e and

compl et e t hese ur ban r enewal proj ect s.
We s uppor t t he admi ni st rat i on' s pr oposal f or a $62. 5 mi l l i on ap-

propr i at i on f or sect i on 701 as a mi ni mum l evel but feel t hat i f we
ar e goi ng t o meet t he needs of t he St at es, t he ar ea- wi de organi zat i ons,
and t he smal l er l ocal i t i es, we shoul d consi der per haps doubl i ng t hat
l evel because s ome of t hem have no ot her r esources wi t h whi ch t o
under t ake necessar y pl anni ng act i vi t i es.

Ver y i mpor t ant t o us and a ver y dr amat i c and hel pf ul t ool whi ch
we ar e ha ppy t o see t he admi ni st r at i on and Congr es s s uppor t i s t he
sect i on 312 rehabi l i t at i on l oan pr ogr am.

We r ecomme nd a 3- year ext ensi on of 312 at a 150 mi l l i on aut hor i -
zat i on l evel ; and I mi ght c omme nt t hat i n or der t o ma ke t hi s pr ogr am
as effect i ve as i t can be on t he l ocal l evel we t hi nk i t i s goi ng t o need
al l t he H U D st affi ng s uppor t t he subcommi t t ee can gi ve i t because
t he communi t i es ar e ver y i nt erest ed and abl e t o process appl i cat i ons,
send t hem i n, but wher e H U D appr oval i s sti ll r equi r ed, we f i nd t hat
t her e i s not adequat e H U D st aff avai l abl e t o get t he l oans appr oved
wi t hi n any r easonabl e t i me per i od.
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Thi s has been a pr obl em f or ma ny of t he communi t i es because t hey
go out and wor k wi t h t he peopl e i n t he nei ghbor hood, wi t h t he home-
owner s, go t hr ough t he pr ocess of put t i ng t he l oan appl i cat i on t o-
get her , peopl e ar e wai t i ng f or it , and t hen t hey f i nd t hat H UD f unds
ar e cut off or t her e i s a new change i n pol i cy. •

And when a homeowner appl i es f or a l oan, and i s r eady t o fix up hi s
house, and t hen f i nds t hat he has an 8- , 9-, 10- mont h wai t , and t hen
maybe t he pr ogr am i s cut off, t he resul t i s ver y di scour agi ng f or t he
l ocal communi t i es who have t o pr epar e t hese appl i cat i ons, send t hem

t o HUD, and t hen l ose t hei r credi bi l i t y wi t h t hei r homeowner
const i t uent s.

We want t o put s ome emphas i s on t he f act t hat t he pr ogr am can
wor k. I t i s an excel l ent pr ogr am. But i t wi l l onl y wor k i f i t i s st ruc-
t ur ed i n t er ms of r api d pr ocessi ng f or t hose appl i cat i ons t hat ma ke

sense.
We have suggest ed t wo ne w pr ogr ams i n s ome det ai l i n our resol u-

t i ons whi ch we have ent er ed i nt o t he record. One rel at es t o a nei gh-
bor hood i mpr ovement pr ogr am whi ch we t hi nk t he subcommi t t ee wi l l
be doi ng s ome mor e t hi nki ng on i n t he f ut ur e, and we wi l l be happy
t o di scuss i t t hen, and al so wi t h your t ask forces.

We feel t hat i t i s i mpor t ant t hat t her e be s ome ne w t hi nki ng on
nei ghbor hood i mpr ovement pr ogr ams bot h f or preservat i on and f or
deal i ng wi t h t he pr obl ems of abandonment .

We ar e not f ocusi ng on i t ful l y t oday because we real i ze t hat your
f ocus i s mai nl y on exi st i ng pr ogr ams.

We have al so made s ome suggest i ons f or a compr ehensi ve economi c
devel opment act i on pr ogr am. I n t hi s r egar d we suppor t Secr et ar y
Har r i s ' pr oposal s f or devel opment act i on gr ant pr ogr ams.

We t hi nk t hat i s an i mpor t ant fi rst st ep i n br i ngi ng about t he eco-
nomi c revi t al i zat i on of our cit ies.

I n our resol ut i ons we have made s ome pr oposal s f or a l onger r ange
ur ban economi c devel opment ar eas pr ogr am, and we t hi nk t her e i s
goi ng t o have t o be s ome f ocus on t hat t ype of pr ogr am i f we ar e
t o be ser i ous about doi ng s omet hi ng wi t h t he economi c i mpr ovement
of our ci ties.

We l ook f or war d t o di scussi ng t hi s pr ogr am i n great er det ai l at
f ut ur e commi t t ee hear i ngs and al so wi t h your rel evant commi t t ee
t ask forces.

Tha nk you.
[ The pr epar ed st at ement of Mr . Par i sh, on behal f of t he Nat i onal

Hous i ng Conf er ence, Inc. , f ol l ows: ]
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In NAT I ONAL HOUS I NG CONF ERENCE, I NC.
1126 SI XTEENTH ST. , N. W. WASHI NGTON, D. C. 20036

Ma r c h 8 , 1 9 7 7

Te s t i mo n y b y Mr . Na t h a n i e l J . Pa r i s h , AI P, P . E. * , o n b e h a l f o f t h e
Na t i o n a l Hou s i n g Co n f e r e n c e , pr e s e n t e d t o :

Hou s e o f Re p r e s e n t a t i v e s Co mmi t t e e o n Ba n k i n g , Fi n a n c e a n d Ur b a n
Af f a i r s ; Su b c o mmi t t e e o n Ho u s i n g a nd Co mmu n i t y De v e l o p me n t .

* Mr . Pa r i s h i s a l s o Ch a i r ma n o f t h e Le g i s l a t i v e Commi t t e e o f t h e Ne w
Yo r k St a t e As s o c i a t i o n o f Re n e wa l a n d Ho u s i n g Of f i c i a l s , a nd
Ex e c ut i v e Vi c e Pr e s i d e n t o f t h e f i r m o f Ra y mo n d , Pa r i s h , P i n e &
We i n e r , I n c .
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I a m s u r e t ha t t h i s Co mmi t t e e i s we l l a wa r e o f t h e n e e d s o f o u r
c i t i e s . We d o n o t b e l i e v e t h e y c a n b e i mp r o v e d t h r o u g h r h e t o r i c ,
s l o g a n s a nd un t r i e d t h e o r i e s . We mu s t q u i c k l y mo v e t o c o mp r e h e n s i v e ,
a de q ua t e l y f un de d a c t i o n p r o g r a ms . Ou r r e s o l u t i o n s s e t f o r t h wh a t
NHC' s p r o po s a l s a r e i n r e g a r d t o b o t h s h o r t a n d l o n g e r r a n g e p r o g r a ms .
I wou l d l i k e t o b r i e f l y s u mma r i z e t h e s e .

1 . I n Re l a t i o n t o t h e Co mmu n i t y De v e l o p me n t Pr o g r a m:

( a ) We s u g g e s t s o me s t e p s t o b e t a k e n b y HUD t o i mp r o v e t h e a d mi n i s -

t r a t i on o f t h e p r o g r a m t o a s s u r e t h a t i t i s me e t i n g t h e p r i ma r y
o bj e c t i v e s i n t e n d e d b y t h e Co n g r e s s .

( b ) Th e p r o g r a m r e q u i r e s a d d i t i o n a l f u n d s f o r HUD s t a f f i n g i f HUD
i s t o be a b l e t o p r o p e r l y mo n i t o r a n d e v a l u a t e l o c a l p r o g r a ms .

( c ) We a s k t h a t t h e p r o g r a m b e a u t h o r i z e d f o r a n a d d i t i o n a l s i x
f i s c a l y e a r s , a n d we c e r t a i n l y s u p p o r t , a s a mi n i mu m, t h e $ 4
b i l l i on l e v e l f o r f i s c a l 1 9 7 8 s u g g e s t e d b y Se c r e t a r y Ha r r i s .

( d ) We h a v e n o t b e e n a b l e t o a n a l y z e i n d e t a i l t h e v a r i o u s a l t e r n a t e
a l l oc a t i o n f o r mu l a s b e i n g c o n s i d e r e d b y t h e Co mmi t t e e . We d o
t h i n k t h a t a g e o f h o u s i n g s t o c k , p o p u l a t i o n l o s s e s , e x t e n t o f
p r e vi o u s t a x- a b a t e d h o u s i n g c o n s t r u c t e d i n t h e c o mmu n i t y , a n d
t h e d e g r e e o f d e t e r i o r a t i o n o f t h e c e n t r a l a r e a o f a c i t y a r e
a d d i t i o n a l c r i t e r i a wh i c h o u g h t t o b e us e d i n d e t e r mi n i n g
a l l o c a t i o ns o f f u n d s .

( d ) We r e c o mme n d t h a t u n d e r a n y a l l o c a t i o n s l i s t em n o g r a n t r e c i p i e n t
r e c e i v e l e s s t h a n t h e y h a v e r e c e i v e d i n Fi s c a l Ye a r s 1 9 7 8 t o 1 9 8 0 .
Qu e s t i o n s h a v e b e e n r a i s e d a b o u t t h e s o - c a l l e d " h o l d - h a r ml e s s "
f o r mu l a f o r s ma l l e r c o mmu n i t i e s . We s u b mi t t h a t t h o s e a f f e c t e d
a r e c o mmu n i t i e s wh i c h we r e wi l l i n g u n d e r p r e v i o u s p r o g r a ms t o
b ui l d t a x- a b a t e d a s s i s t e d h o u s i n g , a nd t o u n d e r t a k e c o n c e n t r a t e d
c o d e e n f o r c e me n t p r o g r a ms , a nd t o s u p p l y t h e l o c a l s h a r e o f t h e
c o s t o f c a t e g o r i c a l p r o g r a ms wh i c h o f t e n e x c e e de d t h e r e q u i r e d
mi n i mu m o f 2 5 p e r c e n t o f t h e p r o g r a m c o s t . Th e s e c o mmu n i t i e s
u n d e r t o o k s u c h p r o g r a ms a t g r e a t p o l i t i c a l r i s k b e c a u s e t h e i r
n e e d s a n d p r o b l e ms we r e g r e a t e r t h a n ma n y o t h e r s wh o c h o s e n o t
t o p a r t i c i p a t e . Fo r t h e s e r e a s o n s we b e l i e v e t h e y d e s e r v e t h e
s p e c i a l a t t e n t i o n wh i c h t h e " h o l d - h a r ml e s s " f o r mu l a g i v e s t o t h e m.

( f ) We p r o p o s e a n i n c r e a s e i n t h e a mo u n t o f d i s c r e t i o n a r y f u n d i n g
t o b e ma de a v a i l a b l e . Th e c o n c e p t o f t h e s e t y p e s o f g r a n t s
n e e d s t o b e r e v i e we d . As p r e s e n t l y a d mi n i s t e r e d , t h e y o f t e n d o
n o t p e r mi t c o mmu n i t i e s t o d e v e l o p a c o o r d i n a t e d p r o g r a m wi t h
a n y a s s u r a n c e o f c o n t i n u i t y .

We r e c o g n i z e t h a t o u r v a r i o u s r e q u e s t s wi t h r e s p e c t t o f u n d i n g
ma y i n c r e a s e t h e t o t a l a u t h o r i z a t i o n t o a l e v e l mo d e s t l y g r e a t e r
t ha n t h a t wh i c h t h e Co mmi t t e e i s c o n s i d e r i n g . I t i s o u r b e l i e f
t h a t t h e n e e d s o f t h e c i t i e s a r e i mp o r t a n t e n o u g h f o r t h e Co mmi t t e e
t o f a v o r a b l y c o n s i d e r s u c h a mo d e s t i n c r e a s e .
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( g) Th e l o a n g u a r a n t e e p r ov i s i o n s h a v e n o t b e e n f o u n d t o be a
f e a s i b l e t o o l f o r un d e r t a k i n g l a nd a s s e mb l y p r o g r a ms t h a t
wou l d e n c o u r a g e e c o no mi c r e v i t a l i z a t i o n a n d p r i v a t e s e c t o r
i mp r o v e me n t . We h a v e i n c l ud e d s u g g e s t i o n s f o r ma k i n g t h i s
a u s e f u l t o ol .

( h ) We s u g g e s t t ha t Co n g r e s s r e q u i r e t h a t l o c a l i t i e s s p e c i f i c a l l y
d e l i n e a t e a r e a s wi t h i n wh i c h c o mmu n i t y d e v e l o p me n t a c t i v i t i e s
wi l l t a k e pl a c e a nd t h a t t h e s e b e a r e a s a nd a c t i v i t i e s wh i c h
c l e a r l y me e t t he p r i ma r y o b j e c t i v e s o f t h e Ac t . We d o r e c o g -
n i z e t h a t t h e r e c a n b e i mp o r t a n t a n d e l i g i b l e a c t i v i t i e s o u t -
s i d e s u c h a r e a s , b u t wh i c h d i r e c t l y b e n e f i t t h e m, a n d t h a t
t h e s e s ho ul d be p e r mi t t e d . Al s o , t o p r o v i d e f o r l o c a l f l e x i -
b i l i t y , 1 0 p e r c e nt o f t h e c o mmu n i t y d e v e l o p me n t a l l o c a t i o n
s h o u l d c o n t i nu e t o b e p e r mi t t e d f o r l o c a l o p t i o n a c t i v i t i e s
o n a mo r e f l e x i b l e b a s i s .

( i ) We s u g g e s t a t h r e e - ye a r a p p l i c a t i o n p r o c e s s s u b j e c t t o a n n u a l
HUD r e v i e w of p e r f o r ma n c e .

( j ) We s u p p o r t t h e p r o p o s a l t o ma k e e c o n o mi c d e v e l o p me n t a c l e a r l y
e l i g i b l e a c t i v i t y a nd i n o u r s e c t i o n o n a p r o po s e d ne w Ur b a n
Ec o n o mi c De v e l o p me n t Ar e a s Pr o g r a m, we d i s c u s s o u r t h o u g h t s
o n t h a t s ub j e c t .

( k ) We s u g g e s t t ha t t h e r e b e a r e q u i r e me n t f o r a s p e c i f i c r e l o c a t i o n
p l a n .

( 1 ) We p r o p o s e c t ha t n o n - p r o f i t g r ou p s b e p e r mi t t e d t o bu i l d a n d
o p e r a t e ne i g hb o r ho o d c e n t e r s un d e r a g r e e me n t s wi t h l o c a l
g o v e r n me n t s .

2 . I n r e l a t i o n t o Ho u s i ng As s i s t a n c e Pl a n s , we f i n d t h a t t h e p r e s e nt
v e h i c l e h a s p r ov e n t o b e u n wo r k a b l e a nd u n wi e l d y . We r e q ue s t t h a t
HUD a n d Co n g r e s s t a k e a c t i o n t o c r e a t e a n e w a n d mo r e e f f e c t i v e
me t ho d f o r a c h i e v i ng c o o r d i n a t i o n b e t we e n c o mmu n i t y de v e l o p me nt
a n d h o u s i n g p r o g r a ms .

3 . I n r e l a t i o n t o t h e c o mp l e t i o n o f e x i s t i n g u r b a n r e n e wa l p r o j e c t s , we
a s k t h a t Co n g r e s s a u t h o r i z e a nd a p p r o p r i a t e d u r i n g Fi s c a l Ye a r s 1 9 7 8
t o 1 9 8 0 a t o t a l o f $ 7 0 0 mi l l i o n i n u r g e nt n e e d s f u n d s t o f i n a n c i a l l y
s e t t l e a n d c o mpl e t e t h e s e p r o j e c t s .

4 . I n r e l a t i o n t o t he 7 0 1 Co mp r e h e n s i v e Pl a n n i n g Pr o g r a m, we un de r s t a n d
t h a t t h e Ca r t e r Ad mi n i s t r a t i o n h a s r e qu e s t e d a $ 6 2 . 5 mi l l i on a p p r o p r i a -
t i o n f o r Fi s c a l Ye a r 1 9 7 8 . We b e l i e v e t h a t t h i s i s t h e mi ni mum d e s i r -
a b l e l e v e l a n d s ug g e s t t h a t a $ 1 2 5 mi l l i o n l e v e l i s n e e de d i n o r d e r t o
e n a b l e t h i s p r o g r a m t o me e t t he n e e d s o f t he s t a t e s , a r e a - wi d e o r g a n -
i z a t i o n s a n d t h e s ma l l e r l o c a l i t i e s wh i c h h a v e no o t h e r r e s o u r c e s t o
d r a w u p o n .
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5 . I n r e l a t i o n t o t h e Se c t i o n 3 1 2 r e h a b i l i t a t i o n l o a n p r o g r a m, we v e r y
mu c h a p p r e c i a t e t h e i n t e r e s t a nd s u p p or t wh i c h t h e Co n g r e s s a n d t h e
Ca r t e r Ad mi n i s t r a t i o n h a v e s h o wn f o r t h i s mo s t u s e f u l t o o l . We
r e c o mme n d a t h r e e - y e a r e x t e n s i o n a t a $ 1 5 0 mi l l i o n a n n u a l a u t h o r i z a -
t i o n l e v e l .

6 . We s u p po r t t h e c o n c e p t o f a Na t i o n a l Co mmi s s i o n o n t h e Ne i g h b o r h o o d .
I t c e r t a i n l y wo ul d b e h e l p f u l t o d e v e l o p mo r e i n f o r ma t i o n o n t h e
c a u s e s o f n e i g h b o r h o o d d e t e r i o r a t i o n a nd s o me a d d i t i o n a l t h i n k i n g
a b o ut n e w t e c h n i q u e s f o r n e i g h bo r h o od p r e s e r v a t i o n a n d f o r d e a l i n g
wi t h t h e p r o b l e ms o f h o u s i n g a b a n d o n me n t .

We d o t h i n k t h a t a s t a r t on a n a c t i o n p r o g r a m c a n t a ke p l a c e b e f o r e
s u c h a s t u d y i s c o mp l e t e d . Ou r r e s o l u t i o n s i n c l u d e p r o p o s a l s f o r
a n e w Co mp r e h e n s i v e Ne i g hb o r h o o d I mp r o v e me n t Pr o g r a m. We s h a l l b e
ha p p y t o d i s c u s s t h e s e wi t h t h e Commi t t e e a t i t s f u t u r e h e a r i n g s
on n e w p r o g r a ms a n d wi t h t h e r e l e v a n t Co mmi t t e e t a s k f o r c e s wh i c h
h a ve r e c e n t l y b e e n f o r me d .

7 . We f u l l y s u p p o r t a nd c o mme n d t h e p r o p o s a l s b y Se c r e t a r y Ha r r i s f o r
a De v e l o p me n t Ac t i o n Gr a n t Pr o g r a m.

Th i s i s a mo s t i mp o r t a n t f i r s t s t e p t o wa r d s b r i n g i n g a b o u t t h e
e c o n o mi c r e v i t a l i z a t i o n o f ou r c i t i e s .

Ou r r e s o l u t i o n s i n c l u d e p r o p o s a l s f or a l o n g e r r a n g e Ur b a n Ec o n o mi c
De v e l o p me n t Ar e a s Pr o g r a m. Ag a i n , we l o o k f o r wa r d t o d i s c u s s i n g
t h i s i n g r e a t e r d e t a i l a t f u t u r e Co mmi t t e e h e a r i n g s a nd a l s o wi t h
t h e r e l e v a n t Co mmi t t e e t a s k f o r c e s .
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Mr . AuConsr . Tha nk you, Mr . Par i sh. Mr . Wei ner , why don' t you
t ake over f r om t her e?

STATEMENT OF LEON N. WEI NER—Re s ume d

Mr . WEI NER. Tha nk you.
I had earl i er asked per mi ssi on t o ent er t he resol ut i ons and pol i cy

st at ement of t he Nat i onal Hous i ng Conf er ence. I woul d l i ke t o j ust
add a coupl e of comment s about it .

Mr . Au Co w. Do you have your t est i mony i n wr i t t en f or m ?
MT. WEI NER. Yes ; I do.
We wi l l have t hat di st r i but ed i n a f ew moment s . I t hi nk you have a

copy of our pol i cy st at ement and resol ut i ons bef or e you.
I want ed t o cal l your at t ent i on qui ckl y t o our t abl e of cont ent s. We

have cut down t he l engt h of our st at ement . Usual l y, i t r uns t o about ,
80 or 100 pages. We have at t empt ed t o cover t he fi eld on a muc h si m-
pl er and cl earer basi s and we have gone over i t .

We t hi nk we have cover ed al l of t he t hi ngs t hat concer n t he br oad
gr oup t hat we represent . An d I a m not about t o st ar t t o out l i ne or go
t hr ough t he pr ogr am i t em by i t em, except t o poi nt out t hat we have
di vi ded i t i nt o several par t s i ncl udi ng, one, t he pr ogr ams f or t he cur -
r ent year , and second, a l ook at a 4- year pr ogr am, l ooki ng ahead f r om
1977 t hr ough 1980 as t o wher e t he hous i ng needs are.

An d I want ed t o st ar t off by poi nt i ng out t hat one of our maj or
concer ns wi l l be, i t s eems t ons , t he recogni t i on of t he need f or assi st ed
housi ng i n t he comi ng fut ure.

I n 1968, when we adopt ed our nat i onal housi ng goal s, we sai d t her e
was a need f or about 6 mi l l i on out of 26-mi l l i on uni t s of subsi di zed
housi ng. We woul d suggest t hat t hat need i n t er ms of vol ume i s muc h
hi gher t han 600, 000 uni t s a year .

We suggest , al so, t hat we ar e awar e of t he const rai nt s bot h on our
nat ur al resources, i ncl udi ng l umber —and as our f r i end f r om t he br i ck-
l ayer s uni on at our l egi sl at i ve br eakf ast t hi s mor ni ng poi nt ed out ,
i ncl udi ng br i ck—he di dn' t want t o be part i al j ust t o t he l umber peo-
pl e—t hat we needed t o st ep t hi s mat t er up t o fulfill t he need at a l evel
of about 1. 2 mi l l i on housi ng uni t s per year , because t he gap bet ween
i ncome and t he cost of hous i ng has been gr owi ng.

An d t her e i s no ot her wa y t hat we know of t hat you can cover i t
except t o pr ovi de pr ogr ams t hat ar e desi gned t o ma ke t he t wo meet .
An d so t he need we t hi nk i s muc h great er t han t he 600, 000 uni t s a year ,
and we ar e a l ong wa y f r om achi evi ng t hat l evel .

As a mat t er of fact , Secr et ar y of H UD Har r i s poi nt ed out i n a
speech t o t he Hous i ng Conf er ence Conve, nt i on t hat i n 1976, we had
j ust about 50. 000 uni t s st ar t ed or publ i cl y assi st ed housi ng agai nst
an i mmedi at e r ecogni zed need of 600, 000, and we ar e surffrest ing t hat
over t he 4-year per i od i t ought t o r each a l evel of 1. 2 mi l l i on.

Tha t i s t he or der of magni t ude of t he pr obl em, and we t hi nk i t i s a
ser i ous one. We t hi nk t her e i s a real crisis.

We t hi nk t her e i s a real shor t age devel opi ng, and we regr et t he
pol i cy t hat s eems t o nersi st t hat we can meet our housi ng needs wi t hout
i ncr easi ng our s i mpl y of housi ng.

At t he rat e of f ami l y f or mat i ons, and t he rat e houses are goi ng out
of our i nvent or y or out of our st ock, we ar e not goi ng t o achi eve our
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obj ect i ves of a decent home and a sui t abl e envi r onment s i mpl y by
reshuffl i ng pr ogr ams t hat wi l l j ust br i ng about reshuffl i ng of t he exi st -
i ng st ock.

We need t o preser ve t hat st ock. We need maj or rehabi l i t at i on t o
br i ng abandoned houses back i nt o t he housi ng suppl y.

But t he ans wer real l y i s t he suppl y of housi ng. An d we ar e ver y
happy t o see t he appr oach t hat has been t aken by t he cur r ent secret ary
of HUD, al t hough we do not bel i eve she went f ar enough.

An d I wi l l addr ess mysel f speci fi cal l y t o a coupl e of t hose quest i ons
i n a moment .

Wi t h t he advent of a ne w admi ni s t r at i on—and I woul d recal l t o t hi s
subcommi t t ee t hat our or gani zat i on 2 year s ago test i fied agai nst t he
appoi nt ment of t he ne w Secr et ary, i n t hat case a ver y l ovel y and ver y
br i ght , capabl e l ady by t he na me of Car l a Hi l l s. We obj ect ed t o her
appoi nt ment and went t o t he Senat e commi t t ee hear i ngs on her con-
f i rmat i on, obj ect i ng on t he gr ounds t hat she had no exper i ence i n t he
field of housi ng.

We fel t t hat on- t he- j ob t r ai ni ng i n t he field of housi ng wa s real l y
not consci onabl e when we wer e i n t hi s ki nd of crisis. We di d not ap-
pear agai nst t he appoi nt ment of Secr et ar y Har r i s, and not on a part i -
san basi s, I mi ght poi nt out .

We di d not appear bef or e t hem because we fel t t hat i t was a new
admi ni st r at i on and dur i ng t he campai gn t her e wer e ref reshi ng pl edges
and pr omi ses and speeches on hous i ng and t he ci ties. We ar e ver y
awar e of t he cont ent of t hose speeches. They s ounded bet t er t han wha t
we had seen.

So we sai d, wel l , per haps.
Second, we fel t t hat t he i ncomi ng Secr et ar y woul d have an oppor -

t uni t y t o appoi nt a new staff. An d i f t hi s st aff was knowl edgeabl e and
compet ent , t hat per haps t hi s woul d per mi t a new ki nd of admi ni st r a-
t i on.

I t hi nk t he subcommi t t ee member s ma y be i nt erest ed t o not e t hat ,
No. 1, we have wat ched t he appoi nt ment s by t he Secr et ar y t hat have
been announced, al t hough not conf i r med yet , and we ar e i mpr essed
t hat she has br ought t oget her a gr oup of peopl e wi del y di versi fi ed
i n exper i ence, but exper i enced. An d professi onal s. Thes e ar e not s i m-
pl y at t orneys, wi t h al l due respect t o any me mber of t he subcommi t t ee
who i s an at t orney.

[ Laught er . ]
Tha t t he si mpl e qual i fi cat i on was not a l aw degr ee, al t hough i t di dn' t

hur t and she whacked me over t he knuckl es when I poi nt ed out t hat
she di dn' t know muc h about housi ng. She sai d, " Yes ; you ma y know
mor e about housi ng t han I do, but I know mor e about Was hi ngt on
t han you do. "

I t hi nk t hat was a good omen. An d we wer e i mpr essed wi t h t he f act
t hat we have a Secr et ar y who s eems t o put t he concer ns of housi ng
and communi t y devel opment ver y hi gh on her pr i or i t y l ist and wi l l
speak up as a spokesper son advocat i ng housi ng.

And we t hi nk i t i s t i me t hat we had s omebody who was r epresent i ng
H UD and t hi s subcommi t t ee' s pr ovi nce who was goi ng t o f i ght f or
t he pr ogr ams and f or t he t hi ngs t hat t he subcommi t t ee and t he Con-
gress have put i nt o t he Hous i ng Act . Someone who wi l l not s i mpl y say
I can' t over come t hat li tt le Depar t ment over t her e known as OMB,
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t hat Depar t ment whi ch we l i ke t o put a " t he" i n f r ont of , and t hen
t he ini t i al s spel l t - o- m-b, t he t omb.

I t has been t he t omb of hous i ng act ivi t i es f or al l t oo l ong.
Mr . AuConc . Let me i nt er rupt f or j ust a second and ma ke t he poi nt

—I t hi nk t hat you recogni ze i t —t hat i n t he Car t er budget revi si ons
t hat have cl eared OMB, H UD comes out bet t er t han any ot her Fed-
eral agency.

Mr . WEI NER. Thi s i s one of t he r easons we ar e pr oud of t he l ady.
I was refer i ng t o t he OMB' s past hi st ory and we wi l l be hopi ng that ,

, t hat pl ace wi l l be ai red out . At t he moment , however , we wi l l t ake
not e of one i t em t hat we t hi nk got l ost down t he r oad s omewher e, be-
cause we have been f ol l owi ng ver y cl osel y what request s wer e made
by HUI ) and what came out at t he ot her end.

An d I wi l l deal wi t h t he quest i on of t andem pl an f und money i n
a moment , because t hat di d not appear on t he budget request s, al t hough
ma ny of t he ot her s di d, and we t hi nk t hey wi l l do wel l .

I woul d l i ke t o t al k f or a moment , t hen, about s ome of t he t hi ngs
t hat ar e bef or e you f or aut hor i zat i ons i n t he admi ni st rat i on' s fiscal
1977 budget suppl emef i t ar y pr epar at i ons request .

We bel i eve t hat t he addi t i onal f undi ng and cont r act aut hor i t y f or
sect i on 8 housi ng i s ver y i mpor t ant . We bel i eve al so t hat af t er al most ,
21/ 2 year s of pr omi ses of sect i on 8 bei ng a real i t y t hat i t i s begi nni ng
t o wor k.

We ar e i mpr essed t hat sect i on 8 wor ks best when t her e i s a st r ong
wi l l t o ma ke i t wor k. We ar e i mpr essed wi t h t he r ecor d of pr oduct i on
and of del i berat e st ar t s t hat t ook pl ace af t er Augus t of 1976.

Now, we don' t know t hat t her e i s any correl at i on bet ween cert ai n
event s t hat t ook pl ace i n Augus t or i n t he fal l of 1976. But we ar e i m-
pressed t hat t hi s number of st ar t s i n sect i on 8 doubl ed i n t he mont hs
of Sept ember and Oct ober of 1976 over what t hey wer e i n t he pr evi ous
2 years si nce t he act was passed.

An d we ar e concer ned t hat t hat l evel of st art s not fal l off because
we t hi nk t hat wi t h di rect i on and encour agement gi ven by t he Secre-
t ar y of HUD, i t can happen, and t herefore, we ar e encour aged t hat
sect i on 8 can wor k.

We ar e ver y, ver y encour aged wi t h t he t hi nki ng t hat we need t o
have s ome 30-year hous i ng assi st ance payment cont ract s, t he 30-year
pr ogr am, i n addi t i on t o t he 20 and 40 t hat we now have f or t he St at e
agenci es i n or der t o t r y t o get convent i onal f undi ng i nt o t he pr ogr am.
P.We ar e concer ned wi t h t he budget ar y sys t em and t he wa y t hat we

cal cul at e budget aut hor i t y and r unout s on housi ng.
We woul d ur ge t hat t hi s subcommi t t ee' cal l on t he Budget Commi t -

t ee t o come up wi t h a mor e equi t abl e wa y of cal cul at i ng t he r unout
cost s.

We know of no ot her ongoi ng Feder al pr ogr am t hat is cal cul at ed
i n a si mi l ar f ashi on, a f ashi on, f r ankl y, t hat i s—i t seems t o us, ul t i -
mat el y goi ng t o dest r oy t he suppor t f or a r easonabl e l evel of assi st ance
f or l ow- , moder at e- i ncome housi ng, and especi al l y ne w const ruct i on.

Wh e n you t ake t hat 40-year f i gure and you mul t i pl y i t out and ex-
t end it. t he quest i on real l y i s how muc h of i t i s budget ar y i mpact now
and how do you di scount t he dol l ar s 30, 40 year s f r om now i n t er ms
of t he pr ogr am? An d second, when you have a 20- year cont ract , ar e
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we sayi ng real l y t hat at t he end of t hat 20 years, we ar e goi ng t o cut
off t he subsi dy whe n al l of t hose el der l y per sons and ot hers i n t he
pr ogr am who ar e still t here, t hat we ar e goi ng t o cut t hat housi ng out
of t he suppl y of l ow- and moder at e- i ncome hous i ng

So ul t i mat el y, we t hi nk t hat ki nd of cal cul at i on i s wr ong, and what
we woul d pl ead wi t h you woul d be t o r ecogni ze t hat t he mechani s m
used by t he St at e housi ng f i nanci ng agenci es i s ser i ousl y i mpai r ed by
t hat ki nd of cal cul at i on.

Our exper i ence has been—and now I put on a hat as s omebody t hat ' s
out i n t he field wi t h a pai r of muddy shoes a good par t of my t i me,
and tell you t hat i f i t hadn' t been f or t he st r ong suppor t of t he St at e
hous i ng f i nanci ng agenci es, we woul d not have achi eved t he r ecor ds
of housi ng pr oduct i on under sect i on 8 t hat we have been abl e t o achi eve
t o t hi s dat e.

An d so I woul d seri ousl y ur ge t hat t he subcommi t t ee t r y t o prevai l
on t he Budget Commi t t ee t o do a ne w pr ogr am.

I n connect i on wi t h fiscal year 1978 budget we ur ge t he subcommi t -
t ee t o suppor t at l east t he pr esent l evel of f undi ng f or Far mer s Ho me
and i nci dent al l y t o ma ke sur e t hat t he Far mer s Ho me pr ogr am get s
i mpl ement ed.

We have seen t oo f r equent l y t he fact , and part i cul ar l y i n t he Fa r m-
ers Ho me act ivi t i es and you wi l l pr obabl y be hear i ng mor e about i t
f r om our f r i ends i n t hat ar ea shor t l y, t hat t hey have ma de t he aut hori -
zat i ons, t hey have not i mpl ement ed t he pr ogr ams . The y have not
st affed t hei n adequat el y i n or der t o do t he j ob.

We ar e concer ned wi t h, and I woul d l i ke t o cal l t he subcommi t t ee' s
at t ent i on now t o t he need f or Br ooke- Cr anst on f unds whi ch wer e
deni ed. I t never got t o t he commi t t ee as a mat t er of a request .

I n t he Senat e t he chai r man of t he commi t t ee, Senat or Pr oxmi r e
has i nt r oduced a bi l l cal l i ng f or t andem Br ooke- Cr anst on f unds.

Mr . AuConv. Whe r e ar e you i n your t est i mony, Mr . Wei ner , so we
can be f ol l owi ng you as you go al ong.

Mr . WEI NER. I a m j umpi ng down t o page 5, and I want t o deal wi t h
t he defi ni t i ve r epor t on hous i ng needs by t he MI T- Har var d Joi nt
Cent er .

I n a ver y t i mel y fashi on, t he MI T- Har var d Joi nt Cent er came out ,
wi t h a r epor t on housi ng needs, whi ch makes t he case f or Br ooke-
Cr anst on f und aut hor i t y.

We ar e awar e t hat s ome of t hose f unds can be recycl ed and wi l l be
avai l abl e i n i t f or reuse. But we bel i eve mor e f undi ng i s needed. And
I t hi nk t hat t he MI T- Har var d Joi nt Cent er repor t , whi ch was i ssued
onl y on Mar ch 3, poi nt ed out t he real pr obl ems t hat we have i n t he
si ngl e- fami l y house mar ket and poi nt s up why t he cost of housi ng has
ri sen so hi gh.

For exampl e, i t ver y cl earl y poi nt s out t hat sal es pr i ci ng of ne w
si ngl e- fami l y hous i ng has cl i mbed t wi ce as fast as f ami l y i ncomes have
gr own over t he past 6 years.

An d t he ot her measur e of housi ng expense, t he mont hl y cost of home-
owner shi p, i ncl udi ng t he cost of fuel and ut i l it ies and pr oper t y t axes
and i nsur ance and mai nt enance have i ncreased even mor e r api dl y t han
t he sal es pr i ce of t hese houses, t hese cost s r i si ng 102 per cent bet ween
1970 and 1976.
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I n cont rast , medi an- f ami l y i ncome i ncreased 47 per cent over t he
s ame per i od. Ther e was i n t he l ast f ew year s an opi ni on t hat t her e was
no l onger a need f or suppor t f or t he si ngl e- fami l y house mar ket , si m-
pl y on t he gr ounds t hat we wer e pr oduci ng suffici ent housi ng f or t hese
fami l i es.

The Har var d- MI T r epor t poi nt s out t hat t he pr oduct i on of housi ng
f or mi ddl e- i ncome fami l i es, has r i sen because we wer e appeal i ng t o
t he upper mi ddl e- i ncome r anges and, t herefore, t hey want ed mor e
houses and coul d afford it .

But t he r epor t poi nt s out t hat t he maj or i t y of t he fami l i es i n t he
medi an i ncome had dr opped down as a per cent age because t hey coul d
not af ford t he hi gher i nt erest rat e and t he mont hl y payment s .

And, t herefore, i t i s i mpor t ant t o cl ose t he gap bet ween t he 8. 5, 9
and even 9. 25 per cent mor t gage rat es whi ch exi st and t he 5 per cent
whi ch t he sect i on 235 pr ogr am pr ovi des.

I woul d say t o you al so t hat we need t o make t he sect i on 235 pr o-
gr a m wor k, and par t of maki ng i t wor k means i ncreasi ng t he mor t gage
l i mi t s on i t , par t of maki ng i t wor k means havi ng i t wor k f r om 5 per -
cent goi ng down t o 1 per cent i n or der t o r each t hat br oad spr ead of
i ncome l evel s t hat ar e needed.

Mr . Chai r man, we wi l l st op our t est i mony at t hi s poi nt . We t hi nk
we have gi ven you r easonabl e backgr ound and we woul d be ver y
pl eased t o ans wer quest i ons.

[ Mr . Wei ner ' s pr epar ed st at ement on behal f of t he Nat i onal Hous -
i ng Conf er ence resol ut i ons adopt ed by t he member s hi p of t he con-
f er ence at i t s annual convent i on i n Was hi ngt on, D. C. , on Mar ch 6,
1977: and t he keynot e addr ess by Mr . Wei ner ent i t l ed " Ne w Pri ori t i es
i n 1977" del i vered at t he convent i on, f ol l ow: ]
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latNATI ONAL HOUS I NG CONF ERENCE , I NC.
1126 SI XTEENTH ST , N. W. WASHI NGTON, D. C. 20036

I NTRODUCTI ON

MR. CHAI RMAN AND MEMBERS OF THE COMMI TTEE: I a p p r e c i a t e t h e o p p o r t u n i t y t o

pr e s e n t t he vi e ws o f t he Na t i o n a l Ho u s i n g Co nf e r e n c e , I n c . t o t he Ho u s e Su b -

c ommi t t e e o n Ho u s i n g & Co mmu ni t y De v e l op me n t o n t he ve r y i mp o r t a n t ma t t e r s o f

HUD s u p p l e me n t a l a u t h o r i z a t i o n s i n f i s c a l y e a r 19 77 a nd f u n d i n g a u t ho r i z a t i o n s

f o r f i s c a l y e a r 1 9 7 8.

BACKGROUND

The Na t i o n a l Ho u s i n g Co n f e r e n c e , I n c . i s a n o n - p a r t i s a n , b r o a d l y ba s e d

n a t i o n a l c i t i z e n s ' o r g a n i z a t i o n . I t h a s wo r k e d f o r 4 6 ye a r s f or h o u s i n g a nd

c o mmu n i t y d e v e l o p me n t p r og r a ms b e n e f i c i a l t o t he f a mi l i e s a nd i n d i vi d u a l s o f

t he t o wn s , c i t i e s , a nd r u r a l a r e a s o f t h i s Na t i o n .

We a p p r e c i a t e t h i s Co mmi t t e e ' s p a s t r e c o r d o f c o o p e r a t i o n a nd s u p p o r t f o r

t h os e o f us c on c e r n e d wi t h ho u s i n g a nd c o mmu n i t y d e v e l o p me n t , p a r t i c u l a r l y du r -

i ng t h e b l e a k pe r i od i n 1 97 4 - 19 7 5 wh e n h o u s i n g s t a r t s d e c l i n e d t o a n a l l t i me

l o w. We l o o k f or wa r d t o a c o n t i n u i ng c l o s e r e l a t i on s hi p a s we a t t e mp t t o r e -

ga i n t he i n i t i a t i v e i n o u r c o n t i n u i ng s t r u g g l e f o r b e t t e r c o mmu n i t i e s a nd d e c e n t ,

a f f o r d a b l e h o me s f o r a l l Ame r i c a n s .

Wi t h t he a d v e n t o f a n e w Ad mi n i s t r a t i o n a nd a n e w Se c r e t a r y o f HUD, who h a s

s e l e c t e d e x p e r i e n c e d , k n o wl e d g e a bl e a s s i s t a n t s . . we l oo k f o r wa r d wi t h o p t i mi s m t o

a mu c h i mp r o v e d e n v i r o n me n t f o r p r og r e s s i v e h o u s i n g a n d c o mmu n i t y d e v e l o p me n t

p r o g r a ms . We ma y y e t me e t t he go a l s e s t a bl i s h e d b y t he Ho u s i n g a nd Ur b a n De v e l -

o p me n t Ac t of 1 96 8. To t h a t e n d , t he NBC wi l l wor k i n a c o op e r a t i v e p a r t n e r s h i p

wi t h t he Co n g r e s s a nd t h e Ad mi n i s t r a t i o n . We we r e gr e a t l y e n c o u r a g e d b y t he

pos i t i v e t o ne o f HUD Se c r e t a r y Ha r r i s ' a d d r e s s t o t h e Na t i o n a l Ho u s i n g Co nf e r e n c e' s

46 t h An n u a l Co nv e nt i on e a r l i e r t hi s we e k .
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I n f , . . ember 1 976 we s u b mi t t e d t o t he Pr e s i d e n t - e l e c t s p e c i f i c r e c o mme n -

d a t i o n s f or e a r l y a d mi n i s t r a t i ve a c t i o n s t he n e w Ad mi ni s t r a t i on c oul d t a ke

" t o ma ke t he e x i s t i n g HUD p r o gr a ms mor e e f f e c t i v e . " he ha v e b e e n g r a t i f i e d

t o n o t e t h a t t he ne w HUD Se c r e t a r y h a s r e v i e we d t he s e r e c o mme n d a t i o n s f a v o r a b l y .

On Ma r c h 6 of t hi s ye a r t h e NHC me mb e r s h i p a d o pt e d mo r e f a r r e a c h i n g r e c o mme n -

da t i o n s wh i c h c omp r i s e o ur 1 9 7 7 Re s o l u t i o n s .

I wi l l n o t t a ke t he Co mmi t t e e ' s t i me t o d e t a i l t h e s e Re s o l u t i o n s b u t wi l l

s u b mi t t he m f o r y ou r r e v i e w and c o ns i d e r a t i o n a s an a d d e n d u m t o t h i s t e s t i mo n y.

RECOMMENDATI ONS

HUD h a s pr op os e d s e v e r a l n e w a u t h o r i z a t i o n s t o s u p p o r t t he Ad mi n i s t r a t i o n ' ,

f i s c a l y e a r 1 97 7 Su p p l e me n t a l App r o p r i a t i on r e qu e s t , i nc l u d i n g a n a d d i t i o n a l

$ 3 7 8 mi l l i o n i n c o n t r a c t a u t h or i t y f o r t he Se c t i o n 8 l e a s e d h o u s i n g p r o g r a m.

Th i s a d d i t i o n a l c on t r a c t a u t h o r i t y i s n e c e s s a r y i f t he De p a r t me n t i s t o me e t

i t s g o a l of p r o vi di n g a s s i s t a nc e t o 4 0 0 , 0 0 0 u ni t s i n f i s c a l 1 9 7 7, e s p e c i a l l y

i n t he a r e a o f n e w c on s t r uc t i o n a nd r e h a b i l i t a t i o n , a nd we s u p p o r t i t .

Re g a r d i ng t he Se c t i o n 8 p r o g r a m, we e a r n e s t l y h o p e , a n d i n f a c t b e l i e v e ,

t ha t HUD h a s n o w i de n t i f i e d t he a d mi ni s t r a t i v e a nd l e g i s l a t i ve p r o b l e ms t ha t f or

21/2 y e a r s h a ve p r e ve nt e d t he p r og r a m f r om p r o d uc i n g a ny s i z a b l e v o l ume of n e w c o n -

s t r u c t i o n . We a r e c o n f i d e n t t ha t HUD' s n e w l e a d e r s hi p wi l l ma k e e ve r y e f f o r t t o

c o r r e c t t h e s e pr o b l e ms a s q u i c k l y a s po s s i bl e . An e a r l y i n d i c a t i o n o f t hi s i nt e n t

i s t he Se c r e t a r y of HUD' s r e c o mme n d a t i o n t h a t Se c t i o n 8 ( e ) ( 1 ) of t he Un i t e d St a t e s

Ho u s i n g Ac t o f 1 9 3 7 be a me nd e d t o p e r mi t HUD t o e n t e r i n t o t hi r t y - ye a r h o u s i n g

a s s i s t a n c e p a y me nt c o n t r a c t s i n o r d e r t o e n c o u r a g e t h e c o n v e n t i o n a l f i n a nc i n g o f

Se c t i o n 8 p r o j e c t s . We s u p p o r t t h i s a me n dme n t a s a p r a c t i c a l wa y t o i mp r o v e t h e

e f f e c t i v e n e s s o f t he Se c t i o n 8 p r o g r a m a t mi n i ma l c o s t t o t he Fe d e r a l g o v e r n me n t .

We r e a l i z e t h a t b e s i d e s HUD' s r e q u e s t f o r s u p p l e me n t a l l e g i s l a t i o n , a n o t he r

i mpe t us f o r t hi s mo r ni n g ' s h e a r i n g i s t o c o mp l y wi t h t he Co n g r e s s i o n a l Bu d g e t Ac t

a nd a t t e mp t t o f o r mu l a t e yo ur b ud g e t e s t i ma t e s f o r f i s c a l ye a r 1 9 78 , a s r e vi s e d

b y t he ne w Ad mi n i s t r a t i on

8 6 - 0 8 5 0 - 7 7 - pt . 3 - 1 5
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We a r e d i s a p p o i n t e d , h o we v e r , b y t he p r oj e c t e d r e d u c t i on i n ne w c o n s t r u c t i o n

a c t i v i t y un de r Se c t i o n 8 . We r e a l i z e t h a t t he 5 0 , 0 0 0 un i t r e d u c t i o n ha s be e n

s h i f t e d i nt o pu b l i c h o u s i n g , b u t we b e l i e v e i t wou l d h a v e b e e n b e t t e r t o t a k e

t he s e un i t s f r o m t he e x i s t i n g h o us i n g c a t e g o r y ( 1 7 2 , 0 0 0 u n i t s ) r a t h e r t ha n ne w

c on s t r u c t i o n . At a t i me wh e n r e nt a l va c a n c y r a t e s h a ve dr o pp e d s h a r p l y a n d t he r e

i s a n un qu e s t i o ne d ne e d f or ne w mul t i f a mi l y h o u s i n g , i t s e e ms i n a p pr o p r i a t e t o

pl a c e s u c h a h e a v y r e l i a n c e o n e x i s t i n g h o u s i n g n e e d s .

Pe r ha p s on e r e a s o n f o r t hi s u nd u e r e l i a n c e o n e x i s t i ng h o u s i n g i s t he b u d -

ge t a u t h o r i t y c a l c u l a t i o n p r o bl e m. Un l i k e mo s t o t h e r Fe d e r a l p r o g r a ms , t he

h o u s i ng p r o gr a ms f o r l o w a nd mo d e r a t e i n c o me f a mi l i e s f u nc t i on wi t h t he us e o f

c o nt r a c t a u t ho r i t y wh i c h wi l l be us e d ov e r mu l t i - y e a r p e r I od s . T h e a mo u n t o f

c on t r a c t a u t h or i t y r e s e r v e d , e s p e c i a l l y u nd e r t h e Se c t i on 8 p r o g r a m, i s s u b s t a n -

t i a l l y i n e x c e s s o f wh a t wi l l be pa i d o u t i n a ny o n e y e a r . Su f f i c i e n t c o n t r a c t

a u t h o r i t y i s s e t a s i de f o r e a c h u ni t t o pa y t h e f u l l r e nt - - a s i t u a t i on t h a t wi l l

onl y o c c ur i f t he a s s i s t e d l o w i n c ome o c c u p a n t h a s n o i n c o me . Th i s i s h i g h l y u n -

l i ke l y i n mos t c a s e s . Ho we v e r , whe n t he s e ma x i mu m p o s s i b l e , bu t u n l i k e l y , a mo u n t s

a r e mul t i p l i e d by 15 y e a r s f o r e x i s t i n g h o u s i ng o r 2 0 - 4 0 y e a r s f o r n e w h o u s i n g ,

huge a mo un t s r e s u l t . Th e r e f o r e , t he mor e c o nt r a c t a u t ho r i t y t ha t c a n be s h i f t e d

I n t o e x i s t i n g h o u s i n g , t h e l e s s e r t he a mo u n t o f b u d g e t a u t h o r i t y .

We ur ge t hi s Co mmi t t e e t o c a l l up o n t he Bu d g e t Commi t t e e t o c ome up wi t h a

mo r e e qu i t a bl e c a l c u l a t i on o f b u d g e t a u t h o r i t y f o r t h e l o w a nd mo de r a t e

i nc o me h o u s i n g p r o g r a ms . Af t e r a l l , t h e b u d g e t a ut h o r i t y f o r n o ot h e r o n- g o i n g

Fe d e r a l p r o g r a m i s c a l c ul a t e d i n a s i mi l a r f a s h i o n- - a f a s h i o n c a l c u l a t e d u l t i -

ma t e l y t o d e s t r o y s u p p o r t f o r a r e a s o n a b l e l e v e l o f a s s i s t a n c e f o r l o w a nd mo d -

e r a t e h o u s i n g , e s p e c i a l l y n e w c o n s t r u c t i o n .
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I n c o nn e c t i on wi t h t he f i s c a l ye a r 19 78 b u d g e t , we ur ge t he Co mmi t t e e t o

s u p p or t a t l e a s t t he p r e s e nt l e v e l of f u nd i n g f o r t he Fa r me r ' s Ho me Ad mi n i s t r a t i o n

ho u s i n g p r o gr a ms , a s we l l a s s u c h f u n d s a s ma y b e n e e d e d f o r t he 2 3 5 , 2 36 and

r e n t s u p pl e me n t pr o gr a ms . I n a d d i t i o n , we u r g e yo ur s u p p o r t f o r t he Ad mi ni s t r a -

t i o n ' s r e vi s e d b u d g e t r e q ue s t s f o r t he 7 0 1 p l a n n i ng a nd 3 1 2 r e h a b i l i t a t i o n l o a n

p r o gr a ms .

Ano t h e r a r e a o f bu d g e t a r y c o nc e r n i s t he a v a i l a b i l i t y o f a d e qu a t e b ud g e t

a ut ho r i t y t o a s s i s t t h e c o n ve n t i o n a l h o u s i n g ma r k e t i n c a s e we a r e c o n f r on t e d

wi t h t he p r o bl e ms o f t i gh t mo r t g a g e f u n d s a nd h i gh mor t g a g e i n t e r e s t r a t e s d u r -

i n g f i s c a l y e a r 1978.

Th e vo l a t i l i t y o f i n t e r e s t r a t e s a nd t he c y c l i c a l po s i t i o n o f t he h ome

b u i l di n g i nd u s t r y i n o u r n a t i o n a l e c o n o my , a r e t wo o b v i ou s f a c t o r s t ha t ma ke

i t d i f f i c ul t t o a c c ur a t e l y f o r e c a s t t he he a l t h o f t he h ou s i ng i n d u s t r y t h r o u g h -

o u t f i s c a l 1 978 . Wh i l e s i n g l e - f a mi l y ho u s i n g c o n s t r u c t i o n wa s a t a f a i r l y goo d

l e v e l i n 1 9 7 6 , a nd we a r e p r o j e c t i n g a mo d e r a t e i nc r e a s e i n 1 9 7 7 , t hi s i s ba s e d

o n t h e c o n t i nu a t i on o f i nt e r e s t r a t e s a t o r b e l ow t h e i r pr e s e nt l e v e l a nd t he

c o n t i n u a t i o n o f s t r o n g i n f l o ws o f s a vi n g s i n t o t he t hr i f t i n s t i t u t i o n s .

Wh i l e s i n g l e - f a mi l y h o us i n g c o n s t r u c t i o n h a s be e n e n c o u r a g i n g , ma ny f a mi -

l i e s a r e f i n di n g i t d i f f i c u l t , i f n ot i mp o s s i b l e , t o p ur c ha s e a n e w ho me . The s e

f a mi l i e s a r e f a c e d b y a " h o u s i n g a f f o r d a b i l i t y " pr o b l e m t h a t h a s b e e n c a us e d by

i n f l a t i on p u s h i n g up mo r t g a g e i n t e r e s t r a t e s a nd c o n s t r uc t i on c o s t s b e y on d a

c o r r e s po n d i n g i n c r e a s e i n f a mi l y i n c o me . The a b i l i t y of t he s e f a mi l i e s t o p ur -

c ha s e a n e w home i s ma d e e v e n mor e ma r g i n a l by t he e s c a l a t i n g c o s t o f ut i l i t i e s

a nd l o c a l pr o pe r t y t a x e s . Cl e a r l y , t he pe r c e n t a ge o f Ame r i c a n f a mi l i e s who wi l l
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b e a b l e a b l e t o e n t e r t he h o u s i n g ma r ke t wi l l d e c l i n e u n l e s s t he c o n s u me r i s a bl e

t o d e v ot e a h i g h e r p e r c e n t a g e of h i s g r o s s i n c o me t o h o u s i n g- r e l a t e d e x p e n s e s ,

o r s o me me a n s i s f o und t o a s s i s t t he s e f a mi l i e s t o a f f o r d t h e p u r c h a s e o f a

n e w h o me .

I n t h i s r e g a r d I c a l l t o t he Co mmi t t e e ' s a t t e nt i o n a d e f i n i t i v e r e po r t

on t h e n a t i o n ' s h o u s i n g n e e d s r e l e a s e d Ma r c h 3 b y t he MI T- Ha r v a r d J o i n t Ce n t e r

f o r Ur b a n St u d i e s . Th e r e p o r t i s e n t i t l e d , " Th e Na t i o n ' s Ho u s i n g , 1 97 5 t o 1 9 8 5 . "

Th e y p o i n t o u t t h a t i n 1 9 7 0 , 4 6 . 6 p e r c e n t o f t h e Ame r i c a n f a mi l i e s c o u l d a f f o r d

t o b u y a me d i u m p r i c e d n e w h o u s e . By 1 9 7 6 , o n l y 2 7 pe r c e n t c o u l d a f f o r d t h e

s a me s t a n d a r d .

The y p o i n t ou t t h a t s a l e s p r i c e s o f n e w s i n g l e f a mi l y h o u s i n g h a v e c l i mb e d

t wi c e a s f a s t a s f a mi l y i n c o me s h a v e gr own o v e r t h e pa s t 6 y e a r s .

Mor e i mp o r t a n t , t h e y p o i n t o u t t ha t t h e t o t a l me a s u r e o f h o u s i n g , t h e

mon t h l y c o s t o f h ome o wn e r s h i p , wh i c h i n c l u de s t he c o s t o f f u e l , u t i l i t i e s , p r o -

pe r t y t a x e s , i n s u r a n c e , a n d ma i n t e n a n c e h a v e i n c r e a s e d e v e n mo r e r a pi d l y t ha n

t he s a l e s p r i c e s . Th e s e c o s t s ha v e r i s e n 1 0 2 p e r c e n t be t we e n 1 9 70 a nd 1 9 76 .

I n c o n t r a s t , me d i a n f a mi l y i n c o me h a s i n c r e a s e d j u s t 4 7 pe r c e n t o ve r t h e

s a me p e r i o d , f r o m $ 9 , 8 6 7 t o $ 1 4 , 5 0 0 .

NHC h a s l o ng s u p p o r t e d t he GNMA Sp e c i a l As s i s t a n c e p r o g r a ms a s a u t ho r i z e d

b y t he Na t i o n a l Ho u s i n g Ac t . Th e Ma r k e t s u p po r t s p r o v i de d by GNMA f or t he p ur -

c ha s e o f va r i o us t y p e s o f mo r t g a g e s h a v e b e e n i n s t r u me n t a l i n pe r mi t t i n g c on s u me r s

t o f i n a n c e t he p ur c ha s e o f n e w h o me s wh e n mo r t g a g e c r e d i t wa s i n s c a r c e s u p p l y o r

a v a i l a b l e o nl y a t e x t r e me l y hi gh r a t e s o f i n t e r e s t . Th u s , i n 1 9 7 4 , we s u p p o r t e d

e n a c t me n t o f t he Eme r g e n c y Ho me Pu r c h a s e As s i s t a n c e Ac t , a d d i n g Se c t i o n 3 1 3 t o

t he Na t i o n a l Ho u s i n g Ac t , wh i c h a u t h or i z e d GNMA f o r t h e f i r s t t i me t o pu r c h a s e

c o n v e nt i o n a l mo r t g a g e s . Th i s p r o g r a m wa s we l l r e c e i ve d b y o u r i n d u s t r y a n d , i n

ma n y c a s e s , i t e n a b l e d b ui l d e r s t o c o n t i n u e t o op e r a t e d ur i ng t he b l e a k e s t p e r i o d
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o f t he t h e r e c e n t e c on o mi c d e p r e s s i o n . I t a l s o c on t r i bu t e d s u b s t a n t i a l l y t o t he r e -

l a t i v e l y go od l e v e l o f s i n g l e - f a mi l y c o n s t r u c t i o n a c t i v i t y i n 1 9 76 .

We , t h e r e f o r e , r e c o g ni z e t he n e e d f or t h e c on t i n ua t i o n o f t he Eme r g e n c y

Ho me Pu r c h a s e As s i s t a n c e Ac t b e yo n d Se p t e mb e r 3 0 , 19 7 7 . Ea r l i e r t hi s y e a r we

r e c o mme n d e d t h a t t h e Thi r d Co ng r e s s i o n a l Bu d g e t Re s o l ut i o n p r o v i d e b u d g e t

a u t h o r i t y t h a t i s s t i l l a v a i l a bl e u n d e r t h e Eme r g e n c y Ho u s i n g Ac t o f 19 7 5 , a

$ 3 b i l l i o n i n c r e a s e i n b u d g e t a u t h o r i t y o v e r t he Se c o n d Co n g r e s s i o n a l Bu d g e t

Re s o l u t i o n .

Th i s c o n c l u d e s my p o r t i o n o f t he NHC' s t e s t i mo n y. I wo u l d now l i k e t he

Co mmi t t e e t o h e a r br i e f l y f r o m Na t h a n i e l J . Pa r i s h , a me mb e r o f t he NHC' s Bo a r d

of Di r e c t o r s , wh o h a s a dd i t i o na l t e s t i mo n y o n t he Co mmu ni t y De v e l o p me n t a s p e c t

o f HUD a u t h o r i z a t i on s .

Th a n k y o u f o r t hi s o pp o r t un i t y t o p r e s e n t ou r v i e ws .
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PART I - SUMMARY

I n t r od uc t i on :

The NHC Re s ol ut i ons a r e i n t wo p a r t s : Pa r t I i s a Summa r y whi c h i s ma de up o f
Pa r t A, NHC' s Re c omme nda t i ons t o Pr e s i de nt Ca r t e r f o r I mme di a t e a nd Br oa d Ad mi ni s -
t r a t i v e Ac t i on s , a n d Pa r t B NHC' s Re c omme nda t i ons f o r a 4 - Ye a r Hous i ng Pr ogr a m t o
Me e t t he Ne e ds o f Al l I nc ome Gr oups . Pa r t I I s e t s f or t h NHC' s Re c omme nda t i ons f o r
Hous i n g a nd Communi t y De ve l opme nt Pr ogr a ms f o r t he c u r r e n t ye a r . I n s e t t i ng f o r t h
I t s Re c omme nda t i ons f o r a n i mpr ove d Hous i ng a n d Co mmun i t y De ve l opme nt Pr og r a m, NHC
r e c ogni z e s t ha t our c i t i e s a r e not s t a t i c . Th e y a r e c ons t a nt l y c ha ngi ng a nd t ha t
s u c h c ha nge s a f f e c t t he l i ve s o f a l mo s t t hr e e qua r t e r s of t he Ame r i c a n pe opl e .
The r e f or e NHC s u ppor t s t h e ne c e s s i t y o f ur ba n pl a nni ng i n o r d e r t o i nf l ue nc e t he
or de r l y de ve l opme nt of our c i t i e s . I n or d e r t o pr ovi de l a nd f o r hous i ng a n d ot h e r
e c onomi c a c t i vi t y i n t he i nne r - c i t y , we mus t f ol l o w a pr ogr a m of ur ba n a n d c ommuni t y
de ve l opme nt t ha t c onf or ms t o t h e br oa d c i t y pl a n a n d i s e f f e c t i ve l y c a r r i e d out i n a
t i me l y ma nne r . I t i s wi t hi n t h i s f r a me wor k t ha t NHC ma ke s t he f o l l owi ng r e c omme nda -
t i ons t o me e t t he Hous i ng a nd Commun i t y De ve l opme nt ne e ds o f o ur s oc i e t y.

PART A. NHC RECCMMENDATI ONS TO PRESI DENT CARTER FOR
I NNEDI ATE AND BROAD AMI NI STRATI VE ACTI ONS

Pr e s i de nt Ca r t e r c a n be s t a c hi e ve hi s goa l s f o r s t i mul a t i ng hous i ng a nd c om-
mu ni t y de ve l opme nt ( CD) a nd pr ovi di ng j ol t s b y di r e c t i ng t h e ne w HUD Se c r e t a r y t o :

1. I MMEDI ATE ALMI NI STRATI VE CHANGES. I ni t i a t e a s e r i e s o f a d mi ni s t r a t i ve
c ha nge s t o a l l ow CD a n d hous i ng pr ogr a ms t o ope r a t e a s t he y we r e i n t e nd e d , n a me l y :

a . Li ne Aut hor i t y . By s i mpl e a dmi ni s t r a t i ve or de r , e s t a b l i s h di r e c t l i ne
a ut h or i t y be t we e n t he HUB As s i s t a nt Se c r e t a r y f o r t he Of f i c e o f Hous i ng - FHA Com-
mi s s i one r a nd HUD Fi e l d Of f i c e s . Su c h a n or de r woul d pe r mi t i mpl e me nt a t i on o f
OPERATI ON PUSH- OUT.

b. I mpr ove Us e of Funds . Ma xi mum ut i l i z a t i on of e x i s t i ng f undi ng.
Cur r e nt r e gul a t i ons a nd a dmi ni s t r a t i ve a c t i ons ha ve ke pt pr oduc t i on s ubs t a nt i a l l y
be l ow e xi s t i ng f u ndi ng l e ve l s . The ne w Admi ni s t r a t i on c a n a s s ur e ma xi mum ut i l i z a -
t i on b y :

( 1 ) Sect i or l 235. Br oa de n t h e ma r ke t b y pe r mi t t i ng a r a nge of i n t e r e s t
r a t e s f r om 5 % t o 1 % a s a l l owe d b y l a w, a nd b y l owe r i ng down pa yme nt s t o t he s t a t ut or y
a mount . Thi s pr ogr a m c a n b e us e d f o r b ot h ne w a n d r e ha bi l i t a t i on hous i ng.

( 2 ) Se c t i o n 296.

( a ) Pe r mi t i nc r e a s e s i n s ubs i dy a nd c ons t r uc t i on c os t l i mi t s f o r
e xi s t i ng a ppl i c a t i ons whi c h ha ve b e e n pe ndi ng f o r ma n y ye a r s ;

( b ) El i mi na t e t he c ompa r a bi l i t y t e s t ;
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( c ) Al l ow a h i g he r pe r c e nt a ge o f uni t s i n a pr oj e c t t o b e
a s s i s t e d b y r e n t a l a s s i s t a n c e pa yme nt s ( RAP ) f o r d e e p s u bs i dy; a nd a dj us t i nc ome
l i mi t s a nd r e qui r e me nt s s o a s t o obt a i n a b r o a d e r e c onomi c mi x a nd r e qui r e r e s i de nt s
t o pa y t he l a r g e r o f ba s i c r e nt s o r 2 5 % o f i nc ome .

( 3 ) GNMA Pr og r a m 2 3 Ta nde m. Re c yc l e unus e d f u nd s a n d r e duc e i n t e r e s t
r a t e t o a l e v e l whi c h i s 2 % be l ow t he l e ga l FBA i n t e r e s t r a t e . Al l u nus ua l a nd r e -
s t r i c t i ve a p pl i c a t i o n f e e s s houl d be e l i mi na t e d, a nd t he pr ogr a m a dmi n i s t e r e d s o a s
t o f o s t e r i t s us e .

( 4 ) Se c t i on 8. Cha nge OMB' s c a l c ul a t i on o f Se c t i on 8 ' s i mpa c t o n t he
bud ge t s o a s t o ma ke t he Se c t i on 8 f un ds pr oduc e mor e hous i ng. Si mpl i f y Se c t i on 8
pr oc e s s i ng, e s pe c i a l l y b y e l i mi n a t i ng t h e c ompl i c a t e d a n d i l l - a dmi ni s t e r e d f a i r
ma r ke t c ompa r a bi l i t y t e s t .

( 5 ) Publ i c Hous i ng. Af t e r f i n a l l y a g r e e i n g t o r e i ns t a t e t h e pr ogr a m,
HUD' s ne w r e gul a t i ons l i mi t pr oduc t i on t o one t y r e a nd a r e ge ne r a l l y unwor ka bl e .
The s e s houl d be r e s c i nde d a nd t h e r e gul a t i ons i n f or c e a t t he t i me o f t h e mor a t or i um
s houl d be r e i s s ue d , r e s t or i n g t h e f u l l pr ogr a m. r r i or i t y s houl d b e gr a nt e d t o pr o-
j e c t s o n a va i l a b l e s i t e s - - ur ba n r e ne wa l , EDP a nd CD pr ogr a ms .

( 6 ) Fa r me r s Home Admi ni s t r a t i on ( FmHA) . El i mi na t e t h e pr e s e nt r a t i on-
i n g a n d a l l oc a t i on s ys t e ms whi c h r e s ul t i n mo ne y not be i ng us e d e ve n t ho u g h de ma nd
f a r e x c e e ds a va i l a bl e f u nds . Ut i l i z e f ul l y a nd r a pi dl y t h e moni e s whi c h we r e a p pr o -
pr i a t e d f o r pe r s onne l t o pr oc e s s a p pl i c a t i on ba c kl ogs .

( 7 ) Se c t i on 2 0 2 - El de r l y a nd Ha ndi c a ppe d Hous i ng, Al t h ou gh t he
pr i or HUD Admi ni s t r a t i on f i na l l y a l l oc a t e d r e l a t i ve l y f e w uni t s c ompa r e d t o t h e
t r e me n dous de ma n d, f e w o f t h e s e uni t s wi l l e v e n be g i n c ons t r uc t i on i n 1 9 7 7 be c a us e
o f t he s l owne s s a nd di f f i c ul t y o f pr oc e s s i ng. Fur t he r , HUD' s a nnounc e d i n t e nt i on
o f de c e nt r a l i z i ng pr oc e s s i ng wi l l f u r t h e r s e t ba c k pr oduc t i on. HUD s houl d us e
de ve l opme nt c os t s i ns t e a d of c omp a r a b l e s b e c a u s e t h e l a t t e r a r e ha r d t o f i nd a nd
a ppl y.

c . St a f f i ng. Compl e t e s t a f f i ng wi t h c o mpe t e n t a nd s ympa t he t i c pe opl e f o r
ke y HUD, OMB, VA a nd FmHA pos i t i ons . Si mi l a r l y , a pp oi nt s uc h pe opl e t o t h e Boa r d
o f Di r e c t or s o f FNMA a n d Fe d e r a l Home Loa n Ba nk Boa r d.

d. Na t i o na l Commi t me nt . I n g e n e r a l , r e vi t a l i z e HUD a n d FmHA b y r e e s t a b -
l i s hi n g a na t i o na l c ommi t me nt t o me e t hous i ng a nd c ommun i t y de ve l opme nt ne e ds a n d
na t i ona l go a l s of e q u a l hous i ng oppor t uni t y b y pr ovi di ng HUD a n d FmHA wi t h a s t a f f
a de qua t e i n n umbe r s a nd qua l i t y o f t r a i n i n g t o pr oc e s s r a pi dl y a n d we l l t he i nc r e a s e d
n umbe r o f a ppl i c a t i ons f o r ne w pr oj e c t s a nd a c c e l e r a t e t h e pr oc e s s i ng o f r e que s t s
f o r a s s i s t a n c e f o r e xi s t i ng pr ogr a ms .

e . HUD Re or ga ni z a t i on. I n NHC' s Re c omme nda t i ons f o r t he f i r s t 1 0 0 da ys o f
t he Ca r t e r Admi ni s t r a t i o n, NHC r e c omme nde d t h a t t h e r e be no i mme di a t e r e o r ga ni z a t i on
o f HUD. NHC r e a f f i r ms i t s pos i t i on t ha t t h e r e s houl d be n o i mme di a t e r e or ga ni z a t i on
whi c h woul d di s r upt t h e a dmi n i s t r a t i on o f c ur r e n t pr ogr a ms . Howe v e r , we r e c ogni z e
t h a t i n or d e r t o i nc r e a s e pr oduc t i on of publ i c hous i ng a n d t o i nc r e a s e pr oduc t i on of
ho us i ng ut i l i z i ng t h e t r a d i t i o na l FBA p r ogr a ms , s ome or ga ni z a t i ona l c ha nge s mus t b e
ma de . I n or d e r t o i nc r e a s e pr o duc t i on of hous i ng pr ogr a ms ut i l i z i ng t h e t r a d i t i on a l
FHA pr o gr a ms , NHC r e c omme nds r e - e s t a bl i s hi ng HUD I n s ur i ng Of f i c e s a n d e s t a bl i s h i ng
di r e c t l i ne a ut h or i t y be t we e n t he HUD As s i s t a n t Se c r e t a r y f o r Of f i c e o f Hous i ng - -
FHA Commi s s i one r a nd s uc h I n s ur i ng Of f i c e s .

9
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I n or de r t o s t i mul a t e pr oduc t i on a nd e f f e c t i ve i mpl e me nt a t i on of ur ba n
pl a nni ng, c ommuni t y de ve l opme nt a nd publ i c hous i ng pr ogr a ms , NHC r e c omme nds t ha t t he
Re gi o na l Of f i c e s b e s t r e ngt he ne d a nd t ha t t h e no n- FHA c ompone nt s of t h e a r e a of f i c e s
b e r e t ur ne d t o t h e Re g i ona l Of f i c e s i n o r de r t o i nc r e a s e t he c ompe t e nc y a nd s t a f f i ng
de pt h of t h e Re gi o na l Of f i c e s .

f . Af f i r ma t i ve Ac t i on . Es t a bl i s h a c l e a r Pr e s i de nt i a l pol i c y f o r Af f i r ma -
t i ve Ac t i on t o ma ke f a i r hous i ng a nd e qu a l oppor t uni t y pr ogr a ms mor e e f f e c t i ve i n
a c hi e v i ng non- di s c r i mi na t i on i n a l l HUD pr ogr a ms .

g. Ex i s t i ng Hous i ng. As s e t f o r t h i n Pa r t I I , Pa r t A, Cha pt e r VI I I , a
nu mbe r of s t e ps c a n be t a k e n i mme di a t e l y b y a dmi ni s t r a t i v e a c t i on whi c h wi l l f a c i l i -
t a t e t h e ut i l i z a t i on of c ur r e nt a ppr opr i a t i ons .

h. Communi t y De ve l opme nt . The c a pa c i t y o f l oc a l gove r nme nt s t o c a r r y o ut
e mpl oyme nt - ge ne r a t i ng a nd de ve l opme nt a c t i vi t i e s c a n b e gr e a t l y i nc r e a s e d b y t a ki ng
t he a dmi ni s t r a t i ve s t e ps s e t f or t h i n Pa r t I I , Pa r t B, Cha pt e r I , be l ow. The s e i n -
c l ude us e o f t he di s c r e t i ona r y f un ds t o e nha nc e on- goi ng l oc a l CD pr ogr a ms , a nd t o
ma xi mi z e t he f un ds t o hol d- ha r ml e s s a nd e nt i t l e me nt c ommuni t i e s ; a l s o , us e o f t he
" u r g e n t ne e ds f u n ds " of CD t o c ompl e t e on- goi ng pr ogr a ms .

i . Be t t e r Coor di na t i on. I ni t i a t e e f f e c t i ve me a s ur e s t o pr ovi de a de qu a t e
a n d f a i r mor t ga ge f i na nc i ng f o r a r e a s t ha t ha ve had di f f i c ul t y i n r e c e i vi ng a de qua t e
mor t ga ge c r e d i t s , s uc h a s i nne r - c i t y ne i ghbor hood s , de c l i ni ng ne i ghbor hoods , a nd
ne i ghbor hoods o f mi nor i t y c onc e nt r a t i on.

2. OPERATI ON PUSH- CUT

I mpl e me nt a n e f f e c t i ve OPERATI ON PUSH- OUT s o a s t o pr oduc e s t a r t s i n 19 77,
on mo r e t ha n 200 , 00 0 u ni t s of hous i ng whi c h a r e a l r e a dy i n t he HUD pi pe l i ne i n va r -
i ou s s t a ge s of pr oc e s s i ng. Su c h a n ope r a t i on wa s s uc c e s s f ul a nd wi t h e f f e c t i ve
l e a de r s hi p unde r a pr e s i de nt i a l c a l l s t a t i ng t he ur ge nc y o f ma xi mi z i ng we l l - pr oc e s s e d
hous i ng pr oduc t i on, OPERATI ON PUSH- OUT c a n i mme di a t e l y i nc r e a s e j obs s i gni f i c a nt l y .

3. I MMEDI ATE LEGI SI ATI VE REQUESTS

Re que s t a n y l e gi s l a t i ve a me ndme n t s ne e de d t o ma ke hous i ng a n d CD pr ogr a ms
mor e e f f e c t i ve a nd r e que s t budge t a ut ho r i t y , a ut ho r i z a t i ons a nd a ppr opr i a t i ons a t
s uf f i c i e nt f un di ng l e ve l s s o a s t o us e a l l e xi s t i ng pr ogr a ms f ul l y .

a . Pr e pa r e pr ogr a m f u nd i n g l e ve l s i n t i me t o me e t c ongr e s s i ona l bu dge t
de a dl i ne s o f Ma r c h 1 5 , 1 9 7 7 f o r Fi s c a l Ye a r 1978. Spe c i a l a t t e n t i on s houl d be
g i ve n t o r e que s t i ng t h e r e ma i ni ng $ 5 b i l l i on f o r mor t ga ge pur c ha s e s u n de r t he
Eme r g e nc y Ho us i ng Ac t o f 1 97 5 a nd a dd i t i ona l CD f undi ng.

b. Es t a bl i s h hous i ng gui de l i ne s f o r t h e e nt i r e ? r e s i d e nt i a l t e r m, whi c h
woul d r e a f f i r m t he na t i on a l hous i ng goa l s a nd t a k e i n t o c ons i de r a t i on c ha ngi ng
de mogr a phi c s t r uc t ur e a nd e c onomi c t r e nd s , a nd de ve l op a 4 - ye a r pr ogr a m whi c h woul d
ma ke u p f o r t he s h or t f a l l i n a c hi e vi n g t h e goa l s o f t h e l a s t s e ve r a l ye a r s . Fo r
e xa mp l e , t he r e s houl d be a pr ogr a m t o i mpl e me nt NBC' s 4 - ye a r pr ogr a m f o r 1 . 2 mi l l i o n
a nn u a l a s s i s t e d uni t s .

c . NHC s uppor t s t he r e por t e d e xt e ns i on of Re gul a t i on Q, whi c h pr ovi de s
f o r i nc e nt i ve s f o r s a vi ngs i n S&Ls a n d Mu t ua l Sa v i ngs Ba nks be yond t he Ma r c h 1
e xpi r a t i on da t e a nd t he c ont i nua t i on of c ur r e nt i nt e r e s t r a t e di f f e r e nt i a l . Th i s

(
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e xt e ns i o n s houl d s houl d b e a s i mpl e e x t e ns i on a n d not t i e d t o a n y ove r a l l l e gi s l a t i on
r e f or m o f mor t ga ge c r e di t pr ogr a ms .

d. Pr e pa r e r e c omme nda t i ons t o Congr e s s t o i ni t i a t e a Ma r s h a l l - t ype pl a n
f o r r e vi t a l i z i ng o l de r a nd de pr e s s e d c i t i e s wi t h e mpha s i s on l a r ge - s c a l e j ob-
c r e a t i ng pr oj e c t s .

e . The Se c t i on 3 1 2 r e ha bi l i t a t i on l oa n pr ogr a m s houl d b e e xt e nde d f o r a t
l e a s t 3 ye a r s , wi t h a nn u a l a ut hor i z a t i o ns of a t l e a s t $150, 000, 000.

f . Th e r e nt s uppl e me nt pr ogr a m s houl d be f unde d b y r e que s t i ng t he a p pr o -
pr i a t i on o f a l l e x i s t i n g a ut ho r i z a t i ons a nd t he r e gul a t i on r e qui r i ng t ha t r e nt s be
a t l e a s t 30 % o f t he e c ono mi c r e nt s houl d b e a b ol i s he d.

g. Al l ow a r e a of f i c e s a f t e r c ons ul t i ng wi t h l oc a l a nd s t a t e hous i ng a ge n-
c i e s a n d non- pr of i t s p on s or s , bu i l de r s a nd hous i ng ma na ge r s a nd ot he r s , t o s e t
i nc ome l i mi t s , e l i g i bi l i t y s t a nda r ds , a nd r e nt i nc ome r a t i os . The s e i t e ms v a r y
gr e a t l y f r om a r e a t o a r e a a nd na t i o na l s t a nda r ds c a nno t be a c c ur a t e l y a ppl i e d.

h. Ra i s e t he mor t g a ge l i mi t s f o r Se c t i on 221 ( d) ( 3 ) , a pr ogr a m ut i l i z e d b y
non- pr of i t a nd c oope r a t i ve s pons or s , t o e q u a l t he Se c t i on 2 2 0 mor t ga ge l i mi t s s o
t h a t n onp r of i t s , whi c h ope r a t e u nd e r t he s a me c o s t c ons t r a i nt s a s pr of i t - mot i va t e d
s p ons or s , wi l l n ot b e di s c r i mi na t e d a g a i n s t i n pr oduc i ng hous i ng i n hi gh c os t a r e a s .

PART B. NHC RECCKMENDATI ONS FOR FOUR- YEAR HOUSI NG
PRCGRAM TO MEET THE NEEDS OF ALL I NCCME GROUPS

1. GOAL:

The Na t i on a l Hous i ng Co nf e r e nc e r e a f f i r ms t he f a c t t h a t t h e r e s t i l l e xi s t s
a s e r i ous hou s i ng s hor t a ge f o r ma n y Ame r i c a ns . Th i s hou s i ng s hor t a ge pe r va de s our
c i t i e s a nd r ur a l a r e a s a nd i s a s e r i ous pr obl e m f o r a l l o f our c i t i z e n s , e xc e pt t he
ve r y we a l t hy. Be c a us e of t h e dr a s t i c r e duc t i on i n r e c e nt ye a r s of a l l t yp e s of
hous i ng pr oduc t i on, NEC i n a d di t i on t o i t s r e c omme nda t i ons f o r t he c u r r e n t ye a r
( i n Pa r t I I ) , f i nd s i t n e c e s s a r y t o s e t f or t h r e c o mme nda t i ons f o r a f ou r - ye a r
h ous i ng pr ogr a m whi c h s houl d be f ol l owe d b y t h e ne w AdVi ni s t r e t i on. Th i s pr ogr a m
s e t s f o r t h a f o ur - ye a r g o a l of pr od uc t i on o f 1 , 2 00 , 0 0 0- 1 uni t s a nn ua l l y of a s s i t e d
hous i ng. Ho we v e r , NHC wi s he s t o ma ke c l e a r t ha t 1 , 20 0, 0 00 un i t s o f a n nu a l a s s i s t e d
hou s i ng pr oduc t i on i s f a r l e s s t ha n t h e a c t ua l nu mb e r of uni t s ne e de d. NHC r e c og-
ni z e s , ho we ve r , t ha t i t i s pr a c t i c a l l y i mpos s i bl e t o r e a c h t h e pr od uc t i on o f
1 , 2 00 , 0 00 uni t s o f a s s i s t e d hous i ng pe r ye a r i mme di a t e l y. The r e f o r e , we a r e c a l l i ng
f o r 6 0 0 , 0 0 0 uni t s now a nd a move t o wa r ds a go a l o f 1 , 2 00 , 00 0 uni t s a nn ua l l y wi t hi n
4 ye a r s .

1 /
— NHC ha s s e t a g o a l of 1 , 2 0 0, 0 0 0 uni t s a nn ua l l y . Th i s i s a n a ppr oxi ma t e numbe r .

The a c t u a l n umbe r i s 1 , 240, 000. Fo r e a s e o f r e f e r e nc e , t he numbe r 1, 200, 000 i s
us e d i n mos t pl a c e s i n t h e Re s ol ut i ons . The a c t u a l n umbe r a s de s c r i be d he r e i n
i s 1 , 240, 000.
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I nc ome Gr oups To Be Se r ve d:

The f o ur i nc ome gr oups t o be s e r ved by t h i s new pr ogr a m i nc l ude :

- - t hos e of ve r y l ow i nc ome s whos e i nc ome s do not e xc e e d 50 % of t he me di a n;

- - t hos e of l ow i nc ome s whos e i nc ome s do not e xc e e d 8 0% of t he me di a n;

t hos e of mode r a t e i nc ome s whos e i nc ome s do not e xc e e d t he me di a n; a nd

t hos e o f mi ddl e i nc ome s whos e i nc c me s d o not e xc e e d 120% of t he me di a n.

2. HOUSI NG PROGRAMS TO BE UTI LI ZED:

The hous i ng pr ogr a ms t o be ut i l i z e d i n a c hi e vi ng NHC' s f our - ye a r pr ogr am
a r e s umma r i z e d i n t he t a bl e be l ow. The t a bl e a l s o i ndi c a t e s t he numbe r of uni t s
a s s i gne d f or pr oduc t i on t o e a c h pr ogr a m.

HOUSI NG PROGRAMS TO BE UTI LI ZED TO MEET NHC' S GOAL OF
1, 240, 000 ASSI STED HOUSI NG UNI TS ANNUALLY I N TI E NEXT FOUR YEARS

EMEDER

Annua l
Pr oduc t i on

of Uni t s

Ve r y Low
I nc ome Unde r

5 0 % Me di a n

Low I nc ome
5 0% t o 80%

Me di a n

Mode r a t e
I nc ome

80%t o 10 0%
Me di a n

Mi ddl e
I nc ome

100% t o 12 0%
Me di a n

Publ i c Hous i ng
a nd Se c t i on 8 520, 000 310, 000 210, 000

Se c t i on 236 200, 000 50, 000 75, 000 75, 000

Se c t i on 235 200, 000 75, 000 125, 000

Fa r me r s Home
( Rur a l ) 1 / 120, 000 25, 000 55, 0 0 0 40, 000

GNMA Pur c ha s e
of 6 % Mor t ga ge s 200, 000 200, 000

TOTALS 21, 240, 000 /— 385, 000 415, 000 240, 000 200, 000

1/
HUD e s t i ma t e s t ha t a bout 10% of a l l HUD pr ogr a ms s e r ve r ur a l a r e a s . The r e f or e ,
NHC' s pr ogr am woul d ma ke a bout 180, 000 uni t s a va i l a bl e f or r ur a l a r e a s a nnua l l y.

gi The a nnua l pr oduc t i on of uni t s of 1, 240, 000 i nc l ude s t he Se c t i on 2 0 2 pr ogr am t o
t he e xt e nt t ha t Se c t i on 8 a s s i s t a nc e i s ma de a va i l a bl e unde r t ha t pr ogr am. NHC
i s r e c omme ndi ng 50, 000 uni t s unde r t he Se c t i on 2 0 2 pr ogr a m.
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3. NEED FOR ECONOMI C MI X:

Und e r NHC' s r e c omme nde d pr o gr a m, a l l hous i ng s houl d a c hi e v e t he obj e c t i ve s
i n t he 197 4 Hou s i ng Ac t t h a t t he r e be a n e c onomi c mi x .

4. NEED FOR COORDI NATI ON WI TH CCMMUNI TY DEVELOPMENT PROGRAMS:

Al o ng wi t h t h e hous i ng pr oduc e d un de r t hi s pr ogr a m, t he r e s houl d be i ma gi na -
t i v e c oor di na t i on wi t h t he CD pr ogr a ms t o a s s u r e s ui t a bl e l i vi ng e nvi r onme nt s .

5. NEED FOR ASSI STANCE TO STATE HOUSI NG FI NANCE AGENCI ES:

NEC r e c omme nds i mme di a t e us e o f l e gi s l a t i on a ut hor i z i n g a Fe de r a l gua r a nt e e
o f b on ds i s s ue d b y St a t e hous i n g a g e nc i e s .

6. NEW BOLD PROGRAM TO PRESERVE EXI STI NG NEI GHBORHOODS AND TO ELI MI NATE
ABANDONED HOUSI NG:

NHC r e c omme nds a c ompr e he ns i ve pr ogr a m t o c oor di na t e a l l e f f or t s t o l a unc h
ne w pr ogr a ms t o pr e s e r ve e xi s t i ng hous i ng i n ne i bhbor hoods a n d t o e l i mi na t e t h e
wa s t e o f a ba ndone d hous i ng. Al l e xi s t i n g pr ogr a ms s ho ul d be us e d i n c l u di ng t h e us e
o f t he Se c t i on 3 1 2 Re ha bi l i t a t i on Loa n pr ogr a m. NEC r e c omme nds t hr e e ye a r s o f
a n n u a l a ppr o pr i a t i ons o f $1 50 , 0 00 , 00 0 e a c h ye a r .

7. PAYMENT OF FULL TAXES:

Al l s ubs i di z e d hou s i ng pr ogr a ms s houl d i nc l ude a de qu a t e s ubs i di e s t o e na bl e
pr oj e c t s r e c e i vi ng a s s i s t a nc e t o pa y f u l l l oc a l t a xe s . Whe n pa yme nt o f f u l l t a xe s
r e s ul t s i n pr oj e c t s no t b e i ng f e a s i b l e , a d di t i o na l s ubs i dy mo ne y s h oul d a ut oma t i c a l l y
b e ma de a va i l a bl e t o a l l ow t h e pr oj e c t s t o g o f or wa r d.

8. SOCI AL SERVI CES AND COUNSELLI NG NEEDED FOR EXI STI NG PROJ ECTS AND
SI NGLE FAMI LY HOUSI NG:

Re c e nt s t udi e s ha ve c onf i r me d t he f a c t t h a t pr ope r c o uns e l l i ng a n d s oc i a l
s e r vi c e s i n s ubs i di z e d h ous i ng pr oj e c t s dr a s t i c a l l y de c r e a s e t he c ha nc e o f f a i l ur e
o f s uc h pr oj e c t s . The r e f o r e a s pe c i a l f und s houl d b e a l l oc a t e d f o r e ve r y uni t f o r
pr e - oc c upa n c y c ouns e l l i ng. I n a d di t i o n , f u n d s s houl d be a va i l a bl e f o r o n- goi ng
s o c i a l s e r vi c e s on a n a nn ua l b a s i s . The s e f un d s s houl d b e pr ovi de d b y HUD f r o m a
s pe c i a l a l l oc a t i on o r , i f t h e y a r e i n c l ud e d i n t he c o s t of ope r a t i ng t he pr oj e c t ,
a dd i t i on a l ope r a t i ng s ubs i di e s s houl d be ma de a v a i l a bl e . HUD s houl d e s t a bl i s h a
f u l l y f unde d pr ogr a m of t r a i n i ng a n d s up por t t o hous i ng c o uns e l l i ng a g e nc i e s a t a n
a n n u a l f un di ng r a t e o f $ 1 0 mi l l i on.

9. COST OF HOUSI NG PROGRAMS TO BE UTI LI ZED:

The e s t i ma t e d a n n ua l a s s i s t a nc e c os t a f t e r i ni t i a l oc c upa nc y i s s umma r i z e d
f o r e a c h o f t he pr ogr a ms i n t h e t a b l e o n t h e f ol l owi ng pa ge .
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ESTI MATED ANNUAL ASSI STANCE COST OF
EACH YEAR' S HOUSI NG PROGRAM AFTER OCCUPANCY

CONVENTI ONAL PUBLI C HOUSI NG RENTAL AND SECTI ON 8 RENTAL:1 /

Ve r y l ow i nc o ne a n d l ow i n c o me :
$ 1, 53 3, 00 0, 0 00

SECTI ON 2 36 RENTAL: '

Mode r a t e i nc ome : 75 , 0 00 x $1 , 500/ Uni t 112, 5 00, 00 0

Low I nc ome : 75 , 0 00 x $2, 2 00/ Un i t 16 5, 000 , 000

Ve r y Low I n c ome : 5 0, 00 0 x $3, 600/ Uni t 180, 000, 000,

SECTI ON 235 HCNE OWNERS HI P : '

Low i n c ome : 75 , 0 00 x $2, 00 0/ Uni t

FARMERS HCNE AEMI NI STRATI ON PROGRAM:

Ve r y l ow i nc o me , l ow i nc ome a n d mode r a t e i n c o me :
90 , 0 00 home owne r s hi p x $1, 500/ uni t
3 0, 0 00 r e nt a l x $2, 0 00/ uni t

6 % I NTEREST RATE PRCGRAM FOR
HCME OWNERSHI P AND RENTAL:

$ 45 7, 5 00, 00 0

$ 1 50, 00 0, 000

135, 000, 0 00
60 , 00 0, 0 00

$ 19 5, 000 , 000

Mi ddl e i n c o me : 2 00 , 00 0 x $4 80/ uni t
$ 96, 000 , 00 0

T OT AL ' $ 2, 4 31, 500 , 00 0

1 /
Unde r e xi s t i nt l a w, t he t e r m " r e nt a l " i nc l ude s c oope r a t i ve own e r s hi p u nde r
Se c t i ons 8 a nd 236. Al l e s t i ma t e s of s ubs i dy c os t s ( i n c l udi ng ope r a t i ng a nd
r e nt a l s u bs i d i e s ) a r e ba s e d on a Na t i ona l a ve r a ge whi c h t a ke s i n t o a c c oun t
dr a ma t i c r e g i ona l va r i a nc e s .

2 /
Un de r e xi s t i nt l a w, t he t e r m " home owne r s hi p" i nc l ude s c oope r a t i ve owne r s hi p
un de r Se c t i o n 235.

1 / Se c t i on 3 1 2 Re ha bi l i t a t i on pr ogr a m i s r e c omme nde d f o r f u ndi ng o f $ 1 5 0 mi l l i on
pe r ye a r . Se e Ch a pt e r VI I I , Pa r t I I .
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PART I I - HOUSI NG AND COMMUNI TY DEVELOPMENT PROGRAMS FOR CURRENT YEAR

PART A. HOUSI NG

CHAFTER I . URGENT NERD TO I NCREASE HOUSI NG PRODUCTI ON TO MEET NEEDS AND TO
PRODUCE J 0-3S

1. I nt r oduc t i on.

The r e i s gr e a t ne e d f o r f e d e r a l a s s i s t a nc e t o s p u r t h e c ons t r uc t i on of
n e e de d hous i ng a n d t he r e by r e duc e une mpl oyme nt . Ho us i n g pr oduc t i on c ont i nu e s t o
f a l l f a r s h or t o f t he mi ni mum a nnu e l hou s i ng r e q ui r e me nt s , a n d t h e r e a r e gr owi n g
s hor t a ge s o f s t a nda r d hous i ng a f f or da b l e t o l o w a n d mi d dl e i nc ome pe opl e . The s o-
c a l l e d hous i ng r e c ove r y - - pa r t i c ul a r l y wi t h r e s pe c t t o mul t i f a mi l y pr oduc t i on - -
ha s gone f l a t a nd hous i ng c os t s c ont i n ue t h e i r i nf l a t i ona r y r i s e . I t i s e x t r e me l y
t i me l y f o r Pr e s i de n t Ca r t e r t o s e a r c h f o r e f f e c t i ve i ni t i a t i ve s t o f u r t h e r s t i mul a t e
t he s t a l l e d e c o nomi c r e c ov e r y h e h a s i nhe r i t e d.

The r e h a s b e e n a c ont i nue d na t i ona l u nd e r - p r o duc t i o n o f hou s i ng uni t s
r e l a t i ve t o ne e d , pa r t i c ul a r l y wi t h r e s pe c t t o l ow a nd mode r a t e i n c ome hous i ng.
NBC ur ge s a c c e l e r a t e d ut i l i z a t i on o f e xi s t i n g pr ogr a ms a nd de ve l opme nt o f ne w
i ni t i a t i ve s .

The r e i s a da nge r ous s oc i o- e c onomi c c ond i t i o n c r e a t e d b y hi gh c onc e n t r a -
t i o ns o f une mpl oye d pe r s ons , whi c h b e a r s upon pos s i bl e s ol ut i ons t o i n a de qua t e
hous i n g c ond i t i ons i n o l d e r c e nt r a l c i t i e s . La t e l a s t s umme r , nume r o us oc c ur r e nc e s
of va nda l i s m a n d vi ol e nc e b y ba nd s o f yout hs i n De t r oi t a nd Ne w Yor k a s s ume d mi n i -
r i ot pr opor t i ons . Su c h i n c i d e n t s , whi c h s e r ve a s gr a ve r e mi nde r s o f t h e f ul l - f l e dge d
r i ot s o f t he s i x t i e s , ha ve s e r i o us r e pe r c us s i ons . The y c r e a t e a n ur ba n e nvi r onme nt
whi c h de c r e a s e s t he de s i r a bi l i t y f o r r e s i de nt s i n s uc h a r e a s , o r t he l i ke l i h ood o f
r e v i t a l i z i ng t he m t h r o ug h r e ha bi l i t a t i on a nd oc c upa nc y o f e xi s t i ng va c a nt uni t s .
Th i s e nvi r onme nt e xa c e r ba t e s t he n e t out - mi gr a t i on f r om t he ol de r c i t i e s a nd d e -
c r e a s e s t h e i r ba s e a n d f i s c a l c a pa c i t y . An y c ons i de r a t i on o f f ut u r e ho us i ng p ol i c y
a n d pr ogr a ms f o r ol de r c e n t r a l c i t i e s wi l l ne e d t o a dd r e s s t h e hi gh une mpl oyme nt
pr obl e m i f t he hous i ng pr ogr a m i n t ho s e a r e a s i s t o b e s uc c e s s f ul .

2 . Ne e d t o Pr odu c e J obs

The na t i on a l une mpl oyme nt l e v e l i s a t a n una c c e pt a bl e r a t e . Ho we ve r , t he
une mpl oyme nt r a t e f o r wor ke r s i n t h e c o ns t r uc t i on i nd u s t r y i s e v e n wor s e . Whi l e
t h e une mpl oyme nt r a t e i s down f r o m t h e hi g h o f 1 8 . 1 pe r c e nt i n Oc t obe r 1975, t he
pr e s e nt r a t e s t i l l r e pr e s e nt s a s e r i ous u nd e r - ut i l i z a t i on o f t r a i ne d ma npowe r . At
t he s a me t i me , t h e ne e d f o r ho us i ng ha s ne v e r b e e n g r e a t e r , e s pe c i a l l y hous i ng t h a t
c a n be a f f or d e d b y t h e va s t ma j o r i t y of ou r c i t i z e ns .

3. Ne e d t o Pr od uc e Hous i ng

Pr i v a t e , n on- s ubs i d i z e d pr oduc t i on i s no t me e t i ng hou s i ng ne e ds . An nu a l
hous i ng ne e d s , a s e s t i ma t e d b y He nr y R. Sc he c h t e r , Di r e c t or o f Ur ba n Af f a i r s ,
AFL- CI O, a r e 2 . 5 mi l l i on uni t s f o r t he pe r i od 1977 - 1980.

The c ompone nt s o f t hi s e s t i ma t e d ne e d a r e a s f o l l ows :
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An n ua l Hou s i ng Ne e d s
1 9 77 - 1 98 0

An nu a l i nc r e a s e i n h ous e h ol ds 1 , 5 5 0, 0 00
Re pl a c e me nt o f l os s e s f r o m t h e s u ppl y 75 0, 00 0
Re pl a c e me nt of 3. 5 mi l l i on oc c up i e d, s ubs t a nda r d

un i t s , o ve r t e n- ye a r pe r i o d 3 5 0, 0 00
Add i t i ons f o r t h e va c a nc y " f l o a t " a nd a bs or pt i on

o f uni t s f o r s e a s o na l a nd s e c onda r y home s 1 50, 00 0

TOTAL ANNUAL b a s i c r e qui r e me nt 2 , 8 00 , 0 00
Le s s : Mo bi l e home s a dd e d 3 00 , 00 0

TOTAL NET r e gu l a r uni t a dd i t i on s ne e de d 2 , 50 0, 0 00

NHC ha s n e ve r r e c ogni z e d t h a t mob i l e home s a nd t r a i l e r s a r e a c c e pt a bl e
hous i ng. The 1 9 6 8 go a l o f 2 . 6 mi l l i on uni t s t o be pr oduc e d e a c h ye a r di d n o t i n -
c l ud e mobi l e home s . The r e f or e , t he ne e d doc ume nt e d a b ov e e a s i l y s uppor t s NHC' s
r e c omme nda t i ons t o a dhe r e t o t he 1 9 6 8 g o a l o f 2 . 6 mi l l i o n ne w un i t s a n n ua l l y , a n d
NHC' s ne w g o a l of 1 . 2 mi l l i on o f t hos e un i t s t o b e a s s i s t e d.

Re c e nt hous i ng pr oduc t i on l e ve l s c ompa r e d t o e s t i ma t e d ba s i c ne e ds s how a
s e r i o us s h or t f a l l i n me e t i ng t he ba s i c ne e ds . Th e 1973- 75 down t ur n i n hou s i ng wa s
t h e d e e pe s t a nd mos t pr ol onge d s i nc e Wor l d Wa r I I . To t a l a n nu a l h ous i ng s t a r t s
( pu bl i c a n d pr i va t e ) dr oppe d 5 1 pe r c e nt f r o m a hi g h o f 2 . 3 8 mi l l i on i n 1 9 7 2 t o
onl y 1 . 1 7 mi l l i on i n 1975. On l y 1 . 5 5 mi l l i on uni t s we r e s t a r t e d i n 1976. Th u s ,
1 9 7 6 - - wi t h a s h or t f a l l o f a bo u t 6 5 0, 0 0 0 uni t s be l ow ne e d s , wi l l ma r k t he t hi r d
c ons e c ut i ve ye a r o f pr oduc t i on de f i c i e nc y r e l a t i ve t o ne e ds . The de f i c i e nc i e s i n
1 9 7 4 a n d 1975 we r e a bout 7 50 , 00 0 a nd 9 0 0 , 00 0 r e s pe c t i ve l y. Th e t h r e e - y e a r c umul a t i ve
pr oduc t i on de f i c i e nc y i s a bou t 2 . 3 mi l l i on , a nd t hi s doe s n o t i n c l ude r e pl a c e me nt o f
oc c upi e d s ubs t a nda r d uni t s .

De mogr a p hi c da t a i ndi c a t e s i g ni f i c a nt a dd i t i on a l pot e nt i a l f o r ne w home
s a l e s . Be t we e n 1 9 7 0 a n d 1 97 4 , t he a ve r a ge a n n u a l i n c r e a s e i n t h e n umbe r o f hous e -
hol ds wi t h he a ds a g e d 2 5 - 4 4 ( a g e whe n mos t f a mi l i e s c on s i de r pur c ha s i ng a h o me ) wa s
63 2, 000 . Fo r 1 9 7 4 t o 19 8 0 , t he pr oj e c t e d c ompa r a bl e a n nu a l i nc r e a s e i s a r ou nd
870, 00 0.

Hou s i n g c ons t r uc t i o n s t a r t s i n r e nt a l - t ype s t r uc t ur e s o f f i v e o r mor e
un i t s h a s r e ma i ne d wi t hi n a n a n nu a l r a nge o f 2 0 0, 0 00 t o 3 00 , 0 00 uni t s du r i ng 1974 -
1 9 7 6 c ompa r e d wi t h a r a nge o f 800, 000 t o 900, 000 i n t h e ye a r s 1 9 7 1 t o 1973. Of

t ot a l hous i ng uni t s s t a r t e d , t h e pr opor t i on a t t r i b ut a bl e t o mul t i f a mi l y s t a r t s ha s
dr oppe d s i gni f i c a nt l y i n t he l a s t t wo ye a r s . Be t we e n 1 9 6 9 a n d 1973, be t we e n 38- 39
pe r c e nt o f a l l uni t s s t a r t e d we r e mul t i f a mi l y ; i n 1975, l e s s t h a n 1 8 pe r c e nt we r e

mul t i f a mi l y. As t h e da t a s u gg e s t , t he gr e a t e s t pot e nt i a l f o r i nc r e a s e d pr oduc t i on
l i e s i n t he r e nt a l s e gme n t o f t h e ma r ke t .

Th e e xi s t i ng i nv e nt or y i s i na de qu a t e t o c oun t e r a c t t h e i nf l a t i o n i n ho us -
i n g pr i c e s a n d r e nt s whi c h i s c a us e d b y s hor t f a l l s i n pr oduc t i on a n d i nc r e a s i ng
de ma nd. Th e me di a n pr i c e o f e x i s t i n g home s s ol d i n Nov e mbe r 1 9 7 6 i nc r e a s e d 9%i n

' a ye a r . Re nt s a r e go i n g u p a t 6 % pe r ye a r . Fo r ne w h ome s , t h e me d i a n pr i c e i n
Nov e mb e r , 1 9 7 6 , $ 46 , 1 0 0, wa s 1 2 % mo r e t h a n a y e a r a g o , r e f l e c t i ng l o c a l s hor t a ge s
a s we l l a s i nc r e a s e s i n c ompone nt c os t s .

86- 085 0 - 77 - pt . 3 - 16
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Ma n y l ow a n d mode r a t e - i nc ome ho us e hol ds , who c a nn ot b u y or r e nt a t c ur r e n t
pr i c e l e ve l s , a r e doubl i ng u p, c a us i ng ove r c r owdi ng a nd e xc e s s i ve we a r a n d t e a r o f
t h e e xi s t i ng hous i ng s t oc k.

I n or de r t o s t o p a d di ng t o t h e c umul a t i ve pr oduc t i on de f i c i e nc y a n d t o
r e pl a c e one- t e nt h o f t he oc c upi e d s ubs t a nda r d uni t e a ye a r , 2 . 8 mi l l i o n s t a nda r d
uni t s mu s t b e a d d e d i n e a c h of t h e f o u r ye a r s 1 9 7 7- CO. Eve r y e f f o r t s houl d b e ma de
t o i mpr o ve s ubs t a nda r d uni t s t hr oug h r e ha bi l i t a t i on.

CHAP1ER I I . OPERATI ON PUSH- OUT TO ACHI EVE PROMPT STARTS ON THOUSANDS OF UNI TS OF
ASSI STED HOUSI NG I N HUD PI PELI NE WI TH AVAI LABLE FUNDS

At t he di r e c t i on of Pr e s i d e nt Ca r t e r , HUD Se c r e t a r y Ha r r i s a n d OMB Di r e c t or
La nc e , HUD c oul d g e t a qui c k s t a r t on c ons t r uc t i on i n 1977 o f t hous a nds of uni t s
of a s s i s t e d ho us i ng b y r e vi vi ng t h e Opr ! r at i on Pus h- Out Pr ogr a m whi c h wa s us e d
s uc c e s s f ul l y i n 1971. The s e ho us i ng pr oj e c t s a r e a l r e a dy i n t he HUD pi pe l i ne a n d
ha ve f un d s a va i l a b l e unde r a s s i s t e d pr ogr a ms . The r e i s a l on g- ne gl e c t e d ne e d f o r
t h i s hous i ng a mo n g f a mi l i e s o f l o we r a nd mode r a t e i n c o me s who wi l l be a bl e t o a f f or d
t he mo n t h l y c ha r ge s a c hi e ve d t hr ou gh f e d e r a l a s s i s t a nc e . The Se c r e t a r y of HUD l a s t
y e a r s e t a s a g oa l t he pr ompt pr oc e s s i ng o f 7 8 4 a pp l i c a t i ons f o r Se c t i on 2 3 6 pr oj e c t s .
The p r i or HUD Admi ni s t r a t i on be f or e l e a v i ng of f i c e a nno unc e d t h a t on l y a bout one - ha l f
o f i t s go a l s we r e me t . The s e uni t s woul d ha ve pr ovi de d t hou s a n ds o f f ul l - t i me j obs
f o r a y e a r or mor e a nd gr e a t l y i nc r e a s e na t i on a l p r oduc t i on a n d f e de r a l t a x r e ve nue s .

Ope r a t i on Pus h- Out c oul d pr ovi de e xpe di t i ous pr oc e s s i ng a n d c u t r e d t a pe on
pr oj e c t s i n t h e HUD pi pe l i ne . HUD s houl d gi ve t o p pr i or i t y t o ge t t i ng t he s e uni t s
un de r c ons t r uc t i on a t t h e e a r l i e s t pos s i bl e d a t e , wi t h a t a r g e t t ha t a l l o f t he m
s houl d s t a r t t h i s ye a r . Whi l e a d mi t t e dl y i ns ur a nc e c ompa n i e s a n d o t h e r pr i va t e
l e nde r s d o not ha ve s ome o f t h e pr oc e s s i ng r e qui r e me nt s o f a gov e r nme nt a ge n c y , i t
i s s i gni f i c a nt t ha t t h e y a r e a b l e t o i s s u e c ommi t me nt s a n d g e t ho us i ng s t a r t e d
wi t hi n a f e w mont hs . I n 1 9 71 , whe n HUD ut i l i z e d Ope r a t i on Pu s h- Out , t h e y we r e
a bl e t o g e t c ommi t me nt s i s s ue d qui c k l y a nd a c hi e ve a hi gh vol ume o f hous i ng s t a r t s
on mul t i f a mi l y pr oj e c t s . Thi s wi l l b e mor e r e a di l y a c h i e va b l e on t he pr oj e c t s whi c h
ha ve b e e n i n t he HUD pi pe l i ne f o r a l ong t i me a n d ne e d a n e xt r a pus h t o g e t c ons t r uc -
t i on s t a r t e d.

Hous i ng s t a r t t a r ge t s s houl d b e e s t a bl i s he d f o r e v e r y pr oj e c t i n t he pi pe l i ne ,
wi t h we e kl y pr ogr e s s r e por t s r e qui r e d on t he m. Spe c i a l t a s k f o r c e s s houl d b e s e nt
f r o m Wa s hi ngt on t o HUD of f i c e s t o a s s u r e t h a t t he s e t a r ge t s a r e me t . The r e s houl d
b e r e a s s i gnme nt s a n d a d di t i on s t o t h e p r oduc t i on s t a f f t o g e t t h e j ob done . Some
of t h e e xpe r i e nc e d p e r s o nne l who ha ve r e t i r e d s houl d be c a l l e d b a c k i n t o s e r vi c e
dur i ng t hi s c r i t i c a l pe r i od. Congr e s s s houl d pr o mpt l y a pp r opr i a t e a d di t i on a l f u nd s
t o e xpa nd HUD' s pr oduc t i on s t a f f t o p us h hous i ng s t a r t s .

Ope r a t i on Pu s h- Ou t i s t h e f a s t e s t wa y t o g e t a qui c k s t a r t o f c ons t r uc t i on on
t he uni t s i n t he HUD pi pe l i ne wi t h a va i l a b l e f un d s un de r a s s i s t e d pr ogr a ms . The
ne w Se c r e t a r y o f HUD s houl d s e t f i r m go a l s f o r a c hi e v i ng pr oduc t i on o f s uc h hous i ng.
Ope r a t i on Pus h- Out wi l l h e l p a c hi e v e t he s e go a l s .

The f ol l owi ng s pe c i f i c a c hi e v e me n t s a r e pos s i bl e un de r OPERATI ON PUSH- OUT:
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Publ i c Hous i ng. Exc l u s i ve of I ndi a n hous i ng t he r e a r e a t o t a l o f 5 6, 00 0
u ni t s i n pr oj e c t s wi t h pr e - J a nu a r y 1973 bon a - f i de c ommi t me nt s t h a t ha ve n ot b e e n
s t a r t e d, i nc l ud i ng 4 1 , 0 0 0 uni t s t h a t a l r e a dy ha ve b e e n f unde d.

OPERATI ON PUSH- OUT c oul d s t a r t a b out 30 , 00 0 i n s t e a d o f 1 0 , 0 0 0 publ i c hous -
i n g u ni t s i n 1977 f o r a n e t i n c r e a s e o f 20, 000.

Co nt r a c t a u t h or i t y f o r Fi s c a l Ye a r 1977 i s s uf f i c i e nt t o pl a c e t he 2 0, 000
uni t s und e r c o mmi t me n t , i nc l ud i n g 6 , 0 0 0 f o r I n di a n s a nd 1 4 , 0 0 0 f o r ot he r s . To
a c h i e ve t hi s r e s ul t , HUD s houl d r e i ns t i t ut e t h e r e gul a t i o ns a n d pr oc e dur e s i n f or c e
a t t h e t i me i mme di a t e l y pr i or t o t h e mor a t or i um o f J a nua r y 1973. HUD s houl d not
di s c our a ge a n y o f t he publ i c ho us i ng pr ogr a ms whi c h we r e i n ope r a t i on p r i or t o t he
J a nua r y 1973 mor a t o r i um.

Se c t i o n 8. Th i s pr ogr a m pr ovi de s hous i ng a s s i s t a n c e pa yme nt s f o r l o w- a nd
mod e r a t e - i nc ome t e na n t s i n pr oj e c t s t h a t a r e f i n a nc e d un de r ot he r mor t ga ge i ns u r a nc e
o r mor t ga ge l o a n pr ogr a ms . Cont r a c t s f o r a s s i s t a nc e pa yme nt s wi t h r e s pe c t t o pr i -
va t e l y owne d ne w c o ns t r uc t i on o r s u bs t a nt i a l l y r e ha bi l i t a t e d pr oj e c t s ma y n ot e xc e e d
2 0 ye a r s . ( I t ma y be u p t o 4 0 ye a r s f o r pr oj e c t s u n d e r St a t e o r l o c a l publ i c a g e nc y
p r og r a ms . ) Ho we ve r , 4 0 y e a r f i na nc i ng i s r e qui r e d i n or de r t o ha ve ma r k e t ( i . e . ,
pr e - s u b s i d y ) r e nt s t h a t d o no t e xc e e d e s t a bl i s he d Fa i r Ma r k e t Re n t s , b ut pr i va t e
l e n de r s a r e r e l uc t a nt t o ma ke l oa n s f o r 40 ye a r s whe n a s s i s t a nc e c on t r a c t s a r e
l i mi t e d t o 2 0 ye a r s . I t i s a l s o di f f i c ul t t o ke e p ma r ke t r e nt s be l o w Fa i r Ma r k e t
Re nt s , b a s e d o n r e nt s f o r c ompa r a bl e uni t s i n t h e l o c a l i t y , wi t h 9 t o 9- 1/ 2 pe r c e nt
mor t ga ge i nt e r e s t r a t e f i na n c i ng. Fo r t ha t r e a s o n t he ne w c ons t r uc t i o n pa r t o f t h e
Se c t i on 8 pr ogr a m i s l a r ge l y de pe nde nt upon ( 1 ) St a t e hous i ng f i n a n c e a g e n c y pr o-
gr a ms whi c h ha ve t a x- e xe mpt f i na n c i ng wi t h l owe r i n t e r e s t r a t e s t h a n pr i va t e
mo r t ga ge s , a s we l l a s 4 0 y e a r a s s i s t a n c e pa yme nt c on t r a c t s ; a nd ( 2 ) FBA- i ns ur e d
mor t ga ge l oa ns t o pr i va t e de ve l ope r s be a r i ng a 7 - 1 / 2 pe r c e nt i n t e r e s t r a t e pr ovi de d
b y GNMA un de r t he Br ooke - Cr a ns t on Ac t a s pa r t o f t he " t a n de m pl a n" ope r a t i on.

As of Oc t obe r 2 9 , 19 7 6 , t he e s t i ma t e d Se c t i on 8 f un d r e s e r va t i ons , ne w
c ons t r uc t i on, we r e :

St a t e - a ge n c y r e l a t e d 5 9 , 0 00
Pr i va t e 10 5, 00 0

1 6 4 , 0 0 0

Se c t i on 8 s t a r t s t hr oug h Oc t obe r 2 9 , 1 97 6 we r e a b o u t 24 , 0 00 o r a bout 2 , 5 0 0
pe r mont h . By us i ng OPERATI ON PUSH- OUT, a n d s i mpl i f yi ng t he p r oc e s s i ng, Se c t i o n 8
s t a r t s c oul d b e s t e ppe d u p t o 5 , 0 00 - 6 , 0 00 uni t s p e r mon t h i n 1977. Thi s woul d r e -
s u l t i n a ppr oxi ma t e l y 35 , 00 0 a d di t i on a l s t a r t s i n 1977.

Se c t i on 202. Ab o u t 9 , 0 0 0 un i t s o f Se c t i on 8 a r e t o b e f i na n c e d wi t h Se c -
t i o n 2 0 2 di r e c t l oa ns . Ab o u t 2 5 , 0 0 0 uni t s ha ve pr e l i mi na r y Se c t i o n 2 0 2 l o a n r e s e r -
va t i ons . The r e i s a l a c k o f a de f i ni t i ve or ga ni z a t i o n a n d pr oc e dur e t o pr oc e s s
Se c t i on 2 0 2 pr oj e c t a ppl i c a t i on s . I f t h i s c oul d b e r e c t i f i e d pe r ha ps 1 0, 0 00 t o
15 , 0 00 mor e un i t s mi ght b e s t a r t e d i n 1977.

Se c t i on 236. The r e a r e s t i l l pr oj e c t s wi t h 2 3, 0 0 0 un i t s wi t h bona - f i de ,
pr e - J a nua r y 1973 Se c t i on 2 3 6 ( r e n t a l hous i ng a s s i s t a n c e ) c o mmi t me nt s , i n c l u di ng
16 , 0 00 t h a t ha ve b e e n f unde d. Av a i l a bl e da t a s ug ge s t a n a nn ua l s t a r t s r a t e o f 5
t o 6 t hous a nd. Wi t h a wi l l i ngne s s t o pus h f o r s t a r t s , i t mi g ht b e pos s i bl e t o g e t
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1 5 , 0 0 0 t o 1 6 , 0 0 0 uni t s t a r t s i n 1 9 7 7 , f o r a ne t ga i n o f 1 0 , 0 0 0 uni t s . The r e a r e
ma ny pr oj e c t s whi c h c a nnot be s t a r t e d be c a us e c os t s ha ve e s c a l a t e d s i nc e t h e pr o -
j e c t a pp l i c a t i o ns we r e f i l e d s e ve r a l y e a r s a g o. I f HUD woul d p e r mi t a me n dme nt s o f
de ve l op me nt c o s t c e i l i ng s t o r e c ogni z e t h e c o s t i nc r e a s e s , s uc h pr oj e c t s c oul d be
s t a r t e d.

Se c t i on 235. Wi t h i nt e r e s t r a t e r e duc t i o n t o t h e a l l o we d 1 % a n d a r e t ur n
t o t h e s t a t ut o r y r e qui r e d down pa yme nt s , t h e pr ogr a m c ou l d a c hi e ve s ubs t a nt i a l l y
mo r e p r oduc t i on t h a n pr oj e c t e d b y f o r me r Se c r e t a r y Hi l l s . We pr oj e c t a n i nc r e a s e
of 1 0 0 , 0 0 0 s t a r t s i n 1 9 77 , i f OPERATI ON PUSH- OUT woul d b e ut i l i z e d.

Fa r me r s Home Ad mi ni s t r a t i o n Se c t i o n 5 0 2 I nt e r e s t - Cr e di t Loa ns . A s ub s t a n -
t i a l a mo u nt of a ut hor i z e d f u n ds ha s not b e e n us e d. The a l l oc a t i on f o r s ubs i di z e d
hous i n g l oa ns f o r f i s c a l 1 9 7 7 i s $ 9 3 0 mi l l i on f o r ne w c on s t r uc t i on a nd $ 6 2 0 mi l l i on
f o r e xi s t i ng hous i ng. Tha t woul d s u ppo r t r ou ghl y 4 0 , 0 0 0 ne w ho me s a nd 2 5 , 0 00 e xi s t -
i n g home pur c ha s e s . By s hi f t i ng $ 4 0 0 mi l l i o n mor e f r om e xi s t i ng t o ne w ho me a l l o -
c a t i on a nd by i mpl e me nt i ng OPERATI ON PUSH- OUT a n a dd i t i o na l 1 5 , 0 0 0 ne w hous i ng
u ni t s c oul d b e s t a r t e d.

To s umma r i z e , t h e e s t i ma t e d pos s i bl e ne t i n c r e a s e s i n s u bs i di z e d hous i ng
c on s t r uc t i on , i f a p pr o pr i a t e a c t i on s a r e pur s ue d , woul d b e a s f o l l o ws :

Pub l i c Hous i n g 2 0 , 0 0 0
Se c t i o n 8 3 5 , 0 00
Se c t i on 2 0 2 1 5 , 0 0 0
Se c t i o n 2 3 6 1 0 , 0 0 0
Se c t i o n 23 5 10 0 , 0 0 0
Se c t i on 5 0 2 1 5 , 0 0 0

1 95 , 0 00

CHAPTER I I I . LMMEDI ATE REQUEST OF PRESI DENT CARTER AND SECRETARY HARRI S FOR
CONGRESSI ONAL ACTI ON TO I NCREASE AND ACCELERATE EXI STI NG
HCUSI NG PROGRAMS

The f o l l o wi n g ho us i ng pr ogr a ms ha ve pr ove d e f f e c t i ve a nd i mp or t a n t i n s t i mu l a t -
i n g n e e de d hous i ng pr oduc t i o n a nd c r e a t i n g j obs . NBC ur ge s t h a t Pr e s i de n t Ca r t e r
a nd Se c r e t a r y Ha r r i s ma k e t he f ol l o wi ng r e que s t t o Congr e s s f o r s pe c i a l Congr e s s i ona l
a c t i on t o a c t i v a t e a n d i nc r e a s e t h e e xi s t i ng p r og r a ms :

a . Add i t i o na l Au t ho r i z a t i o ns a nd Ot he r Fun ds f o r t he Publ i c Hou s i ng
a n d Tu r n ke y Pr ogr ar r s

We r e c omme nd t h a t $ 3 0 0 mi l l i o n i n a n n u a l c o nt r i bu t i on a u t ho r i t y b e ma d e
a va i l a bl e f o r t h e de ve l opme nt o f t r a d i t i o na l publ i c h ou s i n g, i nc l udi ng t ur n ke y pr o -
j e c t s . Th i s s houl d pr ovi de a t l e a s t 1 20 , 00 0 a d di t i on a l uni t s o f s uc h hous i ng f o r
f a mi l i e s o f ve r y l ow a nd l ow i n c o me . The r e i s a pa r t i c ul a r l y ur ge nt ne e d f o r a
l a r ge nu mb e r o f t he s e publ i c ho us i ng un i t s f o r t h e e l d e r l y u nd e r t h e t ur n ke y pr ogr a m.

Be s i de s t he me a s ur e s t a k e n i n t h e 1 9 7 4 Hous i n g Ac t t o i nc r e a s e i n c ome
f r om publ i c h ou s i n g, i t mu s t b e r e c ogni z e d t h a t a n a d e qu a t e c ont i n ui ng a moun t o f o p -
e r a t i ng s ubs i di e s i s ne c e s s a r y f o r t he pr ope r ope r a t i on a n d ma i n t e n a nc e o f publ i c
hous i ng. The Fi s c a l Ye a r 1 9 7 8 bu dg e t f o r o pe r a t i ng s u bs i d i e s i n publ i c h ous i ng
s houl d be $ 7 0 0 mi l l i on .
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b . The Se c t i o n 2 3 5 pr ogr a m s houl d b e e xt e nde d b y l e gi s l a t i on, f o r t wo mor e
ye a r s t o Se p t e mb e r 197 9. Pr e s e nt f u nd s woul d s upp or t 25 0 , 0 0 0 uni t s bu t onl y a n e s -
t i ma t e d 5 0 , 0 0 0 wi l l b e s t a r t e d i n f i s c a l y e a r 1977. Wi t h pr ogr a m mome nt u m a n d i n -

c r e a s e d pr oc e s s i ng c a pa c i t y a t HUD, i t mi g h t b e pos s i bl e t o a c c e l e r a t e s t a r t s i n f i s -
c a l ye a r 1977 a n d a c h i e ve mu c h hi g h e r l e ve l s i n f i s c a l ye a r s 1 9 7 8 a nd 1979. Mor t ga ge

l i mi t s s houl d b e i nc r e a s e d t o ma ke t h e pr ogr a m f e a s i bl e i n hi gh e r c os t a r e a s .

c . Ad d i t i o n a l Fu nd i ng f o r As s i s t e d Pr i va t e Ho us i ng Un d e r Se c t i on 236.

The Se c t i on 2 3 6 pr ogr a m s houl d be e xt e nd e d , b y l e gi s l a t i on, f o r t wo mor e
ye a r s t o Se p t e mb e r 1979. The r e s houl d b e $ 4 2 7 mi l l i o n a s c on t r a c t a ut hor i t y . Th i s
s ho ul d pr ovi de 20 0 , 0 00 a dd i t i on a l uni t s o f mul t i f a mi l y hous i ng.

The 1 9 7 4 Hou s i n g Ac t i mpr o ve d t h e Se c t i on 2 3 6 pr ogr a m. The f i n a n c i a l di f -
f i c ul t i e s of s ome e xi s t i ng 2 3 6 pr oj e c t s r e s ul t e d f r o m unf o r e s e e n i nf l a t i on a nd e n e r -
gy c os t i n c r e a s e s a n d n ot f r o m mi s ma na ge me n t o r mi s c a l c ul a t i on. HUD s houl d t a ke n e -
c e s s a r y a n d t i me l y a c t i o ns on r e nt i n c r e a s e s , ope r a t i ng s ubs i di e s a nd ot he r ma t t e r s
t o a s s ur e t h e c ont i nue d vi a bi l i t y o f t h e pr oj e c t s . Se c t i on 2 3 6 a dmi s s i o n l i mi t s
s ho ul d be r a i s e d s o t h a t n e e d y f a mi l i e s - - who d o not qua l i f y u nde r c u r r e nt , t o o-
r e s t r i c t i ve i nc o me l i mi t s - - c a n oc c upy un i t s a nd ge t a pa r t i a l s ubs i dy. The 1 97 4
Hous i ng Ac t r e qui r e s pr oj e c t s t o s e r ve a r e a s on a bl e r a nge of i nc o me g r ou p s , i n c l u d-
i n g l o w a n d mode r a t e i nc ome f a mi l i e s . Th i s woul d s e r ve t o de c r e a s e t h e t o t a l s ub s i dy
p e r uni t .

The pr ogr a m o f ope r a t i ng s ubs i di e s f o r Se c t i o n 2 3 6 pr oj e c t s wi t h ma j o r i n -
c r e a s e s i n ut i l i t y c os t s , a s a ut ho r i z e d b y t h e Ho us i n g Ac t o f 1 9 7 4 , s h oul d be a me n de d
t o e l i mi na t e a l l r e s t r i c t i ons e xc e p t t h e b a s i c r e qui r e me nt t h a t a l l t e na nt s mus t pa y
no t l e s s t h a n 2 5 % of ' n e t i n c o me a s de f i ne d b y HUD. Thi s ope r a t i ng s ub s i d y pr ogr a m
s houl d t he n be i mp l e me nt e d f o r a l l Se c t i on 2 3 6 pr oj e c t s . Thi s a me nd me nt i s ne e de d
be c a u s e t he ope r a t i ng s ubs i dy pr ogr a m a s now a ut hor i z e d i s a dmi ni s t r a t i v e l y unwor k-
a b l e b e c a us e o f c onf l i c t i ng l i mi t a t i ons .

d. Ap pr op r i a t e a n d r e l e a s e $ 2 bi l l i on o f t he $ 5 bi l l i on i n GNMA Ta nde m
Pl a n f u n ds a l r e a d y a ut hor i z e d b y Con gr e s s b u t not a pp r opr i a t e d. The s e f u nd s c oul d
be di vi de d be t we e n mul t i f a mi l y a nd s i n gl e f a mi l y mor t g a ge s . I f $ 2 bi l l i o n we r e us e d
f o r mul t i f a mi l y ho us i ng , i t woul d s upp or t a b o u t 8 0 , 0 0 0 mo r e un i t s , whi c h woul d pr o-
b a bl y a l l b e s t a r t e d i n f i s c a l y e a r 1979. Th i s pr ogr a m i s ne e de d.

CHAPTER I V. SECTI ON 8 PROGRAM SHOULD BE MODI FI ED.

I f t h e Se c t i on 8 pr ogr a m i s t o pr ovi de a de q ua t e pr oduc t i on o f a s s i s t e d h ou s i ng,
t he Ad mi ni s t r a t i on a n d Con gr e s s s h oul d i mme di a t e l y e na c t a n d i mpl e me nt t h e f ol l owi n g
modi f i c a t i o ns i n or d e r t o a c hi e ve a s i g ni f i c a n t vol ume un de r t he Se c t i o n 8 p r ogr a m:

a . Conc ur r e nt Pr oc e s s i n g

Se c t i o n 8 pr oj e c t s whi c h wi l l i nc l ud e a n y f o r m o f FBA i ns ur a nc e oug ht

t o b e g i ve n c onc u r r e nt pr oc e s s i ng s o t h a t t h e Se c t i o n 8 c on t r a c t a n d t h e i ns ur a n c e

a p pr o v a l a r e i s s ue d a t t h e s a me t i me . I n t h e c a s e o f Se c t i o n 8 pr o j e c t s , a l l pr e -

l i mi na r y pr oc e s s i ng f e e s f o r FHA i ns u r a nc e s houl d be wa i ve d.

b. Ne w Al l oc a t i on Sys t e m

Th e s ys t e m f o r a l l oc a t i on of Se c t i on 8 uni t s s houl d b e a l t e r e d. Ea c h

HUD f i e l d of f i c e s houl d b e g i v e n a n a l l oc a t i o n o f uni t s . I t t h e n s houl d e s t a bl i s h
a t i me f r a me f o r r e c e i pt o f a ppl i c a t i ons f r o m t h r ou gh o ut t h e j ur i s di c t i on. Pr i or i -
t i e s f o r a p pr ov a l s houl d i nc l ude f a c t o r s s uc h a s : ( 1 ) po t e nt i a l f o r e a r l y pr o j e c t
s t a r t ( e . g . , s i t e a va i l a b i l i t y , n o i nf r a - s t r uc t ur e pr ob l e m, pr o pe r z on i n g) ; ( 2 ) c o n-
f or mi t y t o l o c a l Hous i ng As s i s t a nc e Pl a n ; ( 3 ) r e b ui l di n g o f u r ba n r e n e wa l o r
c ommuni t y de ve l op me nt a r e a ; a n d ( 4 ) de gr e e t o whi c h pr o j e c t c o nt r i but e s t o
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di ve r s i f i c a t i on o f t h e hous i n g s u ppl y f o r mi nor i t y gr oups . Pr oj e c t a ppl i c a t i ons
n ot a p pr ov e d i n t h e f i r s t r ound s houl d b e he l d a nd p r e l i mi na r y pr oc e s s i ng s t a r t e d
s o t h a t t h e y mi gh t b e s ubs t i t ut e d i f a n y f i r s t r ound c h oi c e s c a nno t move a h e a d
e xpe di t i ous l y.

c . I nc r e a s e s i n Cont r a c t Re n t s

1111C r e c omme nds t ha t Se c t i on 8 80 . 2 0 9 ( b ) b e r e vi s e d s o t h a t r e que s t s f o r
i n c r e a s e s i n c on t r a c t r e n t s pr i or t o Fi n a l Pr o po s a l a pp r o va l o r Ar c hi t e c t ' s Ce r t i f i -
c a t i on be pe r mi t t e d t o a ma xi mu m o f Fa i r Ma r ke t Re nt s i n e f f e c t a t t h e t i me of t he
r e que s t .

HUD' s De c e mb e r 3 0 , 1 9 7 6 pr opos e d r e gul a t i ons do l i be r a l i z e t h e pr o-
v i s i o n f o r i nc r e a s e s i n c ont r a c t r e n t s b u t l i mi t t h e i nc r e a s e t o t he Fa i r Ma r ke t
Re n t i n e f f e c t a t t h e t i me o f s ubmi s s i o n of t he pr e l i mi na r y pr o pos a l e ve n t hou gh
t he r e ma y be a t i me di f f e r e nc e o f t we l v e mo nt hs be t we e n s u bmi s s i on a nd f i n a l a pp r ova l .
NBC ur g e s HUD i n i t s f i n a l r e gul a t i ons t o l i mi t t h e ma xi mum i nc r e a s e i n c ont r a c t
r e nt s t o t h e FMRs t ha t e x i s t a t t h e t i me o f , t he r e que s t .

Th e pr opos e d r e gul a t i o ns a l s o s t i pul a t e t h a t r e nt i nc r e a s e s be gr a nt e d
on l y o n t h e c ondi t i ons t h a t t h e i nc r e a s e d r e nt s a r e due t o f a c t or s be yon d t he
owne r ' s c on t r o l a n d t h a t r e nt s we r e n o t a de c i di ng f a c t o r i n t h e pr opos a l ' s s e l e c -
t i on. I f t h e f a c t or s c a us i ng t h e r e nt i n c r e a s e we r e be yo nd t h e owne r ' s c o nt r ol ,
t h e n t h i s woul d a pp l y a c r o s s t h e b oa r d t o a l l a p pl i c a n t s s o t h a t t h e " n o t a de c i di ng
f a c t o r " t e s t ne e d n ot b e a ppl i e d. -

d . Se c t i o n 8 Pr oc e s s i ng

HUD de l a ys i n pr oc e s s i ng pr opos a l s a r e r e s ul t i ng i n unr e i mbur s e d c os t
i nc r e a s e s t o s po ns or s , pa r t i c ul a r l y s pons or s pr opos i ng us e o f FHA i n s ur a n c e . As a
pa r t i a l s o l ut i on t o t h i s pr ob l e m, RHO r e c o mme nds t h a t a t t h e t i me HUD a d ve r t i s e s
f o r Se c t i on 8 pr o pos a l s , HUD i de nt i f y i t s t i me s c he du l e f o r t h e va r i ou s pr oc e s s i ng
s t a ge s .

NHC r e c omme nds t he opt i on o f a " s i n gl e t r a c k pr oc e s s i ng s ys t e m" wh e n
FBA i ns ur a n c e i s i nvo l ve d . Pr oc e s s i ng s houl d b e s e t u p whe r e by s po ns or s c o ul d o b-
t a i n a c ondi t i on a l c ommi t me n t f o r FHA- i ns ur e d mor t ga ge s s i mu l t a n e ou s l y wi t h Se c t i o n
8 pr e l i mi na r y pr o pos a l a ppr ova l . Al t h ou g h t h i s me t ho d i s t he or e t i c a l l y pe r mi t t e d
b y t he Ha ndb oo k, i t ha s no t wor ke d i n pr a c t i c e .

e . FBA I n s ur e d Se c t i o n 8 Pr oj e c t s

NEC r e c omme nds t h e f ol l o wi ng c h a ng e s i n t h e Se c t i on 8 r e gu l a t i ons
r e l a t i ng t o Se c t i o n 8 pr oj e c t s wi t h FBA i ns u r e d mo r t g a g e s :

( 1 ) Tha t Se c t i o n 8 8 0 . 2 0 7 ( c ) b e r e vi s e d s o t h a t wh e n a s p ons or h a s
. 11. . . cei ved Se c t i on 8 uni t r e s e r va t i ons a n d he a p pl i e s f o r a FHA i ns u r e d mor t g a g e , t h e
r e nt s u nd e r t he i n s u r e d mo r t g a ge pr ogr a m s h a l l a ut o ma t i c a l l y be t he s a me a s t h e
c ont r a c t r e nt s a ppr ove d i n t he Se c t i on 8 p r opo s a l ; a n d

( 2 ) Tha t Se c t i on 8 8 0 . 11 0 b e c l a r i f i e d s o t h a t t h e a u t o ma t i c a nn u a l
r e n t a dj us t me n t f o r t he Se c t i on 8 pr ogr a m s upe r s e de a n y a n d a l l r e n t i n c r e a s e r e -
qui r e me nt s a t t r i b ut a b l e t o a n y FBA i n s u r e d mor t ga ge pr ogr a m.
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f . Re nt Compa r a bi l i t y Te s t

De s pi t e HUD' s r e c e nt r e vi s i on o f a d j u s t me n t f a c t or s t o t h e me t hod o f
de t e r mi ni ng c ompa r a bl e s f o r Se c t i o n 8 u ni t s , t h e ma r k e t c ompa r a bl e t e s t r e ma i ns a
ma j o r hi ndr a nc e t o t h e pr odu c t i on o f Se c t i o n 8 hous i ng. The i n f l a t i on e xpe r i e nc e d
b y t he hous i ng i ndu s t r y o ve r t h e l a s t s e v e r a l ye a r s c ombi ne d wi t h a ma r ke t s i t ua t i o n
whi c h h a s k e p t a n a r t i f i c i a l c e i l i n g on e xi s t i ng r e nt s p r oduc e s c ompa r a b l e s whi c h
a r e unr e a l i s t i c .

NHC r e c omme nds t h e e l i mi n a t i on o f t h e c ompa r a bl e r e qui r e me nt a n d
e mpowe r i ng HUD Ar e a Of f i c e Di r e c t or s wi t h t h e di s c r e t i on t o de t e r mi ne r e a s ona bl e
r e nt s t a ki n g i n t o a c c o un t t h e de ve l op e r ' s c os t s a nd ne e d f o r a r e a s ona bl e pr of i t .
Th i s pr a c t i c e i s now f ol l owe d b y s t a t e h ous i n g f i na n c e a ge n c i e s .

g . Se c t i on 8 Fi na n c i ng.

I n de s i g ni ng Se c t i on 8, HUD s ought t o s e pa r a t e f e de r a l l y a s s ur e d
f i n a nc i n g f r o m t h e s ubs i dy me c ha n i s m, l o ok i n g t o t he c o nve n t i ona l ma r k e t t o b e a r
t h e f i na nc i n g l oa d a nd r i s k. Th i s di vor c e o f f i na nc i n g a n d s ubs i dy h a s s i mp l y no t
wor ke d a nd h a s pr ove n t h e p r i nc i pa l obs t a c l e t o ma ki ng Se c t i on 8 wor k. Th e f i na nc i a l
c ommuni t y ' s f e a r of va c a nt Se c t i on 8 u ni t s a nd u nne c e s s a r y r i s ks h a v e ma de i t c o n-
t i n u a l l y di f f i c ul t f o r de ve l ope r s t o s e c ur e c o nve nt i ona l f i na nc i n g f o r t h e i r pr o-
j e c t s a n d publ i c hous i ng a g e nc i e s t o ma r ke t Se c t i on 8 bo nds . Th e f ol l o wi n g c ha nge s
a r e ne e de d t o c or r e c t t h i s s e r i ous d e f e c t :

( 1 ) As s u r a n c e o f Ca s h Fl ow

NHC r e c omme nds f e d e r a l a s s u r a nc e o f c a s h f l o w i n t he a mo un t o f a
u ni t ' s d e bt s e r vi c e f o r t h e c on t r a c t pe r i od ( 2 0 o r 4 0 ye a r s ) , f o r Se c t i o n 8 ne w c o n-
s t r u c t i on a nd s u bs t a nt i a l r e ha bi l i t a t i on pr oj e c t s whe t h e r publ i c l y o r pr i va t e l y
f i n a nc e d.

Un de r t h i s pr opos e d s t a t ut or y c h a n ge , HUD' s a wa r d o f Se c t i o n 8
f u nd i ng woul d a ut oma t i c a l l y b e a c c o mpa ni e d b y t h e c a s h f l o w gua r a nt e e . Ho we ve r ,
s uc h gua r a nt e e woul d no t be a bs ol ut e ; a n owne r woul d b e r e qui r e d t o ke e p t he uni t s
i n d e c e n t , s a f e a n d s a n i t a r y c ond i t i o n a n d woul d ha ve t o ma k e good f a i t h e f f or t s t o
r e nt va c a nt uni t s .

( 2 ) Fe d e r a l Ba c k up o f LHA Bor r owi ng Un de r Se c t i on 4

I n a d di t i on , NEC r e c omme nds ut i l i z i ng Se c t i o n 4 o f t h e U. S. Hous i ng
Ac t o f 1937 a s a Se c t i o n 8 f i n a n c i ng me c ha ni s m. I n e f f e c t , t h e l o a n me c ha ni s m i n
t h i s s e c t i on pr ovi de s f o r a f e d e r a l gua r a nt e e o f bo n ds i s s ue d b y a hous i ng a u t h o r i t y
t o f i na n c e Se c t i o n 8 PHA pr oj e c t s .

( 3 ) Se c t i on 1 1 ( b ) Ta x Exe mpt Bonds

NHC a l s o ur g e s HUD t o pe r mi t t h e us e of p r oc e e ds o f t a x e xe mpt
b o n d s i s s ue d b y non- pr of i t s c l a i mi ng e xe mp t i o n u nd e r 1 1 ( b ) o f t h e U. S. Hous i ng Ac t
o f 1937 f o r bo t h c ons t r uc t i on a nd pe r ma ne nt f i na n c i ng . I f t he f or t hc omi ng pr opos e d
r e gul a t i ons l i mi t t h e us e o f bond pr oc e e ds t o pe r ma ne nt f i na nc i ng , NHC ur ge s t h a t t he
r e s t r i c t i on be modi f i e d i n t h e f i n a l r e gul a t i ons .
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( 4 ) Lon ge r Te r m Cont r a c t s .

A l e gi s l a t i ve a me ndme nt i s ne e de d t o e x t e nd t h e a mor t i z a t i o n
pe r i od on pr i va t e l y f i na nc e d Se c t i o n 8 obl i ga t i ons f r o m 2 0 t o 4 0 ye a r s , o r f o r t h e
t e r m o f t h e p e r ma ne nt f i n a nc i ng.

EEC a l s o s ugge s t s t h e f o l l o wi ng c ha nge s i n t he Se c t i o n 8 Exi s t i ng Hous i ng
Pr o gr a m:

( 1 ) Fa i r Ma r ke t Re nt s

Low Fa i r Ma r k e t Re nt s f o r t h e Se c t i o n 8 Exi s t i ng Hous i ng Pr ogr a m
di s c our a ge p a r t i c i pa t i on i n t h e pr ogr a m. As pr e s e nt l y d e t e r mi n e d, F e s ne i t h e r r e -
f l e c t v a r yi ng ho us i ng ma r ke t c ondi t i ons no r v a r yi ng ho us i ng s t oc k wi t hi n a n SMSA.

Th e 1 0 pe r c e nt l i mi t a t i on on i nc r e a s e s i n FMRs e s t a bl i s he d b y t he
Fi s c a l Ye a r 1 9 7 6 App r op r i a t i o ns Ac t ha s e xpi r e d. NHC ur ge s HUD t o a c t e xpe di t i ous l y
on a l l r e que s t s f o r i n c r e a s e s i n MARs .

Re s pondi ng t o a Ma y , 1 9 7 6 r e c onna i s s a nc e s t udy of t he Ex i s t i ng
Hous i ng Pr og r a m, HUD a g r e e d t o p ubl i s h FMRs f o r i n di v i d ua l c ount i e s t o r e l i e ve t he
pr obl e ms o f wi de l y v a r y i ng r e nt l e v e l s wi t hi n a n SMSA. The De pa r t me nt a l s o a g r e e d
t o c a l c ul a t e s e pa r a t e FMRs f o r s i ngl e f a mi l y un i t s a s t he r e a r e s ub s t a nt i a l pr i c e
di f f e r e nc e s b e t we e n s i ngl e f a mi l y a n d mu l t i - f a mi l y s t r uc t ur e s . We ur ge i mme di a t e

. i mpl e me n t a t i on o f t he s e pr omi s e d c ha nge s .

( 2)

- Re vi e w a n d a dj us t f a i r ma r k e t r e n t s t o a s s u r e t ha t a v a i l a b l e ,
s t a nda r d uni t s a r e ma d e a v a i l a bl e i n ot h e r t ha n a r e a s o f l ow
i n c o me a n d mi nor i t y c on c e n t r a t i on; a n d t o me e t t h e r e qui r e me nt s
o f l a r g e f a mi l y uni t s .

- Re vi e w a n d a dj us t " f a i r ma r k e t r e n t s " t o i n s u r e t h a t a de qua t e
ma na g e me nt a n d t e n a n t s e r vi c e s a r e ma de a va i l a bl e .

Admi ni s t r a t i v e Fe e s a nd Shopp e r s ' I nc e nt i v e Cr e d i t

Al t h ou gh s l i ght l y r e vi s e d i n Au gu s t 1 9 7 6 , t he f or mul a de t e r mi ni ng
PHAs ' a dmi ni s t r a t i ve f e e s c ont i n ue s t o di s c r i mi na t e a ga i n s t PHAs wi t h s ma l l a l l o c a -
t i o ns a n d ge ogr a ph i c a l l y l a r g e s e r vi c e a r e a s . PHAs a r e pr e s e nt l y a l l owe d a n a dmi n -
i s t r a t i v e f e e f o r e a c h un i t mo nt h u nd e r t h e HAP c on t r a c t e q u a l t o 8 - 1 / 2 p e r c e nt of
t h e e xi s t i ng FAR f o r a 2 - be dr oo m, non- e l e v a t or un i t i n t he l oc a l i t y o r $ 1 5 , whi c h-
e v e r i s gr e a t e r .

NEC ur g e s t h a t a mo r e e qui t a bl e f o r mu l a be de ve l ope d t h a t r e f l e c t s
a c t u a l a dmi ni s t r a t i ve c os t s .

( 3 ) De ve l o p i n c e n t i v e s , s t a t ut or y i f ne c e s s a r y, t o pr ovi de f o r t h e
Admi n i s t r a t i o n o f t h e Se c t i o n 8 Exi s t i n g Pr o gr a m on a c oor di na t e d c ommuni t y wi de
a n d a r e a wi de b a s i s b y l o c a l h ou s i n g a u t h or i t i e s . Th i s woul d ma ke pos s i bl e c ommon
gr ound r ul e s a nd r e gu l a t i ons a n d l e s s c on f us i o n f o r l o we r i nc ome f a mi l i e s . I n a d d i -
t i o n , s ma l l r u r a l c ommu ni t i e s a n d s ma l l LHAs ha ve not b e e n a bl e t o pa r t i c i pa t e i n
t h e pr ogr a m b e c a us e t h e y l a c k s t a f f a n d t h e s ma l l numbe r of a l l oc a t e d uni t s ma k e
p a r t i c i pa t i on i nf e a s i bl e . St e p s s houl d b e t a k e n t o s t i mul a t e t h e c r e a t i o n of
c ou nt y- wi de a n d a r e a - wi de ho us i ng a ut h or i t i e s .
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( 4 ) Re duc e t h e c ompl e xi t y of t h e pr ogr a m r e qui r e me nt s a nd r e por t i ng
whi c h i s c onf us i ng f o r t h e l ow i nc ome a pp l i c a nt a nd bur de ns ome t o t he l o c a l hous i ng
a ut hor i t y .

( 5 ) Se c t i on 2'4

Und e r pr e s e nt HUD p ol i c y, Se c t i on 2 3 l e a s e r e ne wa l s ma y onl y be
gr a nt e d f o r oc c upi e d u ni t s o r uni t s t o be r e oc c upi e d wi t hi n 3 0 da ys . The s e r e ne wa l s
mus t e xpi r e b y J une 3 0 , 1 9 7 8 ( o r b y J une 3 0 , 1979, wi t h HUD a ppr ov a l ) .

Ma n y o wne r s d o n ot wi s h t o c onve r t t h e i r Se c t i on 2 3 uni t s t o Se c -
t i o n 8 uni t s . NHC ur ge s HUD t o a l l ow Se c t i o n 2 3 uni t s t o r un t h e t e r m o f t h e i r c on -
t r a c t s o t ha t ma n y t e n a n t s wi l l no t b e l e f t home l e s s be c a us e l a ndl or ds r e f us e t o
c o nve r t t o Se c t i on 8.

Ma k e mor e f l e xi bl e t h e pr opos e d r e s pons i bi l i t i e s of l a ndl or ds t o
a s s u r e t h a t ne got i a t i ons c a n be unde r t a ke n wi t h l a ndl or ds t ha t c a n be a dj us t e d t o
pa r t i c ul a r ne e ds a nd c i r c u ms t a nc e s , a s pr e vi ous l y d e mons t r a t e d u n de r t h e Se c t i on 2 3
l e a s i ng pr ogr a m.

( 6 ) Se c t i on 8/ Sec t i oxl 515 Pr oj e c t s

NHC ur ge s t he Fa r me r s Home Admi ni s t r a t i on t o e l i mi na t e %BA' s p r e -
s e nt r e s t r i c t i ons on pr of i t - mot i va t e d s pons or s a ppl y i ng u n d e r t he s i n gl e - t r a c k pr o-
c e s s i ng a n d t a ki n g a dv a nt a ge o f t he i nt e r e s t - c r e di t . NHC ur ge s Fot HA t o l o we r i t s
ge ne r a l i nt e r e s t r a t e t o 7 % t o obvi a t e t h e ne e d f o r i nt e r e s t c r e di t s .

NHC a l s o s ugge s t s t o HUD a n d FmHA t ha t Se c t i o n 8 s po ns o r s b e pe r -
mi t t e d t o a p p l y f o r Se c t i on 8 s ubs i di e s a n d Se c t i on 5 1 5 l e a n s e i t h e r un de r d u a l
t r a c k pr oc e s s i ng o r s i ngl e t r a c k pr oc e s s i ng.

( 7 ) Se c t i on 8 - No n- FHA Hou s i n g

Ma n y LHAs own a n d / o r ope r a t e non- f e de r a l l y a i de d hous i n g. Cur r e nt
HUD r e gul a t i o ns pr oh i bi t LHA' s us i ng Se c t i on 8 Exi s t i n g t o a s s i s t t he s e f a mi l i e s a nd
pe r mi t HUD o r FBA t o i s s u e s uc h Ce r t i f i c a t i on o f Pa r t i c i pa t i on. HUD' s e xp r e s s e d f e a r
t ha t c onf l i c t o f i nt e r e s t e xi s t s i s unr e a l i s t i c a nd t h i s r e gul a t i on s houl d b e c ha nge d
t o e l i mi na t e t h i s di s c r i mi na t i o n a g a i n s t ma n y p oo r f a mi l i e s .

CHAPTER V. SECTI ON 8 AND PUBLI C HOUSI NG PROGFnMS

a . Publ i c Hou s i ng Pr od uc t i o n ( Ne w Con s t r uc t i o n)

Th e publ i c hous i ng pr ogr a m n ow ha s a pp r ox i ma t e l y 1, 30 0, 00 0 uni t s i n
ma n a ge me n t . The r e a r e a n a ddi t i on a l 50 , 0 00 uni t s a t s ome s t a ge i n t h e pr oduc t i on
pi pe l i ne ; t h e s e a r e ' b o n a - f i d e " uni t s u nd e r t he t e r ms of t he mor a t or i u m o f J a n ua r y,
1973, b u t whi c h ha ve n ot ye t be e n c omp l e t e d. The HUD bu d ge t f o r FY 1977 pr opos e s
ne w c ont r a c t a p pr ova l s f o r 21 , 2 60 u n i t s , a me n dme n t s t o e xi s t i ng c ont r a c t s f o r 64, 000
uni t s , a n d 6 , 0 0 0 ne w c ont r a c t a p pr ov a l s f o r I n di a n hous i ng. A s up pl e me nt a l r e que s t
ha s b e e n pr opos e d r e c e nt l y b y Se c r e t a r y Ha r r i s f o r 5 0 , 0 0 0 a dd i t i o na l uni t s i n FY
1977. Thi s i s t h e e nd o f t he c u r r e nt publ i c h ous i ng pi pe l i ne . Ov e r 2 0 0 , 00 0 un i t s
i n a p pl i c a t i o n we r e r e t ur ne d t o l o c a l ho us i ng a u t h or i t i e s b y HUD Ar e a Of f i c e s i n
J a n ua r y , 1973.



2096

- 18-

NBC r e c omme nd s t h e t r a n s f e r o f $2 50 , 0 00 , 00 0 i n c ont r a c t a ut ho r i t y i n
t he Se c t i on 8 pr ogr a m t o pr ovi de f o r t h e de ve l o pme nt ( ne w c o ns t r uc t i o n) o f a pp r o xi -
ma t e l y 8 0 , 0 0 0 t r a di t i on a l publ i c h ous i ng uni t s . The s e un i t s c a n b e f i na nc e d q ui c kl y
t hr o ugh t he s a l e o f t a x- e xe mpt b on ds b y l o c a l hou s i ng a u t ho r i t i e s , ba c ke d b y t he
f u l l f a i t h a n d c r e d i t o f t he Fe de r a l Gove r nme n t , a n d f i l l t he g a p c a u s e d b y t he
pr e s e nt i n a b i l i t y t o f i n a nc e Se c t i o n 8 a s s i s t e d ne w c ons t r uc t i on. Some o f t h e pr o -
pos e d de ve l opme nt s ( o v e r 2 0 0 , 00 0 uni t s i n a pp l i c a t i o n ) f r o m t h e 1973 mor a t or i um c a n
b e qui c kl y put i n t o pr oc e s s i ng.

The Con gr e s s , i n 1975, s e t a s i d e $5 0, 0 00 , 0 0 0 f o r c on t r a c t a ut hor i t y t o
b e us e d f o r t he ne w c on s t r u c t i on o r a c qu i s i t i o n o f ho us i ng u n de r t h e a ddi t i on a l pub -
l i c hou s i ng pr ogr a ms . The Admi ni s t r a t i o n h a s pr opos e d i n i t s FY 1977 b ud ge t t o us e
t hi s a ut ho r i t y f o r l o c a l hou s i n g a ut h or i t i e s t o a c qu i r e a b o ut 30 , 0 00 uni t s o f FBA
hous i ng e i t h e r de f a ul t e d o r i n t r oub l e d pr oj e c t s .

NHC r e c omme nds t h a t a n y s uc h a c q ui s i t i o n b e f i na nc e d out of a u t h or i t y
now a l l oc a t e d t o Se c t i on 8 ne w c ons t r uc t i o n, b ut t ha t $5 0, 00 0, 00 0 s e t a s i de b y t he
Cong r e s s be us e d f o r t h e de ve l opme nt of ne w hous i n g u n d e r t h e t r a di t i o na l publ i c
h ous i ng pr ogr a m.

b. Op e r a t i ng As s i s t a nc e Fo r Pu bl i c Hous i r g

NBC r e c omme nds t h a t t he Pe r f or ma nc e Fun di ng Sys t e m be f u l l y i mp l e me n t e d
b y a l l oc a t i ng t he f u l l a mo u n t a s s i gne d u nd e r t h e a pp r ove d f or mul a . The e s t i ma t e f o r
ope r a t i ng a s s i s t a nc e ba s e d on t h i s f or mu l a i s a p pr o xi ma t e l y $7 00, 00 0, 0 00 i n c ont r a s t
t o t h e $6 12 , 00 0, 00 0 pr o pos e d b y t he For d Admi n i s t r a t i on bud ge t . The r e a r e s e r i ous
i n e q ui t i e s i n HUD' s Pe r f o r ma n c e Fun di ng Sys t e m ( P F S) c ove r i n g t he pr ovi s i ons o f
ope r a t i ng s ubs i di e s f o r ope r a t i on o f l ow r e nt pu bl i c ho us i ng pr ogr a ms . NHC r e c om-
me nds t h a t HUD c o ns i d e r t he f ol l o wi n g c ha ng e s t o t h e PFS:

( 1 ) Au t ho r i t y Si z e Fa c t o r - The t o t a l u ni t mo nt hs a va i l a bl e i n t he
c on ve nt i on a l l ow r e nt h ous i ng pr ogr a m i n t h e l oc a l i t y s houl d b e a dd e d a s a n i n di c a t or
o f ove r a l l FBA c a pa c i t y .

( 2 ) Be dr oom Si z e Fa c t o r - The be d r o om s i z e f a c t o r s hou l d i n c l u de a n
a l l owa nc e f o r " e f f i c i e n c i e s " , a s we l l a s ot h e r b e d r oo m s i z e s . Ef f i c i e n c i e s s houl d
b e c ou nt e d t he s a me a s " On e - Be dr o om" uni t s .

( 3 ) pr oj e c t He i ght Fa c t or - Cos t a l l owa n c e s i n vo l vi ng h e i ght o f bui l d -
i n g s s houl d r e l a t e t o t h e HUD a ppr ov e d a nd publ i s he d Fa i r Ma r ke t Re nt s f o r t h e l oc a l -
i t y a n d s houl d b e a p pl i e d s e p a r a t e l y f o r " El e v a t o r " b ui l di n gs , a n d " No n- El e va t or " ,
a s publ i s he d i n e a c h c a t e go r y f o r a 2 - Be dr oom uni t .

( 4 ) HUD Re gi o na l Re l a t i ve Cos t Fa c t o r - A r e l a t i ve c o s t f a c t o r s houl d
b e de t e r mi ne d f o r e a c h HUD Re g i o na l Ar e a f o r l a r g e , me d i um, a n d s ma l l s i z e PHA' s
us i n g t h e s a me c r i t e r i a f o r s e pa r a t i n g s i z e c l a s s e s a s wa s us e d i n t he 1 2 0 PEA s a mpl e
u s e d b y t h e Ur ba n I n s t i t ut e i n t h e i r s t u dy o f PEA pe r f or ma nc e .

( 5 ) Ap pe a l s Pr o c e dur e - An a p p e a l s p ol i c y s houl d b e pr ovi de d whi c h woul d
a l l ow a n y PHA, i nc l u di n g t ho s e wh o a r e " o v e r t h e up pe r r a nge l i mi t s " i n t h e PFS f o r -
mu l a , t o de t a i l a nd s ubmi t s u ppo r t i n g i n f o r ma t i on t o de s c r i be a nd j us t i f y u nu s u a l o r
s p e c i a l c ond i t i ons t h a t ne e d t o b e r e c ogni z e d i n c onne c t i on wi t h PHA ope r a t i on s . The
a p pe a l s pr oc e dur e s houl d s pe c i f y t i me l i mi t s f o r s ubmi s s i on b y PHA' s a s we l l a s t i me
l i mi t s f o r HUD r e s po ns e .
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( 6 ) Ope r a t i ng Re s e r ve St a r t - up Mi ni mu m Fa c t or - A PHA s houl d ha ve a
one t i me op e r a t i n g r e s e r ve a l l o wa n c e t o s t a r t ope r a t i o ns u n d e r t he PFS, pr ovi di ng
t h e ope r a t i ng r e s e r ve a t t h e e nd o f t h e f i s c a l ye a r , i mme d i a t e l y pr e c e di ng PFS s t a r t -
u p , i s be l o w 4 0 % of t h e ma x i mu m a l l owa b l e . The one t i me a l l owa nc e s houl d be a n
a mo u nt t ha t br i ng s t he o pe r a t i n g r e s e r ve t o 4 0 % o f t h e ma xi mum a l l o wa bl e , a t t h e
s t a r t o f PFS.

( 7 ) De f e r r e d Ma i nt e n a nc e Fundi n g - The PFS n e e ds t o a l l ow f o r s p e c i a l
f un di ng t o c o v e r c a t c h - up de f e r r e d ma i nt e na nc e . Al l o f t h e de f e r r e d ma i nt e na nc e ne e ds
ma y be i mpos s i bl e o r i mp r a c t i c a l t o c or r e c t wi t hi n one f i s c a l y e a r o f ope r a t i ons . Th e
PHA s houl d pr e pa r e a n d ma i nt a i n a n i n ve n t or y o f de f e r r e d ma i nt e na nc e ne e ds whi c h wi l l
i n c l ud e j us t i f i c a t i on a nd c o s t e s t i ma t e s , a nd whi c h wi l l be s ubmi t t e d a nn ua l l y wi t h
t h e ope r a t i ng bu dge t . I f t he t o t a l de f e r r e d ma i n t e na nc e ne e d c a n no t b e a c c ompl i s he d
wi t hi n t he f i s c a l o pe r a t i n g y e a r o f t he PHA, t h e a mo un t t h a t c a n be c omp l e t e d , a nd
t he t o t a l f und s ne e de d f o r t h e ope r a t i n g ye a r , s hou l d be f und e d wi t hi n t he PFS.

( 8 ) § p e c i a l Se c ur i t y FU. ndi ng - On l y a mi n or i t y i n t h e t o t a l n umbe r o f
PHA' s h a ve a s p e c i a l ne e d f o r a dd i t i on a l f un di ng f o r s e c ur i t y pur pos e s . The PFS
pr ot ot ype f or mul a s houl d a l l o w f o r a " Ba s i c Su ppor t a b l e Expe ns e Le ve l " f o r a l l PHA' s
wi t h c o ns i de r a t i on o f t h e va r i a bl e f a c t o r s a b ov e a n d i n c l ude s pe c i a l a d di t i on a l f u n d -
i n g f o r t hos e PHA' s t h a t pr ovi de f u l l de t a i l s a nd j us t i f i c a t i on f o r s pe c i a l ne e ds
( a b o v e t h e ba s i c s uppor t a bl e e xpe ns e l e v e l ) f o r s e c u r i t y pur pos e s .

( 9 ) S v c i a l Soc i a l Se r vi c e s Fu n d i r a - Fo r t h e s a me r e a s on a s out l i ne d
a b ov e f o r s p e c i a l s e c ur i t y f un d i ng , s p e c i a l a dd i t i o na l f u ndi ng f o r t hos e PHA' s t h a t
pr ovi de f u l l de t a i l s a n d j us t i f i c a t i o n f o r t h e s p e c i a l ne e d s houl d be a va i l a bl e
wi t hi n t he PFS.

( 1 0 ) Non- Rout i ne Sp e c i a l Fun di n g - Th e PFS s houl d i n c l ude s pe c i a l a d d i -
t i o n a l f und i ng f o r n on- r ou t i ne c o s t s c o ve r i ng ma j o r e x t r a - or di n a r y ma i nt e na nc e i t e ms ,
c o s t s of s p e c i a l ope r a t i ng c a p i t a l e qu i pme nt , o r o t h e r ma j o r s p e c i a l ne e ds .

( 1 1 ) Ut i l i t y Al l o wa nc e s - Th e f or mu l a f o r c omput a t i on o f a l l o wa b l e u t i l -
i t y c os t s ne e ds t o be s i mpl i f i e d. The c o s t s a l l o we d s houl d b e b a s e d o n c ur r e nt c on -
s umpt i on r a t he r t h a n o n a 3- y e a r a ve r a ge .

( 1 2 ) Fun di ng Aut hor i z a t i on a nd App r opr i a t i ons - HUD s houl d r e que s t , a n d
OMB a n d Cong r e s s s houl d a p p r ov e , a u t ho r i z a t i o n a nd a pp r op r i a t i on s t o c ov e r f u l l PHA
ope r a t i ng s ubs i dy f und i n g ba s e d o n t he a ppr ove d PFS. As s ur a nc e s s h oul d b e gi ve n b y
OMB a nd Congr e s s t h a t s u ppl e me n t a l HUD a ppr op r i a t i o n r e que s t s woul d b e i nv i t e d t o
c ov e r de f i c i t s r e s ul t i ng f r o m PFS f u l l i mpl e me nt a t i o n of c ur r e n t r ul e s a n d r e gul a t i ons .

( 1 3 ) I nc o me Pr oi e c t i ons - PHA i n c o me pr oj e c t i ons s houl d n o t be b a s e d o n
a na t i on a l a r b i t r a r y a mo un t b u t r a t h e r b e ba s e d on mo r e r e a l i s t i c l o c a l e c ono mi c f a c -
t or s i n c l u di n g wa ge l e v e l s , une mp l oyme n t r a t e s , we l f a r e a l l o wa nc e s , e t c .

( 1 4 ) I nf l a t i o n Fa c t o r - Mor e r e a l i s t i c " i n f l a t i o n f a c t o r s " a r e ne e de d
f o r e a c h l o c a l i t y whi c h a r e c c mput e d o n a b r o a d e r ba s e t ha n wa ge da t a a l on e . As i n
t he c a s e o f " i nc ome pr oj e c t i ons " de s c r i be d a b o v e , i n f l a t i on a mo u nt s s houl d a l s o i n -
c l ud e a l l e c ono mi c f a c t or s i n a n a r e a .

( 1 5 ) I nc e nt i ve Be ne f i t f o r He duc e d Ut i l i t y Cons umpt i on - The i nc e nt i ve
b e ne f i t , a s de s c r i be d i n t he pr e vi ous a p pr ov e d PFS r ul e s , i nvol ve d wi t h r e duc e d ut i l -
i t y c on s umpt i o n a c c o mpl i s h me n t s houl d b e gr e a t e r , i n f a vo r o f t he PHA r a t h e r t h a n HUD.
I t i s r e c omme nde d t h a t r e g ul a t i ons pr ovi de f o r a 7 5 % r e t e nt i on i n s a vi ng s b y t he PHA,
wi t h t he ba l a nc e t o HUD.
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( 1 6 ) Mo n i t o r a n d Eva l u a t i o n o f PFS Expe r i e nc e - The EFS wa s f i r s t i m-
pl e me nt e d wi t h PHA' s wi t h f i s c a l y e a r s t a r t i ng Ap r i l 1 , 1975. The PFS e xpe r i e nc e
s ho ul d b e moni t or e d a nd f u l l y e va l ua t e d t o s e e k wa ys o f f ur t he r r e f i ne me nt Or t o
de t e r mi ne i f a c ompl e t e l y di f f e r e nt f u ndi ng s ys t e m i s ne e de d. I t i s r e c omme nde d
t h a t HUD pr ovi de f u nd s a n d pr oc e e d wi t h a f u l l e va l ua t i o n of t he PFS t o da t e . The
e va l ua t i o n s houl d be done b y e xp e r i e nc e d, a n d t e c hni c a l l y qu a l i f i e d, p r of e s s i ona l
p e r s ons , i nc l u di ng t ho s e wi t h f u l l kno wl e dge o f s ubs i di z e d l ow r e nt ho us i ng op e r a -
t i on s .

( 1 7 ) HUD publ i s h a l l da t a ne e de d f o r e a c h PHA t o c ompl e t e PFS For : 1 a t
l e a s t one mon t h b e f or e Budg e t i s due .

c . Mod e r n i z a t i o n

Th e e s t i ma t e d mo de r ni z a t i o n ne e d f o r ol d e r hous i ng de ve l opme nt s i s
$1, 600, 000 , 000. NEC r e c o mme n ds a f o ur - ye a r pr ogr a m r e qui r i ng a n a l l o c a t i o n o f
$ 40, 00 0, 000 i n c on t r a c t a u t ho r i t y i n e a c h o f t h e f o u r ye a r s .

d . De f e r r e d Ma i nt e na n c e

The e s t i ma t e d b a c kl og o f de f e r r e d ma i nt e na nc e i s $400, 000, 000. NHC
r e c omme nds a t wo- y e a r pr ogr a m t o c l e a r u p t h i s ba c kl og . Th i s woul d r e qui r e a n
a n n u a l c ont r a c t a u t hor i t y o f $ 20 , 0 00 , 0 00 i n or de r t o pr e s e r ve t he b i l l i on s o f d ol -
l a r s of i nv e s t me n t i n publ i c h ou s i n g d e ve l op me n t s , a n d t o g r e a t l y i mp r ov e t h e da i l y
we l f a r e o f publ i c ho us i ng r e s i de nt s .

e . I mpl e me nt a t i on o f Pr ov i s i ons o f t he 1 9 7 4 Hous i ng Ac t

The 1 8- mo nt h de a dl i ne s e t i n t he s t a t ut e f o r t h e i mpl e me n t a t i on o f t h e
publ i c ho us i ng p r ovi s i ons o f t h e 1 9 7 4 Hous i ng Ac t e xpi r e s a t t h e e nd o f Fe br ua r y,
1976. Some pr ovi s i ons of t h i s Ac t ( i nc l u d i n g t h e ha n dl i ng o f obs ol e t e ho us i ng de -
v e l opme nt s a n d Se c t i on 2 0 3 ( n ) ha ve no t ye t a p pe a r e d i n r e gul a t i ons . I n a d d i t i o n,
t h e r e gul a t i ons t h a t ha ve b e e n i s s ue d ( i nc l u d i n g t ho s e r e l a t i ng t o mi ni mum r e nt s ,
we l f a r e r e n t s , a n d a c hi e vi ng c r os s - s e c t i on o f i nc o me o c c u pa n c y ) ha ve not b e e n r e -
l a t e d a s a t o t a l p ol i c y i n t he HUD r e gul a t i ons . The HUD pr oc e dur e s ha ve t e nde d t o
b e v e r y b r o a d, l e a vi ng unr e s ol ve d ma j o r p ol i c y i s s u e s , a nd pr ovi di ng n o na t i on a l
of f i c e c o un s e l o r gu i de l i ne s f o r s uc h di f f i c ul t ma t t e r s a s a c hi e v i n g c r os s - s e c t i on
o f i nc ome oc c upa nc y.

NBC r e c omme nds t h a t HUD qui c k l y c onve ne a t a s k g r ou p o f HUD Ce n t r a l
Of f i c e a n d Fi e l d Of f i c e of f i c i a l s wi t h r e pr e s e nt a t i ve s of l o c a l hous i ng a u t hor i t i e s
t o de ve l o p a t ot a l a pp r o a c h t o i mp l e me nt a t i o n o f t he 19 74 Hous i ng Ac t pr ovi s i ons ;
a n d t h a t gu i de ma t e r i a l s a n d t e c hn i c a l a s s i s t a nc e b e pr ovi de d t o a s s i s t l o c a l hous i ng
a u t hor i t i e s i n i mp l e me nt i n g t he s e pr ovi s i ons .

f . Th e St a t u s of Publ i c Hous i ng Ma n a ge me nt

De s pi t e t h e i n a d e q ua c y o f Fe d e r a l ope r a t i ng a s s i s t a nc e , i mp or t a n t s t e ps
ha ve b e e n t a k e n o ve r t h e l a s t f i ve ye a r s t o r e c ogn i z e t h e i mpor t a nc e a nd a d va nc e t h e
c ondi t i on of publ i c h ou s i n g ma na ge me nt . Th e Hou s i ng Ma n a ge me nt I mpr ove me nt Pr og r a m
( HMI P) a n d t h e Ta r ge t Pr oj e c t s Pr o gr a m ( TP P ) a r e j us t b e gi nn i ng t o r e a p i mpo r t a nt
r e s ul t s i n l o c a l ho us i ng a u t ho r i t y ope r a t i ons . The mo ve t o pr of e s s i ona l i z e publ i c
ho us i ng ma n a ge r s i s a l s o i mpo r t a nt e vi de n c e o f ne w ma t ur i t y i n t h e Hous i ng Ma na g e -
me nt f i e l d .
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CHAPTER VI . SECTI ON 2 0 2 SHOULD BE FULLY I MPLEMENTED TO PROVI DE 50 , 00 0
ADDI TI ONAL DWELLI NGS FOR THE ELDERLY AND HANDI CAPPED

HUD' s pr ogr a m l a s t y e a r s ou ght t o pr ovi de b o t h c ons t r uc t i on a n d pe r ma ne nt
f i n a nc i ng f o r 1 4 , 0 0 0 uni t s o f Se c t i o n 2 0 2 hous i ng. Appl i c a t i ons we r e f i l e d f o r
ma n y t i me s t h e numbe r o f a v a i l a bl e uni t s . Ne ve r t he l e s s , ve r y f e w uni t s we r e s t a r t e d
l a s t y e a r , a n d HUD' s r e c e nt l y a nno unc e d de c e nt r a l i z a t i on pr ogr a m i s l i k e l y t o s l ow
u p pr oduc t i on.

NHC ur g e s t h e us e o f t h e f u l l $ 80 0, 000 , 0 00 a ut h or i z e d i n t h e 1 9 7 4 Hous i ng
Ac t , t og e t h e r wi t h t h e mi l l i on s o f unc ommi t t e d f u nd s pr e vi ous l y a v a i l a bl e u nd e r
Se c t i on 202. To e na b l e t h e f u l l us e of t he s e a ut h or i z e d f un d s , i t wi l l be ne c e s s a r y
t o ob t a i n a pp r ov a l i n a n a p pr opr i a t i o n a c t o f a n i nc r e a s e i n t he l i mi t s o f HUD' s
l e nd i n g a u t h or i t y e q u a l t o t h e f u l l a mo un t o f t he l e gi s l a t i ve a u t h or i z a t i o n un de r
Se c t i on 202. NHC r e c omme nds s uc h a c t i on. Appr opr i a t i o ns of t h i s ma gni t ude wi l l
s c a r c e l y me e t t h e p r e s e nt l y e xpr e s s e d d e ma nd, l e t a l on e t he a dd i t i o na l pr opos a l s
whi c h wi l l b e s ubmi t t e d.

NBC r e c omme nds t h a t MUD a d op t p r oc e d ur a l c ha ng e s s o a s t o i mpr o ve t h e
Se c t i on 2 0 2 pr ogr a m. The Se c t i on 2 0 2 Ha n dboo k a n d r e gul a t i ons a r e unne c e s s a r i l y
c ompl e x. Th e y r e f e r b a c k t o t he Se c t i on 8 Ha n dboo k a n d d o not e xp l a i n whi c h i n -
s t r uc t i ons c on t r ol whe n t h e Ha ndbo oks c onf l i c t . Se c t i on 2 0 2 pr oc e s s i ng s houl d b e
s i mpl i f i e d t o t wo s t a g e s - - t he pr e l i mi na r y Se c t i o n 2 0 2 a n d Se c t i on 8 p r o pos a l , a nd
t he s e c ond a n d f i n a l s ub mi s s i on f o r t h e f i n a l pr opos a l / f i r m c ommi t me nt . I t i s b e -
l i e ve d t h a t t h e ne w Se c t i o n 2 0 2 r e gul a t i ons pr ovi de f o r Fi e l d Of f i c e s e l e c t i on of
p r oj e c t s , s i t e d e s i g na t i on a t t h e s e l e c t i on s t a g e , a n d e l i mi na t i on o f t h e r e nt
c ompa r a bi l i t y t e s t ; NHC s uppo r t s s uc h c ha nge s . The Se c t i on 2 0 2 pr ogr a m s houl d p r o-
vi de f o r a l l o c a t i o n o f b ot h l oa n a n d s u bs i dy f un d s t o a pr oj e c t b e f or e i t i s t r a ns -
mi t t e d a n d Fi e l d Of f i c e di r e c t or s s houl d n o t b e f or c e d t o s e l e c t a mon g l ong- s t a ndi ng
ho us i ng c ommi t me nt s a n d p r i or i t i e s , wi t h s o f e w Se c t i o n 8 uni t s a v a i l a bl e . Fi na l l y ,
HUD s houl d r e t ur n t o t h e Se c t i on 2 0 2 s pe c i a l i s t c on c e pt ; i n e a c h of f i c e , a t l e a s t one
p e r s on s houl d f u l l y unde r s t a nd t h e p r og r a m, a nd b e r e s pons i bl e f o r k e e pi ng e a c h p r o-
j e c t mov i n g r a pi dl y.

Al t h ou gh Cong r e s s e na c t e d t h e c ongr e g a t e ho us i ng pr ogr a m i n 1 9 70 , f e w uni t s
ha ve b e e n pr oduc e d. HUD s houl d s e e k t o i nc r e a s e p r oduc t i on of s uc h uni t s .

Se c t i on 2 0 2 r e qui r e s f u l l i mpl e me n t a t i on o f t h e pr ogr a m f o r t e c hn i c a l
a s s i s t a nc e a n d s e e d c a pi t a l l oa ns u nd e r Se c t i on 106( b) . NEC ur ge s t ha t t he Se c t i o n
1 0 6 ( b ) pr ogr a m b e a de qu a t e l y f un d e d a n d s t a f f e d s o a s t o b e o f ma xi mum e f f e c t i ve -
ne s s i n br i ngi ng Se c t i on 2 0 2 ho us i ng i n t o b e i n g a t t h e e a r l i e s t pos s i bl e da t e .

Se c t i o n 8 a s s i s t a nc e s houl d b e ma d e op t i on a l i n r e l a t i ons hi p t o Se c t i o n 2 0 2
de v e l opme nt s o t h a t 2 0 2 de ve l op me nt c a n pr oc e e d i n t hos e a r e a s whe r e Se c t i on 8 a l l o-
c a t i on s a r e not a va i l a bl e .

Cur r e nt r e gul a t i ons s houl d b e r e vi s e d t o pe r mi t publ i c a g e n c y s po ns or s hi p
o f 2 0 2 h ous i n g, a s a u t ho r i z e d u nd e r t he s t a t ut e .

The e l de r l y ho us i ng a s s i s t a nc e e f f o r t s houl d b e e nc our a ge d a n d e xpa nde d
b e yo nd t h e Se c t i o n 2 0 2 pr ogr a m. The 2 0 2 pr ogr a m s houl d not b e t h e onl y e l d e r l y
ho us i ng e f f or t . Ad d i t i on a l r e s our c e s s houl d b e ma d e a v a i l a bl e f o r e l de r l y hous i ng
be yond t he r e s our c e s di r e c t e d t o t h e 2 0 2 pr ogr a m whi c h i s l i mi t e d t o pr i va t e , non-
p r of i t gr oups .
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CHAPTER VI I . RURAL HOUSI NG RESOLUTI ONS

a . I mme di a t e Le gi s l a t i ve Pr op os a l s

Fa r me r s Home Admi n i s t r a t i o n

( 1 ) Es t a b l i s h wa t e r a n d s e we r f i na nc i n g un de r Rur a l De ve l opme nt Ac t
o n a ma t c hi n g 7 5 % gr a n t / 25 % l o a n b a s i s , wi t h u l t i ma t e g o a l t o be
1 0 0 % gr a n t ba s i s whe r e ne e d e d b y l o c a l c ommu ni t i e s t o pr ovi de
pr oj e c t s .

( 2 ) Re move g e n e r a l l i mi t o f 2 0 % o n pr opor t i on o f f a mi l y un i t s whi c h
c a n ha ve r e nt s uppl e me nt s un d e r 5 15.

( 3) I mpl e me nt t he 5 0 4 gr a nt pr ogr a m f o r f a mi l i e s a s we l l a s t he e l de r l y .

Commun i t y Se r v i c e s Ad mi n i s t r a t i on ( CS A)

( 1 ) De v e l o p a n n u a l pl a nni ng r e q u i mme n t f o r e f f e c t i ve us e o f Se c t i on
2 2 2 ( a ) ( 11 ) ( Pe r k i n s Ame n d me n t ) a ut ho r i t y .

( 2 ) Re i mpl e me n t Rur a l Hous i ng Op por t u ni t i e s La i n Fund f o r hou s i n g
de v e l opme nt a n d r e ha bi l i t a t i on pur pos e s .

( 3 ) Re - e s t a bl i s h mi gr a n t a n d s e a s ona l f a r mwo r ke r s pr ogr a ms .

( 4 ) I n c r e a s e t h e a p pr o pr i a t i on f o r r ur a l hous i ng pr ogr a ms ( s e c t i o n
22 0 ( a ) ( 11 ) t o $ 2 0 mi l l i o n i n F Y 19 78 .

Ho u s i n g _ El i j l f g De ve l oome nt

Gi v e t o p p r i or i t y t o b r i n g publ i c ho us i ng pr oduc t i on t o pr e mor a t or i um
l e v e l a s s oon a s pos s i bl e . Al l ow t h e a mou nt o f us a ge t o r ur a l a r e a s t o f l oa t a bo ve
t h e f l o o r o f 2 0 % a c c or di n g t o ne e d a n d de ma nd . Pr ovi d e a d e q ua t e ope r a t i ng s ubs i di e s
t o e na bl e publ i c hou s i ng t o h ou s e ne e di e s t f a mi l i e s , a n d i n s t i t u t e a n a ut oma t i c c o s t
f a c t o r i n t h e ope r a t i n g s u bs i d y f or mul a . Al l o w b o t h t ur n ke y a nd c onve nt i o na l pr o-
duc t i on wi t hout e mp ha s i z i ng o ne o v e r t he ot h e r . Al l ne w publ i c h ous i ng s ho ul d me e t
s t r i c t e ne r g y c ons e r va t i on s t a nd a r ds ; mo de r ni z a t i on f u n ds s houl d b e us e d t o r e t r of i t
e x i s t i ng publ i c ho us i ng .
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Es t a bl i s h a Rur a l Ci t i z e ns Cons ume r Re vi e w Pa ne l wi t hi n HUD' s Of f i ce
of Cons ume r Af f a i r s t o of f e r a dvi c e on r ur a l us e of HUD pr ogr a ms . Es t a bl i s h Of f i c e
of Rur a l Af f a i r s t o f a c i l i t a t e us e of HUD pr ogr a ms i n r ur a l a r e a s a nd t o de ve l op
c oope r a t i ve a gr e e me nt s wi t h ot he r a ge nc i e s a f f e c t i ng r ur a l a r e a s .

Suppor t c ont i nua t i on of t he I ndi a n publ i c hous i ng s e t - a s i de . I mpl e me nt
ope r a t i ng s ubs i di e s f or I ndi a n mut ua l he l p pr ogr a m.

Re s t or e pr e vi ous pr a c t i c e of c ount i ng onl y c onve nt i ona l hous i ng uni t s ,
not mobi l e home s , i n c a l c ul a t i ons o f hous i ng pr oduc t i on, s uc h a s t hos e of t he na -
t i ona l hous i ng goa l s r epor t s .

I n vi e w o f t he r e c e nt GAO s t udy o f t he CDBG pr ogr a m, t he r e s houl d be
a n i nc r e a s e i n t he pe r c e nt a ge of f unds be i ng a l l oc a t e d t o nonme t r opol i t a n a r e a s t o
mor e c l os e l y r e f l e c t t he ne e ds e s t a bl i s he d i n a ppl yi ng t he f or mul a .

Ame nd Se c t i on 8 t o a l l ow hous i ng a ut hor i t i e s t o ma na ge e xi s t i ng uni t s .
Pr ovi de f or ne got i a t e d r e nt s unde r a c e i l i ng c ompa r a bl e t o f or me r Se c t i on 2 3 , a s
a l t e r na t i ve t o f a i r ma r ke t r e nt s i n a r e a s wher e f a i r ma r ke t r e nt a ppr oa c h i s
unwor ka bl e .

FmHA Budge t Re c omme nda t i ons f or Hous i ng Pr ogr a ms

1 976

1 97 7
Budge t
Re que s t

1 9 7 7 NHC
Re c omme n-
da t i on

1 978
Budge t
Re que s t

1 978 NHC
Re c c mme n-
da t i on

1. Low I nc ome Hous i ng Loa ns ( 50 2 ) 1 , 503 1 , 454 1 , 874 1 , 481 3 , 000
2. Mode r a t e I nc c me Hous i ng Loa ns ( 5 0 2 ) 8 4 0 8 3 8 1 , 238 9 0 1 2 , 000
3. Above Mode r a t e I nc ome Hous i ng

Loa ns ( 5 0 2 ) 0 0 0 700 500
4. Re nt a l Hous i ng Loa ns ( 5 1 5 ) 340 4 0 0 6 0 0 6 0 0 1 , 000
5. Fa r m La bor Hous i ng Loa ns ( 5 1 4 ) 0 0 1 0 1 0 2 5
6. Hous i ng Re pa i r Loa ns & Ot he r ( 5 0 4 ) 2 0 2 0 2 0 1 5 2 0
7. Mut ua l & Se l f He l p Hous i ng Si t e

Loa ns & Te c hni c a l As s i s t . ( 5 2 3 ) 0 0 1 0 1 0
8. Si t e Loa ns ( 5 2 4 ) 3 3 3 3 5
9. Mobi l e Pa r k Loa ns ( 5 2 7 ) 0 1 1 1 2

1 0 . Pr e de ve l opme nt Loa ns ( 5 2 5 h ) 0 0 0 0 3
1 1 . Fa r m La bor Hous i ng Gr a nt s ( 5 1 6 ) 0 0 1 0 25
1 2 . Hous i ng Re pa i r Gr a nt s ( 5 0 4 ) 0 0 0 0 2 0
1 3 . Mut ua l & Se l f He l p Hous i ng Si t e

Gr a nt s & Te c hni c a l
As s i s t a nc e ( 5 2 3 ) 0 0 9 0 1 0

1 4 . Hous i ng Re s e a r c h Gr a nt s ( 5 0 6 ) 0 0 0 0 1 0
1 5 . Re nt Suppl e me nt s ( 5 2 1 ) 0 0 0 0 1 5
1 6. Te c hni c a l As s i s t a nc e Gr a nt s ( 5 2 5 ) 0 0 0 0 5

TOTAL HOUSI NG PRCGRAMS 2, 7C6 2 , 716 3 , 757 3 , 711 6 , 6 50

( mi l l i ons of dol l a r s )
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Fa r me r s Home Home Admi ni s t r a t i on

1. I mme Ai a t e l y i mpl e me nt Ru r a l Re nt Suppl e me nt Aut hor i t y ( Se c t i o n 52 1 o f
t h e Ho us i n g Ac t o f 1 9 4 9, a s a me nde d) .

2 . Re move t h e 1 0 , 0 0 0 uni t r e s t r i c t i on o n t h e us e o f Se c t i on 8 i n Se c t i on

515 f i na nc e d pr oj e c t s .

3. Al l ow t h e us e of Se c t i o n 8 o n 5 1 5 e xi s t i ng a nd r e ha b i l i t a t i on pr oj e c t s .

4. De v e l op me t hod t o us e Se c t i o n 8 i n c omb i na t i on wi t h F OA 5 14/ 51 6

f a r ml a b o r hous i ng pr oj e c t s .

5. I n c r e a s e FmHA s t a f f b y 1 , 5 0 0 t o me e t t he va r i ous pr ogr a m ne e ds a n d t o
a c t on t h e t r e me nd ous b a c kl og o f a pp l i c a t i on s . Hi r e e mp l oye e s wi t h
hous i ng s ki l l s s uc h a s c o ns t r uc t i o n i ns pe c t or s a n d e ngi ne e r s , e t c .

6. Ut i l i z e Se c t i on 5 0 6 a u t ho r i t y t o c r e a t e a c ompr e he ns i ve r ur a l hous i ng
r e s e a r c h c a pa c i t y i n FmHA. Re qui r e f u l l publ i c a va i l a bi l i t y o f i n f or ma -
t i o n a n d e l i mi na t e r e s e a r c h f u nd i n g pr i or i t y f o r a g r i c u l t u r a l l a nd
gr a nt c ol l e ge s . I nc r e a s e t he a ut ho r i z a t i on l e v e l f o r r ur a l hous i ng
r e s e a r c h t o $ 10 , 0 00 , 0 00 i n FY 1 97 8.

7. Re vi s e FMHA c i v i l r i ght s r e vi e w a nd c ompl i a nc e pr oc e dur e s . I ns t i t u t e
a de qu a t e da t a c o l l e c t i on , c c mp l i a nc e r e vi e w, a nd a pp e a l s pr oc e dur e s .
Af f i r ma t i ve l y e nf or c e Ti t l e VT, VI I , a n d VI I I c i vi l r i gh t s r e qui r e me nt s .

8. Ad o p t me a ni ngf ul a p pe a l s pr oc e dur e s t o c ove r gr i e va nc e s i n a l l l oa n
a n d gr a nt pr ogr a ms .

9. Enf o r c e e xp a nde d a n d uni f or m us e o f Se c t i on 5 05 mor a t or i um a nd f o r -
b e a r a nc e powe r s . Re qui r e t h a t b or r owe r s b e i nf o r me d o f a va i l a bi l i t y
o f pr ogr a m pr i or t o i ns t i t ut i on o f f or e c l os ur e pr oc e e di ngs .

10. I ni t i a t e s t ud y of pr opos a l s f o r ne w or e x pa nde d home own e r s hi p s ubs i dy
pr ogr a m t o s e r ve h ous e h ol ds wi t h i n c ome s be l ow $6, 000.

11. Es t a b l i s h Na t i on a l Ru r a l Hou s i ng Ad vi s or y Boa r d t o a dvi s e FmHA i n
ma j o r po l i c y a r e a s .

12. Su s pe nd t h e FmHA gua r a nt e e pr ogr a m i n f a v o r of t h e Fe de r a l Hous i ng
Ad mi n i s t r a t i on pr ogr a m. Ke e p t h e gua r a nt e e l oa n pr ogr a m f o r a bove
mode r a t e i nc c me f a mi l i e s .

CHAPTER VI I I . COMPREHENSI VE I NDI AN HOUSI NG PROGRAM

NHC r e c omme nda t i on s a r e ba s e d o n t he f ol l owi n g goa l s - - t he oppor t uni t y
f o r de c e nt h ous i ng a nd a s ui t a bl e l i vi ng e nv i r o nme nt f o r I n di a n pe opl e . I n I n di a n
a r e a s , t he ne e d f o r hou s i n g i s j u s t a s gr e a t f o r pe opl e wi t h j ob s a s we l l a s pe opl e
wi t hout . The r e i s a pr e s s i ng ne e d f o r a c ompr e he ns i ve pr ogr a m t o pr ovi de a c on t i nu -
ous f l ow of f i n a nc i n g t h a t wi l l e n a bl e home bu i l di n g t o oc c u r on I ndi a n t r us t l a nd.
Fo r t ho s e pe opl e who c a n a f f o r d a n e c o nomi c r e n t , t h e r e s houl d be l e g i s l a t i on t h a t
a ut hor i z e s 1 0 0 pe r c e nt go ve r n me n t gua r a nt e e f o r t h e l ong- t e r m f i n a nc i ng. Th i s
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gua r a nt e e s houl d b e c oupl e d wi t h t h e a ppr opr i a t e s a f e g ua r ds t o a s s ur e t h a t b o t h t he
l e nd e r a n d t h e g ove r n me n t f ol l ow t he pol i c y o f non- a l i e n a t i o n o f t he t r u s t l a nd
s t a t us a s we l l a s t h e ne e d f o r pr ope r s a f e gua r ds f o r t he l e n de r a n d t h e Gove r nme nt .
The Bu r e a u of I ndi a n Af f a i r s l i mi t e d b ut di r e c t r e p a i r a nd r e nova t i on pr og r a m, t he
Hou s i ng I mp r ov e me nt Pr og r a m ( HI P) , s houl d a l s o b e i nc l ude d i n t hi s c ompr e he ns i ve
a pp r o a c h a nd t h e a pp r o pr i a t i on i nc r e a s e d t o pr a c t i c a l a nd s ui t a bl e l e ve l s . Th i s
pr ogr a m s houl d be di r e c t e d t o wa r d r e pa i r s a nd pr ovi di ng f o r ne w hous i ng onl y i n
i s ol a t e d c i r c u ms t a n c e s whe r e pr oj e c t t yp e d e ve l opme nt s , a g e , i nc o me o r l oc a t i on i s
s o di s t i nc t o r pr ohi bi t i ve a s t o ma ke t h e ge ne r a l s ubs i di z e d a ut hor i t y unwor ka bl e
o r une c onomi c a l .

The a u t h or i t y o f t h e I nd i a n He a l t h Se r vi c e s houl d be r e t a i ne d a nd c ombi ne d
. wi t h t h i s c ompr e he ns i ve a p p r o a c h i n or de r t h a t a s i ngl e di r e c t i on c a n be a c hi e ve d.

The Admi n i s t r a t i on s houl d pr ovi de a c ont i nu i n g, c ompr e he ns i ve hou s i n g pr o-
g r a m f o r I n di a n s t h a t wi l l pr oduc e 7 , 0 00 ne w uni t s a n d 2 , 00 0 hous i ng r e pa i r s p e r
ye a r . The bu l k o f t he pr o gr a m, s ome 5 , 0 00 u ni t s , s houl d c ont i nue t o pr ovi de s u bs i -
di e s s i mi l a r t o t ho s e of t h e l ow- r e n t hous i ng pr ogr a m now i n wi de us e i n I nd i a n a r e a s .
The r e s houl d a l s o b e pr ovi s i on f o r s h a l l o we r s u bs i dy pr og r a ms , a s we l l a s gua r a nt e e
a ut ho r i t y , f o r I n di a n pe opl e wh o a r e upwa r dl y mo bi l e , o r a l r e a d y ha ve s uf f i c i e nt
i nc one t o a f f or d ho us i n g, b u t who l i ve whe r e no r ma l s our c e s o f mor t ga ge f i n a n c i n g
a r e not a v a i l a bl e .

Compr e he ns i ve l e gi s l a t i on s houl d us e t he e xi s t i ng l o c a l I nd i a n hous i ng
a ut ho r i t i e s a n d pr ovi de f un d s f o r upgr a di ng t he qua l i t y o f t h e i r ma na g e me nt . The
pr e s e nt f r a c t i ona l i z e d a p pr oa c h t o s ol vi n g I ndi a n hous i ng pr obl e ms s houl d be c e n -
t e r e d i n t he I nt e r i or De pa r t me nt be c a us e t he hous i ng i s ge ne r a l l y l oc a t e d on t r us t
l a nds . HUD a nd HEW woul d a l s o c ont i nue t o ha ve s ubs t a nt i a l r e s pons i bi l i t y f o r t h e
pr ogr a m.

CHAPTER I X. REHABI LI TATI ON TO I MPROVE EYI STI NG HOUSI NG, I NCLUDI NG SECTI ON 3 1 2
AND PUBLI C HOUSI NG.

a . Se c t i o n 3 1 2 Pr ogr a m f o r Re ha bi l i t a t i on Sh oul d b e Ex t e nd e d wi t h Ad di t i o na l
Au t h or i z a t i on s

The Se c t i on 3 1 2 r e ha b i l i t a t i on pr ogr a m s houl d b e e xt e nde d t hr oug h Fi s c a l
Ye a r 1 9 8 0 a nd pr ovi de s u f f i c i e nt ne w f un d i n g a u t h or i t y a t a l e v e l a t l e a s t e q u a l t o •
$ 7 5 mi l l i on a nn ua l l y . Be c a us e of t h e c r i t i c a l ne e d f o r r e ha bi l i t a t i o n, t he Se c t i on
3 1 2 pr ogr a m s houl d c on t i nu e i nd e pe nde nt o f t he Commu ni t y De ve l opme nt Pr o gr a m f undi ng.
The Se c t i on 3 1 2 pr ogr a m i s t h e o nl y vi a bl e pr i va t e pr ogr a m a va i l a b l e t o a c hi e ve t he
ne e de d r e ha bi l i t a t i on.

De s pi t e HUD pr oc e s s i ng di f f i c ul t i e s f r o m i n s u f f i c i e nt s t a f f , t h e Se c t i on 3 1 2
pr ogr a m i s mo s t s uc c e s s f ul a n d c os t - e f f e c t i ve . De ma nd i s e xt r e me l y hi gh be c a us e
c ommuni t i e s ne e d i t a s a s uppl e me nt t o r e ha bi l i t a t i on a c t i vi t i e s pl a nne d u nd e r c om-
mun i t y de ve l opme nt .

Ac c or di ng l y , t h e 3 1 2 pr ogr a m s houl d b e f u n d e d, a s s t a t e d a b o v e , a n d , e x c e pt
i n un us ua l c a s e s , e a r l y l o a n c ommi t me n t pr oc e dur e s s houl d be r e pl a c e d b y l o a n c ommi t -
me n t s r e l a t e d t o a c t u a l a pp l i c a t i ons . Fu n ds s houl d b e di s bu r s e d o n a f i s c a l ye a r
ba s i s , r a t he r t ha n qua r t e r l y . Add i t i on a l HUD s t a f f s houl d b e pr ovi de d a n d a de qua t e l y
t r a i n e d t o a d mi ni s t e r t h e 3 1 2 pr o gr a m o n a c ont i nui ng ba s i s .

8 6 - 0 8 5 0 - 7 7 - pt . 3 - 1 7
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By pr ovi di ng a s s i s t a nc e f o r r e ha bi l i t a t i on t o pe opl e who c a nno t a f f or d t o
ma ke n e c e s s a r y i mpr ov e me nt s , we c a n pr e s e r ve a n d i mpr ove t he hous i ng s t oc k. Thi s
s houl d ma k e i t pos s i bl e f o r s ome o f t he e l de r l y a nd ot he r s t o s t a y i n t h e i r pr e s e nt
h ous i ng i f i t c a n be pr ope r l y r e ha bi l i t a t e d wi t h mont hl y c ha r ge s t h a t t he y c a n a f f or d.

b. The Fol l owi ng Admi ni s t r a t i ve Ac t i o ns c a n b e Ta k e n I mme di a t e l y t o
Fa c i l i t a t e t he Ut i l i z a t i o n o f Cur r e nt Appr opr i a t i on s

1 . Re vi s e a n d i s s ue Se c t i on 8 r e gul a t i ons on ma j o r r e ha bi l i t a t i on i nc l u d -
i n g a r e vi e w o f t h e a l l oc a t i o n o f f u n d s , i n or de r t o s t r e ngt he n l o c a l u r ba n r e v i -
t a l i z a t i o n e f f or t s .

2 . Re v i s e a nd i s s ue i mme d i a t e l y publ i c hou s i ng mode r ni z a t i o n r e gul a t i ons
a nd r e vi e w a l l oc a t i ons i n or de r t o t a r ge t t he f u n d s on mode r ni z a t i on pr ogr a ms t h a t
c a n be qui c kl y i ni t i a t e d a n d c omp l e t e d.

3. Re s c i nd pr opos e d r e gul a t i ons l i mi t i ng t h e c a pa c i t y o f l oc a l g ove r nme nt s
t o r e qui s i t i on l u mp s um a mo un t s u nd e r c ommun i t y de v e l opme nt whi c h s u ms a r e pr opos e d
t o be ut i l i z e d f o r f un di ng l o c a l r e ha bi l i t a t i on l o a n pr ogr a ms .

4. De c e nt r a l i z e , t h r o ug h c o nt r a c t s o r o t h e r wi s e , t o l oc a l i n s t i t ut i ons
t h e pr oc e s s i ng o f 3 1 2 l o a ns i n or de r t o f a c i l i t a t e t h e i r ut i l i z a t i on. Exi s t i ng
b a c k l og c oul d e a s i l y be c l e a r e d u p i f HUD we r e t o e xpa n d t h e l o c a l " s e l f a pp r o va l "
pr oc e s s t o a l l o f t he c ommuni t i e s whi c h ha ve s uf f i c i e nt s t a f f e xpe r t i s e i n t h i s a r e a .

5. Ac t i va t e mor e r e a l i s t i c ope r a t i ng s ubs i dy pr ogr a ms f o r publ i c hous i ng
a nd FBA s u bs i di z e d uni t s whi c h wi l l pe r mi t a de qua t e ma i nt e na nc e o f pr ope r t i e s a nd
s e r vi c e s wi t hout i n c r e a s i ng r e n t s be y on d t h e r e a c h o f t h e r e s i de nt s .

6. HUD s houl d pr ovi de a p pr op r i a t e t r a i ni ng a n d e xpe r i e nc e d pe r s on ne l c om-
mi t me nt f o r t he a d mi ni s t r a t i o n o f t h e Se c t i on 3 1 2 pr ogr a m.

7. HUD s houl d t a ke n e c e s s a r y a dmi ni s t r a t i ve s t e p s t o i n s ur e t ha t c o mmun i t y
de ve l opme n t bl o c k gr a nt f u nd s a l l oc a t e d f o r r e ha bi l i t a t i on a nd c on s e r va t i on a c t i vi -
t i e s a r e e f f e c t i ve l y c oo r di n a t e d wi t hi n l o c a l ne i ghbor hoo ds .

8. HUD s houl d pr ovi de g r e a t e r t e c h ni c a l a s s i s t a nc e t o l oc a l i t i e s t o e na bl e
t he m t o unde r t a ke r e ha b i l i t a t i o n pr ogr a ms .

9. HUD s h oul d pr ovi de c o or di na t i on wi t h Sma l l Bus i ne s s Ad mi ni s t r a t i on ( SBA)
a n d o t he r Fe de r a l a ge n c i e s i n o r d e r t o i mpr ove t he de l i ve r y o f Fe de r a l c on s e r va t i on
a nd r e h a bi l i t a t i on a s s i s t a nc e .

c . The Fol l owi ng Aut ho r i 7 5n g o r Appr opr i a t i ng Ac t i on s Shoul d Be I ni t i a t e d
I mme di a t e l y t o f a c i l i t a t e t h e Re ha bi l i t a t i o n, Mo de r ni z a t i o n a n d Ma i nt e -
na nc e o f Low I nc o me Ho u s i n g :

1. Appr opr i a t e u n de r e x i s t i ng a u t ho r i z a t i o ns $ 2 5 mi l l i o n a dd i t i o n a l c o n-
t r a c t a u t ho r i t y f o r publ i c ho us i ng mod e r n i z a t i on.

2. Pr ovi de s up pl e me n t a r y a p pr o pr i a t i ons f o r a de q ua t e ope r a t i ng s ubs i dy
f u n d s t o me e t t he ne t " pe r f o r ma n c e f u nd i ng s ys t e m" r e qui r e me nt s a n d a ppr o pr i a t i ons
ne c e s s a r y t o i ni t i a t e a n e f f e c t i ve de f e r r e d ma i nt e n a nc e pr ogr a m.

0
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3. Congr e s s s houl d pa s s t h e Na t i ona l Ne i ghbor hood Pol i c y Ac t , a nd HUD
s houl d c l a r i f y i t s or ga ni z a t i on a l s t r uc t ur e i n or d e r t o pr ovi de a c l e a r f o c a l poi nt
f o r a s s i s t e d r e ha bi l i t a t i on a c t i vi t i e s .

4. Se c t i on 3 1 2 s houl d be e xt e nde d f o r a pe r i od o f a t l e a s t t hr e e ye a r s
wi t h a n a nn ua l f un di n g l e ve l of a t l e a s t $ 1 5 0 mi l l i on.

5. Ne w r e ha bi l i t a t i on pr ogr a m s houl d b e e na c t e d t o pr ovi de ( a ) i mpr ove d
i nc e nt i ve s f o r pr i va t e s e c t or pa r t i c i pa t i on r e ha bi l i t a t i on f i na n c i ng a n d ( b ) wor k-
a bl e mor t ga ge i ns ur a nc e pr ogr a ms f o r hous i ng r e ha bi l i t a t i on a nd r e f i na nc i ng.

d. Re ha bi l i t a t i on Un de r Ot he r HUD Pr ogr a ms

As s i s t a nc e a nd f i na nc i n g s houl d be pr ovi de d un de r o t he r HUD pr ogr a ms f o r
r e ha bi l i t a t i on t o pr e s e r ve a n d i mpr ove e x i s t i ng hous i ng. Thi s i nc l ud e s a s s i s t a nc e
a nd f i na nc i ng un de r Se c t i ons 2 3 6 , 2 21( d) ( 3) , 2 0 2 , a nd Se c t i on 8. I t a l s o i nc l ud e s

f i na n c i ng of una s s i s t e d hou s i ng wi t h FHA i ns ur a n c e u nde r a l l a pp l i c a bl e pr ogr a ms .

CHAYTER X. ASSI STED HOUSI NG PROJ ECTS SHOULD ENCOURAGE ECONOMI C I NTEGRATI ON
TO PRODUCE BETTER COMMUNI TI ES

The 1 97 4 Hous i ng Ac t c o nt a i n s va r i ous pr ovi s i ons on t he di f f e r e nt pr ogr a ms t o
a c hi e ve a n e c onomi c mi x i n a s s i s t e d hou s i ng de ve l opme nt s . Thi s i s r e c ogni z e d a s a
ma j or me a ns of a c hi e v i ng s ound a n d whol e s ome c ommun i t i e s - - not j us t hous i ng. Un-
he a l t hy c ommuni t i e s a r e of t e n c r e a t e d whe n de ve l opme nt s a r e oc c upi e d s ol e l y by a
s t r a t i f i e d l ow- i nc ome g r o u p wi t h ma n y de pr i ve d f a mi l i e s who ha ve s e r i ous s oc i a l
pr obl e ms . A br oa d r a nge o f i nc o me s wi l l i nc l ud e pe opl e wi t h upwa r d mobi l i t y who
c a n pr ovi de l e a d e r s hi p i n de ve l opi ng good a n d s t a bl e c ommuni t i e s . We ha ve l ong a d -
voc a t e d t h i s pol i c y o f e c ono mi c i nt e gr a t i on i n a s s i s t e d hous i ng. NHC r e c omme nd s
ne c e s s a r y a c t i on t o h e l p e f f e c t ua t e t hi s obj e c t i ve .

As t o t h e publ i c hous i ng pr ogr a m, t h e 19 7 4 Hous i ng Ac t s i mi l a r l y pr ovi de s t h a t
hous i ng pr oj e c t s s houl d i n c l u de f a mi l i e s wi t h a br oa d r a nge o f i nc ome s . Howe ve r ,
a t l e a s t 2 0 % of t he uni t s i n a n y pr oj e c t a r e f o r ve r y l ow i nc ome f a mi l i e s , i . e . ,
t hos e wi t h i nc ome s not mor e t ha n 5 0 % of t he me di a n i nc ome i n t he a r e a . The Se c t i on
8 pr ogr a m c ont a i ns s i mi l a r pr ovi s i ons a nd 3 0 % a r e t o b e ve r y l ow i nc ome f a mi l i e s ,
on a na t i ona l ba s i s .

Se c t i on 2 0 2 hou s i ng a nd Se c t i on 2 3 6 hous i ng a r e a l s o t o s e r ve b ot h l ow a nd mod-
e r a t e i nc ome f a mi l i e s . Und e r Se c t i on 2 3 6 , 2 0 % o f un i t s a r e f o r ve r y l ow i nc o me
f a mi l i e s .

Re a l i s t i c a nd wor ka bl e i n c ome l i mi t s he l p a c h i e v e e c onomi c i nt e gr a t i on. Si n c e
i nc ome l i mi t s a r e ba s e d o n me di a n i nc ome i n a n a r e a , HUD' s me di a n - i nc ome de t e r mi na -
t i o ns mus t be a c c ur a t e . Fr e que nt r e de t e r mi na t i ons s houl d be ma de t o ke e p t he l i mi t s
c u r r e n t , pa r t i c ul a r l y whe n wa ge s a nd l i v i ng c o s t s r i s e r a pi dl y. I n c ome l i mi t s
s houl d not a p pl y a f t e r t h e i n i t i a l r e nt - up o f a n y a s s i s t e d pr ogr a ms . The r e qui r e -
me nt t o pa y a pe r c e nt a ge o f i nc o me i s a n a d e q ua t e pr ot e c t i on a g a i n s t a bu s e o f t he
a s s i s t e d pr ogr a ms .

I n pr e vi ous ye a r s , HUD r e c omme nde d me di a n i nc ome a s t he a ppr opr i a t e i n c ome l i mi t ,
s o a s t o e nc our a ge e c onomi c i nt e gr a t i on. By a l l owi ng t hi s l i mi t f o r onl y 2 0 % of a s -
s i s t e d u ni t s , HUD c a n be t t e r a c hi e ve a n e c onomi c mi x whi l e r e t a i ni ng 8 0 % f o r t hos e
o f l o we r i nc ome s .
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Th e pr opos e d a me n dme nt wi l l he l p f a mi l i e s whi c h a r e l a r ge l y s e l f - s uppor t i ng,
b u t ne e d s ome h e l p i n obt a i n i ng de c e nt hous i ng , pa r t i c ul a r l y wi t h c ur r e nt h i gh i n -
t e r e s t r a t e s a n d hi gh c os t s . As a ma t t e r o f e qui t y , hous i ng a s s i s t a nc e s houl d me e t
t h e ne e ds o f t he s e f a mi l i e s a s we l l d s t hos e o f l owe r i nc ome s .

Un de r t h e a p pl i c a b l e l e gi s l a t i ve f o r mul a , a s s i s t e d f a mi l i e s wi t h i n c ome s a bove
8 0 % o f me d i a n woul d pa y h i g h e r r e n t s , t hu s r e duc i ng t ot a l hous i ng a s s i s t a nc e . Th i s
wi l l h e l p f i n a nc i a l s t a bi l i t y a nd pr oduc e mor e pr oj e c t i n c c me t o me e t obl i ga t i ons .
Fi na l l y , i t wi l l a vo i d a g a p o f unf i l l e d hou s i ng ne e ds , pa r t i c ul a r l y i n t he s e c r i -
t i c a l t i me s whe n we ne e d t o br oa d e n t h e ma r ke t f o r hous i n g t o r e a c h t h os e who ne . A
s ome h e l p a nd t o s t i mul a t e pr oduc t i on a n d e mpl oyme nt .

CHAPTER XI . COOPERATI VE AND CONDOMI NI UM HOUSI NG

1. I NI ODUCTI ON

No t onl y i n ur ba n a r e a s whe r e mul t i f a mi l y hous i ng pr e d omi na t e s , bu t a l s o
i n ma ny s ubur ba n a n d r ur a l a r e a s , c oope r a t i ve a n d c ondomi ni um hous i ng a r e pr ovi di ng
mor e a nd mor e oppor t uni t i e s f o r home own e r s hi p i n mul t i f a mi l y s e t t i ngs . Fr om hi gh
r i s e s t o t own hous e s a n d ga r d e n a pa r t me n t s , c oope r a t i ve s a nd c ondomi ni ums a r e r a pi dl y
ga i ni ng i n popul a r i t y . The r e a r e a pp r ox i ma t e l y 1 , 7 00 , 0 00 c ondomi ni um a n d c oope r a t i ve
u ni t s t od a y c ompa r e d wi t h o nl y a b ou t 4 5 0 , 0 0 0 s uc h uni t s f i v e ye a r s a go .

2. CONDOMI NI UM HOUSI NG

The gr o wt h o f c on dOmi ni u m hous i ng ha s be e n ma i n l y a s a n a l t e r na t i ve t o t he
t r a di t i on a l s i ng l e - f a mi l y home . The HUD Se c t i on 23 4 pr ogr a m ha s pl a ye d a r e l a t i ve l y
mi n or r ol e i n t hi s de ve l opme nt . Pr i va t e s ou r c e s of f i na nc i n g, owr ki ng wi t h pr i va t e
mor t ga ge i ns ur a nc e c omp a ni e s ( EMI s ) ha ve pr ovi de d t h e ma j o r a mo un t s o f f i na nc i ng f o r
t he gr owt h o f c ondomi ni ums . Ho we v e r , c e r t a i n pr obl e ms r e ma i n, pa r t i c ul a r l y t hos e
a s s oc i a t e d wi t h t h e r e f i na nc i ng o f c ondomi ni um uni t s i n e xi s t i n g pr oj e c t s a nd c o n -
s u me r a bu s e s . HUD i s c ha i r i ng t he Ta s k For c e f o r St a nda r di z a t i on of Condomi ni um
Re qui r e me nt s . Th e Ta s k For c e i s ma de up o f HUD, t h e Ve t e r a ns Admi ni s t r a t i o n,
Fe d e r a l Na t i ona l Mo r t g a g e As s oc i a t i o n, a nd t h e Fe d e r a l Home Loa n Mor t ga t e Cor por a -
t i o n. I t s pur pos e i s t o s i mpl i f y t hr o ug h ma xi mu m s t a nda r di z a t i on t he l e g a l a n d
d oc ume nt a r y r e qui r e me nt s f o r c ondomi ni ums . NHC a pp r o ve s t h i s e f f or t t o a c hi e ve
uni f or m doc ume nt s f or a l l of t he s e a ge nc i e s . Howe v e r , t h e Ta s k For c e s houl d gi ve
gr e a t e mpha s i s t o r e qui r i ng a d di t i o n a l c o ns ume r pr ot e c t i ons f o r c ondomi ni um owne r s
a n d bu ye r s a s we l l a s g r e a t e r uni f or mi t y a n d wi de r a c c e pt a nc e a mo n g l e nde r s . The
a bo ve - de s c r i be d Ta s k For c e i s a r e s u l t o f t h e 1 97 4 Ho us i n g Ac t ' s r e qui r e me nt t h a t
HUD s t ud y a l l e ge d a b u s e s c onc e r n i ng c ondomi ni um hous i n g. As a r e s u l t o f HUD' s
s t u dy , Se c r e t a r y Hi l l s s t a t e d t h a t t h e a b u s e s we r e o f n o i n t e r e s t t o HUD a n d t ha t
t he s t a t e s s houl d pr ope r l y pr e ve nt a nd c o n t r o l s uc h a b us e s . Cha i r ma n Pr oxmi r e h a s
s e r i ou s l y que s t i one d t h i s f i nd i n g a n d NHC ur ge s t he ne w Admi ni s t r a t i on t o r e vi e w
t h i s c onc l us i on. I f t he Ta s k Fo r c e i s s u c c e s s f ul i n a c hi e vi ng uni f o r mi t y a mon g
a l l of t h e a b ove - me nt i o ne d gov e r nme nt - s pons or e d a g e n c i e s , c ondo mi ni um hous i ng wi l l
be mo r e a t t r a c t i ve . Howe ve r , a t t he s a me t i me HUD s houl d t a ke t he r e s pons i bi l i t y
f o r c e nt r a l i z i ng a n d r e gu l a t i ng a l l a s pe c t s o f c o ndomi ni um hou s i ng r e l a t i ng t o c on -
s ume r pr ot e c t i ons a n d a bu s e s .
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3. COOPERATI VE HOUSI NG

Coope r a t i ve ho us i ng ha s t r a di t i on a l l y s e r ve d a b r oa de r r a nge o f i nc o me
gr oups t h a n c ondomi ni um hous i ng. Luxur y c oope r a t i ve ho us i ng, s uc h a s t h e Wa t e r ga t e
Apa r t me nt s i n Wa s hi ng t on, D. C. , a n d t h e Uni t e d Na t i ons Pl a z a i n Ne w Yor k Ci t y , us e
c on ve nt i on a l f i na n c i ng l i ke c ondomi ni ums . Ho we ve r , c oope r a t i ve s a l s o s e r ve l ow a nd
mode r a t e i nc o me f a mi l i e s . Ov e r 2 0 0 , 00 0 uni t s o f c oope r a t i ve hous i ng ha ve be e n f i -
na nc e d wi t h HUD pr ogr a ms f o r l ow a nd mode r a t e i nc o me f a mi l i e s i n ma ny s t a t e s . NHC
r e c omme nds t h e f o l l o wi ng t o i nc r e a s e c oope r a t i ve home owne r s h i p oppor t uni t i e s f o r
l ow a nd mode r a t e i nc ome f a mi l i e s :

a . I mme di a t e I mpl e me nt a t i o n o f Se c t i o n 2 0 3 ( n )

Se c t i on 2 0 3 ( n ) b e c a me l a w i n l a t e 19 74 a n d pr ovi de s HUD i ns u r a nc e f o r
mor t ga g e s f i n a nc i ng t h e pur c ha s e o f c oope r a t i ve me mbe r s h i ps i n a n e xi s t i ng c oope r a -
t i ve ho us i ng pr oj e c t whos e mor t g a ge i s i ns u r e d b y HUD. Congr e s s s pe c i f i c a l l y s t a t e d
t ha t t h i s ne w pr ogr a m wa s t o ma k e c oope r a t i ve owne r s h i p c ompa r a bl e t o c ondomi ni um
owne r s hi p. Dr a f t r e gul a t i ons we r e publ i s he d t h i s s u mme r f o r Se c t i o n 2 03( n) , b u t t he
f i n a l r e gul a t i ons ha ve b e e n s t a l l e d b e c a us e o f t e c hn i c a l pr obl e ms . The ne w HUD Se c -
r e t a r y s houl d ma ke t h i s pr ogr a m a t o p pr i or i t y .

b . I mme di a t e I mpl e me n t a t i on of Se c t i o n 2 4 6

Se c t i o n 2 4 6 b e c a me l a w i n t h e s u mme r o f 1 9 74 , b ut dr a f t r e gul a t i ons
ha ve ne ve r e v e n b e e n publ i s he d f o r c omme nt . Se c t i o n 2 4 6 ma ke s c l e a r t ha t HUD c oul d
di s pos e of HUD- owne d mul t i f a mi l y pr ope r t y t o nonpr of i t c oope r a t i ve owne r s hi p. The
ne w Se c r e t a r y s houl d di r e c t t h e Of f i c e of Pr ope r t y Di s pos i t i on t o i mpl e me nt t h i s
pr ogr a m i mme di a t e l y i n or d e r t o gi ve a dd i t i o na l a l t e r na t i ve s i n de a l i ng wi t h t h e
pr obl e ms o f HUD- a c qui r e d pr ope r t i e s . The Cong r e s s i on a l Re por t s s t a t e d t ha t Congr e s s
a nt i c i pa t e d t ha t a s i gn i f i c a nt numbe r o f HUD pr ope r t i e s woul d b e di s pos e d of us i ng
t he pr ovi s i ons of Se c t i o n 246.

c . Re vi t a l i z a t i on of t h e Of f i c e o f Spe c i a l As s i s t a n t f o r Coo pe r a t i ve

l i ol ai na

The Hou s i ng Ac t Ame n dme n t o f 1 9 7 6 i nc l ude d a n a me n dme n t upda t i ng t h e
du t i e s o f t he Spe c i a l As s i s t a nt f o r Coope r a t i ve Hous i ng . Congr e s s t o o k s p e c i a l not e
o f t h e f a c t t ha t t h e s t a t u t e pr ovi di ng f o r t he Spe c i a l As s i s t a n t f o r Coo pe r a t i ve
Hou s i ng wa s not b e i n g f o l l o we d b y HUD; n a me l y , t h e l e g a l r e qui r e me nt f o r HUD t o
pr ovi de a f u l l - t i me Sp e c i a l As s i s t a n t wh o r e po r t s d i r e c t l y t o t h e YEA Commi s s i one r
a n d wi t h a de qua t e s t a f f t o ma ke s ur e t h a t a l l of t h e FHA p r ogr a ms f o r c oope r a t i ve s
a r e f ul l y ut i l i z e d a n d a d mi n i s t e r e d e f f i c i e nt l y . Th e p r i or Admi ni s t r a t i o n c o m-
pl e t e l y i gnor e d t h e e xi s t i n g s t a t u t e a n d t h e 1 9 7 6 a me nd me nt . NHC ur ge s t h e ne w
Admi ni s t r a t i o n t o f o l l o w t h e l e t t e r o f t h e l a w a n d pr ovi de f o r t h e Spe c i a l As s i s t a nt
f o r Coo pe r a t i ve Hous i ng wi t h a de qu a t e s t a f f a n d a ut ho r i t y t o a s s ur e t h a t a l l c oope r -
a t i ve ho us i ng pr ogr a ms a r e f ul l y i mpl e me n t e d a n d e f f i c i e n t l y a dmi ni s t e r e d.

d. Wor ka bl e Se c t i on 8 Pr ogr a m f o r Coope r a t i v e s

The l a w c r e a t i ng Se c t i o n 8 s pe c i f i c a l l y i nc l ude d c oope r a t i ve s a s a f o r m
of ho us i ng t o r e c e i ve Se c t i o n 8 a s s i s t a nc e . Ho we v e r , HUD' s c ur r e nt a dmi ni s t r a t i ve
p r oc e dur e s f o r Se c t i o n 8 ma k e i t i mp os s i bl e t o pr oduc e f a mi l y uni t s f o r c oope r a t i ve
ho us i ng . The f ol l owi ng c ha ng e s ne e d t o b e ma de i n or de r t o me e t t h e i nt e n t o f
Co ng r e s s :
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( 1 ) A Ch a ng e i n t h e r a nki ng a n d s e l e c t i on of Se c t i on 8 p r opos a l s
whi c h a r e di s c r i mi n a t i ng a g a i n s t c oope r a t i v e hous i ng b e c a u s e :

( a ) Pr i o r i t y i s g i ve n t o pr opos a l s whi c h a s k f o r 2 0 % o r l e s s
s ubs i dy. Bui l d e r s gua r a nt e e pa yme nt s f o r u p t o t wo ye a r s
On u ns ol d uni t s i n c oo pe r a t i ve s a t f i na l c l o s i ng , a nd t h e y
a r e un wi l l i ng t o ma k e t h i s g ua r a nt e e u nl e s s a l l o f t h e uni t s
a r e a v a i l a bl e t o r e c e i ve Se c t i o n 8 a s s i s t a nc e .

C O HUD gi v e s pr i or i t y a n d r a nki n g t o t ho s e pr opos a l s wi t h t h e
l owe s t pr opos e d c on t r a c t r e nt s . The s e l owe s t r e n t s wi l l not
s uppo r t l a r ge t ownh ous e f a mi l y uni t s a s r e qui r e d b y c o ope r a -
t i v e s a s di s t i ngu i s he d f r om s ma l l e r , l e s s c os t l y wa l k- up a n d
g a r d e n a pa r t me nt s . The Se c t i on 8 pr ogr a m s houl d not pe na l i z e
pr opos a l s de s i gne d t o me e t t h e ne e ds of f a mi l i e s .

( c) Se c t i o n 8 s i t e a n d ne i ghbor hood s t a nda r ds di s c r i mi na t e a ga i ns t
c oope r a t i ve s pr opos e d f o r u r ba n r e n e wa l a r e a s . Ur ba n r e ne wa l
a r e a s of t e n ha ve a pa r t i c ul a r l y hi gh mi no r i t y c o nc e nt r a t i on.
Ex i s t i ng s i t e a n d ne i ghbor hood s t a nda r ds f o r Se c t i on 8 pr e -
c l ude t h e pos s i bi l i t y o f us i n g Se c t i on 8 a s s i s t a nc e i n s uc h
a n e nvi r onme nt .

( 2 ) Compa r a bi l i t y t e s t . Coope r a t i ve hous i ng whi c h pr ovi de s home own e r -
s hi p s houl d b e c omp a r e d wi t h o t h e r FHA- i ns ur e d ho me own e r s hi p pr oj e c t s r a t h e r t h a n
wi t h r e n t a l pr oj e c t s . Th i s me a ns t he ma r ke t - r e n t c ompa r a bi l i t y t e s t s houl d be e l i m-
i n a t e d a s a n unde r wr i t i ng c r i t e r i on f o r c oo pe r a t i ve home owne r s hi p. At a mi ni mu m,
c oop e r a t i ve s s hou l d r e c e i ve a n a dj u s t me nt a l l owa nc e a s i s now done f o r e l de r l y
hou s i ng. Th e a d j us t me n t s ho ul d be l a r ge r t ha n t h e e l de r l y hous i ng a d j us t me nt t o
r e f l e c t t he ho me o wne r s h i p a n d a me n i t y va l ue s .

e . I mme di a t e I s s ua nc e o f Wor ka bl e Se c t i o n 2 3 6 Commi t me nt s o n
Pr e vi ous l y Fun de d Coope r a t i ve Pr oj e c t s

As s t a t e d i n Ch a pt e r I I , t h e r e a r e o v e r 23 , 0 00 uni t s o f Se c t i on 2 3 6
pr oj e c t s wi t h b ona f i d e pr e - J a nua r y 1973 c ommi t me n t s i nc l u di n g 1 6 , 0 00 uni t s t h a t
HUD s t i l l c ons i de r s f und e d. Ma n y of t he s e uni t s woul d pr ovi de f o r t h e c omp l e t i on
o f a l l t h e or i gi na l l y pl a nne d a nd a p pr ov e d s e c t i ons i n e x i s t i ng c oope r a t i ve hous i n g
pr oj e c t s . Th e c ompl e t i o n i s ne e de d i n o r d e r t o ut i l i z e c ommuni t y f a c i l i t i e s a nd
ot h e r a me n i t i e s or i gi na l l y pl a nne d i n pr o j e c t s pr i or t o t he mor a t or i um. Some o f
t he f und e d uni t s a r e de s i gn a t e d f o r l e f t - o ve r l a nd- bl oc ke d s i t e s . As r e c omme n de d
be f o r e , b y a dmi ni s t r a t i ve o r d e r , 2p e r a t i o n DI s b - Out s houl d be i mpl e me nt e d i mme d i a t e l y
t o i s s ue c ommi t me nt s whi c h r e f l e c t t he c o s t i n c r e a s e s wh i c h ha ve oc c u r r e d s i nc e
t h os e pr oj e c t s we r e or i gi n a l l y f un de d.

f . Le gi s l a t i ve Ac t i on s

( 1 ) Long- t e r m c o nt i nu a t i on o f t he Ta nd e m 2 3 Pr og r a m

Th e Ta n de m 2 3 pr ogr a m i s a bs ol ut e l y v i t a l f o r t he p r oduc t i on o f
no n- a s s i s t e d ne w c o ope r a t i v e hous i ng a s we l l a s c o ope r a t i ve ho us i n g r e c e i vi ng Se c t i o n
8 a s s i s t a nc e .
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( 2 ) Re a c t i va t i on of Coope r a t i ve Spe c i a l As s i s t a nc e Pr o gr a m

Dur i ng t h e e f f e c t i ve l i f e of ( NI NA Pr o gr a m 6, whi c h s t a r t e d Aug u s t
1 6 , 1955, t he t o t a l a mou nt o f mor t g a ge s pur c ha s e d b y GNMA wa s $3 6 5 mi l l i on. Th i s
f i gu r e r e pr e s e nt s a t ot a l o f 2 6 , 0 0 0 c oope r a t i ve dwe l l i n g uni t s . Thi s s pe c i a l a s s i s t -
a nc e pr ogr a m wa s dr oppe d on J u ne 3 0 , 1 9 6 4 b y Pr e s i de nt J ohns on. Pr e s e n t l y , be c a u s e
o f t he di s c ont i nua t i on of t he pr ogr a m, t he mo ne y b e i n g r e pa i d t o GNNA i s mor t ga ge
pa yme nt s f r o m t he s e c oope r a t i ve uni t s i s no t us e d t o f i na nc e ne w c oope r a t i ve hous i ng
mor t ga g e s . Th i s pr ogr a m s houl d b e r e a c t i va t e d a t onc e s o t h a t t he r e pa yme nt s woul d
be a n i mme d i a t e s our c e o f f i na n c i ng f o r ne w c oop e r a t i ve s a s or i gi na l l y i nt e nd e d.

( 3 ) Na t i on a l Co ns u me r Coope r a t i ve Ra nk Bi l l

On Fe b r ua r y 1 , 1977, t h e Na t i o na l Con s u me r Coo pe r a t i v e Ba nk Bi l l
wa s i nt r oduc e d i n t h e Hous e of Re pr e s e nt a t i ve s . Th i s Coope r a t i ve Ba nk, i f e s t a b-
l i s h e d, woul d pr ovi de b a dl y ne e de d f i n a nc i ng f o r a l l t y pe s o f c o ns ume r - or i e nt e d
c oop e r a t i ve s , i nc l ud i ng b ona f i de ho us i ng c oope r a t i ve s . The b a n k woul d b e a ut hor i z e d
t o ma ke l oa ns t o e l i gi bl e c oope r a t i ve bus i ne s s e s a t a r e duc e d l e ndi ng r a t e a nd woul d
h e l p f o s t e r c oope r a t i ve s t h r ou gho ut t h e c ount r y.

NHC r e c omme nds t h a t t h e Na t i on a l Co n s u me r Coope r a t i ve Ba nk Bi l l
( HR 2 7 7 7 ) b e pa s s e d, s o t h a t t h e l on g- ne e de d f i na n c i a l i ns t i t ut i o n, de s i gne d s pe c i -
f i c a l l y f o r c oo pe r a t i ve s , wi l l be e s t a bl i s he d.

g. Supp or t o f Coope r a t i ve Conve r s i o ns

Coope r a t i ve c o nve r s i ons pa r t i c ul a r l y i n i n n e r c i t y a r e a s r e qui r e mul t i -
f a c e t e d a s s i s t a nc e . Su c c e s s f ul t r a nc i t i on f r om pr i va t e l y- o wn e d , t hr e a t e n e d ( o r
de t e r i or a t i ng ) hous i ng t o a s t a bi l i z e d , f unc t i o ni n g c o ope r a t i ve l y- own e d a n d ope r a t e d
pr oj e c t r e qui r e s c o ns i de r a t i on of a n d a s s i s t a nc e f o r e a c h of s e v e r a l c ompo ne nt s s uc h
a s p l a nni ng, c c ns t r uc l i o n- pe r ma ne nt f i na n c i ng , de s i gn a nd c os t a n a l y s i s , ma na ge me nt
c a pa bi l i t y , t e n a n t - c oop e r a t or t r a i ni n g, r e g i on a l a nd na t i ona l e xc ha nge o f t e na n t -
c on s u me r c oope r a t i ve i n f o r ma t i o n, a nd a s pa r t of ur ba n r e vi t a l i z a t i on a nd ne i ghbo r -
hood c ons e r va t i on , t he r e s houl d be a r a nge of a i d s t o s e l f - he l p t e na nt - c o ns u me r -
c oope r a t i ve or i e nt e d or ga ni z a t i ons a s f o l l o ws :

( 1 ) Fi n a n c i a l a s s i s t a nc e f o r pr e l i mi na r y pl a nni ng a nd pr oc e s s i ng o f
t e n a nt - c o ns ume r - c oo pe r a t i ve c onv e r s i on pr oj e c t s .

( 2 ) Te c h ni c a l a s s i s t a nc e on de s i gn a n d c os t a n a l y s i s r e l a t e d t o s u c h
c onve r s i on e f f o r t s .

( 3 ) Te na nt or ga ni z a t i on a nd e duc a t i on t o e nc our a ge t r a i n i ng a n d f u l l
pa r t i c i pa t i on by l ow a nd mo de r a t e i n c o me pe r s ons i n c oo pe r a t i ve unde r t a ki ngs .

( 4 ) I n n e r c i t y ma n a g e me nt t r a i n i n g t o de ve l o p c a pa bi l i t i e s a n d t e c h -
ni que s t o f o s t e r b e t t e r ma i nt e na nc e a nd u p- gr a de t he qua l i t y of l i f e i n t e na nt -
c o ns u me r - c oope r a t i ve s .

( 5 ) Ar e a , r e gi ona l a nd na t i ona l e xc ha nge o f i nf or ma t i o n pe r t a i ni ng t o
t e n a nt - c o ns ume r - c oope r a t i ve pr o bl e ms , t e c h ni qu e s , i nn ova t i o ns a n d s ol ut i ons .

And f u r t h e r t ha t t h e s ubs i d y pr ogr a m ( Se c t i on s 8 , 236, 221( 5) ) pr ovi de a pp r o -
pr i a t i ons a nd a l l oc a t i ons s uf f i c i e n t t o a c hi e ve a s i g ni f i c a nt vol ume of c onve r s i ons
c omme ns u r a t e wi t h t he di me ns i ons of t he ur ba n pr obl e m.
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CHAPTER XI I . EQUAL HOUSI NG OPPORTUNI TY AND FREEDCM OF CHOI CE

1. NHC r e a f f i r ms i t s c ommi t me nt t o e q ua l oppor t uni t y f o r a l l Ame r i c a n f a mi l i e s
t o s e c ur e good hous i ng i n go od ne i ghbor hoods . Eq ua l oppor t uni t y i n ho us i ng i s now
t h e l a w o f t h e l a n d - - bo t h b y s t a t ut e a n d b y c o ur t de c r e e . Ye t t hi s oppor t uni t y
i s s t i l l de ni e d t o mi l l i o ns o f Ame r i c a n f a mi l i e s t hr ou gho ut e v e r y s e c t i on of t he
l a nd be c a us e o f t h e i r s e x , r a c e , c o l or , c r e e d or na t i on a l or i g i n, o r be c a us e o f t h e
my t h whi c h e xi s t s a s t o t h e i r de s i r e o r a b i l i t y t o pa y f o r a n d ma i nt a i n good home s .
To ove r c ome t h i s de n i a l o f o ppor t uni t y a n d t o di s s i pa t e t he s e my t h s , a n ur ge nt t a s k
i s f a c i ng t he na t i on.

2. NHC ha s l on g s uppor t e d t he pr i nc i pl e o f a c omp e t i t i ve hou s i n g ma r ke t o pe n
t o f r e e ba r g a i n i ng b y a l l pe opl e wi t hout r e ga r d t o r a c i a l o r e t hn i c ba c kg r oun d.
Ma n y l oc a l i t i e s ha ve b e e n l i mi t e d i n a c h i e v i n g t hi s ob j e c t i ve , h owe v e r ,
be c a us e o f i n a de q ua t e s upp l i e s o f l o w a nd mode r a t e c o s t l i v i n g a c c ommo da t i on s a n d
t he c on ge s t i on o f ma ny mi n or i t y gr o ups i n l i mi t e d s e c t i ons o f t h e c ommu ni t y.

3. NHC, i n f ur t h e r a nc e o f i t s c ommi t me n t t o e q u a l oppo r t un i t y h e r e b y s uppor t s
t h e pur pos e s o f t he Fa i r Hou s i ng Ame nd me n t s Ac t o f 1977, a s c ont a i ne d i n HR 3 5 0 4 ,
t o pr ovi de ne e de d s t r e ngt h e ni ng t o t h e Fe d e r a l Go ve r n me n t ' s e f f or t s t o a s s ur e e q u a l
ho us i ng oppo r t uni t i e s f o r a l l Ame r i c a n s a n d c a l l s f o r e a r l y e na c t me nt o f s u c h
l e gi s l a t i on.

CHAPTER XI I I . ENCOURAGE ENERGY CONSERVATI ON I N HOUSI NG

Ma n y bi l l s ha ve be e n i nt r oduc e d i n Cong r e s s bo t h l a s t ye a r a nd t h i s ye a r t o
e nc our a ge t h e pur c ha s e a n d i ns t a l l a t i o n o f e n e r gy c ons e r va t i on i mp r ov e me nt s i n e x-
i s t i ng r e s i d e nt i a l hous i ng. The unu s ua l l y c ol d wi n t e r i n 1 9 7 6 - 7 e mp ha s i z e d t h i s
c r i t i c a l ne e d f o r s pe e d y a n d s we e pi n g a c t i o n t o a v o i d r e p e t i t i on o f t he n a t u r a l ga s
s ho r t a g e , a nd t he u ne mp l oyme nt a n d d i s c omf or t c a us e d b y t he s hor t a ge . We ur ge b o t h
t he Admi n i s t r a t i o n a n d Congr e s s t o c oor di na t e e f f or t s t o p a s s s u c h l a ws a n d t o a d -
mi n i s t e r t he m a ggr e s s i ve l y.

We a p pl a ud NUD' s c ont r a c t s a n d g r a n t s ma de t o de t e r mi ne t he e c on omi c a n d t e c h -
ni c a l f e a s i b i l i t y of ut i l i z i ng s o l a r e ne r g y f o r he a t i n g a nd c ool i n g r e s i d e nt i a l
hous i ng. We hope t ha t HUD wi l l mo n i t or t h e out c ome o f i t s de mons t r a t i ons a nd s e e k
t o a p pl y t h e ne w t e c hn ol ogy de r i ve d a s q ui c kl y a s pos s i bl e t o s i ng l e - a n d mul t i -
f a mi l y ho us i ng t hr ou gh ou t t he Uni t e d St a t e s .

NHC ur ge s t ha t a l l me a s ur e s de s i gn e d t o pr omot e e n e r gy c ons e r va t i on t a k e i n t o
a c c o un t t h e c a p i t a l e xp e n di t ur e s r e qui r e d b y t h e ne w r e qui r e me n t s . The r e s houl d b e
a f i nd i n g t h a t t he c o s t o f a n y s u c h c a pi t a l e xpe ndi t ur e s no t e x c e e d t h e be ne f i t s
t ha t c a n b e de r i ve d f r om t h e m.

CHAPTER XI V. MATERI ALS FOR HOUSI NG

Equ a l l y i mp or t a nt wi t h a d e q ua t e f i na nc i n g f o r k e e p i ng h ou s i ng c os t s wi t hi n t h e
r e a c h o f l ow a n d mode r a t e i nc o me f a mi l i e s , a nd f o r ma i nt a i ni n g e mpl o yme nt i n t he
bu i l d i ng t r a de s , i s t h e n e e d f o r HUD, ALr i c ul t ur e a n d o t h e r e l e me nt s o f Go ve r nme n t ,
i nc l ud i ng t he Con gr e s s , t o t a k e wha t e ve r a c t i on ma y be ne c e s s a r y a n d a p pr opr i a t e
t o a s s ur e a s t e a dy f l o w o f b ui l di ng ma t e r i a l s f o r h ous i n g a n d r e l a t e d c ons t r uc t i on.
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Th i s i s e s pe c i a l l y i mp or t a n t wi t h r e s pe c t t o t h e s up pl y of t i mb e r f r o m Na t i on a l
Fo r e s t s , a b a s i c s our c e o f s of t wood c ons t r uc t i on l umb e r , pl ywood a nd ot h e r wood p r o-
duc t s .

NEC r e c omme nds t ha t Congr e s s a nd t h e ne w Ca r t e r Admi ni s t r a t i o n i mp l e me n t f ul l y
t he Na t i on a l For e s t Ma na g e me n t Ac t o f 19 76 a n d t he Re s our c e s Pl a n ni ng Ac t o f 19 74 wi t h
ne c e s s a r y a pp r opr i a t i o ns a n d e xpe di t i on o f a dmi ni s t r a t i ve de c i s i ons .

CHAPTER XV. SPECI AL HOUSI NG CENSUS I S NEEDED

The r e i s a gr e a t ne e d f o r b e t t e r da t a on na t i on a l a nd l o c a l ne e ds f o r hous i ng.
The 1 9 70 Ce ns us di d not s uppl y c ompr e he ns i ve i nf or ma t i on a bo u t ho us i ng c ondi t i ons a nd
ne e ds . Fu r t h e r , t h e i nf or ma t i o n i s no l o n ge r r e l e va nt be c a us e o f t h e ma j o r c ha nge s
s i nc e t h e Ce ns us .

NBC r e c omme nds t h a t Co ngr e s s a u t ho r i z e f u nd s f o r a s p e c i a l ho us i ng Ce ns us whi c h
c a n b e t he b a s i s f o r Cong r e s s i on a l c ons i de r a t i on on f ut u r e hous i ng a p pr o pr i a t i o ns ,
pr ogr a ms a n d goa l s .

CHAPTER XVI . ADDI TI ONAL ASSI STANCE TO SAVE NEW CCMMUNI TI ES PROGRAM

The Ne w Communi t i e s Pr o gr a m o f HUD, wi t h s t i mul us f r o m Ti t l e VI I of t h e Hous i ng
a n d Ur ba n De ve l op me nt Ac t of 1 9 7 0 ( " Ti t l e VI I " ) wa s a pr omi s i ng a p pr o a c h t o s ol ve ma ny
of t he s o c i a l obj e c t i ve s a n d t o r e qui r e me nt s i n hous i ng a nd c ommu ni t y de ve l opme nt . As
a de mo ns t r a t i on p r ogr a m, i t wa s t o ha ve Fe de r a l s uppor t t hr oug h ( 1 ) g r a n t s f o r publ i c
s e r vi c e s a nd f a c i l i t i e s , s p e c i a l pl a nni ng gr a nt s a nd s uppl e me nt a r y g r a nt s , ( 2 ) s e t -
a s i de o f hous i ng a s s i s t a nc e , a n d ( 3 ) l oa ns t o ne w c ommuni t y de v e l ope r s t o a s s i s t t he m
i n ma k i ng i nt e r e s t pa yme nt s on i nde b t e dn e s s i nc ur r e d t o f i na nc e ne w c ommuni t y de ve l op -
me nt s a ppr ove d b y HUD.

HUD f a i l e d t o f ol l ow t hr ou gh wi t h t he pur pos e a n d i nt e n t o f t h e Pr ogr a m. I n f a c t ,
HUD' s f u nd i n g a n d s uppor t wa s c ut of f j us t a t t h e c r i t i c a l t i me - - a f t e r ma j o r i nv e s t -
me n t s ha d b e e n ma d e b y de v e l ope r s a n d ot he r s who ha d r e l i e d up on HUD' s us e o f i t s e x-
i s t i n g a u t hor i t y t o b a c k t h e Pr ogr a m. NEC ur ge s HUD t o t a ke a l l pos s i bl e me a s ur e s t o
c ompl e t e t he a pp r ove d ne w c ommuni t i e s a s or i gi na l l y pl a nne d. Th i s i s ne c e s s a r y t o p r o-
t e c t t he t r e me nd ous i nve s t me nt ma d e b y f a mi l i e s who ha ve move d t o ne w c ommuni t i e s . I f
HUD do e s not c a r r y out i t s or i gi n a l p r ogr a ms , no t onl y wi l l t h e ne w c ommuni t y de ve l op -
e r s s uf f e r s ub s t a nt i a l l os s e s , b ut t h e t hous a nds of f a mi l i e s who move d i n t o t he s e ne w
c ommuni t i e s c oul d s uf f e r . The ne w c ommuni t i e s ha ve s uf f e r e d gr e a t l y b y b e i ng de pr i ve d
o f t he s e i nt e nde d g r a n t s a n d a i ds . Th e y we r e a l s o dr a s t i c a l l y hur t b y t h e d e e p r e c e s -
s i on a n d h i gh mor t ga ge i nt e r e s t r a t e s whi c h c ombi ne d t o s o f t e n r e a l e s t a t e ma r k e t s a n d
di s c our a ge de v e l ope r s f r o m unde r t a ki ng ne w ho us i ng s t a r t s .

I t i s not t o o l a t e t o s a ve t he ne w c ommuni t i e s whi c h a r e now di s t r e s s e d a nd f a c i n g
f o r e c l o s ur e , b u t t h i s c a n onl y b e a c c ompl i s he d i f t h e a ut h or i z e d a n d pr omi s e d Fe de r a l
s uppor t i s f or t hc omi n g. I t i s unt hi nka bl e t ha t t h e e nt i r e Ti t l e VI I pr ogr a m woul d b e
a ba n done d i n mi d - s t r e a m, l e a vi ng i n d e s p a i r t hos e who pur c ha s e d t h e i r hc me s i n ne w c o m-
muni t i e s i n r e l i a nc e upon HUD' s s uppor t t o a s s ur e t h e c ont i nue d ope r a t i on a n d c ompl e -
t i on of t ho s e ne w c ommuni t i e s . I n ma ny o f t he ne w c ommuni t i e s , s u c h c ont i nue d HUD a s -
s i s t a nc e i s ne c e s s a r y t o a s s ur e t h e c ont i nua nc e of b a s i c s e r vi c e s s u c h a s wa t e r a nd
s e we r s e r vi c e s . Ne w c ommuni t y de ve l ope r s of t e n s ubs i di z e t he s e s e r vi c e s u nt i l t he r e
i s s uf f i c i e nt g r owt h i n t he ne w c ommuni t i e s t o s uppor t t h e s e r vi c e s f r om ut i l i t y i nc ome
o r l oc a l t a x e s , but t he f u nd s o f mo s t de v e l ope r s f o r t hi s pur pos e a r e now e xha us t e d o r
ne a r l y e xha us t e d.

We r e c omme nd t ha t Co ngr e s s ma nda t e HUD t o ut i l i z e i t s f u l l a u t hor i t y u nd e r Ti t l e
VI I a nd t he 19 74 Hous i ng Ac t t o ma ke ne c e s s a r y gr a nt f u nd s a nd ot he r a ut hor i z e d a s -
i s t a nc e a va i l a b l e t o ne w e ommuni t i e s t o k e e p f a i t h wi t h t he m a nd h e l p r e s t or e t h e i r
f i na n c i a l s t a bi l i t y . Su c h a c t i o n i s ur ge nt l y ne e de d t o c a r r y out t he i nt e nt o f Ti t l e
VI I r e l a t i ng t o Ur ba n Gr owt h a nd Ne w Communi t y De ve l opme nt .
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PAFT B. COMMUNI TY DEVELOPMENT
* /

REVI TALI ZI NG OUR CI TI ES: AN AGENDA FOR THE NEXT DECADE—

I n e a r l i e r s e c t i o ns o f t h e s e r e s o l ut i o ns we pr op os e d s h o r t a n d l o n g e r r a ng e t a r -
g e t s f o r a c o mp r e h e n s i v e n a t i o n a l h o u s i n g p r o gr a m. Th i s i s a s i ne qua non o f a n y e f -
f o r t t o i mp r o ve t h e l i v i n g c o n d i t i o n s o f t h e mi l l i o n s o f Ame r i c a n s s t i l l l i v i n g i n p o o r
h o u s i n g i n a l l o f o u r o l d e r u r b a n a r e a s . Su c h a h o u s i n g pr og r a m c a n n o t s uc c e e d i n t h e
a b s e n c e o f a p a r a l l e l a n d c o o r di n a t e d a t t a c k o n t h e p r ob l e ms o f b l i g h t , d e t e r i o r a t i o n
a n d o b s o l e s c e n c e wh i c h c h a r a c t e r i z e t o o g r e a t a p r o p o r t i o n o f Ame r i c a n c i t i e s . I f we
d o n o t a p p r o a c h t h e pr o b l e ms o f o u r c i t i e s wi t h a ma s s i v e a n d c a r e f u l l y pl a nn e d pr o -
g r a m, we s h a l l s o o n f i n d o u r s e l v e s t o b e a n a t i o n o f s u b u r b s a n d r u r a l a r e a s wi t h o u r
o l d u r b a n c e n t e r s r e l e g a t e d t o t h e r o l e o f c a r e t a k e r s f o r t h e p oo r a n d t h e e l d e r l y , a n d
i n t e r e s t i n t h e m c o n f i n e d t o t h e h i s t o r i a n s a n d a r c h e o l o g i s t s .

An y p r o g r a m f o r i mp r o v i n g c i t i e s mu s t a d d r e s s i t s e l f f i r s t a nd f o r e mo s t t o r e s t o r -
i n g t h e e c o n o mi c v i t a l i t y o f t he c i t y a n d t o i mp r o v i n g ho u s i n g a n d n e i gh b o r ho o d p r e s e r -
v a t i o n , r e h a b i l i t a t i o n , ne w c o n s t r u c t i o n . . . a l l p e r f or me d i n a p a r t n e r s h i p o f t h e l o c a l
c o mmu n i t y , t h e p ub l i c s e c t o r a n d t h e p r i v a t e s e c t o r . Ci t y r e v i t a l i z a t i o n me a n s t h a t
c e n t r a l a n d n e i g h b o r h o o d b u s i n e s s di s t r i c t s mu s t b e i mp r o v e d ; c u l t u r a l , r e c r e a t i o n a l
a n d e d u c a t i o n a l f a c i l i t i e s e n h a n c e d ; a n d ne w j ob a n d b u s i n e s s o p p o r t u ni t i e s e n c o u r a g e d .
Th e r e mu s t b e s o c i a l , h e a l t h , i n c o me s , e mp l o y me n t a n d e d u c a t i o n a l p r o gr a ms t h a t b e c o me
pa r t a n d p a r c e l o f t h e t o t a l c o mmi t me n t t o ma k e o u r c i t i e s b l o s s o m a g a i n .

We ha v e l e a r n e d t h r o u g h p a i n f u l e x p e r i e n c e t h a t c o mp l e t e l y s c r a p p i n g ol d p r o g r a ms
b e f o r e we a r e r e a d y t o e mb a r k o n n e w o n e s i s a mo s t f r u s t r a t i n g wa y t o i mp r o v e c i t i e s .
Fo r t h i s r e a s on o u r r e s o l u t i o n s a d d r e s s t h e ms e l v e s f i r s t t o s h o r t r a n g e go a l s f o r i m-
p r o v i ng o u r e x i s t i n g p r o g r a ms ; a n d t h e n t o o u r p r o p o s a l s f o r l o n g e r r a n ge a p p r o a c h e s
t h a t s h o u l d b e c o n s i d e r e d b y t h e Ad mi n i s t r a t i o n a n d t h e Co ng r e s s . Onc e t h e l o n g e r
r a n ge p r o g r a ms h a v e pr ov e d t h e ms e l v e s , i t mi g h t a t t h a t t i me b e de s i r a b l e t o r e v i s e
o r p ha s e o ut s ome o f t h e o l d e r l e s s e f f e c t i v e p r og r a ms .

CHAPTER I . TEE COMMUNI TY DEVELOPMENT ( CD) PROGRAM

A. Re vi e w o f t h e Fi r s t Two Ye a r s Si n c e I n i t i a l I mp l e me n t a t i o n

Th e f o l l o wi n g c o n c l u s i o n s ma y b e s u g g e s t e d :

1. Th e i n c r e a s e d l o c a l f l e x i b i l i t y h a s b e e n h e l p f u l i n s ome i n s t a n c e s a n d
h a s c a u s e d a d i f f u s i o n o f e f f o r t i n ma n y o t h e r s ;

2. Al t h o u g h HUD p e r f o r me d a c o mme n d a b l e j ob i n g e t t i n g t h e p r o g r a m s t a r t e d
q u i c k l y , t h e r e i s a n e e d f o r i n c r e a s e d l e a d e r s h i p a n d d i r e c t i o n f r o m HUD;

3. Th e r e i s a n i n c r e a s i n g l y wi d e n i n g g a p b e t we e n l o c a l n e e d s a n d a v a i l a b l e
p r o gr a m r e s o u r c e s ;

4. Th e f u n d a l l o c a t i o n s c h e me ha s o n l y p a r t i a l l y me t t h e p r o g r a m o b j e c t i v e s
o f " c e r t a i n t y o f f u n d i n g wi t h mi n i mu m d e l a y " a n d t h e r e a p p e a r s t o be a b a s i c i n c o n -
s i s t e n c y b e t we e n t h e o b j e c t i v e s o f t h e p r o g r a m a n d i t s f u n d i n g s c h e me ;

5. Th e p r o g r a m d o e s no t f u l l y f o c u s on l o n g - t e r m c a p i t a l a n d r e d e v e l op me n t
n e e d s ;

6. Con f u s i o n r e s ul t e d i n ma n y i n s t a n c e s b e c a u s e o f s h i f t i n g o f l o c a l p r o -
g r a m c o mmu n i t y d e v e l o p me n t n e e d s a n d p r i o r i t i e s a n d p o l i t i c a l - e l e c t o r a l c o n s i d e r a t i o n s ;

7. Th e r e i s a l a c k o f i n d u c e me n t f o r pr i va t e s e c t o r p a r t i c i p a t i on .
8. Mo r e c o h e r e n t Fe d e r a l p o l i c i e s a r e n e e d e d , p l u s a s s u r a n c e o f t h e c o n t i n u -

a t i o n a n d c o mp l e t i o n of p r i o r c a t e g o r i c a l p r o gr a m e f f o r t s ; a n d
9. Me a n i n g f u l h o u s i n g p r o g r a ms , i n c l u d i n g mo r e g e n e r a l l y a v a i l a b l e a s s i s t e d

h o u s i n g r e s o u r c e s , s h o u l d b e me s h e d wi t h p r o po s e d CD a c t i v i t i e s , t o s u p p l y t h e h o u s i n g
n e e d s o f l o w, mo d e r a t e a n d mi d d l e i n c o me f a mi l i e s .
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The 1 9 7 4 Hous i ng Ac t s t a t e d i t s " p r i ma r y o bj e c t i ve " wa s t he " e l i mi na t i on
o f s l ums a n d bl i gh t a n d t he pr e ve nt i on o f bl i ght i n g i n f l ue n c e s a nd t h e de t e r i or a t i on
of pr ope r t y a nd ne i ghbor hood a n d c ommuni t y f a c i l i t i e s of i mpor t a nc e t o t he we l f a r e
o f t he c ommun i t y, pr i nc i pa l l y pe r s ons o f l o w a n d mod e r a t e i nc ome . " The 1 9 7 4 Hous i ng
Ac t f u r t h e r s t a t e d t ha t a p pl i c a t i o ns c oul d be a p pr o ve d f o r a c t i v i t i e s de s i gne d t o
me e t " ot h e r c ommuni t y d e ve l opme nt ne e ds h a vi ng a pa r t i c ul a r u r ge nc y . " NHC nur ge s
t h a t HUD a dmi ni s t e r t h e pr ogr a m s o a s t o a s s u r e t h a t t he s e c r i t e r i a a r e me t b y
e ve r y l oc a l pr ogr a m. Re c e n t HUD c h a n ge s i n r e g ul a t i ons a p p e a r t o be a s t e p i n
t h i s di r e c t i on.

The f o l l owi n g s e c t i o ns a dd r e s s t he ms e l ve s t o s pe c i f i c a s pe c t s o f t he c om-
mu ni t y de ve l opme nt pr ogr a m. Whi l e we pr opos e s hor t c ha nge i mpr ove me nt s i n t h e
va r i ous pr ogr a ms a nd s o me ne w a pp r o a c he s , o u r ba s i c c onc l us i on i s e nc ompa s s e d i n
t he l a s t s e c t i on whe r e we c a l l f o r a ne w c ompr e he ns i ve l ong- r a nge a pp r oa c h t o c i t y
r e vi t a l i z a t i on.

B. HUD Po l i c y De t e r mi na t i o ns , Re gul a t i ons a nd For ms

HUD di d we l l i n ge t t i ng t he CD pr ogr a m u nde r wa y , a nd ke pt
i t s pr omi s e o f a 7 5- da y ma x i mum r e vi e w pe r i od. HUD ke pt i t s a ppl i c a t i on f or ms
s i mpl e a n d b r i e f , a n d t he f u nd s di s bur s e me nt s y s t e m wor ke d we l l .

Ye t , t he r e a r e s e r i ous pr obl e ms . The pr o mul ga t i on of pol i c y de t e r mi na t i ons
b y Fe de r a l Re gi s t e r r e gul a t i ons i s c umbe r s ome . HUD i s s ue d pol i c y l e t t e r s , whi c h
i nt e r p r e t r e gul a t i ons . The r e i s n o r e g ul a r di s t r i but i on s ys t e m f o r t he m. I n s t e a d,
t he y a r e s e nt a d hoc f r o m Wa s hi n gt on t o Ar e a Of f i c e s . Some t i me s , t he y a r e r e por t e d
i n t r a de n e ws l e t t e r s , o r c o pi e s a r e s e nt f r om one l o c a l a g e n c y t o a n ot h e r , whi l e
t he HUD Ar e a Of f i c e ma y no t ha v e r e c e i ve d t h e m.

Ano t h e r pr obl e m i s t h e l a t e a r r i va l o f HUD r e gul a t i ons a nd f o r ms , a s t he
d e a dl i ne a ppr o a c h e s f o r s u bmi t t i ng a ppl i c a t i o ns a nd h ous i ng a s s i s t a nc e pl a ns . The
f i n a l ma t e r i a l s a r e s o me t i me s n ot i s s ue d u n t i l j u s t a f e w we e ks be f or e s ome c o mmuni -
t i e s ha d t o ha ve t h e i r a pp l i c a t i ons r e a dy f o r A- 9 5 r e vi e w.

Ac c o r d i ng l y , HOC r e c omme nds t h a t

1. HUD s houl d r e g ul a r l y i s s u e CD pol i c y l e t t e r s t o a f o r ma l d i s t r i but i on
l i s t i n c l udi ng a l l CD a ge nc i e s a n d i nt e r e s t e d c o mmu ni t y gr oups .

2. Co mmu ni t i e s s houl d be e xe mpt f r om f o l l owi n g a n y ne w f o r ms o r r e gul a -
t i o n s whi c h a r e pr omul ga t e d wi t hi n 6 0 da ys pr i or t o t h e da t e t h a t t h e i r CD a ppl i c a -
t i o n mu s t g o t o A- 9 5 r e vi e w, e xc e p t f o r a n y r e gul a t i ons whi c h r e s ul t f r om ne w s t a -
t u t o r y r e qui r e me nt s .

3. HUD s houl d de t e r mi ne t he a mou nt of CD f u nd s t o be de vot e d t o " s o f t wa r e "
a c t i vi t i e s ( e . g . , publ i c s e r v i c e s , s oc i a l , r e c r e a t i on a l , e duc a t i ona l pr ogr a ms ) .
The Cong r e s s i ona l c o nf e r e nc e c ommi t t e e r e por t s t a t e d t h a t i t wa s t h e i nt e n t o f t he
l e gi s l a t i on t h a t no t mo r e t h a n 2 0 % of CD f u n d s we r e t o b e s o us e d. The HUD r e gul a -
t i on s a r e s i l e nt o n t h i s ma t t e r . Al t ho ug h t he s e pr ogr a ms a r e o f g r e a t i mpo r t a nc e ,
t he y ought not t o be f u nde d i n a ma j o r wa y out o f CD f unds . The r e i s gr e a t pr e s s ur e
o n l o c a l gove r nme nt s t o us e CD f u nd s i n a mu l t i t ude o f wa ys . The ne t r e s u l t i s
of t e n a s e r i e s o f s ma l l , unr e l a t e d pr ogr a ms wi t h v e r y l i t t l e c onc e r t e d e f f or t t o
me e t t he ma j o r t hr us t of t h e Ac t . . . r e mova l of s l ums a n d bl i ght .
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NBC pr op os e s : Th a t HUD a do pt a r e gul a t i on whi c h woul d l i mi t t h e us e
o f CD f u n d s f o r publ i c s e r vi c e t y pe pr ogr a ms t o 2 0 % of t he l o c a l a n n u a l gr a nt e x -
c e p t i n un us u a l c i r c u ms t a n c e s whe r e t h e Se c r e t a r y mi gh t a pp r ove a l a r ge r pr opor t i on.
Muni c i pa l i t i e s whi c h f a l l u n d e r t h e c ont i n ua t i o n o f mo d e l c i t i e s a c t i vi t i e s pr o vi s i on
o f t he Ac t woul d b e e xe mpt f r om t h i s r e qui r e me nt .

C. Ad mi n i s t r a t i o n a nd Mon i t or i ng o f CD Pr og r a ms

Con gr e s s de l e ga t e d t o t he c ommuni t i e s mu c h r e s pons i bi l i t y f o r moni t or i ng
a n d e va l ua t i ng t he e f f e c t i ve n e s s o f t h e i r o wn pr ogr a ms . I t di d r e t a i n f o r HUD t h e
r ol e o f r e vi e wi ng wh e t he r l o c a l pr ogr a ms we r e me e t i ng t h e s pi r i t a nd l e t t e r of t he
l a w. Th i s wa s t o b e d one t h r o ug h a n on- goi ng s p o t mon i t or i ng s ys t e m a n d a pos t -
a u d i t pr oc e dur e .

Some CD pr ogr a ms a r e wor ki ng we l l , o t he r s a r e not . Some pr ogr a ms a r e
c l e a r l y wi t hi n t h e l e t t e r a n d s p i r i t o f t he l a w; ot he r s s ki r t da n ge r ous l y c l os e
t o i n e l i gi bl e a c t i v i t i e s , or a c t i v i t i e s whi c h a r e i n c ons i s t e n t wi t h t he i r a p pl i c a -
t i ons o r t h e i n t e n t o f t h e HUD r e gul a t i ons . Some CD pr ogr a ms a r e a dmi ni s t e r e d we l l ,
u nd e r t he d i r e c t i on o f e xp e r i e nc e d pr of e s s i ona l pe r s onne l . I n o t h e r s , i t i s o f t e n
not pos s i bl e t o e va l ua t e whe t he r t he pr ogr a m i s ma k i ng a n y pr ogr e s s o r i s me r e l y
dol i ng ou t f unds .

Some c ommuni t i e s l a g i n d r a wi ng d o wn CD f u n d s , o f t e n be c a u s e o f t h e l a c k
o f a c l e a r a d mi n i s t r a t i ve , l o c a l s t r uc t ur e . Congr e s s c oul d de c i de t o r e duc e f ut u r e
a ppr opr i a t i on s on f i nd i n g t h a t t h e f und s c a n no t be us e d wi t hi n t h e a c t i o n ye a r .
The r e i s a l s o t h e da nge r t h a t HUD o r Con gr e s s c oul d s e t up a c a pt ur e a n d r e a l l oc a -
t i on s ys t e m.

Whi l e NHC doe s not pr op os e t h a t HUD r e vi e w a nd a ppr ov e e v e r y s t e p t ha t a
c o mmu ni t y t a k e s , HUD s houl d t a ke a mor e a c t i ve r ol e i n r e qui r i ng gr a nt r e c i pi e nt s
t o me e t t h e l e t t e r a n d s p i r i t o f t he l a w.

Spe c i f i c a l l y , NBC r e c omme nd s :

1. Con gr e s s s houl d unde r t a ke a s t ud y o f t h e HUD s t a f f i n g ne e ds . Th i s
s t udy ought t o ut i l i z e t h e r e s our c e s o f NAHRO, t h e Conf e r e nc e o f Ma yor s - Na t i on a l
Le a gue o f Ci t i e s , NHC, a n d ot he r publ i c i nt e r e s t g r o up s , a s we l l a s out s i de ma na g e -
me nt f i r ms .

2. Tha t HUD r e qui r e i n i t s CD a p pl i c a t i o ns a mo r e c a r e f u l d e s c r i p t i on o f
t he s pe c i f i c pr ogr a ms t o b e un de r t a ke n a n d p a r t i c u l a r l y how t h e y r e l a t e t o t h e ob-
j e c t i v e s a nd _pur pos es of t he CD Ac t . HUD r e c e n t l y a d d e d a r e qui r e me nt t h a t a ppl i c a -
t i ons de s c r i be a c t i vi t i e s i n t e n de d t o me e t u r g e nt c o mmun i t y ne e ds . Th i s i s a s t e p
i n t h e r i ght d i r e c t i on b u t f a r mor e i n f o r ma t i o n i s ne e de d i f HUD i s t o pe r f or m a n
e f f e c t i v e r e vi e w f un c t i on.

3. Tha t HUD r e qui r e c ommuni t i e s t o de v e l o p a n a dmi ni s t r a t i ve pl a n s h owi n g
h ow t h e y i nt e nd t o c a r r y o ut CD pr ogr a ms . The pl a n s h oul d i nd i c a t e t h e t y p e of
p r of e s s i ona l e xpe r t i s e a n d c ommu ni t y r e pr e s e nt a t i on t o b e e nga ge d t h r ou g h s t a f f or
c o ns ul t a n t s t o c a r r y out t h e pr og r a ms s e t f o r t h i n t he CD a ppl i c a t i on. The pl a n
s houl d not r e qui r e HUD a p p r o v a l a s t o i t s de t a i l s . Ra t he r , HUD s h oul d ve r i f y t h e
e xi s t e n c e o f t he pl a n a n d r e vi e w i t s c ompl e t e ne s s . The i n t e n t i s t h a t c ommun i t i e s
b e e nc ou r a ge d t o c ome t o g r i p s wi t h t h i s a s p e c t of t he CD pr ogr a m i n a dv a nc e o f t he
a va i l a bi l i t y of f u nd s . NBC wa nt s t o e nc ou r a ge pr of e s s i on a l a dmi ni s t r a t i o n of t he
pr ogr a m wi t hout ma nd a t i n g s pe c i f i c o r ga ni z a t i ona l s t r uc t ur e s .

0
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Whe r e HUD f i n d s a l a g i n t he us e o f t he f un ds due t o l a c k o f a n a de q ua t e
l o c a l a dmi ni s t r a t i ve pl a n a n d s t a f f c a p a c i t y , i t s houl d e nc our a ge t h e gr a nt r e c i pi -
e n t s t o e nga ge c ompe t e n t e xpe r i e nc e d pr of e s s i ona l s ; a n d b r oa d e r us e o f c i t i z e n s i n t h e
c ommuni t y, i nc l u di n g t he r e s our c e s o f e xi s t i ng a g e n c i e s a n d pa r t i c ul a r l y LPAs a n d
LHAs .

4. Tha t HUD de f i ne " ma i nt e na nc e of l o c a l e f f or t " s o t h a t CD a c t i vi t i e s d o
no t s ubs t i t ut e f o r t h e pr e vi ous a c t i vi t i e s of l oc a l gove r nme nt . Congr e s s di d not
i nt e nd t h a t CD wa s e qui va l e nt t o g e n e r a l r e ve nue s ha r i n g; r a t he r CD wa s t o pr ovi de ,
o n a bl oc k- g r a n t ba s i s , f u n d s f o r c a r r yi n g o ut t he pr ogr a ms pr e vi ous l y pe r mi t t e d
un de r t h e f ol de d- i n c a t e g or i c a l g r a n t pr ogr a ms . The s e we r e t o be ove r a n d a b ov e
t he or di na r y s e r vi c e s pr ovi de d b y l oc a l gove r nme nt . As l oc a l bud ge t s be c ome t i gh t e r ,
r e c i pi e nt s t e nd t o l ook f o r wa ys i n whi c h CD f u nd s mi g ht b e us e d t o c a r r y out mu ni -
c i p a l s e r vi c e s pr e vi o us l y f u nde d o ut o f t h e muni c i pa l i t y ' s ope r a t i ng budge t . A
s pe c i f i c r e gul a t i on whi c h s pe l l e d out " ma i nt e na n c e o f e f f or t " r e qui r e me nt s woul d
gui de ma ny c ommu ni t i e s a s t o wha t t h e y c a n o r c a nnot do.

D. Some Le g i s l a t i ve Cha r ge s f o r t h e CD Pr ogr a m

Al t h ou gh mo s t ne c e s s a r y pr ogr a m i mpr o ve me nt s c a n c ome a bo u t a d mi ni s t r a t i v e l y,
c e r t a i n l e gi s l a t i ve c h a n ge s a l s o ne e d t o be c on s i de r e d :

1. FY 197 8- 8 0 ' s CD Fundi n g

To pl a n t o e l i mi na t e a n d pr e ve nt s l ums a nd bl i ght , a n d a s s i s t l ow a n d
mode r a t e i n c ome f a mi l i e s , c o mmuni t i e s ne e d t o know f ut ur e f un di n g l e ve l s . The s e
de c i s i ons s houl d b e t a ke n e a r l y i n 1977, s o c ommun i t i e s c a n pl a n f o r t hr e e ye a r s .

The 1 9 74 Hou s i ng Ac t pr ovi de d f o r a n o t h e r l o ok a t t h e s e ma t t e r s a s t h e y a f f e c t t he
l a s t t hr e e f i s c a l ye a r s o f t h a t Ac t .

The f i ve - y e a r b a s e pe r i od ( 1 9 6 8 - 1 9 7 2 ) a n d t he me t hod o f c omput a t i on
c a us e d s e ve r e i n e qu i t i e s f o r ma ny c i t i e s . 2 5 0 me t r opo l i t a n c i t i e s a nd 7 4 0 o t h e r
l oc a l gove r n me nt s woul d s uf f e r f r om r e d uc e d, o r z e r o, f un di n g l e ve l s i f t he f or mul a
i s n o t c ha nge d. The f o r mul a h i t s pa r t i c ul a r l y h a r d a t s ma l l e r c ommuni t i e s whi c h h a d
ur ba n r e n e wa l pr ogr a ms , bu t whi c h wi l l ha ve t o c ompe t e f o r i na de qua t e f und s wi t h
3 8 , 00 0 ot he r c ommuni t i e s .

Fu r t he r , be c a us e o f i nf l a t i on, l oc a l i t i e s r e c e i ve l e s s " r e a l " do l l a r s
t h a n t h e y ha d i n t h e ba s e ye a r s . Th e CD pr ogr a m br oa d e ns t he l i s t o f pos s i bl e a c -
t i v i t i e s , a n d , i n t u r n , t h i s r e duc e d t he mo ni e s whi c h c oul d b e s p e n t t o a r r e s t
phys i c a l de c a y.

Fo r t h e s e r e a s ons we r e c omme nd t h a t : ( 1 ) Dur i ng c a l e n da r 1977, Congr e s s

s houl d s e t u p CD a ut h or i z a t i o n l e ve l s f o r F Y 1 97 8- 80 ; ( 2 ) CD gr a nt f or mul a s u nd e r
Se c t i on 10 6 ( g ) ( 2 ) a nd 1 0 6 ( h ) s houl d pr ovi de t h a t n o r e c i pi e nt r e c e i ve s l e s s i n FY
1977- 1979 t ha n dur i ng t h e p r i o r t h r e e ye a r s . Fo r t h os e r e c i pi e nt s who we r e t o be
pha s e d i n t o hi ghe r l e v e l s o f f u n di n g , t h e f or mul a s houl d r e ma i n t he s a me ; ( 3 ) CD
di s c r e t i ona r y f u n d s s houl d b e i n c r e a s e d ; ( 4 ) Ur ba n De v e l op me n t Ac t i o n gr a nt s be f unde d
a t t he a n n u a l l e v e l o f a t l e a s t $400 mi l l i o n; a n d ( 5 ) The Communi t y De ve l opme nt pr ogr a m

b e r e - a ut hor i z e d f o r s i x ye a r s .
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We s ugg e s t t ha t Congr e s s a nd HUD c on s i de r a l t e r na t e f und i n g f o r mu l a s
whi c h woul d r e c ogni z e t he a ge of hous i ng s t o c k, popul a t i on l os s e s a nd p o wl a t i o n
s hi f t s , a nd e x t e nt o f pr e vi ous l y de ve l ope d t a x a ba t e d a s s i s t e d h o u s i n g , / a s a dde d
c r i t e r i a f o r de t e r mi ni ng f u nd i n g l e ve l s . I t i s b e l i e ve d t h a t t he s e f o r mul a s c a n
a c c o mmod a t e n e c e s s a r y i n c r e a s e s f o r c i t i e s whi c h we r e s e r i ou s l y unde r f unde d dur i ng
Fi s c a l Ye a r s 1975- 77, whi l e a t t h e s a me t i me not de c r e a s i ng t h e a l l oc a t i o ns f o r t h e
s ma l l e r c i t i e s a n d t o wns whi c h a l s o ha ve s e r i ou s ur ba n pr obl e ms .

Th e t o t a l CD f u nd i ng l e v e l wi l l ne e d t o be mod e s t l y i nc r e a s e d , bu t not
s o mu c h a s t o ha ve a n y s i gn i f i c a nt i n f l a t i ona r y i mpa c t . The i nc r e a s e woul d s t i mul a t e
l o c a l j ob pr oduc t i on a n d r e duc e une mpl oy me nt whi c h a r e pr i ma r y goa l s of t he Ca r t e r
Admi ni s t r a t i on.

2. Loa n Gua r a nt e e s t o He l p CD El i mi n a t e Sl u ms a n d Bl i ght

Th i s e xpe r i e nc e o f t he f i r s t t wo ye a r s s howe d a s h a r p r e duc t i on i n f un d s
f o r " e l i mi na t i o n of s l ums a nd b l i g ht " a s c o mpa r e d t o t he f ol de d- i n pr ogr a ms . The r e
i s n o s ui t a bl e me c ha ni s m t o f i na nc e l a nd a s s e mb l y a nd o t he r ma j o r c a pi t a l ou t l a ys
wi t hi n a n n ua l CD budge t s . Lon ge r r a nge f i n a nc i ng i s ne e de d t o b u y a nd r e de v e l op
s l um a r e a s .

Fe d e r a l l y- gua r a nt e e d l o a ns c oul d f i l l t he n e e d , b u t gua r a nt e e pr ovi s i ons
o f t he 1 9 7 4 Hous i ng Ac t a r e no t f e a s i bl e a n d a r e not us e d. The Ac t r e qui r e s t h a t
mo s t l o a ns be r e pa i d f r om one ye a r ' s CD gr a nt s ; a nd i t de ma nds l oc a l gua r a nt e e s ,
wh i c h a r e una c c e pt a bl e be c a us e t h e y us ua l l y f a l l wi t hi n t he l o c a l d e b t l i mi t .

Th e CD l oa n gua r a nt e e pr ovi s i ons s houl d b e r e vi s e d a s f ol l o ws : ( 1 ) A
l oc a l gov e r nme nt , o r de s i gna t e d e nt i t y , ma y ge t Fe de r a l l y gua r a nt e e d l o a ns t o f i na nc e
u p t o 9 0 % o f pa yme nt s f o r l a nd a n d ot he r ma j o r c a pi t a l out l a ys , e l i gi b l e a s CD a c -
t i vi t i e s ; ( 2 ) Loa n s ma y be a mor t i z e d o v e r 1 0 ye a r s , o r l o n ge r i n ha r d s h i p c a s e s ;
( 3 ) HUD Se c r e t a r y ma y a c c e p t , a s l o c a l go ve r nme n t ' s g ua r a n t e e , a pl e dge of i t s
a n n u a l e nt i t l e me n t t o f ut ur e CD gr a n t s , s o a s t o c o ve r a n n ua l c a r r yi n g c ha r ge s o n
out s t a ndi ng gua r a nt e e d l oa ns ; o r di s p os i t i on p r oc e e ds o f l a nd t o b e a c q ui r e d wi t h
CD gr a nt s o r l o a n s ; a nd a n y o t he r l o c a l r e ve n ue s a nt i c i p a t e d t o be a va i l a b l e ; a n d
( 4 ) on r e q ue s t , HUD s ha l l ma k e t he l oa n gu a r a nt e e a v a i l a bl e di r e c t l y t o a n y ot he r
l o c a l a g e n c y e mpo we r e d t o ma ke s u c h l o a ns a n d c a r r y o ut t he pur pos e s o f t he CD
pr ogr a m.

3. Tha t CD Ar e a s Be De l i ne a t e d a nd Pr o gr a ms r a ve Mor e Ci t i z e n Pa r t i c i p a t i on

CD a c t i v i t i e s s h ou l d b e c a r r i e d o ut wi t hi n a r e a s , or d i r e c t l y b e ne f i t
a r e a s s pe c i f i c a l l y de l i ne a t e d b y t h e l oc a l mu ni c i p a l i t y a n d whi c h me e t t he t e s t o f
( i ) c on t a i n i ng c onc e nt r a t i ons o f l ow a nd mo de r a t e i n c ome pe r s o ns , o r ( i i ) e xhi bi t i ng
s uc h c o ndi t i on s t ha t pr ogr a ms a r e ne e de d t o e l i mi na t e or a r r e s t s l ums a n d bl i g ht .
Tr e a t me nt i n s uc h a r e a s s houl d b e s uf f i c i e nt l y c ompr e he ns i ve s o a s t o r e s ul t i n e c o-
nomi c a n d s o c i a l i mp r o v e me n t s whi c h a l l e vi a t e bl i g ht i n g i nf l u e nc e s . Suc h a r e a s s houl d
b e s i z e d t o b e c a pa bl e o f s uh s t a n t i a l c o mp l e t i o n wi t hi n a d e f i na bl e pe r i od o f t i me
whi c h pe r i od s houl d no t e xc e e d 1 0 ye a r s wi t hout t he a p p r o v a l of t he Se c r e t a r y o f HUD.
I t i s i nt e nde d t h a t muni c i p a l i t i e s c oul d c on t i n ue t o u s e 1 0 % o f t h e i r CD a l l o c a t i o n
f o r ot he r wi s e e l i gi bl e l o c a l opt i o n a c t i vi t i e s .

The CD pr ogr a m s houl d be c ons i s t e n t wi t h a s pe c i f i c a r e a pl a n whi c h wa s
de ve l ope d wi t h c i t i z e n pa r t i c i p a t i on , i n c l u d i n g t h e l o c a l r e s i de n t i a l , bus i ne s s a n d
i ns t i t ut i ona l c ommuni t y, e l e c t e d of f i c i a l s , f i na nc i a l i n s t i t ut i ons a nd r e pr e s e nt a -
t i ve s o f l a b or a n d de ve l opme nt or g a ni z a t i o ns .

* / - Th i s a s s ume s t he a d op t i on of NBC' s p r op os a l t h a t a l l f ut ur e a s s i s t e d
h ous i ng wi l l pa y f u l l l o c a l pr ope r t y t a x e s .
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The l oc a l Hou s i ng As s i s t a nc e Pl a n mus t r e f l e c t ne i ghbor hood ne e ds .

4. Th a t HUD mus t a ppr ov e a s pe c i f i c r e l oc a t i on pl a n f o r a n y CD f u nde d
a c t i vi t i e s t ha t wi l l e ng e nd e r di s pl a c e me nt o f r e s i de nt s a n d bus i ne s s e s . The l a w
s houl d pr ovi de t ha t CD pr ogr a m- r e l a t e d a c t i vi t i e s f a l l wi t hi n t h e pur vi e w of t he
Pr o pe r t y Ac qui s i t i o n a nd Re l oc a t i on Ac t o f 1970. Tha t , a s pa r t o f i t s c ons i de r a t i on
o f a n Ur b a n De v e l op me n t Ac t i on Gr a nt Pr og r a m, t h e Congr e s s a me n d t h e Hous i n g a n d
Commu ni t y De ve l opme nt Ac t o f 1 9 7 4 t o pr ovi de a s e pa r a t e g r a n t f und e q ua l t o 1 0 0 % of
t he c o s t o f r e l oc a t i on pa yme nt s a n d e x pe ns e s , whe r e s uc h a c t i vi t i e s a r e r e qui r e d t o
be unde r t a ke n f o r a n e l i gi bl e a c t i v i t y un de r t he Ac t . Th e s e f u n d s a r e r e qui r e d i f
c i t i e s a r e t o b e a b l e t o unde r t a ke c e r t a i n e c on omi c d e ve l opme nt a c t i v i t i e s , wh i c h
r e qui r e t h e a c qu i s i t i on o f s e ve r e l y bl i ght e d a r e a s .

5. The l a w s houl d pe r mi t l o c a l non - pr o f i t g r oups t o r e c e i ve CD g r a n t s t o
bui l d a nd ope r a t e ot he r wi s e e l i gi bl e ne i ghbor hood c e nt e r s . Su c h c e n t e r s mu s t n ot
e xc l ud e a n y gr oup t i n t h e muni c i pa l i t y . The g r a n t s houl d gi ve t h e muni c i pa l i t y t he
r i ght t o t a ke o ve r t he c e n t e r , i f i t i s n ot ope r a t e d e f f i c i e nt l y a nd e qui t a b l y.

6. The Hou s i ng a n d Communi t y De ve l opme nt Ac t o f 1 9 7 4 b e a me nd e d t o r e move
" e c on omi c de v e l o pme nt " f r o m t he c on f i n e s o f t h e pr ovi s i on on " p u bl i c s e r v i c e s " a n d
t o gi ve i t a s t a ndi ng of i t s own a s a s e pa r a t e e l i gi bl e a c t i vi t y .

7. The pr e s e nt a n n ua l a pp l i c a t i on pr oc e s s s houl d b e r e pl a c e d wi t h a 3- ye a r
a pp l i c a t i o n pr oc e s s s ub j e c t t o a n nu a l HUD r e vi e w o f l oc a l pe r f or ma nc e .

8. Ta x I nc e nt i ve f o r Communi t y De ve l opme n t

I n a r e c e nt s t a t e me nt , Tr e a s u r y Se c r e t a r y Mi c h a e l Bl ume nt ha l s a i d t h a t
one o f t h e goa l s o f t he Ca r t e r Admi n i s t r a t i on t a x r e f o r m pr ogr a m woul d b e t o i n c r e a s e
i nv e s t me n t i n t h e c i t i e s . Fo r ne a r l y t hr e e de c a d e s n o w, t he Fe de r a l Gove r nme nt ha s
s t r uggl e d t o de vi s e a pr ogr a m t o pr e s e r ve a nd i mpr ove o u r u r ba n a r e a s ; whe r e i nn e r
c i t y de c a y a nd de t e r i o r a t i on, hous i ng a ba nd onme n t a n d ur ba n di s i nve s t me nt c ont i nue s ,
a n d i n s ome c a s e s a r e wor s e ni ng, b e c a u s e none o f t he p r ogr a ms pr ovi de t h e one e s s e n-
t i a l i n gr e di e nt o f ur ba n r e de ve l opme nt a nd r e vi t a l i z a t i on - - pr i va t e c a p i t a l i n ve s t -
me nt .

The Ta x Re f or m Ac t o f 1 9 7 6 c ont i nue d t h e c ur r e nt 1 0 % t a x c r e d i t f o r
i nve s t me nt i n bu s i ne s s o r ma n uf a c t ur i ng pl a nt o r e qui pme nt f o r a n a d di t i o na l f o u r
ye a r s , t hr oug h 19 80, b ut n o s u c h i nc e n t i v e i s a v a i l a bl e f o r i nv e s t me n t s i nt e nde d t o
" r e c y c l e " o u r c i t i e s ; c l e a r l y a g o a l o f c o mpa r a bl e o r gr e a t e r i mp or t a nc e t o t he
e c on omi c a n d s o c i a l he a l t h o f o u r na t i on.

Wi t h one o r t wo " s un be l t " e xc e p t i o ns , i nve s t me n t i n t he de v e l opme nt o r
r e de ve l opme nt o f hi gh r i s k ur ba n r e a l e s t a t e i s no t c ompe t i t i ve wi t h ot h e r s a f e r a nd
mor e a t t r a c t i ve f o r ms o f i nv e s t me n t . WHO t he r e f or e r e c omme nds t h a t , i n o r de r t o
r e duc e t h a t i mba l a nc e a nd r e di r e c t c a pi t a l i nve s t me n t t owa r d ou r c e n t e r c i t i e s ,
t h e I n t e r n a l Re ve nue Code b e a me n d e d t o pr ovi de a 1 0 % t a x c r e d i t f o r r e a l e s t a t e
i n ve s t me nt s ma de i n f ur t he r a nc e o f l o c a l l y a pp r o ve d c ommuni t y de ve l opme nt pl a ns
a n d pr ogr a ms i nt e n de d t o e l i mi na t e o r pr e ve nt s l u ms , bl i ght a n d de t e r i or a t i on. Suc h
t a x i nc e n t i v e s s hou l d n ot be l i mi t e d t o l ow i n c ome h ous i ng , o r e v e n t o l ow a nd
" mod e r a t e " i nc o me ho us i ng , b ut s houl d be a va i l a bl e f o r a l l t y pe s o f b o t h r e s i de nt i a l
a n d non- r e s i de nt i a l de ve l opme nt ne c e s s a r y o r de s i r a b l e t o r e bu i l t a n d r e vi t a l i z e ou r
c i t i e s . We mu s t be a b l e t o bui l d h ous i n g f o r a l l i n c o me gr o ups a nd f o r a l l s e gme nt s
of t he ma r ke t , a n d we mu s t a l s o b e a b l e t o e n c our a g e i nv e s t me n t i n f a c t or i e s - - a n d
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s t o r e s - - a n d of f i c e bui l di ngs - - i f we a r e go i ng t o k e e p bus i ne s s e s , a n d j o b s ,
do wnt o wn whe r e t h e y be l ong.

Unl e s s we s t i mul a t e t h e ki nd o f br oa d e c on omi c b a s i s t ha t woul d b e
e nc our a ge d b y t h e 1 0 % i n ve s t me nt t a x c r e d i t t ha t NEC r e c omme nd s , o ur c i t i e s wi l l
c ont i nu e t o de t e r i or a t e a t a n a l a r mi n g r a t e ; wi t h t h e i r i nc r e a s i ng de ma nds f o r
s e r vi c e s a nd de c l i ni n g t a x r e ve nue t o s upp or t t h os e s e r v i c e s .

CHAI T6R I I . COORDI NATI ON OF HOUSI NG WI TH COMMUNI TY DEVELOPMENT

The c oor d i na t i o n o f pr o vi di ng a n a de qu a t e ho us i n g s up pl y wi t h me e t i n g ove r a l l
c ommuni t y d e ve l o pme nt n e e d s i s f un da me nt a l t o t h e vi a b i l i t y o f a n y c ommuni t y. The
e x i s t i ng v e h i c l e , t h e Hou s i n g As s i s t a nc e Pl a n ( HAP ) a s a p pr o ve d i n t h e 1 9 7 4 Hous i ng
Ac t a nd s ubs e que nt l y i mp l e me nt e d wi t h r e gul a t i ons b y HUD, h a s pr ove n t o b e unwor ka bl e
a n d unwi e l dl y. The r e i s a n i mme di a t e ne e d f o r a ne w a n d e f f e c t i ve me t h od f o r a c h i e v -
i n g t hi s c oor di na t i on. We c a l l upon HUD, t h e Con gr e s s a n d i nvo l ve d a g e nc i e s a n d
or ga ni z a t i o ns i n t h e publ i c a n d pr i va t e s e c t o r s , t o t a ke a c t i on a s s oon a s pos s i bl e .
NHC r e ga r ds t hi s a s a ma t t e r o f g r e a t i mpo r t a n c e a n d pl e dge s i t s c ompl e t e c oop e r a -
t i o n a n d r e s ou r c e s t owa r d a c h i e vi ng a r e vi s i on o f t he s t a t ut e a n d ne w r e gul a t i ons
s o a s not t o i nt e r r up t ong oi ng c ommun i t y de v e l opme nt a n d hous i ng a s s i s t a nc e pr ogr a ms .

CHAPTER I I I . ORDERLY COMPLETI ON OF URBAN RENEWAL PROJ ECTS

Co ng r e s s , HUD, a nd l o c a l c ommuni t i e s s h a r e a n i nt e r e s t i n c omp l e t i n g e xi s t i n g
ur b a n r e n e wa l pr oj e c t s a s f a s t a s pos s i bl e . Ye t , t he r e i s no r e a l i s t i c s ys t e m f o r
a c c ompl i s hi n g t h i s goa l . I n mo s t i n s t a n c e s a n u r b a n r e ne wa l ( U/ R) pr oj e c t c a n not
b e done u nd e r t he CD pr ogr a m.

The s c ope o f t he U/ R pl a n a nd i t s bo und a r i e s c a nn ot b e c ha ng e d a n d t he r e b y
r e duc e c os t s . I n ma n y c a s e s , t he Fe de r a l Gov e r n me nt gua r a nt e e d a t e mp or a r y l o a n
whi c h c a nno t b e f u l l y r e pa i d f r o m r e ne wa l gr a n t f u n d s due f r o m HUD. Re d uc i ng t h e
s c o pe a nd s i z e o f t he pr oj e c t c o ul d op e n HUD a n d t he LEA t o l a w s u i t s f r o m d e ve l -
ope r s a n d oc c upa n t s who i nve s t e d or ma d e i mpo r t a n t de c i s i on s ba s e d on t he U/ R pl a n.
I t c a n onl y b e a me n de d wi t h t h e i r a pp r ov a l , a n d t h e y c a n no t a gr e e t o r e vi s i ons t ha t
mi g ht hu r t t h e i r e c onomi c i nt e r e s t s .

HUD ha s b e e n e n c our a gi n g c o mmu ni t i e s t o a l l o c a t e 7 5 % o r mor e o f t h e i r CD f un ds
t o U/ R pr oj e c t c ompl e t i o n. Th i s i s unr e a l i s t i c . Th e l o c a l g ove r n i ng b o d y ma y r e f u s e
s uc h a ppr opr i a t i ons t o t h e LPA c a r r y i n g o u t t he U/ R pr oj e c t . The 1 9 7 4 Ho us i n g Ac t
pr ovi de d t h a t t he HUD Se c r e t a r y c a n a t mo s t r e qui r e a n a l l o c a t i o n o f ? p l. of CD f u nd s
f o r c o mpl e t i on o f U/ R pr oj e c t s . A c o mmun i t y ma y a l l oc a t e t h i s 2 0 %, whi c h woul d n ot
p a y of f t e mp or a r y l oa n no t e s a n d i n t e r e s t , a n d t h e LPA woul d t h e n ha v e t o ma ke good
o n t h e not e s .

La nd di s p os i t i on h a s be e n mo s t di f f i c ul t pa r t i c u l a r l y i n t h i s pe r i od o f e c ono mi c
r e c e s s i on. St e ps ne e d t o b e t a k e n t o h e l p LPAs c ompl e t e t h e r e bui l di ng pr oc e s s .

NEC pr opos e s t h a t :

1 . Co ngr e s s s houl d a u t h or i z e a nd a pp r opr i a t e du r i n g Fi s c a l Ye a r s 1 9 7 8 t o
1 9 8 0 a t o t a l o f $ 7 0 0 mi l l i on i n ur ge nt ne e ds f u n d s t o f i na nc i a l l y s e t t l e a nd c ompl e t e
ur ba n r e n e wa l pr oj e c t s .
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2. Dur i ng 19 77, HUD s houl d r e qui r e e a c h c ommuni t y t o a dv i s e HUD o f t he
c ur r e nt e s t i ma t e o f a mo un t s ne e de d t o c ompl e t e U/ R pr oj e c t s , me e t i ng a l l obj e c t i ve s
o f t h e a ppr ove d pl a n, a n d e f f e c t i ng a l l pos s i bl e e c onomi e s .

3. HUD s houl d t r a ns mi t t h e r e s ul t s of t h i s c o mpl e t i o n s ur ve y t o Co ng r e s s ,
whi c h s houl d a d j us t i t s f u nd i n g a c c o r di n gl y.

4. Tha t t h e Se c t i on 2 2 0 pr ogr a m b e r e vi ve d a nd e xpa nde d t o i nc l ud e a
b r oa d e r r a nge of us e s i n or de r t o a c c e l e r a t e t h e l a nd di s pos i t i on a nd r e bui l di ng
pr oc e s s .

CHAPTER I V. SECTI ON 7 0 1 COMPREHENSI VE PLANNI NG GRANTS

Fun di ng f o r t he Se c t i o n 7 0 1 pr ogr a m i s ne c e s s a r y. The CD bl oc k gr a nt s a r e not
i nt e nde d f o r t h e pr e pa r a t i on of c ompr e he ns i ve pl a ns , a s pr ovi de d i n t he 19 7 4 Hous i ng
Ac t . La c k of f u nds ma y a l s o de pr i ve s ma l l e r c ommu ni t i e s o f t he oppor t uni t y t o pr e -
pl a n f u t ur e CD a c t i vi t i e s .

The f o r me r Admi ni s t r a t i on r e que s t e d a n a n n u a l a pp r opr i a t i on of onl y $ 2 5 mi l l i on.
The ne w Admi ni s t r a t i on r a i s e d t h e r e que s t t o $ 62 . 5 mi l l i on. Co ng r e s s a ut hor i z e d $ 1 0 0
mi l l i on f o r Fi s c a l Ye a r 1977, whi c h r e pr e s e nt s a 3 3 % r e duc t i on f r om t he Fi s c a l Ye a r
1 9 7 6 a u t ho r i z a t i o n of $ 1 5 0 mi l l i on. I t i s e s s e nt i a l t h a t t he pr ogr a m b e f u nd e d a t
a mi ni mum of $ 1 2 5 mi l l i on l e ve l f o r Fi s c a l Ye a r 1978. As a r e s ul t of t h e c ombi ne d
pr e s s ur e o f unde r f undi ng a nd i n f l a t i on , a s wa s t h e c a s e i n t h e r e c e nt pa s t , mo s t o f
t h e a va i l a b l e f un ds a r e pr opos e d t o be di r e c t e d t owa r d t he s u ppor t of a r e a - wi de
pl a nni ng or ga ni z a t i ons t h a t ha ve f e w r e s our c e s o f t h e i r o wn a nd t o t h e St a t e s . Thi s
s ubs t a nt i a l l y de pr i ve s t he s ma l l e r l oc a l i t i e s o f a s s i s t a n c e ; ye t t he o r i g i na l i nt e nt
of Se c t i on 70 1 wa s t o pr ovi de he l p t o t h e m, i n or de r t o e na b l e s uc h l oc a l i t i e s t o
de ve l op c omp r e he ns i ve pl a nni ng f r a me wor k f o r t h e i r c ommu ni t y de ve l opme nt a nd hous i ng
pr ogr a ms .

Congr e s s s houl d ma nda t e t h a t a t l e a s t 5 0 % o f s u c h f und s a s ma y b e a c t ua l l y
a p pr opr i a t e d f o r t he 7 0 1 pr ogr a m be ma de a v a i l a bl e t o l oc a l i t i e s o f u nde r 50 , 00 0
popul a t i on.

* /
Long e r Te r m Pr ogr a ms f o r Co ns i d e r a t i on b y t he Admi ni s t r a t i o n a n d t he Co ngr e s s —

CHAPTER V. NEW BOLD PROGRAM TO PRESERVE EXI STI NG NEI GHBORHOODS AND TO ELI MI NATE
ABANDONED HOUSI NG; PROGRAMS FOR HOUSI NG REHABI LI TATI ON

Pr e s e r vi ng Ne i ghbor h oods ; A Compr e he ns i ve Ne i ghbor hood I mpr ove me nt Pr o gr a m

NBC r e c omme nds a c ompr e he ns i ve pr ogr a m t o c oor di na t e a l l e f f or t s t o pr e s e r ve
e xi s t i ng ho us i ng i n ne i ghbor hoods a nd t o e l i mi n a t e t h e wa s t e of a ba ndone d hous i ng.

We r e c omme nd t h a t a s a f i r s t s t e p, a pr ogr a m be a u t hor i z e d f o r s e l e c t i ve ne i gh-
bor h oods i n di f f e r e nt c i t i e s . Ea c h pr ogr a m s houl d c o ve r a n e nt i r e ne i ghbor hood. An
i ni t i a l t hr e e ye a r pr ogr a m a ut hor i z a t i on o f $60 0, 000 , 0 00 i s s ugge s t e d wi t h
$1 00 , 00 0, 00 0 t o b e ma de a va i l a bl e i n t he f i r s t ye a r .

86- 085 0 - 77 - pt . 3 - 18
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As a f i r s t s t e p , t h e p r o gr a m s ho u l d c o n t e mp l a t e t h e p r e pa r a t i o n o f ne i g h bo r h o od
pl a n s a n d l o n g t e r m b u d g e t r e q u i r e me n t s . So me a c t i o n s h ou l d b e f u n d e d e a r l y s o t h a t
r e s i d e n t s a n d p r o p e r t y o wn e r s wi l l h a v e c o n f i d e n c e t h a t t h e p r o g r a m i s f o r r e a l . Th e
p l a ns s h o u l d b e p r e p a r e d wi t h i n t h e c o n t e x t o f a p r o c e s s t h a t i n v o l v e s l o c a l r e s i -
d e n t s , b u s i n e s s e s a n d i n s t i t u t i o n s , p l a n n i n g p r o f e s s i o n a l s , e l e c t e d o f f i c i a l s a n d
r e p r e s e n t a t i v e s o f t h e l a b o r , r e a l e s t a t e , f i n a n c i a l a n d d e v e l o p me n t c o mmu n i t y .

Amo n g t h e a c t i v i t i e s whi c h s h o u l d b e i n c l u d e d i n t h e p r o g r a m: Low i n t e r e s t
l o a n s f o r r e h a b i l i t a t i o n g r a n t s f o r l o w i n c o me h o me o wn e r s ; wo r k i n g wi t h f i n a n c i a l
i n s t i t u t i o n s t o s t r u c t u r e " g r e e n- l i n i n g " p r o g r a ms wh i c h wi l l ma k e p os s i b l e s o un d i n -
v e s t me n t s , r e h a b i l i t a t i o n a n d a f l u i d l o c a l mo r t g a g e ma r k e t ; i n v o l v e me n t o f n e i g h b o r -
h oo d o r g a n i z a t i o n s ; f u n d s f o r q u i c k pu b l i c a c q u i s i t i o n o f a b a n d o n e d b u i l d i n g s a n d
t h e i r e a r l y r e h a b i l i t a t i o n ; i mp r o v e me n t o f r e c r e a t i o n a l f a c i l i t i e s , t r a f f i c p a t t e r n s ;
r e mo v a l o f b l i g h t i n g i n f l u e n c e s ; c o n c e n t r a t e d c o d e e n f o r c e me n t ; a n d a d o p t i o n o f p r o -
p e r t y ma i n t e n a n c e o r d i n a n c e s .

Th e pr o g r a m s h ou l d a l l o w f o r l o c a l i n n o v a t i o n i n t h e u s e o f pr o gr a m t o o l s s u c h
a s : Co mb i n i n g o f p ub l i c a n d p r i v a t e f i n a n c i n g f o r r e h a b i l i t a t i o n ; wo r k i n g wi t h p ub -
l i c i n t e r e s t g r o u p s a n d n e i g h b o r h o o d o r g a n i z a t i o n s t o wa r d s p r o mo t i ng e c o n o mi c , r a c i a l
a n d e t h n i c i n t e g r a t i o n ; u r b a n h o me s t e a d i n g a n d o t h e r s we a t - e q u i t y a p p r o a c h e s t o wa r d

r e h a b i l i t a t i o n ; us e o f l o c a l h o u s i n g a u t h o r i t i e s a n d p u bl i c - p r i v a t e n o n - p r o f i t ma n a g e -
me n t c o mp a n i e s t o pr o vi de e f f i c i e n t ma i n t e n a n c e s e r v i c e s ; n e i g h bo r h o o d g r o u p o p e r a t i o n
o f p ub l i c f a c i l i t i e s ; a mo n g o t h e r s .

Th e p r o g r a m n e e d s t o b e c a r r i e d o u t wi t h i n t h e c o n t e x t o f a c o mmu n i t y- c i t y

i n s t i t u t i o n a l f r a me wo r k c a p a b l e o f c a r r y i n g o u t a l o n g - t e r m p l a n o v e r a p e r i o d whi c h
mi g h t t r a n s c e n d l o c a l mu n i c i p a l a n d f e d e r a l a d mi n i s t r a t i o n s .

Th e pr og r a m t o i mp r o v e h o u s i n g a n d Ph y s i c a l c o nd i t i o n s i n t h e n e i g h b o r h o o d n e e d s
t o b e a c c o mp a n i e d b y a p a r a l l e l c o o r d i n a t e d s y s t e m o f i mp r o v e d p u b l i c , s o c i a l a n d
c o mmu n i t y s e r v i c e s s u c h a s : Be t t e r p o l i c e p r o t e c t i o n , d r u g t r e a t me n t a n d p r e v e n t i o n
p r o g r a ms ; s u p e r i o r s c h o o l s y s t e ms ; a d e q u a t e c o mmu n i t y f a c i l i t i e s ; a d e q u a t e h e a l t h
s e r v i c e s ; d a y c a r e , s e n i o r c i t i z e n p r o g r a ms ; j o b d e v e l o p me n t a n d c o u n s e l l i n g , e t c .
Th e s e a c t i v i t i e s s h o u l d b e c o o r d i n a t e d wi t h t h e p h y s i c a l i mp r o v e me n t p r o g r a m, b u t
t h e i r f u n d i n g s h o u l d c o me o u t o f t h e v a r i o u s D. H. E. W. , De p a r t me n t o f La b o r a n d De p a r t -
me n t o f Co mme r c e p r o gr a ms .

Onc e t h e i n i t i a l t h r e e y e a r Co mp r e h e n s i v e Ne i g h b o r h o o d I mp r o v e me n t p r o gr a ms a r e
a d v a n c e d s u f f i c i e n t l y t o e n a b l e t h e m t o b e e v a l u a t e d , t h e Co n g r e s s s h ou l d e n a c t a
mu l t i - y e a r ( p e r h a p s 1 0 - 2 0 y e a r ) f u n d i n g p r o g r a m c o mp l e t i n g a c t i v i t i e s a n d f o r i mp r o v -
i n g a l l s u c h n e i g h b o r h o o d s i n o u r o l d e r c i t i e s .

CHAP1 ER VI . AN URBAN ECONOMI C DEVELOPMENT AFEAS PROGRAM

Ci t i e s mu s t b e g i v e n a dr a ma t i c f i n a n c i a l t o o l t o b e u s e d i n b r i n g i n g a b o u t
e c o n o mi c r e v i t a l i z a t i o n. I t i s b e c o mi n g i n c r e a s i n g l y c l e a r t h a t , wi t h s o me mi n o r
e x c e p t i o n s , pr i v a t e i n v e s t me n t c a p i t a l wi l l n o t a l o n e u n d e r t a k e s i g n i f i c a n t d e v e l o p -
me n t p r oj e c t s wi t h i n mo s t o f o u r o l d e r Ame r i c a n c i t i e s . Su c h p r o j e c t s a r e e s s e n t i a l
i f t h e c i t i e s t h e ms e l v e s a r e t o r e ma i n v i a b l e a n d a r e t o b e a b l e t o c o mp e t e wi t h
t h e i r mo r e a f f l u e n t s u b u r b s . Ec o n o mi c r e g e n e r a t i o n i s v i t a l i f t h e c i t i e s a r e t o be
a b l e t o p r o v i d e t h e j ob s ne e d e d f o r t h e i r c i t i z e n s a n d i f t h e y a r e t o h a v e a f i s c a l
b a s e wh i c h wi l l e n a b l e t he m t o c o n t i n u e t o pr o v i d e a d e q u a t e mu n i c i p a l s e r vi c e s . Na -
t i o n a l e n v i r o n me n t a l a n d e n e r g y c o n s e r v a t i o n g o a l s woul d a p p e a r t o d i c t a t e t h a t
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de ve l op me nt wi t hi n wi t hi n c i t i e s be e nc our a ge d be c a us e i t i s mo s t e f f i c i e nt i n t e r ms of
t r a ns p or t a t i on s e r v i c e s , pr ovi di ng ne c e s s a r y po we r a n d i n a v oi di ng a d ve r s e e nv i r on-
me n t a l i mpa c t s . I n t e r ms o f e c on omi c e f f i c i e n c y, ur ba n de v e l opme nt of t e n t a ke s a d -
va nt a ge o f a n a we s ome a r r a y o f l o c a l a n d c i t y- wi de f a c i l i t i e s a n d i nf r a s t r uc t u r e
a n d t h u s i t s l ong t e r m gr os s c a p i t a l r e qui r e me nt s a r e f a r l e s s t h a n wha t woul d b e
ne e de d i n or de r t o r e pl i c a t e t h e s upp or t s ys t e ms i n a c ompl e t e l y ne w o r gr owi ng a r e a .

Si gni f i c a nt ur ba n e c o nomi c de v e l opme nt pr oj e c t s c a nnot b e a c c o mpl i s he d qui c kl y.
Th e y wi l l r e qui r e a mul t i - y e a r pr oc e s s a n d a l ong t e r m r e qui r e me nt f o r l o a ns , gr a nt s
a nd ot he r f i na nc i a l a n d t e c h ni c a l a s s i s t a nc e . Th e y wi l l r e qui r e t he pa t i e nt s u ppo r t
o f t h e l o c a l e l e c t e d of f i c i a l s a nd c i vi c a n d b us i ne s s c ommu ni t y a s we l l a s l ong t e r m
a s s i s t a nc e f r o m t h e f e d e r a l gove r nme nt . Th e d e t a i l s , s c a l e a n d e mp ha s i s , o f t h e
r e qui r e d pr ogr a m wi l l ne e d t o v a r y f r o m c i t y t o c i t y . Fe de r a l l e gi s l a t i on a n d f un d -
i n g me c ha ni s ms wi l l undoubt e dl y ha ve t o e vol ve o ve r a pe r i od o f ye a r s a n d wi l l b e c ome
mor e s ophi s t i c a t e d a s a r e s ul t o f e a r l y e xpe r i e nc e s a n d a l s o a s a n out gr o wt h o f
c ha ng e s i n l o c a l a nd na t i on a l e c on omi c c ondi t i ons .

Se c r e t a r y Ha r r i s ha s pr opo s e d a pr ogr a m whi c h i s c ons i s t e nt wi t h t he s e obj e c t i ve s .
She ha s s ugge s t e d i n i t i a l f u nd i n g f r o m t h e Communi t y De ve l opme nt pr ogr a m. Re ga r dl e s s
o f t h e f u nd i n g me c h a n i s ms , we s ugge s t t h a t t h e e s s e n t i a l e l e me nt s o f s u c h a pr ogr a m
ought t o i n c l u d e :

A. The de l i ne a t i on of Ur ba n Ec on omi c Ac t i on Ar e a s .

The s e woul d b e b l i gh t e d, de t e r i or a t i ng o r unde r ut i l i z e d a r e a s o r o t h e r a r e a s
whe r e t he r e i s s i gni f i c a nt pot e nt i a l f o r e c o nomi c i mpr ove me nt . Th e y s houl d b e a r e a s
l a r ge e n ou gh i n s c ope s o t h a t t h e y c a n b e pl a nne d a s one e n t i t y a nd whe r e t h e i r i m-
pr ove me nt woul d not i mp a c t u p on , o r b e a d ve r s e l y a f f e c t e d b y , a d j a c e n t a r e a s .

B. Ec on omi c Re vi t a l i z a t i on wi l l Re qui r e a Br oa d Ra nge of Pe r mi t t e d Ph ys i c a l
I mpr ove me nt Ac t i vi t i e s .

The s e s houl d i n c l u de : A mi xt ur e o f c l e a r a nc e a n d r e ha bi l i t a t i on of e xi s t i ng
us e s ; i mpr o ve me nt s t o t h e ma s s t r a n s i t a n d v e hi c ul a r s e r vi c e s ys t e ms ; pr ovi s i on o f a
hi gh l e v e l of mu ni c i p a l s e r vi c e s a nd a me n i t i e s ; i mpr ove me n t s t o t he ut i l i t y s e r vi c e
s y s t e m; c ha n ne l i ng o f ma j o r publ i c i nve s t me n t s a n d ne w us e s t o t he s e a r e a s . Ac t i v i -
t i e s not wi t hi n de s i gna t e d a r e a s , b ut di r e c t l y b e ne f i t t i ng t he m a nd r e l a t e d t o t h e i r
i mpr ov e me n t , s houl d a l s o b e pe r mi t t e d. The f un d s f o r s u c h a c t i vi t i e s wi l l r e qui r e
s i gni f i c a nt g r a n t s a n d l a nd wr i t e - downs . The r e wi l l a l s o b e a r e qui r e me nt f o r r e l o -
c a t i on f un d s f o r a n y r e s i de nt i a l o r b us i ne s s di s pl a c e d. Th i s ne e d not a l l c ome out
of HUD f unds . A c oor di na t e d us e of HUD, De pa r t me nt of Tr a n s por t a t i on, Comme r c e -
E. D. A. Ar my Engi ne e r s - Publ i c Wo r ks ; Envi r onme nt a l Pr o t e c t i on Ag e n c y f u nd i n g a s
we l l a s pa r t i c i pa t i on b y v a r i ous s t a t e e nt i t i e s , a l l u nd e r one umbr e l l a p r og r a m, c a n
pr ovi de t h e l e v e l o f s upp or t s ys t e ms ne c e s s a r y t o ma k e t h e p r ogr a m wor k.

We s ugge s t t h e pos s i bi l i t y t h a t a j oi nt s p e c i a l c ommi t t e e of t he Congr e s s
a n d a n i n t e r - d e pa r t me nt c ommi t t e e o f t h e c a bi ne t mi gh t be e s t a bl i s he d f o r t h e pur pos e
o f c oor di n a t i ng l e gi s l a t i ve a n d a dmi ni s t r a t i ve a c t i vi t i e s s o t h a t a pr opor t i on of t h e
f un d s i n e a c h o f t he e xi s t i ng dome s t i c pr ogr a ms i s s e t a s i de t o b e c ha nne l e d i n a n
e f f i c i e nt wa y t o wa r d s t h e c a r r yi ng out o f t he s e l o c a l pr ogr a ms .

C. I n i t i a l Pl a n ni ng Adv a nc e Fu nd s ne e d t o be ma de Ava i l a bl e on t h e Ba s i s of
Es t a bl i s he d Pr i or i t i e s .

Si nc e t h e s uppl y o f f un d s , u nd e r t he b e s t o f c i r c u ms t a nc e s , wi l l b e l i mi t e d
Congr e s s a n d HUD wi l l ne e d t o e s t a bl i s h pr i or i t i e s f o r f u nd i n g of l oc a l pr ogr a ms . ,
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Amo n g t h e c r i t e r i a t o b e ut i l i z e d mi g h t b e : Po t e n t i a l e f f e c t i v e n e s s a n d
r e l a t i v e f e a s i b i l i t y o f p r og r a m p r o p o s e d ; d e g r e e o f e c o n c mi c p r ob l e m o f t h e c i t y a s
me a s u r e d b y e mp l o y me n t c o n d i t i o n s , c h a n g e s i n i t s f i s c a l b a s e , po p u l a t i o n l o s s ,
t r e n d s i n c o n s t r u c t i o n a c t i v i t y , me d i a n i n c o me s ; e x t e n t o f d e t e r i o r a t i o n ; de g r e e o f
l o c a l s u p p o r t f o r p r o g r a m; e f f e c t i v e n e s s o f p r o p os e d l o c a l i n s t i t u t i o n a l me c h a n i s ms
f o r c a r r y i n g o u t t h e p r og r a m.

We s u g g e s t t h a t t h e l e g i s l a t i o n s h o ul d p r o v i d e t h a t HUD ma y n ot a p p r o v e p r o-
g r a ms wh e r e t h e y f i n d t h e e c o n o mi c f e a s i b i l i t y ( b a s e d u p o n t h e p l a n p r o p o s e d ) t o b e
s e r i o u s l y d e f i c i e n t .

We d o no t b e l i e v e t h a t t h i s p r o gr a m l e n d s i t s e l f t o a r i gi d a r i t h me t i c f o r mu l a
f o r d i s t r i b u t i o n o f f u n d s . Su b j e c t i v e e v a l u a t i o n o f h ow p r o po s a l s me e t t h e c r i t e r i a
mi g h t be i n s t i t u t i o n a l i z e d t h r o u g h e s t a b l i s h me n t o f r e g i o n a l i n t e r - a g e n c y r e v i e w c o m-
mi t t e e s ( p e r h a p s i n c l u d i n g s t a t e r e p r e s e n t a t i v e s ) . Th e r e c o ul d b e a n i n i t i a l a l l o c a -
t i o n o f f u n d s t o e a c h HUD r e g i o n a n d s t a t e t o a s s u r e a n e q u i t a b l e n a t i o n a l d i s t r i b u -
t i o n , b u t b e y o n d t h i s , i t i s s u g g e s t e d t h a t pr i o r i t i e s b e e s t a b l i s h e d b a s e d o n a
v a r i e t y o f o b j e c t i v e a n d s u b j e c t i v e c r i t e r i a .

D. Lo c a l Co n t i n u i t y o f Pr o g r a m Di r e c t i o n a n d Op e r a t i o n s mus t b e En c o u r a g e d .

An y s u c h p r o g r a m, u n d e r t h e b e s t o f c i r c u ms t a n c e s , wi l l t a k e a n u mb e r o f
y e a r s t o c a r r y ou t . Th i s wi l l o f t e n t r a n s c e n d t h e t e r m o f o f f i c e o f a g i v e n l o c a l
a n d e v e n f e d e r a l a d mi n i s t r a t i o n . Th e r e f o r e , t h e pr og r a m mu s t b e c a r r i e d o ut l o c a l l y
u n d e r t h e a d mi n i s t r a t i o n o f a d e v e l o p me n t c o r p o r a t i o n o r l o c a l pub l i c a g e n c y s o c o n -
s t i t u t e d a s t o a s s u r e c o n t i n u i t y i n t h e e x e c u t i o n of t h e p r o gr a m. I t mu s t a l s o b e
wi t h i n t h e f r a me wo r k o f a s y s t e m wh e r e b y l o c a l e l e c t e d o f f i c i a l s d o h a v e s ome a s s u r -
a n c e o f r e s p o n s i v e n e s s o n t h e pa r t o f t h e d e v e l o p me n t e nt i t y .

Si mi l a r l y , i t i s n e c e s s a r y t h a t t h e r e b e a l o n g t e r m f e d e r a l c o mmi t me n t t o
t h e pr og r a m a n d t h a t t h i s b e i n a c o n t r a c t u a l f o r m n o t s u b j e c t t o f r e q u e n t c h a n g e s
a s a r e s u l t o f l e g i s l a t i o n o r n e w a d mi n i s t r a t i v e r e g u l a t i o n s .

E. De v e l o p me n t Fi n a n c i n g As s i s t a n c e i s Ne c e s s a r y .

On e o f t h e ma j o r p r ob l e ms o f t h e u r b a n r e n e wa l p r og r a m wa s t h e d i f f i c u l t y i n
s e c u r i n g r i s k t y p e f i n a n c i n g f o r t h e r e d e v e l o p me n t o f c l e a r e d l a n d s i t e s . Th e FHA 2 2 0
p r og r a m wa s a s t e p i n t h e r i g h t d i r e c t i o n b u t i t s u s e wa s l i mi t e d b y l e g i s l a t i v e a n d
a d mi n i s t r a t i v e c o n s t r a i n t s . An y d e v e l o p me n t pr o gr a m i n o l d e r c i t i e s i s l i k e l y t o b e
a r e l a t i v e l y h i gh r i s k i n v e s t me n t . Ac c o r d i n g l y , i f d e v e l o p me n t i s t o be ma d e f e a s i b l e
t h e r e wi l l ne e d t o b e a v a r i e t y o f f i n a n c i a l t o o l s ma d e a v a i l a b l e . Th e s e i n c l u d e :

1. Fe d e r a l mo r t g a g e i n s u r a n c e f o r a b r o a d v a r i e t y o f u s e s .

2 . Lo n g t e r m a n d c o n s t r u c t i o n f i n a n c i n g a t r e a s o n a b l e i n t e r e s t r a t e s wh i c h
c a n c o me a b o u t e i t h e r t h r o u g h u s e o f t a x f r e e b o n d d e v i c e s , a Fe d e r a l De v e l o p me n t Ba n k ,
GNMA, FNMA p u r c h a s e o f mo r t g a g e s ( f o r a b r oa d v a r i e t y o f r e s i d e n t i a l a n d n o n - r e s i d e n -
d i a l u s e s ) a t f a v o r a b l e i n t e r e s t r a t e s , d i r e c t i n t e r e s t s u b s i d i e s . . . o r a c o mb i n a t i o n
o f t h e s e t oo l s .

3. Fe d e r a l i n c o me t a x i n c e n t i v e s s h o u l d i n c l u d e t h o s e s u g g e s t e d f o r t h e
Co mmu n i t y De v e l o p me n t Pr o g r a m i n e a r l i e r s e c t i o n s o f t h e s e r e s o l u t i o n s . I t c o u l d
a l s o i n c l u d e p r o v i s i o ns f o r f a v o r a b l e t a x t r e a t me n t s t o f i n a n c i a l i n s t i t u t i o n s
c h a n n e l i n g c a p i t a l i n t o s u c h p r o g r a ms .
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F. Fe d e r a l Fa c i l i t i e s mu s t b e Cha nne l e d t o Ur ba n Ec on omi c De ve l opme nt Ar e a s .

Fo r t o o ma n y y e a r s t he r e h a s b e e n a c ha n ne l i ng of f e d e r a l f a c i l i t i e s t o
r ur a l a r e a s a n d s ubur bs a n d a c ons c i o us e f f o r t ma d e t o a v oi d t he de ve l op me nt o f ne w
i ns t a l l a t i ons i n ur b a n c e nt e r s . Mi l i t a r y i ns t a l l a t i on s , r e s e a r c h c e nt e r s , I RS p r o-
c e s s i ng f a c i l i t i e s , f e d e r a l s ub- c o nt r a c t or i ns t a l l a t i o ns . . . a r e t he ki nds o f i n ve s t -
me n t t h a t f e d e r a l e xe c ut i ve p ol i c y c ou l d c h a n ne l t o o u r ur ba n a r e a s . To t h e ma xi mum
e xt e nt pos s i bl e t he s e s houl d b e de ve l ope d a s f a c i l i t i e s t h a t wi l l pa y l o c a l p r ope r t y
t a x e s o r ma ke pa yme nt s i n l i e u of t a xe s . Suc h a p ol i c y wi l l e xpe di t e r e de ve l opme nt
p r ogr a ms , pr ovi de l on g t e r m ur b a n j ob s , a nd i mp r ov e t h e l o c a l f i s c a l ba s e .

G. Long Te r m Loa n s f o r Mu n i c i pa l I nf r a s t r uc t ur e .

An y s uc h pr ogr a m wi l l i ne vi t a b l y r e qui r e s i gni f i c a nt mun i c i pa l i nv e s t me nt .
Mo s t c i t i e s a r e i n d i r e f i n a n c i a l s t r a i t s a n d woul d b e una bl e now t o r a i s e s uf f i c i e nt
c a pi t a l wi t hout i n t u r n r a i s i ng l oc a l pr ope r t y t a x r a t e s t o a l e ve l whi c h woul d dr i ve
a wa y i nve s t me nt . Th u s , a r e qui r e d e l e me n t of t h e pr ogr a m woul d b e t h e a va i l a b i l i t y
t h r o u gh f e d e r a l gu a r a nt e e s o r di r e c t f e d e r a l l oa ns o f ne c e s s a r y l on g t e r m i nv e s t me n t
c a pi t a l . The s e c oul d b e r e pa i d ou t o f a t a x i nc r e me nt s y s t e m whe r e by a pr opor t i on of
t he t a x i nc r e me nt s f r o m a r e de ve l ope d a r e a woul d b e s e t a s i de i n a l o a n r e pa yme nt
f u nd.

H. Fu ndi ng Re qui r e me nt s .

I t i s not p os s i bl e , g i ve n t h e di f f e r i ng s our c e s a n d t yp e s of f i na nc i a l
a s s i s t a n c e s ugge s t e d t o gi ve a s pe c i f i c s ugge s t e d pr i c e t a g f o r t hi s pr ogr a m.

We pr opos e t h a t t h e Congr e s s a pp r opr i a t e $ 4 0 0 mi l l i o n f o r e a c h o f t h e f i r s t
t wo ye a r s f o r me e t i ng pl a nni ng a n d s t a r t u p c os t s . Th i s i s c ons i s t e nt wi t h Se c r e t a r y
Ha r r i s ' pr opos e d i n i t i a l l e v e l o f f u n di n g f o r t he De ve l op me nt Ac t i o n Gr a nt Pr ogr a m.
Dur i ng t h i s t i me pe r i od b e t t e r e s t i ma t e s o f l on g t e r m pr ogr a m ne e ds wi l l e me r ge . The
Congr e s s c oul d t h e n a u t ho r i z e f u ndi ng ov e r a s ub s e qu e nt t e n t o f i f t e e n y e a r pe r i od s o
t h a t t h e a n n u a l dr a w do wn f r o m t h e f e d e r a l b u dg e t woul d be wi t hi n a f e a s i bl e r a nge
a n d y e t l o c a l pr ogr a ms woul d b e a s s ur e d of a v a i l a bl e f i na n c i ng wi t hi n pe r ha ps a b i -
e n ni a l b udg e t i ng pr oc e s s .

* /
— Th i s ma t e r i a l a d d e d t o r e s ol ut i ons a s t he r e s ul t o f t h e wor k o f a c ommi t t e e

a ut h or i z e d f o r t h i s pur pos e b y t h e Boa r d o f Di r e c t or s a n d t h e g e n e r a l me mbe r s hi p
a t t h e i r j o i n t , Ma r c h 6 t h me e t i ng . The c ommi t t e e c ha i r ma n wa s J a c k He r r i ngt on.
I t s me mbe r s we r e : Mu r r a y Bi s ga i e r , Ca r l Co a n , J r . , Cha r l e s Fa r r i s , Edwi n Fi nd e r ,
Mo r r i s Fl e i s s i g , Robe r t Ma f f i n , Da vi d Or n s t e i n, Na t Pa r i s h a n d Al be r t Wa l s h.
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I N MEMORI AM

As s e mbl e d i n Wa s hi ng t on, D. C. , on Ma r c h 7 , 1977, t he me mbe r s of t he Na t i o na l
Hous i ng Conf e r e nc e pa us e d i n t h e i r de l i be r a t i ons t o pa y t r i but e t o t hos e whos e
d e a t hs we r e r e por t e d s i nc e t h e l a s t a nn u a l me e t i ng a nd t o e xpr e s s t he i r gr a t i t ude
f o r t h e s e r vi c e t h e y r e nde r e d t o t h e na t i on a n d i t s c ommuni t i e s .

CARL A. S. COAN

Ca r l A. S. Co a n , Sr . , St a f f Di r e c t or o f t he Se na t e Co mmi t t e e on Hous i ng a nd Ur ba n
Af f a i r s a nd r e c i pi e nt o f NHC' s " Ma n of t h e Ye a r " Awa r d i n 1973, di e d De c e mb e r 2 1 ,
1 9 7 6 , a s a r e s ul t o f c ompl i c a t i ons oc c u r r i ng du r i ng mi n o r s ur ge r y.

Mr . Coa n s pe nt mo s t o f h i s p r of e s s i o na l c a r e e r i n t h e Fe de r a l gove r nme nt . I n 1989
he j oi ne d t h e Wor ks Pr ogr e s s Admi ni s t r a t i o n a n d s pe c i a l i z e d i n e c onomi c s a nd hous i ng
r e s e a r c h f o r t he NBA, t h e Bur e a u of t h e Ce ns us a nd t h e Publ i c Hous i ng Admi ni s t r a t i on.
I n 1957 he j oi ne d t he s t a f f o f t he Se na t e Su bc ommi t t e e on Hous i ng a nd Ur ba n Af f a i r s
a s r e s e a r c h d i r e c t or a n d i n 1 9 6 1 b e c a me i t s s t a f f di r e c t or .

As s t a f f d i r e c t or , Mr . Cc a n pl a ye d a ma j o r r ol e i n t he de ve l op me nt o f hous i ng a n d
c ommu ni t y de v e l opme nt l e gi s l a t i on a n d i n t h e c ommi t t e e ' s ove r s i ght of i t s a dmi n i s -
t r a t i on . He wa s r e s pons i bl e f o r a d vi s i ng a nd a s s i s t i ng t h e c ommi t t e e on a l l a s pe c t s
o f i t s wor k a nd hi s of f i c e wa s a pr i ma r y s our c e of i nf or ma t i o n on ho us i ng a nd r e l a t e d
ma t t e r s f o r a l l me mbe r s a nd s t a f f of t h e Se na t e .

Mr . Cc a n a c t i ve l y s ought oppor t uni t i e s t o e xc ha nge v i e ws wi t h ot he r s , i n Wa s hi n gt on
a n d du r i ng wor ki ng f i e l d t r i ps whi c h he f r e qu e nt l y t oo k dur i ng Congr e s s i ona l r e c e s s e s
t o obs e r ve ho us i ng c ondi t i ons a n d t o mon i t o r t he r e s ul t s o f t h e l e gi s l a t i on he ha d
h e l p e d t o e na c t . NBC r e me mbe r s pa r t i c ul a r l y hi s e a s y a c c e s s f o r c ons ul t a t i on, hi s
i nf or ma t i ve l e gi s l a t i ve b r i e f i ngs b e f or e me mbe r s o f t he Boa r d a nd i t s Le gi s l a t i ve
Po l i c y a n d Re s ol ut i ons Co mmi t t e e a nd hi s r e g ul a r a p pe a r a nc e s a t a nn u a l c onf e r e nc e s .

Hi s pe e r s r e ga r de d Mr . Coa n a s one o f t h e mo s t e f f e c t i ve s t a f f a i de s on Ca p i t ol Hi l l .
Hi s de a t h pr ompt e d t r i but e s f r o m me mb e r s of Congr e s s a n d ma ny ot he r or ga ni z a t i ons a n d
i nd i vi dua l s wi t h whom he ha d wor ke d. VHC Pr e s i d e nt We i ne r s a i d he ha d de di c a t e d hi m-
s e l f t o " he l pi ng t o a c hi e ve de c e nt ho us i ng f o r a l l Ame r i c a ns " a nd a nnounc e d t h a t NHC
woul d e s t a bl i s h a n a n n u a l publ i c s e r vi c e a wa r d i n hi s honor .

REPRESENTATI VE WI LLI AM A. BARRETT

An o t he r Congr e s s i ona l l os s wa s t h e de a t h l a s t Ap r i l 1 2 of Re p. Wi l l i a m W. Ba r r e t t
( D- PA) , Cha i r ma n of t h e ho us i ng s ubc ommi t t e e o f t he Hous e Commi t t e e on Ba n ki n g,
Cur r e nc y a nd Hous i ng .

Re pr e s e nt a t i ve Ba r r e t t ha d b e e n a Me mbe r o f Congr e s s f o r 3 0 ye a r s a nd c ha i r ma n o f t he
ho us i ng s ubc ommi t t e e s i nc e 1965. He pl a ye d a ma j o r r ol e i n t he dr a f t i ng a nd e na c t -
me nt o f mu c h o f t h e ma j or hous i ng l e gi s l a t i on of t h e l a s t d e c a d e , i nc l udi ng t he a c t s
of 1 9 65 , 1968, 1 9 6 9 a nd 1 9 7 0 a n d t he De mo ns t r a t i o n Ci t i e s a nd Me t r opo l i t a n De ve l op -
me nt Ac t of 1966. I n 1 9 7 4 t he s ubc ommi t t e e wa s t h e f o c a l p oi nt i n t h e ne got i a t i ons
whi c h b r ok e t h e de a dl oc k b e t we e n Co ngr e s s a n d t h e Ni xo n Admi ni s t r a t i o n a nd r e s ul t e d
i n t h e Hous i ng a n d Commu ni t y De ve l opme nt Ac t of 1 9 7 4 c r e a t i ng t h e ne w Se c t i o n 8
ho us i ng pr ogr a m f o r l ow a n d mode r a t e i nc ome f a mi l i e s a n d t h e b l oc k gr a nt pr ogr a m
a b s or b i ng t h e ur ba n r e ne wa l a n d r e l a t e d pr ogr a ms .
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REPRhSENTATI VE WRI GHT PATMAN

Re pr e s e nt a t i ve Wr i ght Pa t ma n ( D- TX) , t h e De a n of t he Hous e o f Re pr e s e n t a t i ve s , di e d
Ma r c h 7 , 1 9 7 6 i n Wa s hi ngt on.

Re pr e s e nt a t i ve Pa t ma n ha d s e r ve d 48 ye a r s i n t h e Hou s e , du r i ng mo s t o f whi c h h e wa s
a me mb e r o f t h e Ba nk i ng , Cur r e nc y a n d Hous i ng Commi t t e e whi c h ha ndl e d hous i ng a n d
c ommun i t y de v e l opme nt l e gi s l a t i on.

As t hi r d r a nk i ng De moc r a t on t he c ommi t t e e , Congr e s s ma n Pa t ma n wa s i n f l ue nt i a l i n
t h e pa s s a ge o f t he Hous i ng Ac t of 1 9 49 , whi c h r e a c t i va t e d a nd e xpa nde d t h e l ow r e nt
publ i c ho us i ng pr ogr a m s us p e nde d du r i ng Wor l d Wa r I I a n d e s t a bl i s he d t h e ur ba n r e -
n e wa l p r og r a m, t h e f i r s t ma j o r a t t e mpt of t h e Fe d e r a l go ve r nme nt t o d e a l wi t h ur ba n
pr obl e ms .

As c ommi t t e e c ha i r ma n f r o m 1 9 6 3 h e ha d ove r a l l l e a de r s hi p r e s pons i bi l i t y f o r l e gi s -
l a t i on e na c t e d du r i ng t h e J oh ns o n a n d Ni xo n a dmi ni s t r a t i ons . Th i s l e g i s l a t i o n
i nc l ud e d t h e Mo d e l Ci t i e s pr ogr a m a n d ne w pr i va t e ho us i ng s ub s i di e s f o r l ow a n d
mod e r a t e i nc ome r e s i de nt s a n d t he ne w c ommun i t y de ve l op me nt b l o c k gr a nt pr ogr a m.

Ma n y r e me mbe r Congr e s s ma n Pa t r on ' s s pe e c he s a t a n n u a l NHC c onf e r e nc e s whi c h us u a l l y
i nc l ude d v i gor ous a t t a c k s on hi gh i nt e r e s t r a t e s a n d Fe de r a l f i s c a l pol i c y.

GEORGE E. STEPHAN

Ge or ge E. St e pha n, f o r 2 9 ye a r s e xe c ut i ve d i r e c t or o f t h e Pa s o Ro bl e s , CA, Hous i ng
Au t h or i t y a n d s i nc e 1 9 7 1 e xe c ut i ve d i r e c t or a n d c ons ul t a nt o f t h e Pa c i f i c Sout hwe s t
Re g i o na l Cou nc i l o f NAHRO, di e d J a nu a r y 1 1 , 1977. He wa s a me mb e r of NHC, a l o c a l
c i vi c l e a de r a n d , i n NAHRO, a f o r me r me mb e r o f t h e Na t i o na l Boa r d o f Go ve r nor s ,
v i c e - pr e s i de nt o f t he Sout hwe s t Re gi ona l Cou nc i l a n d p r e s i de nt o f Ce nt r a l Ca l i f or ni a
Cha pt e r .

WI LLI AM DENNE

Wi l l i a m De n ne , who di e d e a r l y i n 1 9 7 6 , s p e n t 2 3 ye a r s a s a ho us i ng a n d ur ba n r e ne wa l
of f i c i a l i n We s t e r n Ne w Yor k u nt i l h i s r e t i r e me nt i n 1970. He wa s d i r e c t or o f t h e
Buf f a l o of f i c e of t h e Fe d e r a l Hou s i ng Admi ni s t r a t i o n a n d l a t e r b e c a me di r e c t or o f t he
c i t y ' s ur ba n r e ne wa l pr ogr a m. He b e c a me d i r e c t o r of Roc he s t e r ' s ur b a n r e ne wa l pr ogr a m
i n 1 9 6 2 whi c h u n d e r h i s l e a d e r s h i p b e c a me t h e na t i on ' s 13 t h l a r ge s t , wi t h $ 15 5 mi l l i o n
i n f e d e r a l , s t a t e a n d l o c a l mon e y e a r ma r ke d f o r v a r i ou s pr oj e c t s . He wa s a f or me r NHC
me mbe r .

J OHN WAVERCAZAK

J o hn Wa ve r c a z a k s e r ve d a s e xe c ut i ve d i r e c t or o f t h e Mo r r i s t own, NJ Hous i ng Aut hor i t y
f o r mo r e t h a n 2 1 y e a r s u n t i l h i s d e a t h e a r l y l a s t ye a r . Dur i n g h i s t e nur e t he
a ut hor i t y ' s pr ogr a m i nc r e a s e d f r o m 96 t o 4 0 0 uni t s . He wa s a n NHC me mbe r .

DAVI S W. SNOW

Da v i s W. Snow ha d a va r i e d c a r e e r a s a Fe d e r a l Hous i ng of f i c i a l , publ i c r e l a t i ons
e xe c ut i v e a n d bui l d e r . Fr om 1 9 4 6 he di r e c t e d t h e pu bl i c i nf or ma t i o n s t a f f o f t he
Publ i c Hou s i ng Admi ni s t r a t i on, l a t e r t h e Na t i on a l As s oc i a t i o n o f Home Bui l de r s a n d
t he Na t i o na l Hou s i ng Co nf e r e nc e we r e a mo n g t h e c l i e n t s o f hi s publ i c r e l a t i ons f i r m
i n Ne w Yor k.
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Ch a i r ma n of t he Boa r d

NATI ONAL HOUS I NG CONF ERENCE, I NC.
1126 SI XTEENTH ST. , N. W. WASHI NGTON, D. C. 20036 ( 202) 223- 4844

KENNETH N. HYLTON LEON N. WEI NER
Pr es i dent

( Th e f o l l o wi n g s e c t i o n i s i n s e r t e d a s a n i nt r o d u c t o r y s e c t i o n
p r i o r t o Ch a p t e r I o f Pa r t B o f NHCes 19 7 7 Re s o l u t i o n s )

REVI TALI ZI NG OUR CI TI ES: AN AGENDA FOR THE NEXT DECADE

317,

I n e a r l i e r s e c t i o n s o f t h e s e r e s o l u t i o n s we p r o po s e d s h o r t a nd l o n g e r r a n g e
t a r g e t s f o r a c o mp r e h e n s i v e n a t i o n a l h o u s i n g p r o g r a m. Th i s i s a s i n e qua , n on
o f a n y e f f o r t t o i mp r o v e t h e l i v i n g c on d i t i o n s o f t h e mi l l i o n s o f Ame r i c a n s
s t i l l l i v i n g i n p o o r h o u s i n g i n a l l o f o u r o l d e r ur ba n a r e a s . Su c h a h o u s i n g
p r o g r a m c a n n o t s u c c e e d i n t h e a b s e n c e o f a p a r a l l e l a nd c o o r d i n a t e d a t t a c k o n
t h e p r o b l e ms o f b l i g h t , d e t e r i o r a t i o n a n d o b s o l e s c e n c e wh i c h c h a r a c t e r i z e t o o
g r e a t a p r o p o r t i o n o f Ame r i c a n c i t i e s . I f we d o n o t a p p r o a c h t he p r o b l e ms o f
o u r c i t i e s wi t h a ma s s i v e a nd c a r e f u l l y p l a n n e d p r o gr a m, we s h a l l s o o n f i n d o u r -
s e l v e s t o b e a n a t i o n o f s u b u r b s a n d, r u r a l a r e a s - wi t h o u r o l d u r b a n c e n t e r s r e l -
e g a t e d t o t h e r ol e o f c a r e t a k e r s f o r t h e p o o r a n d t h e e l de r l y, a n d i n t e r e s t i n
t h e m c o n f i n e d t o t h e h i s t o r i a n s a nd a r c h e o l o g i s t s .

An y p r o g r a m f o r i mp r o v i n g c i t i e s mu s t a d d r e s s i t s e l f f i r s t a n d f o r e mo s t t o r e -
s t o r i n g t h e e c o n o mi c v i t a l i t y o f t h e c i t y a nd t o i mp r o v i n g h o u s i n g a n d n e i g h -
b o r h o o d p r e s e r v a t i o n , r e h a b i l i t a t i o n , n e w c o n s t r u c t i o n . . . a l l p e r f o r me d i n a
p a r t n e r s h i p o f t he l o c a l c o mmu n i t y , t h e p u b l i c s e c t o r a n d t h e p r i v a t e s e c t o r .
Ci t y r e v i t a l i z a t i o n me a n s t h a t c e n t r a l a nd n e i g h b o r h o o d b u s i n e s s d i s t r i c t s mu s t
b e i mp r o v e d ; c u l t u r a l , r e c r e a t i o n a l a n d e d u c a t i o n a l f a c i l i t i e s e n h a n c e d ; a nd
n e w j o b a nd b u s i n e s s o p p o r t u n i t i e s e n c o u r a g e d . Th e r e mu s t b e s o c i a l , h e a l t h ,
i n c o me s , e mp l o y me n t a nd e d u c a t i o n a l p r o g r a ms t h a t b e c o me p a r t a n d p a r c e l o f t h e
t ot a l c o mmi t me n t t o ma k e o u r c i t i e s b l o s s o m a g a i n .

We h a v e l e a r n e d t h r o ug h p a i n f u l e x p e r i e n c e t h a t c o mp l e t e l y s c r a p p i n g o l d p r o g r a ms
b e f o r e we a r e r e a d y t o e mb a r k o n n e w o n e s i s a mo s t f r u s t r a t i n g wa y t o i mp r o v e
c i t i e s . Fo r t h i s r e a s o n o u r r e s o l u t i o n s a d d r e s s t h e ms e l v e s f i r s t t o s h o r t r a n g e
g o a l s f o r i mp r o v i n g o u r e x i s t i n g p r o g r a ms ; a nd t h e n t o o u r p r o p o s a l s f o r l o n g e r
r a n g e a p p r o a c h e s t h a t s h o u l d b e c o n s i de r e d b y t he Ad mi n i s t r a t i o n a nd t h e Con g r e s s .
On c e t h e l o n g e r r a n g e p r o g r a ms h a v e p r o v e d t h e ms e l v e s , i t mi gh t a t t h a t t i me b e
d e s i r a b l e t o r e v i s e o r p h a s e o u t s o me o f t h e o l d e r l e s s e f f e c t i v e p r o g r a ms .
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( Th e f o l l o wi n g ma t e r i a l i s a d d e d f o l l o wi n g Ch a p t e r I V o f t h e NHC 19 77 Re s o l u t i o n s )

Lo n g e r Te r m Pr o g r a ms f o r Co n s i d e r a t i o n b y t h e Ad mi n i s t r a t i o n a n d t h e Co n g r e s s

Ch a p t e r V: Ne w Bo l d Pr o g r a m t o Pr e s e r v e Ex i s t i n g Ne i g h b o r h o o d s a nd t o El i mi n a t e

Ab a n d o n e d Ho u s i n g ; Pr o g r a ms f o r Ho u s i n g Re h a b i l i t a t i o n

Pr e s e r v i n g Ne i g h b o r h o o d s ; A Co mp r e h e n s i v e Ne i g h b o r h o o d I mp r o v e me n t

NHC r e c o mme n d s a c o mp r e h e n s i v e p r o g r a m t o c o o r d i n a t e a l l e f f o r t s t o p r e s e r v e
e x i s t i n g h o u s i n g i n n e i g h b o r h o o d s a nd t o e l i mi n a t e t h e wa s t e o f a b a n d o n e d h o u s i n g .

We r e c o mme n d t h a t a s a f i r s t s t e p , a p r o g r a m b e a u t ho r i z e d f o r s e l e c t i v e n e i g h b o r -
h o o d s i n d i f f e r e n t c i t i e s . Ea c h p r o g r a m s h o u l d c o v e r a n e n t i r e n e i g h b o r h o o d . An
i n i t i a l t hr e e ye a r p r o g r a m a u t h o r i z a t i o n o f $ 6 0 0 , 0 0 0 , 0 0 0 i s s u g g e s t e d wi t h
$ 1 0 0 , 0 0 0 , 0 0 0 t o b e ma d e a v a i l a b l e i n t h e f i r s t y e a r .

As a f i r s t s t e p , t he p r o g r a m s h o u l d c o n t e mp l a t e t he p r e p a r a t i o n o f n e i g h b o r h o o d
p l a n s a n d l o n g t e r m b u d g e t r e q u i r e me n t s . So me a c t i o n s h o u l d b e f u n d e d e a r l y s o
t h a t r e s i d e n t s a nd p r o p e r t y o wn e r s wi l l h a v e c o n f i d e n c e t h a t t h e p r o g r a m i s f o r
r e a l . Th e p l a ns s h o u l d b e p r e p a r e d wi t h i n t he c o n t e x t o f a p r o c e s s t h a t i n v o l v e s
l o c a l r e s i d e n t s , b u s i n e s s e s a n d i n s t i t u t i o n s , p l a n n i n g p r o f e s s i o n a l s , e l e c t e d o f -
f i c i a l s a n d r e p r e s e n t a t i v e s o f t h e l a b o r , r e a l e s t a t e , f i n a n c i a l a n d d e v e l o p me n t
c o mmu n i t y .

Amo n g t h e - a c t i vi t i e s whi c h s h o u l d b e i n c l u d e d i n t h e p r o g r a m: Low i n t e r e s t l o a n s
f o r r e h a b i l i t a t i o n g r a nt s f o r l o w i n c o me h o me o wn e r s ; wo r k i n g wi t h f i n a n c i a l i n s t i -
t u t i o n s t o s t r u c t u r e " g r e e n- l i n i n g " p r o g r a ms wh i c h wi l l ma k e p o s s i b l e s o u n d i n v e s t -
me n t s , r e h a b i l i t a t i o n a n d a f l u i d l o c a l mo r t g a g e ma r k e t ; i n v o l v e me n t o f n e i g h b o r -
h o o d o r g a n i z a t i o n s ; f u n d s f o r q u i c k p u b l i c a c q u i s i t i o n o f a b a n d o n e d b u i l d i n g s a nd
t h e i r e a r l y r e h a b i l i t a t i o n ; i mp r o v e me n t o f r e c r e a t i o n a l f a c i l i t i e s , t r a f f i c p a t t e r n s ;
r e mo v a l o f b l i g h t i n g i n f l u e n c e s ; c o n c e n t r a t e d c o de e n f o r c e me n t ; a nd a d o p t i o n o f p r o -
p e r t y ma i nt e n a n c e o r d i n a n c e s .

Th e p r o g r a m s h o u l d a l l o w f o r l o c a l i n n o v a t i o n i n t h e u s e o f p r o g r a m t o o l s s u c h a s :
Co mb i ni n g o f p u b l i c a nd p r i va t e f i n a n c i n g f o r r e h a b i l i t a t i o n ; wo r k i n g wi t h p u b l i c
i n t e r e s t gr o u p s a nd n e i g h b o r h o o d o r g a n i z a t i o n s t o wa r d s p r o mo t i n g e c o n o mi c , r a c i a l
a n d e t h n i c i n t e g r a t i o n ; u r ba n h o me s t e a d i n g a n d o t h e r s we a t - e q u i t y a p p r o a c h e s t o -
wa r d r e h a b i l i t a t i o n ; us e o f l o c a l h o u s i n g a u t h o r i t i e s a nd p u b l i c- p r i v a t e n o n - p r o f i t
ma n a g e me n t c o mp a n i e s t o p r o v i d e e f f i c i e n t ma i n t e na n c e s e r v i c e s ; n e i g h b o r h o o d g r ou p
op e r a t i o n o f p u b l i c f a c i l i t i e s ; a mo n g o t h e r s .

I t i s i mp o r t a n t t h a t t he p r o g r a m b e s u f f i c i e n t l y f l e x i b l e t o p e r mi t e a c h c o mmu n i t y
t o u s e t ho s e t o ol s t h a t wi l l b e mo s t e f f e c t i v e i n me e t i n g t he un i q u e a r r a y o f p r o -
b l e ms a nd n e e ds o f e a c h n e i g h b o r h o o d .
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The p r o g r a m n e e d s t o b e c a r r i e d o u t wi t h i n t h e c o n t e x t o f a c o mmu n i t y- c i t y
i n s t i t u t i o n a l f r a me wo r k c a p a b l e o f c a r r y i n g o u t a l o n g - t e r m p l a n o v e r a p e r i o d
wh i c h mi g h t t r a n s c e n d l o c a l mu n i c i p a l a n d f e d e r a l a d mi n i s t r a t i o n s .

Th e p r o g r a m t o i mp r o v e h o u s i n g a n d p h y s i c a l c o n d i t i o n s i n t he n e i g h b o r h o o d n e e d s
t o b e a c c o mp a n i e d b y a p a r a l l e l c o o r d i n a t e d s y s t e m o f i mp r o v e d p u b l i c , s o c i a l a nd
c o mmu n i t y s e r v i c e s s u c h a s : Be t t e r p o l i c e p r o t e c t i o n , d r u g t r e a t me n t a nd p r e v e n -
t i o n p r o g r a ms ; s u p e r i o r s c h o o l s y s t e ms ; a d e q ua t e c o mmu n i t y f a c i l i t i e s ; a d e q u a t e
h e a l t h s e r v i c e s ; d a y c a r e , s e n i o r c i t i z e n p r o g r a ms ; j o b d e v e l o p me n t a n d c o u n s e l -
l i n g , e t c . Th e s e a c t i v i t i e s s h o u l d b e c o o r d i n a t e d wi t h t h e p h y s i c a l i mp r o v e me n t
p r o g r a m, b u t t h e i r f u n d i n g s h o u l d c ome o u t o f t he v a r i o u s D. H. E. W. , De p a r t me n t o f
La b o r a n d De p a r t me n t o f Co mme r c e p r o g r a ms .

On c e t he i n i t i a l t h r e e y e a r Co mp r e h e n s i v e Ne i g h b o r h o o d I mp r o v e me n t p r o g r a ms a r e
a d v a n c e s s u f f i c i e n t l y t o e n a b l e t he m t o b e e v a l u a t e d , t h e Co n g r e s s s h o u l d e n a c t
a mu l t i - y e a r ( p e r h a p s 1 0 - 2 0 y e a r ) f u n d i n g p r o g r a m c o mp l e t i n g a c t i v i t i e s a nd f o r
i n p r o v i n g a l l s u c h n e i g h b o r h o o d s i n o u r o l d e r c i t i e s .

Ch a pt e r VI
An Ur b a n Ec o n o mi c De v e l o p me n t Ar e a s Pr o g r a m

Ci t i e s mu s t b e g i v e n a d r a ma t i c f i n a n c i a l t o o l t o b e us e d i n b r i n g i n g a b o u t
e c o n o mi c r e v i t a l i z a t i o n . I t i s b e c o mi n g i n c r e a s i n g l y c l e a r t h a t , wi t h s o me mi n o r
e x c e p t i o n s , p r i v a t e i n v e s t me n t c a p i t a l wi l l n o t a l o n e u n d e r t a ke s i g n i f i c a n t d e v e l -
o p me n t p r o j e c t s wi t h i n mo s t o f o u r o l d e r Ame r i c a n c i t i e s . Su c h p r o j e c t s a r e e s -
s e n t i a l i f t h e c i t i e s t h e ms e l v e s a r e t o r e ma i n v i a b l e a nd a r e t o b e a b l e t o c o m-
p e t e wi t h t h e i r mo r e a f f l u e n t s u b u r b s . Ec o n o mi c r e g e n e r a t i o n i s v i t a l i f t h e
c i t i e s a r e t o be a b l e t o p r o v i d e t he j o b s n e e d e d f o r t h e i r c i t i z e n s a nd i f t he y
a r e t o h a v e a f i s c a l b a s e wh i c h wi l l e n a b l e t h e m t o c o n t i n u e t o p r o v i d e a d e q u a t e
mu n i c i p a l s e r v i c e s . Na t i o n a l e n v i r o n me n t a l a nd e n e r g y c o n s e r v a t i o n g o a l s wo u l d
a p p e a r t o d i c t a t e t h a t d e v e l o p me n t wi t h i n c i t i e s b e e n c o u r a g e d b e c a u s e i t i s
mo s t e f f i c i e n t i n t e r ms o f t r a n s p o r t a t i o n s e r v i c e s , p r o v i d i n g n e c e s s a r y p owe r a n d
i n a v o i d i n g a d v e r s e e n v i r o n me n t a l i mp a c t s . I n t e r ms o f e c o n o mi c e f f i c i e n c y l u r b a n
d e v e l o p me n t o f t e n t a k e s a d v a n t a g e o f a n a we s ome a r r a y o f l o c a l a nd c i t y - wi d e
f a c i l i t i e s a nd i n f r a s t r u c t u r e , a n d t h u s i t s l o n g t e r m g r o s s c a p i t a l r e q u i r e me n t s
a r e f a r l e s s t ha n wh a t wo u l d b e n e e d e d i n o r d e r t o r e p l i c a t e t h e s u p p o r t s y s t e ms
i n a c o mp l e t e l y ne w o r g r o wi n g a r e a .

Si g n i f i c a n t ur b a n e c o n o mi c d e v e l o p me n t p r o j e c t s c a n n o t b e a c c omp l i s h e d q u i c k l y .
Th e y wi l l r e q ui r e a mu l t i - y e a r pr o c e s s a nd a l o n g t e r m r e q u i r e me n t f o r l o a n s ,
g r a n t s a n d o t h e r f i n a n c i a l a n d t e c h n i c a l a s s i s t a n c e . Th e y wi l l r e q u i r e t h e
p a t i e n t s u p p o r t o f t h e l o c a l e l e c t e d o f f i c i a l s a nd c i v i c a n d b u s i n e s s c o mmu n i t y
a s we l l a s l o n g t e r m a s s i s t a n c e f r o m t h e f e d e r a l g o v e r n me n t . Th e d e t a i l s , s c a l e
a nd e mp h a s i s , o f t he r e q u i r e d p r o g r a m wi l l ne e d t o v a r y f r o m c i t y t o c i t y . Fe d e r a l
l e g i s l a t i o n a n d f u n d i n g me c h a n i s ms wi l l u nd o u b t e d l y ha v e t o e v o l v e o v e r a p e r i o d
o f y e a r s a nd wi l l b e c o me mo r e s o p h i s t i c a t e d a s a r e s u l t o f e a r l y e x p e r i e n c e s a nd
a l s o a s a n o u t g r o wt h o f c h a n g e s i n l o c a l a n d n a t i o n a l e c o n o mi c c o n d i t i o n s .

Se c r e t a r y Ha r r i s h a s p r o p o s e d a p r o g r a m wh i c h i s c o n s i s t e n t wi t h t h e s e o b j e c t i v e s .
Sh e h a s s u g g e s t e d i n i t i a l f u n d i n g f r o m t h e Co mmu n i t y De v e l o p me n t p r o g r a m. Re g a r d -
l e s s o f t h e f u n d i n g me c h a n i s ms , we s u g g e s t t h a t t h e e s s e n t i a l e l e me n t s o f s u c h a
p r o g r a m o u gh t t o i n c l u d e :
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A. The d e l i n e a t i o n o f u r b a n e c o n o mi c a c t i o n a r e a s .

Th e s e wo u l d b e b l i g h t e d , d e t e r i o r a t i n g o r u n d e r u t i l i z e d a r e a s o r o t h e r
a r e a s wh e r e t h e r e i s s i g n i f i c a n t p o t e n t i a l f o r e c o n o mi c i mp r o v e me n t . Th e y
s h o u l d be a r e a s l a r g e e n o u g h i n s c o p e s o t h a t t h e y c a n b e p l a n n e d a s o n e
e n t i t y a n d wh e r e t h e i r i mp r o v e me n t wo u l d n o t i mp a c t u p o n , o r b e a d v e r s e l y
a f f e c t e d b y , a d j a c e n t a r e a s .

B. Ec o n o mi c r e v i t a l i z a t i o n wi l l r e q u i r e a b r o a d r a n g e o f p e r mi t t e d p h y s i c a l
i mp r o v e me n t a c t i v i t i e s .

Th e s e s h o u l d i n c l u d e : A mi x t u r e o f c l e a r a n c e a n d r e h a b i l i t a t i o n o f e x i s t i n g
u s e s ; i mp r o v e me n t s t o t h e ma s s t r a n s i t a n d v e h i c u l a r s e r v i c e s y s t e ms ; p r o v i s i o n
o f a h i g h l e v e l o f mu n i c i p a l s e r v i c e s a nd a me n i t i e s ; i mp r o v e me n t s t o t h e u t i l i t y
s e r v i c e s y s t e ms ; c h a n n e l i n g o f ma j o r p u b l i c i n v e s t me n t s a nd n e w u s e s t o t h e s e
a r e a s . Ac t i v i t i e s n o t wi t h i n d e s i g n a t e d a r e a s , b u t d i r e c t l y b e n e f i t t i n g t h e m
a n d r e l a t e d t o t h e i r i mp r o v e me n t , s h o u l d a l s o b e p e r mi t t e d . Th e f u n d s f o r s u c h
a c t i v i t i e s wi l l r e q u i r e s i g n i f i c a n t g r a n t s a n d l a n d wr i t e- d o wn s . Th e r e wi l l
a l s o be a r e q u i r e me n t f o r r e l o c a t i o n f u n d s f o r a n y r e s i d e n t i a l o r b u s i n e s s d i s -
p l a c e s . Th i s n e e d n o t a l l c o me o u t o f HUD f u n d s . A c o o r d i n a t e d u s e o f HUD,
De p a r t me n t o f Tr a n s p o r t a t i o n , Co mme r c e - E. D. A. Ar my En g i n e e r s - Pu b l i c Wo r k s ;
En v i r o n me n t a l Pr o t e c t i o n Age n c y f u n d i n g a s we l l a s p a r t i c i p a t i o n b y v a r i o u s
s t a t e e n t i t i e s , a l l u n d e r o n e u mb r e l l a p r o g r a m, c a n p r o v i d e t he l e v e l o f s u p -
p o r t s y s t e ms n e c e s s a r y t o ma k e t h e p r o g r a m wo r k .

We s u g g e s t t h e p o s s i b i l i t y t h a t a j o i n t s p e c i a l c o mmi t t e e o f t h e Co n g r e s s a n d
a n i n t e r - d e p a r t me n t c o mmi t t e e o f t he c a b i n e t mi g h t be e s t a b l i s h e d f o r t h e p u r -
p o s e o f c o o r d i n a t i n g l e g i s l a t i v e a nd a d mi n i s t r a t i v e a c t i v i t i e s s o t h a t a p r o -
p o r t i o n of t he f u n d s i n e a c h o f t h e e x i s t i n g d o me s t i c p r o gr a ms i s s e t a s i d e t o
be c h a n n e l e d i n a n e f f i c i e n t wa y t owa r d s t he c a r r y i n g o u t o f t he s e l o c a l p r o -
g r a ms .

C. I n i t i a l p l a n n i n g a d v a n c e f u n d s n e e d t o be ma d e a v a i l a b l e o n t he b a s i s o f
e s t a b l i s h e d p r i o r i t i e s .

Si n c e t h e s u p p l y o f f u n d s , u n d e r t he b e s t o f c i r c u ms t a n c e s , wi l l b e l i mi t e d
Co n gr e s s a nd HUD wi l l n e e d t o e s t a b l i s h p r i o r i t i e s f o r f u n d i n g o f l o c a l p r o g r a ms .

Amo n g t he c r i t e r i a t o b e u t i l i z e d mi g h t b e : Po t e n t i a l e f f e c t i v e n e s s a n d r e l a -
t i v e f e a s i b i l i t y o f p r o g r a m p r o p o s e d ; d e g r e e o f e c o n o mi c p r o b l e m o f t h e c i t y a s
me a s ur e d by e mp l o y me n t c o n d i t i o n s , c h a n g e s i n i t s f i s c a l b a s e , p o p u l a t i o n l o s s ,
t r e n d s i n c o n s t r u c t i o n a c t i v i t y , me di a n i n c o me s ; e x t e n t o f d e t e r i o r a t i o n ; d e -
g r e e o f l o c a l s u p p o r t f o r p r o g r a m; e f f e c t i v e n e s s o f p r o p os e d l o c a l i n s t i t u t i o n a l
me c ha n i s ms f o r c a r r y i n g o u t t h e p r o g r a m.

We s u g g e s t t ha t t he l e g i s l a t i o n s h o u l d p r ov i d e t h a t HUD ma y n o t a p p r o v e p r o g r a ms
wh e r e t h e y f i n d t h e e c o n o mi c f e a s i b i l i t y ( b a s e d u p on t he p l a n p r o p o s e d ) t o b e
s e r i ou s l y d e f i c i e n t .

We d o n ot b e l i e v e t ha t t h i s p r o g r a m l e n d s i t s e l f t o a r i g i d a r i t h me t i c f o r mu l a
f or d i s t r i b u t i o n o f f u n d s . Su b j e c t i v e e v a l u a t i o n o f h o w p r o p o s a l s me e t t he
c r i t e r i a mi g h t b e i n s t i t ut i o n a l i z e d t hr ou g h e s t a b l i s h me n t o f r e g i o n a l i n t e r -
a g e n c y r e v i e w c o mmi t t e e s ( p e r h a p s i n c l u d i n g s t a t e r e p r e s e n t a t i v e s . ) Th e r e
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c o u l d b e a n i n i t i a l a l l o c a t i o n o f f u n d s t o e a c h HUD r e g i o n a nd s t a t e t o
a s s u r e a n e q u i t a b l e n a t i o n a l d i s t r i b u t i o n , b u t be y on d t h i s , i t i s s u g g e s t e d
t h a t p r i o r i t i e s b e e s t a b l i s h e d b a s e d o n a v a r i e t y o f o b j e c t i v e a n d s u b j e c t i v e
c r i t e r i a .

D. Lo c a l c o nt i n u i t y o f p r o g r a m d i r e c t i o n a nd o p e r a t i o n s mu s t b e e n c o u r a g e d .

Any s u c h p r o g r a m, u nd e r t he b e s t o f c i r c u ms t a n c e s , wi l l t a k e a n u mb e r o f y e a r s
t o c a r r y o u t . Th i s wi l l o f t e n t r a n s c e nd t h e t e r m o f o f f i c e o f a g i v e n l o c a l
a n d e v e n f e d e r a l a d mi n i s t r a t i o n . Th e r e f o r e , t h e p r o g r a m mu s t b e c a r r i e d o u t
l o c a l l y u n d e r t h e a d mi n i s t r a t i o n o f a d e v e l o p me n t c o r p o r a t i o n o r l o c a l p u b l i c
a g e n c y s o c o ns t i t ut e d a s t o a s s u r e c o n t i n u i t y i n t he e x e c u t i o n o f t h e p r o g r a m.
I t mu s t a l s o b e wi t h i n t he f r a me wo r k o f a s y s t e m wh e r e b y l o c a l e l e c t e d o f f i c i a l s
d o h a v e s o me a s s u r a n c e o f r e s p o n s i v e n e s s o n t h e p a r t o f t he d e v e l o p me n t e n t i t y .

Si mi l a r l y , i t i s n e c e s s a r y t h a t t he r e b e a l o n g t e r m f e d e r a l c o mmi t me n t t o t he
p r o g r a m a nd t h a t t h i s be i n a c o n t r a c t u a l f o r m n o t s u b j e c t t o f r e q u e n t c h a n g e s
a s a r e s ul t o f l e g i s l a t i o n o r n e w a d mi n i s t r a t i v e r e g u l a t i o n s .

E. De v e l o p me n t f i n a n c i n g a s s i s t a n c e i s n e c e s s a r y .

On e o f t h e ma j o r p r o b l e ms o f t h e u r ba n r e n e wa l p r o g r a m wa s t h e d i f f i c u l t y i n
s e c u r i n g r i s k t yp e f i n a n c i n g f o r t he r e d e v e l o p me n t o f c l e a r e d l a n d s i t e s . Th e
FHA 2 2 0 p r o g r a m wa s a s t e p i n t he r i g ht d i r e c t i o n b u t i t s us e wa s l i mi t e d b y
l e g i s l a t i v e a n d a d mi n i s t r a t i v e c o n s t r a i n t s . Any d e v e l o p me n t p r o g r a m i n o l d e r
c i t i e s i s l i k e l y t o b e a r e l a t i v e l y h i g h r i s k i n v e s t me n t . Ac c o r d i n g l y , i f
d e v e l o p me n t i s t o be ma d e f e a s i b l e t h e r e wi l l n e e d t o be a v a r i e t y o f f i n a n c i a l
t o o l s ma d e a v a i l a b l e . Th e s e i n c l u d e :

I . Fe d e r a l mor t g a g e i n s u r a n c e f o r a b r o a d v a r i e t y o f u s e s .

2 . Lo n g t e r m a nd c o n s t r u c t i o n f i n a n c i n g a t r e a s o n a bl e i n t e r e s t r a t e s wh i c h
c a n c o me a b o u t e i t h e r t h r o u g h us e o f t a x f r e e b on d d e v i c e s , a Fe d e r a l
De v e l o p me n t Ba n k , GNMA, FNMA p u r c h a s e o f mo r t g a g e s ( f o r a b r o a d v a r i e t y
o f r e s i d e n t i a l a n d n o n - r e s i d e n t i a l u s e s ) a t f a v o r a b l e i n t e r e s t r a t e s ,
d i r e c t i n t e r e s t s u b s i d i e s . . . o r a c o mb i n a t i o n o f t h e s e t o o l s .

3 . Fe d e r a l i n c o me t a x i n c e n t i v e s s h o u l d i n c l u d e t ho s e s u g g e s t e d f o r t he
Co mmu n i t y De v e l o p me n t Pr o g r a m i n e a r l i e r s e c t i o n s o f t h e s e r e s o l u t i o n s .
I t c o u l d a l s o i n c l u d e p r o v i s i o n s f o r f a v o r a b l e t a x t r e a t me n t s t o f i n a n c i a l
i n s t i t u t i o n s c h a n n e l i n g c a p i t a l i n t o s u c h p r o g r a ms .

F. Fe d e r a l f a c i l i t i e s mu s t be c h a n n e l e d t o ur b a n e c o n o mi c d e v e l o p me n t a r e a s .

Fo r t o o ma n y y e a r s t he r e h a s b e e n a c h a n n e l i n g o f f e d e r a l f a c i l i t i e s t o r u r a l
a r e a s a n d s u b u r b s a nd a c o n s c i o u s e f f o r t ma d e t o a v oi d t he d e v e l o p me n t o f n e w
i n s t a l l a t i o n s i n u r b a n c e n t e r s . Mi l i t a r y i n s t a l l a t i o n s , r e s e a r c h c e n t e r s , I RS
p r o c e s s i n g f a c i l i t i e s , f e d e r a l s ub - c o n t r a c t o r i n s t a l l a t i o n s . . . a r e t he k i n d s o f
i n v e s t me n t t h a t f e d e r a l e x e c u t i v e p o l i c y c o u l d c h a n n e l t o o u r ur b a n a r e a s . To
t he ma x i mu m e x t e n t p o s s i b l e t h e s e s h o u l d b e d e v e l o p e d a s f a c i l i t i e s t h a t wi l l
pa y l o c a l pr o p e r t y t a xe s o r ma ke p a y me n t s i n l i e u o f t a x e s . Su c h a p ol i c y wi l l
e x p e d i t e r e d e v e l o p me n t p r o g r a ms , p r o v i d e l o n g t e r m u r b a n j o b s , a nd i mp r o v e
t he l o c a l f i s c a l b a s e .
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G. Lo n g t e r m l o a n s f o r mu n i c i p a l i n f r a s t r u c t u r e .

Any s u c h p r o g r a m wi l l i n e v i t a b l y r e q u i r e s i g n i f i c a n t mu n i c i p a l i n v e s t me n t .
Mos t c i t i e s a r e i n d i r e f i n a n c i a l s t r a i t s a nd wo u l d b e u n a b l e n o w t o r a i s e
s u f f i c i e n t c a p i t a l wi t h o u t i n t u r n r a i s i n g l o c a l p r o p e r t y t a x r a t e s t o a
l e v e l wh i c h wo u l d d r i v e a wa y i n v e s t me n t . Th u s , a r e q u i r e d e l e me n t o f t h e
p r o g r a m wo u l d b e t h e a v a i l a b i l i t y t h r o u g h f e d e r a l g u a r a n t e e s o r d i r e c t f e d -
e r a l l o a n s o f n e c e s s a r y l o n g t e r m i n v e s t me n t c a p i t a l . Th e s e c ou l d b e r e p a i d
o u t o f a t a x i n c r e me n t s y s t e m wh e r e b y a p r o p o r t i o n o f t h e t a x i n c r e me n t s f r o m
a r e d e v e l o p e d a r e a wo ul d b e s e t a s i d e i n a l o a n r e p a y me n t f u n d .

H. Fu n d i n g Re q u i r e me n t s .

I t i s n o t p o s s i b l e , g i v e n t he d i f f e r i n g s o u r c e s a n d t y p e s o f f i n a n c i a l a s s i s t -
a n c e s u g g e s t e d t o gi v e a s p e c i f i c s u g g e s t e d p r i c e t a g f o r t h i s p r o g r a m.

We p r o p o s e t h a t t he Co n gr e s s a p p r o p r i a t e $ 4 0 0 mi l l i o n f o r e a c h o f t h e f i r s t
t wo ye a r s f o r me e t i n g pl a n n i n g a nd s t a r t u p c o s t s . Th i s i s c o n s i s t e n t wi t h
Se c r e t a r y Ha r r i s ' p r o p o s e d i n i t i a l l e v e l o f f u n d i n g f o r t h e De v e l o p me n t
Ac t i on Gr a n t Pr o g r a m. Du r i n g t h i s t i me p e r i o d b e t t e r e s t i ma t e s o f l o n g t e r m
p r o g r a m n e e d s wi l l e me r g e . Th e Co u r e s s c o u l d t h e n a u t h o r i z e f u n d i n g o v e r a
s u b s e q u e n t t e n t o f i f t e e n y e a r p e r i o d s o t h a t t h e a n n u a l dr a w d o wn f r o m t h e
f e d e r a l b u d g e t wo u l d b e wi t h i n a f e a s i b l e r a n g e a n d y e t l o c a l p r o g r a ms wo u l d
b e a s s u r e d o f a v a i l a b l e f i n a n c i n g wi t h i n p e r h a p s a b i e n n i a l b u d g e t i n g p r o c e s s .
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I n J u ne o f 1 9 7 5 , i n Mi a mi Be a c h , Fl o r i d a , I s a t o n t h e p l a t f o r m i n

t h e Ame r i c a n a Ho t e l Ba l l r o o m a n d , f o r t he f i r s t t i me i n my l i f e , I l i s t e n e d

t o J i mmy Ca r t e r . I t wa s a n e l o q ue n t a nd k n owl e dg e a bl e s p e e c h - i t d e a l t wi t h

h ou s i n g a nd t he wa y p e o p l e l i v e - i t wa s a ma j d r a d d r e s s b e f or e t he So u t h -

e a s t e r n Re g i o n a l Con ve n t i on o f t h e Na t i o n a l As s o c i a t i on o f Ho u s i n g a n d Re -

d e v e l o p me n t Of f i c i a l s - a n d , s i t t i n g i n t he a u d i e n c e wa s W. D. Wh i t e , Di r e c -

t o r o f t he Ame r i c u s , Ge or g i a , Hou s i n g Au t ho r i t y , wh o l a t e r c on f i de d t o me t ha t

" J i mmy wa s o n c e o ne o f my t e n a n t s . "

Th a t s a me d a y i n J u n e , I f i r s t me t J o d y Po we l l a nd h e g a v e me h i s c a r d -

a nd I g ue s s t h a t r e a l l y ma r k s t h e t i me wh e n I b e g a n t o b e l i e v e a nd t o t r y t o

c on vi nc e ot h e r s t h a t Mr . Ca r t e r d i d i n d e e d h a ve a r e a l s e ns e o f u n de r s t a n di n g

a b o u t h o u s i n g , a bo u t o u r c i t i e s , a b o u t o u r u r ba n c o n d i t i o n s .

I n J a n ua r y o f 1 9 7 6 , a s Pr e s i d e n t o f t h e Na t i o n a l Hou s i n g Co n f e r e n c e , I

i n v i t e d a l l p r e s i d e n t i a l c a nd i d a t e s i n b o t h po l i t i c a l pa r t i e s t o a p p e a r be f o r e

o u r Co nv e n t i o n i n Ma r c h o r t o s u b mi t po s i t i o n p a p e r s o n h o u s i n g a n d c o mmu ni t y

d e v e l o pme n t . Th e s t a t e me n t we r e c e i v e d f r o m t he Ca r t e r He a d q ua r t e r s wa s t he

be s t o f a l l t h os e wh o r e s po nd e d - a nd i s e x a c t l y t h e s a me s t a t e me n t d i s t r i b ut e d

t hr o u g ho u t t h e c a mpa i g n - t h r ou g h t h e pr i ma r i e s a nd t h e ge ne r a l e l e c t i o n s .

I t i s n o w o n e y e a r l a t e r . Mr . Ca r t e r i s n o w Pr e s i d e n t o f t h e Uni t e d

St a t e s a nd t he t i me ha s c ome t o e xa mi n e t he n a t i on ' s p ol i c i e s o n ho u s i n g a n d

c o mmu ni t y de ve l op me nt - t o a s s e s s wh e r e we a r e a nd t o s e e wh e r e we a r e g oi n g .

But t o do t h i s me a n i n g f u l l y , we mus t r e c og ni z e t h a t t h e r e i s a t i me bo mb

t i c k i ng un d e r t he Ame r i c a n Ec o n omy . I t i s t he h i dd e n c r i s i s o f t he ' 7 0 ' s -

t he ma j o r s h o r t a g e o f h ou s i ng n e e d e d t o p r o vi de f o r t h e p os t - wa r b a b y c r op n o w

c omi n g o f a g e .
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I n t he de c a de o f t he s i x t i e s t he numbe r o f pe opl e be t we e n 30 a nd 4 0

de c l i ne d by 860, 000 . I n t he s e ve nt i e s t h a t a ge gr oup wi l l i nc r e a s e by

s ome 8 mi l l i on - 21/2 mi l l i on of t ha t i nc r e a s e c a me i n t he f i r s t ha l f of t he

de c a de - ne a r l y 6 mi l l i on wi l l c ome dur i ng t he s e c ond ha l f .

Thi s a ge gr oup - t he 30 t o 4 0 ye a r l ol ds - i s t he f a mi l y- f o r mi n g, c hi l d-

r e a r i ng , home- s e e ki ng a ge gr oup. The y a r e c r e a t i ng t he h i ghe s t hous i ng de ma nd

i n our hi s t or y - wi t h ne w f a mi l i e s be i ng f or me d a t a r a t e s ome 4 0% hi ghe r

t ha n t e n ye a r s a go - a t p r e c i s e l y t he t i me hous i ng pr oduc t i on i s s t r uggl i ng

t o r e c ove r f r om 1975' s l ow pr oduc t i on l e ve l - t he l owe s t i n 30 ye a r s a t

1, 160 , 000 dwe l l i ng uni t s .

I n 19 76, whi l e t he me di a n pr i c e of ne w s a l e s hous i ng r os e t o r e c or d

he i ght s - ove r $45, 000 pe r uni t - a nd pr oduc t i on o f ne w s a l e s hous i ng r os e

t o r e c or d a nnua l l e ve l s - mul t i f a mi l y pr oduc t i on r e ma i ne d s e ve r e l y de pr e s s e d

t he onl y br i ght s pot oc c ur r i ng wh e n HUD put on i t s b i g pus h i n l a t e Augus t -

whi c h c a us e d hous i ng s t a r t s t o s pur t f or wa r d s t r ongl y i n t he l a s t f our

mont hs of t he ye a r .

The r e i s a l r e a dy a c r i t i c a l s hor t a ge - a nd t he c r i s i s i s de e pe ni ng .

Soon , f i ve f a mi l i e s wi l l be c ompe t i ng f or e ve r y f ou r a pa r t me nt s a nd home s

a va i l a bl e i n ma ny c i t i e s - d r i v i ng up home pr i c e s a nd r e n t s . We mus t bot h

r e pa i r a nd ma i n t a i n e x i s t i ng home s a nd a pa r t me nt s , a nd bui l d e a c h ye a r a s t e a dy

f l ow o f ne w dwe l l i ngs . Onl y s uc h s t e a dy pr oduc t i on wi l l br i ng c os t - s a vi ng ,

pr i c e- r e du c i ng e f f i c i e nc i e s i n our bui l d i ng i ndus t r y . St op a nd go pol i c i e s ,

wi t h a s s oc i a t e d une mpl oyme nt a nd ba nkr upt c y , ul t i ma t e l y dr i ve up c os t s a nd

pr i c e s .

As a r e s u l t , we a r e s hor t - c ha ngi ng our c hi l dr e n who wi l l unde r pr e s e nt

c ondi t i ons not ha ve t he s a me hous i ng oppor t uni t i e s we our s e l ve s ha d .
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We a r e s hor t - c ha ngi ng t he e l de r l y . We a r e s hor t - c ha ngi ng t he p oor . We a r e s hor t -

c ha ngi ng Ame r i c a a nd t hwa r t i ng t he Ame r i c a n Dr e a m. We s t i l l ha ve a hous i ng d e -

pr e s s i on . We c a nnot s o l ve a hous i ng c r i s i s of t he k i nd now i n pr os pe c t by t he

pol i c y of not bui l d i ng ho us i ng , a pol i c y or r a t he r a nonpol i c y we s e e m t o ha ve

f a l l e n i n t o i n r e c e nt ye a r s .

We a r e f a i l i ng a s a s oc i e t y t o me e t our r e s pons i b i l i t i e s t o our c h i l dr e n

a nd our pa r e nt s . And we a r e f a i l i ng t o me e t our r e s pons i b i l i t i e s t o our s e l ve s .

Our c e nt r a l c i t i e s a l l ove r t hi s l a nd r e f l e c t ne gl e c t a nd de c a y . We ha ve

f a i l e d t o e nc our a ge t he i nve s t me nt ne e de d t o c ons e r ve , p r e s e r ve , r e s t or e o r

r e ha bi l i t a t e t he gr e a t r e s our c e s t ha t s houl d c e nt e r i n t hos e c i t i e s .

Be yond t hi s we a r e l e a r n i ng a ga i n wh a t we s houl d ha ve known f r o m t he

pa s t - t ha t no e c onomi c r e c ove r y i s pos s i b l e wi t hout a hous i ng r e c ove r y. Eve r y

100, 000 uni t s of ne w hous i ng pr ovi de s ove r 150, 000 j o bs a nd $ 2 b i l l i on i n wa ge s .

Eve r y 100, 000 uni t s of ne w hous i ng ge ne r a ge s ove r $4 10 mi l l i on i n t a x r e ve nue s-

$3 00 mi l l i on i n Fe de r a l i nc ome t a xe s , $3 5 mi l l i on i n St a t e i nc ome t a xe s a nd $75

mi l l i on i n l oc a l r e a l pr ope r t y t a xe s . Eve r y 100, 000 uni t s of ne w hous i ng r e -

s u l t s i n e xpe ndi t ur e s of $350 mi l l i on f or ne w a ppl i a nc e s , f ur n i t ur e , d r a pe s ,

ga r de n e qui pme nt a nd o t he r de c or a t i ng i t e ms .

We a r e l e a r n i ng t he h i gh c os t s of i ns t a b i l i t y i n hous i ng - no t onl y i n

hi ghe r hous i ng c os t s but mor e pa r t i c u l a r l y i n l os s of j o bs . Cons t r uc t i on

une mpl oyme nt t oda y i s c l os e t o 15 pe r c e nt na t i ona l l y - up t o 4 0 pe r c e nt i n

ma ny a r e a s - a l l o f i t r e f l e c t i ng t he v i c i ous ups a nd downs o f t he hous i ng

c yc l e .

86- 085 0 - 7 7 - pt . 3 - 19
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The r e i s a t he or y a mong s ome e c onomi s t s , pa r t i c ul a r l y a t t he Fe de r a l

Re s e r ve , t ha t hous i ng i s a " p os t pona bl e " i t e m, t ha t t he r e i s a va l ue i n

us i ng hous i ng t o ba l a nc e o t he r a r e a s of t he Ec onomy - r e ga r d l e s s o f t he

e f f e c t s uc h wi de s wi ngs i n pr oduc t i on ha ve on hous i ng i t s e l f .

And f i na l l y t he r e i s t he ma t t e r of hous i ng c os t i nc r e a s e s , i n t e ns i f i e d

b y l a nd a nd de ve l opme nt c os t s - f r e que nt l y r e f l e c t i ng unwi s e mor a t or i a , no

gr owt h pol i c i e s a nd e xc e s s i ve z o ni n g , p l a nni ng a nd e nvi r onme nt a l r e qui r e me nt s

a nd ma de wor s e by mone t a r y a nd mor t ga ge c r e di t po l i c i e s r e s u l t i ng i n i n t e r e s t

r a t e s t oo h i gh f or a l l b u t a s ma l l por t i on of our popul a t i on .
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And t he s hor t f a l l i n pr oduc t i on of bot h s a l e a nd r e n t a l hous i ng i n

i t s e l f ha s c ont r i but e d t o t he l a r ge i nf l a t i on we ha ve wi t ne s s e d i n t he

pr i c e of e x i s t i ng hous i ng - - up 5 3 % i n t he l a s t f i ve ye a r s .

I f we a r e t o r e ve r s e t he s e t r e nds be f or e t he hous i ng c r i s i s of t he

s e ve nt i e s ove r whe l ms us we ne e d t o move bol d l y i n ne w di r e c t i ons .

Fi r s t a nd f or e mos t we ne e d t o g i ve t he hous i ng o f our pe opl e t he s a me

pr i or i t y a t t e n t i on Pr e s i de nt Tr uma n ga ve i t i n 1946 wi t h h i s Ve t e r a ns Eme r -

ge nc y Hous i ng Pr ogr a m. At t he e nd of WW I I we ha d s ome 13 mi l l i on r e t ur n-

i ng ve t e r a ns , mi l l i ons of wh om we r e i mme di a t e l y i n t he ma r ke t f or a p l a c e t o

l i ve . The y c a me ba c k t o a c ount r y whi c h f or 15 ye a r s ha d bui l t v i r t ua l l y

no hous i ng - - t he c ons e que nc e s of a de pr e s s i on a nd a wa r . Al l of t hi s r e i n-

f or c e d t he wi s dom of g i v i ng hous i ng t op pr i or i t y i n t he na t i on ' s pos t wa r r e -

c ove r y - - a nd i t wor ke d a nd wor ke d we l l .

To s o l ve t he hous i ng c r i s i s of t he s e ve nt i e s we ne e d t he s a me s e ns e of

ur ge nc y we d i s pl a ye d i n t he l a t e 1940 ' s . Wi t hout i t we wi l l me r e l y b e p ut -

t i ng ba nd- a i ds on t he c onc e r ns t ha t p l a gue our c i t i e s a nd t he wa y our pe opl e

l i ve .

We know t he r e i s no s i ngl e nor s i mpl e s o l u t i on t o t he s e c ompl e x pr obl e ms .

We mus t be wi l l i ng t o i n nova t e , t o t r y t o s a ve wha t c a n be s a ve d f r o m c ur r e nt

pr ogr a ms by s ound a dmi ni s t r a t i on - - b u t a bove a l l we mus t d i s pl a y t he wi l l t o

s o l ve our hous i ng pr obl e ms a nd t he wi s dom a nd s t r e ngt h t o gi ve i t t he t op

pr i or i t y i t de s e r ve s .

The r o l e of gove r nme nt i n t h i s hous i ng f u t ur e i s v i t a l . Gove r nme nt mus t

c r e a t e t he pos i t i ve e c onomi c a nd pol i t i c a l c l i ma t e i n whi ch a pa r t ne r s h i p wi t h

pr i va t e e n t e r pr i s e c a n f unc t i on s o t ha t our pe opl e c a n be pr ope r l y hous e d i n
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good n e i g h b or h o od s . Gov e r n me nt mu s t s t i mu l a t e a nd a d mi n i s t e r pr o gr a ms f o r

t ho s e p e o p l e who s e e c on o mi c s t a t us d oe s no t a l l ow t h e m t o p a r t i c i pa t e f u l l y

i n t h e f r e e ma r k e t . And f i n a l l y g o ve r nme n t mus t i n t h e l a s t a na l ys i s b e t he

pr ov i de r o f s u b s i d y , o f f i na n c i ng a nd o f mo r t g a g e c r e d i t wh e n a nd i f t he f r e e

ma r k e t i s un a bl e t o r e s po n d .

Our b a s i c o bj e c t i ve s mu s t i n c l u d e :

1 ) A s t a b l e a nd a c hi e va b l e h ou s i ng t a r ge t - - a mi n i mu m o f t wo mi l l i on

un i t s a y e a r , a nd mo na a s o u r r e s ou r c e s a r e d e v e l op e d t o a c h i e v e l e v e l s mor e

n e a r l y ma t c h i ng o u r a n n u a l n e e d s .

2 ) Mo r t ga ge c r e d i t , f i n a n c i a l i n s t i t u t i o n s t r uc t u r e a nd mo ne t a r y p ol i c y

wh i c h ma k e f o r a s t a bl e f l ow o f f un d s f o r h o u s i n g a nd c o mmun i t y d e ve l op me n t

a t r e a s o na bl e i n t e r e s t r a t e s .

3 ) A r e s t o r a t i o n of t h e t r a d i t i o na l pa r t n e r s hi p b e t we e n g ov e r nme n t a nd

i n d us t r y wh i c h s e r ve d u s s o we l l i n t he p a s t . A r e s t r u c t u r i ng o f go ve r n me nt

h ou s i n g a g e n c i e s t o p e r mi t t he Fe d e r a l Ho u s i n g Ad mi n i s t r a t i on - - t he l i n c hp i n

o f Ho u s i n g pol i c y e v e r s i n c e 193 4 - - t o f un c t i o n e f f e c t i v e l y on c e a ga i n

a n d t he r e v i t a l i z a t i on o f t h e p u bl i c h ou s i ng p r o g r a ms wh i c h h a v e b e e n s o b a d l y

ma l i g ne d a nd un de r mi ne d s o t ha t t he r e l a t i v e l y f e w f a i l u r e s h a ve b e e n ma g ni f i e d

a nd di s t or t e d wh i l e t h e ma ny s uc c e s s e s h a v e be e n i g no r e d a nd de me a ne d .

4 ) Po l i c i e s a nd p r o gr a ms whi c h e n c o u r a g e h ou s i n g i n v e s t me nt , p a r t i c u l a r l y

i n ne r - c i t y r e s t or a t i o n a nd r e n t a l h o u s i n g .

5 ) A b e t t e r ba l a n c e b e t we e n t he ho u s i ng n e e ds o f o u r pe op l e a nd go v e r n -

me n t p o l i c i e s a t f e d e r a l , s t a t e , r e g i o n a l a nd l o c a l l e v e l s .

6 ) En c o u r a g e i n no v a t i o n i n de ve l op i ng n e w f o r ms o f f i n a n c i n g a nd s ub s i dy

wh i c h wi l l r e du c e mo nt hl y s h e l t e r p a y me n t s f o r y ou n g f a mi l i e s a s we l l a s f o r

t he e l d e r l y .
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7 ) Enc our a ge r e a l i s t i c a nd a c hi e va bl e t e c hni c a l i nnov a t i on , pa r t i -

c u l a r l y i n e ne r gy c ons e r va t i on a nd e nvi r onme nt a l pr o t e c t i on .

We ne e d t o de ve l op a de qua t e t r a i n i ng pr ogr a ms t o pr ovi de t he s k i l l e d

wor k f or c e t ha t wi l l be ne e de d; we mus t r e v i s e l oc a l bui l d i ng c ode s t o r e -

f l e c t t e c hnol ogi c a l c ha nge a nd we mus t be wi l l i ng t o e xpe r i me nt i n t he f u l l

knowl e dge t ha t t he r e wi l l ne e d t o be ma ny a ns we r s a s i nde e d t he r e a r e ma ny

hous i ng pr obl e ms .

I t i s s a i d t ha t o n t he whol e o ur pe opl e ha ve be e n be t t e r hous e d t ha n t he

pe opl e o f a ny o t he r na t i on i n t he wor l d. But we a l l know t ha t we a r e a l ong

wa y f r om a c hi e vi ng a de c e nt home i n a s u i t a b l e e nvi r onme nt f o r e ve r y Ame r i c a n

f a mi l y - The r e a r e s t i l l mi l l i ons of Ame r i c a ns l i v i ng i n s l ums - i n our c i t i e s

a s we l l a s i n our r ur a l a r e a s . I f we c ont i nue on t he pa t h we ha ve be e n f o l -

l owi ng t he s e pa s t f our y e a r s , i t ma y we l l be t ha t we woul d no l onge r

be a b l e t o l a y c l a i m t ha t , on t he wh ol e , we a r e t he wor l d ' s be s t hous e d na t i o n .

The a dve nt of a ne w Admi ni s t r a t i on i n t he Whi t e Hous e pr e s e nt s a l l o f us

c ommi t t e d t o c ons t r uc t i ve hous i ng a nd c ommuni t y de ve l opme nt p r ogr a ms , r e ga r d-

l e s s of pol i t i c a l a f f i l i a t i on , wi t h a gr e a t oppor t uni t y .

We c a n e xpe c t wi t h i n a ye a r a t hor ough r e vi e w of t he e f f e c t i ve ne s s of c ur -

r e nt hous i ng pr ogr a ms a s we l l a s t he c ons i de r a t i on of ne w di r e c t i ons .

The Na t i ona l Hous i ng Conf e r e nc e a s t he publ i c i n t e r e s t " umbr e l l a or ga ni z a -

t i on " r e pr e s e nt i ng a l l e l e me nt s of t he hous i ng f i e l d mus t t a ke a ma j or r e s pon-

s i b i l i t y i n pa r t i c i pa t i ng i n t h i s r e vi e w of t h e e x i s t i ng , a s we l l a s t he ne w.

We mus t wor k wi t h t he Ca r t e r Admi ni s t r a t i on , wi t h HUD a nd wi t h t he Congr e s s

t o ma ke pr ogr a ms wor k , de ve l op modi f i c a t i ons a nd a ddi t i ona l pr ogr a ms a nd t o c u t

r e d t a pe a nd e na bl e t hi s v i t a l i ndus t r y t o move f or wa r d s o t ha t de c e nt hous i ng

f or a l l Ame r i c a ns doe s not r e ma i n a n i mpos s i bl e dr e a m.
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Thi s wi l l no t be a n e a s y t a s k , bu t wh a t wor t hwhi l e a c hi e ve me nt e v e r i s ?

Whi l e we mus t r e a f f i r m our goa l s - - we mus t r e a c h a gr e e me nt on t he me t hods

a nd t a c t i c s ne e de d t o a c hi e ve t he m.

I s houl d l i ke t o s i ngl e out t hr e e i s s ue s whi c h wi l l r e qui r e s pe c i a l a t -

t e n t i on a nd c ons i de r a t i on i n t he da ys a he a d.

Fi r s t , t he ne e d f or a de qua t e f undi ng .

Whi l e we s ha r e wi t h a l l Ame r i c a ns a de e p c onc e r n f or t he f i na nc i a l c o n-

di t i on of our na t i on- - a nd a r e a wa r e of t he budge t e r y c ons t r a i n t s wi t h i n

whi l e we mus t ope r a t e , we a r e s t r ong i n our be l i e f t ha t we mus t r e or de r our

pr i or i t i e s - - t h a t t he r e s our c e s of t hi s na t i on mus t be r e s ha pe d t o de a l wi t h

t he c r i s i s i n our c i t i e s , wi t h t he ne e d t o pr ovi de t ha t qua l i t y of l i f e

whi c h ha s be c ome our na t i ona l goa l a nd pol i c y . We c a nnot b e c ont e nt nor c om-

pl a c e nt a bout t he l e v e l of f undi ng ne c e s s a r y t o a c hi e ve t he s e obj e c t i ve s .

Hous i ng a nd t he i mpr ove me nt of our c i t i e s c a nnot a nd mus t no t be r e l e ga t e d

t o t he ba c k bur ne r a nd we mus t be pr e pa r e d t o f i ght v i gor ous l y f or f u l l a nd

a de qua t e f undi ng . Fa r t oo l ong a t i me we ha ve s e e n pr ogr a ms f o r hous i ng a nd

our c i t i e s s hor t c ha nge d a nd unde r f unde d- - we ha ve s e e n f unds i mpoun de d, pr o-

gr a ms s us pe nde d a nd s t udi e d a nd r e s t udi e d a nd t he n ne w pr ogr a ms i n t r oduc e d

onl y t o b e ha m- s t r ung a nd f r us t r a t e d be c a us e of a l a c k of c ons i s t e n t de t e r -

mi na t i on t o e s t a b l i s h a nd ma i n t a i n t he c r i t i c a l l e ve l of f undi ng pr i or i t y

ne e de d t o a c hi e ve our goa l s .

Se c ond, we ha ve s e e n ne w a t t e nt i on f oc us e d on t he pr obl e ms of t he i nne r

c i t i e s . Ma ny o f us i n t he Na t i ona l Hous i ng Conf e r e nc e ha ve be e n de e pl y i n -

vol ve d f or ma ny ye a r s i n pr ogr a ms a nd a c t i v i t i e s f oc us e d on i mpr ovi ng our

c i t i e s . The i s s ue s of a de qua t e mor t ga ge c r e di t f or a l l ne i ghbor hoods- - t he

f i ght a ga i ns t b l i ght - - t he ne e d f or r e ha bi l i t a t i on a nd c ons e r va t i on- - pr obl e ms
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o f a ba ndonme nt - - r e ne wa l of c ommuni t y f a c i l i t i e s a nd t he myr i a d of o t he r

pr obl e ms a r e not ne w t o us . We we l c ome t he ne w a t t e nt i on a nd e mpha s i s , b u t

a r e c onc e r ne d wi t h t he pos s i b i l i t y of ove r s i mpl i f i c a t i on i n t he s e a r c h f or

s o l u t i ons t o t he c ompl e x pr obl e ms i nvo l ve d .

Se ve r a l t hi ngs mus t be bor ne i n mi nd- - n o t wo c i t i e s a r e a bs ol ut e l y a l i ke .

No one pr ogr a m c a n e ve r hope t o be uni ve r s a l l y a ppl i c a bl e . The r e a r e no

pa na c e a s . I n ne r c i t y pr ogr a ms mus t be pa r t o f me t r opol i t a n pl a nni ng a nd

s ol u t i on- - s i nc e we mus t not f or ge t t he c r i t i c a l i mpor t a nc e of ope ni ng up t he

e xc l us i ona r y noos e s ur r oundi ng mos t c or e a r e a s . Ma xi mum e qua l i t y of oppor t uni t y

f or a l l o ur c i t i z e ns mus t e x i s t , n o t onl y i n t he i nne r c i t y but t hr oughout t he

me t r opol i t a n a r e a s . I n our de e pe ni ng c onc e r n f o r t he i nne r c i t y , i t r e a l l y

ne e ds t o be not e d t ha t t he r e i s a c r i t i c a l c onc e nt r a t i on of hous i ng a nd c om-

muni t y de pr i va t i on i n our r ur a l a r e a s .

Any pr ogr a m f or i mpr ovi ng c i t i e s mus t a ddr e s s i t s e l f t o i mpr ovi ng hous i ng

a nd ne i ghbor hood c ondi t i ons f or t he poor , f o r t he mi ddl e i nc ome gr oups a nd

e ve n f o r t he we l l t o do . I t mus t e nc ompa s s ne i ghbor hood pr e s e r va t i on , r e ha bi -

l i t a t i o n , ne w c ons t r uc t i on . . . a l l pe r f or me d i n a pa r t ne r s h i p of t he l o c a l c o m-

muni t y , t he publ i c s e c t or a nd t he pr i va t e s e c t or . Ci t y r e vi t a l i z a t i on c a nnot

i gnor e t he e c onomi c a nd c ul t ur a l ne e ds whi c h a r e e s s e nt i a l f o r muni c i pa l s u r -

v i va l . Thi s me a ns t ha t c e nt r a l a nd ne i ghbor hood bus i ne s s d i s t r i c t s mus t be

i mpr ove d; c u l t ur a l , r e c r e a t i ona l a nd e duc a t i ona l f a c i l i t i e s e nha n c e d; a nd

ne w j ob a nd bus i ne s s oppor t uni t i e s e nc our a ge d . The r e mus t b e s oc i a l , he a l t h ,

we l f a r e , e mpl oyme nt a nd e duc a t i ona l pr ogr a ms t ha t be c ome pa r t a nd pa r c e l o f

t he t o t a l c ommi t me nt t o ma ke our c i t i e s b l os s 3m a ga i n .

Thi r d , t he ga p be t we e n i nc ome s a nd i nc r e a s i ng r e n t s a nd mor t ga ge s pa yme nt s

ha s be e n s e r i ous l y wi de ni ng . Thi s p l a c e s f a n t a s t i c ne w pr e s s ur e s on t he

r e qui r e d s ubs i d i e s ne c e s s a r y t o br i dge t ha t ga p . We ha ve s e e n a budge t a r y

pr oc e s s us e d i n c a l c ul a t i ng r un- o ut s o f s ubs i dy c os t s whi c h d i s t or t t he r e a l
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p i c t u r e . No o t h e r on- g o i n g Fe de r a l p r o g r a m i s c a l c u l a t e d i n a s i mi l a r

f a s h i o n- - a f a s h i on wh i c h wi l l u l t i ma t e l y d e s t r o y s u p p o r t f o r a r e a s on a b l e

l e v e l o f a s s i s t a n c e f o r l o w a nd mod e r a t e i n c o me h o u s i n g a nd n o t e s p e c i a l l y

n e w c o ns t r uc t i o n .

Unl e s s t he r e i s a n a de q u a t e s u b s i d y p r o g r a m, t he ga p wi l l n o t b e b r i d ge d

f o r o u r l o w a nd mod e r a t e i n c o me f a mi l i e s a nd n o p r o g r a m o f r e s h u f f l i n g t h e

p o o r i n t h e s l ums wi l l a l l e v i a t e t h a t p r o b l e m.

And s o , wh e n Mr . Ca r t e r wo n t h e e l e c t i o n . . . . 1 , a l on g wi t h s o ma n y o t h e r s
we r e o nc e mo r e h o p e f u l a nd op t i mi s t i c a bo u t t h e f u t u r e a t t e n t i o n t h a t wou l d b e
g i v e n t o t h i s a l l - i mp or t a n t a s p e c t o f o u r l i v e s . . . o u r s h e l t e r . . . o u r c i t i e s . . .

o u r c o mmu n i t i e s . . . a n d t o t h e u ne mp l o yme n t i n t he c o ns t r uc t i o n t r a de s . . . a n d t o

t h e s t i mu l a t i o n o f o u r e c on o my . . . a n d t h a t p r o d uc i n g h o u s i n g a nd b u i l d i n g

b e t t e r c i t i e s wa s n o t r e a l l y i n f l a t i o n a r y . . , t h a t i t wa s n o t i n v e s t me n t i n a

t hr ow- a wa y e c o n o mi c p r og r a m. . . b u t t h a t i t i s s t a b l e a n d l o n g - t e r m i n i t s i m-

p a c t . . . t h a t i t wou l d p r od u c e j o b s a nd t ha t t h e h ug e s e c t i o n s o f un e mpl oy e d

i n t h e i n d u s t r y wo u l d a t l a s t s t op b e i n g a d r a i n o n t h e e c on omy t hr ou gh u n e m-

p l o y me n t b e n e f i t c o s t s , a nd s o o n.

I n l a t e De c e mb e r , 1 9 7 6, we p r e s e n t e d Mr . Ca r t e r wi t h a s u g g e s t e d c o ur s e

o f a c t i o n . We s a i d , " F i r s t , wh a t b e c o me s mo s t i mp o r t a n t , a nd a s q u i c k l y a s

p o s s i b l e , i s t h a t we h a v e p r o f e s s i on a l a nd e x pe r i e n c e d p e r s on s f o r t h e p o s i t i o n

o f Un de r - Se c r e t a r y , f o r p o s t o f Ge n e r a l Co u n s e l o f HUD, f o r t h e v a r i o u s As s i s t a n t

Se c r e t a r i e s , a n d f o r t he v a r i ou s HUD Re gi o na l a nd Ar e a p e r s o n n e l wh o wi l l b e

a pp o i nt e d . I n a d d i t i on , we mu s t h a v e p r o f e s s i on a l a n d e x p e r i e nc e d l e a d e r s i n

g o ve r nme n t a l f i n a n c e a g e n c i e s , s u c h a s t h e Ho me Lo a n Ba nk Bo a r d , GNMA, t h e

Fe d e r a l Re s e r v e Bo a r d , a nd o t h e r s wh o a f f e c t h o us i n g a nd c o mmu n i t y d e v e l o p me n t

f i n a n c i n g . "
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Fr om o u r o bs e r v a t i o n s t o d a t e , b a s e d o n t h e n o mi n a t i o n s we h a v e h e a r d o f

s o f a r Pr e s i de n t Ca r t e r a nd hi s n e w Se c r e t a r y o f HUD, Pa t r i c i a Ha r r i s , ha ve

c e r t a i n l y f o l l owe d o u r a d v i c e .

Se c o n d , we s a i d " t h a t t h e HUD Un de r - Se c r e t a r y a nd o t h e r HUD As s i s t a n t

Se c r e t a r i e s b e g i v e n s t r o n g op e r a t i v e s u p p o r t a nd a u t ho r i t y t o b o l s t e r t h e

mo r a l e a n d i mp r o v e t he pe r f or ma nc e o f t he e n t i r e De p a r t me n t , i f we a r e t o a c hi e v e

e i t h e r o u r e c on o mi c o r h ou s i ng a nd c ommu n i t y- d e v e l o p me n t g o a l s . Mo s t s p e c i f i c a l l y ,

i t me a ns s t r o n g a nd i mme d i a t e a dmi n i s t r a t i v e a c t i o n t o g i ve t he As s i s t a n t Se c r e -

t a r y f o r Ho u s i n g ( t h e o l d FHA p o s t i n HUD) l i n e a ut ho r i t y t o a c c o mp l i s h r e s u l t s

t h r o u gh d e c i s i o n- ma k i n g p o we r s . "

I t i s o bv i o u s l y t oo e a r l y t o r e p o r t p r o g r e s s on o u r s e c on d r e c o mme n d a t i o n .

Th i r d , we s a i d t h e n a nd we now r e i t e r a t e t h a t , " t h e r e i s a ne e d f o r k n o w-

l e d g e a b l e i n p u t i n t h e e c o n o mi c d i s c u s s i on s wi t h r e ga r d t o t he i mme d i a t e s t e p s

t o b e un d e r t a k e n i n r e s t or i n g t h e e c o n o mi c he a l t h o f t h e na t i o n . Wh i l e t h i s i s

n o t a p l e a t o e l i mi na t e a n y t yp e o f t a x r e b a t e , n o r a d i mi n ut i o n o f t h e c o n -

s t r u c t i v e e f f e c t o f p u bl i c j o b s , i t d oe s me a n a muc h mo r e s e r i ou s c on s i d e r a t i on

o f t h e d r a ma t i c , l o n g- r a n ge a nd c o ns t r u c t i v e e f f e c t o f n e w h o u s i n g p r od uc t i o n

a nd ma j o r r e h a bi l i t a t i o n p r o gr a ms . . . wi t h t he j o b t r a i n i n g , t he u t i l i z a t i o n o f

t he u n e mp l o y e d, t he e n c ou r a g e me n t f o r p l a n t e x p a n s i on f o r b u i l d i n g ma t e r i a l

ma n u f a c t ur e r s a n d t he f a r - r e a c hi n g mul t i p l i e r e f f e c t o f t he muc h n e e d e d n e w h o u s -

i n g o n t h e na t i on a n d o n ou r c o mmu n i t i e s .

Pl e a s e , Mr . Pr e s i d e n t , l e t us a l l r e r e a d yo u r po s i t i o n p a p e r o n h o u s -

i ng . . . o n t h e n e e d f o r r e l i a n c e o n t h e " p r o f e s s i o n a l s " a s y o u s o we l l de s c r i be d

i t . . . o n t he j o b s f o r u ne mpl oy e d c o ns t r uc t i o n wor k e r s . . . o n t h e g r e a t e s t n e e d f o r

ho u s i n g f o r t he l o w a nd mo de r a t e i nc o me f a mi l i e s . . . a nd o n e f f e c t i v e a c t i on t o

p r o v i d e t he mu c h- n e e d e d mor t ga ge f u n d i n g a t r e a s on a b l e i n t e r e s t r a t e s , s o t h a t

t he yo ung a nd t he o l d . . . a n d e v e r y on e i n be t we e n ma y h a v e a de c e n t h o me . . , i n a

de c e nt c o mmu ni t y .
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Thi s i s e ve r s o i mpor t a n t a s we f a c e t he r e s t o f t he wor l d i n pr oc l a i mi ng t ha t i n

our s oc i e t y , our e c onomi c wa y of l i f e c a n pr ovi de t he qua l i t y of l i f e s o muc h

be t t e r t ha n a ny o t he r s y s t e m ma n ha s de vi s e d t o da t e . Mr . Pr e s i de nt , your

e l oque nt s t a t e me nt on t h i s i n t he t hi r d de ba t e dur i ng t he e l e c t i ons c a n c ome t o

p a s s ! " Wor ki ng t oge t he r , we c a n ma ke i t a r e a l i t y .

The t he me o f t h i s 46t h Annua l Conve nt i on o f t he Na t i ona l Hous i ng Conf e r e nc e

i n 1977 i s " Ne w Pr i or i t i e s " .

We s i nc e r e l y hope t ha t a t our 47t h Annua l Conve nt i on i n 1978 we wi l l be

a bl e t o r e por t ba c k t ha t our t h i r d r e c omme nda t i on a nd our c onve nt i on t he me b e -

ga n t o be r e a l i z e d i n 1977.



2145

Mr . AuCony. Tha nk you, Mr . Wei ner .
Mr . Lundi ne of Ne w Yor k, who i s an at t orney, has l eft . I don' t

know whet her t hi s was because of t he comment you ma de about
at t orneys.

MT. WEI NER. I hope not .
Mr . Au Co m. Let me ask you a coupl e of qui ck quest i ons bef or e

t ur ni ng i t over t o my col l eagues.
I compl i ment you, first of al l , f or poi nt i ng out your di sappoi nt -

ment wi t h t he pr oposed r educt i on i n ne w const r uct i on act i vi t y under
sect i on 8.

Thr oughout t he l ast Congr ess I r epeat edl y t r i ed t o ma ke t he poi nt
t hat unl ess we put a great er f ocus i n sect i on 8 on const ruct i on and
ma de i t cont r i but e t o t he i ncrease of housi ng s uppl y i n communi t i es
across t he count r y t hat not j ust t hose who ar e el i gibl e f or sect i on 8
wi l l pay t he pri ce, but t hat al l wi l l pay t he pri ce.

Because i n ma ny maj or ur ban cent ers t he vacancy rat e i n rent al
housi ng i s ext r emel y smal l .

I n Por t l and, t he maj or ci t y i n Or egon, t her e i s l ess t han a 1- per cent
vacancy rat e. Whenever you have t hat ki nd of a cr unch ever ybody
pays t hr ough hi gher pri ces.

Mr . WEI NER. Ri ght .
Mr . Au Co m Even t hough I recogni ze t he budget ar y i mpact and t he

pressures i nt ernal l y t hr ough t he cont ract aut hor i t y you have refer red
t o, i t j ust s eems t o me t hat t hi s subcommi t t ee and your or gani zat i on—
and ever yone el se who car es —ought t o press f or t he great est amount of
f ocus on ne w const ruct i on and rehabi l i t at i on, s o we can i ncrease t he
s uppl y of housi ng st ock and sect i on 8 shoul d not be exempt f r om t hi s
effort . I t shoul d be one of t he t ool s we use t o do so.

An d I compl i ment you f or poi nt i ng t hat out .
Let me ask you t hi s, t her e have been cl ai ms by s ome t hat wor ki ng

t hr ough St at e housi ng f i nance agenci es i s one of t he mos t expensi ve
ways t o del i ver subsi di zed housi ng. Ot her s di sput e t hat . I wonder how
you and your or gani zat i on feel about t he quest i on?

Mr . WEI NER. OK.
Fi r st l et me open up by sayi ng t hat I a m bui l di ng sect i on 8. I t hap-

pens t hat i n my rol e as presi dent of t he Nat i onal Hous i ng Conf er ence,
Inc. , I a m wear i ng t he hat of a br oad coal i t i on.

I n my pr i vat e and busi ness l i fe I a m not an at t orney, my par t ner i s
an at t orney. So, t hat i s how cl osel y I feel about it.

[ Laught er . ]
Mr . WEI NER. But I t hi nk t hat I woul d l i ke t o st ep out of t he shoes

i n whi ch I a m t est i fyi ng and t al k as a bui l der , devel oper of l ow-
i ncome housi ng.

I a m now i nvol ved i n pr ovi di ng sect i on 8 housi ng, ne w const ruct i on,
and t he onl y wa y I coul d get i t done was t hr ough t he St at e housi ng
f i nance agenci es. Yes , t her e ar e s ome t hat has been done t hr ough t he
modi f i cat i on of usi ng t he F HA pr ogr ams and t her e ar e s ome pl aces
wher e i t has been done convent i onal l y.

But i f you woul d compar e t he quest i on of cost bet ween doi ng i t
t hr ough F HA or doi ng i t convent i onal l y wi t h t he f act t hat t he St at e
f i nanci ng agency has real l y been abl e t o process i t wi t h about one- t hi rd
of t he paper wor k, about t hr ee t i mes as fast . I f you s i mpl y t ook t he
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t i me saved f r om whe n you st ar t t he process t o when you fi ni sh i t , and
you l ook at t he i nf l at i onary i ncr ease i n t he cost of const ruct i on i t
suddenl y get s cheaper t o do i t t he wa y t hat get s t hat bui l di ng i nt o
t he gr ound whi l e you ar e st il l at l ast year ' s cost i nst ead of t he cost
2 or 3 year s down t he r oad. So t hat cost t hey have not measur ed.

I t hi nk t her e i s a quest i on about est abl i shi ng mar ket r ent s so t hat
t he St at e f i nanci ng agenci es can go out and use t he 30- year l ease whi ch
wi l l obvi ousl y br i ng a l ower cost i f you ar e goi ng t o comput e it.

Bu t as I sai d before, i f you t ake a 20- year cont r act , what ar e we go-
i ng t o do wi t h t he peopl e at t he end of t he 20 year s? Yo u ar e goi ng t o
r enew it .

No w, i f we want t o del ude our sel ves by bel i evi ng t hat i f you have a
40- year r unout and use 40 year s f or t he cal cul at i on and, on t he ot her
hand, use t he 20 year s because i t says 20 year s, I t hi nk we ar e real l y
ki ddi ng oursel ves.

Le t me poi nt out one ot her t hi ng, t hat our exper i ence i n t he si ngl e-
f ami l y house busi ness i s t hat wi t h a 25- year mor t gage, t he aver age
l engt h of t he mor t gage i n real l i fe i s s omewher e bet ween 10 and 11
year s. I t get s t ur ned over , i t get s sol d, i t get s r ef i nanced and so on. An d
I woul d suggest t hat mos t housi ng ut i l i t ies bui l t under sect i on 8, even
t hose wi t h 40- year cont ract s, ar e goi ng t o end up get t i ng r ef i nanced
because of t he owner shi p r el at i onshi p t hat exi st s, t ax st ruct ur e and
ot her r easons.

So, I a m not so sur e t hat t her e real l y i s t hat muc h di f ference be-
t ween t he f or ms of f i nanci ng i f you t ake al l t he f act or s i nt o
consi derat i on.

Mr . AuComr . I n maki ng sect i on 8 wor k do you t hi nk t hi s commi t t ee
woul d ma ke a mi st ake i n not pr ovi di ng f or a speci fi c set-asi de of sec-
t i on 8 f unds f or St at e hous i ng f i nanci ngs?

Mr . WEI NER. Wel l , I have been ambi val ent on t hi s quest i on f or a
l ong t i me. Somet i mes I mm f or t hem and somet i mes I a m agai nst t hem.
An d somet i mes I wi sh I had t he aut hor i t y t o be f or or agai nst t hem
at t he mome nt t hat t he si t uat i on ari ses.

I f we ar e goi ng t o have set-asi des f or sect i on 8, and i t l ooks l i ke i n
t he past t he pol i cy has been t o set cer t ai n t hi ngs asi de, t hen I t hi nk
we have got t o ma ke a desi gnat i on of s ome Feder al set-asi de f or St at e
agenci es.

I not i ce t hat Mr . Hanc e of t he Counci l of St at e Agenci es i s t est i fy-
i ng t hi s af t er noon. I t hi nk defensi vel y hi s posi t i on woul d be, t hat t hey
ar e goi ng t o need set-asi des.

We have set asi de sect i on 8' s f or maj or rehabi l i t at i on, and we have
st ar t ed t he pr ogr am of set t i ng i t asi de. An d I t hi nk we ar e goi ng t o
have t o cont i nue i f we ar e goi ng t o ma ke i t wor k.

Mr . PARI SH. The Ne w Yor k St at e hous i ng f i nance agenci es ar e not
i n ver y good s hape r i ght now and t hey woul d have a t ough t i me usi ng
a set-asi de. So, we need t o enabl e t hese agenci es cer t ai nl y i n s ome of t he
St at es t o be abl e t o f i nance hous i ng and t her eby use t he sect i on 8 set-
asi de. I f we set i t asi de and t hey can' t do t he f i nanci ng, we ar e set t i ng
i t asi de and i t can' t be used. So, you woul d have a doubl e pr obl em t hen.

Mr . Au Comr . Mr . Lundi ne
Mr . LUNDI NE. Mr . Par i sh, I was ver y i nt erest ed i n a coupl e of com-

ment s you ma de on your resol ut i ons. I n one i nst ance you i ndi cat ed
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t hat you pr oposed an i ncrease i n t he a mount of di scret i onary f undi ng
under t he communi t y devel opment pr ogr am and t hen t owar d t he
concl usi on of your st at ement you sai d t hat you suppor t ed t he pr oposal
of Secr et ar y Har r i s f or a devel opment act i on gr ant pr ogr am. Ma y
t hose t wo not cor rel at e? I n ot her wor ds , wi l l t he act i on gr ant pr ogr am
be an answer t o t he ki nd of di scret i onary communi t y devel opment
aut hor i t y t hat you ar e seeki ng?

Mr . PARI SH. I t hi nk i t ma y be. We have not seen t he ful l det ai l s on
t hat yet . Bu t I mi ght c omme nt on t hat , Mr . Lundi ne, t hat t he pr ob-
l em wi t h t he di scret i onary gr ant pr ogr am has been t hat communi t i es
get a fai r l y smal l gr ant on a 1-year basi s. The y have no wa y of st affi ng
up, of assur i ng any cont i nui t y because t hey don' t know i f t hey ar e
goi ng t o get i t t he second year . The y cannot pl an ahead.

I t has not been possi bl e f or t he di scret i onary communi t i es t o have
t he ki nd of process t hat i s needed t o under t ake a meani ngf ul pr ogr am
of si gni fi cant scope.

I t hi nk s ome of t he t hi ngs I have seen wr i t t en on Secr et ar y Har r i s '
pr oposal ma y get ar ound t hi s or at l east be a bet t er sys t em f or assur-
i ng t he bet t er use of t hose f unds.

Mr . LUNDI NE. Yo u ma y be i nt erest ed t hat she t ol d me whe n she
test i fied at t hese hear i ngs, t hat t hat wa s preci sel y her i nt ent i on. By
pr oposi ng t he act i on gr ant , t o al l ow f or mul t i year commi t ment s , and
not t hi s i dea of spr eadi ng t he mone y out a l i t t le bi t t o ever y j uri s-
di ct i on, but real l y concent r at i ng.

I woul d l i ke t o t ur n t o t he sect i on 312 l oan pr ogr am.
Yo u r ecommended act i vi t y of $150 mi l l i on annual aut hor i zat i on.
I f my recol l ect i on serves me correct l y, H U D i s pr oposi ng no ne w

appr opr i at i on or aut hor i zat i on f or t he sect i on 312 pr ogr am. But i t
al l eges t hat t hey have $70 mi l l i on l eft over f r om l ast year ' s f unds or
t he cur r ent year ' s f unds t hat woul d be adequat e.

I f we cont i nue t he rehabi l i t at i on l oan pr ogr am at t hi s rat e, i n your
j udgment wi l l t hi s al l ow f or t he cont i nuance of an effect i ve pr ogr am?

Mr . PARI SH. Wel l , t o t he ext ent t hat any f unds ar e avai l abl e, I
t hi nk i t i s goi ng t o be effect i ve. But t he pr obl em i s t hat whe n t here
ar e ver y l i tt le f unds and H U D deci des t o gi ve s ome out a l i t t le bi t at
a t i me, t he communi t i es need s ome l eadt i me t o wor k wi t h t he owner s ,
t o pr epar e t he appl i cat i ons, t o get t hem i nt o t he offices and get t hem
processed. I f t he ar ea offices don' t know t hat t hey have adequat e f unds
and can' t encour age t hese appl i cat i ons t hen on t he del i very si de you
get t he communi t i es sayi ng, " We can' t put t hem i n. "

No w, t he quest i on you rai sed about t he f unds t hat t hey have now,
t he r eason t hat t hey have t hose f unds now i s because t he processi ng
of t he appl i cat i ons had been so i nadequat e and t hey have not been abl e
t o get t he l oans out .

But , Mr . Lundi ne, I can assure you t hat t her e i s a f ant ast i c amount
of i nt erest and de ma nd f or t hi s t ype of pr ogr am and i t i s ver y consi st -
ent wi t h t he nei ghbor hood preservat i on obj ect i ves t hat t hi s s ubcom-
mi t t ee has voi ced.

And , i f onl y we coul d get t he pr ocessi ng i mpr oved, get mor e sel f-
appr oval i n t hose communi t i es wi t h expert i se. I a m sur e t hat t he r at e
of ut i l i zat i on of t he f unds coul d f ar exceed even t he $150 mi l l i on, and
t he onl y r eason we have l i mi t ed our sel ves t o t hat i s because we want ed
t o appear r easonabl e.
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Mr . WEI NER. I t i s par t of a " Cat ch-22, " I t hi nk.
On e of t he r easons t hey have not been abl e t o process t he money

t hat t hey have aut hor i zed and avai l abl e now i s because t he pr ogr am
has been choked off over a per i od of t i me and t hey l ost t he st aff t o do
i t wi t h.

Then, t hey f und i t , and t hey can' t r ebui l d t he organi zat i on t o proc-
ess i t , and t hen we say, " Cut off t he f unds " because t hey coul dn' t use
al l of t he f unds. Yo u keep on t hi s st op- and- go stuff, you wi l l dr i ve
t hem par anoi d, and you wi l l not get any rehabi l i t at i on. Ther e i s no
sense t al ki ng about t he i nner ci t ies and preservat i on of t he exi st i ng
st ock and rehabi l i t at i on and al l t he magi c code wor ds wi t hout gi vi ng
t hem t he l evel of f undi ng wi t h s ome consi st ency so t hey can bui l d up
and r each t hat l evel and get i t done.

An d i nci dent al l y, I mus t ask you one ot her quest i on, wha t was
HUD' s or i gi nal pr oposal t o OMB? Or wa s t hi s OMB' s pr oposal t o
H U D t hat fi nal l y c ame t o you? I mus t cont i nue t o ask t hat quest i on
ever y t i me.

Mr . LUNDI NE. I had t he mi s t aken not i on t hat we wer e t o ask t he
quest i ons here.

[ Laught er . ]
Mr . LUNDI NE. Al t hough I mus t admi t t hat s ome of my col l eagues

l ose t r ack of t hat , t oo, i t s eems t o me.
Coul d I j ust ask you one ot her quest i on?
I a m not goi ng t o ans wer your quest i on. I a m wi t h you 100 percent .
Mr . WEI NER. Al l r i ght .
Mr . LUNDI NE. I have suff ered under t hat pr obl em.
Mr . WEI NER. Yes. Tha t i s r i ght .
Mr . LUNDI NE. I woul d l i ke t o ask you about t he sect i on 202 pr ogr am.
Real l y nei t her of you test i fied di rect l y t o t hi s poi nt .
But her e i s a pr oposal , as you undoubt edl y know, t o decent ral i ze

t he admi ni st r at i on of t he seni or ci t i zen or el der l y hous i ng pr ogr am
aut hor i zed by sect i on 202. I woul d be i nt erest ed i n your comment s on
wha t t hat i s goi ng t o me a n t o t he vi abi l i t y of el der l y housi ng.

Mr . WEI NER. I t wi l l dest roy it . I f we ar e goi ng t o t r y t o t r ai n ever y
office how t o process t he sect i on 202 appl i cat i ons, i t has al r eady been
Apr i l whe n t hey aut hor i zed i t a year ago.

I know of no sect i on 202 appl i cat i on t hat i s ever goi ng t o be done
because t he cl erks or t he peopl e who ar e oper at i ng t he pr ogr am now
ar e si t t i ng i n t he ar ea office r eadi ng t he manua l and sayi ng, " I got t o
put a dot over her e, and a per i od over t here, " and t hey have never
r un i t.

I bel i eve par t of t he r est ruct ur i ng of H U D has got t o go back t o
t he assumpt i ons t hat cer t ai n cent ral i zed aut hor i t y has t o r emai n
wi t hi n a r egi onal or cent ral office basi s. Cer t ai n aut hor i t y ought t o
be l i ne aut hor i t y goi ng r i ght down t o t he i nsur i ng office under t he ol d
t radi t i onal met hods , wha t we use f or F HA and you don' t need ei t her
r egi onal or cent r al expert i se.

Th e sect i on 202 pr ogr am i s f at ed f or absol ut e dr aggi ng out over
a per i od of t i me unl ess we r ecogni ze t hat we have got t o get process-
i ng pr ocedur es i n a cent ral i zed f ashi on so we can get t he ne w uni t s
f unded, somet hi ng l i ke 12, 000 uni t s t hat wer e or i gi nal l y pr oposed i n
t he Hous i ng Ac t i n Augus t of 1974, and we still have not got one of
t hem near const ruct i on.



2149

An d i nci dent al l yj t hi nk t he ne w st aff i n H U D i s awar e of t hat
pr obl em and has t hat under s ome ser i ous di scussi on. Tha t i s t he onl y
wa y i t i s goi ng t o wor k.

Mr . LUNDI NE. My t i me has expi r ed.
Mr . Au Co w. Mr . Bl anchar d?
Mr . BLANCHARD. Let me f ol l ow up on t he poi nt you make, about t he

affordabi l i t y of housi ng f or anyone, not j ust l ow i ncome or moder at e
i ncome. But cer t ai nl y mos t peopl e i n t he mi ddl e- i ncome cat egor y ar e
f aced wi t h t hat pr obl em. Wh a t i s i t you speci fi cal l y t hi nk t he Con-
gress ought t o do t o mi ni mi ze t he pr obl em of t he skyr ocket i ng cost of
ne w housi ng or even exi st i ng housi ng? To combat t he phenomenon
exhi bi t ed i n t he MI T s t udy?

Mr . WEI NER. Fi rst , t radi t i onal wi s dom and under s t andi ng of our
economi c syst em says t hat wher e you have shor t ages pr i ces ar e goi ng
t o get pushed up. We have t r emendous shor t ages i n housi ng. We have
t r emendous shor t ages i n mat er i al s f or bui l di ng t hose houses, and w e

ar e agai n i n a "cat ch- 22" because of t he de ma nd f or s ome of t hose ma -
t eri al s, and s ome of t hat l abor comes on us i n a r ush, i t i s goi ng t o get
scarce and t he pr i ces wi l l go up agai n and we ar e goi ng t o have t hat
cont i nual f i ght agai nst i nfl at i on because of shor t ages, not because of
j ust r unaway pri ces. Tha t i s No. 1, t he f act t hat we have not kept up
an adequat e suppl y.

Second, and i nci dent al l y, t he t i ght money pol i cy of t he Feder al Re-
ser ve Boar d i s one wa y of f i ght i ng i nfl at i on by rai si ng t he pr i ce of
money, whi ch i s i nf l at i onary i n i tsel f. So, No. 2 i s t hat we ar e pr opos-
i ng pr ogr ams whi ch wi l l cl ose t he ga p bet ween i ncomes and t he cost
of housi ng, sect i on 235 f r om 5 per cent down, t andem or Br ooke- Cr an-
st on f undi ng f r om, l et us say, 2 poi nt s bel ow F HA on upwar d, and
t hi s wi l l , we t hi nk, be ver y hel pf ul i n br i ngi ng hous i ng wi t hi n t he —
f or sal es hous i ng wi t hi n t he cost r ange of mor e f ami l i es i n t he mod-
erat e- and i n t he mi ddl e- , l ower mi ddl e- i ncome bracket s.

We al so t hi nk t hi s i s i mpor t ant i n t he mul t i housi ng f ami l y field.
An d we ar e not t al ki ng about t he subsi dy f or t he ver y poor and f or
t he moder at el y poor .

Thi r d, we t hi nk t hat t her e ar e a whol e seri es of t hi ngs t hat need t o
be under st ood. We have t rade-offs i n our soci et y now bet ween t he en-
vi r onment al concer ns on t he one hand and t he concer ns t hat we have
of pr ovi di ng housi ng.

We have t he pr obl ems of s ewer mor at or i ums , we have t he pr obl ems
of our cl ean wat er and cl ean ai r l egi sl at i on.

An d we t hi nk we need a bal anced appr oach. Not pose one agai nst
t he ot her i n t he wa y t hat unf or t unat el y we have been doi ng.

We al so t hi nk t hat t her e i s one good wa y of pr ovi di ng cost s f r om
r unni ng a wa y on us and t hat i s get t i ng a r at e of pr oduct i on so t hat
we can have an exper i enced l abor for ce because wha t has been hap-
peni ng t o us i n t hi s whol e per i od i s t hat each t i me we go down, t r ai ned
mechani cs and ot her s l eave t he fi eld, mi ddl e management br eaks up,
capi t al i nvest ment bankr upt ci es begi n t o appear . Then, as we come
up wi t h our de ma nd or st i mul at i on of t he economy, we have t o go
t hr ough t he cost l y process of st ar t i ng f r om scrat ch. An d ever y t i me
you st ar t f r om scrat ch, you have added t o t he cost of t he uni t .

Ther e i s not a s i mpl e ans wer t o t hi s. I t i s a quest i on of a consi st ent
housi ng and communi t y devel opment pol i cy at a l evel , and over a
l onger r ange per i od t han we have been wi l l i ng t o do.
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Mr . BLANCHARD. Let me expl or e t hat a mi nut e. I t hi nk mos t of our
subcommi t t ee agr ees wi t h you on thi s. We have t ri ed t o do somet hi ng
about i t ; we have not been t oo successful , but we have t ri ed. And al so
t hat we woul d suppor t pr ogr ams t o subsi di ze t he di fference bet ween
t he mar ket i nt erest rat e and s ome arbi t rary f i gure f or di fferent i ncome
cat egori es.

Al so an appreci at i on of t he f act t hat sewer s and wat er and gas con-
nect i ons, t hi ngs l i ke t hat , ar e a real i ngr edi ent i n t hi s.

Beyond t hose t hi ngs whi ch ar e ver y difficul t t o cont rol i ncreasi ngl y,
you ar e sayi ng t hat i f we mer el y i ncrease t he suppl y t hat woul d be a
good st ep t o r educi ng cost s because of compet i t i on?

Mr . WEI NER. Yes .
Wel l , i f you i ncrease t he suppl y, and I don' t car e what your pr oduct

is, you can i ncrease t he suppl y wi t hout pr ovi di ng a reasonabl e amount
of i ncome t o t he per sons who need t o pur chase or t o acqui re t hose uni t s
or t o r ent t hem. I f you i ncrease t he suppl y i n t hat f ashi on you ar e
j ust goi ng t o have a l ot of vacant overbui l t housi ng. I recogni ze t hat .

But one of t he r easons exi st i ng housi ng has spi ral ed upwar d i n t he
l ast year or so i s because of t he shor t age. I t used t o be we had a t ri ckl e-
down t heor y, t hat i f you, i f you bui l t houses f or t he r i ch and t hey
passed on t hei r used houses down t he l i ne unt i l final l y i t got down t o
a poor f ami l y when i t was about t o fal l apar t and t he r oof was l eaki ng,
t hey got it.

But wha t happened is, because of t he shor t age you can' t even buy
t hose houses f or a decent pri ce.

Mr . BLANCHARD. I f ol l ow you.
I t i s an unbel i evabl e pr obl em i n my area, subur ban Det roi t .
Mr . WEI NER. That i s r i ght .
Mr . BLANCHARD. Eve n i f we i ncrease t he suppl y, whi ch I know cl as-

si cal ly woul d t end t o suppor t your t hesi s, aren' t t he cost s of r aw ma-
teri als, and l abor , of j ust put t i ng up t he ne w house, pl us t he cost of
pr oper t y t axes, whi ch wi l l not go down, pl us t he cost of t he ut i l i t ies
such t hat we ar e still t al ki ng about housi ng no mat t er what t he i ncome
cat egor y, becomi ng a muc h great er per cent age of a person' s i ncome
t han ever before ? I me an wha t —you know, peopl e I t al k t o, and I
have bought t wo homes i n t he l ast 5 years, l ook at how muc h t hey have
t o come up wi t h as a downpayment and what t hei r mont hl y payment
wi l l be, and t hen t hey l ook at what t he pr oper t y t axes wi l l be pr or at ed
over t he year , and now t he ut i l i ty bills. An d t he f i gure, no mat t er how
you sl i ce it , t he f i gure is a ver y hi gh f i gure and i t has got t o be fai r l y
hi gh f or t he bui l der t oo, j ust t o ma ke a profi t . Bui l der s ar e not i n t he
busi ness of char i t y.

I real l y t hi nk, asi de f r om t he Communi t y Devel opment Act , whi ch
i s real l y rel at ed but a separat e mat t er , t hi s i s t he $64 quest i on f or t he
aver age f ami l y t oday. Wh a t ar e your cost s t o put up a st ruct ure?

Mr . WEI NER. They ar e doubl e wha t t hey wer e 10 or 12 year s ago
and one of t he r easons i s t he cost of l umber .

Now, I t hi nk, I wi l l get f or you I wi l l get f or you a copy of Mr . Au-
Coi n' s speech t o t he Nat i onal

you,
Conf er ence on Sunday i n

whi ch he t raced t he pr obl em of t he suppl y and t he cost of l umber .
Mr . BLANCHARD. Tha t i f t her e was a consi st ent s uppl y t hat was

real l y avai l abl e wi t h an expandi ng or , at l east , an assurance of mar -
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ket s t hat ar e out t here, t hat t he t i mber manuf act ur er s and t he process-
i ng so f or t h t hat t akes pl ace woul d pr oceed at a l evel , whi ch woul d
br i ng t he cost s down even t hough t he de ma nd f or t hat l umber wa s
goi ng up; but one of t he r easons i t i s so hi gh now i s t he st op- and- go
process, t he f act t hat t he avai l abi l i t y of t i mber s uppl y f r om t he na-
t i onal forest s and s o f or t h has been rest ri ct ed because t he ma n has not
been i n t her e pus hi ng on i t , and as a resul t whe n we do get s ome r ecov-
er y we f i nd t he pr i ce of l umber j umpi ng wa y out of si ght .

Nobody i s goi ng t o i nvest i n a ne w pl ant t o ma ke t oi l et s i f t he l evel
of housi ng st ar t s i s 1. 1 mi l l i on or 1. 2 mi l l i on or 1. 5 mi l l i on. / knd i n
1972 whe n we began t o achi eve a l evel of hous i ng t hat wa s begi nni ng
t o appr oach our housi ng goal s, 2, 200, 000 or 2, 250, 000 we r an out of
toi let s. We bui l t houses wi t h t wo and t hr ee bat hr ooms and we woul d
t ake t he hopper f r om one house t o anot her so we woul d have enough
toi let s, t o have one t o a house so a f ami l y coul d move i n.

Ma ybe we need t o t al k about our aspi rat i ons, and whet her we need
mor e t han one t oi l et i n a house.

But we have t ol d t he Amer i can peopl e t hat i t i s un- Amer i can t o
have a qual i t y of l i fe l ess t han a cer t ai n st andar d. Yo u can' t unt each
t hem over ni ght . Yo u can' t t el l t hem t hat because t he economy i s mov-
i ng t hi s way, you wi l l have one t oi l et f or one peopl e or si x peopl e.

So, I t hi nk i f you wer e a t oi l et manuf act ur er you woul d have real
pr obl ems about i nvest i ng your capi t al i n an expandi ng pr oduct i on.
Tha t i s one of t he r eal —i nci dent al l y

Mr . AuCoi N. I di d not get i nt o t hat i n my speech.
Mr . WEI NER. No ; you st ayed wi t h spl i nt ers.
Ta ke pr oper t y t axes al one. Pr oper t y t axes ar e r i si ng i n rel at i on-

shi p t o t he popul at i on, but t he r evenues f r om t axes ar e down because
we have not had t he i ncr eased product i veness.

No w t he cost s f or put t i ng i n communi t y faci l i t ies, whi ch i s one of
t he t hi ngs t hat t hose t axes ar e suppor t i ng, has not been spr ead out
over a l arge enough numbe r of uni t s, so a smal l er numbe r of peopl e
ar e car r yi ng t he bur den. I t i s amazi ng how t he l aw of s uppl y and de-
ma nd wor ks as you t ear i t apar t and l ook at each par t of it. I t i s par t
of t he overal l pl anni ng pr ocess we need t o go t hr ough.

Mr . BLANCHARD. I t hank you f or your answer s and request , i f you
coul d, i f you coul d s ubmi t t o us s ome r ough cal cul at i ons of t he cost s
of put t i ng up a house and t hen keepi ng s omeone i n it.

Mr . WEI NER. OK.
Mr . BLANCHARD. An d how t hey have changes i n t he l ast 10 years. I

t hi nk t hat woul d be ver y hel pful . An d i t affect s t he bot t om l i ne, t he
i nfl at i on i ssue.

[ At t he t i me t he hear i ng went t o press, no i nf or mat i on had been
recei ved f r om Mr . Wei ner . ]

Mr . AuConr . I t hank you f or your t est i mony.
An d I t hi nk t hat af t er anal yzi ng t he l engt h and br eadt h of i t , I

t hi nk t he subcommi t t ee wi l l have a numbe r of speci fi c quest i ons t o
s ubmi t t o you i n wr i t i ng. I f you woul d be wi l l i ng t o ans wer t hose f or

, t he r ecor d t he subcommi t t ee woul d appreci at e i t ver y much.
Mr . WEI NER. We Wi l l be happy t o.
[ At t he t i me t he hear i ng went t o press, no i nf or mat i on had been

recei ved f r om Mr . Wei ner . ]

86- 085 0 - 77 - pt . 3 - 2 0
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Mr . PARI SH. I j ust want t o t ake a second t o not e t hat t he ma yor of
t he ci t y of Poughkeeps i e i n here. An d he ver y muc h suppor t s t he
posi t i on we t ook on t he communi t y devel opment , he woul d l i ke t hat
t o be not ed, par t i cul ar l y t o hi s f or mer f el l ow mayor , Congr es s man
Lundi ne.

Mr . LUNDI NE. I was j ust goi ng t o not e t hat .
Mr . AuCoi N. Let me concl ude wi t h one mor e quest i on. Yo u i ndi -

cat ed t hat you had suppor t ed t he concept of a nei ghbor hood commi s -
si on, whi ch woul d have a per i od of t i me i n whi ch i t woul d s t udy t he
pr obl ems of nei ghbor hoods and r epor t i t s f i ndi ngs t o t he Congr ess .

Yo u al so ma de a ver y del i berat e poi nt t hat no such commi ss i on
shoul d del ay an act i on pr ogr am i n t he meant i me.

I a m wonder i ng i f you f ear , as I do, t hat per haps t he creat i on of
such a commi ss i on mi ght par al yze any congressi onal act ivi t i es i f i t
wer e put i n pl ace.

Mr . PARI SH. We have t hat concer n, but we woul d hope t hat t her e
woul d be a wa y t hat t he Congr es s coul d see t hat , whi l e a commi ssi on
i s conduct i ng an on- goi ng s t udy, act i on pr ogr ams coul d occur and s ome
of t he t echni ques coul d be refi ned l at er, as a resul t of s t udy commi ssi on
f i ndi ngs.

But we t hi nk we know enough now and we have had enough exper i -
ence, and t he quest i ons about t he sect i on 312 pr ogr am bear t hi s out ,
t hat an honest-t o- goodness nei ghbor hood preservat i on pr ogr am can be
under t aken at an ear l y dat e and per haps wi l l be refi ned l at er on as a
resul t of any sophi st i cat ed f i ndi ngs f r om such a commi ss i on.

But we hope t hat t hat woul d not be used as a del ay mechani s m f or
under t aki ng t he ki nd of act i on t hat i s needed.

Mr . Au Co m. I t hank bot h of you gent l emen f or your excel l ent test i-
mony t hi s mor ni ng.

Mr . WEI NER. Tha nk you, Mr . Chai r man.
Mr . AuCoi N. We have now a panel of t hr ee, Gor don Cavanaugh,

Cl ay Cochr an, and Ms . Cus hi ng N. Dol bear e.
Bef or e i nt r oduci ng t he t hr ee wi t nesses, I a m t r yi ng t o l ocat e t he

wr i t t en t est i mony of t he t wo gent l emen who ar e here. I have onl y
one set of t est i mony.

I guess we do have i t now.
The chai r man wi shes t o wel come each of t he t hr ee of you t o t he

cont i nuat i on of t he hear i ngs. Wi t h t he apol ogy of any but cher i ng I
ma y have done i n t he pr onunci at i on of any of your names , and I sense
t hat I per haps have.

I don' t know whi ch of your pr ef er s t o go first or whet her you have
or gani zed t hi s pr esent at i on i n s ome sequent i al way. I wi l l def er t o you
i n t hat .

Mr . Cavanaugh, woul d you pref er t o go fi rst ?
Mr . CAVANAUGH. Yes .
Mr . Au Co m. Let me wel come you and l et you pr oceed wi t h your

t est i mony.
I do want t o s ay t o al l t hr ee of you t hat we have, we ar e now under

a t i me pr obl em. We have unt i l appr oxi mat el y noon. An d I bel i eve t he
Hous e goes i nt o sessi on t oday at 11 a. m.

I s t hat accurat e?
STAFF. I bel i eve so. I wi l l check on t hat .
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Mr . Au Co m. We ma y have a quor um cal l . So per haps you ought t o
submi t your wr i t t en t est i mony f or t he r ecor d and t hen s ummar i ze
i n detai l , s ummar i ze t he st at ement s t hat you have.

Mr . Cavanaugh.
Mr . CAVANAUGH. Tha nk you, Mr . Chai r man. An d we shal l , we woul d

l i ke now t o offer our ful l t est i mony f or t he r ecor d.

STATEMENT OF GORDON CAVANAUGH, EXECUTI VE DI RECTOR,
HOUSI NG ASSI STANCE COUNCI L

Mr . CAVANAUGH. I want t o t hank t he subcommi t t ee f or i nvi t i ng
t he hous i ng Assi st ance Counci l t o pr esent t est i mony t hi s mor ni ng. As
you ma y know, t he Hous i ng Assi st ance Counci l i s a federal l y f unded
or gani zat i on t hat was est abl i shed by t he Gover nment i n r ecogni t i on of
t he i nequi t abl y smal l shar es t hat t he rural communi t i es wer e recei vi ng
of Feder al resources.

Bef or e begi nni ng t hi s mor ni ng, I j ust want t o —
Mr . AuComl.. Excus e me , Mr . Cavanaugh.
Coul d we have a little mor e qui et i n t he back of t he r oom ? I t i s di f-

ficul t t o hear t he wi t ness' t est i mony. I f you have t o have a conver sat i on,
t he Chai r woul d appreci at e i t i f you woul d l eave t he r oom.

Mr . CAVANAUGH. I t i s f r om t hose perspect i ves t hat we ar e t est i fyi ng
t hi s mor ni ng. I n vi ew of t i me, I woul d l i ke t o move r i ght t o t he poi nt ,
i f I may.

The fi rst i ssue we woul d l i ke t o addr ess i s t he admi ni st rat i on' s
r ecommendat i on f or an i ncrease of a hal f bi l l i on dol l ars i n t he com-
muni t y devel opment bl ock gr ant pr ogr am. We feel t hat such an i n-
crease i s war r ant ed.

Smal l communi t i es have ma de good use of t hese gr ant s. An d t hey
have used t hem f or ver y basi c communi t y pur poses. Of t he moneys , 17
per cent have gone f or hous i ng act ivi t i es, 33 per cent of t he money has
gone f or wat er syst ems 7 per cent f or wast e syst ems.

However , we ma ke our endor sement wi t h t he reservat i on t hat
changes mus t be ma de i n t he wa y t he moneys ar e t o be appl i ed. As
descr i bed i n Secr et ar y Har r i s ' budget of t he hal f-bi l l i on-dol l ar i n-
crease, l ess t han $10 mi l l i on i s assur ed f or t he known met r opol i t an
communi t i es of t hi s count r y.

We bel i eve t hat such an al l ocat i on of t hi s i ncrease i n f unds i s un-
bel i eveabl y unf ai r , i ndeed i t rai ses t he quest i on of how al l of t he bl ock
gr ant f unds i n t hi s count r y ar e al l ocat ed bet ween met r opol i t an and
nonmet r opol i t an areas.

The 1974 Act was a wel come shi f t i n cl ari fi cat ion of nat i onal pol i ci es
i n t hat i t pr ovi ded at l east a mi ni mal 20-per cent shar e of t he com-
muni t y devel opment f unds f or nonmet r opol i t an areas.

The t heor y of t he act was t hat hencef or t h, t her e shoul d be a di vi si on
of communi t y devel opment f unds across t he count r y on t he basi s of
need, and not on gr ant smanshi p t hat had l ed t o a di st ort i on i n t he
gr ant pr ogr ams. We feel t hat t he 80- 20 spl i t , i n fact , does not refl ect an
al l ocat i on based on t he needs a mong t he Amer i can communi t i es .

As you ma y know, t hat f i gure was r eached dur i ng passage of t he
l egi sl at i on l argel y j ust l ooki ng at what , i n fact , had been t he rel at i ve
use of cat egor i cal pr ogr ams i n met r opol i t an and nonmet r opol i t an
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areas. So f r om t he out set , t he act was hat ched wi t h s omewhat of an
art i ficial spl i t bet ween t hose sect ors of t he count r y.

We feel t hat t hat t akes t he act a wa y f r om i ts pur pose of r espond-
i ng t o needs. Ma ny of us ar gued i n 1974 t hat t he spl i t l ef t r ur al ar eas
on t he shor t end and t hat our ar gument s wer e of t en cast asi de as bei ng
si mpl e advocacy. No w we have a t hor ough st udy done by t he Gener al
Account i ng Offi ce whi ch has concl uded t hat i f al l of t he communi t y
devel opment f und i n t he count r y wer e spl i t equi t abl y bet ween met r o
and nonmet r o areas, t he nonmet r o woul d get a shar e of 34 percent .

I t hi nk t he f i gures bear out t he fact t hat ci t i zens of smal l t owns and
r ural areas i n t hi s count r y have been badl y shor t changed under t hi s
pr ogr am. The 50-mi l l i on nonmet r o popul at i on recei ve onl y $9. 06 as
cont rast ed wi t h t he $14. 54 per capi t a shar e t hat t hei r ci t y cousi ns have
recei ved. I f you l ook s i mpl y at t he nonmet r o di scret i onary grant s, i t
comes out t o $4. 90.

I t hi nk i t i s t i mel y f or t he Congr ess t o r evi ew t hose al l ocat i ons.
Ther e i s pr ecedent i n t he act i t sel f; al most al l of t he di vi si ons of com-
muni t y devel opment f unds ar e ma de on a needs basi s, and i f t hose
f or mul as wer e appl i ed at t he ini t ial spl i t , you woul d have a fai rer
shar e goi ng t o smal l t owns and rural ar eas i n t he nonmet r o par t of t he
count r y.

I t s eems har d t o bel i eve t hat we can cont i nue t hat spl i t wi t hout s ome
congressi onal expl anat i on of why r ural areas ar e t o be so deni ed a fai r
shar e of t he f unds. I t l eaves us i n a posi t i on of real l y havi ng moved
f r om gr ant smanshi p t o f or mul ashi p, i t seems t o me.

Al l of t hi s goes di rect l y t o t he hear t of t he pr oposal of HUD, namel y
t hat t o i ncrease t he hal f bi l l i on dol l ars i n communi t y devel opment
aut hor i zat i ons, mos t of whi ch woul d go t o t he ur ban devel opment
act i on grant s.

As I have i ndi cat ed, under HUD' s budget , t he f or mul a, i n effect ,
descends t o 2 per cent wi t h rural ar eas onl y bei ng assured of $10 mi l l i on
of t hat hal f bi l l ion. We bel i eve t hat Congr ess i nt ended when i t ini t i al ly
est abl i shed al l ocat i on f or mul a bet ween met r o and nonmet r o, t haf
t he f or mul a woul d cont i nue t o appl y as t he f unds i ncreased.

Ther e i s no obj ect i on t o ascr i bi ng maj or por t i ons of t he communi t y
devel opment bl ock gr ant s t o t he mos t di st ressed communi t i es. Our f ear
is t hat when t hese moneys ar e admi ni st er ed, t hey wi l l go pr i mar i l y, i f
not excl usi vel y, t o t he ver y l ar ge ci t ies of t he count r y; not wi t hst andi ng
t he fact t hat smal l communi t i es i n t he Uni t ed St at es woul d cer t ai nl y
qual i fy under HUD' s cri t eri a f or t he act i on grant s. Hi gh unempl oy-
ment , l oss of popul at i on, excessi ve pover t y, t hese ar e fact ors i nvol vi ng
al l communi t i es, smal l and l arge.

We ur ge ver y st r ongl y on you t hat you shoul d appr ove t he i ncreased
aut hor i zat i on, t hat you see t hat nonmet r opol i t an ar eas of t he Uni t ed
St at es recei ve t hei r equi t abl e shar e of t hose f unds.

We agr ee wi t h Secr et ar y Har r i s ' concer n whi ch she has ar gued
under t he smal l ci t ies st rat egy i n her pr oposal t o you. Namel y, t hat a
maj or pr obl em wi t h communi t y devel opment bl ock gr ant s f or smal l
communi t i es has been t he shor t - t er m nat ur e of t he f undi ng. I t i s j ust
not possi bl e f or a communi t y t o mount ser i ous ongoi ng r enewal pr o-
gr ams on a one or one- hal f year basi s.

An d somet hi ng mus t be done t o adj ust t hat si t uat i on and t o al l ow
l onger t er m f undi ng. We have at t ached t o our t est i mony a pr oposal
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t hat at l east up t o 50 per cent of t he nonmet r o di scret i onary f unds
shoul d be ma de avai l abl e f or f undi ng on t he basi s of up t o 5 years. And
wi t h t he bal ance bei ng f or t he shor t er t er m gr ant s f or t hose c ommu-
ni t i es t hat real l y have onl y shor t t er m or smal l proj ect needs.

We feel t hat i f HUD wer e t o pr oper l y i nvol ve i t self, i t coul d ma ke
t he l ong- t er m commi t ment and t hen peri odi cal l y r evi ew per f or mance
and f ut ur e pl ans dur i ng t he cour se of t he l onger per i od. Onl y i n t hat
f ashi on can we real l y expect smal l t owns t o be abl e t o devel op t he
capaci t y t o make ful l use of t he Feder al pr ogr ams as wel l as t o be abl e
t o under t ake t hose t hat have a l onger t er m t o accompl i sh rehabi l i t at i on,
code enf or cement and ot her mat t er s t hat you ar e f ami l i ar wi t h.

I woul d l i ke t o t ur n at t hi s poi nt t o t he housi ng needs as t hey rel at e
t o smal l communi t i es and t he mat t er s t hat ar e bef ore you. I t i s our vi ew
t hat t he present pr ogr ams ar e adequat e t o serve mos t needs i f we coul d
get a per i od of st eady admi ni st rat i on of t hose pr ogr ams t hat you have
l egi sl at ed.

Fi r st , I woul d l i ke t o t ur n t o t he publ i c hous i ng pr ogr am whi ch has
s hown i tself, par t i cul arl y i n t he rur al ar eas t o be t he mos t useful and
flexible pr ogr am f or ser vi ng ver y l ow- i ncome housi ng needs.

The Congr ess i s t o be congr at ul at ed f or i ts vi gi l ance i n t hi s pr ogr am
over recent years. As you know, t her e have been ma ny at t empt s t o di s-
t ort it , t o i mpound it, al l of whi ch have resul t ed i n a dr ought i n any
ki nd of real l y deep subsi dy housi ng pr oduct i on i n r ur al areas.

An d we ar e mos t grat i fi ed t o see t hat Secr et ar y Har r i s has pr oposed
r esumi ng t he pr ogr am at a 50, 000-uni t-level . But we t hi nk t hat l evel
i s i nadequat e, real l y, t o compensat e f or our cur r ent needs and we woul d
r ecommend t hat t he pr ogr am be t aken up t o i t s pr emor at or i um l evel
of 100, 000 uni t s.

As you ma y or ma y not know, t her e ar e ma ny smal l communi t i es i n
t hi s count r y t hat have ma de qui t e successful use of l ow-densi t y publ i c
hous i ng and i t has ser ved peopl e whos e i ncomes woul d not have al -
l owed t hem t o get decent shel t er i n any ot her fashi on.

We r e t he 50, 000-level pur sued under past di st r i but i on f or mul a, t hat
woul d mean as little as 10, 000 uni t s f or rural areas. Wh e n you st art
di vi di ng t hat a mong t he St at es, i t comes out i n ma ny St at es t o j ust
a handf ul of uni t s and not hi ng t hat represent s a r et ur n t o an ongoi ng
pr ogr am.

HUD i t sel f—i nci dent al l y, sect i on 8, we have al l seen and di scussed
t hat at gr eat l engt h. What ever i ts meri t s, i t has not been a pr ogr am
t hat has been br i ngi ng about new const ruct i on i n r ur al Amer i ca, nor
has it i n any si gni f i cant f ashi on ser ved ot her t han t he smal l est f ami l y
uni t s. HTTD i t sel f recogni zes i t has had t o t ur n t o t he publ i c housi ng
pr ogr am t o see t hat l ar ge fami l i es wer e served.

A phenomenon t hat s ome of you have refer red t o t hi s mor ni ng has
been ver y shar p i n t he r ur al areas, namel y, t he l eavi ng out of i ncreas-
i ng per cent ages of t hose whos e i ncomes fal l i n t he l ower l evel s i n r ur al
areas. They have j ust been pr i ced out . Al l of t he escal at i ng cost s t hat
you have descr i bed t hat prevai l i n ur ban areas, prevai l i n rural ar eas
as wel l .

As recent l y as 1969, t he aver age Far mer s Ho me l oan was at $10, 000
whi ch meant t hat i ncome, adj ust ed i ncomes, as l ow as $3, 000 coul d be
served. I n t he year s t hat have passed, when we get t o 1976, we f i nd t hat
t hat aver age l oan has doubl ed t o ar ound $21, 500. An d t he effect of t hat ,
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of cour se, i s t o l eave out t hose mi l l i ons of peopl e who have real l y not
had any i ncrease i n t hei r i ncomes commens ur at e wi t h r i si ng cost s.

I t hi nk unl ess Congr es s i s t o rul e out ser vi ng such l ow- i ncome peopl e
i n r ur al areas, t her e i s a s t r ong need f or s ome ne w pr ogr am. Wh a t has
happened i s t hat as cost s of housi ng have gone up, Far mer s Ho me has
met t hat cost not by adj ust i ng i t s pr ogr ams t o ser vi ng t he l ower i ncome
peopl e, but r at her by j ust r ai si ng t he i ncome el igi bi l i t y l i mi t s. I n t he
past 5 year s, t hose l i mi t s have ma de j umps t hat have br ought t hem up
f r om $6, 000 t o a cur r ent l evel of $10, 000.

As t he Congr ess i onal Resear ch Ser vi ce has poi nt ed out t o you, t he
effect of t hat has been t o cont i nual l y move t he f ocus of Far mer s Ho me
t o t he upper r ange of t hose el i gi bl e i ncomes and t o l eave ever yone el se
housel ess.

Mr . AuCony. Woul d you r epeat t hose fi gures, t he defi ni t i on of l ow
i ncome?

Mr . C A V A N A U G H . Wh e n t hey wer e set t l i ng i ncome el igi bi l i t y st and-
ar ds f or t hei r i nt erest credi t homeowner s hi p pr ogr am, t hey var i ed
a mong t he St at es. But t hey wer e as l ow as $6, 000 adj ust ed i ncome.
The n t hey set a nat i onal f i gure of $8, 500 adj ust ed i ncome and mor e
recent l y have moved t hat avai l abi l i t y up t o an adj ust ed i ncome of
$10, 000, whi ch means , i n t er ms of gr oss i ncomes, i ncomes ar e at $12, 000
or $13, 000.

Mr . AuCoi N. On page 20 of your t est i mony, I not e t hat you poi nt out
t hat Fa r mer s Home ' s ne w s t andar d of l ow i ncome i s t wi ce t hat of t he
Cens us Bur eau. I t hi nk t hat i s t he poi nt you ar e dr i vi ng at .

Mr . C A V A N A U G H . Ri ght . Exact l y.
An d t he Congr es s has been good about t hat . The Appr opr i at i ons

Commi t t ee has i nsi st ed t hat 60 per cent of t he Fa r mer s Ho me i nt erest
pr ogr ams go t o l ow- i ncome peopl e. But Far mer s Ho me has got t he
ga me under i t s o wn cont rol . Wh e n i t can' t meet ser vi ng l ow- i ncome
peopl e, i t j ust changes t he r ul es and moves t he i ncome l evel up so t hat
i t can accompl i sh meet i ng wha t i t woul d say t he maj or pur pose is.

Some mi ght ar gue t hat r ent al housi ng i s a subst i t ut e f or l ow- i ncome
peopl e, and whi l e i t ma y wel l be i n s ome areas, i t j ust i s not general l y
avai l abl e as a housi ng devi ce i n any smal l t own. The y don' t have ef-
fect i ve hous i ng aut hori t i es. The y f r equent l y don' t have avai l abl e mul t i -
f ami l y or r ent al hous i ng sponsor s.

Fa r mer s Ho me i t sel f woul d r ul e out ma ny. I f t hey ar e not i n an
est abl i shed pl ace or t own, t hey can' t even get subdi vi si on assi st ance
f r om Far mer s Ho me .

Al l of t hat , I t hi nk, l eads t o a real quest i on t hat i s bef ore t hi s body,
and t hat i s, ar e we t o consci ousl y r ul e out t hose peopl e wh o m t he i n-
t erest credi t pr ogr am has l ef t behi nd, or ar e we i nst ead t o do wha t I
woul d hope we woul d al l be concer ned about namel y, adj ust i ng t he
pr ogr am t o fi t t he needs, r at her t han vi ce versa. An d t o t hat end, we
ur ge t hat consi derat i on be gi ven t o a deep subsi dy homeowner s hi p
pr ogr am f or r ur al l ow- i ncome peopl e.

Th e out l i ne of t he pr ogr am i s s i mpl y t hat el i gi bl e l ow- i ncome peo-
pl e woul d pa y 15 per cent of t hei r gr oss i nc ome —a nd ot her f or mul as
woul d be avai l abl e—and t hat t he subsi dy woul d car r y t he di f ference
bet ween t hat and t he cost s of car r yi ng a 1-percent mor t gage, r eal est at e
t axes, ut i l i t ies, and i nsur ance on t he pr oper t y. Onl y i n such a f ashi on
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can we expect t o get t he 1. 8 mi l l i on peopl e t hat t he Congr essi onal Re-
sear ch Ser vi ce f i nds as bei ng t oo poor f or t hi s pr ogr am out of t hi s
hous i ng and i nt o s omet hi ng decent .

Mr . AuConv. I a m goi ng t o ask you t o qui ckl y s ummar i ze t he bal -
ance of your t est i mony, because t he ot her t wo wi t nesses have yet t o be
hear d f r om, and I t hi nk bot h member s of t he subcommi t t ee have sev-
eral quest i ons of al l t hr ee of you.

Mr . CAVANAUGH. I woul d l i ke t o end on t hat not e by sayi ng t hat
whe n you pr opose t hese pr ogr ams , s ome peopl e bl anch f or a moment .
But i f you compar e what we ar e wi l l i ng t o s pend on pr i vat e rent al
housi ng wher e we pr ovi de t ax expendi t ur es i n t he wa y of speci al de-
preci at i on al l owances t o t he owner t o st i mul at e devel opment we wi l l
gi ve mor t gage i nsur ance and pay t he bi l l ion or so l osses t hat you wi l l
have t o appr opr i at e f or i t , as wel l as real est at e deduct i ons, whi ch
mea n ver y little t o l ow- i ncome peopl e.

Wh a t we ar e suggest i ng i n t aki ng t he gap bet ween 1 per cent and
t he expenses and t he gross i ncome f or mul a I have suggest ed t o you
i s real l y a ver y modes t amount but wi l l have ver y useful and ver y
profi t abl e pur poses i n t hese areas f or t he l ow- i ncome peopl e i n r ur al
areas.

Tha nk you.
[ The pr epar ed st at ement of Mr . Cavanaugh, on behal f of t he Hous -

i ng Assi st ance Counci l , al ong wi t h at t ached appendi xes, f ol l ows: ]
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S t a t e me n t o f t h e Ho u s i n g As s i s t a n c e Co u n c i l

p r e s e n t e d b y Go r d o n Ca v a n a u g h ,

i t s e x e c u t i v e d i r e c t o r ,

Be f o r e t h e

S u b c o mmi t t e e o n Ho u s i n g a n d Co mmu n i t y De v e l o p me n t ,

Co mmi t t e e o n Ba n k i n g , F i n a n c e a n d Ur b a n Af f a i r s

Un i t e d S t a t e s Ho u s e o f Re p r e s e n t a t i v e s

On Ho u s i n g a n d Co mmu n i t y De v e l o p me n t P r o g r a ms

Ma r c h 8 , 1 9 7 7
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Mr . Ch a i r ma n a n d d i s t i n g u i s h e d Me mb e r s o f t h e S u b c o mmi t t e e :

Th a n k y o u f o r i n v i t i n g t h e Ho u s i n g As s i s t a n c e Co u n c i l t o

p r e s e n t t e s t i mo n y o n t h e a u t h o r i z a t i o n s a n d i mp r o v e me n t s

n e e d e d t o ma k e t h e n a t i o n ' s h o u s i n g a n d c o mmu n i t y d e v e l o p me n t

p r o g r a ms e f f e c t i v e i n s ma l l c o mmu n i t i e s a n d r u r a l a r e a s .

Be f o r e b e g i n n i n g , I wa n t t o c o n g r a t u l a t e t h e S u b c o mmi t t e e

f o r i t s i n c r e a s i n g i n t e r e s t i n r e v i e wi n g t h e n e e d s o f r u r a l

a r e a s . S ma l l t o wn s a n d r u r a l c o mmu n i t i e s h a v e s p e c i a l p r o b l e ms

wh i c h o f t e n i n v o l v e c o n s i d e r a t i o n s d i f f e r e n t t h a n t h o s e f o r

c e n t r a l c i t i e s . Ac c o r d i n g l y , we h a v e u r g e d t h a t r u r a l h o u s i n g

s u b c o mmi t t e e s b e e s t a b l i s h e d i n b o t h Ho u s e s o f Co n g r e s s . We

we r e p l e a s e d t o l e a r n l a s t we e k t h a t t h e S e n a t e Co mmi t t e e o n

Ba n k i n g , Ho u s i n g a n d Ur b a n Af f a i r s h a d c r e a t e d s u c h a s u b -

c o mmi t t e e . We r e c o mme n d t h a t t h e Ho u s e c o n s i d e r a s i mi l a r

a c t i o n .

a g o :

As P r e s i d e n t Ly n d o n B. J o h n s o n o b s e r v e d a l mo s t a d e c a d e

" Hi s t o r y r e c o r d s a l o n g , h a r d s t r u g g l e t o

e s t a b l i s h ma n ' s r i g h t t o g o wh e r e h e p l e a s e s a n d t o

l i v e wh e r e h e c h o o s e s . . . We l o s e t h a t f r e e d o m wh e n

o u r c h i l d r e n a r e o b l i g e d t o l i v e s o me p l a c e e l s e ,

i f t h e y wa n t a j o b o r i f t h e y wa n t a g o o d e d u c a t i o n .

" No t j u s t s e n t i me n t d e ma n d s t h a t we d o mo r e t o

h e l p o u r f a r ms a n d r u r a l c o mmu n i t i e s . Th e we l f a r e

o f t h i s Na t i o n d e ma n d s i t . An d s t r a n g e a s i t ma y

s e e m, t h e f u t u r e o f t h e c i t i e s o f Ame r i c a d e ma n d s i t



2160

t
2

t o o . . . Th e c i t i e s wi l l n e v e r s o l v e t h e i r p r o b l e ms

u n l e s s we s o l v e t h e p r o b l e ms o f t h e s ma l l t o wn s a n d

r u r a l a r e a s . . . "

Th e Ho u s i n g As s i s t a n c e Co u n c i l , a s ma n y o f y o u k n o w,

wa s c r e a t e d i n 1 9 7 1 o u t o f t h e f e d e r a l c o n c e r n t h a t r u r a l

h o u s i n g a n d c o mmu n i t y d e v e l o p me n t n e e d s h a v e b e e n l o n g

o v e r l o o k e d . Ai d e d b y t h e Co n g r e s s , a n d f u n d e d t h r o u g h

HUD' s Of f i c e o f P o l i c y De v e l o p me n t a n d Re s e a r c h , HAC

p r o v i d e s a n a l y s e s o f t h e i mp a c t o f n a t i o n a l p r o g r a ms o n

s ma l l r u r a l c o mmu n i t i e s a s we l l a s d i r e c t a s s i s t a n c e t o

l o c a l g r o u p s i n t h e u s e o f t h o s e p r o g r a ms . F r o m t h o s e

p e r s p e c t i v e s , we a r e h e r e t o d a y t o u r g e : ( a ) e x t e n s i o n a n d

i n c r e a s e s i n t h e a u t h o r i z a t i o n s f o r t h e b a s i c p r o g r a ms ;

( b ) a mo r e e q u i t a b l e a l l o c a t i o n o f c o mmu n i t y d e v e l o p me n t

r e s o u r c e s t o n o n - me t r o p o l i t a n a r e a s ; ( c ) Co n g r e s s i o n a l

i n s i s t e n c e o n f u l l u s e o f y o u r l e g i s l a t i o n ; a n d ( d ) c h a n g e s

n e c e s s a r y t o ma k e h o me o wn e r s h i p p o s s i b l e f o r l o w- i n c o me

r u r a l p e o p l e .

We r e c o g n i z e t h a t t h e s e h e a r i n g s t a k e p l a c e a g a i n s t

t h e b a c k d r o p o f u r g e n t a n d b r o a d l y- r e p o r t e d c r i e s f o r h e l p

f r o m t h e l e a d e r s o f o u r ma j o r c i t i e s , wh o s e p r o b l e ms a r e

s e r i o u s a n d wh o s e p o o r e r c i t i z e n s s u r e l y s u f f e r . T h e

Co n g r e s s s h o u l d a n s we r . Ho we v e r , i t s h o u l d n o t f i n d t h e

a n s we r a t t h e e x p e n s e o f o t h e r Ame r i c a n s - t h o s e i n n o n -
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me t r o p o l i t a n a r e a s - wh o s e p r o b l e ms , i f d i f f e r e n t , a r e

a s b a d , b u t wh o s e v o i c e s a r e we a k e r . ( Th e TV c a me r a s

r a r e l y g e t t o J o n e s t o wn , Mi s s i s s i p p i , wh e r e 8 4 % o f t h e

p e o p l e l i v e o n me a g e r we l f a r e a s s i s t a n c e a n d n o n - s a l a r y

i n c o me . ) As P r e s i d e n t J o h n s o n ' s a b o v e - q u o t e d s t a t e me n t

c l e a r l y i mp l i e s , a c i t i z e n e n d u r i n g i n a d e q u a t e s h e l t e r ,

i n a d e q u a t e b a s i c c o mmu n i t y f a c i l i t i e s , i n a d e q u a t e i n c o me

i s e n t i t l e d t o h i s s h a r e o f g o v e r n me n t a s s i s t a n c e wh e r e v e r

h e l i v e s .
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I NCREAS ED CDBG AUTHORI ZATI ON I S NEEDED

We a p p l a u d t h e Ad mi n i s t r a t i o n ' s r e q u e s t t o e x t e n d

a n d i n c r e a s e t h e a u t h o r i z a t i o n f o r t h e Co mmu n i t y De v e l o p -

me n t Bl o c k Gr a n t p r o g r a m b y $ 5 0 0 mi l l i o n t o a t o t a l o f

$ 4 b i l l i o n .

S ma l l c o mmu n i t i e s h a v e ma d e g o o d u s e o f t h e p r o g r a m

f o r v e r y b a s i c p u r p o s e s : 3 3 % f o r wa t e r s y s t e ms ; 1 7 . 0 %

f o r h o u s i n g a c t i v i t i e s ; 1 6 % f o r p u b l i c f a c i l i t i e s a n d 7 %

f o r s e we r s y s t e ms o v e r t h e p a s t t wo y e a r s .

Ou r e n d o r s e me n t i s p r e d i c a t e d o n t h e a s s u mp t i o n t h a t

HUD wi l l i n s i s t t h a t t h e f u n d s b e u s e d i n a c c o r d a n c e wi t h

t h e p r i o r i t i e s f o r l o w a n d mo d e r a t e i n c o me f a mi l i e s wh i c h

t h e Co n g r e s s e s t a b l i s h e d i n t h e Ho u s i n g a n d Co mmu n i t y

De v e l o p me n t Ac t o f 1 9 7 4 a n d t h a t me a n i n g f u l f u l f i l l me n t

o f h o u s i n g a s s i s t a n c e p l a n s wi l l b e r e q u i r e d . Mo s t

i mp o r t a n t , t h e $ 5 0 0 mi l l i o n i n c r e a s e mu s t b e s h a r e d

e q u i t a b l y wi t h n o n - me t r o p o l i t a n c o mmu n i t i e s . Un d e r t h e

Ad mi n i s t r a t i o n ' s p r o p o s a l n o n - me t r o c o mmu n i t i e s wo u l d b e

a s s u r e d o f o n l y $ 9 . 8 mi l l i o n o f t h e h a l f - b i l l i o n d o l l a r

i n c r e a s e . Th i s i s p a t e n t l y u n f a i r . Th e ma j o r p r o b l e m

t h a t n o n - me t r o c o mmu n i t i e s h a v e h a d wi t h t h e CDBG p r o g r a m

i s g e t t i n g a n y o f i t . I n i t s f i r s t t wo y e a r s , o n l y 1 6 %

o f t h e f u n d s s o u g h t b y n o n - me t r o d i s c r e t i o n a r y c o mmu n i t i e s

wa s p r o v i d e d - a n d o n l y a f r a c t i o n o f s u c h c o mmu n i t i e s

we r e a b l e t o a p p l y .
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Th e Ho u s i n g a n d Co mmu n i t y De v e l o p me n t Ac t o f 1 9 7 4 wa s a we l c o me

c h a n g e f r o m p a s t f e d e r a l p o l i c y b e c a u s e i t , f o r t h e f i r s t

t i me , r e c o g n i z e d t h e t r e me n d o u s u n me t n e e d s o f s ma l l

c o mmu n i t i e s a n d a s s u r e d t h o s e i n n o n - me t r o p o l i t a n a r e a s o f

a s t a t e d s h a r e o f t h e n a t i o n ' s c o mmu n i t y d e v e l o p me n t f u n d s .

Ho we v e r , t h e 8 0 %/ 2 0 % me t r o / n o n - me t r o s p l i t , p r o v i d e d i n

s e c t i o n 1 0 6 o f t h e Ac t , wa s n o t b a s e d o n r e l a t i v e n e e d s ,

b u t me r e l y r e f l e c t e d r e l a t i v e u s e o f t h e c a t e g o r i c a l g r a n t

p r o g r a ms wh i c h t h e CDBG r e p l a c e d Wh i l e i t ma y h a v e b e e n

a c c e p t a b l e t o u s e s u c h a h a n d y f o r mu l a i n t h e h u b b u b o f

n e w l e g i s l a t i o n , n o w i s t h e t i me t o r e v i s e i t t o f u l f i l l

o n e o f t h e p u r p o s e s o f t h e CDBG p r o g r a ms - n a me l y , t o

a l l o c a t e a s s i s t a n c e a c c o r d i n g t o c o mmu n i t y n e e d s a n d n o t

a c c o r d i n g t o g r a n t s ma n s h i p . S i n c e mo s t n o n - me t r o c o mmu n i t i e s

we r e n o t e q u i p p e d wi t h t h e s k i l l s t o c o mp e t e wi t h l a r g e

me t r o p o l i s e s f o r a f a i r S h a r e o f t h e c a t e g o r i c a l g r a n t

p r o g r a m f u n d s , i t wo u l d b e u n j u s t t o p e r p e t u a t e t h e i n -

e q u i t i e s c a u s e d b y a d e c a d e o f HUD n e g l e c t o f s ma l l t o wn s

a n d r u r a l a r e a s .

Th a t t h e s p l i t b e t we e n me t r o p o l i t a n a n d n o n - me t r o -

p o l i t a n a r e a s s h o u l d b e b a s e d o n n e e d s h o u l d wa r r a n t l i t t l e

a r g u me n t . No t o n l y d o t h e n a t i o n a l e q u i t i e s c a l l f o r i t ,
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b u t t h e Ac t i t s e l f r e c o g n i z e s s u c h a b a s i s f o r d e c i s i o n .

Bo t h t h e me t r o e n t i t l e me n t f o r mu l a a n d t h e f o r mu l a f o r

d i s t r i b u t i n g t h e n o n - me t r o s h a r e a mo n g s t a t e s a r e s o

c a l c u l a t e d .

Th e c o r r e c t n e s s o f r e v i s i n g t h e 8 0 %/ 2 0 % s p l i t h a s

r e c e n t l y b e e n c o n f i r me d b y t h e Ge n e r a l Ac c o u n t i n g Of f i c e ' s

s t u d y o f t h e CDBG p r o g r a m, e n t i t l e d " Wh y Th e F o r mu l a F o r

Al l o c a t i n g Co mmu n i t y De v e l o p me n t Bl o c k Gr a n t F u n d s S h o u l d

Be I mp r o v e d " , i s s u e d o n De c e mb e r 6 , 1 9 7 6 . Ba s e d o n t h e

n e e d s f o r mu l a u s e d f o r t h e a l l o t me n t o f me t r o e n t i t l e me n t

f u n d s i n 1 9 7 5 , n o n - me t r o p o l i t a n a r e a s s h o u l d r e c e i v e ( a n d

s h o u l d h a v e b e e n r e c e i v i n g ) t h i r t y - f o u r p e r c e n t o f t he

CDBG mo n i e s :

On e n e e d l o o k o n l y a t t h e p o p u l a t i o n c o u n t t o s e e t h a t

t h e n o n - me t r o a r e a s a r e g e t t i n g f a r l e s s t h a n t h e i r f a i r

s h a r e . F o r t h e mo r e t h a n 5 0 mi l l i o n p e o p l e l i v i n g i n n o n-

me t r o a r e a s a r e g e t t i n g o n l y $ 9 . 0 6 p e r p e r s o n , wh i l e t h e i r

1 5 0 p l u s mi l l i o n c i t y c o u s i n s a r e g e t t i n g 6 0 p e r c e n t mo r e ,

o r $ 1 4 . 5 4 p e r p e r s o n . I n n o n- me t r o d i s c r e t i o n a r y a r e a s ,

t h e p e r p e r s o n s h a r e o f CDBG i s a p i d d l i n g $ 4 . 9 9 . ( T h e s e

a r e Ye a r Two CDBG f i g u r e s . )

An a r g u me n t o f t e n r a i s e d i n d e f e n d i n g t h e 2 0 % u n f a i r

s h a r e t o n o n - me t r o p o l i t a n a r e a s i s t h a t n o n - me t r o c o mmu n i t i e s

h a v e a c c e s s t o c e r t a i n c a t e g o r i c a l p r ogr a r ds o f t h e F a r me r s
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Ho me Ad mi n i s t r a t i o n s u c h a s wa t e r a n d wa s t e t r e a t me n t g r a n t s

a n d t h i s i n c r e a s e s t h e n o n - me t r o p r o p o r t i o n o f t h e f e d e r a l

a i d s i n c o mmu n i t y d e v e l o p me n t . I t i s a b s o l u t e l y wr o n g t o

a s s u me t h a t F a r me r s Ho me i s a n e x c l u s i v e l y n o n- me t r o o r i e n t e d

a g e n c y . F a r me r s Ho me s e r v e s s ma l l t o wn s i n b o t h me t r o a n d

n o n - me t r o a r e a s . I n f a c t , me t r o a r e a s r e c e i v e d 3 2 % o f F mHA

f u n d s f o r wa t e r a n d s e we r i n F Y 7 4 , t h e l a s t y e a r d a t a wa s

a v a i l a b l e . ( An d wh i l e we a r e o n wa t e r a n d s e we r , o n e o f t h e

b i g g e s t c a t e g o r i c a l g r a n t p r o g r a ms o f t h e m a l l - EP A' s $ 2 . 8

b i l l i o n p r o g r a m o f Wa s t e Wa t e r Tr e a t me n t - d i s t r i b u t e d mo r e

t h a n 8 3 % o f i t s g r a n t s t o me t r o a r e a s i n F Y 7 4 . )

Mo r e o v e r , t h e Ca r t e r b u d g e t p r o j e c t s o n l y $ 2 0 0 mi l l i o n

f o r F Y 7 8 f o r t h e l a r g e s t F mHA c o mmu n i t y d e v e l o p me n t t y p e

g r a n t p r o g r a m - wa t e r a n d s e we r . No t o n l y wi l l t h i s mo n e y

b e u s e d i n me t r o a n d n o n- me t r o a r e a s , b u t F mHA g r a n t s a r e

c u r r e n t l y r e s t r i c t e d t o 5 0 % o f t h e t o t a l d e v e l o p me n t c o s t s .

I n f a c t , i t g e n e r a l l y ma k e s g r a n t s o f 2 0 % t o 3 0 %. HUD CD

g r a n t s o n t h e o t h e r h a n d , a r e 1 0 0 % g r a n t s , t h e o n l y o n e s

a v a i l a b l e t o s ma l l c o mmu n i t i e s f o r c o mmu n i t y d e v e l o p me n t

p u r p o s e s .
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No r c a n i t a n y l o n g e r b e a r g u e d t h a t n o n - me t r o a r e a s

a r e l o s i n g p o p u l a t i o n t o t h e c i t i e s . Re c e n t s t u d i e s f r o m t h e

Ec o n o mi c Re s e a r c h S e r v i c e o f t h e De p a r t me n t o f Ag r i c u l t u r e

d e s c r i b e t h a t n o n- me t r o a r e a s a r e g a i n i n g p o p u l a t i o n a t a f a s t e r

r a t e t h a n me t r o a r e a s . Th i s g r o wt h d e ma n d s n e c e s s a r y c o mmu n i t y

f a c i l i t i e s a n d d e v e l o p me n t a s s i s t a n c e - h o u s i n g r e h a b i l i t a t i o n ,

b u i l d i n g s i t e s , mu n i c i p a l b u i l d i n g s , wa t e r , wa s t e , t r a n s p o r t a t i o n

a n d o t h e r p u b l i c s y s t e ms , a s we l l a s h o u s i n g . Th e o l d

s c r i p t i o n t h a t we t r e a t r u r a l p r o b l e ms a f t e r t h e y h a v e

t o t h e c i t i e s n o l o n g e r h o l d s . Th e s e p r o b l e ms mu s t b e

wi t h wh e r e t h e y o r i g i n a t e .

p r e -

mi g r a t e d

d e a l t

Wh e n y o u l o o k b e y o n d t h e me r e n u mb e r s o f p e r s o n s l i v i n g

i n n o n - me t r o a r e a s , o n e s e e s a s a d d e r p i c t u r e o f d e p r i v a t i o n .

( F o r t h o s e o f y o u wh o h a v e h e a r d me t e s t i f y b e f o r e , y o u mu s t

b e we a r y o f h e a r i n g t h e s a me s h o c k i n g n u mb e r s - b u t I b e g y o u r

a t t e n t i o n o n e mo r e t i me . ) Th e n o n - me t r o a r e a s h a v e a d i s -

p r o p o r t i o n a t e s h a r e o f t h e n a t i o n ' s s u b s t a n d a r d h o u s i n g ,

p o v e r t y f a mi l i e s a n d i n a d e q u a t e wa t e r s u p p l y a n d wa s t e

d i s p o s a l s y s t e ms : Th e r e a r e o n l y 1 7 , 0 0 0 h o u s e h o l d s i n me t r o

Ne w Yo r k t h a t h a v e n o f l u s h t o i l e t . Th e r e a r e 1 2 0 , 0 0 0 h o u s e -

h o l d s ( ma n y e l d e r l y ) i n n o n - me t r o Ge o r g i a , wh i c h h a s 1 / 7 t h

t h e p o p u l a t i o n o f Ne w Yo r k , t h a t h a v e n o f l u s h t o i l e t .

Th e r e a r e 3 4 , 0 0 0 h o u s e h o l d s i n me t r o Ne w Yo r k t h a t d o n o t h a v e

h o t a n d c o l d r u n n i n g wa t e r . I n n o n - me t r o Ge o r g i a t h e f i g u r e

s t a n d s a t 1 4 2 , 0 0 0 h o u s e h o l d s ( f i g u r e s f r o m t h e 1 9 7 0 Ce n s u s ) .
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I n c o n c l u s i o n , we u r g e t h a t y o u t a k e t h e o c c a s i o n

o f t h e s e h e a r i n g s t o a me n d t h e me t r o / n o n - me t r o s p l i t , i n

s e c t i o n 1 0 6 o f t h e Ho u s i n g a n d Co mmu n i t y De v e l o p me n t Ac t

o f 1 9 7 4 , t o a f a i r f o r mu l a , s u c h a s s u g g e s t e d b y t h e GAO

s t u d y , s o t h a t t h e a s s i s t a n c e c i t i z e n s r e c e i v e i n .a c h i e v i n g

a d e c e n t h o me a n d l i v i n g e n v i r o n me n t n o l o n g e r d e p e n d s

u p o n wh e r e o n e l i v e s .

Th e P r o p o s e d Ur b a n De v e l o p me n t Ac t i o n Gr a n t s S h o u l d Be
a r e d Wi t h S ma l l To wn s

Th e Ad mi n i s t r a t i o n b u d g e t wo u l d i n c r e a s e t h e t o t a l

f u n d s a v a i l a b l e f o r c o mmu n i t y d e v e l o p me n t b y $ 5 0 0 mi l l i o n ,

y e t o n l y $ 9 . 8 mi l l i o n o f t h a t i n c r e a s e wo u l d b e g u a r a n t e e d

f o r n o n - me t r o p o l i t a n a r e a s . S u c h a p r o p o s a l i s i n e x c u s a b l e .

Th e n o n - me t r o s h a r e p r o v i d e d i n s e c t i o n 1 0 6 o f t h e Ho u s i n g

a n d Co mmu n i t y De v e l o p me n t Ac t o f 1 9 7 4 o s t e n s i b l y wa s i n t e n d e d

t o a s s u r e t h a t , a s t h e t o t a l a mo u n t i n c r e a s e d , t h e n o n - me t r o

a mo u n t wo u l d c o r r e s p o n d i n g l y i n c r e a s e . Ho we v e r , t h e P r e s i d e n t ' s

p r o p o s e d Ur b a n De v e l o p me n t Ac t i o n Gr a n t s wo u l d n o t b e s u b j e c t

t o t h e f o r mu l a a n d , a s s u c h , c o u l d a l l g o t o t h e ma j o r c i t i e s .

We d o n o t q u e s t i o n t h e n e e d s f o r s p e c i a l l y - t a r g e t e d f u n d s

f o r t h e mo s t d i s t r e s s e d c o mmu n i t i e s . Ho we v e r , ma n y o f t h e

mo s t d i s t r e s s e d c o mmu n i t i e s a r e i n n o n - me t r o p o l i t a n a r e a s .

As HUD i t s e l f h a s s t a t e d , i n t r a n s mi t t i n g i t s p r o p o s e d

l e g i s l a t i o n t o t h e Vi c e P r e s i d e n t " . . . ma n y s ma l l e r c o mmu n i t i e s .

h a v e t h e i n t e n s i t y o f p h y s i c a l d e t e r i o r a t i o n a n d d e c l i n e

a s s o c i a t e d wi t h c e n t r a l c i t i e s . " Th e p r o p o s a l wo u l d n o t

86- 085 0 - 77 - pt . 3 - 2 6
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p r e c l u d e a p p r o v a l s i n n o n- me t r o a r e a s . I n f a c t , mo s t

o f t h e c r i t e r i a wo u l d f a v o r ma n y n o n - me t r o c o mmu n i t i e s -

h i g h u n e mp l o y me n t , l o s s o f p o p u l a t i o n , d e c l i n i n g t a x b a s e ,

a n d e x c e s s i v e h o u s i n g a b a n d o n me n t o r d e t e r i o r a t i o n . Ho w-

e v e r , b a s e d o n HUD' s u s u a l me t r o p o l i t a n b i a s a n d c o n s i d e r -

i n g t h e h i g h v i s i b i l i t y t h i s d i s c r e t i o n a r y f u n d wo u l d h a v e

wi t h t h e ma y o r s o f t h e ma j o r c i t i e s , i t i s h i g h l y u n l i k e l y

t h a t a n y s i g n i f i c a n t a mo u n t o f t h e Ur b a n De v e l o p me n t Ac t i o n

Gr a n t s wo u l d g o t o n o n- me t r o c i t i e s .

A s h a r e o f t h e $ 5 0 0 mi l l i o n i n c r e a s e i n CD d i s c r e t i o n a r y

mo n e y s h o u l d b e d i r e c t e d f o r u s e i n e l i g i b l e c o mmu n i t i e s i n

n o n- me t r o a r e a s . As n o t e d , a p p l i c a t i o n s t o f u n d o n l y 1 6 % o f

t h e a mo u n t r e q u e s t e d we r e f u n d e d i n t h e f i r s t t wo y e a r s . To

a c c o mp l i s h t h i s , wi t h o u t r e mo v i n g t h e Se c r e t a r y ' s d i s c r e t i o n

i n t a r g e t i n g t h e mo n e y t o t h e mu n i c i p a l i t i e s i n g r e a t e s t

d i s t r e s s , we r e c o mme n d t h a t a s h a r e o f t h e s e s p e c i a l

d i s c r e t i o n a r y g r a n t s b e e a r ma r k e d f o r n o n - me t r o p o l i t a n a r e a s

i n a c c o r d a n c e wi t h t h e n o n- me t r o s h a r e d e c i d e d u p o n f o r

s e c t i o n 1 0 6 . We a l s o r e c o mme n d t h a t t h e wo r d " c i t y " b e

c h a n g e d t o " l o c a l g o v e r n me n t " o r " c o mmu n i t y " t o ma k e c l e a r

t h a t r u r a l c o u n t i e s a n d I n d i a n t r i b e s a r e e l i g i b l e f o r t h e

p r o p o s e d n o n- me t r o p o l i t a n s h a r e o f t h e Ur b a n De v e l o p me n t

Ac t i o n Gr a n t s .
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F o r mu l a Ma n i p u l a t i o n , S ma l l To wn S h a r e a n d No n- Me t r o I n d i f f e r e n c e

Wh i l e we d o n o t o p p o s e t h e p r o p o s e d d u a l f o r mu l a a p p r o a c h

f o r a l l o wi n g h i g h e r f o r mu l a e n t i t l e me n t s t o t h e o l d e r e a s t e r n

c i t i e s , we a r e c o n c e r n e d t h a t t h e e x c e s s f u n d s wo u l d c o me

f r o m t h e me t r o p o l i t a n b a l a n c e . Al t h o u g h mo s t o f t h o s e f u n d s

g o t o s u b u r b s , ma n y s ma l l r u r a l c o mmu n i t i e s a l s o mu s t c o mp e t e

f o r me t r o p o l i t a n d i s c r e t i o n a r y f u n d s b e c a u s e t h e y a r e u n l u c k y

e n o u g h t o b e l o c a t e d i n s i d e t h e b o u n d a r i e s o f me t r o p o l i t a n

c o u n t i e s .

Th e Ad mi n i s t r a t i o n ' s p r o p o s e d s t i p u l a t i o n t h a t me t r o

e n t i t l e me n t c o mmu n i t i e s c o u l d r e c e i v e t h e i r F Y 7 7 h o l d h a r ml e s s

a mo u n t i n d e f i n i t e l y , i f i t e x c e e d s e i t h e r f o r mu l a a mo u n t , i s

t o t a l l y u n a c c e p t a b l e . Wh a t t h e p r o v i s i o n wo u l d d o i s t o

r e wa r d me t r o p o l i t a n c o mmu n i t i e s b e c a u s e o f p a s t s u c c e s s f u l

g r a n t s ma n s h i p , n o t f o r n e e d . Th e y wo u l d b e r e wa r d e d a t t h e

e x p e n s e o f s ma l l c o mmu n i t i e s , o f t e n wi t h g r e a t e r n e e d . Th e

i n t e n t o f t h e Ac t i s t o p r o v i d e f u n d i n g a c c o r d i n g t o n e e d ,

wh i c h i s a g o o d c o n c e p t . I t s h o u l d n o t b e p e r v e r t e d b y

g r a n t i n g i n d e f i n i t e h o l d h a r ml e s s s t a t u s t o e n t i t l e me n t

c o mmu n i t i e s wh i c h c a n ' t r e c e i v e s i z a b l e a mo u n t s t h r o u g h

e i t h e r f o r mu l a ( i . e . , n e e d ) d e t e r mi n a t i o n . He a v e n k n o ws ,

t h e g o v e r n me n t h a s d o n e e n o u g h c o mp u t e r a c r o b a t i c s t o

p r o t e c t ma j o r c i t i e s t o wa r r a n t r e mo v i n g t h e ' h o l d h a r ml e s s '

n e t . Th e r e f o r e , me t r o e n t i t l e me n t s s h o u l d b e b a s e d o n l y o n

t h e h i g h e r o f t h e t wo f o r mu l a s , wi t h o u t c o n s i d e r a t i o n o f

p a s t f u n d i n g l e v e l s .
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I t s h o u l d b e n o t e d h e r e t h a t HUD' s l a c k o f c o n c e r n

f o r t h e o p e r a t i o n o f t h e CDBG p r o g r a m i n n o n - me t r o a r e a s

i s i l l u s t r a t e d b y t h e f a c t t h a t , t o o u r k n o wl e d g e , t h e r e h a s

n o t b e e n a n y e f f o r t t o r e v i e w i t s f o r mu l a f o r a l l o c a t i o n o f

n o n - me t r o d i s c r e t i o n a r y f u n d s a mo n g t h e s t a t e s t o d e t e r mi n e

wh e t h e r i t h a s p r o v e n a p p r o p r i a t e i n s e r v i n g t h e n e e d i e s t

s ma l l t o wn s a n d r u r a l a r e a s . Co n t r a s t e d t o t h i s a r e t h e

e l a b o r a t e s t u d i e s o n t h e o p e r a t i o n o f e n t i t l e me n t f o r mu l a e

f o r u r b a n a r e a s .

Wh i l e we d o n o t h a v e t h e c a p a c i t y t o ma k e t h o s e s t u d i e s ,

i t d o e s s e e m t o u s t h a t p o p u l a t i o n , p o v e r t y a n d o v e r c r o wd e d

h o u s i n g a r e i n h e r e n t l y n o t t h e b e s t f a c t o r s f o r d e t e r mi n i n g

t h e g r e a t e s t n o n - me t r o n e e d . Th e De p a r t me n t o f Ho u s i n g a n d

a n d Ur b a n De v e l o p me n t s h o u l d b e i n s t r u c t e d b y t h i s Co mmi t t e e

t o r e v i e w t h e p r e s e n t a l l o c a t i o n s y s t e m a n d t o r e p o r t wh e t h e r

i t o r s o me o t h e r f o r mu l a mo r e a c c u r a t e l y r e f l e c t s n o n - me t r o -

p o l i t a n n e e d . A n o n - me t r o f o r mu l a c o u l d i n c l u d e , i n a d d i t i o n

t o p o v e r t y , f a c t o r s mo r e r e p r e s e n t a t i v e o f n o n - me t r o n e e d s -

u n i t s l a c k i n g d r i n k i n g wa t e r , o r c o mp l e t e p l u mb i n g , u n i t s

h e a t e d b y o n l y a f i r e p l a c e o r a s t o v e , u n i t s wh e r e wo o d i s

t h e c o o k i n g f u e l , u n i t s wh i c h a r e n o t c o n n e c t e d t o a c e n t r a l

wa t e r s u p p l y o r wa s t e d i s p o s a l s y s t e m.
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Th e e x p l a n a t i o n a c c o mp a n y i n g t h e l e g i s l a t i o n p r o p o s e d

b y HUD i n d i c a t e s t h e De p a r t me n t ' s c o n c e p t o f t h e p r o b l e m wi t h

o p e r a t i o n o f t h e CD p r o g r a m i n n o n - me t r o a r e a s i s e s s e n t i a l l y

t o o l i t t l e mo n e y s p r e a d t o o t h i n t o t o o ma n y c o mmu n i t i e s . I t

a l s o i n d i c a t e s t h a t t h e s h o r t t e r m f u n d i n g i s a s e r i o u s

d e t e r r e n t . " Wi d e s p r e a d d i s t r i b u t i o n o f r e l a t i v e l y i n s i g n i f i -

c a n t a mo u n t s o f f u n d s i s n o t r e s p o n s i v e t o t h e ma n y s ma l l e r

c o mmu n i t i e s t h a t h a v e t h e i n t e n s i t y o f p h y s i c a l d e t e r i o r a t i o n

a n d d e c l i n e a s s o c i a t e d wi t h c e n t r a l c i t i e s " a n d " l i mi t s t h e

a b i l i t y o f . . . ( t h e s e n o n me t r o c i t i e s ) . . . t o c a r r y o u t c o mp r e -

h e n s i v e c o mmu n i t y d e v e l o p me n t p r o g r a ms . "

S h o r t - t e r m f u n d i n g a n d u n c e r t a i n t y a b o u t s u b s e q u e n t

g r a n t s a r e , i n f a c t , ma j o r p r o b l e ms i n n o n - me t r o c o mmu n i t i e s .

Ho we v e r , HUD' s p r o p o s a l t o i n s e r t t h e p h r a s e " c o mp r e h e n s i v e

c o mmu n i t y d e v e l o p me n t " i n t o s e c t i o n 1 0 6 ( f ) ( 1 ) ( B) wo u l d d o

l i t t l e t o a l l e v i a t e t h e p r o b l e m. I n f a c t , i t c o u l d p o t e n t i a l l y

ma k e i t wo r s e .

Th e r o o t p r o b l e m i s t h e s h o r t t e r m n a t u r e o f t h e d i s -

c r e t i o n a r y g r a n t s , b u t t h e p r o p o s a l wo u l d n o t a d d r e s s t h i s

p r o b l e m. S h o r t t e r m f u n d i n g c o mmi t me n t s i n s u r e t h a t o n l y

s h o r t t e r m p u r p o s e s c a n b e a c c o mp l i s h e d wi t h CD f u n d s i n

n o n - me t r o a r e a s . Th e t h r e e y e a r h o u s i n g p l a n i s r e n d e r e d

e s s e n t i a l l y me a n i n g l e s s b e c a u s e o f t h e mo r e l i mi t e d CD
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f u n d i n g p e r i o d . An d c i t i z e n p a r t i c i p a t i o n i s g e n e r a l l y

we a k o r n o n e x i s t e n t . To a l a r g e e x t e n t , t h i s i s b e c a u s e

t h e i n s t i t u t i o n s n e c e s s a r y t o g e n e r a t e s i g n i f i c a n t c i t i z e n

i n p u t - l a b o r u n i o n s , c i v i l r i g h t s o r g a n i z a t i o n s , l e g a l

s e r v i c e s g r o u p s , e t c . , d o n o t e x i s t o r a r e we a k i n r u r a l

a r e a s . I t i s a l s o b e c a u s e t h e o p p o r t u n i t y f o r i n p u t i s

s o s h o r t t h a t , b y t h e t i me t h e c i t i z e n s u n d e r s t a n d t h e

p r o c e s s , - t h e o p p o r t u n i t y h a s p a s s e d a n d t h e r e p r o b a b l y wi l l

n o t b e a n o t h e r f o r s e v e r a l y e a r s .

I n o r d e r t o a l l o w n o n - me t r o c o mmu n i t i e s t o a c c o mp l i s h

l o n g e r t e r m c o mmu n i t y d e v e l o p me n t p u r p o s e s a n d t o e s t a b l i s h

a n o n g o i n g p r o c e s s t o wh i c h c i t i z e n s ' g r o u p s c a n r e l a t e , a

l o n g e r t e r m f u n d i n g me c h a n i s m s h o u l d b e e s t a b l i s h e d . As a n

a l t e r n a t i v e t o t h e Ad mi n i s t r a t i o n ' s p r o p o s a l , we r e c o mme n d

t h e a t t a c h e d a me n d me n t b e a d o p t e d t o me e t t h e s a me g o a l

e n u n c i a t e d b y t h e Ad mi n i s t r a t i o n . ( At t a c h e d a s Ap p e n d i x A)

Th e a me n d me n t wo u l d s p e c i f i c a l l y a u t h o r i z e HUD t o a p p r o v e

d i s c r e t i o n a r y g r a n t s , o u t o f t h e 2 0 % o r r e v i s e d n o n- me t r o

s h a r e , f o r a p e r i o d o f u p t o f i v e y e a r s , i f n e c e s s a r y t o me e t

s e r i o u s c o mmu n i t y d e v e l o p me n t a n d h o u s i n g n e e d s . HUD wo u l d b e

d i r e c t e d t o g i v e p r i o r i t y i n f u n d i n g t h e s e l o n g e r t e r m g r a n t s

t o n o n - me t r o c o mmu n i t i e s wh i c h j o i n t l y a p p l y t o me e t a r e a wi d e

n e e d s i n a p r o g r a m j o i n t l y a d mi n i s t e r e d b y a s i n g l e a g e n c y

r e p r e s e n t i n g t h e a p p l i c a n t g o v e r n me n t s . Th i s s h o u l d me a n

s i g n i f i c a n t i n v o l v e me n t o f n o n - me t r o c o u n t y g o v e r n me n t s a n d

s h o u l d me e t s o me o f HUD' s c o n c e r n s a b o u t t o o ma n y a p p r o v e d

g r a n t e e s .
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Th e n e w p r o g r a m wo u l d r e q u i r e t h a t , o n c e HUD h a d ma d e

a n i n i t i a l c o mmi t me n t o f t wo t o f i v e y e a r s , t h e f u n d s wo u l d

b e d i s b u r s e d p e r i o d i c a l l y o n l y a f t e r HUD a p p r o v e d t h e p r e v i o u s

p e r i o d ' s p e r f o r ma n c e r e p o r t a n d t h e g r a n t e e ' s p l a n f o r t h e

n e x t p e r i o d . Ap p r o v a l wo u l d a l s o b e d e p e n d e n t o n r e g u l a r

r e v i e w a n d i n p u t f r o m c i t i z e n s .

A r e s t r i c t i o n t h a t n o mo r e t h a n 5 0 % o f t h e f u n d s c o u l d b e

u s e d f o r e i t h e r t y p e o f d i s c r e t i o n a r y g r a n t wo u l d e n s u r e t h a t

s ma l l c o mmu n i t i e s wi t h o n l y s h o r t t e r m c o mmu n i t y d e v e l o p me n t

n e e d s c o u l d s t i l l o b t a i n s h o r t t e r m d i s c r e t i o n a r y g r a n t s e a c h

y e a r . HUD wo u l d h a v e t h e d i s c r e t i o n t o a l l o c a t e t h e t y p e

o f g r a n t s a mo n g t h e s t a t e s a s i t s a w f i t .

I n d i a n CD S e t - As i d e

Th e s p e c i a l CD n e e d s o f I n d i a n s a r e a l s o n o t b e i n g e f f e c t i v e l y

me t b y t h e CDBG p r o g r a m. I n s t e a d I n d i a n t r i b e s h a v e b e e n f o r c e d

t o c o mp e t e wi t h o t h e r n o n - me t r o c i t i e s i n t h e s a me s t a t e . Be c a u s e

o f t h e e x t r e me p o v e r t y o n mo s t I n d i a n r e s e r v a t i o n s , a s e e mi n g l y

d i s p r o p o r t i o n a t e s h a r e o f s o me s t a t e s ' n o n- me t r o d i s c r e t i o n a r y

f u n d s h a v e g o n e t o I n d i a n s , t o t h e d e t r i me n t o f n e a r b y n o n-

me t r o c o mmu n i t i e s . Th e h o u s i n g a n d CD p r o b l e ms o n I n d i a n

r e s e r v a t i o n s a r e a n a t i o n a l p r o b l e m a n d a n a t i o n a l d i s g r a c e .

As s u c h , t h e y s h o u l d b e f u n d e d f r o m t h e t o t a l p o t , n o t f r o m

a p a r t i c u l a r s t a t e ' s n o n - me t r o s h a r e . Th e r e f o r e , we r e c o mme n d

t h a t a d e s i g n a t e d p e r c e n t o f t h e t o t a l CD f u n d s b e s e t - a s i d e

f o r I n d i a n s a n d t h a t t h e y b e ma d e i n e l i g i b l e f o r t h e n o n-

me t r o p o l i t a n f u n d s . Th e a c t u a l p e r c e n t a g e s h o u l d b e wo r k e d

o u t i n c o n j u n c t i o n wi t h I n d i a n h o u s i n g l e a d e r s .
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An i n d i c a t i c n o f HUD c o n c e r n f o r n o n - me t r o p o l i t a n a r e a s

wa s t h e c h a n g e s u g g e s t e d b y f o r me r S e c r e t a r y Ca r l a Hi l l s t h a t

t o t a l r e s p o n s i b i l i t y f o r t h e a d mi n i s t r a t i o n o f t h e n o n - me t r o

CDBG p r o g r a m b e s h i f t e d t o t h e s t a t e s . S u c h a s u g g e s t i o n i s

wo e f u l l y s y mb o l i c o f HUD' s d i s i n t e r e s t i n s e r v i n g t h e s ma l l

c o mmu n i t i e s o f t h i s c o u n t r y . I n s t e a d o f l o o k i n g f o r wa y s f o r

t h e De p a r t me n t t o p e r f o r m i t s n o n - me t r o p o l i t a n r e s p o n s i b i l i t i e s

mo r e e f f e c t i v e l y , t h e d e p a r t i n g S e c r e t a r y i r r e s p o n s i b l y

r e c o mme n d e d s h i p p i n g t h e j o b e l s e wh e r e . We a r e p l e a s e d t h a t

t h e n e w Ad mi n i s t r a t i o n h a s n o t t o o u r k n o wl e d g e a d o p t e d t h i s

p r o p o s a l .

HAC wo u l d b e c o n c e r n e d wi t h g r a n t i n g s t a t e s t h e t o t a l

r e s p o n s i b i l i t y f o r n o n- me t r o CD f o r s e v e r a l i mp o r t a n t r e a s o n s .

F i r s t , we b e l i e v e t h a t n a t i o n a l g o a l s , s u c h a s e q u a l o p p o r t u n i t y ,

a n d p r i o r i t y t o l o w a n d mo d e r a t e i n c o me p e o p l e , wo u l d b e d i l u t e d .

Re s p o n s i b i l i t y f o r s e e i n g t h a t s u c h g o a l s a r e p u r s u e d s h o u l d

r e ma i n i n t h e h a n d s o f f e d e r a l a g e n c i e s . S e c o n d , f e w, i f a n y ,

s t a t e s h a v e d e mo n s t r a t e d a c a p a c i t y t o c o n d u c t s u c h a p r o g r a m,

mu c h l e s s a d e s i r e t o d o s o . La s t l y , o n e o f t h e ma j o r t h r u s t s

o f t h e Ho u s i n g a n d Co mmu n i t y De v e l o p me n t Ac t o f 1 9 7 4 i s t o

t i e h o u s i n g a n d c o mmu n i t y d e v e l o p me n t t o g e t h e r . Th i s o b j e c t i v e

wo u l d b e ma d e e x c e e d i n g l y d i f f i c u l t t o p u r s u e i f s o u r c e s o f

a s s i s t a n c e f o r t h e s e p r o g r a ms we r e d i v i d e d .
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Th e n e w S e c r e t a r y , Ms . P a t r i c i a Ha r r i s , s a i d a t h e r

c o n f i r ma t i o n h e a r i n g s t h a t HUD wo u l d s h o w n e w a n d r e s p o n s i b l e

i n t e r e s t i n s ma l l t o wn s a n d r u r a l a r e a s . As t h e CDBG i s t h e

l a r g e s t p r o g r a m wi t h wh i c h t o a s s i s t t h e s e a r e a s , i t wo u l d b e

p r e ma t u r e t o t a k e t h e r e s p o n s i b i l i t i e s f o r t h e p r o g r a m a wa y

f r o m HUD. We we l c o me Ms . Ha r r i s ' s t a t e me n t a s a p o s i t i v e

r e s p o n s e t o a p r o b l e m t o o l o n g i g n o r e d b y HUD.

Wh i l e we o p p o s e t h e t r a n s f e r o f n o n - me t r o CDBG p r o g r a m

a d mi n i s t r a t i o n t o s t a t e g o v e r n me n t , we d o f e e l t h a t s t a t e s

h a v e a n i mp o r t a n t r o l e t o p l a y i n t h e p r o g r a m f o r n o n - me t r o

c o mmu n i t i e s . Ba s i c a l l y , t h e s t a t e s s h o u l d ma k e u p f o r t h e l a c k

o f l o c a l c a p a c i t y a n d p r o v i d e s ma l l c o mmu n i t i e s t h e t e c h n i c a l

r e s o u r c e s a n d t r a i n i n g n e e d e d t o e f f e c t i v e l y a p p l y f o r a n d u s e

t h e CDBG p r o g r a m a n d r e l a t e d h o u s i n g p r o g r a ms .

Th i s t y p e o f s u p p o r t i v e s t a t e r o l e f o r s t a t e g o v e r n me n t

wa s d e s c r i b e d e f f e c t i v e l y d u r i n g o v e r s i g h t h e a r i n g s c o n d u c t e d

b y t h i s Co mmi t t e e l a s t Au g u s t . Mr . J o s e p h G. An a s t a s i , S e c r e t a r y ,

Ma r y l a n d De p a r t me n t o f Ec o n o mi c a n d Co mmu n i t y De v e l o p me n t ,

r e p r e s e n t i n g t h e Co u n c i l o f S t a t e Co mmu n i t y Af f a i r s Ag e n c i e s

( COS CAA) , u r g e d t h a t Co n g r e s s p r o v i d e f u n d s t o s t a t e s u n d e r

t h e a u t h o r i t y o f s e c t i o n 8 1 1 o f t h e 1 9 7 4 Ho u s i n g a n d Co mmu n i t y

De v e l o p me n t Ac t . Wi t h o u t t h i s t y p e o f t e c h n i c a l a s s i s t a n c e ,

ma n y n e e d y c o mmu n i t i e s wi l l c o n t i n u e t o g o u n a s s i s t e d . We

t h e r e f o r e r e c o mme n d t h a t s e c t i o n 8 1 1 b e f u n d e d a t a l e v e l t o

a l l o w s i g n i f i c a n t s t a t e t e c h n i c a l a s s i s t a n c e t o s ma l l

c o mmu n i t i e s .
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El i g i b l e Ac t i v i t i e s

S e c t i o n 1 0 5 ( a ) ( 4 ) a n d ( a ) ( 8 ) p r e c l u d e a c o mmu n i t y f r o m

u s i n g CD f u n d s f o r h o u s i n g r e h a b i l i t a t i o n o r s o c i a l s e r v i c e s

u n l e s s t h e s e a c t i v i t i e s a r e " i n c i d e n t a l t o o t h e r a c t i v i t i e s "

o r " i n a r e a s wh e r e o t h e r a c t i v i t i e s a s s i s t e d u n d e r t h i s t i t l e

a r e b e i n g c a r r i e d o u t i n a c o n c e n t r a t e d ma n n e r . " Th e n o t i o n

b e h i n d t h e s e r e q u i r e me n t s wa s t h a t CD mo n e y wa s i n t e n d e d t o

ma k e a c o n c e n t r a t e d i mp a c t o n a n e i g h b o r h o o d . Co n g r e s s d i d

n o t wa n t s t r e e t s t o b e r e p a i r e d i n o n e p a r t o f t h e c i t y a n d

h o u s e s r e h a b i l i t a t e d o n o t h e r s t r e e t s wh i c h we r e l e f t u n -

i mp r o v e d . I n u r b a n a r e a s , t h i s r e s t r i c t i o n o n t h e u s e o f

CD f u n d s f o r h o u s i n g r e h a b i l i t a t i o n a n d s o c i a l s e r v i c e s ma k e s

s e n s e .

Ho we v e r , i n a r u r a l c o n t e x t t h e r e s t r i c t i o n s d o n o t ma k e

s e n s e , p a r t i c u l a r l y i n c o mmu n i t i e s wi t h s h o r t t e r m CD n e e d s .

I n ma n y c a s e s o n e g r a n t f o r h o u s i n g r e h a b i l i t a t i o n c o u l d s o l v e

t h e c o mmu n i t y ' s ma j o r p r o b l e m. I t s h o u l d n o t b e p e n a l i z e d

b e c a u s e i t d o e s n o t h a v e o t h e r p r e s s i n g n e e d s o r b e c a u s e i t

i s p r e c l u d e d f r o m o b t a i n i n g l o n g e r t e r m f u n d i n g b e c a u s e o f

t h e b r i e f n a t u r e o f t h e d i s c r e t i o n a r y g r a n t s . S i mi l a r l y

l i mi t e d s o c i a l s e r v i c e p r o g r a ms c a n b e e f f e c t i v e i n me e t i n g

s i n g l e o b j e c t i v e s , s u c h a s c h i l d c a r e o r h e a l t h i mp r o v e me n t ,

wi t h o u t n e c e s s a r i l y b e i n g t i e d t o a c o mp r e h e n s i v e p l a n .

Th e r e f o r e , we r e c o mme n d t h a t s e c t i o n 1 0 5 ( a ) ( 4 ) a n d ( a ) ( 8 )

b e a me n d e d t o a l l o w u s e o f CD f u n d s i n n o n me t r o a r e a s f o r
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h o u s i n g r e h a b i l i t a t i o n a n d s o c i a l s e r v i c e s , wi t h o u t r e f e r e n c e

t o o t h e r CD a c t i v i t i e s .

Ci t i z e n P a r t i c i p a t i o n

F i n a l l y , we p r o p o s e t o s e t a s i d e a t l e a s t 1 0 % o f t h e

S e c r e t a r y ' s d i s c r e t i o n a r y f u n d ( i n t h e r a n g e o f $ 6 mi l l i o n )

f o r HUD t o u s e t o e n c o u r a g e c i t i z e n p a r t i c i p a t i o n i n n o n me t r o

a r e a s . Wh i l e t h e a me n d me n t wo u l d a l l o w HUD d i s c r e t i o n i n h o w

t o u s e t h e f u n d s , o n e g o o d p o s s i b i l i t y wo u l d b e t o e s t a b l i s h

a r e a o f f i c e e q u i v a l e n t s o f t h e c e n t r a l o f f i c e ' s Di v i s i o n o f

Co n s u me r Af f a i r s . Th e s e a r e a o f f i c e Di v i s i o n s o f Co n s u me r

Af f a i r s wo u l d t h e n b e r e s p o n s i b l e f o r mo n i t o r i n g a n d r e v i e w-

i n g c i t i z e n p a r t i c i p a t i o n , i n c l u d i n g h a n d l i n g c o mp l a i n t s a n d

a f f i r ma t i v e l y f u n d i n g a n d t r a i n i n g n o n me t r o c i t i z e n s g r o u p s

f o r mo r e e f f e c t i v e i n p u t i n t o t h e CD s y s t e m. Co n s i d e r i n g

t h e a b s e n c e o f e x p e r i e n c e d c i t i z e n a d v o c a t e g r o u p s i n mo s t

r u r a l a r e a s , i t i s i mp e r a t i v e t h a t CD mo n e y b e u s e d t o f i l l

t h e g a p wh i c h wi l l o t h e r wi s e c o n t i n u e u n a b a t e d .

•
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Th e d e c r e a s i n g c a p a c i t y a n d wi l l i n g n e s s o f F mHA a n d HUD

t o s e r v e v e r y l o w- i n c o me f a mi l i e s i s o n e o f t h e b i t t e r e s t a n d

mo s t t r o u b l e s o me l e g a c i e s wi t h wh i c h t h i s Co mmi t t e e a n d t h e

n e w Ad mi n i s t r a t i o n mu s t d e a l . Ne i t h e r F mHA n o r HUD, o f c o u r s e ,

h a s t h e c a p a c i t y t o p r e v e n t t h e i n c r e a s i n g c o n s t r u c t i o n a n d

l a n d c o s t s t h a t h a v e i n f l a t e d h o u s i n g p r i c e s . No r c a n F mHA

b e h e l d r e s p o n s i b l e f o r t h e e s c a l a t i n g u t i l i t y c o s t s wh i c h

h a v e h e l p e d p r i c e i t s r e n t a l p r o g r a m b e y o n d t h e r e a c h o f t h e

v e r y p o o r . ( I n ma n y e x i s t i n g F mHA p r o j e c t s , e l d e r l y p e r s o n s

mu s t s p e n d 5 0 % t o 7 5 % o f t h e i r i n c o me f o r r e n t b e c a u s e t h e r e

a r e n o a l t e r n a t i v e s . ) E v e n p e r s o n s wi l l i n g t o h e l p b u i l d

t h e i r o wn h o me s u n d e r F mHA' s s e l f - h e l p p r o g r a m a r e v i c t i mi z e d

b y t h e c o mb i n a t i o n o f h i g h u t i l i t y b i l l s , l a n d c o s t s , a n d

r i s i n g t a x e s , wh i c h h a v e p u t t h a t F mHA h o me o wn e r s h i p p r o g r a m

b e y o n d t h e i r r e a c h i n ma n y a r e a s o f t h e c o u n t r y .

Bu t F mHA a n d HUD c a n n o t e s c a p e r e s p o n s i b i l i t y f o r d e -

c r e a s i n g s e r v i c e s t o v e r y l o w- i n c o me f a mi l i e s . F o r e x a mp l e ,

i n Au g u s t , 1 9 7 6 , F mHA a g a i n r a i s e d i t s i n c o me e l i g i b i l i t y

l i mi t s f o r p a r t i c i p a t i o n i n i t s l o w- i n c o me p r o g r a ms . F mHA' s

n e w s t a n d a r d o f " l o w- i n c o me " i s t wi c e t h a t o f t h e Ce n s u s

Bu r e a u a n d n e a r l y t wi c e t h e p o v e r t y s t a n d a r d t h a t U. S . D. A.

i t s e l f u s e s f o r p a r t i c i p a t i o n i n t h e f o o d s t a mp p r o g r a m.

I t a p p e a r e d t o u s t h a t F mHA a r b i t r a r i l y ma n i p u l a t e d i n c o me
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d e f i n i t i o n s t o f u l f i l l t h e r e q u i r e me n t o f t h e U. S . D. A.

a p p r o p r i a t i o n s a c t s , wh i c h ma n d a t e t h a t 6 0 % o f r u r a l h o me -

o wn e r s h i p f u n d s b e s p e n t f o r i n t e r e s t c r e d i t l o a n s t o l o w-

i n c o me b o r r o we r s . S i n c e F mHA e v i d e n t l y t h o u g h t i t c o u l d

n o t me e t Co n g r e s s ' r e q u i r e me n t b y s e r v i n g wh a t o t h e r

g o v e r n me n t a g e n c i e s c a l l l o w- i n c o me f a mi l i e s , i t d e c i d e d t o

s e r v e a h i g h e r i n c o me g r o u p , b u t c a l l t h e m " l o w- i n c o me " .

Th e e f f e c t o f t h i s r e d e f i n i t i o n , a s t h e Co n g r e s s i o n a l Re s e a r c h

S e r v i c e h a s p o i n t e d o u t i n i t s e x c e l l e n t r e p o r t , F e d e r a l l y

As s i s t e d Ho u s i n g i n Ru r a l Ame r i c a , i s i n c r e a s e d s e r v i c e

t o h i g h e r i n c o me f a mi l i e s a t t h e e x p e n s e o f l o we r i n c o me

p e o p l e .

Mi n o r i t i e s , i n p a r t i c u l a r , b e c a u s e t h e y a r e d i s p r o p o r t i o n -

a t e l y p o o r , h a v e b o r n e t h e b r u n t o f r i s i n g h o u s i n g c o s t s a n d

F mHA' s p o l i c i e s : l o a n s t o b l a c k s d e c l i n e d 4 6 % b e t we e n 1 9 7 1

a n d 1 9 7 5 . I n F Y 7 6 , b l a c k s r e c e i v e d o n l y 9 . 5 % o f r u r a l

h o u s i n g l o a n s a l t h o u g h t h e y o c c u p i e d 2 5 % o f a l l s u b s t a n d a r d

h o u s i n g i n F mHA- s e r v e d a r e a s . Mo r e t h a n 2 mi l l i o n h o u s e h o l d s

( b l a c k s , Ch i c a n o , a n d I n d i a n ) c a n n o t " q u a l i f y " f o r a n F mHA-

f i n a n c e d h o me o f t h e i r o wn :

HUD' s r e c o r d i s n o b e t t e r . Th e t r a d i t i o n a l p u b l i c

h o u s i n g p r o g r a m, wh i c h h a s t h e n e c e s s a r y d e e p s u b s i d i e s a n d

a n i mp r e s s i v e t r a c k r e c o r d i n r u r a l a r e a s , wa s e f f e c t i v e l y
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c u t o f f i n 1 9 7 3 , a s t h i s Co mmi t t e e i s s o we l l a wa r e .

Cl e a r l y , d e e p s u b s i d y r e n t a l a n d h o me o wn e r s h i p p r o g r a ms

a r e n e e d e d u r g e n t l y i n r u r a l a r e a s . We a r e p l e a s e d t o o f f e r

t h e f o l l o wi n g r e c o mme n d a t i o n s .

A . Re n t a l P r o g r a m: Ru r a l Re n t S u p p l e me n t , Tr a d i t i o n a l P u b l i c
Ho u s i n g a n d F a r m La b o r Ho u s i n g

( 1 ) Ru r a l Re n t a l As s i s t a n c e : A Ca l l f o r I mp l e me n t a t i o n

Co n g r e s s e n a c t e d t h e F mHA r u r a l r e n t a l a s s i s t a n c e p r o g r a m

i n S e c t i o n 5 1 4 o f t h e Ho u s i n g a n d Co mmu n i t y De v e l o p me n t Ac t o f

1 9 7 4 . Th e p r o g r a m p r o v i d e s a s i mp l e , o n e - a g e n c y , e f f i c i e n t

s y s t e m t o d e l i v e r a d e q u a t e s u b s i d i e s f o r l o w- i n c o me t e n a n t s

o f F mHA' s r u r a l r e n t a l a n d f a r m l a b o r h o u s i n g p r o g r a ms b y

a u t h o r i z i n g F mHA t o p a y t h e d i f f e r e n c e b e t we e n 2 5 % o f a

t e n a n t ' s i n c o me a n d t h e p r o j e c t ' s b a s i c r e n t , f i g u r e d a t

a 1 % mo r t g a g e .

F mHA, h o we v e r , n e v e r c a r r i e d o u t t h e p r o g r a m d e s p i t e

Co n g r e s s ' i n s i s t e n c e t h a t i t d o s o , e v i d e n c e d i n t h e 1 9 7 6

a n d 1 9 7 7 Ag r i c u l t u r e Ap p r o p r i a t i o n s Ac t s . Al t h o u g h r u r a l

h o u s i n g g r o u p s s u e d F mHA t o f o r c e i mp l e me n t a t i o n ( Ro c k y

F o r d Ho u s i n g Au t h o r i t y v . US DA) , t h e U. S . Di s t r i c t Co u r t

f o r t h e Di s t r i c t o f Co l u mb i a g r a n t e d US DA a n a d d i t i o n a l

d e l a y . I n i t s d e c i s i o n o f J a n u a r y 1 8 , 1 9 7 7 , t h e Co u r t h e l d

t h a t US DA h a d a b u s e d i t s d i s c r e t i o n a n d e x c e e d e d i t s

a u t h o r i t y b y r e f u s i n g t o c a r r y o u t t h e p r o g r a m f o r b u d g e t a r y
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r e a s o n s . Ho we v e r , t h e Co u r t o r d e r e d t h e S e c r e t a r y o f

Ag r i c u l t u r e t o d e t e r mi n e wh e t h e r HUD' s S e c t i o n 8 r e n t a l

a s s i s t a n c e p r o g r a m wo u l d b e t t e r e f f e c t u a t e t h e g o a l s o f

t h e r u r a l r e n t a l s u p p l e me n t p r o g r a m a n d t o r e p o r t b a c k t o

t h e Co u r t wi t h i n t h i r t y d a y s a s t o h o w s o o n t h a t d e t e r mi n a -

t i o n c o u l d b e ma d e . On F e b r u a r y 1 8 , S e c r e t a r y Be r g l a n d

n o t i f i e d t h e Co u r t t h a t h e c o u l d n o t ma k e a d e c i s i o n o n

r e n t s u p p l e me n t s u n t i l Ap r i l 3 0 , 1 9 7 7 . Ra t h e r t h a n s p e n d

t i me c o mp a r i n g b o t h p r o g r a ms , we u r g e t h a t t h e r e n t a l

a s s i s t a n c e p r o g r a m b e i mp l e me n t e d i mme d i a t e l y . We a r e n o t

a l o n e .

I n a l e t t e r t o S e c r e t a r y Be r g l a n d d a t e d F e b r u a r y 9 ,

1 9 7 7 , t we n t y - e i g h t Un i t e d S t a t e s S e n a t o r s r e c o mme n d e d t h a t

t h e p r o g r a m b e i n i t i a t e d :

" Ba s i c l o g i c d i c t a t e s t h a t a p r o g r a m a d mi n i s t e r e d

b y o n e a g e n c y mu s t b e s i mp l e r a n d mo r e e f f i c i e n t t h a n

a n a p p r o a c h wh i c h r e q u i r e s t h e c o o p e r a t i o n o f t wo

s e p a r a t e b u r e a u c r a c i e s ( HUD a n d F mHA) . I n t h e l a t t e r

a p p r o a c h , t h e r e a r e b o u n d t o b e u n n e c e s s a r y d e l a y s

a n d r e s u l t a n t h i g h e r c o s t s t h a n i n a s i n g l e a g e n c y

p r o g r a m. Ov e r a n d a b o v e t h a t , t h e f a c t i s t h a t b o t h

a p p r o a c h e s c a n c o mp l e me n t e a c h o t h e r - i n a n a r e a

wh e r e o n e d o e s n o t wo r k we l l , t h e o t h e r ma y . F a r
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t o o ma n y r u r a l f a mi l i e s h a v e b e e n d e p r i v e d o f d e c e n t

h o u s i n g b e c a u s e o f t h e l i mi t e d o p t i o n s a v a i l a b l e t o

t h e m.

" F r o m i t s a u t h o r i z a t i o n i n 1 9 7 4 t h r o u g h t h e e n d

o f F Y 7 6 , F mHA c o u l d h a v e a s s i s t e d o v e r 2 0 , 0 0 0 f a mi l i e s

a n d e l d e r l y h o u s e h o l d s i n n e w u n i t s , wh o s e r e n t i s

e x c e s s i v e i n r e l a t i o n t o t h e i r l o w i n c o me . Co n g r e s s

i n t e n d e d t h a t t h e y , a n d t h e o t h e r 1 . 8 mi l l i o n r u r a l

h o u s e h o l d s t o o p o o r t o b e a s s i s t e d b y t h e r e g u l a r F mHA

p r o g r a ms , r e c e i v e f e d e r a l a s s i s t a n c e wh i c h c o n t i n u e s

t o b e d e n i e d t h e m. "

At t a c h e d t o t h i s t e s t i mo n y a s Ap p e n d i x B i s a c o mp a r i s o n

o f t h e r u r a l r e n t s u p p l e me n t p r o g r a m wi t h t h e o p e r a t i o n o f

S e c t i o n 8 i n r u r a l a r e a s .

( 2 ) Tr a d i t i o n a l P u b l i c Ho u s i n g

I n t h e e a r l y 1 9 7 0 s , a p p r o x i ma t e l y 4 0 % o f p u b l i c h o u s i n g

f u n d s we r e g o i n g t o n o n - me t r o p o l i t a n a r e a s t o p r o v i d e p r o p e r

s h e l t e r f o r v e r y l o w- i n c o me f a mi l i e s a n d s e n i o r c i t i z e n s .

( Th i s p e r c e n t a g e i s , i n f a c t , a g o o d a p p r o x i ma t i o n o f t h e

r u r a l / u r b a n r e l a t i v e n e e d s . ) Al t h o u g h HUD c u t o f f t h e

t r a d i t i o n a l p u b l i c h o u s i n g p r o g r a m a n d c i r c u mv e n t e d Co n g r e s s '

ma n d a t e t o r e v i v e i t , i t d i d a t l a s t s u c c u mb t o t h e f a c t s

a n d c o n c e d e t h e s u c c e s s o f p u b l i c h o u s i n g i n r u r a l a r e a s .

No t o n l y we r e t h e s ma l l s c a l e , o f t e n s c a t t e r e d s i t e p r o j e c t s ,
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a c c e p t a b l e t o r u r a l c o mmu n i t i e s , b u t e v e n HUD c a me t o

r e a l i z e t h a t g o v e r n me n t - g u a r a n t e e d f i n a n c i n g t h r o u g h l o c a l

h o u s i n g a u t h o r i t i e s wa s e s s e n t i a l i n c r e d i t - p o o r s ma l l t o wn s .

Th i s n a t i o n s h o u l d b e g r a t e f u l f o r t h e u n r e l e n t i n g wo r k

o f t h i s Co mmi t t e e t o r e s t o r e t h e t r a d i t i o n a l p u b l i c h o u s i n g

e f f o r t . Al t h o u g h we c o n g r a t u l a t e HUD S e c r e t a r y Ha r r i s f o r

p r o p o s i n g 5 0 , 0 0 0 n e w u n i t s o f t r a d i t i o n a l p u b l i c h o u s i n g

f o r HUD' s F Y 7 8 b u d g e t , we u r g e t h a t t h e p r e mo r a t o r i u m l e v e l

o f 1 0 0 , 0 0 0 u n i t s a n n u a l l y b e r e i n s t a t e d , a s i t r e f l e c t s t h e

n e e d f o r t h e t r a d i t i o n a l p u b l i c h o u s i n g p r o g r a m a mo n g t h e

c o u n t r y ' s p o o r . Mo r e o v e r , t o p e r mi t p u b l i c h o u s i n g t o

c o n t i n u e t o s e r v e l o w a n d v e r y l o w- i n c o me p e o p l e - a n d n o t

t o b e s a c r i f i c e d t o i n f l a t i o n - we u r g e t h a t HUD b e a u t h o r i z e d

t o p r o v i d e a n a u t o ma t i c e s c a l a t o r f o r o p e r a t i n g s u b s i d i e s s o

t h a t t h e y ma y c o v e r t h e r i s i n g c o s t s o f o p e r a t i o n a n d

ma i n t e n a n c e .

( 3 ) F a r m La b o r Ho u s i n g : Ex t e n d i n g a n d Ra i s i n g Au t h o r i z a -
t i o n Le v e l s

I n a d d i t i o n t o t h e t wo d e e p s u b s i d y r e n t a l p r o g r a ms

d e s c r i b e d a b o v e , we u r g e t h a t t h e a u t h o r i z a t i o n f o r o n e s ma l l

b u t s i g n i f i c a n t g r a n t p r o g r a m f o r f a r mwo r k e r r e n t a l h o u s i n g

b e e x t e n d e d . F mHA' s S e c t i o n 5 1 6 f a r m l a b o r g r a n t s a r e u s e d

i n c o n j u n c t i o n wi t h i t s S e c t i o n 5 1 4 l o a n p r o g r a m t o c o n s t r u c t

r e n t a l h o u s i n g f o r mi g r a n t a n d s e a s o n a l f a r mwo r k e r s . Th e

8 6 - 0 8 5 0 - 7 7 - pt . 3 - 2 2
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g r a n t s p r o v i d e u p t o 9 0 % o f d e v e l o p me n t c o s t s , wh i l e

t h e r e ma i n i n g p r o j e c t c o s t s a r e g e n e r a l l y c o v e r e d b y a S e c t i o n

5 1 4 l o a n a t a 1 % i n t e r e s t r a t e .

Wi t h o u t t h e g r a n t p r o g r a m, F mHA c o u l d n o t b u i l d f a r m

l a b o r h o u s i n g t h a t f a r mwo r k e r s c o u l d a f f o r d . I n f a c t , f a r m-

wo r k e r i n c o me s a r e s o s h a me f u l l y l o w t h a t r u r a l r e n t s u p p l e -

me n t s a r e a l s o n e e d e d o n t o p o f S e c t i o n 5 1 6 g r a n t s t o h o u s e

v e r y l o w- i n c o me f a mi l i e s .

We u r g e t h e Co mmi t t e e t o e x p a n d t h e c u r r e n t $ 8 0 mi l l i o n

l i mi t a t i o n f o r S e c t i o n 5 1 6 g r a n t s f o r t h e p e r i o d e n d i n g

S e p t e mb e r 3 0 , 1 9 7 7 , t o $ 2 3 0 mi l l i o n f o r t h e p e r i o d e n d i n g

S e p t e mb e r 3 0 , 1 9 8 0 . An d we r e c o mme n d a n i n c r e a s e f r o m $ 2 5 t o

$ 5 0 mi l l i o n i n t h e a n n u a l a u t h o r i z a t i o n l e v e l f o r t h e

a c c o mp a n y i n g 5 1 4 l o a n p r o g r a m. Th e s e i n c r e a s e d l e v e l s wo u l d

p r o v i d e t h e a p p r o p r i a t i o n s c o mmi t t e e wi t h s u f f i c i e n t l e e wa y

t o s i g n i f i c a n t l y e x p a n d t h i s g r e a t l y n e e d e d p r o g r a m.

B. Ho me o wn e r s h i p Ch o i c e s f o r Lo w- I n c o me F a mi l i e s

( 1 ) De e p S u b s i d y Ho me o wn e r s h i p Lo a n s

Ho me o wn e r s h i p h a s b e c o me u n a f f o r d a b l e f o r i n c r e a s i n g

n u mb e r o f l o w- i n c o me r u r a l f a mi l i e s o v e r t h e l a s t s e v e r a l

y e a r s . Th e a v e r a g e i n i t i a l F mHA S e c t i o n 5 0 2 l o a n i n F Y 6 9

wa s $ 1 0 , 0 8 3 a n d a t 1 % i n t e r e s t r e q u i r e d a mo n t h l y mo r t g a g e

p a y me n t o f o n l y $ 3 0 . By 1 9 7 6 t h e s e c o s t s h a d r i s e n a n a v e r a g e

o f 1 3 . 4 % p e r y e a r s o t h a t a n a v e r a g e i n i t i a l 5 0 2 l o a n wa s
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$ 2 1 , 4 7 0 , r e q u i r i n g a mo n t h l y p a y me n t a t 1 % i n t e r e s t o f

$ 6 4 . Ta x e s a n d u t i l i t y c o s t s h a v e i n c r e a s e d a t a n e v e n

g r e a t e r r a t e i n mo s t a r e a s o f t h e c o u n t r y , a n d t h e c o n t i n u -

i n g n a t i o n wi d e t r e n d o f r i s i n g l a n d a n d c o n s t r u c t i o n c o s t s

p r o mi s e s t o s e n d t h e s e f i g u r e s e v e n h i g h e r . F o r e x a mp l e ,

i n De c e mb e r , 1 9 7 6 , t h e P e n n s y l v a n i a S t a t e F mHA n o t e d t h a t

i t s b o r r o we r s c o u l d n o t b u y mo d e s t n e w h o me s f o r l e s s t h a n

$ 2 8 , 0 0 0 a n d o f t e n h a d t o p a y f r o m $ 3 0 , 0 0 0 t o $ 3 2 , 0 0 0 .

F mHA' s o wn r e g u l a t i o n s h a v e c o n t r i b u t e d t o t h e s e p r i c e

i n c r e a s e s . F o r e x a mp l e , s t r i n g e n t s i t e r e q u i r e me n t s , i n c l u d -

i n g e mp h a s i s o n l o c a t i o n s wi t h c e n t r a l wa t e r a n d s e we r f a c i l i -

t i e s , h a v e b r o u g h t a b o u t a ma r k e d i n c r e a s e i n t h e c o s t o f

l o t s . Wh i l e t h i s s i t e p o l i c y wa s o r i g i n a l l y f o r mu l a t e d t o

p r o t e c t c o mmu n i t i e s a n d i n d i v i d u a l r e s i d e n t s , i t s u n i n t e n d e d

e f f e c t h a s b e e n t o g e n e r a t e a d d i t i o n a l c o s t s t h r o u g h a d d i t i o n a l

p r o c e s s i n g t i me , mo r e e x p e n s i v e l a n d p u r c h a s e , mo r e c o s t l y

s i t e i mp r o v e me n t s , s u c h a s c u r b s a n d g u t t e r s , a n d o t h e r

s i mi l a r c o s t s . Of t e n , t h e s e e x t r a c o s t s e f f e c t i v e l y p r e c l u d e

p u r c h a s e b y b o r d e r l i n e l o w- i n c o me f a mi l i e s .

Le t me o f f e r a c a s e i n p o i n t . I n 1 9 6 9 , a f a mi l y wi t h a n

a d j u s t e d a n n u a l i n c o me a s l o w a s $ 2 , 8 2 0 c o u l d h a v e p u r c h a s e d

a $ 1 0 , 0 8 3 h o u s e wi t h a f u l l y s u b s i d i z e d F mHA l o a n ( a l l o wi n g

f o r mo n t h l y p r o p e r t y t a x e s o f $ 1 5 a n d mo n t h l y i n s u r a n c e c o s t s

t o b e $ 6 ) . Th a t s a me h o u s e i n 1 9 7 7 , a s n o t e d , c o s t s $ 2 1 , 4 7 0 .
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As s u mi n g t h e u n l i k e l y - t h a t i n s u r a n c e a n d t a x r a t e s

h a d r e ma i n e d c o n s t a n t - a f a mi l y wo u l d n o w n e e d a $ 6 , 0 0 0

a d j u s t e d i n c o me t o a f f o r d t h e s a me h o u s e a t 1 % i n t e r e s t

r a t e . Wh e n u t i l i t y c o s t s a r e f i g u r e d i n , e s p e c i a l l y i n

t h e n o r t h e a s t e r n s t a t e s , t h e mi n i mu m i n c o me i n c r e a s e s s t i l l

f u r t h e r . I n t h o s e s t a t e s wh e r e mo n t h l y u t i l i t y b i l l s a r e

$ 1 0 0 o r mo r e , h o me o wn e r s h i p i s u s u a l l y i mp o s s i b l e f o r e v e n

mo d e r a t e - i n c o me f a mi l i e s .

I n s h o r t , , Se c t i o n 5 0 2 i n t e r e s t c r e d i t l o a n s c a n n o

l o n g e r s e r v e mo s t l o w- i n c o me r u r a l f a mi l i e s . I n t h o s e f e w

i n s t a n c e s wh e r e t h e y d o , i t i s b e c a u s e o f u n u s u a l c i r c u m-

s t a n c e s , s u c h a s v e r y l o w t a x a n d u t i l i t y c o s t s o r u s e o f

mu t u a l s e l f - h e l p h o u s i n g o r s u b s i d i z e d ma n p o we r p r o g r a ms .

Ho we v e r , t h e i mp a c t o f t h e s e d e v i c e s i s n e g l i g i b l e i n

c o mp a r i s o n wi t h t h e n a t i o n a l n e e d .

Co n g r e s s s h o u l d p r o v i d e F mHA wi t h t h e c a p a c i t y t o h o u s e

s o me o f t h e 1 . 8 mi l l i o n o r mo r e r u r a l f a mi l i e s wh o a r e t o o

p o o r t o q u a l i f y f o r e x i s t i n g F mHA p r o g r a ms b u t wh o o f t e n

h a v e a s t r o n g d e s i r e t o o wn t h e i r o wn h o me s . I f p e r s o n a l

p r e f e r e n c e f o r h o me o wn e r s h i p i s d i s r e g a r d e d , s o me c o u l d b e

s e r v e d t h r o u g h t h e S e c t i o n 5 1 5 r u r a l r e n t a l p r o g r a m i n

c o mb i n a t i o n wi t h a n i mp l e me n t e d r u r a l r e n t s u p p l e me n t p r o g r a m,

o r wi t h HUD' s S e c t i o n 8 o r b y t h e p u b l i c h o u s i n g p r o g r a m.

Ho we v e r , ma n y o t h e r s c o u l d n o t b e n e f i t f r o m s u c h r e f o r ms .
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Ma n y s ma l l c o mmu n i t i e s a r e u n s e r v e d b y h o u s i n g a u t h o r i t i e s -

o v e r 3 0 mi l l i o n p e o p l e l i v e i n c o u n t i e s wi t h o u t p u b l i c

h o u s i n g - o r l a c k r e n t a l h o u s i n g s p o n s o r s o r d e v e l o p e r s .

Re n t a l u n i t s wh i c h a r e f i n a n c e d b y F mHA u s u a l l y d o n o t e x c e e d

t wo b e d r o o ms , t h u s e f f e c t i v e l y c u t t i n g o u t l a r g e f a mi l i e s .

F u r t h e r mo r e , a f a mi l y wh i c h c h o o s e s n o t t o l i v e i n a n

" e s t a b l i s h e d p l a c e o r t o wn " i s n o t e v e n e l i g i b l e f o r r e n t a l

a s s i s t a n c e u n d e r F mHA r e g u l a t i o n s . F o r p o o r p e r s o n s i n s u c h

a r e a s , t h e o n l y e s c a p e f r o m s u b s t a n d a r d h o u s i n g i s t h r o u g h

p u r c h a s e o f a s i n g l e f a mi l y h o me . Ye t , wi t h o u t a d e e p e r

h o me o wn e r s h i p s u b s i d y t h a n n o w e x i s t s , t h e r e wi l l b e n o

e s c a p e .

Th e S e n a t e r e c o g n i z e d t h i s p r o b l e m i n 1 9 7 4 , wh e n i t

p a s s e d a n e x p e r i me n t a l d e f e r r e d p r i n c i p a l p a y me n t p l a n a s

o n e t y p e o f d e e p s u b s i d y h o me o wn e r s h i p p r o g r a m. Un f o r t u n a t e l y ,

a f t e r t h e S e n a t e - Ho u s e c o n f e r e n c e t h e d e mo n s t r a t i o n p r o g r a m

wa s n o t i n c l u d e d i n t h e Ho u s i n g a n d Co mmu n i t y De v e l o p me n t

Ac t o f 1 9 7 4 . We u r g e t h i s Co mmi t t e e t o a c t n o w, s i n c e

F mHA a s s i s t a n c e t o l o w i n c o me f a mi l i e s h a s d e t e r i o r a t e d

s i n c e 1 9 7 4 .

S p e c i f i c a l l y , we s u g g e s t t h a t Co n g r e s s a u t h o r i z e F mHA

t o p r o v i d e a d e e p s u b s i d y h o me o wn e r s h i p p r o g r a m t o p a y t h e

d i f f e r e n c e b e t we e n 1 5 % o f t h e a n n u a l g r o s s i n c o me o f a v e r y

l o w- i n c o me r u r a l h o u s e h o l d a n d t h e y e a r l y c o s t s o f mo r t g a g e

o b l i g a t i o n s , p r o p e r t y t a x e s , i n s u r a n c e , u t i l i t i e s , a n d

ma i n t e n a n c e . Th e p r o p o s e d 1 5 % mi n i mu m p a y me n t b y l o w- i n c o me
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r u r a l h o u s e h o l d s i s t h e s a me a s t h a t r e q u i r e d b y HUD u n d e r

i t s S e c t i o n 8 r e n t a l p r o g r a m.

I f we a r e wi l l i n g t o p r o v i d e d i r e c t d e e p s u b s i d i e s

a n d t a x e x p e n d i t u r e s t h r o u g h s p e c i a l d e p r e c i a t i o n r u l e s

f o r p r i v a t e r e n t a l u n i t s , s u r e l y we s h o u l d b e wi l l i n g t o

p r o v i d e f i n a n c i a l l y c o mp a r a b l e a s s i s t a n c e t o h o me o wn e r s

wh o c a n n o t o t h e r wi s e o b t a i n d e c e n t s h e l t e r . To i n s u r e

t h e mo s t e c o n o mi c a l u s e o f s u c h a d e e p h o me o wn e r s h i p

s u b s i d y p r o g r a m, p r o v i s i o n s c o u l d b e i n c l u d e d t o r e c a p t u r e

a p o r t i o n o f t h e s u b s i d y f r o m a n y " wi n d f a l l " p r o f i t r e s u l t -

i n g f r o m a s u b s e q u e n t s a l e o f t h e h o me . Th e r e c o v e r e d

mo n i e s c o u l d b e r e t u r n e d t o t h e Ru r a l Ho u s i n g I n s u r a n c e

F u n d . Th u s , t h e p u r p o s e o f t h e p r o g r a m t o p r o v i d e o n l y

b a s i c s h e l t e r wo u l d b e c l e a r .

( 2 ) Ho me Re p a i r

F mHA d o e s c o n d u c t a s o u n d d e e p s u b s i d y h o me r e p a i r

p r o g r a m, S e c t i o n 5 0 4 , t o wh i c h we wo u l d l i k e t o d i r e c t

t h e Co mmi t t e e ' s a t t e n t i o n . Th e p r o g r a m f u n d s l o w- i n c o me

h o me o wn e r s f o r h o u s i n g r e p a i r s t h a t wi l l r e mo v e h a z a r d s

t o h e a l t h a n d s a f e t y . S e c t i o n 5 0 4 l o a n s c a r r y a 1 %

i n t e r e s t r a t e a n d ma y b e ma d e u p t o $ 5 , 0 0 0 . Th e r e p a y me n t

p e r i o d , b a s e d o n t h e l o a n a mo u n t , ma y e x t e n d t o 2 0 y e a r s .

I n a d d i t i o n , e l d e r l y p e r s o n s ma y q u a l i f y f o r a g r a n t

a n d / o r l o a n u n d e r t h e p r o g r a m.
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De s p i t e t h e d e ma n d f o r t h e l o a n s a n d g r a n t s f o r

f u n d a me n t a l h o u s i n g i mp r o v e me n t s , i n c l u d i n g i n d o o r p l u mb i n g

a n d e n e r g y c o n s e r v a t i o n , a n d t h e S e c t i o n 3 0 4 p r o g r a m' s h e a v y

u s e b y mi n o r i t i e s i n c o mp a r i s o n wi t h o t h e r p r o g r a ms , F mHA

c o n s i s t e n t l y t u r n s b a c k f r o m 1 / 2 t o 3 / 4 o f t h e a u t h o r i z e d

S e c t i o n 5 0 4 f u n d s e v e r y y e a r . Th i s f i s c a l y e a r i s n o

e x c e p t i o n . I n t h e f i r s t t h i r d o f F Y 7 7 , o n l y $ 1 . 8 mi l l i o n

o u t o f a $ 2 0 mi l l i o n a p p r o p r i a t i o n wa s o b l i g a t e d .

Re a s o n s f o r S e c t i o n 5 0 4 ' s u n d e r u s e a b o u n d . On e o f t h e

mo s t c o mmo n i s t h a t F mHA e mp l o y e e s p r e f e r t o ma k e S e c t i o n

5 0 2 h o me o wn e r s h i p l o a n s .

S e c t i o n 5 0 2 l o a n s ma k e a n

u s u a l l y r e q u i r e l e s s t i me

t h a n d o t h e c o mp a r a t i v e l y

Us u a l l y i n t h e $ 2 0 , 0 0 0 r a n g e ,

e mp l o y e e ' s r e c o r d l o o k b e t t e r a n d

t o p r o c e s s , i n s p e c t , a n d s e r v i c e

s ma l l S e c t i o n 5 0 4 l o a n s .

We u r g e t h e Co mmi t t e e t o e x t e n d t h e S e c t i o n 5 0 4 l o a n

a n d g r a n t a s s i s t a n c e t o a $ 2 0 0 mi l l i o n l e v e l f o r t h e

p e r i o d 1 9 5 6 t o 1 9 8 0 . ( S e e Ap p e n d i x C. ) I n a d d i t i o n , we

a s k a l s o t h a t t h e Co mmi t t e e i n v e s t i g a t e t h e p r o g r a m' s u n d e r -

u s e , e s p e c i a l l y i n t h o s e a r e a s wh e r e t h e l o w i n c o me s o f

f a mi l i e s ma k e t h e p r o g r a m t h e o n l y h o u s i n g r e s o u r c e a v a i l -

a b l e .
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S T AF F I NG, RE S E ARCH, AND E QUAL OP P ORT UNI T Y:
NECES S ARY I MP ROVE ME NT S F OR F mHA

S t a f f i n g : Qu e s t i o n s o f Nu mb e r s , Di s t r i b u t i o n , a n d S p e c i a l i z a t i o n

F mHA c a n n o t me e t a n y s e t o f n a t i o n a l g o a l s f o r s u b s i d i z e d

h o u s i n g p r o d u c t i o n wi t h o u t a d e q u a t e b u d g e t l e v e l s ; n e i t h e r c a n

i t s g o a l s b e me t i f t h e s t a f f r e ma i n s o v e r b u r d e n e d , ma l -

d i s t r i b u t e d , a n d u n t r a i n e d i n h o u s i n g a n d d e v e l o p me n t f u n c t i o n s .

De s p i t e t h e a d d i t i o n o f s i g n i f i c a n t n e w p r o g r a ms a n d

s e r v i c e a r e a s u n d e r t h e Ru r a l De v e l o p me n t Ac t o f 1 9 7 2 a n d

t h e Ho u s i n g a n d Co mmu n i t y De v e l o p me n t Ac t o f 1 9 7 4 , t h e p e r s o n n e l

l e v e l a t F mHA i s a l mo s t i d e n t i c a l wi t h t h a t i n 1 9 7 2 - i n f a c t ,

t h e r e we r e mo r e f i l l e d p o s i t i o n s i n 1 9 7 2 .

Co n s i d e r i n g t h e h i g h l e v e l o f p e r f o r ma n c e o f F mHA' s

p e r s o n n e l , r u r a l h o u s i n g g r o u p s we r e d i s ma y e d b y t h e p r e v i o u s

a d mi n i n s t r a t i o n ' s mi s d i r e c t i o n o f F Y 7 6 ' s i n c r e a s e d s t a f f

a p p r o p r i a t i o n s : o n l y 4 0 0 o f t h e a n t i c i p a t e d 7 0 0 n e w p o s i t i o n s

we r e e v e r f i l l e d . We t r u s t t h a t t h i s t y p e o f b e h a v i o r wi l l

n o t b e r e p e a t e d u n d e r S e c r e t a r y Be r g l a n d ' s l e a d e r s h i p .

Ba s e d o n t h e ma n p o we r n e e d s r e q u i r e d t o c a r r y o u t F mHA' s

e v e r - e x p a n d i n g p r o g r a ms a n d t o ma i n t a i n a h i g h q u a l i t y o f

l o a n s e r v i c i n g , HAC r e c o mme n d s t h a t F mHA' s s t a f f l e v e l b e

i n c r e a s e d b y 2 , 0 0 0 p o s i t i o n s . I n a d d i t i o n , we s u b mi t t h e

f o l l o wi n g s u g g e s t i o n s f o r t h e i mp r o v e me n t o f s t a f f p e r f o r ma n c e :
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F i r s t , F mHA mu s t a d o p t a n a f f i r ma t i v e a c t i o n mi n o r i t y

h i r i n g p r o g r a m t o i n c r e a s e t h e i n s i g n i f i c a n t l e v e l s o f

mi n o r i t y r e p r e s e n t a t i o n wi t h i n t h e a g e n c y , c u r r e n t l y a t 7 %,

a n d l o c a t e d d i s p r o p o r t i o n a t e l y a t t h e a g e n c y ' s l o we r l e v e l

p o s i t i o n s .

S e c o n d , F mHA mu s t h i r e a n d t r a i n p e r s o n s a t t h e l o c a l ,

d i s t r i c t , a n d s t a t e l e v e l s wi t h s k i l l s i n t h e c o n s t r u c t i o n

a n d r e h a b i l i t a t i o n o f h o u s i n g a n d c o mmu n i t y f a c i l i t i e s .

S p e c i a l i s t s s h o u l d b e c o n c e n t r a t e d i n d i s t r i c t a n d s t a t e

o f f i c e s t o h a n d l e t h e mo r e c o mp l i c a t e d p r o g r a ms - r e n t a l ,

s i t e , c o n s t r u c t i o n i n s p e c t i o n s , b u s i n e s s a n d i n d u s t r y .

Th i s wo u l d f r e e u p t h e c o u n t y o f f i c i a l s t o b e t t e r p r o c e s s

a n d s e r v i c e t h e l e s s c o mp l i c a t e d h o me o wn e r s h i p a n d h o me

r e p a i r p r o g r a ms . Be c a u s e s u c h s k i l l e d p e r s o n n e l h a v e n o t

b e e n a v a i l a b l e u n i f o r ml y i n t h e p a s t , i n c r e a s i n g n u mb e r s o f

F mHA b o r r o we r s h a v e h a d t o f a c e t h e e x p e n s e a n d a n g u i s h o f

c o n s t r u c t i o n d e f e c t s b e c a u s e o f f a u l t y a n d / o r i n s u f f i c i e n t

i n s p e c t i o n s . Co n t r a c t i n g o u t F mHA' s s e r v i c e s t o p r i v a t e

i n d i v i d u a l s i s n o t t h e a n s we r . Ra t h e r t h a n r e p e a t t h e

s c a n d a l s t h a t b r o u g h t t h e F e d e r a l Ho u s i n g Ad mi n i s t r a t i o n

i n t o t h e c r i mi n a l c o u r t s , F mHA s h o u l d i mp r o v e i t s o wn

t e c h n i c a l c a p a b i l i t y f o r p r o p e r a n d t i me l y i n s p e c t i o n a n d

o t h e r a s p e c t s o f t h e h o u s i n g p r o c e s s .
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Th i r d , wh e r e p r o g r a m u n d e r - u t i l i z a t i o n h a s b e e n c o mmo n ,

t h e a g e n c y s h o u l d t a k e p o s i t i v e s t e p s t o s e e t h a t b o t h F mHA

p e r s o n n e l a n d l o c a l h o u s i n g s p o n s o r s a r e f u l l y i n f o r me d

a b o u t t h e e x i s t e n c e o f F mHA r e s o u r c e s a n d h o w t o u s e t h e m.

I t h a s b e e n o u r e x p e r i e n c e t h a t wh e r e l o c a l F a r me r s Ho me

p e r s o n n e l a r e n o t k n o wl e d g e a b l e a b o u t a g i v e n p r o g r a m, i t s

u s e i s s u p p r e s s e d . Th e r e i s n o j u s t i f i c a t i o n f o r a n y r u r a l

a r e a n o t h a v i n g e q u a l a c c e s s t o a l l t h e a s s i s t a n c e p r o g r a ms

o f t h e a g e n c y .

Ru r a l Ho u s i n g Re s e a r c h

F mHA i s n o w t h e l a r g e s t d i r e c t f e d e r a l l e n d e r i n t h e

n a t i o n . I t h a s a u t h o r i t y t o o p e r a t e 3 3 s e p a r a t e h o u s i n g ,

f a r m, c o mmu n i t y f a c i l i t y , b u s i n e s s , a n d i n d u s t r i a l p r o g r a ms

i n r u r a l a r e a s . Ye t t h e a g e n c y h a s n e v e r h a d i t s o wn r e s e a r c h

c a p a c i t y t o c o l l e c t d a t a a n d t o c o n d u c t t h e n e c e s s a r y p o l i c y

a n d p r o g r a m a n a l y s i s t o o p e r a t e i t s p r o g r a ms e f f e c t i v e l y .

Th e r e f o r e , HAC s t r o n g l y u r g e s t h i s Co mmi t t e e t o d i r e c t F mHA

t o e s t a b l i s h i t s o wn r e s e a r c h d i v i s i o n a n d t o i n c r e a s e i t s

n e v e r u s e d a n n u a l a u t h o r i z a t i o n f r o m $ 1 mi l l i o n t o $ 1 0 mi l l i o n .

F u r t h e r mo r e , i t s h o u l d b e d i r e c t e d t o f o c u s i t s r e s e a r c h

u p o n t h e s p e c i a l n e e d s o f t h e e l d e r l y , t h e h a n d i c a p p e d ,

f a r mwo r k e r s , a n d I n d i a n s ; r u r a l g r o wt h p a t t e r n s ; a n d r u r a l

c o mmu n i t y f a c i l i t i e s a n d s e r v i c e s . I n a d d i t i o n , we s u g g e s t

t h a t F mHA e mp h a s i z e t h e h o u s i n g p r o b l e ms o f mi g r a n t l a b o r e r s
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t o d e t e r mi n e t h e t y p e o f p r o g r a m a n d f u n d i n g n e c e s s a r y

t o d e a l wi t h s h o r t - t e r m o c c u p a n c i e s .

No o t h e r f e d e r a l a g e n c y h a s d o n e F mHA' s r e s e a r c h f o r

i t . Co n t i n u i n g t o d e n y t h e a g e n c y i t s o wn r e s e a r c h

c a p a b i l i t y wi l l h a v e t h e i n c r e a s i n g l y d a ma g i n g e f f e c t o n

t h e f e d e r a l g o v e r n me n t ' s a b i l i t y t o p l a n a n d e v a l u a t e t h e

i mp a c t o f i t s r u r a l h o u s i n g a n d d e v e l o p me n t p r o g r a ms .

Eq u a l Op p o r t u n i t y De n i e d

F mHA h a s b e e n d e r e l i c t i n d e v e l o p i n g e l e me n t a r y f o r ms

o f d u e p r o c e s s a n d i n c a r r y i n g o u t a n d e x t e n d i n g t h e a f f i r ma -

t i v e ma r k e t i n g r e q u i r e me n t s wh i c h wo u l d p r o v i d e g r e a t e r

p r o t e c t i o n a g a i n s t i n t e n d e d o r i n a d v e r t e n t r a c i a l d i s c r i mi n a -

t i o n . Ce r t a i n c h a n g e s c o u l d b e ma d e i mme d i a t e l y :

( 1 ) F mHA s h o u l d b e r e q u i r e d t o ma r k e t i t s h o u s i n g

p r o g r a ms i n a c c o r d a n c e wi t h c l e a r a f f i r ma t i v e

a c t i o n g u i d e l i n e s a n d t o r e v i e w a g g r e s s i v e l y

t h e p a t t e r n o f t e n a n t s e l e c t i o n i n i t s r e n t a l

p r o g r a ms . F mHA, i t s e l f , a s we l l a s s p o n s o r s

o f i t s r e n t a l h o u s i n g , s e l f - h e l p h o u s i n g , a n d

s i t e d e v e l o p me n t p r o g r a ms , s h o u l d b e r e q u i r e d

t o a d v e r t i s e t h e i r h o u s i n g a n d s e r v i c e s a mo n g

mi n o r i t y g r o u p s .
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( 2 ) F mHA n e e d s t o s t r e n g t h e n i t s a p p e a l s p r o c e d u r e s

b y p r o v i d i n g s u c h f u n d a me n t a l r i g h t s a s o n - t h e -

r e c o r d e v i d e n t i a r y h e a r i n g s , r e p r e s e n t a t i o n b y

c o u n s e l , t h e e x a mi n a t i o n o f e v i d e n c e , t h e c r o s s -

e x a mi n a t i o n o f wi t n e s s e s , a n d t h e i mp a r t i a l i t y o f

h e a r i n g o f f i c e r s . Th e s e r u d i me n t a r y p r o t e c t i o n s

s h o u l d b e ma d e a v a i l a b l e t o mi n o r i t y a n d n o n-

mi n o r i t y a p p l i c a n t s a l i k e . Cu r r e n t l y , o n l y a

b u i l d e r t h r e a t e n e d wi t h d i s b a r me n t h a s a n a p p e a l s

p r o c e s s a v a i l a b l e . Mo r e o v e r , s u c h a p p e a l s p r o -

c e d u r e s s h o u l d b e a v a i l a b l e i n F mHA' s mu l t i - f a mi l y

a s we l l a s i t s s i n g l e - f a mi l y p r o g r a ms .

( 3 ) US DA s h o u l d h a v e a n a d d i t i o n a l As s i s t a n t S e c r e t a r y

f o r Eq u a l Op p o r t u n i t y t o a s s i s t t h e S e c r e t a r y i n

t h e d e v e l o p me n t a n d e x e c u t i o n o f p o l i c i e s a n d

p r o c e d u r e s wh i c h wi l l i mp l e me n t b o t h t h e l e t t e r

a n d s p i r i t o f t h e Ci v i l Ri g h t s Ac t o f 1 9 6 4 a n d

r e l a t e d Ex e c u t i v e Or d e r s .

I n s h o r t , F mHA' s e q u a l o p p o r t u n i t y r e g u l a t i o n s l a c k

e f f e c t i v e p r o c e d u r e s f o r u n c o v e r i n g d i s c r i mi n a t o r y p r a c t i c e s

a n d p o l i c i e s , c o r r e c t i n g s u c h p r a c t i c e s a n d p o l i c y i f f o u n d ,

p r o v i d i n g r e me d i e s f o r t h e v i c t i ms o f b i a s , a n d i n s u r i n g

t h a t F mEA p r o g r a ms a r e a d mi n i s t e r e d i n a ma n n e r t h a t

p r o mo t e s n a t i o n a l c i v i l r i g h t s p o l i c i e s i n h o u s i n g .
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HAC P r o p o s e d Am, 7md me n t

l 0 ( f ) M D ) o f O e hi ous i c o d Cr ) m= n i t y

De v e l o p me n t Ac t o f 1 9 7 4 i s a me n d e d b y i n s e r t i n g a t t h e e n d

t h e r e o f , t h e f o l l o wi n g : " I n a l l o c a t i n g t h e f u n d s u n d e r s u b -

p a r a g r a p h ( B) , t h e S e c r e t a r y s h a l l ma k e t wo t y p e s o f g r a n t s .

On e t y p e s h a l l b e f o r p u r p o s e s wh i c h c a n b e a c c o mp l i s h e d i n

n o mo r e t h a n t wo y e a r s . Th e s e c o n d t y p e s h a l l b e t o me e t

c o mmu n i t y d e v e l o p me n t n e e d s wh i c h a r e s o s e r i o u s t h e y c a n n o t

s u b s t a n t i a l l y b e e l i mi n a t e d i n l e s s t h a n t wo t o f i v e y e a r s .

P r i o r i t y i n a wa r d i n g t h e l o n g e r t e r m g r a n t s s h a l l g o t o n o n-

me t r o p o l i t a n l o c a l g o v e r n me n t s wh i c h a p p l y j o i n t l y f o r a

c o o r d i n a t e d c o mmu n i t y d e v e l o p me n t p r o g r a m wh i c h wi l l b e

a d mi n i s t e r e d b y a s i n g l e a g e n c y . An y s u c h a p p l i c a t i o n wh i c h

d o e s n o t a d d r e s s h o u s i n g n e e d s i n a s u b s t a n t i a l wa y i n i t s

c o mmu n i t y d e v e l o p me n t p l a n s h a l l n o t b e a p p r o v e d . Co n t i n u e d

f u n d i n g i n e a c h s u b s e q u e n t y e a r o f t h e l o n g e r t e r m d i s -

c r e t i o n a r y g r a n t p r o g r a m s h a l l b e d e p e n d e n t o n a p p r o v a l o f

t h e p r e v i o u s y e a r ' s p e r f o r ma n c e r e p o r t b y t h e S e c r e t a r y .

Co n t i n u e d f u n d i n g s h a l l a l s o b e d e p e n d i n g o n e v i d e n c e o f

s a t i s f a c t o r y r e v i e w o f t h e p e r f o r ma n c e r e p o r t a n d n e x t

y e a r ' s p l a n b y c i t i z e n s o f t h e d i s c r e t i o n a r y g r a n t e e s . No

mo r e t h a n 5 0 % o f t h e t o t a l f u n d s a v a i l a b l e p u r s u a n t t o

p a r a g r a p h f ( 1 ) i n e a c h y e a r s h a l l b e u s e d f o r t h e l o n g e r

t e r m g r a n t s . No l e s s t h a n 1 0 % o f t h e t o t a l f u n d s a v a i l a b l e

p u r s u a n t t o S e c t i o n 1 0 7 ( a ) s h a l l b e u s e d b y t h e S e c r e t a r y

t o e n c o u r a g e t h e d e v e l o p me n t o f a c t i v e c i t i z e n p a r t i c i p a t i o n

i n t h e n o n - me t r o p o l i t a n c o mmu n i t y d e v e l o p me n t p r o c e s s . "
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Ca n Se c t i o n 8 Be t t e r Ef f e c t u a t e Th e Go a l s o f Th e
Ru r a l Re n t S u p p l e me n t Pr o g r a m?

Th e p r i , - Ar y g o a l o f t h e _ E= 1 r e n t s u p p l e me n t p r o g r a m

i s t o h o l d r e n t s o f t e n a n t s i n f a r m l a b o r a n d r u r a l r e n t a l

h o u s i n g t o 2 5 p e r c e n t o f t e n a n t i n c o me . T h e e x c l u s i v e u s e

o f s e c t i o n 8 c a n n o t d o t h i s b e c a u s e , q u i t e s i mp l y , s u b s t a n -

t i a l n u mb e r s o f t h o s e wh o wo u l d b e s e r v e d b y t h e r u r a l r e n t

s u p p l e me n t p r o g r a m a r e n o t l i k e l y t o r e c e i v e s e c t i o n 8

a s s i s t a n c e .

Th i s i s mo s t o b v i o u s i n t h e c a s e wh e r e r u r a l r e n t a l o r

f a r m l a b o r h o u s i n g a l r e a d y e x i s t s . Te n a n t s i n t h e s e p r o j e c t s

wi l l r e c e i v e r e n t a l a s s i s t a n c e u n d e r s e c t i o n 8 o n l y I F ( 1 )

a l o c a l p u b l i c h o u s i n g a g e n c y ( o t h e r t h a n t h e o wn e r o f t h e

t e n a n t ' s p r o j e c t ) a p p l i e s f o r a n d r e c e i v e s s e c t i o n 8

Ex i s t i n g Ho u s i n g c o n t r a c t a u t h o r i t y f r o m HUD, ( 2 ) t h e t e n a n t

b e c o me s a wa r e o f s e c t i o n 8 a s s i s t a n c e a n d s u c c e e d s i n r e c e i v -

i n g a c e r t i f i c a t e o f p a r t i c i p a t i o n f r o m t h e p u b l i c h o u s i n g

a g e n c y , ( 3 ) t h e r e n t i n t h e u n i t o c c u p i e d b y t h e t e n a n t d o e s

n o t e x c e e d t h e a p p l i c a b l e f a i r ma r k e t r e n t a u t h o r i z e d b y

t h e p u b l i c h o u s i n g a g e n c y a n d HUD, a n d ( 4 ) s u f f i c i e n t c o n t r a c t

a u t h o r i t y i s s t i l l a v a i l a b l e wh e n t h e u n i t i s i n s p e c t e d ,

a p p r o v e d , t h e l e a s e a g r e e me n t a p p r o v e d a n d t h e o wn e r a n d

t h e p u b l i c h o u s i n g a g e n c y e x e c u t e t h e c o n t r a c t .

Wh i l e i t i s p o s s i b l e t h a t a l l o f t h e s e c o n d i t i o n s ma y

b e me t i n s o me c i r c u ms t a n c e s , i t i s c e r t a i n t h a t a l l t h e s e

c o n d i t i o n s c a n n o t b e s a t i s f i e d f o r a l l o f t h o s e l i v i n g i n

F mNA- f i n a n c e d r e n t a l a n d f a r m l a b o r h o u s i n g wh o n e e d

a s s i s t a n c e . I n d e e d , i t i s s a f e t o s a y t h a t u n d e r p r e s e n t

r e g u l a t i o n s v e r y f e w t e h a n t s i n FmHA- f i n a n c e d h o u s i n g
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wi l l r e c e i v e r e c e i v e s e c t i o n a s s i S t a n c e wi t h i n t h e n e x t f e w,

y e a r s b e c a u s e o f t h e l i mi t e d a mo u n t o f c c n t r a c t a u t h o r i t y

a v a i l a b l e wh e r e F mHA h o u s i n g e: - : i s t s . I n a d d i t i o n , o t h e r

f a c t o r s , s u c h a s r e g u l a t i o n s wh i c h l i mi t t o 4 0 p e r c e n t t h e .

n u mb e r o f f a mi l i e s i n a S e c t i o n 5 1 5 e l d e r l y p r o j e c t e l i g i b l e

f o r s e c t i o n 8 a s s i s t a n c e , t h e s t a t u t o r y f a i r s h a r e d i s t r i -

b u t i o n f o r mu l a wh i c h a p p l i e s t o S e c t i o n • 8 , . t h e p u b l i c o wn e r -

s h i p o f ma n y o f t h e e x i s t i n g f a r m l a b o r h o u s i n g p r o j e c t s ,

a n d t h e d i f f i c u l t y i n s o me c a s e s o f me e t i n g t h e HUD e s t a b l i -

s h e d .f a i r ma r k e t r e n t s , v i r t u a l l y g u a r a n t e e t h a t t h e s e c t i o n

8 p r o g r a m c a n n o t e f f e c t u a t e t h e g o a l s o f t h e r u r a l r e n t

s u p p l e me n t p r o g r a m.

On t h e o t h e r h a n d , t h e r u r a l r e n t s u p p l e me n t p r o g r a m

c o u l d b e i mp l e me n t e d wi t h i n a f e w we e k s , a l l o wn e r s o f

r u r a l r e n t a l a n d f a r m l a b o r h o u s i n g a n d t h e i r t e n a n t s i n -

f o r me d o f t h e n e w p r o g r a m, c o n t r a c t s e x e c u t e d a n d t h e s u b -

s i d i e s f l o wi n g b y t h e e n d o f t h e y e a r . Th i s wo u l d a mo u n t

t o a s s i s t a n c e f o r n e a r l y 3 3 , 0 0 0 u n i t s ( 5 0 % o f t h e 3 0 , 0 0 0

e l d e r l y u n i t s , 5 0 % o f t h e 1 6 , 0 0 0 f a r m l a b o r u n i t s a n d 1 5 %

o f t h e 6 5 , 0 0 0 f a mi l y u n i t s ) .

Be s i d e s t h o s e t e n a n t s i n e x i s t i n g p r o j e c t s , s o me

p o t e n t i a l p r o j e c t s t o b e c o n s t r u c t e d t h i s f i s c a l y e a r wi l l

n o t r e c e i v e t h e r e n t a l a s s i s t a n c e t o wh i c h t h e y a r e e n t i t l e d

i f o n l y t h e s e c t i o n 8 p r o g r a m i s u s e d . Un d e r t h e US DA/ HUD

Me mo r a n d u m o f Un d e r s t a n d i n g , HUD h a s a g r e e d t o p r o v i d e s e c t i o n

8 a s s i s t a n c e f o r n o mo r e t h a n 1 0 , 0 0 0 F mHA- f i n a n c e d u n i t s t h i s

y e a r . F mEA p r o b a b l y wi l l f i n a n c e mo r e t h a n 3 0 , 0 0 0 r u r a l

r e n t a l a n d f a r m l a b o r h o u s i n g u n i t s , o f wh i c h i t c a n b e

a s s u me d c o n s e r v a t i v e l y t h a t a b o u t 1 5 , 0 0 0 c o u l d b a , o c c u p i e d
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b y p: 2! : , ; ons alL Lj Lb Lu anr. 1 i n o f : 3: 2c t i on 8 o r r n r a l

r e n t s u p p l e n t a s s i s t a n c e . Th u s , f o r t h i s f i s c a l y e a r

a l o n e t h e r e wi l l b e a o f a p p r o x i a t e l y 5 , 0 0 0

d e e p l y s u b s i d i z e d F mHA n e wl y c o n s t r u c t e d u n i t s . Ap a r t f r o m

t h e s h o r t - f a l l , a n u mb e r o f r u r a l r e n t a l a n d f a r m l a b o r h o u s i n g

- p r o j e c t s wi l l n o t r e c e i v e s e c t i o n 8 a s s i s t a n c e a t a l l b e c a u s e

t h e y wi l l b e l o c a t e d i n a r e a s t h a t a l r e a d y h a v e c o n s u me d

t h e i r s h a r e o f t h e n e w c o n s t r u c t i o n s e c t i o n 8 c o n t r a c t a u t h o r -

i t y .

F i n a l l y , i t s h o u l d b e n o t e d t h a t t h e r e i s n o a g r e e me n t

b e t we e n HUD a n d US DA f o r t h e j o i n t p r o c e s s i n g o f a p p l i c a t i o n s

f o r p e r ma n e n t f i n a n c i n g a n d s e c t i o n 8 a s s i s t a n c e f o r f a r m

l a b o r h o u s i n g , f o r s u b s t a n t i a l r e h a b i l i t a t i o n o r f o r a

s e t - a s i d e f o r e x i s t i n g F mHA f i n a n c e d u n i t s . No r i s t h e r e

a n y u n d e r s t a n d i n g o f h o w t o r e s o l v e c o n f l i c t s b e t we e n t h e

t wo a g e n c i e s t h a t a r i s e f r o m t h e i r c o n t i n u i n g r e s p o n s i b i l i t i e s

f o r r e n t s , e v i c t i o n s , a d mi s s i o n p r o c e d u r e s , a n d o t h e r a s p e c t s

o f p r o j e c t s r e c e i v i n g a s s i s t a n c e f r o m t h e m.

I n c o n c l u s i o n , t h e n , u n l e s s t h e r u r a l r e n t s u p p l e me n t

p r o g r a m i s i mp l e me n t e d , u p wa r d s o f 3 5 , 0 0 0 f a mi l i e s ma y n o t

r e c e i v e a s s i s t a n c e t o wh i c h t h e y a r e e n t i t l e d . I f i t i s

i mp l e me n t e d , t h o s e s a me f a mi l i e s c o u l d s t a r t r e c e i v i n g

a s s i s t a n c e t h i s y e a r s i n c e Co n g r e s s h a s a p p r o p r i a t e d " s u c h

s u ms a s ma y b e n e c e s s a r y " t o c a r r y o u t t h e p r o g r a m.
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F a r me r s Ho me Ho u s i n g a n d Co mmu n i t y F a c i l i t y
Au t h o r i z a t i o n a n d Bu d g e t Le v e l s

Al l o f t h e r u r a l h o u s i n g p r o g r a ms a u t h o r i z e d u n d e r

Ti t l e V o f t h e 1 9 4 9 Ho u s i n g Ac t , a s a me n d e d , a r e wi t h i n

t h e j u r i s d i c t i o n o f t h i s Co mmi t t e e . Ac c o r d i n g l y , a l l

e x p i r i n g a u t h o r i z a t i o n s f o r F mHA h o u s i n g p r o g r a ms a r e

l i s t e d o n t h e f o l l o wi n g p a g e wi t h r e c o mme n d a t i o n s f o r n e w

a u t h o r i z a t i o n s . F u r t h e r mo r e , t h e Co mmi t t e e wi l l h a v e t h e

r e s p o n s i b i l i t y o f r e c o mme n d i n g F Y 7 8 b u d g e t l e v e l s f o r

h o u s i n g p r o g r a ms t o t h e Ho u s e Bu d g e t Co mmi t t e e . Wh i l e

ma n y o f t h e Ti t l e V l o a n p r o g r a ms a r e n o t s u b j e c t t o

b u d g e t r e s o l u t i o n s , we b e l i e v e t h a t i t i s i mp o r t a n t f o r

t h e Co mmi t t e e t o ma k e i t s v i e ws k n o wn .

On t h e s e c o n d p a g e f o l l o wi n g a r e t h e F Y 7 8 b u d g e t

r e c o mme n d a t i o n s a d o p t e d b y t h e Ex e c u t i v e Co mmi t t e e o f t h e

Co n g r e s s i o n a l Ru r a l Ca u c u s . Wh i l e we we r e p l e a s e d t h a t

t h e Ca r t e r b u d g e t r e s t o r e d t h e h o me r e p a i r , f a r m l a b o r

h o u s i n g , a n d wa t e r a n d s e we r g r a n t p r o g r a ms t o F Y 7 7

l e v e l s , we we r e d i s t r e s s e d t h a t a l l o f t h e o t h e r F mHA

h o u s i n g p r o g r a m c u t s r e c o mme n d e d b y t h e F o r d a d mi n i s t r a -

t i o n we r e a d o p t e d . I n l i g h t o f t h i s f a c t , we t r u s t t h a t

t h e Co n g r e s s i o n a l Ru r a l Ca u c u s r e c o mme n d a t i o n s wi l l b e

p a r t i c u l a r l y h e l p f u l .

8 6 - 0 8 5 0 - 7 7 - pt . 3 - 2 3
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( 1 ) S e c t i o n 5 0 4 Ho me Re p a i r Lo a n s a n d Gr a n t s

Ex p a n d t h e c u r r e n t $ 3 0 mi l l i o n l i mi t a t i o n f o r t h e p e r i o d

1 9 5 6 t h r o u g h 1 9 7 7 t o $ 2 0 0 mi l l i o n f o r t h e p e r i o d 1 9 5 6 t h r o u g h

1 9 8 0 . On l y $ 2 6 mi l l i o n i n a u t h o r i t y c u r r e n t l y h a s n o t b e e n

o b l i g a t e d .

( 2 ) S e c t i o n 5 1 6 Fa r m La b o r Ho u s i n g Gr a n t s

Ex p a n d t h e c u r r e n t $ 8 0 mi l l i o n l i mi t a t i o n f o r t h e p e r i o d

t h r o u g h 1 9 7 7 t o $ 2 3 0 mi l l i o n f o r t h e p e r i o d t h r o u g h 1 9 8 0 . On l y

$ 2 7 . 5 mi l l i o n i n a u t h o r i t y h a s n o t b e e n o b l i g a t e d .

( 3 ) S e c t i o n 5 0 6 Ru r a l Ho u s i n g Re s e a r c h Gr a n t s

Ex p a n d t h e y e a r l y a u t h o r i z a t i o n o f $ 1 mi l l i o n t o $ 1 0

mi l l i o n t h r o u g h 1 9 8 0 . No mo n e y h a s e v e r b e e n a p p r o p r i a t e d f o r

r u r a l h o u s i n g r e s e a r c h g r a n t s .

( 4 ) S e c t i o n 5 1 4 Fa r m La b o r Ho u s i n g Lo a n s

Ex p a n d t h e y e a r l y a u t h o r i z a t i o n o f $ 2 5 mi l l i o n t o

$ 5 0 mi l l i o n .

( 3 ) S e c t i o n 5 1 5 Ru r a l Re n t a l Ho u s i n g

Ex t e n d t h e u n l i mi t e d a u t h o r i z a t i o n t h r o u g h 1 9 8 0 .

( 6 ) S e c t i o n 5 2 3 S e l f Ke l p Te c h n i c a l As s i s t a n c e Gr a n t s

Ex p a n d t h e y e a r l y a u t h o r i z a t i o n f r o m $ 1 0 mi l l i o n t o

$ 2 0 mi l l i o n. t h r o u g h 1 9 8 0 .

( 7 ) S e c t i o n 5 2 3 Se l f He l p Si t e Lo a n s

Ex p a n d t h e y e a r l y a u t h o r i z a t i o n f r o m $ 2 mi l l i o n t o

$ 5 mi l l i o n t h r o u g h 1 9 8 0 .

( 8 ) S e c t i o n 5 2 5 Te c h n i c a l As s i s t a n c e Gr a n t s a n d Se e d Mo n e y Lo a n s

Ex p a n d t h e y e a r l y a u t h o r i z a t i o n f r o m $ 5 mi l l i o n t o $ 1 0

mi l l i o n t h r o u g h 1 9 8 0 f o r e a c h o f t h e t wo p r o g r a ms . Th e $ 5 mi l l i o n

a u t h o r i z e d i n F Y 7 6 a n d FY 7 7 f o r e a c h p r o g r a m a l s o r e ma i n s a v a i l -

a b l e b e c a u s e t h e r e h a s b e e n n o a p p r o p r i a t i o n .
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Co mp a r i s o n o f Fa r me r s : I ome Ad mi n i s t r a t i o n
Ho u s i n g a n d Co mmu n i t y F a c i l i t y Bu d g e t s

( Mi l l i o n s o f Do l l a r s )

Hous i r l g ( 5 0 2 )

Ho u s i n g ( 5 0 2 )

FY 7 6
Ac t u a l T. Q.

FY 7 7
Es t .

FY 7 8
Es t .

( Ca r t e r )

FY 7 9
Re c o m-
ma n d a -
t i o n s

( CRC)

1 . 3 5 5 . 8

9 3 0 . 8

3 5 6 . 6

2 5 6 . 8

_ , 5 0 . 0

1 , 3 8 7 . 0

1 , 4 8 1 . 0

9 0 1 . 0

3 , 0 0 0 . 0

2 , 0 0 0 . 0

C. Y. o d e r a t e - I n c o me
Gu a r a n t e e d Lo a n s ( 5 0 2 ) - 0 - - 0 - 5 0 0 . 0 7 0 0 . 0 5 0 0 . 0

D. Su b s i d i z e d a n d
Un s u b s i d i z e d Ru r a l Re n t a l
Lo a n s ( 5 1 5 ) 2 3 1 . 2 2 6 8 . 8 5 4 5 . 0 6 0 0 . 0 1 , 0 0 0 . 0

E. Fa r m La b o r Ho u s i n g
Lo a n s ( 5 1 4 ) 0 . 6 9 . 5 1 0 . 0 1 0 . 0 2 5 . 0

F. F a r m La b o r Ho u s i n g
Gr a n t s ( 5 1 6 ) - 0 - 1 0 . 7 7 . 5 7 . 5 2 5 . 0

G. Ve r y - Lo w- I n c o me Re p a i r
Lo a n s ( 5 0 4 ) 5 . 9 2 . 4 1 5 . 0 1 5 . 0 2 0 . 0

H. Ve r y - Lo w- I n c o me Re p a i r
Gr a n t s ( 5 0 4 ) - 0 - - 0 - 5 . 0 5 . 0 2 0 . 0

I . Se l f - He l p Si t e
Lo a n s ( 5 2 3 ) - 0 - 0 . 6 0 . 9 - 0 - 1 . 2

J . Mu t u a l Se l f - He l p T/ A
Gr a n t s ( 5 2 3 ) 0 . 6 5 . 5 1 5 . 4 - 0 - 1 0 . 0

K. Ru r a l Ho u s i n g Si t e
Lo a n s ( 5 2 4 ) 0 . 6 - 0 - 3 . 0 3 . 0 5 . 0

L. Mo b i l e Ho me P a r k Lo a n s - o- - o - 1 . 0 1 . 0 - 0 -

M. Ru r a l Ho u s i n g Re s e a r c h
Gr a n t s ( 5 0 6 ) - 0 - - 0 - - 0 - - 0 - 1 0 . 0 *

N. Ru r a l Re n t a l
As s i s t a n c e ( 5 2 1 ) ( a ) ( 2 ) - 0 - - 0 - - 0 - - 0 - 1 5 . 0 * *

0 Te c h n i c a l As s i s t a n c e
Gr a n t s [ 5 2 5 ( a ) ] - 0 - - 0 - - 0 - - 0 - 5 . 0

P. Te c h n i c a l As s i s t a n c e
Lo a n s [ 5 2 5 ( b ) ] - 0 - - 0 - - 0 - - 0 - 3 . 0

Q. Wa t e r a n d Wa s t e Di s p o s a l
Gr a n t s [ 3 0 6 ( a ) ( 2 ) 6 ( 6 ) ] 1 4 6 . 9 7 6 . 9 2 6 6 . 7

2 0 0 . 0
3 0 0 . 0

R. Wa t e r a n d Wa s t e Di s p o s a l
Lo a n s 4 4 2 . 6 1 4 4 . 9 6 0 0 . 0 6 0 0 . 0 3 , 0 0 0 . 0

S. S a l a r i e s a n d Ex p e n s e s 1 4 8 . 9 4 4 . 8 1 7 9 . 7 1 8 5 . 6 2 2 5 . 0

* Ne e d s i n c r e a s e i n a n n u a l a u t h o r i z a t i o n f r o m $ 1 mi l l i o n t o $ 1 0 mi l l i o n .

* * S u c h a mo u n t s a s ma y b e n e c e s s a r y , b u t n o l e s s t h a n $ 1 5 mi l l i o n .
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Mr . Au Co m. Tha nk you.
Mr . Cochr an?

STATEMENT OF CLAY L. COCHRAN, EXECUTI VE DI RECTOR, RURAL
HOUSI NG ALLI ANCE

Mr . COCHRAN. Tha nk you, Mr . Chai r man.
I can s um t hi s up i n about 3 mi nut es. Our st at ement on communi t y

devel opment was pr esent ed l ast week by Har r i et Bar l ow, so I won' t go
i nt o t hat at all .

I woul d hope t hat t he member s of t he subcommi t t ee woul d t ake a
l ook at an art i cl e i n t he " Was hi ngt on Pos t " t hi s mor ni ng by Br ant
Ayr es of Ander s on, Al a. , i n whi ch he i s pi ct ur i ng one of t he Chi cago
s l ums and a dyi ng ci t y i n Al abama, because t hat i s wher e we have been
f or about 11 years, t r yi ng t o convi nce peopl e t hat t he r ur al areas and
smal l t owns can' t be a vast poor house and t he ci t i es l ook l i ke t he
Ta j Mahal , t hat we have t o wor k on bot h of t hese at t he s ame t i me.

My st at ement i s bri ef. Fi r st , we mus t do somet hi ng about t he home-
owner shi p subsi dy unl ess we j ust want t o deny poor peopl e access t o
homes , and t he provi si on i n t he bi l l i s t he best we coul d come up wi t h.

Second, i t i s out r ageous t hat t he Feder al agenci es, and part i cul arl y
Far mer s Home , wher e our mai n i nt erest l ies, ar e not i nsi st i ng on en-
er gy conser vi ng const ruct i on. I n t he f ace of t he f act t hat t hey have
ma ny t housands of forecl osed homes i n ma ny St at es t hat have been
l ost pr i mar i l y because of hi gh heat i ng bi lls, t hey go on al l owi ng con-
t ract ors t o bui l d houses t hat ar e so expensi ve t o heat and so const ruct ed
t hat t hey mus t be heat ed by a cent ral syst em, t hat peopl e cannot afford
t o l i ve i n t hem. Somet hi ng mus t be done.

I want t o c omme nd t he Congr ess and ur ge t hem t o r enew t hei r
effort s i n publ i c housi ng, because, i n my mi nd, t he f oundat i on of a
hous i ng pr ogr am f or l ow- i ncome peopl e begi ns wi t h t he publ i c hous-
i ng pr ogr am. Wh e n i t was gut t ed i n t he l ast 8 years, i t was j ust as
t hough t he f oundat i on had been pul l ed out . We get al l of t hese un-
sat i sfact ory subst i t ut es f r om sect i on 8 up and down. The basi c hous-
i ng pr ogr am f or poor peopl e i s a publ i c housi ng pr ogr am, and t hen
we move out t o t ake car e of peopl e whos e needs can be met s ome ot her
way.

Mr . Cavanaugh, I under st and s ome gr oups ar e pushi ng a quar t er- of-
a-mi l l i on uni t s, whi ch ups you by 150, 000.

Mr . CAVANAUGH. We wi l l set t le. [ Laught er . ]
Mr . COCHRAN. Anot her poi nt whi ch i s not befor e you but whi ch I

ur ge you and your col l eagues t o keep i n mi nd, and t hat i s t hat unl ess
we can f und t he Far mer s Ho me Admi ni st r at i on adequat el y, we ar e
al most at t he end of t he r oad on what t hat agency can do. A l ot of t he
difficul ties hous i ng peopl e ar e r unni ng i nt o i s t he resul t of t he i m-
pover i shment of t hat agency.

The l ast poi nt is rehabi l i t at i on. I don' t bel i eve i n my l i fet i me, and
maybe your s, t hat we ar e goi ng t o t ake care of t he needs of a l ot of
l ow- i ncome, smal l - t own and r ur al peopl e unl ess we can real l y go f or
a creat i ve rehabi l i t at i on pr ogr am. I t i s not onl y t hat we ar e not goi ng
t o put t he money up t o bui l d ever ybody a r anch-style, 1, 000 squar e
foot , cent ral l y heat ed house; t hey can' t afford t hem anyway. The pri ce
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of l and i s an enor mous cost t hat a l ot of peopl e out t her e woul d not
have t o f ace i f t hey coul d rehabi l i t at e t hei r exi st i ng home .

But beyond t hat , t her e i s a st ruct ur e i n a l ot of t hose l i t t le communi -
t ies. The peopl e ar e i nt er dependent . The y ar e dependent on each ot her .
One has a wel f ar e check; anot her has an ol d car . I f you dr ag one of
t hese f ami l i es off t o l i ve unhappi l y wi t hout t hei r mi l k c ow i n a publ i c
housi ng proj ect , ei t her t he gas i s gone or t he car i s gone; so t hat , so-
ci al l y and cul t ural l y, t her e i s a gr eat deal t o be sai d f or goi ng i nt o a
l ot of t hose smal l t owns and r ur al communi t i es and doi ng a decent
rehabi l i t at i on j ob, whi ch ma y i nvol ve wat er and s ewage, as wel l as
j ust pat chi ng t he fl oors and t he roof .

We have had demonst r at i ons of t hat , t oo, not abl y Pa t Gi sh' s proj ect
i n Kent ucky. I t can be done. But as a Feder al Gover nment , we ar e
doi ng real l y not hi ng about it. I ur ge your at t ent i on t o anyt hi ng l i ke
gr ant s f or t he Fa r mer s Ho me 504 pr ogr am f or ot her t han t he el derl y.
Tha t wi l l hel p.

I appr eci at e t he oppor t uni t y t o be her e t hi s mor ni ng, and t hank you.
[ The pr epar ed st at ement of Mr . Cochr an, on behal f of t he Rur al

Hous i ng Al l i ance, f ol l ows: ]
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STATEMENT OF
CLAY L. COCHRAN

EXECUTIVE DIRECTOR
RURAL HOUSING ALLIANCE

BEFORE
SUBCOMMITTEE ON HOUSING

OF THE
COMMITTEE ON BANKI NG, FINANCE AND URBAN AFFAIRS

UNITED STATES HOUSE OF REPRESENTATIVES
MARCH 8, 1977

MR. CHAIRMAN AND MEMBERS OF THE SUBCOMMI TTEE, I WISH

TO THANK YOU FOR INVITING THE RURAL HOUSING ALLIANCE TO

PRESENT TESTIMONY ON PROPOSED NEW AUTHORIZATIONS FOR HOUSING

AND COMMUNITY DEVELOPMENT PROGRAMS, THESE NEW AUTHORIZATIONS,

ALONG WITH SOME NEW INITIATIVES, WILL, WE TRUST, ENABLE US TO

CONTINUE TO WORK TOWARD THE ELIMINATION OF INADEQUATE HOUSING

FOR RURAL AND SMALL TOWN CI TIZENS,

THE NATIONAL RURAL HOUSING COALITION HAS ALREADY

TESTIFIED ABOUT A SERIES OF AMENDMENTS TO THE PRESENT TITLE 5

RURAL HOUSING LAW, AND I DO NOT WISH TO SIMPLY REPEAT THAT

TESTI MONY, WE DO SUPPORT THOSE MEASURES AND URGE THEIR PASSAGE,

BUT I WANT TO EMPHASIZE TWO SPECIFIC PARTS OF THAT PROPOSAL.
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INCREASE HOMEOWNERSHIP SUBSIDY

FIRST, IS THE HOMEOWNERSHI P SUBSIDY FOR LOW AND MODERATE

INCOME PERSONS, IT IS CRITICAL TO A RURAL HOUSING PROGRAM, AND

I URGE YOU TO APPROVE THAT PROVISION IF YOU ACCEPT NOTHING ELSE

IN THE PACKAGE. IT NEED COST NO MORE THAN THE SO-CALLED

"SECTI ON 8" RENTAL PROGRAM, AND IT WILL WORK IN RURAL AREAS WHERE

RENTAL UNITS ARE EITHER IMPRACTICAL OR IMPOSSIBLE BECAUSE OF

SCATTERED LOCATIONS AND THE CONSEQUENT HIGH COST OF MANAGEMENT.

IT IS NOT DISRUPTIVE OF THE LOCAL TAX BASE, AND WILL INFACT,

ENHANCE IT. AND IT WILL WORK, RURAL PEOPLE HAVE A STRONG

PREFERENCE FOR OWNERSHIP,

THIS DIFFERENT KIND OF HOMEOWNERSHIP SUBSI DY WILL PERMIT THE

FARMERS HOME ADMINISTRATION TO PROVIDE THE KIND OF ADDITIONAL

ASSISTANCE TO LARGE, LOW-INCOME FAMILIES THAT IS IMPOSSIBLE TO

ACHIEVE UNDER PRESENT LAW, VIRTUALLY NO FAMILY WITH AN ADJUSTED

INCOME UNDER $5, 200 CAN NOW MANAGE, EVEN WITH INTEREST CREDITS,

TO BUY A HOME, AND RENTAL UNITS FOR LARGE FAMILIES ARE ALMOST

NON-EXISTANT, THE MINIMUM LEVEL OF INCOME REQUIRED FOR HOMEOWNERSHI P

IS RISING STEADILY AS THE COST OF LAND AND HOUSING RISES. HOUSING

COSTS ARE RISING FASTER-THAN THE INCOME OF RURAL RESIDENTS.

OF THE FOUR ELEMENTS WHICH GO TOWARD INCREASING THE COST OF

HOUSING-- LAND, LABOR, MATERIALS AND THE COST OF MONEY--THE PRESENT

LAW REALLY ASSISTS FAMILIES ON BUT ONE, A COST OF MONEY THROUGH

THE INTEREST CREDIT PROGRAM, THIS PROPOSAL WOULD PROVIDE ASSISTANCE

TO LOW INCOME FAMILIES IN ALL FOUR AREAS,
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ENERGY CONSERVING HOUSING

A SECOND PROVISION IN OUR PROPOSAL WHICH I CONSIDER OF

PARAMOUNT IMPORTANCE IS THE SECTION ON ENERGY CONSERVATION.

IT BORDERS ON THE INSANE ( ONE IS TEMPTED TO SAY CRIMINALLY I NSANE)

TO CONTINUE TO BUILD HOUSES IN THIS COUNTRY AS THOUGH OIL. WERE A

DOLLAR A BARREL AND ELECTRI CITY A CENT A KILOWATT, FARMERS HOME

NOT ONLY DOES NOT REQUI RE ENERGY CONSERVING CONSTRUCTI ON, THERE

ARE STI LL INSTANCES IN WHICH THE AGENCY BALKS AT THE MARGINAL

INCREASES IN COST REQUIRED BY SUCH CONSTRUCTION. ( COSTS

RECOVERED MANY TIMES OVER DURING THE LIFE OF THE STRUCTURE, AND

OF COURSE, RESULTING IN A NATI ONAL REDUCTION IN ENERGY CONSUMPTI ON. )

HOUSES ARE STANDING VACANT IN ALABAMA, GEORGIA, VIRGI NIA, MARYLAND,

NEW YORK, PENNSYLVANIA AND PROBABLY A DOZEN OTHER STATES BECAUSE

BORROWERS HAVE WALKED AWAY FROM $200 AND $250 MONTHLY HEATING BILLS,

IMAGINE: A FAMILY WITH AN INCOME OF PREHAPS $6, 500 AND A MORTGAGE

PAYMENT OF $125 FACED WITH A UTILITY BI LL OF $250,

ONCE AGAI N, LET ME SAY THAT PASSAGE OF LEGISLATION WHICH WILL

REQUIRE ENERGY CONSERVING CONSTRUCTION FOR ALL FEDERALLY ASSISTED

CONSTRUCTION IS VITALLY IMPORTANT, NOT ONLY TO THE BORROWERS WHO

WILL SAVE THE SLIGHT ADDED COST MANY TIMES OVER, BUT TO THE

NATION AS A WHOLE,

MAINTAIN AND EXPAND PUBLIC HOUSING

WITH ONE NOTABLE EXCEPTI ON, HUD PROGRAMS HAVE NOT HAD MUCH
IMPACT ON RURAL AREAS, BUT THAT EXCEPTION IS OF THE UTMOST

IMPORTANCE. THE CONGRESS AND THIS COMMITTEE IS TO BE COMMENDED
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FOR THEIR INSISTENCE THAT THE TRADITIONAL PUBLIC HOUSING PROGRAM

AGAIN BE FUNDED AND MADE AVAILABLE TO THE COMMUNITIES WHO DESIRE

IT, MANY PEOPLE, EVEN STAUNCH SUPPORTERS OF PUBLIC HOUSING

SOMETIMES FORGET THAT FOR EVERY PRUIT/ IGOE OR TAYLOR HOMES,

THERE ARE SCORES OF GOOD, SOUND, PLEASANT PUBLIC HOUSING PROJECTS

ALL OVER THE COUNTRY, IN THE THREE YEARS PRECEEDING THE MORATORIUM

IMPOSED IN JANUARY 1974, NEARLY 40% OF ALL NEW PUBLIC HOUSING UNITS

WERE BUILT IN NON-METROPOLITIAN AREAS, THE RESULT WAS THE

CONSTRUCTION OF SOME OF THE MOST ATTRACTIVE HOUSING TO BE SEEN

ANYWHERE, SMALL PROJECTS SCATTERED SITES, LOWER BUILDING AND

MAINTANCE COSTS, AND MOST IMPORTANTLY, ACCEPTANCE AS DESIRABLE

ADDITONS TO THE COMMUNITIES IN WHICH THEY ARE LOCATED, WE URGE

NOT ONLY THE CONTINUATION, BUT THE EXPANSION OF THE PUBLIC

HOUSING PROGRAM.

GORE IS REQUIRED

LET ME ALSO MAKE IT VERY CLEAR THAT EVEN AFTER YOU HAVE

PASSED THE PACKAGE OF CHANGES WE ARE RECOMMENDING HERE TODAY, WE

WILL STILL HAVE A LONG WAY TO GO IN MEETING THE HOUSING NEEDS OF

THE SMALL TOWN AND RURAL POOR, THESE CHANGES ARE REALLY IN THE

NATURE OF IMPROVING THE SYSTEM AND CANNOT BY THEMSELVES SOLVE

THE PROBLEM; THAT WILL REQUIRE ADDITIONAL MEASURES WHICH WE

BELIEVE THE CONGRESS AND THE NEW ADMINISTRATION WILL ULTIMATELY

ENACT, BUT PROBABLY NOT IN THIS FIRST SESSION OF THE 95TH CONGRESS,

HOPE YOU WILL PERMIT THE RURAL HOUSING ALLIANCE TO DEVELOP OUR

PROPOSALS IN THE GREATER DETAIL AT SOME LATER DATE, BUT FOR THE

MOMENT LET ME SUGGEST THAT THERE ARE THREE MEASURES WHICH MUST BE
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UNDERTAKEN BEFORE THE MISERY OF RURAL HOUSING CAN BE SIGNI FICANTLY

REDUCED, ONE I HAVE DISCUSSED EARLIER--A MORE REALISTIC SUBSIDY

FOR RURAL HOMEOWNERSHIP, A SECOND IS THE ADEQUATE FUNDING OF THE

FARMERS HOME ADMINISTRATION SO THAT IT CAN HIRE THE STAFF IT

REQUIRES TO DO THE JOBS YOU HAVE ASSIGNED, THE THIRD IS THE

ESTABLISHMENT OF A NETWORK OF HOUSING AGENCIES, LOCALLY CONTROLLED

BY THOSE WHO NEED HOUSING, WITH ACCESS TO FUNDING FROM THE FEDERAL

GOVERNMENT, LET ME TALK FIRST ABOUT THIS NEW HOUSING NETWORK, AND

THEN RETURN TO FARMERS HOME,

EMERGENCY RURAL HOUSE ACT

IN 1973 ABOUT 50 MEMBERS OF BOTH HOUSE AND SENATE SPONSORED

A BI LL ENTITLED THE EMERGENCY RURAL HOUSING ACT, THI S BILL

PROPOSED AN EMERGENCY RURAL HOUSING ADMINISTRATION WHICH WOULD IN

TURN CREATE THE LOCALLY CONTROLLED RURAL HOUSING DELIVERY SYSTEM

ROUGHLY I SUGGESTED, THE BI LL WAS NOT PASSED, THAT PLAN, OR

SOMETHING ROUGHLY COMPARABLE, MUST BE IMPLEMENTED IF WE ARE TO

ADDRESS IN ANY MEANINGFUL WAY THE RURAL HOUSING NEEDS OF THIS

COUNTRY, FARMERS HOME ADMINISTRATION HAS AN IMPORTANT ROLE, A

MAJOR ROLE, BUT IT CANNOT DO IT ALL.

FUNDS FOR ADMINISTERING FmHA

THE THIRD MEASURE CONGRESS MUST ADDRESS IS ADEQUATE FUNDING

FOR THE FARMERS HOME ADMINISTRATION, I ' M OF COURSE AWARE THAT

I AM NOT NOW BEFORE THE APPROPRIATI ONS COMMI TTEE, BUT I IMPLORE

YOU AS MEMBERS OF CONGRESS TO GIVE FARMERS HOME THE STAFF TO
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MEET THEIR RESPONSIBILITES, LAST YEAR FmHA HAD ROUcHLY $159

MILLION TO ADMINISTER ITS WHOLE RANGE OF PROGRAMS, THE

CONGRESSIONAL RURAL CAUCAS HAS RECOMMENDED AN INCREASE TO

$225 MILLION WHICH WOULD ENABLE THE AGENCY TO INCREASE ITS STAFF

ABOUT 25%--To 9, 000, UNLESS THAT INCREASE CAN BE MADE IN

ADMINISTRATIVE FUNDS, 1 URGE THAT NO INCREASE BE MADE IN OTHER

FUNDS OR PROGRAMS. THEY SIMPLY CANNOT HANDLE IT.

I AM MORE CONCERNED ABOUT THE POTENTIAL DESTRUCTION OF

THAT AGENCY THROUGH POOR MANAGEMENT ( IN THE LAST 8 YEARS) AND

INADEQUATE ADMINISTRATIVE FUNDS THAN ANY OTHER THI NG,

FmHA TRACES ITS ORIGI NS TO THE EARLIEST NEW DEAL DAYS

WHEN FRANKLIN ROOSEVELT WAS ATTEMPTING TO DO SOMETHING FOR

MILLIONS OF DESTITUTE, RAGGED, DEMORALI ZED RURAL PEOPLE

RANGING FROM THE ( NORMALLY) STURDY WORKING FAMILY FARMERS TO

THE ENSLAVED SOUTHERN SHARECROPPERS, THE EXPLOITED MIGRANT AND

OTHER HIRED FARMWORKERS,

SINCE THEN, FmHA UNDER ITS VARI OUS AGENCY TI TLES HAS LED

A HAZARDOUS LIFE, CAUGHT BETWEEN THE URBAN BI AS OF OUR SOCI ETY

AND THAT MAZE OF BUDGET BALANCERS AND DEVOTEES OF THE SO- CALLED

PRIVATE MARKET, TO SAY NOTHING OF THOSE WHOSE CHRISTIAN-JUDEO

COMPASSION FALLS SHORT OF THOSE WHOM THEY ASSERT ARE ABOUT TO

"EAT UP THE SEED CORN", LOW-INCOME PEOPLE OF WHATEVER COLOR,

FmNA IS A VITAL AND UNIQUE AGENCY--THE CLOSEST WE HAVE

EVER COME TO A RURAL PEOPLES' CREDIT AGENCY, IT HAS UNIQUE

CHARACTERISTICS INCLUDING: ( 1) THE AUTHORITY TO BORROW MONEY

IN THE NATIONAL MONEY MARKETS AND LEND IT LOCALLY AT VARYING

INTEREST RATES, ON FAVORABLE CREDIT TERMS AND ( 2) OUTREACH
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THROUGH ITS 1, 775 LOCAL OFFI CES, PLACING IT WITHIN REASONABLE

DI STANCE OF MANY OF THE PEOPLE IT SERVES AND ( 3) A HISTORY

OF GIVING TECHNICAL ASSISTANCE TO ITS FARM BORROWERS, GIVING

THEM THE EXPERTISE THE EXTENSION SERVICE PROVIDES FOR THE

MORE AFFLUNT FARM COMMUNITY, AND COUNSELLING AND REPRESENTING

ITS HOUSING BORROWERS IN DEALING WITH CONTRACTORS AND REALTORS,

IN RECENT YEARS, THE WILLINGNESS OF THE CONGRESS TO

ORIGINATE AND ASSIGN NEW PROGRAMS AND EXPAND OLD PROGRAMS HAS

RUN FAR BEYOND ITS WI LLINGNESS TO PROVI DE ADEQUATE FUNDING FOR

ADMINISTRATION, UNFORTUNATELY, THE CONGRESS DID NOT HAVE THE

AUTHORITY TO PROVIDE LEADERSHIP FOR THAT AGENCY OR DIRECT ITS

ACTIVITIES.

CONSEQUENTLY, THE AGENCY, HAS BEEN STARVED FOR FUNDS AND

THERE HAS BEEN NOTHING APPROACHING CREATIVE ADMINISTRATION-- THE

PROBLEMS INTERTWINE,

AS A RESULT FARMERS ARE FRUSTRATED WITH THE AGENCY, MEMBERS

OF THE CONGRESS ARE FRUSTRATED WITH THE AGENCY, HOUSING PEOPLE

ARE RESTLESS AND CRI TICAL, - - IN A WORK, MANY PEOPLE ARE FRUSTRATED

WITH THE AGENCY,

THIS HAS CONTRIBUTED-TO A RISING DEMAND THAT THE AGENCY

BE DRAWN AND QUARTERED, INSTEAD OF CONTRIBUTING TO THE DISMANTLING

OF THIS VERY USEFUL AGENCY, I URGE YOU TO INSIST ON THIS INCREASE

IN RESOURCES AND THEN ENCOURAGE THE PRESI DENT AND SECRETARY

BERGLAND TO REORGANIZE THE AGENCY STRUCTURALLY ( I NTERNALLY) TO

PROVIDE BETTER SERVICE, ONLY AFTER THESE THI NGS HAVE BEEN DONE

SHOULD CONSIDERATION BE GIVEN TO DESTROYI NG ITS INTERGRITY.
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FINALLY, LET ME SAY SOMETHING ABOUT REORGANIZATION, AND

WHILE I HAVE FmHA IN MIND, IT WOULD SEEM TO ME TO BE APPROPRIATE

ELSEWHERE. WE MUST NOT LOSE SIGHT OF THE BASIC GOAL OF AN

AGENCY, THE BASIC PURPOSE FOR WHICH IT WAS CREATED, CHANGE IS

NOT NECESSARILY PROGRESS; BIGGER IS NOT NECESSARILY BETTER;

CONSOLIDATION IS NOT NECESSARILY CHEAPER. THE FARMERS HOME

ADMINISTRATION IS A RURAL CREDIT AGENCY, WHICH IN ADDITON TO

HOUSING HANDLES A VARIETY OF OTHER RURAL CREDIT PROGRAMS. I

URGE THE CONGRESS TO KEEP IN MIND THE FACT THAT IT IS, AND SHOULD

BE, A SINGLE AGENCY WITH A SINGLE PURPOSE- RURAL CREDIT FOR

RURAL RESIDENTS, I HAVE YET TO HEAR ANY PROPOSAL THAT OTHER

CREDIT INSTITUTIONS BE SPLIT UP OR CONSOLIDATED ON THE BASIS OF

THE LOAN PORTFOLIA.

LET ME SUMMARIZE BRIEFLY, IF WE ARE TO PROVIDE ADEQUATE

HOUSING FOR RURAL CITIZENS OF THIS COUNTRY THERE ARE THREE

MAJOR STEPS CONGRESS MUST TAKE:

1. THE EXISTING FARMERS HOME ADMINISTRATION DELIVERY

SYSTEM MUST BE ADEQUATELY FUNDED AND STAFFED,

2. THERE MUST BE A MORE COMPREHENSIVE SUBSIDY SYSTEM

MADE AVAILABLE FOR RURAL HOMEOWNERSHIP, AND

3, THERE MUST BE AN ADDITIONAL RURAL HOUSING DELIVERY

SYSTEM CREATED TO REACH THOSE WHO CANNOT BE REACHED

BY THE PRESENT FmHA, EVEN WHEN ADEQUATELY STAFFED.
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Mr . Au Co m. Yo u ar e qui t e wel come. We appreci at e your t est i mony.
Ms . Dol bear e, wel come.

STATEMENT OF CUSHI NG N. DOLBEARE, EXECUTI VE SECRETARY,
NATI ONAL RURAL HOUSI NG COALI TI ON

MS. DOLBEARE. Tha nk you, Mr . Chai r man.
I wi l l t ry t o s ummar i ze my t est i mony and omi t par t s t hat have been

cover ed by ei t her Cl ay Cochr an or Gor don Cavanaugh.
I t begi ns wi t h a f ew stat i st i cs t hat not e t hat , even t hough r ur al

peopl e ar e 27 per cent of t he popul at i on—and t hi s i s t he t i ght defini -
t i on of " r ur al " as used i n t he census; t hat is, peopl e l i vi ng i n com-
muni t i es of l ess t han 2, 500 or t he open count r y—t hey have a di spr opor -
t i onat e number of key housi ng pr obl ems: l ack of pl umbi ng faci l i t ies,
whi ch i s rat her obvi ous; l ack of ki t chens; over cr owdi ng; l ack of i n-
sul at i on. Rur al housi ng pr obl ems real l y ar e cri t i cal and need t o be
addr essed. I a m sur e you know t hat .

Mos t of my t est i mony i s devot ed t o an expl anat i on of a bil l whi ch
we woul d pr opose and hope woul d be i nt r oduced and consi dered by t he
subcommi t t ee. I woul d l i ke t o ask per mi ssi on, i f I ma y, t hat t he t ext of
t hi s pr oposed bi ll , whi ch has been gi ven t o t he staff, be i ncl uded i n t he
recor d al ong wi t h my st at ement .

Mr . Au Co w. So or der ed.
Ms . DOLBEARE. I mi ght j ust ment i on t hat t he pur pose of our bil l i s

not t o pr ovi de an adequat e r ur al hous i ng pr ogr am. I wi sh t hat i t wer e.
I wi sh t hat we coul d come up wi t h, and Congr ess coul d consi der , a
r ur al housi ng pr ogr am t hat woul d pr ovi de ever y r ur al f ami l y, or
ever y nonmet r opol i t an f ami l y, wi t h a decent home wi t hi n a 5- or 10-
year per i od. Our bi l l does not do t hat .

Our bi l l has a muc h mor e modes t obj ect i ve, whi ch i s j us t t o s pr uce
u p a number of Far mer s Ho me pr ogr ams , t o ma ke a number of t hem
compar abl e wi t h HUD pr ogr ams and t o t ake a coupl e of addi t i onal
st eps, mos t not abl y t he deep subsi dy and ener gy conser vat i on measur es
whi ch have been refer red t o al r eady.

Sect i on 1 of our bi l l deal s wi t h housi ng f or t he handi capped and.
woul d make i t cl ear t hat Far mer s Ho me coul d pr ovi de housi ng f or t he
handi capped under i t s pr ogr ams , j ust as HUD does under i t s pr o-
gr ams .

Sect i on 2 not es t hat Far mer s Ho me i s t he onl y maj or home mor t gage
l ender i n t he Uni t ed St at es whi ch does not pr ovi de an escr ow servi ce
f or bor r ower s. They have not pr ovi ded one. Thi s provi si on, i n effect ,
woul d mandat e Far mer s Ho me t o pr ovi de a vol unt ar y pr ogr am.

• I t get s a little compl i cat ed. We ar e not mandat i ng t hat ever ybody
have t hi s account est abl i shed. But we ar e mandat i ng t hat Far mer s
Ho me make i t possi bl e f or bor r ower s who wi sh t o do so t o put i n escr ow
t hei r money f or t axes and i nsurance. One maj or r eason f or t he i n-
crease i n del i nquenci es i s t hi s bur den of an annual i nsur ance or t ax
payment whi ch fal l s on a f ami l y of l i mi t ed r esources t hat i s not abl e,
real l y, t o put t hat money a wa y and save i t f or when i t is due.

Sect i on 3 woul d gi ve Far mer s Ho me i ts own r ur al housi ng research
pr ogr am. For a number of year s i t has been aut hor i zed t o have a $1
mi l l i on pr ogr am. Thos e money A have nevee been appr opr i at ed, nor

•
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request ed by Far mer s Home . At pr esent Far mer s Ho me has t he
• aut hor i t y t o oper at e 33 separat e housi ng and r ur al devel opment pr o-
gr ams . i t has no capaci t y t o devel op i t s own dat a on what r ur al hous-
i ng needs are, how t hose pr ogr ams funct i on, how t hey mi ght be
i mpr oved.

Thi s amendment woul d do a number of t hi ngs. I t woul d creat e an
i n-house research capaci t y at t he Far mer s Ho me Admi ni st r at i on and
di rect i t t o f ocus part i cul ar l y on t he needs of speci al gr oups , such as
r ur al el derl y, r ur al handi capped, f ar m wor ker s; and t o l ook at r ur al
gr owt h pat t erns and sevi ces. I t woul d cl ari fy t he present provi si on
and ma ke i t cl ear t hat t he Far mer s Ho me research mandat e i s f or r ur al
housi ng general l y, not j ust f or f ar m housi ng. I t woul d i ncrease t he
aut hor i zat i on f r om $1 mi l l i on annual l y t o $10 mi l l i on, whi ch woul d
be r oughl y one-fi fth t o one-si xt h of HUD' s budget , and i t woul d requi re
t he Secr et ar y t o st udy t he pr obl ems of mi gr ant f a r m l aborers.

Sect i on 4 of t he bi l l agai n woul d pr ovi de wi t hi n t he Far mer s Ho me
Admi ni st r at i on a pr ogr am whi ch i s compar abl e t o a pr ogr am whi ch
HU D now : has has and has agoni zed over a little bi t , I guess. Tha t i s a
pr ogr am t o pr ovi de owner s wi t h compensat i on or a r emedy wher e t hey
l i ve i n houses wi t h st ruct ural defect s.

Now, I t hi nk t her e i s one essent i al di fference t hat ought t o be recog-
ni zed bet ween t he HU D and t he Far mer s Ho me pr ogr ams , and t hat i s
t hat Far mer s Ho me bot h by l aw and by t radi t i on i s mandat ed not j ust
t o pr ovi de f i nanci ng but al so t o counsel t he pur chaser and t o i nspect
t he hous i ng and t o ma ke sur e t hat i t meet s a mi ni mum st andar d. So, i n
our vi ew, i t i s f ar mor e appr opr i at e f or t he Far mer s Ho me l egi sl at i on
t o have t hi s ki nd of aut hor i t y so t hat tlre pur chaser has a r emedy f or
st ruct ural defect s, whi ch real l y i s t he responsi bi l i t y oi. t he Far mer s
Ho me Admi ni st r at i on i n t he first pl ace.

The pr oposed amendment woul d pr ovi de compensat i on f or defect s
f or 4 years af t er t he pur chase of a ne w home or f or 2 year s af t er t he
pur chase of an exi st i ng home. Ther e i s al so a gr andf at her cl ause whi ch
gi ves present homeowner s 18 mont hs t o appl y f or assi st ance i f t hey
pur chased t hei r homes bef or e t hat t i me. However , i n t hat cas e—t hat i s
i f t hi s i s enact ed- - dur i ng t he 18- mont h per i od, i f a pur chaser bought
t hei r house ne w mor e t han 4 year s ago or used mor e t han 2 year s ago,
t he bur den of pr oof woul d be on t hem t o j ust i fy t he fact t hat t he defect
was real l y t here whe n t hey movedi n.

The sect i on woul d al so pr ovi de t hat t he repai r be ma de i mmedi at el y.
I f i t i s l at er f ound t hat t he defect was t he faul t of t he pur chaser , an
addi t i onal obl i gat i on woul d be added ont o t he l oan, so t hat we do not
have t he pr obl em of det er mi ni ng faul t , whi ch woul d i mpede t he
i mmedi at e repai r .

Sect i on 5 i s t i t l ed "For ecl osur e Pr event i on. " I t i s a wa y of prot ect -
i ng not onl y t he r i ght s of bor r ower s, but al so maki ng sur e t hat ever y
Far mer s Ho me per son deal i ng wi t h housi ng knows what t he provi -
si ons of t he l aw are.

Ther e i s a provi si on now whi ch pr ovi des t hat , when bor r ower s ar e i n
fi nanci al difficul ty, Far mer s Ho me ma y suspend i nt erest and even pay-
ment s on pr i nci pal . Ther e ar e appar ent l y a number of Far mer s Ho me
peopl e who do not real i ze t hat t hat provi si on i s t here. Thi s pr ovi si on of
our bi l l woul d mandat e t hat befor e Far mer s Ho me pr oceeds wi t h
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del i nquency t hat t he Far mer s Ho me agent i nf or m t he pur chaser of
t he exi st ence of t hese mor at or i um provi si ons.

Sect i on 6 ver y s i mpl y woul d pr ovi de f or an appeal s pr ocedur e. For
ever y hous i ng l oan appl i cat i on t hat i s accept ed, anot her one i s rej ect ed,
and t he basi s f or rej ect i ng t hese appl i cat i ons var i es ver y wi del y.

Ther e i s now a pr ocedur e onl y f or sect i on 502. I f your appl i cat i on i s
rej ect ed you can ask t he per son who rej ect ed i t t o l ook at i t agai n. Ther e
i s al so a provi si on f or cont r act or s: i f t hey ar e goi ng t o be debar r ed and
not per mi t t ed t o bui l d f or Far mer s Ho me , t her e i s a ver y el aborat e
appeal s pr ocedur e. We t hi nk t hat consumer s ought t o have compar abl e
procedur es. Wi t hi n t he Depar t ment of Agr i cul t ur e, f or f ood s t amps ,
t her e ar e appeal s pr ocedur es.

Our bi l l woul d not est abl i sh t he f or m of t he pr ocedur e. I t woul d j ust
say t hat t her e needs t o be an appeal s pr ocedur e wi t hi n t he Far mer s
Ho me Admi ni s t r at i on wher e s omebody whos e appl i cat i on i s rej ect ed
can be gi ven an i mpar t i al r evi ew and a r i ght t o appeal .

Sect i on 7 i s ent i t l ed "Li mi t at i on on Admi ni s t r at i ve Aut hor i t y. " The
l ast admi ni st r at i on pr oposed r egul at i ons whi ch woul d pr ovi de f or t he
f i nanci ng of ne w subdi vi si ons onl y whe n t hey wer e i mmedi at el y con-
t i nguous t o an exi st i ng communi t y wi t h publ i c wat er , sewer , and ot her
servi ces al r eady i n pl ace.

Mos t ne w subdi vi si ons woul d be i n t hose l ocat i ons anyway. But t o
prohi bi t subdi vi si ons i n anot her l ocat i on means t hat t her e ar e ma ny
r ur al needs whi ch woul d go unser ved. For exampl e, i f t her e ar e no
avai l abl e si t es i n t hose l ocat i ons, or wher e zoni ng r equi r ement s pr e-
cl ude devel opment , or wher e t he communi t y does not have t he faci l i t i es
i n t he first pl ace, or , as you of t en have i n t he Sout h, wher e mi nor i t y
peopl e have been pr event ed f r om buyi ng homes wi t hi n t he t own and
t he popul at i on i s l ocat ed out si de t he t own. Ther e ar e ot her exampl es i n
my st at ement .

Sect i on 8 of our bi l l i s as i mpor t ant , I t hi nk, as sect i on 8 t o t he H U D
pr ogr ams . I t woul d cont i nue t he Far mer s Ho me aut hor i zat i ons, al l of
whi ch expi r e t hi s year and need t o be cont i nued. The sect i on 504 home
repai r l oans and gr ant s woul d be ext ended f or 3 year s at t he l evel of
$40 mi l l i on a year .

Sect i on 516 f a r m l abor hous i ng gr ant s woul d be ext ended f or 3 year s
at t he l evel of $50 mi l l i on a year .

Rur al hous i ng r esearch gr ant s woul d be aut hor i zed f or $10 mi l l i on
a year .

Sect i on 514 f a r m l abor hous i ng l oans, $50 mi l l i on a year .
Sect i on 515 rur al r ent al hous i ng does not have a l i mi t on t he

aut hor i zat i on now. We woul d pr opose a s i mpl e ext ensi on f or 3 year s,
agai n wi t hout l i mi t i ng t he aut hor i zat i on.

Sect i on 523 sel f -hel p t echni cal assi st ance gr ant s, woul d be ext ended
at t he l evel of $20 mi l l i on a year . Tha t i s doubl e t he cur r ent aut hor i za-
t i on.

The sect i on 523 sel f-hel p si te l oans woul d be ext ended at t he l evel
of $5 mi l l i on a year . Tha t i s an i ncrease of $3 mi l l i on a year .

Techni cal assi st ance gr ant s and seed mone y l oans woul d be ex-
t ended at t he l evel of $10 mi l l i on a year f or each of t he t wo pr ogr ams .
Tha t i s doubl e of t he pr esent l evel .

Sect i on 9 woul d ma ke i t cl ear t hat Fa r mer s Ho me can f i nance con-
gr egat e housi ng.
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Sect i on 10 deal s wi t h a rat her i nsi gni f i cant- soundi ng but i mpor t ant
provi si on on f ar m l abor housi ng. At t he present , Far mer s Ho me re-
qui res t hat pri ori t y be gi ven t o publ i c aut hori t i es f or f ar m l abor hous-
i ng, and wi t h t he smal l l evel of aut hor i zat i on and appr opr i at i on, t hi s
real l y means t hat onl y housi ng aut hori t i es can bui l d f a r m l abor

housing; t hat i n areas wher e t her e ar e no hous i ng aut hori t i es, or t he hous-
i ng aut hor i t y i s not i nt erest ed, or a f ar m wor ker gr oup i tself has set up
a nonprof i t corpor at i on, t hey cannot bui l d f ar m wor ker housi ng, be-
cause of i ts pri ori t y.

We woul d pr opose t hat t he l aw be amended t o say t hat t he pri ori t y
f or f undi ng appl i cat i ons be based on need and not on who t hg sponsor
is.

Sect i on 11 woul d t ransfer t o t he aut hor i zi ng l egi sl at i on t he requi re-
ment t hat 60 per cent of al l Far mer s Ho me i nsur ed l oans woul d go t o
l ow- i ncome fami l i es.

Sect i on 12 woul d requi re t he Secr et ar y t o al l ocat e f unds t o assure
ma xi mum avai l abi l i t y and use dur i ng peak const ruct i on per i ods. The
pract i ce i n t he past has been l evel mont hl y al l ocat i ons, whi ch have
creat ed al l sort s of pr obl ems.

Sect i on 13 pr oposes changes i n t he guar ant eed l oan pr ogr am whi ch
ar e desi gned essent i al l y t o be sur e t hat t he guar ant eed l oan pr ogr am
real l y f unct i ons i n addi t i on t o, r at her t han i nst ead of , t he di rect or
i nsur ed l oans. I t woul d l i mi t t he pr ogr am t o peopl e wi t h i ncomes
above t hose defi ned as moder at e. I t woul d pr ovi de t hat t he maki ng
and servi ci ng of t he guar ant eed l oans woul d be handl ed at t he St at e
or regi onal l evel r at her t han by t he count y office.

I t woul d requi re t hat t he aut hor i t y f or t he guar ant eed l oans be sepa-
rat e f r om t he i nsur ed l oan aut hor i t y. And i n t hat case t hey mi ght be
abl e t o devel op an act uar i al basi s f or f undi ng t hat , r at her t han t he
ful l amount of each guar ant eed l oan.

Sect i on 14 deal s wi t h homeowner s hi p subsi di es f or l ow- i ncome f ami -
lies. I t hi nk i t has al r eady been cover ed adequat el y, except f or one
poi nt , and t hat i s t hat t her e j ust i s no rent al hous i ng bei ng bui l t f or
l ar ge fami l i es. So an addi t i onal just i fi cat i on f or t hi s i s t o pr ovi de
housi ng f or l ow- i ncome f ami l i es—f ami l i es of f our or mor e —who j ust
cannot get rent al hous i ng under t he Far mer s Ho me pr ogr am or any
ot her pr ogr am.

Sect i on 16 i s a mi nor amendment t o sel f-hel p housi ng. At present ,
f unds ar e avai l abl e f or opt i oni ng l and, but not f or pur chasi ng l and.
We t hi nk t hat t hey shoul d be avai l abl e f or bot h. Sect i on 16 woul d
br oaden t he exi st i ng si t e l oan pr ogr am t o ma ke i t possi bl e f or non-
profi t corpor at i ons t o buy si tes. Thi s woul d ma ke possi bl e a cost savi ng
t o t he pur chaser . I t woul d r educe t he i nt erest rat e f r om 9 per cent t o
3 per cent f or nonprof i t devel opers, and woul d pr ovi de a guar ant ee
pr ogr am f or si t e pur chase f or pr of i t maki ng devel oper s wher e t hey wi l l
use t he si t e t o pr ovi de s ome l ow- or moder at e- i ncome hous i ng t o serve
l ower i ncome fami l i es.

Sect i on 18 deal s wi t h t i tle i nsur ance f or r emot e cl ai ms or encum-
brances. Thes e ar e a maj or pr obl em i n ma ny par t s of t he count r y.
Ther e i s j ust no wa y t o get cl ear t i t le under s ome ci r cumst ances i n
r ur al areas. Exampl es ar e gi ven on page 16.

I t woul d aut hor i ze t he Secr et ar y of Agr i cul t ur e or t he Far mer s
Ho me Admi ni st r at i on t o ma ke l oans anyway, even t hough pr i vat e
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t it le i nsur ance i s not avai l abl e, t o as sume t he r i s k—whi ch we t hi nk i s
r at her s l i ght —i n case, at s ome f ut ur e dat e, t he t i t le t ur ns out t o be
defect i ve.

Thi s i s done i n t he sect i on 504 pr ogr am, and we t hi nk i t shoul d be
done i n t he sect i on 502 pr ogr am as wel l .

Sect i on 19 woul d creat e t he posi t i on of an Assi st ant Secr et ar y f or
equal oppor t uni t y, and woul d r equi r e hi m or her t o af fi rmat i vel y en-
for ce t he provi si ons i n t he Far mer s Ho me housi ng pr ogr ams .

Thei r pr esent r ecor d i s i nexcusabl e i n our vi ew. Mi nor i t i es have
bor ne t he ful l br unt of t he decl i ne f r om 1971 t o 1975. The y ar e affect ed
di spropor t i onat el y because of t hei r l ow- i ncome l evel s by t he escal at i on
i n t he l evel of i ncome ser ved by Fa r mer s Ho me pr ogr ams .

Sect i on 20 deal s wi t h sewer and wat er . I t woul d mandat e t hat
gr ant s be a flat 75 per cent of t he cost of t he faci l i t y, paral l el i ng t he
E P A f or mul a. An d i t woul d at t empt t o pr event abuses i n t he desi gn
of bot h wat er and s ewer sys t ems by prohi bi t i ng arbi t rar i l y hi gh and
cost l y r equi r ement s.

Sect i on 21 on ener gy conservat i on has been deal t wi t h by Cl ay Coch-
r an. Thi s woul d mandat e t hat ener gy conservat i on t echni ques be
f ol l owed i n all housi ng f i nanced t hr ough t he Fa r mer s Ho me Admi ni s -
t rat i on, and woul d r equi r e Fa r mer s Ho me , i n t aki ng i nt o consi dera-
t i on t he bor r ower ' s capaci t y t o r epay t he l oan, t o cal cul at e t he r educed
ener gy cost s as a resul t of t he pr obabl y sl i ght l y hi gher const ruct i on
cost s of i ncl udi ng t hose st andar ds.

Sect i on 22 woul d pr ovi de f or payment of at t orney' s f ees wher e ap-
pl i cant s have been deni ed l oans and bel i eve t hat t hey have been t reat ed
unfai r l y.

[ The pr epar ed st at ement of Ms . Dol bear e, on behal f of t he Nat i onal
Rur al Hous i ng Coal i t i on, al ong wi t h t he pr evi ousl y ment i oned pr o-
posed r ur al hous i ng amendment s , f ol l ows: ]
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S TATEMENT OF CUS HI NG N. DOLBEARE, EXECUTI VE S ECRETARY,
NATI ONAL RURAL HOUS I NG COALI TI ON, BEF ORE HOUS I NG S UBCOMMI TTEE,
COMMI TTEE ON BANKI NG, F I NANCE, AND URBAN AF F AI RS , HOUS E OF
REP RES ENTAl i VES , MARCH 8 , 1 9 7 7 .

Th e Na t i o n a l Ru r a l Ho u s i n g Co a l i t i o n i s p l e a s e d t o h a v e
t h i s o p p o r t u n i t y t o t e s t i f y o n p e n d i n g h o u s i n g l e g i s l a t i o n .
As o u r n a me i mp l i e s , we a r e p a r t i c u l a r l y c o n c e r n e d wi t h r u r a l
h o u s i n g p r o g r a ms , b o t h t h o s e o f t h e De p a r t me n t o f Ho u s i n g a n d
Ur b a n De v e l o p me n t a n d o f t h e F a r me r s Ho me Ad mi n i s t r a t i o n .

To o o f t e n , i n c o n s i d e r i n g t h e d e s p e r a t e h o u s i n g n e e d s o f
o u r c i t i e s , t h e e q u a l l y de s pe r ' a t e h o u s i n g p r o b l e ms o f r u r a l
a r e a s a n d s ma l l t o wn s a r e o v e r l o o k e d . Bu t , b y mo s t o b j e c t i v e
me a s u r e s , t h e h o u s i n g p r o b l e ms o f r u r a l p e o p l e a r e s i g n i f i -
c a n t l y wo r s e t h a n t h o s e o f u r b a n i t e s . Fo r e x a mp l e , a c c o r d i n g
t o t h e 1 9 7 4 a n n u a l h o u s i n g s u r v e y , r u r a l a r e a s ha d o n l y 2 7 . 5 %
o f a l l o c c u p i e d h o u s i n g u n i t s . Bu t 6 3 . 0 % o f a l l u n i t s l a c k i n g
p l u mb i n g f a c i l i t i e s we r e r u r a l . So we r e 5 8 . 9 % o f a l l u n i t s
l a c k i n g k i t c h e n s , a n d 3 4 . 1 % o f a l l o v e r c r o wd e d u n i t s . ,. S i g n i f i -
c a n t l y , i n t h e s e d a y s o f e n e r g y c o s t s s o a r i n g o u t o f r e a c h o f
l ow a n d mo d e r a t e i n c o me f a mi l i e s , 3 4 . 1 % o f a l l u n i t s wi t h o u t
s t o r m wi n d o ws o r o t h e r p r o t e c t i v e wi n d o w c o v e r i n g a n d 4 2 . 2 % o f
u n i t s wi t h o u t r o o f o r a t t i c i n s u l a t i o n we r e r u r a l - - y e t r u r a l
i n c o me s a r e l o we r t h a n u r b a n i n c o me s , a n d f u e l c o s t s a r e o f t e n
s i g n i f i c a n t l y h i g h e r .

Cl e a r l y , a b a l a n c e d a p p r o a c h t o t o t a i h o u s i n g n e e d s wi l l
p l a c e e mp h a s i s o n b o t h c e n t r a l c i t y a n d r u r a l p r o g r a ms . To
d e a l a d e q u a t e l y wi t h r u r a l n e e d s r e q u i r e s b o t h s t r e n g t h e n i n g
HUD' s c a p a c i t y t o f u l f i l l i t s ma n d a t e d r u r a l r e s p o n s i b i l i t i e s
a n d , e v e n mo r e i mp o r t a n t , r e v i s i n g Ti t l e V o f t h e Ho u s i n g Ac t
o f 1 9 4 9 t o e n a b l e t h e F a r me r ' s Ho me Ad mi n i s t r a t i o n mo r e a d e -
q u a t e l y t o s e r v i c e l ow a n d mo d e r a t e i n c o me f a mi l i e s l i v i n g , o r
wi s h i n g t o l i v e , i n s ma l l t o wn s a n d r u r a l a r e a s .

Th e Na t i o n a l Ru r a l Ho u s i n g Co a l i t i o n p r o p o s e s a s e r i e s
o f a me n d me n t s t o s t r e n g t h e n t h e F a r me r s Ho me Ad mi n i s t r a t i o n
h o u s i n g p r o g r a ms . Th e s e a r e e mb o d i e d i n o u r r e c o mme n d e d Ru r a l
Ho u s i n g Ame n d me n t s o f 1 9 7 7 , t h e t e x t o f wh i c h h a s b e e n s u b -
mi t t e d t o t h i s c o mmi t t e e . Ou r a i m i s n o t , a t t h i s t i me , t o
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pr opose a f undament al over haul of t he FmHA pr ogr ams , al t hough we bel i eve
t hat r ur al Amer i cans wi l l not par t i ci pat e i n t he achi evement of t he
nat i onal hous i ng goal of " a decent home" f or ever y Amer i can f ami l y unt i l
t hi s i s done. Our ai m i s much mor e modes t : i t i s t o make Ti t l e V wor kabl e,
on a r el at i vel y modes t s cal e, f or t he l ow and moder at e i ncome peopl e i t
i s i nt ended t o s er ve. But , as hous i ng cos t s have es cal at ed, FmHA
s ubs i di es have not kept pace. The medi an i ncome s er ved by FmHA pr ogr ams
has s t eadi l y r i s en, whi l e l ow i ncome peopl e ar e vi r t ual l y pr ecl uded f r om
r ecei vi ng t he hel p t hey need t o obt ai n decent housi ng.

Mor eover , al t hough t he Hous i ng and Communi t y Devel opment Act of 1974
t ook a number of key s t eps t o pr ovi de par i t y bet ween FmHA and HUD pr ogr ams ,
addi t i onal l egi s l at i on i s needed t o enabl e FmHA t o pr ovi de pr ogr ams compar abl e
i n s cope and equi t y t o sever al HUD pr ogr ams .

To achi eve t hi s end, t he Nat i onal Rur al Hous i ng Coal i t i on ur ges
t hat an addi t i onal t i t l e be added t o t he Hous i ng Aut hor i zat i ons of 1977,
deal i ng wi t h r ur al hous i ng. Thi s t i t l e s houl d i ncl ude t he f ol l owi ng
pr ovi s i ons :

Sect i on I - - Hous i ng f or t he Handi capped

Handi capped per s ons , and f ami l i es i n whi ch t her e ar e handi capped
per s ons , whi l e not bei ng expl i ci t l y excl uded f r om t he Ti t l e V, Far mer s Home
Hous i ng Pr ogr ams , of t he Hous i ng Act of 1949, have not been abl e t o us e
t he pr ogr ams because t hei r s peci al housi ng r equi r ement s have not been
r ef l ect ed i n t he l egi s l at i on and t he r egul at i ons . Unl i ke l egi s l at i on on
HUD' s hous i ng pr ogr ams , whi ch ment i ons " handi capped" as bei ng el i gi bl e
f or cer t ai n pr ogr ams , FmHA pr ogr ams do not s peci f i cal l y i ncl ude t he
handi capped. Thi s amendment woul d ens ur e t hat t he handi capped wi l l have
f ul l and equal acces s t o t he hous i ng pr ogr ams i n Ti t l e V of t he Hous i ng
Act of 1949. Addi t i onal i ncent i ve f or t hi s amendment s t ems f r om Sect i on
504 of t he Rehabi l i t at i on Act , whi ch i s i nt ended t o ens ur e nondi s cr i mi nat i on
on t he bas i s of handi cap.

Thi s sect i on s houl d al s o expand t he def i ni t i on of el der l y and
handi capped per s ons t o i ncl ude s i ngl e i ndi vi dual s l i vi ng t oget her or
one or mor e per s ons l i vi ng wi t h s omeone es s ent i al t o t hei r wel l - bei ng.
I n s hor t , i t woul d r equi r e FmHA t o pr ovi de t he s ame benef i t s whi ch HUD
pr ovi des t o el der l y and handi capped f ami l i es and per s ons .

Sect i on 2 - - Es cr ow Account s f or Per i odi c Payment s of Taxes , I ns ur ance
and Ot her Expens es

FmHA i s t he onl y maj or home mor t gage l ender i n t he Uni t ed St at es whi ch
does not pr ovi de an es cr ow s er vi ce f or bor r ower s .

Thi s amendment woul d r equi r e t he Secr et ar y t o es t abl i s h a s ys t em of
es cr ow account s t o enabl e bor r ower s t o bet t er budget f or t he payment of
t axes , i ns ur ance, and ot her expens es . The pr es ent aut hor i t y i s di s cr et i onar y,
and FmHA has s o f ar f ai l ed t o i mpl ement i t . The amendment woul d hel p s t abi l i ze
home r epayment abi l i t y and r educe del i nquency, f or ecl os ur e, and l os s
of homes . I t i s a couns el i ng t ool cons i s t ent wi t h FmHA' s own
r ecommendat i ons f or mor e couns el i ng i n i t s "Revi ew of Rur al Hous i ng
Pr ogr ams- - J une 15, 1973" .
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Unf or t unat el y, dur i ng t he per i od s i nce Augus t 1974, del i nquency
has s er i ous l y i ncr eas ed among FmHA bor r ower s . Cont i nui ng i nf l at i onar y
pr es s ur es , i ncl udi ng t hos e whi ch have r es ul t ed i n s har p t ax i ncr eas es ,
have exacer bat ed t he need f or an es cr ow ar r angement .

Sect i on 3 - Rur al Hous i ng Res ear ch

Rur al ar eas and smal l t owns have uni que hous i ng and communi t y
devel opment pr obl ems . Seasonal and mi gr ant f ar mwor ker s , mount ai n peopl e
i n t he Appal achi a ar ea, I ndi ans on r es er vat i ons , and ot her mus t pr i mar i l y
r el y on FmHA t o meet t hei r hous i ng needs . Thi s i s why t he FmHA, wi t h
i t s l ocal l y bas ed di r ect s er vi ce and di r ect l oans , i s s o s i gni f i cant .
The FmHA i s des i gned or gani zat i onal l y and pr ogr ammat i cal l y t o meet t he
s peci al needs and pr obl ems of r ur al Amer i ca.

At t he pr es ent t i me, t he FmHA has aut hor i t y t o oper at e 33 s epar at e
hous i ng, f ar m, communi t y f aci l i t y, bus i nes s , and i ndus t r i al pr ogr ams t o
meet t he br oad r ange of r ural needs . The FmHA has gr own f r om a ver y
smal l f ar m r es et t l ement pr ogr am i n t he ear l y 19 30s i nt o t he maj or s our ce
of r ural cr edi t and t echni cal as s i s t ance f or r ur al Amer i ca. I n f i s cal
1976 pl us t he t r ans i t i on quar t er ( 15 mont h per i od) , t he FmHA made 245, 436
l oans and gr ant s val ued at $7, 159, 072, 521. I t i s now t he l ar ges t di r ect
Feder al l ender i n t he count r y.

Despi t e i t s r ol e as t he maj or s our ce of r ural cr edi t , t he FmHA has
had t o depend on ot her agenci es t o conduct r es ear ch. Al t hough aut hor i t y
t o conduct r es ear ch has exi s t ed f or s ome year s now at a l evel of onl y
$250, 000 per year , t hi s mi ni s cul e amount has never been us ed.

As a r es ul t , FmHA has had t o devel op pol i cy wi t h l i mi t ed dat a. A
r es ear ch capabi l i t y i s neces s ar y t o es t abl i s h a dat a base f r om whi ch t o
pl an adequat el y.

The pur pos e of t hi s amendment i s t o r emedy t hi s l ong- t er m negl ect
of r esear ch i nt o r ur al hous i ng and communi t y f aci l i t y pr obl ems and s ol ut i ons .
The amendment woul d cr eat e an i n- hous e r es ear ch capaci t y at FmHA, and woul d
di r ect i t t o f ocus on s ever al vi ews whi ch have been l ar gel y i gnor ed i n t he
pas t . Thes e i ncl ude t he needs of s peci al gr oups , such as t he el der l y,
t he handi capped, f ar mwor ker s , and I ndi ans ; r ural gr owt h pat t er ns ; and
r ur al communi t y f aci l i t i es and s er vi ces . I t al s o woul d make cl ear t hat
FmHA' s r esear ch mandat e i s f or r ural hous i ng gener al l y and not j us t f ar m
hous i ng.

The amendment woul d i ncr eas e t he aut hor i zat i on f or FmHA r ur al hous i ng
r es ear ch f r om $1 mi l l i on annual l y t o $10 mi l l i on. Thi s i s a modes t amount
i n compar i s on t o t he HUD r es ear ch budget of $50 t o $60 mi l l i on per year ,
ver y l i t t l e of whi ch goes i nt o r ural hous i ng r es ear ch.

Fi anl l y, t he amendment woul d r equi r e t he Secr et ar y t o s t udy t he hous i ng
pr obl ems of mi gr ant f ar m l abor er s , whos e hous i ng pr obl ems have r ecei ved
s cant at t ent i on at t he f eder al , s t at e , and l ocal l evel . The s t udy woul d
be i nt ended t o s ee i f exi s t i ng pr ogr ams can be made f l exi bl e enough t o deal
wi t h s hor t - t er m occupanci es or i f new appr oaches ar e neces s ar y. The
Secr et ar y woul d have t o r epor t back t o Congr es s wi t hi n one year .
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Sect i on 4 - Compens at i on f or Cons t r uct i on Def ect s

The pr obl em of def ect i ve s t r uct ur es i n exi s t i ng and newl y
cons t r uct ed FmHA uni t s i s s i gni f i cant , t hough i t s f ul l magni t ude
cannot be as cer t ai ned because FmHA does not keep r ecor ds of compl ai nt s
about cons t r uct i on def ect s . Nonet hel es s , pur chas er s of uni t s wi t h
def ect s s houl d be pr ot ect ed.

Sect i ons 518( a) and ( b) of t he Nat i onal Hous i ng Act aut hor i ze
HUD/ FHA t o r ei mbur s e owner s f or def ect s i n newl y cons t r uct ed uni t s
pur chas ed wi t h HUD/ FHA guar ant eed l oans . FmHA s houl d have a s i mi l ar
pr ovi s i on. Whi l e owner s of newl y cons t r uct ed uni t s ar e pr ot ect ed by
a one- year bui l der ' s war r ant y, t hey ar e not al ways abl e t o have t he
bui l der make t he neces s ar y r epai r s . I n addi t i on, def ect s may of t en
not be di s cover ed unt i l af t er t he expi r at i on of t he war r ant y.

The pr oposed amendment woul d aut hor i ze t he Secr et ar y t o pr ovi de
as s i s t ance f or newl y cons t r uct ed uni t s . The t er m dur i ng whi ch such
as s i s t ance may be r eques t ed i n t he pr opos ed s ect i on i s f our year s ,
whi ch i s i dent i cal t o t he per i od pr ovi ded f or HUD/ FHA bor r ower s . The
pr opos ed s ect i on woul d appl y t o one, t wo, t hr ee, and f our f ami l y uni t s ,
f i nanced wi t h FmHA as s i s t ance.

Sect i on 518( b) l i mi t s r ecover y on HUD/ FHA exi s t i ng hous es t o cas es
wher e t he def ect "s o s er i ous l y af f ect s t he use and l i veabi l i t y as t o
cr eat e a s er i ous danger t o t he l i f e or s af et y of i nhabi t ant s . " Thi s
l anguage i s not i ncl uded i n Sect i on 518( a) , t he new cons t r uct i on
pr ovi s i on, and has t her ef or e been excl uded f r om t he pr opos ed new
cons t r uct i on pr ovi s i on f or FmHA [ Sect i on 509( c) ] . The l anguage has
al s o been omi t t ed f r om t he pr opos ed exi s t i ng hous i ng pr ovi s i on [ Sect i on
509( d) ] , as i t i s i nappr opr i at e when appl i ed t o FmHA.

Unl i ke HUD/ FHA' s l egi s l at i on, FmHA' s l egi s l at i on has al ways
r equi r ed t hat , i n addi t i on t o pr ovi di ng FmHA pur chas er s wi t h decent ,
s af e, and s ani t ar y hous i ng by cons t r uct i on f i nanci ng, FmHA was t o
pr ovi de i t s bor r ower s wi t h " t echni cal s er vi ces s uch as bui l di ng pl ans ,
s peci f i cat i ons , cons t r uct i on s uper vi s i on and i ns pect i on" ( Sect i on 506
of t he Hous i ng Act of 1949) . Thus t he l egi s l at i on as s umed t hat t he
FmHA pur chas er woul d not have t he abi l i t y t o as s ur e t hat ( s ) he
obt ai ned decent , s af e, and s ani t ar y hous i ng, and t hat FmHA s houl d
pr ovi de t hat as s i s t ance. ( See al s o FmHA r egul at i ons at 7 C. F. R. 1802. 2. )

To r equi r e FmHA t o pr ovi de i t s bor r ower s wi t h as s i s t ance i n
obt ai ni ng decent , s af e, and s ani t ar y hous i ng, but t hen t o l i mi t t he
f ami l i es ' abi l i t y t o i ns i s t t hat t he hous i ng meet t hos e s t andar ds , by
onl y al l owi ng r ecover y when t he def ect cr eat es a s er i ous danger t o
l i f e or s af et y, i s t ot al l y i ncons i s t ent .

I n addi t i on, t he s t andar d i s ar bi t r ar y, and i s l i kel y t o be appl i ed
ver y i ncons i s t ent l y by t he mor e t han 1, 750 of f i ces of FmHA ( unl i ke FHA,
whi ch pr obabl y has no mor e t han 100 per s ons admi ni s t er i ng Sect i on 518) .
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The pr opos ed amendment woul d adopt t he s t andar ds used by FmHA
under Sect i on 509( a ) t o det er mi ne whet her a s t r uct ur e i s decent , s af e,
and s ani t ar y. Those s t andar ds ar e t he Mi ni mum Pr oper t y St andar ds ,
whi ch ar e publ i s hed and f ami l i ar t o ever y FmHA empl oyee admi ni s t er i ng
t he hous i ng pr ogr ams .

Subs ect i on ( d ) woul d aut hor i ze t he Secr et ar y t o pr ovi de as s i s t ance
t o bor r ower s who pur chas ed exi s t i ng uni t s . The t er m dur i ng whi ch s uch
as s i s t ance may be r eques t ed woul d be t wo year s af t er as s i s t ance i s
pr ovi ded, whi ch i s one year l onger t han t he compar abl e pr ovi s i on f or
FHA bor r ower s .

The amendment woul d al l ow al l pas t pur chas er s of exi s t i ng and new
hous i ng t o s ubmi t cl ai ms t o FmHA wi t hi n 18 mont hs af t er pas s age of t he
Act . CA s i mi l ar pr ovi s i on i s i ncl uded i n FHA' s Sect i on 518( b) ( exi s t i ng) ,
but not f or 518( a) ( new) . ]

The pr opos ed Sect i on 509( e) woul d aut hor i ze t he Secr et ar y t o make
t he expendi t ur e f or t he needed r epai r as s oon as a det er mi nat i on i s made
t hat t he def ect di d, i n f act , exi s t . I f s ubs equent l y FmHA det er mi ned
t hat t he def ect was not caus ed t hr ough t he f aul t of t he bui l der or t he
FmHA i ns pect or , t he amount of as s i s t ance f or war ded woul d be conver t ed
t o a s ubs equent l oan, t o be added t o t he or i gi nal mor t gat e. The
gover nment ' s i nt er es t woul d be pr ot ect ed, s i nce a pr omi s s or y not e and
s econd deed of t r us t woul d be execut ed bef or e FmHA pai d f or t he r epai r
i ni t i al l y. I f f aul t was f ound t o l i e wi t h t he bui l der or i ns pect or ,
r epayment of t he as s i s t ance woul d be f or gi ven. I f t he owner chos e not
t o s i gn a pr omi ss or y not e and mor t gage, ( s ) he coul d r eques t t hat FmHA
det er mi ne l i abi l i t y pr i or t o adyanci ng f unds .

The advant age t o owner and t o FmHA f r om t hi s s ys t em i s cl ear .
Al l owi ng pr ompt payment by FmHA f or r epai r s as s ur es t hat a def ect - s uch
as no heat i ng, i nadequat e vent i l at i on, f l ooded bas ement , et c . - woul d
not l i nger and pot ent i al l y caus e addi t i onal damage t o t he hous e. I t
woul d as s i s t t he f ami l y and pr ot ect t he gover nment ' s i nt er es t i n t he
hous e. However , t he owner woul d not be f or ced t o agr ee t o a l i en on t he
house i f ( s ) he pr ef er r ed t o awai t unt i l a det er mi nat i on about l i abi l i t y
had been compl et ed.

Dur i ng t he 18- mont h per i od f ol l owi ng pas s age of t he Act , f or
bor r ower s as s i s t ed mor e t han t wo year s ago ( on exi s t i ng uni t s ) or mor e
t han f our year s ago ( on new uni t s ) , t he bur den of pr oof as t o f aul t f or
t he cons t r uct i on def ect woul d be pl aced on t he owner i ns t ead of on FmHA.
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S e c t i o n 5 0 9 ( e ) wo u l d a l s o a u t h o r i z e t h e S e c r e t a r y t o
e n t e r i n t o a g r e e me n t s wi t h c o n t r a c t o r s , i n a d d i t i o n t o s e l l e r s ,
r e q u i r i n g t h e m t o r e i mb u r s e FmHA. f o r e x p e n d i t u r e s ma d e b y
t h e a g e n c y u n d e r t h i s s e c t i o n . F u n d i n g f o r a l l c o mp e n s a -
t i o n s wo u l d b e p r o v i d e d f r o m t h e Ru r a l Ho u s i n g I n s u r a n c e F u n d .

S e c t i o n 5 0 9 ( f ) wo u l d r e q u i r e t h e S e c r e t a r y t o :
( 1 ) p u b l i s h r e g u l a t i o n s t o i mp l e me n t t h e p r o g r a m, ( 2 ) p r o -
v i d e a n a p p e a l s a n d r e v i e w p r o c e s s f o r o r r s d e n i e d a s s i s -
t a n c e u n d e r t h e p r o g r a m, a n d ( 3 ) ma i n t a i n r e c o r d s i n t h e
n a t i o n a l o f f i c e a s t o c o mp l a i n t s f i l e d a n d t h e d i s p o s i t i o n
o f t h e m.

S e c t i o n 5 0 9 ( g ) wo u l d ma k e c l e a r t h a t t h e s e p r o v i s i o n s
d o n o t c o n s t i t u t e a n e x c l u s i v e r e me d y f o r t h e o wn e r .

S e c t i o n 5 - F o r e c l o s u r e P r e v e n t i o n

Al t h o u g h S e c t i o n 5 0 5 wa s a u t h o r i z e d a s p a r t o f t h e
o r i g i n a l Ho u s i n g Ac t o f 1 9 4 9 , i t wa s n o t i mp l e me n t e d u n t i l
J u l y 1 1 , 1 9 7 4 , a n d t h e n wi t h a r e s t r i c t i v e s e t o f F mHA i n -
s t r u c t i o n s . F mHA h a s s i n c e r e v i s e d t h e p r o g r a m t o ma k e i t
mo r e wo r k a b l e , b u t ma n y F mHA c o u n t y s u p e r v i s o r s a r e n o t e v e n
a wa r e o f t h e e x i s t e n c e o f t h e mo r a t o r i u m o n p a y me n t s p r o g r a m.

Th i s a me n d me n t wo u l d ma n c a t e t h e e d u c a t i o n o f e l e g i b l e
b o r r o we r s , s o t h a t f o r e c l o s u r e ma y b e a v o i d e d wh e n e v e r a n d
wh e r e v e r t h e p r o v i s i o n s o f S e c t i o n 5 0 5 a r e a p p l i c a b l e .

S e c t i o n 6 - Ap p e a l s P r o c e d u r e s

F o r e v e r y h o u s i n g l o a n a p p l i c a t i o n wh i c h F mHA f u n d s ,
a n o t h e r a p p l i c a t i o n i s r e j e c t e d . Th e b a s i s f o r r e j e c t i n g
a p p l i c a t i o n s v a r i e s wi d e l y , i n a s mu c h a s F mHA' s r e g u l a t i o n s
g i v e wi d e d i s c r e t i o n t o c o u n t y s u p e r v i s o r s i n c a r r y i n g t h e
a u t h o r i z e d p r o g r a ms . Th i s wi d e d i s c r e t i o n c a n r e s u l t i n
a b u s e a n d i mp r o p e r d e n i a l o f f e d e r a l a s s i s t a n c e . Ye t , wi t h
o n e e x c e p t i o n , F mHA h a s p r o v i d e d a p p l i c a n t s f o r i t s s e r v i c e s
wi t h n o f o r ma l o p p o r t u n i t y t o h a v e d e c i s i o n s d e n y i n g a s s i s -
t a n c e r e v i e we d . Th e o n e e x c e p t i o n i s a n a p p e a l s p r o c e d u r e
p r o v i d e d t o a p p l i c a n t s u n d e r t h e S e c t i o n 5 0 2 h o me o wn e r s h i p
p r o g r a m. Ev e n t h i s i s i n a d e q u a t e . Ap p l i c a n t s f o r 5 0 2 l o a n s
wh o a r e d e n i e d a s s i s t a n c e a r e a f f o r d e d a s e r i e s o f p a p e r
a p p e a l s wh i c h i n c l u d e r e v i e w b y t h e v e r y o f f i c i a l s ma k i n g
t h e i n i t i a l d e c i s i o n d e n y i n g a s s i s t a n c e ; wh i c h p r e s c r i b e n o
t i me l i mi t s i n wh i c h a p p e a l s mu s t b e r e s o l v e d b y t h e a g e n c y ;
wh i c h d o n o t l i mi t t h e r e v i e w t o t h e b a s i s o f t h e o r i g i n a l
d e n i a l ; a n d wh i c h f a i l t o r e q u i r e t h a t t h e a p p l i c a n t b e s p e c i . ,
f i c a l l y i n f o r me d o f t h e r e a s o n f o r t h e d e n i a l .

I n r e s p o n s e t o t h e 1 9 7 4 Ho u s i n g a n d Co mmu n i t y De v e l o p -
me n t Ac t ' s r e q u i r e me n t t h a t t h e S e c r e t a r y i s s u e r u l e s a n d
r e g u l a t i o n s p r o t e c t i n g t h e r i g h t s o f g r a n t e e s u n d e r t h e s e l f -

0
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h e l p h o u s i n g p r o g r a m, F mHA p r o mu l g a t e d r e g u l a t i o n s a l l o wi n g
g r a n t e e s t o wr i t e t o t h e Ad mi n i s t r a t o r a n d r e q u e s t r e c o n s i d -
e r a t i o n o f a n a d v e r s e d e c i s i o n .

I n t e r e s t i n g l y , c o n t r a c t o r s a n d b u i l d e r s wh o a r e t h r e a t e n e d
b y F mHA wi t h d e b a r me n t ( i . e . t h a t t h e y wi l l n o l a n g e r b e a b l e
t o c o n t r a c t f o r c o n s t r u c t i o n f i n a n c e d wi t h F mHA f u n d s ) a r e
a f f o r d e d a s i g n i f i c a n t a p p e a l s p r o c e d u r e . F mHA r e g u l a t i o n s
r e q u i r e t h a t a n y b u i l d e r t h r e a t e n e d wi t h d e b a r me n t b e :
s p e c i f i c a l l y i n f o r me d i n wr i t i n g o f t h e b a s i s a n d r e a s o n s
f o r d e b a r me n t ; g i v e n a n o p p o r t u n i t y t o me e t wi t h t h e a g e n c y
d u r i n g wh i c h a n y c h a r g e s ma y b e r e b u t t e d ; a f f o r d e d a n o p p o r -
t u n i t y t o r e s p o n d t o t h e p r o p o s e d d e b a r me n t b y f i l i n g a n a n -
s we r c o n t a i n i n g f a c t u a l o r l e g a l a r g u me n t s . I n a d d i t i o n ,
t h e r e g u l a t i o n s r e q u i r e t h a t F mHA f i n a l l y r e s o l v e a n y d e b a r -
me n t p r o c e e e d i n g s wi t h i n 4 0 d a y s o f t h e p r o p o s e d d e b a r me n t ;
t h a t F mHA ma i n t a i n r e c o r d s o f a l l t h e p r o c e e d i n g s i n c l u d i n g
a s y n o p s i s o f a n y me e t i n g s ; a n d t h a t t h e d e t e r mi n a t i o n s f o r
d e b a r me n t b e s u p p o r t e d b y a n d i 5 h c c o r d a n c e wi t h r e l i a b l e ,
p r o b a t i v e a n d s u b s t a n t i a l e v i d e n c e i n t h e p o s s e s s i o n o f F mHA.

S u r e l y , t h e l o w i n c o me a p p l i c a n t f o r a h o me o wn e r s h i p
l o a n o r t h e a p p l i c a n t f o r a r e n t a l p r o j e c t h a s a s s i g n i f i c a n t
a n i n t e r e s t a s t h e b u i l d e r wh o i s d e b a r r e d b y F mHA. Th e
b u i l d e r c a n s e e k o t h e r b u s i n e s s . F o r t h e b o r r o we r o r t h e
t e n a n t , F mHA i s t h e l e n d e r o f l a s t r e s o r t . Th e r e f o r e , r e -
j e c t i o n s o r o t h e r a d v e r s e d e c i s i o n s s h o u l d n o t b e a l l o we d
wi t h o u t a n a d e q u a t e a p p e a l s p r o c e s s .

Ma n y o t h e r f e d e r a l p r o g r a ms r e q u i r e s i mi l a r t y p e s o f
a p p e a l s p r o c e d u r e s a s t h o s e a u t h o r i z e d b y t h e p r o p o s e d
a me n d me n t . F o r e x a mp l e , a n a p p l i c a n t f o r t h e f o o d s t a mp
p r o g r a m, a l s o a d mi n i s t e r e d b y US DA, c a n n o t b e d e n i e d a s s i s -
t a n c e wi t h o u t a n a p p e a l . Th e De p a r t me n t o f He a l t h , Ed u c a -
t i o n a n d We l f a r e r e q u i r e s t h a t we l f a r e a p p l i c a n t s b e a f f o r d e d
a n a d e q u a t e r i g h t t o a p p e a l b e f o r r b e i n g d e n i e d a s s i s t a n c e . .
Th e De p a r t me n t o f Ho u s i n g a n d Ur b a n De v e l o p me n t h a s d e v e l o p e d
s o p h i s t i c a t e d a p p e a l s p r c c e d u r e s f o r u s e r s o f i t s p r o g r a ms .

I n s h o r t , a n a p p e a l s p r o c e d u r e i s c o mmo n i n o t h e r f e d -
e r a l a g e n c i e s , e l s e wh e r e wi t h i n US DA a n d e v e n e l s e wh e r e wi t h i n
F mHA. Ap p l i c a n t s , b o r r o we r s a n d t e n a n t s d e s e r v e s i mi l a r
a s s u r a n c e o f t h e i r b a s i c r i g h t t o f a i r a n d e q u i t a b l e t r e a t -
me n t b y F mHA.



2224

- 8 -

Se c t i o n 7 - - Li mi t a t i o n o n Ad mi n i s t r a t i v e Au t h o r i t y

Th i s l i mi t a t i o n o n t h e Se c r e t a r y ' s r u l e - ma k i n g
a u t h o r i t y i s i n t e n d e d t o e l i mi n a t e a p r o p o s e d n e w
p o l i c y o r a n y f u t u r e p o l i c y f o r s i t e d e v e l o p me n t wh i c h
wo u l d p r e c l u d e FmHA f i n a n c i n g o f n e w s u b d i v i s i o n s
wh i c h a r e n o t c o n t i g u o u s t o a n e x i s t i n g c o mmu n i t y
wi t h wa t e r , s e we r , a n d o t h e r s e r v i c e s a l r e a d y i n p l a c e .
Wh i l e t h i s p r o p o s e d p o l i c y ma k e s s e n s e i n a ma j o r i t y
o f s i t u a t i o n s , t h e r u l e ' s i n f l e x i b i l i t y wo u l d p r e v e n t
FmHA f r o m p r o v i d i n g a s s i s t a n c e i n t h e o t h e r s i t u a t i o n s
wh e r e FmHA s h o u l d b e p e r mi t t e d t o o p e r a t e . So me
e x a mp l e s a r e :

( 1 ) wh e r e t h e r e a r e n o a v a i l a b l e s i t e s wh i c h
c a n b e p u r c h a s e d a t a p r i c e FmHA- e l i g i b l e
f a mi l i e s c a n a f f o r d o r wh i c h wi l l b e
a p p r a i s e d b y FmHA a t a n a c c e p t a b l e l e v e l ;

( 2 ) wh e r e z o n i n g o r h o u s i n g s i z e r e q u i r e me n t s
wi t h i n t h e mu n i c i p a l l i mi t s p r e c l u d e FmHA
a c t i v i t y ;

( 3 ) wh e r e t h e c o mmu n i t y d o e s n o t h a v e c e n t r a l
s e wa g e f a c i l i t i e s , a n d a v a i l a b l e s i t e s
wi t h i n t h a t c o mmu n i t y d o n o t me e t FmHA,
s t a t e , o r l o c a l h e a l t h s t a n d a r d s f o r i n d i -
v i d u a l s e p t i c s y s t e ms ;
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( 4 ) wh e r e mi n o r i t y p e o p l e h a v e h i s t o r i c a l l y b e e n p r e -
v e n t e d f r o m b u y i n g h o me s i n s i d e t h e t o wn a n d t h e
mi n o r i t y p o p u l a t i o n i s l o c a t e d i n a r e a s o u t s i d e
t h e t o wn ;

( 5 ) wh e r e t h e a r e a ' s o n l y " g r o wt h c e n t e r " i s t o o l a r g e
t o b e e l i g i b l e t o b e i n c l u d e d i n t h e FmHA s e r v i c e
a r e a , b u t t h e r e a r e n o o t h e r e s t a b l i s h e d c o mmu n i t i e s
n e a r b y ;

( 6 ) wh e r e b u i l d i n g t h e s u b d i v i s i o n o n t h e e d g e o f a n
e s t a b l i s h e d c o mmu n i t y mi g h t l e a d t o " r u r a l s p r a wl " ;
a n d

( 7 ) wh e r e r e h a b i l i t a t i o n a s s i s t a n c e i s n e e d e d i n a n
e x i s t i n g s u b d i v i s i o n wh i c h i s i n o p e n c o u n t r y a n d
f a i l u r e t o p r o v i d e F mHA a s s i s t a n c e wo u l d d o o m t h e
s u b d i v i s i o n b y p r e v e n t i n g a n y i mp r o v e me n t .

S e c t i o n 8 - As s i s t a n c e Au t h o r i z a t i o n s

Th i s a me n d me n t wo u l d e x t e n d a l l e x p i r i n g a u t h o r i z a t i o n s
f o r FmHA h o u s i n g p r o g r a ms a n d , i n mo s t c a s e s , e x p a n d t h e a mo u n t
a u t h o r i z e d t o b e a p p r o p r i a t e d . S p e c i f i c a l l y , t h e a me n d me n t
wo u l d :

( 1 ) Se c t i o n 5 0 4 Ho me Re • a i r Lo a n s a n d Gr a n t s

Ex p a n d t h e c u r r e n t $ 8 0 mi l l i o n l i mi t a t i o n f o r t h e
p e r i o d 1 9 5 6 t h r o u g h 1 9 7 7 t o $ 2 0 0 mi l l i o n f o r t h e p e r i o d 1 9 5 6
t h r o u g h 1 9 8 0 . On l y $ 2 6 mi l l i o n i n a u t h o r i t y c u r r e n t l y r e ma i n s
t o b e o b l i g a t e d .

( 2 ) Se c t i o n 5 1 6 Fa r m La b o r Ho u s i n g Gr a n t s

Ex p a n d t h e c u r r e n t $ 8 0 mi l l i o n l i mi t a t i o n f o r t h e p e r i o d
t h r o u g h 1 9 7 7 t o $ 2 3 0 mi l l i o n f o r t h e p e r i o d t h r o u g h 1 9 8 0 . On l y
$ 2 7 . 5 0 mi l l i o n i n a u t h o r i t y r e ma i n s t o b e o b l i g a t e d .

( 3 ) S e c t i o n 5 0 6 Ru r a l Ho u s i n g Re s e a r c h Gr a n t s

Ex p a n d t h e y e a r l y a u t h o r i z a t i o n o f $ 1 mi l l i o n t o $ 1 0 mi l l i o n
t h r o u g h 1 9 8 0 . No mo n e y h a s e v e r b e e n a p p r o p r i a t e d f o r r u r a l
h o u s i n g r e s e a r c h g r a n t s .

( 4 ) Se c t i o n 5 1 4 Fa r m La b o r Ho u s i n g Lo a n s

Ex p a n d t h e y e a r l y a u t h o r i z a t i o n o f $ 2 5 mi l l i o n t o $ 5 0
mi l l i o n .

( 5 ) Se c t i o n 5 1 5 Ru r a l Re n t a l Ho u s i n g

Ex t e n d t h e p r e s e n t u n l i mi t e d a u t h o r i z a t i o n t h r o u g h 1 9 8 0 .
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( 6 ) S e c t i o n 5 2 3 S e l f - He l p Te c h n i c a l As s i s t a n c e Gr a n t s

Ex p a n d t h e y e a r l y a u t h o r i z a t i o n f r o m $ 1 0 mi l l i o n t o
$ 2 0 mi l l i o n t h r o u g h 1 9 8 0 .

( 7 ) Se c t i o n 5 2 3 Se l f - He l p Si t e Lo a n s

Ex p a n d t h e y e a r l y a u t h o r i z a t i o n f r o m $ 2 mi l l i o n t o
$ 5 mi l l i o n t h r o u g h 1 9 8 0 .

( 8 ) Se c t i o n 5 2 5 Te c h n i c a l As s i s t a n c e Gr a n t s a n d Se e d
Mo n e y Lo a n s

Ex p a n d t h e y e a r l y a u t h o r i z a t i o n f r o m $ 5 mi l l i o n t o
$ 1 0 mi l l i o n t h r o u g h 1 9 8 0 f o r e a c h o f t h e t wo p r o g r a ms . Th e
$ 5 mi l l i o n a u t h o r i z e d i n FY 7 6 a n d F Y 7 7 f o r e a c h p r o g r a m
a l s o r e ma i n s a v a i l a b l e b e c a u s e t h e r e h a s b e e n n o a p p r o p r i a t i o n .

Se c t i o n 9 - Co n g r e g a t e Ho u s i n g Fo r El d e r l y a n d Ha n d i c a p p e d Fa mi l i e s

Th i s a me n d me n t wo u l d ma k e c l e a r t h a t c o n g r e g a t e h o u s i n g
f o r t h e e l d e r l y a n d h a n d i c a p p e d ma y b e b u i l t wi t h F mHA 5 1 5 f u n d s .
Si n c e t h i s h a d n o t b e e n e x p r e s s l y p r o v i d e d f o r i n t h e p a s t ,
F mHA h a s r e f u s e d t o a l l o w s u c h h o u s i n g , o f t e n e s s e n t i a l t o t h e
n e e d s o f t h e e l d e r l y a n d h a n d i c a p p e d .

Se c t i o n 1 0 - F i n a n c i a l As s i s t a n c e t o Pr o v i d e Lo w- Re n t Ho u s i n g
F o r Do me s t i c Fa r m La b o r

Th e f a r m l a b o r h o u s i n g g r a n t p r o g r a m ( Se c t i o n 5 1 6 ) wa s
i n s t i t u t e d b y Co n g r e s s t o p r o v i d e l o w- r e n t h o u s i n g f o r d o me s t i c
f a r m l a b o r . Co n g r e s s r e c o g n i z e d t h a t t o ma k e t h i s p r o g r a m a v a i l -
a b l e t o f a r mwo r k e r s , a v a r i e t y o f g r o u p s a n d o r g a n i z a t i o n s wo u l d
h a v e t o b e e l i g i b l e t o a p p l y f o r f a r m l a b o r h o u s i n g f u n d s
i n c l u d i n g ,

" . . . a n y St a t e o r p o l i t i c a l s u b d i v i s i o n t h e r e o f
o r a n y b r o a d - b a s e d p u b l i c o r p r i v a t e n o n p r o f i t
o r g a n i z a t i o n i n c o r p o r a t e d wi t h i n t h e S t a t e , o r
a n y n o n p r o f i t o r g a n i z a t i o n o f f a r mwo r k e r s i n -
c o r p o r a t e d wi t h i n t h e St a t e . . . "

Th e i n t e n t o f Co n g r e s s t o a l l o w p r i v a t e a n d f a r mwo r k e r
n o n p r o f i t o r g a n i z a t i o n s t o a p p l y f o r t h i s a s s i s t a n c e h a s b e e n
s u b v e r t e d b y FmHA I n s t r u c t i o n . 4 4 4 . 6 , wh i c h g i v e s p r i o r i t y
o f g r a n t f u n d s t o p u b l i c b o d i e s . No t wi t h s t a n d i n g t h e a r g u me n t
t h a t p u b l i c b o d i e s s u c h a s h o u s i n g a u t h o r i t i e s a r e e x p e r i e n c e d
i n ma n a g e me n t , t h e r e a r e ma n y a r e a s wi t h a n e e d f o r f a r m l a b o r
h o u s i n g wi t h o u t a h o u s i n g a u t h o r i t y . Th e r e a r e a l s o h o u s i n g
a u t h o r i t i e s wh i c h r e f u s e t o s p o n s o r f a r m l a b o r h o u s i n g . Fa r m-
wo r k e r s wh o l i v e i n a r e a s wi t h o u t a h o u s i n g a u t h o r i t y o r wi t h
o n e t h a t r e f u s e s t o s p o n s o r f a r m l a b o r h o u s i n g s h o u l d n o t
b e p e n a l i z e d . Th e p r i o r i t y f o r f u n d i n g a p p l i c a t i o n s s h o u l d
b e b a s e d p r i ma r i l y u p o n n e e d . Th e r e f o r e , p r i v a t e a n d n o n p r o f i t
o r g a n i z a t i o n s s h o u l d b e c o n s i d e r e d o n a n e q u a l b a s i s wi t h
p u b l i c b o d i e s i n a p p l y i n g f o r f a r m l a b o r h o u s i n g f u n d s . Th i s
a me n d me n t wo u l d a c c o mp l i s h t h a t p u r p o s e .
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Se c t i o n 1 1 - P r o v i d i n g t h a t 6 0 % o f I n s u r e d Ru r a l Ho u s i n g Lo a n s
g o t o l o w- i n c o me f a mi l i e s

Th i s a me n d me n t wo u l d r e q u i r e t h a t n o l e s s t h a n 6 0 p e r c e n t
o f a l l i n s u r e d Se c t i o n 5 0 2 s i n g l e f a mi l y a n d Se c t i o n 5 1 5 r u r a l
r e n t a l l o a n s g o t o l o w- i n c o me f a mi l i e s , a s d e f i n e d b y t h e
Se c r e t a r y . Up t o t h i s p o i n t , t h e y e a r l y FmHA a p p r o p r i a t i o n s
b i l l h a s c o n t a i n e d l a n g u a g e t o d o t h i s . P l a c i n g t h i s p r o v i s i o n
i n t h e a u t h o r i z i n g l e g i s l a t i o n s t r e n g t h e n s t h e i n t e n t o f
Co n g r e s s t h a t t h e s e p r o g r a ms s e r v e t h o s e mo s t i n n e e d o f d e c e n t
h o u s i n g .

Se c t i o n 1 2 - Av a i l a b i l i t y o f Ru r a l Ho u s i n g Fu n d s

Th i s s e c t i o n wo u l d r e q u i r e t h e Se c r e t a r y t o a l l o c a t e f u n d s
t o a s s u r e ma x i mu m a v a i l a b i l i t y a n d u s e d u r i n g p e a k c o n s t r u c t i o n
p e r i o d s .

Th e S e c r e t a r y h a s , a t t i me s , u s e d t h e v e h i c l e o f mo n t h l y
a l l o c a t i o n s t o F mHA, a n d i n t u r n t o t h e s e v e r a l s t a t e s , a s a
me a n s o f s l o wi n g d o wn t h e p r o g r a m. Wh i l e s u c h mo n t h l y a l l o c a t i o n s
d o p r o v i d e a c o n t r o l l e d a n d f i x e d d o l l a r f l o w, t h e g a i n s i n
b u d g e t ma n a g e me n t a r e o f f s e t n o t o n l y b y t h e e f f e c t o n t h e c o n -
s u me r , b u t u p o n t h e h o u s i n g i n d u s t r y , a s we l l .

Du r i n g F i s c a l Ye a r 1 9 7 6 t h e u s e o f mo n t h l y a l l o c a t i o n s
wa s i mp l e me n t e d i n b o t h t h e Se c t i o n 5 0 2 a n d Se c t i o n 5 1 5 p r o g r a ms .
I t p r o v e d t o t a l l y u n wo r k a b l e i n t h e 5 1 5 p r o g r a m wa s d r o p p e d ,
wh i l e c o n t i n u i n g i n Se c t i o n 5 0 2 . Th e r e s u l t wa s c h a o s . Ap p l i c a n t s
o n l o n g wa i t i n g l i s t s we r e f o r c e d t o wa i t l o n g e r f o r p r o c e s s i n g .
Ma n y b u i l d e r s , c o n s t r u c t i n g d we l l i n g s u n d e r t h e FmHA c o n d i t i o n a l
c o mmi t me n t p r o g r a m, f o u n d t h e ms e l v e s wi t h c o mp l e t e d u n i t s
a n d n o wa y t o g a i n t i me l y p r o c e s s i n g f o r p o t e n t i a l b u y e r s u n a b l e
t o r a p i d l y a d v a n c e t h r o u g h a wa i t i n g l i s t t h a t h a d b e e n d r a ma t i c a l l y
a f f e c t e d b y mo n t h l y q u o t a s .

At i s s u e i s wh e t h e r c e r t a i n ma n a g e me n t t o o l s s h o u l d b e
e mp l o y e d i f t h e y t h r e a t e n a n d d a ma g e r e s p o n s i b l e h o u s i n g p r o -
d u c t i o n , i n c l u d i n g t h e f i n a n c i a l r e s o u r c e s o f s ma l l b u i l d e r s .
Th e p r o p o s e d a me n d me n t wo u l d a s s i s t c o n s u me r s a n d b u i l d e r s b y
a s s u r i n g t h a t f u n d s a r e a v a i l a b l e , t o t h e ma x i mu m e x t e n t , d u r i n g
p e a k c o n s t r u c t i o n p e r i o d s i n e a c h s t a t e .

Se c t i o n 1 3 - Ch a n g e s i n t h e Gu a r a n t e e d Lo a n P r o g r a m

Th e FmHA i s a l e n d e r o f l a s t r e s o r t , wh o s e p r o g r a ms a r e
d e s i g n e d t o s e r v e t h o s e r u r a l p e o p l e wh o c a n n o t o b t a i n c r e d i t
f r o m o t h e r s o u r c e s , p u b l i c o r p r i v a t e . I f t h e r e i s a l e n d e r i n
a r u r a l c o mmu n i t y wi l l i n g t o p a r t i c i p a t e i n a f e d e r a l p r o g r a m
t o a s s i s t l o w- a n d mo d e r a t e - i n c o me f a mi l i e s , i t s h o u l d l o o k
t o t h e HUD/ F HA g u a r a n t e e p r o g r a ms f i r s t . Th e FmHA g u a r a n t e e d
l o a n s s h o u l d o n l y b e u s e d wh e n n o o t h e r r e s o u r c e i s a v a i l a b l e .

Th e g u a r a n t e e p r o g r a m s h o u l d a l s o b e l i mi t e d t o t h o s e
wh o s e i n c o me s a r e a b o v e t h o s e d e f i n e d a s mo d e r a t e b y t h e
l e g i s l a t i o n . Th e s e a r e f a mi l i e s n o t p r e s e n t l y s e r v e d b y t h e
d i r e c t l o a n p r o g r a ms o f t h e FmHA a n d g e n e r a l l y n o t s e r v e d b y
p r i v a t e f i n a n c i a l i n s t i t u t i o n s . Th e y a r e t h e t e a c h e r s , p o l i c e
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a n d f i r e o f f i c e r s , mi n e wo r k e r s , a n d o t h e r s wh o a r e e s s e n t i a l
t o t h e r u r a l e c o n o my , b u t wh o a r e o f t e n u n a b l e t o p u r c h a s e
t h e i r o wn h o me s .

Th e FmHA p r o g r a ms a r e u n i q u e l y s u i t e d t o t h e n e e d s
o f r u r a l Ame r i c a . Th e ma k i n g a n d s e r v i c i n g o f d i r e c t l o a n s
o u t o f c o u n t y o f f i c e s f o r m t h e k e y e l e me n t i n t h e s u c c e s s o f
t h e F mHA h o u s i n g p r o g r a ms . I mp l e me n t a t i o n o f t h e g u a r a n t e e d
l o a n p r o g r a m we a k e n s t h e e x i s t i n g e f f o r t s b y r e q u i r i n g t h a t
F mHA c o u n t y s u p e r v i s o r s s e r v i c e g u a r a n t e e d l o a n s i n a d d i t i o n
t o t h e r e g u l a r h e a v y wo r k l o a d s wh i c h mo s t h a v e t o b e a r .
Th i s s e c t i o n wo u l d p l a c e a l l p r o c e s s i n g a n d s e r v i c i n g r e -
s p o n s i b i l i t i e s f o r t h e g u a r a n t e e d l o a n p r o g r a m i n t h e FmHA
s t a t e o f f i c e s . Th i s wo u l d a l l o w s t a t e o f f i c e s p e c i a l i s t s t o
h a n d l e t h e g u a r a n t e e p r o g r a m a n d e n a b l e t h e c o u n t y s u p e r v i s o r
t o g i v e f u l l a t t e n t i o n t o t h e n e e d i e s t f a mi l i e s .

F i n a l l y , t h i s s e c t i o n wo u l d r e q u i r e t h a t a u t h o r i t y f o r
g u a r a n t e e d r u r a l h o u s i n g l o a n s b e s e p a r a t e f r o m i n s u r e d l o a n
a u t h o r i t y a n d wo u l d p r e v e n t t h e S e c r e t a r y f r o m c o mmi n g l i n g f u n d s
wi t h o u t s p e c i f i c Co n g r e s s i o n a l a u t h o r i t y . Th i s i s d o n e t o p r e -
v e n t a wa t e r i n g d o wn o f t h e f e d e r a l c o mmi t me n t t o l o w a n d
mo d e r a t e i n c o me r u r a l f a mi l i e s a n d e l d e r l y b y s h i f t i n g f u n d s
f r o m t h e i n s u r e d p r o g r a m t o t h e g u a r a n t e e d p r o g r a m o r a s i s
t h e c a s e n o w, c o u n t i n g g u a r a n t e e d l o a n s a g a i n s t t h e o v e r a l l
c o mmi t me n t .
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Se c t i on 14 - Home owne r s h i p Subs i dy f o r Low I nc ome Pe o p l e

Home owne r s h i p ha s be c ome a r e a l i s t i c a l t e r na t i ve f o r f e we r
a nd : f e we r r u r a l hou s e ho l d s ove r t he l a s t s e ve r a l y e a r s . The
a ve r a ge i n i t i a l FmHA Se c t i on 502 l oa n i n FY 19 69 wa s $ 1 0 , 0 8 3
a nd a t 1 p e r c e n t i n t e r e s t r e qu i r e d an a nnua l mor t ga ge p a yme n t
o f $ 36 0 . By 19 7 6 t he a ve r a ge i n i t i a l 502 l oa n ha d r i s e n t o
$ 21 , 470 wi t h a n a nnua l p a y me nt a t 1% i n t e r e s t o f $ 765 . Ta xe s
a nd u t i l i t y c os t s ha ve i nc r e a s e d a t a n e ve n h i ghe r r a t e i n
mos t a r e a s o f t he c o un t r y . By FY 1 9 7 5 , t he a ve r a ge g r os s a nnu a l
i nc ome f o r a l l 50 2 r e c i p i e n t s ha d c l i mbe d t o $ 8 , 7 41 a nd t he
c on t i nu i ng na t i o nwi de t r e a d o f i nc r e a s i n g l a nd a nd c o ns t r uc t i on
c os t s , p r o mi s e s t o s e nd t hi s f i gur e f u r t he r upwa r d . Du r i ng
De c e mbe r o f 1 9 7 6 , t he Pe n ns y l va n i a s t a t e FmHA no t e d t h a t mo de s t
ne w home s c ou l d no t be bo ugh t by FmHA bor r owe r s f o r l e s s t h a n
$ 28 , 000 a nd t ha t mo r e o f t e n t he c os t wa s r unn i ng f r o m $ 30 , 0 00
t o $ 32 , 00 0 .

FmHA' s own r e gu l a t i on s ha ve c a us e d i nc r e a s i n g p r i s e s . For
e x a mpl e , s t r i ng e n t s i t e r e q u i r e me nt s , i nc l ud i ng a p r i o r i t y
f o r c e n t r a l l y s e r ve d l oc a t i o ns ha ve b r ough t a bou t a ma r ke d
i nc r e a s e i n t he c os t o f l o t s . Whi l e t he s i t e po l i c y wa s f o r mul a t e d
t o p r o t e c t c ommuni t i e s a nd c on s ume r s , t he un i n t e nde d e f f e c t
ha s be e n t o ge ne r a t e h i ghe r c o s t s .

I n s h o r t , Se c t i on 50 2 i n t e r e s t c r e d i t l oa n s no l ong e r c a n
e f f e c t i ve l y s e r ve l ow i n c o me r u r a l f a mi l i e s . I n t hos e f e w
i ns t a nc e s wh e r e t he y do i t i s be c a us e o f unus ua l c i r c ums t a n c e s ,
s uc h a s ve r y l ow t a x a nd u t i l i t y c o s t s . Or i t i s be c a us e o f
s o me o t he r c os t s a v i ng s c h e me , s u c h a s mu t ua l s e l f - he l p hous i ng
or s u bs i d i z e d ma npo we r p r o gr a ms . The i mpa c t o f t he s e de v i c e s
i s a l mos t ne g l i g i b l e i n c o mpa r i s on wi t h t he o ve r a l l ne e d .

Th i s a me ndme n t wo ul d p r ov i de FmHA wi t h a n a dd i t i on a l t o o l t o
hous e t he e s t i ma t e d 1 , 8 mi l l i on o r mor e r u r a l hou s e ho l d s t oo
po or t o qua l i f y f o r t h e ongo i ng FmHA p r og r a ms . Whi l e ma n y c a n
be s e r v e d t h r ough i mp l e me nt a t i on o f t he r u r a l r e n t s up p l e me nt
p r ogr a m a nd t h r oug h t he c o mb i na t i on o f HUD Se c t i on 8 a nd FmHA
51 5 r e n t a l p r o g r a ms , ma ny o t h e r s , pa r t i c u l a r l y f a mi l i e s o f f our
o r mo r e , c a nn o t b e a s s i s t e d t h r ough t he s e p r og r a ms . I f t he r e
i s no a va i l a b l e hous i n g a u t h o r i t y , no np r of i t , l i mi t e d p r o f i t
o r f o r - p r o f i t de ve l o pe r i n t e r e s t e d i n r e n t a l h ou s i n g , o r i f
l a r ge e nough un i t s a r e no t a v a i l a b l e , t he r u r a l hou s e ho l d s t oo
p oo r f o r a n i n t e r e s t c r e d i t home owne r s h i p l o a n mus t c on t i nue
t o l i ve unde r s ubs t a nd a r d c o nd i t i on s . Mo r e ov e r , p e op l e who
do no t l i ve i n a n e s t a b l i s h e d p l a c e o r t own wi t h a de qua t e wa t e r
a nd s e we r f a c i l i t i e s c a nn o t o b t a i n FmHA r e n t a l a s s i s t a n c e . I n
a d d i t i on , t he de s i r e f o r home owne r s h i p i s ve r y s t r o ng a mong
mo s t r u r a l f a mi l i e s .

Th i s a me ndme n t wo ul d a u t ho r i z e FmHA t o s ub s i d i z e t he d i f f e r e n c e
be t we e n 151 o f a nnu a l g r os s i nc ome a nd t he c os t s o f p r i nc i pa l
a nd i n t e r e s t , p r o pe r t y t a x e s , i n s u r a nc e , u t i l i t i e s a nd ma i n t e na nc e .
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Th i s mi n i mu m p a y me n t b y t h e l o w i n c o me h o u s e h o l d i s t h e s a me a mo u n t
a s r e q u i r e d f o r v e r y l o w i n c o me h o u s e h o l d s u n d e r t h e HUD S e c t i o n 8
r e n t a l p r o g r a m.

To i n s u r e t h a t t h e s e s u b s i d y c o s t s a r e r e s t r i c t e d t o s h e l t e r
c o s t s o f t h e f a mi l y a n d t h a t t h e f a mi l y d o e s n o t g a i n a wi n d f a l l
a t t h e e x p e n s e o f t h e g o v e r n me n t b y s e l l i n g t h e h o u s e a t a s u b -
s t a n t i a l p r o f i t , t h i s s e c t i o n wo u l d a l l o w FmHA t o r e c a p t u r e s o me
o f t h e s u b s i d y c o s t s . I f t h e l o w i n c o me f a mi l y we r e t o s e l l t h e
h o u s e a t a p r o f i t , a p o r t i o n o f t h e p r o f i t wo u l d b e p r o v i d e d t o t h e
s e l l e r t o h e l p i n r e l o c a t i o n . Th e r e ma i n d e r , up t o 1 0 0 % o f t h e
s u b s i d y d o l l a r s p r o v i d e d b y FmHA o v e r t h e l i f e o f t h e mo r t g a g e ,
wo u l d b e r e p a i d t o FmHA.

Se c t i o n 1 5 - Ru r a l Re n t a l As s i s t a n c e

Th e r u r a l r e n t s u p p l e me n t p r o g r a m a u t h o r i z e d i n t h e
Ho u s i n g a n d Co mmu n i t y De v e l o p me n t Ac t o f 1 9 7 4 h a s n o t b e e n
i mp l e me n t e d b y t h e Fa r me r s Ho me Ad mi n i s t r a t i o n . On J a n u a r y 1 9 ,
1 9 7 7 , t h e U. S . Di s t r i c t Co u r t f o r t h e Di s t r i c t o f Co l u mb i a h e l d
t h a t t h e S e c r e t a r y o f Ag r i c u l t u r e h a d a b u s e d h i s d i s c r e t i o n i n
r e f u s i n g t o i mp l e me n t t h e p r o g r a m. Th e Se c r e t a r y wa s g i v e n 3 0
d a y s t o r e p o r t t o t h e Co u r t h o w l o n g wo u l d b e n e e d e d t o d e t e r mi n e
wh e t h e r t h e HUD S e c t i o n 8 p r o g r a m, wh i c h t h e p r e v i o u s Ad mi n i s t r a -
t i o n c o n t e n d e d wa s a n e f f e c t i v e s u b s t i t u t e , c o u l d b e t t e r e f f e c t u a t e
t h e g o a l s o f t h e r u r a l r e n t s u p p l e me n t p r o g r a m. Or , a l t e r n a t i v e l y ,
t h e S e c r e t a r y c o u l d s i mp l y i mp l e me n t t h e r e n t s u p p l e me n t p r o g r a m.

Th i s a me n d me n t wo u l d r e q u i r e t h a t t h e h r o g r a m b e i mp l e me n t e d
b y i n s e r t i n g " s h a l l " f o r " ma y " . Th e a me n d me n t wo u l d ma k e c l e a r
t h a t o c c u p a n t s i n c o n g r e g a t e a n d c o o p e r a t i v e h o u s i n g wo u l d
q u a l i f y u n d e r t h e p r o g r a m. I t wo u l d ma k e s u r e t h a t t h e t e n a n t
p a y s 2 5 % o f a d j u s t e d a n n u a l i n c o me , a s d e t e r mi n e d f o r t h e ma j o r
h o me o wn e r s h i p a n d r e n t a l p r o g r a ms . Th e a me n d me n t wo u l d c l a r i f y
t h a t a n y f a r m l a b o r h o u s i n g , f i n a n c e d wi t h a l o a n o r a g r a n t / l o a n
c o mb i n a t i o n , c o u l d r e c e i v e r e n t s u p p l e me n t a s s i s t a n c e i n 1 0 0 % o f
t h e u n i t s .

F i n a l l y , t h e a me n d me n t wo u l d i n c r e a s e t h e p e r c e n t a g e o f
f a mi l y u n i t s wh i c h c o u l d b e a s s i s t e d , t o 4 0 % i n a n y p r o j e c t . F o r
p r o j e c t s i n a r e a s wi t h l a r g e n u mb e r s o f v e r y l o w- i n c o me p e o p l e ,
p a r t i c u l a r l y i n t h e S o u t h , F mHA wo u l d b e r e q u i r e d t o p r o v i d e
a s s i s t a n c e t o mo r e t h a n 4 0 % o f t h e f a mi l i e s i n a n e l i g i b l e p r o j e c t .
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Se c t i o n 1 6 1 6 - Mu t u a l a n d S e l f He l p Ho u s i n g

Th i s a me n d me n t wo u l d a u t h o r i z e t h e Se c r e t a r y t o ma k e l o a n s
t o Se c t i o n 5 2 3 s e l f h e l p t e c h n i c a l a s s i s t a n c e g r a n t e e s t o e n a b l e
t h e g r a n t e e s t o a c q u i r e a s we l l a s o p t i o n l a n d . Ex p e d i t i o u s
a c q u i s i t i o n o f l a n d i s k e y t o t h e p r o p e r a n d e f f i c i e n t f u n c t i o n i n g
o f Se c t i o n 5 2 3 g r a n t e e s . Th e e f f i c i e n t u s e o f g r a n t f u n d s i s d e -
p e n d e n t u p o n a r e a d y s u p p l y o f a v a i l a b l e l a n d f o r f a mi l i e s t o
c o n s t r u c t d we l l i n g s u n d e r t h e s e l f - h e l p me t h o d . Wh e n t h e p r o c e s s
i s s l o we d b e c a u s e l a n d c a n n o t b e p u r c h a s e d , t h e g r a n t c o s t p e r
u n i t c o r r e s p o n d i n g l y i n c r e a s e s .

Se c t i o n 1 7 - S i t e Lo a n Ch a n g e s

Pr o v i d i n g i mp r o v e d s i t e s a t r e a s o n a b l e c o s t s h a s b e c o me a
ma j o r p r o b l e m i n e f f o r t s t o p r o d u c e d e c e n t h o u s i n g i n r u r a l a r e a s .
Se c t i o n 5 2 4 wa s e n a c t e d a s a wa y t o ma k e i t p o s s i b l e f o r n o n p r o f i t
c o r p o r a t i o n s t o p r o v i d e s u c h s i t e s . Un f o r t u n a t e l y t h e p r o g r a m h a s
y e t t o b e u s e d t o a n y s u b s t a n t i a l e x t e n t . Mu c h o f t h i s i s d u e t o
t h e wa y t h e p r o g r a m i s b e i n g i mp l e me n t e d b y t h e a g e n c y . Ho we v e r ,
i n a d d i t i o n t o t h e p r o b l e ms o f a d mi n i s t e r i n g t h e p r o g r a m, c o s t
s a v i n g s a r e n e e d e d i f t h e o v e r a l l c o s t o f d e v e l o p me n t i s t o o h i g h
t o me e t t h e n e e d s o f a l l b u t a v e r y f e w p e o p l e . Th e p r o p o s e d
a me n d me n t i s me a n t t o p r o v i d e a s ma l l c o s t s a v i n g t o t h e e v e n t u a l
h o me b u y e r b y r e d u c i n g t h e i n t e r e s t r a t e f r o m 9 % t o 3 %.

Th e a me n d me n t t o s e c t i o n ( b ) i s t o p r o v i d e f o r p r o f i t a n d
l i mi t e d p r o f i t d e v e l o p e r s i n r u r a l a r e a s a c c e s s t o c a p i t a l i n
o r d e r t o p r o v i d e d e s p e r a t e l y n e e d e d i mp r o v e d b u i l d i n g s i t e s .
Th i s i s d o n e b y e x t e n d i n g t h e g u a r a n t e e a u t h o r i t y t o t h e s i t e
d e v e l o p me n t p r o g r a m. I t i s h o p e d t h a t p r i v a t e l e n d e r s wi l l b e
e n c o u r a g e d t o p r o v i d e c a p i t a l f o r t h i s p u r p o s e b e c a u s e o f t h e
i n c e n t i v e o f g r a n t e e s . Th e a me n d me n t s p e c i f i e s t h a t s e r v i c i n g
f o r s u c h l o a n s wi l l b e ma d e f r o m t h e s t a t e F mHA o f f i c e t o b e
s u r e t h a t t h e ma i n a t t e n t i o n o f t h e c o u n t y o f f i c e s i s f o c u s e d
o n t h e d i r e c t l o a n p r o g r a ms , wh i c h s e r v e t h e l o we r i n c o me f a mi l i e s .

Se c t i o n 1 8 - Ti t l e I n s u r a n c e f o r Re mo t e Cl a i ms o r ' En c u mb a n c e s

Th i s a me n d me n t Wo u l d a u t h o r i z e t h e S e c r e t a r y t o ma k e l o a n s
o n l a n d wh e r e p r i v a t e i n s u r a n c e c o mp a n i e s wi l l n o t p r o v i d e t i t l e
i n s u r a n c e s o l e y b e c a u s e o f r e mo t e o u t s t a n d i n g c l a i ms o r e n c u m-
b r a n c e s o n t i t l e .
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Th e r e v i s i o n h a s p a r t i c u l a r s i g n i f i c a n c e i n t h e f o l l o wi n g
s i t u a t i o n s : ( 1 ) i n t h e s o u t h we s t e r n Un i t e d S t a t e s wh e r e r e mo t e
l a n d c l a i ms , i n c l u d i n g s o me t i t l e c l o u d s i n v o l v i n g Sp a n i s h l a n d
g r a n t s , i n t e r f e r e wi t h t i t l e c l e a r a n c e a n d p r e v e n t p a r t i c i p a t i o n
i n t h e FmHA h o u s i n g p r o g r a ms ; ( 2 ) s o u t h e a s t e r n U. S . wh e r e r e mo t e
h e i r - t i t l e p r o b l e ms a r e p r e v a l e n t a mo n g l a n d o wn e d b y l o we r
i n c o me f a mi l i e s , i n c l u d i n g l a n d s p a s s e d f r o m g e n e r a t i o n t o g e n e r a -
t i o n wi t h o u t b e n e f i t o f t i t l e r e c o r d a t i o n a n d wh e r e f a mi l y
s e r v e r a n c e s h a v e o c c u r r e d wi t h o u t b e n e f i t o f f o r ma l s t r u c t u r e ,
a n d t h e wh e r e a b o u t s o f " l e g a l " h e i r s h a s b e c o me u n k n o wn ; ( 3 ) Al a s k a ,
wh e r e d e l a y s a n d s o me u n c e r t a i n t y ma y p r e v a i l i n l a n d s i n c l u d e d
i n t h e Al a s k a - Na t i v e La n d Cl a i ms Se t t l e me n t Ac t . Ce r t a i n l a n d s
h a v e b e e n d e s i g n e a t e d , y e t i t ma y b e y e a r s b e f o r e t h e g o v e r n me n t
wi l l h a v e c o mp l e t e d a l l s t e p s n e c e s s a r y t o e n s u r e t h e u s e o f
p r i v a t e t i t l e i n s u r a n c e , a s r e q u i r e d b y F mHA: ( 4 ) i n Ma i n e , wh e r e
l i t i g a t i o n b y Ame r i c a n I n d i a n s h a s ma d e a c l o u d e d t i t l e o f a l a r g e
a mo u n t o f l a n d , s o me o f wh i c h mi g h t n o r ma l l y b e i n v o l v e d i n t h e
F mHA h o u s i n g p r o g r a m; ( 5 ) o t h e r a r e a s , i n c l u d i n g Ap p a l a c h i a , wh e r e
c e r t a i n r e mo t e a n d q u e s t i o n a b l e mi n e r a l r i g h t s r e s e r v a t i o n s i n h i b i t
c l e a r t i t l e a n d mo r t g a g i n g .

No f o r ma l u s e o f t h e RHI F wo u l d b e ma d e e x c e p t i n t h e c a s e o f
a n a d v e r s e t i t l e f i n d i n g t h r o u g h t h e c o u r t s . I t i s a n t i c i p a t e d
t h a t s u c h f i n d i n g s wi l l b e l i mi t e d . Th e r e i s p r e c e d e n c e i n t h e
o p e r a t i o n o f t h e FmHA Se c t i o n 5 0 4 p r o g r a m, wh e r e l a n d s wi t h s u c h
r e mo t e t i t l e p r o b l e ms a r e r o u t i n e l y u t i l i z e d a s p e r 7 CF R 1 8 2 2
S u b p a r t B 1 8 2 2 . 2 8 .

Ap p l i c a n t s a n d b o r r o we r s u t i l i z i n g s u c h l a n d s wo u l d n o t b e
r e q u i r e d t o p a y f o r p r i v a t e t i t l e i n s u r a n c e p o l i c i e s . Th e c o n s u me r
wo u l d p a y n o t i t l e i n s u r a n c e f e e , a n d b e l i a b l e o n l y f o r n o r ma l
l e g a l f e e s r e q u i r e d t o a s c e r t a i n a p o s i t i o n o f l a n d t i t l e , wh i c h
i n c l u d e b u t a r e n o t l i mi t e d t o a t i t l e s e a r c h .

A f o r me r c h i e f o f Ru r a l Ho u s i n g f o r F mHA i n Ne w Me x i c o
p r o v i d e d a n a f f i r ma t i v e r e s p o n s e t o t h e p r o p o s a l , n o t i n g i t
c o u l d b r i n g a b o u t a n i n c r e a s e u s e o f t h e S e c t i o n 5 0 2 p r o g r a m i n
t h a t s t a t e . Th e I n d e p e n d e n t Ba n k e r s As s o c i a t i o n h a s a l s o
e n d o r s e d t h e i d e a i n t h e p a s t .

Se c t i o n 1 9 - As s i s t a n t Se c r e t a r y f o r Eq u a l Op p o r t u n i t y

Th e De p a r t me n t o f Ag r i c u l t u r e s h o u l d b e p r o v i d e d a n a d d i t i o n a l
As s i s t a n t S e c r e t a r y f o r Eq u a l Op p o r t u n i t y .

Th e As s i s t a n t Se c r e t a r y s h o u l d a s s i s t t h e Se c r e t a r y ; ( 1 ) i n
a d mi n i s t e r i n g p r o v i s i o n s i n t h e Ci v i l Ri g h t s Ac t o f 1 9 6 4 ( PL8 8 2 - 3 5 2 , 7 8
S t a t . 2 4 1 , 4 2 U. S . C. 2 0 0 0 a ) a n d r e l a t e d Ex e c u t i v e Or d e r s a p p l i c a b l e
t o t h e De p a r t me n t o f Ag r i c u l t u r e a n d i t s a c t i v i t i e s , ( 2 ) i n t h e
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d e v e l o p me n t o f p o l i c y a n d p r o c e d u r e f o r t h e e n f o r c e me n t o f c i v i l
r i g h t s l e g i s l a t i o n a n d e x e c u t i v e o r d e r s wi t h i n t h e De p a r t me n t o f
Ag r i c u l t u r e a n d i n t h e i mp l e me n t a t i o n o f i t s p r o g r a ms , a n d 3 ) i n
t h e a d mi n i s t r a t i o n o f p r o g r a ms a n d a c t i v i t i e s r e l a t i n g t o h o u s i n g
a n d r u r a l d e v e l o p me n t i n a ma n n e r a f f i r ma t i v e l y t o f u r t h e r t h e
p u r p o s e s o f t h e Ci v i l Ri g h t s Ac t o f 1 9 6 4 .

Th e F a r me r s Ho me Ad mi n i s t r a t i o n ' s r e c o r d o n c i v i l r i g h t s i s
i n e x c u s a b l e . Mi n o r i t i e s a r e r e c e i v i n g a d i s p r o p o r t i o n a t e l y s mr . 11 e r
s h a r e o f t h e b e n e f i t s p r o v i d e d b y t h e F mHA' s h o u s i n g p r o g r a ms wh e n
e v a l u a t e d i n t e r ms o f t h e p r o p o r t i o n o f mi n o r i t y f a mi l i e s l i v i n g
i n s u b s t a n d a r d h o u s i n g a n d , a l s o , wh e n me a s u r e d b y t h e n u mb e r wh o
a r e i n c o me e l i g i b l e . F u r t h e r mo r e , mi n o r i t i e s b o r e t h e f u l l we i g h t
o f t h e d e c l i n e i n t h e n u mb e r o f F mHA l o a n s b e t we e n 1 9 7 1 a n d 1 9 7 5 .
Th e e q u a l o p p o r t u n i t y r e g u l a t i o n s o f F mHA l a c k e f f e c t i v e p r o c e d u r e s
f o r u n c o v e r i n g d i s c r i mi n a t o r y p r a c t i c e s a n d p o l i c i e s , c o r r e c t i n g
s u c h p r a c t i c e s a n d p o l i c y i f f o u n d , p r o v i d i n g r e me d i e s f o r t h e
v i c t i ms o f b i a s , a n d i n s u r i n g t h a t t h e F mHA p r o g r a ms a r e a d mi n i s t e r e d
i n a ma n n e r t o a f f i r ma t i v e l y p r o mo t e t h e n a t i o n a l h o u s i n g p o l i c i e s .

Th e e s t a b l i s h me n t o f a n As s i s t a n t S e c r e t a r y wi l l e l e v a t e e q u a l
o p p o r t u n i t y a n d c i v i l r i g h t s wi t h i n t h e De p a r t me n t o f Ag r i c u l t u r e
f r o m i t s p r e s e n t l o we r l e v e l s p o t u n d e r a n As s i s t a n t S e c r e t a r y f o r
Ad mi n i s t r a t i o n . Th e n e w As s i s t a n t S e c r e t a r y wo u l d wo r k d i r e c t l y
wi t h t h e S e c r e t a r y a n d r e i n f o r c e a s t r o n g e r c o mmi t me n t b y t h e
De p a r t me n t o f Ag r i c u l t u r e t o c i v i l r i g h t s i s s u e s .
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S e c t i o n 2 0 - Wa t e r a n d S e we r

Th e a b s e n c e o f d e c e n t wa t e r a n d s e we r r e s o u r c e s i s v e r y n e a r
t h e t o p o f a n y l i s t o f t h e mo s t u r g e n t n e e d s i n r u r a l Ame r i c a . Ov e r
3 0 , 0 0 0 r u r a l c o mmu n i t i e s a r e wi t h o u t a d e q u a t e wa t e r s y s t e ms , a n d
4 4 , 0 0 0 r u r a l c o mmu n i t i e s a r e wi t h o u t a d e q u a t e s e wa g e s y s t e ms . Th i s
i s a n u n t e n a b l e s i t u a t i o n wh i c h r e s u l t s i n s e r i o u s h e a l t h p r o b l e ms
f o r r u r a l p e o p l e . S u c h i n a d e q u a t e b a s i c wa t e r a n d s e we r s y s t e ms a r e
n o t o n l y h e a l t h h a z a r d s b u t a l s o p r e v e n t c o mmu n i t i e s f r o m e x p e r i e n c i n g
e c o n o mi c a n d p o p u l a t i o n g r o wt h . I t wa s e s t i ma t e d s e v e r a l y e a r s a g o ,
t h a t i t wo u l d t a k e $ 1 2 b i l l i o n d o l l a r s t o c o r r e c t t h e s e d e f i c i e n c i e s
i n b a s i c e l e me n t a r y s e r v i c e s t o r u r a l c o mmu n i t i e s . Th e p r e s e n t l e v e l
o f a u t h o r i z e d s p e n d i n g i s s e t a t $ 3 0 0 mi l l i o n . Ev e n t h a t l e v e l o f
s p e n d i n g h a s n e v e r b e e n r e a c h e d , n o t b e c a u s e r u r a l c o mmu n i t i e s a r e
n o t i n t e r e s t e d , b u t b e c a u s e o f a d mi n i s t r a t i v e a c t i o n s o f t h e a g e n c y .
I mp o u n d me n t s , r e s c i s s i o n s , d e f e r r a l s h a v e b e e n a l l t o o c o mmo n .

Ev e n t h o u g h c o mmu n i t i e s wh i c h h a v e r e c e i v e d f u n d s h a v e b e e n
e l i g i b l e f o r g r a n t s t o c o v e r a s mu c h a s 5 0 % o f t h e d e v e l o p me n t c o s t s ,
r e s t r i c t i v e f o r mu l a s h a v e g e n e r a l l y r e d u c e d t h e g r a n t t o 3 0 % o f
d e v e l o p me n t c o s t s . I n ma n y c a s e s , t h e y h a v e p r e c l u d e d l o w- i n c o me
c o mmu n i t i e s f r o m q u a l i f y i n g f o r a s s i s t a n c e a t a l l .

I n o r d e r t o e l i mi n a t e t h e c o n f u s i o n o v e r g r a n t a mo u n t s a n d
t o b r i n g t h e F mHA p r o g r a m i n l i n e wi t h t h e EPA f o r mu l a , t h i s me n d -
me a t wo u l d ma n d a t e g r a n t s t o c o v e r a f l a t 7 5 % o f d e v e l o p me n t c o s t .
I t a l s o wo u l d p r e v e n t F mHA f r o m d e n y i n g a s s i s t a n c e t o a c o mmu n i t y ,
wh i c h r e c e i v e d a 7 5 % F mHA g r a n t a n d a 2 5 % g r a n t f r o m a n o t h e r s o u r c e
( e . g . , t h e s t a t e ) , o n t h e a r b i t r a r y b a s i s t h a t i t wa s t o o p o o r t o
ma i n t a i n t h e s y s t e m.

F i n a l l y , t h e a me n d me n t wo u l d a t t e mp t t o p r e v e n t a b u s e s i n
d e s i g n o f b o t h wa t e r a n d s e we r s y s t e ms b u t p r i ma r i l y s e wa g e s y s t e ms .
I t h a s o f t e n b e e n t h e c a s e t h a t s e wa g e s y s t e ms h a v e b e e n p r o p o s e d
f o r r u r a l c o mmu n i t i e s wh i c h a r e o v e r - d e s i g n e d . Th i s a d d s t o t h e
i n i t i a l c o s t a n d , mo r e i mp o r t a n t l y , r e q u i r e s h i g h o n - g o i n g o p e r a t i n g
a n d ma i n t e n a n c e c o s t s . Th e a me n d me n t i s a n a t t e mp t t o ma k e s c a r c e
r e s o u r c e s s e r v e a s ma n y c o mmu n i t i e s a s p o s s i b l e a n d t o k e e p o n - g o i n g
c o s t s a s l o w a s p o s s i b l e .
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S e c t i o n 2 1 : En e r g y Co n s e r v a t i o n

Th e n e e d f o r e n e r g y c o n s e r v a t i o n c o n s t r u c t i o n me t h o d s i n r e s i d e n t i a l
u n i t s i s r e c o g n i z e d a s a p r i me i n g r e d i e n t o f o u r n a t i o n ' s t o t a l e n e r g y
p l a n . P EA Di r e c t o r J o h n O' Le a r y h a s s t a t e d t h a t e n e r g y c o n s e r v a t i o n
c o n s t r u c t i o n me t h o d s c a n s a v e 3 0 % o f t h e n a t i o n ' s h o me h e a t i n g b i l l
( wh i c h i n a n d o f i t s e l f a c c o u n t s f o r 2 0 % o f o u r e n e r g y u s a g e ) . Th i s
s e c t i o n wo u l d ma n d a t e t h a t t h e S e c r e t a r y i n c o r p o r a t e e n e r g y c o n s e r v a t i o n
c o n s t r u c t i o n t e c h n i q u e s i n t o a l l h o u s i n g f i n a n t e d b y F mHA, wi t h o u t
b e i n g c o n s t r a i n e d b y p r e s e n t s t a n d a r d s o r r e g u l a t i o n s .

Th e n e e d f o r e n e r g y c o n s e r v a t i o n t e c h n i q u e s mu s t b e b a l a n c e d , h o we v e r ,
a g a i n s t t h e f a c t t h a t t h e s e e n e r g y c o n s e r v a t i o n t e c h n i q u e s c o u l d
a f f e c t t h e h o me ' s c o n s t r u c t i o n c o s t t o t h e d e g r e e t h a t c e r t a i n f a mi l i e , f ,
c o u l d t h e o r e t i c a l l y b e c o me i n e l i g i b l e f o r s u c h h i g h e r p r i c e d h o u s i n g .
Th i s i s d u e t o t h e r e q u i r e me n t s t h a t mo r t g a g e p a y me n t s b e a f u n c t i o n
o f i n c o me ( f o r s u b s i d i z e d u n i t s ) . To e n s u r e t h a t n o f a mi l i e s a r e
d i s q u a l i f i e d d u e t o t h e s e c o s t s i n c r e a s e s , t h e S e c r e t a r y s h o u l d t a k e
i n t o a c c o u n t " l i f e c y c l e c o s t " i . e . t h e h o me c o s t s mo r e t o b u i l d ,
b u t o v e r t h e l i f e c y c l e o f t h e mo r t g a g e ( e . g . 3 3 y e a r s ) t h e u t i l i t y
s a v i n g s i n c u r r e d wi l l mo r e t h a n o f f s e t t h e h i g h e r i n i t i a l c o s t s s o t h a t
t h e f a mi l y c a n b e a r t h e b u r d e n . No f a mi l y , o t h e r wi s e q u a l i f i e d , wo u l d
b e d e n i e d . f i n a n c i n g , d u e t o t h e i r u s a g e o f r e a s o n a b l e e n e r g y c o n s e r -
v a t i o n c o n s t r u c t i o n me t h o d s .

Ma n y a r e a s o f t h e c o u n t r y h a v e r e a d i l y a v a i j a b l e h o me h e a t i n g me t h o d s
t h a t a r e f o r b i d d e n o r d i s a l l o we d d u e t o mi n i mu m p r o p e r t y s t a n d a r d s
o r o t h e r r e s t r i c t i o n s b y F mHA. S u c h s o u r c e s a s wo o d ( e . g . Ma i n e ) , s o l a r
( e g . F l o r i d a , Ar i z o n a ) , wi n d ( e . g . Ne w En g l a n d ) , c o a l ( e . g . Oh i o ) ,
h e a t p u mp s ( n a t i o n wi d e ) a r e r e a d i l y a p p l i c a b l e f o r s u p p l e me n t a r y o r
p r i ma r y h o me h e a t i n g s y s t e ms . Th e s e s o u r c e s a r e p r e s e n t l y d i s c o u r a g e d
o r f o r b i d d e n b y F mHA p r a c t i c e s . Th e S e c r e t a r y s h o u l d e n s u r e t h a t
t h e s e s y s t e ms a r e a l l o wa b l e , wh e r e p r a c t i c a l ; a n d s h o u l d r e mo v e i m-
p e d i me n t s t o t h e i r wi d e s p r e a d u s a g e i n h o u s i n g f i n a n c e d u n d e r t h e Ac t .

S e c t i o n 2 2 - At t o r n e y ' s F e e s

Th i s a me n d me n t wo u l d p e r mi t t h e S e c r e t a r y t o u t i l i z e f u n d s i n
t h e Ru r a l Ho u s i n g I n s u r a n c e F u n d t o p a y f o r t h e a t t o r n e y o f a n
a p p l i c a n t wh o h a s b e e n d e n i e d a l o a n a n d b e l i e v e s ( s ) h e h a s b e e n
t r e a t e d u n f a i r l y u n d e r t h e Ho u s i n g Ac t o f 1 9 4 9 . I t wo u l d a l s o a p p l y
t o b o r r o we r s wh o a r e h a v i n g s o me b e n e f i t t a k e n a wa y f r o m t h e m. Th e
a me n d me n t p r o v i d e s , h o we v e r , t h a t f e e s s h o u l d n o t b e p a i d u n d e r t h i s
s e c t i o n t o a t t o r n e y s f o r s e r v i c e s n o t u s u a l l y p e r f o r me d b y a t t o r n e y s ,
s u c h a s p a c k a g i n g l o a n s o r p r o v i d i n g o t h e r t e c h n i c a l s e r v i c e s .
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PROPOSED RURAL HOUSI NG AMENDMENTS OF 1977

S e c t i o n 1 : Ho u s i n g f o r t h e El d e r l y a n d t h e Ha n d i c a p p e d

( a ) Ti t l e V, o f t h e Ho u s i n g Ac t o f 1 9 4 9 i s a me n d e d b y s t r i k i n g

2 t h e p h r a s e s " e l d e r l y p e r s o n s " a n d " o r e l d e r l y p e r s o n s o r e l d e r l y

3 f a mi l i e s " wh e r e v e r t h e y a p p e a r a n d s u b s t i t u t i n g t h e r e f o r e t h e p h r a s e

4 " e l d e r l y o r . h a n d i c a p p e d f a mi l i e s . "

5 ( b ) S e c t i o n 5 0 1 ( b ) ( 3 ) i s d e l e t e d a n d t h e f o l l o wi n g s u b s t i t u t e d

6 t h e r e f o r e :

7 " ( 3 ) F o r t h e p u r p o s e s o f t h i s t i t l e t h e t e r m " e l d e r l y o r h a n d i -

8 c a p p e d f a mi l i e s " me a n s f a mi l i e s wh i c h c o n s i s t o f t wo o r mo r e p e r s o n s

9 a n d t h e h e a d o f wh i c h ( o r h i s s p o u s e ) i s s i x t y - t wo y e a r s o f a g e o r

10 o v e r o r i s h a n d i c a p p e d a n d s u c h t e r m a l s o me a n s a s i n g l e p e r s o n wh o

11 i s s i x t y - t wo y e a r s o f a g e o r o v e r o r i s h a n d i c a p p e d . A p e r s o n s h a l l

1 2 b e c o n s i d e r e d h a n d i c a p p e d i f s u c h p e r s o n i s d e t e r mi n e d , p u r s u a n t

1 3 t o r e g u l a t i o n s i s s u e d b y t h e S e c r e t a r y , t o h a v e a n i mp a i r me n t wh i c h

14 ( A) i s e x p e c t e d t o b e o f l o n g - c o n t i n u e d a n d i n d e f i n i t e d u r a t i o n ,

15 ( B) s u b s t a n t i a l l y i mp e d e s h i s a b i l i t y t o l i v e i n d e p e n d e n t l y , a n d

16 ( C) i s o f s u c h a n a t u r e t h a t s u c h a b i l i t y c o u l d b e i mp r o v e d b y mo r e

17 s u i t a b l e h o u s i n g c o n d i t i o n s . A p e r s o n s h a l l a l s o b e c o n s i d e r e d

18 h a n d i c a p p e d i f s u c h p e r s o n i s a d e v e l o p me n t a l l y d i s a b l e d i n d i v i d u a l

1 9 a s d e f i n e d i n s e c t i o n 1 0 2 ( a ) ( 5 ) o f t h e De v e l o p me n t a l Di s a b i l i t i e s

2 0 S e r v i c e s a n d F a c i l i t i e s Co n s t r u c t i o n Ame n d me n t s o f 1 9 7 0 . Th e

21 S e c r e t a r y s h a l l p r e s c r i b e s u c h r e g u l a t i o n s a s ma y b e n e c e s s a r y t o

2 2 p r e v e n t a b u s e s i n d e t e r mi n i n g , u n d e r t h e d e f i n i t i o n s c o n t a i n e d i n

2 3 t h i s p a r a g r a p h , t h e e l i g i b i l i t y o f f a mi l i e s a n d p e r s o n s f o r a d mi s -

2 4 s i o n t o a n d o c c u p a n c y o f h o u s i n g c o n s t r u c t e d wi t h a s s i s t a n c e u n d e r

2 5 t h i s s e c t i o n . No t wi t h s t a n d i n g t h e p r e c e e d i n g p r o v i s i o n s o f t h i s

2 6 p a r a g r a p h , t h e t e r m ' e l d e r l y o r h a n d i c a p p e d f a mi l i e s ' i n c l u d e s t wo

2 7 o r mo r e e l d e r l y o r h a n d i c a p p e d p e r s o n s l i v i n g t o g e t h e r , o n e o r mo r e

2 8 s u c h p e r s o n s l i v i n g wi t h a n o t h e r p e r s o n wh o i s d e t e r mi n e d ( u n d e r

2 9 r e g u l a t i o n s p r e s c r i b e d b y t h e S e c r e t a r y ) t o b e e s s e n t i a l t o t h e i r

3 0 c a r e o r we l l - b e i n g , a n d t h e s u r v i v i n g me mb e r o r me mb e r s o f a n y
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1 f a mi l y d e s c r i b e d i n t h e f i r s t s e n t e n c e o f t h i s p a r a g r a p h wh o we r e

2 l i v i n g , i n a u n i t a s s i s t e d u n d e r t h i s s e c t i o n , wi t h t h e d e c e a s e d

3 me mb e r o f t h e f a mi l y a t t h e t i me o f h i s o r h e r d e a t h . "

4

5 Se c t i o n 2 : Es c r o w Ac c o u n t s f o r Pa y me n t s o f Ta x e s , I n s u r a n c e a n d

6 Ot h e r Ex p e n s e s

7 Se c t i o n 5 0 1 ( e ) o f t h e Ho u s i n g Ac t o f 1 9 4 9 i s a me n d e d b y s t r i k i n g

8 t h e wo r k " ma y " t h e f i r s t t i me i t a p p e a r s i n t h e f i r s t s e n t e n c e

a n d s u b s t i t u t i n g t h e r e f o r e t h e wo r d " s h a l l . "

10

11

12

1 3

14

Se c t i o n 3 : Ru r a l Ho u s i n g Re s e a r c h

( a ) Se c t i o n 5 0 6 ( b ) o f t h e Ho u s i n g Ac t o f 1 9 4 9 i s a me n d e d t o

r e a d a s f o l l o ws :

" ( b ) Th e Se c r e t a r y i s f u r t h e r a u t h o r i z e d a n d d i r e c t e d t o c o n d u c t

15 r e s e a r c h , t e c h n i c a l s t u d i e s a n d d e mo n s t r a t i o n s r e l a t i n g t o t h e

16 mi s s i o n a n d p r o g r a ms o f t h e a g e n c y ( F mHA) a n d t h e n a t i o n a l h o u s i n g

17 g o a l s d e f i n e d i n Se c t i o n 2 o f t h e Ho u s i n g Ac t o f 1 9 4 9 ( 4 2 US C 1 4 4 1 ) .

18 Th i s s h a l l i n c l u d e e f f o r t s t o p r o mo t e t h e c o n s t r u c t i o n o f a d e q u a t e

19
f a r m a n d o t h e r r u r a l h o u s i n g , wi t h p a r t i c u l a r a t t e n t i o n t o t h e h o u s i n g

2 0 n e e d s o f t h e e l d e r l y , h a n d i c a p p e d , mi g r a n t a n d s e a s o n a l f a r mwo r k e r s ,

21
I n d i a n s , a n d o t h e r i d e n t i f i a b l e g r o u p s wi t h s p e c i a l n e e d s , f o r t h e

2 2
p u r p o s e o f s t i mu l a t i n g c o n s t r u c t i o n , i mp r o v i n g t h e a r c h i t e c t u r a l

'

2 3
d e s i g n a n d u t i l i t y o f s u c h d we l l i n g s a n d b u i l d i n g s , a n d u t i l i z i n g n e w

2 4
' a n d n a t i v e ma t e r i a l s , e c o n o mi e s i n ma t e r i a l s a n d c o n s t r u c t i o n me t h o d s ,

2 5 a n d n e w me t h o d s o f p r o d u c t i o n , d i s t r i b u t i o n , a s s e mb l y , a n d c o n s t r u c -

2 6
t i o n , wi t h a v i e w t o r e d u c i n g t h e c o s t o f s u c h d we l l i n g s a n d . b u i l d i n g s

2 7 a n d a d a p t i n g a n d d e v e l o p i n g f i x t u r e s a n d a p p u r t e n a n c e s f o r mo r e

2 8 e f f i c i e n t a n d e c o n o mi c a l f a r m a n d o t h e r r u r a l h o u s i n g u s e . "

29 ( b ) Se c t i o n 5 0 6 ( c ) o f t h e Ho u s i n g Ac t o f 1 9 4 9 i s a mme n d e d

3 0 t o r e a d a s f o l l o ws :
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" ( c ) Th e Se c r e t a r y i s f u r t h e r a u t h o r i z e d t o c a r r y o u t a p r o g r a m

o f r e s e a r c h , s t u d y , a n d a n a l y s i s o f r u r a l h o u s i n g i n t h e Un i t e d S t a t e s

t o d e v e l o p d a t a a n d i n f o r ma t i o n o n-

" ( 1 ) t h e a d e q u a c y o f e x i s t i n g r u r a l h o u s i n g ;

" ( 2 ) t h e n a t u r e a n d e x t e n t o f c u r r e n t a n d p r o s p e c t i v e n e e d s

f o r r u r a l h o u s i n g , i n c l u d i n g n e e d s f o r f i n a n c i n g , s u b s i d i e s a n d

i mp r o v e d d e s i g n , u t i l i t y , a n d c o mf o r t , a n d t h e b e s t me t h o d s

o f s a t i s f y i n g s u c h n e e d s ;

" ( 1 ) t h e a d e q u a c y o f t h e r u r a l h o u s i n g s t o c k t o me e t t h e s p e -

c i a l n e e d s o f t h e e l d e r l y , t h e h a n d i c a p p e d , f a r mwo r k e r s a n d I n d i a n s

a n d t h e b e s t me t h o d s o f s a t i s f y i n g s u c h n e e d s ;

" ( 4 ) p r o b l e ms f a c e d b y r u r a l p e o p l e , i n c l u d i n g f a r me r s , e l i g i b l e

u n d e r Se c t i o n 5 0 1 i n p u r c h a s i n g , c o n s t r u c t i n g , i mp r o v i n g , a l t e r i n g ,

r e p a i r i n g , a n d r e p l a c i n g t h e i r h o u s i n g ;

" ( 5 ) r u r a l g r o wt h p a t t e r n s a n d t h e i n t e r r e l a t i o n o f r u r a l h o u s i n g

p r o b l e ms a n d t h e p r o b l e ms o f h o u s i n g i n u r b a n a n d s u b u r b a n a r e a s ;

" ( 6 ) t h e s t a t u s o f c o mmu n i t y f a c i l i t i e s a n d s e r v i c e s i n r u r a l

a r e a s , p r o b l e ms r e s u l t i n g f r o m i n a d e q u a t e f a c i l i t i e s a n d s e r v i c e s

a n d r e c o mme n d a t i o n s t o a l l e v i a t e a n y p r o b l e ms f o u n d ; a n d

" ( 7 ) a n y o t h e r ma t t e r s b e a r i n g u p o n t h e p r o v i s i o n o f a d e q u a t e

r u r a l h o u s i n g a n d r e l a t e d c o mmu n i t y f a c i l i t i e s . "

( c ) Se c t i o n 5 0 6 ( d ) o f t h e Ho u s i n g Ac t o f 1 9 4 9 i s a me n d e d t o

r e a d a s f o l l o ws :

" ( d ) I n o r d e r t o c a r r y o u t t h e ma n d a t e o f t h i s 
S e c t i o n , t h e

Se c r e t a r y s h a l l e s t a b l i s h a r e s e a r c h 
d i v i s i o n wi t h i n t h e F a r me r s

Ho me Ad mi n i s t r a t i o n , wh i c h s h a l l h a v e a u t h o r i t y t o u n d e r t a k e , - o r

t o c o n t r a c t wi t h a n y p u b l i c o r p r i v a t e b o d y t o 
u n d e r t a k e , r e s e a r c h

a u t h o r i z e d b y t h i s S e c t i o n . "

( d ) Se c t i o n 5 0 6 o f t h e Ho u s i n g Ac t o f 1 9 4 9 i s a me n d e d b y a d d i n g

a n e w s u b s e c t i o n ( f ) t o r e a d a s f o l l o ws :
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1 " ( f ) Th e Se c r e t a r y s h a l l c o n d u c t a s t u d y o f t h e l o c a t i o n ,
4

2 n u mb e r s , q u a l i t y , c o n d i t i o n a n d c o s t t o o c c u p a n t s , o f mi a r a n t f a r m

3 l a b o r h o u s i n g u n i t s , a n d r e p o r t h i p f i n d i n a s t o t h e Co n a r e s s , a l o n a
w

4 wi t h r e c o mme n d a t i o n s f o r c o r r e c t i n g a n y d e f i c i e n c i e s d i s c o v e r e d i n

5 l o c a t i o n , n u mb e r s o r c o n d i t i o n o f t h e h o u s i n g a v a i l a b l e f o r

6 mi g r a n t f a r m l a b o r e r s , s u c h r e p o r t t o b e ma d e o n e y e a r f o l l o wi n g

7 S e c t i o n 4 : Co mp e n s a t i o n Fo r Co n s t r u c t i o n De f e c t s

8 Se c t i o n 5 0 9 o f t h e Ho u s i n g Ac t o f 1 9 4 9 i s a me n d e d b y a d d i n g n e w

9 s u b s e c t i o n s ( c ) , ( d ) , ( e ) , ( f ) a n d ( g ) t o r e a d a s f o l l o ws :

10 " ( c ) Th e Se c r e t a r y i s a u t h o r i z e d wi t h r e s p e c t o f a n y d we l l i n g o r

11 o t h e r s t r u c t u r e b u i l t o r p u r c h a s e d ( n o t p r e v i o u s l y o c c u p i e d ) wi t h

12 f i n a n c i a l a s s i s t a n c e a u t h o r i z e d b y t h i s t i t l e wh i c h h e f i n d s t o

1 3 h a v e s t r u c t u r a l o r o t h e r c o n d i t i o n s n o t i n c o n f o r ma n c e wi t h s u c h

14 s t a n d a r d s a s h e h a s p r e s c r i b e d u n d e r s u b s e c t i o n ( a ) , t o ma k e

15 e x p e n d i t u r e s f o r ( 1 ) c o r r e c t i n g s u c h d e f e c t s , ( 2 ) p a y i n g t h e c l a i ms

16 o f t h e o wn e r o f t h e p r o p e r t y a r i s i n g f r o m s u c h d e f e c t s o r ( 3 )

17 a c q u i r i n g t i t l e t o t h e p r o p e r t y ; P r o v i d e d , t h a t s u c h a s s i s t a n c e

18 i s r e q u e s t e d b y t h e o wn e r o f t h e p r o p e r t y n o t l a t e r t h a n f o u r

19 y e a r s a f t e r f i n a n c i a l a s s i s t a n c e u n d e r t h i s t i t l e i s r e n d e r e d , o r

2 0 i n t h e c a s e o f p r o p e r t y a s s i s t e d mo r e t h a n f o u r y e a r s p r i o r t o

21 t h e p a s s a g e o f t h i s Ac t , n o t l a t e r t h a n 1 8 mo n t h s f r o m t h e p a s s a g e

2 2 o f t h i s Ac t .

2 3 " ( d ) Th e Se c r e t a r y i s a u t h o r i z e d wi t h r e s p e c t t o a n y p r e v i o u s l y

2 4 o c c u p i e d d we l l i n g o r o t h e r s t r u c t u r e p u r c h a s e d wi t h f i n a n c i a l

2 5 a s s i s t a n c e a u t h o r i z e d b y t h i s t i t l e wh i c h h e f i n d s t o h a v e

2 6 s t r u c t u r a l o r o t h e r c o n d i t i o n s n o t i n c o n f o r ma n c e wi t h g u c h

2 7 s t a n d a r d s a s h e h a s p r e s c r i b e d u n d e r s u b s e c t i o n ( a ) , t o ma k e

2 8 e x p e n d i t u r e s f o r ( 1 ) c o r r e c t i n g s u c h d e f e c t s , ( 2 ) p a y i n g t h e c l a i ms

2 9 o f t h e o wn e r o f t h e p r o p e r t y a r i s i n g f r o m s u c h d e f e c t s , o r ( 3 )

3 0
a c q u i r i n g t i t l e t o t h e p r o p e r t y ; Pr o v i d e d t h a t s u c h a s s i s t a n c e
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i s r e q u e s t e d b y t h e o wn e r o f t h e p r o p e r t y n o t l a t e r t h a n t wo y e a r s

a f t e r f i n a n c i a l a s s i s t a n c e u n d e r t h i s t i t l e i s r e n d e r e d , o r i n

t h e c a s e o f p r o p e r t y a s s i s t e d mo r e t h a n t wo y e a r s p r i o r t o t h e

p a s s a g e o f t h i s Ac t , n o t l a t e r t h a n 1 8 mo n t h s f r o m t h e p a s s a g e

o f t h i s Ac t .

( e ) Th e S e c r e t a r y s h a l l ma k e s u c h e x p e n d i t u r e s a s a r e p r o v i d e d

p u r s u a n t t o s u b s e c t i o n s ( c ) a n d ( d ) a f t e r f i n d i n g t h a t s t r u c t u r a l

o r o t h e r c o n d i t i o n s n o t i n c o n f o r ma n c e wi t h s u c h s t a n d a r d s a s h e

p r e s c r i b e d u n d e r s u b s e c t i o n ( a ) e x i s t . I f t h e S e c r e t a r y s u b -

s e q u e n t l y e s t a b l i s h e s t h a t t h e d e f e c t i s o n e t h a t d i d n o t e x i s t ,

o r wa s n o t c a u s e d b y a c o n d i t i o n t h a t e x i s t e d , o n t h e d a t e t h a t

f i n a n c i a l a s s i s t a n c e u n d e r t h i s t i t l e wa s r e n d e r e d a n d i s n o t

s u c h a d e f e c t t h a t a p r o p e r i n s p e c t i o n o f t h e p r o p e r t y , o r t h e

p l a n s a n d s p e c i f i c a t i o n s f o r c o n s t r u c t i o n , c o u l d r e a s o n a b l y b e

e x p e c t e d t o d i s c l o s e , t h e S e c r e t a r y ma y c o n v e r t t h e a s s i s t a n c e

p r o v i d e d i n t o a l o a n i n a c c o r d a n c e wi t h S e c t i o n 5 0 2 . Al t e r n a t i v e l y ,

t h e o wn e r ma y r e q u e s t t h a t t h e S e c r e t a r y ma k e h i s d e t e r mi n a t i o n

c o n c e r n i n g t h e d e f e c t p r i o r t o ma k i n g e x p e n d i t u r e s f o r t h e p u r p o s e

o f r e p a i r i n g t h e d e f e c t . I n t h e c a s e . of a s s i s t a n c e r e n d e r e d u n d e r

s u b s e c t i o n ( c ) mo r e t h a n f o u r y e a r s b e f o r e t h e p a s s a g e o f t h i s Ac t

a n d u n d e r s u b s e c t i o n ( d ) mo r e t h a n t wo y e a r s b e f o r e p a s s a g e o f

t h i s Ac t , t h e S e c r e t a r y i s a u t h o r i z e d t o wi t h h o l d a s s i s t a n c e i f

t h e a p p l i c a n t f o r a s s i s t a n c e d o e s n o t e s t a b l i s h t h a t t h e d e f e c t

i s o n e t h a t e x i s t e d , o r wa s c a u s e d b y a c o n d i t i o n t h a t e x i s t e d

o n t h e d a t e t h e f i n a n c i a l a s s i s t a n c e u n d e r t h i s t i t l e wa s r e n d e r e d

a n d i s s u c h a d e f e c t t h a t a p r o p e r i n s p e c t i o n o f t h e p r o p e r t y o r

t h e p l a n s a n d s p e c i f i c a t i o n s f o r c o n s t r u c t i o n , c o u l d r e a s o n a b l y b e

e x p e c t e d t o d i s c l o s e . Th e S e c r e t a r y ma y r e q u i r e f r o m t h e s e l l e r

o f , o r c o n t r a c t o r f o r , a n y p r o p e r t y r e c e i v i n g f i n a n c i a l a s s i s t a n c e

u n d e r t h i s t i t l e a n a g r e e me n t t o r e i mb u r s e t h e S e c r e t a r y f o r a n y
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- 6 -

p a y me n t s ma d e wi t h r e s p e c t t o a n y s u c h p r o p e r t y u n d e r e i t h e r s u b -

s e c t i o n ( c ) o r ( d ) . Ex p e n d i t u r e s p u r s u a n t t o s u b s e c t i o n s ( c ) o r

( d ) o f t h i s S e c t i o n ma y b e p a i d f r o m t h e Ru r a l Ho u s i n g I n s u r a n c e

F u n d c r e a t e d b y S e c t i o n 5 1 7 .

" ( f ) Th e S e c r e t a r y s h a l l i s s u e r u l e s a n d r e g u l a t i o n s f o r t h e

o r d e r l y p r o c e s s i n g o f a p p l i c a t i o n s f o r a s s i s t a n c e u n d e r s u b s e c t i o n s

( c ) a n d ( d ) a n d r u l e s a n d r e g u l a t i o n s p r o v i d i n g f o r d u e p r o c e s s

r e v i e w o f a n y d e t e r mi n a t i o n ma d e u n d e r t h e a u t h o r i t y o f t h e S e c r e t a r y

d e n y i n g a s s i s t a n c e u n d e r s u b s e c t i o n ( 3 ) . Th e S e c r e t a r y s h a l l a l s o

ma i n t a i n r e c o r d s i n t h e n a t i o n a l o f f i c e o f a l l r e q u e s t s f o r a s s i s t a n c e

f i l e d a n d t h e d i s p o s i t i o n o f t h e r e q u e s t s .

" ( g ) No p r o v i s i o n o f t h i s s e c t i o n i s t o b e c o n s t r u e d a s p r e -

c l u d i n g t h e o wn e r f r o m s e e k i n g o t h e r r e me d i e s . "

S e c t i o n 5 : F o r e c l o s u r e P r e v e n t i o n

S e c t i o n 5 1 0 ( d ) o f t h e Ho u s i n g Ac t o f 1 9 4 9 i s a me n d e d b y a d d i n g

t h e f o l l o wi n g :

" P r o v i d e d f u r t h e r , t h a t n o f o r e c l o s u r e o r t r a n s f e r a c t i o n wi l l b e

i n i t i a t e d a g a i n s t a n y b o r r o we r wi t h o u t p r i o r n o t i c e a n d c o n s i d e r a t i o n

o f t h e p r o v i s i o n s a n d a v a i l a b i l i t y o f t h e mo r a t o r i u m o n p a y me n t s

p u r s u a n t t o S e c t i o n 5 0 5 . "

S e c t i o n 6 : Ap p e a l s P r o c e d u r e

S e c t i o n 5 1 0 o f t h e Ho u s i n g Ac t o f 1 9 4 9 ( a s a me n d e d b y t h i s Ac t ) i s

f u r t h e r a me n d e d b y a d d i n g a n e w p a r a g r a p h ( g ) a n d r e d e s i g n a t i n g t h e

e x i s t i n g p a r a g r a p h ( g ) a s ( h ) . Th e n e w S e c t i o n 5 1 0 ( g ) r e a d s . a s f o l l o ws :

" ( g ) i s s u e r u l e s a n d r e g u l a t i o n s p r o t e c t i n g t h e r i g h t s o f a l l

p e r s o n s a n d o r g a n i z a t i o n s a p p l y i n g f o r o r r e c e i v i n g a s s i s t a n c e u n d e r

a n y o f t h e s e c t i o n s o f t h e Ho u s i n g Ac t o f 1 9 4 9 , o v e r wh i c h t h e

S e c r e t a r y h a s a u t h o r i t y . S u c h r u l e s a n d r e g u l a t i o n s s h a l l p r o v i d e ,
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wh e n e v e r a p e r s o n o r o r g a n i z a t i o n wh o h a s a p p l i e d f o r a s s i s t a n c e

u n d e r a n y o f t h e s e s e c t i o n s i s d e n i e d s u c h a s s i s t a n c e f o r r e a s o n s

o t h e r t h a n t h e a v a i l a b i l i t y o f f u n d s , o r a d e c i s i o n h a s b e e n ma d e

t o t e r mi n a t e o r r e d u c e a s s i s t a n c e u n d e r a n y o f t h e s e s e c t i o n s t o

a p e r s o n o r o r g a n i z a t i o n t h a t i s a l r e a d y r e c e i v i n g a s s i s t a n c e ,

t h a t s u c h p e r s o n s o r o r g a n i z a t i o n s b e :

( 1 ) g i v e n a d e q u a t e wr i t t e n n o t i c e o f t h e r e a s o n s wh y a s s i s t a n c e

wa s d e n i e d , r e d u c e d o r t e r mi n a t e d ;

( 2 ) g i v e n a d e q u a t e wr i t t e n n o t i c e t h a t t h e y h a v e a r i g h t t o a p p e a l

t h e d e c i s i o n a t a h e a r i n g h e l d i n a c c o r d a n c e wi t h t h e p r o v i s i o n s

o f t h i s S e c t i o n ;

( 3 1 g i v e n a n o p p o r t u n i t y t o a p p e a l t h e d e c i s i o n d e n y i n g , r e d u c i n g

o r t e r mi n a t i n g a s s i s t a n c e t o a n i mp a r t i a l o f f i c i a l wh o h a s t h e

t h e a u t h o r i t y t o r e v e r s e s u c h a d e c i s i o n a f t e r h a v i n g c o n d u c t e d

a h e a r i n g wi t h i n a r e a s o n a b l e t i me a f t e r i t h a s b e e n r e q u e s t e d b y

t h e p e r s o n o r o r g a n i z a t i o n a f f e c t e d b y t h e a d v e r s e d e c i s i o n , a t

wh i c h h e a r i n g t h e a p p e l l a n t h a s t h e r i g h t t o ( a ) p r e s e n t e v i d e n c e

t h r o u g h wi t n e s s e s o r o t h e r wi s e , ( b ) i n s p e c t r e c o r d s a n d d a t a i n t h e

p o s s e s s i o n o f t h e S e c r e t a r y wh i c h p e r t a i n t o t h e a p p e a l , ( c ) c r o s s

e x a mi n e wi t n e s s e s , ( d ) b e r e p r e s e n t e d b y c o u n s e l , a n d ( e ) h a v e t h e

h e a r i n g o f f i c e r ma k e t h e d e c i s i o n o n t h e r e c o r d , i n wr i t i n g , s t a t i n g

t h e r e a s o n s t h e r e f o r e ;

( 4 ) g i v e n t h e o p p o r t u n i t y t o h a v e t h e d e c i s i o n o f t h e h e a r i n g

o f f i c e r r e v i e we d b y t h e S e c r e t a r y .

I n a d d i t i o n t h e r u l e s a n d r e g u l a t i o n s s h a l l p r o v i d e , wh e n e v e r a n y

p e r s o n o r o r g a n i z a t i o n h a s a s s i s t a n c e r e d u c e d o r t e r mi n a t e d a n d t h a t a s

a r e s u l t o f a n a p p e a l o r o t h e r wi s e i t i s d e t e r mi n e d t h a t s u c h a s s i s t a n c e

wa s e r r o n e o u s l y o r i mp r o p e r l y wi t h h e l d , t h a t s u c h a p e r s o n o r o r g a n i z a t i o n

i s e n t i t l e d t o r e c e i v e r e t r o a c t i v e l y a l l b e n e f i t s o r a s s i s t a n c e t h a t h a v e

b e e n wi t h h e l d a s a r e s u l t o f t h e o r i g i n a l d e c i s i o n t o r e d u c e o r 
t e r mi n a t e
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1 a s s i s t a n c e . "

2

3 Se c t i o n 7 : Li mi t a t i o n o n Ad mi n i s t r a t i v e Au t h o r i t y

4 Se c t i o n 5 1 0 ( g ) o f t h e Ho u s i n g Ac t o f 1 9 4 9 i s f u r t h e r a me n d e d b y

5 a d d i n g

6 " : p r o v i d e d t h a t h e s h a l l n o t p r e c l u d e t h e u s e o f a n y p r o g r a m i n

7 t h i s Ti t l e i n a p l a c e , o n t h e b a s i s o f a c t u a l o r p r o j e c t e d p o p u -

8 l a t i o n a l o n e u n l e s s t h o s e r e s t r i c t i o n s a r e c o n t a i n e d i n t h e s p e c i f i c

9 p r o v i s i o n s o f t h i s Ti t l e , o r a r e s p e c i f i c a l l y c o n s i s t e n t wi t h

10 t h e S e c r e t a r y ' s p o l i c y f o r t h e p r e s e r v a t i o n o f a g r i c u l t u r e a n d

11 f o r e s t l a n d . "

12

1 3 Se c t i o n 8 : As s i s t a n c e Au t h o r i z a t i o n s

14 ( a ) Cl a u s e ( b ) o f Se c t i o n 5 1 3 o f t h e Ho u s i n g Ac t o f 1 9 4 9 i s a me n d e d b y

15 s t r i k i n g " $ 8 0 , 0 0 0 , 0 0 0 " a n d s u b s t i t u t i n g t h e r e f o r / " $ 2 0 0 , 0 0 0 , 0 0 0 . " a n d

16 b y s t r i k i n g " J u n e 3 0 , 1 9 7 7 " a n d s u b s t i t u t i n g " Se p t e mb e r 3 0 , 1 9 8 0 . "

17 ( b ) Cl a u s e ( c ) o f Se c t i o n 5 1 3 i s a me n d e d b y s t r i k i n g " $ 8 0 , 0 0 0 , 0 0 0

18 a n d s u b s t i t u t i n g t h e r e f o r " $ 2 3 0 , 0 0 0 , 0 0 0 " a n d b y s t r i k i n g " J u n e 3 0 , 1 9 7 7 "

19 a n d s u b s t i t u t i n g t h e r e f o r " Se p t e mb e r 3 0 , 1 9 8 0 . "

2 0 ( c ) S e c t i o n 5 1 3 ( d ) i s a me n d e d b y a d d i n o t h e f o l l o wi n g : " An d n o t t o

21 e x c e e d $ 1 0 , 0 0 0 , 0 0 0 p e r y e a r d u r i n g t h e p e r i o d b e g i n n i n g J u n e 3 0 , 1 9 7 7 a n d

2 2 e n d i n g Se p t e mb e r 3 0 , 1 9 8 0 . "

2 3 ( d ) Se c t i o n 5 1 4 ( d ) i s a me n d e d b y s t r i k i n g " $ 2 5 , 0 0 0 , 0 0 0 " a n d s u b-

2 4 s t i t u t i n g t h e r e f o r e " $ 5 0 , 0 0 0 , 0 0 0 . "

2 5 ( e ) Se c t i o n s 5 1 5 ( b ) ( 5 ) a n d 5 1 7 ( a ) ( 1 ) a r e a me n d e d b y s t r i k i n g " J u n e 3 0 ,

2 6 1 9 7 7 " a n d s u b s t i t u t i n g t h e r e f o r " Se p t e mb e r 3 0 , 1 9 8 0 . "

2 7 ( f ) Se c t i o n 5 2 3 ( f ) i s a me n d e d b y i n s e r t i n g a f t e r t h e wo r d s " n o t i n

2 8 e x c e s s o f $ 1 0 , 0 0 0 , 0 0 0 f o r a n y s u c h f i s c a l y e a r " t h e wo r d s " a n d n o t t o

2 9 e x c e e d $ 2 0 , 0 0 0 , 0 0 0 p e r y e a r d u r i n g t h e p e r i o d b e g i n n i n g J u n e 3 0 , 1 9 7 7 " a n d

3 0
s u b s t i t u t i n g t h e r e f o r " Se p t e mb e r 3 0 , 1 9 8 0 . "
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1 ( g ) Se c t i o n 5 2 3 ( g ) i s a me n d e d b y a d d i n g a f t e r " J u n e 3 0 , 1 9 7 0 " t h e

2 wo r d s " a n d n o t t o e x c e e d $ 5 mi l l i o n p e r y e a r f o r t h e p e r i o d b e g i n n i n g

3 Oc t o b e r 1 , 1 9 7 7 a n d e n d i n g Se p t e mb e r 3 0 , 1 9 8 0 . "

4 ( h ) Se c t i o n 5 2 5 ( c ) i s a me n d e d b y i n s e r t i n g a f t e r t h e f i r s t s e n t e n c e

5 t h e f o l l o wi n g s e n t e n c e : " Th e r e a r e a l s o a u t h o r i z e d t o b e a p p r o p r i a t e d

6 f o r t h e f i s c a l y e a r s e n d i n g Se p t e mb e r 3 0 , 1 9 7 8 , Se p t e mb e r 3 0 , 1 9 7 9 a n d

7 Se p t e mb e r 3 0 , 1 9 8 0 n o t t o e x c e e d $ 1 0 , 0 0 0 , 0 0 0 p e r y e a r f o r t h e p u r p o s e s

o f s u b s e Ct i o n ( a ) a n d n o t t o e x c e e d $ 1 0 , 0 0 0 , 0 0 0 p e r y e a r f o r t h e p u r p o s e s

9 o f s u b s e c t i o n ( b ) . "

10

11 Se c t i o n 9 : Co n g r e g a t e Ho u s i n g f o r El d e r l y a n d Ha n d i c a p p e d Fa mi l i e s

12 ( a ) Se c t i o n 5 1 5 ( c ) o f t h e Ho u s i n g Ac t o f 1 9 4 9 i s a me n d e d b y a d d i n g t h e

1 3 f o l l o wi n g s e n t e n c e : " Ho we v e r , s p e c i f i c a l l y d e s i g n e d e q u i p me n t r e q u i r e d

14 b y e l d e r l y a n d h a n d i c a p p e d f a mi l i e s s h a l l n o t b e c o n s i d e r e d e l a b o r a t e o r

15

16

17

18

19

2 0

21

2 2

2 3

2 4

2 5

2 6

2 7

2 8

2 9

3 0

e x t r a v a g a n t . "

( b ) Se c t i o n 5 1 5 ( d ) ( 1 ) i s a me n d e d b y a d d i n g t h e f o l l o wi n g : " a n d

Co n g r e g a t e Ho u s i n g f a c i l i t i e s f o r e l d e r l y a n d h a n d i c a p p e d f a mi l i e s wh o

r e q u i r e s o me s u p e r v i s i o n a n d c e n t r a l s e r v i c e s b u t a r e o t h e r wi s e a b l e

t o c a r e f o r t h e ms e l v e s . S u c h h o u s i n g f o r t h e h a n d i c a p p e d ma y b e u t i l i z e d

i n c o n j u n c t i o n wi t h e d u c a t i o n a l a n d t r a i n i n g f a c i l i t i e s , "

( c ) Th e e x i s t i n g Se c t i o n 5 1 5 ( d ) ( 3 ) i s d e l e t e d a n d a n e w Se c t i o n

5 1 5 ( d ) ( 3 ) i s a d d e d t o r e a d a s f o l l o ws :

" ( 3 ) Th e t e r m ' Co n g r e g a t e Ho u s i n g ' me a n s h o u s i n g i n wh i c h ( a )

s o me o f t h e u n i t s ma y n o t h a v e k i t c h e n f a c i l i t i e s , ( b ) t h e r e i s a

c e n t r a l d i n i n g f a c i l i t y t o p r o v i d e wh o l e s o me a n d e c o n o mi c me a l s f o r e l d e r l y

a n d h a n d i c a p p e d f a mi l i e s , a n d ( c ) p r o v i s i o n i s ma d e f o r s u p e r v i s o r y

a s s i s t a n c e , i n c l u d i n g l i v i n g q u a r t e r s f o r l i mi t e d n u mb e r o f p e r s o n n e l . "
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1

- 1 0 -

Se c t i o n 1 0 : Fi n a n c i a l As s i s t a n c e t o Pr o v i d e Lo w- Re n t Ho u s i n g f o r

2 Do me s t i c Fa r m La b o r

S e c t i o n 5 1 6 ( e ) o f t h e Ho u s i n g Ac t o f 1 9 4 9 i s a me n d e d b y a d d i n g t h e

4 f o l l o wi n g s e n t e n c e :

5 " Th e Se c r e t a r y s h a l l n o t g i v e p r i o r i t y f o r f u n d i n g u n d e r t h i s

6 s e c t i o n t o a n y o n e o f t h e g r o u p s o v e r t h e o t h e r s l i s t e d i n ( a ) a b o v e . " .

7

8 S e c t i o n 1 1 : Re d e f i n i t i o n o f " Lo w a n d Mo d e r a t e I n c o me " i n F mHA P r o g r a ms

9 Se c t i o n 5 1 7 ( a ) ( 1 ) o f t h e Ho u s i n g Ac t o f 1 9 4 9 i s a me n d e d b y s t r i k i n g

10 t h e p a r e n t h e t i c a l p h a r s e s " a s d e f i n e d b y t h e Se c r e t a r y " a n d " a s d e t e r mi n e d

12

1 3

14

15

16

17

18

19

2 0

21

2 2

2 3

2 4

2 5

2 6

2 7 Se c t i o n 1 2 : Th e Us e o f Au t h o r i z e d Ru r a l Ho u s i n g F u n d s

28 S e c t i o n 5 1 7 ( c ) o f t h e Ho u s i n g Ac t o f 1 9 4 9 i s a me n d e d b y a d d i n g t h e

2 9 f o l l o wi n g :

3 0
" Pr o v i d e d t h a t t h e Se c r e t a r y s h a l l a l l o c a t e f u n d s i n a ma n n e r t o

b y t h e S e c r e t a r y " , a n d a d d i n g n e w s u b s e c t i o n s ( n ) a n d ( o ) t o r e a d a s f o l l o ws :

" ( n ) At l e a s t 6 0 p e r c e n t u m o f t h e l o a n s ma d e p u r s u a n t t o Se c t i o n

5 0 2 a n d a t l e a s t 6 0 p e r c e n t u m o f t h e l o a n s ma d e p u r s u a n t

t o Se c t i o n 5 1 5 s h a l l b e n e f i t p e r s o n s o f l o w i n c o me .

" ( o ) As u s e d i n t h i s Ti t l e - -

( 1 ) t h e t e r m " p e r s o n s o f l o w i n c o me " me a n s h o u s e h o l d s wi t h

i n c o me s wh i c h d o n o t e x c e e d 8 0 p e r c e n t u m o f t h e me d i a n

i n c o me f o r t h e a r e a a s d e t e r mi n e d b y t h e Se c r e t a r y wi t h

a d j u s t me n t s f o r s ma l l e r a n d l a r g e r h o u s e h o l d s .

( 2 ) t h e t e r m " p e r s o n s o f mo d e r a t e i n c o me " me a n s h o u s e h o l d s

wi t h i n c o me s b e t we e n 8 0 p e r c e n t u m a n d 1 3 5 p e r c e n t u m o f

t h e me d i a n i n c o me f o r t h e a r e a , a s d e t e r mi n e d b y t h e

S e c r e t a r y wi t h a d j u s t me n t s f o r s ma l l e r a n d l a r g e r h o u s e h o l d s .

( 3 ) t h e t e r m " a d e q u a t e h o u s i n g , mo d e s i n s i z e , d e s i g n , a n d

c o s t " i s t o b e d e t e r mi n e d b y t h e S e c r e t a r y . "
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1

2

3

4

5

6

7

8

9

10

I 2

I 3

14

15

16

17

18

19

2 0

21

2 2

2 3

2 4

2 5

2 6

2 7

2 8

2 9

3 0

a s s u r e t h e i r ma x i mu m a v a i l a b i l i t y a n d u s e d u r i n g p e a k c o n s t r u c t i o n

p e r i o d s . "

S e c t i o n 1 3 : Ch a n g e s i n t h e Gu a r a n t e e d Ho u s i n g Lo a n P r o g r a m

( a ) : S e c t i o n 5 1 7 ( c ) o f t h e Ho u s i n g Ac t o f 1 9 4 9 ( a s a me n d e d b y t h i s

Ac t ) i s a me n d e d b y i n s e r t i n g a t t h e e n d t h e f o l l o wi n g :

" Pr o v i d e d t h a t l o a n s g u a r a n t e e d u n d e r t h i s Se c t i o n s h a l l h e

l i mi t e d t o p e r s o n s o f a b o v e - mo d e r a t e i n c o me . "

( b ) S e c t i o n 5 1 7 ( e ) i s a me n d e d b y i n s e r t i n g a t t h e e n d o f t h e f i r s t

s e n t e n c e a c o mma a n d t h e f o l l o wi n g :

" Pr o v i d e d t h a t t h e a u t h o r i t y f o r l o a n g u a r a n t e e d u n d e r t h i s

t i t l e s h a l l b e s e p a r a t e f r o m t h e i n s u r e d l o a n a u t h o r i t y a n d t h e

Se c r e t a r y ma y n o t t r a n s f e r s u c h f u n d s wi t h o u t p r i o r a p p r o v a l o f

t h e a p p r o p r i a t e Co n g r e s s i o n a l c o mmi t t e e s . "

( c ) S e c t i o n 3 1 0 ( c ) ( a ) ( 2 ) o f t h e Co n s o l i d a t e d F a r me r s Ho me Ad mi n -

i s t r a t i o n Ac t o f 1 9 6 1 i s a me n d e d b y i n s e r t i n g a f t e r t h e wo r d " a r e a s " a

c o mma a n d t h e f o l l o wi n g :

" wh i c h t h e Se c r e t a r y h a s d e t e r mi n e d t o b e wi t h o u t a d e q u a t e c r e d i t

r e s o u r c e s , " .

( d ) S e c t i o n 3 1 0 ( c ) ( a ) i s f u r t h e r a me n d e d b y s t r i k i n g a l l o f

S e c t i o n 3 1 0 ( c ) ( a ) ( 3 ) f o l l o wi n g t h e wo r d " s h a l l " a n d i n s e r t i n g i n l i e u

t h e r e o f t h e f o l l o wi n g :

" b e p r o c e s s e d o n l y b y t h e s t a t e o f f i c e s o f t h e Fa r me r s Ho me

Ad mi n i s t r a t i o n o r s u c h o t h e r r e g i o n a l o f f i c e s a s ma y b e d e s i g n a t e d . "

S e c t i o n 1 4 : Ho me o wn e r s h i p S u b s i d y f o r Lo w a n d Mo d e r a t e I n c o me F a mi l i e s

( a ) Se c t i o n 5 2 1 ( a ) ( 1 ) o f t h e Ho u s i n g Ac t o f 1 9 4 9 i s a me n d e d b y

i n s e r t i n g a f t e r t h e p h r a s e " a r a t e d e t e r mi n e d a n n u a l l y , " t h e p h r a s e

" o r mo r e o f t e n wh e n wa r r a n t e d a n d r e q u e s t e d b y t h e Se c r e t a r y . "

( b ) Se c t i o n 5 2 1 ( a ) ( 1 ) i s f u r t h e r a me n d e d b y s t r i k i n g t h e wo r d s
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- 1 2 -

1 " l e s s n o t t o e x c e e d t h e d i f f e r e n c e b e wt e e n t h e a d j u s t e d r a t e d e t e r mi n e d

2

3

4

5

6

7

8

9

10

11

12

1 3

14

15

16

17

18

19

2 0

21

2 2

2 3

2 4

2 5

2 6

2 7

2 8

2 9

3 0

b y t h e Se c r e t a r y o f t h e Tr e a s u r y a n d 1 p e r c e n t u m p e r a n n u m" a n d i n s e r t i n g

i n l i e u t h e r e o f t h e f o l l o wi n g :

" Pr o v i d e d t h a t t h e Se c r e t a r y s h a l l ma k e a v a i l a b l e t o s u c h p e r s o n s

a n d f a mi l i e s o f l o w a n d mo d e r a t e i n c o me t h e d i f f e r e n c e b e t we e n t h e

s u m o f t h e mo r t g a g e p a y me n t , i n c l u d i n g p r i n c i p a l a n d i n t e r e s t ,

t a x e s a n d i n s u r a n c e , a n d 2 0 p e r c e n t u m o f a d j u s t e d f a mi l y i n c o me ;

Pr o v i d e d t h a t 2 0 p e r c e n t u m o f t h e f a mi l i e s g r o s s i n c o me i s d e mo n -

s t r a b l y e q u a l t o t h e s u m o f t h e e s t i ma t e d c o s t s o f p r o p e r t y i n s u r a n c e ,

t a x e s a n d u t i l i t y c o s t s ; a n d p r o v i d e d f u r t h e r , t h a t t a x a n d i n s u r a n c e

p a y me n t s mu s t b e e s c r o we d wh e n s u c h s u b s i d y i s u t i l i z e d a n d t h e

Se c r e t a r y ma y ma k e p r o v i s i o n s t o r e c a p t u r e s u b s i d y p a y me n t s i n t h e

e v e n t o f p r o f i t a b l e s a l e s o l o n g a s n o s u c h p r o v i s i o n wi l l a c t t o

i n h i b i t o r p r e v e n t t h e a f f e c t e d p e r s o n s o r f a mi l i e s f r o m h a v i n g

t h e r e s o u r c e s n e e d e d t o r e l o c a t e ; Pr o v i d e d f u r t h e r , "

Se c t i o n 1 5 : Ru r a l Re n t a l As s i s t a n c e

( a ) Se c t i o n 5 2 1 ( a ) ( 2 ) ( A) o f t h e Ho u s i n g Ac t o f 1 9 4 9 i s a me n d e d b y

s t r i k i n g t h e wo r d " ma y " wh e r e v e r i t a p p e a r s , e x c e p t i n Se c t i o n 5 2 1 ( a ) ( 2 ) ( A) ( i )

a n d i n s e r t i n g i n l i e u t h e r e o f t h e wo r d " s h a l l " .

( b ) Se c t i o n 5 2 1 ( a ) ( 2 ) ( A) i s f u r t h e r a me n d e d b y i n s e r t i n g a c o mma

a n d t h e wo r d " c o n g r e g a t e o r c o o p e r a t i v e " wh e r e t h e wo r d " r e n t a l " a p p e a r s

t h e s e c o n d t i me .

( c ) Se c t i o n 5 2 1 ( a ) ( 2 ) ( A) i s f u r t h e r a me n d e d b y s t r i k i n g t h e wo r d

" i n c o me " a f t e r " 2 5 p e r c e n t u m o f " a n d s u b s t i t u t i n g t h e r e f o r " a d j u s t e d

i n c o me ( a s h e r e t o f o r e d e f i n e d b y t h e Se c r e t a r y f o r e l i g i b i l i t y i n

h o u s i n g f i n a n c e d u n d e r Se c t i o n s 5 0 2 a n d 515) . -

( d ) Se c t i o n 5 2 1 ( a ) ( 2 ) ( A) i s f u r t h e r a me n d e d b y s t r i k i n g t h e n u mb e r

" 2 0 " wh e r e i t a p p e a r s t wi c e a n d i n s e r t i n g i n l i e u t h e r e o f t h e n u mb e r " 4 0 " .

86- 085 0 - 77 - pt . 3 - 26
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( e ) Se c t i o n 5 2 1 ( a ) ( 2 ) ( A) ( i ) i s f u r t h e r a me n d e d b y i n s e r t i n g " o r b y

a l o a n u n d e r Se c t i o n 5 1 4 " a f t e r " Se c t i o n 5 1 5 f o r e l d e r l y h o u s i n g " a n d

b e f o r e " o r b y a l o a n u n d e r Se c t i o n 5 1 4 a n d g r a n t u n d e r Se c t i o n 5 1 6 . "

( f ) Se c t i o n 5 2 1 ( a ) ( 2 ) ( A) ( i i ) i s r e d e s i g n a t e d a s Se c t i o n 5 2 1 ( a ) ( 2 )

( A) ( i i i ) a n d a n e w Se c t i o n 5 2 1 ( a ) ( 2 ) ( A) ( i i ) i s a d d e d t o r e a d a s f o l l o ws :

" ( i i ) wh e n ma r k e t c o n d i t i o n s i n d i c a t e t h a t a s u b s t a n t i a l n e e d

e x i s t s f o r s u b s i d i z e d f a mi l y h o u s i n g t h a t c a n n o t b e me t wi t h o u t a

g r e a t e r p e r c e n t u m o f r e n t a l a s s i s t a n c e , t h e Se c r e t a r y s h a l l ma k e

s u c h p a y me n t s wi t h o u t r e s p e c t t o t h e 4 0 p e r c e n t u m l i mi t a t i o n , a n d " .

Se c t i o n 1 6 : Mu t u a l a n d S e l f - He l p Ho u s i n g

Se c t i o n 5 2 3 ( b ) ( 1 ) ( A) o f t h e Ho u s i n g Ac t o f 1 9 4 9 i s a me n d e d b y

i n s e r t i n g a f t e r t h e wo r d " o p t i o n s . " t h e wo r d s " a n d / o r l a n d . "

Se c t i o n 1 7 : S i t e Lo a n Ch a r g e s

( a ) Se c t i o n 5 2 4 ( a ) o f t h e Ho u s i n g Ac t o f 1 9 4 9 i s a me n d e d b y

s t r i k i n g t h e wo r d s i n t h e s e c o n d s e n t e n c e f r o m " p r e s c r i b e d " t h r o u g h

" 1 p e r c e n t u m, " i n c l u s i v e , a n d a n d s u b s t i t u t i n g t h e r e f o r , " o f 3 p e r c e n t u m. "

( b ) Se c t i o n 5 2 4 ( a ) i s f u r t h e r a me n d e d b y a d d i n g a t t h e e n d t h e f o l l o wi n g :

" Th e S e c r e t a r y ma y g u a r a n t e e l o a n s ma d e b y b a n k s a n d o t h e r

p u b l i c a n d p r i v a t e l e n d i n g i n s t i t u t i o n s t o l i mi t e d p r o f i t d e v e l o p e r s

a t t h e ma r k e t r a t e p r o v i d e d t h a t t h e a u t h o r i t y f o r l o a n s g u a r a n t e e d

u n d e r t h i s s e c t i o n s h a l l b e s e p a r a t e f r o m t h e a u t h o r i t y f o r i n s u r e d

l o a n s u n d e r t h i s Se c t i o n . Ma k i n g a n d s e r v i c i n g o f s u c h g u a r a n t e e d

l o a n s ma y o n l y b e c o n d u c t e d b y t h e s t a t e o f f i c e o f t h e Fa r me r s Ho me

Ad mi n i s t r a t i o n . At l e a s t 5 0 p e r c e n t u m o f t h e s i t e s d e v e l o p e d

u n d e r t h e g u a r a n t e e s i t e l o a n p r o g r a m s h a l l b e u s e d t o s e r v e n e e d s o f

p e r s o n s o f l o w i n c o me . "



2249

- 1 4 -

I S e c t i o n 1 8 : Lo a n s o n La n d Wi t h Re ma t e Cl a i ms

2 ( a ) Th e Ho u s i n g Ac t o f 1 9 4 9 i s a me n d e d b y a d d i n g a n e w S e c t i o n 5 2 8

3 t o r e a d a s f o l l o ws :

4 " Th e S e c r e t a r y s h a l l ma k e l o a n s o n l a n d wh e r e t h e t i t l e i s

5

6

7

8

9

10

11

1 2

1 3 t h e

14

1 5

16 t h e

1 7

1 8

1 9

2 0

21

2 2

2 3

2 4

2 5

2 6

2 7

2 8

2 9

3 0

o t h e r wi s e u n i n s u r a b l e b y p r i v a t e i n s u r a n c e c o mp a n i e s b e c a u s e o f

r e mo t e c l a i ms o r e n c u mb r a n c e s , t o e n a b l e o t h e r wi s e e l i g i b l e p e r s o n s

h o l d i n g s u c h l a n d t o b e n e f i t f r o m t h i s Ti t l e . I n t h e e v e n t o f

a d v e r s e t i t l e f i n d i n g s b y t h e c o u r t s , t h e S e c r e t a r y ma y u s e f u n d s

f r o m t h e Ru r a l Ho u s i n g I n s u r a n c e F u n d f o r p u r p o s e s o f t h i s

p a r a g r a p h , a n d a n y f u n d s s o e x p e n d e d s h a l l b e r e i mb u r s e d b y a n n u a l

a p p r o p r i a t i o n s . "

( b ) S e c t i o n 5 1 7 ( j ) ( 3 ) i s a me n d e d b y i n s e r t i n g a f t e r t h e wo r d " F u n d , "

f o l l o wi n g p h r a s e :

" i n c l u d i n g p a y me n t s u n d e r S e c t i o n 5 2 8 .

( c ) S e c t i o n 5 2 1 ( a ) ( i ) i s a me n d e d b y i n s e r t i n g a f t e r " S e c t i o n 5 0 2 "

f i r s t t i me i t a p p e a r s , " 5 2 8 . "

S e c t i o n 1 9 : As s i s t a n t S e c r e t a r y f o r Eq u a l Op p o r t u n i t y

( a ) I n a d d i t i o n t o t h e As s i s t a n t S e c r e t a r i e s o f Ag r i c u l t u r e n o w

p r o v i d e d f o r b y l a w, t h e r e s h a l l b e a n a d d i t i o n a l As s i s t a n t S e c r e t a r y

o f Ag r i c u l t u r e f o r Eq u a l Op p o r t u n i t y , wh o s h a l l b e a p p o i n t e d b y t h e

P r e s i d e n t , b y a n d wi t h t h e a d v i c e a n d c o n s e n t o f t h e S e n a t e .

( b ) S e c t i o n 5 3 1 5 ( 1 1 ) o f Ti t l e V, Un i t e d S t a t e s Co d e , i s a me n d e d t o

r e a d a s f o l l o ws :

" . ( 11) As s i s t a n t S e c r e t a r i e s o f Ag r i c u l t u r e ( 5 ) . "
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1 S e c t i o n 2 0 : Wa t e r a n d S e we r Gr a n t s

2 ( a ) Se c t i o n 3 0 6.( a ) ( 2 ) o f t h e Co n s o l i d a t e d F a r m a n d Ru r a l De v e l o p me n t

3 Ac t i s a me n d e d t o r e a d a s f o l l o ws :

4 " Th e S Ec r e t a r y i s a u t h o r i z e d t o ma k e g r a n t s a g g r e g a t i n g n o t t o

5 e x c e e d $ 5 0 0 , 0 0 0 , 0 0 0 i n F Y1 9 7 7 , $ 7 5 0 , 0 0 0 , 0 0 0 i n F Y 1 9 7 8 a n d o n e

6 b i l l i o n d o l l a r s t h e r e d f t e r i n a n y f i s c a l y e a r t o s u c h a s s o c i a t i o n s

7 t o f i n a n c e s p e c i f i c p r o j e c t s f o r wo r k s f o r t h e d e v e l o p me n t , s t o r a g e ,

8 t r e a t me n t , p u r i f i c a t i o n , o r d i s t r i b u t i o n o f wa t e r o f t h e c o l l e c t i o n ,

9 t r e a t me n t , o r d i s p o s a l o f wa s t e i n r u r a l a r e a s . Th e a mo u n t o f

10 e a c h g r a n t ma d e u n d e r t h e a u t h o r i t y o f t h i s p a r a g r a p h s h a l l b e

11 7 5 p e r c e n t u m o f t h e d e v e l o p me n t c o s t o f t h e p r o j e c t t o s e r v e

12 t h e a r e a wh i c h t h e a s s o c i a t i o n d e t e r mi n e s c a n b e f e a s i b l y s e r v e d

1 3 b y t h e f a c i l i t y a n d t o a d e q u a t e l y s e r v e t h e r e a s o n a b l y . f o r e s e e a b l e

14 g r o wt h n e e d s o f t h e a r e a . I f t h e a p p l i c a n t r e c e i v e s a 2 5 % g r a n t

15 f r o m o t h e r s o u r c e s , e c o n o mi c f e a s i b i l i t y s h a l l b e b a s e d e x c l u s i v e l y

16 o n t h e a p p l i c a n t ' s a b i l i t y t o me e t n o r ma l o p e r a t i o n a n d ma i n t e n a n c e

17 c o s t s o f t h e p r o p o s e d s y s t e m.

18 ( b ) Se c t i o n 3 0 6 ( a ) ( 4 ) ( B) o f t h e Co n s o l i d a t e d F a r m a n d Ru r a l

19 De v e l o p me n t Ac t i s a me n d e d t o r e a d a s f o l l o ws :

2 0 " " Th e t e r m ! p r o j e c t " s h a l l i n c l u d e f a c i l i t i e s p r o v i d i n g c e n t r a l

21 s e r v i c e o r f a c i l i t i e s s e r v i n g i n d i v i d u a l p r o p e r t i e s , o r b o t h . Th e

2 2 s y s t e ms f i n a n c e d u n d e r t h i s Se c t i o n mu s t b e t h e mo s t e c o n o mi c t o

2 3 a c c o mp l i s h t h e p u r p o s e o f t h i s S e c t i o n . "

2 4

2 5

2 6

2 7

2 8

2 9

3 0
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MS. DOLBEARE. No w, I woul d l i ke, wi t h your per mi ssi on, al so t o
ma ke a shor t st at ement on behal f of an or gani zat i on whi ch I chai r , t he
Ad Ho c Lo w- I ncome Hous i ng Coal i t i on.

I t hi nk I can cover i t i n a coupl e of mi nut es.
Mr . Au Co m. I f you coul d be bri ef , because we have ma ny quest i ons

we woul d l i ke t o ask, and t i me i s r unni ng away.
I f you coul d s ubmi t i t i n ful l f or t he r ecor d and s ummar i ze i t i n 2

mi nut es.

STATEMENT OF CUSHI NG N. DOLBEARE, CHAI RPERSON, AD HOC
LOW- I NCOME HOUSI NG COALI TI ON

MS. DOLBEARE. The coal i t i on i s concer ned wi t h l ow- i ncome hous i ng
needs and pr ogr ams . Fr ankl y, we ar e di sappoi nt ed t hat t he Car t er
admi ni st r at i on has not i ncr eased t he budget r equest of t he out goi ng
For d admi ni st r at i on.

We know t hat l ast year Congr es s di dn' t pr ovi de wha t t he For d ad-
mi ni st r at i on asked for , but we hope t hat t he ne w admi ni st r at i on woul d
ask f or mor e anyway.

We poi nt out i n t he st at ement t hat t he Presi dent ' s r equest i s real l y
f or 600, 000 subsi di zed uni t s, 100, 000 t hr ough Far mer s Ho me , 100, 000
t hr ough sect i on 235, and anot her 400, 000 t hr ough publ i c hous i ng i n
sect i on 8. However , one- t hi rd of t hose uni t s ar e f or exi st i ng housi ng,
not f or ne w pr oduct i on or subst ant i al rehabi l i t at i on.

We have no quar r el wi t h subsi di zi ng exi st i ng housi ng. I ndeed, our
est i mat e i s t hat t her e ar e s ome 21 mi l l i on f ami l i es t hat ar e now bei ng
f or ced t o pay mor e t han one-quar t er of t hei r i ncomes f or shel t er and
need a subsi dy: 5 mi l l i on owner s wi t h mor t gages 6 mi l l i on owner s ,
most l y el der l y, wi t hout mor t gages and about 10 mi l l i on rent ers.

Thi s wi despr ead l ack of t he capaci t y t o pay wha t housi ng cost s i s
a basi c cause of housi ng det er i orat i on and abandonment .

But t he need f or exi st i ng hous i ng subsi di es sti ll does not negat e t he
need f or t he 600, 000 uni t s, at l east , of ne w const ruct i on and subst ant i al
rehabi l i t at i on whi ch i s cal l ed f or i n our nat i onal hous i ng goal s.

Ther ef or e, we pr opose t hat an addi t i onal $700 mi l l i on be added t o
t he $1. 2 bi l l i on of cont r act aut hor i t y r equest ed by H U D f or publ i c
housi ng and sect i on 8. Tha t woul d be enough t o f und anot her 200, 000
publ i c hous i ng uni t s and woul d ma ke t he t ot al 250, 000 publ i c housi ng
uni t s i nst ead of t he 50, 000 whi ch t he admi ni st r at i on has pr oposed.

I know $2 bi l l i on s ounds l i ke a l ot . But t he est i mat es ar e t hat next
year $11 bi l l i on i n t ax expendi t ur es wi l l resul t f r om t ax deduct i ons by
homeowner s .

No w, we have no r eal quar r el wi t h ma n y of t hese deduct i ons. We
s i mpl y poi nt out t hat i f i t i s al l r i ght f or $11 bi l l i on t o go t o moder at e-
i ncome homeowner s and affl uent homeowner s , i t i s cer t ai nl y not out of
l i ne t o pr ovi de anot her $2 bi l l i on i n cont r act aut hor i t y f or peopl e wh o
cannot af ford hous i ng and who cannot t ake t ax deduct i ons ei t her.

We r ecommend a ne w pr ogr am f or deal i ng wi t h t he need f or oper at -
i ng subsi des i n sect i on 236 pr oj ect s—and t her e ar e about 400, 000 oc-
cupi ed uni t s i n sect i on 236. Ma n y of t hem ar e i n f i nanci al difficult ies.
H U D l ast year had a bai l- out pr ogr am f or t hi s. We t hi nk t hat was a
good i dea. We j ust wi sh i t had not c ome out of t he r egul ar al l ocat i on.
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H U D has pr ovi ded sect i on 8 assi st ance whe n t enant s' r ent s wer e ri s-
i ng wi t hout r equi r i ng t hat t he proj ect be i n f i nanci al di fficul ty.

We woul d pr opose a speci al aut hor i zat i on of cont r act aut hor i t y, t o
r emai n avai l abl e unt i l i t i s used and not t o be subj ect t o t he al l ocat i on
provi si ons of sect i on 213( D) of t he 1971 act , speci fi cal l y t o pr ovi de
sect i on 8 subsi di es or t r ansf er t o publ i c housi ng, i f t hat i s mor e ap-
propr i at e, f or sect i on 236 proj ect s t hat ar e i n f i nanci al difficult ies or
wher e t enant s cannot pay what i t cost s t o occupy t hose houses.

Fi nal l y, on communi t y devel opment , we had t wo concer ns.
We agr ee t hat t he f or mul a shoul d be based on need. We t hi nk t hat

t he ne w f or mul a pr oposed by H U D addresses needs f ar mor e effec-
t i vel y t han t he ol d f or mul a. Ther ef or e, we woul d ur ge t hat on1N t hi s
si ngl e f or mul a be used, and t hat t he f or mul a agai n be r evi ewed pr i or
t o r eaut hor i zat i on at t he end of 3 years.

Fi nal l y, we r ecommend t he enact ment of a pr oposal whi ch was
adopt ed by t he Hous e l ast year but dr opped i n conf er ence t he suppl e-
ment al communi t y devel opment empl oyment assi st ance proposal .

We woul d l i ke t o see t hi s not l ooked at as an al t ernat i ve t o ot her
pr ogr ams , but as a s uppl ement and as a key par t of a r ounded effort
t o deal wi t h pr obl ems of unempl oyment .

The Congr essi onal Budget Offi ce r ecent l y i n a s t udy poi nt ed out t hat
onl y about 27 per cent of peopl e affect ed by unempl oyment wer e
count ed as unempl oyed because t hey wer e act i vel y seeki ng wor k.

No w, we have over 6-mi l l i on peopl e act i vel y seeki ng wor k and
count ed as unempl oyed. Mos t of t hose not count ed l i ve i n ar eas ser ved
by communi t y devel opment pr ogr ams .

Thi s coul d be enact ed qui ckl y. I t coul d be pr ovi di ng j obs wi t hi n
pr obabl y 3 t o 6 mont hs .

I t woul d creat e i mpor t ant i mpr ovement s i n communi t i es and i t
woul d serve peopl e wher e t hey l i ve, wher e t hey need wor k, and i t
woul d meet basi c communi t y needs.

We have onl y t wo pr obl ems wi t h t he bi l l t hat wa s adopt ed l ast year
by t he Hous e and whi ch I under s t and has been r ei nt r oduced by Mr .
Br own.

Fi rst , t hat we wi sh i t aut hor i zed mor e mone y because we woul d l i ke
t o see i t at t he l evel whi ch woul d pr ovi de about 1 mi l l i on j obs. Second,
we woul d l i ke t o see i t speci fi cal l y aut hor i ze housi ng r epai r and weat h-
er i zat i on as one of t he pr ogr ams . We know i t i s el i gi bl e anyway. But
we t hi nk t hat ext r a ment i on woul d be hel pf ul t o f ocus at t ent i on on
hous i ng needs and oppor t uni t i es.

Tha nk you ver y much.
[ The pr epar ed st at ement of Ms . Dol bear e, on behal f of t he Ad Ho c

Lo w I ncome Hous i ng Coal i t i on, f ol l ows: ]
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AD HOC L OW I NCOME HOUS I NG COALI TI ON

Chai r per son
Cushi ng N. Dol bear e

Mar , : n 1 9 7 7

RECOMMENDATI ONS ON HOUS I NG AND COMMUNI TY DY. . XELOPMENT P ROGRAMS

Th e p r i ma r y c o n c e r n o f t he Ad Ho c Low I n c o me Ho u s i n g Co a l i t i o n i s t o s e e
t h a t a d e a u a t e p r o g r a ms a r e p r o v i d e d t o me e t t h e c r i t i c a l h o u s i n g n e e d s o f l o w
i n c o me f a mi l i e s . We h a v e u r g e d t h a t b o t h h o u s i n g a n d c o mmu n i t y d e v e l o p me n t
p r o g r a ms g i v e p r i o r i t y t o l o w i n c o me p e o p l e .

We r e c o g n i z e t h a t a g r o wi n g p r o p o r t i o n o f Ame r i c a n s h a s d i f f i c u l t y i n
o b t a i n i n g a d e q u a t e a n d s a t i s f a c t o r y h o u s i n g . Two d e c a d e s a g o , a l mo s t a n y o n e
wi t h a s t e a d y j o b wh o wa s n o t d i s c r i mi n a t e d a g a i n s t i n t h e h o u s i n g ma r k e t
c o u l d p u r c h a s e d e c e n t , r e a s o n a b l y p r i c e d ne w h o u s i n g a n d f i n a n c e i t a t i n t e r e s t
r a t e s b e l o w 6 p e r c e n t . A d e c a d e a g o , wh e n t h i s n a t i o n ' s g o a l s f o r h o u s i n g
we r e b e i n g f o r mu l a t e d , mo r t g a g e i n t e r e s t r a t e s o f 6 p e r c e n t we r e a r e l a t i v e l y
n e w p h o n o me n o n a n d we r e r e g a r d e d a s a b n o r ma l l y h i g h a n d u n s u s t a i n a b l e o v e r
mo r e t h a n a s h o r t t i me i f o u r h o u s i n g n e e d s we r e t o b e me t . I t wa s i n t h i s
c o n t e x t t h a t t h e g o a l o f 6 , 0 0 0 , 0 0 0 s u b s i d i z e d u n i t s i n t e n y e a r s wa s s e t :
n o t t o d e a l wi t h i n a c c e s s i b l y h i g h c o s t s o f h o u s i n g , b u t t o r e p l a c e t h e
e s t i ma t e d 6 mi l l i o n d i l a p i d a t e d u n i t s t h e n i n e x i s t e n c e a n d o c c u p i e d p r i ma r i l y
b y l o w i n c o me p e o p l e .

Th e s a me f o r c e s - - c o s t s r i s i n g mo r e r a p i d l y t h a n i n c o me s a n d l o w l e v e l s
o f s u b s i d i z e d h o u s i n g p r o d u c t i o n ( i n c l u d i n g r e h a b i l i t a t i o n ) - - t h a t h a v e
o p e r a t e d t o b r o a d e n t h e h o u s i n g p r o b l e m t o i n c l u d e a s u b s t a n t i a l n u mb e r o f
h o u s e h o l d s wi t h i n c o me we l l a b o v e t h e me d i a n i n ma n y c o mmu n i t i e s h a v e o p e r a t e d
t o i n t e n s i f y t h e h o u s i n g p r o b l e ms o f l o w i n c o me p e o p l e : p e o p l e a t o r b e l o w
t he p o v e r t y l e v e l . At t he s a me t i me , t he f o c u s o f h o u s i n g p r o g r a ms h a s
s h i f t e d a wa y f r o m t h e m. F o r e x a mp l e , t h e Ho u s i n g a n d Co mmu n i t y De v e l o o me n t Ac t
o f 1 9 7 4 ma n d a t e s t h a t o n l y 2 0 p e r c e n t o f p u b l i c h o u s i n g t e n a n t s a n d o n l y 3 0
p e r c e n t o f S e c t i o n 8 t e n a n t s b e p o o r p e o p l e ; t h e r e ma i n d e r ma y b e d r a wn f r o m
t h e " u p p e r l o w i n c o me " s e c t o r wi t h i n c o me s r a n g i n g f r o m 5 0 - 8 0 % o f me d i a n ( o r
s u b s t a n t i a l l y h i g h e r i n t h e c a s e o f p u b l i c h o u s i n g ) .

Si mi l a r l y , t h e r e i s c o n s i d e r a b l e e v i d e n c e t h a t t h e s h i f t f r o m t a r g e t e d
a p p r o a c h e s u n d e r Ti t l e I o f t h e Ho u s i n g Ac t o f 1 9 4 9 t o t h e mo r e d i f f u s e c o mmu n i t y
d e v e l o p me n t p r o g r a m u n d e r t h e 1 9 7 4 a c t h a s s i mi l a r l y s h i f t e d r e s o u r c e s a wa y f r o m
a r e a s wi t h mo s t c r i t i c a l h o u s i n g p r o b l e ms t o n e i g h b o r h o o d s wi t h l e s s s e v e r e
p r o b l e ms - - o c c a s i o n a l l y wi t h n o p r o b l e ms a t a l l .

Ou r r e c o mme n d a t i o n s a r e b a s e d o n t h e p r e mi s e t h a t t h e mo s t c r i t i c a l
h o u s i n g a n d c o mmu n i t y d e v e l o p me n t n e e d s a r e s t i l l t h os e o f l o w i n c o me p e o p l e
a n d l o w i n c o me n e i g h b o r h o o d s a n d t h a t t he s h i f t o f p r o g r a m e mp h a s i s a wa y f r o m
me e t i n g t h e m mu s t b e r e v e r s e d .

Ho u s i n g P r o g r a ms

We s u p p o r t t h e Ad mi n i s t r a t i o n ' s r e q u e s t f o r a s u p p l e me n t a l a u t h o r i z a t i o n
a n d a p p r o p r i a t i o n t o f u n d a n a d d i t i o n a l 1 6 5 , 0 0 0 s u b s i d i z e d h o u s i n g u n i t s d u r i n g
F i s c a l 1 9 7 7 . Th i s wo u l d b r i n g t h e l e v e l o f s u b s i d i z e d h o u s i n g t h r o u g h Se c t i o n
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3 a nd p u b l i c h o u s i n g up t o 4 0 0 , 0 0 0 u n i t s - - s t i l l b e l o w t he n u mb e r o f u n i t s
p l a c e d u n d e r p r o g r a m r e s e r v a t i o n d u r i n g t he 1 2 mo n t h s p r e c e d i n a t h e b e g i n n i n g
.DJ. t he f i s c a l y e a r . We a l s o s u p p o r t t he r e q u e s t t o l e n c t h e n t h e S e c t i o n 8
: , n t r a c t t , r m f o r c o n v e n t i o n a l l y f i n a n c e d h o u s i n g f r o m 2 0 t o 3 0 y e a r s , a n d
we u r ge t hat , t h i s c h a n g e b e e n a c t e d i mme d i a t e l y s o t h a t u n i t s a l r e a d y a p p r o v e d

: a n b e mor e e a s i l y f i n a n c e d a n d p r o d u c t i o n c a n b e g i n .

We a r e d i s a p p o i n t e d t h a t t h e Ca r t e r Ad mi n i s t r a t i o n i s n o t a s k i n g f o r
a d d i t i o n a l u n i t s f o r 1 9 7 8 . HUD i s p r o p o s i n g o n l y mi n o r c h a n g e s f r o m t h e p r o p o s a l s
o f t h e l a s t Ad mi n i s t r a t i o n , wh i c h we a n d o t h e r s f r e q u e n t l y c r i t i c i z e d f o r n o t
d o i n g e n o u g h . S i mi l a r l y , t h e Fa r me r s Ho me Ad mi n i s t r a t i o n , wh i l e r e v i v i n g a n d
e x p a n d i n g t h e f a r m l a b o r h o u s i n g p r o g r a m, i s r e s t i n g e s s e n t i a l l y o n t h e Fo r d
Ad mi n i s t r a t i o n p r o g r a m l e v e l s .

I n a l l , t h e Fo r d Ad mi n i s t r a t i o n p r o p o s e d a l mo s t 6 0 0 , 0 0 0 s u b s i d i z e d u n i t s
f o r f i s c a l 1 9 7 8 . On e - t h i r d o f t h e s e , h o we v e r , we r e f o r e x i s t i n g u n i t s , n o t
n e w p r o d u c t i o n o r s u b s t a n t i a l r e h a b i l i t a t i o n . We r e c o g n i z e t h e n e e d , b e c a u s e
o f r i s i n g h o u s i n g c o s t s a n d t h e o b v i o u s v i r t u e o f t a k i n g a d v a n t a g e o f u s a b l e
h o u s i n g , o f i n - p l a c e o r e x i s t i n g u n i t h o u s i n g s u b s i d i e s . Bu t , wh i l e we s u p p o r t
a p p r o p r i a t i o n s f o r e x i s t i n g h o u s i n g , we d o n o t b e l i e v e t h a t t h e 2 0 0 , 0 0 0 u n i t s
o f e x i s t i n g h o u s i n g t o b e s u b s i d i z e d s h o u l d b e c o u n t e d a s p a r t o f t h e n a t i o n a l
g o a l o f p r o d u c t i o n o r r e h a b i l i t a t i o n . Th e r e f o r e , t h e Ad mi n i s t r a t i o n p r o p o s a l
i s f o r o n l y a b o u t 4 0 0 , 0 0 0 u n i t s o f a d d i t i o n a l h o u s i n g , a n d i s 2 0 0 , 0 0 0 u n i t s s h o r t
o f t h e mi n i mu m l e v e l wh i c h s h o u l d b e r e g a r d e d a s a c c e p t a b l e .

Th e f o l l o wi n g t a b l e d e t a i l s t h e s u b s i d i z e d u n i t s p r o p o s e d b y t h e F o r d
Ad mi n i s t r a t i o n . ( Co mp a r a b l e d a t a f o r t h e Ca r t e r Ad mi n i s t r a t i o n r e v i s i o n s a r e
u n a v a i l a b l e t o u s a t t h e p r e s e n t t i me )

S u b s i d i z e d Ho u s i n g Pr . 22Ps e d f o r F i s c a l 1 9 7 8 ( Fo r d Ad mi n i s t r a t i o n )

Ne w c o n s t r u c t i o n
HUD p u b l i c h o u s i n g / Se c t i o n 8 2 0 5 , 0 0 0 u n i t s
HUD 2 3 5 s a l e s h o u s i n g 1 0 0 , 0 0 0 u n i t s

FmHA 5 0 2 s a l e s h o u s i n g 3 3 , 2 6 6 u n i t s

Fr HA r e n t a l h o u s i n g ( 5 1 5 a n d f a r m l a b o r ) 2 9 , 1 9 4 u n i t s
S u b t o t a l 3 6 7 , 4 6 0 u n i t s

Re h a b i l i t a t i o n
HUD p u b l i c h o u s i n g / Se c t i o n 8
FmHA 5 0 2 s a l e s h o u s i n g
FmHA 5 0 4 h o me r e p a i r l o a n s

Ex i s t i n g h o u s i n g
HUD p u b l i c h o u s i n g / Se c t i o n 8
PmHA 5 0 2 s a l e s h o u s i n g

2 3 , 0 0 0 u n i t s
4 , 0 0 0 u n i t s
5 , 0 6 8 u n i t s

S u b t o t a l 3 2 , 0 6 8 u n i t s

1 7 2 , 0 0 0 u n i t s
2 3 , 9 0 0 u n i t s

S u b t o t a l 1 9 5 , 9 0 0 u n i t s

TOTAL 5 9 5 , 4 2 8 u n i t s

Th e Ad Ho c Lo w I n c o me H7 u z i n g Co a l i t i o n r e c o r 7 r e nd s Ci a t a n a d d i t I o n a l
2 0 0 , 0 0 0 n e w o r s ub s t a n t : a l l y r e i a bi Zi t a t e d 7 u h l i c i v u d n g t s b e a d d e d t o

t . %r f i . s c a l 1 9 7 8 p r o p o ( c i s . s wo u l d r e q u i r e a n a d d i t i o n a l 8 7 0 0 mi l l i o n

-i n c o n t r a c t a u t h o r i t?.j , a s a e r i n o a p e r ura: t c o s t o f • ' . 3506. ( HUD' s J a nu a r , .

b u d g e t s l o ws 1 9 7 7 p u b l i c Ya u g n g c o s t s a t 3 , 4 2 2 p e r um: t .
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On e ma j o r p r o b l e m wh i c h i s n o t a d d r e s s e d i n t h e Ad mi n i s t r a t i o n ' s p r o p o s a l s
i s t he n e e d f o r d e e p e r s u b s i d i e s f o r t h e 2 3 6 p r o g r a m, i n o r d e r t o r e d u c e i n t o l e r a b l e
r e n t - i n c o me r a t i o s a n d t o e n a b l e t h e . 4 7 7 , 3 0 2 3 6 u n i t s wh i c h a r e e x p e c t e d t o b e
i n o c c u p a n c y b y t h e e n d o f 1 9 7 7 t o s e r v e l o we r i n c o me p e o p l e . Th e Ho u s i n g a n d
Co mmu n i t y De v e l o p me n t Ac t o f 1 9 7 4 P r o v i d e d b o t h d e e p s u b s i d i e s u n d e r 2 3 6 , wh i c h
h a v e b e e n p r o v i d e d f o r p r o j e c t s a p p r o v e d s i n c e t h e n , a n d o p e r a t i n g s u b s i d i e s , wh i c h
h a ve b e e n p a i d o n l y u n d e r c o u r t o r d e r . HUD h a s r e s i s t e d b r o a d e r i mp l e me n t a t i o n
o f t h e o p e r a t i n g s u b s i d y p r o v i s i o n .

At t h e s a me t i me , HUD h a s i mp l e me n t e d a b a i l - o u t p r o g r a m, u s i n g b o t h
S e c t i o n 8 a n d p u b l i c h o u s i n g , t o d e a l wi t h 2 3 6 a n d o t h e r p r o j e c t s i n f i n a n c i a l
d i f f i c u l t y . Wh i l e t h e s t a t e d i n t e n t o f t h i s p r o g r a m wa s t o p r o v i d e s u c c o r t o
p r o j e c t s wh i c h mi g h t o t h e r wi s e b e f o r e c l o s e d a n d v a c a t e d , a r e c e n t r e p o r t i n d i c a t e s
t h a t HUD h a s - - r i g h t l y i n o u r v i e w - - a l s o u s e d t h e p r o g r a m t o r e l i e v e t h e
p r e s s u r e s o n t e n a n t s wh i c h wo u l d r e s u l t f r o m i n c r e a s e d r e n t s .

Ad d i t i o n a l a u t h o r i z a t i o n s a n d a p p r o p r i a t i o n s wi l l b e n e e d e d , i n o u r o p i n i o n ,
t o i mp l e me n t t h e S e c t i o n 2 3 6 o p e r a t i n g s u b s i d y p r o v i s i o n s a s b ; p d l y a s t h e y
s h o u l d b e , o v e r a p e r i o d o f y e a r s . Ra t h e r t h a n d o i n g t h i s , t h e Ad Ho c Lo w
I n c o me Ho u s i n g Co a l i t i o n r e c o mme n d s a s p e c i a l a u t h o r i z a t i o n o f c o n t r a c t a u t h o r i t y ,
t o b e a v a i l a b l e u n t i l u s e d , t o p r o v i d e e x i s t i n g S e c t i o n 8 s u b s i d i e s t o 2 3 6
p r o j e c t s , o r t o c o n v e r t t h e m t o S e c t i o n 8 o r p u b l i c h o u s i n g - - a s s e e ms mo s t
a p p r o p r i a t e i n e a c h i n s t a n c e . Th e p r o v i s i o n s o f S e c t i o n 2 1 3 g o v e r n i n g a l l o c a t i o n
o f h o u s i n g s u b s i d y f u n d s s h o u l d n o t a p p l y t o t h i s p r o g r a m. Th e o b j e c t i v e s h o u l d
b e t o ma k e t h e b e s t p o s s i b l e u s e o f t h e p r e s e n t i n v e n t o r y o f 2 3 6 h o u s i n g t o me e t
t h e n e e d s o f l o w a n d mo d e r a t e i n c o me p e o p l e a t r e n t s t h e y c a n a f f o r d t o p a y .

Co mmu n i t y De v e l o p me n t

Th e Co a l i t i o n we l c o me s a n d a p p l a u d s S e c r e t a r y Ha r r i s ' r e c e n t s t a t e me n t
o n t h e c o mmu n i t y d e v e l o p me n t p r o g r a m a h Ai t s r e l a t i o n s h i p t o HUD' s o v e r a l l g o a l s :

I wi l l n o t b e a n a d v e r s a r y o f c i t i e s a n d t h e De p a r t me n t wi l l
n o t b e t h e i r a d v e r s a r y . Qu i t e t o t h e c o n t r a r y , we wi l l b e c o me
t h e n a t i o n a l a d v o c a t e o f c i t i e s . We wi l l i n s i s t , h o we v e r , t h a t
a n y u n i t o f g o v e r n me n t u s i n g f u n d s wi l l u s e t h o s e f u n d s i n
p u r s u i t o f t h e a i ms s e t b y Co n g r e s s .

We wi l l e x p e c t c o mmu n i t i e s t o a c c e p t a f a i r s h a r e o f l o w
a n d mo d e r a t e i n c o me h o u s i n g a n d v i g o r o u s l y p r o mo t e f a i r h o u s i n g .

wi l l e x p e c t c o mmu n i t i e s t o i n v o l v e a f f e c t e d c i t i z e n s i n
t h e p r o c e s s o f d r a f t i n g a n d i mp l e me n t i n g c o mmu n i t y d e v e l o p me n t
a n d h o u s i n g p l a n s .

We wi l l e x p e c t c o mmu n i t i e s t o d i r e c t d e v e l o p me n t a n d h o u s i n g
p r o g r a ms t o wa r d l o w a n d mo d e r a t e i n c o me c i t i z e n s . I d o n o t
c o n s i d e r t h i s t o b e j u s t a n o b j e c t i v e o f t h e b l o c k g r a n t p r o -
g r a m - - i t i s t h e h i g h e s t p r i o r i t y o f t h e p r o g r a m, a n d we i n
t he f e d e r a l g o v e r n me n t mu s t s e e t o i t t h a t t he t h r u s t o f t h e
p r o g r a m s e r v e s t h a t o b j e c t i v e .
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Ev e n wi t h t he i n c r e a s , s p r o p o s e d b y S e c r e t a r y Ha r r i s , t h e r e s o u r c e s
a - a i l a h l a t o d e a l wi t h p r o b l e ms o f l o w i n c o me a nd : a l i gh t e d n e i d h b o r h o o d s u n d e r

c o mmu n i t y d e v e l o p me n t p r o d r a m a r e s l e n. de r c o e o . Th e p h a s e - o u t o f t h e
h a r ml e s s P r o v i s i o n s nt d, d r a wn -p a r t 2 . , d 1 r I t t , d i i s n da t he i n a d e q u a c y o f

i v i o t a ' ' ' Tundi ng f o r a r e a s wi t h g r e a t e , t n e e d : c J h t e n t r n s o f l o w i n c o me

p o o r h o u s i n , , a n d d e c l i n i n g l o c a l : 7? - 3 0,A r C . To me e t t h i s n e e d , HUD
h a s p r o p o s e d a r e v i s e d f o r mu l a , a l l o wi n g e n t i t l e me n t c o mmu n i t i e s t o c h o o s e

' Pe t we e n t h e b e t t e r o f t he p r e s e n t f o r mu l a o r o n e b a s e d o n a g e o f h o u s i n g , " g r o wt h
t a g a n d p o v e r t y . Th e d u a l f o r mu l a a p p r o a c h i s c l e a r l y d e s i g n e d t o p r o v i d e a
k i n d o f b u i l t - i n h o l d h a r ml e s s f o r t h o s e e n t i t l e me n t c o mmu n i t i e s wh i c h h e n e -
f i t e d - - t o a n u n a n t i c i p a t e d d e g r e e i n ma n y i n s t a n c e s - - f r o m t h e f o r mu l a o f
t h e 1 9 7 4 a c t , e n d t o a d d t o i t a mo r e r e a l i s t i c me a s u r e o f n e e d i n t e r ms o f
me e t i n g t h e o b j e c t i v e s s t a t e d s o we l l b y Se c r e t a r y Ha r r i s , c i t e d a b o v e .

Th e Ad Ho c Lo w I n c o me Ho u s i n g Co a l i t i o n u r g e s t h a t a s i n g l e f o r mu l a b e
u s e d : b a s e d o n n e e d , n o t 1 9 7 7 h o l d h a r ml e s s . We ma k e t h i s r e c o mme n d a t i o n
wi t h f u l l a wa r e n e s s t h a t a l l o f t h e c o mmu n i t i e s r e c e i v i n g e n t i t l e me n t f u n d s
a r e a wa r e o f t h e i r o wn n e e d s , a n d o f t he d e s i r a b i l i t y i n t i me s o f r i s i n g c o s t s
o f u s i n g f e d e r a l a s s i s t a n c e i n me e t i n g t h e m. Bu t , j u s t a s t h e h o u s i n g n e e d s o f
mi d d l e i n c o me f a mi l i e s a r e l e s s c r i t i c a l t h a n t h o s e o f l o w i n c o me f a mi l i e s , s o
t h e c o mmu n i t y d e v e l o p me n t n e e d s o f n e we r c i t i e s a n d ma n y s u b u r b a n a r e a s a r e
l e s s c r i t i c a l t h a n t h o s e o f o l d e r , d e c l i n i n g a r e a s wi t h l a r g e n u mb e r s o f l o w
i n c o me p e o p l e a n d d e c l i n i n g r e s o u r c e s t o a d d r e s s t h e i r n e e d s .

We t h e r e f o r e u r g e t h a t t h e a d d i t i o n a l f o r mu l a p r o p o s e d b y HUD, wi t h o r
wi t h o u t r e f i n e me n t b a s e d o n c a r e f u l s c r u t i n y o f i t s a d e a u a c y , b e u s e d t o
d e t e r mi n e e n t i t l e me n t a l l o c a t i o n s . Fu r t h e r , b e c a u s e we f i n d t h e f o r mu l a r e v i e w
P r o c e s s j u s t e n g a g e d i n t o h a v e b e e n f r u i t f u l , we u r ge t h a t t h e Co n g r e s s a g a i n
Pr o v i d e f o r r e v i e w o f t h e f o r mu l a , b o t h i n t e r n s o f i t s a d e q u a c y t o me e t p r e s e n t
n e e d s a n d i n t e r ms o f c h a n g i n g n e e d s , a t t h e e n d o f e a c h t h r e e - y e a r a u t h o r i z a t i o n .

Fi n a l l y , t h e Ad Ho c Lo w I n c o me Ho u s i n g Co a l i t i o n r e c o mme n d s e n a c t me n t ,
i n r e v i s e d f o r m, o f a p r o p o s a l a d o p t e d by t h e Ho u s e l a s t y e a r b u t d r o p p e d i n
c o n f e r e n c e . Th i s i s t he Co mmu n i t y De v e l o p me n t Emp l o y me n t As s i s t a n c e p r o p o s a l ,
wh i c h we u r g e be mo r e s h a r p l y f o c u s s e d o n h o u s i n g r e p a i r a n d we a t h e r i z a t i o n .
Th i s p r o p o s a l , wh i c h wo u l d p r o v i d e a d d i t i o n a l g r a n t s f o r j ob - i n t e n s i v e a c t i v i t i e s
t o c o mmu n i t i e s wi t h h i g h r a t e s o f u n e mp l o y me n t , wo u l d i n o u r v i e w q u i c k l y p r o -
v i d e u s e f u l j o b s i n n e i g h b o r h o o d s wi t h h i g h u n e mp l o y me n t . I t s h o u l d b e c o n s i d e r e d
a n u r g e n t a d d i t i o n t o t h e p r o g r a ms p r e s e n t l y u n d e r c o n s i d e r a t i o n b y t h e Co n g r e s s
t o d e a l wi t h u n e mp l o y me n t .
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Mr . AuCoi N. Tha nk you.
Mr . Cavanaugh, l et me ask you t hi s quest i on. I a m wonder i ng i f

i t i s your bel i ef t hat we i n t he Congr es s shoul d set a st at ut ory i ncome
el igi bi l i t y l evel f or Fa r mer s Ho me owner shi p assi st ance such as we
have i n s ome cases i n t he HU D pr ogr ams .

Woul d t hat be your r ecommendat i on t o t he Congr es s?
Mr . CAVANAUGH. I t woul d be my r ecommendat i on, yes.
I t hi nk t hat t he hi st ory of what has happened t o t he pr ogr am

i n veer i ng a wa y f r om t hi s r equi res s ome st at ut ory cei l i ng on it. -
Mr . AuCoi N. Let me ask you t hi s. I t end t o agr ee wi t h wha t you

say whe n you say t hat r ur al ar eas have been shor t changed i n re-
cei vi ng Feder al assi st ance.

One of t he r esponses I al ways get whe n I rai se t hi s s ame concer n
i s t he cl ai m t hat t her e ar e several separat e r ur al pr ogr ams out si de
of H U D such as t he Rur al Devel opment Ac t or Fa r mer s Ho me Pr o-
gr ams t o s uppl ement any, or over come any appar ent di scr i mi nat i on
agai nst r ur al ar eas and H U D pr ogr ams .

I a m wonder i ng now you r espond t o t hat .
Mr . CAVANAUGH. The communi t y devel opment mone y i s spl i t , met r o/

nonmet r o. An d t aki ng t hat down t o t he Far mer s Ho me gr ant f unds ,
peopl e fai l t o r ecogni ze t hat al most one- t hi rd of t he Fa r mer s Ho me
moneys —gr ant moneys , ar e goi ng i nt o communi t i es i n met r opol i t an
areas.

So t hat whe n you st art t ot al i ng up who i s get t i ng what , you can' t
put al l of t he Fa r mer s Ho me act i vi t y on t he nonmet r o si de.

Ther e i s a bi g par t of i t t hat i s goi ng t o met r opol i t an areas.
Second, t he l evel of f undi ng. The gr ant mone y t hat ca me out of

t he wat er and sewer pr ogr ams , f or exampl e, was a l evel of ar ound
$200 mi l l i on. A t hi r d of t hat i s goi ng t o met r opol i t an areas.

And, al so, i t i s not 100 per cent gr ant mone y as i s t he H U D gr ant
f und.

The gr ant s t hat Fa r mer s Ho me gave l ast year aver aged about 30
t o 35 per cent of t he proj ect cost s wher eas i n H U D f undi ng you ar e
get t i ng 100-percent gr ant s.

A good deal of t he act i vi t y i s i n l oan money.
So t hat I t hi nk t hat t hat ki nd of ret or t t o t he effort of smal l com-

muni t i es t o get t hei r fai r shar e of t he H U D f unds i s real l y out of
pl ace.

An d E P A money, f or exampl e, peopl e say, wel l , t her e i s a pr ogr am
t hat deal s wi t h wat er and wast e pr obl ems.

Wel l , 83 per cent of t hese f unds go t o met r o areas. An d I don' t
t hi nk t hat- -

Mr . AuCoI N. The ci t i es woul d say t hat t hose proj ect s have a bi as
agai nst t he cit ies. An d you woul d rej ect t hat .

Mr . CAVANAUGH. I t hi nk whet her or not I woul d rej ect i t , t he Con-
gress appar ent l y i s goi ng t o rest ore t hat bal ance i n f avor of t he
cit ies.

As soon as r ur al ar eas get a ci nch on such a pr ogr am, t he l arger
communi t i es come i n as t hey have i n t hi s sessi on of Congr es s and ar e
aski ng f or t hei r shar e of t hat , cl ai mi ng t hat i t i s l opsi dedl y rural .

By t he t i me Congr es s i s f i ni shed i t wi l l not be t i l t i ng t owar d t he
r ur al si de.
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I t hi nk i t i s unbel i evabl e t hat we have a st at ue t hat says t hat i s i s
di st r i but i ng f unds accor di ng t o need, t hat i f you t ake al l of t he need
f or mul as used i n t he st at ut e except i n t he basi c met r o/ nonmet r o spl i t ,
you come out wi t h al most 50 per cent hi gher l evel t hat shoul d go t o t he
nonmet r o communi t i es .

An d t hat i s not a f i gure ma de up by t hose of us who have di rect
concer ns i n smal l communi t i es . I t i s a f i gure f r om t he Gener al Ac-
count i ng Office.

The st at ut e speaks wi t h a f or ked t ongue whe n i t t al ks about di s-
t r i but i ng t hese moneys accor di ng t o need.

Mr . AuCoi N. Ms . Dol bear e, 1 want t o ask you about t he bi l l t hat
you want i nt r oduced. We ar e l ooki ng careful l y at t he bi l l , and I t hi nk
i t i s saf e t o s ay t hat you wi l l see t he bi l l i nt r oduced. I a m not sur e
t hat i t wi l l have al l of t hese provi si ons.

Ther e ar e t wo r easons f or t hat . No. 1, I t hi nk t her e i s a real i nt erest
on par t t o i ncl ude ma ny of t he provi si ons of t he pr oposed bil l .

An d second, i nt roduct i on of i t woul d gi ve us a chance t o get s ome
concret e f eedback f r om t he admi ni st r at i ve si de, so t hat we can begi n
t o see wher e t he spar ks fl y and begi n t o ma ke s ome j udgment s based
on t hat .

Let me ask you a coupl e of qui ck quest i ons bef or e yi el di ng i n t he
br i ef a mount of t i me l eft avai l abl e f or my col l eagues.

On t he sect i on deal i ng wi t h weat her i zat i on, and I don' t recal l wha t
sect i on t hat is, sect i on 21, does t he bi l l cont empl at e per f or mance
st andar ds f or ener gy conser vat i on or prescr i pt i ve s t andar ds?

Ms . DOLBEARE. We woul d cont empl at e per f or mance s t andar ds and
we woul d not e t hat Fa r mer s Ho me now does not per mi t , because of
rest ri ct i ve st andar ds, ma ny ener gy conser vi ng t hi ngs whi ch shoul d
be al l owed, f or exampl e, usi ng wood st oves or sol ar heat or heat
pumps or what ever .

We woul d
Mr . AuCoi N. Tha t i s prohi bi t ed by t he act ?
Ms . DOLBEARE. By t he s t andar ds t hey ar e usi ng. We woul d have a

r equi r ement t hat t hey per mi t ener gy conser vi ng heat i ng syst ems and
t hat t hey r equi r e per f or mance s t andar ds f or ener gy conservat i on.

Mr . AuCoi N. Yo u have t al ked al so about t he deeper subsi dy f or
homeowner s hi p, and i t i s an honor abl e goal . But I a m wonder i ng i f
you ar e doi ng s o wi t h ful l knowl edge of HUD' s exper i ence under t he
sect i on 235 pr ogr am whi ch was not real l y a success whi ch was a
si mi l ar pr oposal , and Congr es s man Br own her e can at t est t o t hat .

Wh a t makes you t hi nk t hi s pr ogr am woul d wor k, gi ven t he r ecor d
sect i on 235 has had i n t he Depar t ment of Hous i ng and Ur ba n Devel op-
ment ?

Ms . DOLBEARE. Ma y I answer t hat , havi ng s ome f ami l i ar i t y wi t h
sect i on 235?

Mr . AuCoi N. Sur e.
Ms . DOLBEARE. Wh a t Fa r mer s Ho me now has i s anal ogous t o sect i on

235 because t hat sect i on pr ovi ded f or a r educt i on of t he i nt erest rat e
t o 1 percent .

The owner st i ll had t o pay f or uti l i t ies, mai nt enance, repai rs, t axes
and so f or t h or 20 per cent of t hei r i ncome, whi chever was hi gher . So
wha t we ar e pr oposi ng i s somet hi ng whi ch i s di fferent f r om sect i on
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235. Par t of t he pr obl em under sect i on 235 was s i mpl y t hat , even
t hough you had i nt erest r educed t o 1 percent , i f you had repai r s or
i f you had i ncreases i n ut i l i ty cost s or i f your t axes went up, i f
your i ncome di d not go up you coul d not pay f or it .

Ther e wer e s ome pr obl ems wi t h scandal s as wel l , but t he basi c
pr obl em wi t h t hat pr ogr am was t hat i t was an effort t o ser ve l ow-
i ncome fami l i es wi t hout pr ovi di ng deep enough subsi di es t o enabl e
t hem t o meet t hei r hous i ng cost s.

The r eason we ar e pr oposi ng t hi s i s because of HUD' s exper i ence
wi t h t he sect i on 235 pr ogr am and because of t he subsi dy f or mul a
whi ch has been enact ed i n sect i on 8 whi ch we t hi nk woul d be ef-
fect i ve f or homeowner s as wel l .

I t i s an addi t i onal subsi dy whi ch woul d cover t he di fference bet ween
15 percent of a ver y l ow- i ncome f ami l y' s i ncome and t he amount
t hat t he 1- per cent l oan cost s.

So i f you want t o use i t i n t hese t er ms, i t woul d be a sect i on 8
subsi dy on t op of a sect i on 235 subsi dy.

Mr . CAVANAUGH. Ther e i s somet hi ng el se t o be added at t hi s poi nt .
I t deal s di rect l y wi t h t he cons umer and t he bor r ower and st ays wi t h
t hat cons umer and bor r ower and ai ds hi m i n hi s housi ng pr ocessi ng
and hi s mor t gage payment s and gener al l y i s di rect l y i nvol ved wi t h
t he pr oduct i on and t he over seei ng of t he mor t gagi ng and f i nanci ng
and col l ect i on of t he housi ng.

That i s compl et el y di fferent f r om what happened i n ma ny ar eas
i n sect i on 235. Whe r e real l y t he pr ogr am of t en was i n t he hands
of t he scal awags whos e onl y i nt erest was i n di sposi ng of t he house
i n a br oader mar ket t hat was ai ded by deep subsi di es, and i t was t hen
ended.

An d I t hi nk t hat has been t he pi t fal l of ma ny H UD pr ogr ams.
An d Far mer s Ho me has a di fferent charact eri st i c whi ch I t hi nk i s
pr oven by i t s pr ogr ams, t he pr ogr ams i t now has.

Mr . Au-Conv. Ther e ar e a number of ot her quest i ons, and I want
my col l eagues t o be abl e t o ask quest i ons, t oo.

But l et me ask one final quest i on about sect i on 2. Ha ve you cont em-
pl at ed t he admi ni st r at i ve bur den t hat you woul d i mpose on t he agency
by requi r i ng Far mer s Ho me t o set up an escr ow sys t em?

I t woul d s eem t o me t hat you ar e real l y t al ki ng about a real admi n-
i st rat ive bur den f or an agency t hat has had no exper i ence. An d I
wor r y about t hat , addi ng on an admi ni st r at i ve bur den, unl ess i t i s
real l y essent i al .

I know i n par t s of my di st ri ct , count y commi ssi oner s have had t o
hi re an empl oyee t o t ur n over t o t he Far mer s Ho me Admi ni st r at i on
Office t o hel p t hem meet t hei r l ocal needs. That i s how bad i t is.

No w, sect i on 2 ma y not go t o t hat quest i on
'

but i t i s par t of it. An d
I a m ver y sensi t i ve t o t he wa y we st ret ch t hi s Agency' s responsi bi l i t i es
out .

Mr . CAVANAUGH. I t hi nk t hat t hat i s a f undament al pr obl em i nde-
pendent of escr owi ng.

We have had t he Rur al Devel opment Act , t he Hous i ng and Com-
muni t y Devel opment Act of 1974, and Congr ess has r esponded, i t
has pr ovi ded f unds t o a l ar ger st aff of t hat agency whi ch had been
t ur ned asi de i n t he past . An d hopef ul l y t here wi l l be a change i n t hat .
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Mr . AuCong. Sect i on 2-
Mr . CAVANAUGH. I t hi nk t her e i s a st aff savi ng. I f i n f act you escr ow

peopl es' payment s you avoi d t he del i nquency pr obl ems.
Heaven knows what pr obl ems we woul d have i f our own mor t gages

wer e not regul ar l y escr owi ng. I s hudder t o t hi nk of t he annual day of
r eckoni ng. An d t hat i s par t of t he pr obl ems t hat Far mer s Ho me now
has, t hat when t here i s an economi c pi nch, i f t hat does not occur at
t he r i ght t i me of year s omebody i s caught ver y shor t i n t r yi ng t o come
up wi t h t he t axes al l i n one l ump s um.

Mr . Au Co m. We wi l l have ot her quest i ons t hat we woul d l i ke t o
pr ovi de t o you and have you r espond t o t hem i n wr i t i ng.

Mr . Cochr an, di d you want t o r espond?
Mr . COCHRAN. We have never been abl e t o get anyt hi ng out of

Far mer s Ho me except gr oans at t he t hought of di ver t i ng money t o
t he escr ow pr ogr am.

We don' t know how muc h t i me count y supervi sors s pend checki ng
r ecor ds t o ma ke sur e t he t axes have been pai d. So t hat I a m not i m-
pressed by t he ar gument t hat t hi s woul d be a bur den on t he agency.

They woul d undoubt edl y have t o gr ease t hei r comput er up and re-
vi se s ome of t hei r pr ocedur es, but i f you t ake a combi nat i on of del i n-
quenci es, forecl osures, checki ng on t he payment of i nsur ance and
pr oper t y t axes whi ch t hey have t o do anyway, I don' t t hi nk t he net
di fference i n cost woul d be great .

But i t woul d ma ke a real di fference t o a l ot of poor peopl e who
at t he end of t he year f i nd t hemsel ves f aced wi t h $500 i n t axes and
$100 i n i nsur ance and no money t o pay i t wi t h.

So t hey fal l i nt o ar rears, l ose t hei r homes , t he st aff has t o di spose
of t hem. Ho w can we j ust i fy gi vi ng s omebody l i ke me an F HA/ HUD
l oan wher e t he cost of i nsur ance and t axes i s t ucked awa y mont h by
mont h and t hen tel l a f ami l y wi t h 15 per cent of my i ncome and say,
" Yo u be t hri f t y. You put t hat money a wa y and get pr epar ed t o pay
at t he end of t he year or we wi l l t ake your house out f r om under
you. "

I t hi nk i t i s unwi se. I t hi nk i t is poor economy, and I t hi nk i t i s
enor mousl y unj ust .

Mr . AuCoI N. An d I t hi nk I have got your poi nt .
[ Laught er . ]
Mr . Au-Consr. Mr . Lundi ne ?
Mr . Ll 7NDI NE. Tha nk you.
I a m under mor e severe t i me rest rai nt s t han t he 5- mi nut e rul e. Fi rst ,

I wi sh t o say Ms . Dol bear e, t hat I woul d l i ke t o be abl e t o ask you
speci fi c quest i ons about var i ous sect i ons of your bi l l i n wr i t i ng, get
your response, and ma ke t hat a par t of t he record.

Ms . DOLBEARE. I wi l l be del i ght ed t o.
Mr . LUNDI NE. Al l r i ght . Tha nk you.
[ The f ol l owi ng ar e wr i t t en quest i ons submi t t ed by Congr es s man

Lundi ne t o Ms . Dol bear e, al ong wi t h her answer s f or t he r ecor d: ]
Ques t i on 1. Sect i on 2 Es c r ow Account . Wh a t i s your es t i mat e of t he addi -

t i onal admi ni s t r at i ve bur den pl aced on F mH A by r equi r i ng t he m t o set u p a n
es c r ow s ys t e m? Mr . Hal l er an ha s t est i f i ed bef or e our commi t t ee t hat t he i mpl e-
ment at i on of s uch a r equi r ement woul d necessi t at e a n addi t i onal st af f of 300
t o 400 per s ons . Do you agr ee, a nd i f so, h o w woul d you j ust i f y t hi s cos t ?

Ans we r . Th e a ns we r i s t hr eef ol d:
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1. F mH A per s onne l cur r ent l y s pe nd cons i der abl e a mo u n t s of t i me checki ng
t he s t at us of t a x pa yme nt s a n d i ns ur ance pr e mi ums . Es t abl i s hment of es c r ow
account s woul d, t hr ough t he ut i l i zat i on of r egul ar , s ys t emat i zed pr ocedur es , r e-
duc e t ha t t i me si gni f i cant l y.

2. Th e one- t i me, year - end i mpos i t i on of a s ubs t ant i al t a x a n d i ns ur ance bi l l ,
r unni ng i n ma n y cas es t o s ever al hundr e d dol l ar s , cont r i but es si gni f i cant l y t o
t he del i nquency pr obl e m F mH A offi ci al s s a y t hey a r e cons t ant l y f i ght i ng. An y
r educt i on i n del i nquenci es a n d i n t he t i me s pent by F mH A i n deal i ng wi t h t h e m
i s a cl ear s avi ng i n ma n po we r .

3. Ev e n i f i t we r e t o r equi r e 300- 400 addi t i onal st af f pe r s ons ( a n d we be-
l i eve t he s avi ngs pos t ul at ed i n one a n d t wo a bove woul d c ut t ha t f i gur e a t l eas t
i n hal f ) t he cos t i s not exhor bi t ant . Th e es t i mat ed a ve r age sal ar y of al l F mH A
empl oye e s i n f i scal year 1977 i s $13, 902. I f i t s houl d r equi r e 400 n e w st af f a t
t hat s al ar y ( kee pi ng i n mi n d t he huge maj or i t y of t he j obs woul d be cl er i cal )
t he cos t woul d be appr oxi mat e l y $5. 6 mi l l i on. Thi s i s l ess t ha n t he a mo u n t r e-
ques t ed f or pa y i ncr eas es ( $6. 1 mi l l i on) f or pr es ent st af f .

We bel i eve a mo r e r eal i st i c f i gur e of cos t t o be a bout $2. 5 mi l l i on. I t mi ght be
poi nt ed out t ha t F mH A r eques t ed $2. 3 mi l l i on i n f i scal year 1977 " t o i mpl e me nt
a n Uni f i ed Ma n a g e me n t I nf or ma t i on Sys t em. " Th e pr obl e ms a n d cos t s a r e not
di ssi mi l ar .

Just i f i cat i on f or t he addi t i onal cos t we bel i eve i s evi dent i n t he a bove di s-
cus s i on—gr e a t e r ef f i ci ency a n d r educe d del i nquenci es . I t s houl d al so per mi t
F mH A l ocal pr of es s i onal - l evel per s onnel t o devot e mo r e - t i me--to s ubs t ant i ve pr o-
g r a ms a n d l ess t o cl er i cal t asks . _

Quest i or i 2. Sect i on 3 Rur a l Hou s i ng Res ear ch. Coul d you e xpa n d o n t he ne ed
f or t hi s a nd t he appr opr i at enes s of ha vi ng addi t i onal r es ear ch d on e t hr ough
F mH A r a t her t ha n a n i ndepende nt s our ce?

Ans we r . I f t her e we r e not si gni f i cant di f f er ences i n t he hous i ng of met r opol i -
t an a n d no n- met r opol i t an f ami l i es , t her e wou l d be n o nee d f or a r ur al cr edi t
agency, s uc h a s Fa r me r s Ho me Admi ni s t r at i on. Fo r e xa mpl e , f i re ha z a r ds a n d
f i re pr ot ect i on di f f er gr eat l y be t we e n r ur al a n d ur ba n ar eas . Cent r a l wa t e r a n d
wa s t e di sposal s ys t ems a r e pr act i cal i n t he ci t i es, but a r e not i n t he ope n coun-
t r y. I ndi vi dua l al t er nat i ve ener gy s ys t ems , us i ng wi ndpowe r , me t ha ne
gas , s a w mi l l r ef use or t he s un, ma y be f a r mo r e f eas i bl e i n r ur al a r eas t ha n i n
ci t i es, yet t he r es ear ch addr es s ed t o t hes e a r e as t ends a l wa ys t o pr e s ume t he
ul t i mat e us er t o be ur ba n, a nd henc e does not f ocus o n wh a t mi ght wel l wo r k f or
7 0 mi l l i on r ur al r esi dent s .

Al t hough H U D ha s done s o me r es ear ch i n r ur al pr obl e ms —not a bl y i n hous i ng
di scr i mi nat i on a n d cr edi t avai l abi l i t y—i t s f ocus i s pr i mar i l y o n ur ba n ne eds a n d
ur ba n pr obl ems . We bel i eve t ha t t hi s i s appr opr i at e f or a n a ge nc y wi t h HUD' s
pr i ma r y mi s s i on. The r e i s i ncr eas i ng evi dence t ha t HUD' s offi ce of pol i cy devel -
o p me n t a n d r es ear ch i s car r yi ng out a n ef f or t t o ge ar HUD' s r es ear ch act i vi t i es
i nt o pr ogr a m de ve l opme nt a n d eval uat i on.

We bel i eve t hat , t o ma x i mi z e t he ef f i ci ency a n d r el evance of i t s pr ogr a ms t o
r ur al needs , Fa r me r s Ho me r equi r es t he s a me capaci t y. I nf or mat i on o n r ur al
hous i ng ne eds i s s i mpl y not avai l abl e, except t hr ough t he s a mpl e s ur ve ys of
t he Bu r e a u of t he Cens us . F mH A ha s us ed t he s a me r ough es t i mat e of f a r m-
wor ke r hous i ng ne eds f or year s . F mH A c a n pr ovi de n o sol i d i nf or mat i on o n t he
pot ent i al r equi r ement s f or r ehabi l i t at i on l oans a n d gr ant s .

F mH A us es HUD' s mi n i mu m pr oper t y a n d si t e deve l opme nt s t andar ds , whi c h
l eads t o hi gher cos t s a nd i r r el evant r equi r ement s i n s o me i ns t ances ( f or e x a m-
pl e, F mH A s ubdi vi s i ons ha ve pa ve d s i dewal ks , e ve n t hough t her e ma y be no
ot her s f or mi l es a r ound) .

Wi t hout a n i n- hous e r es ear ch capabi l i t y, t hi s s i t uat i on wi l l cont i nue. Ur b a n
s t a ndar ds a r e of t en i nappr opr i at e f or r ur al ar eas , a n d r ur al r es i dent s ought not
t o be wi t hout t he r e s our ce s —t hr ough a t l eas t a l i mi t ed r es ear ch capaci t y i n
F mHA—t o devel op sui t abl e s t andar ds . Wh e n t he soi l won' t per k, a n d a t r adi t i onal
sept i c s ys t e m c a nnot be us ed, a cent r al s e we r i s not necessar i l y t he bes t _( or
c heapes t ) a ns we r .

Th e $1 0 mi l l i on F mH A r es ear ch budge t whi c h we pr opos e i s, i n our vi ew,
essent i al i f F mH A i s t o pr ovi de r el evant pr ogr a ms a n d addr es s t he mos t cr i t i cal
r ur al hous i ng a n d c o mmu n i t y de ve l opme nt needs i n a s ound wa y . I t i s one- si xt h
of t he H U D r es ear ch r eques t f or t he cur r ent year . Ye t r ur al a r eas ha ve cl ose
t o one- t hi r d of t he popul at i on a n d mo r e t ha n t hei r s ha r e of hous i ng pr obl ems
a n d hous i ng needs .
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Ques t i on 3. Sect i on 4 Compe ns a t i on f or St r uct ur al Def ect s . I t i s my under -
s t andi ng t ha t a pr opos al s i mi l ar t o your s ha s been wr i t t en i nt o s ect i on 518b of
t he H U D pr ogr a m r egar di ng ol d cons t r uct i on a n d ha s pr oven i mpos s i bl e t o
admi ni s t er . I n l i ght of t hi s, wh a t pr ovi s i ons ha ve you i ns er t ed t o as s ur e t hat t hi s
s a me f ai l ur e won' t be r epea t ed by F mHA? Whi l e I under s t and t hat H U D sect i on
518a whi c h ha s be en appl i ed t o n e w cons t r uct i on ha s been qui t e succes sf ul , wh a t
woul d be t he cos t of ext endi ng s uc h cover age t o F mH A hous i ng pr oj ect s?

Ans we r . Whi l e t he pr opos al f or c ompens a t i on f or s t r uct ur al def ect s i s mode l e d
o n Sect i on 518( b) of t he Nat i onal Hous i ng Act , t her e a r e bas i c di f f er ences
be t we e n t he s i t uat i on whi c h sect i on 51 8( b) wa s des i gned t o r e me d y a n d t he
pos i t i on of pur chas er s of F mH A houses .

F mH A oper at es t hr ough a decent r al i zed s ys t e m, t hr ough whi c h count y s uper -
vi sor s per sonal l y i nt er vi ew t he pur chas er s , dea l wi t h bui l der s , a n d i ns pect t he
pr oper t i es . Th e r esponsi bi l i t y of t he F mH A s uper vi sor i s t o s ee t hat t he pur chas er
obt ai ns a decent hous e , one whi c h me e t s t he s t andar ds es t abl i shed by F mHA.
Be c a us e of t hi s per s onal i nvol vement , bui l der s a r e hel d t o hi gher s t andar ds t ha n
H U D has , i n f act , be en abl e t o enf or ce.

Th e e na c t me nt of Sect i on 518( b) wa s a r es pons e t o t he a bus e a n d mi s us e of
F HA pr ogr a ms i n i nner ci t y a r eas by uns cr upul ous r eal es t at e deal er s a n d
abs ent ee owner s . Fr equent l y wi t h t he act i ve col l usi on of F HA ( a n d ma n y off i ci al s
h a ve bee n i ndi ct ed or j ai l ed f or t hei r i nvol vement ) , owne r s or oper at or s of s ub-
s t andar d hous i ng d u mp e d i t o n t hei r t enant s , wi t h F HA mor t ga ge s unde r sect i on
221 ( n o s ubs i dy, but mi ni ma l d o wn p a y me n t a n d 4 0- year t e r m) or Sect i on 235.
I n Phi l adel phi a, f or e xa mpl e , own e r s sys t emat i cal l y sol d t hei r hous es u pon r e-
cei vi ng not i ces of s er i ous vi ol at i ons f r o m t he hous i ng c ode e nf or c ement agency.
FHA' s s t ance wa s t ha t i t ha d n o r esponsi bi l i t y t o t he pur chaser s . Th e di r ect or
of t he Phi l adel phi a offi ce per sonal l y s t at ed t o me a n d ot her s t hat F H A appr ai s er s
we r e not bui l di ng i nspect or s , t ha t FHA' s r esponsi bi l i t y wa s t o s ee t ha t t he pr i ce
wa s c ompa r a bl e t o ot her s i n t he ne i ghbor hood, a n d t ha t i t wa s u p t o t he buye r
t o de t e r mi ne s oundne s s of cons t r uct i on.

Tho us a n ds of buye r s wh o h a d pur c has ed h o me s —s o me "unf i t f or h u ma n habi -
t at i on" by hous i ng code s t a nd a r d s —ha d n o r ecour se. I t wa s t hi s s i t uat i on whi c h
Sect i on 518 ( b) wa s des i gned t o r e me dy. Dea l i ng wi t h s ome _hous e s whi c h never
s houl d ha ve be en sol d i n t he f i rst pl ace ; wi t h ot her hous es whi c h ma y or ma y not
ha ve been i n a de qua t e condi t i on a t t he t i me of s al e but whi c h becaus e of a ge or
l ack of pr oper ma i nt e na nc e deve l oped def ect s ; wi t h t he cons equences of i nt er nal
a n d ext er na l cor r upt i on; a n d ha vi ng n o r el i abl e r ecor ds on whi c h t o r el y, H U D
a n d F H A we r e cl ear l y f aced wi t h e no r mou s admi ni s t r at i ve pr obl ems . Th e gr os s
i nequi t y whi c h ha s vi si t ed up on t he buyer s wh o , under s t andabl y but wr ongl y,
a s s ume d t ha t t he i nvol veme nt of t he f eder al gove r nme nt i mpl i ed a ki nd of
wa r r a nt y, j ust i f i es 518( b) a n d j ust i f i es f aci ng t he admi ni s t r at i ve pr obl ems whi c h
i t ha s cr eat ed.

The r e i s n o r eas on t o t hi nk, howe ve r , t ha t pr ovi s i on of c ompa r a bl e pr ot ect i on
t o F mH A pur chas er s wi l l l ead t o pr obl e ms o n anyt hi ng l i ke t he scal e cr eat ed b y
518( b) . The r e ha ve be en abus es , i n s o me i ns t ances , a n d i n t hes e i ns t ances buyer s
ar e, i n our vi ew, ent i t l ed t o r edr es s —par t i cul a r l y i n vi e w of t he cl ear ma n d a t e
of F mH A t o s ee t hat pur chas er s obt ai n hous i ng whi c h me e t s F mH A s t andar ds .

Th e H U D s t r uct ur al r epai r pr ogr a m wa s oper at ed i n f i scal year 1976 a t a gr os s
cos t of a bout $ 7 mi l l i on. We a r e unabl e t o de t e r mi ne t he of f set t i ng s avi ngs
accr ued b y mai nt a i ni ng t hos e h o me s i n t he bor r ower s ' ha nds r at her t ha n seei ng
t h e m a ba ndone d wi t h t he s ubs equent cos t o r f or ecl osur e, acqui s i t i on a n d di s-
posal . I t does s e e m cl ear , howe ve r , t ha t t he cos t s t o F mH A wo ul d be cons i der abl y
l ess t ha n t ha t —pr oba bl y a ne t cos t of l ess t ha n $2. 5 mi l l i on. Ca pa bl e st af f , o n
si t e, s houl d h a v e n o pr obl e m a nd of cour s e i n F mH A pr ogr a ms i t woul d be
handl ed by t he c ount y s uper vi s or wh o ma d e t he l oan a n d i s s er vi ci ng i t r i ght
al ong.

He k n o ws t he f ami l y, t he hous e a n d t he bui l der . Suc h a pr ogr a m wi l l gi ve t he
c ount y super vi sor anot her t ool t o dea l wi t h pot ent i al del i nquenci es . I t woul d not
be handl ed by r e mot e cont r ol t hr ough ba nks or f ee appr ai s er s .

Ques t i on 4. Sect i on 6 Appe a l s pr ocedur e. Wh i l e I a m s ympat he t i c t o t he pr ob-
l e m t ha t l oan pr ogr a ms mi ght n o w be f unct i oni ng t o assi s t onl y t hos e per s ons
on t he hi gher s i de of t he pover t y scal e, cat egor i cal l y denyi ng l oans t o ot her
mo r e ne e dy f ami l i es , es t abl i shi ng a ma n da t or y appea l s pr ocedur e doesn' t s e e m t o
s ol ve t he pr obl em. Speci f i cal l y, ma nda t or y appe a l woul d a ppe a r t o be cos t l y
wi t hout pr ovi di ng a n y r eal r edr es s t o t he per s on wh o ha s bee n deni ed t he l oan.
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An y t i me you ha ve l i mi t ed f unds avai l abl e, whe t he r i t be i n t he pr i vat e or publ i c
sect or , s o me per s ons a r e goi ng t o be deni ed f unds . Ca n you s t r uct ur e a mo r e
f eas i bl e r e me d y t o di s t r i but e avai l abl e moni e s —s ome t h i ng t hat woul d at t ack t he
pr obl e m mo r e di r ect l y r at her t ha n j us t t he s y mp t o ms ? I s t hi s pr ov i s i on r eal l yneces s ar y?

Ans we r . Th e appeal s pr ocedur e whi c h we pr opos e i s not des i gned t o addr es s t he
br oader pr obl em of F mHA' s i nabi l i t y t o s e r ve ver y l ow i nc ome peopl e t hr ough i t s
l oan pr ogr a ms . I t i s, r at her , a n ef f or t t o as s ur e t hat peopl e a r e not r ej ect ed f or
ar bi t r ar y r eas ons . F mHA' s r ecor d i n s er vi ng mi nor i t i es , f or e xa mpl e , i s a poor
one, a n d t her e a r e f r equent al l egat i ons of di s cr i mi nat i on by F mH A c ount y
super vi sor s . An egr egi ous e xa mpl e wa s doc ume nt e d s o me year s a go by t he Fl or i da
Hous i ng Pr o g r a m of t he Ame r i c a n Fr i ends Ser vi ce Commi t t e e a nd publ i s hed by
t he Rur a l Hous i ng Al l i ance unde r t he t i t l e, " Ab us e of Powe r . " Be c a us e of t he
i nvol ve ment of t wo nat i onal or gani zat i ons , t hi s s i t uat i on wa s deal t wi t h; but
count l es s ot her s ha ve been vi ct i ms of ar bi t r ar y act i ons by i ndi vi dual F mH A
st af f peopl e, wi t h n o r ecour se.

Th e f or egoi ng i s not i nt ended a s a bl anket i ndi c t ment of F mH A st af f . On t he
cont r ar y, we a r e s t r ong s uppor t er s of t he F mH A s t r uct ur e a n d del i ver y s ys t e ms
a s one whi c h i s t r ul y r espons i ve t o r ur al needs . I t does , howe ve r , r equi r e bui l t - i n
s a f eguar ds agai ns t abus e , a n d t he r i ght of appea l i s one of t hese.

We do not s ugges t , nor does t he l a ngua ge of our dr af t r equi r e t ha t ever y r e-
j ect ed appl i cat i on be a ppe a l e d; onl y t ha t t he appl i cant be i nf or me d of t he r eas on
f or t he r ej ect i on a n d of t he r i ght t o appeal . The r e a r e s ound, l egi t i mat e r eas ons
f or not ma k i n g l oans spel l ed out i n F mH A r egul at i ons. Th e y d o not i ncl ude s uc h
r eas ons a s r ace, s ex or mar i t al s t at us .

We r ecogni ze t ha t f unds a r e t oo s hor t t o s e r ve ever yone el i gi bl e. Ho we v e r , I
woul d poi nt out t ha t i n f i scal year 1976 ( i ncl udi ng t he t r ans i t i on Qua r t e r )
F mH A f ai l ed t o obl i gat e $460 mi l l i on avai l abl e f or h o me owner s hi p, h o me r epai r
a n d r ur al r ent al l oans . Th a t i s a bout 20, 000 l oans not ma de . Ma n y of t hos e l oans
mi ght ha ve been ma d e t o wo me n he a ds of hous ehol ds , or bl acks ( t he per cent age
of l oans t o bl acks ha s be en near l y hal ved i n t he pas t 8 year s ) or e ve n t o unma r r i e d
par ent s , h a d t he y appeal ed.

Ques t i on 5. Sect i on 8 As s i s t ance Aut hor i zat i on. Re ga r di ng t he i ncr eas es i n
aut hor i zat i ons t ha t a r e s ugges t ed, ar en' t ma n y of t he pr es ent l y ' aut hor i zed f unds
unus e d a n d woul dn' t t hi s f undi ng be ade qua t e?

Rur a l Hous i ng Pr ogr a ms , wi t h s o me di ff i cul t y, s ur vi ved t he ef f or t s ma d e dur i ng
t h pas t f our year s t o vi r t ual l y el i mi nat e hous i ng ef f or t s i n r ur al ar eas .

Ti me a n d aga i n r epr es ent at i ves of t he Nat i ona l Rur a l Hous i ng Coal i t i on a n d
ot her s i nt er est ed i n r ur al hous i ng ha ve gone t o t he Congr e s s a nd t o t he Cour t s
s eeki ng hel p i n r es t or i ng or i mpl e me nt i ng r ur al hous i ng pr ogr ams . Congr es s a n d
t he cour t s ha ve r es ponded wi t h mon e y , i nj unct i ons a n d l egi s l at i on. Bu t t he l ast
Admi ni s t r a t i on act ed mo s t r el uct ant l y i n act ual l y oper at i ng mos t pr ogr ams . Th e
$460 mi l l i on unut i l i zed i n Sect i ons 502, 504, a n d 515, ci t ed a bove a r e i l l ust r at i ve.
I t i s our bel i ef t ha t r espons i ve, s ympat he t i c admi ni s t r at i on of t he r ur al hous i ng
pr ogr a ms b y t he n e w Admi ni s t r at i on wi l l not onl y us e t he moni e s avai l abl e, but
wi l l us e t h e m f a r mor e ef f ect i vel y a n d ef f i ci ent l y.

Ques t i on 6. Sect i on 1 3 Cha nge s i n t he Gua r a nt e e d Lo a n Pr ogr a m. Wo u l d you
c o mme n t on t he desi r abi l i t y of el i mi nat i ng t he whol e guar ant eed l oan pr o gr a m
i n F mHA? Do pr i vat e s our ces ha ve a de qua t e r es our ces t o t r eat al l or a l mos t al l
of mode r a t e r ur al Ame r i c a n hous i ng needs ?

Ans we r . Th e guar ant e ed l oan pr ogr a m cl ear l y ca nnot as s i s t l ow- i ncome
f ami l i es a n d i s of dubi ous val ue t o t hos e i n t he uppe r s pe c t r um of mode r a t e-
i nc ome f ami l i es . I f i t we r e t he a n s we r t o our r ur al hous i ng pr obl e ms count y
ba nker s coul d ha ve been us i ng t he H U D guar ant ee ( F HA) pr ogr a m al l al ong.
Bu t t hey ha ve not . Th e r eas ons t he y ha ve not a r e uncl ear , but a s near l y a s we
c a n di scer n a r e bas ed u p o n :

1. Th e eas e wi t h whi c h r ur al f i nanci al i nst i t ut i ons c a n par t i ci pat e i n ur ba n
l endi ng pr ogr a ms wi t h a r el at i vel y hi gh r at e of r et ur n ( a s mal l b a n k i n r ur al
Al a b a ma c a n t hr ough a cor r es pondent b a nk i n At l ant a par t i ci pat e wi t h r ur al
depos i t s i n a de ve l opme nt l oan i n At l ant a, wi t h vi r t ual l y n o r i sk a n d n o wor k.
Th e whol e dea l i s ha ndl e d by t he At l ant a ba nk) .

2. Th e l ack of exper i ence wi t h f eder al pr ogr a ms c o mmo n t o mo s t r ur al ba nks ;
a n d

3. Th e gener a l di s t r us t of " r e d t a pe" a n d " t he bur e aucr ac y" ( not necessar i l y
unwa r r a nt e d) whi c h s ur r ounds HUD/ F HA guar a nt ee pr ogr ams .

86 - 085 0 - 7 7 - pt . 3 - 2 7
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An y guar a nt ee pr ogr a m, i ncl udi ng FmHA' s , r est s upon t he as s umpt i on t ha t
cons i der abl e s u ms of i nve s t ment mo n e y a r e l yi ng i dl e, s i mpl y wai t i ng t o be us ed
i n a guar ant ee pr ogr a m. We d o not bel i eve t hi s i s t he case. Mo n e y i s, of cour s e,
avai l abl e; but onl y a t a pr i ce hi gher t ha n i t cur r ent l y ear ns . I f a s t at e e mpl oyee s
pens i on s ys t e m s a ys i t h a s $ 8 bi l l i on t o i nves t i n r ur al hous i ng, i t wi l l ma k e t ha t
mo n e y avai l abl e wh e n t he r et ur n i s l i kel y t o be gr eat er t ha n t he r e t ur n t he
s ys t e m pr esent l y enj oys f r o m i t s ot her i nves t ment oppor t uni t i es . Th a t i s, t her e
I s n o f r ee mo ne y, a n d a gua r ant ee pr ogr a m mu s t pa y a compet i t i ve r at e of i n-
t er est . An d t hat i r r ef ut abl e e c onomi c f act ma k e s a n y guar ant ee pr ogr a m i n-
appr opr i at e f or l o w a n d mode r a t e i nc ome hous i ng.

I n shor t , pr i vat e s our ces d o ha ve mo n e y avai l abl e f or hous i ng, but i t woul d
be a t a cos t pr ohi bi t i ve t o al l but t hos e wh o ha ve a n a bove mode r a t e i ncome .

We s ee n o e conomi c nor phi l osophi cal r eas on t o ha ve a guar ant eed hous i ng
Loan pr og r a m i n F mH A ; but we r ecogni ze t hat , f or t hos e f ami l i es wh o d o r e-
cei ve a n a bove mode r a t e i nc ome , a n d wh o ne e d hous i ng, s uc h a pr o gr a m ma y
wel l be benef i ci al .

We i nsi st , howe ve r , t hat i f a guar ant eed pr ogr a m i s t o be r et ai ned i n F mHA,
t hat i t not det r act ei t her f i nanci al l y or admi ni s t r at i vel y f r o m t he l ow a n d mo d -
er at e i nc ome l oan pr ogr a ms whi c h ar e, a n d s houl d be, F mHA' s pr i nci pal hous -
i ng r esponsi bi l i t y. I t i s f or t ha t r eas on we ur ge t he e na c t me nt of l egi s l at i on
whi c h woul d i ns ur e admi ni s t r at i on of t he guar ant ee pr ogr a m be ha ndl e d a t t he
St a t e Off i ce l evel ; a n d t ha t guar a nt ee f unds be s egr egat ed f r o m i ns ur ed l oa n
f unds .

Ques t i on 7. Sect i on 1 4 Ho me Owne r s hi p Subs i dy f or Lo w a n d Mode r a t e I n c o me
Per s ons . I s a subs i di zed h o me owne r s hi p pr ogr a m r eal l y f easi bl e f or ver y l ow
i nc ome hous ehol ds ? Wo u l d s uc h f ami l i es be abl e t o ke e p u p pa yme n t s a s wel l a s
ot her expens es s uc h a s r epai r , t axes , et c. ? Woul dn' t t hi s par t i cul ar gr oup be
bet t er he l ped unde r a sect i on 8 r ent s uppl e me nt ?

An s we r . We r egar d t hi s pr opos al a s t he mos t i mpor t ant of our ent i r e bi l l .
I t i s ba s e d up on t hr ee i ncont r over t i bl e pr emi s es :

1. Mo s t f ami l i es pr ef er h o me owne r s hi p t o r ent i ng. Fo r e xa mpl e , t he 1974 An -
nua l Hous i ng Sur ve y s h o ws t ha t 8 9 per cent of al l hous ehol ds wi t h i nc ome s a bove
$25, 000 a r e h o me o wn e r s ; t hes e a r e hous ehol ds wh o cl ear l y c a n af f or d t o c hoos e
whe t her t o o wn or r ent .

2. Ho me owne r s t end t o f eel a gr eat er s t ake i n t hei r hous i ng a n d i n t hei r
c o mmu n i t y t ha n d o r ent er s . Thi s l eads t o bet t er mai nt enance.

3. Re nt a l uni t s a r e gener al l y s car cer i n r ur al ar eas , par t l y becaus e h o me o wn -
er shi p i s t he no r ma l f o r m of t enur e. ( 78. 3 per cent of al l r ur al hous ehol ds a r e
owner s , c ompa r e d wi t h 69. 5 per cent of ur ba n hous ehol ds . ) Re nt a l hous i ng i s
par t i cul ar l y ha r d t o f i nd f or f ami l i es r equi r i ng mo r e t ha n t hr ee bedr ooms .

The s e pr emi s es l ead us t o t he concl us i on t ha t h o me owne r s hi p i s a mo r e op-
pr opr i at e opt i on t ha n r ent al hous i ng a n d pr obabl y a l ess cost l y opt i on f or l ow
i nc ome f ami l i es wi t h chi l dr en.

I n es sence, t he s ubs i dy whi c h we pr opos e i s a Sect i on 8 s ubs i dy; t he chi ef
di f f er ence i s t ha t i t woul d be admi ni s t er ed ent i r el y by t he Fa r me r s Ho me Ad -
mi ni s t r at i on i ns t ead of r equi r i ng j oi nt admi ni s t r at i on be t we e n H U D a n d F mHA.
I n pr opos i ng a s ubs i dy whi c h wo ul d cover t he di f f er ence be t we e n " t he s u m of t he
mor t ga ge pa yme nt , i ncl udi ng pr i ni cpal a n d i nt er est , t axes , i ns ur ance , ut i l i t i es
a n d mai nt ena nce , a n d 1 5 per c e nt um of gr os s a nnua l i ncome , " we a r e pr opos i ng
pr eci sel y t he s ubs i dy wh i c h Sect i on 8 pr ovi des f or l ar ge, l o w i nc ome f ami l i es .
Fur t her mor e , t he s ect i on pr ovi des t ha t f unds f or t a xes a n d i ns ur ance be put i n
e s cr ow wh e r e t hi s s ubs i dy i s us ed. Thus , t her e s houl d be n o ques t i on, wi t h t he
s ubs i dy a t t hi s l evel , a bout t he capaci t y of t he buyer t o me e t al l of t he expens e s
of owner s hi p. Th e sect i on i s s uper i or t o Sect i on 8 i n t ha t i t cont ai ns pr ovi s i on
f or r ecover i ng al l or par t of t he s ubs i dy pa yme nt s i f t he buye r sel l s t he pr oper t y
a nd r ecei ves a wi ndf al l prof i t . Un d e r Sect i on 8, o n t he ot her ha nd, s ubs i dy pay-
ment s , onc e ma d e , a r e t he pr oper t y of t he owne r .

Th e admi ni s t r at i ve di f fi cul t i es, i n our vi ew, of t yi ng Sect i on 8 t o F mH A 502
woul d be e ve n gr eat er , becaus e i n t hi s i ns t ance t he f eder al gove r nme nt woul d
be deal i ng wi t h i ndi vi dual s a n d i ndi vi dual pr opet t i es , not pr oj ect s a n d r ent al
hous i ng ma na ge r s . Ther ef or e, we pr ef er us i ng t he Sect i on 8 s ubs i dy f or mul a ,
but l odgi ng i t s admi ni s t r at i on wi t hi n F mHA.

I t s houl d be not ed t ha t Sect i on 8( c ) ( 8 ) pr esent l y per mi t s publ i c hous i ng agen-
ci es t o us e Sect i on 8 subs i di es f or h o me owner s hi p, a l t hough t hi s pr ovi s i on of t he
l a w ha s not be e n i mpl e me nt e d by HUD.
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Fi nal l y, a s al r eady not ed, t her e i s r eas on t o bel i eve t hat s ubsi di es f or h o me
owner s hi p wi l l be l ess cost l y t han subsi di es f or compar abl e r ent al hous i ng—i f
onl y becaus e c ons ume r pr ef er ences a r e bei ng s er ved a nd mai nt enance i s l i kel y
t o be bet t er . The s e ar e s ound gr ounds , i n our vi ew, f or i nst i t ut i ng a Sect i on 8-
t ype, deep subs i dy pr ogr a m f or h o me owner s .

Ques t i on 8. Sect i on 1 5 Rur a l r ent al assi s t ance. Th e For d Admi ni s t r at i on s ai d
t hat sect i on 8 t i es i n adequat el y wi t h sect i on 515 t o t ake car e of t hi s pr obl em
a nd t hat cons equent l y F mHA addi t i onal r ent s uppl ement al pr ogr a ms i nvol ve
unneces s ar y dupl i cat i on? Wo u l d you car e t o c o mme n t ?

Ans we r . We f eel cons t r ai ned t o poi nt out t hat wh e n F mHA offi ci al s wer e
as ked t o r es pond t o t hi s s a me ques t i on, t hey r epl i ed t hat t he ma t t er wa s i n l i ti -
gat i on a nd t hey mi ght not c omme nt . We do not f eel t hat s a me const r ai nt . Th e
U. S. Di s t r i ct Cour t f or t he Di st r i ct of Col umbi a , i n r ul i ng on t he pl ai nt i f f s r e-
ques t f or a s u mma r y j udgme nt ( Roc ky For d et al v. But z ) s ugges t ed t hat t he
def endant ha d abus ed . hi s di scr et i on i n r ef us i ng t o i mpl eme nt t he r ent suppl e-
me n t pr ogr am. I shal l not t r y t o s umma r i z e t he Ro c k y For d br i ef her e. Suf f i ce
i t t o s ay, t hat t he Congr es s i n t he s a me Act , at t he s a me t i me, i n t he s a me Bi l l ,
f r om t he s a me Commi t t ees , enact ed bot h a r ur al r ent s uppl ement pr ovi s i on a nd
t he so- cal l ed Sect i on 8 s ubs i dy pr ogr am. The y we r e nei t her concei ved nor per -

- def f ed t o be Qn e a nd t he s a me , nor i nt er changeabl e. Th e y a r e s epar at e pr ogr ams ,
t o me e t di f f er i ng needs , a nd s houl d be admi ni s t er ed as s uch.

Ques t i on 9. Sect i on 1 7 Si t e Loans . Does n' t r educi ng si t e l oan i nt er es t r at es
a nd pr ovi di ng a gua r ant ee pr ogr a m f or si t e l oans f or pr i vat e devel oper s a nd
nonpr of i t or gani zat i ons mer e l y subs i di ze pr i vat e devel oper s i n t hei r acqui s i t i on
of pr oj ect si t es? Wh a t i s t he r at i onal e behi nd t hi s pr opos al ? -

Ans we r . Th e pr opos ed l anguage woul d not r educe i nt er est r at es f or pr i vat e
devel oper s , but i t woul d pr ovi de a possi bl e s our ce of mo ne y a t ma r ke t r at e
( gua r ant eed by F mHA) f or t he m. Th e 3 per cent di r ect l oans woul d be ma d e
onl y t o non-profi t s a n d l i mi t ed di vi dend devel oper s , f or wh o m a s ubs i dy i s not
i nappr opr i at e.

Thi s pr ovi s i on wa s enact ed i n 1974, but ha s been vi r t ual l y unus ed. I t i s our
bel i ef t hat by br oadeni ng t he el i gi bi l i t y, mor e bor r ower / devel oper s ma y begi n
t o ut i l i ze t he pr ogr a m.

Ques t i on 10. I n addi t i on t o your ques t i ons on speci f i c sect i ons of our pr opos ed
bi l l , you as ked a bout t he i mpac t of t he pr opos al s on r ehabi l i t at i on a nd on hous -
i ng f or t he el der l y.

REHABI L I TATI ON

I n f i scal year 1977 F mHA ha s f or t he fi rst t i me s i nce 1965, bot h t he aut hor i t y
a nd t he mo ne y t o ma k e r ehabi l i t at i on gr ant s a s wel l a s l oans under Sect i on 504.
Whi l e pr es ent appr opr i at i on l anguage l i mi t s t he gr ant s t o el der l y onl y, i t i s our
expect at i on t hat s uch gr ant s wi l l , coupl ed wi t h l oans , encour age a si gni f i cant
i ncr eas e i n r ur al r ehabi l i t at i on. Shoul d we be successf ul i n get t i ng t he appr opr i -
at e l anguage f ur t her modi f i ed—per mi t t i ng mode s t gr ant s t o al l qual i f i ed l oan
appl i cant s —t he 504 r ehab pr ogr a m ma y be expect ed t o gr ow si gni f i cant l y. Th a t
i s t he pr i nci pal r eas on we s ugges t ed i n Sect i on 8, above, t hat t he aut hor i zat i on be
i ncr eas ed t o a l evel of $40 mi l l i on per year t hr ough 1980.

We woul d s a y al so, at t he r i sk of r epet i t i on, t hat we bel i eve t he n e w Admi ni s -
t r at i on, wi t h n e w l eader shi p a nd a n e w c ommi t me nt , wi l l a t t empt t o ma k e t hes e
pr ogr a ms wor k.

EL DE RL Y HOUS I NG

Sever al el ement s of our pr opos ed bi l l deal wi t h el der l y hous i ng needs . Bec a us e
a l ar ge pr opor t i on of r ur al l ow i nc ome r ent er s ar e el der l y peopl e, t he r ur al r ent
s uppl ement pr ogr a m wi l l benef i t t hem. Be ca us e 504 r ehabi l i t at i on gr ant s ar e pr es-
ent l y l i mi t ed t o el der l y owner s , expans i on of t hi s pr ogr a m wi l l benef i t t he m. Th e
deep s ubs i dy h o me owner s hi p pr ogr a m coul d al so be expect ed t o benef i t el der l y
owne r s wh o wi s h t o sel l t hei r h o me s a n d mo v e t o s mal l er , r ent al quar t er s , b y
br oadeni ng t he mar ket . Th e a me ndme nt s t o cl ar i f y F mHA' s powe r t o pr ovi de
congr egat e hous i ng a nd hous i ng f or handi capped peopl e wi l l al s o benef i t t he
el der l y. So wi l l t he al l ocat i on of 6 0 per cent of 515 r ent al l oan f unds t o l ow i nc ome
f ami l i es.

I t woul d be mi s l eadi ng. however , t o i mpl y t hat t hi s bi l l pr ovi des a ny ki nd of
adequa t e or compr ehens i ve a ns we r t o t he cr i t i cal hous i ng needs of el der l y peopl e
wh o l i ve i n r ur al ar eas . As I not ed i n my t es t i mony, our bi l l i s not a compr e -
hens i ve r ur al hous i ng pr ogr a m; i t i s not a n adequa t e appr oach t o meet i ng t he
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hous i ng ne e ds of r ur a l peopl e, par t i cul ar l y l o w i nc ome peopl e ; i t i s a s pr uc i ng u p
of F mHA' s pr es ent pr ogr a ms , i mpr ovi ng a n d e xpa ndi ng t he m t o ma k e t h e m mo r e
r es pons i ve a nd, i n s o me cases , pr ovi di ng equi t y be t we en H U D a n d r mI l A pr o-
g r a m pr ovi s i ons .

Fi nal l y, I woul d not e t ha t t he onl y oper at i ng pr ogr a m n o w capabl e of pr ovi di ng
suf f i ci ent s ubs i dy t o me e t t he ne e ds of el der l y peopl e i s t he l ow r ent publ i c hous i ng
Pr ogr a m. ( Th e combi na t i on of Sect i on 8 a n d 20 2 has , s o f a r a s we k n o w, yet t o
pr oduce i t s f i r st occupi ed uni t a n d HUD' s pr opos ed n e w admi ni s t r at i ve ar r ange-
me n t s a r e r e gar ded by el der l y hous i ng s pons or s a s unwor kabl e . ) On e ma j or me a n s
of assi s t i ng l ow i nc ome el der l y peopl e woul d be t hr ough expans i on of t hi s pr o-
g r a m ( 2 0 t o 2 5 per cent of cont r act aut hor i t y f or publ i c hous i ng i s al l ocat ed t o
nonmet r opol i t an ar eas ) .

Accor di ng t o t he 1974 An n u a l Hou s i ng Sur ve y, 34. 4 per cent of al l l ow i nc ome
el der l y r ent er s ( i nc ome s be l ow $3, 000 annua l l y) a n d 5 3 per cent of l ow i nc ome
el der l y o wne r s l i ve out s i de met r opol i t an ar eas . I n al l , 1, 699, 000 of t he nat i on' s
3, 802, 000 l ow i nc ome el der l y hous ehol ds l i ve i n no n- met r o ar eas . I n cont r as t , bot h
t he For d a n d Car t e r Admi ni s t r a t i ons ha ve pr opos ed t o subs i di ze 100, 000 hous i ng
uni t s t hr ough Fa r me r ' s Ho me pr ogr a ms i n f i scal year 1978. Cl ear l y t her e i s a
ma j or g a p t o be fi l l ed. Ou r pr opos al s a r e a s t ep t owa r d doi ng t hi s, but onl y a
st ep.

Mr . LI I NDI NE. I woul d be i nt erest ed i f t he ot her t wo panel i st s agr ee
wi t h Mr . Cochr an' s emphas i s on rehabi l i t at i on i n r ur al areas. He ma de
a ver y cogent and appeal i ng st at ement about rehabi l i t at i on. Do you
agr ee?

Mr . Au-CoI N. One does.
Mr . Cavanaugh, do you?
Mr . CAVANA-CrGH. Yes . I agree. Al l of t hose appr oaches fi t s ome wha t

i n t he s pect r um of wher e you are. I n s ome ar eas of rehabi l i t at i on, t he
st ruct ures ar e t oo poor_ t o rehabi l i t at e. But wher e t her e i s such an op-
por t uni t y, I t hi nk i t does ma ke sense.

Fa r mer s Ho me has not used t he mone y you have gi ven i t f or r epai r
pr ogr ams . I t t al ks about rehabi l i t at i on because i t wa s t he vogue t o t al k
about rehabi l i t at i on i n t he past coupl e of years. But i t has done ver y
li t t le t o pul l off a rehabi l i t at i on pr ogr am.

Mr . LI I NDI NE. Does your l egi sl at i ve pr oposal addr ess t hat , ma ke any
change wi t h r egar d t o t hat ?

Ms . DOLBEARE. I t does not ; i t does not real l y addr ess i t adequat el y.
I t i ncreases sl i ght l y t he aut hor i zat i on f or t he 504 pr ogr am. I s ay
sl i ght l y, al t hough i t i s a 500- per cent i ncr ease because t he numbe r of
l oans woul d i ncr ease f r om 2 t o 10 per count y office per year . Our bi l l
real l y does not addr ess t he rehabi l i t at i on pr ogr am i n Far mer s Home .
Far mer s Ho me wi t hi n cur r ent l egi sl at i on coul d do mor e. I f i t devot ed
t he s a me at t ent i on t o rehabi l i t at i on t hat H U D has devot ed, I t hi nk
you woul d see mor e rehabi l i t at i on.

I woul d add t hat I t hi nk i t i s unf or t unat e, i f you have t o al ways deal
wi t h t rade-offs bet ween how muc h you rehabi l i t at e and how muc h
you const ruct . Ther e ar e communi t i es t hat need ne w const ruct i on and
t her e ar e pl aces wher e we need rehabi l i t at i on. An d we want bot h, not
a swi t ch f r om ne w const ruct i on t o a rehabi l i t at i on pr ogr am.

Mr . COCHRAN. Mo s t of t hese peopl e ar e peopl e who ar e ei t her af r ai d
of debt or j ust cannot car r y it.

Mr . LUNDI NE. So, you ar e not t al ki ng about s omet hi ng si mi l ar t o
t he sect i on 312 pr ogr am at al l ?

Mr . COCHRAN. Wel l , Fa r mer s Ho me coul d no mor e wi t h t he l endi ng
pr ogr am at 1 percent , and i f i t had gr ant mone y t o go wi t h i t , as i t now
has f or t he el der l y, you mi ght go t o a f ami l y and say, " Yo u need $5, 000
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and you can' t pay but f or $1, 000 of it. So, we wi l l ma ke you a gr ant
f or t he bal ance and get i t done. "

Mor e coul d have l een done wi t h t hat pr ogr am i n r ecent year s. But
i f a count y office i s under st af f ed t hey woul d r at her t ake t he paper s
f r om t he cont r act or t han go out and hel p s ome poor f ami l y wor k up
a l oan. An d t hen t he f ami l y i s f r i ght ened by t he f act t hat t hey wi l l
have t o pa y $40 a mont h whe n t hey can' t afford it .

Mr . L U NDI NE . Mr . Cavanaugh, I a m ver y sympat het i c t o your com-
ment t hat we ar e maki ng i nadequat e al l ocat i ons of communi t y devel -
opment f unds t o nonmet r opol i t an areas. But I real l y don' t under s t and
your sol ut i on t o t hat pr obl em.

Mr . C A V A N A U G H . The sol ut i on woul d be overal l t o change t he for -
mul a t o refl ect needs as t hey ar e def i ned i n t he st at ut e. The 80/ 20 per -
cent spl i t l eaves nonmet r o ar eas i n t he shor t end.

I mpor t ant l y i n t er ms of wha t i s now bef ore you, namel y, t he Sec-
r et ary Har r i s ' ur ban devel opment act i on gr ant s, t hat you i nsi st t hat of
t hat 400 mi l l i on goi ng f or t hat pr ogr am, t hat a shar e be t i cket ed t o
communi t i es i n nonmet r o areas. An d I t hi nk t hat i s ver y s i mpl e t o do
i n t er ms of appr ovi ng t he aut hor i zat i ons.

Ms . DOL B E ARE . Coul d I ma ke a sl i ght r ef i nement of t hat f r om t he
per spect i ve of t he ad hoc coal i t i on?

Mr . AuConr . Yes .
Ms . DOL B E AR E . I n 1974, we ur ged appl i cat i on of t he f or mul a t o t he

met r o/ nonmet r o spl i t , t oget her wi t h enough of an i ncr ease i n t ot al
f unds t o keep t he met r o shar e at t he s a me l evel . The r eason we di d t hat
was because i t wa s our feel i ng t he n—a nd i t i s my feel i ng now wi t h
r espect t o Secr et ar y Har r i s ' pr oposal —t hat i t wa s wor ked out pr i -
mar i l y wi t h t he needs of t he ci t ies i n mi nd. So, i t woul d be mor e ap-
pr opr i at e t o add addi t i onal f unds f or smal l t owns and rur al ar eas t han
t o t ake mone y a wa y f r om ur ban pr ogr ams and t r ansf er i t .

Mr . CocHuAr r . The code wor d i s equi t y. Howe ve r you di st r i but e t he
money, i f i t i s r el at ed t o need t hen you di st r i but e i t a mong met r o
and nonmet r o ar eas i n t he s ame wa y t hat you di vi de i t up bet ween Los
Angel es and Chi cago.

Mr . C A V A N A U G H . I t j ust conf i r ms t he not i on t hat prevai l s, t hat t hey
ar e t he onl y communi t i es wher e peopl e l i ve t hat have ver y sor r y l i vi ng
condi t i ons i n t hem. An d smal l t owns have st il l got t hei r ci t i zens l i vi ng
i n ver y poor ci r cumst ances t hat ar e hel ped by t hese pr ogr ams .

Mr . L UN DI NE . I coul dn' t agr ee wi t h you mor e.
But you have pr ompt ed me t o def end t he admi ni st r at i on. The ex-

ampl e used by Secr et ar y Har r i s i n her t es t i mony bef or e t hi s s ubcom-
mi t t ee di d not i nvol ve a l arge ci t y. I t was a communi t y of l ess t han
50, 000 t hat she used as an exampl e, and I t hi nk you ar e maki ng a
pr esumpt i on whi ch ma y or ma y not be t r ue.

Mr . C AVANAT J GH. We ar e maki ng a pr esumpt i on, and i t i s based on
HUD' s l ongst andi ng pr eoccupat i on wi t h l ar ge cit ies.

But t her e i s not hi ng i n HUD' s admi ni st r at i on of i t s pr ogr ams t hat
has s hown any concer n f or smal l communi t i es .

Wh e n Secr et ar y Hi l l s wa s goi ng out of office, she sai d, t ake t he
whol e nonmet r o di scret i onary pr ogr am and send i t t o t he St at es f or
admi ni st r at i on. An d t hat i s s ympt omat i c of at t i t udes t hat t end t o
prevai l i n HUD.
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Mr . COCHRAN. " By t hei r wor ks shal l you know t hem. " Rober t Woo d,
when he was Secr et ar y t ol d me one day, " I wi sh you l uck on r ur al
housi ng. But as f ar as I a m concer ned, I wi sh al l of t he r ur al ar eas
woul d j ust dr op i nt o t he bowel s of t he ear t h. I don' t even want t o t hi nk
about i t . "

Mr . LUNDI NE. On t hat not e, I t hank you al l ver y much.
[ Laught er . ]
Mr . AuCoI N. Mr . Br own?
Mr . BROWN. Le t me ask you al l a quest i on t hat c a me up t he ot her

day i n connect i on wi t h t he t es t i mony of Gover nor Mi l l i ken. I want
t o l ook at i t f ur t her , but i t appear s t o me t hat t her e i s muc h t o be sai d
f or havi ng di scret i onary gr ant s accumul at ed st at ewi de i nsof ar as
met r o ar eas ar e concer ned, and t hen t o have t he Secret ary' s f unct i on
per f or med by t he St at e.

I qui t e agr ee wi t h Mr . Cavanaugh, t hat t her e ar e ma ny communi t i es
i n met r o ar eas t hat ar e unf or t unat e t o be l ocat ed t here. The y j ust
coul dn' t get a wa y f r om home pl at e on any ki nd of a pr ogr am because
t here was no money, because of t he number of ur ban count i es whi ch
we had not est i mat ed correct l y, and t hen j ust t he compl exi t y and t he
r emot eness of Was hi ngt on. So, I t end t o f avor f ol di ng t he di scre-
t i onar y mone y i nt o a St at e pot wi t hout t al ki ng about how muc h i t i s
goi ng t o be and t hen havi ng al l communi t i es ei t her i n met r o or r ur al
ar eas appl y t o t he St at e f or di scret i onary gr ant s.

Woul d any of you car e t o c omme nt ?
Mr . COCHRAN. Mr . Br own, i n al l of t he di scussi ons t hat r un t o wha t

t he Feder al Gover nment shoul d do di rect l y, and how muc h i s l eft t o
t he St at es, I al ways ask mysel f one quest i on: " Ho w wi l l i t wor k i n
Mi ssi ssi ppi ? " An d i f I f i gure i t won' t wor k wel l t here, we can' t afford
i t anywher e el se.

Mr . BROWN. I n ot her wor ds , you ar e sayi ng t hat t her e i s no wa y
t hat you can dr af t a pr oposal whi ch woul d necessi t at e t he equi t abl e
di st r i but i on of t he f undi ng i f i t i s done by a St at e agency. I s t hat
r i ght ?

Mr . COCHRAN. I know i t i s supposed t o be a gover nment of l aws and
not of men, but real l y i t i sn' t .

Mr . CAVANAUGH. I have got a concer n i n t hi s ar ea, and par t of our
t es t i mony suggest s t hat , ma ybe t her e wi l l be a day s omeday whe n
St at es can t ake on great er responsi bi l i t y f or handl i ng Feder al pr o-
gr ams . I t hi nk at t hi s t i me —we deal , i nci dent al l y, ver y cl osel y wi t h ft
number of St at es. We feel t her e shoul d be a r esource t o smal l com-
muni t i es, t hat t hey can suppl ement t he l ack of exper t i se t hat ma ny
smal l communi t i es have, and we l a ve pur sued t hat di l i gent l y i n t r yi ng
t o get gr eat er i nvol vement by St at es i n rur al housi ng effort s and as-
si st i ng smal l communi t i es i n t hese effort s.

I t hi nk bef or e—i f we coul d get t o your proposi t i on. I t hi nk we have
got t o see an i ncrease of ski l l and commi t ment and i nvol vemenf by
St at e gover nment , mor e so t han we have now. Ther e i s a provi si on
i n t he 1974 act t hat woul d al l ow gr ant s t o go t o St at es t o enabl e t hem
t o assist smal l communi t i es ; but t he money, i t has never been f unded.

I t hi nk t he first st ep t owar d anyt hi ng l i ke t hi s i s j ust t hat , l et us
f und i t , l et us get —t he qual i t y of St at e gover nment i n t hi s field i s ver y
uneven. I t r anges f r om negat i ve t o, real l y, baby st eps, al t hough I t hi nk

9
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i t i s i mpr ovi ng i n s ome areas. But I t hi nk t hat i s t he st art . I f you want
t o see St at es pl ay a bet t er rol e, l et us gi ve t he m a rol e i n pr ovi di ng
s ome assi st ance t o t he smal l communi t i es and goi ng t o t he Feder al
Gover nment .

I t hi nk t he second poi nt i s, t hat communi t y devel opment under your
act —and I t hi nk wi sel y, i n t he 1974 act —i s hooked t o t he per f or mance
of hous i ng obj ect i ves. An d i t i s di fficult f or me t o see how you c a n —
t hose t wo t hi ngs ought t o come out of a c ommon pot .

Mr . BROWN. The St at e housi ng agency, and t he communi t y devel -
opment agency i n our St at e ar e ver y wel l i nt er mat cl nd, and t hi s woul d
ma ke sur e t her e i s a cl ose t i ei n bet ween t he t wo sect ors.

Mr . CAVANAUGH. Ou r r evi ew of mos t of t he St at e hous i ng devel op-
ment agenci es s hows t hat t he bul k of t hei r pr ogr am has gone t o mor e
densel y popul at ed s ubur ban communi t i es . As of 2 year s ago, l ess t hi n
1 per cent of t hei r f unds had been put i nt o t he smal l t owns . An d t hat
t ends t o prevai l .

We have ma de an effort i n our or gani zat i on t o t r y t o adj ust t he
St at e agenci es t o r emedy t hat . But mos t of t he mone y i n t hi s pr ogr am
has gone t o ci t i es and t o subur bs, t o mi ddl e r at her t han ver y l ow-
i ncome peopl e and t o ver y smal l f ami l y uni t s, el der l y or smal l apar t -
ment s . An d t here has been l i t t le act i vi t y by t he St at es out si de of t hose
areas.

Mr . AuConT. Ms . Dol bear e ?
Ms . DOLBEARE. Ther e ar e t wo separ abl e i ssues her e: al l ocat i on of

met r o bal ance di scret i onary f unds , and t he quest i on of who handl es
admi ni st r at i on. I wonder whet her i t woul d ma ke sense t o al l ocat e t he
di scret i onary f unds on a St at e- by- St at e basi s and not have t he speci al
bal ances. Wi t h r egar d t o who admi ni st er s t he f unds , si nce H U D has
an ar ea office i n ever y St at e, I don' t t hi nk t he rel at i onshi p of com-
muni t i es wi t h H U D i s necessar i l y t o Was hi ngt on. I t i s wi t h t he ar ea
office. I n s ome pl aces, t hat wor ks bet t er t han i n ot hers. I n Wi sconsi n,
f or exampl e, t he H U D office has admi ni st er ed t he di scret i onary mone y
wi t h a consi derabl e degr ee of sensi t i vi t y f or t he needs of smal l
communi t i es .

Let us consi der ser i ousl y movi ng ahead wi t h t he pool i ng of t he
f unds. But l et us t ake a real l ook at i t bef ore we ma ke any change i n
wher e i t i s admi ni st er ed, t o see how t hose f unds can be admi ni st er ed
and wha t addi t i onal t hi ngs need t o be bui l t i nt o t he pr ogr am t o ma ke
it mor e r esponsi ve t o rur al ar eas and smal l t owns.

Mr . BROWN. But you woul d agr ee t hat i f i t appear ed t hat a St at e
had t he capabi l i t y and coul d pr ovi de t he t echni cal assi st ance and was
wor ki ng i n t hese communi t i es , t hat t hat f unct i on coul d be as s umed by
t he St at e?

Ms . DOL13EARE. I t mi ght wel l . And, i n fact , I t hi nk• t hat i s t he wa y
i t wor ks i n Wi sconsi n. Tha t is, t he St at e agency and t he HT7 D office
wor k ver y cl osel y t oget her , and i t doesn' t mat t er wh o h a s —wh o i s
doi ng i t whe n you ar e wor ki ng al ong t he s ame l i ne. An d I t hi nk t hat ' s
t he obj ect i ve we ought t o have.

Mr . BROWN. Yo u have a st at ement , Mr . Cavanaugh t hat s ays:
Th e admi ni s t r at i on' s pr opos ed s t i pul at i on t ha t me t r o ent i t l ement c ommuni t i e s

coul d r ecei ve t hei r f i scal year 1977 hol d- har ml es s a mo u n t i ndef i ni t el y. i f i t ex-
ceeds ei t her f or mul a a mo unt , i s t ot al l y unaccept abl e.

9
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My under st andi ng i s t hat t he communi t i es woul d get i t on t he basi s
of whi chever f or mul a t hey came out t he best wi t h.

Mr . C A V A NA U GH . Wh e n I pr epar ed t he t est i mony, my under st and-
i ng was t hat t he met r o communi t i es coul d t r y ei t her of t he dual for -
mul as , and i f t hey di dn' t pr oduce wha t t hey wer e get t i ng under hol d
har ml ess, t hey coul d cont i nue wi t h t he hol d har ml ess.

Mr . B R O WN . But t hat i s my under st andi ng, t hat t he phaseout woul d
cont i nue. I n fact , hol d har ml ess woul d be t er mi nat ed under t he ad-
mi ni st rat i on' s pr oposal . Communi t i es woul d get ei t her t he present
f or mul a amount or t he new f or mul a amount based on pover t y, age of
housi ng, and gr owt h l ag.

Mr . CAVANAT J GH. Ma y I doubl e check mysel f on t hat ? I a m not sure.
Mr . B R O WN . Yes .
Mr . - CAvANAUGH. Ma y I r espond t o you i n wr i t i ng on t hat ?
Mr . B R O WN . Yes ; and I qui t e agr ee wi t h you, anyway. We shoul d

not have a cont i nuat i on of t he hol d har ml ess.
Mr . C A V AN A UG H . We have done a l ot i n keepi ng t he comput er s wor k-

i ng, i n comi ng up wi t h a dual f or mul a; and I t hi nk t he hol d har ml ess
i s not necessar y at t hi s poi nt .

Mr . AuComr . I a m goi ng t o t hank t he panel of wi t nesses f or t hei r
t est i mony. We appreci at e it. We appreci at e your r esponsi veness t o t he
quest i ons.

An d at t hi s t i me, t he subcommi t t ee wi l l st and i n recess unt i l 2 p. m.
[ Wher eupon, at 12: 25 p. m. , t he hear i ng was recessed, t o r econvene.

at 2 p. m. , t hi s s ame day. ]

AF T E RNOON S ESS I ON

Mr . MO O R H E A D [ pr esi di ng] . The subcommi t t ee wi l l come t o or der .
Thi s af t er noon t he subcommi t t ee woul d l i ke t o hear fi rst f r om t he

Counci l of St at e Hous i ng Agenci es, Mr . Kennet h G. Hance, Jr. , presi -
dent .

Mr . Hance, i f you woul d come f or war d and pl ease i nt r oduce your
associ at e accompanyi ng you, wh o m we al l know.

STATEMENT OF KENNETH G. HANCE, JR. , PRESI DENT, COUNCI L
OF STATE HOUSI NG AGENCI ES ( OSHA) ; ACCOMPANI ED BY
CHARLES L. EDSON, LANE AND EDSON, P. C. , COUNSEL

Mr . H A N C E . My na me i s Kennet h G. Hance, Jr . , execut i ve di rect or
of t he Vi r gi ni a Hous i ng Devel opment Aut hor i t y, and presi dent of t he
Counci l of St at e Hous i ng Agenci es.

OS HA i s an or gani zat i on of vi r t ual l y al l of t he 35 St at e hous i ng
f i nance agenci es ( HFA' s ) now i n act i ve oper at i on, as wel l as over 75
devel opers, i nvest ment banker s, l awyer s, archi t ect s, and ot her s f r om
t he pr i vat e sect or who have j oi ned us as associ at e member s .

I a m accompani ed t oday by Char l es L. Eds on, of Lane & Eds on,
P. C. , counsel t o OS HA.

I n my t est i mony t oday, I wi l l set f or t h our posi t i on on t he sect i on
pr ogr am, general l y, t he cont r i but i ons t hat St at e HFA' s have ma de
t o t he pr ogr am and cer t ai n suggest i ons f or modi f i cat i ons t o and i m-
pr ovement s i n t he pr ogr am.
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T H E S E CT I ON 8 P R OGR AM

CS HA i s and consi st ent l y has been a st r ong suppor t er of t he sect i on
8 hous i ng assi st ance payment s pr ogr am. We bel i eve t hat sect i on 8
possesses mos t of t he at t ri but es of an i deal subsi dy pr ogr am:

I t can assi st f ami l i es and i ndi vi dual s, no mat t er how l ow t hei r
i ncome, as a r esi dent i s r equi r ed t o pay no mor e t han 25 per cent of
f ami l y i ncome f or r ent ;

I t has a br oad r ange of i ncome el i gi bi l i t y wi t hi n t he l ow- and-
moder at e- i ncome communi t y, t her eby l i mi t i ng t he det r i ment al i mpact
of t he ar bi t r ary cut off l i nes of ot her subsi dy pr ogr ams ;

I t i s uni que a mong subsi dy pr ogr ams i n t hat t he subsi dy escal at es
f r om year t o year t o account f or t he i nf l at i onary t r ends wi t hi n our
economy. I t i s t he l ack of t he escal at i ng subsi dy whi ch has caused
such pr obl ems i n t he sect i on 236 pr ogr am;

The pr ogr am i deal l y l ends i t sel f t o cooper at i on bet ween t he publ i c
and pr i vat e sect ors. El i gi bl e sponsor s i ncl ude publ i c bodi es, nonprof i t
organi zat i ons, and pr i vat e vent ures. El i gi bl e l ender s i ncl ude publ i c
l enders, l i ke oursel ves, and l ocal f i nance and hous i ng agenci es, as wel l
as t he pr i vat e l endi ng communi t y.

The gr eat weakness i n sect i on 8 t oday has been t he i nabi l i t y t o
secure l ong- t er m mor t gage f i nanci ng.

Thi s l i abi l i t y i s not appl i cabl e, of cour se, i n t he case of St at e hous-
i ng f i nance agency proj ect s, as our ver y pur pose i s t o s uppl y such
f i nanci ng f or sect i on 8 proj ect s.

As t he f ol l owi ng stat i st ics demonst r at e, i t i s a rol e whi ch St at e
HFA' s have per f or med ver y wel l . At t he cl ose of my t es t i mony, I
wi l l ma ke suggest i ons t o i mpr ove t he sect i on 8 f i nanci ng mechani s m
t o assur e even great er pr i vat e sect or i nvol vement and t o faci l i t at e t o
a gr eat er ext ent SAat e and l ocal agency f i nanci ng.

S T AT E A GE NC Y I NVOL VE ME NT I N S E CTI ON 8

The i nvol vement of St at e hous i ng f i nance agenci es i n t he sect i on 8
pr ogr am has been a pr oud one. H U D r ecords i ndi cat e t hat , as of
December 31, 1976, t her e have been const ruct i on st art s on 33, 548 ne w
and subst ant i al l y rehabi l i t at ed uni t s i n t he pr ogr am, of whi ch St at e
FHA' s have account ed f or 17, 984 or over 53 percent .

I n addi t i on, our o wn sur vey s hows t hat St at e HFA' s have st ar t ed
const ruc` i on on 29, 122 sect i on 8 uni t s as of Febr uar y 1, 1977.

Of t hose uni t s, 10, 542 wer e st ar t ed bet ween Oct ober 1, 1976, and
Febr uar y 1, 1977. Thi s sur vey i ncl uded r esponses f r om 19 of t he 22
St at e HFA' s wi t h known sect i on 8 const ruct i on st art s.

Equal l y i mpressi ve, St at e hous i ng f i nance agenci es have account ed
f or 38 per cent of t he cont r act aut hor i t y now under r eservat i on f or
newl y const ruct ed uni t s and 34 per cent of t he uni t s under r eservat i on
f or subst ant i al rehabi l i t at i on, f or an overal l t ot al of 37 per cent of
t he cont r act aut hor i t y f or ne w and rehabi l i t at ed uni t s. Thi s , of cour se,
i s a nat i onwi de f i gure. Wh e n we t ake i nt o account t hose St at es wi t h
act i ve HFA' s , we f i nd t hat t he St at e hous i ng f i nance agenci es account
f or 90- 100 per cent of t he act i vi t i es i n t hose j uri sdi ct i ons.

Because of t hi s out s t andi ng r ecor d of pr oduci ng act ual const ruc-
t i on st art s, t he admi ni st r at i on has i ncl uded i n i t s fi scal 1977 suppl e-
ment al budget r equest 33, 000 uni t s f or St at e hous i ng f i nance agenci es.
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A sur vey of our member s hi p i ndi cat es t hat i f we know t hat such
suppl ement al appr opr i at i on i s a cer t ai nt y by appr oxi mat el y Apr i l 1,
1977, and recei ve good cooperat i on f r om H U D i n t he processi ng of
t he cont r act aut hor i t y reservat i ons, const ruct i on st art s on 28, 000 uni t s
can be achi eved by Sept ember 30, 1977.

Accor di ngl y, we bel i eve t hat St at e HF A proj ect s shoul d be vi ewed
as an economi c st i mul us, even t hough t he suppl ement al appr opr i at i on
i s not i n t he st i mul us package as such.

Let me at t hi s poi nt , gi ve our t hanks t o Secr et ar y Har r i s and her
st aff at HU D f or hel pi ng us wi t hi n t he admi ni st r at i on t o obt ai n t hi s
suppl ement al request .

However , I mus t al so st at e our real di st ress wi t h one aspect of
HUD' s budget proj ect i ons. I n t he fi scal year 1977 suppl ement al appr o-
pr i at i on r equest , H U D i s aski ng f or addi t i onal sect i on 8 cont r act and
budget aut hor i t y t o accommodat e 20, 000 St at e HFA- f i nanced uni t s.

Thi s number i s t o be added t o 13, 000 St at e HF A uni t s whi ch HUD' s
budnt f i gures proj ect wi l l be f unded f r om t he r egul ar fi scal year 1977
appr opr i at i on, i n or der t o aggr egat e t he 33, 000 St at e HF A uni t s
r ef er r ed t o pr evi ousl y.

I n fact , vi r t ual l y no ne w or car r yover cont r act aut hor i t y has been
ma de avai l abl e f or use by mos t St at e HFA' s , i ncl udi ng mi ne i n Vi r -
gi ni a, dur i ng fi scal year 1977 t o dat e.

Wi t h t he except i on of s ome cont r act aut hor i t y whi ch ma y be avai l -
abl e f or a f ew St at e HFA' s under t he sect i on 8 rehabi l i t at i on demon-
st rat i on pr ogr am, no cont r act aut hor i t y wi l l be avai l abl e t o St at e
HFA' s i n t he cur r ent fi scal year , ot her t han t hr ough a suppl ement al
appr opr i at i on.

Thus , i n or der t o achi eve t he 33, 000 St at e HF A uni t s cont empl at ed
by HUD' s budget f or fi scal year 1977, i t wi l l be essent i al f or St at e
HFA' s t o recei ve al mos t 30, 6.00 uni t s f r om t he suppl ement al appr o-
pr i at i on, r at her t han t he 20, 000 uni t s pr oposed by HUD.

Ret ur ni ng t o t he subj ect under di scussi on here, i n l i ght of t he ex-
cel l ent t r ack r ecor d of t he St at e HFA' s and t he uni ver sal r ecogni t i on
whi ch we have r ecei ved r egar di ng our abi l i t y t o per f or m, we mus t
admi t t o gr eat baf f l ement concer ni ng t he admi ni st r at i on' s pr oposed
budget f or fi scal year 1978, l i mi t i ng S 4-at e HFA' s t o 20, 000 uni t s.

I n t he fi scal year s of 1975 and 1976, St at e HFA' s pl aced under reser-
vat i on 34, 297 and 44, 567 uni t s, respect i vel y, so t hat t he 20, 000 uni t s
f or fi scal 1978 r epr esent a severe dr op f r om per f or mance l evel s whi ch
we have achi eved and whi ch we can mai nt ai n.

Of even mor e r el evance, a r ecent sur vey i ndi cat es t hat our me mbe r
HFA' s can pl ace 70, 000 uni t s under reservat i on dur i ng t he fi scal 1978
i f t he f undi ng i s avai l abl e.

St at e HFA' s ar e busi ness or gani zat i ons whi ch mus t be abl e t o gear
up t o wor k on rat i onal , pl anned pr oduct i on l evel s.

For t hat r eason, t he severe cut backs whi ch t he admi ni st r at i on pr o-
poses f or fi scal 1978 woul d cr i ppl e, i f not ki l l , mos t St at e HFA' s .

I t i s nei t her rat i onal nor f ai r t o rel y on us as a vehi cl e whe n pr o-
duct i on i s needed, such as i n fi scal year 1977, onl y t o r educe t he cont r act

iaut hor i t y avai l abl e t o us i n t he next fi scal year n t he hopes t hat con-
vent i onal f i nanci ng ma y be ma de t o wor k.

I f St at e HFA' s ar e t o ma ke a per manent cont r i but i on t o meet i ng
t he needs f or l ow- and moder at e- i ncome housi ng, t hen we mus t know



2273

f r om year t o year t hat we wi l l have a consi st ent shar e of Feder al
housi ng subsi di es.

The on- agai n, off- agai n t r eat ment we have been r ecei vi ng t he past
f ew year s has ma de l ong- r ange pl anni ng, muc h l ess l ong- r ange exi st -
ence, near t o i mpossi bl e.

For t hat r eason, we ar e r equest i ng t hat t he Congr es s speci fi cal l y
ear mar k suffici ent cont r act and budget aut hor i t y f or 70, 000 uni t s f or
St at e HFA' s f or fi scal year 1978.

We have never been t ol d speci fi cal l y by t he admi ni st r at i on wh y we
face such a severe cut i n fi scal year 1978.

We do hear t al k of st udi es whi ch pur por t t o s how t hat t he cost of
St at e HFA- f i nanced uni t s i s hi gher t han t hose f i nanced t hr ough H U D
ar ea offices.

Ot her s s ay t hat t he r eason f or t hi s t r eat ment i s t hat we r equi r e 40
year s of budget aut hor i t y because of our 40- year hous i ng assi st ance
payment cont ract s, and, t her efore, f or s ome r eason we ar e t wi ce as
expensi ve.

We bel i eve such t al k t o be fal l aci ous f or several r easons.
Fi rst , t he st udi es by t he Congr ess i onal Resear ch Ser vi ce of t he

Li br ar y of Congr ess , t he Gener al Account i ng Offi ce and HUD, uni -
f or ml y fai l-t o t ake i nt o account several ver y r eal cost s associ at ed wi t h
sect i on 8 proj ect s processed t hr ough H U D ar ea offices.

For exampl e, none of t he st udi es at t ri but es any cost t o t he t andem
pl an subsi dy whi ch i s pr esent i n vi r t ual l y al l F HA- i nsured cases. The
cost t o t he Feder al Gover nment of t andem pl an f i nanci ng—f r om $275
t o $350 per uni t per ye a r —mor e t han makes up t he di f ference i n cost
bet ween St at e HF A uni t s and H U D uni t s set f or t h i n t he st udi es.

I n addi t i on, t he st udi es fai l t o assi gn any cost t o t he F HA mor t gage
i nsur ance exposur e i n conj unct i on wi t h H U D uni t s.

Exper i ence cl ear l y s hows t hat t he act ual cost of t he F HA mor t gage
i nsur ance exposur e i s si gni fi cant .

As t hi s subcommi t t ee i s wel l awar e, vi r t ual l y al l St at e HF A f i nanc-
i ng i s done wi t hout F HA mor t gage i nsur ance, wi t h t he St at e HF A
ass umi ng t he ent i re r i sk of l oss.

The st udi es al so have fai l ed t o account f or t he var i ance i n H U D
admi ni st r at i ve cost s as bet ween St at e HF A and H U D proj ect s.

The pr ocessi ng and under wr i t i ng of St at e HF A proj ect s i s handl ed
l argel y by t he HF A i t sel f, wi t h ver y l i mi t ed H U D i nvol vement and
t hus f ar l ess H U D admi ni st r at i ve expense t han t hat i nvol ved i n proj -
ect s admi ni s t er ed di rect l y by HUD.

Second, we chal l enge t he stat i st i cs on whi ch t hese st udi es wer e
based, and t he stat i st i cs under l yi ng HUD' s concl usi on t hat St at e HF A-
f i nanced uni t s ar e mor e expensi ve t han H U D uni t s i n t er ms of annual
sect i on 8 cont r act aut hor i t y per uni t .

HU D wi l l be t he first t o admi t t hat i t s st at i st i cal capabi l i t y i s sadl y
l acki ng.

For exampl e, H U D has announced f our separ at e f i gures as t o sec-
t i on 8 st art s i n fi scal year 1976: 20, 365 uni t s i mmedi at el y af t er t he
end of t he fi scal year , corr ect ed t o 40, 000 uni t s a f ew weeks l at er,
scal ed downwa r d t o 34, 335 uni t s, as r epor t ed i n t he fi scal 1976 budget .

No w H U D st at es t hat onl y 33, 548 uni t s wer e pr oduced by Decem-
ber 31, 1976.

Cer t ai nl y, i f HU D i s so uncer t ai n on sect i on 8 st art s, we feel t hat i t s
stat i st ics woul d be equal l y f aul t y on sect i on 8 cost s.
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I ndeed, we have t aken a sur vey a mong our agenci es and f ound an
aver age sect i on 8 cont r act aut hor i t y cost per uni t of $4, 189, i nst ead
of t he $4, 600 t o $4, 800 cost whi ch HU D st at es t hat we have.

Tha t such a st rong, vi br ant , and pr oduct i ve movement as St at e HF A
hous i ng woul d be ended on t he basi s of such shal l ow st at i st ics i s not h-
i ng l ess t han shocki ng.

Mr . Chai r man, I woul d l i ke t o append t o my t es t i mony a copy of
t he sur vey whi ch we have concl uded whi ch s hows t he uni t st art s and
t he subsi dy cost per uni t by St at e.

Mr . ASHLEY. Wi t hout obj ect i on, so or der ed.
[ The sur vey r efer r ed t o by Mr . Ha nce f ol l ows: ]

COUNCI L OF STATE HOUSI NG AGENCI ES SECTI ON 8 SURVEY

Ques t i on 1. Pl eas e s t at e your Sect i on 8 n e w cons t r uct i on/ subs t ant i al r ehabi l i t a-
t i on cons t r uct i on s t ar t s ' by uni t s :

( a ) t ot al f r o m t he begi nni ng of t he Sect i on 8 pr ogr a m t o Fe br ua r y 1, 1977;
( b ) t hose s t ar t ed be t we en Oct ober 1, 1976 a n d Fe br ua r y 1, 1977.
Ans we r . Se e t he f ol l owi ng t abl e.

SEC. 8 CONSTRUCTI ON STARTS

' By uni t s]

Begi nni ng of
sec. 8 -

Sept . 30, 1970

Oct . 1, 1976 t o
Feb. 1,

1977 Tot al

Subsi dy
wi t h
FCC

Subsi dy
wi t hout

FCC

Col orado Housi ng Fi nance Authori t y
Connect i cut Housi ng Fi nance Aut hori t y

77
198

284
171

361
369

$3, 000
3, 368

Illinois Housi ng Devel opment Aut hori t y__ 4, 586 483 5, 069 $4, 643 4, 137
Mai ne St at e Housi ng Aut hori t y 399 86 485 4, 524 3, 840
Massachuset t s Housi ng Fi nance Agency 2, 356 958 3, 314 5, 141 4, 969
Mi chi gan St at e Housi ng Devel opment

Aut hori t y 1, 707 1, 297 3, 004 4, 176 3, 825
Mi nnesot a Housi ng Fi nance Agency 927 318 1, 245 3, 840 3, 540
New Jersey Housi ng Fi nance Agency_ _ _ _ 1, 785 1, 776 3, 561 5, 408 4, 750
New York St at e Division of Housi ng and

Communi t y Renovat i on 952 622 1, 574 5, 306
New York St at e Housi ng Fi nance Agency_ 795 795 4, 804
Housi ng Division, Or egon Depar t ment of

Commer ce 249 110 359 2, 940
Pennsyl vani a Housi ng Fi nance Agency__ _ 754 2, 104 2, 858 4, 485 4, 133
Rhode Isl and Housi ng and Mor t gage

Fi nance Cor p 876 785 1, 661 4, 300 3, 910
Sout h Carol i na St at e Housi ng Aut hori t y 24 48 72 2, 947
Sout h Dakot a Housi ng Devel opment

Aut hori t y 92 92 3, 372 3, 072
Tennessee Housi ng Devel opment Agency 100 100 2, 675
Ver mont Housi ng Fi nance Agency ( 1)
Virginia Housi ng Devel opment Aut hori t y_ 845 392 1, 237 4, 114 3, 797
West Virginia Housi ng Devel opment Fund_ 331 283 614 4, 500
Wi sconsi n Housi ng Fi nance Aut hori t y_ _ _ _ 1, 719 633 2, 352 3, 600 3, 300

Tot al 18, 580 10, 542 29, 122 1 4, 548 4, 189

1 The Ver mont Housi ng Fi nance Agency start ed 56 uni t s on Februar y 20. The average annual subsi dy wi t hout FCC,
$3, 650.

a 1 Stat e. $4, 534 19 Stat es.

Ques t i on 2. Th e ave r age a mo u n t of s ubs i dy per uni t pur s ua nt t o An nu a l Con-
t r i but i ons Cont r ac t f or your Sect i on 8 n e w cons t r uct i on/ subs t ant i al r ehabi l i t a-
t i on pr oj ect s f r om t he i ncept i on of t he Sect i on 8 pr ogr a m t o Fe br ua r y 1, 1977;
wi t h f i nanci ng cos t cont i ngency; wi t hout f i nanci ng cos t cont i ngency.

Ans we r . I n addi t i on t o t hos e St at e HF As l i st ed, r es pons es we r e r ecei ved f r o m
5 ' St at e HF A whi c h h a ve no ' Sect i on 8 cons t r uct i on s t ar t s . Th e Ma r yl a n d De par t -
me n t of Ec ono mi c a n d Co mmu n i t y De ve l opme nt a n d t he Mi s s our i Hous i ng Devel -
o p me n t Commi s s i on bot h ha ve Sect i on 8 cons t r uct i on s t ar t s but no r es pons e ha s
been r ecei ved f r o m ei t her a t t hi s t i me.

Cons t r uc t i on s t ar t s- I ni t i al cl os i ng.
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Mr . HANCE. As you ar e wel l awar e, t he sect i on 8 cont ract aut hor i t y
cost of a, proj ect on a per uni t basi s i s a di rect f unct i on of t he HUD-
appr oved cont ract rent s, whi ch i n t ur n ar e l i mi t ed by t he appl i cabl e
fai r mar ket rent s.

Thus , i n compar i ng t he sect i on 8 cont r act aut hor i t y cost s of 
St at e

HF A uni t s wi t h H U D uni t s, i t i s essent i al t o know t he geogr aphi c
ar eas —and t hus t he fai r mar ket r ent l evel s —f r om whi ch t he st at i st ics
are bei ng dr awn.

I t i s a f act t hat St at e HF A act i vi t y i n ma ny mor e ur ban hi gher
cost ar eas s uch as met r opol i t an ' areas i n Ne w Jer sey, Massachuset t s,
Vi r gi ni a, Pennsyl vani a, Mi chi gan ' and Il l i noi s i s t he onl y sect i on 8
pr oduct i on i n t hose areas. The hi gher sect i on 8 cont r act aut hor i t y cost s
associ at ed wi t h t hese ar eas —and at t r i but abl e sol el y t o St at e HF A
pr oduct i on—ar e t hen i ncl uded wi t h HUD uni t cost s i n l ower cost
•areas t o pr oduce t he HUD aver age cost s.

I n addi t i on t he cont r act r ent s al l owed by St at e FHA' s , and ap-
pr oved by HUD, ar e real ist ic rent s. Tha t i s why our proj ect s ar e get -
t i ng st ar t ed. H UD ar ea offices base t hei r r ent s on so-cal l ed comparabl e, s
wi t h si mi l ar proj ect s.

However , t hese rent s, based on ol der proj ect s f aci ng muc h l ower
cost s, have been so l ow t hat ma ny devel oper s have been unabl e t o
succeed.

- - Tha t i s why H UD i tself est i mat es a si gni f i cant number of dr opout s
f r om i t s ar ea office proj ect s.

I n ot her wor ds , St at e HF A cost s ar e real i st i c ones ar ea office cost s
ar e not . St at e HF A cost s al so refl ect t he nat ur e and qual i t y of t he
proj ect i tself. St at e HF A proj ect s t radi t i onal l y have had a hi gher
l evel of ameni t i es t han HU D- appr oved proj ect s.

For exampl e, proj ect s i n Wi sconsi n i ncl ude communi t y r ooms , car-
pet i ng, dr apes, and l ar ger r ooms t han ar e i n t he nor mal HU D proj ect s.

Mai ne requi res addi t i onal st or age ar eas and/ or basement s and i ndi -
vi dual ent rances. Exampl es such as t hese coul d be r epeat ed across t he
boar d f or our St at e HFA- f i nanced proj ect s.

Thi r d, t he shor t er pr ocessi ng t i me f or St at e HF A proj ect s has not
been account ed f or i n t he cost fi gures. The l onger t i me requi r ed f or
H UD sect i on 8 proj ect s not onl y adds t o t he basi c cost of t he proj ect
but al so makes t he proj ect l ess vi abl e, cont r i but i ng t o t he hi gher fal l -
out rat es.

Vi nal l y, t he mos t phony r easoni ng of t hem al l i s t he 20- year vs. 40-
year budget aut hor i t y quest i ons. I t i s mos t fal l aci ous t o char ge hous-
i ng pr ogr ams wi t h mul t i year cost s, when t hi s i s not done i n any ot her
field.

The absur di t y of t hi s t ype of cal cul at i on becomes pl ai n
'

when i t i s
st at ed t hat t he St at e HFA- pr oj ect s ar e t wi ce as expensi ve because t hey
t ake 40-year , i nst ead of 20-year , budget aut hor i t y.

Wh a t al l concer ned mus t real i ze i s t hat at t he end of t he 20- year
cont ract t er m on an F HA-i nsured or convent i onal proj ect , t he cont ract
wi l l be r enewed, t o pr event t he unt hi nkabl e al t ernat i ve of whol esal e
evi ct i on of t he proj ect resi dent s.

Thus , t he di st i nct i on bet ween 20-year and 40-year t er ms is meani ng-
less, as vi rt ual l y al l proj ect s wi l l be recei vi ng assi st ance f or a l onger
per i od.
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I f act ual exper i ence wi t h mor t gage r ef i nanci ngs and owner shi p
changes resul t i n aver age cont r act t er ms bei ng l ess t han 40 year s, t hese
f act ors wi l l be appl i cabl e equal l y t o convent i onal l y f i nanced, F HA-
i nsur ed and St at e HFA- f i nanced proj ect s.

CS HA suppor t s t wo changes t o sect i on 8 t o ma ke t he pr ogr am mor e
f i nanceabl e. We bel i eve t hat t hese changes woul d general l y benef i t
l ender s ot her t han St at e- FHA' s , as al l of our me mbe r agenci es now
have r eady access t o and accept abi l i t y i n t he bond mar ket .

However , CS HA does not bel i eve t hat St at e HFA' s shoul d be t he
onl y l ender s; we act i vel y encour age par t i ci pat i on by t he pr i vat e l end-
i ng communi t y and l ocal f i nance agenci es, and we bel i eve t hat t he fol -
l owi ng changes shoul d gr eat l y faci l i t at e t hei r f i nanci ng.

Fi r st , we suppor t a pr oposal t o assure t hat hous i ng assi st ance pay-
ment s wi l l be pai d on t he uni t i n t he a mount of debt servi ce f or t he
l engt h of t he cont ract .

Thi s , i n effect , pr ovi des a Feder al backup of t he mor t gage l oan debt
servi ce t o assure l ender s t hat t he r i sk of def aul t wi l l be ver y smal l .

Such Feder al payment woul d onl y be ma de i f t he owner i s keepi ng
t he uni t i n decent , af e and sani t ary condi t i on, and maki ng ever y
effort t o r ent a vacant uni t , t hus prot ect i ng t he Gover nment ' s i nt erest s
agai nst payment s on uni nhabi t abl e housi ng.

The cost t o t he Gover nment of t hi s pr ovi si on woul d be vi r t ual l y
not hi ng, as t he r i sk of l ong- t er m vacanci es i n proj ect s wi t h t he deep
subsi dy assi st ance of t he sect i on 8 pr ogr am i s vi r t ual l y nonexi st ent .

The Congr essi onal Budge t Offi ce, i n comment i ng on a provi si on
adopt ed by Congr es s l ast year ext endi ng t he payment per i od f or un-
occupi ed uni t s by 1 year , concl uded t hat i t woul d be a nonbudget i t em
based on t he vacancy exper i ence of si mi l ar l y assi st ed housi ng.

The benefi t t o t he Gover nment woul d be gr eat as i t woul d resul t i n
mor e secur e l oans r equi r i ng l ower i nt erest payment s by t he owner .

As a sect i on 8-assi st ed cont r act r ent i s based, i n good par t , on t he i n-
t erest payment s whi ch t he owner mus t pay, l ower i nt erest payment s
me a n l ower cont r act rent s and t hus l ower Feder al subsi di es.

Second, CS HA suppor t s t he admi ni st r at i on' s pr oposal t o ext end
f r om 20 year s t o 30 year s t he l engt h of t he cont r act t er m avai l abl e
whe n t her e i s a pr i vat e, as opposed t o a publ i c, l ender .

Such a provi si on woul d l engt hen t he cont r act t er m t o t he usual
l engt h of a convent i onal mor t gage l oan and shoul d encour age conven-
t i onal f i nanci ng.

Let us st at e, however , t hat we do not f avor s uch a pr ovi si on i f i t i s
HUD' s i nt ent t o subst i t ut e t he convent i onal l ender f or St at e HF A
f i nanci ng, as we bel i eve t hat bot h sect ors have a real rol e t o pl ay.

Accor di ngl y, we bel i eve t hat t he 30- year t er m shoul d go hand i n
hand wi t h our r equest ed ear mar ki ng of fi scal 1978 f unds f or St at e
HFA' s of 70, 000 uni t s t o assure t hat bot h t he pr i vat e and publ i c sect ors
ar e abl e t o fulfi l l t hei r pr oper rol es i n t he sect i on 8 pr ogr am.

Fi nal l y, on a nonsect i on 8 mat t er , OS HA suppor t s t he effort s of
ma ny of our me mbe r HFA' s , l ed by t he Ne w Jer sey Hous i ng Fi nance
Agency, t o r emove t he pr esent l i mi t at i ons i n t i t le I I I of t he Nat i onal
Hous i ng Act , whi ch prohi bi t s St at e HFA' s f r om bei ng di rect sel l ers
of mor t gages t o t he Gover nment Nat i onal Mor t gage Associ at i on.

Because of t hi s rest ri ct i on, St at e HFA' s mus t ma ke t he sal e i ndi -
rect l y t hr ough pr i vat e l ender s, causi ng gr eat addi t i onal paper wor k
and ot her bur dens, f or no useful pur pose.
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I n cl osi ng, I wi s h t o t hank t he chai r man, t he member s of t he sub-
commi t t ee, and your ver y abl e staff, f or l et t i ng us be her e wi t h you
t oday, and I woul d be del i ght ed t o t r y and ans wer any quest i ons you
ma y have.

Mr . ASHLEY. Tha nk you, Mr . Hance.
I a m goi ng t o cal l on Mr . Moor head and Mr . Mi t chel l , i n t hat order .
Mr . MOORHEAD. Tha nk you, Mr . Chai r man.
I t hi nk I mi ght say t hat when t he sect i on 8 pr ogr am was pr oposed

and t he onl y housi ng pr ogr am I was not ent husi ast i c about i t and I
still a m not ent husi ast i c except f or t he per f or mance of t he St at e hous-
i ng agenci es. I t hi nk-t hat wher e we have HFA' s , sect i on 8 has wor ked,
wher e we have not , i t has not wor ked.

An d i t ma y be t hat t he i ncrease t o 30 year s ma y make i t possi bl e f or
pr i vat e l ender s t o get i nt o t he pr ogr am, but cert ai nl y t he exper i ence
t o dat e has i ndi cat ed t o me t hat t he St at e hous i ng agenci es have been
t he onl y i nst r ument al i t y t hat has done t he j ob of maki ng sect i on 8
wor k at al l , and I woul d cert ai nl y not want t o put a cei l i ng on St at e
HFA' s , but r at her t o l et you cont i nue t o do t he j ob t hat you have been
doi ng.

At best , as you say on page 5 of your t est i mony, t hat al l we have i s
t he hope t hat convent i onal housi ng f i nanci ng ma y be ma de t o wor k.

I hope t hat i s real i zed, t oo, and I t hi nk your st at ement t hat you don' t
want t o be t he onl y gr oup i n t he f i nanci ng of t hi s pr ogr am i s ver y wi se.

But I t hi nk you have got t o be kept i n t he foref r ont , and I f or one
t hi nk t hat unt i l we get a bet t er pr ogr am we had bet t er cont i nue t o rel y
ver y heavi l y on t he St at e housi ng f i nance agenci es t o have t he pr ogr am
do as muc h as i t can do.

Tha t i s t he onl y comment I have t o make, Mr . Chai r man.
Mr . ASHLEY. Yo u don' t want t o hear anyt hi ng beyond t hat , do you?

[ Laught er . ]
Mr . ASHLEY. Mr . Mi t chel l ?
Mr . MI TCHELL. Tha nk you, Mr . Chai r man.
An d I t hi nk t hi s was a ver y cogent pi ece of t est i mony.
Mr . HANCE. Tha nk you.
Mr . MI TCHELL. The Secr et ar y at HUD recent l y request ed t hat t hi s

f i nanci ng be ext ended, t hus per mi t t i ng l ong- t er m f i nanci ng t o 30 year s
under sect i on 8. As I under s t and it, f r om your t est i mony t hi s ext ensi on
i s general l y vi ewed as enhanci ng sect i on 8, i s t hat cor rect ?

Mr . HANCE. Wel l , t hat cannot be pr oven at t hi s t i me, but we shar e
t he admi ni st rat i on' s bel i ef t hat i t wi l l encour age convent i onal f i nan-
ci ng. An d we suppor t t hat concept subj ect onl y t o our concer n t hat i t
not be a means of under cut t i ng t he St at e HFA' s pr oper rol e wi t h 40-
year f i nanci ng.

Mr . MI TCHELL. I t hi nk t her e ar e s ome saf eguar ds t o pr event t hat .
My second quest i on i s —I a m j ust cur i ous —on page 4 you i ndi cat ed
t hat t he wor k of your St at e hous i ng f i nance agenci es shoul d be vi ewed
as an economi c st i mul us. I agree. But t he Secr et ar y t ook t he posi t i on,
or I t hi nk she di d, t hat hous i ng per se shoul d not be used or vi ewed
as economi c st i mul us.

Coul d you expl ai n t he di fference bet ween t hese t wo poi nt s of vi ew?
Mr . HANCE. I bel i eve t he Se c r e t a r y—
Mr . MI TCHELL. Ma y I j ust add t hat I don' t t hi nk t he Secret ary' s

posi t i on, i f I under st and i t, i s a ver y val i d one. I don' t know how you
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coul d deal wi t h i ncr easi ng hous i ng pr oduct i on and not r egar d i t as an
economi c st i mul us.

Mr . HANCE. I t hi nk t he Secr et ar y i s concer ned wi t h t he count er-
cycl i cal aspect of t he hous i ng i ndust r y and t he t r eat ment of t he hous-
i ng i ndust r y t hr ough monet ar y pol i cy t o ei t her heat up or cool down
t he economy and i n effect put t i ng housi ng whi ch has ot her needs and
ot her pur poses i n a rol e whi ch i s not gear ed t o t he ot her pur poses or
t o t he needs of shel t er per se.

On t hat score I t hor oughl y concur wi t h her vi ew. I t hi nk t he coun-
t ercycl i cal hous i ng and use of housi ng in, t he economi c rol e has been
one of t he ver y real pr obl ems wi t h get t i ng any ki nd of consi st ent l ong-
r ange housi ng st rat egy or any at t empt t o meet any nat i onal hous i ng
goal s.

Tha t i f -it i s t o be a fiscal devi ce wi t h ups and downs , how can we
begi n t o meet t hese goal s by encour agi ng i ndust r y t o oper at e on a
l onger t er m basi s? My poi nt her e wi t h respect t o t he economi c st i mul us
is real l y l ooki ng at t he empl oyment , t he economy i n 1977 and sayi ng
t hat t o t he ext ent t hat St at e hous i ng f i nance agenci es or ot her s can
pr oduce hous i ng st ar t s now, t hat t hat absol ut el y i s an economi c st i mu-
l us i n t he ar ea t hat per haps needs i t mor e t han any ot her , i n t he housi ng
i ndust r y, bot h as a mat t er of shel t er . and as a mat t er of j obs and t he
i mmedi at e monet ar y i mpact on t he economy.

So I don' t t hi nk i n a sense t hat t hey ar e i nconsi st ent .
Rat her , t hat we ar e sayi ng we have proj ect s r eady t o bui l d r i ght

now and t hat t hat woul d have an economi c st i mul us and a posi t i ve one.
We woul d pr ef er t o see our effort s and t hose of al l l ender s done on

a much mor e consi st ent basi s, i nst ead of t he st op- and-st art basi s whi ch
I bel i eve i s t he Secret ary' s posi t i on.

Mr . MI TCHELL. I have one mor e quest i on. An d i t wi l l be ver y bri ef .
I mus t confess t o you t hat wi t h reference t o your t hi r d r ecommen-

dat i on on t he l ast page, I have t o i ndi cat e t hat I a m j ust not f ami l i ar
wi t h t he rat i onal e or t he just i fi ci t i on behi nd a l i mi t at i on on t he t i t le
I I I whi ch prohi bi t s St at e HFA' s f r om bei ng di rect sel lers. I woul d
t ur n t o you or t o my col l eagues f or s ome enl i ght enment . I a m not awar e
of what t he rat i onal e behi nd t hat l i mi t at i on is.

Mr . HANCE. Tha t provi si on has been i n t he l aw f or ma ny years. An d
i n fai rness I don' t know t hat anyone real l y has an ans wer t o why t hat
prohi bi t i on i s i n t here. I t i s not a prohi bi t i on agai nst St at e housi ng
f i nance agenci es as such. I t i s a prohi bi t i on agai nst i nst rument al i t i es
as such. An d i t cover s any publ i c bodi es.

Mr . MI TCHELL. Coul d my di st i ngui shed chai r man enl i ght en me on
t hi s as t o why i t i s i n t here, what was t he r easoni ng behi nd t hi s?

Mr . ASHLEY. I a m sor ry.
Mr . MI TCHELL. I rai se t he quest i on on hi s r ecommendat i on No. 3,

whi ch i n effect prohi bi t s HFA' s f r om bei ng di rect sel lers. And, f r ank-
l y, I knew i t had been ar gued a l ong t i me, but I j ust don' t know wha t
t he just i fi cat ion was or i s f or t hat l i mi t at i on.

Mr . EDSON. Mr . Chai r man, I asked as l at e as l ast year s ome ver y
knowl edgeabl e peopl e at GNMA and t hey j ust sai d, dar ned i f we know.
I t goes back at l east 10 or 15 years, t he pr e- 1968 spl i toff, nobody has
been abl e t o expl ai n it. An d t her e i s an except i on f or Far mer s Ho me
i nsur ed mor t gages, and how t hat got i n t her e I don' t know.
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I t hi nk i t was Just i ce Hol mes who sai d, a page of hi st ory i s wor t h
a vol ume of l ogi c. An d t hat i s al l I can say on it.

Mr . MI TCHELL. Am I r i ght i n as s umi ng t hat we have got s omet hi ng
i n t it le I I I t hat pl aces a l i mi t at i on on you, and t o t he best of our
knowl edge no one has a real l y cogent expl anat i on or just i fi cat i on f or
t hat l i mi t at i on. I s t hat cor rect ?

Mr . HANCE. Tha t i s correct .
Mr . MI TCHELL. Tha t i s a st r ange wa y t o r un a shop.
I have no f ur t her quest i ons.
Mr . ASHLEY. Mr . Hance, I t hi nk you have done wel l t o sei ze upon

t hat . We wi l l get just i fi cat ion on t hat f or t hwi t h, and wi l l cer t ai nl y
t ake t hat i nt o consi derat i on at t he t i me we ma r k t hi s up.

I t hi nk your t est i mony has done a gr eat deal t o cl ari fy t he rol e of
t he St at e hous i ng f i nance agenci es. Mr . Hance, and t o di spel s ome of
t he concl usi ons t hat have been advanced based upon dat a t hat has
been sket chy at best .

I cer t ai nl y a m one t ha t —I t hi nk i t was what Mr . Moor head sai d i n
r egar d t o bei ng i mpr essed wi t h t he t r ack r ecor d of St at e housi ng
f i nance agenci es, wi t h r egar d t o get t i ng our sect i on 8 pr ogr am f unc-
t i oni ng.

Ca n you tel l me how ma ny St at e f i nance agenci es t her e are, ar e
t her e 35. i s t hat what your t est i mony s hows ?

Mr . HANCE. I wi l l have t o ans wer t hat i n several ways .
Fi rst , t her e ar e 44 agenci es i n 39 St at es t hat exi st on paper r i ght

now. Of t hose appr oxi mat el y 35 ar e act i ve. An d of t he 35 appr oxi -
mat el y 20 ar e i nvol ved i n t he di rect f i nanci ng of sect i on 8 on a non-
F HA-i nsured basi s.

The movement is, each agency i s about as di fferent f r om each ot her
as an at t empt by each St at e t o adopt a pr ogr am t hat woul d be re-
sponsi ve t o t hat nar t i cul ar St at e' s needs.

Mr . ASHLEY. Whe r e does Ohi o fal l i n?
Mr . HANCE. Ohi o fits i nt o t he gap bet ween 44 on paper and 35 act i ve.
[ Laught er . ]
Mr . ASHLEY, . I was ver y muc h af r ai d of t hat .
Mr . EPSON. I t i s not t he St at e l egi sl at ure' s faul t but t he cour t s have

st r uck down, s ome of i ts key power s on const i t ut i onal amendment
t o act i vat e t he agency wa s rej ect ed by t he vot ers i n t he 1974 gener al
P i eet i on.

Mr . ASHLEY. One of t he pr obl ems t hat I do see wi t h r egar d t o
your pr oposed set-asi de i s t hat we ma y be s kewi ng t he sect i on 8
uni t s as pr oposed i n t he l aw. Tha t i s t o say, whet her i t be Pi t t s-
bur gh or Tol edo or Bal t i mor e, or wher ever , ci t i es choosi ng t o par -
t i ci pat e i n t he 1974 act ar e r equi r ed t o come up wi t h a pr ogr am
whi ch defi nes t hei r housi ng pr obl ems and pr oposed ways t o cur e
t hose hous i ng pr obl ems. I f we begi n t o set asi de i ncreased amount s
of sect i on 8 housi ng, don' t we r un i nt o a pr obl em when we f i nd t hat
t her e ar e onl y 20 such agenci es t hat ar e i nvol ved i n t he di rect fi-
nanci ng of sect i on 8?

Mr . HANCE. Mr . Chai r man, I cer t ni nl y can under s t and your con-
cer n and t hat of ma ny ot her s wi t h t he concept of f or mal set-
asi des.

An d l et me i ndi cat e t hat we come her e t oday not as. necessari l y, ad-
vocat es of t he concept of set-asi des at all . I n fact , we have not speci fi -
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cal l y asked f or any f or mal congressi onal set-asi de wi t h r espect t o t he
suppl ement al appr opr i at i on f or 1977, pr i mar i l y because we ar e anx-
i ous t o wor k wi t h t he ne w admi ni st r at i on and anxi ous t o est abl i sh t hat
we can wor k wi t h t hem on a cooper at i ve basi s and not feel t hat we
need t o ask Congr es s f or hel p i n di scussi ng mat t er s wi t h HUD.

Our concer n, however , i s real l y t wo- fol d: first , t hat t hr ough a se-
ri es of act i ons, bot h congressi onal and admi ni st r at i ve, par t i cul ar l y i n
t he past , i n t he year j ust past , t he fi scal 1977 basi c al l ocat i on di d
f or mal l y or i nf or mal l y get set asi de qui t e a bi t , wi t h t he resul t t hat
t her e was not hi ng l eft f or t he St at e HFA' s . And, t hus, t he concept
of set-asi des has sneaked back i nt o t he pr ogr am over t he l ast several
year s, and t hat has concer ned us.

Second, we ar e concer ned wi t h r espect t o 1978 because of t he
l ow l evel of al l ocat i on t hat i s cont ai ned i n t he admi ni st r at i on' s
budget . I n t hat case I use t he wor d "admi ni st r at i on" i nt ent i onal l y,
because i t i s our under s t andi ng t hat H U D r ecommended a hi gher
budget l evel f or St at e HFA' s , and t hat t he Offi ce of Ma na ge me nt and
Budget di sagreed, and t hat t he 20, 000 f i gure i s, i n effect , a compr omi s e
of t hat . So t o t he ext ent t hat we ar e aski ng f or a l arger set-asi de and
assi st ance f r om you i n Congr ess , we ar e aski ng you t o hel p us gi ve
H U D mor e l ever age t o get t he ki nd of pr oduct i on we t hi nk i s
appr opr i at e.

Tha t i s a gener al comment . I have not deal t di rect l y wi t h your poi nt
iabout 20 St at es ver sus 50 St at es, t o whi ch t her e s, obvi ousl y, no

t hor ough answer , ot her t han t o say t hat we feel we can gi ve you al l
sort s of evi dence and bel i eve t hat we can del i ver 70, 000 uni t s i n t hose
St at es wher e t he pr ogr ams of St at e HFA' s ar e act i ve. We t hi nk t hat
i s j ust i fi cat i on i n and of i t sel f, and t hat we woul d hope t hat t her e
woul d be ot her means of del i very wi t hi n t he ot her St at es.

Mr . ASHLEY. I see i n your t es t i mony t hat Vi r gi ni a i s one of t he
St at es t hat i s sol el y r esponsi bl e f or sect i on 8 pr oduct i on and t hat
t her e ar e ot her s namel y, Ne w Jer sey, Massachuset t s, Pennsyl vani a,
Mi chi gan, and Il l i noi s.

Suppos e t hat t he 20- t o 30- year ext ensi on br i ngs about gr eat er
par t i ci pat i on on t he par t of convent i onal l ender s, and suppose
F HA get s i nt erest ed. An d I a m t al ki ng now about t he si t uat i on i n
Vi rgi ni a.

Wh a t i s t he best wa y f or t her e t o be an al l ocat i on as f ar as Vi r gi ni a
i s concer ned as a mong t hose i nt erest ed i n del i ver i ng—t hose di fferent
ent i t i es—del i ver i ng sect i on 8 housi ng i n your St at e?

Mr . HANCE. I guess, i n a sense, we ar e deal i ng wi t h t hr ee par t s of
t he s ame puzzl e here. We have t he over r i di ng al l ocat i on i ssues, t he
pol i ci es, so t he i ssue of wher e t he hous i ng i s t o be const ruct ed i s not
real l y affect ed by t hi s di scussi on.

Mr . ASHLEY. No.
Mr . HANCE. I t i s a quest i on of who wi l l bui l d i t ; t hat i s t he onl y

i ssue. An d I woul d s ay t hat we have no desi re or no i nt ent t o be a mo-
nopol i st i c l ender i n Vi r gi ni a or i n any ot her St at e. We woul d en-
cour age t he abi l i t y of ot her l ender s t o wor k wi t h t he pr ogr am.

Mr . ASHLEY. Woul dn' t t hat be a st art- and- st op si t uat i on, t hough?
Mr . HANCE. I t hi nk i t woul d put us i n a compet i t i ve si t uat i on,

whi ch we ar e per fect l y wi l l i ng t o be pl aced i n. The bui l der woul d be
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t r yi ng t o get a convent i onal l oan or come t o us. I f we coul d not
offer an efficient, effect ive del i very syst em, t hen we woul d be di sad-
vant aged, whi ch i s wher e we ought t o be i f we can' t del i ver t he
pr oduct .

We ar e her e because we t hi nk not onl y have we been t he onl y l ender s
ar ound, but because we t hi nk we can del i ver professi onal l y, pr ompt l y,
and efficient ly, and effect i vely wi t hout i nsur ance and wi t h a ver y s ound
t r ack recor d of del i nquenci es and defaul t s.

Mr . ASHLEY. Wh a t you ar e sayi ng, t hen, i s t hat cont ract and budget
aut hor i t y f or 70, 000 uni t s f or St at e HFA' s i n t he year 1978, as a
speci fi c ear mar k, but beyond t hat wi t h t he expect at i on, per haps, t hat
t her e wi l l be great er compet i t i on af t er fiscal year 1978, you mi ght not
want t hi s ear mar ked; i s t hat r i ght ?

You me an you real l y woul d be cont ent wi t h l et t i ng compet i t i on
det er mi ne who del i vers t he housi ng?

Mr . HANCE. Cer t ai nl y. We have no concer n wi t h t hat , Mr . Chai r man.
As I sai d, our r eason f or t he ear mar ki ng request t hi s year i s because

of what we bel i eve is t he i l l -advi sed at t i t ude of t he Offi ce of Manage-
ment and Budget r at her t han any pr obl em i n wor ki ng wi t h t he ne w
HU D admi ni st rat i on, t hough our exper i ence t her e i s l i mi t ed. We
woul d l i ke t o t hi nk we can wor k wel l wi t h HUD.

I f any of us fai l t o del i ver, i f we wer e t o recei ve 70, 000 uni t s as a
gr oup and each of us recei ve an al l ocat i on of t hat , i f we wer e not abl e
t o del i ver , bel i eve me, HU D i s goi ng t o be t aki ng t hat r i ght back f r om
us i n a bi g hur r y, and pr oper l y so. We have an obl i gat i on t o del i ver .

Wh a t we ar e sayi ng is t hat we t hi nk we can del i ver t hat much. I n
comi ng year s i f t he i ssues wi t hi n t he admi ni st r at i on, wi t h OMB, f or
exampl e, ar e l ess seri ous, I t hi nk we st and r eady t o wor k wi t h HUD.

Mr . ASHLEY. Wh a t i s t he aver age bor r owi ng rat e f or a housi ng
f i nanci ng agency?

Mr . HANCE. The bor r owi ng rat es on l ong t er m, f or mul t i f ami l y
rent al proj ect s have been i n t he r ange of bet ween 614 and 61/ 2 percent ,
wi t h t he l endi ng rat es r unni ng at about 7, 71/ 4 percent .

Mr . ASHLEY. I t woul d s eem t o me t hat you coul d compet e pret t y wel l
on t hat basi s.

Mr . HANCE. Preci sel y.
[ Laught er . ]
Mr . ASHLEY. I t woul d s eem t o me t hat , cl earl y, you wi l l be l ooki ng

f or set-asi des i n 1979 and f ut ur e year s on t he basi s t hat , i n your posi -
t i on, you ar e goi ng t o have t he compet i t i ve advant age t hat j ust won' t
qui t .

Mr . HANCE. But t hat advant age wor ks t o t he benefi t of t he resi dent s,
t he Feder al Gover nment , i n t er ms of subsi di es.

Mr . ASHLEY. I under st and t hat . An d I have no feel i ng at al l at t hi s
poi nt t hat t hi s i s not a per fect l y appr opr i at e and effect ive del i very
syst em, part i cul arl y i n t he 20 St at es t hat s eem t o be doi ng a j ob.

Wa s t here one ot her pr oposal t hat you made?
I t hi nk t here was , and I can' t f i nd i t i n your t est i mony at t hi s t i me.

I t hi nk i t was one t hat we di scussed.
Mr . HANCE. I n t he l at t er por t i on of my t est i mony, Mr . Chai r man, I

ma de r ecommendat i ons concer ni ng t he payment of housi ng assi st ance
payment s t o t he ext ent of debt servi ce on vacant uni t s wi t hout a l i mi t a-
t i on on years.
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Mr . ASHLEY. Wh a t i s t he l i mi t at i on now?
I s i t 1 year ?
Mr . HANCE. At t he pr esent t i me, Mr . Chai r man, under t he l aw as

amended t hi s past year , her e i s provi si on f or ful l payment of housi ng.
assi st ance payment s f or a per i od of 60 days agai nst vacant uni t s and
an addi t i onal 1- year per i od wi t h a payment l i mi t ed t o t he amount of
debt servi ce at t r i but abl e t o t he uni t , on cer t ai n condi t i ons.

Mr . ASHLEY. Basi cal l y, you want t o go f r om a year and a hal f t o 40
year s?

HANCE. To t he l engt h of t he cont r act , what ever t hat mi. ght be
i n a gi ven case.

Mr . ASHLEY. But t hat i s wh a t —
Mr . HANCE. Tha t i s correct , i n t he case of St at es, t hough, agai n, t hi s

i s a r ecommendat i on whi ch we t hi nk i s of mor e use t o ot her l enders.
Mr . . ASHLEY. Your t es t i mony i s t hat t he St at e hous i ng f i nance

agenci es have not had any pr obl em i n sel l i ng t hei r paper ; i sn' t t hat
r i ght ?

Mr . HANCE. Tha t i s correct .
I woul d say we have t o l ook back at t hat per i od. Ther e wa s a per i od

whe n t he mar ket was i n di sar r ay, and i t was difficult f or t hese agenci es,
or t he ci t y of Ne w Yor k, or ot her s t o rai se capi t al i n t hat mar ket pl ace.
But i n t he l ast year , now, t he mar ket pl ace has been i mpr oved ver y
much, and t he agenci es have r eady access t o i t at t he pr esent t i me.

Mr . ASHLEY. I suppose you coul d s ay t hat t hi s mi ght r educe t he
amount you have t o pay.

Mr . HANCE. Preci sel y. An d t he i mpact woul d not be t o gai n gr eat er
accept ance but t o ma ke i t mor e at t ract i ve and, t hus, per haps pr oduce
a l ower i nt erest cost t o us, whi ch coul d be passed t hr ough t o t he proj ect .

Mr . ASHLEY. Wel l , we cer t ai nl y wi l l have t o l ook at t he t r adeof f t hat
is i nvol ved t here.

I j ust r emember ed t hat Mr . Br own si t s on t hi s subcommi t t ee, and
we had ma ny weeks of di scussi ons wi t h r espect t o t hi s and t he wa y —
t he wa y t hi ngs occur r ed i n t hi s si t uat i on. An d we ar r i ved at a com-
pr omi se. An d what you ar e suggest i ng cer t ai nl y l ays t he gr oundwor k
f or a compr omi s e. I f you ar e aski ng t o go f r om 11/ 2 t o 40 year s, t her e
i s pl ent y of r oom t o compr omi s e t her e; I wi l l s ay t hat .

[ Laught er . ]
Mr . ASHLEY. I have one ot her quest i on, and t hat i s: Ho w does . a

ci t y l i ke Nor f ol k, or any ci t y i n Vi r gi ni a who . comes up wi t h t hei r
housi ng assi st ance pl an, how do t hey get i n t ouch wi t h you?

Do t hey ask you t o come i n and s ubmi t pr oposal s?
Do t hey i dent i fy t he l and t hat woul d be i nvol ved i n t he sect i on 8

proj ect s? Jus t how does t hi s wor k?
Mr . HANCE. We have wor ked ver y cl osel y wi t h a number of ci t i es i n

Vi r gi ni a i n an at t empt t o maxi mi ze t i e t yi ng t oget her of t i t le I com-
muni t y devel opment assi st ance and t i t le I I housi ng assi st ance. An d I
guess t he f or ms t hat t hat has t aken ar e as var i ed as t he number of ci t ies
we have deal t wi t h.

Nor mal l y, t he pl ans speak i n t er ms of t he obvi ous i ssue of needed
goal s, r at her t han ear mar ki ng speci fi c areas. The y ma y s peak t o ar eas
of t he ci t y r at her t han speci fi c si t es wher e t hey bel i eve

Mr . ASHLEY. By census t r act ?
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Mr . HANCE. Tha t i s a c ommon pract i ce, yes. The quest i on is, t o what
ext ent i s i t appr opr i at e t o be c ome —how speci fi c shoul d one become
and not be bendi ng t he i nt ent of t he pl an concept i t sel f? But we have
wor ked r at her cl osel y wi t h t he ci t y and wi t h t he Redevel opment and
Hous i ng Aut hor i t y i n t hose ci t ies wi t h respect t o t hei r sect i on 8 needs
and goal s, and, i n fact , i n bot h Por t s mout h and Nor f ol k, we ar e wor k-
i ng wi t h t he Redevel opment Hous i ng Aut hor i t y. I n cases wher e t hey
ar e t he owner , we ar e t he l ender , cont ract admi ni st r at or f or sect i on 8
purposes.

We al so have wor ked wi t h pr i vat e devel oper s on ur ban r enewal or
r edevel opment l and i n t hose ci t ies wher e bot h t he si t e and t he bui l der /
devel oper has recei ved t he bl essi ng of t he ci t y t hr ough t he r edevel op-
ment housi ng pr ogr am.

Mr . MI TCHELL. I t i s a ver y i nt erest i ng i nqui ry, and I a m not at al l
sur e t hat you got t he r esponse t hat you want ed. Or maybe I di dn' t
under s t and your i nqui ry. But I t hought t he chai r man was seeki ng t o
fi nd t he di scret e mechani s ms by means of whi ch you get l ocked i nt o
thi s.

Does t he l ocal hous i ng aut hor i t y cal l you and say, " Look, we ar e
put t i ng t hi s i nt o our pl an. Do you want t o t ake a l ook at i t bef or e we
put i t i n, " or ar e you pr i vy t o al l of t he devel opment s t hrougl : s ome
sort of a mechani s m?

I s t hat t he wa y i t wor ks ?
Mr . HANCE. Congr ess man, I guess i n a sense al l of t he above i s t he

r i ght answer t o t hat .
Mr . ASHLEY. I f i nd i n Tol edo, Ohi o, t hat t her e i s no di scussi on

bet ween t he ci t y counci l on t he one si de and our l ocal housi ng aut hor -
i t y on t he ot her at t he t i me t he pl an was put t oget her .

An d t hi s l eads t o ver y severe pr obl ems downst r eam. Whe n, "
exampl e, t he housi ng aut hor i t y i n effect comes t o t he ci t y and says,
"Pl ease ext end s ome sewer l i nes f or us, " and t he ci t y t hr ows up i ts
hands and says, " We never knew t hi s was goi ng on. "

An d yet i t i s perfect l y cl ear t hat wi t hi n t he par amet er s of t he pl an
f or t he ci t y i t was expect ed t hat t here woul d be not onl y sect i on 8, but
publ i c housi ng as wel l . An d I suppose t hat i t i s wi t hi n t hi s cont ext
t hat my quest i on emanat es. I a m not j ust cur i ous about t hat , but I a m
cur i ous about how a funct i oni ng St at e f i nanci ng agency becomes awar e
at t he t i me t hat a pl an i s bei ng devel oped as t o how t hey mi ght par -
t i ci pat e, t he ext ent t o whi ch t hey mi ght part i ci pat e and i n what ways .
Now, i n a monopol y St at e, such as Vi r gi ni a, per haps t hat i s easy i nas-
much as you i ndi cat e t hat you ar e t he onl y pl ayer , not j ust on t he bl ock
but i n t he ent i re br oader communi t y as f ar as sect i on 8 i s concer ned.

Ther e pr obabl y i s not muc h pr obl em i n communi cat i ons. I s t hat
r i ght ?

Mr . HANCE. I t hi nk t hat t hat si t uat i on does not el i mi nat e t he pr ob-
l em of communi cat i on of t hese pl ans. Agai n, I guess I can add a coupl e
of t hought s, but I guess i n effect t he ci r cumst ances have been about
as di fferent as t he number of ci t ies wi t h wh o m we have deal t .

I n s ome cases we have had devel opers come t o us wi t h proposal s. An d
we have t al ked wi t h t he ci t y, per haps t he pl anni ng depar t ment , per -
haps t he r edevel opment housi ng aut hor i t y over what pr oposal s have
come t o us f or hous i ng i n t hei r ci ty.
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I n ot her cases, t he aut hor i t y ma y have come t o us wi t h ei t her si t es
or devel opment pr oposal s of t hei r own.

Mr . ASHLEY. Does your agency ever i ni t i at e ?
Mr . HANCE. We do t hat , but i n addi t i on, i n several ar eas of t he St at e

t here ar e ver y act i ve r egi onal pl anni ng di st ri ct commi ssi ons . And ,
f or exampl e, i n sout heast ern Vi r gi ni a, t he Ti dewat er ar ea, t he sout h-
east ern Vi r gi ni a Pl anni ng Di st r i ct Aut hor i t y has devel oped an
ar eawi de housi ng oppor t uni t y pl an, compar abl e t o t he one i n t he
Met r opol i t an Was hi ngt on ar ea t hr ough t he Was hi ngt on Counci l of
Gover nment s .

Agai n t hat i s an ent i t y wi t h wh o m we deal and a me mbe r of my staff
who i s her e t oday at t ends t he housi ng t echni cal commi t t ee meet i ngs of
t hat agency regul ar l y.

I n t hat sense we ar e i n r egul ar t ouch wi t h t hat st aff and wi t h t he
r epresent at i ves f r om each of t he j uri sdi ct i ons, i n t hi s case, of cour se,
i ncl udi ng Mar yl and and t he Di st r i ct as wel l as Vi rgi ni a.

I n t hose cases we keep i n ver y cl ose t ouch. Somet i mes we do t he
i ni t i at i ng because t he devel oper s come t o us. I n ot her cases t he l ocal i t y
i ni t i at es it.

The pr obl em of whet her t he l ocal hous i ng aut hor i t y and t he ci t y
gover nment t al k t o each ot her i s not a pr obl em t hat we can ei t her sol ve
or be expect ed t o sol ve. But per haps somet i mes we ar e abl e t o faci l i t at e
t hat communi cat i on.

Mr . ASHLEY. I qui t e under s t and t hat .
But wha t I a m i nt erest ed i n i s mor e t o t he di rect i on t hat you ar e

r esponsi bl e t o. Yo u see we don' t real l y know a whol e l ot about t he
oper at i on of St at e housi ng f i nanci ng agenci es, and f or good r eason.
Thr ough a r ecent advent t hey ar e j ust as di ssi mi l ar as t hey can be,
s ome ar e on paper and s ome ar e f or real , but we ar e f aced wi t h a r equest
f r om you whi ch, on i t s f ace s eems per suasi ve; namel y, f or a set-asi de,
admi ni st r at i ve or l egi sl at i ve of a subst ant i al numbe r of uni t s.

An d i t s eems t o me t hat t he mor e t hat we ar e abl e t o l ear n as qui ckl y
as possi bl e about St at e housi ng f i nanci ng agenci es t he bet t er off we
are al l goi ng t o be. An d t hat i s why I a m i nt erest ed bot h as an advocat e
and as t he devi l ' s advocat e because I a m i nt erest ed i n Ohi o get t i ng i t s
pr oper shar e of sect i on 8 housi ng, so t hat Tol edo can recei ve i t s pr oper
ent i t l ement .

Yo u suggest t hat t her e ar e 5 St at es t hat ar e i n a monopol y posi t i on,
t hat t her e ar e 20 St at es t hat ar e act i ve, I suppose t hat t her e i s enough
popul at i on i n t hose 20 St at es t o det er mi ne whet her 20, 000 uni t s appear s
t o be wi t hi n t he bal l par k.

Mr . HANCE. Mr . Chai r man, on t hat poi nt , I t hi nk t hat what ever
al l ocat i on t he St at es recei ve, whet her i t was because of a set-asi de,
congressi onal or admi ni st r at i ve or j ust i n t he nor mal process t hat t hat
woul d not affect t he al l ocat i on t o an ar ea or t o a St at e, t hat HU D has
by l aw t he obl i gat i on and by l aw and by pol i cy t he obl i gat i on t o ma ke
t he al l ocat i ons nat i onwi de on t he fai r shar e basi s.

The quest i on t hen s i mpl y i s whet her t he al l ocat i on t o t he St at e of
Vi r gi ni a, f or exampl e, woul d be 100 per cent open ended, whet her i t
woul d be 100 per cent di r ect ed t hr ough us, 50- 50 or s ome por t i on of
t hat . But I don' t t hi nk t hi s woul d change t he a mount of dol l ar s goi ng
t o Vi r gi ni a or t o Ohi o.

Mr . ASHLEY. No. I can under s t and t hat . I a m t r yi ng t o get at a ful l er
sense of wha t i s i nvol ved, f r om our s t andpoi nt as wel l as your s, so
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t hat we can t reat i nt el l i gent l y t he request f or a set-asi de of 70, 000
uni t s. An d I mus t s ay t hat you have been hel pf ul i n t hi s r egar d.

I t hi nk we ar e goi ng t o have t o cal l on H UD t o be f or t hcomi ng as
wel l . An d I t hi nk we ar e goi ng t o have t o have subst ant i al l y mor e
i nf or mat i on wi t h respect t o t he oper at i ons of t he St at e hous i ng f i nance
agenci es, t han we have at t he present t i me.

And I woul d i nvi t e ei t her a f ur t her meet i ng at t he t i me t hat we mar k
up or pr i or t o t hat or an addi t i onal submi t t al t hat woul d f ocus on t he
areas, of i nt erest t hat have been expr essed her e t hi s af t er noon.

Mr . HANCE. Mr . Chai r man, we woul d be del i ght ed t o r espond
t hr ough st aff or di rect l y wi t h you, i n what ever f or m you t hi nk woul d
be mos t useful t o you.

• Mr . ASHLEY. I want t o c omme nd you f or your t est i mony. An d I can
tel l you t hat t hi s has been t est i mony t hat has been mos t usef ul and
const ruct i ve. An d I t i p my hat off t o you as I a m sur e t he ot her me m-
ber s do, f or t he real l y qui t e r emar kabl e j ob t hat has been done i n a
number of St at es, a r at her l ar ge number of St at es i n a shor t per i od
of t i me.

The bot t om l i ne here, of course, is, how ma ny mor e f ami l i es wi l l be
housed i n decent housi ng t han befor e we embar ked on t hi s appr oach.
And t he t r ack r ecor d woul d be compl et el y ful l r at her t han onl y
part i al l y so.

Tha nk you ver y much.
Mr . HANCE. Tha nk you, Mr . Chai r man.
Mr . ASHLEY. We woul d l i ke t o wel come back t he presi dent and

chai r man of t he boar d of t he Feder al Nat i onal Mor t gage Associ at i on,
Oakl ey Hunt e r —we ar e del i ght ed t hat you ar e wi t h us t hi s af t er noon,
Mr . Hunt e r —a f or mer member and a di st i ngui shed one, wi t h a good
deal of exper i ence wi t h t hi s subcommi t t ee whi ch we are pl eased t o
be abl e t o cal l upon.

An d you c a n—I see you have a pr epar ed st at ement . I t i s on bot h
si des. So I t hi nk what we wi l l say at t hi s t i me is t hat —oh, we have an
appendi x. [ Laught er . ]

Mr . HUNTER. I have al r eady fi led my pr epar ed st at ement and t he
appendi x wi t h t he subcommi t t ee.

Mr . ASHLEY. That was ver y ni cel y done.
Yo u ar e goi ng t owar d 100 pages here. [ Laught er . ]
Mr . HUNTER. I ask at t hi s t i me mer el y t o s ummar i ze my st at ement .
Mr . ASHLEY. Tha t wi l l be gr ant ed wi t h al acri t y. [ Laught er . ]
Mr . HUNTER. The appendi x cont ai ns an account of t he st ewar dshi p

of F NMA si nce i ts t ransi t i on t o pr i vat e st at us pur suant t o t he 1968
Hous i ng Act . I hope t hat you and t he ot her member s wi l l have an
oppor t uni t y t o r ead it.

I wi l l now s ummar i ze my st at ement , and t hen answer any quest i ons
you ma y have.

STATEMENT OF OAKLEY HUNTER, CHAI RMAN OF THE BOARD,
PRESI DENT, FEDERAL NATI ONAL MORTGAGE ASSOCI ATI ON

Mr . HUNTER. Mos t of t he var i ous F HA mor t gage i nsur ance pr o-
gr ams t er mi nat e J une 30 of t hi s year . F NMA ur ges t hat t hey be
ext ended t o J une 30, 1978. We bel i eve t hat such an ext ensi on woul d
gi ve t he subcommi t t ee and t he Congr ess addi t i onal t i me i n whi ch t o
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ma ke a deci si on as t o t he f ut ur e rol e of F HA i n meet i ng t he Nat i on' s
housi ng obj ect i ves.

We st r ongl y bel i eve t hat F HA can cont i nue t o ma ke a ver y subst an-
t i al cont r i but i on t o housi ng i n t hi s count r y, par t i cul arl y f or t hose who
wi sh t o l i ve i n t he ol der ur ban areas.

Wi t h respect t o gr aduat ed payment mor t gages, t he admi ni st rat i on
has asked f or s ome modi f i cat i ons i n t he sect i on 245 pr ogr am. F HA
is now wor ki ng on a gr aduat ed payment mor t gage and we have an-
nounced our wi l l i ngness t o begi n pur chas i ng t hese mor t gages i n t he
secondar y mar ket .

The modi f i cat i ons i nvol ve put t i ng t he pr ogr am on a r egul ar base
rat her t han an exper i ment al one, r emovi ng t he 1-per cent l i mi t at i on,
and gi vi ng a l i mi t ed pr eempt i on of St at e rest ri ct i ons t hat ma y appl y
t o t he addi t i on of def er r ed i nt erest t o pr i nci pal or t he char gi ng of
i nt erest on i nt erest . I t hi nk t her e ma y be s ome 30 St at es i nvol ved.

The gr aduat ed payment mor t gage, as you know, can gi ve t hose
buyer s who woul d not qual i fy under t he r egul ar pr ogr am of a l evel
mont hl y payment , f i xed i nt erest rat e over 25 or 30 years, t he oppor -
t uni t y t o qual i fy f or home owner shi p.

The Br ooke- Cr anst on Act , t he Emer gency Ho me Pur chase Assi st -
ance Act , wi l l expi r e i n Oct ober , 1977. We r ecommend i ts ext ensi on
unt i l J une 30, 1978. Thi s woul d gi ve t he subcommi t t ee t i me t o det er-
mi ne how t hi s pr ogr am fits i nt o t he overal l compr ehensi ve nat i onal
hous i ng pol i cy.

I f t he subcommi t t ee does r ecommend t he ext ensi on of t hi s pr ogr am,
I bel i eve t hat consi derat i on shoul d be gi ven t o amendi ng t he l aw t o
l i mi t t he pur chase pr i ce or t he i ncome of t he mor t gagor . I don' t t hi nk
i t woul d be admi ni st r at i vel y t oo difficult t o i mpos e s ome l i mi t at i ons.
The l oan-t o-val ue rat i os on ma ny of t he mor t gages or i gi nat ed under
t hi s pr ogr am i n t he past have been pr et t y l ow. Tha t has been due t o
t he f act t hat peopl e have "t r aded up. " The y have had consi derabl e
equi t i es i n t hei r houses because of t he escal at i on i n housi ng pri ces.
Thi s has enabl ed t hem t o ma ke a rel at i vel y l ow l oan-t o- val ue rat i o
l oans on homes f i nanced under t hi s act and t o buy i n s ome cases houses
t hat ar e i n t he $60, 000 and over pr i ce bracket .

Thi s pr ogr am, I t hi nk, can be of assi st ance t o t he young home-
buyer s —t he young f ami l i es j ust st ar t i ng out . Ma n y of t hese have no
si gni fi cant amount of savi ngs t hei r i ncomes ar e l ow, and t hey don' t
have a house t o t r ade up. The y don' t have any equi t y t hat t hey can
use. I t hi nk t he Br ooke- Cr anst on Act woul d pr ovi de a real i st ic met hod
of f i nanci ng t he pur chase of a home f or t hose i n t hi s i ncome r ange
whi ch i s a gr owi ng number .

One of t he ver y ser i ous pr obl ems we have i n t hi s count r y i s t he
abi l i t y t o f i nance housi ng f or t he new f ami l y f or mat i ons, f or t he new
househol ds t hat ar e comi ng i nt o t he arket .

FNMA' s convent i onal mor t gage l i mi t t oday i s $55, 000, whi ch dol l ar
l i mi t i n gener al al so appl i es t o t he Feder al savi ngs and l oan associ a-
t i ons. Ther e i s a hi gher l i mi t f or Al aska, Hawai i , and Gua m.

The F NMA l i mi t of $55, 000 was set pur suant t o t he 1974 Hous i ng
Act . Dur i ng t he per i od Sept ember 1974 t hr ough December 1976, t her e
has been al most a 27- percent i ncrease i n t he medi an sal es pri ce of new
housi ng, and over 20 per cent f or exi st i ng housi ng.
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So F NMA r ecommends an i ncrease i n t he cur r ent l i mi t at i on of at
l east 25 percent . Thi s woul d onl y per mi t a cat chi ng up wi t h t he i n-
creases i n t he cost of housi ng t hat have al r eady t aken pl ace. Al so, i t i s
est i mat ed t hat house prices_ wi l l i ncrease by r oughl y 10 per cent an-
nual l y over t he next 2 years.

We woul d al so r ecommend an i ncrease i n t he F HA sect i on 203( b)
l i mi t , now $45, 000. We r ecommend t hat t hi s l i mi t be i ncreased by 25
per cent whi ch woul d r un i t up t o $56, 250. I n t he case of convent i onal
mor t gages, t he l i mi t woul d be i ncreased f r om $55, 000 t o $68, 750, and
wi t h hi gher l i mi t s i n Al as ka and Hawai i .

Ther e i s no i ndi cat i on t hat hous i ng pr i ces ar e goi ng t o come down.
The best est i mat e i s t hat t he pri ces wi l l cont i nue t o i ncrease at a rat e
cl ose t o 10 per cent annual l y, whi ch i s consi der abl y above t he est i mat e
of i ncreases i n t he consumer ' s pr i ce i ndex.

An d we ar e t al ki ng her e of mor t gages whi ch do not i nvol ve Feder al
subsi di es. We ar e t al ki ng about mor t gages at mar ket rat es.

The sect i on 312 rehabi l i t at i on l oan pr ogr am t er mi nat es Sept em-
ber 30, 1977. Ther e i s about $70 mi l l i on i n car r yover f unds avai l abl e.
We r ecommend t he ext ensi on of t hi s pr ogr am and addi t i onal f undi ng,
because we feel t hat t hat i s not adequat e t o meet t he demands f or t hese
subsi di zed rehabi l i t at i on l oans.

Wi t h respect t o sect i on 235, F NMA bel i eves t hat t her e i s a con-
t i nui ng need f or a careful l y admi ni st er ed pr ogr am of ai d f or l ow
i ncome f ami l i es who can benefi t f r om home owner shi p.

Sect i on 235 has caused a gr eat ma ny headaches, but t here ar e ma ny
exampl es of success under t hi s pr ogr am.

I j ust recent l y was i n Mi l waukee and wal ked ar ound a housi ng
proj ect whi ch was about 60 per cent nonassi st ed, and 40 per cent was
f i nanced under sect i on 235. I t was cl ose t o t own, ver y wel l mai nt ai ned.
Fr om t he out si de, one coul d not tell t he di fference bet ween t hat par t
f i nanced under sect i on 235 and t hat f i nanced under sect i on 203( b)
or t hat convent i onal l y f i nanced.

Thi s proj ect i s a case of ver y successful economi c i nt egrat i on. An d
t hi nk t hat can be a resul t of t he sect i on 235 pr ogr am.
I woul d l i ke now t o speak bri efl y on FNMA' s affi rmat i ve ur ban

l endi ng pr ogr am.
Thi s i s a pr ogr am whi ch has been i n t he maki ng si nce al most t he

t i me t hat F NMA became a pr i vat el y managed and pr i vat el y owned
corpor at i on. We under t ook i nvest i gat i on and research. We hel d a
number of conferences, nat i onwi de i n scope, t o det er mi ne ways and
means t o pr ovi de housi ng f or mi ddl e- i ncome peopl e i n t he ci t ies
wi t hout di rect Gover nment suppor t .

Now, I sai d mi ddl e i ncome. Tha t does not mean t hat we are unmi nd-
f ul of t he di re needs of t he poor or t he f act t hat t her e ar e areas wi t hi n
a ci t y t hat have r eached t he poi nt of devast at i on wher e t he onl y met hod
of ret ri eval i s massi ve Gover nment assi st ance at al l l evel s t oget her
wi t h ver y det er mi ned effort s on t he par t of pr i vat e ent erpri se.

We cannot f or get t he necessi t y of maki ng provi si ons f or f i nanci ng
i nner ci t y hous i ng f or mi ddl e- i ncome fami l i es because i f t he ci t ies ar e
t o be br ought back—i f t he det er i orat i on whi ch i s now goi ng on i s t o
be ar rest ed and t her e i s t o be a reversal , we mus t have economi c
i nt egrat i on.
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I per sonal l y feel t hat t hi s pr obl em of t he det er i orat i on of not onl y
housi ng, but nei ghbor hood faci l i t ies and servi ces i n t he ci t ies i n t hi s
count r y—i s, i f not t he mos t ser i ous, one of t he mos t ser i ous domest i c
pr obl ems t hat we face.

Ther e i s evi dence now t hat we can real i ze a measur abl e degr ee of
success i n r ever si ng i nnerci t y det er i orat i on i f we have t he cooper at i on
and t he det er mi ned effort s on t he par t of not onl y t he l endi ng i nst i t u-
t i ons, but al so t he rest of t he housi ng i ndust r y, t he real est at e sect or,
t he home bui l der s t oget her wi t h t he execut i ves i n l ocal gover nment .
Local gover nment i s necessar y i f we ar e t o keep up t o s t andar d or
br i ng up t o s t andar d nei ghbor hood faci l i t i es and servi ces, such as ut i l -
i t ies, st reet s, l i ght i ng, school s, fi re and pol i ce prot ect i on, recr eat i onal
facil i t ies, cul t ural faci l i t ies, and so on. Al so, t her e mus t be t he wi l l i ng-
ness of t he l ocal gover nment t o accommodat e rehabi l i t at i on and ne w
const ruct i on by t he r easonabl e appl i cat i on of zoni ng l aws and bui l di ng
codes. •

I f we don' t have t hi s economi c mi x, I don' t t hi nk t her e i s any chance
of our ever real l y bei ng successful i n br i ngi ng back t he ci t ies or i n
ar r est i ng t he ver y ser i ous t r end t owar d det er i orat i on.

I t goes wi t hout sayi ng t hat t he ci t ies wer e gr eat whe n we had a good
economi c and raci al mi x. The y st ar t ed fal l i ng apar t wi t h t he exodus
of t he mi ddl e cl ass fl ed t o t he subur bs and t he i nf l ux of t he poor .

So, as par t of t he f i ght agai nst t he det er i orat i on and decay of our
cit ies, we need t o do s omet hi ng about pr ovi di ng f i nanci ng f or mi ddl e-
i ncome f ami l i es who want t o l i ve i n t he ol der ur ban areas. Thi s i s one
act i vi t y i n whi ch F NMA i s maki ng a ver y det er mi ned effort .

I sai d we ar e not unmi ndf ul of t he pr obl ems of l ow- and moder at e-
i ncome fami l i es.

Of our por t fol i o now, about a quar t er of i t i s i nvest ed i n sect i on 235
and sect i on 236 mor t gages .

As a mat t er of fact , i n t he begi nni ng of t he pr ogr am we had com-
mi t t ed t o or had pur chased over 90 per cent of t he sect i on 236 mor t -
gages. Tha t i s down a bi t now f r om t hat fi gure. I t was our effort t o
est abl i sh t he secondar y mar ket and pr ove t o s ome of t he l ender s t hat
t he wat er s wer e not qui t e as per i l ous as t hey ant i ci pat ed at t he out set .

So, F NMA has cer t ai nl y cont r i but ed t o t he f i nanci ng of hous i ng f or
l aw- and moder at e- i ncome fami l i es.

We ar e now i n t he process of an exper i ment al pr ogr am i n St . Loui s.
We ar e exper i ment i ng wi t h ne w t echni ques of f i nanci ng, wi t h t he

gr aduat ed payment mor t gage, t he var i abl e rat e mor t gage and wi t h
def er r ed i nt erest . We ar e al so consi der i ng t he possi bi l i t y of us i ng a
second mor t gage. Thi s ' has not been t oo popul ar or t oo successful , but
i t pr obabl y has a par t t o pl ay i n rehabi l i t at i on. Al so, t her e i s t he wr ap-
ar ound mor t gage. Ther e ar e al l ki nds of f i nanci ng possibi l i t ies. We
hope t o l ear n i n our St . Loui s exper i ence a nd t o pass t hat i nf or mat i on
on t o ot her l enders.

We wi l l and we ar e i nvest i ng our o wn mone y i n ur ban areas. But
we feel t hat as a cat al yst we can i nduce ot her l ender s t o get i n. We ar e
not pr i mar y l ender s, we ar e i n t he secondar y mar ket . We don' t ori gi -
nat e mor t gages . We don' t deal di rect l y wi t ' h homeowner s . We deal
wi t h t he mor t gage banker s, t he commer ci al banker s and ot her s who
ma ke t he l oans. Wh a t we do i s t o commi t t o buy t hem whe n t hey ar e
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or i gi nat ed. We wi l l buy t he l oans so as t o pr ovi de l i qui di t y t o t he
mor t gage mar ket .

I n r ecent t i mes we ar e seei ng real l y t he first evi dence t hat t her e i s
a gr owi ng mar ket f or mi ddl e- i ncome housi ng i n t he ol der ar eas of t he
cit ies. I t s hows up i n sal es. I t s hows up i n t he i nqui r i es t hat we get .

I t hi nk t hi s i s due i n par t t o t he f act t hat subr ubs no l onger have t he
gr eat l ur e t hat t hey once had. Ma n y of t he subur bs now requi r e hi gh
t axes, t hey ar e havi ng pr obl ems wi t h pol i ce prot ect i on. The y ar e hav-
i ng t roubl e wi t h school s. The cost of commut i ng has gr own consi der-
abl y. An d t hen t her e ar e di fferent at t i t udes and l i fe-st yl es and t he
cons umer pr ef er ences have changed.

My gener at i on ma y have pr ef er r ed t he subur bs. Ma n y of t he peopl e
i nt erest ed i n goi ng back t o t he ci t y ar e i n t he younger gr oup. The y
mi ght be cal l ed t he chi l dr en of t he exi les.

To use a n absur d exampl e, i f s omebody sai d t hey ar e goi ng t o st art
a pot at o chi p f act ory i n a qui et s ubur ban subdi vi si on a pani c woul d
fol l ow. I n t he ci t y ar ea, such a pr oposal woul d now pass wi t hout a
r i ppl e.

Ther e i s a ne w gener at i on comi ng on t hat l i kes t he hust l e and bust l e
of t he ci t y. The y don' t mi nd s ome of t he pr obl ems i nvol ved. We t hi nk
t hi s shoul d be encour aged and t hat we shoul d hel p devel op a gr eat er
mome nt um f or l i vi ng i n t he ol der nei ghbor hoods.

[ The pr epar ed st at ement of Mr . Hunt er , on behal f of t he Feder al
Nat i onal Mor t gage Associ at i on, al ong wi t h an at t ached appendi x,
fol l ows: ]
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Mr . Ch a i r ma n a n d Me mb e r s o f

i s Oa k l e y Hu n t e r . I a m Ch a i r ma n

o f t h e F e d e r a l Na t i o n a l Mo r t g a g e

t h i s o p p o r t u n i t y t o a p p e a r t o d a y

t h e S u b c o mmi t t e e , my n a me

o f t h e Bo a r d a n d P r e s i d e n t

As s o c i a t i o n . I a p p r e c i a t e

b e f o r e t h e S u b c o mmi t t e e .

F NMA b e l i e v e s t h a t t h i s S u b c o mmi t t e e a n d t h e f u l l Co m-

mi t t e e wi l l b e mo s t a c t i v e t h i s y e a r a n d n e x t i n ma t t e r s

r e l a t i n g t o h o u s i n g a n d mo r t g a g e f i n a n c e . F NMA h a s t h e

c a p a c i t y , wi t h i n t h e c o n s t r a i n t s o f i t s Ch a r t e r a n d t h e

r e a l i t i e s o f t h e ma r k e t p l a c e , t o c o n t i n u e t o p l a y a ma j o r r o l e

i n t h e f u r t h e r a n c e o f n a t i o n a l h o u s i n g o b j e c t i v e s . F NMA

a l s o b e l i e v e s t h a t i t h a s d e mo n s t r a t e d i t s c o mmi t me n t t o t h e

c a u s e o f r e v i t a l i z i n g t h e o l d e r n e i g h b o r h o o d s i n o u r c i t i e s

a n d t h a t h o u s i n g a n d t h e r e l a t e d p r o b l e ms o f t h e c i t i e s a r e

t h e n u mb e r o n e d o me s t i c p r o b l e m f a c i n g t h i s c o u n t r y . F NMA

wo u l d l i k e t o wo r k wi t h t h i s S u b c o mmi t t e e a n d t h e f u l l Co m-

mi t t e e p a r t i c u l a r l y o n ma t t e r s o f mo r t g a g e f i n a n c e , i n c l u d i n g

t h e p r o b l e ms o f u r b a n l e n d i n g . F NMA b e l i e v e s t h a t i t c a n

b e o f h e l p .

I n t h i s s t a t e me n t I o u t l i n e F NMA' s v i e ws o n t h e n e e d

t o e x t e n d v a r i o u s h o u s i n g p r o g r a ms t h r o u g h J u n e 3 0 , 1 9 7 8

a n d I a s k t h i s S u b c o mmi t t e e t o i n i t i a t e l e g i s l a t i o n i n c r e a s -

i n g t h e e x i s t i n g s t a t u t o r y mo r t g a g e l i mi t s f o r b o t h F NMA' s

c o n v e n t i o n a l mo r t g a g e p r o g r a m a n d f o r t h e F HA S e c t i o n 2 0 3 ( b )
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i n s u r e d mo r t g a g e p r o g r a m. Al s o , I c o mme n t o n F NMA' s u r b a n

l e n d i n g p r o g r a m.

F i n a l l y , I s u mma r i z e h o w i n a c c o r d a n c e wi t h t h e l e g i s -

l a t i v e p l a n c o n t a i n e d i n t h e 1 9 6 8 Ho u s i n g a n d Ur b a n De v e l o p -

me n t Ac t F NMA h a s e v o l v e d i n t o t h e p r i v a t e l y o wn e d , f i n a n c e d

a n d ma n a g e d c o r p o r a t i o n t h a t i t i s t o d a y a n d h i g h l i g h t s o me

o f i t s a c t i v i t i e s . Th i s l a s t p o r t i o n o f my s t a t e me n t i s

d e v e l o p e d mu c h mo r e f u l l y i n t h e a t t a c h e d Ap p e n d i x .

EXTENS I ON OF MORTGAGE I NS URANCE P ROGRAMS

Mo s t o f t h e F HA mo r t g a g e i n s u r a n c e p r o g r a ms t e r mi n a t e

o n J u n e 3 0 , 1 9 7 7 . F NMA u r g e s t h a t t h e y b e e x t e n d e d f o r o n e

y e a r t o J u n e 3 0 , 1 9 7 8 . S u c h a n e x t e n s i o n wo u l d g i v e t h i s

S u b c o mmi t t e e a n d t h e Co n g r e s s t i me wi t h i n wh i c h t o c o me t o

a d e c i s i o n o n t h e f u t u r e r o l e o f t h e F HA i n me e t i n g n a t i o n a l

h o u s i n g o b j e c t i v e s .

F NMA b e l i e v e s t h a t t h e r e c o n t i n u e s t o b e a mo s t i mp o r -

t a n t r o l e f o r t h e F HA. As a p i o n e e r i n d e v e l o p i n g t h e l o w

d o wn p a y me n t , l o n g t e r m l e v e l p a y me n t h o me l o a n , t h e F HA

h a s r e v o l u t i o n i z e d h o me o wn e r s h i p i n t h i s c o u n t r y . F NMA

s t r o n g l y b e l i e v e s t h a t t h e F HA c a n c o n t i n u e t o ma k e a s u b -

s t a n t i a l c o n t r i b u t i o n i n h e l p i n g t o p r o v i d e h o u s i n g f o r Ame r i c a n

f a mi l i e s , i n c l u d i n g t h o s e wh o wa n t t o l i v e i n t h e u r b a n a r e a s .

GRADUATED P AYMENT MORTGAGES

Th e F HA i s n o w wo r k i n g o n a g r a d u a t e d p a y me n t mo r t g a g e

( GP M) a n d F NMA h a s a n n o u n c e d i t s wi l l i n g n e s s t o b e g i n p u r c h a s i n g

t h e s e mo r t g a g e s i n t h e s e c o n d a r y ma r k e t .



2293

- 3 -

HUD h a s a s k e d t h i s S u b c o mmi t t e e t o a me n d S e c t i o n 2 4 5

o f t h e Na t i o n a l Ho u s i n g Ac t b y r e mo v i n g t h e l i mi t a t i o n p l a c i n g

t h e u s e o f t h e GP M a u t h o r i t y o n a n e x p e r i me n t a l b a s i s a s we l l

a s t h e l i mi t a t i o n o n t h e o u t s t a n d i n g a g g r e g a t e p r i n c i p a l

a mo u n t o f t h e mo r t g a g e s t h a t ma y b e i n s u r e d u n d e r t h e S e c -

t i o n . HUD i s a l s o s e e k i n g a l i mi t e d p r e e mp t i o n o f t h o s e S t a t e

r e s t r i c t i o n s a p p l i c a b l e t o S e c t i o n 2 4 5 mo r t g a g e s s i n c e t h e r e

a p p e a r s t o b e a l e g a l q u e s t i o n a s t o wh e t h e r S t a t e r e s t r i c -

t i o n s o n i n t e r e s t r a t e s a p p l y t o t h e a d d i t i o n o f d e f e r r e d i n t e r -

e s t t o p r i n c i p a l , o r t h e c h a r g i n g o f i n t e r e s t o n i n t e r e s t .

F NMA s u p p o r t s t h e s e r e q u e s t s b e c a u s e t h e GP M h a s t h e p o t e n -

t i a l o f b r i n g i n g h o me o wn e r s h i p t o s o me f a mi l i e s wh o o t h e r wi s e

ma y n o t b e a b l e t o a f f o r d a h o me .

ALTERNATI VE MORTGAGE I NS TRUMENTS

Mu c h wo r k n e e d s t o b e d o n e b y t h e mo r t g a g e f i n a n c e

i n d u s t r y o n t h e d e v e l o p me n t o f a l t e r n a t i v e mo r t g a g e i n s t r u -

me n t s . Th e f i x e d i n t e r e s t r a t e , l e v e l mo n t h l y p a y me n t , f u l l y

a mo r t i z e d mo r t g a g e h a s ma d e p o s s i b l e t h e f i n a n c i n g o f mo s t

o f t h e h o u s i n g i n o u r n a t i o n . I t wo r k s we l l i n a s t a b l e

e c o n o my , b u t f l o u n d e r s i n t i me s o f c o n t i n u i n g i n f l a t i o n - -

e v e n c o n t i n u i n g i n f l a t i o n a t a mo d e s t r a t e .

Ho w c a n y o u n g p e o p l e wh o a r e j u s t s t a r t i n g o u t wi t h r e l -

a t i v e l y s ma l l i n c o me s a n d l i t t l e s a v i n g s b u y a h o u s e ? Th e y

u s u a l l y a r e f i r s t t i me h o me p u r c h a s e r s . Th e y h a v e n o e q u i t y

f r o m t h e s a l e o f a h o u s e ; t h e y c a n n o t t r a d e u p . Al t e r n a t i v e

mo r t g a g e i n s t r u me n t s ma y h e l p s u c h p o t e n t i a l h o me b u y e r s . We
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n e e d t o ma k e t h e e f f o r t , a n d t h e F HA c a n b e o f h e l p i n t h i s

u n d e r t a k i n g .

BROOKE- CRANS TON ACT

Th e Eme r g e n c y Ho me P u r c h a s e As s i s t a n c e Ac t - - t h e s o -

c a l l e d Br o o k e - Cr a n s t o n Ac t - - e x p i r e s Oc t o b e r 1 , 1 9 7 7 . F NMA

r e c o mme n d s t h a t i t b e e x t e n d e d t o J u n e 3 0 , 1 9 7 8 . Th i s wo u l d

g i v e t h e S u b c o mmi t t e e t i me wi t h i n wh i c h t o d e t e r mi n e h o w

t h i s p r o g r a m f i t s i n t o a n o v e r a l l c o mp r e h e n s i v e n a t i o n a l

h o u s i n g p o l i c y .

I f t h e S u b c o mmi t t e e d e c i d e s t o r e c o mme n d a n e x t e n s i o n

o f t h e l a w, i t s h o u l d a t t h e s a me t i me c o n s i d e r i n c l u d i n g

e i t h e r a l i mi t a t i o n o n t h e p u r c h a s e p r i c e o f t h e h o me t o

b e f i n a n c e d o r a l i mi t a t i o n o n t h e i n c o me o f t h e mo r t g a g o r .

F NMA b e l i e v e s t h a t t h i s p r o g r a m wi t h s u c h a c h a n g e c a n p r o -

v i d e t h e f i r s t t i me h o me b u y e r s - - u s u a l l y t h e y o u n g c o u p l e j u s t

s t a r t i n g o u t - - wi t h a r e a l i s t i c me t h o d o f f i n a n c i n g t h e p u r c h a s e

o f a h o me .

Th e Co n g r e s s i o n a l Re s e a r c h S e r v i c e o f t h e Li b r a r y o f

Co n g r e s s c o mp l e t e d a s t u d y o f t h i s p r o g r a m i n S e p t e mb e r 1 9 7 6

a n d h a s t e s t i f i e d t h a t t h e p r i c e o f h o u s i n g a s s i s t e d u n d e r

t h e p r o g r a m r a n g e d b e t we e n $ 3 5 , 0 0 0 a n d $ 4 5 , 0 0 0 , wi t h t h e

me d i a n b e i n g a b o u t $ 4 1 , 5 0 0 . Th i s , t h e CRS n o t e d , wa s s o me -

wh a t h i g h e r t h a n t h e me d i a n o f $ 3 9 , 3 0 0 f o r n e w h o u s i n g s o l d

i n 1 9 7 5 . Th e CRS a l s o n o t e d t h a t 5 p e r c e n t o f t h e mo r t g a g e s

f i n a n c e d u n d e r t h i s p r o g r a m i n v o l v e d h o u s i n g p r i c e d a t $ 6 0 , 0 0 0
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o r o v e r , a n d t h a t a b o u t 9 p e r c e n t o f t h e p u r c h a s e r s u n d e r

t h i s p r o g r a m h a d i n c o me s o f o v e r $ 3 0 , 0 0 0 .

F NMA CONVENTI ONAL MORTGAGE LI MI TS

Ex c e p t f o r mo r t g a g e s o n r e s i d e n t i a l p r o p e r t i e s i n Al a s k a ,

Gu a m a n d Ha wa i i , F NMA c a n n o t n o w p u r c h a s e a c o n v e n t i o n a l

mo r t g a g e h a v i n g a n u n p a i d b a l a n c e i n e x c e s s o f $ 5 5 , 0 0 0 . Th i s

c e i l i n g wa s s e t i n t h e 1 9 7 4 Ho u s i n g a n d Co mmu n i t y De v e l o p me n t

Ac t .

F r o m S e p t e mb e r 1 9 7 4 t h r o u g h De c e mb e r 1 9 7 6 t h e me d i a n n a t i o n a l

s a l e s p r i c e f o r n e w h o u s i n g r o s e 2 6 . 8 p e r c e n t ; f o r e x i s t i n g

h o u s i n g , 2 0 . 4 p e r c e n t . Th e Co n s u me r P r i c e I n d e x ( CP I ) , h o we v e r ,

r o s e " o n l y " 1 5 . 0 p e r c e n t . On t h i s b a s i s a l o n e , F NMA' s c o n -

v e n t i o n a l mo r t g a g e c e i l i n g o f $ 5 5 , 0 0 0 a t t h e e n d o f c a l e n d a r

1 9 7 6 s h o u l d h a v e b e e n a b o u t $ 6 8 , 0 0 0 .

F u r t h e r , e c o n o mi s t s e x p e c t h o u s i n g p r i c e s o v e r t h e n e x t

t wo y e a r s t o r i s e a t a r a t e o f r o u g h l y 1 0 p e r c e n t a n n u a l l y

a s c o mp a r e d wi t h a 5 p e r c e n t a n n u a l r i s e f o r t h e CP I . Th e

e x p e c t a t i o n o f a mo r e r a p i d r i s e i n h o u s i n g p r i c e s i s b a s e d

n o t o n l y o n p a s t p e r f o r ma n c e b u t o n o t h e r f a c t o r s wh i c h

s u g g e s t a c o n t i n u i n g s t r o n g d e ma n d f o r s i n g l e - f a mi l y h o me s ,

a c o n t i n u i n g r i s e i n c o n s t r u c t i o n c o s t s a n d a c o n t i n u i n g

s t r o n g d e s i r e o n t h e p a r t o f h o me b u y e r s f o r h o u s i n g wi t h

g r e a t e r a me n i t i e s .

Ac c o r d i n g l y , a n y i n c r e a s e i n F NMA' s c o n v e n t i o n a l mo r t g a g e

l i mi t s h o u l d t a k e i n t o a c c o u n t n o t o n l y t h e p r i c e r i s e s

wh i c h h a v e t a k e n p l a c e s i n c e t h e mo r t g a g e c e i l i n g wa s l a s t

8 6 - 0 8 5 0 - 7 7 - pt . 3 • 2 9
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c h a n g e d , b u t s h o u l d a l s o r e f l e c t t h e p r o b a b l e f u t u r e i n c r e a s e s

i n h o u s i n g c o s t s o v e r t h e n e x t f e w y e a r s .

To d a y t h e s i mp l e f a c t i s t h a t i n p o r t i o n s o f t h i s c o u n t r y

- - i n Ca l i f o r n i a a n d i n ma n y p a r t s o f t h e No r t h e a s t - - F NMA,

wi t h i t s c o n v e n t i o n a l mo r t g a g e l i mi t o f $ 5 5 , 0 0 0 , i s i n c r e a s i n g l y

" o u t o f t h e ma r k e t . "

F NMA s t r o n g l y u r g e s t h i s S u b c o mmi t t e e t o r e c o mme n d

l e g i s l a t i o n i n c r e a s i n g t h e e x i s t i n g l i mi t o n i t s c o n v e n t i o n a l

p r o g r a m b y a t l e a s t 2 5 p e r c e n t .

I NCREAS E I N F HA 2 0 3 MORTGAGE LI MI TS

Th e s a me r e a s o n s wh i c h s u p p o r t t h e r e q u e s t e d i n c r e a s e

i n F NMA' s c o n v e n t i o n a l l i mi t s u p p o r t a n i n c r e a s e o f a t l e a s t

2 5 p e r c e n t i n t h e F HA S e c t i o n 2 0 3 ( b ) l i mi t o f $ 4 5 , 0 0 0 . I f

t h e F HA mo r t g a g e c e i l i n g s a r e i n c r e a s e d , c h a n g e s s h o u l d b e

ma d e i n t h e d o wn p a y me n t r e q u i r e me n t s t o f a c i l i t a t e h o me o wn e r s h i p .

I NNER CI TY HOUS I NG

A c o n t i n u i n g a n d s e r i o u s p r o b l e m- - I b e l i e v e o u r g r e a t e s t

d o me s t i c p r o b l e m- - i s p r o v i d i n g d e c e n t h o u s i n g f o r t h e p o o r

a n d r e v e r s i n g t h e d e t e r i o r a t i o n o f h o u s i n g a n d o f n e i g h b o r -

h o o d s e r v i c e s a n d f a c i l i t i e s i n o u r c i t i e s . Th i s i s n o t j u s t

a mo r t g a g e l e n d e r p r o b l e m o r a b u i l d e r p r o b l e m. I t i n v o l v e s

e v e r y o n e wh o h a s a s t a k e i n h o u s i n g a n d i n o u r c i t i e s .

P r o g r e s s wi l l o n l y c o me t h r o u g h t h e c o o p e r a t i o n a n d

e x t r a o r d i n a r y e f f o r t s o f b u i l d e r s , l e n d e r s , c i v i c l e a d e r s ,

g o v e r n me n t a n d t h o s e o c c u p y i n g h o u s i n g i n t h e c i t i e s , b o t h

i n d i v i d u a l l y a n d t h r o u g h n e i g h b o r h o o d o r g a n i z a t i o n s .
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I t i s n o t e n o u g h t o me r e l y b u i l d o r r e h a b i l i t a t e . S t r e e t s ,

s i d e wa l k s a n d u t i l i t i e s mu s t b e i n g o o d r e p a i r . P o l i c e a n d

f i r e p r o t e c t i o n mu s t b e e f f e c t i v e . S c h o o l s a n d r e c r e a t i o n a l

f a c i l i t i e s mu s t b e a t t r a c t i v e a n d we l l r u n . Lo c a l g o v e r n me n t s

mu s t b e wi l l i n g t o mo d i f y z o n i n g a n d b u i l d i n g c o d e s a n d o t h e r

l a ws o r o r d i n a n c e s t h a t d i s c r i mi n a t e a g a i n s t t h e r e h a b i l i t a t i o n

o f e x i s t i n g h o u s i n g . F i n a n c i n g mu s t b e a v a i l a b l e o n r e a s o n a b l e

t e r ms .

S ECTI ON 3 1 2 REHABI LI TATI ON LOANS

Re g a r d i n g f i n a n c i n g , F NMA b e l i e v e s t h a t a mi x t u r e o f

F e d e r a l a i d p r o g r a ms , i n c l u d i n g s u b s i d i e s , wi l l b e n e e d e d i n

t h e s t r u g g l e t o s a v e t h e c i t i e s . F NMA, t h e r e f o r e , r e c o mme n d s

t h a t t h e S e c t i o n 3 1 2 r e h a b i l i t a t i o n l o a n p r o g r a m b e e x t e n d e d

b e y o n d i t s p r e s e n t S e p t e mb e r 3 0 , 1 9 7 7 t e r mi n a t i o n d a t e . Th e

$ 7 0 mi l l i o n i n c a r r y - o v e r f u n d s p r o b a b l y wi l l n o t b e a d e q u a t e

t o me e t t h e d e ma n d s f o r t h e s e s u b s i d i z e d r e h a b i l i t a t i o n l o a n s .

Th e r e f o r e , a n a d d i t i o n a l a p p r o p r i a t i o n s h o u l d b e f o r t h c o mi n g .

S ECTI ON 2 3 5

Al s o , F NMA b e l i e v e s t h a t t h e r e c o n t i n u e s t o b e a n e e d

f o r a c a r e f u l l y a d mi n i s t e r e d p r o g r a m o f a i d f o r t h o s e l o w-

i n c o me f a mi l i e s wh o c a n b e n e f i t f r o m ' u n d e r t a k i n g h o me o wn e r s h i p .

F NMA r e c o mme n d s a d d i t i o n a l c o n t r a c t a u t h o r i t y f o r t h e S e c t i o n

2 3 5 p r o g r a m b e ma d e a v a i l a b l e t h r o u g h J u n e 3 0 , 1 9 7 8 .
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F NMA' S AF F I RMATI VE LENDI NG P ROGRAM

F NMA h a s e mb a r k e d o n a n a f f i r ma t i v e mo r t g a g e l e n d i n g

p r o g r a m t o d e mo n s t r a t e t o mo r t g a g e l e n d e r s t h a t s o u n d l o a n s

c a n b e ma d e t o q u a l i f i e d b o r r o we r s i n u r b a n n e i g h b o r h o o d s s o

l o n g a s t h e r e i s e v i d e n c e o f l o c a l c o mmu n i t y a n d l o c a l g o v e r n me n t

s u p p o r t .

Th i s p r o g r a m i s d i r e c t e d t o wa r d mi d d l e i n c o me h o u s i n g

wi t h o u t Go v e r n me n t s u b s i d y . F NMA i s n o t u n mi n d f u l o f t h e

h o u s i n g n e e d s o f t h e p o o r , o r t h e e x i s t e n c e o f c i t y r e s i d e n t i a l

a r e a s wh e r e d e t e r i o r a t i o n h a s r e a c h e d t h e p o i n t o f d e v a s t a t i o n .

On l y ma s s i v e Go v e r n me n t a c t i o n , i n c o n j u n c t i o n wi t h p r i v a t e

e n t e r p r i s e , c a n r e t r i e v e t h e s e a r e a s .

A p r o g r a m f o r mi d d l e i n c o me c i t y h o u s i n g i s n o t p o s s i b l e

wi t h o u t a ma r k e t . Th e r e i s e v i d e n c e t h a t s u c h a ma r k e t i s

d e v e l o p i n g . Th e ma s s e x o d u s t o t h e s u b u r b s h a s p a s s e d . Th e

s u b u r b s n o l o n g e r h a v e t h e a l l u r e o f e a r l i e r y e a r s . Th e y

h a v e d e v e l o p e d t h e i l l s o f t h e c i t y , e . g . , h i g h t a x e s , s c h o o l

p r o b l e ms , c r i me - - a n d t h e c o s t o f c o mmu t i n g r i s i n g e v e r y h i g h e r .

Co n s u me r p r e f e r e n c e s a n d p e o p l e ' s l i f e - s t y l e s h a v e

c h a n g e d . Ma n y p e o p l e , p a r t i c u l a r l y y o u n g p e o p l e , l i k e t h e

s i g h t s a n d s o u n d s o f c i t y l i v i n g , t h e h u s t l e a n d b u s t l e , t h e

mi x t u r e o f c o mme r c i a l a n d r e s i d e n t i a l s t r u c t u r e s , a n d t h e

r a c i a l a n d i n c o me mi x o f t h e c i t y .

Th i s d o e s n o t p o r t e n d a n y r e v e r s e ma s s e x o d u s f r o m

t h e s u b u r b s t o t h e c i t i e s - - s u b u r b s wi l l c o n t i n u e t o p r o l i f e r a t e ,
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b u t t h e r e i s p r o mi s e t h a t mo r e p e o p l e wi l l mo v e t o o r s t a y

i n t h e c i t i e s . An d t h i s i s g o o d .

Th e o b j e c t i v e o f F NMA' s n e w u n d e r t a k i n g i s t o d e v e l o p

h o me l e n d i n g p o l i c i e s a n d t e c h n i q u e s wh i c h a r e r e s p o n s i v e

t o t o d a y ' s n e e d s a n d wh i c h a t t h e s a me t i me a r e f i n a n c i a l l y

s o u n d . Wh a t wi l l b e l e a r n e d h e r e c a n t h e n b e a p p l i e d b y

F NMA a n d o t h e r p e r ma n e n t l e n d e r s i n o t h e r c i t i e s .

S t . Lo u i s wa s s e l e c t e d a s t h e s i t e f o r t h e n e w F NMA

p r o g r a m f o r s e v e r a l i mp o r t a n t r e a s o n s wh i c h a r e e s s e n t i a l t o

i t s . s u c c e s s . Th e c i t y h a s s o me n e i g h b o r h o o d a r e a s wh i c h ,

t h o u g h s u f f e r i n g p a s t d e t e r i o r a t i o n , h a v e n o t r e a c h e d a

s e v e r e s t a t e o f b l i g h t , a n d t h e s e a r e a s c o n t a i n a h o u s i n g

s t o c k s o me o f wh i c h i s g o o d . Th e r e a r e a c t i v e n e i g h b o r -

h o o d a s s o c i a t i o n s i n t h e s e a r e a s i n wh i c h t h e l o c a l g o v e r n me n t

i s u n d e r t a k i n g a s y s t e ma t i c p r o g r a m o f c o d e e n f o r c e me n t

a n d i n wh i c h p u b l i c f u n d s a r e b e i n g u s e d f o r n e c e s s a r y p u b l i c

i mp r o v e me n t s a n d i n c r e a s e d mu n i c i p a l s e r v i c e s .

Th e F NMA p r o g r a m wi l l r e ma i n f l e x i b l e . I n s o me c a s e s

t h e r e g u l a r h o me mo r t g a g e p u r c h a s i n g p r o g r a ms wi l l b e u s e d .

I n o t h e r s , F NMA ma y a g r e e t o b u y mo r t g a g e s o n d we l l i n g u n i t s

d e s i g n e d f o r t wo - t o - f o u r f a mi l i e s o r i t ma y a g r e e , u n d e r

a p p r o p r i a t e c i r c u ms t a n c e s , t o b u y c o n v e n t i o n a l l y f i n a n c e d s e c -

o n d mo r t g a g e s . Al s o , i t ma y c o mmi t t o b u y c o n v e n t i o n a l l y

f i n a n c e d mo r t g a g e s o n mu l t i f a mi l y u n i t s .

Th e c o r p o r a t i o n a l s o h o p e s t o b e a b l e t o u s e v a r i o u s

t y p e s o f f i n a n c i n g p l a n s , i n c l u d i n g v a r i a b l e r a t e , " d e f e r r e d

i n t e r e s t " , g r a d u a t e d p a y me n t a n d r e v e r s e a n n u i t y mo r t g a g e s .
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F NMA i s c o n s i d e r i n g t h e i s s u a n c e o f c o mmi t me n t s t o b u y

a n d wi l l b u y mo r t g a g e s o n h o me s b e i n g r e h a b i l i t a t e d wi t h

mo r e f a v o r a b l e t e r ms g i v e n wh e n t h e r e h a b i l i t a t e d u n i t b e c o me s

o wn e r - o c c u p i e d .

F NMA h a s r e c e n t l y r e l e a s e d a f i l m f o r n a t i o n wi d e d i s t r i -

b u t i o n s u g g e s t i n g wa y s i n wh i c h p r o b l e ms o f u r b a n l e n d i n g

c a n b e o v e r c o me . Th e f i l m i s b e i n g u s e d i n c o n j u n c t i o n

wi t h a s e r i e s o f me e t i n g s t h e c o mp a n y i s n o w h o l d i n g i n v a r i o u s

c i t i e s a r o u n d t h e c o u n t r y wh i c h i t h o p e s wi l l e n c o u r a g e l o c a l

g o v e r n me n t s , l o c a l l e n d i n g i n s t i t u t i o n s , c o mmu n i t y g r o u p s ,

h o me b u i l d e r s , a n d o t h e r s t o mo b i l i z e t h e i r r e s o u r c e s t o s a v e

t h e b i l l i o n s o f d o l l a r s wo r t h o f d e t e r i o r a t i n g b u t s t i l l s o u n d

h o u s i n g s t o c k i n o l d e r n e i g h b o r h o o d s a r o u n d t h e c o u n t r y .

F NMA ACTI VI TI ES - - 1 9 6 9 TO 1 9 7 6

Th e Ap p e n d i x t o t h i s s t a t e me n t d e t a i l s h o w i n a c c o r d a n c e

wi t h t h e l e g i s l a t i v e p l a n c o n t a i n e d i n t h e 1 9 6 8 Ho u s i n g a n d

Ur b a n De v e l o p me n t Ac t , F NMA h a s e v o l v e d i n t o t h e p r i v a t e l y

o wn e d , f i n a n c e d a n d ma n a g e d c o r p o r a t i o n t h a t i t i s t o d a y .

Al s o , t h e Ap p e n d i x c o mme n t s a t s o me l e n g t h o n wh a t F NMA h a s

me a n t t o t h e mo r t g a g e ma r k e t . Le t me b r i e f l y s u mma r i z e t h e

h i g h l i g h t s s t a r t i n g wi t h t h e c o r p o r a t i o n ' s p u r p o s e a n d i t s g o a l s .

F NMA i s a s t o c k h o l d e r o wn e d c o r p o r a t i o n c h a r t e r e d b y t h e

Un i t e d S t a t e s Co n g r e s s . I t s c o r p o r a t e p u r p o s e i s t o h e l p

f i n a n c e h o u s i n g b y s u p p l e me n t i n g t h e s u p p l y o f mo r t g a g e

f u n d s .
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To a c h i e v e t h i s p u r p o s e , t h e c o r p o r a t i o n h a s t h e f o l l o wi n g

i n s e p a r a b l e g o a l s :

- - T o g e n e r a t e e a r n i n g s s u f f i c i e n t t o a t t r a c t t h e

e q u i t y a n d b o r r o we d c a p i t a l n e c e s s a r y t o f i n a n c e

i t s o p e r a t i o n s , a s r e q u i r e d b y t h e Ch a r t e r .

- - T o p r o mo t e t h e s t a b i l i t y o f f u n d s a v a i l a b l e f o r

mo r t g a g e i n v e s t me n t a n d t o u t i l i z e t h e mo n e y a n d

c a p i t a l ma r k e t s i n s u c h a wa y a s t o c a r r y o n i t s

a c t i v i t i e s a t t h e l o we s t c o s t t o t h e h o me b u y e r

c o n s i s t e n t wi t h b o t h t h e c o r p o r a t i o n ' s e a r n i n g s

r e q u i r e me n t a n d t h e p r u d e n t ma n a g e me n t o f i t s

b u s i n e s s a n d f i n a n c i a l r i s k s .

- - T o p r o v i d e l e a d e r s h i p i n t h e h o u s i n g a n d h o me

f i n a n c e i n d u s t r y t h r o u g h t h e d e v e l o p me n t o f n e w

p r o g r a ms a n d t e c h n i q u e s f o r h o u s i n g f i n a n c e

- - T o ma i n t a i n h i g h s t a n d a r d s o f c o r p o r a t e

c i t i z e n s h i p i n t h e c o n d u c t o f i t s a f f a i r s .

I b e l i e v e t h e c o r p o r a t i o n h a s c o n d u c t e d i t s o p e r a t i o n s

i n a c c o r d a n c e wi t h i t s p u r p o s e a n d i s f u l f i l l i n g i t s g o a l s .

F NMA wa s o r g a n i z e d i n 1 9 3 8 a s a wh o l l y g o v e r n me n t o wn e d

a n d c o n t r o l l e d c o r p o r a t i o n f o r t h e p r i n c i p a l p u r p o s e o f

d e v e l o p i n g a n d s u p p l e me n t i n g a s e c o n d a r y ma r k e t f o r t h e t h e n

n e w F HA i n s u r e d mo r t g a g e s .

P u r s u a n t t o t h e Ho u s i n g Ac t o f 1 9 5 4 , F NMA b e c a me a

mi x e d o wn e r s h i p c o r p o r a t i o n wi t h s t o c k i s s u e d t o t h e U. S .

Tr e a s u r y a n d t o t h o s e l e n d e r s wh o s o l d mo r t g a g e s t o F NMA.
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I n a d d i t i o n t o i t s s e c o n d a r y ma r k e t o p e r a t i o n , F NMA h a d

t wo o t h e r f u n c t i o n s : ( 1 ) " s p e c i a l a s s i s t a n c e , " wh i c h e n t a i l e d

f i n a n c i n g o f s e l e c t e d t y p e s o f h o me mo r t g a g e s a t i n t e r e s t

r a t e s wh i c h u s u a l l y we r e b e l o w ma r k e t a n d r e q u i r e d s u b s i d i e s ;

a n d ( 2 ) " ma n a g e me n t a n d l i q u i d a t i o n , " wh i c h e n t a i l e d s e r v i c i n g

t h e p o r t f o l i o o f c e r t a i n g o v e r n me n t a c q u i r e d mo r t g a g e s .

Th e 1 9 5 4 Ho u s i n g Ac t c o n t a i n e d a p r o v i s i o n d i r e c t i n g

t h e Ex e c u t i v e Br a n c h t o s u b mi t t o t h e Co n g r e s s r e c o mme n d a t i o n s

f o r l e g i s l a t i o n t r a n s f e r r i n g F NMA' s s e c o n d a r y ma r k e t o p e r a t i o n s

t o a p r i v a t e l y o wn e d a n d f i n a n c e d c o r p o r a t i o n .

Th i s i n t e n t e x p r e s s e d i n 1 9 5 4 wa s f u l f i l l e d i n 1 9 6 8

wh e n t h e Ad mi n i s t r a t i o n p r o p o s e d a n d Co n g r e s s a me n d e d t h e

F NMA Ch a r t e r Ac t t o ma k e F NMA t h e F e d e r a l l y c h a r t e r e d a n d

p r i v a t e l y f i n a n c e d a n d ma n a g e d c o r p o r a t i o n i t i s t o d a y , f r e e

o f F e d e r a l b u d g e t a r y c o n s t r a i n t s a n d wi t h a r e s u l t i n g g r e a t e r

f l e x i b i l i t y t o me e t t h e f i n a n c i n g n e e d s o f Ame r i c a n h o me o wn e r s .

Th e t r a n s i t i o n t o p r i v a t e ma n a g e me n t wa s c o mp l e t e d i n

Ma y 1 9 7 0 .

Th e 1 9 6 8 Ho u s i n g Ac t a t t h e s a me t i me c r e a t e d t h e Go v e r n -

me n t Na t i o n a l Mo r t g a g e As s o c i a t i o n ( GNMA) t o c a r r y o n F NMA' s

" s p e c i a l a s s i s t a n c e " a n d " ma n a g e me n t a n d l i q u i d a t i o n " f u n c t i o n s .

GNMA i s a g o v e r n me n t i n s t i t u t i o n wh i c h , p u r s u a n t t o c e r -

t a i n F e d e r a l h o u s i n g p r o g r a ms , p u r c h a s e s mo r t g a g e s a t i n t e r e s t

r a t e s b e l o w ma r k e t a n d s u b s e q u e n t l y s e l l s t h e m i n t h e ma r k e t .

I n r e c e n t y e a r s t h e s e s a l e s h a v e r e s u l t e d i n l o s s e s wh i c h

c o n s t i t u t e a h o u s i n g s u b s i d y a n d a r e p a i d b y t h e U. S . Tr e a s u r y .
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Th a t i s wh y t h e s e p r o g r a ms a r e c a l l e d " s p e c i a l a s s i s t a n c e "

p r o g r a ms . F NMA c a n n o t u n d e r t a k e s u c h p r o g r a ms . F NMA' s Ch a r t e r

p r o v i d e s t h a t i t mu s t o p e r a t e wi t h i n t h e r a n g e o f t h e ma r k e t

p r i c e s a n d mu s t b e s e l f - s u p p o r t i n g .

F NMA wa s t a k e n o u t o f t h e Un i t e d S t a t e s Go v e r n me n t a n d

t o l d t o b u y mo r t g a g e s , a b u s i n e s s wh i c h f e we r a n d f e we r i n -

v e s t o r s a r e wi l l i n g t o e n g a g e i n . Th e c o r p o r a t i o n wa s a l s o

t o l d i t wa s t o c a r r y o n i t s b u s i n e s s wi t h p r i v a t e f u n d s ,

wi t h a l l t h e r i s k s t h a t p r i v a t e i n v e s t o r s n o r ma l l y h a v e a n d ,

b y i mp l i c a t i o n , t h e e x p e c t a t i o n o f a c o mme n s u r a t e r e t u r n f o r

t h e r i s k a s s u me d .

F NMA wa s a l s o t o l d t h a t t h e r e p a y me n t o f t h e f u n d s i t

b o r r o we d t o f i n a n c e t h e p u r c h a s e o f mo r t g a g e s wo u l d n o t b e

g u a r a n t e e d b y t h e Un i t e d S t a t e s Go v e r n me n t . F u r t h e r mo r e , i t

wo u l d h a v e t o p a y F e d e r a l c o r p o r a t e i n c o me t a x e s a t t h e

s a me r a t e a s o t h e r c o r p o r a t i o n s . As a ma t t e r o f f a c t , b e -

c a u s e o f v a r i o u s t a x d e d u c t i o n s a n d c r e d i t s a l l o we d t o o t h e r

mo r t g a g e i n v e s t o r s , F NMA p a y s a n e f f e c t i v e t a x r a t e a t l e a s t

t wi c e t h a t o f o t h e r s u c h i n v e s t o r s .

F NMA h a s 4 9 . 8 mi l l i o n s h a r e s o f s t o c k o u t s t a n d i n g a n d

a b o u t 3 5 , 0 0 0 s t o c k h o l d e r s . We l l o v e r h a l f o f t h e c o r p o r a -

t i o n ' s s h a r e h o l d e r s o wn 5 0 0 s h a r e s o r l e s s . I n a d d i t i o n ,

ma n y s h a r e s a r e o wn e d b y mu t u a l f u n d s wh i c h h o l d F NMA s t o c k

f o r t h e b e n e f i t o f a d d i t i o n a l t h o u s a n d s o f s ma l l i n v e s t o r s .

Ov e r 4 . 5 mi l l i o n s h a r e s a r e h e l d b y mo r e t h a n 1 5 0 p r o f i t

s h a r i n g , p e n s i o n a n d r e t i r e me n t p l a n s c o v e r i n g mi l l i o n s o f

Ame r i c a n wo r k e r s .
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F NMA h a s g o n e t o t h e ma r k e t t wi c e t o b r o a d e n i t s e q u i t y

b a s e i n o r d e r t o f u l f i l l i t s Ch a r t e r ma n d a t e . I t h a s s o l d

$ 5 0 mi l l i o n o f i t s c o mmo n s t o c k a n d $ 2 5 0 mi l l i o n i n d e b e n -

t u r e s c o n v e r t i b l e i n t o s t o c k . Th e s e a c t i o n s we r e t a k e n

wi t h t h e s t r o n g e n c o u r a g e me n t o f t h e S e c r e t a r y o f HUD.

F NMA i s i n e v e r y s e n s e o f t h e p h r a s e a " p u b l i c l y h e l d "

c o mp a n y .

As a s h a r e h o l d e r o wn e d c o r p o r a t i o n i t p u r c h a s e d f r o m

J a n u a r y 1 9 6 9 t h r o u g h De c e mb e r 1 9 7 6 , 1 . 5 mi l l i o n h o me a n d

p r o j e c t mo r t g a g e s t o t a l i n g $ 3 8 . 9 b i l l i o n . Mo r e t h a n t wo

mi l l i o n f a mi l i e s l i v e i n h o u s i n g o n wh i c h F NMA h o l d s t h e

mo r t g a g e s .

Co n t r o l o f F NMA r e s t s wi t h i t s s h a r e h o l d e r s , s u b j e c t t o

c e r t a i n r e g u l a t o r y a u t h o r i t y g r a n t e d i n F NMA' s Ch a r t e r Ac t

t o t h e S e c r e t a r y o f HUD a n d t h e S e c r e t a r y o f t h e Tr e a s u r y .

Th e P r e s i d e n t o f t h e Un i t e d S t a t e s a p p o i n t s f i v e o f t h e

c o r p o r a t i o n ' s 1 5 d i r e c t o r s , s u b j e c t t o a Ch a r t e r Ac t p r o v i s i o n

t h a t t h r e e o f t h e m mu s t b e a p p o i n t e d f r o m t h e h o u s i n g a n d

h o me f i n a n c e i n d u s t r y , i . e . , a mo r t g a g e l e n d e r , a h o me b u i l d e r

a n d a r e a l e s t a t e r e p r e s e n t a t i v e . P r e s i d e n t i a l a p p o i n t me n t s

a r e f o r a t e r m o f o n e y e a r a n d e x p i r e a t t h e t i me o f t h e a n n u a l

me e t i n g o f s h a r e h o l d e r s . Te n d i r e c t o r s a r e e l e c t e d a n n u a l l y

b y t h e s h a r e h o l d e r s a t t h e a n n u a l me e t i n g o f s h a r e h o l d e r s .

S i n c e Ma y 1 9 7 0 , wh e n t h e c o r p o r a t i o n ' s t r a n s i t i o n t o

p r i v a t e s t a t u s wa s c o mp l e t e d , t h e r e l a t i o n s h i p b e t we e n t h e

F e d e r a l Go v e r n me n t a n d t h e F e d e r a l Na t i o n a l Mo r t g a g e As s o c i a -

t i o n h a s wo r k e d s mo o t h l y a n d e f f e c t i v e l y .
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F NMA' s mo r t g a g e p u r c h a s e v o l u me h a s e x p a n d e d a n d c o n -

t r a c t e d i n r e s p o n s e t o t h e d e ma n d s p l a c e d u p o n i t . On b a l a n c e ,

i t h a s e x p e r i e n c e d s u b s t a n t i a l g r o wt h . As o f J a n u a r y 1 ,

1 9 6 9 i t s mo r t g a g e p o r t f o l i o t o t a l e d $ 7 . 2 b i l l i o n a s c o n t r a s t e d

t o t h e p r e s e n t $ 3 2 . 9 b i l l i o n . S e r i o u s c r e d i t c r u n c h e s h a v e

c h a r a c t e r i z e d f i v e o f t h e e i g h t y e a r s s i n c e 1 9 6 9 .

S i n c e t h e t r a n s i t i o n wa s c o mp l e t e d , t h e c o r p o r a t i o n ' s

mo r t g a g e p u r c h a s e s h a v e r a n g e d f r o m a l o w o f $ 3 . 6 b i l l i o n

i n 1 9 7 6 t o a h i g h o f $ 7 . 0 b i l l i o n i n 1 9 7 4 . Co mmi t me n t s

i s s u e d i n t h e y e a r s 1 9 6 9 t h r o u g h 1 9 7 6 t o t a l e d mo r e t h a n

$ 4 6 b i l l i o n , e x c l u s i v e o f t h o s e i s s u e d o n b e h a l f o f GNMA.

F NMA' s b i g g e s t y e a r f o r c o mmi t me n t s wa s 1 9 7 0 wh e n i t i s s u e d

$ 7 . 6 b i l l i o n . A F NMA c o mmi t me n t t o p u r c h a s e a mo r t g a g e h a s

a n i mp o r t a n c e a n d a n e f f e c t o v e r a n d a b o v e t h e a c t u a l p u r -

c h a s e o f a mo r t g a g e . De l i v e r y o f a mo r t g a g e p u r s u a n t t o

a F NMA c o mmi t me n t i s n o t ma n d a t o r y . I f i n t e r e s t r a t e s d r o p

b e t we e n t h e d a t e o f i s s u a n c e a n d t h e d a t e o f e x p i r a t i o n

o f a c o mmi t me n t , t h e o r i g i n a t i n g l e n d e r wh o h o l d s t h e c o mmi t -

me n t i s f r e e , i f t h e o p p o r t u n i t y i s a v a i l a b l e , t o s e l l t h e

mo r t g a g e t o a b u y e r o t h e r t h a n F NMA a t a l o we r r a t e o f i n t e r e s t

a n d a b e t t e r p r i c e . S u c h e v e n t u a l i t y c a n e n u r e t o t h e b e n e -

f i t o f t h e h o me b u y e r . Th u s , F NMA p r o v i d e s a n u mb r e l l a u n d e r

wh i c h t h e p l a n n i n g , c o n s t r u c t i o n a n d ma r k e t i n g o f h o u s i n g

i s e n a b l e d t o p r o c e e d b e c a u s e o f t h e a s s u r a n c e t h a t f i n a n c i n g

o n k n o wn a n d f i x e d t e r ms wi l l b e a v a i l a b l e .
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Wi t h o u t t h e f l e x i b i l i t y o f F NMA' s p r i v a t e s t a t u s a n d

f r e e d o m f r o m F e d e r a l b u d g e t a r y c o n s t r a i n t s , t h i s s u p p o r t

o f t h e mo r t g a g e ma r k e t wo u l d n o t h a v e b e e n p o s s i b l e

Al t h o u g h t h e r e wi l l b e s o me y e a r t o y e a r v a r i a t i o n ,

F NMA s h o u l d b e e x p e c t e d t o s h o w a n i n c r e a s e i n i t s mo r t -

g a g e p o r t f o l i o wh i c h g e n e r a l l y p a r a l l e l s t h e mo r t g a g e

ma r k e t .

F NMA d o e s n o t h a v e a f i x e d , p r e - s e t , i n f l e x i b l e a s s e t

g r o wt h t a r g e t . I n t h e p r o c e s s o f c h a r t i n g o u r f i n a n c i a l

c o u r s e f o r t h e n e x t f i v e y e a r s , t h e c o r p o r a t i o n h a s u s e d 1 0

p e r c e n t a s a l i k e l y f i g u r e f o r t h e a v e r a g e a n n u a l g r o wt h

o f t h e mo r t g a g e ma r k e t a n d a y a r d s t i c k b y wh i c h t o me a s u r e

t h e ma r k e t ' s n e e d f o r F NMA. On t h e wh o l e , F NMA' s o p e r a t i o n s

a r e d e t e r mi n e d b y ma r k e t c o n d i t i o n s , b u t i t s e e k s t o c o n t r o l

i t s d e s t i n y t o t h e e x t e n t n e c e s s a r y t o ma i n t a i n t h e c a p a c i t y

t o me e t b o t h t h e d a y - t o - d a y a n d t h e e x t r a o r d i n a r y n e e d s o f t h e

mo r t g a g e ma r k e t . Th i s r e q u i r e s c a r e f u l p l a n n i n g a n d t h e

d e v e l o p me n t o f n e w p r o g r a ms t o me e t c h a n g i n g c o n d i t i o n s i n

t h e a r e a o f h o u s i n g a n d h o me f i n a n c e .

Du r i n g t h e y e a r s 1 9 6 9 t h r o u g h 1 9 7 6 F NMA' s n e t p r e - t a x

i n c o me wa s $ 1 . 2 6 5 b i l l i o n . Ap p r o x i ma t e l y $ 6 0 9 mi l l i o n o f t h a t

a mo u n t we n t t o t h e Un i t e d S t a t e s Go v e r n me n t i n t h e f o r m o f

F e d e r a l c o r p o r a t e i n c o me t a x e s . $ 4 8 2 mi l l i o n wa s r e i n v e s t e d

i n t h e b u s i n e s s i n t h e f o r m o f mo r t g a g e p u r c h a s e s .

Th e r e ma i n i n g $ 1 7 4 mi l l i o n wa s p a i d o u t i n d i v i d e n d s .

Th e s i g n i f i c a n c e o f t h i s r a t h e r mo d e s t d i v i d e n d p a y o u t i n

r e l a t i o n t o F NMA mo r t g a g e y i e l d s i s i mp o r t a n t : I f e v e r y
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d o l l a r p a i d o u t i n d i v i d e n d s h a d i n s t e a d b e e n p a s s e d o n t o

t h e h o me b u y e r i n t h e f o r m o f l o we r mo r t g a g e r a t e s , t h e

a v e r a g e r e d u c t i o n wo u l d h a v e b e e n 6 / 1 0 0 t h s o f 1 p e r c e n t . L e t

me i l l u s t r a t e : As s u me t h e r a t e o n a mo r t g a g e i s 8 . 7 5 p e r c e n t .

I f we h a d p a i d n o d i v i d e n d s , i t wo u l d h a v e b e e n p o s s i b l e t o

r e d u c e t h a t f i g u r e t o 8 . 6 9 p e r c e n t .

Th e i n v e s t o r i n F NMA s t o c k h a s h a d n o a p p r e c i a t i o n

i n t h e v a l u e o f t h e s t o c k - - t h e s t o c k p r i c e t o d a y o n a n e q u i -

v a l e n t b a s i s i s a p p r o x i ma t e l y t h e s a me a s i t wa s s i x y e a r s

a g o .

At t h e c u r r e n t a n n u a l d i v i d e n d r a t e o f $ 1 . 0 0 p e r s h a r e

p e r y e a r , F NMA p a y s a b o u t 6 . 2 5 p e r c e n t b a s e d o n t h e c u r r e n t

ma r k e t p r i c e o f a b o u t $ 1 6 p e r s h a r e .

P r o f i t i s i mp o r t a n t n o t o n l y b e c a u s e i t i s t h e s o u r c e

o f o u r d i v i d e n d p a y me n t s , b u t a l s o b e c a u s e i t i s a ma j o r

s o u r c e o f t h e g r o wt h o f o u r e q u i t y b a s e . F NMA' s a b i l i t y t o

r e s p o n d t o mo r t g a g e ma r k e t n e e d s i s t i e d d i r e c t l y t o i t s

e q u i t y b a s e . F NMA c a n n o t b o r r o w b e y o n d t h e d e b t - e q u i t y

r a t i o s e t b y t h e S e c r e t a r y o f HUD. Th e a d d i t i o n o f $ 4 8 2

mi l l i o n t o o u r e q u i t y b a s e b e c a u s e o f p r o f i t n o t p a i d o u t

i n d i v i d e n d s h a s ma d e i t p o s s i b l e f o r u s t o p u r c h a s e a b o u t

$ 1 5 b i l l i o n o f mo r t g a g e s .

F NMA' s Ch a r t e r Ac t wa s a me n d e d i n 1 9 6 8 t o p e r mi t t h e

s a l e o f s t o c k t o t h e p u b l i c b e c a u s e i t wa s r e c o g n i z e d b y

b o t h t h e Co n g r e s s a n d t h e Ad mi n i s t r a t i o n t h a t F NMA' s

e q u i t y n e e d s wo u l d r e q u i r e s u p p o r t b y t h e i n v e s t i n g p u b l i c .
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P a y me n t o f a d e q u a t e d i v i d e n d s i s a p r e r e q u i s i t e t o F NMA' s

a b i l i t y t o r a i s e c a p i t a l f r o m t h e p u b l i c . I n t h i s wa y , t h e

b u r d e n o f s u p p o r t i n g F NMA' s e q u i t y r e q u i r e me n t s i s p a s s e d

o n t o t h o u s a n d s o f p u b l i c i n v e s t o r s r a t h e r t h a n c o n c e n t r a t e d

o n a r e l a t i v e l y s ma l l n u mb e r o f mo r t g a g e l e n d e r s , wh o a s

a p a r t o f t h e c o s t o f d o i n g b u s i n e s s p a s s t h e c o s t o n t o

t h e h o me o wn e r s . Th e c o s t t o t h e h o me o wn e r o f t h e p r e s e n t

f o r m o f c a p i t a l i z a t i o n i s s i g n i f i c a n t l y l e s s t h a n a n y a l t e r n a t i v e

f o r m.

Th e c o n t e n t i o n h a s b e e n ma d e t h a t b e c a u s e F NMA h a s

" a g e n c y s t a t u s , " i n c l u d i n g a $ 2 . 2 5 b i l l i o n Tr e a s u r y b a c k s t o p ,

i t s h o u l d b e a b l e t o o p e r a t e wi t h a l o we r l e v e l o f p r o f i t a b i l i t y

t h a n o t h e r c o mp a n i e s .

Ag e n c y s t a t u s ( a n d t h e Tr e a s u r y b a c k s t o p ) c e r t a i n l y

e n h a n c e F NMA' s c r e d i t s t a n d i n g a n d e n a b l e i t t o b o r r o w a t a

l e s s e r c o s t t h a n o t h e r wi s e . I t i s t r u e t h a t t h e e q u i t y ma r k e t

t a k e s t h i s i n t o a c c o u n t t o s o me e x t e n t a s i t g r a d e s t h e r i s k

a n d p r i c e o f F NMA' s s t o c k .

Ho we v e r , e v e n wi t h a g e n c y s t a t u s a n d t h e Tr e a s u r y

b a c k s t o p , t h e e q u i t y ma r k e t d o e s n o t p u t a h i g h mu l t i p l i e r

o n F NMA e a r n i n g s . L a s t y e a r F NMA e a r n e d $ 2 . 6 2 p e r s h a r e ,

b u t r e c e n t ma r k e t p r i c e s f o r F NMA s t o c k h a v e b e e n a b o u t

$ 1 6 , wh i c h i s b e l o w b o o k v a l u e . Th i s p r o d u c e s a p r i c e

mu l t i p l e a b o u t 6 t i me s e a r n i n g s . Ye t , o t h e r f i n a n c i a l

i n s t i t u t i o n s s h o w h i g h e r mu l t i p l e s .

An a l y s t s wh o d i s c u s s F NMA s t o c k a t t r i b u t e t h e l o w

mu l t i p l e t o t h e f a c t t h a t a g e n c y s t a t u s h a s i mp l i c a t i o n s

f o r t h e s t o c k h o l d e r s d i f f e r e n t t h a n t h o s e f o r i n v e s t o r s
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i n d e b t . I t i mp l i e s t o t h e m t h a t F NMA c o u l d b e s u b j e c t

t o v a r i o u s g o v e r n me n t c o n t r o l s wh i c h mi g h t l i mi t i t s

g r o wt h o r i t s p r o f i t a b i l i t y . Th o u g h F NMA d o e s n o t b e l i e v e

t h a t t h i s wi l l h a p p e n , t h e ma r k e t ma k e s i t s o wn j u d g me n t s

a n d F NMA h a s h a n d i c a p s a s we l l a s a d v a n t a g e s b e c a u s e o f i t s

s p e c i a l s t a t u s . Ag e n c y s t a t u s wi l l n o t o f f s e t i n a d e q u a t e

p r o f i t a b i l i t y .

F NMA i s t h e l a r g e s t s i n g l e p r o v i d e r o f f u n d s f o r r e s i d e n -

t i a l mo r t g a g e f i n a n c i n g f o r l o w a n d mo d e r a t e i n c o me f a mi l i e s .

As o f De c e mb e r 3 1 , 2 3 p e r c e n t o f o u r p o r t f o l i o c o n s i s t e d

o f mo r t g a g e s o n s u b s i d i z e d h o u s i n g .

Mo s t o f o u r mo r t g a g e s a r e i n t h e $ 2 5 , 0 0 0 t o $ 3 5 , 0 0 0

b r a c k e t - - c l e a r l y i n t h e r a n g e o f mi d d l e i n c o me f a mi l i e s .

F NMA' s b u s i n e s s i s d i r e c t e d p r i ma r i l y t o e x i s t i n g , o l d e r

h o me s . Mo r e t h a n o n e o u t o f e v e r y f i v e mo r t g a g e s we p u r c h a s e d

i n 1 9 7 5 wa s o n a h o u s e t h a t wa s b u i l t p r i o r t o 1 9 5 0 .

F NMA h a s c o n t r i b u t e d t o e f f o r t s t o s o l v e o u r n a t i o n ' s

h o u s i n g p r o b l e ms i n a n u mb e r o f o t h e r , l e s s d i r e c t wa y s .

F NMA' s p a r t i c i p a t i o n wi t h t h e F e d e r a l Ho me Lo a n Mo r t -

g a g e Co r p o r a t i o n i n t h e d e v e l o p me n t o f s t a n d a r d mo r t g a g e d o c u -

me n t s h a s ma d e t h e c o n v e n t i o n a l mo r t g a g e a mo r e ma r k e t a b l e

i n v e s t me n t . I n t h e o p i n i o n o f ma n y c o n v e n t i o n a l mo r t g a g e

l e n d e r s , t h e s u c c e s s o f t h e Br o o k e - Cr a n s t o n p r o g r a m f o r

t h e p u r c h a s e b y GNMA o f c o n v e n t i o n a l mo r t g a g e s wo u l d n o t

h a v e b e e n p o s s i b l e wi t h o u t t h e wi d e s p r e a d a c c e p t a n c e o f t h e s e

u n i f o r m d o c u me n t s .
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F NMA h a s p r o v i d e d b o t h ma n p o we r a n d f i n a n c i a l s u p p o r t

f o r e d u c a t i o n a n d r e s e a r c h i n t o u r b a n p r o b l e ms . Th e i n s t i t u t i o n s

a i d e d i n c l u d e t h e MI T/ Ha r v a r d J o i n t Ce n t e r f o r Ur b a n S t u d i e s .

F NMA i s a l s o s u p p o r t i n g t h e Co mmi s s i o n e r s o n Un i f o r m S t a t e

La ws i n t h e i r wo r k o n t h e d e v e l o p me n t o f a Un i f o r m La n d

Tr a n s a c t i o n s Ac t .

Th i s c o n c l u d e s my s t a t e me n t , a n d I wi l l b e p l e a s e d t o

r e s p o n d t o q u e s t i o n s . Th a n k y o u f o r p e r mi t t i n g me t o a p p e a r .
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Mr . Ch a i r ma n a n d Me mb e r s o f t h e S u b c o mmi t t e e , I a n

p l e a s e d t o h a v e t h i s o p p o r t u n i t y t o r e p o r t t o y o u o n t h e

ma n n e r i n wh i c h F NMA i s me e t i n g i t s s t a t u t o r y r e s p o n s i -

b i l i t y u n d e r i t s Ch a r t e r Ac t , s i n c e i t b e c a me a p r i v a t e l y

f i n a n c e d a n d ma n a g e d c o r p o r a t i o n i n 1 9 6 8 .

F NMA' S S TATUTORY MANDATE

F NMA' s s t a t u t o r y ma n d a t e i s s e t o u t i n s e c t i o n 3 0 1

- o f t h e F NMA Ch a r t e r Ac t ( 1 2 U. S . C. 1 7 1 6 , e t s e q . ) . Th a t

s e c t i o n p r o v i d e s :

" Th e Co n g r e s s h e r e b y d e c l a r e s t h a t t h e p u r p o s e s
o f t h i s t i t l e a r e t o e s t a b l i s h s e c o n d a r y ma r k e t
f a c i l i t i e s f o r h o me mo r t g a g e s , t o p r o v i d e t h a t
t h e o p e r a t i o n s t h e r e o f s h a l l b e f i n a n c e d b y
p r i v a t e c a p i t a l t o t h e ma x i mu m e x t e n t f e a s i b l e ,
a n d t o a u t h o r i z e s u c h f a c i l i t i e s t o . . . p r o v i d e
s u p p l e me n t a r y a s s i s t a n c e t o t h e s e c o n d a r y ma r -
k e t f o r h o me mo r t g a g e s b y p r o v i d i n g a d e g r e e o f
l i q u i d i t y f o r mo r t g a g e i n v e s t me n t s , t h e r e b y i m-
p r o v i n g t h e d i s t r i b u t i o n o f i n v e s t me n t c a p i t a l
a v a i l a b l e f o r h o me mo r t g a g e f i n a n c i n g . . . "

F NMA TODAY

F NMA t o d a y i s a s t o c k h o l d e r - o wn e d c o r p o r a t i o n c h a r -

t e r e d b y Co n g r e s s . S u b j e c t t o c e r t a i n F e d e r a l r e g u l a t i o n

a n d i n a c c o r d wi t h t h e p r o v i s i o n s o f t h e Ch a r t e r Ac t ,

F NMA o p e r a t e s i n t h e s e c o n d a r y mo r t g a g e ma r k e t b u y i n g ,

a n d f r o m t i me t o t i me s e l l i n g , r e s i d e n t i a l mo r t g a g e s .
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Us i n g i t s o wn f u n d s o b t a i n e d i n t h e p r i v a t e c a p i t a l

a n d mo n e y ma r k e t s , F NMA h a s f r o m J a n u a r y 1 9 6 9 t h r o u g h

De c e mb e r 3 1 , 1 9 7 6 , p u r c h a s e d o v e r 1 . 5 mi l l i o n h o me a n d

p r o j e c t mo r t g a g e s a n d l o a n s , h a v i n g a n u n p a i d p r i n c i p a l

b a l a n c e o f mo r e t h a n $ 3 8 . 9 b i l l i o n . F NMA' s p r e s e n t mo r t -

g a g e h o l d i n g s r e p r e s e n t h o u s i n g f o r mo r e t h a n 2 . 0 mi l l i o n

Ame r i c a n f a mi l i e s .

HOW F NMA HAS P ERF ORMED

Wi t h o u t t h e p r i v a t e l y f i n a n c e d a n d ma n a g e d F NMA t h a t

t h e Co n g r e s s p r o v i d e d f o r i n 1 9 6 8 , t h e p r o b l e ms f a c e d b y

t h e h o u s i n g a n d h o me f i n a n c e i n d u s t r y d u r i n g r e c e n t y e a r s

wo u l d h a v e b e e n mu c h wo r s e . I n 1 9 6 8 , F NMA' s n e t n e w

mo r t g a g e p u r c h a s e s t o t a l e d $ 1 . 6 b i l l i o n . I n 1 9 6 9 , p u r -

c h a s e s we r e mo r e t h a n d o u b l e d t o $ 3 . 9 b i l l i o n . Th i s i n -

c r e a s e i n F NMA a c t i v i t y a l o n e p e r mi t t e d t o t a l n e t r e s i d e n -

t i a l mo r t g a g e i n v e s t me n t t o i n c r e a s e t o $ 2 0 . 4 b i l l i o n

f r o m $ 1 8 . 5 b i l l i o n t h e p r e v i o u s y e a r .

I n 1 9 7 0 , wh e n t h e mo r t g a g e ma r k e t wa s s t i l l u n d e r

p r e s s u r e o f c r e d i t s h o r t a g e s , F NMA' s n e t n e w i n v e s t me n t

i n mo r t g a g e s wa s $ 5 . 0 b i l l i o n , a l mo s t 2 5 p e r c e n t o f t h e

t o t a l b y a l l t y p e s o f i n v e s t o r s t h r o u g h o u t t h e c o u n t r y .

S t r i n g e n c y i n t h e r e s i d e n t i a l mo r t g a g e ma r k e t r e a p -

p e a r e d a g a i n i n t h e s e c o n d h a l f o f 1 9 7 3 . Th a t y e a r , F NMA' s

n e t n e w i n v e s t me n t t o t a l e d $ 4 . 1 b i l l i o n , o f f s e t t i n g mu c h
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o f a $ 6 b i l l i o n d e c l i n e i n n e t n e w i n v e s t me n t b y s a v i n g s

a n d l o a n a s s o c i a t i o n s .

I n 1 9 7 4 , n e t n e w i n v e s t me n t b y s a v i n g s a n d l o a n s ,

s a v i n g s b a n k s a n d c o mme r c i a l b a n k s f e l l a b o u t $ 1 6 b i l l i o n .

F NMA' s n e t n e w i n v e s t me n t , o n t h e o t h e r h a n d , i n c r e a s e d

mo r e t h a n 2 5 p e r c e n t t o $ 5 . 2 b i l l i o n .

Th u s , i t i s e v i d e n t f r o m t h e r e c o r d t h a t t h e s i t u a t i o n

i n t h e r e s i d e n t i a l mo r t g a g e ma r k e t wi t h o u t a p r i v a t e l y

f i n a n c e d a n d ma n a g e d F NMA wo u l d h a v e b e e n f a r mo r e s e v e r e

t h a n wa s a c t u a l l y e x p e r i e n c e d i n s e v e r a l c r i t i c a l y e a r s .

Th i s Co mmi t t e e , i n r e p o r t i n g f a v o r a b l y t h e l e g i s l a t i o n

( H. R. 1 7 9 8 9 , 9 0 t h Co n g . , 2 n d S e s s . ) t h a t wa s l a t e r t o t a k e

F NMA o u t o f t h e g o v e r n me n t a n d g i v e i t t h e p r i v a t e s t a t u s

t h a t i t n o w h a s , s t a t e d " t h a t t h e p r i v a t e l y o wn e d c o r p o r -

a t i o n , wi t h i t s i mp r o v e d f i n a n c i n g me t h o d s , wi l l a d d a

s i g n i f i c a n t i mp e t u s t o t h e f l o w o f f u n d s i n t h e s e c o n d a r y

ma r k e t a n d t h e a v a i l a b i l i t y o f c r e d i t i n t h e h o me mo r t g a g e

ma r k e t . " ( H. Re p t . No . 1 5 8 5 , 9 0 t h Co n g . , 2 n d S e s s . , p . 6 8

( 1 9 6 8 ) . )

F NMA h a s me t t h i s e x p e c t a t i o n o f t h e Co mmi t t e e .

A BRI EF HI S TORY

Ch a r t e r e d i n 1 9 3 8 a s a n a t i o n a l mo r t g a g e a s s o c i a t i o n ,

F NMA wa s c r e a t e d t o p r o v i d e a n a t i o n a l s o u r c e o f l i q u i d i t y

f o r mo r t g a g e i n v e s t me n t . I t s p r i n c i p a l t a s k wa s t o d e v e l o p
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a n d s u p p l e me n t a s e c o n d a r y mo r t g a g e ma r k e t f o r F HA- i n s u r e d

mo r t g a g e s .

F NMA wa s a s u b s i d i a r y o f t h e Re c o n s t r u c t i o n F i n a n c e

Co r p o r a t i o n u n t i l S e p t e mb e r 1 9 5 0 , wh e n i t wa s t r a n s f e r r e d

t o t h e Ho u s i n g a n d Ho me F i n a n c e Ag e n c y , wh i c h s u b s e q u e n t l y

b e c a me t h e De p a r t me n t o f Ho u s i n g a n d Ur b a n De v e l o p me n t .

As a r e s u l t o f t h e Ho u s i n g Ac t o f 1 9 5 4 , F NMA b e c a me

a mi x e d - o wn e r s h i p g o v e r n me n t c o r p o r a t i o n . F NMA' s n o n -

v o t i n g p r e f e r r e d s t o c k wa s i s s u e d t o t h e U. S . Tr e a s u r y ;

i t s n o n - v o t i n g c o mmo n s t o c k wa s i s s u e d t o t h o s e l e n d e r s

wh o s o l d mo r t g a g e s t o F NMA. As s t a t e d i n t h e c o n f e r e n c e

r e p o r t o n t h e l e g i s l a t i o n , o n e o f F NMA' s t h r e e f u n c t i o n s

wa s " t o p r o v i d e a s s i s t a n c e t o t h e s e c o n d a r y ma r k e t f o r

F HA- i n s u r e d a n d VA- g u a r a n t e e d h o me mo r t g a g e s i n o r d e r

t o f u r n i s h a d d i t i o n a l l i q u i d i t y f o r mo r t g a g e i n v e s t me n t s

a n d t h e r e b y i mp r o v e t h e d i s t r i b u t i o n o f mo r t g a g e i n v e s t -

me n t f u n d s . " ( H. Re p t . No . 2 2 7 1 , 8 3 r d Co n g . , 2 n d S e s s . ,

p . 8 1 ( 1 9 5 4 ) . ) Th i s , o f c o u r s e , wa s t h e s e c o n d a r y ma r k e t

o p e r a t i o n , wh i c h wa s s u b j e c t t o t h e c o n s t r a i n t s o f t h e

F e d e r a l b u d g e t .

Th e o t h e r t wo f u n c t i o n s we r e ( 1 ) " s p e c i a l a s s i s t a n c e , "

wh i c h e n t a i l e d t h e f i n a n c i n g o f s e l e c t e d t y p e s o f h o me

mo r t g a g e s u n t i l t h e mo r t g a g e s i n v o l v e d b e c a me a c c e p t a b l e

t o p r i v a t e i n v e s t o r s , a n d ( 2 ) " ma n a g e me n t a n d l i q u i d a t i o n , "

wh i c h e n t a i l e d s e r v i c i n g t h e p o r t f o l i o o f mo r t g a g e s F NMA

a c q u i r e d i n t h e p e r i o d f r o m 1 9 3 8 t o 1 9 5 4 .
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S e c t i o n 3 0 3 ( g ) o f t h e Ch a r t e r Ac t , a s e n a c t e d b y t h e

1 9 5 4 Ac t , p r o v i d e d t h a t t h e Ho u s i n g a n d Ho me F i n a n c e Ad -

mi n i s t r a t o r wa s t o t r a n s mi t t o t h e P r e s i d e n t f o r s u b mi s -

s i o n t o t h e Co n g r e s s r e c o mme n d a t i o n s f o r l e g i s l a t i o n

" t o t r a n s f e r t o t h e o wn e r s o f t h e o u t s t a n d i n g c o mmo n

s t o c k o f t h e ( F e d e r a l Na t i o n a l Mo r t g a g e ) As s o c i a t i o n t h e

a s s e t s a n d l i a b i l i t i e s o f t h e As s o c i a t i o n i n c o n n e c t i o n

wi t h , a n d t h e c o n t r o l a n d ma n a g e me n t o f , t h e s e c o n d a r y

ma r k e t o p e r a t i o n s o f t h e As s o c i a t i o n . . . i n o r d e r t h a t

s u c h o p e r a t i o n s ma y t h e r e a f t e r b e c a r r i e d o u t b y a p r i v a t e l y

o wn e d a n d p r i v a t e l y f i n a n c e d c o r p o r a t i o n . "

F u l f i l l i n g t h i s i n t e n t e x p r e s s e d i n 1 9 5 4 , t h e Co n -

g r e s s , i n t h e Ho u s i n g a n d Ur b a n De v e l o p me n t Ac t o f 1 9 6 8 ,

a g a i n a me n d e d t h e Ch a r t e r Ac t t o r e c o n s t i t u t e F NMA, a f t e r

a t r a n s i t i o n a l p e r i o d wh i c h e n d e d i n Ma y 1 9 7 0 , a s t h e

F e d e r a l l y c h a r t e r e d , p r i v a t e l y f i n a n c e d a n d ma n a g e d

c o r p o r a t i o n t h a t i t i s t o d a y .

MARKETP LACE CONS TRAI NTS

F NMA e x i s t s i n a n e n v i r o n me n t wh i c h i t d i d n o t c r e a t e

a n d c a n n o t c o n t r o l . Th e f u n d a me n t a l f a c t o r s a f f e c t i n g

F NMA' s o p e r a t i o n a r e d e t e r mi n e d b y t h e d e ma n d s o f t h e

ma r k e t p l a c e . Th e ma r k e t d e t e r mi n e s wh a t i n t e r e s t r a t e

F NMA mu s t p a y o n i t s d e b t . Th e ma r k e t d e t e r mi n e s h o w

p r o f i t a b l e F NMA mu s t b e i n o r d e r t o a t t r a c t c a p i t a l .

Th e ma r k e t d e t e r mi n e s wh a t t h e y i e l d wi l l b e o n t h e mo r t g a g e s
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F NMA p u r c h a s e s , a n d t h e ma r k e t d e t e r mi n e s wh a t v o l u me o f

mo r t g a g e s i t i s wi l l i n g t o s e l l t o F NMA a t t h e y i e l d s n e e d e d

t o me e t t h e r e q u i r e me n t s o f i n v e s t o r s i n F NMA s t o c k a n d

i n i t s d e b t o b l i g a t i o n s .

F UNDAMENTAL CHARTER ACT CHANGES

Th e Ho u s i n g a n d Ur b a n De v e l o p me n t Ac t o f 1 9 6 8 ( t h e

" 1 9 6 8 Ac t " ) ma d e a n u mb e r o f f u n d a me n t a l c h a n g e s i n F NMA' s

f i n a n c i n g c a p a b i l i t y s o t h a t i t c o u l d b e t t e r a c h i e v e i t s

s t a t u t o r y o b j e c t i v e s t a t e d i n S e c t i o n 3 0 1 o f t h e Ch a r t e r

Ac t . Wi t h o u t t h e g r e a t e r f l e x i b i l i t y t h e r e b y g i v e n t o

o p e r a t e a s a p r i v a t e l y o wn e d , ma n a g e d a n d c a p i t a l i z e d

c o r p o r a t i o n , F NMA c o u l d n e v e r h a v e b e e n a b l e t o r e s p o n d

a s q u i c k l y a n d a s a g g r e s s i v e l y a s i t h a s d o n e d u r i n g t h e

p e r i o d s o f c r e d i t s t r i n g e n c y wh i c h h a v e a l r e a d y b e e n

r e f e r r e d t o .

Du r i n g t h e p e r i o d b e t we e n e n a c t me n t o f t h e Ho u s i n g

Ac t s o f 1 9 5 4 a n d o f 1 9 6 8 , p r o p o s a l s we r e ma d e f r o m t i me

t o t i me t o t r a n s f e r F NMA' s s e c o n d a r y ma r k e t o p e r a t i o n s t o

a c o r p o r a t i o n wh o l l y o wn e d b y i t s s h a r e h o l d e r s a s c o n t e mp l a t e d

b y S e c t i o n 3 0 3 ( g ) o f t h e 1 9 5 4 Ch a r t e r Ac t .

Du r i n g t h e s e v e r e c r e d i t s h o r t a g e o f 1 9 6 6 i t b e c a me

a p p a r e n t t h a t F NMA c o u l d n o t r e s p o n d q u i c k l y t o a n i n c r e a s e d

d e ma n d f o r h o u s i n g i f i t s mo r t g a g e p u r c h a s e s c o n t i n u e d

t o b e u n d e r g o v e r n me n t b u d g e t a r y c o n s t r a i n t s . Th e 1 9 6 6

e x p e r i e n c e r e s u l t e d i n r e n e we d i n t e r e s t i n t h e s e p r o p o s a l s ,

b u t t h e y we r e n o t a c t e d u p o n u n t i l 1 9 6 8 , wh e n i t b e c a me
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t h e Ad mi n i s t r a t i o n ' s p o l i c y t o r e mo v e F NMA' s e x i s t i n g d e b t

a n d a n n u a l e x p e n d i t u r e s f r o m t h e F e d e r a l b u d g e t .

S o me o f t h e e a r l y p r o p o s a l s h a d e n v i s i o n e d s i mp l y

r e mo v i n g F NMA f r o m t h e b u d g e t wi t h o u t s i g n i f i c a n t s t r u c -

t u r a l c h a n g e s i n t h e c o r p o r a t i o n . Th i s a p p r o a c h , h o we v e r ,

wa s o p p o s e d b y t h e Ad mi n i s t r a t i o n , s p e a k i n g t h r o u g h i t s

Bu r e a u o f t h e Bu d g e t .

S t o c k h o l d e r Co n t r o l Re q u i r e d - - Th e Ad mi n i s t r a t i o n ' s p o s i -

t i o n wa s t h a t F NMA' s o p e r a t i o n s s h o u l d c o n t i n u e t o b e

s u b j e c t t o F e d e r a l g o v e r n me n t b u d g e t u n l e s s a c t u a l c o n -

t r o l o f t h e c o r p o r a t i o n we r e t r a n s f e r r e d f r o m t h e g o v e r n -

me n t t o t h e c o r p o r a t i o n ' s s t o c k h o l d e r s . Th u s , t h e r e mo v a l

o f F NMA' s d e b t f r o m t h e b u d g e t wa s t h e i mme d i a t e mo t i v a t -

i n g f o r c e f o r t h e c h a n g e s i n t h e Ch a r t e r Ac t ma d e b y t h e

1 9 6 8 Ac t . Th e s e c h a n g e s , h o we v e r , c o i n c i d e d wi t h a l o n g -

s t a n d i n g v i e w e x p r e s s e d b y t h e Co n g r e s s i n 1 9 5 4 t h a t t h e

s e c o n d a r y ma r k e t a c t i v i t i e s o f F NMA s h o u l d e v e n t u a l l y b e

c a r r i e d o u t b y a p r i v a t e l y o wn e d a n d p r i v a t e l y f i n a n c e d

i n s t i t u t i o n .

Th e mo s t d i f f i c u l t i s s u e f a c i n g t h o s e wh o we r e c o n -

s i d e r i n g t h i s c h a n g e wa s : Wh e r e wo u l d F NMA o b t a i n t h e

e q u i t y c a p i t a l n e e d e d t o f i n a n c e i t s s e c o n d a r y ma r k e t

o p e r a t i o n s ? Th e s e we r e s o me o f t h e c r i t i c a l q u e s t i o n s

r a i s e d a t t h a t t i me :

- - Ho w s h o u l d t h e Tr e a s u r y p r e f e r r e d s t o c k

a n d i t s s h a r e o f o wn e r s h i p i n t h e s e c o n d a r y

ma r k e t o p e r a t i o n s b e r e t i r e d ?
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- - Ho w s h o u l d t h e c a p i t a l o f a p r i v a t e l y o wn e d

F NMA b e r e b u i l t ?

- - Wh a t s h o u l d b e d o n e a b o u t t h e e x i s t i n g s t o c k -

h o l d e r s o f F NMA wh o we r e n o t mo r t g a g e s e l l e r s

o r s e r v i c e r s , b u t me mb e r s o f t h e g e n e r a l i n v e s t -

i n g p u b l i c wh o h a d b o u g h t t h e i r s h a r e s i n t h e

ma r k e t ?

- - S h o u l d F NMA s t o c k b e s o l d b y t h e c o r p o r a t i o n

d i r e c t l y t o t h e p u b l i c ?

- - Wh a t s o r t o f b o r r o wi n g a u t h o r i t y s h o u l d a

p r i v a t e F NMA h a v e i n t h e c a p i t a l a n d mo n e y

ma r k e t s ? S h o u l d i t b e a b l e t o b o r r o w f r o m t h e

Tr e a s u r y ?

S t o c k S u b s c r i p t i o n s - - On e p r o p o s a l wa s t o r e t i r e t h e Tr e a s u r y -

h e l d p r e f e r r e d s t o c k a n d t o r e l y s o l e l y o n t h e mo r t g a g e

l e n d e r s wh o s o l d mo r t g a g e s t o t h e c o r p o r a t i o n f o r t h e

n e c e s s a r y c a p i t a l . I t wa s r e c o mme n d e d t h a t t h o s e wh o s o l d

mo r t g a g e s t o F NMA b e r e q u i r e d t o p u r c h a s e s t o c k i n a n

a mo u n t e q u a l t o 4 p e r c e n t o f t h e p u r c h a s e p r i c e o f t h e

mo r t g a g e s s o l d t o F NMA ( i n s t e a d o f t h e 1 p e r c e n t t h e n

r e q u i r e d ) . Th e t r a n s f e r a b i l i t y o f s t o c k t o b e i s s u e d t o

s e l l e r s wo u l d b e r e s t r i c t e d t o c o mme r c i a l b a n k s wh i c h mi g h t

a c c e p t t h e s t o c k a s s e c u r i t y f o r mo r t g a g e s e l l e r s ' c r e d i t

l i n e s a n d mi g h t l a t e r a c q u i r e t h e s t o c k i n c a s e o f l o a n

d e f a u l t s . Th i s r e s t r i c t e d t r a n s f e r a b i l i t y wo u l d r e q u i r e
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t h e c o mmo n s t o c k h e l d b y p e r s o n s a n d g r o u p s o t h e r t h a n

mo r t g a g e s e l l e r s t o b e r e t i r e d a s s o o n a s p o s s i b l e . ( A

s i mi l a r r e s t r i c t i o n o n s t o c k t r a n s f e r a b i l i t y i s e mb o d i e d

i n t h e l e g i s l a t i o n c r e a t i n g t h e S t u d e n t Lo a n Ma r k e t i n g

As s o c i a t i o n . On l y i n s t i t u t i o n s p a r t i c i p a t i n g i n s o me

wa y i n t h e s t u d e n t l o a n p r o g r a m c a n o wn s t o c k i n S LMA. )

Th e 1 9 6 8 Ac t , a s i n t r o d u c e d , p r o v i d e d f o r a s t o c k

s u b s c r i p t i o n o f n o t l e s s t h a n 2 p e r c e n t o r mo r e t h a n

4 p e r c e n t . I f Co n g r e s s h a d a d o p t e d t h e p r o p o s a l t o r e -

s t r i c t s t o c k o wn e r s h i p t o t h o s e wh o s o l d mo r t g a g e s t o t h e

c o r p o r a t i o n , F NMA wo u l d h a v e b e c o me a mo r t g a g e f i n a n c e

c o o p e r a t i v e - - t h a t i s , a c o r p o r a t i o n o wn e d b y t h o s e wh o

u s e d i t s f a c i l i t i e s .

Own e r s h i p o f c o mmo n s t o c k wo u l d h a v e b e e n o n l y i n -

c i d e n t a l t o t h e b e n e f i t s a f f o r d e d mo r t g a g e s e l l e r s b y

t h e s t a b i l i t y a n d i n c r e a s e d b u s i n e s s p r o v i d e d b y F NMA' s

s e c o n d a r y ma r k e t o p e r a t i o n s . S t o c k o wn e r s h i p wo u l d n o t

h a v e b e e n c o n s i d e r e d p r i ma r i l y a n i n v e s t me n t . Th i s p r o -

p o s a l , h o we v e r , wa s n o t a d o p t e d a n d t h e d i s t i n c t i o n b e -

t we e n a u s e r s ' c o o p e r a t i v e a n d a c o mp a n y o wn e d b y i t s

s t o c k h o l d e r s f i g u r e s p r o mi n e n t l y i n l a t e r j u d g me n t s ma d e

b y F NMA' s Bo a r d o f Di r e c t o r s a n d i t s ma n a g e me n t .

Th e c o o p e r a t i v e c o n c e p t wa s r e j e c t e d i n 1 9 6 8 b e c a u s e

o f a j u d g me n t t h a t c o n t i n u e d r e l i a n c e o n t h e u s e r s o f

F NMA f o r e q u i t y c a p i t a l wa s n o t f e a s i b l e . Mo r t g a g e s e l l e r s
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s t r e n u o u s l y o b j e c t e d t o a s u b s t a n t i a l i n c r e a s e i n t h e s t o c k

s u b s c r i p t i o n r a t e . Un l i k e t h e s a v i n g s a n d l o a n a s s o c i a t i o n s

wh i c h h o l d s t o c k i n t h e F e d e r a l h o me l o a n b a n k s ( wi t h wh i c h

F NMA h a s mi s t a k e n l y b e e n c o mp a r e d ) , t h e ma j o r i t y o f F NMA' s

mo r t g a g e s e l l e r s a r e t h i n l y - c a p i t a l i z e d e n t i t i e s , u n a b l e

t o p u r c h a s e a n d h o l d F NMA s t o c k wi t h t h e i r o wn f u n d s .

Th u s , a s ma l l i n c r e a s e i n t h e a mo u n t o f F NMA s t o c k r e q u i r e d

t o b e p u r c h a s e d wo u l d r e s u l t i n a n i n c r e a s e d c o s t t o h o me

p u r c h a s e r s . Th i s a d v e r s e i mp a c t o n c o n s u me r s wo u l d c o n -

t i n u e a s l o n g a s F NMA s t o c k a c q u i s i t i o n wa s c o n f i n e d t o t h e

mo r t g a g e s e l l e r s . Th e r e we r e a l s o d o u b t s a b o u t wh e t h e r

t h e s t o c k s u b s c r i p t i o n b y mo r t g a g e s e l l e r s wo u l d b e a d e -

q u a t e t o p r o v i d e t h e c a p i t a l n e e d e d f o r t h e s h a r p l y i n c r e a s e d

b o r r o wi n g s o c c a s i o n e d b y f u t u r e s e v e r e c r e d i t s h o r t a g e s .

P u b l i c S t o c k S a l e Au t h o r i z e d - - I n e n a c t i n g t h e 1 9 6 8 a me n d -

me n t s t o t h e Ch a r t e r Ac t , Co n g r e s s f o r t h e f o r e g o i n g r e a s o n s

d e c i d e d n o t t o r e q u i r e t h e c o r p o r a t i o n t o p l a c e r e l i a n c e

s o l e l y o n i t s s e l l e r s f o r n e c e s s a r y c a p i t a l . I n s t e a d ,

t h e 1 9 6 8 l a w s p e c i f i c a l l y a u t h o r i z e d F NMA t o o b t a i n e q u i t y

c a p i t a l f r o m t h e i n v e s t i n g p u b l i c , a s o u r c e wh i c h a l r e a d y

h a d b e g u n t o b e t a p p e d t h r o u g h t h e n o n r e s t r i c t e d t r a n s f e r

o f F NMA c o mmo n s t o c k i s s u e d t o s e l l e r s p r i o r t o 1 9 6 8 .

S u b s e c t i o n 3 0 3 ( c ) o f t h e Ch a r t e r Ac t wa s a me n d e d t o a u t h o r -

i z e F NMA t o i s s u e s h a r e s o f c o mmo n s t o c k i n a d d i t i o n t o

t h o s e i s s u e d t o mo r t g a g e s e l l e r s . S i n c e t h e r e wa s c o n s i d e r a b l e
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s k e p t i c i s m b o t h i n Co n g r e s s a n d a mo n g i n d u s t r y s p o k e s me n

a s t o wh e t h e r F NMA' s c o mmo n s t o c k wo u l d b e ma r k e t a b l e ,

Co n g r e s s a l s o a u t h o r i z e d F NMA, b y e n a c t me n t o f a n e w s u b -

s e c t i o n 3 0 4 ( e ) o f t h e Ch a r t e r Ac t , t o i s s u e s u b o r d i n a t e d

c a p i t a l d e b e n t u r e s wh i c h c o u l d b e c o n s i d e r e d a s c a p i t a l

f o r t h e p u r p o s e o f d e t e r mi n i n g t h e c o r p o r a t i o n ' s d e b t - t o - c a p i t a l

r a t i o .

Co n g r e s s e l i mi n a t e d a n y p o s s i b l e a mb i g u i t y a s t o

wh e t h e r F NMA' s c o mmo n s t o c k wa s f r e e l y t r a n s f e r a b l e b y

a s p e c i f i c a me n d me n t t o s u b s e c t i o n 3 0 3 ( a ) p r o v i d i n g f o r

f r e e t r a n s f e r a b i l i t y . F i n a l l y , Co n g r e s s r a t i f i e d i t s

d i r e c t i v e t o F NMA t o t e r mi n a t e t h e F e d e r a l g o v e r n me n t ' s

d i r e c t f i n a n c i a l i n v o l v e me n t b y e n a c t i n g S e c t i o n 9 0 1 ( a )

o f t h e Ho u s i n g a n d Ur b a n De v e l o p me n t Ac t o f 1 9 7 0 wh i c h

r e q u i r e d F NMA t o p a y t o t h e S e c r e t a r y o f t h e Tr e a s u r y

a p p r o x i ma t e l y $ 5 2 mi l l i o n , r e p r e s e n t i n g t h a t p o r t i o n

o f t h e c o r p o r a t i o n ' s g e n e r a l s u r p l u s a n d r e s e r v e s wh i c h

we r e a t t r i b u t a b l e t o Tr e a s u r y ' s p r i o r i n v e s t me n t .

I t i s F NMA' s v i e w t h a t a l l o f t h e s e l e g i s l a t i v e c h a n g e s

r e f l e c t t h e s t a t e d i n t e n t o f Co n g r e s s t o t u r n F NMA a wa y

f r o m r e l i a n c e u p o n f u n d s s u p p l i e d b y t h e U. S . Go v e r n me n t

( i . e . , t h e t a x p a y e r s ) a n d t o wa r d t h e . p r i v a t e ma r k e t , i n

o r d e r f o r F NMA t o o b t a i n t h e c a p i t a l n e c e s s a r y t o c o n d u c t

i t s c h a r t e r r e s p o n s i b i l i t i e s .
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F NMA ACTI ONS S I NCE 1 9 6 8

S i n c e t h e 1 9 6 8 Ho u s i n g Ac t F NMA h a s t a k e n a n u mb e r o f

s t e p s t o a s s u r e i t s c o n t i n u i n g a b i l i t y t o r e ma i n a s e l f -

s u p p o r t i n g p r i v a t e c o r p o r a t i o n . Th e s e a c t s we r e e i t h e r

s p e c i f i c a l l y a u t h o r i z e d b y Co n g r e s s o r a p p r o v e d b y t h e

S e c r e t a r y o f Ho u s i n g a n d Ur b a n De v e l o p me n t p u r s u a n t t o

r e g u l a t o r y a u t h o r i t y .

I n De c e mb e r 1 9 6 9 , p r i o r t o t h e p u r c h a s e o f a p p r o x i -

ma t e l y $ 5 b i l l i o n o f mo r t g a g e s d u r i n g 1 9 7 0 , t h e S e c r e t a r y

o f Ho u s i n g a n d Ur b a n De v e l o p me n t c o mme n t e d a s f o l l o ws wh e n

h e i n c r e a s e d F NMA' s ma x i mu m d e b t - t o - c a p i t a l r a t i o f r o m

2 0 t o 1 t o 2 5 t o 1 :

" Th i s i s t h e s e c o n d i n c r e a s e i n t h e c o r p o r a -
t i o n ' s a u t h o r i z e d d e b t - t o - c a p i t a l r a t i o i n
a l i t t l e mo r e t h a n a y e a r . Wh i l e I b e l i e v e
t h e n e w r a t i o i s f u l l y a p p r o p r i a t e , I d o h o p e
t h a t t h e c o r p o r a t i o n i s s e r i o u s l y c o n s i d e r i n g
wa y s t o i mp r o v e i t s b a s i c c a p i t a l p o s i t i o n
a n d I u r g e t h a t s t e p s a l o n g t h i s l i n e b e t a k e n
a s s o o n a s p r a c t i c a l . "

Le s s t h a n t h r e e mo n t h s l a t e r , t h e S e c r e t a r y c o mme n t e d

u p o n F NMA' s i n t e n t t o i s s u e s u b o r d i n a t e d c a p i t a l d e b e n t u r e s :

" ( Th e y a r e ) a f e a s i b l e a l t e r n a t i v e a t t h e
p r e s e n t t i me . Ho we v e r , i n v i e w o f t h e f a c t
t h a t h i g h v o l u me c o mmi t me n t s a n d p u r c h a s e s
ma y n e c e s s a r i l y b e c o n t i n u e d f o r s o me mo n t h s ,
I s t i l l b e l i e v e i t n e c e s s a r y t o s t r e n g t h e n
t h e e q u i t y p o r t i o n o f t h e c a p i t a l s t r u c t u r e
a s r a p i d l y a s i s p r a c t i c a l a n d a u t h o r i z e t h i s
e x t e n s i o n b a s e d , a mo n g o t h e r t h i n g s , u p o n t h e
r e p r e s e n t a t i o n t h a t i mme d i a t e s t e p s wi l l b e
t a k e n t o a c c o mp l i s h s u c h s t r e n g t h e n i n g . Ac -
c o r d i n g l y , i t i s my u n d e r s t a n d i n g t h a t y o u
a n d t h e Di r e c t o r s ( o f F NMA) wi l l p u s h f o r a n
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i n c r e a s e i n t h e Co mmo n s t o c k b a s e ( e mp h a s i s
a d d e d ) a s a me a n s o f a s s u r i n g t h e c a p a c i t y
o f t h e F e d e r a l Na t i o n a l Mo r t g a g e As s o c i a t i o n
t o me e t t h e u r g e n t Na t i o n a l n e e d s f o r wh i c h
i t wa s c r e a t e d . "

As o f S e p t e mb e r 3 0 , 1 9 7 0 F NMA' s d e b t - t o - e q u i t y r a t i o

wa s a p p r o x i ma t e l y 4 4 t o 1 . F NMA h a d p r o v i d e d s i g n i f i c a n t

l i q u i d i t y t o t h e mo r t g a g e ma r k e t d u r i n g 1 9 6 9 a n d t h e

f i r s t s i x mo n t h s o f 1 9 7 0 b y i t s p u r c h a s e o f mo r t g a g e s

wi t h a n a g g r e g a t e p r i n c i p a l b a l a n c e i n e x c e s s o f $ 7 . 0

b i l l i o n . As e v i d e n c e d b y t h e S e c r e t a r y ' s c o mme n t s , i t

wa s c l e a r t h a t a d d i t i o n a l c a p i t a l wa s r e q u i r e d i f F NMA

we r e t o c o n t i n u e t o me e t t h e d e ma n d f o r mo r t g a g e f u n d s

d u r i n g t h e n e x t p e r i o d o f d i s i n t e r me d i a t i o n . Al t h o u g h

Co n g r e s s h a d a u t h o r i z e d i s s u a n c e o f s u b o r d i n a t e d c a p i t a l

d e b e n t u r e s , t h e Ch a r t e r Ac t l i mi t e d t h e a mo u n t o f s u c h

d e b e n t u r e s wh i c h wo u l d b e o u t s t a n d i n g t o t wo t i me s t h e

s u m o f c a p i t a l r e p r e s e n t e d b y c o mmo n s t o c k a n d s u r p l u s

a n d u n d i s t r i b u t e d e a r n i n g s . Be c a u s e o f i t s h i g h b o r r o w-

i n g c o s t s , i t wa s q u e s t i o n a b l e wh e t h e r F NMA' s o p e r a t i o n s

wo u l d b e p r o f i t a b l e d u r i n g 1 9 7 0 , a n d t h e c a p i t a l p r o v i d e d

f r o m t h e s a l e o f s t o c k t o mo r t g a g e s e l l e r s wo u l d h a v e

p e r mi t t e d s a l e o f n o mo r e t h a n a p p r o x i ma t e l y $ 1 5 0 mi l l i o n

o f s u b o r d i n a t e d c a p i t a l d e b e n t u r e s . •

Ri g h t s Of f e r i n g - - F a c e d wi t h t h i s n e e d f o r n e w c a p i t a l ,

F NMA, wi t h t h e a p p r o v a l a n d i n d e e d t h e u r g i n g o f t h e
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S e c r e t a r y o f HUD, o f f e r e d t o i t s s h a r e h o l d e r s t h e r i g h t

t o s u b s c r i b e f o r 1 , 1 3 0 , 5 9 8 * s h a r e s o f i t s c o mmo n s t o c k

o n t h e b a s i s o f o n e " n e w" s h a r e f o r e a c h e i g h t s h a r e s

o u t s t a n d i n g . Ri g h t s we r e e x e r c i s e d f o r 9 8 p e r c e n t o f

t h e s h a r e s o f f e r e d a n d t h e n e t p r o c e e d s t o F NMA t o t a l e d

$ 4 9 . 4 mi l l i o n . S i n c e t h e r i g h t s we r e t r a n s f e r a b l e , t h e

o f f e r i n g r e s u l t e d i n a n i n c r e a s e o f mo r e t h a n 4 . 5 * mi l -

l i o n s h a r e s o f s t o c k h e l d b y i n v e s t o r s o t h e r t h a n mo r t g a g e

s e l l e r s .

Al t h o u g h F NMA i s n o t s u b j e c t t o S EC r e g u l a t i o n s , t h e

c o r p o r a t i o n v o l u n t a r i l y d i s c l o s e d t h e t y p e s o f i n f o r ma t i o n

t h a t o t h e r p r i v a t e c o r p o r a t i o n s d i s c l o s e u n d e r t h e r e g u l a -

t i o n s . F NMA we n t t h r o u g h a s e l f - i mp o s e d p e r i o d o f r e g i s -

t r a t i o n , i s s u i n g b o t h a p r e l i mi n a r y a n d a f i n a l p r o s p e c t u s ,

a n d c o n d u c t e d d u e d i l i g e n c e me e t i n g s o v e r t h e c o u n t r y ,

i n f o r mi n g i n v e s t o r s o f t h e r i s k s a n d r e wa r d s a t t e n d a n t

t o t h e p u r c h a s e a n d e x e r c i s e o f t h e r i g h t s t o b u y F NMA

s t o c k .

I n e f f e c t , t h e c o r p o r a t i o n h a d p a s s e d a p o i n t wh e r e

i t wa s n o t o n l y p r i v a t e l y o wn e d a n d ma n a g e d , b u t wh e r e

i t s s e c u r i t i e s , b o t h d e b t a n d e q u i t y , we r e wi d e l y k n o wn

a n d d i s t r i b u t e d i n t h e p r i v a t e mo n e y a n d c a p i t a l ma r k e t s

a n d o n t h e s t o c k e x c h a n g e s .

* 4 , 5 2 2 , 3 9 2 s h a r e s a s a d j u s t e d f o r t h e J a n u a r y 1 8 , 1 9 7 2
s t o c k s p l i t .

8 6 - 0 8 5 0 - 7 7 - pt . 3 - 31
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Li s t i n g o n S t o c k Ex c h a n g e s - - I n Au g u s t 1 9 7 0 , F NMA h a d l i s t e d

i t s c o mmo n s t o c k o n t h e Ne w Yo r k a n d P a c i f i c S t o c k E x -

c h a n g e s a n d l a t e r o n t h e Mi d we s t Ex c h a n g e . Th e s t o c k p r e -

v i o u s l y wa s t r a d e d o n a n o v e r - t h e - c o u n t e r b a s i s . Li s t i n g

o n t h e s e ma j o r e x c h a n g e s h a s f a c i l i t a t e d t r a d i n g i n F NMA' s

s t o c k b y t h e g e n e r a l p u b l i c , c o n t r i b u t i n g t o t h e s u c c e s s

o f l a t e r s a l e s o f c o mmo n s t o c k a n d c o n v e r t i b l e c a p i t a l

d e b e n t u r e s t o t h e p u b l i c .

P r e e mp t i v e Ri g h t s - - An o t h e r s t e p t a k e n i n b r o a d e n i n g F NMA' s

c a p i t a l b a s e wa s t h e s u b s e q u e n t r e mo v a l o f p r e e mp t i v e

r i g h t s ( t h a t i s , t h e r i g h t o f a n e x i s t i n g s t o c k h o l d e r

t o p u r c h a s e n e w s t o c k ) . P u r s u a n t t o s t a t u t o r y a u t h o r i t y ,

t h e S e c r e t a r y o f HUD p r o mu l g a t e d r e g u l a t i o n s o n Ma r c h 2 2 ,

1 9 7 1 , a u t h o r i z i n g F NMA t o d e n y p r e e mp t i v e r i g h t s f o r

f u t u r e s t o c k i s s u e s b y t h e a d o p t i o n o f a r e s o l u t i o n o f

i t s Bo a r d o f Di r e c t o r s r a t i f i e d b y a t wo - t h i r d s v o t e o f

t h e s h a r e h o l d e r s . A r e s o l u t i o n d o i n g t h i s wa s a p p r o v e d

b y F NMA' s s h a r e h o l d e r s a t t h e Ma y 1 9 7 1 a n n u a l me e t i n g .

S u b o r d i n a t e d Ca p i t a l De b e n t u r e s - - S i n c e 1 9 6 8 , F NMA h a s

i s s u e d s u b o r d i n a t e d c a p i t a l d e b e n t u r e s a g g r e g a t i n g $ 1 . 5

b i l l i o n a s f o l l o ws :
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Amo u n t
Da t e ( i n mi l l i o n s ) Ra t e Ma t u r i t y

S e p t e mb e r 3 0 , 1 9 6 8 $ 2 5 0 6 . 0 0 % Oc t o b e r 1 , 1 9 7 3

Ap r i l 1 , 1 9 7 0 2 0 0 8 . 0 0 % Ap r i l 1 , 1 9 7 5

Oc t o b e r 2 , 1 9 7 2 2 5 0 7 . 4 0 % Oc t o b e r 1 , 1 9 9 7

Ap r i l 1 , 1 9 7 5 3 0 0 7 . 6 2 5 % Ap r i l 1 0 , 1 9 8 0

F e b r u a r y 1 0 , 1 9 7 6 3 0 0 8 . 1 5 % F e b r u a r y 1 0 , 1 9 8 6

F e b r u a r y 1 0 , 1 9 7 7 2 0 0 8 . 2 0 % J u l y 1 0 , 2 0 0 2

F o r t h e f i r s t t wo i s s u e s , F NMA o b t a i n e d f r o m t h e

S e c r e t a r y o f t h e Tr e a s u r y l e t t e r s t o t h e e f f e c t t h a t t h e

De p a r t me n t wo u l d ma k e l o a n s t o F NMA ( i . e . , p u r c h a s e d e -

b e n t u r e s f r o m F NMA) i n s u f f i c i e n t a mo u n t s t o e n a b l e F NMA

t o e f f e c t t i me l y p a y me n t s o f p r i n c i p a l a n d i n t e r e s t o n

i t s d e b t wh e n d u e , i f a n d wh e n e v e r t h e r e wo u l d b e a n e e d

f o r s u c h l o a n s . Be c a u s e o f i n c r e a s i n g ma r k e t a c c e p t a n c e

o f F NMA' s s u b o r d i n a t e d d e b t , n o s i mi l a r a g r e e me n t wa s

s o u g h t f r o m t h e Tr e a s u r y f o r t h e l a s t f o u r o f t h e s e i s s u e s .

An o t h e r i n d i c a t i o n o f ma r k e t a c c e p t a b i l i t y o f F NMA s e c u r -

i t i e s wa s t h e f a c t t h a t t h e l a s t f o u r i s s u e s we r e n o t

u n d e r wr i t t e n b y i n v e s t me n t b a n k e r s , b u t we r e r o u t i n e l y

s o l d t o t h e p u b l i c b y t h o s e f i r ms t h a t r e g u l a r l y ma r k e t

F NMA' s d e b e n t u r e s .

Co n v e r t i b l e I s s u e - - I n S e p t e mb e r 1 9 7 1 , F NMA u n d e r t o o k a

s u c c e s s f u l o f f e r i n g o f $ 2 5 0 mi l l i o n o f 2 5- y e a r d e b e n t u r e s

c o n v e r t i b l e i n t o c o mmo n s t o c k . Th i s o f f e r i n g , o n e o f t h e

l a r g e s t i n t h e h i s t o r y o f t h e i n v e s t me n t c o mmu n i t y ,
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s i g n i f i c a n t l y i mp r o v e d t h e c o r p o r a t i o n ' s c a p i t a l b a s e a n d

i t s a b i l i t y t o r e s p o n d t o s u d d e n a n d u n e x p e c t e d p r e s s u r e s

t o s u p p l y f u n d s t o t h e mo r t g a g e ma r k e t .

Ag a i n , F NMA v o l u n t a r i l y c o mp l i e d wi t h a l l S EC d i s -

c l o s u r e r e q u i r e me n t s a p p l i c a b l e t o o t h e r c o r p o r a t i o n s a n d

F NMA' s c o mmi t me n t t o t h e i n v e s t i n g p u b l i c wa s d e e p e n e d .

Th i s c o n v e r t i b l e d e b e n t u r e o f f e r i n g wa s ma d e a g a i n s t

a b a c k g r o u n d o f s e v e r e s h o r t a g e o f f u n d s f o r h o u s i n g wh i c h

h a d d e v e l o p e d d u r i n g t h e s u mme r o f 1 9 7 1 . He a v y d e ma n d s

we r e b e i n g ma d e u p o n F NMA t o b u y mo r t g a g e s . Wa g e a n d

p r i c e c o n t r o l s we r e i mp o s e d . Ta n d e m p l a n s i n v o l v i n g a n

u n u s u a l l y l a r g e v o l u me o f mo r t g a g e s f o r f i n a n c i n g f o r

u n s u b s i d i z e d s i n g l e - f a mi l y h o me s a n d a p a r t me n t s we r e a n -

n o u n c e d b y t h e Go v e r n me n t Na t i o n a l Mo r t g a g e As s o c i a t i o n .

On l y t h e a d mi n i s t r a t i v e f l e x i b i l i t y o f F NMA a n d i t s a c c e s s

t o p r i v a t e mo n e y a n d c a p i t a l ma r k e t s ma d e i t p o s s i b l e f o r

t h e c o r p o r a t i o n t o i mp l e me n t t h e s e n e w t a n d e m p l a n s wi t h i n

a f e w we e k s a n d t o a s s u me t h e s i z a b l e f i n a n c i a l c o mmi t -

me n t s i n s u p p o r t o f n a t i o n a l h o u s i n g o b j e c t i v e s . Th e

c o n v e r t i b l e d e b e n t u r e o f f e r i n g p l a y e d a n e s s e n t i a l p a r t

i n t h e c a p i t a l p l a n n i n g o f t h e c o r p o r a t i o n a t t h a t t i me .

De c r e a s e i n S e l l e r ' s S t o c k S u b s c r i p t i o n - - By e n a c t me n t o f

S e c t i o n 9 0 2 ( 1 ) o f t h e Ho u s i n g a n d Ur b a n De v e l o p me n t Ac t

o f 1 9 7 0 , Co n g r e s s a me n d e d s u b s e c t i o n 3 0 3 ( b ) o f t h e Ch a r t e r
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Ac t t o e l i mi n a t e t h e ma n d a t o r y o n e p e r c e n t mi n i mu m s t o c k

s u b s c r i p t i o n r a t e r e q u i r e d o f mo r t g a g e s e l l e r s . Th i s

a me n d me n t i n e f f e c t r e c o g n i z e d t h e c o r p o r a t i o n ' s i n c r e a s e d

a b i l i t y t o r a i s e e q u i t y c a p i t a l f r o m p r i v a t e i n v e s t o r s .

I n c r e a s e i n Di v i d e n d Ra t e - - Th e c u r r e n t a n n u a l r a t e o f F NMA

d i v i d e n d s i s $ 1 . 0 0 a s h a r e , o r a 6 . 2 5 p e r c e n t r e t u r n

b a s e d o n t h e a p p r o x i ma t e c u r r e n t ma r k e t p r i c e o f t h e

s t o c k - - $ 1 6 a s h a r e . Th e Bo a r d o f Di r e c t o r s h a s s u c c e s s i v e l y

r a i s e d t h e d i v i d e n d f r o m 2 4 c e n t s a s h a r e i n 1 9 6 9 t o t h e

p r e s e n t $ 1 . 0 0 . Un d e r t h e Ch a r t e r Ac t , t h e S e c r e t a r y o f

HUD ma y r e g u l a t e t h e a mo u n t o f e a r n i n g s d i s t r i b u t e d a s

d i v i d e n d s .

CAP I TAL S TRUCTURE

Th e f o r e g o i n g i mp r o v e me n t s i n F NMA' s a b i l i t y t o r a i s e

c a p i t a l a n d t o b o r r o w a r e a mo n g t h e c o r p o r a t i o n ' s p r i ma r y

a c c o mp l i s h me n t s s i n c e t h e 1 9 6 8 Ho u s i n g Ac t , s e c o n d i n i m-

p o r t a n c e o n l y t o t h e s i z a b l e v o l u me o f mo r t g a g e s p u r c h a s e d

d u r i n g t i me s o f c r e d i t s t r i n g e n c y - - a n d i n d e e d t h o s e p u r -

c h a s e s wo u l d n o t h a v e b e e n p o s s i b l e i f t h e c o r p o r a t i o n ' s

f i n a n c i n g a b i l i t y h a d n o t b e e n s o s t r e n g t h e n e d .

As t h e 1 9 6 8 l e g i s l a t i o n wa s b e i n g d e v e l o p e d , s o me

wh o o p p o s e d F NMA' s t r a n s f e r f r o m g o v e r n me n t o wn e r s h i p

we r e u n d e r s t a n d a b l y c o n c e r n e d a b o u t wh e t h e r i t c o u l d e a r n

a s u f f i c i e n t p r o f i t a n d t h u s a t t r a c t s u f f i c i e n t e q u i t y
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c a p i t a l t o e n a b l e i t t o me e t i t s s t a t u t o r y p u r p o s e o f

b u y i n g l a r g e v o l u me s o f mo r t g a g e s d u r i n g p e r i o d s o f c r e d i t

s h o r t a g e . Th r o u g h s a l e s o f s t o c k t o t h e p u b l i c , r e t a i n e d

e a r n i n g s a n d s u b s c r i p t i o n s o f s t o c k b y s e l l e r s , F NMA h a s

i n c r e a s e d i t s s t o c k h o l d e r s ' e q u i t y f r o m $ 2 0 0 mi l l i o n i n

De c e mb e r 1 9 6 8 , t o a p p r o x i ma t e l y $ 9 8 3 mi l l i o n i n De c e mb e r

1 9 7 6 .

Th e c o r p o r a t i o n ' s r a t i o o f d e b t - t o - e q u i t y h a s b e e n

r e d u c e d f r o m a h i g h o f 4 4 t o 1 i n S e p t e mb e r o f 1 9 7 0 t o a

c u r r e n t l e v e l o f 3 1 t o 1 .

DEBT STRUCTURE

F NMA' s o p e r a t i o n s i n t h e s e c o n d a r y ma r k e t a r e f i n a n c e d

p r i ma r i l y t h r o u g h t h e s a l e o f d i s c o u n t n o t e s a n d d e b e n -

t u r e s i n t h e p r i v a t e ma r k e t . Th e n o t e s h a v e a ma t u r i t y

r a n g i n g b e t we e n 3 0 a n d 2 7 0 d a y s , wi t h a n a v e r a g e ma t u r i t y

o f a b o u t 1 3 2 d a y s . Th e d e b e n t u r e s a r e l o n g - t e r m o b l i g a -

t i o n s a n d p r e s e n t l y h a v e a n a v e r a g e ma t u r i t y o f a b o u t

4 . 6 y e a r s . Th e a v e r a g e ma t u r i t y o f b o t h o u r o u t s t a n d i n g

n o t e s a n d d e b e n t u r e s i s 4 . 3 y e a r s .

I n a c c o r d a n c e wi t h t h e Ch a r t e r Ac t , F NMA o b l i g a t i o n s

a r e n o t g u a r a n t e e d b y , n o r d o t h e y c o n s t i t u t e a d e b t o r

o b l i g a t i o n o f , t h e Un i t e d S t a t e s . Th e y a r e , h o we v e r ,

c o n s i d e r e d t o b e " a g e n c y s e c u r i t i e s . " Th e i r s t a t u s a s

" a g e n c y s e c u r i t i e s " d o e s n o t i n v o l v e a n y F e d e r a l s u b s i d y
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o r t a x a d v a n t a g e , e i t h e r t o F NMA o r t o t h e i n v e s t o r . Th i s

s t a t u s , c o u p l e d wi t h i t s f a v o r a b l e g e n e r a l c r e d i t r a t i n g ,

h e l p s F NMA o b t a i n a l o we r b o r r o wi n g c o s t t h a n mi g h t o t h e r -

wi s e b e t h e c a s e . Th i s l o we r b o r r o wi n g c o s t i s r e f l e c t e d

i n t h e l o we r y i e l d s r e q u i r e d o n t h e mo r t g a g e s p u r c h a s e d ,

t h e r e b y b e n e f i t t i n g t h e h o me o wn e r .

Th o u g h p r i v a t e l y o wn e d , t h e f a c t t h a t F NMA o b l i g a -

t i o n s a r e c o n s i d e r e d " a g e n c y s e c u r i t i e s " i s wh o l l y c o n -

s i s t e n t n o t o n l y wi t h p r e c e d e n t , b u t a l s o wi t h t h e l e g i s -

l a t i v e h i s t o r y o f t h e 1 9 6 8 Ho u s i n g Ac t . Th e b a n k s f o r

c o o p e r a t i v e s , t h e F e d e r a l i n t e r me d i a t e c r e d i t b a n k s , t h e

F e d e r a l l a n d b a n k s , t h e F e d e r a l h o me l o a n b a n k s a n d t h e

F e d e r a l Ho me Lo a n Mo r t g a g e Co r p o r a t i o n a r e a l l o wn e d b y

p r i v a t e s t o c k h o l d e r s a n d t h e d e b t i n s t r u me n t s o f e a c h

a r e c l a s s i f i e d a s " a g e n c y s e c u r i t i e s . " F u r t h e r , t h i s

Co mmi t t e e ' s r e p o r t s t a t e s , " T h e n e w F NMA wo u l d b e a ' Go v e r n me n t -

s p o n s o r e d p r i v a t e c o r p o r a t i o n , ' r e g u l a t e d b y t h e S e c r e t a r y

[ o f t h e De p a r t me n t o f Ho u s i n g a n d Ur b a n De v e l o p me n t ] a n d

wo u l d h a v e a s t a t u s a n a l o g o u s t o t h a t o f t h e F e d e r a l l a n d

b a n k s a n d t h e F e d e r a l h o me l o a n b a n k s . " ( Re p o r t , p . 6 9 . )

Th e Ch a r t e r Ac t i mp o s e s c e r t a i n l i mi t a t i o n s o n F NMA' s

b o r r o wi n g . F o r e x a mp l e , t h e S e c r e t a r y o f t h e Tr e a s u r y

mu s t a p p r o v e t h e i s s u a n c e o f d e b t s e c u r i t i e s . As p r e v i o u s l y

n o t e d , t h e S e c r e t a r y o f Ho u s i n g a n d Ur b a n De v e l o p me n t , i n

a d d i t i o n t o h a v i n g g e n e r a l r e g u l a t o r y p o we r o v e r F NMA,
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mu s t s p e c i f i c a l l y a p p r o v e F NMA' s r a t i o o f d e b t t o c a p i t a l ,

wh e n t h a t r a t i o e x c e e d s 1 5 t o 1 . To d a y , wi t h HUD a p p r o v a l ,

t h e l i mi t o n t h a t r a t i o i s 2 5 t o 1 . " Ca p i t a l " f o r t h i s

p u r p o s e i n c l u d e s s u b o r d i n a t e d d e b e n t u r e s , t h e r e b y d i f f e r -

e n t i a t i n g t h i s r a t i o f r o m t h e d e b t - t o - e q u i t y r a t i o me n t i o n e d

e a r l i e r .

As o f De c e mb e r 3 1 , 1 9 7 6 , F NMA h a d $ 3 0 . 6 b i l l i o n

o u t s t a n d i n g i n d e b e n t u r e s a n d s h o r t - t e r m d i s c o u n t n o t e s .

F NMA h a s ma d e a n a l y s e s o f t h o s e wh o p u r c h a s e i t s

d e b e n t u r e s . P u r c h a s e s b y " h o u s i n g o r i e n t e d " i n v e s t o r s

( d e f i n e d f o r t h i s p u r p o s e t o i n c l u d e i n s u r a n c e c o mp a n i e s ,

s a v i n g s b a n k s a n d s a v i n g s a n d l o a n a s s o c i a t i o n s ) h a v e

r a n g e d b e t we e n 1 5 . 8 p e r c e n t a n d 2 2 . 1 p e r c e n t . Th e t wo

l a r g e s t n o n - h o u s i n g o r i e n t e d p u r c h a s e r s o f F NMA d e b e n t u r e s

a r e c o mme r c i a l b a n k s a n d s t a t e a n d l o c a l g o v e r n me n t s .

Ba n k s , s t a t e a n d l o c a l g o v e r n me n t s a n d c o r p o r a t i o n s h e l d

a b o u t 7 0 p e r c e n t o f F NMA' s d i s c o u n t n o t e s ; s a v i n g s a n d

l o a n a s s o c i a t i o n s h e l d a b o u t 2 p e r c e n t .

Le n g t h e n i n g o f De b t - - An o t h e r a c c o mp l i s h me n t wh i c h h a s

ma t e r i a l l y a f f e c t e d F NMA' s a b i l i t y t o p e r f o r m i t s b a s i c

mi s s i o n i s t h e l e n g t h e n i n g o f i t s d e b t . Th e a v e r a g e

ma t u r i t y o f F NMA' s o b l i g a t i o n s , b o t h d e b e n t u r e s a n d s h o r t -

t e r m d i s c o u n t n o t e s , h a s i n c r e a s e d f r o m 1 5 mo n t h s i n Ma r c h

1 9 7 0 t o t h e p r e s e n t 4 . 3 y e a r s . Th i s h a s g r e a t l y r e d u c e d
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t h e r i s k o f l o s s t h a t c o u l d o c c u r , i f t h e c o r p o r a t i o n

we r e r e q u i r e d t o r e f i n a n c e a h i g h p r o p o r t i o n o f i t s o u t -

s t a n d i n g d e b t d u r i n g a s h o r t p e r i o d wh e n i n t e r e s t r a t e s

a r e u n u s u a l l y h i g h .

EARNI NGS , DI VI DENDS AND RETURN ON EQUI TY

F NMA' s o p e r a t i o n s h a v e b e e n c a r r i e d o u t s o a s t o

y i e l d a p r o f i t . I t i s u n d e r s t a n d a b l e t h a t I wo u l d r a t h e r

e x p l a i n a p r o f i t t h a n a l o s s .

I t wa s Wi n s t o n Ch u r c h i l l wh o s a i d :

" I t i s a s o c i a l i s t i d e a t h a t ma k i n g p r o f i t s i s a

v i c e . I c o n s i d e r t h e r e a l v i c e i s ma k i n g l o s s e s . "

Th e c o r p o r a t i o n ' s f i n a n c i a l p e r f o r ma n c e d u r i n g t h e

e i g h t f u l l c a l e n d a r y e a r s s i n c e b e c o mi n g a p r i v a t e c o r -

p o r a t i o n i s s h o wn i n t h e t a b l e o n t h e n e x t p a g e .

F NMA' s i n c o me b e f o r e t a x e s f o r t h e p e r i o d f r o m

J a n u a r y 1 , 1 9 6 9 t h r o u g h 1 9 7 6 wa s $ 1 . 2 6 5 b i l l i o n .

Th e b i g g e s t s i n g l e s h a r e - - $ 6 0 9 mi l l i o n o r 4 8 p e r c e n t - -

wa s s e t a s i d e f o r p a y me n t t o t h e Un i t e d S t a t e s g o v e r n me n t

a s F e d e r a l c o r p o r a t e i n c o me t a x e s .

Th e n e x t b i g g e s t s h a r e - - $ 4 8 2 mi l l i o n o r 3 8 p e r c e n t - -

wa s p l o we d b a c k i n t o t h e b u s i n e s s o f b u y i n g mo r t g a g e s .

Th e s ma l l e s t s h a r e o f i t - - $ 1 7 4 mi l l i o n o r 1 4 p e r c e n t - -

we n t b a c k t o t h e o wn e r s i n t h e f o r m o f d i v i d e n d s .

I n r e c e n t y e a r s , F NMA h a s b e e n p a y i n g o u t a s d i v i d e n d s

a b o u t o r e - t h i r d o f i t s e a r n i n g s , wh i l e r e t a i n i n g t wo - t h i r d s
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( $ i n t h o u s a n d s )

e x c e p t p e r

s h a r e

I n c o m e

b e f o r e

t a x e s

P r o v i s i o n

f o r

t a x e s

N e t

i n c o m e R e i n v e s t e d

P a i d i n

D i v i d e n d s

E a r n i n g s

P e r

S h a r e

D i v i d e n d s

P e r

S h a r e Y i e l d *

1 9 6 9 3 4 , 2 2 8 1 7 , 8 2 1 1 6 , 4 0 7 1 0 , 0 4 8 6 , 3 5 9 . 6 3 . 2 4 2 . 1 %

t • D

1 9 7 0 1 3 , 2 6 4 6 , 5 6 4 6 , 7 0 0 ( 8 3 4 ) 7 , 5 3 4 . 1 9 . 2 4 2 . 0 %

0 . . ,
C A D

C )-

1 9 7 1 1 1 5 , 6 3 6 5 4 , 4 5 5 6 1 , 1 8 1 4 9 , 7 2 2 1 1 , 4 5 9 1 . 4 3 . 2 7 1 . 4 %

1 9 7 2 1 8 5 , 5 9 8 8 9 , 2 0 0 9 6 , 3 9 8 8 1 , 7 7 0 1 4 , 6 2 8 2 . 1 7 . 3 3 1 . 5 %

1 9 7 3 2 4 0 , 6 8 5 1 1 5 , 0 0 0 1 2 5 , 6 8 5 1 0 2 , 9 4 8 2 2 , 7 3 7 2 . 7 6 . 5 0 2 . 7 %

1 9 7 4 2 0 6 , 3 5 8 9 9 , 0 0 0 1 0 7 , 3 5 8 7 5 , 6 2 8 3 1 , 7 3 0 2 . 3 0 . 6 8 4 . 3 %

1 9 7 5 2 2 5 , 1 5 8 1 1 0 , 2 0 0 1 1 4 , 9 5 8 7 8 , 4 0 7 3 6 , 5 5 1 2 . 4 2 . 7 7 4 . 8 %

1 9 7 6 2 4 3 , 9 1 4 1 1 7 , 1 0 0 1 2 6 , 8 1 4 8 4 , 2 0 0 4 2 , 6 1 4 2 . 6 2 . 8 8 5 . 7 %

T O T A L 1 , 2 6 4 , 8 4 1 6 0 9 , 3 4 0 6 5 5 , 5 0 1 4 8 1 , 8 8 9 1 7 3 , 6 1 2

* B a s e d o n d i v i d e n d s p a i d p e r s h a r e a n d m i d p o i n t b e t w e e n y e a r ' s h i g h a n d l o w s t o c k p r i c e .
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t o i n v e s t i n n e w mo r t g a g e s . Ev e n a f t e r s e v e r a l s u c c e s s i v e

i n c r e a s e s i n F NMA' s d i v i d e n d , i t s s t o c k h o l d e r s a r e a t t h i s

t i me r e c e i v i n g a r e t u r n o f 6 . 2 5 p e r c e n t a s s u mi n g a $ 1 6

p e r s h a r e s t o c k p r i c e , a s c o mp a r e d wi t h a 6 . 5 p e r c e n t

r e t u r n i f t h e y we r e t o p u t t h e mo n e y i n a o n e y e a r s a v i n g s

c e r t i f i c a t e a t a l o c a l s a v i n g s a n d l o a n a s s o c i a t i o n wh e r e

t h e r e wo u l d b e n o r i s k o f l o s s o f i n v e s t me n t .

F r o m t h e s t a n d p o i n t o f a n i n v e s t o r i n F NMA s t o c k , t h e

r e t u r n o v e r t h e y e a r s h a s n o t b e e n h i g h . I n a d d i t i o n t o

r e c e i v i n g o n l y 1 4 p e r c e n t o f p r e - t a x e a r n i n g s i n d i v i d e n d s ,

t h e s t o c k h o l d e r s h a v e h a d n o a p p r e c i a t i o n i n v a l u e i n t h e

l a s t f i v e y e a r s . Th e ma r k e t p r i c e o f t h e s t o c k i s j u s t

a b o u t t h e s a me n o w a s i t wa s t h e n o n a n e q u i v a l e n t b a s i s .

Th i s r e l a t i v e l y l o w c u r r e n t d i v i d e n d y i e l d i s , h o we v e r ,

o n l y o n e o f s e v e r a l f a c t o r s t h a t a p r u d e n t i n v e s t o r wo u l d

n o r ma l l y t a k e i n t o a c c o u n t i n e v a l u a t i n g t h e d e s i r a b i l i t y

o f b u y i n g o r h o l d i n g t h e c o r p o r a t i o n ' s s t o c k . An o t h e r

r e l e v a n t f a c t o r i s p r o f i t a b i l i t y , o n e c o n v e n i e n t me a s u r e

o f wh i c h i s t h e r e t u r n o n s t o c k h o l d e r s ' e q u i t y , c o mmo n l y

d e f i n e d a s t h e a f t e r - t a x i n c o me f o r a n y g i v e n y e a r e x p r e s s e d

a s a p e r c e n t a g e o f t h e a v e r a g e a mo u n t o f e q u i t y o u t s t a n d i n g

f o r t h a t y e a r . Th i s r e t u r n h a s a v e r a g e d 1 4 . 3 p e r c e n t f o r

t h e c a l e n d a r y e a r s 1 9 6 9 t h r o u g h 1 9 7 6 .

A t h i r d f a c t o r wh i c h p r u d e n t i n v e s t o r s wo u l d n o r ma l l y

c o n s i d e r i n e v a l u a t i n g t h e d e s i r a b i l i t y o f b u y i n g o r
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h o l d i n g t h e c o r p o r a t i o n ' s s t o c k i s r e g u l a r i t y o f e a r n i n g s .

I n v e s t o r s v a l u e r e g u l a r i t y o f e a r n i n g s a n d t e n d t o a c c e p t

a l o we r r e t u r n o n e q u i t y t h a n t h e y wo u l d o t h e r wi s e d e ma n d

i f t h e y b e l i e v e , o n t h e b a s i s o f p a s t h i s t o r y , t h a t a

s t e a d y r e t u r n i s r e a s o n a b l y p r e d i c t a b l e . I n t h e c a s e o f

F NMA, t h e r e t u r n o n e q u i t y h a s v a r i e d f r o m a l o w o f 2

p e r c e n t i n 1 9 7 0 t o a h i g h o f 2 0 . 3 p e r c e n t i n 1 9 7 3 . I n

1 9 7 5 a n d 1 9 7 6 t h e r a t e wa s 1 4 . 1 p e r c e n t a n d 1 3 . 8 p e r c e n t ,

r e s p e c t i v e l y .

A f o u r t h f a c t o r wh i c h p r u d e n t i n v e s t o r s wi l l c o n -

s i d e r i s t h e d e g r e e o f r i s k i n v o l v e d i n s t o c k o wn e r s h i p .

Th e r e i s a r e l a t i v e l y h i g h e l e me n t o f r i s k i n t h e wa y

t h a t FNMA' s c a p i t a l s t r u c t u r e i s l e v e r a g e d . Th a t i s , t h e

c o r p o r a t i o n h a s a r e l a t i v e l y h i g h r a t i o o f d e b t t o e q u i t y

a s c o mp a r e d wi t h a n y o t h e r l a r g e c o r p o r a t i o n . Wh e n t h e r e

i s a n i n c r e a s e i n t h e a mo u n t b y wh i c h g r o s s r e v e n u e s

e x c e e d g r o s s e x p e n s e s , t h e g r e a t e r l e v e r a g e p r o d u c e s a

l a r g e r p r o f i t p e r d o l l a r o f e q u i t y i n v e s t e d s i mp l y b e c a u s e

t h e r e a r e f e we r d o l l a r s o f e q u i t y c a p i t a l a mo n g wh i c h t h e

i n c r e a s e d p r o f i t s a r e d i v i d e d . Bu t , c o n v e r s e l y , h i g h e r

l o s s e s ma g n i f y t h e e f f e c t o f u n f a v o r a b l e s p r e a d s b e t we e n

g r o s s i n c o me a n d g r o s s e x p e n s e s b e c a u s e t h e l o s s e s f a l l

o n a n a r r o we r e q u i t y b a s e .

Af t e r t a k i n g i n t o a c c o u n t F NMA' s r e l a t i v e l y l o w c u r -

r e n t d i v i d e n d r a t e , t h e r e c o r d o f f l u c t u a t i o n i n e a r n i n g s ,

•
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a n d t h e d e g r e e o f l e v e r a g e ( wi t h a t t e n d a n t r i s k ) i n t h e

c o r p o r a t i o n ' s c a p i t a l s t r u c t u r e , t h e ma n a g e me n t o f t h e

c o r p o r a t i o n h a s c o r i c l ud e d t h a t i t s p r o f i t a b i l i t y d u r i n g

r e c e n t y e a r s wa s r e a s o n a b l e t o e n a b l e t h e c o r p o r a t i o n t o

c o mp e t e f o r t h e f u n d s n e e d e d i n o r d e r t o e n a b l e i t t o

c a r r y o u t t h e mi s s i o n a s s i g n e d t o i t b y t h e Ch a r t e r Ac t .

Th i s c o n c l u s i o n wa s r e i n f o r c e d wh e n o u r p r o f e s s i o n a l

s t a f f , i n c o o p e r a t i o n wi t h o t h e r f i n a n c i a l e x p e r t s , l o o k e d

i n t o t h e p a t t e r n o f r e t u r n a mo n g o t h e r f i n a n c i a l c o r p o r a t i o n s

a n d a mo n g i n d u s t r i a l c o r p o r a t i o n s . F NMA' s r e t u r n wa s f o u n d

t o b e c o n s i s t e n t wi t h t h a t p a t t e r n .

A f a i r r e t u r n t o e q u i t y i n v e s t o r s - - c o mp e t i t i v e wi t h

t h e r e t u r n a v a i l a b l e t o t h e m f r o m o t h e r i n v e s t me n t s i n v o l v -

i n g s i mi l a r r i s k - - i s v i t a l t o t h e c o r p o r a t i o n ' s mi s s i o n

b e c a u s e i t s a b i l i t y t o b o r r o w l a r g e a d d i t i o n a l f u n d s i s

d i r e c t l y d e p e n d e n t o n i t s a b i l i t y t o a t t r a c t e q u i t y i n v e s t -

me n t . Th i s d e p e n d e n c y a r i s e s b o t h a s a ma t t e r o f l a w ( t h e

s t a t u t o r y a n d r e g u l a t o r y l i mi t a t i o n s o n t h e d e b t - t o - c a p i t a l

r a t i o ) a n d a s a ma t t e r o f e c o n o mi c s ( t h e u n wi l l i n g n e s s o f

l e n d e r s t o l e n d t o a n u n d e r c a p i t a l i z e d o r u n p r o f i t a b l e

b o r r o we r ) . Wi t h o u t t h e s u b s t a n t i a l p r i o r g r o wt h i n F NMA' s

e q u i t y b a s e , t h e c o r p o r a t i o n c o u l d n o t h a v e b o r r o we d a t

r e a s o n a b l e i n t e r e s t r a t e s t h e l a r g e s u ms o f mo n e y n e e d e d

d u r i n g t h e 1 9 6 9 - 1 9 7 0 c r e d i t c r u n c h a n d a g a i n i n 1 9 7 4 t o

e n a b l e i t t o s u p p o r t t h e r e s i d e n t i a l mo r t g a g e ma r k e t .
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F o r e x a mp l e , i n 1 9 7 4 , F NMA ma r k e t e d $ 6 . 6 b i l l i o n i n

d e b e n t u r e s a n d $ 6 . 4 b i l l i o n i n s h o r t - t e r m d i s c o u n t n o t e s .

De s p i t e t h e ma g n i t u d e o f t h e s e o f f e r i n g s , t h e s e c u r i t i e s

we r e r e a d i l y a c c e p t e d b y t h e ma r k e t . Th i s b o r r o wi n g ma d e

p o s s i b l e t h e r e f i n a n c i n g o f e x p i r i n g e x i s t i n g d e b t a n d

t h e p u r c h a s e o f o v e r $ 7 b i l l i o n o f mo r t g a g e s a n d l o a n s i n

a y e a r wh e n t h e h o u s i n g i n d u s t r y wa s b e s e t b y p e r s i s t e n t l y

h i g h i n t e r e s t r a t e s , s e v e r e c r e d i t s h o r t a g e s a n d a s h a t t e r i n g l y

s e v e r e d r o p i n h o u s i n g p r o d u c t i o n .

Un l e s s t h e c o r p o r a t i o n ' s s t o c k h o l d e r s r e c e i v e a f a i r

r e t u r n , t a k i n g i n t o c o n s i d e r a t i o n t h e i r a l t e r n a t i v e i n v e s t -

me n t o p p o r t u n i t i e s , F NMA c a n n o t c o n t i n u e t o s e r v e t h e h o u s i n g

i n d u s t r y a n d t h e h o u s i n g c o n s u me r i n t h e ma n n e r t h a t h a s

c h a r a c t e r i z e d i t s p a s t s e r v i c e s i n c e i t s t r a n s i t i o n t o p r i -

v a t e s t a t u s . No r c o u l d t h i s l e v e l o f s e r v i c e h a v e b e e n

a t t a i n e d b y a g o v e r n me n t a l a g e n c y wh o s e f l e x i b i l i t y o f

a c t i o n wa s r e s t r i c t e d b y F e d e r a l b u d g e t a r y r e s t r a i n t s .

Lo o k i n g t o t h e f u t u r e , i t i s q u i t e p o s s i b l e t h a t

s e v e r a l f a v o r a b l e d e v e l o p me n t s wi l l c o mb i n e t o p e r mi t

F NMA t o o b t a i n t h e e q u i t y a n d d e b t c a p i t a l i t n e e d s wh i l e

p a y i n g a l o we r r e t u r n o n e q u i t y t h a n i t i s n o w p a y i n g .

S u c h f a v o r a b l e d e v e l o p me n t s c o u l d i n c l u d e a g e n e r a l d r o p

i n i n t e r e s t r a t e s , c o n s i s t e n c y i n t h e l e v e l o f F NMA' s

e a r n i n g s , a f u r t h e r l o we r i n g o f F NMA' s d e b t - t o - e q u i t y

r a t i o , a n d e i t h e r ma i n t e n a n c e o r l e n g t h e n i n g o f t h e r e c e n t l y
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i n c r e a s e d a v e r a g e ma t u r i t y o f F NMA' s d e b t . I d o n o t ,

h o we v e r , me a n t o ma k e a n y p r e d i c t i o n s a s t o t h e f u t u r e .

S t o c k h o l d e r P r o f i l e - - F NMA h a s a b o u t 3 5 , 0 0 0 s t o c k h o l d e r s .

As o f De c e mb e r 3 1 , 1 9 7 6 , F NMA h a d 4 9 . 8 mi l l i o n s h a r e s o f

i t s s t o c k o u t s t a n d i n g , h e l d a s f o l l o ws :

No mi n e e s * 4 6 . 4 %

Br o k e r s a n d De p o s i t o r i e s 1 7 . 4 %

Mo r t g a g e Ba n k e r s 2 2 . 9 %

I n d i v i d u a l s a n d Ot h e r s 1 3 . 3 %

Th e c o r p o r a t i o n ' s s t o c k h o l d e r s c o v e r a b r o a d c r o s s s e c t i o n

o f t h e i n v e s t me n t c o mmu n i t y . F NMA k n o ws o f mo r e t h a n o n e

h u n d r e d f i f t y p e n s i o n , r e t i r e me n t a n d p r o f i t s h a r i n g p l a n s ,

r e p r e s e n t i n g mo r e t h a n 4 , 5 0 0 , 0 0 0 s h a r e s o f s t o c k . S o me

o f t h e s e s h a r e h o l d e r s a r e a mo n g F NMA' s l a r g e s t .

I t i s s i g n i f i c a n t t h a t t h e mo r t g a g e l e n d e r s h o l d

a b o u t 2 5 p e r c e n t mo r e s t o c k t h a n i s r e q u i r e d u n d e r t h e

c o r p o r a t i o n ' s s t o c k r e t e n t i o n r e q u i r e me n t s .

Th e o wn e r s h i p o f F NMA' s c o n v e r t i b l e d e b e n t u r e s a s o f

No v e mb e r 2 9 , 1 9 7 6 , i s a s f o l l o ws :

1 2 4 Br o k e r s a n d S e c u r i t y De a l e r s - $ 4 1 . 6 mi l l i o n

3 8 6 No mi n e e s * 1 4 3 . 2 mi l l i o n

* Th i s r e f e r s t o s t o c k h e l d i n t h e n a me o f a l e g a l e n t i t y ,
u s u a l l y a p a r t n e r s h i p , f o r t h e b e n e f i t o f o t h e r u n i d e n t i f i e d
i n d i v i d u a l s o r i n s t i t u t i o n s . By a n d l a r g e , c o r p o r a t i o n s
a r e u n a b l e t o d e t e r mi n e t h e i d e n t i t y o f t h e a c t u a l o wn e r s
o f s t o c k h e l d b y n o mi n e e s .
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F o r e x a mp l e , i n 1 9 7 4 , F NMA ma r k e t e d $ 6 . 6 b i l l i o n i n

d e b e n t u r e s a n d $ 6 . 4 b i l l i o n i n s h o r t - t e r m d i s c o u n t n o t e s .

De s p i t e t h e ma g n i t u d e o f t h e s e o f f e r i n g s , t h e s e c u r i t i e s

we r e r e a d i l y a c c e p t e d b y t h e ma r k e t . Th i s b o r r o wi n g ma d e

p o s s i b l e t h e r e f i n a n c i n g o f e x p i r i n g e x i s t i n g d e b t a n d

t h e p u r c h a s e o f o v e r $ 7 b i l l i o n o f mo r t g a g e s a n d l o a n s i n

a y e a r wh e n t h e h o u s i n g i n d u s t r y wa s b e s e t b y p e r s i s t e n t l y

h i g h i n t e r e s t r a t e s , s e v e r e c r e d i t s h o r t a g e s a n d a s h a t t e r i n g l y

s e v e r e d r o p i n h o u s i n g p r o d u c t i o n .

Un l e s s t h e c o r p o r a t i o n ' s s t o c k h o l d e r s r e c e i v e a f a i r

r e t u r n , t a k i n g i n t o c o n s i d e r a t i o n t h e i r a l t e r n a t i v e i n v e s t -

me n t o p p o r t u n i t i e s , F NMA c a n n o t c o n t i n u e t o s e r v e t h e h o u s i n g

i n d u s t r y a n d t h e h o u s i n g c o n s u me r i n t h e ma n n e r t h a t h a s

c h a r a c t e r i z e d i t s p a s t s e r v i c e s i n c e i t s t r a n s i t i o n t o p r i -

v a t e s t a t u s . No r c o u l d t h i s l e v e l o f s e r v i c e h a v e b e e n

a t t a i n e d b y a g o v e r n me n t a l a g e n c y wh o s e f l e x i b i l i t y o f

a c t i o n wa s r e s t r i c t e d b y F e d e r a l b u d g e t a r y r e s t r a i n t s .

Lo o k i n g t o t h e f u t u r e , i t i s q u i t e p o s s i b l e t h a t

s e v e r a l f a v o r a b l e d e v e l o p me n t s wi l l c o mb i n e t o p e r mi t

F NMA t o o b t a i n t h e e q u i t y a n d d e b t c a p i t a l i t n e e d s wh i l e

p a y i n g a l o we r r e t u r n o n e q u i t y t h a n i t i s n o w p a y i n g .

S u c h f a v o r a b l e d e v e l o p me n t s c o u l d i n c l u d e a g e n e r a l d r o p

i n i n t e r e s t r a t e s , c o n s i s t e n c y i n t h e l e v e l o f F NMA' s

e a r n i n g s , a f u r t h e r l o we r i n g o f F NMA' s d e b t - t o - e q u i t y

r a t i o , a n d e i t h e r ma i n t e n a n c e o r l e n g t h e n i n g o f t h e r e c e n t l y
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i n c r e a s e d a v e r a g e ma t u r i t y o f F NMA' s d e b t . I d o n o t ,

h o we v e r , me a n t o ma k e a n y p r e d i c t i o n s a s t o t h e f u t u r e .

S t o c k h o l d e r P r o f i l e - - F NMA h a s a b o u t 3 5 , 0 0 0 s t o c k h o l d e r s .

As o f De c e mb e r 3 1 , 1 9 7 6 , F NMA h a d 4 9 . 8 mi l l i o n s h a r e s o f

i t s s t o c k o u t s t a n d i n g , h e l d a s f o l l o ws :

No mi n e e s * 4 6 . 4 %

Br o k e r s a n d De p o s i t o r i e s 1 7 . 4 %

Mo r t g a g e Ba n k e r s 2 2 . 9 %

I n d i v i d u a l s a n d Ot h e r s 1 3 . 3 %

Th e c o r p o r a t i o n ' s s t o c k h o l d e r s c o v e r a b r o a d c r o s s s e c t i o n

o f t h e i n v e s t me n t c o mmu n i t y . F NMA k n o ws o f mo r e t h a n o n e

h u n d r e d f i f t y p e n s i o n , r e t i r e me n t a n d p r o f i t s h a r i n g p l a n s ,

r e p r e s e n t i n g mo r e t h a n 4 , 5 0 0 , 0 0 0 s h a r e s o f s t o c k . S o me

o f t h e s e s h a r e h o l d e r s a r e a mo n g F NMA' s l a r g e s t .

I t i s s i g n i f i c a n t t h a t t h e mo r t g a g e l e n d e r s h o l d

a b o u t 2 5 p e r c e n t mo r e s t o c k t h a n i s r e q u i r e d u n d e r t h e

c o r p o r a t i o n ' s s t o c k r e t e n t i o n r e q u i r e me n t s .

Th e o wn e r s h i p o f F NMA' s c o n v e r t i b l e d e b e n t u r e s a s o f

No v e mb e r 2 9 , 1 9 7 6 , i s a s f o l l o ws :

1 2 4 Br o k e r s a n d S e c u r i t y De a l e r s $ 4 1 . 6 mi l l i o n

3 8 6 No mi n e e s * 1 4 3 . 2 mi l l i o n

* Th i s r e f e r s t o s t o c k h e l d i n t h e n a me o f a l e g a l e n t i t y ,
u s u a l l y a p a r t n e r s h i p , f o r t h e b e n e f i t o f o t h e r u n i d e n t i f i e d
i n d i v i d u a l s o r i n s t i t u t i o n s . By a n d l a r g e , c o r p o r a t i o n s
a r e u n a b l e t o d e t e r mi n e t h e i d e n t i t y o f t h e a c t u a l o wn e r s
o f s t o c k h e l d b y n o mi n e e s .
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4 2 P e n s i o n a n d P r o f i t S h a r i n g F u n d s $ 7 . 1 mi l l i o n

2 0 Co mme r c i a l Ba n k s 3 . 6 mi l l i o n

6 S a v i n g s Ba n k s 8 . 8 mi l l i o n

1 , 0 1 6 I n d i v i d u a l s a n d Ot h e r s 1 8 . 0 mi l l i o n

$ 2 2 2 . 3 mi l l i o n

S t o c k Ma r k e t Tr a d i n g - - I n t h e e a r l y mo n t h s f o l l o wi n g F NMA' s

t r a n s i t i o n t o p r i v a t e s t a t u s a n d e v e n a f t e r t h e c o r p o r a -

t i o n ' s l i s t i n g o n t h e Ne w Yo r k S t o c k Ex c h a n g e , i t s s t o c k

a c q u i r e d a r e p u t a t i o n f o r i n s t a b i l i t y . Tr a d i n g v o l u me s

we r e h i g h a n d p r i c e s f l u c t u a t e d wi d e l y . Th e h e a v y v o l u me

o f t r a d i n g i n t h e s t o c k s e e me d t o b e d u e l a r g e l y t o F NMA' s

e x e mp t i o n f r o m S EC r e g u l a t i o n s wh i c h a l s o e x e mp t e d i t f r o m

t h e ma r g i n r e q u i r e me n t s a p p l i c a b l e t o o t h e r l i s t e d s t o c k s .

F NMA wa s o f t h e v i e w t h a t i t wa s i n a p p r o p r i a t e f o r t h e

s t o c k o f a c o r p o r a t i o n c h a r t e r e d b y t h e Un i t e d S t a t e s

Co n g r e s s t o b e a v e h i c l e f o r s p e c u l a t i o n . I t a s k e d t h e

Ne w Yo r k S t o c k Ex c h a n g e t o i n c r e a s e t h e ma r g i n r e q u i r e me n t

t o ma k e i t c o i n c i d e wi t h t h a t f o r o t h e r s t o c k s . Th e c h a n g e

wa s ma d e , a n d t h i s h a s b e e n a f a c t o r i n b u i l d i n g i n v e s t o r

c o n f i d e n c e i n t h e c o r p o r a t i o n .

Th e f a c t s c o n c e r n i n g t h e s t o c k ' s t r a d i n g r a n g e s a r e

s h o wn i n t h e t a b l e o n t h e f o l l o wi n g p a g e , wi t h e a r l i e r

f i g u r e s h a v i n g b e e n a d j u s t e d t o r e f l e c t t h e t wo f o u r - f o r -

o n e s t o c k s p l i t s s i n c e J u n e o f 1 9 7 0 .
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Ye a r Hi g h Lo w

1 9 6 9 1 5 3 / 8 7 1 / 4

1 9 7 0 1 6 7 / 8 7 5 / 8

1 9 7 1 2 5 1 / 8 1 3 3 / 4

1 9 7 2 2 7 1 / 4 1 7 1 / 2

1 9 7 3 2 3 1 / 2 1 3 1 / 2

1 9 7 4 2 0 3 / 4 1 1 1 / 8

1 9 7 5 1 9 7 / 8 1 2

1 9 7 6 1 7 3 / 8 1 3 1 / 4

Amo n g t h e mo r e t h a n 1 , 5 0 0 c o mp a n i e s l i s t e d o n t h e Ne w

Yo r k S t o c k Ex c h a n g e , FNMA' s " r a n k i n g " i n t h e v o l u me o f s h a r e s

t r a d e d i s s h o wn i n t h e f o l l o wi n g t a b l e :

Ye a r Ra n k i n g S h a r e s Tr a d e d

1 9 7 0 * 1 7 t h 1 2 , 9 2 1 , 1 0 0

1 9 7 1 3 r d 2 3 , 4 3 6 , 1 0 0

1 9 7 2 4 t h 2 5 , 7 6 0 , 3 0 0

1 9 7 3 5 t h 2 4 , 2 8 3 , 6 0 0

1 9 7 4 2 2 n d 1 4 , 1 9 8 , 8 0 0

1 9 7 5 2 1 s t 1 8 , 8 2 6 , 9 0 0

1 9 7 6 3 0 t h 1 7 , 7 2 8 , 4 0 0

* F i r s t Ye a r Li s t e d

8 6 - 0 8 5 0 - 7 7 - pt . 3 - 3 2

%
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GOVERNMENT RELATI ONS HI P

I n t h e 1 9 6 8 Ac t , t h e Co n g r e s s r e c o g n i z e d t h e n e e d

f o r a c o n t i n u i n g r e l a t i o n s h i p b e t we e n F NMA a n d t h e g o v e r n -

me n t . Th i s r e l a t i o n s h i p , wh i c h ma k e s F NMA u n i q u e i n t h e

h i s t o r y o f Ame r i c a n b u s i n e s s , i s d e v e l o p e d i n t h e Ch a r t e r

Ac t i n a n u mb e r o f wa y s :

- - F i v e o f F NMA' s f i f t e e n d i r e c t o r s a r e a p p o i n t e d

a n n u a l l y b y t h e P r e s i d e n t o f t h e Un i t e d S t a t e s .

- - Th e S e c r e t a r y o f Ho u s i n g a n d Ur b a n De v e l o p me n t

i s g i v e n " g e n e r a l r e g u l a t o r y p o we r " o v e r F NMA.

- - T h e S e c r e t a r y s e t s F NMA' s d e b t l i mi t a n d i t s

r a t i o o f d e b t t o c a p i t a l .

- - Th e S e c r e t a r y ma y r e q u i r e t h a t a r e a s o n a b l e p o r -

t i o n o f mo r t g a g e p u r c h a s e s b e r e l a t e d t o t h e n a t i o n a l

g o a l o f p r o v i d i n g a d e q u a t e h o u s i n g f o r l o w- a n d

mo d e r a t e - i n c o me f a mi l i e s , b u t wi t h " a r e a s o n a b l e

e c o n o mi c r e t u r n t o t h e c o r p o r a t i o n . "

Th e Co n g r e s s i n t h e 1 9 6 8 Ac t a l s o r e t a i n e d t h e l o n g -

s t a n d i n g p r o v i s i o n a u t h o r i z i n g t h e S e c r e t a r y o f t h e Tr e a -

s u r y , i n h i s d i s c r e t i o n , t o b u y F NMA o b l i g a t i o n s , i f n e c e s -

s a r y , u p t o a ma x i mu m o u t s t a n d i n g a t a n y o n e t i me o f $ 2 . 2 5

b i l l i o n . I n t h e p a s t , wh e n F NMA wa s mu c h s ma l l e r , t h i s

a u t h o r i t y wa s v e r y i mp o r t a n t t o t h e c o r p o r a t i o n ' s c r e d i t

s t a n d i n g . I n 1 9 5 7 , wh e n t h e Co n g r e s s i n c r e a s e d t h e S e c r e t a r y ' s

p u r c h a s e a u t h o r i t y f r o m $ 1 b i l l i o n t o $ 2 . 2 5 b i l l i o n , F NMA' s
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o u t s t a n d i n g d e b t wa s a l i t t l e o v e r $ 1 b i l l i o n a s c o mp a r e d

t o t h e $ 3 0 . 6 b i l l i o n o u t s t a n d i n g a t t h e e n d o f De c e mb e r

1 9 7 6 . Th e a u t h o r i z a t i o n n o w p r o v i d e s mu c h l e s s o f a

b e n e f i t i n v i e w o f t h e mu c h g r e a t e r d e b t , e s p e c i a l l y s i n c e

t h e c r e d i t i s a v a i l a b l e o n l y a t t h e d i s c r e t i o n o f t h e

S e c r e t a r y o f t h e Tr e a s u r y .

Th e Ho u s e Co mmi t t e e Re p o r t o n t h e 1 9 6 8 l e g i s l a t i o n

n o t e s :

" Th e e x i s t e n c e o f t h i s ( Tr e a s u r y ) b a c k s t o p a u t h o r i t y ,

wh i c h i s s i mi l a r t o t h a t o f t h e F e d e r a l h o me l o a n b a n k s ,

wo u l d t e n d t o e n h a n c e t h e c o r p o r a t i o n ' s c r e d i t s t a n d i n g

a n d wo u l d c o n s t i t u t e Go v e r n me n t r e c o g n i t i o n o f t h e s i g -

n i f i c a n c e o f t h e c o r p o r a t i o n ' s o p e r a t i o n s t o t h e n a t i o n a l

i n t e r e s t a s p e c t s o f t h e mo r t g a g e f i n a n c i n g i n d u s t r y . "

( Re p o r t , p . 7 0 )

Th i s a u t h o r i t y h a s n o t b e e n u s e d s i n c e 1 9 6 9 wh e n

F NMA wa s s t i l l i n t r a n s i t i o n t o t h e p r i v a t e s t a t u s i t

a c h i e v e d i n Ma y 1 9 7 0 .

F NMA- GNMA Re l a t i o n s h i p s - - Th e 1 9 6 8 Ho u s i n g Ac t a u t h o r i z e d

a n i n t e r c o r p o r a t e a g r e e me n t b e t we e n FNMA a n d GNMA. I n

a c c o r d wi t h t h e a g r e e me n t , F NMA h a s p r o v i d e d a wi d e r a n g e

o f s e r v i c e s f o r GNMA a n d h a s b e e n a b l e t o i mp l e me n t a n u mb e r

o f GNMA p r o g r a ms i n mu c h l e s s t i me t h a n wo u l d h a v e b e e n

t h e c a s e h a d n o t FNMA h a d t h e f l e x i b i l i t y a n d p r o f e s s i o n a l

s t a f f , i n c l u d i n g f i e l d s t a f f , t o mo v e q u i c k l y .
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Th e r e a r e e s s e n t i a l l y t wo a s p e c t s t o t h e FNMA- GNMA

r e l a t i o n s h i p .

On e d e a l s wi t h F NMA a s a p r o v i d e r o f s e r v i c e s t o

GNMA. FNMA p r o v i d e s t h e s t a f f , t h e o f f i c e s p a c e , t h e

c o mmu n i c a t i o n s n e t wo r k , t h e c o mp u t e r s u p p o r t a n d t h e

e n t i r e a d mi n i s t r a t i v e c a p a b i l i t y t o c a r r y o u t GNMA' s

mo r t g a g e p u r c h a s e p r o g r a ms , e x c e p t mo r t g a g e - b a c k e d

s e c u r i t i e s . Th i s s e r v i c e wa s b e g u n s o o n a f t e r t h e p a s s a g e

o f t h e 1 9 6 8 Ho u s i n g Ac t a n d c o n t i n u e s t o d a y .

Th e o t h e r a s p e c t t o t h e F NMA- GNMA r e l a t i o n s h i p

r e l a t e s t o FNMA' s r o l e a s a r i s k t a k e r a n d a p r o v i d e r

o f f u n d s . I t i s i n t h i s a r e a t h a t t h e s o - c a l l e d " t a n d e m

p l a n s " we r e d e v e l o p e d a n d i t wa s t h r o u g h t h e s e p l a n s

t h a t t h e Fe d e r a l g o v e r n me n t wa s a b l e t o g e n e r a t e s u b -

s t a n t i a l v o l u me s o f h o u s i n g a c t i v i t y i n t h e e a r l y 1 9 7 0 s

wi t h mi n i ma l o u t l a y s o f F e d e r a l d o l l a r s , a n d mi n i mu m

i mp a c t o n t h e b u d g e t .

Un d e r t h e s e p l a n s , n o w n o l o n g e r i n e f f e c t , GNMA

c o mmi t t e d i t s e l f t o b u y t h e mo r t g a g e s a t l e s s t h a n

ma r k e t i n t e r e s t r a t e s i n t h e e x p e c t a t i o n t h a t t h e y c o u l d

l a t e r b e s o l d t o FNMA o r o t h e r i n v e s t o r s a t a ma r k e t

y i e l d , wi t h GNMA a b s o r b i n g t h e l o s s .

Be g i n n i n g i n t h e f a l l o f 1 9 7 4 , t h e GNMA t a n d e m

o p e r a t i o n s we r e p h a s e d o u t . S i n c e t h e n , n e w GNMA h o u s i n g

p r o g r a ms h a v e f o r a l l p r a c t i c a l p u r p o s e s b e e n s o s t r u c t u r e d
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t h a t mo r t g a g e s we r e p u r c h a s e d wi t h a l l - F e d e r a l d o l l a r s .

Th e mo r t g a g e s h a v e b e e n h e l d b y GNMA a n d t h e n s o l d b y

a n y o n e o f a n u mb e r o f s a l e s t e c h n i q u e s .

I n Oc t o b e r 1 9 7 4 , t h e Co n g r e s s a p p r o v e d f o r t h e

f i r s t t i me t h e p u r c h a s e o f c o n v e n t i o n a l mo r t g a g e s a t

b e l o w ma r k e t i n t e r e s t r a t e s b y GNMA. At t h e r e q u e s t o f

GNMA, a n d s u b j e c t t o i t s p o l i c y d i r e c t i o n , F NMA wa s a b l e

t o l a u n c h t h i s p r o g r a m wi t h i n a b o u t t e n d a y s a f t e r t h e

l e g i s l a t i o n wa s s i g n e d i n t o l a w.

I n a l l , a p p r o x i ma t e l y $ 7 . 0 b i l l i o n we r e a l l o c a t e d

f o r t h e GNMA c o n v e n t i o n a l s i n g l e - f a mi l y p r o g r a m a n d

h a l f o f t h a t wa s a d mi n i s t e r e d b y F NMA. Be c a u s e o f F NMA' s

e x p e r t i s e a n d t h e q u a l i t y o f i t s u n d e r wr i t i n g , GNMA u s e d

F NMA' s u n d e r wr i t i n g s t a f f a n d u n d e r wr i t i n g s t a n d a r d s

a s t h e q u a l i t y b e n c h ma r k s f o r t h a t p o r t i o n o f i t s p r o g r a m

a d mi n i s t e r e d b y F NMA.

I n e f f e c t , GNMA s a i d : " I f i t ' s g o o d e n o u g h f o r

F NMA, i t ' s g o o d e n o u g h f o r u s . "

La t e r , wh e n GNMA b e g a n t o l i q u i d a t e t h e s e c o n v e n -

t i o n a l h o l d i n g s , F NMA r e s p o n d e d b y p u r c h a s i n g $ 1 . 7 b i l l i o n

i n n e g o t i a t e d p u r c h a s e s a f t e r GNMA' s e f f o r t s t o l i q u i d a t e

i t s h o l d i n g s b y o t h e r me a n s f e l l s h o r t o f i t s o b j e c t i v e s .

Th i s i s a n o t h e r e x a mp l e o f t h e c a p a b i l i t y o f t h e p r i v a t e

F NMA t o me e t t h e n a t i o n ' s h o u s i n g f i n a n c e n e e d s wh e n

c a l l e d u p o n t o d o s o .
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Th e GNMA c o n v e n t i o n a l p u r c h a s e s , a d d e d t o c o n v e n t i o n a l

mo r t g a g e s p u r c h a s e d u n d e r FNMA' s o wn p r o g r a ms , h a v e i n -

c r e a s e d i t s c o n v e n t i o n a l mo r t g a g e h o l d i n g s t o a p p r o x i ma t e l y

1 4 . 5 p e r c e n t o f i t s t o t a l p o r t f o l i o .

F NMA b e l i e v e s t h a t t h e t a n d e m p l a n c a n b e a f e a s i b l e

wa y f o r i t t o s u p p l e me n t t h e g o v e r n me n t ' s e f f o r t s t o

a s s i s t Ame r i c a n f a mi l i e s wi t h f i n a n c i n g t h e i r h o u s i n g

n e e d s a n d i t s t a n d s r e a d y t o wo r k t o t h a t e n d .

Th e t a b l e b e l o w s h o ws t h e v o l u me o f c o mmi t me n t s

i s s u e d b y FNMA f o r GNMA. I n s o me c a s e s , t h e c o mmi t me n t

i s s u a n c e s r e f l e c t o n l y a d mi n i s t r a t i v e p r o c e s s i n g , wi t h

n o r i s k o n FNMA' s p a r t . I n o t h e r s , t h e c o mmi t me n t s r e p r e -

s e n t a wi l l i n g n e s s o n FNMA' s p a r t t o a s s u me a r i s k f o r t h e

p u r c h a s e o f mo r t g a g e s u n d e r c o n d i t i o n s wh i c h c o u l d n o t

b e f o r e t o l d a t t h e t i me t h e c o mmi t me n t wa s i s s u e d .

Ye a r

( $ mi l l i o n )
Vo l u me o f Co mmi t me n t s

I s s u e d f o r GNMA

1 9 6 9 $ 6 2 3

1 9 7 0 4 1 7

1 9 7 1 4 , 6 9 2

1 9 7 2 5 , 4 7 8

1 9 7 3 2 , 7 4 8

1 9 7 4 7 , 3 1 1

1 9 7 5 5 , 7 0 8

1 9 7 6 3 , 0 8 1
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P e r f o r ma n c e Mo n i t o r i n g- - Th e p e r f o r ma n c e r e q u i r e me n t s f o r

F NMA a n d GNMA S e l l e r s a n d S e r v i c e r s a r e s p e c i f i e d i n t h e

F NMA a n d GNMA S e l l i n g a n d S e r v i c i n g c o n t r a c t s . F NMA

mo n i t o r s a d h e r e n c e t o t h e s e r e q u i r e me n t s b y r e v i e wi n g

v a r i o u s r e p o r t s s u b mi t t e d t o i t a n d b y v i s i t i n g t h e o f f i c e s

o f t h o s e wh o s e l l mo r t g a g e s t o i t ( S e l l e r s ) a n d t h e o f f i c e s

o f t h o s e wh o s e r v i c e mo r t g a g e s f o r i t ( S e r v i c e r s ) t o o b -

t a i n f i r s t h a n d i n f o r ma t i o n o f t h e i r o p e r a t i o n s a n d d i s -

c u s s a n y k n o wn p r o b l e ms . I n a d d i t i o n , p e r i o d i c a u d i t s

o f S e l l e r / S e r v i c e r p e r f o r ma n c e a r e p e r f o r me d b y t h e F NMA

Au d i t Di v i s i o n . Th e s e v i s i t s a n d a u d i t s r e v i e w t h e s e l l -

i n g o f mo r t g a g e s t o GNMA a n d s e r v i c i n g o f mo r t g a g e s o wn e d

b y GNMA a s we l l a s t h e F NMA mo r t g a g e s .

Au d i t d e f i c i e n c i e s o b s e r v e d a r e r e p o r t e d t o HUD,

VA a n d t h e S e l l e r / S e r v i c e r . F NMA r e q u i r e s t h a t a p p r o p r i a t e

c o r r e c t i v e a c t i o n b e t a k e n b y t h e S e l l e r / S e r v i c e r f o r e a c h

d e f i c i e n c y r e p o r t e d a n d ma y i mp o s e s a n c t i o n s s u c h a s

s u s p e n s i o n o r t e r mi n a t i o n o f s e l l i n g o r s e r v i c i n g p r i v i l e g e s

wh e n wa r r a n t e d .

I n n o i n s t a n c e d o e s F NMA s e t t h e p o l i c i e s f o r GNMA

p r o g r a ms , n o r , e x c e p t a s n o t e d a b o v e , mo n i t o r GNMA o p e r a t i o n s .

F NMA TAX S TATUS

As a g o v e r n me n t c o r p o r a t i o n f r o m 1 9 3 8 t o 1 9 5 4 , F NMA

wa s e x e mp t f r o m F e d e r a l i n c o me t a x . Un d e r t h e 1 9 5 4 l e g i s -

l a t i o n , F NMA b e c a me o b l i g a t e d t o ma k e a s o - c a l l e d " t a x
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e q u i v a l e n t " p a y me n t i n a n a mo u n t e q u a l t o t h e F e d e r a l

c o r p o r a t e i n c o me t a x e s wh i c h i t wo u l d h a v e h a d t o p a y o n

i t s s e c o n d a r y ma r k e t o p e r a t i o n s we r e i t s u b j e c t t o F e d -

e r a l i n c o me t a x . I n 1 9 6 8 , wh e n F NMA' s o wn e r s h i p b e c a me

e n t i r e l y p r i v a t e , i t wa s t r e a t e d f o r F e d e r a l i n c o me t a x

p u r p o s e s t h e s a me a s a n y o t h e r c o r p o r a t e t a x p a y e r .

F NMA h a s n o s p e c i a l i n c o me t a x t r e a t me n t s i mi l a r

t o t h e s p e c i a l b a d d e b t r e s e r v e t h a t i s a v a i l a b l e t o

o t h e r l o n g - t e r m mo r t g a g e i n v e s t o r s s u c h a s t h e t h r i f t

a n d b a n k i n g i n s t i t u t i o n s . F NMA n o w p r o v i d e s p a y me n t

f o r t a x e s a t a n e f f e c t i v e r a t e o f 4 8 p e r c e n t o f i t s e a r n -

i n g s . Th e t h r i f t i n s t i t u t i o n s ( s a v i n g s a n d l o a n a s s o c i a -

t i o n s a n d s a v i n g s b a n k s ) h a v e a n e f f e c t i v e t a x r a t e o f

a b o u t h a l f t h a t o f F NMA a n d t h e c o mme r c i a l b a n k s a n

e v e n l o we r r a t e .

On e o f t h e a r g u me n t s a d v a n c e d f o r d e n y i n g F NMA t h e

b e n e f i t s o f t a x c r e d i t s p r o p o s e d f o r o t h e r mo r t g a g e i n -

v e s t o r s i n v a r i o u s f i n a n c i a l i n s t i t u t i o n r e f o r m b i l l s

i s t h a t t h e c o r p o r a t i o n h a s a $ 2 . 2 5 b i l l i o n Tr e a s u r y b a c k -

s t o p . Th e F e d e r a l Ho me Lo a n Mo r t g a g e Co r p o r a t i o n , wh i c h

h a s s t a t u t o r y r e s p o n s i b i l i t i e s s i mi l a r t o F NMA, a n d - Wh i c h

h a s a c c e s s t o a l i n e o f c r e d i t a l mo s t t wi c e a s l a r g e

t h r o u g h i t s r e l a t i o n s h i p t o t h e F e d e r a l Ho me Lo a n Ba n k

Bo a r d , i s , h o we v e r , t o t a l l y e x e mp t f r o m F e d e r a l i n c o me

t a x e s . Th e s a v i n g s a n d l o a n a s s o c i a t i o n s h a v e a Tr e a s u r y

b a c k s t o p t h r o u g h t h e F e d e r a l Ho me Lo a n Ba n k Bo a r d , a n d

t h e n a t i o n a l b a n k s h a v e a c c e s s t o t h e F e d e r a l Re s e r v e .



2351

- 3 8 -

F NMA AND THE CAP I TAL MARKETS

F NMA' s mo r t g a g e a n d l o a n p o r t f o l i o h a s g r o wn f r o m

$ 7 . 2 b i l l i o n a t t h e e n d o f 1 9 6 8 t o $ 3 2 . 9 b i l l i o n a t

t h e e n d o f 1 9 7 6 . Th i s h a s b e e n a c h i e v e d wi t h o u t t h e

u s e o f F e d e r a l mo n e y a n d F NMA' s d e ma n d s o n t h e mo n e y

a n d c a p i t a l ma r k e t s h a v e d e c r e a s e d r e l a t i v e t o t h e o v e r -

a l l s i z e o f t h e ma r k e t . Th e l a r g e s t y e a r s o f F NMA p a r -

t i c i p a t i o n we r e 1 9 6 9 a n d 1 9 7 0 wh e n t h e n e t c h a n g e i n

F NMA d e b t r e p r e s e n t e d 4 . 2 a n d 5 . 0 p e r c e n t o f a l l n e t

n e w b o r r o wi n g s , b o t h p u b l i c a n d p r i v a t e . I n t h e p a s t

f i v e y e a r s , F NMA b o r r o wi n g s h a v e a v e r a g e d 1 . 7 p e r c e n t

o f t o t a l n e t p u b l i c a n d p r i v a t e b o r r o wi n g . I n 1 9 7 6 ,

h o we v e r , n e w F NMA d e b t r e p r e s e n t e d o n l y 0 . 3 p e r c e n t o f

t h e n e t i n c r e a s e i n t o t a l d e b t .

F NMA' s s h a r e o f a l l b o r r o wi n g s i n t h e e c o n o my a r e

s h o wn i n t h e t a b l e o n t h e n e x t p a g e .

F NMA AND THE MORTGAGE MARKET

F NMA d o e s n o t ma k e d i r e c t mo r t g a g e l o a n s . Ra t h e r ,

a s a s e c o n d a r y ma r k e t p u r c h a s e r , i t a c q u i r e s mo r t g a g e s

o r i g i n a t e d b y mo r t g a g e b a n k e r s , s a v i n g s a n d l o a n a s s o -

c i a t i o n s , mu t u a l s a v i n g s b a n k s , c o mme r c i a l b a n k s , a n d

o t h e r s . As o f De c e mb e r 1 9 7 6 , a p p r o x i ma t e l y 5 , 4 0 0 o r g a n i z a -

t i o n s t h a t o r i g i n a t e o r p u r c h a s e mo r t g a g e l o a n s we r e

e l i g i b l e t o s e l l t o F NMA.
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F NMA P a r t i c i p a t i o n i n t h e Ca p i t a l Ma r k e t

( Bi l l i o n s o f Do l l a r s a n d P e r c e n t )

Al l Ne t P u b l i c
a n d P r i v a t e

Bo r r o wi n g *

Ne t
F NMA

Bo r r o wi n g

%
F NMA
S h a r e

1 9 6 8 $ 9 8 . 3 $ 1 . 7 1 . 7

1 9 6 9 8 9 . 6 3 . 8 4 . 2

1 9 7 0 9 4 . 6 4 . 7 5 . 0

1 9 7 1 1 3 9 . 2 2 . 5 1 . 8

1 9 7 2 1 6 6 . 4 1 . 6 1 . 0

1 9 7 3 1 9 0 . 0 3 . 8 2 . 0

1 9 7 4 1 8 4 . 9 5 - 2 2 . 8

1 9 7 5 2 0 0 . 3 1 - 8 0 . 9

1 9 7 6 2 3 6 . 4 0 . 6 0 . 3

* F e d e r a l Re s e r v e F l o w o f F u n d s Pr e l i mi n a r y 3 r d Qu a r t e r 1 9 7 6
Es t i ma t e s
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Mo r t g a g e s e l i g i b l e f o r F NMA p u r c h a s e i n c l u d e t h o s e

i n s u r e d b y t h e F e d e r a l Ho u s i n g Ad mi n i s t r a t i o n , g u a r a n t e e d

b y t h e Ve t e r a n s Ad mi n i s t r a t i o n , a n d c o n v e n t i o n a l l y f i n a n c e d

s i n g l e - f a mi l y h o me l o a n s . F NMA' s p l a n n e d c o n v e n t i o n a l mu l t i f a mi l y

p r o g r a m i s d i s c u s s e d h e r e i n b e g i n n i n g o n p a g e 5 2 .

Mo r t g a g e P u r c h a s e S t a n d a r d s - - Th e q u a l i t y o f mo r t g a g e s t h a t

F NMA c a n b u y i s d i c t a t e d b y t h e Ch a r t e r Ac t , S e c . 3 0 4 ( a ) ( 1 )

r e q u i r e s t h a t i t s o p e r a t i o n s " s h a l l b e c o n f i n e d , s o f a r a s

p r a c t i c a b l e , t o mo r t g a g e s wh i c h a r e d e e me d b y t h e c o r p o r a -

t i o n t o b e o f s u c h q u a l i t y , t y p e , a n d c l a s s a s t o me e t ,

g e n e r a l l y , t h e p u r c h a s e s t a n d a r d s i mp o s e d b y p r i v a t e

i n s t i t u t i o n a l mo r t g a g e i n v e s t o r s . "

P u r c h a s e p r i c e s mu s t b e wi t h i n t h e r a n g e o f ma r k e t

p r i c e s .

F NMA' s Mo r t g a g e Li mi t s - - F NMA c a n a n d d o e s b u y i n t h e

s e c o n d a r y ma r k e t g o v e r n me n t - b a c k e d mo r t g a g e s a n d t h o s e

c o n v e n t i o n a l mo r t g a g e s h a v i n g a n u n p a i d p r i n c i p a l b a l a n c e

o f n o t mo r e t h a n $ 5 5 , 0 0 0 .

By p o l i c y , F NMA s e r v e s t h e mo d e r a t e - i n c o me s e c t o r

b y b u y i n g l o w d o wn p a y me n t mo r t g a g e s . I t d o e s s o e v e n

i n t i me s o f c r e d i t s t r i n g e n c y wh e n o t h e r p e r ma n e n t l e n d e r s

a r e r e t r e a t i n g t o mo r e c o n s e r v a t i v e l e n d i n g p o l i c i e s .

I n a s a mp l i n g o f t h e 2 , 5 0 0 l a r g e s t c o mme r c i a l b a n k s

a n d 3 5 0 l a r g e s t s a v i n g s a n d l o a n a s s o c i a t i o n s , c o n d u c t e d
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i n S e p t e mb e r a n d Oc t o b e r o f 1 9 7 6 , i t wa s f o u n d t h a t e v e n

i n t h a t t i me o f c r e d i t a v a i l a b i l i t y , 7 7 p e r c e n t o f t h e s e

i n s t i t u t i o n s r e q u i r e 2 0 p e r c e n t o r mo r e d o wn o n a ma j o r i t y

o f t h e i r h o me l o a n s . Wh i l e i t wa s e x p e c t e d t h a t t h e p e r -

c e n t a g e wo u l d b e h i g h , i t wa s n o t e x p e c t e d t o b e a s h i g h

a s t h a t .

I n p e r i o d s o f t i g h t mo n e y , o t h e r c o n v e n t i o n a l l e n d e r s

o f t e n r e q u i r e a s p e c i f i e d y i e l d f o r a n 8 0 % l o a n- t o - v a l u e

r a t i o l o a n a n d i n c r e a s i n g l y h i g h e r y i e l d s f o r l o a n - t o - v a l u e

r a t i o s u p t o 9 5 %. F NMA p u r c h a s e s c o n v e n t i o n a l mo r t g a g e s

o f i d e n t i c a l y i e l d s i r r e s p e c t i v e o f t h e l o a n- t o - v a l u e

r a t i o o r t i g h t mo n e y p e r i o d s . Al s o , o t h e r c o n v e n t i o n a l

l e n d e r s o f t e n r e f u s e t o ma k e l o a n s a b o v e s p e c i f i e d l o a n-

t o- v a l u e r a t i o s i n p e r i o d s o f t i g h t mo n e y .

An e x a mi n a t i o n o f t h e t a b l e wh i c h f o l l o ws i l l u s t r a t e s

FNMA' s r o l e i n f i n a n c i n g h o u s i n g f o r mo d e r a t e i n c o me

f a mi l i e s . A c o mp a r i s o n o f mo r t g a g e a mo u n t s wi t h s a l e s

p r i z e s i s n o t v a l i d f o r s t a t i s t i c a l p u r p o s e s , b u t t h e

r e l a t i o n s h i p p r o v i d e s s o me p e r s p e c t i v e o n wh a t t y p e o f

h o u s i n g i s b e i n g f i n a n c e d b y FNMA.

Av e r a g e F HA/ VA h o me mo r t -
g a g e p u r c h a s e d b y F NMA

Av e r a g e c o n v e n t i o n a l mo r t g a g e
p u r c h a s e d b y F NMA

Me d i a n s a l e s p r i c e c f
n e w h o me s , n a t i o n wi d e

Me d i a n s a l e s p r i c a t o f
e x i s t i n g h o me s , n a t i d n wi d e

1 9 7 4 1 9 7 5 1 9 7 6

$ 2 2 , 9 0 0 $ 2 5 , 1 0 0 $ 2 4 , 5 0 0

$ 2 7 , 8 0 0 $ 3 3 , 9 0 0 $ 3 4 , 3 0 0

$ 3 5 , 9 0 0 $ 3 9 , 3 0 0 $ 4 4 , 4 0 0

$ 3 2 , 0 0 0 $ 3 5 , 3 0 0 $ 3 8 , 1 0 0
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Th e F HA- VA p r o g r a ms p r i ma r i l y s e r v e t h e mo d e r a t e -

i n c o me s e g me n t o f t h e h o u s i n g ma r ' , 1 t a n d a s o f De c e mb e r

3 1 , 1 9 7 6 , a b o u t 8 5 p e r c e n t o f o u r $ 3 2 9 b i l l i o n p o r t f o l i o

o f mo r t g a g e s a n d l o a n s wa s i n F HA a n d VA mo r t g a g e s , b o t h

s u b s i d i z e d a n d n o n - s u b s i d i z e d . Th e q u e s t i o n a r i s e s :

I f F NMA h a d n o t b o u g h t t h e s e mo r t g a g e s , wo u l d t h e y h a v e

b e e n o r i g i n a t e d , a n d i f s o , wh o wo u l d h a v e b o u g h t t h e m?

Wh a t wo u l d t h e f a mi l i e s i n t h e s e u n i t s h a v e d o n e f o r

h o u s i n g i f F NMA h a d n o t p r o v i d e d t h e f i n a n c i n g o f s o me

$ 2 8 . 1 b i l l i o n ?

Th e F e d e r a l Ho me Lo a n Ba n k o f S a n F r a n c i s c o r e c e n t l y

p u b l i s h e d a n i n d e p e n d e n t s t u d y b y Dr . Le o Gr e b l e r , P r o -

f e s s o r Eme r i t u s a t t h e Un i v e r s i t y o f Ca l i f o r n i a a t Lo s

An g e l e s e n t i t l e d , " Th e Ro l e o f t h e P u b l i c Se c t o r i n

Re s i d e n t i a l F i n a n c i n g . " Dr . Gr e b l e r p o i n t s o u t t h a t F NMA

h a s b e e n p a r t i c u l a r l y i mp o r t a n t f o r F HA a n d VA p r o g r a ms .

F NMA, h e f i n d s , t o o k 6 5 p e r c e n t o f F HA- VA l o a n s i n 1 9 6 6 ,

5 6 p e r c e n t i n 1 9 6 9 , 5 0 p e r c e n t i n 1 9 7 0 a n d we l l o v e r 8 0

p e r c e n t i n 1 9 7 3 a n d 1 9 7 4 . He s t a t e s t h a t i n t h e l a t t e r

y e a r s , " p r i v a t e n e t l e n d i n g p r a c t i c a l l y c e a s e d . "

Mo r t g a g e a n d Lo a n P o r t f o l i o S t a t i s t c s - - A 7J r e a k d o wn o f

t h e F NMA mo r t g a g e a n d l o a n p o r t f o l i o a s - o f De c e mb e r 3 1 ,

1 9 7 6 i s i l l u s t r a t e d o n t h e f o l l o wi n g p a g e .
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Ho me Mo r t g a g e s

( Bi l l i o n s o f Do l l a r s )
S u b s i d i z e d * No n - S u b s i d i z e d To t a l

F HA $ 2 . 6 $ 1 0 . 3 $ 1 2 . 9

VA
9 . 2 9 . 2

Co n v e n t i o n a l
4 . 8 4 . 8

$ 2 . 6 $ 2 4 . 3 $ 2 6 . 9

P r o j e c t Mo r t g a g e s

F HA 4 . 9 1 . 1 6 . 0

To t a l Un p a i d P r i n c i p a l Ba l a n c e $ 7 . 5 $ 2 5 . 4 $ 3 2 . 9

P e r c e n t o f To t a l 2 3 % 7 7 % 1 0 0 %

* S u b s i d i z e d mo r t g a g e s c o n s i s t o f S e c t i o n 2 3 5 Ho me Mo r t g a g e s
a n d S e c t i o n s 2 2 1 ( d ) ( 3 ) Re n t S u p p l e me n t a n d 2 3 6 P r o j e c t Mo r t g a g e s .
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Mo r t g a g e p u r c h a s e s a r e a s s e t o u t i n t h e f o l l o wi n g t a b l e :

P o r t f o l i o
P u r c h a s e s a t y e a r e n d

1 9 6 9 $ 4 , 2 4 3 $ 1 1 , 0 8 0

1 9 7 0 5 , 5 3 2 1 6 , 0 5 8

1 9 7 1 4 , 0 4 0 1 8 , 5 1 5

1 9 7 2 3 , 8 6 4 2 0 , 3 2 6

1 9 7 3 6 , 2 5 2 2 4 , 4 5 9

1 9 7 4 7 , 0 1 9 2 9 , 7 0 9

1 9 7 5 4 , 3 2 0 3 1 , 9 1 6

1 9 7 6 3 , 6 3 2 3 2 , 9 3 7

Re a c t i o n t o Mo r t g a g e Ma r k e t Ch a n g e s - - Th e i mp o r t a n c e o f

t h e p r i v a t e s t a t u s o f F NMA g o e s b e y o n d r e mo v i n g f r o m t h e

g o v e r n me n t t h e b u r d e n o f f i n a n c i n g a n d i n s u r i n g F NMA' s

d e b t . As a p r i v a t e c o r p o r a t i o n , F NMA i s f r e e t o r e s p o n d

r a p i d l y t o c h a n g e s i n t h e mo r t g a g e ma r k e t .

I n 1 9 7 4 , u s i n g t h e b e s t o u t s i d e c o n s u l t i n g s e r v i c e s

a v a i l a b l e p l u s i t s o wn p r o f e s s i o n a l s t a f f , F NMA e s t i ma t e d

i t wo u l d p u r c h a s e $ 4 . 4 b i l l i o n i n mo r t g a g e s a n d t h At i t s

r e q u i r e me n t s f o r n e w mo n e y wo u l d b e a p p r o x i ma t e l y $ 2 . 3

b i l l i o n .

I n s t e a d o f g e t t i n g s t r o n g e r , a s h a d b e e n e x p e c t e d ,

t h e e c o n o my we n t i n t o a g e n e r a l r e c e s s i o n .
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I n t e r e s t r a t e s , a f t e r s o me d e c l i n e a s e x p e c t e d , r o s e

f a r mo r e s h a r p l y t h a n a n y o n e a n t i c i p a t e d , b e g i n n i n g i n

l a t e F e b r u a r y .

Th e mo r t g a g e ma r k e t c a me u n d e r s e v e r e s t r e s s b e g i n -

n i n g i n Ma r c h , a n d F NMA' s p u r c h a s e s r e a c h e d r e c o r d l e v e l s

o f a p p r o x i ma t e l y $ 9 0 0 mi l l i o n a mo n t h i n J u l y a n d Au g u s t .

P u r c h a s e s f o r t h e y e a r we r e $ 7 b i l l i o n i n s t e a d o f

t h e $ 4 . 4 b i l l i o n e x p e c t e d , a n d n e w mo n e y r e q u i r e me n t s

t o t a l e d $ 5 . 2 b i l l i o n i n s t e a d o f t h e a n t i c i p a t e d $ 2 . 3

b i l l i o n .

S u c h a l a r g e ma r g i n o f e r r o r i n f o r e c a s t i n g ma y

b e i n f r e q u e n t . Ne v e r t h e l e s s , wh e n i t d o e s o c c u r , t h e

e f f e c t o n t h e h o u s i n g i n d u s t r y i s s e r i o u s a n d F NMA' s

a b i l i t y t o r e s p o n d t o t h e n e e d s o f t h e mo r t g a g e ma r k e t

i s c r u c i a l - - a s i t wa s i n 1 9 7 4 a n d wi l l b e a g a i n .

I t wo u l d n o t h a v e b e e n p o s s i b l e t o r e n d e r t h i s k i n d

o f a s s i s t a n c e t o t h e mo r t g a g e ma r k e t i f FNMA we r e i n t h e

g o v e r n me n t a n d t h u s l i mi t e d b y i t s b u d g e t o r b y l a w

t o s o me p r e d e t e r mi n e d l e v e l o f a c t i v i t y . Po s s i b l y

a u t h o r i z i n g l e g i s l a t i o n wo u l d h a v e b e e n n e c e s s a r y a n d

t h e b u d g e t p r o c e s s wo u l d h a v e b e e n i n v o l v e d .

I t i s FNMA' s a b i l i t y t o r e a c t q u i c k l y t o c h a n g i n g

c i r c u ms t a n c e s wh i c h ma k e s i t p o s s i b l e f o r i t t o c a r r y

o u t i t s Ch a r t e r Ac t r e s p o n s i b i l i t i e s . Ri g i d i t y b r o u g h t

a b o u t b y l e g i s l a t i o n o r e x c e s s i v e r e g u l a t i o n i s i n c o mp a t i b l e

wi t h n e e d e d f l e x i b i l i t y .
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F NMA' s p e r f o r ma n c e i s f u r t h e r e v i d e n c e o f t h e n e c e s -

s i t y o f p r o f i t s . Wi t h o u t p r o f i t s , t h e s a l e o f s t o c k wo u l d

h a v e l i k e l y b e e n i mp o s s i b l e . Al s o , e x c e p t f o r t h e p r o f i t s

t h a t e n a b l e d F NMA t o p l o w b a c k i n t o t h e b u s i n e s s $ 4 8 2

mi l l i o n d u r i n g t h e 1 9 6 9 - 7 6 p e r i o d , p r u d e n c e wo u l d h a v e

r e q u i r e d a r e d u c t i o n i n i t s b o r r o wi n g c a p a c i t y b y a b o u t

$ 1 5 b i l l i o n . I n o t h e r wo r d s , i t wo u l d n o t h a v e b e e n a b l e

t o b u y a b o u t $ 1 5 b i l l i o n o f t h e mo r t g a g e s t h a t we r e p u r c h a s e d .

An o t h e r e x a mp l e o f t h e wa y i n wh i c h F NMA i s a b l e t o

f i l l i n g a p s i n g o v e r n me n t h o u s i n g p r o g r a ms i s i t s r o l e

i n f i n a n c i n g t h e r e s a l e s o f e x i s t i n g h o me s . S i n c e Oc t o b e r

o f 1 9 7 4 , s u b s t a n t i a l a mo u n t s o f F e d e r a l a s s i s t a n c e h a v e

b e e n p r o v i d e d f o r mi d d l e - i n c o me h o me b u y e r s a n d b y f a r

t h e l a r g e s t ma j o r i t y o f i t h a s b e e n f o r p u r c h a s e r s o f

n e w h o me s .

Th e r e s a l e ma r k e t i s f a r l a r g e r t h a n t h e n e w h o me s

ma r k e t a n d t h e r e f o r e a f f e c t s mo r e f a mi l i e s . I n 1 9 7 6 ,

t h e r e s a l e ma r k e t r e a c h e d j u s t ' o v e r 3 mi l l i o n h o u s i n g

u n i t s f o r t h e f i r s t t i me i n h i s t o r y , a c c o r d i n g t o f i g u r e s

f r o m t h e Na t i o n a l As s o c i a t i o n o f Re l a t o r s .

Wh i l e t h e h o u s i n g p r o g r a ms o f t h e F e d e r a l g o v e r n me n t

s i n c e 1 9 7 4 h a v e b e e n o r i e n t e d ma i n l y t o wa r d n e w c o n s t r u c t i o n ,

F NMA h a s b e e n me e t i n g t h e e v e n g r e a t e r f i n a n c i n g r e q u i r e me n t s

o f r e s a l e s . Mo r e t h a n 8 0 p e r c e n t o f i t s mo r t g a g e p u r c h a s e s

f o r 1 9 7 4 , 1 9 7 5 a n d 1 9 7 6 h a v e b e e n r e l a t e d t o r e s a l e s o f

e x i s t i n g h o me s .

8 6 - 0 8 5 0 - 7 7 - pt . 3 - 3 3
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S u b s i d i z e d Ho u s i n g - - F NMA i s t h e l a r g e s t s i n g l e p r o v i d e r

o f f u n d s f o r r e s i d e n t i a l mo r t g a g e f i n a n c i n g f o r l o w- a n d

mo d e r a t e - i n c o me f a mi l i e s . F NMA p r o v i d e s n o s u b s i d i e s .

Wh e r e i n v o l v e d , t h e y a r e p a i d b y t h e De p a r t me n t o f Ho u s i n g

a n d Ur b a n De v e l o p me n t .

F NMA h a s , a s o f De c e mb e r 3 1 , 1 9 7 6 , f i n a n c e d o r p r o -

v i d e d a s s u r a n c e o f f i n a n c i n g f o r a b o u t 6 4 p e r c e n t o f a l l

t h e mo r t g a g e s i n s u r e d u n d e r HUD' s s u b s i d i z e d r e n t a l h o u s i n g

a s s i s t a n c e p r o g r a ms . I t h a s p u r c h a s e d o r c o mmi t t e d t o

p u r c h a s e a b o u t 4 5 p e r c e n t o f a l l S e c t i o n 2 3 5 mo r t g a g e s

i n s u r e d b y t h e F HA a s o f De c e mb e r 3 1 , 1 9 7 6 . Mo r t g a g e s o n

g o v e r n me n t - a s s i s t e d h o u s i n g c o n s t i t u t e a l mo s t o n e - f o u r t h

o f F NMA' s p o r t f o l i o , a n i mp o r t a n t c o n t r i b u t i o n t o t h e

p r o v i s i o n o f h o me s a n d a p a r t me n t s f o r l o w- a n d mo d e r a t e -

i n c o me f a mi l i e s .

I n 1 9 7 0 , F NMA p u r c h a s e d o r c o mmi t t e d t o p u r c h a s e o v e r

9 6 p e r c e n t o f t h e S e c t i o n 2 3 6 mo r t g a g e s i n s u r e d b y t h e

F HA. As t i me p a s s e d , h o we v e r , a n d a s t h e s e a n d t h e S e c -

t i o n 2 2 1 ( d ) ( 3 ) mo r t g a g e s b e c a me mo r e a c c e p t a b l e t o o t h e r

p r i v a t e i n v e s t o r s , t h e p e r c e n t a g e o f p u r c h a s e s a n d c o mmi t -

me n t s t o b u y t h e s e s u b s i d i z e d mo r t g a g e s d e c l i n e d . S i g n i f -

i c a n t l y , F NMA wa s i n t h e ma r k e t f o r t h e s e mo r t g a g e s wh e n

n o o n e e l s e wa s . I t p r o v i d e d t h e f i n a n c i n g o r t h e a s s u r -

a n c e o f f i n a n c i n g wh e n i t wa s n e e d e d . F NMA d i d wh a t t h e

Co n g r e s s e x p e c t e d i t t o d o wh e n i t g a v e t h e HUD S e c r e t a r y
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a u t h o r i t y t o r e q u i r e o f F NMA t h a t " a r e a s o n a b l e p o r t i o n

o f t h e c o r p o r a t i o n ' s mo r t g a g e p u r c h a s e s b e r e l a t e d t o

t h e n a t i o n a l g o a l o f p r o v i d i n g a d e q u a t e h o u s i n g f o r l o w

a n d mo d e r a t e i n c o me f a mi l i e s , b u t wi t h r e a s o n a b l e e c o n o mi c

r e t u r n t o t h e c o r p o r a t i o n . "

F NMA f r o m 1 9 7 1 t h r o u g h De c e mb e r 1 9 7 6 h a s o u t o f i t s

o wn f u n d s f o r e g o n e o v e r $ 7 9 mi l l i o n i n i n c o me d u e t o t h e

p u r c h a s e o f S e c t i o n 2 2 1 ( d ) ( 3 ) a n d S e c t i o n 2 3 6 p r o j e c t

mo r t g a g e s a t p r e f e r e n t i a l p r i c e s .

Co n v e n t i o n a l S i n g l e - F a mi l y P r o g r a m- - P u r s u a n t t o Ti t l e I I

o f t h e Eme r g e n c y Ho me F i n a n c e Ac t o f 1 9 7 0 , t h e Co n g r e s s

g a v e F NMA a u t h o r i t y t o p r o v i d e a s e c o n d a r y ma r k e t f o r

c o n v e n t i o n a l mo r t g a g e s , b o t h s i n g l e a n d mu l t i f a mi l y .

Th e f i r s t c o n v e n t i o n a l s i n g l e f a mi l y mo r t g a g e wa s

p u r c h a s e d i n F e b r u a r y o f 1 9 7 2 . As o f De c e mb e r 3 1 , 1 9 7 6 ,

F NMA h a d p u r c h a s e d o v e r 1 6 9 , 0 0 0 s i n g l e - f a mi l y c o n v e n t i o n a l

l o a n s h a v i n g a n u n p a i d p r i n c i p a l b a l a n c e a t t h e t i me o f

p u r c h a s e o f o v e r $ 5 . 1 b i l l i o n .

Th e c o n v e n t i o n a l p r o g r a m n o w i n c l u d e s s u b d i v i s i o n s ,

p l a n n e d u n i t d e v e l o p me n t s ( P UDs ) a n d c o n d o mi n i u m u n i t s

a s we l l a s i n d i v i d u a l s i n g l e - f a mi l y h o me s .

I n 1 9 7 6 t h e a v e r a g e c o n v e n t i o n a l mo r t g a g e p u r c h a s e d

h a d a l o a n b a l a n c e o f o v e r $ 3 4 , 0 0 0 . Th e a v e r a g e l o a n - t o -

v a l u e r a t i o wa s 8 3 p e r c e n t . Ov e r 9 5 p e r c e n t o f t h e l o a n s
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h a d a t e r m r a n g i n g b e t we e n 2 5 a n d 3 0 y e a r s . Mo r e t h a n

8 0 p e r c e n t o f t h e t o t a l c o n v e n t i o n a l p u r c h a s e s a r e b a c k e d

b y p r i v a t e mo r t g a g e i n s u r a n c e c o v e r i n g a p e r c e n t a g e o f t h e

t o p o f t h e l o a n a mo u n t . Ab o u t 7 0 p e r c e n t o f t h e c o n v e n -

t i o n a l l o a n s a r e o r i g i n a t e d b y mo r t g a g e c o mp a n i e s ; a l mo s t

1 9 p e r c e n t b y s a v i n g s a n d l o a n s ( b o t h f e d e r a l a n d s t a t e )

a n d 1 1 p e r c e n t a r e o r i g i n a t e d e q u a l l y b y s t a t e a n d n a t i o n a l

b a n k s .

Th i s a c t i v i t y h a s n o t i n a n y wa y d e t r a c t e d f r o m t h e

c o r p o r a t i o n ' s c o n t i n u i n g a b i l i t y a n d wi l l i n g n e s s t o p r o -

v i d e a v i a b l e s e c o n d a r y ma r k e t f o r g o v e r n me n t - b a c k e d mo r t g a g e s .

I n i t s r e p o r t a c c o mp a n y i n g t h i s 1 9 7 0 Ac t , t h i s

Co mmi t t e e , n o t i n g t h e t h e n c u r r e n t s t a t u s o f t h e mo n e y

ma r k e t , s a i d , " . . . F NMA s h o u l d n o t i mp l e me n t t h i s [ c o n v e n -

t i o n a l ] a u t h o r i t y i mme d i a t e l y . . . A g r e a t d e a l o f s p a d e wo r k

s h o u l d b e d o n e i n t h e wa y o f e s t a b l i s h i n g a n a p p r a i s a l

s y s t e m, d r a f t i n g u n i f o r m mo r t g a g e d o c u me n t s a n d ma k i n g

o t h e r p r e p a r a t i o n s b e f o r e F NMA c o u l d e n g a g e i n t h e b u y i n g

a n d s e l l i n g o f c o n v e n t i o n a l mo r t g a g e s t o a n y s i g n i f i c a n t

d e g r e e . " ( H. Re p t . 9 1 - 1 1 3 1 , 9 1 s t Co n g . , 2 n d S e s s . , p . 7

( 1 9 7 0 ) . )

Th e r e wa s " a g r e a t d e a l o f s p a d e wo r k " t o d o . Be t we e n

J u l y 2 4 , 1 9 7 0 , t h e d a t e o f t h e e n a c t me n t o f t h e Eme r g e n c y

Ho u s i n g Ac t a n d F e b r u a r y 1 9 7 2 , F NMA d e v e l o p e d a n e f f e c t i v e

u n d e r wr i t i n g a n d a p p r a i s a l s y s t e m.
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Wi t h o u t t h e s t a n d a r d i z a t i o n o f mo r t g a g e d o c u me n t s ,

t h e $ 7 b i l l i o n Br o o k e - Cr a n s t o n s t i mu l u s f o r c o n v e n t i o n a l

s i n g l e - f a mi l y h o u s i n g wo u l d n o t h a v e b e e n p o s s i b l e .

On e i n d i c a t i o n o f t h e s u c c e s s o f F NMA' s u n d e r wr i t i n g

s y s t e m i s f o u n d i n t h e l o w r a t e o f d e l i n q u e n c i e s a n d

f o r e c l o s u r e s . As o f De c e mb e r 3 1 , 1 9 7 6 , f o r e c l o s u r e s h a v e

b e e n c o mp l e t e d o n o n l y 7 7 9 p r o p e r t i e s , a r a t i o o f a b o u t

o n e - h a l f o f o n e p e r c e n t o f FNMA' s t o t a l c o n v e n t i o n a l

p o r t f o l i o .

As o f No v e mb e r 3 0 , 1 9 7 6 , F NMA' s c o n v e n t i o n a l mo r t g a g e

d e l i n q u e n c y r a t i o wa s 2 . 8 p e r c e n t , o f wh i c h 2 . 2 p e r c e n t

i n v o l v e d d e l i n q u e n c i e s o f o n e mo n t h .

FHLMC a n d FNMA a d o p t e d a s e t o f u n i f o r m mo r t g a g e

d o c u me n t s , s t a n d a r d mo r t g a g e a p p l i c a t i o n f o r ms a n d

s t a n d a r d a p p r a i s a l f o r ms . Ev i d e n c e o f t h e s u c c e s s i n

d e v e l o p i n g u n i f o r m d o c u me n t s i s t h e f a c t t h a t i n c r e a s i n g l y

t h e s e f o r ms a r e b e i n g a c c e p t e d a n d u s e d b y t h e mo r t g a g e

i n d u s t r y g e n e r a l l y wi t h o u t r e g a r d t o wh e t h e r t h e s p e c i f i c

mo r t g a g e i n v o l v e d i s t o b e s o l d e i t h e r t o F NMA o r t o

F HLMC. P e r h a p s a n o t h e r i n d i c a t i o n o f t h e s u c c e s s i n t h i s

a r e a i s f o u n d i n t h e f a c t t h a t t h e mo r t g a g e b a n k i n g

i n d u s t r y i s mo v i n g mo r e a n d mo r e i n t o t h e a r e a o f c o n -

v e n t i o n a l l y f i n a n c e d r e s i d e n t i a l mo r t g a g e s . F o r e x a mp l e ,

i n 1 9 7 0 a n d 1 9 7 1 , 2 . 3 p e r c e n t a n d 2 . 5 p e r c e n t , r e s p e c t i v e l y ,

o f t h e l o a n s c l o s e d b y mo r t g a g e b a n k e r s we r e c o n v e n t i o n a l .
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Th a t p e r c e n t a g e i n c r e a s e d t o 7 . 4 p e r c e n t i n 1 9 7 2

a n d h a s b e e n a t 1 3 p e r c e n t o r h i g h e r f o r c a l e n d a r y e a r s

1 9 7 3 - 7 5 .

I n t e r ms o f d o l l a r s , mo r t g a g e b a n k e r s i n 1 9 7 1 c l o s e d

$ 5 9 5 mi l l i o n i n c o n v e n t i o n a l mo r t g a g e s ; i n 1 9 7 5 t h e y c l o s e d

a l mo s t $ 3 . 3 b i l l i o n .

Th e F NMA c o n v e n t i o n a l p r o g r a m a n d t h e s t a n d a r d i z a t i o n

o f d o c u me n t s b y F NMA a n d F HLMC ma d e t h a t i n c r e a s e p o s s i b l e

a n d t h i s e x p a n d i n g p a r t i c i p a t i o n b y mo r t g a g e b a n k e r s i n

t h e c o n v e n t i o n a l mo r t g a g e ma r k e t wa s a g r e a t b e n e f i t t o

t h e h o me b u y e r .

P r i v a t e Mo r t g a g e I n s u r a n c e - - I n a p p r o v i n g F NMA' s c o n v e n t i o n a l

mo r t g a g e p u r c h a s e a u t h o r i t y , t h e Co n g r e s s r e q u i r e d t h a t

p r i v a t e mo r t g a g e i n s u r a n c e b e p r o v i d e d o n mo r t g a g e s wh e r e

t h e l o a n - t o - v a l u e r a t i o wa s i n e x c e s s o f 7 5 p e r c e n t ( t h i s

wa s l a t e r a me n d e d t o 8 0 p e r c e n t ) . Th i s i n s u r a n c e wa s t o

b e p r o v i d e d b y p r i v a t e c o mp a n i e s a p p r o v e d b y F NMA a n d F HLMC.

Th i s i s a n o t h e r a r e a i n wh i c h F NMA h a s p r o v i d e d t h e

g u i d a n c e a n d l e a d e r s h i p t h a t h a s s t r e n g t h e n e d t h e mo r t g a g e

ma r k e t . I t h a s b e e n c a r e f u l i n s e t t i n g t h e c r i t e r i a f o r

a p p r o v a l o f mo r t g a g e i n s u r a n c e c o mp a n i e s , r e c o g n i z i n g t h a t

b e c a u s e i t i s i t s d u t y a n d t h e c o s t s o f f a i l u r e wo u l d b e

h i g h t o t h e h o u s i n g i n d u s t r y , i n c l u d i n g F NMA.

Co o p e r a t i v e l y wi t h t h e De p a r t me n t o f Ho u s i n g a n d Ur b a n

De v e l o p me n t a n d F HLMC, F NMA c o mmi s s i o n e d a n i n d e p e n d e n t
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s t u d y o f t h e p r i v a t e mo r t g a g e i n s u r a n c e i n d u s t r y t o d e t e r -

mi n e h o w we l l i t c o u l d wi t h s t a n d a p e r i o d o f s e v e r e r e c e s s i o n

o r d e p r e s s i o n .

Th e s t u d y h a s s h o wn t h a t t h e i n d u s t r y c a n wi t h s t a n d

s e v e r e e c o n o mi c b u f f e t i n g a n d t h e r e s u l t s h a v e d o n e mu c h

t o b u i l d a d d i t i o n a l c o n f i d e n c e i n h i g h - r a t i o l o a n - t o - v a l u e

c o n v e n t i o n a l mo r t g a g e s o n t h e p a r t o f s e c o n d a r y ma r k e t

i n v e s t o r s a s we l l a s l o a n o r i g i n a t o r s .

Co n v e n t i o n a l Mu l t i f a mi l y P r o g r a m- - S u b j e c t t o t h e c o n c u r r e n c e

o f t h e HUD S e c r e t a r y , F NMA e x p e c t s t o i n a u g u r a t e i t s mu l t i f a mi l y

c o n v e n t i o n a l mo r t g a g e p u r c h a s e p r o g r a m l a t e r t h i s y e a r .

I n b r o a d o u t l i n e , F NMA wi l l c o mmi t a n d t h e r e a f t e r b u y

c o n v e n t i o n a l l y f i n a n c e d mo r t g a g e l o a n s o n mu l t i f a mi l y

p r o j e c t s . Th e t e r m o f t h e c o mmi t me n t wi l l v a r y . F o r

e x i s t i n g u n i t s t h e c o mmi t me n t p e r i o d wi l l n o r ma l l y b e

f o u r mo n t h s ; i n t h e c a s e o f n e w c o n s t r u c t i o n , u p t o 2 4

mo n t h s . Ex t e n s i o n o f t h e c o mmi t me n t p e r i o d s wi l l b e p e r mi t t e d

u n d e r c e r t a i n c i r c u ms t a n c e s .

De l i v e r y o f t h e mo r t g a g e wi l l b e o p t i o n a l . Th u s , i f

t h e o r i g i n a t i n g mo r t g a g e e c a n g e t a b e t t e r p r i c e e l s e wh e r e ,

h e i s f r e e t o d o s o .

F NMA' s y i e l d r e q u i r e me n t g e n e r a l l y wi l l b e d e t e r mi n e d

a t t h e t i me o f t h e i s s u a n c e o f t h e c o mmi t me n t . Wh i l e t h e r e

wi l l b e n o s p e c i f i e d ma x i mu m mo r t g a g e a mo u n t , t h e r e a r e

s e v e r a l l i mi t a t i o n s . I n a c c o r d wi t h t h e Ch a r t e r Ac t t h e r e
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wi l l b e d o l l a r l i mi t a t i o n s b a s e d o n t h e s i z e o f t h e u n i t s ,

wh e t h e r t h e s t r u c t u r e c o n t a i n s a n e l e v a t o r o r n o t a n d

wh e t h e r t h e s t r u c t u r e i s l o c a t e d i n a h i g h c o s t a r e a o r

n o t .

Th e l o a n - t o - v a l u e r a t i o wi l l n o t e x c e e d 7 5 p e r c e n t .

Th e mo r t g a g e t e r m wi l l n o t e x c e e d 1 5 y e a r s a l t h o u g h t h e

a mo r t i z a t i o n s c h e d u l e wh i c h d t e r mi n e s t h e a mo u n t o f t h e mo n t h l y

p a y me n t s wi l l g e n e r a l l y b e b a s e d o n a p e r i o d n o t t o e x c e e d

2 5 y e a r s a n d i n s o me c a s e s 3 0 y e a r s . Co n s e q u e n t l y , a t t h e

e n d o f t h e 1 5 y e a r mo r t g a g e t e r m t h e r e wi l l b e a " b a l l o o n

p a y me n t " d u e f r o m t h e mo r t g a g o r .

As r e q u i r e d b y t h e Ch a r t e r Ac t , t h e q u a l i t y o f t h e

mu l t i f a mi l y mo r t g a g e , a n d t h u s t h e c r e d i t a n d p r o p e r t y

r e q u i r e me n t s , wi l l b e g e n e r a l l y t h e s a me a s t h o s e i mp o s e d

b y p r i v a t e i n s t i t u t i o n a l mo r t g a g e i n v e s t o r s .

Co mmi t me n t P r o g r a m- - Ap a r t f r o m F NMA' s p u r c h a s i n g a c t i v i -

t i e s , i t s f o r wa r d c o mmi t me n t p r o g r a m i s o f s i g n i f i c a n t

i mp o r t a n c e t o t h e r e s i d e n t i a l mo r t g a g e ma r k e t . Un d e r t h i s

p r o g r a m, F NMA c o mmi t s i t s e l f t o b u y a s t a t e d d o l l a r v o l u me

o f mo r t g a g e s a t a s t a t e d y i e l d a n y t i me wi t h i n a s p e c i f i e d

t i me p e r i o d , u s u a l l y f o u r mo n t h s , b u t a l s o f o r a s l o n g

a s t we l v e a n d t we n t y - f o u r mo n t h s i n t o t h e f u t u r e . Th e

h o l d e r s o f t h e s e c o mmi t me n t s , t h e o r i g i n a t i n g mo r t g a g e e s ,

a r e u n d e r n o o b l i g a t i o n t o d e l i v e r a n y p a r t o f t h e d o l l a r
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v o l u me o f mo r t g a g e s i n v o l v e d . I f t h e y c a n g e t a b e t t e r

p r i c e e l s e wh e r e t h e y a r e f r e e t o d o s o a n d t h e y n e e d n o t

d e l i v e r t h e l o a n s t o F NMA.

Th e a b i l i t y a n d r e a d i n e s s o f F NMA t o i s s u e c o mmi t -

me n t s t o p u r c h a s e mo r t g a g e s i n t h e f u t u r e p r o v i d e a n

i n c e n t i v e f o r l e n d e r s t o e x t e n d c r e d i t s o t h a t mo r e p e o -

p l e c a n b u y h o u s i n g . I n o t h e r wo r d s , t h e c o mmi t me n t s

e n a b l e v a r i o u s s e g me n t s o f t h e h o u s i n g i n d u s t r y - - t h e h o me

b u i l d e r , t h e r e a l e s t a t e a g e n t , a n d t h e mo r t g a g e o r i g i n a t o r - -

t o p l a n a h e a d wi t h t h e a s s u r a n c e t h a t F NMA f i n a n c i n g , i f

n e e d e d , wi l l b e a v a i l a b l e . Th i s i s a n e x a mp l e o f h o w

F NMA a d d s s t a b i l i t y t o t h e h o u s i n g ma r k e t . Th e p r o g r a m

i s b a s e d o n F NMA' s a b i l i t y t o g o t o t h e c a p i t a l ma r k e t s

wh e n i t n e e d s t o , i f a n d wh e n t h e mo r t g a g e s a r e d e l i v e r e d

t o i t .

Th e v o l u me o f c o mmi t me n t s i s s u e d b y F NMA, e x c l u s i v e

o f c o mmi t me n t s i s s u e d i n c o n n e c t i o n wi t h GNMA p r o g r a ms ,

i s s h o wn i n t h e f o l l o wi n g t a b l e :

( $ mi l l i o n s )
Ye a r Co mmi t me n t s I s s u e d

1 9 6 9 $ 6 , 6 3 0

1 9 7 0 7 , 5 9 0

1 9 7 1 5 , 1 3 5

1 9 7 2 3 , 4 4 5

1 9 7 3 6 , 1 6 6

1 9 7 4 5 , 3 8 9

1 9 7 5 5 , 6 8 7

1 9 7 6 5 , 9 9 6
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Th e GNMA t a n d e m p l a n c o mmi t me n t s a r e i n c l u d e d i n

t h e e a r l i e r d i s c u s s i o n o f t h e r e l a t i o n s h i p b e t we e n GNMA

a n d F NMA.

De l i n q u e n c i e s a n d F o r e c l o s u r e s - - I t i s a n d h a s b e e n F NMA' s

s t a t e d p o l i c y t o e x t e n d e v e r y r e a s o n a b l e c o n s i d e r a t i o n t o

d e l i n q u e n t mo r t g a g o r s wh o h a v e n e t wi t h t e mp o r a r y h a r d -

s h i p s wh i c h p r e v e n t e d p a y me n t o f t h e i r mo r t g a g e o b l i g a t i o n s

wh e n d u e . Th i s p o l i c y a p p l i e s t o b o t h g o v e r n me n t - b a c k e d

a n d c o n v e n t i o n a l mo r t g a g e s .

Th e p o l i c y s t a t e s t h a t t h i s c o n s i d e r a t i o n wi l l b e

g i v e n " i f t h e mo r t g a g o r i s c o o p e r a t i v e , wi l l i n g a n d

c l e a r l y a c t i n g i n g o o d f a i t h a n d a b l e t o e n t e r i n t o a

t e mp o r a r y a r r a n g e me n t wh i c h wi l l c u r e t h e d e f a u l t i n

a r e a s o n a b l y s h o r t p e r i o d o f t i me . " F u r t h e r i t p r o v i d e s :

" Wh e n t h e o c c a s i o n wa r r a n t s a n d t h e F HA o r VA

r e g u l a t i o n s p e r mi t , F NMA wi l l a g r e e t o e n t e r i n t o f o r -

b e a r a n c e , mo d i f i c a t i o n s , e t c . , t o a s s i s t t h e d e s e r v i n g

mo r t g a g o r i n e v e n t u a l l y b r i n g i n g t h e mo r t g a g e t o a c u r -

r e n t s t a t u s . F NMA wi l l n o t a g r e e t o r e l i e f , h o we v e r ,

wh e n i t i s a p p a r e n t . . . t h a t t h e mo r t g a g o r c a n n o t o r wi l l

n o t r e s u me p a y me n t s . "

I t i s f u r t h e r F NMA' s p o l i c y t h a t t h e r e wi l l b e n o

a c t i o n t o t e r mi n a t e a mo r t g a g e ( i . e . , t o f o r e c l o s e )

u n t i l e v e r y r e a s o n a b l e e f f o r t h a s b e e n ma d e t o a r r i v e

a t s o me o t h e r s o l u t i o n .
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F o r e c l o s u r e s a r e o f c o n c e r n f r o m t wo p o i n t s o f v i e w.

F o r t h e h o me o wn e r , f o r e c l o s u r e r e p r e s e n t s t h e l o s s o f h i s

h o me a n d t h e e q u i t y i n h i s h o me . F o r t h e mo r t g a g e i n v e s t o r

i t r e p r e s e n t s a p o t e n t i a l l o s s .

Be c a u s e o f j u s t i f i a b l e c o n c e r n s o v e r f a mi l i e s l o s i n g

t h e i r h o me s o n a c c o u n t o f t e mp o r a r y a d v e r s i t y b e y o n d

t h e i r i n d i v i d u a l c o n t r o l , b o t h t h e l e g i s l a t i v e a n d e x e c u t i v e

b r a n c h e s o f t h e g o v e r n me n t h a v e t a k e n s t e p s t o p r o v i d e

h o me o wn e r s wi t h a d d i t i o n a l p r o t e c t i o n .

I t i s i n t h e p u b l i c i n t e r e s t t o p r o v i d e t h i s p r o -

t e c t i o n , b u t wh e n t h i s p r o t e c t i o n i s ma d e n e c e s s a r y b e -

c a u s e o f wi d e s p r e a d e c o n o mi c c o n d i t i o n s r e s u l t i n g i n h i g h

u n e mp l o y me n t , F NMA b e l i e v e s t h e a d d i t i o n a l c o s t s i n v o l v e d

s h o u l d b e b o r n e b y t h e p u b l i c t h r o u g h t h e g o v e r n me n t

a n d n o t b y mo r t g a g e i n v e s t o r s . To d o o t h e r wi s e wi l l o n l y

d r i v e i n v e s t o r s o u t o f t h e h o me f i n a n c e f i e l d a n d i n t h e

e n d a g g r a v a t e t h e p r o b l e m o f f i n a n c i n g h o u s i n g .

F o r e c l o s u r e s No t a P r o b l e m- - F o r e c l o s u r e s a n d d e l i n q u e n c i e s

d o n o t a p p e a r t o b e a p r o b l e m a t t h e p r e s e n t t i me . I n

1 9 7 6 , t h e n u mb e r o f F NMA- h e l d s i n g l e - f a mi l y mo r t g a g e s

f o r e c l o s e d r a n a b o u t 2 7 p e r c e n t b e l o w 1 9 7 5 . I n 1 9 7 6 ,

t h e r e we r e 1 5 , 3 2 0 f o r e c l o s u r e s o f F NMA- h e l d mo r t g a g e s ,

t h e l o we s t n u mb e r s i n c e 1 9 7 0 .

F o r e c l o s u r e s a s a p e r c e n t a g e o f F NMA' s mo r t g a g e

p o r t f o l i o we r e 1 . 0 1 p e r c e n t f o r 1 9 7 6 . I n 1 9 7 5 t h e y

we r e 1 . 4 0 p e r c e n t a n d i n 1 9 7 4 t h e y we r e 1 . 9 1 p e r c e n t .

,
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Th e d e l i n q u e n c y r a t i o f o r g o v e r n me n t - b a c k e d s i n g l e -

f a mi l y mo r t g a g e s i n 1 9 7 6 r a n g e d b e t we e n a l o w o f 6 . 6 p e r -

c e n t i n Ap r i l t o a h i g h o f 9 . 5 p e r c e n t i n F e b r u a r y . F o r

t h e c o n v e n t i o n a l p o r t f o l i o , t h e h i g h wa s 4 . 1 p e r c e n t i n

F e b r u a r y a n d t h e l o w wa s 2 . 4 p e r c e n t i n Ap r i l .

De l i n q u e n c y s t a t i s t i c s a r e s u b j e c t t o v a r y i n g i n -

t e r p r e t a t i o n s . Wh i l e s o me mo r t g a g o r s a r e wi l l i n g t o

mi s s o n e mo n t h l y p a y me n t , ma n y o f t h e m wi l l ma k e i t u p

wi t h i n t h e e n s u i n g 3 0 t o 6 0 d a y s . Th u s , f o r e x a mp l e ,

i n F e b r u a r y o f 1 9 7 6 , wh e n F NMA' s t o t a l d e l i n q u e n c i e s

we r e 9 . 1 p e r c e n t , t h e p e r c e n t a g e d e l i n q u e n t o n l y 3 0 d a y s

wa s 6 . 6 p e r c e n t . By t h e f o l l o wi n g mo n t h a l mo s t a l l o f

t h o s e h a d ma d e a p a y me n t , a n d t h e p e r c e n t a g e s t i l l d e -

l i n q u e n t h a d f a l l e n t o 1 . 2 p e r c e n t . By t h e t h i r d mo n t h ,

o n l y 0 . 5 p e r c e n t we r e s t i l l d e l i n q u e n t .

As o f De c e mb e r 3 1 , 1 9 7 6 , F NMA h e l d 3 , 9 7 1 p r o j e c t

mo r t g a g e s . Th e d e l i n q u e n c y r a t i o a s o f t h a t d a t e wa s

3 . 6 p e r c e n t , d o wn f r o m 4 . 6 p e r c e n t i n No v e mb e r a n d f r o m

t h e h i g h f o r t h e y e a r wh i c h wa s 1 1 . 1 p e r c e n t i n F e b r u a r y .

As o f De c e mb e r 3 1 , t h e r e we r e 7 8 mo d i f i c a t i o n o r f o r b e a r a n c e

a g r e e me n t s i n e f f e c t a n d 3 4 mo r e we r e u n d e r c o n s i d e r a t i o n .

Du r i n g 1 9 7 6 , t h e r e we r e 1 3 4 p r o j e c t s . a s s i g n e d b a c k t o HUD

o r f o r e c l o s e d .

I n t h e c a s e o f d e l i n q u e n c i e s a n d f o r e c l o s u r e s o n

s i n g l e - f a mi l y h o me s , t h e t o t a l s t h e ms e l v e s ma y n o t b e
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a s s i g n i f i c a n t a s t h e i mp o r t a n t q u e s t i o n s :

- - Ar e d e l i n q u e n c i e s a n d f o r e c l o s u r e o n t h e i n c r e a s e ?

- - Wh y ?

An i n c r e a s e i n d e l i n q u e n c i e s i n t h e c a s e o f a n i n d i v i -

d u a l s e r v i c e r ma y b e d u e t o p o o r e r s e r v i c i n g a n d ma y i n -

d i c a t e a s e r v i c e r i n f i n a n c i a l d i f f i c u l t y . An i n c r e a s e

i n d e l i n q u e n c i e s i n a p a r t i c u l a r l o c a l i t y ma y b e d u e t o

a p l a n t c l o s i n g o r o t h e r p r o b l e ms s u c h a s o c c u r r e d i n

t h e S e a t t l e a r e a a f t e r t h e t e r mi n a t i o n o f t h e S S T p r o g r a m.

F NMA a t t e mp t s t o e v a l u a t e t h e r e a s o n s f o r mo r t g a g e

d e f a u l t s a n d k e e p s a s t a t i s t i c a l r e c o r d . Al t h o u g h i t s

me t h o d s mi g h t n o t s a t i s f y a s o c i a l s c i e n c e r e s e a r c h e r ,

t h e y d o o f f e r s o me i n s i g h t i n t o t h e r e a s o n s b e h i n d h o me o wn e r

p r o b l e ms wi t h mo r t g a g e p a y me n t s .

A s u mma r y o f t h e d e f a u l t s t a t i s t i c s f o r t h e q u a r t e r

e n d i n g De c e mb e r 3 1 i s a s f o l l o ws :

Re a s o n f o r
De f a u l t

P e r c e n t o f
De f a u l t s

Ex c e s s i v e o b l i g a t i o n s 2 5 . 5

Ho u s e a b a n d o n e d 1 2 . 2

I n c o me c u r t a i l e d 2 2 . 7

Ma r i t a l p r o b l e ms 8 . 7

Ot h e r 3 0 . 9
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MORTGAGE S ALES P OLI CY

F NMA' s v o l u me o f s a l e s r e l a t i v e t o i t s p u r c h a s e s h a s

b e e n l o w i n r e c e n t y e a r s . Th e d e t a i l s a r e s h o wn i n t h e

f o l l o wi n g t a b l e :

F NMA MORTGAGE S ALES

( Th o u s a n d s o f Do l l a r s )

Mo r t g a g e Ga i n ( Lo s s ) F r o m
Ye a r S a l e s Mo r t g a g e S a l e s

1 9 6 9 0 0

1 9 7 0 2 0 , 2 9 3 3 8 2

1 9 7 1 3 3 5 , 5 2 3 9 , 9 5 2

1 9 7 2 2 1 1 , 2 2 9 ( 7 7 9 )

1 9 7 3 7 0 , 7 7 3 2 , 4 2 4

1 9 7 4 4 , 2 9 2 ( 1 2 4 )

1 9 7 5 1 , 9 8 4 ( 6 )

1 9 7 6 8 6 , 0 7 5 ( 2 , 8 7 9 )

TOTAL 7 3 0 , 1 6 9 8 , 9 7 0

A s i mp l i s t i c v i e w s u g g e s t s t h a t F NMA s h o u l d , wh e n

mo n e y i s r e a d i l y a v a i l a b l e , s e l l t h e mo r t g a g e s , o r mo s t

o f t h e mo r t g a g e s , t h a t i t h a s p u r c h a s e d wh e n mo n e y i s t i g h t .

As a p r a c t i c a l ma t t e r , t h e mo r t g a g e ma r k e t a n d t h e mo n e y

a n d c a p i t a l ma r k e t s o p e r a t e i n s u c h a wa y a s t o p r e v e n t

l a r g e s c a l e s a l e s o f mo r t g a g e s e x c e p t a t t e r ms wh i c h a r e

i n c o n s i s t e n t wi t h t h e p r o v i s i o n s i n F NMA' s Ch a r t e r Ac t

t h a t r e q u i r e t h e c o r p o r a t i o n t o b e s e l f - s u p p o r t i n g a n d
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t h a t p r o h i b i t i t f r o m ma k i n g a l t e r n a t i v e , n o n - mo r t g a g e

i n v e s t me n t s . Th e b a s i c p r o b l e m a r i s e s f r o m t h e f a c t

t h a t l a r g e s c a l e mo r t g a g e s a l e s r e s u l t i n e c o n o mi c l o s s e s

b y p e r ma n e n t l y r e d u c i n g t h e v a l u e o f F NMA' s f u t u r e

e a r n i n g s .

Th e r e a r e t wo e s s e n t i a l c o n d i t i o n s wh i c h mu s t b e

s a t i s f i e d b e f o r e F NMA c a n u n d e r t a k e l a r g e v o l u me s o f s a l e s :

- - F i r s t , t h e r e mu s t b e a s u r p l u s o f f u n d s i n t h e

mo r t g a g e ma r k e t , o r i n o t h e r wo r d s , c o n d i t i o n s o f

e x c e s s l i q u i d i t y .

- - S e c o n d , t h e e c o n o mi c c o n d i t i o n o f t h e c o r p o r a -

t i o n c a n n o t b e wo r s e n e d b y u n d e r t a k i n g t h e s a l e .

I f t h e s e c o n d o f t h e s e c o n d i t i o n s i s n o t me t , F NMA' s

e a r n i n g s , i t s n e t wo r t h a n d t h e v a l u e o f i t s s t o c k wi l l

a l l b e r e d u c e d , e n d a n g e r i n g t h e c o r p o r a t i o n ' s a b i l i t y t o

r a i s e t h e e q u i t y a n d d e b t c a p i t a l n e e d e d t o s u p p o r t t h e

mo r t g a g e ma r k e t wh e n c r e d i t a g a i n b e c o me s t i g h t .

I n a d d i t i o n , s t a n d a r d a c c o u n t i n g a n d f i n a n c i a l r e -

p o r t i n g p r a c t i c e s d e a l i n g wi t h t h e t r e a t me n t o f g a i n s

a n d l o s s e s r e s u l t i n g f r o m t h e s a l e o f mo r t g a g e s f u r t h e r

c o mp l i c a t e t h e c o n s i d e r a t i o n o f s a l e s . Ev e n wh e n a n a l y s i s

i n d i c a t e s t h a t t h e e c o n o mi c c o n d i t i o n o f F NMA wo u l d

e v e n t u a l l y b e i mp r o v e d b y a s a l e , i f a c c o u n t i n g a n d

r e p o r t i n g p r o c e d u r e s p r e v e n t F NMA f r o m d e mo n s t r a t i n g t h e s e

g o o d r e s u l t s i n a r e a s o n a b l e p e r i o d o f t i me v i a f i n a n c i a l
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s t a t e me n t s , a n d i f i n f a c t t h e s e s t a t e me n t s r e f l e c t a

d e t e r i o r a t i o n d u e t o l o s s e s , F NMA mu s t p l a c e s o me r e a s -

o n a b l e l i mi t s o n t h e s e a d v e r s e r e s u l t s o f s a l e s i n o r d e r

t o p r e s e r v e t h e ma r k e t ' s f a v o r a b l e a s s e s s me n t o f i t s

d e b t a n d e q u i t y s e c u r i t i e s a n d t h e c o r p o r a t i o n ' s c o n t i n u e d

a b i l i t y t o b o r r o w.

An a l y s i s o f t h e Ec o n o mi c I mp a c t o f a Sa l e - - Th e a n a l y s i s

o f t h e i mp a c t o f a s a l e h i n g e s o n o n e c r u c i a l q u e s t i o n :

Wh a t a r e t h e a l t e r n a t i v e u s e s o f t h e f u n d s g e n e r a t e d b y

a s a l e ? F NMA mu s t d e t e r mi n e wh e t h e r t h e c o r p o r a t i o n - -

i t s s t o c k h o l d e r s , b o n d h o l d e r s , c u s t o me r s a n d t h e h o me

b u y i n g p u b l i c - - a r e b e t t e r o f f i f F NMA c o n t i n u e s t o h o l d

t h e mo r t g a g e s i n q u e s t i o n o r s e l l s t h e m a n d u s e s t h e

f u n d s g e n e r a t e d b y t h e s a l e i n s o me o t h e r wa y .

F NMA h a s o n l y t wo p o s s i b l e u s e s f o r t h e f u n d s g e n e r -

a t e d b y a s a l e . F i r s t , i t c a n r e i n v e s t t h e p r o c e e d s i n

n e w mo r t g a g e s . Th i s p r o c e s s i n mo s t s i t u a t i o n s r e p r e s e n t s

o n l y a r e c i r c u l a t i o n , wi t h n o n e t e f f e c t i n r e d u c i n g e x -

c e s s mo r t g a g e ma r k e t l i q u i d i t y . Th e r e a r e o c c a s i o n s o f

d i s e q u i l i b r i u m i n t h e ma r k e t p l a c e wh e n r e c i r c u l a t i o n s e r v e s

a l e g i t i ma t e p u r p o s e - - f o r e x a mp l e , mo v i n g l i q u i d i t y f r o m

o n e g e o g r a p h i c a l r e g i o n a l t o a n o t h e r o r f r o m o n e c l a s s

o f mo r t g a g e i n s t r u me n t ( e . g . , s i n g l e - f a mi l y mo r t g a g e s )

t o a n o t h e r ( e . g . , mu l t i f a mi l y ) . Ho we v e r , t h e s e o p p o r t u n i t i e s

a r e o f a s p e c i a l n a t u r e a n d r e s u l t i n o n l y l i mi t e d s a l e s .
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Wh e n s u c h a n o p p o r t u n i t y t o s e l l mo r t g a g e s d o e s

o c c u r , F NMA mu s t c o mp a r e t h e p r e s e n t v a l u e ( t h e e q u i v a l e n t

v a l u e i n t o d a y ' s d o l l a r s o f a f u t u r e s t r e a m o f p a y me n t s )

o f t h e mo r t g a g e p a y me n t s f o r e g o n e wi t h t h e n e w mo r t g a g e

p a y me n t s r e s u l t i n g f r o m r e i n v e s t me n t . On l y i f t h e n e w

s t r e a m o f p a y me n t s i s wo r t h a b o u t t h e s a me o r mo r e t o

F NMA t h a n t h e s t r e a m f o r e g o n e i s t h e s a l e a n d r e i n v e s t -

me n t c o n s i s t e n t wi t h t h e p r u d e n t a s s e t ma n a g e me n t r e q u i r e d

o f F NMA' s ma n a g e r s .

S e c o n d , F NMA c a n u s e t h e p r o c e e d s o f a s a l e t o p a y

o f f i t s ma t u r i n g d e b t wi t h o u t f u r t h e r b o r r o wi n g . Th e

a n a l y s i s o f t h i s s t r a t e g y i s i d e n t i c a l wi t h t h a t o f t h e

r e i n v e s t me n t i n mo r t g a g e s e x c e p t t h a t h e r e t h e f u t u r e

s t r e a m o f d e b e n t u r e d e b t s e r v i c e p a y me n t s wh i c h a r e " s a v e d "

( r a t h e r t h a n t h e i n c o me e a r n e d f r o m n e w mo r t g a g e s ) i s b e i n g

c o mp a r e d wi t h t h e v a l u e o f t h e p a y me n t s b e i n g f o r e g o n e .

Th e e l i mi n a t i o n o f a f i x e d o b l i g a t i o n o f $ 5 i s p e r f e c t l y

e q u i v a l e n t t o r e c e i v i n g a p a y me n t o f $ 5 . I n t h i s c a s e ,

t h e y i e l d p r o v i d e d t o t h e p u r c h a s e r ( n e t o f c o s t s s u c h a s

s e r v i c i n g ) mu s t b e c o mp a r e d wi t h t h e n o t e r a t e o f d e b e n -

t u r e s wh i c h wo u l d o t h e r wi s e b e a d d e d t o F NMA' s i n d e b t e d n e s s

i f t h e r e we r e n o s a l e .

Be c a u s e o f t h e b a s i c s t r u c t u r e o f t h e c a p i t a l ma r k e t s ,

e x c e p t i n r a r e , s p e c i a l c a s e s , mo r t g a g e y i e l d s a r e h i g h e r

t h a n F NMA b o r r o wi n g c o s t s . I n t h i s s i t u a t i o n wh e n t h e

8 6 - 0 8 5 0 - 7 7 - pt . 3 3 4
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d i f f e r e n c e i n t h e t wo s t r e a ms o f p a y me n t s ( mo r t g a g e p a y -

me n t s f o r e g o n e a n d i n t e r e s t p a y me n t s s a v e d ) i s c o n v e r t e d

t o a p r e s e n t v a l u e i t r e p r e s e n t s a t r u e e c o n o mi c l o s s .

Th i s i s j u s t a s r e a l a l o s s a s t h a t g e n e r a t e d b y s e l l -

i n g mo r t g a g e s t o y i e l d 9 . 0 % a n d r e i n v e s t i n g i n mo r t g a g e s

y i e l d i n g 7 . 5 %. Th i s t y p e o f t r u e e c o n o mi c l o s s i s wh a t

F NMA ma n a g e me n t mu s t b e c o n c e r n e d wi t h i n i t s r e s p o n s i -

b i l i t y t o p r u d e n t l y ma n a g e F NMA' s a s s e t s n o ma t t e r h o w

a c c o u n t i n g p r a c t i c e s r e p o r t t h e r e s u l t s i n c u r r e n t f i n a n c i a l

s t a t e me n t s .

I n c o n c l u s i o n , h i s t o r i c a l l y , i t h a s b e e n t o F NMA' s

e c o n o mi c a d v a n t a g e t o r e f i n a n c e i t s a s s e t s b y b o r r o wi n g

r a t h e r t h a n b y s e l l i n g a s s e t s .

As s e s s me n t o f Ex c e s s Li q u i d i t y - - F NMA me a s u r e s t h e l i q u i -

d i t y n e e d f o r s a l e s b y s t u d y i n g t h e mo r t g a g e y i e l d i n r e l a -

t i o n t o o t h e r i n t e r e s t r a t e s a n d o p p o r t u n i t i e s t o s e l l

a s e x p r e s s e d b y o f f e r s t o b u y . F NMA d a i l y e v a l u a t e s t h e

mo r t g a g e ma r k e t a n d t h e r e l a t i o n o f mo r t g a g e y i e l d s t o

i t s o wn b o r r o wi n g c o s t s . On e k e y i n d i c a t o r o f ma r k e t

l i q u i d i t y i s t h e c o mb i n a t i o n o f t h e l e v e l o f i n t e r e s t

r a t e s a n d t h e s p r e a d wh i c h e x i s t s b e t we e n mo r t g a g e y i e l d s

a n d F NMA' s l o n g r u n e s t i ma t e o f t h e c o s t o f c a p i t a l .

Wh e n t h i s s p r e a d r e ma i n s l a r g e r t h a n a v e r a g e , e v e n t h o u g h

r a t e s a r e l o w, t h e mo r t g a g e ma r k e t i s n o t e x h i b i t i n g
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e x c e s s l i q u i d i t y . Wh e n t h i s s p r e a d i s u n u s u a l l y s ma l l

o r n e g a t i v e , t h e ma r k e t i s i n d i c a t i n g e x c e s s ' l i q u i d i t y .

I t i s F NMA' s j u d g me n t t h a t i t s p u b l i c r o l e i s s e r v e d

b y b o r r o wi n g f u n d s a t a s l o w a r a t e a s p o s s i b l e a n d b y

i n v e s t i n g i n mo r t g a g e s , p a s s i n g t h i s l o we r c o s t t h r o u g h

t o h o me b u y e r s . Bu y i n g mo r t g a g e s wh e n p r i c e s a r e l o w

a n d s e l l i n g t h e m wh e n p r i c e s a r e h i g h i s a r i s k i e r b u s i n e s s

( d e p e n d e n t a s i t i s o n f o r e c a s t i n g u n k n o wn i n t e r e s t r a t e

c y c l e s ) t h a n i s t h e r o l e o f i n v e s t o r i n mo r t g a g e s " l o c k i n g

i n " a k n o wn s p r e a d . De b t ma n a g e me n t , wh e n l a r g e v o l u me s

o f mo r t g a g e s a r e t o b e s o l d , wo u l d n e e d t o e mp h a s i z e

f l e x i b i l i t y t h a t c o me s wi t h s h o r t - t e r m d e b t i n s t r u me n t s .

Bu t t h i s s h o r t - t e r m d e b t wo u l d a l s o e x p o s e F NMA t o t h e

r i s k , d u r i n g e x t e n d e d p e r i o d s o f h i g h i n t e r e s t r a t e s , o f

mo r e f r e q u e n t r e f i n a n c i n g a t u n f a v o r a b l e t e r ms . Th o s e

wh o l e n d t o F NMA wo u l d n e c e s s a r i l y c o mp e n s a t e f o r t h i s

r i s k i e r o p e r a t i n g p r o c e d u r e b y d e ma n d i n g a h i g h e r r e t u r n

o n f u n d s .

F i n a l l y , t h e n e t i mp a c t o f t h i s b r o k e r r o l e - - e s p e c i a l l y

i n p e r i o d s o f e x c e s s l i q u i d i t y wh e n F NMA wo u l d b e s u p p o r t -

i n g t h e ma i n t e n a n c e o f h i g h e r mo r t g a g e i n t e r e s t r a t e s - -

i s o n l y s p e c u l a t i v e . I t ma y o r ma y n o t c o n t r i b u t e t o

t h e d e v e l o p me n t o f mo r e e f f i c i e n t h o u s i n g p r o d u c t i o n .

Wh e n F NMA Ca n Un d e r t a k e S a l e s - - Wh e n F NMA d e t e r mi n e s t h a t

c o n d i t i o n s o f e x c e s s l i q u i d i t y e x i s t a n d t h a t t h e r e i s
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a r e a s o n a b l e p o s s i b i l i t y o f ma k i n g a s u i t a b l e e c o n o mi c

u s e o f t h e f u n d s g e n e r a t e d b y a s a l e ( e i t h e r b e c a u s e o f

ma r k e t d i s e q u i l i b r i u m wh i c h wo u l d a l l o w a p r o f i t a b l e

r e c i r c u l a t i o n o f l i q u i d i t y o r b e c a u s e t h e s p r e a d b e t we e n

mo r t g a g e y i e l d s a n d F NMA' s l o n g - t e r m b o r r o wi n g c o s t s i s

u n u s u a l l y n a r r o w) , F NMA d o e s u n d e r t a k e t o s e l l mo r t g a g e s .

I n o r d e r t o d o t h i s , F NMA a n a l y z e s i t s e n t i r e mo r t -

g a g e p o r t f o l i o t o d e t e r mi n e b o t h t h e b o o k a n d e c o n o mi c

i mp a c t o f s a l e a n d r e i n v e s t me n t f o r e v e r y n o t e r a t e i n

t h e p o r t f o l i o . I n o r d e r t o a v o i d t h e c o mp l i c a t i o n d i s -

c u s s e d a b o v e r e s u l t i n g f r o m t h e a c c o u n t i n g f o r r e p o r t e d

b o o k g a i n s a n d l o s s e s , F NMA a t t e mp t s t o mi x h i g h a n d

l o w n o t e r a t e s o n t h e mo r t g a g e s b e i n g s o l d i n s u c h a

wa y a s t o mi n i mi z e a d v e r s e b o o k e f f e c t s o f c a p i t a l l o s s e s ,

wh i l e p r e s e r v i n g t h e p o s i t i v e e c o n o mi c r e s u l t s .

Hi s t o r i c a l l y , F NMA h a s u s e d t wo p r i n c i p a l me t h o d s

o f s e l l i n g . On e , wh i c h i s k n o wn a s t h e " o p e n s a l e s

wi n d o w" o r " o v e r - t h e - c o u n t e r " me t h o d , i s b y a n n o u n c i n g

t h e a v a i l a b i l i t y o f mo r t g a g e s f o r s a l e a t p r i c e s p o s t e d

b y F NMA. Th i s i s p r a c t i c a l wh e n t h e r e i s a n e x c e s s o f

f u n d s i n t h e mo r t g a g e ma r k e t a t t h e s a me t i me t h a t i n t e r e s t

r a t e s a p p e a r t o b e s t a b l e . Wh e n i n t e r e s t r a t e s f l u c t u a t e

a n d g i v e p r o mi s e o f r i s i n g , h o we v e r , t h i s s a l e s a c t i v i t y

t e n d s t o d r o p s h a r p l y b e c a u s e t h e p r o s p e c t i v e b u y e r s

h o p e f o r y i e l d s h i g h e r t h a n t h o s e p o s t e d b y F NMA. At
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s u c h t i me s , t h e c o r p o r a t i o n f i n d s i t mo r e p r a c t i c a l t o

s e l l mo r t g a g e s o n a n i n d i v i d u a l l y n e g o t i a t e d b a s i s , wh i c h

i t a l wa y s s t a n d s r e a d y t o d o . F NMA h a s a l s o s o l d mo r t -

g a g e s t h r o u g h s a l e s a u c t i o n s , b u t f i n d s t h a t t o b e t h e

mo s t p r a c t i c a l me t h o d o n l y wh e n a s u b s t a n t i a l v o l u me i s

i n v o l v e d i n t h e a u c t i o n .

As s h o wn i n t h e t a b l e o f s a l e s o n p a g e 5 9 t h e c o r -

p o r a t i o n h a s s o l d $ 7 3 0 mi l l i o n i n mo r t g a g e s i n t h e l a s t

s e v e n y e a r s a t a n e t g a i n o f $ 8 , 9 7 0 , 0 0 0 . I n t h e e a r l i e r

y e a r s s h o wn , mo r t g a g e r a t e s f l u c t u a t e d i n a f a i r l y n a r r o w

a n d r e l a t i v e l y l o w b a n d - - b e t we e n 6 3 / 4 a n d 8 1 / 2

p e r c e n t . Ca p i t a l l o s s e s we r e n o t a p r o b l e m. Ho we v e r ,

b e g i n n i n g i n 1 9 7 3 , r a t e s mo v e d u p s h a r p l y . A c h a n g e f r o m

7 . 5 0 p e r c e n t y i e l d t o a 9 . 5 0 p e r c e n t y i e l d r e p r e s e n t s

a 1 3 1 / 2 p o i n t d e c l i n e i n t h e p r i c e o f mo r t g a g e s , a n d

b o o k c a p i t a l l o s s e s o n t h e s a l e o f l o we r y i e l d i n g mo r t -

g a g e s i s a s i g n i f i c a n t p r o b l e m d e s p i t e e f f o r t s t o mi x

t h e n o t e r a t e o f mo r t g a g e s t o b e s o l d b y i n c l u d i n g b o t h

h i g h a n d l o w y i e l d mo r t g a g e s .

FNMA d i d n o t u n d e r t a k e e x t e n s i v e s a l e s i n 1 9 7 6 b e -

c a u s e t h e e x t e n t o f e x c e s s l i q u i d i t y i n t h e mo r t g a g e ma r -

k e t wa s u n c e r t a i n . Mo r t g a g e i n t e r e s t r a t e s we r e e x t r e me l y

s l o w t o f a l l a s c o mp a r e d wi t h o t h e r i n t e r e s t r a t e s . A

l a r g e s a l e s p r o g r a m b y F NMA d u r i n g 1 9 7 6 wo u l d n o t o n l y



2380

- 6 7 -

h a v e i n t e r f e r e d wi t h t h e c o n t i n u i n g e f f o r t s o f GNMA t o

l i q u i d a t e i t s mo r t g a g e p o r t f o l i o , b u t c o u l d h a v e f u r t h e r

i n h i b i t e d a g e n e r a l r e d u c t i o n i n mo r t g a g e i n t e r e s t r a t e s

t o t h e d e t r i me n t o f c o n s u me r s .

Th e r e l a t i v e l y s ma l l v o l u me o f mo r t g a g e s s o l d d u r i n g

1 9 7 6 ( $ 8 6 . 1 mi l l i o n ) wa s i n r e s p o n s e t o s e v e r a l o f f e r s

wh i c h p e r mi t t e d e c o n o mi c r e i n v e s t me n t o f t h e p r o c e e d s .

RES EARCH AND I NNOVATI ON

F NMA h a s ma d e s e v e r a l c o n t r i b u t i o n s t o a d v a n c i n g

r e s e a r c h a n d i mp r o v i n g i n s t i t u t i o n a l p r a c t i c e s i n t h e

f i e l d s o f u r b a n d e v e l o p me n t a n d h o u s i n g . Th e c o r p o r a t i o n

h a s h e l p e d f u n d o n g o i n g h o u s i n g a n d u r b a n d e v e l o p me n t

r e s e a r c h a t t h e J o i n t Ce n t e r f o r Ur b a n S t u d i e s o f MI T

a n d Ha r v a r d , c o n t r i b u t i n g $ 1 0 , 0 0 0 a n n u a l l y t o t h e Ce n t e r .

Amo n g t h e Ce n t e r ' s s t u d i e s t h a t h a v e b e e n a s s i s t e d i s o n e

o n a l t e r n a t i v e mo r t g a g e d e b t a r r a n g e me n t s . F NMA h a s

a l s o f u n d e d a f e l l o ws h i p f o r a n MI T g r a d u a t e s t u d e n t wh o

c o n c e n t r a t e d h e r r e s e r a c h o n t h e r e s i d e n t i a l mo r t g a g e

ma r k e t . I h a v e f o r s e v e r a l y e a r s s e r v e d o n t h e Ce n t e r ' s

P o l i c y Ad v i s o r y Bo a r d a n d o n t h a t Bo a r d ' s Ex e c u t i v e Co mmi t t e e .

F NMA h a s h e l p e d f u n d o t h e r s t u d i e s o n h o u s i n g ma t t e r s

b y r e s e a r c h f o u n d a t i o n s , a n d h a s c o n t r i b u t e d $ 5 0 , 0 0 0

t o wa r d t h e d e v e l o p me n t o f u n i f o r m s t a t e l a ws . Th e s e a r e

t h e Un i f o r m Co n d o mi n i u m Ac t , t h e Un i f o r m La n d Tr a n s a c t i o n
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Ac t a n d t h e Un i f o r m S i mp l i f i c a t i o n o f La n d Tr a n s f e r s Ac t .

Ou r p r o f e s s i o n a l s t a f f h a s c o n t r i b u t e d e x t e n s i v e l y t o

p e r f e c t i n g t h e s e mo d e l l a ws .

URBAN LENDI NG

On p a g e s 8 - 1 0 o f t h e p r e p a r e d s t a t e me n t , t h e d e t a i l s

o f F NMA' s a f f i r ma t i v e l e n d i n g p r o g r a m a r e o u t l i n e d . Ba s e d

o n a l mo s t f i v e y e a r s o f e f f o r t , i n c l u d i n g F o r u m On e h e l d

i n S e p t e mb e r 1 9 7 3 a n d F o r u m Two h e l d i n J u n e 1 9 7 5 , t h e

c o r p o r a t i o n i s n o w a c t i v e l y wo r k i n g t o e n c o u r a g e l o c a l

g o v e r n me n t s , l o c a l l e n d i n g i n s t i t u t i o n s , c o mmu n i t y g r o u p s ,

h o me b u i l d e r s a n d o t h e r s t o mo b i l i z e t h e i r r e s o u r c e s t o

s a v e t h e b i l l i o n s o f d o l l a r s wo r t h o f d e t e r i o r a t i n g b u t

s t i l l s o u n d h o u s i n g s t o c k i n o l d e r n e i g h b o r h o o d s a r o u n d

t h e c o u n t r y .

Th e r o l e o f F NMA i s n o t t o g o i n t o a c i t y a n d i n v e s t

mi l l i o n s o f d o l l a r s i n mo r t g a g e s a l l b y i t s e l f . I t i s

wi l l i n g t o j o i n wi t h o t h e r s t o i n v e s t . F NMA' s ma i n r o l e

i s t o a c t a s a c a t a l y s t - - t o u r g e a n d t o d e mo n s t r a t e t o

l e n d e r s t h a t s o u n d l o a n s c a n b e ma d e t o q u a l i f i e d b o r r o we r s

i n t h e o l d e r u r b a n n e i g h b o r h o o d s , p r o v i d e d t h e r e i s l o c a l

c o mmu n i t y a n d l o c a l g o v e r n me n t s u p p o r t i n p r e v e n t i n g

d e t e r i o r a t i o n a n d i n t a k i n g me a s u r e s t o r e v i t a l i z e s u c h

n e i g h b o r h o o d s .

CONCLUS I ON

Th e mo s t s i g n i f i c a n t me a s u r e o f F NMA' s p e r f o r ma n c e i s

i t s a b i l i t y t o b u y r e s i d e n t i a l mo r t g a g e s i n l a r g e v o l u me s
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a t u n p r e d i c t a b l e p o i n t s i n t i me , n o t o n c e , b u t f r e q u e n t l y

a s n e e d e d t o ma i n t a i n o r d e r l y ma r k e t s f o r r e s i d e n t i a l

l o a n s . Th i s i s h o w F NMA c o n s t r u e s t h a t p o r t i o n o f S e c t i o n

3 0 1 o f i t s Ch a r t e r Ac t , wh i c h s t a t e s t h a t i t s p u r p o s e i s t o

" p r o v i d e s u p p l e me n t a r y a s s i s t a n c e t o t h e s e c o n d a r y ma r k e t

f o r h o me mo r t g a g e s b y p r o v i d i n g a d e g r e e o f l i q u i d i t y f o r

mo r t g a g e i n v e s t me n t s , t h e r e b y i mp r o v i n g t h e d i s t r i b u t i o n o f

i n v e s t me n t c a p i t a l a v a i l a b l e f o r h o me mo r t g a g e f i n a n c i n g . "

FNMA h a s me t t h i s t e s t . I n 1 9 6 9 FNMA i s s u e d o v e r

$ 6 . 6 b i l l i o n i n c o mmi t me n t s a n d p u r c h a s e d o v e r $ 4 . 2 b i l l i o n

i n mo r t g a g e s ; i n 1 9 7 0 , a l mo s t $ 7 . 6 b i l l i o n i n c o mmi t me n t s

a n d p u r c h a s e s o f o v e r $ 5 . 5 b i l l i o n ; i n 1 9 7 3 , o v e r $ 6 . 1

b i l l i o n i n c o mmi t me n t s a n d p u r c h a s e s o f o v e r $ 6 . 2 b i l l i o n ;

a n d , i n 1 9 7 4 , a l mo s t $ 5 . 4 b i l l i o n i n c o mmi t me n t s a n d p u r c h a s e s

o f o v e r $ 7 b i l l i o n .

I n t h e Ho u s e a n d S e n a t e Co mmi t t e e r e p o r t s a c c o mp a n y -

i n g t h e 1 9 6 8 Ho u s i n g Ac t , t h e Co n g r e s s e x p r e s s e d t h e e x p e c -

t a t i o n " t h a t t h e p r i v a t e l y o wn e d c o r p o r a t i o n ( i . e . , F NMA) ,

wi t h i t s i mp r o v e d f i n a n c i n g me t h o d s , wi l l a d d a s i g n i f i c a n t

i mp e t u s t o t h e f l o w o f f u n d s i n t h e s e c o n d a r y ma r k e t a n d

t h e a v a i l a b i l i t y o f c r e d i t i n t h e h o me mo r t g a g e ma r k e t . "

Th e r e c o r d s h o ws t h a t t h e p r i v a t e l y f i n a n c e d a n d ma n a g e d

FNMA c h a r t e r e d b y t h e Co n g r e s s i n 1 9 6 8 h a s me t t h i s Co n g r e s s i o n a l

e x p e c t a t i o n .
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Mr . ASHLEY. We appr eci at e your st at ement , Mr . Hunt er , and I com-
me nd you f or s ome of t he ini t i at ives t hat t he cor por at i on has t aken.
I t has asset s of over $30 bi l l i on, i s t hat cor rect ?

Mr . HUNTER. That ' s correct .
Mr . ASHLEY. An d l iabi l i t ies
Mr . HUNTER. Al mos t mat chi ng it. [ Laught er . ]
Mr . ASHLEY. Wel l , I t hi nk t hat s ome of t he ini t i at ives t hat you have

spoken about t hi s af t er noon ar e commendabl e and of i nt erest t o us.
Bef or e I get t o your cur r ent l endi ng pr ogr am, i f I woul d ask you,

what woul d be mos t useful t o F NMA t hat t hi s subcommi t t ee shoul d
consi der i n connect i on wi t h t hese hear i ngs, how woul d you r espond t o
t hat ?

Mr . HUNTER. Wel l , I woul d r espond by sayi ng t hat our r ecom-
mendat i on wi t h respect t o an i ncrease i n our l i mi t f or t he convent i onal
mor t gage pr ogr am shoul d not onl y be seri ousl y consi der ed, but f avor -
abl y act ed upon.

Al so, I woul d hope t hat t he commi t t ee woul d not t ake any act i on
wi t h respect t o our char t er , or ma ke any change i n our power s or our
aut hor i t y, whi ch woul d adver sel y affect our abi l i t y t o bor r ow f unds
i n t he capi t al mar ket s of t he wor l d, and conver t t hese f unds i nt o
mor t gage f unds t o f i nance housi ng i n t hi s count r y.

We feel at t he present t i me t hat F NMA i s wor ki ng r at her smoot hl y
and effect ively. Our rel at i onshi p wi t h HUD, and wi t h Tr easur y, over
t he l ast 8 t o 9 year s has been not onl y ami cabl e, but i t has been
product i ve.

Mr . ASHLEY. Ho w muc h of your por t fol i o i s r epresent ed by t he
pur chase of mor t gages whi ch ar e i nsur ed mor t gages?

Mr . HUNTER. The convent i onal mor t gages?
Mr . ASHLEY. Yes .
Mr . HUNTER. We ar e up t o al most $5 bi l l ion. Whi c h woul d be al -

mos t $5 bi l l i on out of $33 bi l l ion. Wh a t i s t hat ?
Mr . ASHLEY. The o t h e r s —
Mr . HUNTER. About 15 percent .
Mr . ASHLEY. Ho w does t he rest of t he port fol i o br eak down?
Mr . HUNTER. We have $12. 9 bi l l ion i n F HA home mor t gages. We

have $9. 2 bi l l i on i n VA' s and i n convent i onal s, about $4. 8 bi l l ion.
Now, we onl y have a home mor t gage pr ogr am under convent i onal s.

So about 15 per cent or a lit tle l ess—bet ween 14 and 15 per cent t hen i s
i n convent i onal mor t gages. The convent i onal pr ogr am i s gr owi ng.

As a mat t er of fact , we had an auct i on yest er day and we had offers
of over $200 mi l l i on i n convent i onal mor t gages made t o us. On proj ect
mor t gages we have $6 bi l l i on i n FHA' s . An d t hat i s it . Come s t o a t ot al
of $32. 9 bi l l ion and 23 per cent of our port fol i o i s subsi di zed housi ng
f or l ow- and moder at e- i ncome fami l i es' , 77 per cent i s not .

Mr . ASHLEY. The admi ni st r at i on di dn' t ask f or any addi t i onal con-
t ract aut hor i t y f or sect i on 235 pr ogram' s, your r ecommendat i on asked
f or an addi t i onal year—, wi t h-no addi t i onal cont ract aut hor i t y; i s t hat
r i ght ?

Mr . HUNTER. We l l —
Mr . ASHLEY. Wh a t ar e you suggest i ng?
Mr . HUNTER. Wel l —under sect i on 235?
Mr . ASHLEY. Yes .
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Mr . HUNTER. Wel l , I don' t t hi nk I a m i n as good a posi t i on as t he
subcommi t t e i s t o gi ve an est i mat e on t hat . I have not t al ked recent l y
wi t h H UD as t o what i t coul d do. But , I woul d say t hat sufficient f und-
i ng shoul d be pr ovi ded t o keep i t goi ng f or a year .

Mr . ASHLEY. Wel l , l et me-
Mr . HUNTER. I t woul d have t o be under di fferent rul es. I woul dn' t

even say rul es. I woul d say a di fferent qual i t y of admi ni st r at i on t han
was fi rst appl i ed. Of course, now ci r cumst ances ar e muc h mor e di ffer-
ent . The heat i s not on now as i t was back t hen i n 1969 and 1968 t o get
t hi s hous i ng pr oduced. An d we have l ear ned by exper i ence t hat t hi s
pr ogr am requi res mor e careful admi ni st rat i on. Ther e wer e ma ny peo-
pl e put i n sect i on 235 houses as homeowner s t hat shoul d not have been
t here.

Tha t i s wh y I gave t he exampl e of Mi l waukee. Thi s proj ect was
careful l y put t oget her . At t he t i me t her e was an F HA ar ea di rect or
who was car eful and who pr oduced a good, a ver y good proj ect . I t was
not al l sect i on 235. I t was a mi x. An d i t i s wor ki ng.

I t hi nk t hat can be done i f t her e i s t he wi l l .
Mr . ASHLEY. Wel l , i n t hi s aff i rmat i ve l endi ng pr ogr am you ar e i n

t he pr ot ot ype st age r i ght now, I t ake i t ?
Mr . HUNTER. Pr ot ot ype as f ar as new l endi ng t echni ques.
For exampl e, we ar e goi ng t o go t r y second mor t gages we ar e goi ng

_ t o use a wr ap- ar ound mor t gage, we ar e goi ng t o use a smal l er down-
payment , we goi ng t o use a gr aduat ed payment mor t gage.

Wha t ki nd of a mi x ar e we l ooki ng f or ?
Our aff i rmat i ve l endi ng pr ogr am i s oper at i ng. We ar e act i vel y

sol i ci t i ng l oans f r om mor t gage or i gi nat ors on proper t i es i n ur ban
areas.

Hi st ori cal l y, F NMA has react ed mor e t han act ed. I t has been a
faci l i t y f or t he pur chase over t he year s of F HA and VA mor t gages.
The pol i cy has been t hat F NMA woul d pur chase what ever was offered
i f t he l oans wer e gover nment - backed.

We got i nt o our convent i onal mor t gages pr ogr am aft er t he 1970
act , and wi t hout any Gover nment i nsur ance or guar ant ee we had t o do
our own under wr i t i ng and t o set st andar ds of under wr i t i ng t hat we
expect of t he mor t gage ori gi nat ors who want t o sel l t o us.

• Ther ef or e, we have t o under wr i t e t hese mor t gages because i f t her e
i s any l oss, i t woul d be our loss.

Mr . ASHLEY. Wel l , I suppose t hat my
Mr . HUNTER. Ther e i s one mor e poi nt , Mr . Chai r man, I woul d l i ke

t o make.
I don' t l i ke t o use t he wor d "r edl i ni ng" because i t has so ma ny bad

connot at i ons. But i t i s a f act t hat i n t hi s count r y at t hi s t i me i t does
not have t o do wi t h race. I t has t o do wi t h t wo t hi ngs, i n my opi ni on.

One i s t he concer n of l enders t hat l endi ng i n ol der ur ban ar eas i s t oo
gr eat an economi c ri sk.

The ot her poi nt of concer n i s t hat t her e has been a t r emendous
amount of homebui l di ng. Ther e have been a gr eat number of sal es, a
gr eat deal of f i nanci ng, and l endi ng i nst i t ut i ons, l i ke al l ot her busi ness
f i rms, go af t er t hat busi ness whi ch i s t he easi est and t he mos t profi t abl e.

I t i s onl y when a si t uat i on ari ses, when t he peopl e i nvol ved real i ze
t hat t her e i s a great er pr obl em whi ch, i f i t i s not successful l y corn-
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bat ed, wi l l i n t he l ong- r un affect t hei r i ndi vi dual busi nesses i s t her e
a change i n at t i t udes or appr oach.

We f ound t hat t her e ar e cert ai n l enders maki ng ur ban l oans whi ch
have del i nquency rat es and forecl osure rat es act ual l y l ower t han i n
s ome of t he subur bs.

So a par t of our affi rmat i ve l endi ng pr ogr am i s t o i nduce a great er
i nt erest on t he par t of or i gi nat i ng l ender s i n ur ban l oans.

Mr . ASHLEY. I di dn' t me an t o charact er i ze your t est i mony wi t h
respect t o t he l endi ng pr ogr am as a prot ot ype. I under st and bet t er
now t he di mensi ons t hat i t spans.

I n your pr epar ed st at ement on page ni ne you do s ay t hat St . Loui s
was sel ect ed as t he si t e f or t he ne w F NMA pr ogr am f or several i m-
por t ant reasons, whi ch does suggest a si ngl i ng i n t er ms of f ocus by
F NMA.

Mr . HUNTER. For exper i ment al pur poses we cal l t hat a pi l ot pr o-
gr am. We pl an one mor e-

Mr . ASHLEY. You real l y di dn' t l i ke t he wor d "pr ot ot ype. " I gat h-
er ed t hat . An d I wi l l accept your t er mi nol ogy. "Pi l ot . " We can cer -
t ai nl y agr ee on t hat .

Mr . HUNTER. Yes .
Mr . ASHLEY. Wh a t i nt erest ed me her e i s t hat you s ay t her e ar e

several i mpor t ant r easons whi ch ar e essent i al t o i ts success. The si te
has s ome nei ghbor hood ar eas whi ch t hough suf fer i ng f r om past de-
t eri orat i on have not r eached a severe st at e of bl i ght . An d you say,
t her e ar e nei ghbor hood associ at i ons i n t hese ar eas i n whi ch t he l ocal
gover nment i s under t aki ng a syst emat i c pr ogr am of code enfor ce-
ment and i n whi ch publ i c f unds ar e bei ng used. Thi s s ounds surpri s-
i ngl y l i ke t he basi c t ype of si t uat i on, cri t eri a, t hat t he ur ban rei nvest -
ment t ask for ce has used i n sel ect i ng s ome 28 or 30 ci t ies i n whi ch t o
mount i ts pr ogr am whi ch, as you know, i s desi gned t o br i ng about a
sol ut i on t o t he pr obl em of redl i ni ng, i nsuffi ci ency of publ i c servi ces,
and so f or t h, i n t hat t arget ed area. An d I a m wonder i ng i f you have
gi ven any t hought t o j oi ni ng t he ur ban r ei nvest ment t ask f or ce wi t h
your i ni t i at ive t o suppor t t hose effort s? Ha ve t her e been any such
di scussi ons? Obvi ousl y you repr esent an avenue as f ar as t he pur chase
of mor t gages i s concer ned t hat ma y not be readi l y avai l abl e t o t he
t ask force. An d i t woul d s eem t o me t hat t he cri t eri a t hat you have
descr i bed ar e so si mi l ar t o t hose l ooked f or by t he t ask f or ce t hat
your pur pose i s suffi ci ent ly c ommon t hat t her e mi ght be a j oi ni ng
i n t hi s effort so t hat we fill out t he t ool s t hat ar e needed i n or der
t o do t he mor e effect ive j ob t hat ever yone has i n mi nd.

Mr . HUNTER. I don' t t hi nk I have t al ked t o anyone personal l y about
our pr ogr am except you. An d onl y t o . you bri efly. I woul d say t hat
we woul d be ver y pl eased t o j oi n effort s wi t h t he ur ban r ei nvest ment
t ask force. We offer our cooperat i on.

Mr . ASHLEY. Wh y don' t you-
Mr . HUNTER. An d our faci l i t i es t o t he ext ent we have faci l i t i es

t o wor k wi t h t he t ask f orce because I under st and t he nat ur e and t he
obj ect i ves of t he t ask force. And, as you say, t hey ar e ver y si mi l ar .
They ar e real l y t he s ame.

We ar e oper at i ng i n one ci t y at t hi s poi nt because of l i mi t at i ons
of our own resources. But when i t comes t o an exchange of i nf or ma-
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t i on seeki ng t o do as much as possi bl e f or t he ent i re count r y we
woul d wor k wi t h and we woul d be i n t ouch wi t h t he t ask force.

Mr . ASHLEY. I t mi ght be a good i dea f or you and Mr . Moor head
and mysel f t o get t oget her f or a dr i nk s ome af t er noon and see i f
we can' t put somet hi ng t oget her .

Mr . HUNTER. Excel l ent i dea.
Mr . ASHLEY. The fi rst par t or t he second par t ?
Mr . HUNTER. I t al l goes t oget her .
[ Laught er . ]
Mr . ASHLEY. Tha nk you.
Mr . Moor head.
Mr . MOORHEAD. Tha nk you, Mr . Chai r man. Fi r st , Mr . Hunt er , I

want t o congr at ul at e you on t he appendi x whi ch I have not had t i me
t o r ead. But I have r ead t he t abl e of cont ent s, and I t hi nk t hi s woul d
be an excel l ent sour ce paper f or peopl e t r yi ng t o get a gr asp on t he
hi st ory and present f unct i oni ng of F NMA. The chai r man sai d pre-
vi ousl y t hat he want ed t o be a devi l ' s advocat e. Let me be one wi t h
respect t o page fi ve of your pr epar ed st at ement when you t al k about
t he l i mi t s on t he pur chases, present on convent i onal , $55, 000 havi ng
an unpai d bal ance. Tha t coul d be a ver y expensi ve house. Ho w can
we j ust i fy t hat t o our br ot her s and si st ers across t he st reet f r om
t he Capi t ol when we come up t her e?

Mr . HUNTER. Of cour se t he present l i mi t at i on i s $55, 000. Tha t l i mi t
was set i n 1974. An d si nce, i n t he per i od Sept ember , 1974, t o Decem-
ber, 1976, t her e was over a 26 per cent i ncrease i n t he sal es pri ce medi an
f or a ne w house and a 20. 4 per cent i ncrease f or exi st i ng housi ng.
Al l our pr oposal does i s t o rai se t he dol l ar l i mi t s so t hat basi cal l y
t he s ame house can be f i nanced t oday t hat was f i nanced 21/ 2 year s
ago.

No w gr ant ed t her e has been s ome i ncrease i n si ze of housi ng, and
buyer s ask f or mor e ameni t i es. So house pr i ces t oday ar e hi gher
not j ust because of i nfl at i on or because of t he cost of l and. They are
hi gher because t he houses ma y be l arger and t he ameni t i es ar e gr eat er
and mor e cost ly. But t he gener al pr i ce i ncrease i n housi ng wi t hout a
change i n t he si ze war r ant s an i ncrease i n our dol l ar l i mi t at i on.

Mr . MOOREHEAD. Mr . Hunt er , on page 7 of your pr epar ed st at ement
you speak about an ar ea whi ch we can' t do anyt hi ng about , but I a m
i nt erest ed i n it, you say l ocal gover nment s mus t be wi l l i ng t o modi f y
zoni ng and bui l di ng codes and ot her l aws or or di nances t hat di scr i m-
i nat e agai nst t he rehabi l i t at i on of exi st i ng housi ng. Wha t sor t of
t hi ngs ar e you t al ki ng about ? Wh a t ar e t he ki nds of t hi ngs you ar e
t hi nki ng, about t her e?

Mr . HUNTER. We have pr oduced a document ar y f i l m t hat I ' hope you
wi l l see. I t r uns about 30 mi nut es. I t s hows what has recent l y goi ng
on i n five di fferent ci t ies i n t he Uni t ed St at es i n t he ar ea of rehabi l -
i t at ion. We poi nt out exampl es of wha t we ar e di scussi ng now. For
exampl e. and t hi s i s not j ust one ci t y, t here ar e a number of ci t ies
whi ch wi l l not per mi t t he use of pl ast i c pi pe or wi l l not per mi t sub-
st ant i al rehabi l i t at i on or ne w const ruct i on on a 25-foot wi de lot . Now,
f or exampl e, i n t he case of t he 25-foot lot , we wer e l ooki ng at Denver .
The peopl e i nt erest ed i n rehabi l i t at i on, not onl y i n doi ng t he wor k
but i n l i vi ng i n rehabi l i t at ed houses went t o t he Ci t y Counci l on ap-
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peal , and got t he l aw changed, so t ' hat subst ant i al rehabi l i t at i on or ne w
const ruct i on i s al l owed on a 25- foot l ot on whi ch t her e had been an
exi st i ng house.

Ma ny, ma ny ci t i es have changed t hei r r equi r ement s wi t h respect t o
pl umbi ng st andar ds so t hat pl ast i c pi pe now i s al l owed. The f i l m il-
l ust rat es t hat t her e i s pr ogr ess bei ng ma de and i t has been ma de l o-
cal ly. We can' t ask t he Congr ess t o l egi sl at e i n t hi s ar ea; t hi s i s not t he
Congr ess at t hi s poi nt . Anot her exampl e. We ar e now on a t our , s o t o
speak, of a number of cit ies. We ar e vi si t i ng 10 ci t i es t al ki ng about
our affi rmat i ve l eandi ng pr ogr am. We ar e i nvi t i ng 100 peopl e i n each
case, s howi ng t he f i l m and what can be done i f al l t hese di fferent
fact ors wor k t oget her .

Mr . MOORHEAD. Fi nal l y, Mr . Hunt er , I a m pl eased t hat you bel i eve
t hat we shoul d have several housi ng t ool s i ncl udi ng t he sect i on 312 re-
habi l i t at i on l oan pr ogr am, t hat you woul d not onl y cont i nue i t but add
t o i ts pr ogr am, and t hen as you have suggest ed t o t he chai r man, t hat we
i ncl ude t hat as avai l abl e f or your port fol i o because I bel i eve t hat i s an
excel l ent pr ogr am f or cer t ai n areas, f or i mpr ovi ng t he qual i t y of l i vi ng
i n our cit ies. Al so t hat you suppor t t he sect i on 235 pr ogr am whi ch I
t hi nk was and still i s an excel l ent pr ogr am, al t hough we ma y have as-
si gned t he admi ni st er i ng of i t , i t ma y be our faul t , assi gni ng a soci al
pr ogr am t o a par t of HUD whi ch was not soci al l y or i ent ed, and i t was
not as careful l y admi ni st er ed as we woul d l i ke, and t he pl aces wher e i t
fai l ed got t he _great publ i c at t ent i on and t he gr eat maj or i t y of cases
wher e i t was successful , t hat was not news so i t di d not recei ve t hat
at t ent i on.

So I f or one a m ver y pl ease t hat you do suppor t t hat , t he cont i nu-
at i on of t hat pr ogr am, and t hat you gave us t he benefi t of t he Mi l -
waukee exampl e t hat you have desor i bed t o us.

I have no f ur t her quest i on, Mr . Chai r i nan.
Mr . ASHLEY. Mr . Mi t chel l .
Mr . MI TCHELL. As per usual , I a m a ver y t roubl ed man. Not because

of wha t —a nd I won' t be ver y l ong—not because of what i s i n your
t est i mony but because of t he i mpl i cat i on of your t est i mony and
ot her t est i mony t hat I have hear d. An d I j ust want ed t o—I don' t
know what good i t wi l l do t o l ay out my concer ns r i ght now, but
maybe l at er s omebody wi l l r ead a r epor t of t hi s commi t t ee and say,
Mr . Mi t chel l was t her e hammer i ng away, rai si ng s ome quest i ons or ,
per haps, consi der t hem i rrel evant . But wha t t roubl es me is, I have
no pr obl em at al l wi t h your effort s and t he effort s of t hi s sub-
commi t t ee and HUD and ever ybody el se t o l ure whi t es back i nt o
t he ci t y, t o br i ng t he subur bani t es back i n. I have no pr obl em wi t h
t hat . Tha t i s par t of an i nt egrat ed soci et y concept , t hat i s pol i cy i n
Amer i ca, But what t roubl es me i s t hat t he just i fi cat i on f or t hi s effort
i s al ways based on t he assumpt i on t hat we have t o do t hi s i n or der t o
secure a vi abl e t ax base f or t he ci ties, whi ch i nferent i al l y t o me means
t hat we ar e ant i ci pat i ng t he pr esent i nhabi t ant s of ci t ies t o r emai n i n
t hei r pr esent economi c st at us ad i nf i ni t um.

Wh a t we ar e sayi ng is, l ook, you guys who ar e poor , l ower i ncome,
who ar e now l i vi ng i n ci t ies, don' t expect t o come up t he l adder at al l ,
don' t expect t o ri se up t hat l adder f ar enough so t hat you wi l l ever
be come a par t of a vi abl e t ax base. Tha t i s t he fi rst t hi ng t hat t roubl es
me.
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The second t hi ng t hat t r oubl es me i s, t hat i n our effort t o l ur e—
and I use t he t er m l oosel y—subur bani t es back i nt o t he ci t y, wha t t hen
happens t o s ubur ban housi ng, whi ch was const ruct ed wi t h t he ai d of
t he Gover nment af t er Wor l d Wa r I I ? Do we pl an t o bul l doze i t
down? Do we pl an t o put i n par ks i n subur bi a, or wi l l t her e be new
hous i ng?

I n shor t , t he t r oubl esome aspect f or me i s, do we pl an t o rel ocat e
t he nonvi abl e t ax ent i t i es out f r om ci t ies i nt o subur bi a? I l i ke t he
i dea of your aff i rmat i ve l endi ng pl an. I t i s wor t h t r yi ng. Wh a t do you
descr i be as medi an- i ncome f ami l i es i n t hat ar ea? Wh a t dol l ar f i gure?

Mr . HUNTER. I f you ar e t al ki ng about f ami l i es as di st i ngui shed
f r om i ndi vi dual s, you ar e pr obabl y t al ki ng about $15, $20, $25 t hou-
s and at t hi s t i me, and even hi gher . But we woul d hope t o be abl e t o
f i nance hous i ng under t hi s pr ogr am t o assi st f ami l i es t hat ar e i n t he
$15 t o $20 t housand i ncome bracket .

Wh e n one goes t o a l ower i ncome bracket , and one i s t al ki ng about
revi t al i zi ng t he ci t ies and wi t h t he cost s i nvol ved, s ome sor t of gov-
er nment al assi st ance wi l l be r equi r ed. Whe t he r i t f r ont - end subsi di es
or t hr ough sect i ons 235 or 236.

Congr es s man Mi t chel l , you ar e aski ng quest i ons about t he mos t
difficult , t he mos t f rust r at i ng and t he mos t ser i ous pr obl em i nher ent
i n t hi s overal l pr obl em or

Mr . MI TCHELL. Coul d I i nt er r upt you j ust a moment . I know you
want t o r espond, and I want t o c ome back t o t hat quest i on because I
real l y want t o hear your r esponse. Ma ybe you can al l ay my concerns.
But I want t o get t o ot her i t ems and t hen we can come back t o t hose
fi rst t wo i ssues.

I asked how you def i ne " medi an- f ami l y i ncome. " I s a f ami l y at
$15, 000 at t he l ower r ung of t he medi an i ncome?

Mr . HUNTER. Ri ght .
Mr . MI TCHELL. Ca n t hat $15, 000-a- year f ami l y real l y af ford a

$68, 000 house?
Mr . HUNTER. No. The cost of housi ng, as a rul e of t humb, shoul d not

be over 21/ 2 t i mes i ncome.
Mr . MI TCHELL. Tha t i s r i ght . So I guess I have a li tt le pr obl em wi t h

your defi ni t i on of " medi an i ncome" f or your af fi rmat i ve l endi ng pl an,
and t he overal l defi ni t i on t hat we have f or medi an- i ncome fami l i es,
because we def i ned i t general l y i n housi ng oper at i ons t hat " l ower
r ung" real l y means t hat ma n y of t he proposal s, t he i deas about t he
sel l i ng pr i ce f or a house, i n effect , has no si gni f i cance f or t hat l ower
r ung. $55, 000, f or exampl e, I a m not sur e t hat ma ny $15, 000- i ncome
fami l i es can real l y af ford t hat .

I f you wi l l i ndul ge me j ust a l i t t le bi t mor e, I have one fi nal ques-
t i on. I appreci at ed al l of you t est i mony, except f or one smal l par t and
t hat was t he par t wher e you got t o t he pr obl ems of i nner-ci t y hous-
i ng. Ever y ot her pl ace you wer e ver y, ver y speci fi c wi t h r ecommenda-
t i ons. Thi s i s wha t we ought t o be doi ng. But i n t hat sect i on on i nner -
ci t y housi ng, t her e was , i t s eems t o me , j ust a general i zed st at ement
sayi ng, " We have a mul t i t ude of pr obl ems. "

Wh a t shoul d we do wi t h t hem? I want ed t o ask you speci fi cal l y,
wha t ar e t he pr obl ems t hat your agency conf r ont s i n t er ms of i nner -
ci t y hous i ng? I t hi nk r ed l i ni ng i s based on race, but apar t f r om t hat ,
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I woul d l i ke t o know, j ust t hr ee speci fi cs t hat you conf r ont i n t er ms
of i nner-ci t y housi ng, and maybe we can addr ess t hem.

I have t hr own a l ot at you. Yo u can r espond i n any wa y t hat you
can, i n any sequence t hat you car e t o.

Mr . HUNTER. Wel l , first, l et me say what our Char t er Ac t per mi t s:
F NMA i s onl y per mi t t ed t o buy mor t gages wi t hi n t he r ange of mar -
ket pri ces, and we oper at e ent i rel y wi t h our own f unds . Ther ef or e, we
cannot subsi di ze. So whe n i t comes t o housi ng f or l ow- and moder at e-
i ncome fami l i es, we can pur chase mor t gages under sect i ons 235 and
236 wher e par t of t he i nt erest i s pai d by HUD.

The pr obl em t hat we see i s f i ndi ng mor t gage f unds f or f i nanci i g
t he acqui si t i on of ur ban housi ng. I n ma ny cases, i n ur ban ar eas whi ch
ar e begi nni ng t o det eri orat e but whi ch ar e still vi abl e or sal vageabl e,
t here ar e not ma ny l enders t hat ar e wi l l i ng t o get i nvol ved; and yet ,
t hose t hat have ar e f i ndi ng t hat t hese mor t gages ar e sound, t her e ar e
cr edi t wor t hy buyer s, t her e i s val ue. Wh e n one t al ks about val ue, he i s
t al ki ng about resal e. I n t he case of forecl osure, one want s t o be abl e
t o sel l f or a pri ce t hat wi l l cover t he mor t gage bal ance.

Now, t he at t i t ude of ma ny apprai ser s, and we have t al ked t o t he
appr ai sal societ i es about t hi s, has been or i ent ed t owar d ne w const ruc-
t i on or newer ar eas of t he ci t ies, or t owar d t he subur bs, and i n t he case
of i nner ci t y proper t i es t hey have not been abl e, t hey have not been
wi l l i ng t o gi ve t he s ame wei ght t o ei t her credi t wor t hi ness of t he buy-
er s or t o mar ket val ue of pr oper t y.

Anot her t hi ng, s ubur ban l endi ng i s mor e of a ret ai l busi ness, as
di st i ngui shed f r om a whol esal e busi ness. A l ot of i nner ci t y l endi ng
has t o be spot busi ness. I t i s muc h si mpl er f or a bui l der or real es-
t at e agent t o go t o a l ender and wr i t e cont ract s f or 200 uni t s, t han t o
accept appl i cat i ons one at a t i me and i n t he pr ocess pr obabl y have
t o t ur n down 25 t o 50 per cent of t hem, but t hen ma ke t he effort t o
fi nd addi t i onal el igi bl e bor r ower s.

Mr . MI TCHELL. I t hi nk I a m squar ed away on one poi nt . Tha t i n-
vol ves l endi ng i nst i t ut i ons and t he resal e pr obl em. Tha t i s one speci fi c
pr obl em you conf r ont .

Mr . HUNTER. Yes .
Mr . MI TCHELL. Ar e t her e ot her s?
Mr . HUNTER. The ot her pr obl ems ar e t o hel p ci t i es real i ze t hat i t

i mpor t ance of nei ghbor hood organi zat i ons. Thes e have never had so
be done about t he i nf rast ruct ure, because peopl e won' t st ay i f t he
publ i c faci l i t i es ar e not kept up.

Anot her t hi ng t hat ' s becomi ng mor e appar ent i n t hi s count r y i s t he
i mpor t ance of nei ghbor hood organi zat i ons. Ther e have never had so
ma ny organi zat i ons as t her e ar e now. They exi st wher e t her e i s suc-
cess i n ur ban rehabi l i t at i on. I ci t ed Mi l waukee. Ther e, t he nei ghbor -
hood organi zat i ons ma ke sur e t hat ever ybody makes an effort t o keep
hi s pl ace up. Sect i on 235 wor ks wher e t her e i s a raci al mi x. Peopl e
wi t h l ess exper i ence as homeowner s see t he exampl e of ot her s and fol -
l ow it. The y act ual l y f ol l ow i t, and t hat ' s what makes t he pr ogr am a
success.

Ther e i s t he pr obl em t hat you poi nt ed out , t he ghet t os of t he poor
and of t he bl acks, of raci al mi nori t i es, and t o br eak up t he ghet t o and
t o i mpr ove hous i ng condi t i ons, t he rel ocat i on of s ome ma y be requi red,
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and t hat wi l l be a cost t o t he Gover nment , but i t wi l l have t o be
done.

Mr . MI TCHELL. OK. Do I have a bi t mor e t i me?
Mr . ASHLEY. We ar e meant t o be out of her e by 4 p. m. , but i f you

woul d car e f or anot her mi nut e or t wo, you ar e cert ai nl y ent i t l ed t o it.
Mr . MI TCHELL. Your graci ousness i s al ways appr eci at ed.

Woul d you c omme nt on t hose t wo pr obl em areas t hat I rai sed?
Ma ybe I a m rai si ng a fal se pr obl em, but I don' t t hi nk t hey have got
t o bui l d housi ng i n subur bi a and abandon it. An d I t hi nk we ar e say-
i ng, "Fol ks , wher e you ar e r i ght now, t hat ' s wher e you ar e goi ng t o be
unt i l t he year 2, 000, or mor e. '

Woul d you j ust comment on t hat ?
Mr . HUNTER. I t hi nk i f we ar e goi ng t o get t hi s raci al and economi c

mi x, t her e has t o be rel ocat i on. We mus t recogni ze t hat , and we mus t
pr ovi de f or it. Tha t i s an expensi ve proposi t i on, but i n t he l ong r un i t
woul d be l ess expensi ve t han i f we don' t do anyt hi ng about it.

Wh e n i t comes t o sect i on 235, or si mi l ar pr ogr ams t hat ma y f ol l ow,
l et us bui l d t he uni t s somepl ace el se ot her t han on t he si t e wher e a
s l um has been demol i shed. I t hi nk we have got t o mi x t o achi eve a raci al
and economi c mi x. An d i t i s a ha r d—one cannot tel l t hese peopl e, " Go
fi nd your own house. " They have t o be hel ped. But unl ess t hey ar e
hel ped, and unl ess i t i s accompl i shed i n a meani ngf ul way, we can' t
save t he cit ies.

I n St . Loui s, i n t he Pr ui t t I goe proj ect , i t got s o bad, wi t h t he con-
cent rat i on of t he poor , t hat rent s coul dn' t be col l ect ed, t he pol i ce
coul dn' t mai nt ai n l aw and or der , and fi nal l y t he pr oj ect was de-
mol i shed. That ' s an ext r eme case, but t hat ' s t he ul t i mat e end of t hi s
ki nd of concent rat i on.

I t t akes t he pr i vat e sect or and t he Gover nment , wor ki ng t oget her i f
we ar e goi ng t o save our ci ties.

Mr . MI TCHELL. Al l r i ght . Tha nk you.
Tha nk you, Mr . Chai r man.
Mr . ASHLEY. Mr . Hunt er , we agai n say t hank you f or your test i -

mony. I t has been hel pf ul i n t he past , and i t i s hel pf ul on t hi s occasi on.
An d as we pr oceed wi t h t he mar kup, we wi l l be l ooki ng t o your ex-
pert i se. Tha nk you ver y much.

The subcommi t t ee wi l l st and i n recess unt i l 10 a. m. t omor r ow
mor ni ng.

[ Wher eupon, at 4 p. m. t he hear i ng was adj our ned, t o r econvene at
10 a. m. , on Wednes day, Mar ch 9, 1977. ]



HOUSI NG AND COMMUNI TY DEVELOPMENT ACT
OF 1977

WE DNE S DAY, MA R C H 9 , 1 9 7 7

HOUSE OF REPRESENTATI VES,
SUBCOMMI TTEE ON HOUSI NG AND COMMUNI TY

DEVELOPMENT OF THE COMMI TTEE ON BANKI NG
FI NANCE AND URBAN AFFAI RS,

ashi ng t on, D . 0 .
The subcommi t t ee me t at 10 : 20 a. m. i n r oom 2222 of t he Raybur n

Hous e Offi ce Bui l di ng, Hon. Thoma s L. Ashl ey [ chai r man of t he
subcommi t t ee] , presi di ng.

Pr esent : Repr esent at i ves Ashl ey, Pat t er son, AuCoi n, Evans of
I ndi ana, Lundi ne, Roussel ot , Wyl i e, and Grassl ey.

Mr . ASHLEY. The subcommi t t ee wi l l c ome t o order .
The Subcommi t t ee on Hous i ng and Co. mmuni t y Dvel opment i s

cont i nui ng i ts hear i ngs on t he fiscal year 1978 HUD aut hor i zat i ons
and rel at ed mat t er s. An d t hi s mor ni ng we ar e part i cul arl y pl eased
t o l ead off wi t h t he t est i mony of my col l eague, a ne w Me mbe r but
one who has cert ai nl y won t he at t ent i on and t he respect of us i n
t he Congr ess al ready, t he Honor abl e We s Wat ki ns , Congr es s man f r om
Okl ahoma.

Mr . Wat ki ns , we ar e del i ght ed t o have you wi t h us t hi s mor ni ng,
and I under s t and t hat shar i ng t he present at i on wi t h you wi l l be
Ma yor Johnni e B. Lee, who i s presi dent of t he Amer i can Associ a-
t i on of Smal l Ci t i es; i s t hat cor rect ?

Ma yor LEE. Tha t i s correct .
Mr . ASHLEY. We woul d l i ke t o have you pr oceed i n any wa y t hat

you feel comf or t abl e wi t h. An d i f you have ot her s t o be i nt r oduced,
I can do t hat or you can do i t yoursel f , gent l emen. But you pr oceed
wi t h your pr epar ed st at ement , or i f you want t hat i nsert ed i n t he
r ecord, we can do i t t hat way.

However you wi sh t o pr oceed, Mr . Wat ki ns .

STATEMENT OF HON. ' WES WATKI NS, MEMBER OF CONGRESS
FROM THE STATE OF OKLAHOMA

Mr . WATKI NS. Tha nk you ver y much.
Fi rst , I woul d l i ke t o expr ess my appr eci at i on t o you and t he me m-

bers of t he subcommi t t ee f or al l owi ng us t o be her e t oday t o vi si t
on behal f of t he smal l er and r ur al ar eas of Amer i ca. I woul d l i ke
t o yi el d a por t i on of my t i me t o t he Amer i can Associ at i on of Smal l
Ci t i es, and I woul d l i ke t o i nt r oduce t hese peopl e.

( 2391)
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Ma yor Swi nbur n f r om Tul i a, Tex. , and Ma yor J ohn Per r i t t f r om
Rus t on, La. , Mr . Roy Dugger , who i s t he execut i ve di rect or of t he
Amer i can Associ at i on of Smal l Ci t i es, and Ma yor Johnni e B. Lee,
t he pr esi dent of t he Amer i can Associ at i on of Smal l Ci t i es.

An d at t hi s t i me I t hi nk i t woul d be appr opr i at e t o l et Ma yor
Lee del i ver hi s pr epar ed t es t i mony and t hen I woul d l i ke, i f i t i s
agr eeabl e wi t h al l of you, t o t al k about s ome speci fi cs i n s ome ar eas

Mr . ASHLEY. Tha t wi l l be j ust fi ne.
Pr oceed preci sel y as you have suggest ed.

STATEMENT OF J OHNNI E B. LEE, MAYOR, HALTOM CI TY, TEX. ,
PRESI DENT, AMERI CAN ASSOCI ATI ON OF SMALL CI TI ES, ON BE-
HALF OF THE ASSOCI ATI ON, ACCOMPANI ED BY ROY DUGGER,
EXECUTI VE DI RECTOR

Ma yor LEE. I a m Johnni e B. Lee, ma yor of Ha l t om Ci t y, Tex. ,
and f oundi ng presi dent of t he Amer i can Associ at i on of Smal l Ci t i es.

I t i s a di st i nct pl easure f or me and t he ot her f oundi ng officers
of t he Amer i can Associ at i on of Smal l Ci t i es t o ma ke our fi rst f or mal
present at i on t o t hi s subcommi t t ee.

We , as r epresent at i ves of mayor s and ot her el ect ed officials of
smal l ci t ies and r ur al communi t i es , l ook f or war d t o a cl ose, cont i nui ng
and f rui t ful wor ki ng r el at i onshi p wi t h you.

A br i ef over vi ew of t he Amer i can Associ at i on of Smal l Ci t i es ma y
hel p you eval uat e t he concept s set f our t h i n t hi s present at i on.

Our fi rst effort s t o band t oget her t he el ect ed officials of t he fi scal l y
r esponsi bl e ci t i es wi t h under 50, 000 popul at i on began l ess t han 2 year s
ago. We st ar t ed under t he l eader shi p of Mr . Roy Dugger , execut i ve
di rect or ; t he Honor abl e Ra y Li t t on, ma yor of Round Rock, Tex.
di r ect or-at- l arge; and t he Honor abl e Hel en Sha w, past mayor of
Rol l i ngwood, Tex. , nat i onal di r ect or of member s hi p, who each serve
as vol unt eer s wi t hout sal ary.

El ect ed officials i n mor e t han 800 smal l ci t ies i n 20 St at es wer e vi si t ed
dur i ng 1976. I n 1977 t hese vol unt ar y effort s wi l l be ext ended t o smal l
ci t i es and r ur al communi t i es t hr oughout t he 50 St at es and t erri t ori es.

Member s hi p i n t he Amer i can Associ at i on of Smal l Ci t i es i s ex- ,
t ended t o t hose ci t ies, vi l l ages, bor oughs , and t owns wi t h up t o 50, 000
popul at i on t hat have bal anced oper at i ng budget s and have not de-
f aul t ed on capi t al i mpr ovement bond i ssues dur i ng t he past 30 years.
Mor e t han 130 mi l l i on ci t i zens l i ve i n t hese fi scal ly r esponsi bl e smal l
ci t ies and r ur al communi t i es . The el ect ed officials of t hese smal l ci t i es
bel i eve i n and have general l y pr act i ced zer o based budget i ng f or ma ny
years. We ar e cl ose t o t he grassroot s of our gr eat Nat i on.

Our pr i me pur pose i s t o band t oget her as effect i ve pr oponent s of
fi scal responsi bi l i t y and soci al equi t y t hr oughout al l gover nment al
uni t s.

Speci f i c goal s ma y be s ummar i zed as f ol l ows:
Fi rst , seek t he possi bi l i t y of set t i ng up a si ngl e Feder al agency t o

handl e al l pr ogr ams and gr ant s f or t he smal l ci t ies, t ownshi ps and
bor oughs i n t he Uni t ed St at es of Amer i ca;

Second, hel p gui de l egi sl at i on i n budget i ng and appr opr i at i ons t o
a fai r per cent age of moneys al l ocat ed t o t hi s gr oup of appr oxi mat el y
130 mi l l i on ci t i zens;
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Thi r d, seek i nf or mat i on f r om t hi s gr oup f or necessary i nput f or
pr oper l egi sl at i on and gui del i nes f r om t he execut i ve br anch of t he
Feder al Gover nment . Thi s i nf or mat i on i s not now r ecei ved;

Four t h, convey i nf or mat i on t o t he var i ous el ement s of Gover nment
at t he nat i onal l evel r egar di ng wher e and how br eaks i n l egi sl at i on
and gui del i nes shoul d be ma de so t hese smal l er ci t ies and r ur al com-
muni t i es ma y conf or m t o di rect i ves;

Fi f t h, hel p gui de l egi sl at i on and nat i onal gui del i nes i nt o sol ut i ons
t hat assur e t hese ci t i zens have an equal shar e of assi st ance avai l abl e;

Si xt h, hel p cat egor i ze pr obl ems of l i ke nat ure. Cal l meet i ngs of such
gr oups f or an exchange of i deas of pr obl ems and sol ut i ons befor e
seeki ng Feder al assi st ance. Thi s coul d be done wi t h a comput er bank
of i nf or mat i on obt ai ned f r om al l me mbe r ci t i es;

Sevent h, hel p educat e t he newl y el ect ed official i nt o t hei r ne w j obs by
t r ai ni ng i n s t andar d good Gover nment pol i ci es, t her eby savi ng at l east
11. year of effect i ve f unct i oni ng by each official;

Ei ght h, seek i nf or mat i on and sol ut i ons i n t he ar eas of pr obl ems of
t he aged and under empl oyed;

Ni nt h, t o wor k wi t h pr i vat e i ndust r y and ci t y officials t o i ncr ease
empl oyment wi t h smal l i ndust r i es t hat ar e wi t hi n t hei r capabi l i t i es;

Tent h, seek t he best sol ut i on f or avai l abi l i t y of hospi t al and medi cal
car e i n accessi bl e l ocat i ons and wi t h r easonabl e t r anspor t at i on l i mi t s;

El event h, set up s ound gui del i nes f or smal l communi t i es pol i ce
funct i ons as oppos ed t o pr opr i et ary f unct i ons; and

Twel f t h, hel p set up s t andar d rul es f or muni ci pal budget i ng and
bookkeepi ng:

The Amer i can Associ at i on of Smal l Ci t i es i s t he onl y nat i onal asso-
ci at i on dedi cat ed sol el y t o t he needs of t he of t en negl ect ed ci t i zens
who l i ve i n smal l ci t i es and r ur al areas.

As t he member s hi p gr ows t o become ful l y r epresent at i ve of t he
appr oxi mat el y 20, 000 smal l ci t i es and r ur al communi t i es t hr oughout
t he Uni t ed St at es, i t wi l l serve as an effect i ve i nt eract i ve net wor k
t hat wi l l :

Fi r st , assure t hat adequat e i nf or mat i on i s avai l abl e t o hel p Feder al
officials ma ke s ound deci si ons r egar di ng t he needs of smal l ci t ies and
r ur al communi t i es and t he pr ogr ams af fect i ng t hem;

Second, assure t hat smal l ci t i es and r ur al communi t i es ar e ma de
awar e of Feder al Gover nment act i ons and pr ogr ams af fect i ng t hem;
and

Thi r d, assure t hat a cont i nui ng sys t em of af fordabl e confer ences
and semi nar s i s shar ed by el ect ed officials of smal l ci t i es and r ur al com-
muni t i es wi t h officials of pr i vat e i ndust r y and busi ness.

We wi l l be gl ad t o pr ovi de member s of t he subcommi t t ee wi t h addi -
t i onal i nf or mat i on about t he Amer i can Associ at i on of Smal l Ci t i es
t hat ma y be hel pf ul i n your del i berat i ons about housi ng and c ommu-
ni t y aut hor i zat i ons or i n your consi derat i on of t he concept s set f or t h
herei naf t er .

A 1974 sur vey i ndi cat es t hat i n r ur al ar eas, i ncl udi ng t hose c ommu-
ni t i es of up t o 20, 000 popul at i on, t her e ar e 1, 900, 000 f ami l i es l i vi ng i n
housi ng t hat l acks pl umbi ng faci l i t ies; 1, 400, 000 f ami l i es do not have
ki t chens; 1, 300, 000 f ami l i es l i ve i n over cr owded houses t hat have mor e
t han one per son per r oom; 3, 900, 000 f ami l i es l i ve i n houses wi t hout
at t i c or r oof i nsul at i on; 7, 800, 000 f ami l i es ar e wi t hout s t or m wi ndows ;
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and 5 mi l l i on fami l i es l i ve i n houses wi t h defi ciencies such as l eaky
roofs, hol es i n t he fl oor or wal l s, or ot her maj or defect s.

Us i ng t he census defi ni t i on of r ur al as communi t i es of l ess t han 2, 500
popul at i on and open count r y out si de ur ban areas, t he 1974 sur vey of
t he Depar t ment of Hous i ng and Ur ban Devel opment s hows t hat
r ural ar eas had 27 per cent of al l occupi ed uni t s- 21, 400, 000 i n all.

Thes e r ur al ar eas had 63 per cent of al l uni t s t hat l acked pl umbi ng,
58. 9 per cent of al l uni t s wi t hout ki t chens, 34. 1 per cent of al l over -
cr owded uni t s, and 42. 2 per cent of t he uni t s wi t hout r oof or at t i c
i nsul at i on.

Thes e st at i st ics i ndi cat e t hat i f t he t r end of mi gr at i on f r om r ur al
communi t i es t o t he pr obl em ar eas of dense ur ban popul at i on cent ers
i s t o be rever sed, t he hous i ng pol i ci es of t he Feder al Gover nment mus t
be redi rect ed t o make at t ract i ve housi ng avai l abl e t o poor peopl e and
moder at e- i ncome fami l i es i n smal l ci t i es and r ur al communi t i es .

Pr ovi di ng equi t y i n housi ng f i nanci al pr ogr ams i n smal l ci t ies and
rur al communi t i es i s an essent i al par t of over comi ng t he spr eadi ng
bl i ght i n densel y popul at ed ur ban cent ers. Thi s wi l l requi re t hat at
l east 50 per cent of t he Feder al hous i ng f i nanci ng and l oan guar ant ee
f unds be al l ocat ed t o t he suppor t of hous i ng f or poor peopl e and
moder at e- i ncome fami l i es i n rural communi t i es of under 50, 000
popul at i on.

Fur t her mor e, cei l i ngs on l oans and guar ant ees mus t be updat ed
r egul ar l y t o refl ect t he real i st ic pri ces whi ch bui l ders mus t char ge
f or good qual i t y homes .

Al so, t he l oan l i mi t s and apprai sal pr ocedur es f or federal l y assi st ed
housi ng pr ogr ams i n smal l ci t i es and r ur al communi t i es mus t be re-
vamped drast i cal l y t o pr ovi de equi t y wi t h federal l y assi st ed hous i ng
pr ogr ams i n ur ban cent ers.

Thi s shoul d i ncl ude pr ocedur es t o encour a (re responsi bl e bui l ders t o
const ruct houses and mul t i pl e f ami l y uni t s f or poor peopl e and
moder at e- i ncome fami l i es i n smal l ci t ies and r ur al communi t i es and
have t hem avai l abl e when fami l i es want t o escape t he economi c and
soci al pover t y pr eval ent i n l ar ge ci t y bl i ght areas.

An added i ncent i ve t o hel p ma ke at t ract i ve l i vi ng accommodat i ons
avai l abl e t o poor peopl e and moder at e- i ncome fami l i es i n smal l ci t ies
woul d be t o admi ni st er hous i ng and ot her communi t y suppor t pr o-
ar ams t hr ough a si ngl e Feder al agency.

Thi s coul d be a r ur al f i nance and devel opment agency t hr ough whi ch
al l Feder al pr ogr ams deal i ng wi t h rural communi t i es and ci t i es of
up t o 50, 000 popul at i on woul d be admi ni st er ed. The el ect ed officials
of t he smal l ci t i es i n whi ch appr oxi mat el y hal f of t he peopl e i n t he
Nat i on l i ve woul d wel come t hi s ki nd of cent ral i zed admi ni st r at i ve
servi ce wi t h open ar ms.

I t woul d be a posi t i ve st ep t owar d maki ng i t unnecessar y f or t hem
t o empl oy Feder al gr ant s men whi ch t hey s i mpl y cannot afford and
do not desi re.

Paper wor k r educt i on i s essent i al i f housi ng assi st ance and ot her
communi t y suppor t servi ces ar e t o be expedi t ed i n smal l ci t i es and
r ur Al communi t i es.

Thi s coul d be accompl i shed by havi ng an advi sor y gr oup of el ect ed
officials i n smal l ci t ies and r ur al communi t i es r evi ew Feder al Regi st er
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gui del i nes bef or e t hey ar e publ i shed and appr ove t he f or ms t hat wi l l
assure fiscal responsi bi l i t y, envi r onment al prot ect i on, and per sonnel
safet y bef or e t hey ar e pr i nt ed.

The officials and member s of t he Amer i can Associ at i on of Smal l
Ci t i es wi l l be del i ght ed t o wor k wi t h t he appr opr i at e Feder al officials
on a cont i nui ng basi s t o devel op under st andabl e and real i st i c gui de-
l ines, as wel l as si mpl i f i ed shor t f or ms of t wo pages or l ess f or use i n
maki ng proj ect appl i cat i ons and i n r epor t i ng compl i ance wi t h pr o-
gr a m r equi r ement s.

The Amer i can Associ at i on of Smal l Ci t i es suppor t s t he cont i nuat i on
of t he hol d- har ml ess pr ovi si ons as set f or t h i n H. R. 1522 and i n t he
cont i nuat i on of r evenue shar i ng unt i l t hese pr ogr ams can be r evi ewed
i n dept h and revi sed as needed t o assure equi t y i n soci al and f i nanci al
assi st ance pr ogr ams i n smal l ci t ies and r ur al communi t i es.

We ar e ful l y awar e t hat present r evenue- shar i ng f or mul a i s di s-
cr i mi nat or y t o smal l ci t i es and r ur al communi t i es, as ar e ma ny of t he
provi si ons of t he Houl i ng and Communi t y Devel opment Act .

Some of t he mat chi ng r equi r ement s f or wat er and s ewage proj ect s
ar e s i mpl y unreal i st i c and cannot be me t by ma ny smal l ci t ies. -

Our desi re i s t o wor k wi t h t he subcommi t t ee and ot her gr oups dur -
i ng t he t er m of t he 95t h Congr ess t o cor rect t hese and ot her i nequi t i es.

Your i ndul gence and consi der at i on i n t hese mat t er s wi l l be great l y
appr eci at ed. Tha nk you, si r.

Mr . ASHLEY. Tha nk you, Mayor Lee. Tha t i s an excel l ent st at ement .

STATEMENT OF HON. WES WATKI NS—Re s ume d

Mr . WATKI NS. Mr . Chai r man, i f I ma y, I appr eci at e your al l owi ng
t he Amer i can Associ at i on of Smal l Ci t i es t o be hear d and present t hei r
case I woul d l i ke t o go i nt o s ome speci fics.

I woul d l i ke t o ment i on t o you and t he member s , as you know, I a m
a f r es hman Congr ess man. My past wa y of maki ng a l i vi ng has been
t hr ough homebui l di ng, and so I have been on t he f i r i ng l i ne t r yi ng t o
i mpl ement cert ai n pr ogr ams t hat have been passed, and a l ot of i t wi t h
gr eat i nt ent , I t hi nk, by t he Congr ess, and al so as we get over i nt o s ome
of t he agenci es, t hen i t bogs down.

I l ean i n my di scussi on about t he r ural ar eas of t he Nat i on because
i n my congressi onal di st ri ct I don' t have a communi t y about 20, 000.
Fi rst , I woul d l i ke t o echo about ret ai ni ng t he hol d- har ml ess ci t y pr o-
gr a m and Feder al r evenue shar i ng and expr ess my suppor t f or H. R.
1522.

But speci fi cal ly. I woul d l i ke t o c omme nd you as a subcommi t t ee f or
gi vi ng muc h t hought and r ecommendi ng an i ncrease i n t he 203( b)
sect i on of t he Hous i ng Ac t up t o s omewher e i n t he nei ghbor hood of
$55. 000 or $60, 000.

Ther e i s anot her sect i on, t hough. t hat I woul d l i ke t o br i ng t o your
at t ent i on. I t i s sect i on 203 ( i ) whi ch over t he past f ew year s has been
i gnor ed and has been ret ai ned at a $16, 200 l i mi t .

I n di scussi ng t hi s wi t h HU D peopl e and ot hers, t hey have t ol d me
t hey have had no act i vi t y on t hi s f or over 6 years. And t he r eason ba-
si cal ly why t here has been no act i vi t y f or t hi s f or 6 year s i s because you
can' t bui l d a home f or t hat amount . I t j ust boi l s down t o t hat fact .
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Sect i on 203( i ) has not been act i ve. I t appl i es t o t he l ess popul at ed
ar eas and i s l i mi t ed r i ght now t o a l oan f or 5 acres, al ong a publ i c
hi ghway.

Thi s sect i on i s needed. I t i s needed t o be act i vat ed, Mr . Chai r man,
t o ser ve t hose peopl e i n r ur al Amer i ca who have a hi gher i ncome and
cannot qual i fy f or Far mer s Ho me and woul d l i ke t o bui l d a home j ust
above t he r equi r ement s t hat Far mer s Ho me set a si de, t hat t hey have
now i n t hei r pr ogr am.

An d t hi s t oday, by s ome coi nci dence, i s a gr eat number of peopl e.
As a homebui l der , i n t hese rur al ar eas I f i nd t her e ar e a l ot of peo-

pl e t hat have an i ncome r i ght above what t he Far mer s Ho me can serve,
but t hey can' t f i nd t he necessary f i nanci ng t o ser ve t hem i n rur al areas.

So I woul d l i ke t o encour age t he subcommi t t ee t o consi der i ncreas-
i ng sect i on 203( i ) t o t he equi val ent amount of what t he peopl e i n t he
ci t ies have f or t hei r home l oans under sect i on 203( b) .

Al so, I woul d l i ke t o ask t he subcommi t t ee t o consi der cut t i ng down
t he si ze of pl ot f r om 5 acres maybe t o hal f of t hat , t o 21/ 2. Unde r
t he Far mer s Ho me Admi ni st r at i on, t hey l i mi t t hei r si ze of a l ot t o
1 acre.

Because i f you ar e pur chas i ng j ust f or t he real i t y of t hi s, i f you ar e
goi ng t o pur chase t hat 5 acres t o t r y t o bui l d a home on, r i ght now you
can' t even bui l d a home under $16, 200.

So, say we get t he l i mi t s rai sed. Tha t 5 acres woul d pr obabl y cost
you s omet hi ng l i ke $8, 000 t o $10, 000 j ust f or t he bui l di ng si te.

Tha t i s hal f of 1what t he pr esent l i mi t i s t hat t hey wi l l l oan you
now.

I t hi nk i t i s ver y i mpor t ant t hat we i ncrease t he l oan you know.
I t hi nk i t i s ver y i mpor t ant t hat we i ncrease t he l oan l i mi t equi val ent
t o sect i on 203( b) and al so cut i n hal f t he si ze of t he bui l di ng si t e whi ch
I t hi nk woul d be ver y benefi ci al t o i mpl ement t hi s pr ogr am and al so
wor ki ng wi t h t he ar eas t hat ar e bei ng devel oped i n t he smal l com-
muni t i es.

So I want t o ment i on t hi s as a weakness t hat we have t oday i n t r yi ng
t o ser ve rur al Amer i ca.

I a m pr epar i ng a possi bl e amendment , and I woul d l i ke t o ask your
gui dance on t hat l at er on, i f we ar e abl e t o pr epar e such an amend-
ment .

Second, Mr . Chai r man, I a m deepl y concer ned, I s ay as a home-
bui l der , I have di vest ed mysel f of my home bui l di ng i nt erest , I have
sol d t hat i nt erest i n or der t o avoi d any t ype of confl i ct of i nt erest , so
I can be her e t oday t al ki ng t o you about housi ng, we have a weak pr ob-
l em i n our del i very syst em.

I t hi nk I a m pr obabl y not t el l i ng you anyt hi ng new. But i f we t hi nk
i t i s a pr obl em i n t he maj or ci t ies, i t i s compounded and mul t i pl i ed
ma ny t i mes i n t r yi ng t o del i ver t he Feder al housi ng pr ogr ams , hous-
i ng pr ogr ams i n t he r ural areas, i n t he r ur al communi t i es .

For an exampl e, i n Okl ahoma, Mr . Chai r man, we have t wo offices
i n Tul sa and Okl ahoma Ci t y.

The Met r opol i t an Ho me Bui l der s f l ocked t o t he ar ea i mmedi at el y.
The r ur al home bui l ders t hat ar e not as l arge, get ver y little of t he
money out i nt o t he r ur al communi t i es of t he St at e of Okl ahoma. I
f i nd t hat t hi s exampl e of Okl ahoma i s ver y muc h l i ke mos t St at es.
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So I woul d l i ke t o ask t hat maybe s ome of us al ong t he way, espe-
cial l y t he subcommi t t ee, t ake a ver y cl ose l ook.

I have asked Secr et ar y Har r i s t o t ake a l ook at t he del i very syst em
t hat we have t oday, because I t hi nk we real i ze how bi g a pr obl em we
have even del i ver i ng i t i n our ci t ies, l et al one get t i ng i t i nt o t he r ur al
communi t i es.

Two ot her ar eas I woul d l i ke t o ment i on speci fi cal l y about t hi s mor n-
i ng. The y mai nl y deal under t he hous i ng and devel opment pr ogr am
under t he Far mer s Ho me Admi ni st r at i on.

I have di scussed t hi s wi t h t he Far mer s Ho me peopl e and, Mr . Chai r -
ma n I br i ng i t up her e because i t mi ght ent ai l l egi sl at ion. I f i t mi ght
not be correct ed f r om ot her sources.

Tha t i s sect i on 524, under t hi s par t i cul ar act , t hat al l ows t he non-
profi t l oans t o be made f or devel opment of subdi vi si ons i n r ur al
Amer i ca.

Toda y i n part i cul ar , I have t r i ed t o wor k wi t h communi t i es i n i m-
pl ement i ng thi s. The y ar e al l owed t o ma ke a l oan t o a nonprof i t or -
gani zat i on such as a Li ons Cl ub or a chur ch gr oup or somet hi ng l i ke
t hi s, t o devel op a subdi vi si on t o t r y t o al l ow t hei r communi t y t o sur -
vi ve.

Thi s i s real i t y No. 1. Tha t l oan has been ma de i n ma ny cases.
But on t he s ame hand, i t has been st r angl ed because t hey ar e not

abl e t o ma ke l oans under t he Feder al agenci es or even t hr ough pr i vat e
sect ors t o bui l d houses on t hat subdi vi si on t hat has been set up as a
nonprof i t cor por at i on t hr ough t he l oan f r om t he Feder al Gover n-
ment .

Exampl e , t hey st at e t hat onl y l ow- i ncome peopl e can get a l oan t o
bui l d a home here. As a bui l der I coul d not have a home bui l di ng and
wai t i ng f or a per son of t hi s nat ur e t o buy a home, because i t di dn' t
al l ow as a bui l der f or me t o buy a l ot t o bui l d a home t her e f or t hese
peopl e.

Ther ef or e, we had t o wai t f or s omeone movi ng back t o t he r ur al
area, and tel l t hem i f you woul d l i ke t o l i ve her e, we can have your
home bui l t i n 6 mont hs .

So, what happens ? He moves down t he r oad t r yi ng t o f i nd a home
or move i nt o an over cr owed ci t y. I t i s not wor ki ng. I t i s not wor ki ng,
because we need a change t o al l ow t he peopl e who have gone out t o
save t hei r communi t y, t he nonprof i t l oan gr oup, t o be abl e t o sel l t hose
l ot s t o anyone.

I n fact , i t wor ks r i ght i n t he opposi t e way, f r om what F mHA re-
qui res of t hei r subdi vi si ons, a mi xt ur e.

Thi s part i cul ar sect i on says onl y t he l ow i ncome, a vet er an coul d
not buy a l ot t her e t o bui l d a house on. A per son movi ng back wi t h
t hei r l i fe savi ngs f r om Cal i forni a coul d not buy a l ot t her e t o bui l d a
home on.

TTnder t he pr esent st ruct ure, i t i s not wor ki ng and i t i s causi ng
embar r as sment t o a l ot of communi t i es who, have bor r owed money t o
t r y t o save t hei r communi t y. So I feel t hat i t i s somet hi ng wor t hy of
l ooki ng at i n or der t o hel p t hese peopl e save t hei r communi t i es and
i mpl ement a home bui l di ng pr ogr am and be abl e t o make i t wor k.

Fur t her mor e. I woul d l i ke t o st at e t hat I feel l i ke t hi s coul d be
expanded t o al l ow a guar ant eed l oan t o l i mi t t he profi t devel oper s, so
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t hat t hr ough guar ant eed l oans, t hey coul d set up t he necessar y sub-
di vi si ons i n r ur al areas.

Mos t rural ar eas have not pr ovi ded subdi vi si ons, because mos t of
t hem have l ost popul at i on over t he l ast 30 years, i nst ead of gai ni ng
popul at i on. I t i s j ust now reversi ng.

So t hey ar e goi ng t hr ough a st r uggl e t hat t hey have never had t o
wi t ness before.

Al s o t hi s par t i cul ar pr ogr am has a l oan l i mi t , Mr . Chai r man, how
ri di cul ous i s it , of havi ng t o r epai d i n 2 years.

I t i s i mpossi bl e t o devel op l and and have i t r epai d wi t hi n 2 years.
An d I t hi nk t hat we shoul d be abl e t o maybe wor k wi t h t hese t o

ext end t hat l oan per i od f r om 2 year s up t o 5 years, and I t hi nk i t woul d
be mor e real i st i c f or i t t o be a wor kabl e pr ogr am.

So t hose t wo maj or changes r i ght t her e woul d hel p a gr eat deal i n
al l owi ng t he r ural ci t ies and t owns of t hi s Nat i on t o i mpl ement sub-
di vi si ons and al so t o act i vel y have a home bui l di ng pr ogr am goi ng.

Second, Mr . Chai r man, I hat e t o br i ng i t up. but I t hi nk we al so have
a pr obl em wi t hi n t he del i very syst em of t he Far mer s Ho me pr ogr am.

An d I a m ver y st r ong on t hat pr ogr am and what t hey ar e doi ng t o
hel p rebui l d r ural Amer i ca.

But we have s ome weaknesses t here. An d t he new Nat i onal Admi ni s -
t rat or of Fa r m Home . when he comes on boar d s ome t i me i n t he near
f ut ur e, I a m sur e he wi l l be di scussi ng t hi s wi t h hi m.

We need mor e personnel . An d I t hi nk t her e has t o be s ome new ap-
pr oaches i n t r yi ng t o pr epar e a del i very sys t em of get t i ng homes avai l -
abl e f or t he rural peopl e of t hi s Nat i on.

Thi s ma y s eem ver y smal l i n t he eyes of a l ot of peopl e who l i ve i n
l ar ge ci t ies.

But as Ma yor Lee sai d awhi l e ago, over 50 per cent of our peopl e of
t hi s Nat i on l i ve i n smal l communi t i es and ci t ies l ess t han 50, 000.

So we deepl y appr eci at e you and t he subcommi t t ee her e t aki ng t i me
t o l i st en t o a f ew of t hese speci fi cs and al so Ma yor Lee' s t est i mony and
we wi l l be happy t o di scuss any facet of t hi s, Mr . Chai r man.

Mr . ASHLEY. Tha nk you ver y much, Mr . Wat ki ns .
I mus t s ay t hat i t i s a pl easure f or me and f or t he subcommi t t ee t o

recei ve your t est i mony and t hat of t he mayor s of smal l er ci t ies and t o
become acquai nt ed wi t h t hei r associ at i on and l ook f or war d t o r egul ar
visi ts and cont i nued oppor t uni t i es t o recei ve t est i mony f r om t hem.

Let me j ust ask you a coupl e of quest i ons, Mr . Wat ki ns , about s ome
of t he comment s t hat you made.

I t hi nk you ma y wel l be just i fi ed i n aski ng t he subcommi t t ee t o t ake
a l ook at sect i on 203( i ) wi t h an eye t o i ncreasi ng t he l oan l i mi t i n-
vol ved i n t hat pr ogr am and per haps r educi ng t he acr eage. I t hi nk wha t
we wi l l do i s t o have t he st aff request depar t ment al repor t s on t hat pr o-
posal so t hat we can see exact l y what t he Depar t ment ' s posi t i on, i f any,
i s at t hi s t i me on t hat . I t makes i t easi er f or us t o pr oceed i f we can get
depar t ment al repor t s wi t h respect t o t he l egi sl at i ve pr oposal s such as
thi s.

Now, on t he sect i on 524, rel at i ng t o Far mer s Ho me l oans t o non-
profi t s. at what i nt erest rat es are t hose l oans?

Mr . WATKI Ns . I t hi nk 9 percent . I t hi nk t her e i s s ome di scussi on
about maybe t r yi ng t o r educe t hat , whi ch I t hi nk woul d be ver y hel p-
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f ul i n t r yi ng t o hel p t hese nor mal l y busi ness peopl e who ar e goi ng
t oget her , f or mi ng a nonpr of i t cor por at i on i n or der t o t r y t o save t hei r
communi t y. Ri ght now

Mr . ASHLEY. Tha t i s a di rect l oan?
Mr . WATKI NS. Yes .
Mr . ASHLEY. I a m surpr i sed t hat t hat i s t he rat e. Tha t i s a pr et t y

hi gh rat e.
Mr . WATKI NS. I mi ght ment i on t hat t he t i me per i od i s j ust 2 years.
Mr . ASHLEY. Tha t i s not real i st ic. Wi t h f r ont - end f i nanci ng, i t t akes

a year t o devel op it. An d t he onl y wa y you can expect t o r epay i t i s
out of sal es. So wha t t hey ar e doi ng i s rest ri ct i ng t he t i me f or t he
devel opment of t he l and and const ruct i on of your uni t s.

Mr . WATKI NS. An d i n real i t y, t hey wi l l not l et you—s ay, a vet er an—
t hey won' t l et you buy t he l ot s as you ar e devel opi ng it. Yo u have
t o get i t devel oped; t hen you have t o f i nd a buyer t hat mi ght qual i fy,
pr ocess hi m, ma ke sur e he i s qual i fi ed, and t hen bui l d t he house. Tha t
i s 6 mont hs , and so t hat t i me i s used up r i ght t here. An d t hese peopl e
become embar r as sed because t hey have bor r owed t he mone y t o hel p
t hei r communi t y, and t hey f i nd t hat t hei r l oan i s over due, and t hey
have t o ext end it.

Mos t busi ness peopl e l i ke t o wor k f r om a pl anned and l ogi cal st ep
i n busi ness. An d wi t h maybe 5 year s t hey coul d be abl e t o do t hi s.
But t he cr unch comes whe n t he l ot s, Mr . Cha i r ma n—you ar e not abl e
t o sel l t he l ot s t o any per son. The y have l i mi t ed t hem t o one speci fi c
gr oup.

Mr . ASHLEY. Lo w i ncome?
Mr . WATKI NS. Lo w i ncome.
Mr . ASHLEY. Ho w do t hey def i ne t hat ?
Mr . WATKI NS. One t hat woul d qual i f y f or a f a r m home l oan. An d

t hi s i s a cont r adi ct i on of wha t F HA requi res i n sel l i ng t hei r l ots. The y
want a mi x of hi gh- i ncome peopl e, l ow- i ncome peopl e. So i t i s i n
di rect confl i ct wi t h wha t t hat pol i cy is.

Mr . ASHLEY. We get i nt o a real t ough pol i cy ar ea t here, because,
pr esumabl y, t he mone y f or t he di rect l oans i s comi ng f r om ever ybody
who pays t axes. An d we cer t ai nl y don' t want t o excl ude t he poor
peopl e: t hey ar e payi ng t he t axes t hat ma ke possi bl e t he l oans. An d i t
woul d be i mpossi bl e t o j ust i fy t hat , at l east i n my mi nd, t he t axi ng of
l ow- i ncome peopl e t o set up a pr ogr am whi ch i s onl y f or t he mor e
affl uent .

Mr . WATKI NS. I agr ee wi t h you, Mr . Chai r man. An d I don' t t hi nk
t hi s proosal woul d el i mi nat e t hat , because mos t of t he m—f or i nst ance,
as a bui l der , I coul d not get a commi t ment t o get a home bui l t out
t here, wai t i ng f or t hat l ow- i ncome f ami l y t o come, because t hey won' t
sel l i t t o t he bui l der . The y won' t sel l t he l ot . Yo u have t o wai t and
f i nd t hat f ami l y, t hen get hi m qual i fi ed, t hen bui l d a home . whi ch t akes
about 6 mont hs . An d mos t peopl e don' t want t o wai t 6 mont hs ; t hey
ar e comi ng back t o t he r ur al areas.

Mr . ASHLEY. Thi s prohi bi t s specul at i ve bui l di ng?
Mr . WATKI NS. Yes . An d i t prohi bi t s a home bei ng t her e f or a vet -

er an or a f ami l y t hat i s movi ng back t o t hei r home ar ea and want i ng
t o bui l d t here. An d t hi s i s not 100 per cent of t hem, but s ome peopl e
woul d l i ke t o move back t o t hat ar ea. The y have sol d t hei r house out i n
Cal i for ni a or s omewher e, t he Oki es r et ur ni ng t o Okl ahoma.
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Mr . ASHLEY. The y ar e get t i ng ahead of t hat dr ought out t here.
[ Laught er . ]

Mr . WATKI NS. I t i s t he pr obl em of t r yi ng t o i mpl ement it , and i t i s
not feasi bl e.

Mr . ASHLEY. Yo u ar e suggest i ng f or guar ant eed l oans — t hi s re-
mi nds me of t he t i t le VI I pr ogr am, whi ch has not gi ven us muc h good
exper i ence t o go by. Yo u go back before t i t le VI I , whi ch i s t he guar -
ant eed l oan pr ogr am, t o t i t le X, whi ch was passed i n t he 1960' s, and
t hat wa s not l i mi t ed t o ur ban areas.

Wh a t I a m suggest i ng i s t hat t her e ma y be l egi sl at i on on t he books.
An d t her e i s, but t i t le X has not been used. An d I guess I woul d l i ke
s omebody, per haps, t o s ubmi t f or t he r ecord an expl anat i on as t o wh y
t hat t i t le X has not pr oven usef ul i n r ur al devel opment under t aki ngs .

Mr . WATKI NS. I woul d appreci at e knowi ng t hat , al so, Mr . Chai r man,
s ome i nf or mat i on on it. Ma ybe we can get t hat .

Mr . ASHLEY. Mr . Lundi ne ?
Mr . LUNDI NE. Fi r st of al l , I woul d l i ke t o wel come t he mayor s of

smal l ci t ies. I have a par t i cul ar concer n f or smal l ci t ies and par t i cu-
l ar i nt erest i n your needs. Havi ng ser ved unt i l about a year ago as one
of you, I f i nd t hat t her e ar e a l ot of pr obl ems t hat ar e bei ng exper i -
enced by smal l ci t i es t hat ar e seeki ng t o hel p t hemsel ves whi ch ar e
not r ecei vi ng t he degr ee of Feder al at t ent i on t hat I bel i eve t hey
shoul d.

I have a f ew quest i ons about your st at ement , Ma yor Lee, t hat I
woul d l i ke t o ask you.

Do I gat her f r om your c omme nt on page 7 on Feder al pr ogr ams
deal i ng wi t h r ur al communi t i es and ci t ies up t o 50, 000 popul at i on,
t hat you woul d suggest t hat Fa r mer s Ho me Admi ni st r at i on j uri sdi c-
t i on shoul d be ext ended f r om 20, 000 up t o 50, 000?

Ma yor LEE. I woul d—yes , yes. I wi l l put i t under t he Agr i cul t ur e
Depar t ment .

Mr . LUNDI NE. I n ot her wor ds , you ar e sayi ng t h a t —
Ma yor LEE. I n a separat e depar t ment .
Mr . LUNDI NE. I under s t and you ar e pr oposi ng a separ at e depar t -

ment . But deal i ng wi t h wha t we have t oday, you ar e sayi ng t hat
peopl e shoul d be el i gi bl e f or l oans i n communi t i es up t o t he si ze of
50, 000 under t he Far mer s Ho me pr ogr am?

Ma yor LEE. Yes .
Mr . LUNDI NE. Tur ni ng t o your posi t i on on t he hol d- har ml ess pr o-

vi si ons of t he Communi t y Devel opment Act , you ma ke a st r ong st at e-
ment t hat you suppor t t he cont i nuat i on of t he hol d- har ml ess provi -
si ons. For ever ?

Ma yor LEE. No. I don' t know exact l y. I woul d l i ke t o def er t hi s
quest i on, real l y, t o our execut i ve di rect or. I t hi nk he mi ght be abl e t o
answer i t a li t t le bet t er. He has been wor ki ng wi t h it.

Mr . Dugge r ?
Mr . DUGGER. Tha nk you. Mayor .
Congr es s man Lundi ne, I bel i eve t hat we woul d fi nd t hat t he gr oup

of mayor s and ot her el ect Pd officials of t he smal l ci t ies wi t h wh o m our
gr oup has vi si t ed dur i ng t he past year , t hat t her e i s a f eel i ng t hat t he
hol d- har ml ess provi si ons and ma n y ot her sect i ons and par t s of . t he
Communi t y Devel opment Ac t are, i n fact , di scr i mi nat ory agai nst
smal l ci t ies and t hat t hey do need t o be r evi ewed i n dept h.
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I t hi nk at t hi s t i me t hey woul d not be pr epar ed t o gi ve t he det ai l s
of t hei r r ecommendat i ons . The y woul d l i ke t o wor k wi t h t he member s
of t he subcommi t t ee, t he subcommi t t ee staff, dur i ng t he year ahead,
t o wor k out ma n y det ai l s t o assure t hat equi t y i s pr ovi ded f or ci t i zens
who do l i ve i n t he smal l ci t ies and r ur al communi t i es . I t hi nk, fur t her -
mor e, t hat t her e woul d be a gener al consensus a mong t he mayor s and
el ect ed officials t hat unt i l t hi s r evi ew i s compl et ed and what ever
changes , revi si ons, amendment s , ar e of fered t hat mi ght be appr opr i at e,
t hat t he cur r ent pr ovi si ons be ext ended.

Mr . LUNDI NE. I woul d l i ke t o expl or e t hi s a bi t f ur t her .
Mr . DUGGER. Sur el y.
Mr . LUNDI NE. The basi s of t he hol d har ml ess, as I under s t ood i t

whe n I was a ma yor of a smal l ci t y and vi t al l y i nt erest ed i n t he 1974
l egi sl at i on, was t hat t her e wer e cer t ai n communi t i es t hat had part i ci - •
pat ed i n t he var i ous cat egor i cal gr ant pr ogr ams and t hat t hey shoul d
be assured of bei ng al l owed t o cont i nue t o par t i ci pat e on t he basi s of
t he aver age exper i ence over a 3- year per i od, I t hi nk i t was , pr i or t o
t he enact ment of t he l aw.

Mr . D17GGER. Yes .
Mr . LUNDI NE. But t hat was f or a l i mi t ed t i me, because t her e wa s

not hi ng magi c about t hat 3- year exper i ence.
Mr . DUGGER. Yes .
Mr . LUNDI NE. No w we ar e f aced wi t h t he phas i ng down of t hat

hol d- har ml ess provi si on, whi ch I guess al l of us ant i ci pat ed, because
i t was wr i t t en i nt o t he l aw. Whi l e I woul d agr ee wi t h you t hat t her e
i s an i nequi t y, I a m har d pr essed t o j ust i fy cont i nui ng hol d har ml ess
i ndefi ni t el y.

Mr . DUGGER. I t hi nk our gr oup woul d agr ee wi t h t hat , si r. An d t hat
i s why I suppor t t he hol d- har ml ess cl ause onl y unt i l such t i me as an
i n- dept h r evi ew i s compl et ed.

I t has been t he exper i ence of ma ny of our peopl e t hat —dur i ng t he
past year , we wer e al l i nvol ved i n a ver y ext ensi ve pol i t i cal r ace,
whet her we be on t he one si de or t he o t h e r —

Mr . LUNDI NE. Don' t t el l me your pr obl ems. I r an f or ma yor i n t he
fal l of 1975 I r an f or Congr es s i n Ma r c h of 1976 and Congr es s agai n
i n t he Novembe r of 1976. I a m t i red of r unni ng. I t hi nk I hol d t he
al l t i me r ecor d f or r unni ng i n t he l ast coupl e years. [ Laught er . ]

I di dn' t me a n t o i nt er r upt you.
Mr . DUGGER. I t hi nk we woul d be i n agr eement wi t h you i n t he

t enor of our t hought s, t hat an ext ensi on of a year or t wo —a n d dur i ng
t hi s t i me, whe n we have t i me t o si t down and r eason t oget her about
t he changes t hat defi ni t el y need t o be made , and get at maki ng t hem,
t hat , at t hat t i me, we woul d hope a n equi t abl e pr ogr am coul d be
wor ked out , so t hat t he hol d- har ml ess pol i cy woul d not be as muc h of
a concer n.

Mr . LUNDI NE. I woul d l i ke t o ask you about t hi s.
Ar e you f ami l i ar wi t h Secr et ar y Har r i s ' pr oposal of an act i on gr ant

pr ogr am?
Mr . RUGGER. I have r ead it. I have not been br i efed i n dept h on i t ,

si r, and I a m not sur e t hat ot her s know about t he gener al concept .
LUNDI NE. On behal f of smal l ci t ies, t herefore, you don' t wa nt

t o c omme nt on whet her you t hi nk t hat , i f par t of t hi s i s t o be al l ocat ed
t o nonmet r opol i t an ar eas, t hat i t woul d be hel pful i n t hi s si t uat i on?
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Mr . DI GGER. I t hi nk I coul d say t hat , i n gener al t er ms, i t woul d be
hel pful . We woul d l i ke t o defer det ai l ed comment , t hough, and per -
haps ver y qui ckl y get back t o you, i n wr i t i ng, an el aborat i on on t hi s
quest i on.

Mr . LI I NDI NE. I woul d l i ke t o concl ude by sayi ng t hat I woul d be
ver y anxi ous t o wor k wi t h you.

Mr . ASHLEY. Tha nk you. Mr . Pat t er son?
Mr . PATTERSON. Tha nk you, Mr . Chai r man.
I , t oo, woul d l i ke t o wel come t he mayor s of t he smal l ci t ies t o our

subcommi t t ee hear i ng t hi s mor ni ng. An d i t is a del i ght t o hear f r om
our col l eague, We s Wat ki ns , who i s doi ng an admi r abl e j ob on t he
commi t t ee, I mi ght add. Hi s i nput , I a m sure, wi l l cont i nue t o be
val uabl e, even as you go back and r et ur n t o your cit ies.

Act ual l y, Mr . Lundi ne cover ed at l east t wo of t he areas t hat I was
mos t i nt erest ed i n aski ng s ome quest i ons, so I wi l l l i mi t my quest i ons
t o a coupl e.

One, Mr . Lee, Ma yor Lee, on page 8 you refer t o s ome of t he mat ch-
i ng r equi r ement s f or wat er and s ewage proj ect s as bei ng s i mpl y un-
real i st i c f or you t o meet .

Mayor LEE. We l l —
Mr . PATTERSON. They cannot be me t by smal l cit ies.
I r epr esent an ar ea i n sout her n Cal i forni a t hat has fi ve not- smal l

ci t i es and fi ve smal l ci t ies, s o i t i s ki nd of equal l y di vi ded. An d I
wonder i f you coul d el aborat e on t hat now, or , i f not , i f you coul d do
so f or t he record.

Ma yor LEE. One exampl e I coul d gi ve you on s ome mat chi ng gr ant s,
I know of an i nst ance wher e a smal l ci t y of s ome 200 peopl e obt ai ned
t he abi l i t y s omehow t o fill out t he paper wor k t o appl y f or a gr ant on a
sewer syst em. An d when t hey—t hey di d get t he gr ant appr oved i n
t hei r ci t y.

An d we have t hi s i n s ome smal l ci t ies, i n s ome r ur al ci t ies, wher e t he
ci t y officials r eal l y—t hey get s omebody el se t o wor k t hei r gr ant appl i -
cat i on up. They ar e not f ami l i ar wi t h i t t hey ar e wor ki ng peopl e.
They wi nd up havi ng t o mat ch t he gr ant .

An d t her e was no wa y t he ci t y coul d mat ch t hat gr ant i n any f or m
wi t hi n t he next 5 year s, and—even i f t hey rai sed t hei r t axes t o $2, 000
per per son. Thi s i s an exampl e of s ome of t he smal l er ci t ies get t i ng
i nt o t hose pr ogr ams .

Mr . PATTERSON. Ma y I ask i f t hat i s an E P A gr ant or a HUD gr ant ?
Mayor LEE. I t was a communi t y devel opment gr ant . Thi s was i n

nor t h-cent ral Texas , and i t c a me t hr ough t he counci l s of gover nment
f or r evi ew and comment s . Tha t i s wher e I hear d of it.

Mr . PATTERSON. I a m sur e i t i s Feder al f undi ng, but mat chi ng gr ant s
ar e not i n t he communi t y devel opment pr ogr am.

Ma yor LEE. No but i t was i nvol ved i n t he communi t y devel opment
gr ant pr ogr am t hat came t hr ough t hat count y. I t was not f or com-
muni t y devel opment f unds.

I know wha t you ar e sayi ng. We ar e i nvol ved i n t hat i n t he ci t y i n
whi ch I a m i n. But t hi s was i n a mat chi ng gr ant f or t he communi t y,
and t hey had t o come up wi t h $25, 000.

Mr . ASHLEY. Woul d t he gent l emen yi el d?
Wh a t you ma y be t al ki ng t o i s t he f act t hat i n t he 1974 act we make

i t possi bl e t o use communi t y devel opment di scret i onary f unds as par t
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of a mat chi ng r equi r ement f or pr ogr ams not admi ni st er ed by HUD
but by t he Commer ce Depar t ment .

Ma yor L E E . Thi s money wound up goi ng back. They coul d not use
it, and t hey ar e still wor ki ng on it.

I don' t know whet her I answer ed your quest i on.
The mai n pr obl em we ha ve —we have pr obl ems i n al l smal l ci ties. I

• am fami l i ar wi t h 31 i n my i ndi vi dual area. Thr ough t he effort s of t he
Communi t y Devel opment Act , we got i nt o thi s. But we r un i nt o so
ma ny ci t ies t hat cannot even compr ehend how t o wor k out an appl i ca-
t i on f or gr ant pr ogr ams or any of t he ot her t ypes of pr ogr ams.

Mr . PAr r Eas oN. The l ast quest i on t hat I wi l l ask is, I t hi nk t he
t hought behi nd t he housi ng l egi sl at i on i s pr obabl y t wof ol d. One i s t o
meet t he needs, pr i mar i l y, of l ow- i ncome peopl e.

Mayor L E E . Yes .
Mr . PAr r Eas oN. An d secondl y, I t hi nk, i t i s t o meet t he demand f or

housi ng.
I a m wonder i ng, on t hat l at t er par t —f or exampl e, i n ur bani zed

areas t here ar e such t hi ngs as pr i ci ng st ruct ures of homes , and wher e
t he mar ket dr i ves up t he pri ce, and vacancy fact ors on rent al s. An d
wha t t he vacancy f act or i s mi ght cert ai nl y i ndi cat e whet her or not
t her e i s a need or a de mand f or housi ng.

I a m wonder i ng i f you have such dat a i n t he smal l ci t ies t hat coul d
be suppl i ed t o t hi s subcommi t t ee t o s how t hat t he need i s t here. I n
ot her wor ds , rel at i ve t o who get s how muc h money, one of t he t hi ngs i s
t he de mand and t he amount of demand t ha t —we want t o be a par t of
heal t hy devel opment , as We s Wat ki ns sai d. But one r eason smal l ci t i es
mi ght be excl uded has been a l ack of s howi ng of t he dema nd i n t he
mar ket .

An d i f you coul d, i f anyone coul d el aborat e on t hat ei t her now or
f or t he recor d, I woul d appr eci at e it.

Mr . WAT K I N S . I t hi nk Mr . Dugger can el aborat e on t hat .
Mr . DI I GGER. We don' t have a t ot al sur vey ma de si nce 1974: Ther e

was s ome wor k done by ot her gr oups i n 1974 t hat al l ude s omewhat t o
t hi s fact , and we woul d l i ke t o make t hose f i gures avai l abl e, i f you
want t hem. And i f i t i s desi rabl e and necessary, we woul d be pr epar ed
t o present rel at i vel y up- dat ed i nf or mat i on t o you wi t hi n a f ew weeks.

Mr . WAT KI N S . I a m qui t e sur e Far mer s Ho me can gi ve you s ome
cl ear-cut i nf or mat i on on s ome of t he ci t i es t hat t hey know about . An d
it i s an ast oundi ng f i gure of not bei ng abl e t o wor k wi t h t hese appl i -
cant s and peopl e who want t o bui l d homes i n t he area, and t hey j ust
don' t have t he pr ogr am t here f or it.

The second r eason i s t he wat er / sewer pr ogr am. An d I woul d l i ke t o
tell you a pr oposal t hat I woul d l i ke t o have you consi der , Mr . Chai r -
man.

Basi cal l y, under s ome of t he pr ogr ams t hey have what i s cal l ed t he
l oan pr ogr am f or wat er and sewage. I t hi nk—l i ke under t he Far mer s
Home , t hey have a 5-per cent l oan, whi ch on t he ot her end i s bei ng
subsi di zed, whi ch we know, and whi ch i s necessar y i n or der t o pr ovi de
t he wat er / sewer i n ma ny of t hese communi t i es.

I t hi nk i t woul d be wor t hy of our consi der at i on—and I wi l l t al k,
al so, t o t he Far mer s Ho me peopl e about t hi s, a nd—t o wor k t he wat er
and s ewage f r om a guar ant eed l oan pr ogr am, l ow i nt erest , and t hen
wi t h t he subsi dy on t op of t hat , whi ch woul d cost us no mor e. I n fact ,
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i t woul d cost us less i n t hi s Nat i on and woul d gi ve us near l y a bot t om-l ess pi t t o get moneys avai l abl e t o hel p devel op t he wat er and sewer sf or t hese r ur al communi t i es t hr oughout t he Nat i on. I t woul d not beany mor e of a subsi dy, and i t woul d not be count ed agai nst t he re-serve syst em of t he Feder al Gover nment . I t hi nk t hat woul d hel p getmor e of t hese on t r ack and get t hem devel oped.

Mr . PATTERSON. Tha nk you ver y much, Mr . Chai r man.
I have no f ur t her quest i ons.
Mr . ASHLEY. Mr . Roussel ot , any quest i ons?
Mr . ROUSSELOT. Gent l emen, my col l eague Mr . Wat ki ns , we ap-

preci at e your comment s on smal l ci ties.
I have onl y been abl e t o gl ance at your t est i mony, but l et me rai se

t hi s quest i on: Wh a t is t he capaci t y of t he smal l er communi t i es t o
compl et e a housi ng admi ni st r at i on pl an as par t of t he communi t y de-
vel opment bl ock gr ant appl i cat i on?

Ma yor LEE. I a m —
Mr . AVI LEY. I t hi nk you sai d t hat ma ny smal l ci t i es s i mpl y don' t

have t he staff.
Ma yor LEE. They j ust don' t have t he staff or t he gr ant smanshi p, or

anyt hi ng el se, i n or der t o wor k wi t h t he amount of paper s and,
act ual l y, t he engi neer i ng. Ever yt hi ng per t ai ni ng t o i t i s done, i n mos t
smal l ci t ies t hat we ar e di scussi ng here, by out si de consul t i ng f i rms,
whi ch i s anot her cost t o t hem.

Mr . ROUSSELOT. You don' t have l obbyi st s her e ful l t i me l i ke Ne w
Yor k Ci t y? [ Laught er . ]

Ma yor LEE. Mos t of t he smal l ci t ies don' t have l obbyi st s even i n
t hei r St at e houses, muc h l ess i n Was hi ngt on.

Mr . ROII SSELOT. We ar e sor r y you ar e so di sadvant aged. [ Laught er . ]
Mr . ROUSSELOT. Do you have regi onal hel p?
Do t he St at es hel p, or , say, a count y gover nment , or s omet hi ng l i ke

t hat ?
Ma yor LEE. I can ans wer t hat . I n s ome ar eas —I a m not f ami l i ar wi t h

al l a r eas —we have a count y pl anni ng and management office t hat hel ps
s ome of t he ci t i es on t hi s. I f t hey can get i nvol ved, t hey know wher e
t o g0 t o st ar t wi t h. An d t hen our r egi onal —our counci l of gover nment s
do have—usual l y, t hat happens aft er t he appl i cat i on i s wor ked up and
t akes i t t o t hem. That i s usual l y t he wa y i t hel ps t hem.

Mr . WATKI NS. The Economi c Devel opment di st ri ct s do have speci al
peopl e t hat can hel p. I n ma ny ar eas t hat hel p i s not t here, t hough. But ,
for t unat el y, we have s ome, mai nl y, as t he mayor st at ed, out si de con-
sul t ant s who ar e r equi red mor e i n t he smal l er communi t i es , and t hen
t hey get a number of t hese, and we don' t have t he consi st ency of Ne w
Yor k Ci t y comi ng i n her e and goi ng i nt o t hi s t hi ng and t r yi ng t o get
what ever t hey can.

Mr . ROITSSELOT. Or Los Angel es, or any of t he l arger ci ties.
Mr . WATKI NS. Ri ght .
Mr . ROUSSELOT. Do you want t o comment , Mr . Dugge r ?
Mr . DUGGER. Not part i cul arl y, ot her t han, si nce you wer e not her e

f or t he ear l y par t of t he t est i mony, i t mi ght be poi nt ed out t hat al l of
t he staff of t he Amer i can Associ at i on of Smal l Ci t i es, i ncl udi ng me as
execut i ve di rect or , ser ve wi t hout sal ary, as vol unt eers. We bel i eve i n
t he i ssues t hat ar e at st ake i n our organi zat i on whi ch i nvol ve fiscal
responsi bi l i t y.
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We ar e sur e t hat we ar e cl ose t o t he peopl e. We know t hat we need
t o si t down and r eason t oget her now, t hr oughout t he ent i re gover n-
ment al st ruct ure of t he Uni t ed St at es, we can br i ng fiscal responsi bi l i t y
and soci al equi t y t o al l of our peopl e i n ever y communi t y.

Mr . RoussErAyr . Wel l , we have hear d f r om several ot her wi t nesses
f r om t he smal l er ci t ies who have ma de t hi s poi nt . An d your abi l i t y
t o compet e as smal l ci t i es i s cl ear l y—i s a pot ent i al pr obl em of whi ch
we have t o be mor e awar e.

Mr . WATKI NS. Congr es s man Roussel ot , I woul d l i ke t o comment
t here.

I t hi nk we have moved i n t he r i ght di rect i on by set t i ng asi de a per -
cent , you know. I woul d l i ke t o ask t hi s subcommi t t ee and t he chai r -
ma n at t hi s poi nt , maybe

'
t o consi der a l arger percent , maybe a t hi r d

of t hat money, t o be abl e t o go t o t hose t owns and ci t ies bel ow 50, 000.
We have 50 per cent of our popul at i on

Mr . ROUSSELOT. Two- t hi r ds, you say?
Mr . WATKI NS. I woul d go f or t wo- t hi r ds. [ Laught er . ]
Mr . ROUSSELOT. One- t hi r d?
Mr . WATKI NS. Yes , i nst ead of t he 20 percent , because 50 per cent of

our peopl e l i ve i n t he t owns bel ow 50, 000. Ye t I t hi nk t hat i s wher e
we have caused an out- mi gr at i on t o occur i n t he past f ew years, and i t
i s an ar ea t hat we need t o st op t hi s mi gr at i on i nt o t he i nner ci t i es or
i nt o t he met r opol i t an i nner ci t i es and s ubur ban ar eas and al l ow t hese
ci t ies t o be abl e t o mai nt ai n t hei r peopl e t here, and t o devel op t here,
and t o at t ract new j obs t here.

An d I t hi nk t hat wi l l sol ve a l ot of t he pr obl em. But we have got
t o have t he necessary f i nanci ng. That i s why I ask, maybe, f or t he
subcommi t t ee t o consi der 30 percent .

Mr . ROUSSELOT. An d you t hi nk t hat woul d part i al l y hel p t he smal l er
ci t ies have a lit tle bet t er access?

Mr . WATKI NS. No quest i on; i n my mi nd, i t woul d.
Mr . ROUSSELOT. Wh y don' t we tel l Ne W Yor k Ci t y, " Wel l , never

mi nd"? [ Laught er . ]
Mr . WATKI NS. Thei r pr obl em woul d not have occur r ed
Mr . ROUSSELOT. I t hi nk we have ma de our poi nt .
Tha nk you ver y much.
Mr . ASHLEY. We have several ot her wi t nesses t hi s mor ni ng, so we

wi l l be obl i ged t o move al ong.
Mr . Wat ki ns , t hanks so muc h f or your t est i mony, and i t has been

ver y const ruct i ve. We appreci at e your bei ng here.
Mr . WATKI NS. Tha nk you, Mr . Chai r man.
Mr . ASHLEY. Our next wi t ness t hi s mor ni ng wi l l be Henr y Schech-

t er, di rect or of t he Depar t ment of Ur ban Affai rs, AFL- CI O.
I guess you can wal k bot h si des of t he st reet as wel l as anybody i n

Was hi ngt on, Mr . Schecht er . [ Laught er . ]
And you br i ng an unusual bl end of exper i ence t o t hi s subcommi t t ee.

We ar e pl eased t o have you, and I see t hat you have a pr epar ed st at e-
ment .

You can pr ocede f r om t hat , whi ch i s s omewhat l engt hy, or you can
have i t i nser t ed i n t he r ecor d and pr oceed ext empor aneousl y, however
you choose t o pr oceed.
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STATEMENT OF HENRY SCHECHTER, DI RECTOR, DEPARTMENT OF
URBAN AFFAI RS, AFL- CI O

Mr . SCHECHTER. Tha nk you. Mr . Cha i r man and member s of t he sub-
commi t t ee, I appr eci at e t he oppor t uni t y t o appear before you t o pr e-
sent t he vi ews of t he AF L- CI O on aut hor i zat i on f or maj or housi ng
and communi t y devel opment pr ogr ams .

Hous i ng pr ogr am aut hor i zat i on l evel s wi l l be unusual l y i mpor t ant
i n t he next f ew year s because t he count r y i s i n a housi ng cr unch. Hi gh
number s of bi r t hs t wo decades ago and l ow number s of hous i ng st ar t s
i n t he l ast f ew year s have combi ned t o pr oduce cur r ent i nfl at i on i n
housi ng pr i ces and rent s.

Dur i ng each of t he year s 1954 t hr ough 1964, t her e wer e mor e t han
4 mi l l i on bi r t hs i n t he Uni t ed St at es. Tha t popul at i on gr owt h wa ve
began t o ent er t he househol d f or mi ng age gr oups of 20 year s and ol der
i n 1974. 1 woul d l i ke t o s how t hese rel at i onshi ps on t hi s char t .

The dat a on t he t op r epr esent t he number of bi r t hs annual l y
f r om,

Mr . ROUSSELOT. Mr . Chai r man, ma y I i nt er rupt ?
Wi l l we be abl e t o have t hi s i nser t ed i n t he r ecor d?
Mr . SCHECHTER. Ther e ar e copi es at t he back of my t es t i mony; yes.
An d t hi s r epresent s t he numbe r of bi r t hs annual l y f r om 1946 t o

1965, i ncl usi ve. I f you wi l l not i ce, t hi s i s t he bi g wave whi ch c a me
f r om 1954 t o 1964. We j ust ent er ed t hat per i od and househol d f or ma-
t i on, whi ch i s sensi t i ve t o economi c condi t i ons, recessi ons and so on,
fel l off i n 1975. But i n t he 12 mont hs endi ng i n Ma r c h 1976, we get
t he fi rst bi g upt ur n of about 1. 7 mi l l i on househol ds added.

Tha t undoubt edl y suppor t ed s ome of t he upt ur n i n housi ng, and we
can expect mor e pr essure upon hous i ng i n t he year s ahead. As a con-
sequence, par t l y because of t hose bi r t hs but al so because of i ncr eased
l ongevi t y and i ncr eased di vorces, I have adopt ed t he Cens us Bur eau
medi an househol d proj ect i on of 1. 55 mi l l i on househol ds per year , and
you wi l l not i ce i t i s not t oo f ar out of l i ne f r om wha t we have had on
t he aver age i n t he fi rst par t of t he 1970' s.

The t ot al hous i ng r equi r ement s, t hough, i n addi t i on t o t aki ng car e
of t he i ncr easi ng aus ehol ds , pl us al so r epl aci ng uni t s l ost f r om t he
suppl y t hr ough demol i t i ons, fi re, f l ood, and ot her di sast ers and t o
al l ow f or enough addi t i onal vacanci es t o per mi t mobi l i t y, and offset
uni t s absor bed f or seasonal and second homes , about 2. 45 mi l l i on ne w
hous i ng uni t s a year wi l l be needed t hr ough 1985. Tha t i s on t he
aver age.

Thi s est i mat e of basi c r equi r ement s does not i ncl ude a speci al al -
l owance f or r epl acement of s ome 3. 5 mi l l i on occupi ed subs t andar d
uni t s. The t ot al of ne w hous i ng st art s pl us mobi l e home shi pment s
fel l shor t of t he est i mat ed annual r equi r ement l evel by 800, 000 uni t s
i n 1974, 850, 000 i n 1975, and 650, 000 i n 1976.

The cumul at i ve pr oduct i on def i ci ency rel at i ve t o needs over t he past
3 year s was 2. 3 mi l l i on uni t s.

As par t of t he i ncr easi ng gener al awar eness of t he need t o conser ve
resources, t her e has been an appr opr i at e i ncr eased emphas i s upon
ma x i mum possi bl e rehabi l i t at i on and use of t he exi st i ng hous i ng st ock.

However , t her e ar e onl y about 2. 1 mi l l i on vacant uni t s avai l abl e f or
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sal e or r ent , and a l ar ge pr opor t i on of t hem ar e not i n t he r i ght pl ace
or of t he r i ght si ze. Regar dl ess of t he condi t i on of avai l abl e uni t s, even
i f al l subst andar d uni t s coul d be rehabi l i t at ed over ni ght , t he exi st i ng
i nvent or y i s i nadequat e t o count er act t he i nf l at i onary t r ends i n
housi ng.

The $39, 600 medi an pr i ce of exi st i ng home s sol d i n J anuar y was 10
per cent above a year ago. Hi gher exi st i ng home val ues, i nci dent al l y,
gener at e hi gher pr oper t y t axes. The $45, 200 medi an pr i ce of a ne w
home sol d i n J anuar y wa s up 9 per cent f r om a year ago, refl ect i ng
l ocal shor t ages as wel l as i ncreases i n component cost s. Rent s ar e mov-
i ng up at a 6- percent annual rat e.

A cont i nui ng shor t fal l i n housi ng pr oduct i on creat es i nf l at i onary
pressures i n t he economy. The l ow l evel of hous i ng st art s al so con-
t r i but es si gni fi cant l y t o hi gh unempl oyment and underut i l i zat i on of
pl ant capaci t y. Une mpl oyme nt a mong const ruct i on wor ker s was at
an aver age annual r at e of 15. 6 per cent dur i ng 1976 and was 15. 2 per -
cent i n Febr uar y 1977.

Mu c h hi gher l ocal ar ea unempl oyment r at es pr evai l i n t r ades whi ch
ar e heavi l y speci al i zed i n resi dent i al bui l di ng.

Las t Oct ober , whe n t he nat i onal const ruct i on unempl oyment r at e
wa s 15 percent , an AF L—CI O Bui l di ng and Const r uct i on Tr ades De-
par t ment sur vey f ound t hat i n numer ous l ocal i t i es bet ween 20 and 60
percent unempl oyment wa s pr eval ent a mong carpent er s, br i ckl ayers,
pai nt ers, pl ast erers, pl umber s , r oofer s, and sheet met al wor ker s .

The numbe r of j obs t hat ar e l ost i n resi dent i al const ruct i on ar e about
mat ched by t he numbe r of j obs t hat wi l l be l ost i n t he pr oduct i on,
t r anspor t at i on, and t r ade di st r i but i on of bui l di ng mat er i al s.

Fur t her mor e, t he st agf l at i on t hat pl agues t he hous i ng sect or and i s
t r ansmi t t ed t o t he gener al economy wi l l not be cur ed by t he opqr at i on
of mar ket forces. The i mpr ovement i n t he mar ket f or ne w home s i n
1976 and t he rel at ed ri se i n si ngl e- f ami l y home st art s i n t he l at t er hal f
of t he year , wa s si gni fi cant l y st i mul at ed by t he Gover nment t andem
pl an operat i ons.

Over t he past 2 year s, t he Gover nment Nat i onal Mor t gage Associ a-
t i on pur chased 274, 000 home mor t gages wi t h bel ow- mar ket i nt erest
rat es, gener al l y 71/ 2 per cent t o 8 percent . Ho me sal es f i nanced wi t h
t hese mor t gages encour aged bui l der s t o rai se t hei r pr oduct i on l evel s.

Ta nde m pl an f unds f or home mor t gage f i nanci ng began t o r un
out i n l at e 1976, and by now pract i cal l y al l t he commi t ment s have been
used up. Al t hough ne w home sal es wer e st il l st r ong at t he t ur n of t he
year , t her e wi l l be a t hi nner mar ket f or ne w homes i n 1977 t han i n
1976, wi t h const ruct i on cost s and pr i ces cont i nui ng t o ri se, and wi t h no
71/ 2 t o 8 per cent mor t gage mone y avai l abl e.

Thi s si t uat i on ma y ver y wel l be aggr avat ed by i ncr eased l i vi ng
cost s r esul t i ng f r om t he east ern wi nt er f r eeze and t he cont i nui ng west -
er n dr ought . An d r ecent r api d ri ses i n whol esal e pr i ces of l umber ,
pl ywood, and met al s wi l l cont i nue t o pus h up home pr i ces. Addi t i onal
t andem pl an f i nanci ng t o hel p moder at e- i ncome f ami l i es buy homes
ma y be needed t o sust ai n t he l at e 1976 l evel of housi ng st art s.

Congr es s shoul d t ake t he necessar y act i ons t o ma ke such f unds
avai l abl e.

Fur t her mor e, exper i ence wi t h t andem pl an home mor t gage f i nanc-
i ng suggest s t hat t he pr ogr am can be modi f i ed t o be mor e effect i ve
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i n meet i ng housi ng needs and count er i ng unempl oyment . The mor t -
gages coul d be ma de avai l abl e onl y t o homebuyer s of moder at e i n-
come, who general l y coul d not afford t o buy a home f i nanced at a
mar ket mor t gage i nt erest rat e.

I n addi t i on
'

t he Secr et ar y of HU D coul d be gr ant ed aut hor i t y t o
r educe t he i nt erest rat e t o l evel s needed t o meet t he obj ect i ves of t he
pr ogr am, and t o al l ocat e avai l abl e f unds i n rel at i on t o l ocal hous i ng
needs and unempl oyment l evel s.

A ri se i n mul t i f ami l y housi ng st art s i n t he l at t er par t of 1976 al so
refl ect ed t he suppor t of s ome $3 bi l l ion i n t andem pl an f unds. Wh e n
t he dat a become avai l abl e, t hey pr obabl y wi l l s how t hat a si gni f i cant
pr opor t i on of t he sect i on 8 proj ect s i n t he F HA processi ng l i ne r each
a condi t i onal commi t ment st age.

I n t hi s connect i on, t oo, t he avai l abi l i t y of addi t i onal t andem pl an
f unds l at er i n 1977 ma y ver y wel l be needed t o mai nt ai n mome nt um i n
rent al housi ng const ruct i on. I n or der t hat suppor t be avai l abl e f or
sust ai ned mul t i f ami l y as wel l as si ngl e f ami l y const r uct i on at an.
adequat e l evel t o meet needs, t he Congr ess shoul d act t o ma ke aut hor -
i zed t andem pl an f unds avai l abl e f or use.

I t woul d al so hel p i n accel erat i ng const r uct i on under t he sect i on 8
pr ogr am i f t he ma x i mum assi st ance payment s cont r act f or pr i vat el y
sponsor ed proj ect s woul d be ext ended f r om 20 t o 30 years. Sponsor s
woul d be i n a bet t er posi t i on t o obt ai n convent i onal l ong- t er m fi nanc-
i ng and pr oceed t o const ruct i on mor e r api dl y t han wi t h F HA-in-
sur ed mor t gage f i nanci ng.

A revi sed t andem pl an home mor t gage f i nanci ng pr ogr am woul d
be par t i cul ar l y hel pf ul f or mi ddl e- i ncome fami l i es t hat have been
pr i ced out of t he mar ket . For fami l i es of bel ow- medi an i ncome

'
how-

ever , t he sect i on 235 homeowner s hi p assi st ance pr ogr am has t o be re-
vi sed and ext ended beyond i ts Sept ember 1977 expi rat i on dat e.

I t has t o be revi sed by est abl i shi ng an i nt erest rat e si gni fi cant l y
l ower t han t he pr esent 5 per cent mi ni mum rat e. Si mpl y rai si ng t he
ma xi mum mor t gage amount s under sect i on 235 i n hi gh-cost ar eas t o
$36, 000, and t o $42, 000 f or a f ami l y of fi ve or mor e per sons woul d
creat e anot her assi st ed mi ddl e- i ncome pr ogr am.

Jus t t o meet pr i nci pal and i nt erest payment s on a $36, 000, 30- year
mor t gage at 5 per cent requi res $192 a mont h. Addi t i onal payment s f or
t axes, uti li t ies, i nsur ance and mai nt enance and repai r s woul d br i ng
t ot al housi ng expenses up t o about $310 per mont h.

I t woul d requi re an annual i ncome of over $14, 800 per year at a
25 per cent housi ng expense-t o- i ncome rat i o. At a 1 per cent i nt erest
rat e, however , t ot al mont hl y expenses woul d be about $250 and coul d
be managed wi t h a $12, 000 annual i ncome.

We ur ge Congr ess t o oppose t he admi ni st rat i on' s pr oposal t o ex-
pand t he gr aduat ed payment mor t gage exper i ment . Thi s f or m of
mor t gage f i nanci ng wi l l resul t i n si gni fi cant l y hi gher t ot al i nt erest
payment s over t he l i fe of t he l oan. Pur chas i ng power of moder at e-
i ncome househol ds woul d be absor bed by mor e i nt erest payment s whi l e
t hose wi t h l ar ge amount s of f i nanci al asset s woul d r eap t he r ewar ds
of great er i nt erest recei pt s.

Ther e i s a good deal of exper i ment at i on wi t h al t ernat i ve mor t gage
i nst r ument s i n Cal i forni a, and s ome ot her St at es wher e St at e-char -
t ered savi ngs and l oans can ma ke var i abl e i nt erest rat e and gr aduat ed
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payment mor t gages . Tha t exper i ence shoul d be f ol l owed t hr ough a
busi ness cycl e befor e such f i nanci ng i s expanded.

The great est need f or r ent al hous i ng i s a mong l ow- i ncome fami l i es.
The H U D budget submi t t ed t o t he Congr es s i n J anuar y 1976 had pr o-
j ect ed 400, 000 uni t s of sect i on 8 and publ i c hous i ng t o be pl aced under
f und r eservat i ons i n fi scal 1977. Tha t t arget wa s cut back t o 236, 000
uni t s, however , i n t he For d budget submi t t ed t o t he Congr es s i n J anu-
ar y 1977. The Car t er admi ni st r at i on i s t o be comment ed f or r equest -
i ng addi t i onal budget and cont r act aut hor i t y t o per mi t t he ful l 400, 000
uni t s t o be pl aced under t he r eservat i on i n fi scal year 1977, and an
equal number i n fi scal year 1978.

The AF L- CI O f avor s a subal l ocat i on of aut hor i t y t o s uppor t
100, 000 uni t s of publ i c housi ng, t he pr ogr am whi ch serves t he l owest
i ncome fami l i es. The st ar t i ng end of t he processi ng pi pel i ne has t o be
refi l led t o pr oduce a l ar ger f ut ur e pr oduct i on l evel .

The AFL- CI O, t her efore, ur ges t he enact ment of t he i ncr ease of
$1, 232 mi l l i on i n annual payment s cont r act aut hor i t y f or t he sect i on
8 and publ i c hous i ng pr ogr ams i n fi scal year 1978.

Ther e shoul d al so be adequat e f undi ng aut hor i zed f or publ i c hous-
i ng moder ni zat i on and oper at i ng subsi di es of $35 mi l l i on and $665
mi l l i on, respect i vel y, as r equest ed by HUD, t o avoi d defer ral s of mai n-
t enance t hat woul d shor t en t he useful l i fe of proper t i es. Publ i c hous-
i ng proj ect s r epresent a per manent st ock of r ent al housi ng t hat wi l l
r emai n avai l abl e f or l ow- i ncome occupancy, wi t h l i t t le or no Feder al
subsi dy r equi r ed, af t er t he 40- year capi t al bonds have been amor t i zed.
I n a f ew year s, a number _of - ol der proj ect s wi l l r each t hi s st age.

I n or der t o br i ng proj ect s t o t he const ruct i on st age, H U D mus t be
abl e t o process appl i cat i ons expedi t i ousl y. The H U D budget cal l s f or
st aff i ncreases above Sept ember 1976 l evel s f or t he hous i ng pr ogr ams
i n fi scal year s 1977 and 1978. I t i s our hope t hat your commi t t ee and
ot her commi t t ees of t he Congr es s wi t h rel at ed responsi bi l i t i es wi l l
mai nt ai n an act i ve over si ght t o see t hat HU D pr ogr ams ar e admi n-
i st ered by a st aff t hat i s adequat e i n number s and t r ai ni ng.

I n t hi s cont ext , a par t i cul ar cur r ent concer n i s t he admi ni st r at i on
of t he sect i on 202 pr ogr am of di rect l oans f or hous i ng f or t he el der l y
and t he handi capped. H U D i s i n t he process of decent r al i zi ng t he sec-
t i on 202 pr ogr am, a process whi ch still r equi res fi nal i zat i on of ne w r eg-
ul at i ons, devel opment of a handbook of fi led i nst ruct i ons and t rai n-
i ng of per sonnel t o admi ni s t er t he pr ogr am i n t he field.

Fol l owi ng t hi s sequence of pr epar at i ons, field offices woul d be pr e-
par ed t o adver t i se f or appl i cat i ons whi ch coul d be submi t t ed wi t hi n
60 days. I t i s doubt f ul whet her al l of t hese st eps coul d be t aken and ap-
pl i cat i ons sel ect ed f or appr oval i n t i me t o commi t $600 mi l l i on i n l oan
aut hor i t y t hat woul d expi r e on Oct ober 1, 1977.

I nst ead of r ushi ng t he pr epar at i ons f or pr ogr am decent r al i zat i on—
whi ch pr oved di sast rous i n t he ear l y 19 70 ' s —HUD coul d sel ect appl i -
cat i ons f or appr oval f r om a mong t he 1, 300 t hat wer e al r eady r evi ewed
by i t s cent r al office st aff, but coul d not be f unded because t he fi scal year
1976 aut hor i zat i on coul d suppor t onl y about 200 of over 1, 500 proj ect
appl i cat i ons recei ved.

We ur ge Congr es s t o ret ai n t he sect i on 202 pr ogr am' s cur r ent ex-
empt i on f r om t he Feder al budget . The di rect l oans appr oved under
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t he pr ogr am ar e r epayabl e and t hus al l money i s r ecovered. I t wi l l be
muc h har der t o obt ai n adequat e f undi ng f or t hi s badl y needed pr o-
gr a m i f i t i s pl aced " on budget . "

Ever y effort mus t be ma de t o conser ve t he exi st i ng housi ng sup-
pl y as wel l as t o bui l d ne w uni t s. Pr ogr ams t hat f ur t her t hi s pur pose
shoul d be ext ended and adequat el y f unded. One of t hese pr ogr ams i s
t he sect i on 312 rehabi l i t at i on l oan pr ogr am whi ch enabl es moder at e
i ncome homeowner s t o rest ore t hei r homes t o moder n, l i vabl e st and-
ards.

Hous i ng al one i s not enough t o suppor t t he economi c revi val of t he
ol der Amer i can cit ies. I n t he past 2 years, t he f ocus of t he pr obl em of
ol der ci t i es has been on t hei r f i nanci al di l emma. But t he basi c pr obl em
is real l y still t he pl i ght of l ow- i ncome peopl e who l i ve i n par t s of t he
cent ral ci ties.

Undesi r abl e nei ghbor hood condi t i ons ar e i mpor t ant i n gener at i ng
t he ills of t he cent ral ci t y t hat affect al l of t he resi dent s. As an ol der
cent ral ci t y l oses popul at i on because of t he undesi r abl e condi t i ons, i t
l oses par t of i t s t ax base f or r evenues and i s l ess abl e t o pr ovi de serv-
i ces. A st rat egi c el ement i n t hi s whol e process i s t he hi gh l evel of un-
empl oyment a mong cent ral ci t y yout h. St udi es have s hown a posi t i ve
correl at i on bet ween l evel s of unempl oyment and cr i me. I f l ar ge num-
bers of t eenager s cont i nue t o be unempl oyed i nt o t hei r t went i es, s ome
ma y never be abl e t o acqui re sufficient ski l ls t o be sel f -suppor t i ng. They
wi l l ent er t he r anks of t he di scour aged wor ker s who no l onger seek
empl oyment t he ci t ies i n whi ch t hey resi de wi l l cont i nue t o det e-
ri orate.

We woul d l i ke t o t ake t hi s oppor t uni t y t o c omme nd Secr et ar y Har -
ris' r ecent st at ement t o t hi s subcommi t t ee i n whi ch she st at ed t hat
HUD woul d be t he pr i mar y l i nk i n t he i mpl ement at i on of an ur ban
pol i cy t hat woul d be r esponsi ve t o t he ci t ies' needs f or coor di nat ed
economi c devel opment , f or housi ng, and rel at ed servi ces, or i ent ed par -
t i cul arl y t o st at ut ory obj ect i ves t hat speak t o t he i nt erest s of l ow- and
moder at e- i ncome peopl e.

Thi s pur pose can be ser ved by an ext ended, hi gh l evel communi t y
devel opment bl ock gr ant pr ogr am, wi t h modi f i cat i ons al ong t he l i nes
t hat have been r ecommended by H UD Secr et ar y Har r i s. Bef or e t ouch-
i ng upon t hose speci fics, I wi sh t o voi ce a st r ong endor sement of
Secr et ar y Har r i s ' det er mi nat i on t o use t he housi ng assi st ance pl an
as i t was i nt ended t o be used, as a real i st i c t ool f or t he coordi nat i on
of hous i ng and communi t y devel opment . The HAP shoul d be used
as an act i on document on t he basi s of whi ch H U D wi l l al l ocat e i t s
housi ng resources, and year -t o-year i mpl ement at i on of t he HAP
pl ans shoul d be gi ven ser i ous consi derat i on. Thi s wi l l be possi bl e
wi t h t he i ncreased pr oduct i on of assi st ed housi ng t hat i s cont empl at ed
by t he Car t er admi ni st r at i on budget modi fi cat i ons.

The pr oposed ne w al t ernat i ve, i n t he dual al l ocat i on f or mul a ap-
pr oach r ecommended by HUD, woul d be mos t hel pful t o t he ol der
ur ban ar eas wi t h t he grat est need f or communi t y r edevel opment . The
wei ght gi ven i n t he pr oposed al t ernat e f or mul a t o ol der housi ng and
t o bel ow- aver age popul at i on gr owt h woul d t arget a great er f l ow of
f unds t o ci t i es t hat need r ebui l di ng and economi c rej uvenat i on.
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I n addr essi ng hersel f t o t he need f or ur ban economi c devel opment
wi t h a pr oposed $400 mi l l i on, Secr et ar y Har r i s woul d at t ack t he hub
of t he pr obl em of cit ies. I n her t es t i mony of Febr uar y 24 bef or e t he
Hous e Subcommi t t ee on Hous i ng and Communi t y Devel opment ,
Secr et ar y Har r i s pr esent ed f our exampl es of t he t ype devel opment
t hat mi ght be suppor t ed. Two of t he f our exampl es i nvol ved speci fi c
ret ent i on or expans i on of j obs.

The ot her t wo wer e t he t ype t hat woul d i mpr ove, l ocal publ i c faci l i -
t ies, cl ear l and, et cet era, i n ant i ci pat i on of or i n t he hope of at t ract i ng
pr i vat e ent erpr i se. The l at t er i s r emi ni scent of t he ur ban r enewal
pr ogr am whi ch cr eat ed an i nvol unt ar y l and bank.

The AF L—CI O i s ent husi ast i c about t he ur ban economi c devel op-
ment i ni t i at i ves of t he Secr et ary, but ur ges t hat t he l i mi t ed pr ogr am
resources shoul d be empl oyed onl y wher e speci fi c ar r angement s f or
ret ent i on or expansi on of j obs ar e i nvol ved. Ther e i s cont i nui ng
economi c gr owt h i n t he economy, al t hough i t i s nei t her gr eat enough
nor di st r i but ed i n a manner t o absor b t he l ar ge number s of ne w
ent r ant s i nt o t he l abor force.

Ur ba n economi c devel opment f und moneys coul d be used mos t
effect i vel y t o at t ract ent erpr i ses t hat wi l l use t he i nt rast ruct ure and
empl oy t he yout h of t he ol der ci t ies, whi l e hel pi ng t o conser ve or
expand t hei r economi c base.

The resul t ant i mpr ovement i n t he l i vabi l i t y and t he fi scal posi t i on
of t he ci t i es woul d r ebound t o t he economi c and fi scal benefi t of
t he Nat i on.

Tha nk you.
[ The pr epar ed s t at ement of Mr . Schecht er , on behal f of t he

Amer i can Feder at i on of Labor - Congr ess of I ndust r i al Or gani zat i ons,
wi t h at t ached char t , f ol l ows: ]
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STATEMENT OF HENRY B. SCHECHTER, DI RECTOR
DEPARTMENT OF URBAN AFFAI RS, AFL- CI O

ON HOUSI NG AND COMMUNI TY DEVELOPMENT AUTHORI ZATI ONS
BEFORE THE SUBCOMMI TTEE ON HOUSI NG AND COMMUNI TY DEVELOPMENT
OF THE HOUSE COMMI TTEE ON BANKI NG, FI NANCE AND URBAN AFFAI RS

Ma r c h 9, 1977

I a ppr e c i a t e t he oppor t uni t y t o a ppe a r be f or e you t o pr e s e nt t he vi e ws of

t he AFL- CI O on a ut hor i za t i ons f or ma j or hous i ng a nd c ommuni t y de ve l opme nt

pr ogr ams .

Ne ed For I nc r ea s e d Hous i ng Pr oduc t i on

Hous i ng pr ogr a m a ut hor i z a t i on l e ve l s wi l l be unus ua l l y i mpor t a nt i n t he

ne xt f e w ye a r s be ca us e t he c ount r y i s i n a hous i ng c r unc h. Hi gh number s of

bi r t hs t wo de c a des a go a nd l ow numbe r s of hous i ng s t a r t s i n t he l a s t f e w ye a r s

ha ve c ombi ne d t o pr oduce c ur r e nt i nf l a t i on i n hous i ng pr i c es a nd r e nt s .

Dur i ng e a c h of t he ye a r s 1954 t hr ough 1964 t he r e we r e mor e t ha n f our mi l l i on

bi r t hs i n t he U. S. Tha t popul a t i on gr owt h wa ve be ga n t o e n t e r t he hous e hol d

f or mi ng a ge gr oups of 2 0 ye a r s a nd ol de r i n 1974. To a c commodat e ne t i nc r e a s e s

of hous e hol ds , t o r e pl a c e uni t s l os t f r om t he s uppl y, a nd t o of f s e t un i t s

a bs or be d f or s e a s ona l a nd s ec ond home s , a nd pr ovi de s uf f i c i e nt va c a nc i es f or

mobi l i t y, a bout 2 . 45 mi l l i on ne w hous i ng uni t s a ye a r wi l l be ne e de d t hr ough

1985. Thi s e s t i mat e of ba s i c r equi r e me nt s doe s not i nc l ude a s pe c i a l a l l owa nc e

f or r e pl a c eme nt of s ome 3. 5 mi l l i on oc c upi e d s ubs t a nda r d uni t s . The t o t a l of

ne w hous i ng s t a r t s pl us mobi l e home s hi pme nt s f e l l s hor t of t he e s t i ma t e d

a nnua l r e qui r e me nt l e ve l by 800, 000 uni t s i n 1974, 850 , 000 i n 1975 a nd 650, 000

i n 1976. The c umul a t i ve pr oduc t i on de f i c i e nc y r e l a t i ve t o ne e ds ove r t he pa s t

t hr e e ye a r s wa s 2 . 3 mi l l i on uni t s .

As pa r t o f t he i nc r e a s i ng ge ne r a l a wa r e ne s s of t he ne e d t o c ons e r ve

r e s our c e s , t he r e ha s be e n a n a ppr opr i a t e i nc r e a s e d e mpha s i s upon ma xi mum

pos s i bl e r eha bi l i t a t i on a nd us e of t he e xi s t i ng hous i ng s t oc k. Howe ve r , t he r e

a r e onl y a bout 2 . 1 mi l l i on va c a nt uni t s a va i l a bl e f or s a l e or r e n t , a nd a l a r ge

pr opor t i on of t he m a r e not i n t he r i ght pl a ce or of t he r i ght s i z e . Re ga r dl e s s

of t he c ondi t i on of a va i l a bl e uni t s , e ve n i f a l l s ubs t a nda r d uni t s c oul d be

r e ha bi l i t a t e d ove r ni ght , t he e xi s t i ng i nve nt or y i s i na de qua t e t o c ount e r a c t

t he i nf l a t i ona r y t r e nds i n hous i ng. The $39, 600 me di a n pr i c e of e xi s t i ng home s

s ol d i n J a nua r y wa s 1 0 pe r c e nt a bove a ye a r a go . Hi ghe r e xi s t i ng home va l ue s ,

i nc i de nt a l l y, ge ne r a t e hi ghe r pr ope r t y t a xe s . The $45, 200 me di a n pr i ce of a
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ne w home s ol d i n J a nu a r y wa s u p 9 pe r c e nt f r o m a ye a r a g o , r e f l e c t i ng l o c a l

s hor t a ge s a s we l l a s i nc r e a s e s i n c ompone nt c o s t s . Re n t s a r e movi ng up a t a

6 pe r c e nt a nn ua l r a t e .

A c ont i nui ng s hor t f a l l i n hous i ng pr oduc t i on c r e a t e s i nf l a t i ona r y pr e s s ur e s

i n t he e c onomy. The l ow l e ve l o f hous i ng s t a r t s a l s o c ont r i but e s s i gni f i c a nt l y

t o h i gh une mpl oyme nt a nd unde r ut i l i z a t i on o f p l a nt c a pa c i t y . Une mpl oyme nt a mong

c ons t r uc t i on wor ke r s wa s a t a n a ve r a ge a n nua l r a t e o f 1 5 . 6 pe r c e nt d ur i ng 1 9 7 6

a nd wa s 1 5 . 2 p e r c e nt i n Fe br ua r y 1977.

Muc h hi ghe r l o c a l a r e a une mpl oyme nt r a t e s pr e va i l i n t r a de s whi c h a r e he a vi l y

s pe c i a l i z e d i n r e s i de nt i a l bui l di ng. La s t Oc t obe r , whe n t h e na t i ona l c ons t r uc t i on

une mpl oyme nt r a t e wa s 1 5 pe r c e nt , a n AFL- CI O Bui l d i ng a nd Cons t r uc t i on Tr a de s

De pa r t me nt s u r ve y f o und t h a t i n nume r ous l oc a l i t i e s be t we e n 2 0 a nd 6 0 pe r c e nt

une mpl oyme nt wa s pr e va l e nt a mon g c a r pe nt e r s , br i c kl a ye r s , pa i nt e r s , p l a s t e r e r s ,

p l u mbe r s , r oof e r s a nd s he e t me t a l wor ke r s . The numbe r of j ob s t h a t a r e l o s t

i n r e s i de nt i a l c ons t r uc t i on a r e a bou t ma t c he d b y t he numbe r o f j obs t h a t wi l l

be l o s t i n t he pr oduc t i on, t r a ns por t a t i on a nd t r a de di s t r i but i on of bui l d i ng

ma t e r i a l s .

Rol e o f Ta nde m Pl a n Fi na n c i n g

Fur t he r mor e , t he s t a gf l a t i on t h a t pl a gue s t he hous i ng s e c t or a nd i s t r a ns -

mi t t e d t o t h e ge n e r a l e c onomy wi l l no t be c ur e d by t he ope r a t i on of ma r ke t

f or c e s . The i mpr ove me nt i n t he ma r ke t f o r n e w home s i n 1 97 6 , a nd t he r e l a t e d

r i s e i n 1- f a mi l y home s t a r t s i n t he l a t t e r h a l f o f t he ye a r , wa s s i gni f i c a nt l y

s t i mul a t e d b y t he gove r nme nt t a nde m pl a n ope r a t i ons . Ove r t he pa s t t wo y e a r s ,

t he Gove r nme nt Na t i ona l Mor t ga ge As s oc i a t i on pur c ha s e d 27 4, 0 00 home mor t ga ge s

wi t h be l ow- ma r k e t i n t e r e s t r a t e s , ge n e r a l l y 7i t o 8 pe r c e nt . Home s a l e s

f i na nc e d wi t h t he s e mor t ga ge s e nc our a ge d bui l de r s t C r a i s e t h e i r pr oduc t i on

l e v e l s .

" Ta nde m pl a n " f u nds f o r home mor t ga ge f i na nc i ng be ga n t o r un o ut i n l a t e

1 97 6, a nd b y now pr a c t i c a l l y a l l t he c ommi t me nt s ha ve be e n used up. Al t hough

ne w home s a l e s we r e s t i l l s t r ong a t t he t u r n o f t he ye a r , t he r e wi l l be a

t h i nne r ma r ke t f o r ne w home s i n 1 9 7 7 t ha n i n 1 9 7 6 , wi t h c ons t r uc t i on c os t s a nd
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pr i c e s c ont i nui ng t o r i s e a nd wi t h no 7* t o 8 pe r c e nt mor t ga ge mone y a va i l a bl e .

Th i s s i t ua t i on ma y v e r y we l l be a ggr a va t e d b y i nc r e a s e d l i v i ng c os t s r e s ul t i ng

f r o m t he e a s t e r n wi nt e r f r e e z e a nd t he c ont i nui ng we s t e r n dr ought . And r e c e n t

r a pi d r i s e s i n whol e s a l e pr i c e s o f l u mb e r , pl ywood a nd me t a l s wi l l c ont i nue t o

pus h u p home pr i c e s . Addi t i ona l t a nde m pl a n f i na nc i ng t o he l p mode r a t e- i nc ome

f a mi l i e s b uy home s ma y be ne e de d t o s us t a i n t he l a t e 1 9 76 l e ve l of hous i ng

s t a r t s . Congr e s s s houl d t a ke t he ne c e s s a r y a c t i ons t o ma ke s uc h f un ds a va i l a bl e .

Fur t he r mo r e , e xpe r i e nc e wi t h t a nde m pl a n home mor t ga ge f i na nc i ng s ugge s t s

t ha t t he pr ogr a m c a n be modi f i e d t o be mor e e f f e c t i ve i n me e t i ng hous i ng n e e ds

a nd c ount e r i ng une mpl oyme nt . The mor t ga ge s c oul d be ma de a va i l a bl e on l y t o

home buye r s o f mode r a t e i n c o me , who ge ne r a l l y c oul d n ot a f f or d t o buy a home

f i na nc e d a t a ma r ke t mor t ga ge i n t e r e s t r a t e . I n a ddi t i on, t he Se c r e t a r y o f HUD

c oul d be gr a nt e d a ut hor i t y t o r e duc e t he i n t e r e s t r a t e t o l e ve l s ne e de d t o me e t

t he obj e c t i ve s o f t he pr ogr a m, a nd t o a l l oc a t e a va i l a bl e f un d s i n r e l a t i o n t o

l oc a l hous i ng n e e d s a nd une mpl oyme nt l e ve l s .

A r i s e i n mul t i f a mi l y hous i ng s t a r t s i n t he l a t t e r pa r t o f 1 97 6 a l s o

r e f l e c t e d t he s uppor t o f s ome $3 bi l l i on i n t a nde m pl a n f u n ds . Whe n t he d a t a

be c ome s a va i l a bl e , t h e y pr oba bl y wi l l s how t ha t a s i gni f i c a nt pr opor t i on o f t he

Se c t i on 8 ne w c ons t r uc t i on pr oj e c t s s t a r t e d ha ve be e n f i na nc e d wi t h 7i pe r c e nt

t a nde m pl a n mor t ga ge s . An a ddi t i ona l $ 2 bi l l i on i n t a nd e m pl a n f u n ds , r e l e a s e d

f o r mul t i f a mi l y f i n a nc i ng i n Se pt e mbe r , wi l l pr oba bl y be a bs or be d whe n mor e

Se c t i on 8 pr oj e c t s i n t he FHA pr oc e s s i ng l i ne r e a c h a c ondi t i ona l c ommi t me nt

s t a ge . I n t h i s c onne c t i on, t o o , t he a va i l a bi l i t y o f a ddi t i ona l t a nde m pl a n

f un ds l a t e r i n 1977 ma y v e r y we l l be ne e de d t o ma i nt a i n mome nt um i n r e n t a l

hous i ng c ons t r uc t i on. I n or de r t ha t s uppor t be a va i l a bl e f o r s us t a i ne d mul t i -

f a mi l y , a s we l l a s s i ngl e f a mi l y c ons t r uc t i on, a t a n a de qua t e l e v e l t o me e t

n e e ds , t he Congr e s s s houl d a c t t o ma ke a ut hor i z e d t a nde m pl a n f un ds a va i l a bl e

f o r u s e .

I t woul d a l s o he l p i n a c c e l e r a t i ng c ons t r uc t i on und e r t he Se c t i on 8 pr ogr a m

i f t he ma xi mum a s s i s t a nc e pa yme nt s c ont r a c t f o r pr i va t e l y s pons or e d pr oj e c t s

woul d be e xt e nde d f r o m 2 0 t o 3 0 y e a r s . Spons or s woul d be i n a be t t e r pos i t i on t o

obt a i n c onve nt i ona l l ong- t e r m f i na nc i ng a nd pr oc e e d t o c ons t r uc t i on mor e r a pi d l y

t h a n wi t h FHA- i ns ur e d mor t ga ge f i na nc i ng.
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Low- I ncome Hous i ng Pr ogr a ms

A r e vi s e d t a nde m pl a n home mor t gage f i na nc i ng pr ogr a m woul d be pa r t i c ul a r l y

he l pf ul f or mi ddl e- i nc ome f a mi l i e s t ha t ha ve be e n pr i ce d out of t he ma r ke t . For

f a mi l i e s of be l ow- me di a n i nc ome , howe ve r , t he Se c t i on 235 home owne r s hi p

as s i s t a nc e pr ogr am ha s t o be r e vi s ed a nd e xt e nded beyond i t s Se pt e mbe r 1977

expi r a t i on da t e . I t ha s t o be r evi s e d b y es t a bl i s hi ng a n i nt e r e s t r a t e s i gni f i -

c a nt l y l owe r t ha n t he pr e s e nt 5 pe r c e nt mi ni mum r a t e . Si mpl y r a i s i ng t he

maTi mum mor t ga ge a mount s unde r Se c t i on 235 i n hi gh c os t a r e a s t o $36, 000 , a nd

t o $42, 000 f or a f a mi l y of f i ve or mor e per s ons , woul d c r e a t e a not he r a s s i s t e d

mi ddl e- i nc ome pr ogr a m. J us t t o me e t pr i nc i pa l a nd i nt e r e s t pa yme nt s on a

$36, 000 , 30- ye a r mor t ga ge a t 5 pe r c e nt r e qui r e s $1 92 a mont h. Addi t i ona l

pa yme nt s f or t a xe s , ut i l i t i e s , i ns ur a nce a nd ma i nt ena nce a nd r e pa i r s , woul d

br i ng t o t a l hous i ng e xpe ns e s up t o a bout F";310 per mont h. I t woul d r e qui r e a n

a nnua l i nc ome of ove r $14, 800 pe r ye a r a t a 25 pe r c e nt hous i ng e xpe ns e- t o- i nc ome

r a t i o. At a 1 pe r c e nt i nt e r e s t r a t e , howe ve r , t ot a l mont hl y expe ns e s woul d be

a bout $ 250 a nd c oul d be ma na ged wi t h a $12, 000 a nnua l i nc ome .

We ur ge Congr e s s t o oppos e t he Admi ni s t r a t i on' s pr opos a l t o e xpa nd t he

gr adua t ed pa yme nt mor t ga ge ( GPM) e xpe r i me nt , Thi s f or m of mor t ga ge f i na nc i ng

wi l l r e s ul t i n s i gni f i c a nt l y hi ghe r t o t a l i nt e r e s t payme nt s ove r t he l i f e of t he

l oa n. Pur dbas i ng powe r of mode r a t e- i nc ome hous e hol ds woul d be a bs or be d by mor e

i nt e r e s t pa yme nt s whi l e t hos e wi t h l a r ge a mount s of f i na nc i a l a s s e t s woul d r e a p

t he r e war ds of gr e a t e r i nt e r e s t r e c e i pt s , The r e i s a good de a l of e xpe r i me nt a t i on

wi t h a l t e r na t i ve mor t gage i ns t r ume nt s i n Ca l i f or ni a a nd s ome ot he r s t a t e s whe r e

St a t e- c har t e r e d s a vi ngs a nd l oa ns c an make va r i a bl e i nt e r e s t r a t e a nd gr adua t e d

pa yme nt mor t ga ge s . Tha t e xpe r i enc e s houl d be f ol l owe d t hr ough a bus i ne s s c yc l e

bef or e s uc h f i na nc i ng i s e xpa nde d.

The gr e a t e s t nee d f or r e nt a l hous i ng i s a mong l ow- i nc ome f a mi l i e s . The HUD

budge t s ubmi t t e d t o t he Congr e s s i n J a nua r y 1976 ha d pr oj ec t ed 400, 000 uni t s of

Se c t i on 8 a nd publ i c hous i ng t o be pl ac e d unde r f und r e s e r va t i ons i n f i s c a l 1977.

Tha t t a r ge t wa s c ut ba c k t o 236, 000 uni t s , howe ve r , i n t he For d budge t s ubmi t t e d

t o t he Congr e s s i n J a nua r y 1977. The Ca r t e r Admi ni s t r a t i on i s t o be c ommended f or

r e que s t i ng a ddi t i ona l budge t a nd c ont r a c t a ut hor i t y t o pe r mi t t he f u l l 400, 000

uni t s t o be pl ac ed unde r t he r es e r va t i on i n FY 1977, a nd a n e qua l numbe r i n

FY 1978. The AFL- CI O f a vor s a s ub- a l l oc a t i on of a ut hor i t y t o s uppor t 100, 000
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uni t s of publ i c hous i ng, t he pr ogr a m whi c h s e r ve s t he l owe s t i nc ome f a mi l i e s .

The s t a r t i ng e nd of t he pr oc e s s i ng pi pe l i ne ha s t o be r e f i l l e d t o pr oduce a

l a r ge r f ut ur e pr oduct i on l e ve l . The AFL- CI O, t he r e f or e , ur ge s t he e nac t me nt of

t he i nc r e a s e of $ 1 , 232 mi l l i on i n a nnua l payme nt s c ont r a c t aut hor i t y f or t he

Se c t i on 8 a nd publ i c hous i ng pr ogr ams i n f i s c a l yea r 1978.

The r e s houl d a l s o be a dequa t e f undi ng a ut hor i z e d f or publ i c hous i ng

moder ni z a t i on a nd ope r a t i ng s ubs i di e s , o f $ 35 mi l l i on a nd $665 mi l l i on,

r e s pe c t i ve l y, a s r e que s t ed by HUD, t o avoi d de f e r r a l s of ma i nt ena nc e t ha t woul d

s hor t e n t he us e f ul l i f e of pr ope r t i e s . Publ i c hous i ng pr oj e c t s r e pr e s e nt a

pe r mane nt s t oc k of r e n t a l hous i ng t ha t wi l l r e ma i n a va i l a bl e f or l ow- i nc ome

oc c upa ncy, wi t h l i t t l e or no Fe de r a l s ubs i dy r e qui r e d, a f t e r t he 4 0 yea r c a pi t a l

bonds ha ve be e n a mor t i z e d. I n a f e w ye a r s , a numbe r of ol der pr oj e c t s wi l l

r e a c h t hi s s t a ge .

I n or de r t o br i ng pr oj e c t s t o t he cons t r uc t i on s t a ge , HUD mus t be a bl e t o

pr oc e s s a ppl i ca t i ons e xpe di t i ous l y. The HUD budge t ca l l s f or s t a f f

i nc r e a s e s a bove Sept e mber 1976 l e ve l s f or t he hous i ng pr ogr ams i n f i s c a l ye ar s

1977 and 1978. I t i s our hope t ha t your c ommi t t e e , a nd ot he r c ommi t t ee s of t he

Congr e s s wi t h r e l a t e d r e s pons i bi l i t i e s , wi l l ma i nt a i n a n a c t i ve ove r s i ght t o s ee

t ha t HUD pr ogr a ms a r e a dmi ni s t e r e d by a s t a f f t ha t i s a de qua t e i n numbe r s a nd

t r a i ni ng.

I n t hi s c ont e xt , a pa r t i c ul a r c ur r ent c onc e r n i s t he a dmi ni s t r a t i on of t he

Se c t i on 2 02 pr ogr a m of di r e c t l oa ns f or hous i ng f or t he e l de r l y a nd t he ha ndi c a ppe d.

HUD i s i n t he pr oc e s s of de c e nt r a l i z i ng t he Sec t i on 2 0 2 pr ogr a m, a pr oc e s s whi ch

s t i l l r e qui r e s f i na l i z a t i on of ne w r e gul a t i ons , de ve l opme nt of a handbook of

f i e l d i ns t r uc t i ons a nd t r a i ni ng of pe r s onnel t o a dmi ni s t e r t he pr ogr am i n t he

f i e l d . Fol l owi ng t hi s s eque nce of pr e pa r a t i ons , f i e l d of f i c e s woul d be pr epa r e d

t o a dver t i s e f or a ppl i ca t i ons whi c h coul d be s ubmi t t e d wi t hi n 6 0 da ys . I t i s

doubt f ul whe t her a l l o f t he s e s t e ps c oul d be t a ke n a nd a ppl i c a t i ons s e l e c t ed f or

a ppr ova l i n t i me t o c ommi t $6 00 mi l l i on i n l oa n a ut hor i t y t ha t woul d e xpi r e on

Oc t obe r 1 , 1977. I ns t e a d of r us hi ng t he pr e pa r a t i ons f or pr ogr am de c ent r a l i z a t i on

whi c h pr oved di s a s t r ous i n t he e a r l y s e vent i e s - - HUD coul d s e l e c t a ppl i c a t i ons

f or a ppr ova l f r om a mong t he 1 , 300 t ha t we r e a l r e a dy r e vi e wed by i t s c e nt r a l

of f i c e s t a f f bu t c oul d not be f unde d bec a us e t he f i s c a l ye a r 1976 a ut hor i z a t i on

c oul d s uppor t onl y a bout 2 00 of ove r 1 , 500 pr oj e c t a ppl i c a t i ons r e c e i ve d.
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We ur ge Congr e s s t o r e t a i n t he Se c t i on 2 0 2 pr ogr a m' s c ur r e nt e xe mpt i on f r o m

t he Fe d e r a l t udge t . The di r e c t l oa ns a ppr ove d unde r t he pr ogr a m a r e r e pa ya bl e

a nd t hu s a l l mone y i s r e c ove r e d. I t wi l l be muc h ha r de r t o obt a i n a de qua t e

f undi ng f o r t h i s b a dl y ne e de d pr ogr a m i f i t i s p l a c e d " o n budge t " .

Eve r y e f f o r t mus t be ma de t o c ons e r ve t he e xi s t i ng hous i ng s u ppl y , a s we l l

a s t o bui l d ne w uni t s . Pr og r a ms t ha t f ur t he r t h i s pur pos e s houl d be e xt e nde d

a nd a de qua t e l y f und e d. One o f t he s e pr ogr a ms i s t he Se c t i on 3 1 2 r e ha bi l i t a t i on

l o a n pr ogr a m, whi c h e na bl e s mode r a t e- i nc ome home owne r s t o r e s t or e t h e i r home s

t o mode r n, l i ve a bl e s t a nda r ds .

Communi t y De ve l opme nt a nd Ec onomi c De ve l opme nt

Hous i ng a l one i s n ot e nough t o s u ppor t t he e c onomi c r e vi va l o f t he o l de r

Ame r i c a n c i t i e s . I n t he pa s t t wo ye a r s t he f oc us o f t he pr obl e ms o f o l de r

c i t i e s ha s be e n o n t he i r f i na nc i a l d i l e mma . But t he ba s i c pr obl e m i s r e a l l y

s t i l l t he p l i ght o f l ow- i nc ome pe opl e who l i ve i n pa r t s of t he c e nt r a l c i t i e s .

Unde s i r a bl e ne i ghbor hood c ondi t i ons a r e i mpor t a nt i n ge ne r a t i ng t he i l l s

of t he c e nt r a l c i t y t ha t a f f e c t a l l o f t he r e s i de nt s . As a n ol de r c e nt r a l c i t y

l os e s popul a t i on be c a us e o f t he unde s i r a bl e c ondi t i ons , i t l os e s pa r t o f i t s

t a x ba s e f o r r e ve nue s a nd i s l e s s a bl e t o pr ovi de s e r vi c e s . A s t r a t e gi c e l e me nt

i n t h i s whol e pr oc e s s i s t he hi gh l e v e l o f une mpl oyme nt a mong c e nt r a l c i t y yout h.

St udi e s ha ve s hown a pos i t i ve c or r e l a t i on be t we e n l e ve l s o f une mp l oyme nt a nd c r i me .

I f l a r ge numbe r s o f t e e na ge r s c ont i nue t o be une mpl oye d i n t o t he i r 20 ' s , s ome

ma y ne ve r be a bl e t o a c qui r e s uf f i c i e nt s ki l l s t o be s e l f - s uppor t i ng. The y wi l l

e nt e r t he r a nk s o f t he di s c our a ge d wor ke r s who n o l o nge r s e e k e mpl oyme nt ; t he

c i t i e s i n whi c h t he y r e s i de wi l l c ont i nue t o de t e r i or a t e .

We woul d l i ke t o t a ke t h i s oppor t uni t y t o c omme nd Se c r e t a r y Ha r r i s ' r e c e nt

s t a t e me nt t o t h i s Commi t t e e i n whi c h s he s t a t e d t ha t HUD woul d be t he pr i mAr y

l i nk i n t he i mpl e me nt a t i on o f a n u r ba n pol i c y t h a t woul d be r e s pons i ve t o t he

c i t i e s ' ne e ds f o r c oor di na t e d e c onomi c de ve l o pme nt , f o r ho us i ng , a nd r e l a t e d

s e r vi c e s , or i e nt e d pa r t i c ul a r l y t o s t a t u t or y obj e c t i ve s t h a t s pe a k t o t he

i nt e r e s t s o f l o w- a nd mode r a t e- i nc ome pe opl e .

Thi s pur pos e c a n be s e r ve d by a n e xt e nde d, hi ghe r l e v e l Communi t y De ve l opme nt

Bl oc k Gr a nt Pr o gr a m, wi t h modi f i c a t i ons a l ong t he l i n e s t ha t ha ve be e n r e c omme nde d

by HUD Se c r e t a r y Ha r r i s . Be f or e t ouc hi ng u pon t hos e s pe c i f i c s , I wi s h t o voi c e a
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s t r ong e ndor s e me nt of Se c r e t a r y Ha r r i s ' de t e r mi na t i on t o us e t he Hous i ng As s i s t anc e

Pl a n a s i t wa s i nt e nde d t o be us e d , a s a r e a l i s t i c t oo l f or t he c oor di na t i on of

hous i ng a nd c ommuni t y de ve l opme nt . The HAP s houl d be us e d a s a n a c t i on doc ume nt

on t he ba s i s of whi ch HUD wi l l a l l oc a t e i t s hous i ng r e s our c e s , a nd ye a r - t o- yea r

i mpl e me nt a t i on of t he HAP pl a ns s houl d be gi ve n s e r i ous c ons i de r a t i on. Thi s wi l l

be pos s i bl e wi t h t he i nc r e as e d pr oduc t i on of as s i s t e d hous i ng t ha t i s c ont empl a t ed

b y t he Ca r t e r Admi ni s t r a t i on budge t modi f i c a t i ons .

The pr opos e d ne w a l t e r na t i ve , i n t he dua l a l l oca t i on f or mul a a ppr oac h

r e c omme nded by HUD, woul d be mos t he l pf ul t o t he ol de r ur ba n a r e a s wi t h t he

gr e a t e s t nee d f or c ommuni t y r e de ve l opme nt . The we i ght gi ve n i n t he pr opos ed

a l t e r na t e f or mul a t o ol de r hous i ng a nd t o be l ow- a ve r a ge popul a t i on gr owt h, woul d

t a r ge t a gr e a t e r f l ow of f unds t o c i t i e s t ha t ne ed r e bui l di ng a nd e c onomi c

r e j uvi na t i on.

I n a ddr e s s i ng he r s e l f t o t he ne e d f or ur ba n e c onomi c de ve l opme nt , wi t h a

pr opos e d t 400 mi l l i on pr ogr a m, Se c r e t a r y Ha r r i s woul d a t t a c k t he nub of t he

pr obl e m of c i t i e s . I n he r t e s t i mony of Fe br ua r y 2 4 be f or e t he Hous e Subcommi t t e e

on Hous i ng a nd Communi t y De ve l opme nt , Se c r e t a r y Har r i s pr es e nt e d f our e xa mpl e s

of t he t ype of de ve l opme nt t ha t mi ght be s uppor t e d. Two of t he f our e xa mpl e s

i nvol ve d s pe c i f i c r e t e nt i on or e xpa ns i on of J obe . The ot he r t wo we r e t he t ype

t ha t woul d i mpr ove l oc a l publ i c f a c i l i t i e s , c l e a r l a nd, e t c . , i n a nt i c i pa t i on of

or i n t he hope of a t t r a c t i ng pr i va t e e nt e r pr i s e . The l a t t e r i s r e mi ni s c e nt of t he

ur ba n r e ne wa l pr ogr a m whi c h cr e a t e d a n i nvol unt a r y l a nd bank. The AFL- CI O i s

e nt hus i a s t i c a bout t he ur ba n e c onomi c de ve l opme nt i ni t i a t i ve s of t he Se c r e t a r y,

but ur ge s t ha t t he l i mi t e d pr ogr a m r e s our c e s s houl d be e mpl oyed onl y whe r e

s pec i f i c a r r a nge me nt s f or r e t e nt i on or e xpa ns i on of j obs a r e i nvol ve d. The r e i s

c ont i nui ng e c onomi c gr owt h i n t he e c onomy, a l t hough i t i s ne i t he r gr e a t e nough

nor di s t r i but e d i n a ma nne r t o a bs or b t he l a r ge number of ne w e nt r a nt s i nt o t he

l a bor f or c e . Ur ba n e c onomi c de ve l opme nt f unds moni e s coul d be us e d mos t

e f f e c t i ve l y t o a t t r a c t e nt e r pr i s es t ha t wi l l us e t he i nf r a s t r uc t ur e and e mpl oy

t he yout h of t he ol de r c i t i e s , whi l e he l pi ng t o c ons e r ve or e xpa nd t he i r e c onomi c

ba s e . The r e s ul t a n t i mpr ove me nt i n t he l i va bi l i t y a nd t he f i s c a l pos i t i on of t he

c i t i es woul d r e bound t o t he e c onomi c a nd f i s c a l be ne f i t o f t he Na t i on.
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Mr . ASHLEY. Tha nk you ver y much, Mr . Schecht er . Good st at ement .
I was i nt erest ed i n your comment s wi t h r espect t o t he t andem pl an

on page 2. I have had t roubl e quant i f yi ng t he ext ent t o whi ch t he
t andem pl an has been hel pful i n i mpr ovi ng t he mar ket f or ne w homes
i n 1976. Obvi ousl y, i t has been hel pful t o s ome ext ent , but real l y i t has
been hel pful i n t hose i nst ances wher e t he pur chaser woul d not have
pur chased a home ot her t han by vi r t ue of t he l ower i nt erest rat es
pr ovi ded i n t he t andem pl an.

Obvi ousl y, t hi s pr ogr am i s not per f ect f r om t he st andpoi nt of sub-
st i t ut i on. I t i s pr et t y cl ear, i f you t ake a l ook at t he pr i nt out t hat you
have, t hat t her e ar e a l ot of mi ddl e- and upper - mi ddl e- i ncome f ami l i es
t hat coul d t ake advant age of t hat pr ogr am who woul d have been i n l i ne
f or convent i onal f i nanci ng at t he hi gher i nt erest rat es.

Ha ve you been abl e t o l ook at t hat any f ur t her ?
Mr . SCHECHTER. I agr ee wi t h you.
Ther e wa s a good amount of subst i t ut i on. But t he aver age mor t gage

amount wa s l ow enough, i t was r oughl y about $35, 000, so t hat com-
par ed wi t h t he mi x of pr i ces we have been get t i ng i n housi ng, I t hi nk
i t hel ped encour age pr oduct i on of hous i ng t owar d t he l ower end. I t ,
t herefore, cat er ed t o a mar ket whi ch ot herwi se woul d not have been
hel ped.

I agr ee wi t h you, t hough, t hat t her e was subst i t ut i on.
Mr . ASHLEY. But we don' t real l y t r ack t hese pr ogr ams . Wh e n we

put mone y i nt o count ercycl i cal or homeowner s hi p we don' t i nsi st on
t he ki nds of r ecor ds and t he avai l abi l i t y of dat a whi ch woul d per mi t us
af t er t he f act t o r evi ew and f i nd out now cost -effect i ve t he pr ogr am
was.

Thi s j ust st r i kes me as t he mos t bl at ant ki nd of bad bur eaucr acy and
l ack of i nt el l i gence on t he par t of Congr ess . Her e we ar e t oday l ooki ng
at wa ys t o st i mul at e t he economy and put peopl e t o wor k, we come up
wi t h a package, a st i mul us package, and nobody has t he sl i ght est i dea,
ot her t han i n t he ver y di rect j ob pr ogr ams and wha t t hey cost , wha t
ki nd of l everage you get wi t h a dol l ar st r engt hened by a t ax r ebat e or
any of t he ot her component s of t he st i mul us package.

An d I mus t s ay t hat t hi s i s exact l y t hat ki nd of a si t uat i on, and we
f i nd t hat t he admi ni st r at i on i s not aski ng f or an ext ensi on of t andem
aut hor i t y. Yo u ar e aski ng f or i t on behal f of your organi zat i on, and on
t he basi s of t he dat a t hat i s avai l abl e t o t hi s subcommi t t ee, i t i s ver y
har d t o r each a deci si on.

Mr . SCHECHTER. Tha t i s why I woul d ask f or t he t ype of modi f i ca-
t i on i ndi cat ed on page 3, Mr . Chai r man, wi t h an ext ensi on of t he
pr ogr am whi ch woul d—whi c h i s ai med at pr event i ng t he t ype of sub-
st i t ut i on effect t hat you ment i oned.

The par agr aph i s t al ki ng about t he exper i ment s wi t h t he t andem
pl an home mor t gage f i nanci ng. I t hi nk i t does need a l i t t le t r i mmi ng,
and cer t ai n cri t eri a whi ch woul d avoi d t he subst i t ut i on.

Mr . ASHLEY. Wel l , I have a l i t t le t r oubl e wi t h t hat on page 3, as a
mat t er of fact . Yo u say i n addi t i on t hat t he Secr et ar y woul d be
gr ant ed aut hor i t y t o meet t he obj ect i ves of t he pr ogr am. We woul d
have t o def i ne wha t t hose obj ect i ves ar e, and we coul dn' t gi ve her t he
aut hor i t y t o r educe t he i nt erest rat es t hat l ow.
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Mr . SCHECHTER. Yo u mi ght want t o l i mi t i t down t o 6 percent , a
r ange somet hi ng l i ke t hat .

Mr . ASHLEY. I t i s har d f or me t o under s t and how t he Secr et ar y
woul d be expect ed t o know how t he pr ogr am i s wor ki ng because whe n
a devel oper get s hi s commi t ment , whi ch he ma y or ma y not exerci se,
he pl ays t hat agai nst t he mar ket rat e, doesn' t he?

Mr . SCHECHTER. But wi t h a good mar gi n bet ween t he mar ket rat e
and t he commi t ment r at e whi ch he has had, t her e i s a fai r l y good
chance t hat he i s goi ng t o use t hat commi t ment .

Mr . ASHLEY. Tha t was not t he exper i ence under t he pr ogr am.
Ther e wer e a l ot of peopl e who sat on t hei r commi t ment s f or a good
l ong t i me, and t hey wer e t andem commi t ment s . Ma ybe we shoul d l ook
i nt o it.

Mr . SCHECHTER. Pr obabl y t hey di d. But he coul dn' t do bet t er i n t he
mar ket . I f he di dn' t use t he commi t ment , he j ust di dn' t bui l d or di dn' t
go t hrcrugh wi t h i t.

But t her e was no l ower r at e of f i nanci ng f or hi m t o obt ai n.
Mr . ASHLEY. Ther e wer e s ome f act or s t hat di dn' t go ent i rel y t o t he

rat e whi ch was preferent i al , obvi ousl y, and t hat caused t hose com-
mi t ment s t o not be conver t ed i nt o const ruct i on per mi t s ver y r api dl y.

Mr . SCHECHTER. Yes.
Mr . ASHLEY. I a m not sur e t hat t hi s addresses t hat poi nt .
Mr . SCHECHTER. But t her e t ends t o be a hoar di ng of commi t ment s •

by s ome devel oper s. An d i t i s anot her t hi ng t hat per haps by pr oper
admi ni st r at i on coul d be pr event ed.

Mr . ASHLEY. Woul d you expand on your par agr aph at t he bot t om
of page 3 wher e you appear t o endor se t he r equest of t he admi ni st r at i on
t o ext end f r om 20 t o 30 year s t he sect i on 8 cont r act f or convent i onal l y
f i nanced proj ect s.

Mr . SCHECHTER. Yes .
I n or der t o br i ng i n t he proj ect , t he rent al proj ect , wi t hi n a f ai r

mar ket or compar abl e mar ket r ent whi ch i s r at her difficult , t he de-
vel oper needs l ong- t er m f i nanci ng.

An d wi t h t he 20-year ma xi mu m t er m assi st ance cont r act I can see
wher e convent i onal l ender s woul d be ver y r el uct ant or r efuse t o ma ke
a 30- year l oan, l et al one a 40-year l oan.

Because, af t er al l , mos t of t he occupant s wi l l be dependent upon t he
assi st ance and so t he l ender woul d l ook f or a l ong- t er m cont r act . Wi t h
t hi s l onger assi st ance cont r act , per haps , t hey coul d get convent i onal
f i nanci ng whi ch I do t hi nk coul d move t hi ngs al ong f ast er i n get t i ng
pr oduct i on under t he pr ogr am.

No w, I al so t hi nk t hat j ust by sayi ng we ar e l i mi t i ng t he cont r act t o
20 years, i n t hose cases wher e cont r act s ar e onl y f or 20 year s, we ar e
put t i ng off t he busi ness of enact i ng l egi sl at i on. Af t er 20 year s i n mos t
cases we wi l l s ay we wi l l cont i nue i t f or anot her 20 year s unl ess we ar e
opt i mi st i c about ever ybody get t i ng out of t hose i ncome l evel s. I n whi ch

_case i t doesn' t mat t er anyway, because i f t hey get out of t hose i ncome
l evel s t hey woul dn' t be i n t he s ame posi t i on, needi ng subsi dy, as whe n
t he cont r act s ar e made. —

Mr . ASHLEY. So you t hi nk we mi ght be abl e t o per suade l endi ng i n-
st i t ut i ons t o do t hi s?

Mr . SCHECHTER. I t hi nk i t woul d be of s ome hel p, yes.



2422

Mr . ASHLEY. I mus t s ay t hat you di d not al l ocat e ver y ma ny l i nes
of your 7- page st at ement t o rehabi l i t at i on. I wonder why t hi s is.

Al l you real l y sai d about t he sect i on 312 pr ogr am i s t hat i t i s one
pr ogr am whi ch enabl es l ow- i ncome peopl e t o i mpr ove t hei r l oans. An d
I don' t f i nd any ar gument wi t h t hat st at ement .

Mr . SCHECHTER. We ar e get t i ng rehabi l i t at i on under sect i on 8 t o
s ome ext ent .

I bel i eve t he communi t y devel opment pr ogr am f unds ar e used t o
s ome ext ent f or rehabi l i t at i on.

I a m al l f or as muc h rehabi l i t at i on ,as we can get and, as I t r i ed t o
i ndi cat e at t he ver y begi nni ng, we cannot , t hough, put t oo muc h re-
l i ance on rehabi l i t at i on because t he s uppl y i s l i mi t ed.

I n ot her wor ds , I woul d say t he s uppl y of uni t s whi ch can be
rehabi l i t at ed i s rel at i vel y l i mi t ed i n rel at i on t o our hous i ng needs.

Mr . ASHLEY. But our housi ng needs woul d obvi ousl y and wi l l
obvi ousl y i ncrease r at her dr amat i cal l y i f we di dn' t have a concer t ed
rehabi l i t at i on pr ogr am.

Mr . SCHECHTER. I endor sed t he pr ogr ams t hat ar e avai l abl e. I woul d
even add, I woul d l i ke t o see a rest orat i on of t he sect i on 115 rehabi l i t a-
t i on gr ant pr ogr am f or peopl e of l i mi t ed i ncome whi ch hel ped a good
ma n y el der l y homeowner s and whi ch ot her count r i es use.

Al t hough i t i s not i n t he st at ement , I a m sur e I woul d be on good
gr ounds wi t h my organi zat i on i n endor s i ng it.

Mr . ASHLEY. Wel l , t hat comes muc h cl oser t o t he vi ews of t he chai r -
man. [ Laught er . ]

Mr . ASHLEY. Mr . Lundi ne ?
Mr . LUNDI NE. Tha nk you, Mr . Chai r man.
I want t o f ol l ow- up bri efl y on t he mat t er of rehabi l i t at i on. I was

goi ng t o ask a si mi l ar quest i on, speci fi cal l y: Do you have any vi ews
on t he at t i t ude of H U D r egar di ng t he sect i on 312 rehabi l i t at i on pr o-
gr a m t o t he effect t hat t hey don' t need any ne w appr opr i at i on?

Mr . SCHECHTER. I di d not speak t o t he dol l ar f i gure because real l y I
don' t know. I a m a l i t t le bi t puzzl ed by a change of admi ni st r at i on
br i ngi ng about a si gni fi cant i ncrease i n t he amount of f unds t hat i s
f or car r yover wi t hi n a coupl e of mont hs . An d I have not had an op-
por t uni t y t o go behi nd t hose number s .

Mr . Lu NDI NE. So ar e we puzzl ed. Tha t i s wh y I asked.
I woul d l i ke t o ask you about t he el der l y hous i ng pr ogr am under

sect i on 202.
Do I under s t and you t o s ay t hat i f t he Depar t ment pr oceeds wi t h

t hei r pr oposed decent ral i zat i on of admi ni st r at i on i t i s l i kel y t o ef-
fect i vel y dest r oy t he abi l i t y t o car r y out t he sect i on 202 pr ogr am at
an accept abl e l evel i n fi scal year 1977?

Mr . SCHECHTER. I n fi scal year 1977, yes. Tha t i s a f ear shar ed by
ma ny peopl e who have been act i ve i n t he sect i on 202 pr ogr am.

Mr . L -uNDI NE. I know t hat ma n y affi liate uni ons of your organi zat i on
have been pr i vat e, nonprof i t sponsor s i n addi t i on t o chur ches and
ot her not -for-profi t gr oups.

Wh a t woul d you r e commend t hat we do about t hi s r at her al ar mi ng
si t uat i on wher e pr ogr ams s eem t o be el i mi nat ed by bur eaucrat i c fiat
r at her t han congressi onal i nt ent ?

Mr . SCHECHTER. Wel l , I woul d l i ke t o see H U D come for t h wi t h a
defi ni t e t i met abl e of whe n r egul at i ons woul d be fi nal i zed, whe n a hand-
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book wi l l be out , and whe n appl i cat i ons wi l l have been r ecei ved and
gone t hr ough t he process.

No w, I a m ver y doubt f ul t hat t hi s can be done wi t h decent r al i zat i on
i n 1 year —wi t hi n t he next 6 mont hs i s wha t i t amount s t o. Tha t whol e
process.

Wher eas , t hey do have qui t e a bank of appl i cat i ons, ma ny of t hem,
t hat wer e excel l ent , and t hey coul d ask f or updat i ng a nd go t hr ough
t hose t o use t he f unds.

I don' t obj ect t o decent ral i zat i on i n good t i me. I t hi nk i t ma y be
necessary. But not at t hi s t i me.

Mr . LUNDI NE. Do you have a vi ew as t o wha t l evel —whet her t he
ar ea office or r egi onal office l evel woul d be appr opr i at e f or admi ni st er -
i ng t he pr ogr am?

Mr . SCHECHTER. The r egi onal office pr oposal woul d be best f or t hi s.
Mr . LUNDI NE. Regar di ng your comment s on t he act i on•grant pr o-

posal , I t ake i t t hat i t i s your posi t i on t hat t he act i on gr ant , $400 mi l -
l i on pr ogr am, l ooks t o be a possi bl e, desi rabl e proposal , but t hat i t
shoul d be l i mi t ed t o t hose si t uat i ons wher e t her e are, as you say, spe-
cific ar r angement s f or r et ent i on or expansi on of j obs?

Mr . SCHECHTER. Wh a t br i ngs-t hi s t o my mi nd i s t he exper i ence wi t h
t he ur ban r enewal pr ogr am whi ch pr oduced ma ny good devel opment s ,
but t her e was a gr eat deal of l and cl ear ance f or commer ci al and i n-
dust r i al expansi on. An d muc h of t hat l and r emai ned vacant f or a
l ong t i me.

So t hat you have somet i mes a ci t y and somet i mes a devel oper or ,
even i f t her e i s an i ndust r i al par k or an office bui l di ng put up, i t i s
ei t her t he ci t y or t he devel oper i n effect doi ng a l i t t le bi t of vent ure-
s ome i nvest i ng wi t h Feder al f unds .

I don' t t hi nk t hat i s essent i al .
I t hi nk, gi ven t he f act t hat t her e i s real l y a subsi dy i nvol ved t o pr o-

vi de faci l i t ies, t he wr i t e- down of l and and so on, t hat i t shoul d be
possi bl e t o at t ract a def i ni t e—a devel opment whi ch wi l l defi ni t el y
have an empl oyment ar r angement .

Mr . LUNDI NE. Wel l , t hat i s my concer n. I shar e your feel i ng about
t hat .

But my concer n woul d be t he degr ee of pr oof t hat you woul d re-
qui r e or t he degr ee of commi t ment .

Woul dn' t you agr ee t hat H U D shoul d use s ome di scret i on i n maki ng
t hat j udgment ?

Mr . SCHECHTER. Yes . But I woul d hope t hat t her e i s a defi ni t e at -
t empt t o go t hi s wa y i nst ead of j ust specul at i ng wi t h vacant l and.

Tha t i s wha t i t amount s t o.
Mr . LuNDI NE. One ot her quest i on. Regar di ng your suggest i on on t he

sect i on 235 pr ogr am. I won' t be as i nhi bi t ed as t he chai r man, and
wi l l ask one speci fi c quest i on on pr oposal t hat we l ower t he i nt erest
rat e. Wh a t woul d you t hi nk about a dual rat e, say, 5 per cent nor mal l y
but 1 per cent i n speci fi c t ar get ed areas, such as i nner ci t ies, and ar eas
of hi gh unempl oyment ?

Mr . SCHECHTER. I t woul d cer t ai nl y be a gr eat i mpr ovement over
t he pr esent st r ai ght 5 percent .

I woul d hope somet hi ng l i ke t hat woul d be accept abl e.

86- 085 0 - 7 7 - pt . 3 - 3 7
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Mr . LI I NDI NE. Tha nk you.
Mr . ASHLEY. Mr . Pat t er son?
Mr . PATTERSON. Tha nk you, Mr . Chai r man.
Mr . Schecht er , i t i s a pl easure t o hear you and t o recei ve your test i -

mony. An d whi l e I agr ee wi t h a gr eat deal of i t , I wi l l pr obabl y con-
cent r at e on t hose ar eas t hat maybe we mi ght have s ome di sagr eement
or at l east I woul d l i ke s ome mor e expl anat i on, i f I may.

On t he —I t hi nk general l y on page 4, st ar t i ng wi t h t he sect i on 235
pr ogr am, I gat her you ar e sayi ng mor e emphas i s needs t o be pl aced on
l ow- i ncome housi ng.

The sect i on 235 pr ogr am i s a mi ddl e- i ncome subsi dy, and one t hat
I t hi nk i s i mpor t ant .

The car t oon t hi s mor ni ng—I t hi nk Her bl ock s howed t he mi ddl e-
i ncome f ami l y as mi ssi ng t he boat . An d I appr eci at e your suggest i on
on r educi ng t he 5 per cent or gr ant i ng t he aut hor i t y t o go bel ow 5
percent .
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Mr . PATTERSON. Your c omme nt on t he hi gh cost areas, I a m wonder -
i ng i f —I a m wonder i ng wha t your c omme nt is. You say s i mpl y r ai si ng
it.

Mr . SCHECHTER. Yes . We wer e t al ki ng a l i t t le whi l e ago i n r esponse
t o t he chai r man' s quest i on about t he t andem pl an. An d i f we —i f we
rai se t he mor t gage l i mi t s t o $36, 000, even $42, 000, we ar e cer t ai nl y i n
t he t andem pl an ar ea as f ar as house pr i ces ar e concer ned, and wi t h a
5-percent i nt erest rat e we ar e appr oachi ng t he s ame cl ass of buyer s as
t hat .

I mi ght poi nt out al so, i n suggest i ng t hat we get down t o a $12, 000
annual i ncome l evel , I don' t t hi nk I a m depar t i ng f r om wha t mi ght be
cal l ed mi ddl e i ncome, and t hi s i s wha t I mi ght cal l l ower mi ddl e i ncome
i f we t r y t o refi ne it.

Mr . PATTERSON. By suggest i ng t hi s, aren' t you i n f act maki ng sec-
t i on 235 a l ow- i ncome package or pr ogr am i nst ead of mi ddl e i ncome?

Mr . SCHECHTER. Thi s $12, 000 f i gure I don' t t hi nk i s l ow i ncome, si r.
But I woul d hat e t o see us havi ng a mi ddl e- i ncome pr ogr am whi ch
real l y goes above t he medi an i ncome, and mos t of t he f unds t hat ar e
avai l abl e begi n t o f l ow t hat wa y because t he bui l der s wi l l t end t o
pr oduce t he hi gher pr i ced houses t hat t hey can under t he pr ogr am.

An d at t he s ame t i me we ar e l eavi ng out t he $10, 000 t o $12, 000 a year
f ami l y who i n ma ny cases ma y be, ma y have t oo hi gh an i ncome f or
sect i on 8 or publ i c housi ng.

Mr . PATTERSON. I a m wonder i ng i f whe n you get down t o t he l ow-
i ncome f ami l y i f t hey real l y can afford t o buy a home at al l under any
pr ogr am, or i f t hey i n f act ar e not put i nt o a posi t i on of at l east r ent i ng
unt i l t hey can get i nt o t he moder at e- i ncome l evel s.

Mr . SCHECHTER. Tha t mi ght be, but t her e ar e pl aces wher e I bel i eve
t he si ngl e- f ami l y home, wher e l and i s not a gr eat pr obl em, wher e t he
si ngl e- f ami l y home can be bui l t at a moder at e pr i ce, asi de f r om t he
ma ny cases wher e t her e wa s f r aud and so on. Amo n g t he sect i on 235
homeowner s under t he ol d pr ogr am t hat r emai ned i n t hei r home , t he
r educt i on of subsi dy wa s ver y gr eat as t hei r i ncomes i ncr eased, and
ma ny of t hem get off t he subsi dy i n a f ew years.

So t hat f r om a poi nt of vi ew of cost s t o t he Gover nment and fi l l i ng a
per uni t housi ng need, I t hi nk i t i s a rel at i vel y l ow- cost pr ogr am.

Mr . PATTERSON. I a m agr eei ng wi t h you on t hat , I guess.
I t hi nk t hat t he sect i on 235 pr ogr am i s a good pr ogr am. I t i s l ow

cost . I t get s peopl e i nt o homeowner s hi p whe n t hey can af ford t o buy.
But when you get bel ow $10, 000 or $12, 000 i n annual i ncome, my

quest i on i s: Shoul d you real l y be i n t he hous i ng mar ket at al l ?
Yo u cer t ai nl y cannot i n t he ur ban cent er s of t hi s count r y, you know,

i n t he Los Angel es ar ea, Sa n Di ego, Sa n Fr anci sco, j ust speaki ng of
my home St at e, you cannot get i nt o any hous i ng t here.

Mr . SCHECHTER. I s i mpl y suggest t hat t her e ar e ar eas wher e i t can
be done.

I n ot her wor ds , l ower pr i ced housi ng can be bui l t . An d sect i on 235
woul d be an appr opr i at e vehi cl e i n t hose areas.

Mr . PATTERSON. Ar e you sayi ng t hat sect i on 235 i s t he vehi cl e t o use
onl y i n rur al communi t i es wher e—wher e i s l and cheap t hese days?
[ Laught er . ]

Not i n Was hi ngt on, D. C. Tha t i s f or sur e.
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Mr . SCHECHTER. I doubt whet her we can use sect i on 235 i n Was hi ng-
t on, D. C. even wi t h t he changes t hat have been r e c omme nde d—
$36, 000 and $46, 000 mor t gages .

Mr . PATTERSON. I t s eems t o me t hat your moder at e- i ncome f ami l i es
ar e mor e concent r at ed i n ci t i es and t hat i s wher e t he l and val ues ar e
hi gher , and t hat i s wher e you ar e not goi ng t o get , i f you ar e goi ng t o
have a pr ogr am f or mi ddl e- i ncome peopl e t o al l ow t hem t o buy a home
at per haps a dat e ear l y, t hen i t has got t o be at l evel s of mor t gages t hat
can put t hem i nt o a house.

Mr . SCHECHTER. I a m not obj ect i ng t o a hi gher mor t gage. Af t er al l ,
t he peopl e wi l l be asked t o pay 20 percent of t hei r i ncome t owar d t he
mont hl y payment . So t he hi gher i ncome peopl e woul d pay mor e.
But even i f t he i nt erest rat e i s l ower , t hey woul d get l ess subsi dy.

So what I a m suggest i ng, t hough, i s t o al so ma ke t he pr ogr am avai l -
abl e s omewha t mor e f or l ower i ncome peopl e by havi ng a l ess t han 5-
per cent i nt erest rat e.

Mr . PATTERs oN. Movi ng t o anot her subj ect , t he al t ernat i ve mor t gage
i nst r ument s, and al so t he gr aduat ed payment mor t gage, you have
i ndi cat ed t hat you oppose at l east t he gr aduat ed mor t gage payment
and t hat you t hi nk mor e exper i ence i s r equi r ed on t he var i abl e r at e
mor t gage, essent i al l y.

I wonder i f you coul d expand on t hat ei t her now or f or t he r ecor d as
t o wh y you t hi nk i t wi l l i ncrease t he cost s.

Mr . SCHECHTER. Wh e n s omebody l i ves i n t he house f or 30 year s, on a
$35, 000 mor t gage, at 30 year s, at 8. 5 percent , and usi ng t he H U D ver y
modes t gr aduat ed payment pl an wi t h an i ncr ease i n payment s of 3
per cent a year up t o t he 10t h year and t hen l evel i ng off, even on t hat
one, f or t he 30- year t er m t he home buyer woul d have t o pay about
$6, 000 mor e t han wi t h a f i xed payment mor t gage.

Now, t hi s i s al l a f i r m i nt erest payment . I n cont r ast t o t hat , I not e
t hat our AF L—CI O member s have f ar ed fai r l y wel l as home owner s
wi t h t he f i xed payment mor t gage. An d al so what t hi s does i s keep.
i ncreasi ng t he shi f t of i ncome t o rent ers, and we have l ess f unds avai l -
abl e, real l y, f or pr oduct i ve ent erpri ses.

An d t hi s i s wha t we have been goi ng t o. Our nat i onal i ncome account s
s how t hat net i nt erest payment s back about 30 year s ago wer e account -
i ng f or 1 per cent of t he t ot al nat i onal i ncome. No w, t hey ar e account i ng
f or 6 percent . An d t hi s has been goi ng on, as we get mor e and mor e

ii nt o si t uat i ons wher e our sol ut i on s hi gher i nt erest payment s .
An d t hat i s wha t we ar e pr oposi ng her e wi t h t hi s pr ogr am.
Mr . ASHLEY. But Mr . Schecht er , wha t you ar e suggest i ng i n your

homeowner s hi p suggest i ons ar e t he sect i on 235 whi ch i s —whi ch has
di rect access and use of t he Tr easur y f unds and t he t andem pr ogr am
whi ch has t he s ame di rect access t o t he Tr easur y.

Now, what ever t he f i gures ar e, 18 of t he l ast 19 year s t he Feder al
Gover nment has r un a defi ci t so i t has t o bor r ow t he money. So you
don' t escape t he payment of i nt erest by goi ng t he di rect r out e as
di st i nct f r om t he i ndi rect r out e wi t h r espect t o t he homeowner s hi p
pr ogr ams .

Mr . SCHECHTER. I t i s a mat t er of who i s payi ng whom. I n t hese
subsi di zed pr ogr ams af t er al l i t i s t he progressi ve i ncome t ax syst em
t hat i s col l ect i ng t he f unds . Wi t h a gr aduat ed payment , i t i s J oe
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Home owne r who pays mor e i nt erest , and guys l i ke mysel f who have
savi ngs r eap t he benefi t s.

Mr . PATTERSON. But i sn' t t her e s ome ki nd of compr omi s e, I me a n i n
t hi s ar ea, t he per son who pays t he gr aduat ed payment mor t gage or t he
var i abl e r at e i s general l y get t i ng i nt o a home a f ew year s earl i er, and
I woul d expect i t i s t he younger f ami l y and I woul d expect i t i s t hei r
first home i n ma ny cases.

So t hey get t hat addi t i onal appreci at i on, t hat addi t i onal occupancy
t hat mus t have s ome val ue t o t hem.

No w shoul dn' t t hey be payi ng t he i nt erest i nst ead of t he Gover nment -
and al l t he t axpayer s?

Mr . SCHECHTER. We l l , no.
Let us say, l et me ans wer t hat i n t wo ways . I t hi nk t he f i xed i nt erest

rat e mor t gage woul d be
Mr . PATTERSON. Not t oday?
Mr . SCHECHTER. Wel l , I bel i eve t hat i t i s wh y I r ecommend goi ng

t hr ough a busi ness cycl e, because i f we get a conj unct i on, l et us say,
of unempl oyment at t he t i me whe n i ncreased mor t gage payment s
have t o be made , we ma y f i nd t hose ar e not such desi rabl e t ypes of
mor t gage i nst r ument s.

Mr . PATTERSON. Ar e you f ami l i ar wi t h t he Cal i forni a exper i ence
wi t h t he St at e savi ngs and l oans i n t er ms of bei ng abl e t o offer t hi s?

Mr . SCHECHTER. I know t hey can offer i t , and t hey have pl ans usi ng
it. An d I do say we have a l abor at ory goi ng.

An d we ought t o t ake advant age of i t and see wha t happens i nst ead
of expandi ng it.

Mr . PATTERSON. Ther e ar e not ma ny ar eas wher e you can get i nt er-
est over a 10-year per i od t hat i s f i xed rat e ot her t han housi ng. An d
a m wonder i ng i f t hat i sn' t an ant i quat ed t hi ng i n a soci et y t hat i s
movi ng upwa r d or downwa r d as t he economy mi eht shi ft .

Mr . SCHECHTER. We stil l get fi xed bond f i nanci ng, bond rat e f i nanc-
i ng f or corporat i ons. Nobody i s suggest i ng t hat t hey bor r ow at t he
var i abl e payment rat e.

Mr . PATTERSON. Mr . Chai r man, I have addi t i onal quest i ons but I
t hi nk I have exceeded my t i me r i ght now.

Mr . ASHLEY. I di dn' t see how you j ust i fy t he t andem pl an. Yo u
j ust i fy i t by sayi ng t her e shoul d be modf i cat i ons, I guess, but t hat
i s a pr ogr am i n whi ch s omebody get s t he benef i t of a 7. 5-percent i nt er-
est rat e f or t he l i fe of t he mor t gage. An d t hat i s a l ot of mone y t hat i s
pai d by t he t axpayer s on hi s behal f . An d t hat per son over a 30- year
per i od can go f r om an i ncome of $12, 000 or $15, 000 t o $45, 000 or
$50, 000. An d he still wi l l be get t i ng t he benefi t of a 7. 5-per cent rat e.

Ho w i n t he wor l d can you j ust i fy t hat ?
Mr . SCHECHTER. I woul d say t hat af t er al l we don' t know f or sur e

t hat t he r at es ar e goi ng t o be hi gher . We ar e maki ng a mor t gage i n-
t erest rat e avai l abl e

Mr . ASHLEY. Di d I hear you r i ght ? Tha t we don' t know f or sur e t hat
t he rat es ar e goi ng t o be hi gher ?

Your defi ni t i on of cer t ai nt y and mi ne don' t real l y coi nci de on t hat .
Do you real l y t hi nk t hat , as we l ook at t he ot her ar eas of endeavor

t hat your organi zat i on i s suppor t i ng such as Nat i onal Heal t h I nsur -
ance and ma ny ot her ar eas t hat ar e consi st ent wi t h our soci al neces-
si t ies, t hat , i n t he cont ext of t he wor l d economy, we ar e goi ng t o be
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l ooki ng "at mor t gage r at es of 7 percent , 6 per cent agai n?
Mr . SCHECHTER. Wel l , 30 year s i s a l ong t i me. I wi l l not pr edi ct wha t

i nt erest rat es we wi l l have i n 30 years. I don' t t hi nk we wi l l have an
unbr oken r ecor d of hi gh economi c act i vi t y f or 30 years, f or exampl e.

An d I can foresee per i ods whe n t he economy wi l l be qui t e sl ack and
i nt erest rat es coul d be l ower .

Mr . ASHLEY. We have enj oyed a per i od of sl ack i n t he economy and
we have seen ver y st i cky l ong- t er m i nt erest rat es, haven' t we ?

Mr . SCHECHTER. Yes.
An d maybe I a m t oo muc h of an opt i mi st , but I t hi nk we wi l l l ear n

how t o ma nage t he monet ar y pol i cy and t he economy as a whol e a l i t t le
mor e rat i onal l y, so t hat we don' t have t o go t hr ough t he t ype of i nt er-
est r at e st ruct ur e t hat we had i n 1974.

Mr . ASHLEY. I n t he i mmedi at e f ut ur e i t can be expect ed t hat we ar e
goi ng t o be under consi derabl e budget ar y const r ai nt s as we t r y t o ful fi l l
t he pr omi ses of s omet hi ng l i ke a bal anced budget by 1981 and as we
t r y t o i ni t i at e r ef or m and wel f ar e, possi bl y t o gi ve posi t i ve consi der a-
t i on t o s omet hi ng l i ke Nat i onal Heal t h I nsur ance. No w i t s eems t o me
t hat rel i ance on homeowner s hi p pr ogr ams t hat depend on di rect Fed-
ral subsi di es ma y be shor t si ght ed because we know t hat wi t h budget ar y
const rai nt s t her e wi l l be a l i mi t at i on on t he numbe r of uni t s t hat wi l l
c ome ons t r eam—consi der abl y l i mi t ed number s because t he Feder al
budget i s not unl i mi t ed i n t hi s r egar d.

So t hat we wi l l have 100, 000 or 150, 000 uni t s whi ch don' t meet t he
r equi r ement s of f ami l i es who have been pr i ced out of t he homeowner -
shi p mar ket . I shoul d t hi nk t hat i t woul d occur t o your organi zat i on
t hat t hi s i s s omewha t sel f -defeat i ng and count er pr oduct i ve and t hat
you mi ght be abl e t o gener at e a whol e l ot mor e act i vi t y i f you gi ve
great er consi derat i on t o s ome al t ernat i ve pr ogr ams , proposal s, exper i -
ment s , such as var i abl e mor t gage or t he 16 or 17 di fferent appr oaches
t hat have been under t aken wi t h r egar d t o di f ferent mor t gage
i nst r ument s.

Per haps a payback pr ovi si on f or t he moder at e- i ncome pot ent i al
home owner or as we suggest ed l ast year , a payment f r om t he Tr easur y
t o t he l ender whi ch woul d r educe t he mont hl y car r yi ng char ges f or t he
buyer , and t hose payment s woul d be r ei mbur sed by t he homeowner
when he sel l s t he home .

I t woul d s eem t o me t hat pr ogr ams of t hi s ki nd, whi ch don' t br eak
t he bank as f ar as t he Feder al budget i s concer ned, mi ght offer a pr om-
i se of gr eat er act i vi t y whi ch i s real l y what you ar e aft er.

Mr . SCHECHTER. Mr . Chai r man, l et me dwel l f or a mome nt on t he
f or m of homeowner s hi p whi ch we di scovered, and t hose who di dn' t
o wn homes , a mong our member s hi p whe n we ma de a sur vey i n 1975 and
we had a hi gher pr opor t i on of member s wi t h homeowner s t han a mong
t he r egul ar popul at i on. Thos e who had bought t hei r home s 30 year s
ago and had pai d off t hei r mor t gages

Mr . ASHLEY. Thi s i s your member s hi p?
Mr . SCHECHTER. Yes , our member s hi p.
Mr . ASHLEY. Tha t i s al r i ght wi t h me , but you don' t t ake i nt o ac-

count my aut omobi l e wor ker s who get l ess t han your carpent er s and
your bui l di ng t r ades peopl e.

Mr . SCHECHTER. But I t hi nk i f we compar ed annual i ncomes t he
aut omobi l e wor ker s have done bet t er t han car pent er s per haps i n t he
l ast f ew years.
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Mr . ASHLEY. I don' t know about t hat . But go ahead.
Mr . SCHECHTER. The el der l y who had bought t hei r homes a nd

owne d t he m wi t h a f i xed payment mor t gage and pai d t hem off wer e i n
pret t y good shape as homeowner s . Thos e who had not wer e i n bad
shape. The y had t o devot e muc h of t hei r i ncome f or housi ng. An d t hey
need hous i ng assi st ance.

No w, under t he t ype of pl an you pr opose whe n a ma n has been
t hr ough t hose 30 year s he woul d t hen have t o st ar t payi ng a debt t hat
he woul d owe t he Gover nment . An d t hi s does not l eave hi m i n ver y
good s hape i n hi s ol d age.

Mr . ASHLEY. But i t i s a l i t t le easi er f or s omeone t o ret i re i f t he Gov-
er nment i s payi ng 20 per cent or what ever per cent i t mi ght be of t he
cost of t he home. 1 me a n we can st i pul at e t o t hat .

Mr . SCHECHTER. I a m t al ki ng about peopl e who o wn t hei r home
wi t hout Gover nment subsi dy, under t he f i xed payment mor t gage be-
cause, ver y f r ankl y, t hi s i s t he one prot ect i on t hat t he moder at e- i ncome
per son has agai nst i nfl at i on. He general l y does not own st ocks. So t hat
he wa s prot ect ed f r om ver y l ar ge home expense i ncreases. An d he c ame
t hr ough i n good shape.

No w t he r eason I say, t hough, l et us do t he t andem pl an or s ome-
t hi ng el se t hat wi l l hel p and wi t hout di sadvant agi ng t he l ong- r un
posi t i on of t he moder at e- i ncome f ami l i es because as l ong as we con-
t i nue wi t hout t hi s we have a bi g i nf l at i onary i mpact upon t he economy.

Wh e n t he exi st i ng home pr i ces go up 10 per cent i n a year t hi s i s
pr i mar i l y i n my mi nd a refl ect i on of shor t age.

Mr . ASHLEY. I can cer t ai nl y see t hat .
Wh a t I a m sayi ng is, you put al l your rel i ance i n t andem and i gnor e

t hi s proposal .
Mr . SCHECHTER. I a m wi l l i ng t o l ook at al l proposal s. I l ooked at t he

Br ooke- Ashl ey bi l l , but whe n I s aw t hat s omebody woul d have t o pay a
mor t gage oi l whe n he was 60 year s ol d, I coul dn' t real l y agr ee wi t h
t hat i dea.

" Mr . ASHLEY. Wel l , l et me ask you t hi s quest i on whi ch Mr . Roussel ot
asked me t o ask you. On page 1 you st at e " The exi st i ng i nvent or y i s
i nadequat e t o count er act t he i nf l at i onary t r ends i n housi ng. "

Ther e i s consi derabl e evi dence t hat t he Davi s- Bacon Ac t and mi ni -
mu m wage l aws cont r i but e t o hi gh housi ng cost s and t hey cont r i but e
t o unempl oyment . An d l et me i nt er j ect t hat t hi s i s Mr . Roussel ot ' s
quest i on. [ Laught er . ]

Do you have a c omme nt on t hat ? Woul d you f avor r epeal i ng t he
Davi s- Bacon Ac t and r ef or mi ng t he mi n i mum wa ge l aw as a means of
r educi ng hi gh housi ng cost s?

Mr . SCHECHTER. I woul d ans wer t he l at t er par t first . Of cour se, I
do not f avor r epeal i ng t he Davi s- Bacon Act . Nor r educi ng t he mi ni -
mu m wa ge l evel , because t hi s woul d cer t ai nl y t end t o under cut wages
of ot her peopl e wh o ar e wor ki ng.

An d I t hi nk par t of t he pr ogr ess i n our economy has been because
of a bal ance we have mana ged t o get , so t hat we have a l i t t le mor e pur -
chasi ng power t han befor e we had such l aws.

No w, as f ar as hous i ng cost s ar e concer ned, I a m sor r y Mr . Roussel ot
i s not her e, but I t hi nk he pr obabl y knows t hat t he gr eat maj or i t y of
homes ar e not bui l t wi t h uni on l abor , t hey ar e bui l t wi t h l ess t han
pr evai l i ng wages , a nd i n ar eas wher e t he Davi s- Bacon Ac t has not
had muc h i mpact .
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I don' t t hi nk he woul d f i nd t he hous i ng si t uat i on any di fferent t han
i n ar eas wher e t he Davi s- Bacon Ac t does have an i mpact .

Mr . ASHLEY. Ar e t her e f ur t her quest i ons?
Mr . PATTERSON. Ye s t hank you, Mr . Chai r man. I woul d l i ke t o

addr ess t he communi t y devel opment bl ock gr ant i ssues, I t hi nk you
spoke t o t hem i n t he l at t er par t of your t es t i mony, a coupl e quest i ons
i n t hi s r egar d. Fi r st of al l , t he f or mul a. As you know, Secr et ar y Har r i s
i s pr oposi ng a ne w f or mul a, and t hi s woul d be a dual f or mul a, i f you
wi l l .

I a m concer ned a bi t about t he so-cal l ed ne w f or mul a. The exi st i ng
f or mul a i s wei ght ed heavi l y t o pover t y, whi ch i s wher e i t shoul d be,
50 per cent pover t y, 25 per cent popul at i on, and 25 percent , housi ng
over cr owdi ng.

The new f or mul a i s wei ght ed 50 per cent t o age of housi ng, 30 per cent
t o pover t y and 20 per cent t o popul at i on gr owt h l ag.

One of t he cri t i ci sm of t he ol d f or mul a was t he doubl e wei ght i ng of
pover t y. I t wei ght ed 50 per cent t o pover t y and 25 per cent t o over -
cr owdi ng and t hose t wo t hi ngs ar e t he s a me or si mi l ar , or go hand i n
hand.

And, t her efore, i t gave a doubl e wei ght .
I woul d l i ke t o have your opi ni on of t he age of hous i ng and popul a-

t i on gr owt h l ag.
I t hi nk t her e i s a di rect t i e-in t her e t oo, because i f your ci t y i s gr ow-

i ng at a r at e l ower t han t he nat i onal aver age, you get 20- per cent
wei ght and age of housi ng, whi ch i s wher e no const ruct i on i s goi ng on,
because t hey ar e l osi ng popul at i on or 50 percent .

Doesn' t t hat s eem t o be a doubl e wei ght i ng?
Mr . SCHECHTER. Wel l , I t hi nk t he age of housi ng, t he age of hous i ng

and t he l oss of popul at i on ar e bot h f act or s t hat woul d, t hat woul d hel p
t he ol der decl i ni ng areas.

An d even wher e t her e i s, l et us say, an equal amount of pover t y or
per haps even a gr eat er i nci dence of pover t y at t hi s t i me i n anot her
ar ea, I t hi nk a. l osi ng popul at i on i s a si gn of det er i orat i on under way.

I can concei ve of a gr eat er number of peopl e i n pover t y i n Los An-
gel es, f or exampl e, t han i n Pi t t sbur gh. An d yet Pi t t sbur gh mi ght be
mor e t r oubl ed t han Los Angel es , economi cal l y.

An d I t hi nk t hat t hat i s what t he f or mul a modi f i cat i on i s a i med at ,
t o t r y t o j ack up t he economi c base a l i t t le bi t .

Mr . PATTERSON. Wel l , I guess I hal t a coupl e of concerns. Le t us
get t o t he age of housi ng. Tha t i s a 50-percent wei ght gi ven t o age of
housi ng, and t he magi c age i s pr e- 1939 hoUsi ng, whi ch vi r t ual l y makes
ma ny ar eas not qual i fi ed f or 50 per cent of t he pr oposed ne w f or mul a.

I asked t he Br ooki ngs Inst i t ut i on, coul dn' t t hey c ome up wi t h a
bet t er i ndi cat or t han j ust age of housi ng, because you can have t he
Geor get own t ownhous e bui l t f ar bef or e 1939 and t hen you can have
t he Tucs on, Ar i z. , cl apboar d house bui l t i n 1952, whi ch woul d not
qual i fy. An d i s t her e anot her wa y t o measur e ei t her pover t y or age
of housi ng, what ever we ar e t r yi ng t o measur e, bl i ght , det er i orat i on,
pover t y?

Mr . SCHECHTER. At t hi s t i me t her e i s a move goi ng on t hat has been
under way f or s ome t i me t o t r y t o devel op mor e t angi bl e cri t eri a f or
subst andar d housi ng.
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We don' t have t he t ool yet . Ma ybe wi t h t he 1980 Cens us we wi l l get
it .

I a m sor r y I have t o say t hat . But I don' t know of any wa y at t hi s
t i me of get t i ng t hat i nf or mat i on.

Mr . PATTERSON. Do you t hi nk t he ne w f or mul a i s an i mpr ovement ,
or woul d you r at her st i ck wi t h t he exi st i ng f or mul a?

Mr . SCHECHTER. I woul d l i ke t o see s ome change whi ch woul d gi ve
great er r ecogni t i on t o t he ar eas whi ch ar e decl i ni ng.

To ma ke sur e t hat t hey get a chance t o st op t hat decl i ne, because
t hat decl i ne wi l l not affect onl y t hose par t i cul ar areas, and I know we
al l t end t o t hi nk i n t er ms of par t i cul ar areas, because we come f r om
par t i cul ar areas, but a decl i ne of s ome of t he ol der ci t ies wher e a l ot
of t he i nf r ast ruct ure and pr i vat e ut i l i t ies and pl ant s become pret t y
wor t hl ess, and t hat i s s omet hi ng we al l pay for , because t he securi t i es
t hat under l y t hose pr oposal s ar e hel d by i nst i t ut i ons and i ndi vi dual s
al l over t he count r y. As a soci et y, we wi l l have t o be r ebui l di ng ma ny
of t hese faci l i t ies i n ot her areas.

So I t hi nk t her e i s a nat i onal st ake, even i n
Mr . PAI -TERSON. Let me assur e you t hat I can ri se above my con-

gressi onal di st ri ct and r epr esent t he nat i onal i nt erest whe n s omeone
can pr ove t o me t hat i t i s i n f act an i mpr ovement , and I guess t hat I
a m t r yi ng t o dr aw out —I have asked t he Secr et ar y and I have asked
Br ooki ngs and I ask you, and, at l east t o my sat i sfact i on, i t cannot be
s hown t hat age of hous i ng i s a bet t er measur e of pover t y t han pover t y
is.

Mr . SCHECHTER. I t hi nk i t i s al most a t ri al and er r or basi s. I have
not seen t he r uns and t he di st r i but i on of f unds.

But I gat her f r om wha t I have hear d f r om t he Br ooki ngs peopl e
t hat s ome of t he ol der ci t i es t hat ar e i n t r oubl e woul d come out bet t er
wi t h t he al t ernat e f or mul a.

Mr . PATTERs oN. I t hi nk i t i s qui t e- cl ear t hat we ar e goi ng f r om a
$3-bi l l i on pr ogr am t o a $4-bi l l i on pr ogr am and whi l e under a dual
f or mul a sys t em " no one i s a l oser, " t he onl y gai ner i s t he Nor t heast .
The Nor t heas t par t of our count r y. An d whi l e I sai d I coul d, I coul d
cer t ai nl y suppor t s omet hi ng i n t he nat i onal i nt erest , I t hi nk pover t y
exi st s nat i onwi de.

I don' t t hi nk i t exi st s onl y i n t he Nor t heast .
I have l et my bi as c ome out , as I have before. I st il l a m sear chi ng,

and I a m stil l aski ng, i f age of housi ng i s real l y a bet t er measur e of
pover t y or whet her i t i s j ust a wa y t o say, l et us s end mor e money t o
t he Nor t heast .

Mr . SCHECHTER. I t ma y be t he l at t er. Bu t t hen wha t ar e t he conse-
quences of not s endi ng mor e mone y t o t he Nor t he., st ?

Mr . PATTERSON. I don' t know.
Ma ybe we coul d cont i nue wi t h t he exi st i ng f or mul a. Mos t of t he

ar eas of t he count r y ar e goi ng t o get mor e t han t hey got before.
An d cer t ai n ar eas ar e goi ng t o get a 25- or 30-per cent i ncrease.
I j ust wonder i f age of hous i ng—t he Nor t heast , anot her t hi ng, no

pr ej udi ce agai nst i t , I l ove t hi s ar ea, but you have got t he r ed br i ck
const ruct i on ma ny t i mes as opposed t o ot her cheaper t ypes of con-
st ruct i on.

I t hi nk t he poor peopl e ar e bei ng hur t t wi ce, first t hey di dn' t get
i nt o t he r ed br i ck, whi ch qual i fi es as agi ng housi ng st ock, of t t i mes,
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and second, t hey pass t hat 1939 dat e and have a pl ace t hat i s fal l i ng
down, t hey don' t qual i fy s omewher e el se.

Do you have any ot her t hought s on t he i ndex of pover t y quest i on
t hat you coul d offer t hi s subcommi t t ee at al l ?

Mr . SCHECHTER. At t hi s t i me, no. I or i gi nal l y had somet hi ng t o do
wi t h get t i ng t he doubl i ng of pover t y i n t he pr ogr am f or mul a. So I
f i nd mysel f

Mr . PATTERSON. I not i ce you di d. An d I woul d ask t hat i f anyt hi ng
occur s t o you al ong t hi s l i ne t hat woul d hel p us i n t er ms of put t i ng
communi t y devel opment f unds wher e t hey shoul d go, nat i onal l y, t hen
t hat i s t o my j udgment i n pover t y a r e a —my di st ri ct i s not al l t hat
hur t , real l y, whe n you get r i ght down t o i t , and I a m ar gui ng mor e
f or fai rness nat i onal l y.

I f anyt hi ng occur s t o you, I wonder i f you woul d submi t i t t o us
f or t he r ecord.

Mr . SCHECEI TER. I woul d be gl ad t o.
Mr . PATTERSON. On e fi nal t i l i ng, on t he act i on gr ant s, we have got

$400 mi l l i on. Do you t hi nk t hat ki nd of s um i s goi ng t o real l y ma ke an
i mpact and i n wha t wa y woul d you suggest t hat Secr et ar y Har r i s ,
as t o spr eadi ng i t ar ound f r om $60-mi l l i on gr ant s across t he count r y
or f ocusi ng on t he t op fi ve i nner cit ies, wha t woul d you r ecommend?

Mr . SCHECHTER. I woul d l ook f or proj ect s t hat woul d pr oduce defi -
ni t e economi c devel opment , meani ng empl oyment , r egardl ess of si ze.

I don' t car e i f i t resul t ed i n 10 proj ect s or 40 or 400 proj ect s.
Just t o pr ove how t hi s can be done, and t hen I have f ai t h t hat

Congr ess , i f i t sees a wor kabl e devi ce, wi l l suppor t i t.
Mr . PATTERSON. Tha nk you, Mr . Schecht er .
Mr . ASHLEY. Tha nk you ver y muc h, i ndeed. Mr . Schecht er , f or your

t est i mony. I t has been i l l umi nat i ng, as usual , and we ar e gr at ef ul t o
you f or it.

Next we wi l l hear f r om t he Fa r mer s Ho me Admi ni s t r at i on; Mr .
Lor i mer D. El wel l , Assi st ant Admi ni s t r at or f or Hous i ng Pol i cy;
Mar t i n Hol l er an, Act i ng Deput y Admi ni s t r at or f or Fi nanci al and
Admi ni st r at i ve Oper at i ons. An d I guess we al so have Mr . Mer cur e
wi t h us t oday, t he Assi st ant Secr et ar y ( desi gnat e) f or Rur al Devel -
opment .

I under s t and we don' t have pr epar ed st at ement s f r om t he depar t -
me nt and t hat t hi s can be consi der ed as a di sappoi nt ment , but we
under s t and t he si t uat i on.

Ho w do you choose t o pr oceed, gent l emen?
Mr . HOLLERAN. I wi l l pr oceed, Mr . Chai r man.

STATEMENT OF MARTI N HOLLERAN, ACTI NG DEPUTY ADMI NI S-
TRATOR FOR FI NANCI AL AND ADMI NI STRATI VE OPERATI ONS,
FARMERS HOME ADMI NI STRATI ON

Mr . HOLLERAN. I t i s a pl easure t o appear bef or e your subcommi t t ee
t oday.

I want t o gi ve an over vi ew of Fa r mer s Ho me Admi ni s t r at i on, out -
l i ni ng s ome of t he maj or pr ogr ams t hat we have, t al k about i t ad-
mi ni st rat i vel y i n t er ms of si ze, and t o gi ve you s ome feel f or how we
ar e progressi ng. The n Mr . Ewel l wi l l descr i be our rur al hous i ng
pr ogr ams .
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Mr . Chai r man, t he Far mer s Ho me Admi ni st r at i on, a maj or agency
of t he U. S. Depar t ment of Agr i cul t ur e, admi ni st er s mos t of t he
credi t and di rect f i nanci ng pr ogr ams whi ch s uppl y Feder al assi st ance
t o r ur al Amer i ca. F mHA servi ces ar e di rect ed t owar d f our key ele-
ment s of rur al devel opment : agr i cul t ure, busi ness and i ndust r y, com-
muni t y faci l i t ies, and housi ng.

Rur al credi t f or agr i cul t ure assures t he cont i nuat i on and st rengt h-
eni ng of f ami l y- f ar m agri cul t ure, pr oducer of f ood and f i ber f or all
our peopl e. Agr i cul t ur e account s f or about 20 per cent of al l rural
i ncome and pr ovi des j obs f or t hose who pl ant , cul t i vat e, and har vest
crops. I t al so creat es empl oyment f or t housands of me n and wome n
who process, handl e, t ranspor t , and sel l agr i cul t ural commodi t i es. Ex-
por t sal es of f a r m commodi t i es cont r i but e t owar d a f avor abl e bal -
ance of t r ade and hel p keep t he U. S. dol l ar st r ong i n wor l d mar ket s.

Busi ness and i ndust r y l oans br i ng j obs and prosper i t y t o rural
communi t i es. Pol l st ers say mor e t han hal f of al l Amer i cans pr efer
t o l i ve i n rural Amer i ca rat her t han i n bi g ci ties. The F mHA guar -
ant eed l oan pr ogr am f or busi ness and i ndust r y makes i t possi bl e f or
pr i vat e l ender s t o become di rect l y i nvol ved i n cr eat i ng l ocal empl oy-
ment oppor t uni t i es.

Communi t y faci l i t ieS, suc' h as wat er and sewer , adequat e fi re prot ec-
t i on, cl i nics and hospi t al s, even ci t y hal l s and ot her moder n faci l i t ies,
ar e needed i n or der t o at t ract and accommodat e peopl e and busi nesses
i n r ur al areas. Far mer s Ho me Admi ni st r at i on hel ps r ur al c ommu-
ni t i es meet t hei r l ocal l y det er mi ned needs f or pl anni ng, devel opi ng,
expandi ng, or i mpr ovi ng t hei r faci l i t ies t o meet qual i t y st andar ds
prevai l i ng i n ur ban and s ubur ban areas.

Hous i ng l oans ar e pr ovi ded t o assure moder ni zed, adeqat e hous i ng
t hat i s pr i ced and f i nanced wi t hi n t he means of fami l i es of l ow and
moder at e i ncomes. The demand f or housi ng i ncreases i n di rect pro-
por t i on t o t he ear ni ng and aspi rat i ons of r ur al peopl e. Meet i ng t hi s
demand i s essent i al t o t he cont i nued gr owt h and pr osper i t y of r ur al
Amer i ca.

One of our concer ns i s gr owt h. The vol ume of assi st ance channel ed
t hr ough Far mer s Ho me Admi ni st r at i on has doubl ed i n t he past 3
years, f r om $3. 5 bi l l ion t o mor e t han $6 bi l l ion. I t shoul d be poi nt ed
out t hat , i n movi ng beyond t radi t i onal f ar mowner s hi p and f a r m op-
er at i ng l oans, Far mer s Ho me Admi ni st r at i on empl oyees have changed
f r om f a r m advi ser s t o l enders and account supervi sors, requi r i ng a
br oad knowl edge of l oan- maki ng and fi nanci al management . At t he
s ame t i me, t he agency has st ressed i t s or i gi nal mi ssi on of super vi sed
cr edi t —wor ki ng wi t h i ndi vi dual s and f ami l y uni t s t o assi st t hem i n
meet i ng t hei r debt obl i gat i ons.

Our second concer n, rel at ed t o t he first, i s t he careful r ecrui t ment ,
t rai ni ng, and pl acement of empl oyees. Maki ng homes i s mor e i mpor -
t ant t han bui l di ng houses. Devel opi ng s ound hous i ng based on needs
of a communi t y requi res mor e t han t he abi l i ty t o hel p s omeone st ar t
up a busi ness. Pl anni ng communi t y faci l i t ies t hat fit i nt o t he over -
al l gr owt h pat t ern of a r ur al communi t y i s a maj or responsi bi l i t y
r equi r i ng speci al i zed t r ai ni ng and under st andi ng.

Tr ai ni ng i s hi gh on our list of pri ori t i es f or count y supervi sors. The
Far mer s Ho me Admi ni st r at i on has pi oneer ed i n t he field of corn-
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put er i zed f i nanci al management , whi ch t akes muc h of t he rout i ne
and repet i t i ve chor es off t he shoul der s of count y supervi sor s. We have
been abl e t o do t hi s t hr ough t he appl i cat i on and adopt i on of new
and ext r emel y sophi st i cat ed comput er i zed management syst ems t hat
al l ow muc h of t he ar i t hmet i c and r ecor dkeepi ng, fi l i ng and ret ri eval ,
t o be done by machi nes . Thi s per mi t s F mHA empl oyees t o s pend mor e
t i me wi t h bor r ower s, servi ci ng account s, and hel pi ng assure maxi mu4n- -
r epayment of l oans.

I woul d now l i ke t o t ur n t o our r ur al housi ng pr ogr am, whi ch i s
t he pur pose of t oday' s hear i ng, and Mr . El wel l wi l l get i nt o t hat i n
det ai l , f ol l owi ng whi ch we wi l l be avai l abl e f or quest i ons.

Tha nk you, sir.

STATEMENT OF LORI MER D. ELWELL, ASSI STANT ADMI NI STRATOR
FOR HOUSI NG POLI CY, FARMERS HOME ADMI NI STRATI ON, AC-
COMPANI ED BY MR. MERCURE, ASSI STANT SECRETARY- DESI G-
NATE FOR RURAL DEVELOPMENT

Mr . ELWELL. Mr . Chai r man, I woul d l i ke t o br i ef l y tel l you about
s ome of our pr ogr ams , t hei r condi t i on, and t hen l eave i t open t o ques-
t i ons.

We appreci at e t he oppor t uni t y t o appear befor e your commi t t ee
t oday.

Fa r mer s Ho me has t wo vol ume pr ogr ams a mong i t s housi ng pr o-
gr ams , one bei ng t he sect i on 502, whi ch i s t he homeowner shi p. I n
descr i bi ng our sect i on 502, I shoul d poi nt out t hat Fa r mer s Ho me i s
a l ender of l ast resort . A f ami l y t hat qual i fi es f or a 502 homeowner -
shi p l oan mus t be unabl e t o obt ai n a l oan f r om a pr i vat e l ender , whi ch
woul d al so i ncl ude a H U D or VA guar ant ee. So t hese ar e f ami l i es t hat
do not qual i f y f or ot her assi st ance.

We can ma ke t hi s l oan t o buy, bui l d, or r epai r a house or a home f or
t he f ami l y. I t i s l i mi t ed t o l ow- and moder at e- i ncome peopl e by st at -
ut e. Fa r mer s Ho me has def i ned t he l ow- and t he moder at e- i ncome
f ami l y by dol l ars. We have set an adj ust ed i ncome l evel of $15, 000 as
our moder at e i ncome l i mi t . We have set an adj ust ed i ncome l evel of
$10, 000 f or t he l ow- i ncome l i mi t . Fami l i es qual i f yi ng f or i nt erest
credi t assi st ance woul d have a $10, 000 adj ust ed i ncome or less.

Thes e l oans can be amor t i zed over 33 year s, and t he cur r ent i nt erest
r at e i s 8 percent . The i nt erest r at e admi ni st r at i vel y has f l oat ed up
and down al ong wi t h t he H U D i nt erest rat e.

Mr . Chai r man, about 60 per cent of t he sect i on 502 l oans ar e ma de
t o f ami l i es qual i f yi ng and r ecei vi ng i nt erest credi t s. Thi s i nt erest
credi t pr ogr am wa s suspended i n J anuar y of 1973 i n t he mor at or i um
but wa s r est or ed by cour t act i on i n Augus t of 1973. About 60 per cent
of t he l oans ar e i nt erest credi t each year .

To gi ve you s ome i dea of t he dept h of t he subsi dy t hat i s i nvol ved,
i n fi scal 1975 t he aver age i nt erest r at e f or t he 60 per cent wa s 2. 9 per -
cent . So f ami l i es r ecei vi ng i nt erest credi t l oans r ecei ved i nt erest credi t
down t o t he 2. 9 per cent f r om, pr obabl y, a r at e ar ound 9, 81/ 2, up t o
91/ 2 percent .

The gr owt h of t he sect i on 502 pr ogr am has been t r emendous i n t he
l ast 6 or 7 years. For exampl e, i n 1970 i t was f unded at a $760 mi l l i on
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pr ogr am. I n fi scal 1975, we obl i gat ed $1. 931 bi l l i on. I n fi scal year 1977,
we have about $2. 6 bi l l i on avai l abl e f or l oans i n t hi s cat egory. The
cumul at i ve t ot al s si nce t he begi nni ng of t he pr ogr am i n ear l y 1961,
reflect act i ve cases of 800, 000 f or about $10 bi l l i on or mor e out st and-
i ng i n l oans.

To gi ve s ome i dea t o what *we ar e hel pi ng a f ami l y acqui r e—because
I have hear d t est i mony t hi s mor ni ng t hat l eads t o wonder ment as t o
whet her or not you can hel p a l ow- i ncome f ami l y obt ai n a hous e —
t he aver age house t hat we f i nanced, ne w const ruct i on, i n fi scal 1976
cont ai ned 1, 057 squar e feet of l i vi ng area. Typi cal l y, t hi s i s a t hr ee-
bedr oom, one-bat h home accommodat i ng a f ami l y wi t h t wo chi l dr en.
The aver age cost i n t he Uni t ed St at es, i f aver ages ar e of any hel p
was $23, 267.

We do not exper i ence s ome of t he hi gh l and cost s t hat ar e f ound i n
ur ban areas, as t he c omme nt was ma de earl i er t hi s mor ni ng, t her e i s
no cheap l and avai l abl e, even i n r ur al areas, when you ar e t r yi ng t o
get t he ameni t i es t hat you need, such as wat er , sewer , and t he ot her
faci l i t ies.

I have r ead t est i mony gi ven bef or e your subcommi t t ee whi ch com-
ment ed about exi st i ng suppl y of housi ng. Fa r mer s Ho me has fol -
l owed, f or about t he l ast 3 or 4 fi scal year s, t he pol i cy of t r yi ng t o
ma ke at l east 40 percent of our sect i on 502 l oans f or exi st i ng housi ng.
The r eason f or t hi s i s t hat we bel i eve t her e shoul d be a bal ance bet ween
ne w and exi st i ng const ruct i on, t o keep t he exi st i ng st ock movi ng.

We have come pret t y cl ose t o t hi s obj ect i ve. Dur i ng t he past fi scal
year , about 36 per cent of our l oans went f or exi st i ng housi ng.

We have t wo ne w pr ogr ams whi ch I t hi nk t he subcommi t t ee woul d
be i nt erest ed i n. We have a guar ant eed r ur al hous i ng pr ogr am whi ch
began J anuar y 1, 1977. Thi s i s an effort t o t r y and ut i l i ze t he r esources
of t he pr i vat e l ender s, banks , savi ngs and l oans, mor t gage banker s ,
or ot hers. We have $500 mi l l i on avai l abl e f or t hi s f or moder at e- i ncome
peopl e.

The appr opr i at i on l i mi t s t hi s f or moder at e- i ncome onl y. Thi s i s a
l oan pr ogr am wher e t he l ender wi l l process t he l oan and servi ce t he
l oan, i n cont r ast t o wha t Fa r mer s Ho me has al ways done as a di rect
l oan. The guar ant eed pr ogr am wi l l be ut i l i zi ng t he pr i vat e l ender i n
al l of t hese f unct i ons whi ch woul d assist Far mer s Ho me i n t he de-
l i very.

A second pr ogr am I woul d l i ke t o poi nt t o i s t he weat her i zat i on
pr ogr am, whi ch Secr et ar y Ber gl and has comment ed on. I t i s an effort
t o t r y and cut r edt ape and si mpl i f y Gover nment pr ocedur es. We have
a pr ogr am her e wher e we can wor k wi t h appr oxi mat el y 1, 000 rur al
el ect ri c co- ops l ocat ed ar ound t he count r y.

These co- ops wi l l recei ve a l oan appl i cat i on f r om a f ami l y user ,
process t he l oan f or i nsul at i on, s t or m door s s t or m wi ndows or ot her
weat her i zat i on wor k. To cut r edt ape, Fml i k has devi sed a one- f or m
appl i cat i on wi t h a pr omi ssor y not e on t he back. Thi s cut s out a l ot of
paper wor k. An d we have pl aced t he aut hor i t y f or t he processi ng at
t he RE A co- op l evel .

We bel i eve t hi s i s a wa y of r educi ng t he a mount of t i me r equi r ed
t o process t he l oan and al so r educe t he expense t o t he Gover nment i n
processi ng, si nce t he RE A co- ops woul d do t hi s at no cost t o t he
Gover nment .
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A l ot of comment s have been ma de as t o t he st at us of t he sect i on 502
pr ogr am and i t s condi t i on. Comme nt s have been ma de t hat t he pr o-
gr a m has a hi gh del i nquency. I n Sept ember of 1975, 7. 8 per cent of our
l oans wer e del i nquent of 90 days or mor e. Thi s was r educed t o 4. 8
per cent i n J anuar y 1977. We bel i eve t he pr ogr am has ar r i ved at a
poi nt wher e we can now say i t i s i n good condi t i on.

An al t ernat i ve t o homeowner s hi p i s a r ent al pr ogr am
'

whi ch we
bel i eve i s necessary i n rur al communi t i es . Homeowner s hi p i s not
avai l abl e t o ever yone, even t hough we have t he i nt erest credi t pro-
gr a m i n sect i on 502.

The r ent al pr ogr am has gr own al so. I n 1972 we had a $40-mi l l i on
pr ogr am; i n fi scal 1975, $292 mi l l i on; i n fi scal 1977 we have a l evel of
$545 mi l l i on.

We can and do ma ke i nt erest credi t s avai l abl e i n t hi s pr ogr am.
About 85. per cent of t he l oans ar e ma de as i nt erest credi t s. The aver -
age i nt erest rat e f or t hese bor r ower s r ecei vi ng i nt erest credi t s i s ap-
pr oxi mat el y 3 percent .

We can put t hi s pr ogr am i n t andem wi t h t he sect i on 8 deep subsi dy
pr ogr am of HUD. For exampl e, on Febr uar y .1 we had f i nanced about ,
3, 700 uni t s; i n 515 of t he uni t s, sect i on 8 deep subsi dy assi st ance was
used i n t andem.

The t er ms of t he l oans var y. We can f i nance a rent al proj ect over
40 year s f or nonseni or ci t i zens or up t o 50 year s f or seni or ci t i zens.
The i nt erest r at e i s 9 percent .

Sever al ot her pr ogr ams ar e smal l i n dol l ars but ver y i mpor t ant i n
t hei r pur pose: l abor housi ng, l oani ng gr ant s whi ch can be ma de t o
assi st domest i c f a r m wor ker s i n obt ai ni ng hous i ng; sel f-hel p t echni cal
assi st ance, whi ch can hel p f ami l i es acqui r e a house t hr ough t he sel f-
hel p me t hod; si t e l oans, whi ch I t hi nk Congr es Sman Wat ki ns poi nt ed
out t hi s mor ni ng, whi ch i s a pr ogr am t o hel p nonprof i t s or publ i c
bodi es devel op l and i n r ur al ar eas f or bui l di ng si tes.

Tha t concl udes my comment s concer ni ng t he pr ogr ams . I woul d be
wi l l i ng t o ans wer any quest i ons you ma y have.

Mr . LUNDI NE ( pr es i di ng) . Gent l emen, t hank you.
An d l et me say t hat t he chai r man had a commi t ment t hi s mor ni ng

whi ch dr agged i nt o t hi s af t er noon. We t hank you f or your pat i ence,
and t he chai r man wi l l r et ur n as soon as he ful fi l ls hi s commi t ment
previ ousl y made .

As s omeone deepl y concer ned wi t h r ur al Amer i ca, however , I a m
not wi t hout quest i ons.

Fi r st of al l , I a m i nt erest ed i n your st aff si t uat i on.
Ha ve you r equest ed, or ar e you now get t i ng, suffi cient f unds so

t hat you can fill t he vacanci es t hat now exi st i n your agenci es?
We under s t ood t hat you had fi l led onl y 400 of 700 vacanci es l ast

year .
Mr . FI OLLERAN. Yes , si r. At t hi s t i me about 500 of t hose 700 posi t i ons

are fi l led, and we ar e act i vel y wor ki ng on t he ot her 200. The ans wer t o
your first quest i on, si r , i s yes, we have suffi cient f unds t o do t hat .

Mr . LI TNDI NE. We l l , you have descr i bed t he si t uat i on wher e your
count y agent s —and, I mus t say, t hat s eems t o rel at e mor e cl osel y t o
t he peopl e and s eem t o be mor e genui nel y advocat es f or t he peopl e,
t han any ot her si mi l ar- t ype Feder al agency, not t o na me any par t i cu-
l ar one. Thr ough t hi s sys t em t hey do s eem t o be pr obl em sol ver s i n-



•

2438

st ead of pr obl em creat or s; but appar ent l y you have t hem doi ng f our
j obs.

Do you real l y t hi nk t hat you can car r y on an effect i ve hous i ng
pr ogr am, t hat you can meet t he needs of agr i cul t ur e and t hat you
can do t he ot her t hi ngs t hat you ar e seeki ng t o do at appr oxi mat el y
t hi s st affi ng l evel ?

Mr . HOLLERAN. Wel l , t he whol e quest i on of st affi ng, as I poi nt ed
out , i s one of our concer ns and i t i s one of t he t hi ngs we ar e l ooki ng
at r i ght now t o see j ust what our needs are.

The number s of peopl e ar e par t of t he pr obl em. The ot her pr obl em
is t heami x, or t he ki nds of peopl e and t al ent t hat we need. The t hi rd
t hi ng i s t he manage ment syst ems t hat we ar e present l y put t i ng i n
pl ace t o gi ve empl oyees t he t ool s t hey need t o do t hei r wor k.

Wi t h t he gr owt h we ment i oned earl i er, f r om $3. 5 t o $6 bi l l i on, j ust
t he number of appl i cat i ons i s st agger i ng.

For exampl e i n our f i nance cent er i n St . Loui s , we process appr oxi -
mat el y 35, 000 l oan payment s a day, whi ch equat es t o $8 t o $12 mi l l i on
a day i n payment s . Thes e account s ar e updat ed, and t hei r st at us i s
post ed dai l y. We ma ke ever y effort t o assur e t hat i nf or mat i on i s
avai l abl e t o our count y office peopl e so t hat t hey can bet t er servi ce t he
l oans, especi al l y t he ones t hat ar e st ar t i ng t o go del i nquent .

Mr . LUNDI NE. I n t er ms of dol l ars, r ur al housi ng woul d be t he l argest
shar e of t he l oan act i vi t y t hat you woul d have, woul d i t not ?

Mr . HOLLERAN. Yes , sir.
Mr . LUNDI NE. Wh a t per cent age?
Mr . HOLLERAN. About 60 percent .
Mr . ELWELL. I t hi nk t he per cent age woul d be 60 t o 65 per cent of

our l oan vol ume i s i n t he ar ea of housi ng.
Mr . LUNDI NE. Thi s i s a pr obl em on whi ch I t hi nk t he subcommi t t ee

woul d l i ke t o wor k wi t h you on because i t i s har d f or one agent t o be
al l t hi ngs t o al l peopl e. I ma ke an observat i on and you can c omme nt
on it. I n s ome of your offices you s eem t o be mor e or i ent ed t owar d
housi ng because you have s omebody t here t hat under s t ands housi ng.

An d ot her s ar e mor e or i ent ed t o f a r m credi t or economi c devel op-
ment . I t s eems t o be al mos t a necessi t y because of t he wa y you ar e
organi zed.

Woul d you essent i al l y agr ee or di sagr ee wi t h t hat ?
Mr . HOLLERAN. I t i s t r ue t hat i n a l ot of our offices t he maj or i t y of

t he wor k i s i n housi ng. I n ot her ar eas i t i s mor e concent r at ed on
f a r m l oans, whi ch, wi t h r efer ence t o peopl e i t get s back t o t he ques-
t i on of mi x or wha t ki nds of peopl e we need t o do wha t ki nds of
j obs.

But your observat i on i s correct , si r.
Mr . LUNDI NE. Let us t ur n t o s ome speci fi c pr ogr ams .
Fi r st of al l , t he sect i on 504 rehabi l i t at i on f unds .
Wh y aren' t you ut i l i zi ng t hi s pr ogr am t o t he ext ent t hat you have

t he capaci t y t o do so?
Mr . ELWELL. Congr es s man, t he sect i on 504 pr ogr am has been one

t hat i s har d t o admi ni st er and whi l e hi st ory s hows t hat we have not
been usi ng t he f unds t hat we have had, I s ubmi t t hese r easons:

A sect i on 504 i s a l oan pr ogr am whi ch i s real l y a 1- t o-1 pr ogr am. I t
i s not a si t uat i on wher e s omeone can package a l oan or devel op a
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subdi vi si on. I t concer ns a l ow- i ncome f ami l y who owns t hei r house,
whi ch usual l y i s subst andar d. The f ami l y ma y previ ousl y have r ecei ved
di scour agement .

Ma n y t i mes i n var i ous ways f ami l i es ar e hesi t ant t o appr oach
Far mer s Home . Some t ype of t hi r d par t y—i t coul d be a communi t y
act i on wor ker or i t coul d be a case wel f ar e wor ker or s ome body—
usual l y makes t he cont act f or t he f ami l y t o get t hei r appl i cat i on t o
Far mer s Home . The n i t i s difficul t t o get a cont r act or l i ned up, t o do
t he t ype of repai r . He t ends t o be ki nd of appr ehensi ve about maki ng
an est i mat e whi ch he mi ght be caught on, par t i cul ar l y i f i t i s an ol d
house.

I t i s a difficult 1- on-1 j ob, and we f i nd our sel ves not abl e t o ful l y use
t he moneys ma de avai l abl e.

No w, t hi s year we ar e t r yi ng t o rai se t he pr i or i t y on t he use of t he
sect i on 504, t o ut i l i ze t he moneys t hat we have. Yo u mi ght be i nt erest ed
t hat H U D and t he Depar t ment of Agr i cul t ur e have a j oi nt demon-
st rat i on pr ogr am t hat wi l l be awar ded wi t hi n t he next several mont hs
t o at l east f our par t i ci pant s.

Thi s demonst r at i on i s goi ng t o be an effort t o t r y and r each t he
t ype of f ami l y and obt ai n mor e i nf or mat i on about wha t i s needed t o
r each f ami l i es you have j ust ment i oned.

Mr . LUNDI NE. I t cer t ai nl y s eems t hat t her e i s no l ack of a need f or
rehabi l i t at i on i n r ur al Amer i ca. Al l you have t o do i s dr i ve down t he
r oads and see t hat t he i nf r ast ruct ure exi st s, but t hat i t s eems t o be
rot t i ng. I t hi nk we have t o l ook at t he t ot al i t y of Feder al pol i cy.

I n my congressi onal di st rict , Fr i endshi p, N. Y. , f or exampl e, i t was
mandat ed t o put i n a s ewer syst em at a cost over a year t o ever y home-
owner i n t hat communi t y of over $400, and yet we can' t f i nd t he
capaci t y t o hel p peopl e t ake advant age of a rehabi l i t at i on l oan on a
house t hat al r eady exi st s.

These t wo t hi ngs wei ght ed agai nst one anot her don' t s eem t o ma ke
sense.

Mr . ELWELL. Thi s has been a pur pose f or whi ch t he sect i on 504 l oan
has been used. Wh e n a t own put s i n a wat er and s ewer syst em, i t usual l y
passes an or di nance t hat you mus t hook up we have used t he sect i on
504 t o compl et e t hese hookups .

No w, t he sect i on 504 gr ant j ust c ame about i n t he 1977 appr opr i at i on,
and t he i nst ruct i ons wer e rel eased t o t he field, I bel i eve, s omet i me l at e
i n December .

Mr . LUNDI NE. Wel l , i t i s new, and I a m encour aged t o hear t hat you
ar e goi ng t o under t ake a demonst r at i on effort . I woul d be i nt erest ed i n
hear i ng t he resul t s f r om t hat .

Mr . MERCURE. I f I ma y, I t hi nk one of t he ot her el ement s whi ch ma y
have been mi ssed i n Mr . El wel l ' s pr esent at i on i s agai n t he i ssue of t he
number of peopl e who have t o si t down wi t h i ndi vi dual fami l i es.
The count y agent s have been gi ven t he responsi bi l i t i es. But our i nfor-
mat i on suggest s t hat t he wor k f or ce out t her e i s at 1970 l evel s.

Mr . LUNDI NE. Tur ni ng a wa y f r om rehabi l i t at i on, doesn' t t hi s ne w
l oan guar ant ee pr ogr am t hat you have descr i bed real l y dupl i cat e
HUD' s F HA appl i cat i ons?

Mr . ELWELL. Congr es s man, I don' t bel i eve i t does i n any way. I t i s
a 90- 10 coi nsur ance pr ogr am. An d i f a f ami l y i s el i gi bl e f or any
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ot her t ype of assi st ance, t hey ar e not el i gi bl e f or a guar ant eed l oan.
For exampl e, i f a f ami l y ca me i nt o a count y office t oday and sai d,
" Am I el i gi bl e f or a l oan ?" Fi r st t hey mus t be consi dered as t hey al -
ways have f or a convent i onal l oan, or a l oan i nsur ed or guar ant eed by
H U D or VA.

I f t her e i s no assi st ance avai l abl e f or t he f ami l y, t hen t hey coul d be
consi der ed f or a guar ant eed housi ng l oan f r om Far mer s Home .

I f t he l ender coul d not ma ke t he guar ant eed hous i ng l oan, t hen
and onl y t hen coul d t hey be consi dered f or a Fa r mer s Ho me i nsur ed
l oan. So i n a wa y i t s eems t o dovet ai l somepl ace bel ow t he pr esent pr o-
gr ams .

I t i s l i mi t ed t o moder at e- i ncome f ami l i es.
Mr . LUNDI NE. Wh y has not t he Far mer s Ho me Admi ni s t r at i on

i mpl ement ed t he r ent al assi st ance pr ogr am whi ch per mi t s subsi di es
f or t he di f ference of 25 per cent of l ow- i ncome t enant s i ncome and base
r ent s at 1- percent mor t gage r at es? I under s t and t hat Congr es s i nsi st ed
t hat t he agency do t hi s, and yet i t persi st s i n r ef usi ng t o do so.

Mr . ELWELL. Congr es s man, t he quest i on of r ent suppl ement s i s a
mat t er t hat i s under a l awsui t at t he pr esent t i me, and I woul d not be
abl e t o c omme nt ot her t han t o i ndi cat e t o you t hat t he Secr et ar y has
r esponded t hat by Apr i l 3 0—he wi l l f i nal i ze a det er mi nat i on i n re-
sponse t o t he j udge. I woul d pr ef er not t o go fur t her .

Mr . LUNDI NE. OK. Fi ne.
I t hi nk t he subcommi t t ee woul d be i nt erest ed i n your wr i t t en test i -

mony whenever you feel you ar e abl e t o gi ve i t.
Mr . ELWELL. Al l r i ght .
Mr . LUNDI NE. Ther e have been var i ous pr oposal s t hat you ma y be

awar e of whi ch have been advanced t o t hi s commi t t ee about how t o
i mpr ove our housi ng pr ogr ams i n r ur al areas. Amo n g t hem has been
an admi ni st r at i ve pr oposal t hat I woul d l i ke t o ask you about , r ecom-
mendi ng t hat Fa r mer s Ho me Admi ni s t r at i on set up an escr ow sys t em
so t hat t axes, i nsur ance, and ot her expenses t hat ar e nor mal l y F HA
and ot her mor t gages pai d by t he mont h on an escr ow basi s, woul d be
avai l abl e t o Far mer s Ho me bor r ower s .

I wonder wha t you feel t he admi ni st r at i ve bur den i nvol ved i n t hat
ki nd of ar r angement woul d be?

Mr . HOLLERAN. We ar e now l ooki ng at t hat . Bu t j ust t o gi ve you
an i dea, out i n t he commer ci al banki ng ar ea we t ook a l ook at wha t
equi val ent number of peopl e one needs t o r un an escr ow syst em, f or
exampl e, we l ooked at t he numbe r of peopl e per 100, 000 escr ow
account s. Wi t h r efer ence t o F mHA, t hat woul d t r ansl at e i nt o t he
addi t i on of somet hi ng i n t he ar ea of 300 t o 400 peopl e j ust t o handl e
escr owi ng.

We ar e l ooki ng at ot her ways of doi ng t hat , l ooki ng at possi bl e
ways of cont r act i ng escr owi ng out , at t hi s poi nt or t i me. We ar e
r i ght i n t he mi ddl e of t hat eval uat i on. Howe ve r i t i s a maj or pr obl em
t o escr ow.

Mr . LUNDI NE. OK. We woul d be i nt erest ed i n get t i ng t hat eval ua-
t i on as soon as you have i t avai l abl e.

I n t he cour se of doi ng t hat , I hope you wi l l al so eval uat e asser t i ons
ma de t o us t hat your count y agent s ar e pr esent l y spendi ng a l ot of
t hei r t i me checki ng up on whet her t axes have been pai d and whet her
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bor r ower s have i nsur ance and t hat ki nd of t hi ng and t hat t her e
mi ght be a savi ng i n st aff t i me.

Mr . HOLLERAN. Tha t i s correct . Tha t i s par t of t he equat i on, as you
l ook at i t .

Mr . LUNDI NE. Fi ne. We woul d l i ke your s t udy t o l ook at bot h si des
of t he equat i on and we wi l l be ver y i nt erest ed i n get t i ng t he resul t s.
On t he mat t er of your l oans t o mi nor i t i es, I t hi nk about 40 per cent
of your l oans wer e t o mi nor i t i es and 9 per cent i n 1975 whi ch i s t he
mos t r ecent f i gure avai l abl e.

I s t hat accurat e, and i f so wh y do you t hi nk t hat has occur r ed
i

?
Mr . HOLLERAN. I t hi nk t hat s j ust about r i ght . I woul d have t o

check t he f i gur es t o be sure. An d t o gi ve you a good answer , per haps
what we ought t o do i s s ubmi t f or t he r ecor d wha t our pr ogr am i s i n
t hat ar ea, and gi ve you s ome of t he st at i st i cs and per haps s ome of
t he r easons why i t i s up or down.

I woul d pr ef er t o do i t t hat wa y t o gi ve you a mor e accur at e answer .
Mr . EI WELL. I mi ght al so add, Mr . Congr es s man, t hat we have

pr oceeded t owar d t he devel opment of an af fi rmat i ve mar ket i ng pl an
whi ch, I t hi nk, i f you woul d per mi t us

'
we wi l l al so i ncl ude wi t h t he

i nf or mat i on and s ubmi t f or t he r ecord.
Thi s affi rmat i ve mar ket i ng pl an i s schedul ed t o be publ i shed i n t he

Feder al Regi st er wi t hi n t he next f ew days. An d we wi l l be gl ad t o
pr ovi de you a copy f or t hp r ecord.

Mr . LUNDI NE. Tha nk you. We woul d appr eci at e t hat , as vVell.
[ I n r esponse t o t he r equest of Congr es s man Lundi ne, t he f ol l owi ng

i nf or mat i on was submi t t ed f or i ncl usi on i n t he r ecor d: ]

REPLY RECEI VED F ROM Mn . HOLLERAN AND MR. ELWELL

Loa ns t o mi nor i t i es pe a ke d i n , fi scal year 1972 wi t h 27, 065 be i ng ma d e t ha t
year t o mi nor i t i es . Thi s cons t i t ut ed appr oxi mat e l y 2 4 per cent of t he hous i ng
l oans ma d e by Fa r me r s Ho me Admi ni s t r at i on t hat year . Si nce t hat t i me t her e
ha s been a dr a mat i c decr eas e i n t he n u mb e r of l oans ma d e t o mi nor i t i es wi t h
t he f i gur e f or f i scal year 1976 s howi ng 14, 763 l oans t o mi nor i t i es . Thi s r epr es ent s
12. 9 per cent of t he hous i ng wor kl oad of t he a genc y f or t ha t f i scal year . I a m
pr ovi di ng a gr a ph char t f or t he r ecor d.

Yo u al so as ke d wh a t ca us ed t hi s decr eas e. We ar e at a l os s t o under s t and al l
of t he r easons . I mme di a t e l y f ol l owi ng 1972, t her e wa s a mor a t or i um on i nt er est
cr edi t whi c h cer t ai nl y h a d a n i mpa c t on mi nor i t i es whi c h a r e usual l y a t t he
l owe r e n d of t he i nc ome s t r at a. Fol l owi ng t hi s mor a t or i um, t her e wa s a n ener gy
cr i si s whi c h ha s per s i s t ed u p unt i l n o w r ai s i ng t he cos t of ut i l i t i es t o pr ohi bi t i ve
l evel s. Af t er t he ener gy cr i si s began, we we r e conf r ont ed wi t h bot h a r ecess i on
f ol l owed b y i nf l at i on whi c h we al so bel i eve h a d a n i mpa c t f or t hos e on t he l owe r
e nd of t he i nc ome s t r at a but we c a nnot s a y wi t h cer t ai nt y t hat a n y of t hes e
r eas ons a r e val i d.

The r e ha v e bee n a n u mb e r of s t udi es a n d I r ef er you t o t he mo s t r ecent one
ent i t l ed " Th e Bar r i e r t o Equa l Oppor t uni t y i n Rur a l Hous i ng Lo a n s " publ i s hed
I n J a nua r y 1977, by t he Ur b a n Sys t e ms Res e ar ch a n d Engi neer i ng, I nc. of Ca m-
br i dge, Mas s achus et t s . Thi s s t udy i s publ i s hed i n f our vol ume s wi t h Vo l u me On e
bei ng devot ed t o a n anal ys i s a n d f i ndi ngs of t he s t udy. Th e s t udy wa s cont r act ed
f or by t he De pa r t me nt of Hous i ng a nd Ur b a n De ve l opment .

Fa r me r s Ho me Admi ni s t r a t i on i n concer t wi t h t he De pa r t me n t of Agr i cul -
t ur e' s Of f i ce of Eq ua l Oppor t uni t y i s cur r ent l y pl anni ng a s ur vey i n s even s t at es
havi ng t he l ar ges t per cent age of mi nor i t i es . Howe v e r , we d o not ant i ci pat e t he
compl et i on of t hi s s ur vey unt i l o n or a bout J a nua r y 1, 1978.

Addi t i onal i nf or mat i on s houl d be avai l abl e i n t he ver y nea r f ut ur e a s a r esul t
of a Gener a l Acc ount i ng Of f i ce audi t of f eder al hous i ng pr ogr a ms under t aken, I
bel i eve a t t he r eques t of t he Ho u s e J udi ci ar y Ci vi l Ri ght s Over s i ght
Subc ommi t t e e .
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pr opos ed rul es
Thi s sect i on of t he FEDERAL REGI STER cont ai ns not i ces t o t he publ i c of t he pr oposed i ssuance of rul es and regul at i ons. The pur pose of

t hese not i ces Is t o gl ee i nt erest ed per sons an oppor t uni t y t o part i ci pate It, t he rul e m• ki ng prior t o t he adopt i on of t he flnal rul es.

DEP ARTMENT OF AGRI CULTURE
Fa r me r s Ho me Admi ni s t r at i on , z

[ 7 CF R Par t 1 9 0 1

FAI R HOUSI NG AFFI RMATI VE MARKETI NG
PLAN F ROM BUI LDERS, El t VELOPERS
AND CONTRACTORS

Ci vi l Ri ght s Compl i a nc e Requi r e me nt s

Not i ce i s he r e by gi ve n t ha t t he F a r m-
er s Ho me Admi ni s t r a t i on h a s u n d e r c on-
s i de r a t i on t he pr opos e d a me n d me n t of

1901. 203( c ) of Su bp a r t E, Pa r t 1901,
Ti t l e 7, Co d e of Fe de r a l Re gul a t i ons 141
F R 40112) . Th e pr opos e d a me n d me n t r e -
qui r es a f ai r hous i ng af f i r mat i ve ma r k e t -
i ng pl an f r o m bui l der s , de ve l oper s , c on-
t r act or s wh o bui l d wi t h condi t i ona l c o m-
mi t me n t s , pa c kage r s a n d ot he r s wh o
pr ovi de hous i ng f or s a l e or r ent u nde r
Ti t l e VI I I of t he Ci vi l Ri ght s Ac t of 1968.

I nt e r es t ed pe r s ons a r e i nvi t ed t o s ub -
mi t wr i t t en c o mme n t s , s ugges t i ons or o b-
j ect i ons t o t he Chi e f , Di r ect i ve s Ma n a g e -
me n t Br a n c h , Fa r me r s Ho me Ad mi n i s -
t r at i on, U. S. De p a r t me n t of Agr i cul t ur e,
Ro o m 6316, So u t h Bui l di ng, Wa s h i n g t o n ,
D. C. 20250, o n or be f or e Apr i l 8, 1977. Al l
wr i t t en s ubmi s s i ons ma d e pur s ua nt t o
t hi s not i ce wi l l be ma d e avai l abl e f or
Publ i c i ns pect i on a t t he of f i ce of t he
Chi e f , Di r ect i ve s Ma n a g e me n t Br a n c h
dur i ng r egul a r bus i nes s hour s 18, 15 a m.
t o 4: 45 p. m. ) .

As pr opos ed, I 1901. 203( c ) i s a me n d e d
t o r e a d as f ol l ows :

§ 1 901. 203 Ti t l e VI I I of t he Ci vi l Ri ght .
Act of 1 968 .

• • • •
( c ) F mH A af i l r nt at i ne act i on. ( 1 ) I t i s

t he pol i cy of t he Fa r me r s Ho me Ad mi n s -
t r at i on t o admi ni s t e r i t s F m H A hous i ng
p r o g r a m af f i r mat i vel y s o i ndi vi dual s of
s i mi l ar i n c o me l evel s i n t he hous i ng ma r -
ke t a r e a h a v e hous i ng choi ces ava i l abl e
t o t h e m r ega r dl es s of t hei r r ace , col or ,
r el i gi on, s ex or na t i ona l or i gi n. Appl i -
c ant s a n d pa r t i c i pant s i n F i n HA hous i ng
pr o g r a ms wh o r eques t appr ova l f or s ub -
di vi s i on de ve l o pme n t i nvol vi ng f i ve or
mo r e si t es, mul t i - f ami l y pr oj ect s wi t h
f i ve or mo r e uni t s , or f i ve or mo r e c on-
di t i onal c o mmi t me n t s f or dwel l i ng uni t s
dur i ng a 12- mo n t h pe r i od mu s t s u b mi t
a n af f i r mat i ve f ai r hous i ng ma r ke t i ng
pl an. An y r eal e s t at e br oke r wh o agr ees
t o l i st acqui r ed r ur a l hous i ng pr op-
er t i es o n a t e r m bas i s a s des c r i bed
I n 1955. 118( c ) of t hi s c hapt e r mu s t s i gn
a nondi s c r i mi na t i on cer t i f i cat i on. Th e
Fa r me r s Ho me Admi ni s t r a t i on wi l l de -
vel op, ma i nt a i n a n d oper a t e a n af f i r ma-
t i ve f ai r hous i ng ma r ke t i ng pl an f or ac -
qui r ed pr oper t i e s ma n a g e d i n ac c or da nc e
wi t h 11955. 63 of t hi s c hapt e r a n d of f er ed

f or s al e i n ac c or da nc e wi t h 11955. 117 of
t hi s chapt e r . Su c h appl i cant s s hal l pur -
s ue af f i r mat i ve f ai r hous i ng ma r ke t i ng
pol i ci es i n s ol i ct i ng buye r s a n d t enant s ;
I n de t e r mi ni ng t hei r el i gi bi l i t y; a n d i n
c onc l udi ng s al es a n d r ent a l t r ans ac t i ons .

( 2 ) Th e af f i r mat i ve f ai r hous i ng ma r -
ke t i ng pl a ns mu s t be s ubmi t t e d as f ol -
l ows :

( i ) Fo r s ubdi vi s i ons —wi t h t he pr e l i m-
i na r y s ubmi s s i on of pl a ns a n d s peci f i ca-
t i ons .

(1i ) Fo r r ur a l r ent a l hous i ng, l abor
hous i ng a n d r ur a l r ent a l si t e Pr o j e c t s —
wi t h t he AD 621, " Appl i ca t i on f or Fe d -
e r al As s i s t ance" or wi t h t he l et t er of a p -
pl i cat i on.

( i l l ) Fo r condi t i ona l c o mmi t me n t of
f i ve or mo r e i ndi vi dua l dwel l i ng uni t s i n
a 1 2 mo n t h pe r i od wi t h t he appl i ca t i on
f or t he f i f t h condi t i ona l c o mmi t me n t .

( 3 ) Af f i r mat i ve f ai r hous i ng ma r ke t -
i ng pl a ns wi l l be s ubmi t t e d o n f o r m
H U D- 935. 2 ( 3 - 7 6) or a na r r a t i ve s t at e-
me n t wh i c h i nc l ude s :

( i ) A s t a t e me nt of t he sel l er ' s pr o-
pos ed ef f or t s t o r ea ch t hos e pe r s ons i n
t he ma r ke t i ng a r e a wh o t r adi t i onal l y
wo ul d n ot be e xpe c t ed t o appl y f or h ous -
i ng.

I n ) A de s cr i pt i on of ef f or t s u nde r -
t a ke n a n d/ o r pl a nne d t o ma i nt a i n a n o n -
di s c r i mi na t or y hi r i ng pol i cy i n r ecr ui t -
i ng f or st af f e n ga g e d i n t he s al e or r ent a l
of pr oper t i es .

O M A des cr i pt i on of me t h o d s us e d t o
t r ai n a n d i ns t r uc t e mp l oye e s e ng a ge d i n
t he s al e or r ent a l of pr oper t i e s i n t he
pol i cy a n d appl i ca t i on of nondi s c r i mi na -
t i on a n d f ai r hous i ng.

( i v) A c o mmi t me n t t o di s pl ay i n al l
s al es a n d r ent a l of f i ces t he " Fa i r Ho u s -
i ng" pos t er .

( v ) A c o mmi t me n t t o pos t i n a c on-
s pi c uous pos i t i on o n e a c h pr ope r t y a
s i gn di s pl ayi ng t he e qua l hous i ng op por -
t uni t y l ogo or t he f ol l owi ng s t a t eme nt ,
" We a r e pl edged t o t he l et t er a n d spi r i t
of U. S. pol i cy f or t he a c h i e ve me nt of
e qua l hous i ng oppor t uni t y t h r ou gho ut
t he na t i on. We e nc our a ge a n d s uppor t a n
af f i r mat i ve adve r t i s i ng a n d ma r ke t i ng
p r o g r a m i n whi c h t he r e or e n o b a r He r s
t o obt a i ni ng hous i ng be ca us e of r ace ,
col or , r el i gi on, s ex or na t i ona l or i gi n. "

( vi ) A de s cr i pt i on of ef f or t s t o pu b-
l i ci ze t he avai l abi l i t y of hous i ng o ppor -
t uni t i es t o mi nor i t y pe r s ons t h r ough t he
t ype of me d i a c us t omar i l y us ed b y t he
appl i cant or par t i c i pant . As pa r t of t hi s
ef f or t , al l adve r t i s i ng mu s t i nc l ude e i t her
t he e qua l hous i ng oppor t uni t y l ogo or
s t a t e me nt .

141 Af f i r mat i ve f ai r hous i ng ma r k e t -
i ng pl a ns wi l l cover t he f ol l owi ng t i me
per i ods

( I ) Fo r s ubdi vi s i on, f r o m t i me of al
pl i cat i on unt i l al l l ot s a r e s ol d.

t i l l Fo r mul t i - f ami l y pr oj ect s , f r o
t i me of appl i ca t i on unt i l l oa n i s pai d I
ful l .

( i i i ) Fo r condi t i ona l c o mmi t me n t s 1,
I ndi vi dua l dwel l i ng uni t s , o n e yea r .

( 5) Af f i r mat i ve f ai r hous i ng ma r ke t
l og Pl a ns f or condi t i ona l c o mmi t me n t
wi l l be r e vi ewe d a n d a ppr ove d b y t h ,
Co u n t y Super vi s or . Th e Co u n t y Sup e r
vi s or wi l l r evi ew a n d s u b mi t wi t h a n
c o mme n t s ot he r f ai r hous i ng ma r ke t i n
Pl a ns t o t he St a t e Of f i ce f or appr ova l
An y appl i cant or pa r t i c i pant c over ed h:
t hi s s ect i on mu s t h a v e a n af f i r mat i v
f ai r hous i ng ma r ke t i ng pl an f or s ub-
di vi s i ons , condi t i ona l c o mmi t me n t s , a'
mul t i - f a mi l y pr oj ec t a ppr ove d af t er l b
I s s uance o f t hes e r egul at i ons .

( 6) Ap p r ov e d af f i r mat i ve f ai r hous i r a
ma r ke t i n g pl a ns wi l l be ma d e avai l abl (
b y t he appl i cant or pa r t i c i pant f or pub-
l i c i ns pect i on u p o n r eques t a t t he appr o-
pr i at e s al e or r ent a l of f i ce.

( 7 ) Appl i cant s : ai l i ng t o c o mp l y wi t h
t hes e r e qui r e me nt s wi l l b e l i abl e t o
s anct i on. s aut hor i zed b y r egul a t i ons .
r ul es or pol i ci es gove r ni ng t he p r o g r a m
i n whi c h t he y a r e par t i c i pa t i ng i nc l ud-
i ng b ut not l i mi t ed t o deni a l of f ur t he r
par t i c i pat i on i n F mH A pr o g r a ms a n d
r ef er r al t o t he De p a r t me n t of J us t i ce f or
s ui t b y t he Uni t e d St a t es f or i nj unct i ve
or ot he r appr opr i a t e rel i ef .

• •
( 7 U. S. C. 1989; 42 U. S. C. 1480; 42 U. S. C. 2942:
5 U. S. C. 301; Sec. 10 Pub. L. 93- 357, 88 St at .
392; del egat i on of aut hor i t y by t he Sec. of
Agr i . , 7 CF R 2. 23; del egat i on of aut hor i t y by
t he Asst . Sec. for Rur a l Deve l opment , 7 CF R
2. 70; del egat i ons of aut hor i t y by Dl r . . 0 E 0
29 F R 14764, 33 F R 9850. )

Da t e d: Fe b r ua r y 28, 1977.

F. W. NAY Loa , Jr . ,
Ac t i ng Admi ni s t r a t or ,

Fa r me r s Ho me Admi ni s t r a t i on.

Doc. 77- 6956 Fl i ed 3- 8- 77; 8: 45 a m)
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Mr . LUNDI NE. Wi t h r espect t o t he number of l ow- i ncome peopl e re-
cei vi ng sect i on 502 l oans, fi rst of al l , I woul d be i nt erest ed i n how
Far mer s Ho me est abl i shed t he number s t hat you gave us —$10, 000 and
$15, 300. The y s eem hi gher t han t he Bur eau of Census fi gures, and I
wonder wha t your j ust i fi cat i on f or t hat is.

Mr . ELWELL. We have l ooked at t he i ncome l evel s t hat exi st i n r ur al
ar eas on a St at e- by-St at e basi s.

I n updat i ng t he 1970 Census Repor t t o a cur r ent 1977 l evel , we have
t ri ed t o adopt an i ncome l evel t hat woul d meet at l east 70 per cent of
t he f ami l i es i n t he i ncome bracket s i n t he r ur al areas.

We have fel t t hat t he $15, 600 i n ma ny St at es i s border l i ne.
I n ot her St at es t her e ma y be s ome l at i t ude. The s a me i s t r ue f or t he

l ow- i ncome l evel —$10, 000, f or exampl e, i n your St at e, ma y be press-
i ng t he upper l i mi t . But i n ot her St at es i t ma y not be. The gener al
obj ect i ve was t o t r y t o meet t he needs of about 70 per cent of t he f ami -
l ies i n t he r ur al areas.

Mr . LUNDI NE. Congr es s man AuCoi n and I ar e car eful l y r evi ewi ng
s ome l egi sl at i ve pr oposal s t hat have been ma de t o i mpr ove Fa r mer s
Ho me pr ogr ams . We ar e concer ned t hat we recei ve i nput f r om t he
admi ni st r at i on befor e becomi ng advocat es f or a cause. We ar e con-
cer ned because we c ome f r om si mi l ar backgr ounds and shar e a deep
concer n t hat s omet hi ng wi l l i n f act wor k onl y i f t hose who ar e car r y-
i ng i t out ar e dedi cat ed t o seei ng t hat i t does wor k.

I wonder i f we coul d s ubmi t t o you i n wr i t i ng t hese pr oposal s f or
your comment s , whi ch we coul d t hen ma ke a par t of t he r ecor d and
shar e wi t h t he rest of t he member s of t hi s subcommi t t ee.

Mr . HOLLERAN. I woul d be ver y happy t o.
[ At t he t i me t he hear i ng went t o press, no i nf or mat i on had been

recei ved f r om Mr . Hol l er an. ]
Mr . LUNDI NE. Last l y, i t has been suggest ed t o me wi t h r espect t o

s ome of t he wat er and sewer gr ant s t o pr omot e hous i ng i n r ur al ar eas,
t hat t her e ma y be ver y needy communi t i es wi t h cri t i cal , l ow- i ncome
hous i ng needs t hat shoul d be gi ven pr i or i t y or 100- per cent gr ant s and
t hat , per haps, t her e has not been cooper at i on bet ween HUD' s com-
muni t y devel opment pr ogr am and t he Fa r mer s Ho me wi t h r espect t o
t hose ki nds of needs.

Do you have any obser vat i on about t hat ?
Mr . HOLLERAN. Mr . Dwi ght Cal houn, our Assi st ant Admi ni s t r at or

f or Communi t y pr ogr ams woul d be bet t er abl e t o ans wer t hat .
We wi l l get an ans wer f or t hat and s ubmi t i t f or t he r ecor d?
Mr . LUNDI NE. Good.
[ I n r esponse t o t he r equest of Congr es s man Lundi ne, t he f ol l owi ng

i nf or mat i on wa s submi t t ed f or i ncl usi on i n t he r ecor d: ]

RESPONSE RECEI VED FROM MR. HOLLERAN

A s ur ve y of 471 pr oj ect s r ecei vi ng gr ant s wa s compl e t ed i n No v e mb e r 1976 by
F mHA. I t r eveal ed t hat 73. 6 per cent we n t t o pr oj ect s s er vi ng c ommuni t i e s wi t h
me di a n i nc ome s be l ow t ha t f or t he count y. Al s o 92. 7 per cent of t he pr oj ect s
we r e f unde d a t a me d i a n i nc ome be l ow t ha t f or t he Uni t ed St at es . The s e pr oj -
ect s a r e i n c ommuni t i e s wi t h t he gr eat es t ne e d f or wa t e r a n d wa s t e di sposal
f aci l i t i es a nd al so whe r e mo s t of t he r ur al hous i ng f unds ha ve been us ed.

Pr i or i t y f or F mH A gr ant f unds i s gi ven t o wa t e r a n d wa s t e di sposal pr oj ect s
s er vi ng t he mo s t f i nanci al l y nee dy c ommuni t i e s t o r educe us er cos t s t o a r eas on-
abl e l evel .
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I n addi t i on, we ha ve cons ul t ed wi t h D H U D on i mpl ement a t i on of t he D H U D
bl ock gr ant p r ogr a m i n r ur a l ar eas . The s e f unds ma y be us ed f or wa t e r a n d
s e we r de ve l opme nt t oget her wi t h ot her ne e ds of r ur al a r eas a s de t e r mi ned by
t he gr a nt r eci pi ent . A f act s hee t ha s be en devel oped by agenc i es wi t hi n US DA
I n cooper at i on wi t h D H U D a n d di s t r i but ed t o c o mmu n i t y l eader s t o i nf or m
t h e m of per t i nent i nf or mat i on of t he Act .

Mr . LUNDI NE. Tur ni ng f or a mome nt t o el der l y housi ng, whi l e i t i s
t r ue t hat your sect i on 515 pr ogr ams can, as you have test i fied, be
wor ked i n t andem wi t h sect i on 8 and t her eby achi eve a deeper sub-
si dy, I a m i nf or med t hat ma ny el der l y peopl e i n sect i on 515 r ur al
r ent al proj ect s ar e now payi ng $150—$175 a mont h i n r ent , i n s ome
cases over 50 per cent of t hei r i ncome f or decent housi ng.

Do you t hi nk t hat t her e i s any ot her wa y t han at t achi ng i t t o sect i on
8 t hat we can ma ke t he sect i on 515 pr ogr am bet t er abl e t o ser ve t he
needs of l ow- i ncome, rur al , el der l y peopl e?

Mr . ELWELL. Congr es s man, I t hi nk t hat your observat i on i s correct .
I have vi si t ed proj ect s i n Nor t heast St at es i n par t i cul ar wher e f ami -

l ies wer e payi ng mor e t han 20 or 25 per cent of t hei r i ncome f or rent .
I t woul d be my hope t hat s ome f or m of deep subsi dy woul d be

. . ivailable t o assi st t hese fami l i es.
I t hi nk at t hi s poi nt , t hough, whet her a r ent s uppl ement or sect i on

8 i s t he mechani s m t o use, I woul d def er on t hat quest i on si nce i t i s
a pol i cy mat t er whi ch I t hi nk Secr et ar y Ber gl and has under consi der -
at i on at t he moment .

Mr . LUNDI NE. I a m sur e he does. The l at est r epor t on Fa r mer s Ho me
Admi ni s t r at i on on f ar mi ng and hous i ng pr ogr ams s hows a r at her
preci pi t ous decl i ne i n pr oduct i on f or t he fi rst quar t er of t he 1977 fi scal
year .
. Do you have any t hought on why t hi s has occur r ed and wha t we can
do t o change t hi s si t uat i on?

Mr . ELWELL. I t hi nk we agr ee agai n wi t h your observat i on. I t i s
correct .

Ther e ma y be a numbe r of r easons wh y t hi s decl i ne has occur r ed.
The wi nt er weat her has been a pr obl em not onl y f or Far mer s Ho me ,

but t he bui l di ng i ndust r y as a whol e.
The cost of hous i ng and ma ny ot her f act or s have cont r i but ed t o t he

decl i ne i n t he numbe r of l oans.
I t hi nk i n t he past several weeks , we have seen an act i ve pogr a m

begi nni ng i n a numbe r of St at es and i ndi cat i ons t hat i t wi l l react i vat e
i t sel f.

We have admi ni st r at i vel y t aken act i on on t hi s. We ar e pool i ng t he
fi rst hal f of t he fi scal year money' s. Le t me back up and s ay t hi s, we
al l ocat ed our mone y based on need.

The f or mul a f or t he al l ocat i on i g based on r ur al popul at i on, r ur al
i ncome, and condi t i on of housi ng.

No w t hat f or mul a, si r, pl aces mone y i n St at es based on need but
not necessar i l y wher e a de ma nd exi st s.

Pool i ng of t he mone y resul t s i n t aki ng t he mone y f or t he fi rst hal f of
t he fi scal year t hat i s not used, back i nt o a nat i onal office r eserve and
put t i ng i t back out based on demand. We feel t hi s ma y equal i ze t hi s
f or mul a and t he demand.

So we have admi ni st r at i vel y t aken act i on t o pool t he mone y as of
Ma r c h 31, ut i l i zi ng t hi s pool t hen t o f und St at es t hat have a demand.
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Mr . LI I NDI NE. Gent l emen, you have a t radi t i on of maki ng t hi ngs
wor k. An d we l ook f or war d t o wor ki ng wi t h you t o ma ke t hem wor k
bet t er.

Tha nk you ver y much.
Mr . HOLLERAN. Tha nk you, si r.
Mr . LI I NDI NE. The subcommi t t ee wi l l now be i n recess unt i l 2

o' cl ock, whe n f ur t her wi t nesses wi l l be present .
[ Whe r e upon at 1: 10 p. m. , t he hear i ng wa s recessed, t o be r econ-

vened at 2 p. m. , t hi s s a me day. ]

AF T E RNOON S ES S I ON

Mr . ASHLEY. ( pr es i di ng) The subcommi t t ee on Hous i ng and Com-
muni t y Devel opment i s t aki ng t es t i mony on t he fi scal 1978 H U D au-
t hor i zat i ons, and our wi t nesses t hi s af t er noon i ncl ude t he Nat i onal
Associ at i on of Ho me Bui l der s, Mr . Rober t Ar qui l l a, presi dent .

We wi l l al so hear f r om t he Nat i onal Leas ed Hous i ng Associ at i on,
Ar t hur Abba Gol dber g, chai r man of t he boar d.

We ar e happy t o have you and your associ at es bef ore t he s ubcom-
mi t t ee t hi s af t er noon, and we l ook f or war d t o your t es t i mony. I un-
der st and you have a pr epar ed s t at ement whi ch you can s ubmi t f or t he
r ecor d, or pr oceed f r om, as you wi sh.

Let me say t hat I t hi nk t hat i t mi ght be wel l , i f you ar e so i ncl i ned,
t o per haps t o condense one par t of your pr epar ed t est i mony, but t o
gi ve us i n ful l t he por t i on whi ch rel at es t o your subsi dy pr ogr am.

STATEMENT OF ROBERT ARQUI LLA, PRESI DENT, NATI ONAL ASSO-
CI ATI ON OF HOME BUI LDERS, ACCOMPANI ED BY CARL A. S. COAN,
JR. , LEGI SLATI VE COUNSEL, AND J. DENI S O' TOOLE, ASSOCI ATE
LEGI SLATI VE COUNSEL

Mr . ARQUI LLA. We wi l l do t hat . Tha nk you.
Mr . Cha i r man and member s of t he commi t t ee, my na me i s Rober t

Ar qui l l a, and I a m a homebui l der f r om Chi cago, Il l . I a m t est i fyi ng
t oday on behal f of t he mor e t han 82, 000 member s of t he Nat i onal As -
soci at i on of Ho me Bui l der s, t he t r ade associ at i on of t he Nat i on' s home-
bui l di ng i ndust r y, of whi ch I a m presi dent .

Accompanyi ng me t oday t o my r i ght , i s Car l A. S. Coan, Jr. , our
l egi sl at i ve counsel , and t o my l eft , J . Deni s O' Tool e, associ at e l egi s-
l at i ve counsel .

We appr eci at e t he subcommi t t ee' s i nvi t at i on t o appear her e t hi s
af t er noon, t o assi st you i n f or mul at i ng your l egi sl at i ve r ecommenda-
t i ons and t o pr ovi de you wi t h our j udgment on t he f undi ng l evel s re-
qui r ed f or fi scal year 1978 i n or der t o car r y out our nat i onal hous i ng
and communi t y devel opment pr ogr ams .

At t he out set , l et me obser ve t hat we ar e pl eased by Secr et ar y Har -
ri s' announced commi t ment t o meet i ng t he nat i onal hous i ng goal s as
est abl i shed by t he Hous i ng Ac t of 1949 and t he Hous i ng and Ur ba n
Devel opment Ac t of 1968.

The Secr et ar y and t he ne w admi ni st r at i on ar e t o be compl i ment ed
on t he sel ect i on of a number of out st andi ngl y qual i fi ed i ndi vi dual s f or
key posi t i ons wi t hi n t he Depar t ment .
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We , as pr i vat e ent erpr i se busi nessmen, anxi ousl y l ook f or war d t o
wor ki ng i n a r ef or ged par t ner shi p wi t h a Congr es s and an admi ni st r a-
t i on t hat we hope wi l l be commi t t ed t o maki ng a real i t y of t he na-
t i onal pol i cy of a decent home and a sui t abl e l i vi ng envi r onment f or
ever y Amer i can f ami l y.

The nat i onal hous i ng si t uat i on has become compl i cat ed i n r ecent
year s by i nfl at i on pushi ng up mor t gage i nt erest rat es and const ruc-
t i on cost s, al ong wi t h r eal est at e and ot her t axes and ut i l i t y cost s, be-
yond a cor r espondi ng i ncr ease i n f ami l y i ncome. Thus , t he pr obl em of
pr ovi di ng housi ng af fordabl e t o mi l l i ons of l ow- and moder at e- i ncome
fami l i es, has escal at ed i nt o t he compl ex quest i on of pr ovi di ng hous-
i ng t o a whol e r ange of mi ddl e- i ncome f ami l i es unabl e t o af ford t he
medi an-pr i ced ne w home.

Some anal yst s of our nat i onal hous i ng l egi sl at i on cont end t hat our
exi st i ng hous i ng pr ogr ams ar e i nadequat e t o deal wi t h t oday' s pr o-
bl ems and t hat Congr es s shoul d est abl i sh t he enact ment of br oad ne w
l egi sl at i on, as one of i t s pri ori t i es.

We agr ee t hat t hi s ma y be necessary f or t he l ong- t er m sol ut i on.
However , quest i ons such as t he f ut ur e rol e of t he F HA, t he need f or
cont i nui ng housi ng pr oduct i on subsi di es and t he rol e of t he pr i vat e
ent erpr i se bui l der i n t he rehabi l i t at i on process, ar e such i mpor t ant
quest i ons of publ i c pol i cy, t hat we bel i eve t he subcommi t t ee i s ap-
pr oachi ng t he pr obl em correct l y by di vi di ng i t sel f i nt o t ask for ces
t o expl or e t hese i ssues i n dept h.

Pendi ng t he r epor t of t he t ask f or ces and t he oppor t uni t y of t he
ne w admi ni st r at i on t o exami ne t he ma n y di fferent aspect s of hous i ng
we shar e Secr et ar y Har r i s ' vi ew t hat we shoul d wor k t o i mpl ement
ful l y t he wi de r ange of pr ogr ams t hat ar e al r eady l aw, maki ng what -
ever modi f i cat i ons ar e needed i n t he st at ut es t o i mpr ove t hei r effici ency
or effect i veness.

Thus , a par amount concer n of our s i s wi t h t he ext ensi on of t he
aut hor i t y of H U D t o i nsure mor t gages and l oans under t he var i ous
sect i ons of t he Nat i onal Hous i ng Ac t unt i l Sept ember 30, 1978. We
suppor t t hi s ext ensi on.

We ur ge t hat t he 221( d) ( 2) pr ogr am be ext ended al ong wi t h al l
t he ot her F HA pr ogr ams . I t s l ower down payment provi si ons a nd
l onger mat ur i t i es shoul d be r et ai ned f or f ut ur e use wher e appropr i at e.

We al so bel i eve t hat Congr ess , i n ext endi ng t hi s aut hor i t y shoul d
cont i nue t o vest i n t he Secr et ar y t he power admi ni st r at i vel y t o est ab-
l i sh i nt erest r at es f or F HA- i nsur ed l oans.

We ar e pl eased t o not e t hat a mong t he pr ogr ams , f or whi ch t he
Secr et ar y i s r equest i ng an ext ensi on, ar e t he sect i ons 235 and 236 pr o-
gr ams . I t has l ong been our posi t i on t hat t he sect i on 235 homeowner -
shi p pr ogr am i s pr obabl y t he best t ool t hat H U D possesses f or ex-
t endi ng t he benefi t s of homeowner s hi p t o l ower i ncome fami l i es.

Sect i on 235 pr ovi des f ami l i es wi t h i nt erest subsi dy assi st ance t o as
l ow as 1 per cent , t her eby al l owi ng H U D t he abi l i t y t o t ai l or a f ami l y' s
mont hl y payment t o a myr i ad of si t uat i ons.

At our r ecent NAHB boar d of di rect ors' meet i ng, t hr ee resol ut i ons
wer e adopt ed r eaf f i rmi ng our suppor t of sect i on 235, r equest i ng an i n-
crease i n sect i on 235 mor t gage l i mi t s, and endor s i ng t he react i vat i on
of t he sect i on 236 pr ogr am as a compl ement ar y pr ogr am t o sect i on 8.
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We ful l y endor se and suppor t HUD' s pr oposal f or i ncr easi ng t he
sect i on 235 ma x i mu m mor t gage l i mi t s. Thes e i ncr eases ar e necessary
t o refl ect t he effect s of i nfl at i on.

Cent r al t o our effort s of meet i ng t he hous i ng needs of mi ddl e- i ncome
fami l i es i s t he Feder al Hous i ng Admi ni st r at i on. We ar e pl eased t hat
bot h t he For d and Car t er admi ni st r at i ons have r ecogni zed t he i m-
por t ant responsi bi l i t y of F HA i n meet i ng t he nonpar t i san goal of
homeowner s hi p f or t he Amer i can f ami l y. Bot h admi ni st r at i ons have
ma de i dent i cal r ecommendat i ons f or a r educt i on i n F HA down pay-
ment r equi r ement s, whi l e r ecogni zi ng t he need f or i ncr eased mor t gage
l i mi t s.

NAHB suppor t s HUD' s pr oposal f or i ncr easi ng t he si ngl e- f ami l y
mor t gage l i mi t s of sect i ons 203, 222, and 234 of t he Nat i onal Hous i ng
Ac t t o $60, 000. Such a n i ncrease7 we bel i eve, i s j ust i fi ed, based on i n-
creases i n cost s and sal es pr i ce si nce t he pr esent l i mi t of $45, 000 wa s
fi rst pr oposed i n 1973.

I n t he per i od of 1973 t o 1976, f or i nst ance, t he medi an sal es pr i ce
of a ne w home const ruct ed under t he sect i on 203 ( b ) pr ogr am i ncreased
41. 3 percent , whi l e t he medi an const ruct i on cost per squar e f oot i n-
cr eased 33. 6 percent . Dur i ng t hi s s ame per i od, t he medi an sal es pr i ce
of al l ne w hous i ng i ncr eased 36 percent , and t he whol esal e pr i ce i ndex
f or al l const ruct i on mat er i al s i ncr eased 39 percent .

We al so r ecommended t hat , whi l e t he subcommi t t ee i s consi der i ng
changes i n t he F HA si ngl e- f ami l y l i mi t s, consi derat i on be gi ven t o
i ncreasi ng t he mor t gage l i mi t s f or t he convent i onal secondar y mar ket
oper at i ons of F NMA and F HL MC. We under s t and t hat t he Feder al
Nat i onal Mor t gage Associ at i on i s r ecommendi ng t hat t hei r pr esent
l i mi t of $55, 000 be i ncr eased by 25 percent . We suppor t t hi s r ecom-
mendat i on.

The pr obl em of i ncr eased hous i ng cost s al so i s af fect i ng t he abi l i t y
of Feder al savi ngs and l oan associ at i ons t o ma ke ne w home l oans i n
cer t ai n of our hi gher cost met ropol i t i an areas. Whi l e we real i ze t hat
j ur i sdi ct i on f or t he necessar y changes i n t he Ho me Owne r s Loa n Ac t
of 1933 rest s wi t h anot her subcommi t t ee, we woul d hope t hat appr o-
pr i at e changes wi l l be appr oved t o t hat act t o reflect i ncr eased cost
l evel s.

Besi des an i ncrease i n FHA' s si ngl e- f ami l y mor t gage l i mi t s we
suppor t t he need f or a r educt i on i n downpa yme nt r equi r ement s. Wi t h-
out a si gni f i cant r educt i on i n pr esent downpa yme nt schedul es, ma ny
fami l i es wi l l f i nd t hat t he F HA pr ogr ams ar e usel esss t o t hem, unl ess
t hey have subst ant i al cash r eserves wi t h whi ch t o meet t he hef t y
downpa yment r equi r ement s. We endor se HUD' s r ecommendat i on
t hat t he • downpayment f or t he amount of a l oan i n excess of $25, 000 be
r educed t o 5 percent .

We not e t hat H U D has not pr oposed any changes i n t he mor t gage
l i mi t s or downpa yme nt r equi r ement s f or t he sect i on 220 homeowner -
shi p pr ogr am. Thi s pr ogr am has been useful i n ur ban r enewal areas,
and we ur ge t hat t he s a me changes be pr ovi ded f or it.

To addr ess l ow- i ncome housi ng needs, H U D pr oposes t o rel y on t he
sect i on 8 l eased hous i ng pr ogr am as t he pr i mar y means of pr ovi di ng
decent , saf e, and sani t ar y housi ng. We suppor t t he admi ni st rat i on' s
r equest f or an addi t i onal $1. 2 bi l l i on i n annual cont r i but i on cont r act



aut hor i t y f or t he publ i c hous i ng and sect i on 8 pr ogr ams f or fi scal
year 1978.

Wi t h respect t o sect i on 8, we have t wo over r i di ng concer ns: first, .
we bel i eve t hat t he subsi di zed hous i ng pr ogr ams ar e bei ng under -
mi ned by t he unreal i st i c f or mul a used i n t he cal cul at i on of budget
aut hor i t y; and second, we ar e concer ned wi t h t he tilt of t he sect i on 8
pr ogr am t owar d exi st i ng housi ng.

We bel i eve t hat t he l at t er resul t s subst ant i al l y f r om t he f or mer as
wel l as f r om t he pressures exer t ed on s ome local i t i es t o overst at e i n
t hei r housi ng assi st ance pl ans t he need f or exi st i ng housi ng. At a t i me
when t he nat i onal rent al vacancy rat e has dr opped shar pl y and t her e
is an unquest i oned need f or new mul t i f ami l y housi ng, i t s eems i nap-
pr opr i at e t o pl ace a heavy rel i ance on exi st i ng housi ng t o meet t he
Nat i on' s subst ant i al l ow- and moder at e- i ncome housi ng needs.

Unl i ke mos t ot her Feder al pr ogr ams, t he hous i ng pr ogr ams f or
l ow- and moder at e- i ncome fami l i es f unct i on wi t h t he use of cont r act
aut hor i t y whi ch wi l l be used over mul t i year per i ods. The amount of
cont ract aut hor i t y reserved, especi al l y under t he sect i on 8 pr ogr am, i s
subst ant i al l y i n excess of what wi l l be pai d out i n any 1 year .

Suffi ci ent cont r act aut hor i t y i s set asi de f or each uni t t o pay t he ful l
r ent —a si t uat i on t hat wi l l onl y occur of t he assi st ed l ow- i ncome oc-
cupant has no i ncome. Thi s i s hi ghl y unl i kel y i n mos t cases.

We ur ge t hi s subcommi t t ee t o cal l upon t he Budget Commi t t ee t o
come up wi t h a mor e equi t abl e cal cul at i on of budget aut hor i t y f or t he
l ow- and moder at e- i ncome housi ng pr ogr ams . Af t er al l , t he budget
aut hor i t y f or no ot her ongoi ng Feder al pr ogr am i s cal cul at ed i n a
si mi l ar f as hi on—a f ashi on cal cul at ed ul t i mat el y t o dest r oy suppor t
f or a r easonabl e l evel of assi st ance f or l ow- and moder at e- i ncome
housi ng, especi al l y new const ruct i on.

We wer e pl eased by t he Hous e Banki ng, Fi nance and Ur ban Affai r s
Commi t t ee' s recent act i on r ecommendi ng sect i on 8 t o per mi t HUD
t o ent er i nt o 30- year hous i ng assi st ance payment cont ract s i n or der
t o encour age t he convent i onal f i nanci ng of sect i on 8 proj ect s. A second
change r ecommended by H UD woul d per mi t t he payment of debt
servi ce at t r i but abl e t o unoccupi ed dwel l i ng uni t s f or a per i od of up t o
1 year f or al l sect i on 8 proj ect s. Unde r present l aw, t hese payment s ar e
per mi t t ed onl y i n t he case of proj ect s whos e mor t gages ar e coi nsur ed
under sect i on 244 of t he Nat i onal Hous i ng Act .

Ther e ar e several ot her changes i n t he sect i on 8 pr ogr am whi ch
we have out l i ned i n our st at ement .

NAHB i s keenl y i nt erest ed i n t he devel opment of t echni ques ai med
at preser vat i on of t he hous i ng st ock of exi st i ng nei ghbor hoods and t he
rehabi l i t at i on of nei ghbor hoods wher e t he pr ocess of decay has begun.

Wi t hi n our associ at i on, we have est abl i shed t wo speci al commi t t ees
t o st udy t he pr obl ems of rehabi l i t at i on and al so t o s t udy t he process
of ur ban r edevel opment . Ma ny l ocal homebui l der associ at i ons t hr ough-
out t he count r y have become i nvol ved i n rehabi l i t at i on and al so t o
s t udy t he process of ur ban r edevel opment .

Ma ny l ocal homebui l der associ at i ons t hr oughout t he count r y have
become i nvol ved i n rehabi l i t at i on as par t of l ocal communi t y r enewal
efforts. One of t he mos t i mpor t ant t ool s i n t hi s ar ea has been t he sec-
t i on 312 rehabi l i t at i on pr ogr am, and we suppor t i t s ext ensi on.
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On e of t he maj or pr obl ems f aci ng t he home i ndust r y i s an adequat e
suppl y of l and sui t abl e f or bui l di ng. Local i t i es mus t devel op real i st i c
pl ans t o pr ovi de f or f ut ur e communi t y gr owt h, i ncl udi ng housi ng.
Consequent l y, we endor se HUD' s r equest f or i ncr eased f unds f or t he
sect i on 701 compr ehens i ve pl anni ng gr ant s pr ogr am. I n t hi s connec-
t i on, we do not bel i eve t hat t he t ype of pl anni ng per mi t t ed under t he
communi t y devel opment bl ock gr ant pr ogr am can be subst i t ut ed
f or t he br oader , communi t ywi de pl anni ng possi bl e under t he sect i on
701 pr ogr am.

We ar e especi al l y concer ned t hat t he sect i on 701 r equi r ement f or
a housi ng el ement , not cont ai ned i n t he communi t y devel opment
l egi sl at i on, not be avoi ded, as woul d be possi bl e i f HUD' s pr oposal
t o f und l ar ge ci t y and ur ban count r y compr ehens i ve pl anni ng t hr ough
t he communi t y devel opment pr ogr am prevai l s.

Al so pr oposed by H U D f or ext ensi on i s t he nat i onal f l ood i nsur ance
pr ogr am. Cer t ai nl y, t he per i l t o l i fe a nd pr oper t y caused by f l oodi ng
just i fies t he ext ensi on of t hi s pr ogr am. However , t her e have been
ma ny pr obl ems wi t h t he admi ni st r at i on of t he pr ogr am whi ch we be-
l i eve have unnecessar i l y rest ri ct ed t he avai l abi l i t y of devel opabl e l and.
Amo n g t hese i s t he use of t he 100- year f l ood l evel f or t he pur pose of
det er mi ni ng f l ood- pr one areas.

We bel i eve t hat a mor e appr opi r at e basi s f or t hi s pur pose woul d
be t he 50-year f l ood l evel . Thi s s t andar d was used by H U D and VA f or
ma ny years, and we bel i eve i t t o be mor e real i st ic, whi l e st i l l mi ni mi z-
i ng t he exposur e of t he Feder al Gover nment . Pl ease see at t achment
F f or a resol ut i on adopt ed by our boar d of di rect ors on t hi s mat t er .

[ At t achment F i s at t ached t o Mr . Arqui l l a' s pr epar ed st at ement . ]
For t oo ma ny year s, t he hous i ng and communi t y devel opment needs

of r ur al Amer i ca have been i gnor ed or negl ect ed. For exampl e, t he
mor t gage l i mi t s under t he 203( i ) pr ogr am, aut hor i zi ng F HA t o i nsur e
mor t gages f or t he pur chase of si ngl e- f ami l y homes i n out l yi ng ar eas,
have not been i ncr eased si nce 1969, when t he pr esent ma x i mum mor t -
gage amount of $16, 200 wa s fi xed. At t hat t i me t he 203( b) l i mi t wa s set
at $33, 000. To rest ore at l east t he s ame r el at i onshi p as exi st ed i n 1969,
we r ecommend t hat t he 203( i ) l i mi t be i ncr eased t o $30, 000.

The Far mer s Ho me Admi ni st r at i on, as cont r ast ed wi t h HUD—
F HA, has done a r emar kabl e j ob wi t hi n t he past 6 year s of at t empt i ng
t o meet t he housi ng needs of r ur al resi dent s. The sect i on 502 home-
owner shi p pr ogr am and t he sect i on 515 r ur al r ent al pr ogr am have
been t he mai ns t ays of FmHA' s effort s t o pr ovi de decent , modes t
pr i ced housi ng. We shoul d l i ke t o cal l your at t ent i on, however , t o
our concer n t hat t he $1. 356 bi l l i on f undi ng l evel f or t he r ur al hous i ng
i nsur ance f und r ecommended by t he Car t er admi ni st r at i on, whi l e
an i ncrease over t he For d budget pr oposal , i s stil l i nadequat e i n r each-
i ng a goal of 100, 000 ne w hous i ng st ar t s under t he sect i on 502 and
sect i on 515 pr ogr ams .

Anot her concer n i n t hi s ar ea f l ows f r om t he knowl edge t hat Gover n-
ment r ef or m i s a pr i or i t y i t em f or t he ne w admi ni st r at i on. Our i n-
dust r y appreci at es t he need f or si mpl i f i cat i on of t he Feder al or gani za-
t i onal st r uct ure, but we al so know t hat Gover nment r eorgani zat i on
does not aut omat i cal l y resul t i n bet t er publ i c servi ce.
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Our i ndust r y i s still wi nci ng f r om t he ai ml ess and mi sgui ded re-
organi zat i on several years ago of t he Feder al Hous i ng Admi ni st r at i on
wi t hi n HUD. So our boar d of di rect ors has di rect ed NAHB t o oppose
any effort s t o mer ge F mh a i nt o H U D or any ot her effort s t o di l ut e
Fmha' s pr i mar y responsi bi l i t y f or rural housi ng.

Dur i ng t he housi ng depr essi on of 1974- 75 when scarce mor t gage
money and ext r emel y hi gh mor t gage i nt erest rat es combi ned t o dr i ve
hous i ng const ruct i on act i vi t y down t o unpr ecedent ed l ows, a ver y
bad si t uat i on mos t l i kel y woul d have become a di sast rous one i f i t had
not been f or t he enact ment of t he Emer gency Ho me Pur chas e Assi st -
ance Act , mor e commonl y known as t he Br ooke- Cr anst on Act . Thi s
act , whi ch was cont i nued by t he Emer gency Hous i ng Act of 1975,
pumped bi l l i ons of dol l ar s i nt o t he convent i onal mor t gage mar ket at
i nt erest rat es subst ant i al l y bel ow t hose ot her wi se avai l abl e.

The mi l d r ecover y t o 1. 54 mi l l i on housi ng uni t s st ar t ed i n 1976
woul d not have been possi bl e wi t hout t hi s l egi sl at i on. Eve n t oday,
f unds ar e still bei ng made avai l abl e at a 71/ 2 per cent i nt erest rat e f or
F HA mul t i f ami l y proj ect s and pr obabl y pr ovi di ng t he pr i nci pal i m-
pet us t o t he mi l d ups wi ng i n mul t i f ami l y corrst ruct i on t hat has oc-
cur r ed i n t he l ast several mont hs .

The Br ooke- Cr ans t on pr ogr am was l i ghl y successful i n accompl i sh-
i ng i t s pr i mar y pur pose of spur r i ng i ncr eased hous i ng const ruct i on.
Whi l e t he need f or i t has l essened s omewhat , at l east i n t he si ngl e f am-
i ly area, we feel ver y st r ongl y t hat t he pr ogr am shoul d r emai n avai l -
abl e f or i mmedi at e use i n t he f ut ur e, i f needed. I f such a pr ogr am
had been on t he books i n 1974, i t mi ght have been possi bl e t o pr event
t hi ngs f r om get t i ng as bad as t hey di d bef or e i t was enact ed l at e t hat
year .

We t heref ore ur ge t hat t he pr ogr am be ext ended f or anot her year
beyond i ts expi rat i on dat e, t o Sept ember 3, 1978.

We ar e mos t concer ned about t he i ncreasi ng per cent age of Amer i can
fami l i es who ar e unabl e t o ent er t he ne w housi ng mar ket . Whi l e adop-
t i on of t he l egi sl at ive pr oposal s t hat I have di scussed woul d go a
l ong wa y t owar d easi ng t he Nat i on' s housi ng pr obl ems, t her e i s still
a si gni f i cant por t i on of our popul at i on who f i nd t he goal of home-
owner shi p beyond t hei r gr asp. Thes e ar e t hose fami l i es i n t he l ower
mi ddl e- i ncome br acket s who have been pr i ced out of t he mar ket as a
resul t of hi gh mor t gage i nt erest rat es.

To fill t hat gap, t he Nat i onal Associ at i orr of Ho me Bui l der s has
devel oped a c ommon sense hous i ng subsi dy pr ogr am ai med at meet -
i ng t he needs of mi ddl e- i ncome fami l i es and compl ement i ng t he vari -
ous ot her housi ng pr ogr ams now on t he books.

Our pr oposed pr ogr am is act ual l y t wo pr ogr ams. The first woul d
pr ovi de assi st ance f or t he pur chase of up t o 100, 000 ne w or subst an-
t i al ly rehabi l i t at ed uni t s each year i n i nner-ci t y nei ghbor hoods.

The second woul d pr ovi de assi st ance f or t he pur chase of up t o
300, 000 such uni t s each year i n ot her ur ban and su' bur ban areas. To en-
cour age t he provi si on of housi ng i n i nner-ci t y nei ghbor hoods, t he
t er ms woul d be s omewhat mor e l eni ent and t he pr ogr am woul d be
avai l abl e t o anyone, regardl ess of i ncome.

Under t he second pr ogr am, f ami l y coul d not have an i ncome i n ex-
cess of 150 per cent of t he medi an i ncome f or i t s area.
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Bot h pr ogr ams pr ovi de assi st ance t hr ough t he means of r educi ng
mor t gage i nt erest rat es by up t o 3 percent , but not bel ow 6 per cent ,
dependi ng upon t he pur chase pr i ce of t he home.

The hi gher t he pr i ce of t he home , t he smal l er woul d be t he assist -
ance, wi t h a ma x i mu m pur chase pr i ce of $50, 000, i n keepi ng wi t h t he
pr ogr am' s goal of assi st i ng mi ddl e- i ncome fami l i es.

Unde r bot h pr ogr ams , t he Gover nment woul d r ecapt ur e t he assist -
ance upon t he sal e of t he house t o t he ext ent t hat t her e wer e suffi cient
proceeds.

Because we l ook upon t he pr ogr am as a per manent one t o be used
regardl ess of ot her economi c condi t i ons, t hi s r ecapt ur e aspect shoul d
ul t i mat el y resul t i n t he pr ogr am bei ng vi r t ual l y sel f -sust ai ni ng i n
l at er year s.

We ur ge t hat t he subcommi t t ee gi ve ser i ous consi derat i on t o t hi s
pr oposal i n conj unct i on wi t h t he l egi sl at i on i t has bef ore i t t hi s year .

We c omme nd t o your at t ent i on t he det ai l ed descr i pt i on of t he
pr ogr am whi ch i s at t ached t o your st at ement .

Tha nk you f or t hi s oppor t uni t y t o appear t oday.
[ The pr epar ed s t at ement of Mr . Arqui l l a, on behal f of t he Nat i onal

Associ at i on of Ho me Bui l der s, wi t h at t achment s , al ong wi t h " Ho me
Pur chase Assi st ance Ac t of 1 9 7 7 —A Co mmo n Sense Hous i ng Subs i dy
Pr ogr am, " f ol l ow: ]
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N A T I O N A L A S S O C I A T I O N OF N O ME B U I L D E R S

e/ raee' o, , uz; Yei t a. rj
15TH AND M STREETS, NW. , WAS HI NGTON, D. C. 20005

S T AT E ME NT O F

T HE NAT I ONAL AS S OCI ATI ON O F H O ME BUI L DE RS

be f or e t he

S UB C OMMI T T E E ON HOUS I NG AND C OMMUNI T Y D E VE L OP ME NT

C OMMI T T E E ON BANKI NG, F I NANCE AND UR B AN AF F AI RS

UNI T E D S T AT E S HOUS E O F RE P RE S E NT AT I VE S

on

HOUS I NG AUT HORI Z AT I ON LEGI S LATI ON

MA R C H 9 , 1 977

Mr . Ch a i r ma n a nd Me mb e r s of t he Co mmi t t e e :

My n a me i s Robe r t Ar qui l l a , a nd I a m a h o me bui l der f r o m Chi c a go,

I l l i noi s . I a m t es t i f yi ng t oda y o n behal f of t he mo r e t ha n 82 , 00 0 me mb e r s

of t he Na t i ona l As s oc i a t i on of Ho me Bui l de r s , t he t r a de as s oc i a t i on of

t he nat i ons h o me bui l di ng i ndus t r y, of whi c h I a m Pr e s i de nt .

Ac c o mp a n y i n g me t oda y i s Ca r l A. S. Co a n , J r . , NAHB' s Legi s l a t i ve

Couns e l , a nd J . De ni s O' Tool e , As s oc i a t e Legi s l a t i ve Couns e l .
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We a ppr e c i a t e t he Co mmi t t e e ' s i nvi t at i on t o a pp e a r he r e t hi s a f t e r noon,

t o as s i s t you i n f o r mul a t i ng y our l egi s l a t i ve r e c o mme n d a t i o n s a n d t o p r ov i de

y ou wi t h ou r j u d g me n t o n t he f undi ng l eve l s r e qu i r e d f or Fi s c a l Ye a r 1 9 7 8 i n

o r d e r t o c a r r y out ou r na t i ona l hous i ng a n d c o mmu n i t y d e v e l o p me n t p r o g r a ms .

At t he out s e t , l et me ob s e r v e t hat we a r e p l e a s e d b y Se c r e t a r y Ha r r i s '

a n n o u nc e d c o mmi t me n t t o me e t i n g t he na t i ona l hous i ng goa l s a s e s t abl i s hed

b y t he Ho u s i n g Ac t of 1 9 4 9 a nd t he Ho u s i n g a nd Ur b a n De v e l o p me n t Ac t of 196 8 .

Th e Se c r e t a r y a nd t he n e w Admi ni s t r a t i on a r e t o b e c o mp l i me n t e d o n t he

s e l e c t i on of a n u mb e r of out s t andi ngl y qual i f i ed i ndi vi dua l s f or k e y pos i t i ons

wi t hi n t he De p a r t me n t . We , a s pr i va t e e n t e r pr i s e b u s i n e s s me n , a nxi ous l y

l ook f o r wa r d t o wo r k i ng i n a r e f or ge d pa r t ne r s hi p wi t h a Co n g r e s s a nd a n

Admi ni s t r a t i on t hat we ho pe wi l l b e c o mmi t t e d t o ma k i n g a r ea l i t y of t he na t i ona l

pol i cy of a de c e n t h o me a nd a s ui t abl e l i vi ng e n v i r on me n t f or e v e r y Ame r i c a n

f a mi l y .

Th e na t i ona l hous i ng s i t ua t i on h a s b e c o me c ompl i c a t e d i n r e c e nt y e a r s b y

i nf l at i on pus h i ng u p mo r t g a g e i nt er es t r a t e s a nd c ons t r uc t i on c os t s , a l ong wi t h

r e a l e s t a t e a nd ot he r t a xe s a nd ut i l i t y c os t s , b e y on d a c or r e s pondi ng i nc r e a s e

i n f a mi l y i n c o me . Th u s , t he p r o b l e m of pr ovi di ng hous i ng a f f or dabl e t o

mi l l i ons of l o w a nd mo d e r a t e i n c o me f a mi l i e s , ha s e s c a l a t e d i nt o t he c o mp l e x

que s t i on of pr ovi di ng hous i ng t o a whol e r a ng e of mi d dl e - i n c o me f a mi l i e s

una bl e t o a f f or d t he me d i a n pr i c e d n e w h o me .



2455

- 3

S o me a na l ys t s of o u r na t i ona l hous i ng l egi s l at i on c ont e nd t hat o u r exi s t i ng

hous i ng p r o g r a ms a r e i na de qua t e t o de a l wi t h t oday' s p r o b l e ms a n d t ha t

Co n g r e s s s houl d es t a bl i s h t he e n a c t me n t of b r oa d n e w l egi s l a t i on, a s o ne of

i t s pr i or i t i e s . We a g r e e t hat t hi s ma y be n e c e s s a r y f or t he l ong t e r m s ol ut i on.

Ho we v e r , que s t i ons s u c h a s t he f ut ur e r ol e of t he F HA, t he ne e d f or cont i nui ng

hous i ng pr oduc t i on s ubs i d i e s , a n d t he r ol e of t he pr i va t e e nt e r pr i s e bui l de r i n

t he r ehabi l i t at i on pr oc e s s , a r e s u c h i mpor t a n t que s t i ons o f publ i c pol i cy, t ha t

we be l i e ve t he Su b c o mmi t t e e i s a ppr oa c h i ng t he p r o b l e m c or r e c t l y b y di vi di ng

i t sel f i nt o t a s k f or c e s t o e xp l or e t he s e i s s ue s i n- dept h.

Pe n d i ng t he r e por t of t he t a s k f o r c e s a nd t he oppor t uni t y of t he n e w

Admi ni s t r a t i on t o e x a mi n e t he ma n y di f f e r ent a s pe c t s of hous i ng, we s h a r e

Se c r e t a r y Ha r r i s ' v i e w t hat we s houl d wo r k t o i mp l e me n t f ul l y t he wi de - r a n ge

of p r o g r a ms t hat a r e a l r e a dy l a w, ma k i n g wh a t e v e r modi f i c a t i ons a r e ne e de d

i n t he s t a t ut es t o i mp r o v e t hei r ef f i c i ency or e f f ec t i ve nes s .

Ext e ns i on of F HA I ns ur i ng Aut hor i t y

Th u s , a p a r a mo u n t c o nc e r n of ou r s i s wi t h t he e x t e ns i on of t he aut hor i t y

of H U D t o i ns ur e mo r t g a g e s a nd l oa ns u n d e r t he va r i ous s e c t i ons of t he

Na t i ona l Hou s i ng Ac t unt i l Se p t e mb e r 30 , 197 8 . We s uppor t t hi s e xt e ns i on.

We u r ge t ha t t he 221( d) ( 2) p r o g r a m be e x t e nde d a l ong wi t h al l t he ot he r F HA

p r o g r a ms . I t s l o we r d o wn p a y me n t pr ovi s i ons a nd l onge r ma t ur i t i e s ( up t o

4 0 y e a r s ) s houl d b e r e t a i ne d f or f ut ur e u s e wh e r e a ppr opr i a t e . We a l s o

be l i eve t hat Co n g r e s s i n e xt e ndi ng t hi s aut hor i t y s houl d c ont i nue t o ve s t i n

8 6 - 0 8 5 0 - 7 7 - pt . 3 - 3 9

(
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t he Se c r e t a r y t he p o we r a dmi ni s t r a t i ve l y t o es t abl i s h i nt e r es t r a t e s f or

F H A i ns ur e d l oa ns .

We a r e p l e a s e d t o not e t ha t a mo n g t he p r o g r a ms , f or whi c h t he

Se c r e t a r y i s r e que s t i ng a n e xt e ns i on, a r e t he 2 3 5 a n d 2 3 6 p r o g r a ms . I t h a s

l ong b e e n o u r pos i t i on t ha t t he Se c t i on 2 3 5 h o me o wn e r s h i p p r o g r a m i s

pr o ba bl y t he be s t t ool t ha t H U D p o s s e s s e s f or e x t e ndi ng t he benef i t s of

h o me o wn e r s h i p t o l o we r i n c o me f a mi l i e s . Se c t i on 2 3 5 pr ov i de s f a mi l i e s

wi t h i nt e r es t s u bs i dy a s s i s t a nc e t o a s l o w a s 1 %, t h e r e b y a l l owi ng H U D

t he abi l i t y t o t ai l or a f a mi l y ' s mo nt h l y p a y me n t t o a my r i a d of s i t ua t i ons .

At o u r r e c e nt N A H B Bo a r d of Di r e c t or s ' Me e t i ng , t hr e e r e s ol ut i ons

we r e a dopt e d r e a f f i r mi ng o u r s up por t of Se c t i on 23 5 , r e que s t i ng a n

i nc r e a s e i n Sec t i on 2 3 5 mo r t g a g e l i mi t s , a n d e ndor s i n g t he r eac t i va t i on of

t he Se c t i on 2 3 6 p r o g r a m a s a c o mp l e me n t a r y p r o g r a m t o Se c t i on 8 . ( Se e

At t a c h me nt s A, B a n d C. ) We f ul l y e n d o r s e a n d s up por t HUD' s p r opos a l

f or i nc r e a s i ng t he Se c t i on 2 3 5 ma x i mu m mo r t g a g e l i mi t s . Th e s e i nc r e a s e s

a r e n e c e s s a r y t o r e f l ec t t he ef f ec t s of i nf l at i on.

F H A Mo r t g a g e a n d Do wn p a y me n t Re q u i r e me n t s

Ce nt r a l t o o u r ef f or t s of me e t i ng t he hous i ng ne e d s of mi d dl e - i n c o me

f a mi l i e s i s t he Fe d e r a l Ho u s i n g Admi ni s t r a t i on. We a r e p l e a s e d t ha t bot h

t he F o r d a n d t he Ca r t e r Admi ni s t r a t i ons h a v e r e c ogni z e d t he i mpor t a n t

r es pons i bi l i t y of F H A i n me e t i n g t he non- pa r t i s i a n goa l of h o me o wn e r s h i p

f or t he Ame r i c a n f a mi l y . Bo t h Admi ni s t r a t i ons h a v e ma d e i dent i ca l
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r e c o mme n d a t i o n s f or a r educ t i on i n F H A d o wn p a y me n t r e qu i r e me nt s , whi l e

r ec ogni z i ng t he ne e d f or i nc r e a s e d mor t ga g e l i mi t s .

NAHB s uppor t s HUD' s p r opos a l f or i nc r e as i ng t he s i ngl e - f ami l y

mo r t g a g e l i mi t s of Se c t i ons 203 , 2 2 2 a nd 234 of t he Na t i ona l Hous i ng Ac t

t o $60 , 000. Suc h a n i nc r e a s e , we be l i eve , i s j us t i f i ed, ba s e d o n i nc r e a s e s

i n c os t s a nd s a l e s pr i ce s i nce t he pr e s e nt l i mi t of $ 45 , 000 wa s f i r s t

p r opos e d i n 1973. I n t he pe r i od of 1973 t o 1976, f or i ns t ance , t he me d i a n

s a l e s pr i ce of a n e w h o me c ons t r uc t ed und e r t he Se ct i on 203 ( b ) p r o g r a m

i nc r e a s e d 4 1 . 3 %, whi l e t he me d i a n cons t r uc t i on c os t pe r s qua r e f oot

i nc r e a s e d 3 3 . 6 %. Dur i ng t hi s s a me pe r i od, t he me d i a n s a l e s pr i ce of al l

n e w hous i ng i nc r e a s e d 3 6 % a nd t he whol e s a l e pr i ce i ndex f or al l cons t r uc t i on

ma t e r i a l s i nc r e a s e d 3 9 %.

Whi l e i t i s di f f i cul t t o a r r i ve at mo r t ga ge a mo u n t s f or t wo , t hr e e

a nd f our uni t s t r uc t ur e s , we bel i eve t hat t he r e mu s t be a mo r e r eal i s t i c

r el at i ons hi p be t we e n t he s e mo r t g a g e a mo u n t s a nd t he p r opos e d s i ngl e - f ami l y

l i mi t s . Th i s r el at i ons hi p ha s not be e n ma i nt a i ne d s i nce 1961. At t hat

t i me , t he t wo a nd t hr e e uni t mo r t g a g e l i mi t wa s 1 0 % a bove t he s i ngl e - f ami l y

l i mi t , a nd t he f our - uni t l i mi t wa s 4 0 % a bove . We be l i eve t hat at l ea s t

t hi s r el at i ons hi p s houl d be ma i nt a i ne d a nd t hat a s e pa r a t e , hi ghe r a mo u n t

s houl d be pr ovi ded f or a t hr e e - f a mi l y uni t s t r uc t ur e. Th u s , we u r ge t hat

t he mo r t g a g e l i mi t f or a t wo- uni t s t r uc t ur e be i nc r e a s e d t o $66, 000; t hat

t he l i mi t f or a t hr e e - f ami l y uni t be s e t at $75, 000; a nd t hat t he f our - f a mi l y

uni t mo r t ga ge l i mi t be i nc r e a s e d t o $84 , 000 .
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We a l s o r e c o mme n d t hat , whi l e t he Su b c o mmi t t e e i s c ons i de r i ng

c h a n g e s i n t he F H A s i ngl e - f a mi l y l i mi t s , c ons i de r a t i on b e gi ve n t o

i nc r e a s i ng t he mo r t g a g e l i mi t s f or t he c onve nt i ona l s e c o n d a r y ma r k e t

ope r a t i ons of F N MA a n d F H L MC . We unde r s t a nd t ha t t he Fe d e r a l Na t i ona l

Mo r t g a g e As s oc i a t i on i s r e c o mme n d i n g t ha t t he i r p r e s e n t l i mi t of $ 5 5 , 0 0 0

b e i nc r e a s e d b y 2 5 %. We s uppor t t hi s r e c o mme n d a t i o n .

Th e p r o b l e m of i nc r e a s e d hous i ng c os t s a l s o i s a f f ect i ng t he abi l i t y

of Fe d e r a l s a v i ngs a n d l oa n a s s oc i a t i ons t o ma k e n e w h o me l oa ns i n c e r t a i n

of o u r h i ghe r c os t me t r opol i t a n a r e a s . Whi l e we r e a l i z e t hat j ur i s di ct i on

f or t he n e c e s s a r y c h a n g e s i n t he Ho me Own e r s Lo a n Ac t of 19 3 3 r e s t s

wi t h a no t he r Su b c o mmi t t e e , we woul d h o p e t hat a ppr opr i a t e c h a n g e s wi l l

b e a p p r o v e d t o t ha t Ac t t o r ef l ec t i nc r e a s e d c os t l e ve l s .

Be s i d e s a n i nc r e a s e i n F HA' s s i ngl e - f a mi l y mo r t g a g e l i mi t s , we

s uppor t t he n e e d f or a r e duc t i on i n d o wn p a y me n t r e q u i r e me nt s . Wi t hout a

s i gni f i cant r e duc t i on i n pr e s e n t d o wn p a y me n t s c he dul e s , ma n y f a mi l i e s

wi l l f i nd t ha t t he F H A p r o g r a ms a r e us e l e s s t o t h e m, un l e s s t he y h a v e

s ubs t ant i a l c a s h r e s e r v e s wi t h wh i c h t o me e t t he he f t y d o wn p a y me n t

r e q u i r e me n t s . We e nd o r s e HUD' s r e c o mme n d a t i o n t hat t he d o wn p a y me n t

f or t he a mo u n t of a l oa n i n e x c e s s of $ 2 5 , 0 0 0 b e r e du c e d t o 5 %.

We not e t hat HU D h a s not p r o po s e d a n y c ha n g e s i n t he mo r t g a g e

l i mi t s o r d o wn p a y me n t r e q u i r e me n t s f or t he 2 2 0 h o me o wn e r s h i p p r o g r a m.

Th i s p r o g r a m h a s b e e n us e f ul i n u r b a n r e n e wa l a r e a s a n d we u r g e t hat t he

s a me c h a ng e s b e p r ov i de d f or i t .
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An n u a l Cont r i but i ons Cont r a c t Aut hor i t y

T o a d d r e s s l o w- i n c o me hous i ng ne e d s , H U D p r o p o s e s t o r e l y o n

t he Sec t i on 8 l e a s e d hous i ng p r o g r a m a s t he p r i ma r y me a n s of pr ovi di ng

de c e n t , s a f e a nd s a ni t a r y hous i ng . We s uppor t t he Admi ni s t r a t i on' s

r e que s t f or a n addi t i ona l $ 1 . 2 bi l l i on i n a nnu a l c ont r i but i on c ont r a c t

aut hor i t y f o r t he publ i c hous i ng a n d Sec t i on 8 p r o g r a ms f or f i s ca l y e a r 1978 .

Wi t h r e s pe c t t o Se c t i on 8 , we h a v e t wo ove r r i d i ng c o n c e r n s :

( 1 ) we be l i eve t ha t t he s ubs i di z e d hous i ng p r o g r a ms a r e be i ng u n d e r mi n e d

b y t he unr ea l i s t i c f o r mu l a us e d i n t he ca l cul a t i on of budge t aut hor i t y; a nd

( 2 ) we a r e c o n c e r n e d wi t h t he t i l t of t he Se c t i on 8 p r o g r a m t o wa r d exi s t i ng

hous i ng. We be l i eve t ha t t he l at t e r r e s ul t s s ubs t ant i a l l y f r o m t he f o r me r

a s we l l a s f r o m t he p r e s s ur e s e xe r t e d o n s o me l ocal i t i es t o ove r s t a t e i n

t hei r Hou s i ng As s i s t a nc e Pl a ns t he n e e d f or exi s t i ng hous i ng. At a t i me

wh e n t he na t i ona l r e nt a l v a c a nc y r a t e h a s d r o p pe d s ha r p l y a n d t he r e i s a n

unque s t i one d n e e d f or n e w mul t i f a mi l y hous i ng , i t s e e ms i na ppr opr i a t e

t o pl a c e a h e a v y r e l i anc e o n exi s t i ng hous i ng t o me e t t he na t i on' s

s ubs t ant i a l l o w a nd mo d e r a t e i n c o me hous i ng ne e ds .

Unl i ke mo s t o t he r Fe d e r a l p r o g r a ms , t he hous i ng p r o g r a ms f or

l o w a n d mo d e r a t e i n c o me f a mi l i e s f unc t i on wi t h t he u s e of c ont r a c t a ut hor i t y

whi c h wi l l b e us e d o v e r mul t i - y e a r pe r i ods . Th e a mo u n t of c ont r a c t

aut hor i t y r e s e r ve d , e s pe c i a l l y u n d e r t he Sec t i on 8 p r o g r a m, i s s ubs t ant i al l y

i n e x c e s s of wha t wi l l b e pa i d out i n a n y o n e ye a r . Suf f i ci ent c ont r a c t

aut hor i t y i s s e t a s i de f or e a c h uni t t o p a y t he f ul l r e nt - - a s i t uat i on t hat
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wi l l on l y o c c u r i f t he a s s i s t e d l o w- i n c o me oc c u pa nt h a s n o i n c o me . Th i s

i s hi ghl y unl i ke l y i n mo s t c a s e s . Ho we v e r , wh e n t he s e ma x i mu m pos s i bl e ,

but unl i ke l y, a mo u n t s a r e mul t i pl i ed b y 1 5 y e a r s f or exi s t i ng hous i ng o r

2 0 - 4 0 y e a r s f or n e w hous i ng , h u g e a mo u n t s r es ul t . Th e r e f o r e , t he mo r e

c ont r a c t aut hor i t y t ha t c a n b e s hi f t ed i nt o exi s t i ng hous i ng , t he l e s s e r t he

a mo u n t of budg e t aut hor i t y.

We u r ge t hi s Su b c o mmi t t e e t o cal l u p o n t he Bu d g e t Co mmi t t e e t o

c o me u p wi t h a mo r e e qui t a bl e ca l cul a t i on of budge t aut hor i t y f or t he l o w

a n d mo d e r a t e i n c o me hous i ng p r o g r a ms . Af t e r al l , t he budge t aut hor i t y

f or n o ot he r o n- go i ng Fe d e r a l p r o g r a m i s c a l c ul a t ed i n a s i mi l a r f a s hi on - -

a f a s hi on c a l c ul a t ed ul t i ma t e l y t o de s t r oy s uppor t f or a r e a s ona bl e l e ve l

of a s s i s t a nc e f or l o w a nd mo d e r a t e hous i ng , e s pe c i a l l y n e w c ons t r uc t i on.

F o r o v e r t wo a n d one - ha l f y e a r s , we h a v e wa i t e d a s H U D h a s

t i nke r e d wi t h t he Se c t i on 8 p r o g r a m. Wh e t h e r Sec t i on 8 wi l l e v e r b e c o me

a vi abl e p r oduc t i on p r o g r a m, we can' t a s s u r e y ou t oda y b e c a u s e t he r e a r e

ma n y obs t a c l e s p r e ve n t i ng i t s wi d e - s p r e a d us e . Ho we v e r , we be l i e ve t ha t

Se c r e t a r y Ha r r i s a n d h e r s t af f h a v e s e r i ous l y a na l yz e d t he ma j o r

i mp e d i me n t s of t he p r o g r a m a n d we s up por t t he H UD i ni t i at ed r e c o mme n d a t i o n s

f or c h a n g e s i n t he p r o g r a m a l ong wi t h s e ve r a l of o u r o wn s ugge s t i ons .

We we r e p l e a s e d b y t he Ba nk i n g Co mmi t t e e ' s r e c e nt ac t i on a me n d i n g

Se c t i on 8 t o p e r mi t H UD t o e nt e r i nt o t hi r t y- ye a r hous i ng a s s i s t a nc e p a y me n t

c ont r a c t s i n o r d e r t o e n c ou r a g e t he c onve nt i ona l f i na nc i ng of Sec t i on 8

pr oj e c t s . A s e c o n d c h a n g e r e c o mme n d e d b y H U D wou l d p e r mi t t he p a y me n t
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of debt s e r vi c e at t r i but abl e t o unoc c upi e d dwe l l i ng uni t s f or a pe r i od of u p

t o on e ye a r f or al l Sec t i on 8 pr oj ec t s . Un d e r pr e s e nt l a w, t he s e p a y me n t s

a r e pe r mi t t e d onl y i n t he c a s e of pr oj ec t s wh o s e mor t g a ge s a r e c o- i ns ur e d

un de r Sect i on 24 4 of t he Na t i ona l Hous i ng Ac t .

Th e r e a r e s e ve r a l ot he r c ha nge s i n t he Sec t i on 8 p r o g r a m whi c h we

woul d s ugge s t . On e , we r e c o mme n d t he e na c t me nt of a pr ovi s i on t hat

woul d pe r mi t HUD t o ma k e debt s e r vi c e p a y me n t s o n unr e nt e d uni t s dur i ng

t he r ent - up pha s e of a pr oj ect . Two , we bel i eve t hat Sec t i on 8 s houl d be

a me n d e d t o pr ovi de t hat t he a nnua l a dj us t me nt i n t he hous i ng a s s i s t ance

p a y me n t cont r ac t , pe r mi t t ed onc e a pr oj ec t i s i n ope r a t i on, a l s o be ma d e

avai l abl e dur i ng t he cons t r uc t i on pe r i od of t he pr oj ect . Th e s e c ha n ge s

s houl d be benef i ci al I n at t r act i ng convent i ona l f i nanc i ng f or Sect i on 8 pr oj ec t s .

Whi l e ef f or t s a r e be i ng ma d e t o at t r act convent i ona l f i nanc i ng, we

a l s o be l i eve t hat at t ent i on mu s t be gi ven t o f aci l i t at i ng t he f i nanc i ng of

Sec t i on 8 pr oj ec t s i ns ur e d unde r t he F H A mul t i f ami l y p r o g r a ms . The r e f o r e ,

we u r ge t hat t he Su bc ommi t t e e c ons i de r , a s i t di d l as t ye a r i n connec t i on

wi t h H. R. 12945, a n a me n d me n t t o Sec t i on 8 t hat woul d pr ohi bi t HUD f r o m

us i ng a " r e nt c ompa r a bi l i t y" t es t i n conne c t i on wi t h F HA- i ns ur e d Sec t i on 8

pr oj ec t s . As l ong a s t he r ent s ne c e s s a r y t o s uppor t t he F HA pr oj ec t a r e

wi t hi n t he f ai r ma r k e t r ent s , n o f ur t he r r e nt t es t s houl d be r e qui r ed.

At t a ched a r e c opi e s of t wo r e s ol ut i ons by NAHB' s Bo a r d of Di r ec t or s

r e c o mme n d i n g f ur t he r c ha nge s i n t he p r o g r a m. ( At t a c hme nt s D a nd E) .
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Ot h e r H U D P r o g r a ms

N A H B i s ke e n l y i nt e r e s t ed i n t he d e v e l o p me n t of t e c hn i que s a i me d

a t p r e s e r va t i on of t he hous i ng s t oc k of exi s t i ng ne i gh bor ho ods a n d t he

r ehabi l i t a t i on of ne i ghb or ho ods wh e r e t he p r o c e s s of d e c a y h a s be gun .

Wi t hi n o u r As s oc i a t i on, we h a v e e s t a bl i s he d t wo s pe c i a l c o mmi t t e e s t o

s t udy t he p r o b l e ms of r ehabi l i t a t i on a n d a l s o t o s t udy t he p r o c e s s of u r b a n

r e de v e l o p me n t . Ma n y l oc a l h o me bui l de r a s s oc i a t i ons t hr oughout t he

c ount r y h a v e b e c o me i nvol ve d i n r ehabi l i t at i on a s pa r t of l oca l c o mmu n i t y

r e n e wa l ef f or t s . On e of t he mo s t i mpo r t a n t t ool s i n t hi s a r e a h a s b e e n

t he Se c t i on 3 1 2 r ehabi l i t a t i on p r o g r a m a n d we s up por t i t s e xt e ns i on.

On e of t he ma j o r p r o b l e ms f a c i ng t he h o me bui l di ng i ndus t r y i s a n

a de qua t e s uppl y of l a nd s ui t abl e f or bui l di ng. Loca l i t i e s mu s t de ve l op

r ea l i s t i c p l a ns t o p r ov i de f or f ut ur e c o mmu n i t y g r o wt h , i nc l udi ng hous i ng .

Con s e que nt l y , we e n d o r s e HUD' s r e que s t f or i nc r e a s e d f unds f or t he

Se c t i on 701 c o mp r e h e n s i v e pl a nni ng gr a nt s p r o g r a m. I n t hi s c onne c t i on,

we d o not be l i e ve t ha t t he t ype of pl a nni ng pe r mi t t e d u n d e r t he Co mmu n i t y

De v e l o p me n t Bl o c k Gr a n t P r o g r a m c a n b e s ubs t i t ut ed f or t he b r o a de r ,

c o mmu n i t y - wi d e pl a nni ng pos s i bl e u nd e r t he 701 P r o g r a m. We a r e

e s pe c i a l l y c o nc e r n e d t ha t t he 701 r e q u i r e me n t f or a hous i ng e l e me n t , not

c ont a i ne d i n t he Co mmu n i t y De v e l o p me n t l egi s l a t i on, not b e a voi de d, a s

wo ul d b e pos s i bl e i f HUD' s p r opos a l t o f und l a r ge ci t y a nd u r b a n c ount y

c o mp r e h e n s i v e pl a nni ng t h r ough t he C D p r o g r a m pr e va i l s .
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Al s o p r o p os e d b y H U D f or e xt e ns i on i s t he Na t i ona l F l o o d I n s ur a nc e

P r o g r a m. Ce r t a i nl y, t he pe r i l t o l i f e a nd pr ope r t y c a u s e d b y f l oodi ng

j us t i f i es t he e xt e ns i on of t hi s p r o g r a m. Ho we v e r , t he r e h a v e b e e n ma n y

p r o b l e ms wi t h t he a dmi n i s t r a t i on of t he p r o g r a m wh i c h we be l i e ve h a ve

unne c e s s a r i l y r es t r i c t ed t he avai l abi l i t y of de ve l opa bl e l a nd. Amo n g t he s e

i s t he u s e of t he 1 0 0- y e a r f l ood l eve l f o r t he p ur p o s e of d e t e r mi n i n g f l ood-

p r o n e a r e a s . We be l i eve t ha t a mo r e a ppr opr i a t e ba s i s f or t hi s p u r p o s e

wo ul d b e t he 5 0- y e a r f l ood l eve l . Th i s s t a nda r d wa s us e d b y H U D a n d VA

f or ma n y ye a r s , a nd we be l i eve i t t o b e mo r e r eal i s t i c, whi l e st i l l

mi n i mi z i n g t he e x p o s u r e of t he Fe d e r a l g o v e r n me n t . Pl e a s e s e e

At t a c hme n t F f or a r e s ol ut i on a dopt e d b y o u r Bo a r d of Di r e c t or s o n t hi s

ma t t e r .

Ru r a l Ho us i n g

F o r t oo ma n y y e a r s , t he hous i ng a n d c o mmu n i t y d e v e l o p me n t n e e d s

of r u r a l Ame r i c a h a v e b e e n i gnor e d o r ne gl e c t e d. F o r e x a mp l e , t he

mo r t g a g e l i mi t s u n d e r t he 2 0 3 ( i ) p r o g r a m, a ut hor i z i ng F H A t o i ns ur e

mo r t g a g e s f o r t he pu r c h a s e of s i ngl e - f a mi l y h o me s i n out l yi ng a r e a s , h a v e

not b e e n i nc r e a s e d s i nc e 19 69 , wh e n t he p r e s e n t ma x i mu m mo r t g a g e

a mo u n t of $ 1 6 , 2 0 0 wa s f i xe d. At t ha t t i me t he 20 3 ( b ) l i mi t wa s s e t at

$ 33 , 0 0 0 . T o r e s ot r e a t l ea s t t he s a me r e l a t i ons hi p a s exi s t ed i n 1 969 , we

r e c o mme n d t ha t t he 2 0 3 ( i ) l i mi t b e i nc r e a s e d t o $3 0 , 0 00 .

Th e F a r me r s Ho me Admi ni s t r a t i on , a s c on t r a s t e d wi t h H U D- F HA,

h a s d o n e a r e ma r k a b l e j ob wi t hi n t he pa s t s i x y e a r s of a t t e mpt i ng t o me e t
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t he hous i ng n e e d s of r u r a l r e s i de nt s . Th e Se c t i on 5 0 2 h o me o wn e r s h i p

p r o g r a m a n d t he Se c t i on 5 1 5 r ur a l r e nt a l p r o g r a m h a v e b e e n t he ma i n s t a y s

of F mHA' s ef f or t s t o p r ov i de de c e nt , mo d e s t pr i c e d hous i ng . We s houl d

l i ke t o ca l l yo u r a t t ent i on, h o we v e r , t o o u r c o n c e r n t ha t t he $ 1 . 3 5 6 bi l l i on

f undi ng l eve l f or t he Ru r a l Ho u s i ng I ns ur a nc e F u n d r e c o mme n d e d b y t he

Ca r t e r Admi ni s t r a t i on, whi l e a n i n c r e a s e o v e r t he F o r d Bu d g e t pr opos a l ,

i s st i l l i na de qua t e i n r e a c h i ng a goa l of 1 00 , 0 0 0 n e w hous i ng s t a r t s u n d e r

t he Se c t i on 5 0 2 a nd Se c t i on 5 1 5 p r o g r a ms .

An ot h e r c o n c e r n i n t hi s a r e a f l ows f r o m t he k n o wl e dg e t ha t

g o v e r n me n t r e f o r m i s a pr i or i t y i t e m f or t he n e w Admi ni s t r a t i on . Ou r

i ndus t r y a ppr e c i a t e s t he n e e d f or s i mpl i f i ca t i on of t he Fe d e r a l or ga ni z a t i ona l

s t r uc t ur e , bu t we a l s o k n o w t hat g o v e r n me n t r e or ga n i z a t i on d o e s not

a ut oma t i c a l l y r e s ul t i n be t t e r publ i c s e r v i c e . Ou r i ndus t r y i s st i l l wi nc i ng

f r o m t he a i ml e s s a nd mi s g u i de d r e or ga ni z a t i on s e ve r a l y e a r s a g o of t he

Fe d e r a l Ho u s i n g Admi ni s t r a t i on wi t hi n HUD. So o u r Bo a r d of Di r e c t or s

h a s di r ec t e d N A H B t o o p p os e a n y ef f or t s t o me r g e F m H A i nt o H U D o r a n y

ot he r e f f or t s t o di l ut e F mHA' s p r i ma r y r es pons i bi l i t y f or r ur a l hous i ng .

( Se e At t a c h me n t G. )

Mi d dl e I n c o me Ho us i n g

Eme r g e n c y Ho me Pu r c h a s e As s i s t a nc e Ac t

Du r i n g t he hous i ng de pr e s s i on of 1 9 7 4 - 7 5 wh e n s c a r c e mo r t g a g e

mo n e y a n d e x t r e me l y hi gh mo r t g a g e i nt e r es t r a t e s c o mb i n e d t o dr i ve
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hous i ng cons t r uc t i on act i vi t y d o wn t o unpr e c e nde nt e d l o ws , a ve r y ba d

s i t uat i on mo s t l i kel y woul d ha ve b e c o me a di s a s t r ous on e i f i t ha d not

be e n f or t he e na c t me nt of t he Eme r g e n c y Ho me Pu r c h a s e As s i s t a nc e Ac t ,

mo r e c o mmo n l y k n o wn a s t he Br o o k e - Cr a ns t on Ac t . Th i s Ac t , whi c h

wa s cont i nued b y t he Eme r g e n c y Hous i ng Ac t of 1975, p u mp e d bi l l i ons

of dol l ar s i nt o t he convent i ona l mo r t ga g e ma r k e t at i nt er e s t r a t e s

s ubs t ant i al l y be l ow t hos e ot he r wi s e avai l abl e.

Th e mi l d r e c ove r y t o 1 . 54 mi l l i on hous i ng uni t s s t ar t ed i n 1976

woul d not ha ve be e n pos s i bl e wi t hout t hi s l egi s l at i on. Ev e n t oda y f unds

a r e st i l l be i ng ma d e avai l abl e at a 7 1 / 2 pe r c ent i nt er es t r a t e f or F HA

mul t i f a mi l y pr oj ec t s a nd pr oba bl y pr ovi di ng t he pr i nc i pal i mpe t us t o t he

mi l d ups wi ng i n mul t i f ami l y cons t r uct i on t hat h a s oc c ur r e d i n t he l as t

s e ve r a l mont h s .

Th o s e wh o ha ve be e n he l ped t o obt ai n hous i ng unde r t he p r o g r a m

ha ve be e n gene r a l l y mi dd l e - i n c o me h o me pur c ha s e r s wh o nor ma l l y woul d

ha ve us e d convent i ona l mo r t ga g e f i nanci ng, but f ound t he ms e l ve s pr i c ed

out of t he ma r k e t a s a r es ul t of hi gh mo r t ga g e i nt er es t r a t e s .

Th e Br oo k e - Cr a ns t on P r o g r a m wa s hi ghl y s ucc es s f ul i n

a c c ompl i s hi ng i t s p r i ma r y pur pos e of s pur r i ng i nc r e a s e d hous i ng

cons t r uc t i on. Whi l e t he ne e d f or i t ha s l e s s e ned s o me wh a t at l e as t i n

t he s i ngl e f a mi l y a r e a , we f eel v e r y s t r ongl y t hat t he p r o g r a m s houl d

r e ma i n avai l abl e f or i mme d i a t e us e i n t he f ut ur e i f ne e de d. I f s uc h a

p r o g r a m ha d be e n o n t he books i n 1974, i t mi gh t ha ve be e n pos s i bl e t o
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pr e ve nt t hi ngs f r o m get t i ng a s ba d a s t hey di d be f or e i t wa s e na c t ed l at e

t hat ye a r . We t he r e f or e u r ge t hat t he p r o g r a m b e e xt ende d f or anot he r

ye a r be yond i t s expi r at i on da t e , t o Se p t e mb e r 3, 1978.

Co mmo n Se ns e Subs i dy P r o g r a m

We a r e mo s t c onc e r ne d a bout t he i nc r ea s i ng pe r c e nt a ge of

Ame r i c a n f ami l i e s wh o a r e una bl e t o e nt e r t he n e w hous i ng ma r ke t .

Whi l e adopt i on of t he l egi s l at i ve p r opos a l s t hat I ha ve di s cus s e d woul d

g o a l ong wa y t o wa r d s e a s i ng t he nat i on' s hous i ng p r ob l e ms , t he r e i s st i l l

a s i gni f i cant por t i on of o ur popul a t i on wh o f i nd t he goa l of h o me o wn e r s h i p

be yond t hei r gr a s p . Th e s e a r e t hos e f ami l i e s i n t he l o we r mi dd l e- i n c o me

br a c ke t s wh o ha ve be e n pr i ced out of t he ma r k e t a s a r e s ul t of hi gh

mor t ga g e i nt er es t r a t e s .

To he l p f i l l t hat ga p , t he Na t i ona l As s oc i a t i on of Ho me Bui l de r s ha s

de ve l ope d a Co mmo n Se ns e Hous i ng Subs i dy P r o g r a m a i me d at me e t i ng t he

ne e d s of mi dd l e- i n c o me f ami l i e s a nd c ompl e me n t i ng t he va r i ous ot he r

hous i ng p r o g r a ms n o w o n t he books .

Ou r p r opos e d p r o g r a m i s act ual l y t wo p r o g r a ms . Th e f i r s t woul d

pr ovi de a s s i s t ance f or t he pur c ha s e of u p t o 100, 0 0 0 n e w or s ubs t ant i al l y

r ehabi l i t at ed uni t s e a c h ye a r i n i nne r ci t y ne i ghbor hoods . Th e s e c ond

woul d pr ovi de a s s i s t ance f or t he pur c ha s e of up t o 300 , 000 s uc h uni t s e a c h

ye a r i n ot he r u r ba n a nd s ubur ba n a r e a s . To e nc our a ge t he pr ovi s i on of

hous i ng i n i nne r ci t y ne i ghbor hoods , t he t e r ms woul d be s o me wh a t mo r e

l eni ent a nd t he p r o g r a m woul d be avai l abl e t o a nyone r e ga r dl e s s of i nc o me .
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Un d e r t he s e c ond p r o g r a m, a f a mi l y c oul d not ha ve a n i n c o me i n e xc e s s

of 150 pe r cent of t he me d i a n i n c o me f or i t s a r e a .

Bot h p r o g r a ms pr ovi de a s s i s t a nce t hr ough t he me a n s of r e duc i ng

mo r t ga ge i nt er es t r a t e s b y u p t o 3 pe r cent , but not be l ow 6 pe r cent ,

de pe ndi ng upon t he pur c ha s e pr i ce of t he h o me . Th e hi ghe r t he pr i ce of

t he h o me , t he s ma l l e r woul d be t he a s s i s t ance , wi t h a ma x i mu m pur c ha s e

pr i ce of $ 50 , 000 i n ke e pi ng wi t h t he p r o g r a m' s goa l of as s i s t i ng mi ddl e-

i n c o me f ami l i e s .

Un d e r bot h p r o g r a ms t he Go v e r n me n t woul d r e c a pt ur e t he a s s i s t ance

upon t he s a l e of t he hous e t o t he ext ent t hat t he r e we r e s uf f i ci ent pr oc e e ds .

Be c a u s e we l ook upon t he p r o g r a m a s a p e r ma n e n t o ne t o be us e d r e ga r d l e s s

of ot he r e c o n omi c condi t i ons , t hi s r e c apt ur e a s pe c t s houl d ul t i mat el y r e s ul t

i n t he p r o g r a m be i ng vi r t ual l y s el f - s us t ai ni ng i n l at er ye a r s .

We u r ge t hat t he Su bc o mmi t t e e gi ve s e r i ous cons i de r a t i on t o t hi s

p r opos a l i n conj unc t i on wi t h t he l egi s l at i on i t ha s be f or e i t t hi s ye a r .

We c o mme n d t o your at t ent i on t he det ai l ed des c r i pt i on of t he p r o g r a m whi c h

i s a t t ached t o your s t a t eme nt .

Th a n k you f or t hi s oppor t uni t y t o a ppe a r t oday.
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A T T A C H ME N T " A "

NAHB RESOLUTI ONS

J a nu a r y 2 5 , 19 77
Da l l a s , Te xa s

COMMI TTEES ON REHABI LI TATI ON/ REMODELI NG AND ASSI STED HOUSI NG

SUPPORT OF REACTI VATI ON OF SECTI ON 2 3 5

WHEREAS, Se c t i o n 2 35 wa s mo s t e f f e c t i v e i n pr o vi d i ng home owne r s hi p
op por t u ni t i e s f or l o w a nd mo de r a t e i n c ome f a mi l i e s , a nd

WHEREAS, t he r e i s no o t he r pr ogr a m whi c h s e r ve s t h i s ne e d e f f e c t i ve l y ,

NOW, THEREFORE, BE I T RESOLVED, t ha t t he Na t i on a l As s oc i a t i on o f Ho me
Bui l de r s r e a f f i r m i t s po l i c y by ur g i ng t he Ad mi ni s t r a t i o n t o i mpl e me n t
t he 2 35 Pr o gr a m t o t he f u l l e s t e x t e n t a u t h or i z e d by l a w.
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A T T A C H ME N T " B "

NAHB RESOLUTI ONS

J a nu a r y 2 5 , 1 9 7 7
Da l l a s , Te x a s

COMMI TTEE ON ASSI STED HOUSI NG

I NCREASE I N SECTI ON 2 3 5 MORTGAGE CEI LI NGS

WHEREAS, Se c t i on 2 35 of t he Na t i o na l Ho us i n g Ac t s pe c i f i e s mo r t ga g e l i mi t s
whi c h r e nde r t he 2 35 Pr o gr a m i nope r a b l e i n ma n y a r e a s o f t he c o u nt r y , a nd

WHEREAS, r a p i d i n c r e a s e s i n c ons t r u c t i on c os t s ha ve out s t r i p pe d i nc r e a s e s
i n s t a t u t or y mor t ga ge c e i l i ng s ,

NOW, THEREFORE, BE I T RESOLVED, t ha t NAHB ur ge Congr e s s t o a me nd t he Na t i o na l
Hous i ng Ac t t o gr a nt t o t he Se c r e t a r y o f t he De pa r t me nt of Hou s i ng a nd Ur ba n
De ve l op me nt t he a u t h or i t y t o i n c r e a s e t he mor t ga ge c e i l i ng s .
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NAHB RESOLUTI ONS

AT T AC HME NT " C"

J a nua r y 2 5 , 1 9 7 7
Da l l a s , Te x a s

CUMMI TTEES ON REHABI LI TATI ON/ REMODELI NG AND ASSI STED HOUSI NG

SUPPORT OF REACTI VATI ON OF SECTI ON 2 3 6

WHEREAS, Se c t i on 23 6 wa s mos t e f f e c t i ve i n pr o duc i ng s ound hou s i n g r e n t a l
opp or t u ni t i e s f or l o w a nd mo de r a t e i nc ome f a mi l i e s , a nd

WHEREAS, a va r i e t y of s ubs i dy p r ogr a ms s hou l d be a v a i l a b l e ,

NOW, THEREFORE, BE I T RESOLVED, t ha t t he Na t i o na l As s oc i a t i on o f Ho me
Bui l de r s e ndo r s e t he r e a c t i va t i o n , f u ndi ng a nd ope r a t i on of Se c t i on 2 3 6 ,
a nd s uc h modi f i c a t i o ns a s wi l l i mpr o ve i t s pe r f o r ma nc e , a nd a c o mpl e me nt a r y
r e nt s up pl e me nt pr o gr a m, whi c h wou l d a l l ow t e na nt q ua l i f i c a t i ons ba s e d o n
t he s a me c r i t e r i a a s t hos e us e d i n qu a l i f y i n g Se c t i on 8 t e na n t s .
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A T T A C H ME N T " D "

NAHB RESOLUTI ONS

J a nu a r y 2 5 , 1 9 7 7
Da l l a s , Te x a s

COMMI TTEE ON ASSI STED HOUSI NG

I MPROVEMENTS TO SECTI ON 8 PROGRAM

WHEREAS, r e gu l a t i o ns publ i s he d wi t h i n t he p a s t 1 2 mon t hs ha ve i mp r ove d t he
e f f e c t i v e n e s s of t he Se c t i on 8 pr og r a m, a nd

WHEREAS, s u bs t a n t i a l numbe r of s t a r t s a r e pr o j e c t e d f or t h i s c a l e nda r ye a r
ba s e d o n a l l o c a t i on o f f u nd s of Fi s c a l Ye a r s 1 97 4 , ' 7 5 , a nd ' 7 6 , a nd

WHEREAS, f und s a v a i l a b l e f or ne w c ons t r uc t i on Fi s c a l Ye a r 1 9 7 7 a p pr o pr i a t e d
wi t h out s pe c i a l s e t a s i d e pr i or i t y a r e pr a c t i c a l l y n on e x i s t e n t ,

NOW, THEREFORE, BE I T RESOLVED, t ha t NAHB ur ge t he Se c r e t a r y o f HUD t o :

1 . Cont i nue t he e f f or t t o r e mo ve unne c e s s a r y r e s t r i c t i on s
whi c h r e ma i n i n Se c t i o n 8 r e gu l a t i on s .

2 . Ur ge l oc a l HUD o f f i c e s t o s p e e di l y pr oc e s s pe ndi ng a nd
ne w a pp l i c a t i on s .

3. Pr ompt l y r e c ove r a l l oc a t i o ns f r om pr o j e c t s t ha t ha ve be e n
de t e r mi ne d t o be un f e a s i b l e a nd r e a l l oc a t e t he m t o ne w
a ppl i c a t i ons .

4 . Re vi e w a nd r e c a pt ur e a l l oc a t i on s pr e vi ous l y ma de t o
Se c t i o n 20 2 pr o j e c t s whi c h c a nn ot be g i n c ons t r uc t i on f or
a n e x t e nde d pe r i od of t i me .

5 . Re que s t s upp l e me nt a l a ppr opr i a t i on of Se c t i on 8 f un ds
t o t he f u l l e x t e n t pr e vi ous l y a u t h or i z e d .

8 6 - 0 8 5 0 - 7 7 - pt . 3 - 4 0
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A T T AC H ME NT " E "

NAHB RESOLUTI ONS

J a n u a r y 2 5 , 1 9 7 7
Da l l a s , Te x a s

COMMI TTEE ON ASSI STED HOUSI NG

SECONDARY MARKET FOR CONVENTI ONAL SECTI ON 8 MORTGAGES

WHEREAS, t he Se c r e t a r y o f HUD h a s e n c o u r a g e d t h e p a r t i c i p a t i o n o f c o n v e n t i o n a l
l e n d e r s i n p r o v i d i n g mo r t g a g e f i n a n c i n g Se c t i o n 8 p r o j e c t s , a n d

WHEREAS, mo s t c o n v e n t i o n a l l e n d e r s a r e r e l u c t a n t t o f i n a n c e s u c h p r o j e c t s wi t h -
o u t a v i a b l e s e c o n d a r y ma r k e t f o r s u c h mo r t g a g e s , a n d

WHEREAS, h o u s i n g f o r l a r g e r f a mi l i e s i n ne e d o f t h r e e a n d f o u r b e d r o o m u n i t s
i s b e i n g s u p p l i e d by t h e c o n s t r u c t i o n a n d l e a s i n g o f s i n g l e - f a mi l y d e t a c h e d
u n i t s a s s i s t e d b y a Se c t i o n 8 As s i s t a n c e Co n t r a c t ,

NOW, THEREFORE, BE I T RESOLVED, t h a t NAHB u r ge t h e Fe d e r a l Na t i o n a l Mo r t g a g e
As s o c i a t i o n t o a me n d i t s p r o po s e d r e g u l a t i o n s e s t a b l i s h i n g c o n v e n t i o n a l mu l t i -
f a mi l y ma r k e t by i n c r e a s i n g l o a n t o v a l u e r a t i o f o r p r o j e c t s wh i c h a r e t h e
r e c i p i e n t s of Se c t i o n 8 c o n t r a c t a n d

BE I T FURTHER RESOLVED, t ha t FNMA a me n d i t s Se l l e r s Gu i d e t o a l l o w t h e p u r c h a s e
o f mo r t g a g e s f i n a n c i n g s i n g l e f a mi l y , n o n- o wn e r o c c u p i e d h o me s , wh i c h a r e
c o v e r e d by a Se c t i o n 8 Ho u s i n g As s i s t a n c e Co n t r a c t .
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AT T A C H ME N T " F "

NAHB RESOLUTI ONS

J a n u a r y 2 5 , 1 9 7 7
Da l l a s , Te x a s

COMMI TTEE ON FEDERAL GOVERNMENTAL AFFAI RS

FLOOD I NSURANCE

WHEREAS, t h e 1 9 7 3 Fl o o d Di s a s t e r Pr o t e c t i o n Ac t d i r e c t s t h e De p a r t me n t o f
Ho u s i n g a nd Ur b a n De v e l o p me n t t o i d e n t i f y a l l " f l o o d - p r o n e a r e a s " i n t he
n a t i o n i n o r d e r t o d e t e r mi n e e l i g i b i l i t y f o r f l o o d i n s u r a n c e , a nd

WHEREAS, HUD h a s d e f i n e d " f l o o d - p r o n e a r e a " t o b e a n y a r e a wh i c h l i e s wi t h i n
a 1 0 0 y e a r f l o o d p l a i n , a n d

WHEREAS, t h i s d e f i n i t i o n i n c l u d e s ma n y a r e a s i n t h e c o u n t r y wh o s e c h a n c e s o f
b e i n g f l o o d e d a r e v i r t u a l l y n o n e x i s t e n t , a n d

WHEREAS, t h e l a n d us e c o n t r o l s a n d b u i l d i n g r e s t r i c t i o n s wh i c h a r e r e q u i r e d
i n t h e s e a r e a s i n o r d e r f o r h o me o wn e r s t o b e e l i g i b l e f o r f l o o d i n s u r a n c e
s e v e r e l y d i s c o u r a g e h o me f i n a n c i n g , h o me b u i l d i n g a nd h o me r e h a b i l i t a t i o n i n
t h e s e a r e a s , a nd

WHEREAS, a r e d e f i n i t i o n o f " f l o o d - p r o n e a r e a " a s a n y a r e a wh i c h l i e s wi t h i n
a 5 0 y e a r f l o o d p l a i n wi l l b e f a r mo r e r e a s o n a b l e wh i l e c o n t i n u i n g t o a s s u r e
a d e q u a t e p r o t e c t i o n ,

NOW, THEREFORE, BE I T RESOLVED, t ha t t h e Na t i o n a l As s o c i a t i o n o f Ho me Bu i l d e r s
ur g e s t he Co n g r e s s of t he Uni t e d St a t e s t o a me n d t he 1 9 7 3 Fl o o d Di s a s t e r
Pr o t e c t i o n Ac t t o d e f i n e " f l o o d - p r o n e a r e a s " a s a n y a r e a wh i c h l i e s wi t h i n
a 5 0 ye a r f l o o d p l a i n .
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NAHB RESOLUTI ONS

AT T AC HME NT " G"

J a n u a r y 2 5 , 1 9 7 7
Da l l a s , Te x a s

COMMI TTEE ON RURAL HOUSI NG AND DEVELOPMENT

SUPPORT OF THE FARMERS HOME ADMI NI STRATI ON

WHEREAS, t he Fa r me r s Ho me Ad mi n i s t r a t i o n h a s p r o v e n t o b e t h e mo s t v i a b l e
v e h i c l e f o r h o u s i n g r u r a l Ame r i c a n s , a n d

WHEREAS, t h e p r e s e n t Ad mi n i s t r a t i o n i s c o mmi t t e d t o g o v e r n me n t r e o r g a n i z a t i o n
a n d r e d u c i n g u n e mp l o y me n t , a n d

WHEREAS, t h e r u r a l c o u n t y o f f i c e s o f t h e Fa r me r s Ho me Ad mi n i s t r a t i o n h a v e
b e e n mo r e r e s p o n s i v e t o t h e h o u s i n g n e e d s o f r u r a l Ame r i c a t h a n a n y o t h e r
g o v e r n me n t a l a g e n c i e s ,

NOW, THEREFORE, BE I T RESOLVED, t h a t NAHB r e a f f i r ms i t s l o n g s t a n d i n g p o l i c y
t o t h e ne w Ad mi n i s t r a t i o n t o ma i n t a i n FmHA a s a s e p a r a t e e n t i t y a n d t o a l l o w
i t t o c o n t i n u e wi t h i n t he De p a r t me n t o f Ag r i c u l t u r e a n d e x p a n d i t s c o mmi t me n t
t o h o u s i n g r u r a l Ame r i c a by t h e p r o pe r i mp l e me n t a t i o n o f t h e h o u s i n g p r o g r a ms .
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H O ME P URCHAS E AS S I S TANCE ACT OF 1977

A C O MMO N S E NS E HOUS I NG S UBS I DY P R OGR AM

AS P ROP OS E D B Y T HE

NAT I ONAL AS S OCI ATI ON O F H O ME BUI L DE RS
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HI GHLI GHT S O F NAI I B C O MMO N S E NS E HOUS I NG S UBS I DY P R O G R A M

- - Two p r o g r a ms . Th e f i r s t woul d pr ov i de a s s i s t a nc e f or t he pur c ha s e
of up t o 100 , 000 hous i ng uni t s pe r ye a r a nd woul d be a i me d at pr ovi di ng
hous i ng i n i nner - c i t y ne i ghbor hoods . Th e s e c o nd woul d pr ovi de as s i s t a nc e
r or t he pu r c ha s e of up t o 3 0 0 . 0 0 0 uni t s p e r y e a r a nd be bas i ca l l y di r e c t ed
t o wa r d s u bu r ba n a r e a s , but woul d not be s o l i mi t e d.

- - - Rot h p r o g r a ms woul d pr ov i de a s s i s t a nc e i n c onne c t i on wi t h n e w or
s ubs t ant i al l y r ehabi l i t at ed s i ngl e - f a mi l y h o me s o r c o n d o mi n i u m uni t s .

- - - Un d e r e a c h p r o g r a m t he uni t s a ut hor i z e d a nnua l l y woul d be a l l ocat ed
a s f ol l ows :

P UR C HAS E P RI CE P E R C E NT AG E O F UNI TS

0 - $ 2 5 , 0 0 0 1 0 %
25. 001 - 3 0 , 0 0 0 2 0 %
30, 001 - 3 5 , 0 0 0 2 0 %
35, 001 - 40 , 0 0 0 2 0 %
40, 001 - 4 5 , 0 0 0 2 0 %
45, 001 - 5 0 . 0 0 0 1 0 %

- - Un d e r e a c h p r o g r a m t he i ni t i al mo r t g a g e i nt e r es t r a t e woul d be ba s e d
upon t he pu r c h a s e pr i c e of t he h o me . Th i s i nt er es t r a t e woul d r e ma i n unc ha n ge d
unde r t he i nner - c i t y p r o g r a m, but unde r t he s u b u r b a n p r o g r a m woul d
i nc r e a s e by 1/ 4% p e r a n n u m, unt i l t he ma r k e t i nt e r es t r a t e i n ef f ect a t t he
t i me t he mo r t g a g e wa s wr i t t en wa s r e a c he d .

- - - Th e i ni t i al mo r t g a g e i nt e r es t r a t e woul d be ca l cul a t ed by r e duc i ng t he
ma r k e t i nt e r es t r a t e by t he i nt e r es t pe r c e n t e s t abl i s hed f or t he p ur c ha s e pr i ce
c a t e gor y i n wh i c h t he h o me f al l s , but i n no c a s e b e l ow 6 %. Th e r e duc t i on b y
pu r c h a s e pr i ce c a t e gor y i s a s f ol l ows :

P UR C HAS E P RI CE I NT E RE S T P E R C E NT RE DUC T I ON

0 - $ 25 , 0 0 0 3 To

25 , 001 - 30 , 0 0 0 2 3 / 4 %
30, 001 - 3 5 , 0 0 0 2 1 / 2 %
35, 001 - 40 , 0 0 0 2 1 / 4 %

40, 001 - 4 5 , 0 0 0 2 %
45, 001 - 50 , 0 0 0 1 3 / 4 %

- - - I n t he c a s e of t he i nner - c i t y p r o g r a m, t he r e woul d be a on e - t i me f r on t - e nd
p a y me n t t o t he l e nde r , ba s e d o n a n e xpe c t e d a ve r a ge mo r t g a g e ma t ur i t y of
12 ye a r s , t o c o mp e n s a t e f or t he l o we r i nt e r es t r a t e c a r r i e d by t he mo r t g a g e .
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Fo r t he Nul ui r ban p r o g r a m, a n annua l p a y me nt woul d be ma d e t o t he l e nde r
i n a n a i re r unt equa l t o t he di f f er ence be t we e n wha t t he mor t g a ge pa yme nt s
f or pr i nei pl e and i nt er es t woul d ha ve be e n i f t he mor t g a ge c a r r i e d t he
ma r k e t i nt er es t r a t e i n ef f ect at t he t i me t he mor t ga ge wa s wr i t t en a nd
t he pr i nci pl e a nd i nt er es t pa y me nt s pai d pur s ua nt t o t he r e duc e d mor t g a ge
i nt er es t r at e f or t hat ye a r .

- - - To be el i gi bl e f or a s s i s t anc e unde r t he s ubur ba n p r o g r a m, a f a mi l y' s
i n c o me ma y not e xc e e d 1 5 0% of t he me d i a n f or i t s a r e a . Th e r e woul d be
no i n c o me l i mi t f or t he i nner - c i t y p r o g r a m.

- - - Und e r bot h p r o g r a ms , t he b or r o we r woul d be r equi r e d t o r e pa y t he
s ubs i dy pai d on hi s behal f by t he g o v e r n me n t at t he t i me he s ol d t he hous e ,
t o t he ext ent t hat hi s s a l e s p r oc e e ds we r e s uf f i ci ent . Th e mor t g a g e woul d be
a s s u ma bl e t hr ough t he f i r s t 12 ye a r s af t er i t i s wr i t t en, wi t h t he a s s u me r
t o r e pa y a ny s ubs i dy at t r i but abl e t o hi s pe r i od of owne r s h i p .

- - - Onl y convent i onal l y f i nanced mor t ga ge s woul d be el i gi bl e unde r ei t her
p r o g r a m.

- - - Bot h p r o g r a ms woul d be r un by GN MA .
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Fe b r u a r y 23 , 1977

H O ME P UR C HAS E AS S I S TANCE AC T O F 1977

Th i s Ac t i s de s i gned t o pr ovi de hous i ng f or mi ddl e - i n c o me f a mi l i e s
at af f or dabl e t e r ms . Be c a u s e of hi gh mo r t g a g e i nt er e s t r a t e s , a n i nc r ea s i ng
n u mb e r of mi dd l e- i n c o me f ami l i e s wh o c oul d ha ve a f f or ded t o b uy t hei r o wn
h o me i n t he pas t c a n n o l onge r d o s o. Th i s Ac t woul d aut hor i ze t he Go v e r n -
me n t Na t i ona l Mor t ga g e As s oc i a t i on ( GNMA) annua l l y t o pr ovi de Fe de r a l
a s s i s t ance f or t he pur c ha s e of 400 , 000 n e w or s ubs t ant i al l y r ehabi l i t at ed
h o me s . Th e a s s i s t a nce woul d be i n t he f o r m of p a y me nt s t o l e nde r s t o l owe r
t he h o me o wn e r s ' mo r t g a g e i nt er es t r at e .

Th e Ac t woul d pr ovi de f or t wo p r o g r a ms . I n r ecogni t i on of t he f act
t hat ma n y Ame r i c a n f a mi l i e s pr e f e r t o l i ve i n u r ba n ne i ghbor hoods but t hat
t he s e ne i ghbor hoods of t en l ack dece nt , ne wl y c ons t r uc t ed o r s ubs t ant i al l y
r ehabi l i t at ed hous i ng, t he f i r s t p r o g r a m woul d pr ovi de a nnua l a s s i s t anc e f or
t he pur c ha s e of 100 , 000 h o me s i n ol de r , u r ba n ne i ghbor hoods . Th e s e
ne i ghbor hoods woul d be t hos e des i gna t ed b y t he gove r ni ng body of t he uni t
of ge ne r a l l ocal g ov e r n me nt , pur s ua nt t o r egul at i ons i s s ue d by t he Se c r e t a r y
of HUD. Th e s e r egul at i ons woul d s e t gui del i nes f or t he t ype s of ne i ghbor -
hoods t hat woul d qual i f y, e . g. , a ge of pr e s e nt hous i ng s t ock a nd pot ent i al
l ong- t e r m avai l abi l i t y. Th e y woul d a l s o pr e s c r i be t he na t ur e of t he c o mmi t -
me n t s t hat t he gove r ni ng bod y woul d ha ve t o unde r t a ke , i n connec t i on wi t h
i t s 6es i gnat i on of t he ne i ghbor hood, f or t he upgr a di ng a nd ma i n t e na nc e of
publ i c f aci l i t i es a nd s e r vi c e s i n t he ne i ghbor hood. I n r ecogni t i on of t he
i mpor t a nc e of ma i nt a i ni ng t he vi t al i t y of t he s e ne i ghbor hoods wi t h a di ve r s e
popul a t i on, t he r e woul d be no i n c o me l i mi t s on t hos e el i gi bl e f or a s s i s t ance
a nd t he a s s i s t anc e woul d be mo r e ge ne r ous t ha n t hat ava i l abl e unde r t he
s e c ond p r o g r a m.

Th e s e c ond p r o g r a m woul d pr ovi de a nnua l a s s i s t anc e f or t he pur c ha s e
of 300 . 000 h o me s i n ot he r ur ba n o r s ubur ba n a r e a s . Onl y f ami l i e s wi t h
i n c o me s at o r be l ow 1 5 0 % of t he a r ea ' s me d i a n i n c o me woul d be el i gi bl e.
Fa mi l y i n c o me woul d be de t e r mi ne d a s unde r t he 2 35 p r o g r a m.

Bot h p r o g r a ms woul d c ove r n e w a nd s ubs t ant i al l y r ehabi l i t at ed s i ngl e -
f a mi l y h o me s a nd c o n d o mi n i u m uni t s cos t i ng $50 , 000 o r l e s s ( $62, 50 0 i n
Al a s ka , Gu a m a nd Hawa i i ) . Th e dwe l l i ng uni t mu s t be oc cupi ed by t he
pur c ha s e r a s hi s pr i nci pa l r e s i dence . Onl y convent i onal l y f i nanced mor t ga ge s
woul d be el i gi bl e f or t hi s a s s i s t ance .
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Ho me Pu r c h a s e As s i s t a nc e Ac t of 1 97 7 - 2

I n e a c h p r o g r a m t he a mo u n t of t he a s s i s t a nc e wo ul d d e p e n d on t he
s e c o n d a r y ma r k e t i nt e r es t r a t e i n ef f ect a t t he t i me t he mo r t g a g e i s
e xe c u t e d a nd t he p u r c h a s e pr i c e of t he h o me .

Th e ma r k e t i nt e r es t r a t e us e d t o d e t e r mi n e t he a mo u n t of a s s i s t -
a n c e woul d be t he a v e r a g e yi el d ( adj us t ed t o t he ne a r e s t o n e - qua r t e r pe r c e n t )
f or t he p r e c e di ng t h r e e mo n t h s of f our - mo n t h c o mmi t me n t s i s s ue d b y t he
Fe d e r a l Na t i ona l Mo r t g a g e As s oc i a t i on i n i t s c onve nt i ona l s e c o nd a r y ma r k e t
ope r a t i ons . Th i s r a t e wi l l b e d e t e r mi ne d b y G N MA a n d publ i s he d o n t he
f i r s t of e a c h mo n t h .

Th e pe r c e n t a ge b y whi c h t he mo r t g a g e i nt e r es t woul d b e r e du c e d
f r o m t he s e c o nd a r y ma r k e t r a t e wo ul d b e s c a l e d a c c or d i ng t o t he p u r c ha s e
pr i ce . Th e ma x i mu m a s s i s t a nc e p a y me n t woul d b e s uf f i ci ent t o l o we r t he
mo r t g a g e i nt e r es t r a t e b y t hr e e pe r c e n t a ge poi nt s , but not b e l o w a r a t e of 6/ 0:

P UR C HAS E P RI CE I NT E RE S T P E R C E N T RE DUC T I ON

$ 0 - $ 2 5 , 0 0 0 3 %
2 5 , 0 0 1 - $ 3 0 , 0 0 0 2 3 / 4 %
3 0 , 0 0 1 — 3 5 , 0 0 0 2 1 / 2 %
3 5 , 0 0 1 - 4 0 , 0 0 0 2 1/ 4%
4 0 , 0 0 1 - 4 5 , 0 0 0
45 , 00 1 - 5 0 , 0 0 0 1 3 / 4 %

Th e di f f er ent i al i n i nt e r es t r a t e s a mo n g di f f er ent p ur c h a s e pr i c e
c a t e gor i e s woul d a l wa y s b e ma i n t a i ne d, r e ga r dl e s s of t he ma r k e t i nt e r es t
r a t e . F o r i ns t a nc e , i f t he ma r k e t i nt e r es t r a t e wa s 8 1/ 2%, t he r e duc t i on
f or a h o me p ur c ha s e d a t a pr i c e of $ 2 5 , 0 0 0 o r l e s s woul d onl y b e 2 1/ 2%,
t o t he 6 % f l oor , a nd t he r e duc t i on f or a h o me p ur c h a s e d at a pr i c e b e t we e n
$3 5 , 0 01 a n d $ 4 0 , 0 0 0 woul d b e 1 3 / 4 %, r a t he r t ha n 2 1/ 4%, t o a r a t e of 6 3 / 4 %.

Th e ma n n e r i n whi c h t he a s s i s t a nc e p a y me n t woul d b e p r ovi de d u nd e r
t he t wo p r o g r a ms i s di f f er ent . Un d e r t he f i r s t p r o g r a m of a s s i s t a nc e i n
pur c ha s i ng h o me s i n ol de r , u r ba n ne i ghbor hoods t he mo r t g a g e woul d be
wr i t t en wi t h a n i nt e r es t r a t e a s de t e r mi ne d a bove . T o c o mp e n s a t e t he
l e nde r f or t he be l ow- ma r k e t i nt e r es t r a t e , G N MA woul d ma k e a on e - t i me ,
f r ont - e nd p a y me n t t o t he l e nde r wi t hi n 3 0 d a y s af t er t he e xec ut i on of t he
mo r t g a ge . Th e p a y me n t woul d b e i n a n a mo u n t e qua l t o t he di f f e r ence
b e t we e n t he pr i nc i pa l a mo u n t of t he mo r t g a g e a nd t he a mo u n t whi c h wo ul d
b e pai d f or t he mo r t g a g e i f i t we r e pr i c e d t o p r ovi de a yi el d e qua l t o t he
s e c o n d a r y ma r k e t i nt e r es t r a t e i n ef f ect f or t he mo n t h i n whi c h t he mo r t g a g e
i s e xe c u t e d. I n ca l cul a t i ng s uc h yi el d, G N MA woul d a s s u me t hat t he l i f e
of t he mo r t g a g e wi l l be 1 2 ye a r s . Th e r e woul d b e n o c h a n g e i n t he mo r t g a g e
i nt e r es t r a t e o v e r t he l i f e of t he mo r t g a ge .
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Un d e r t he s e c on d p r o g r a m t he mo r t g a g e woul d c a r r y a n i ni t i al
i nt e r es t r a t e a s d e t e r mi n e d a bov e . Th i s i nt e r es t r a t e woul d i nc r e a s e
1 / 4 % p e r y e a r t he r ea f t e r , unt i l i t r e a c he d t he s e c o n d a r y ma r k e t i nt e r es t
r a t e i n ef f ect f or t he mo n t h i n whi c h t he mo r t g a g e wa s e xe c u t e d. F r o m
t ha t t i me on t he mo r t g a g e woul d c a r r y t hat s e c o n d a r y ma r k e t i nt e r es t
r a t e . An a n nua l p a y me n t wou l d be ma d e t o t he l e nde r t o c o mp e n s a t e f o r
t he l o we r i nt e r es t r a t e i n a n a mo u n t e qua l t o t he di f f e r ence b e t we e n t he
t ot al a mo u n t of pr i nc i pa l a n d i nt e r es t d u e u n d e r t he mo r t g a g e f or t he
y e a r a n d t he a mo u n t of pr i nc i pa l a nd i nt e r es t whi c h woul d ha v e b e e n du e
f or t hat y e a r i f t he i nt e r es t r a t e o n t he mo r t g a g e wa s e qua l t o t he
s e c o n d a r y ma r k e t r a t e i n ef f ect f o r t he mo n t h i n whi c h t he mo r t g a g e
wa s e xe c ut e d .

Un d e r e a c h p r o g r a m t he h o me o wn e r woul d b e r e qui r e d t o e xe c ut e
a s e c on d mo r t g a g e , •i n f a vor of t he Uni t e d St a t es , pl e dgi ng r e p a y me n t of
t he a s s i s t a nc e p a y me n t s ma d e o n hi s beha l f b y G N MA . Th i s s e c on d mo r t g a g e
wo ul d b e due a t t he t i me t he pr ope r t y i s t r a ns f e r r e d o r t he mo r t g a g e r e t i r e d,
wh i c h e ve r o c c u r s f i l -st . I n t he e ve nt of a s a l e o r o t he r di s pos i t i on, t he
a mo u n t t he h o me o wn e r woul d b e r e qui r e d t o r e p a y c oul d not e xc e e d t he
ga i n r ea l i zed. Th e def i ni t i on of ga i n woul d b e t he s a me a s f ound i n
Se c t i on 1001 of t he I nt e r na l Re v e n u e Co d e f or de t e r mi n i ng ga i n o r l os s
u p o n t he s a l e of p r ope r t y. I n addi t i on, a l l owa nc e s f or s el l i ng e xp e ns e s ,
a s s e t f or t h i n Sec t i on 1 03 4 ( b ) of t he I nt e r na l Re v e n u e Co d e , woul d b e
pe r mi t t e d .

Th u s , i f t he a s s i s t a nc e p a y me n t s ma d e o n beha l f of a h o me o wn e r
a mo u n t e d t o $ 2 , 0 0 0 a nd s h e r ea l i ze d f r o m t he s a l e of he r h o me onl y $ 1 , 00 0 ,
af t er de duc t i ng t he r e a l e s t a t e c o mmi s s i o n a nd ot he r s el l i ng e x pe n s e s a nd
a l l owi ng f or i mp r o v e me n t s ma d e t o t he pr ope r t y, s h e wo ul d on l y be r e qui r e d
t o r e p a y t he $ 1 , 0 00 . I n addi t i on, t he s e c o n d mo r t g a g e woul d be s at i s f i ed
a n d s h e woul d h a v e n o f ur t he r obl i ga t i on t o G N MA .

Mo r t g a g e l oa ns as s i s t ed un d e r t hi s Ac t wou l d be a s s u ma b l e b y
s ubs e que n t p ur c ha s e r s at a n y t i me dur i ng t he t we l ve y e a r s f ol l owi ng t he
e xe c ut i on of t he mo r t g a g e , pr ovi de d t he n e w h o me o wn e r a gr e e s t o r e p a y
t ha t por t i on of t he a s s i s t a nc e p a y me n t s at t r i but abl e t o hi s pe r i od of o wn e r -
s hi p. I n t he c a s e of t he p r o g r a m f or ol de r , u r ba n ne i ghbor hoods , t he
a mo u n t woul d be t hat por t i on of t he o ne - t i me p a y me n t a l l ocat ed by G N MA
t o t he n e w h o me o wn e r . Un d e r t he s e c on d p r o g r a m, i t woul d be t he a mo u n t
of a s s i s t a nc e p a y me n t s ma d e af t er t he a s s umpt i on . Th e a s s u me r woul d b e
r e qui r e d t o e xe c u t e a n e w s e c o nd mo r t g a g e t o a s s ur e r e p a y me n t , whi c h
wou l d not be r e qu i r e d t o e x c e e d t he ga i n r ea l i zed at t he t i me of hi s
s ubs e que n t s a l e o r t r a ns f e r of t he p r ope r t y.



2481

Ho me Pu r d l a s e As s i s t a nc e Ac t of 1 97 7 - 4

G N MA woul d i s s ue t o bui l de r s pr i or t o o r dur i ng t he c ons t r uc t i on
o r r ehabi l i t at i on of el i gi bl e uni t s c o mmi t me n t s t o ma k e a s s i s t a nc e p a y me n t s .
Th e s e c o mmi t me n t s woul d b e f or on e y e a r , wi t h on e s i x - mon t h e xt e ns i on
pe r mi t t e d. A f e e of up t o 1 %, b a s e d o n t he ma x i mu m s a l e s p r i c e of t he
dwe l l i ng uni t s f or wh i c h t he c o mmi t me n t i s i s s ue d , c oul d b e c h a r g e d pl us
1 / 4 % f or a s i x - mo n t h e xt e ns i on.

G N MA c oul d i s s ue a c o mmi t me n t f or a ma x i mu m of 1 0 0 uni t s t o
a n y o n e bui l de r u n d e r t he ol de r , u r b a n ne i ghbor hood p r o g r a m a t a n y o n e
t i me . F o r t he s e c o nd p r o g r a m t he ma x i mu m c o mmi t me n t woul d b e 5 0 uni t s .
Ho we v e r , bui l de r s woul d be el i gi bl e f or s e pa r a t e ma x i mu m c o mmi t me n t s i n
e a c h s t a nda r d me t r opol i t a n s t at i s t i cal a r e a i n whi c h t he y a r e bui l di ng.
F u r t h e r mo r e , a bui l de r , wh o h a s e nt e r e d i nt o s a l e s c ont r a c t s f or 5 0 % o r
mo r e of t he dwel l i ng uni t s c ov e r e d b y hi s c o mmi t me n t , ma y r e c e i ve a n
addi t i ona l c o mmi t me n t e qua l t o t he n u mb e r of uni t s on wh i c h h e h a s s a l e s
c ont r a c t s . Th e uni t s c ov e r e d b y a c o mmi t me n t wo ul d b e b y p u r c ha s e p r i c e
c a t e gor y a nd a s i ngl e c o mmi t me n t c oul d i nc l ude uni t s i n mo r e t ha n o n e
c a t e gor y .

Al t hough t he n u mb e r of uni t s a ut hor i z e d f or a s s i s t a nc e e a c h y e a r
c oul d not e xc e e d 1 00 . 00 0 a nd 3 00 , 0 0 0 u nd e r t he t wo p r o g r a ms , r e s pe c t i ve l y,
t he ac t ua l n u mb e r t hat c oul d b e as s i s t ed i n a n y o n e y e a r c oul d not e xc e e d
t he n u mb e r a ut hor i z e d i n a ppr opr i a t i ons ac t s f or t ha t ye a r . Of t he n u mb e r
of uni t s a p p r o ve d f or a s s i s t a nc e i n e a c h y e a r , t he y wo ul d b e a l l oca t ed b y
uni t p u r c ha s e pr i c e a s f ol l ows :

P UR C HAS E P RI CE P E R C E N T A GE O F UNI TS

$ 0 - $ 2 5 , 0 0 0 1 0 %
25, 00 1 - 3 0 . 0 0 0 2 0 %
30 , 001 - 3 5 , 0 0 0 2 0 %
35, 0 01 - 4 0 , 0 0 0 2 0 %
40, 00 1 - 4 5 , 0 0 0 2 0 %
45, 00 1 - 5 0 , 0 0 0 1 0 %

Th e s e p ur c h a s e pr i ce c a t e gor i e s ma y b e i nc r e a s e d b y u p t o 2 5 % f or
uni t s l oca t e d i n Al a s k a , Ha wa i i a nd Gu a m.
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T O pr ovi de mo r t g a g e c r edi t a s s i s t ance t o mi dd l e - i n c o me f ami l i e s pur -
c ha s i ng convent i onal l y f i nanced n e w a nd s ubs t ant i al l y r ehabi l i t at ed
h o me s a nd t o f aci l i t at e t he pr e s e r va t i on a nd r e ne wa l of u r ba n
ne i ghbor hoods .

Be it e na c t e d by t he Sena t e a nd Ho u s e of Re pr es e nt a t i ve s of t he Uni t e d

St at es of Ame r i c a i n Co ngr e s s a s s e mbl e d ,

Tha t t hi s Ac t ma y be ci t ed a s t he " Ho me Pu r c h a s e As s i s t a nce Ac t of

1 9 7 7 .

F I NDI NGS AND P URP OS E

S E C. 2. ( a) Th e Cong r e s s f i nds - -

( 1) t hat ma n y mi dd l e - i n c o me f ami l i e s , wh o i n t he pas t coul d af f or d t o

pur c ha s e a ne wl y cons t r uc t ed or s ubs t ant i al l y r ehabi l i t at ed hous e , and ma k e

mo r t ga ge p a yme nt s t he r eon wi t h a r e a s ona bl e por t i on of t hei r i n c ome , a r e

no w una bl e t o af f or d s uc h a pur c ha s e be c a us e of hi gh mo r t ga ge i nt er es t r at es ;

( 2 ) t hat u r ba n ne i ghbor hoods of f er l i vi ng e nv i r onme nt s t hat a r e pr e f e r -

abl e t o ma n y Ame r i c a n f mi l i e s , but t hat t he s e ne i ghbor hoods ne e d t he

avai l abi l i t y of de cent , ne wl y cons t r uc t ed o r s ubs t ant i al l y r ehabi l i t at ed hous i ng

t hat c a n be af f or ded b y mi dd l e - i n c o me f ami l i e s ; a nd

( 3 ) t hat i t i s t he pol i cy of t he Uni t ed St at es t o e nc our a ge pr i vat e e nt e r -

pr i s e t o a s s u me t he p r e domi na nt r es pons i bi l i t y f or at t ai ni ng t he Na t i ona l

goa l of a de ce nt h o me a nd a s ui t abl e l i vi ng e nvi r onme nt f or e ve r y Ame r i c a n

f a mi l y.
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(l i ) It i s t he r e f or e t he p ur po s e of t hi s Ac t t o a ut hor i ze I he Se c r e t a r y

of Hous i ng a nd Ur b a n De v e l o p me n t t o di r ec t t he Go v e r n me n t Na t i ona l

Mo r t g a g e As s oc i a t i on t o e nt e r i nt o c ont r a c t s f or mo r t g a g e a s s i s t a nc e p a y-

me n t s t o e na bl e mi d dl e - i n c o me f a mi l i e s t o f i na nce t he p ur c h a s e of n e w or

s ubs t ant i al l y r ehabi l i t at ed hous i ng wi t hi n t hei r f i nanci al me a n s .

MOR T G A G E CRE DI T AS S I S T ANCE F OR MI DDL E - I NCOME F AMI L I E S

S E C. 3. Ti t l e I I I of t he Na t i ona l Hou s i ng Ac t i s a me n d e d b y a ddi ng t hr e e n e w

s e c t i ons a s f ol l ows :

" Ho me o wn e r s h i p f or Mi dd l e - I n c o me Fa mi l i e s

" Se c . 314. ( a) Th e Se c r e t a r y i s a ut hor i z e d t o di r ec t t he As s oc i a t i on t o ma k e ,

a nd t o c ont r a c t t o ma k e , mo r t g a g e c r edi t a s s i s t a nc e p a y me n t s t o l e nde r s wh o

a g r e e t o ma k e h o me mo r t g a g e l oa ns t o mi dd l e - i n c o me f a mi l i e s me e t i ng t he

r e qu i r e me nt s s pec i f i ed i n t hi s s ec t i on.

" ( b ) T o qual i f y f or mo r t g a g e c r edi t a s s i s t a nc e u nd e r t hi s s e c t i on

( 1) a f a mi l y' s i n c o me ( a s de f i ned i n s e c t i on 235 ( i ) ) a t t he t i me of

i ni t i al oc c up a nc y s ha l l not e xc e e d 150 pe r c e n t u m of t he me d i a n i n c o me f or

t he a r e a , a s d e t e r mi ne d by t he Se c r e t a r y wi t h a d j us t me nt s f or s ma l l e r a nd

l a r ge r f a mi l i e s ;

( 2 ) t he mo r t g a g e s ha l l not be i ns ur e d un de r t he Na t i ona l Ho us i n g

Ac t nor gua r a n t e e d unde r Cha p t e r 37 of t i t l e 38 , Uni t e d St a t es Co d e ; a nd

( 3 ) t he mo r t g a g e l oa n s hal l be f or t he p ur po s e of a s s i s t i ng i n t he

p ur c h a s e of a ne wl y c ons t r uc t e d or s ubs t ant i a l l y r ehabi l i t at ed s i ngl e - f a mi l y

dwe l l i ng ( o r of a s i ngl e - f a mi l y dwe l l i ng uni t i n a ne wl y c ons t r uc t e d or
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s ubs t ant i a l l y r ehabi l i t a t ed c o n d o mi n i u m pr oj e c t ) t ha t i s t o be o wn e d

a nd oc c upi e d by t he buy e r a s hi s pr i nc i pa l r e s i de nc e a nd t he s a l e s pr i ce

of whi c h do e s not e xc e e d $ 5 0 , 0 0 0 ( $ 6 2 , 5 0 0 i n Al a s ka , Ha wa i i , a nd Gu a m) .

" ( c ) A mo r t g a g e a s s i s t e d u nde r t hi s s ec t i on s ha l l be a r a n i ni t i al i nt e r es t

r a t e , ba s e d on t he p ur c ha s e pr i ce of t he dwe l l i ng uni t a nd on t he s e c o n d a r y

ma r k e t r a t e f or t he mo n t h i n whi c h t he mo r t g a g e i s e xe c u t e d , ca l cul a t ed

a s f ol l ows :

" ( 1 ) f or dwe l l i ng uni t s wi t h a p ur c h a s e pr i c e not i n e x c e s s of $ 2 5 , 0 0 0

t he gr e a t e r of 6 pe r c e n t u m o r t he s e c o n da r y ma r k e t r a t e mi n u s 3 pe r c e n t u m;

" ( 2) f or dwe l l i ng uni t s wi t h a pur c ha s e pr i ce i n e x c e s s of $ 2 5 , 0 0 0

but not i n e xc e s s of $3 0 , 0 0 0 , t he g r e a t e r of 6 1/ 4 pe r c e n t u m or t he s e c o n d a r y

ma r k e t r a t e mi n u s 2 3 / 4 pe r c e n t u m;

" ( 3) f or dwe l l i ng uni t s wi t h a pur c ha s e pr i ce i n e x c e s s o f $ 3 0 , 0 0 0

but not i n e x c e s s of $3 5 , 0 00 , t he g r e a t e r of 6 1/ 2 pe r c e n t u m or t he s e o n d a r y

ma r k e t r a t e mi n u s 2 1/ 2 pe r c e n t u m;

" ( 4) f o r dwe l l i ng uni t s wi t h a pur c ha s e pr i ce i n e x c e s s o f $ 3 5 , 0 0 0

but not i n e x c e s s of $4 0 , 00 0 , t he g r e a t e r of 6 3 / 4 pe r c e n t u m or t he s e c on d a r y

ma r k e t r a t e mi n u s 2 1/ 4 pe r c e n t u m;

" ( 5) f or dwe l l i ng uni t s wi t h a pur c ha s e pr i ce i n e x c e s s of $ 4 0 , 0 0 0

but not i n e x c e s s of $4 5 , 0 00 , t he g r e a t e r of 7 pe r c e n t u m o r t he s e c on d a r y

ma r k e t r a t e mi n u s 2 pe r c e n t u m; a nd

" ( 6 ) f or dwe l l i ng uni t s wi t h a pur c ha s e pr i ce i n e x c e s s of $ 4 5 , 0 0 0

but not i n e x c e s s of $5 0 , 00 0 , t he g r e a t e r of 7 1/ 4 pe r c e n t u m or t he s e c on d a r y

ma r k e t r a t e mi n u s 1 3 / 4 pe r c e n t u m.
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Th e f or e goi ng pu r c ha s e pr i c e l i mi t s ma y be i nc r e a s e d by u p t o 2 5 pe r c e n t u m

f or dwe l l i ng uni t s l oc a t e d i n Al a s k a , Ha wa i i a nd Gu a m.

F o r t he p ur po s e s of t hi s s e c t i on, t he s e c o n d a r y ma r k e t r a t e f or

a n y mo n t h s ha l l be t he a ve r a g e yi el d ( a dj us t e d t o t he ne a r e s t o n e - qua r t e r

pe r c e n t u m) f or t he pr e c e d i ng t hr e e mo n t h s of f our - mo n t h c o mmi t me n t s

i s s ue d by t he Fe de r a l Na t i ona l Mo r t g a g e As s oc i a t i on i n i t s c onvent i ona l

s e c o n d a r y ma r k e t ope r a t i ons u n d e r s ec t i on 30 4 , a s d e t e r mi n e d by t he

Go v e r n me n t Na t i ona l Mo r t g a g e As s oc i a t i on a nd publ i s hed on t he f i r s t d a y

of e a c h mo n t h .

" ( d ) Th e I ni t i al i nt e r es t r a t e o n e a c h mo r t g a g e a s s i s t ed u n d e r t hi s s e c t i on

s hal l be i nc r e a s e d annua l l y by o n e - qua r t e r pe r c e n t u m o n t he a nn i ve r s a r y

da t e of t he e xe c ut i on of t he mo r t g a g e unt i l t he mo r t g a g e i nt e r e s t r a t e e qua l s

t he s e c on d a r y ma r k e t r a t e i n ef f ect f or t he mo n t h i n whi c h t he mo r t g a g e wa s

or i gi na l l y e xe c ut e d .

" ( e ) Wi t h r e s pe c t t o e a c h mo r t g a g e a s s i s t ed u nd e r t hi s s e c t i on, t he As s o c i -

at i on s ha l l ma k e a n a nnua l mo r t g a g e c r edi t a s s i s t a nc e p a y me n t t o t he l e nde r

o n be ha l f of t he el i gi bl e f a mi l y . Th e p a y me n t s hal l be i n a n a mo u n t e qua l t o

t he di f f e r e nce be t we e n t he t ot al a mo u n t of pr i nc i pa l a nd i nt e r es t d ue u n de r

t he mo r t g a g e f or t he ye a r , a nd t he a mo u n t of pr i nc i pa l a nd i nt e r es t whi c h

woul d h a ve be e n d u e u nde r t he mo r t g a g e f or t he ye a r i f t he mo r t g a g e i nt e r e s t

r a t e on s u c h mo r t g a g e wa s e qua l t o t he s e c o n d a r y ma r k e t r a t e i n ef f ect f or

t he mo n t h i n whi c h t he mo r t g a g e wa s e xe c u t e d .

" ( f ) T o qual i f y f or mo r t g a g e c r edi t a s s i s t a nc e p a y me n t s -
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"( 1) Th e mo r t g a g o r s ha l l e xe c u t e , i n f a vor of t he Uni t e d St a t es ,

a s e c o n d mo r t g a g e o n t he p r ope r t y pl e dgi ng t he r e p a y me n t of t he a ggr e ga t e

a mo u n t of t he mo r t g a g e c r edi t a s s i s t a nc e p a y me n t s ma d e on hi s be ha l f by

t he As s oc i a t i on.

" ( 2 ) Th e s e c o nd mo r t g a g e s ha l l be du e a nd pa ya bl e at t he t i me

t i t l e t o t he pr ope r t y i s t r a ns f e r r e d a s a r es ul t of a s a l e o r ot he r di s pos i t i on

or at t he t i me at whi c h t he h o me mo r t g a g e i s r e t i r ed, whi c he ve r f i r s t o c c ur s .

Th e a mo u n t of t he mo r t g a g e c r edi t a s s i s t a nc e p a y me n t s r e qui r e d t o be r e pa i d

u nd e r t he s e c o n d mo r t g a g e , i n t he e ve nt of t he s a l e o r ot he r di s pos i t i on of

t he pr ope r t y , s ha l l not e x c e e d t he a mo u n t of ga i n r e a l i z ed u p o n s uc h s a l e o r

di s pos i t i on. Fo r t he p ur po s e of t hi s s e c t i on, " g a i n " s ha l l ha ve t he s a me

me a n i n g a s i n s ec t i on 1001 of t he I nt e r na l Re v e n u e Co d e of 19 5 4 wi t h adj us t -

me n t s be i ng ma d e f or s e l l i ng e x pe ns e s a s de f i ne d i n s e c t i on 1034( b ) of s a i d

Co d e .

" ( 3) A mo r t g a g e l oa n a s s i s t e d u n d e r t hi s s ec t i on s ha l l be a s s u ma b l e

at a n y t i me dur i ng t he t we l ve - ye a r pe r i od s ubs e que n t t o t he e xe c ut i on of t he

mo r t g a g e : Pr ov i d e d . Th a t e a c h s uc h a s s u me r e xe c ut e s i n f a vor of t he Uni t e d

St a t es a s e c on d mo r t g a g e pl e dgi ng t he r e p a y me n t , a s s e t out i n pa r a gr a ph ( 2) ,

o f t he a ggr e ga t e a mo u n t of t he mo r t g a g e c r edi t a s s i s t anc e p a y me n t s ma d e o n

hi s be ha l f b y t he As s oc i a t i on.

"( g) ( 1) Co mmi t me n t s t o ma k e mo r t g a g e c r edi t a s s i s t anc e p a y me n t s ma y

be i s s ue d by t he As s oc i a t i on t o a bui l de r pr i or t o o r dur i ng t he cons t r uc t i on or

r ehabi l i t at i on of a n y dwel l i ng uni t s me e t i ng t he r e qu i r e me nt s of s ubs e c t i ons

( b ) a nd ( c) . Th e As s oc i a t i on i s a ut hor i ze d t o c ha r ge a c o mmi t me n t f ee , not
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t o e x c e e d on e pe r c e n t u m, ba s e d on t he. ma x i mu m s a l e s pr i ces of t he

dwe l l i ng uni t s f or whi c h t he c o mmi t me n t i s i s s ue d pur s ua n t t o t he

p u r c ha s e pr i c e c a t e gor i e s a s s e t out i n s ubs e c t i on ( h) . Th e t e r m of

a n y c o mmi t me n t s ha l l be f or a pe r i od of on e y e a r a nd ma y be e x t e nde d

f or a n addi t i onal s i x - mo n t h pe r i od o n t he p a y me n t of a n addi t i ona l

c o mmi t me n t f ee of not i n e xc e s s of 1 / 4 pe r c e n t u m.

" ( 2 ) Th e As s oc i a t i on ma y i s s ue a c o mmi t me n t f or n o mo r e t ha n

a ma x i mu m of 5 0 dwe l l i ng uni t s t o a ny on e bui l de r a t a n y on e t i me :

Pr ovi de d , Tha t , wh e n a bui l de r h a s e nt e r e d i nt o s a l e s c ont r a c t s f or 5 0

p e r c e n t u m or mo r e of t he dwe l l i ngs uni t s c ove r e d b y hi s c o mmi t me n t ,

h e s ha l l be ent i t l ed t o a c o mmi t me n t f or addi t i ona l dwe l l i ng uni t s , but

i n no c a s e ma y t he n u mb e r of addi t i ona l uni t s c ov e r e d by a c o mmi t me n t , pl us

t he n u mb e r of dwe l l i ng uni t s r e ma i n i n g uns ol d u nd e r t he p r e vi ous c o mmi t -

me n t , e xc e e d t he ma x i mu m l i mi t of 5 0 dwel l i ng uni t s pe r bui l de r ; a nd

Pr ov i de d f ur t he r , Th a t a bui l de r ma y r e c e i ve s e pa r a t e c o mmi t me n t s of

up t o f i f t y uni t s f or e a c h s t a nda r d me t r opol i t a n s t at i s t i cal a r e a i n whi c h

h e i s bui l di ng.

" ( h ) Co mmi t me n t s i s s ue d i n e a c h f i s cal y e a r pur s ua n t t o t hi s s ec t i on s hal l

not e xc e e d t he n u mb e r of dwe l l i ng uni t s a ut hor i z e d i n a ppr opr i a t i ons ac t s ,

but i n n o e ve n t mo r e t han 3 0 0 , 0 0 0 uni t s pe r ye a r , a nd t he dwe l l i ng uni t s

ava i l abl e f or c o mmi t me n t i n e a c h f i s cal y e a r s ha l l be a l l ocat ed on t he

ba s i s of pu r c ha s e pr i c e a s f ol l ows :

8 6 - 0 8 5 0 - 7 7 - pt . 3 - 41
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" ( 1) f or dwe l l i ng uni t s wi t h a pu r c ha s e pr i c e not i n e x c e s s of

$ 2 5 , 0 0 0 , 10 pe r c e n t u m;

" ( 2 ) f or dwe l l i ng uni t s wi t h pu r c ha s e pr i c e s i n e x c e s s of $ 2 5 , 0 0 0

but not i n e xc e s s of $ 30 , 0 0 0 , 2 0 pe r c e n t u m;

" ( 3) f o r dwe l l i ng uni t s wi t h pu r c ha s e pr i c e s i n e x c e s s of $ 3 0 , 0 0 0

but not i n e x c e s s of $ 35 , 0 00 , 2 0 pe r c e n t u m;

" ( 4) f or dwe l l i ng uni t s wi t h p ur c h a s e pr i c e s i n e x c e s s of $ 3 5 , 0 0 0

but not i n e x c e s s of $ 40 , 0 0 0 , 2 0 pe r c e n t u m;

" ( 5) f or dwe l l i ng uni t s wi t h pur c ha s e pr i c e s i n e x c e s s of $40 , 0 0 0

but not i n e xc e s s of $ 4 5 , 0 00 , 2 0 pe r c e n t u m; a nd

" ( 6) f or dwe l l i ng uni t s wi t h pu r c ha s e pr i c e s i n e x c e s s of $ 45 , 0 0 0

but not i n e x c e s s of $5 0 , 00 0 , 10 pe r c e n t u m.

Th e f or e goi ng pu r c h a s e pr i c e l i mi t s ma y be i nc r e a s e d by u p t o 2 5 pe r

c e n t u m f or dwe l l i ng uni t s l oc a t ed i n Al a s k a , Ha wa i i , a n d Gu a m.

" Ur b a n Ho me o wn e r s h i p P r o g r a m

" Se c . 315 ( a ) I n o r d e r t o e n c o ur a g e s t abi l i t y of ol de r u r b a n ne i ghbor hoods .

t he Se c r e t a r y i s aut hor i z e d t o di r ec t t he As s oc i a t i on t o ma k e , a nd t o c o n-

t r ac t t o ma k e , mo r t g a g e c r e di t a s s i s t a nc e p a y me n t s t o l e nde r s wh o a g r e e

t o ma k e h o me mo r t g a g e l oa ns t o mi d dl e - i n c o me f a mi l i e s me e t i ng t he

r e q u i r e me n t s s pec i f i ed i n t hi s s ec t i on.

" ( b ) T o qual i f y f or mo r t g a g e c r edi t a s s i s t a nc e und e r t hi s s e c t i on -

" ( 1) t he mo r t g a g e s hal l not be i ns ur e d unde r t he Na t i ona l Ho u s i ng

Ac t nor gua r a n t e e d u nd e r Cha p t e r 3 7 of t i t l e 38, Uni t ed St a t es Co d e ;

" ( 2) t he mo r t g a g e l oa n s ha l l be f or t he pur pos e of a s s i s t i ng i n t he
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pu r c h a s e of a ne wl y c ons t r uc t e d o r s ubs t ant i a l l y r ehabi l i t at ed s i ngl e - f a mi l y

dwe l l i ng ( o r of a s i ngl e - f a mi l y dwel l i ng uni t i n a ne wl y c ons t r uc t e d o r

s ubs t ant i al l y r ehabi l i t a t ed c o n d o mi n i u m pr oj ec t ) t ha t i s t o be o wn e d a n d

oc c upi e d by t he bu ye r a s hi s pr i nc i pa l r e s i de nc e a nd t he s a l e s pr i ce of

whi c h d oe s not e xc e e d $ 5 0 . 0 0 0 ( $ 6 2 , 5 0 0 i n Al a s ka , Ha wa i i a nd Gu a m) ; a nd

" ( 3 ) t he dwe l l i ng uni t s ha l l be l oca t ed i n a n ol de r u r ba n ne i ghbor hood ,

a s de s i gna t e d by t he gove r n i ng bo dy of t he uni t of ge ne r a l l oca l g o v e r n me n t

pur s ua n t t o r e gul a t i ons i s s ue d by t he Se c r e t a r y.

" ( c ) A mo r t g a g e as s i s t ed un de r t hi s s e c t i on s hal l be a r a n i ni t i al i nt e r es t

r a t e , b a s e d o n t he pur c ha s e pr i c e of t he dwel l i ng uni t a nd on t he s e c on d a r y

ma r k e t r a t e f or t he mo n t h i n whi c h t he mo r t g a g e i s e xe c u t e d , ca l cul a t ed a s

f ol l ows :

" ( 1) f or dwe l l i ng uni t s wi t h a pur c ha s e pr i ce not i n e x c e s s of

$ 2 5 , 0 0 0 t he gr e a t e r of 6 pe r c e n t u m o r t he s e c o nd a r y ma r k e t r a t e mi n u s

3 pe r c e n t u m;

" ( 2 ) f or dwe l l i ng uni t s wi t h a pu r c ha s e pr i c e i n e xc e s s of $ 2 5 , 0 0 0

but not i n e xc e s s of $3 0 , 000 , t he g r e a t e r of 6 1/ 4 pe r c e n t u m or t he

s e c o n da r y ma r k e t r a t e mi n u s 2 3 / 4 pe r c e n t u m;

" ( 3) f or dwel l i ng uni t s wi t h a p ur c ha s e pr i c e i n e xc e s s of $ 3 0 , 0 0 0

but not i n e x c e s s of $ 35 , 0 00 , t he gr e a t e r of 6 1/ 2 pe r c e n t u m o r t he

s e c o n d a r y ma r k e t r a t e mi n u s 2 1/ 2 pe r c e n t u m;

" ( 4) f or dwel l i ng uni t s wi t h a pur c ha s e pr i ce i n e xc e s s of $ 3 5 , 0 0 0

but not i n e x c e s s of $ 40 , 00 0 , t he gr e a t e r of 6 3 / 4 pe r c e n t u m or t he s e c o n da r y

ma r k e t r a t e mi n u s 2 1/ 4 pe r c e n t u m;
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" ( 5) f or dwe l l i ng uni t s wi t h a p ur c ha s e pr i c e i n e x c e s s of $ 4 0 , 0 0 0

but not i n e x c e s s of $ 4 5 , 0 00 , t he gr e a t e r of 7 pe r c e n t u m o r t he s e c o n d a r y

ma r k e t r a t e mi n u s 2 pe r c e n t u m; a nd

" ( 6 ) f or dwe l l i ng uni t s wi t h a p ur c h a s e pr i ce i n e xc e s s of $ 4 5 , 0 0 0

but not i n e x c e s s of $ 5 0 , 0 00 , t he g r e a t e r of 7 1/ 4 pe r c e n t u m o r t he s e c o nd a r y

ma r k e t r a t e mi n u s 1 3 / 4 pe r c e n t u m.

Th e f or e go i ng pu r c h a s e pr i c e l i mi t s ma y be i nc r e a s e d by u p t o 2 5 pe r c e n t u m

f or dwe l l i ng ' uni t s l oca t ed i n Al a s ka , Ha wa i i a nd Gu a m.

F o r t he p ur po s e s of t hi s s ec t i on, t he s e c o nd a r y ma r k e t r a t e f or a ny

mo n t h s ha l l be t he a v e r a ge yi el d ( a dj us t e d t o t he ne a r e s t o ne - qua r t e r pe r

c e n t u m) f or t he pr e c e di ng t hr e e mo n t h s of f our - mo n t h c o mmi t me n t s i s s ue d by

t he Fe d e r a l Na t i ona l Mo r t g a g e As s oc i a t i on i n i t s conve nt i ona l s e c o n d a r y ma r k e t

ope r a t i ons und e r s ec t i on 304 , a s d e t e r mi ne d by t he Go v e r n me n t Na t i ona l

Mo r t g a g e As s oc i a t i on a nd publ i s hed o n t he f i r s t da y of e a c h mo n t h .

" ( d) Wi t h r e s pe c t t o e a c h mo r t g a g e a s s i s t e d u n de r t hi s s e c t i on, t he As s oc i a t i on

s hal l ma k e a mo r t g a g e c r e di t a s s i s t a nc e p a y me n t t o t he l e nde r o n beha l f of

t he el i gi bl e f a mi l y wi t hi n t hi r t y d a y s af t er t he e xe cut i on of t he mo r t g a g e .

Th e p a y me n t s ha l l be i n a n a mo u n t e qua l t o t he di f f e r ence be t we e n t he pr i nc i pa l

a mo u n t of t he mo r t g a g e a nd t he a mo u n t whi c h woul d be pa i d f or t he mo r t g a g e i f

i t we r e pr i c ed t o pr ovi de a yi el d e qua l t o t he s e c o nd a r y ma r k e t r a t e i n ef f ec t

f or t he mo n t h i n whi c h t he mo r t g a g e wa s e xe c ut e d. I n ca l cul a t i ng s u c h yi el d,

t he As s oc i a t i on s hal l a s s u me t ha t t he l i f e of t he mo r t g a g e wi l l be t we l ve ye a r s .

" ( e ) ( 1 ) T o qua l i f y f or a mo r t g a g e c r e di t a s s i s t anc e p a y me q t h e mo r t g a g o r

s ha l l e xe c ut e , i n f a vor of t he Uni t ed St a t es , a s e c o nd mo r t g a g e o n t he pr ope r t y

pl edgi ng t he r e p a y me n t of t he a mo u n t of t he mo r t g a g e c r e di t a s s i s t a nc e p a y me n t

ma d e o n hi s beha l f by t he As s oc i a t i on.
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" ( 2 ) Th e s e c on d mo r t g a g e s hal l be du e a nd pa ya bl e a t t he t i me t i t l e

t o t he pr ope r t y i s t r a ns f e r r e d a s a r e s ul t of a s a l e o r ot he r di s pos i t i on o r a t

t he t i me a t whi c h t he h o me mo r t g a g e i s r e t i r e d, whi c he ve r f i r s t oc c u r s . T h e

a mo u n t of t he mo r t g a g e c r e di t a s s i s t a nc e p a y me n t r e qui r e d t o be r e pa i d u nd e r

t he s e c on d mo r t g a g e , i n t he e ve n t of t he s a l e o r ot he r di s pos i t i on of t he

pr ope r t y , s ha l l not e x c e e d t he a mo u n t of ga i n r ea l i ze d upo n s u c h s a l e o r

di s pos i t i on. F o r t he p ur po s e s of t hi s s ec t i on, " ga i n" s ha l l ha v e t he s a me

me a n i n g a s i n s e c t i on 1001 of t he I nt e r na l Re v e n u e Co d e of 1 9 5 4 wi t h adj us t -

me n t s be i ng ma d e f or s e l l i ng e x p e n s e s a s de f i ned i n s e c t i on 1034( b ) of s a i d

Co d e .

" ( 3) A mo r t g a g e l oa n a s s i s t ed u nde r t hi s s e c t i on s ha l l be a s s u ma b l e

a t a n y t i me dur i ng t he t we l ve - ye a r pe r i od s u bs e que nt t o t he e xe c ut i on of t he

mo r t g a g e : Pr ov i d e d , Th a t e a c h s uc h a s s u me r e xe c ut e s i n f a vor of t he

Uni t ed St a t es a s e c o n d mo r t g a g e pl edgi ng t he r e p a y me n t , a s s e t out i n

p a r a g r a p h ( 2) , of t he pr opor t i ona t e a mo u n t of t he mo r t g a g e c r e di t a s s i s t a nc e

p a y me n t ma d e by t he As s oc i a t i on wi t h r e s pe c t t o t he mo r t g a g e f or t he pe r i od

of hi s o wn e r s h i p of t he pr ope r t y. I n t he c a s e of s uc h a n a s s umpt i on , t he

or i gi na l o r a s ubs e que nt mo r t g a g o r s ha l l onl y be r e qui r e d t o r e p a y t hat pa r t

of t he mo r t g a g e c r edi t a s s i s t a nc e p a y me n t whi c h i s pr opor t i ona t e t o t he pe r i od

of hi s o wn e r s h i p of t he pr ope r t y . Th e a mo u n t of a ny pr opor t i ona t e r e p a y me n t

s ha l l be de t e r mi ne d by t he As s oc i a t i on.

" ( f ) ( I ) Co mmi t me n t s t o ma k e mo r t g a g e c r edi t a s s i s t a nc e p a y me n t s ma y

be i s s ue d by t he As s oc i a t i on t o a bui l de r pr i or t o o r dur i ng t he c ons t r uc t i on

o r r ehabi l i t at i on of a ny dwel l i ng uni t s me e t i ng t he r e qu i r e me n t s of s u b -
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s e c t i ons ( b ) a nd ( c) . Th e As s oc i a t i on i s a ut hor i z e d t o c h a r g e a c o mmi t me n t

f ee , not t o e xc e e d o n e pe r c e n t u m, ba s e d on t he ma x i mu m s a l e s pr i c e of t he

dwe l l i ng uni t s f or whi c h t he c o mmi t me n t i s i s s ue d pur s ua n t t o t he p ur c ha s e

pr i ce c a t e gor i e s a s s e t out i n s ubs e c t i on ( g) . Th e t e r m of a n y c o mmi t me n t

s ha l l be f or a pe r i od of o n e y e a r a n d ma y be e xt e nde d f or a n addi t i onal

s i x - mo n t h pe r i od on t he p a y me n t of a n addi t i ona l c o mmi t me n t f e e of not i n

e x c e s s of 1/ 4 pe r c e n t u m.

' ' ( 2) Th e As s oc i a t i on ma y i s s ue a c o mmi t me n t f or n o mo r e t ha n a

ma x i mu m of 100 dwe l l i ng uni t s t o a ny on e bui l de r at a ny o n e t i me : Pr ov i d e d ,

Tha t , wh e n a bui l de r ha s e nt e r e d i nt o s a l e s c ont r a c t s f or 5 0 p e r c e n t u m

or mo r e of t he dwel l i ng uni t s c ov e r e d b y hi s c o mmi t me n t , h e s ha l l be

ent i t l ed t o a c o mmi t me n t f or addi t i ona l dwel l i ng uni t s , but i n n o c a s e ma y t he

n u mb e r of addi t i onal uni t s c ov e r e d by a c o mmi t me n t , pl us t he n u mb e r of

dwe l l i ng uni t s r e ma i n i n g uns ol d u nd e r t he p r e vi ous c o mmi t me n t , e x c e e d

t he ma x i mu m l i mi t of 1 0 0 dwe l l i ng uni t s p e r bui l de r : a nd , Pr ov i de d f ur t he r ,

Th a t a bui l de r ma y r e c e i ve s e pa r a t e c o mmi t me n t s of u p t o 100 dwel l i ng

uni t s f or e a c h s t a nda r d me t r opol i t a n s t at i s t i cal a r e a i n wh i c h he i s bui l di ng.

" ( g) Co mmi t me n t s i s s ue d i n e a c h f i s cal y e a r pur s ua nt t o t hi s s e c t i on s ha l l

not e x c e e d t he n u mb e r of dwe l l i ng uni t s a ut hor i z e d i n a ppr opr i a t i ons a c t s , but

i n n o e ve n t mo r e t han 100 , 000 uni t s p e r ye a r , a nd t he n u mb e r of dwel l i ng uni t s

ava i l abl e f or c o mmi t me n t i n e a c h f i s cal y e a r s ha l l be a l l ocat ed o n t he bas i s

of p ur c h a s e pr i ce a s f ol l ows :

" ( 1 ) f or dwe l l i ng uni t s wi t h a p ur c h a s e pr i c e not i n e x c e s s of $2 5 , 00 0 ,

1 0 p e r c e n t u m;

" ( 2) f or dwe l l i ngs uni t s wi t h p ur c h a s e pr i c e s i n e xc e s s of $ 2 5 , 0 0 0

but not i n e x c e s s of $3 0 , 00 0 , 2 0 pe r c e n t u m;
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" ( 3) f or dwe l l i ngs uni t s wi t h pu r c ha s e pr i ce s i n e xc e s s of $3 0 , 0 0 0

but not i n e xc e s s of $35 , 0 00 , 2 0 p e r c e n t u m;

" ( 4) f or dwel l i ng uni t s wi t h p ur c ha s e pr i c e s i n e xc e s s of $3 5 , 0 0 0

but not i n e xc e s s of $40 , 0 00 , 2 0 p e r c e n t u m;

" ( 5 ) f or dwe l l i ng uni t s wi t h p ur c h a s e pr i c e s i n e xc e s s of $40 , 0 0 0

but not i n e xc e s s of $4 5 , 00 0 , 2 0 pe r c e n t u m; a nd

" ( 6 ) f or dwe l l i ng uni t s wi t h p ur c ha s e pr i c e s i n e xc e s s of $ 4 5 , 0 0 0

but not i n e xc e s s of $5 0 , 00 0 , 10 pe r c e n t u m.

Th e f or e goi ng p ur c h a s e pr i c e l i mi t s ma y be i nc r e a s e d by u p t o 2 5 pe r c e n t u m

f or dwe l l i ng uni t s l oca t ed i n Al a s ka , Ha wa i i , a nd Gu a m.

" Se c . 316. ( a ) T o c a r r yout t he p ur pos e s of Sec t i on 314 a nd Se c t i on 315,

t he As s oc i a t i on i s he r e by a ut hor i ze d t o e nt e r annua l l y i nt o mo r t g a g e

c r edi t a s s i s t a nc e p a y me n t c ont r a c t s t o a s s i s t not mo r e t han 30 0 , 0 0 0 uni t s

pur s ua n t t o Sec t i on 314 ( h ) a nd not mo r e t ha n 100, 0 0 0 uni t s pur s ua nt t o

Sec t i on 315 ( g ) f or e a c h f i s cal y e a r c o mme n c i n g af t er Se p t e mb e r 30 , 1977.

" ( b ) T o pr ovi de f or t he p a y me n t of mo r t g a g e c r edi t a s s i s t a nc e p a y me n t

c ont r a c t s a ut hor i z e d i n s ub p a r a g r a ph ( a) , t he r e i s a ut hor i ze d t o be

a ppr opr i a t e d f or e a c h f i s cal y e a r c o mme n c i n g af t er Se p t e mb e r 30 , 1977,

s u c h s u ms , not i n e x c e s s of $ f or a n y s uc h f i s cal ye a r , a s ma y be

ne c e s s a r y t o c a r r yout t he pr ovi s i ons of Sec t i on 314 a nd Se c t i on 315 . "
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Mr . ASHLEY. Tha nk you ver y muc h, Mr . Ar qui l l a, f or t hat ar t i cul at e
present at i on.

On page 4 of your st at ement you s ay t hat you endor se t he react i va-
t i on of t he sect i on 236 pr ogr am as a compl ement ar y pr ogr am t o
sect i on 8.

Wh y i s i t fel t t hat t her e shoul d be t wo r ent al pr ogr ams whi ch ob-
vi ousl y over l ap i n t er ms of t he i ncome r anges of t he peopl e ser ved.

Mr . ARQUI LLA. I t hi nk one of t he r easons, Mr . Chai r man, i s t hat
we feel t hat t her e have been so ma ny del ays i n t he pr esent sect i on 8
pr ogr am as f ar as ne w uni t s ar e concer ned.

Mr . ASHLEY. Ho w l ong has i t been si nce we have had sect i on 236
f unct i oni ng? Ho w l ong has i t been?

Mr . ARQUI LLA. I t i s st il l f unct i oni ng.
Mr . ASHLEY. The y have honor ed commi t ment s
Mr . COAN. I t i s f unct i oni ng wi t h r espect t o wha t i s i n t he pi pel i ne.

Ther e ar e proj ect ed st art s, act i vi t y f r om i t over t he next 2 fi scal year s
at l east .

Mr . ASHLEY. Wel l , I mus t s ay t hat I a m not per suaded at t hi s t i me
t hat we need t wo s uch pr ogr ams . The t est i mony t o dat e has been t hat
t he sect i on :8 pr ogr am s hows encour agi ng si gns of pr oduci ng st art s,
and t hi s i s t he fi rst t es t i mony t hat has come before u s —I don' t t hi nk
t hat Secr et ar y Har r i s r equest ed t hi s sect i on 236 aut hor i t y. She di d f or
sect i on 235- 1 year wi t h no addi t i onal f unds.

Mr . ARQUI LLA. We woul d be pl eased t o pr ovi de you wi t h mor e i nfor -
mat i on f or t he r ecord, i f you woul d so desi re r egar di ng t he sect i on 236
pr ogr am.

Mr . ASHLEY. Al l r i ght , si r.
Mr . COAN. Mr . Chai r man, t hi s resul t s f r om t he f eel i ng of our me m-

ber s who ar e bui l di ng t he hous i ng out t here. The y have f ound t hat sec-
t i on 236 i s a wor kabl e pr ogr am and t hat t he H U D offices know how
t o use it.

On e of t he bi g t hi ngs i s t hat i t has, i t i s an i nt egrat ed pr ogr am i n
t hat t he mor t gage i nsur ance and t he subsi dy ar e wr apped i nt o one ap-
pl i cat i on. Wher eas under sect i on 8, u p unt i l now, t her e has been a
gener al di scour agement t o use F mHA and even wher e F mHA proj ect s
wer e used we f r equent l y r an i nt o t he pr obl em of dual processi ng.

So you fi rst had t o process t he proj ect , t hen you had t o process f or
sect i on 8 and t hen you had t o process a t hi rd t i me t o get t he t wo
t oget her .

An d i t has been one of t he maj or pr obl ems wi t h t he const ruct i on of
hous i ng under t he sect i on 8 pr ogr am.

No w t hat doesn' t me a n t o say t hat wi t h s ome changes and i mpr ove-
ment s and a mor e sympat het i c admi ni st r at i on, t hat i t wi l l not move
mor e qui ckl y. But we t hi nk i t can wor k and we t hi nk i t can pr oduce
housi ng qui cker t han sect i on 8.

Mr . WYLI E. The publ i c l aw whi ch—wel l , t he publ i c l aw pr ovi des f or
t he sect i on 8 pr ogr am, and i t does pr ovi de f or debt servi ce, t hi s i s f or
rehabi l i t at i on proj ect s, I guess. I t does not pr ovi de f or debt servi ce
f or ne w proj ect s.

I s t hat wha t you ar e sayi ng?
Mr . COAN. Sect i on 8 i s not a f i nanci ng mechani s m or vehi cl e. I nst ead

i t i s a subsi dy vehi cl e. Wher eas sect i on 236 was an i nt egrat ed f i nanci ng
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and subsi dy vehi cl e. An d you pr ocessed i t onl y—onl y one set of pr ocess-
i ng ha d t o t ake pl ace.

Wi t h sect i on 8 you have t o pr ocess i n t wo separ at e channel s wi t hi n
H U D a nd t hen br i ng t he t wo t oget her . An d t hat has been one of t he bi g
pr obl ems of get t i ng ne w uni t s goi ng.

Mr . O' TooLE. Ther e i s anot her aspect t o i t , t oo. Thi s r esol ut i on ema -
nat ed f r om our r ehabi l i t at i on commi t t ee. An d one of t he r easons t hose
peopl e wer e par t i cul ar l y i nt er est ed i n t he r eact i vat i on of sect i on 236,
I t hi nk t hey ar e basi cal l y t al ki ng about a sect i on 236 wi t h a r ent sup-
pl ement . The sect i on 8 pr ogr am has been pr et t y muc h bogged do wn i n
adver t i si ng r equi r ement s a nd by t he need f or ma ki ng pr oposal s.
Wher eas i n t he r ehabi l i t at i on ar ea t hey have f ound t hat , t hey t hi nk i t
woul d be bet t er t o have t he sect i on 236 wa y, whi ch woul d be a mor e
at t ract i ve package f or t he syndi cat i on peopl e.

The y coul d do t he sect i on 236 proj ect s wi t hout as muc h paper wor k
as i n sect i on 8.

Mr . ASHLEY. Yo u s ay t hat you ar e concer ned about t he sect i on 8
pr ogr ams f or exi st i ng housi ng.

Wh a t has been t he t r end?
Mr . COAN. The use of t he pr ogr am on exi st i ng houses.
Mr . ASHLEY. Coul d you pr ovi de s ome i nf or mat i on on t hat f or t he

r ecor d?
Mr . COAN. We woul d be gl ad t o.
Ther e has been s omet hi ng l i ke 30, 000 st ar t s under t he sect i on 8

pr ogr am, and t her e ar e s ome 100, 000 uni t s occupi ed. Ther e has been
muc h mor e act i vi t y al l egedl y under sect i on 8 exi st i ng t han new.

Mr . ASHLEY. Of cour se, sect i on 8 i s s uppos ed t o pr ovi de hous i ng t hat
wi l l s uppor t t he hous i ng assi st ance pl ans whi ch ar e r equi r ed under
t he act .

I s i t your f eel i ng t hat i n t he past H U D has t r i ed t o gui de t he de-
t er mi nat i ons refl ect ed i n t he H A P pl ans? I s t hat wha t you ar e sayi ng?

Mr . COAN. I can s peak t o t hat f r om per sonal exper i ence. I a m on
t he Commi s s i on of t he Hous i ng a nd Redevel opment Aut hor i t y of
Fai r f ax Count y a nd we ar e r esponsi bl e f or pr epar i ng t he hous i ng
assi st ance pl an f or Fai r f ax Count y as wel l as hel pi ng t o get hous i ng
pr oduced out t here. An d we had sever al exper i ences deal i ng wi t h
H U D i n connect i on wi t h our hous i ng assi st ance pl an and i n connect i on
wi t h our effort s t o get hous i ng al l ocat i ons bei ng pus hed i n t he di rec-
t i on of exi st i ng hous i ng and havi ng even been t ol d t o do so. And, i n
fact , t her e wa s a r at her i nf amous l et t er whi ch wa s pus hed out of t he
Phi l adel phi a r egi onal office a nd wa s di r ect ed t o t he ar ea offices wi t hi n
t he r egi on t hat ai med i n t hat ver y di rect i on.

Mr . ASHLEY. We addr essed our sel f t o t hat s a me si t uat i on l ast year
i n t he Hous i ng Ac t Ame ndme nt s of 1976 whe n we i ncl uded i n t he
r epor t l anguage on page 16 t he f ol l owi ng, t he conf er ees on t he act
expect t hat t he Secr et ar y of H U D wi l l t ake t he appr opr i at e st eps t o
assur e ful f i l l ment of t he i nt ent of Congr es s t hat l ocal communi t i es , not
t he Feder al Gover nment , det er mi ne t he mi x of ne w and exi st i ng uni t s.
The i mpor t ance of t hi s sys t em i s cl ear l y r ecogni zed i n t he c omment s
f r om t he Hous e commi t t ee r epor t .

So I woul d hope t hat t hi s mat t er coul d be r esol ved l ar gel y on t he
basi s of i mpl ement at i on of t he i nt ent of Congr es s as cont ai ned i n t hi s
l anguage.
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COAN. We hope so, t oo.
Yo u know, i t i s not real l y cl ear, and cer t ai nl y t her e i s a new admi n-

i st rat i on and a ne w Secr et ar y and ne w peopl e. An d we ar e hopef ul
t hat t her e wi l l be bet t er at t ent i on t o t hi s.

Mr . ASHLEY. I doubt t hat Congr es s i s goi ng t o t ake a vi ew ot her t han
t hat cont ai ned i n t he 1974 act .

Cer t ai nl y i t has not c ome t o my at t ent i on t hat i t i s apt t o do t hat .
So I guess we ar e goi ng t o al l ow t he l ocal communi t i es t o det er mi ne

t he mi x as bet ween ne w and exi st i ng uni t s, per i od.
Do you have obj ect i on t o t hat ?
Mr . COAN. We have not asked f or a change i n t he l aw, Mr . Chai r man.
We ar e sayi ng t hat we t hi nk t her e has been a bi as i n t he admi ni s-

t r at i on and t here i s al so a bui l t -i n bi as wi t h t he past wa y budget
aut hor i t y i s cal cul at ed, an i ssue whi ch i s ment i oned i n our st at ement .
Our concer n i s wi t h a l i mi t at i on on budget aut hor i t y t hat f l ows out of
appr opr i at i ons process

Mr . ASHLEY. We ar e addr essi ng our sel ves t o t he s ame t opi c. I mi ght
s ay t hat i n t he pr esent at i on of t he fi scal 1977 hous i ng suppl ement al
j ust i fi cat i on f or an i ncrease i n t he numbe r of sect i on 8 uni t s t o 400, 000
was t wof ol d.

One j ust i fi cat i on was t hat dur i ng t he t ransi t i on per i od t he sect i on 8
commi t ment s went f or war d on an annual i zed basi s of 400, 000 and
t hat l eft a shor t fal l as f ar as fi scal year 1977 wa s concer ned. An d no-
body ar gued wi t h t hat j ust i fi cat i on.

The second j ust i fi cat i on was t hat t her e wa s r at her mor e n e w e on
st ruct i on under sect i on 8 t han had been ant i ci pat ed wi t h r espect t o
fi scal year 1977.

So t hat woul d i ndi cat e, i f t hat second j ust i fi cat i on has mer i t , t hat
per haps your f ear s ar e not as wel l f ounded as you mi ght suppose.

Mr . COAN. Wel l , we have had r epor t s f r om t he field, f r om our
member s , who have been t ol d t hat t her e j ust i s not adequat e budget
aut hor i t y t o go ar ound f or ne w const ruct i on and t hat t her efor e avai l -
abl e f unds wi l l go i nt o t he exi st i ng pr ogr am.

Ther e i s no quest i on t hat Secr et ar y Har r i s ' pr oposal s do cont em-
pl at e, f or t hi s fiscal year , a subst ant i al i ncrease i n t he amount of con-
t ract aut hor i t y whi ch wi l l be used f or ne w and exi s t i ng—f or new
and reha, bi l i t at i on—as wel l as exi st i ng al so.

But mor e of an i ncrease wi t h r espect t o ne w and rehabi l i t at i on.
The per cent ages ar e about t he s ame i n bot h cases, but t he number s

ar e great er .
We ar e real l y expr essi ng a concer n whi ch f l ows f r om past exper i ence.
An d I don' t k n o w—n o one knows exact l y wha t i s happeni ng—but

we t hought i t shoul d be br ought t o your at t ent i on as a concer n t hat
we have.

Mr . ASHLEY. I t hi nk i t i s j ust i fi ed and I can under s t and it.
Let me ask one fi nal quest i on, so t hat ot her member s can have an

oppor t uni t y t o quest i on.
I n your commons ens e subsi dy pr ogr am. , whi ch I t hi nk i s a ver y

val uabl e cont r i but i on t o t he i ni t i at i ves t hat ar e bei ng t aken i n devel op-
i ng al t ernat i ves wi t h r espect t o homeowner s hi p oppor t uni t i es, you
suggest t hat t her e ar e act ual l y t wo pr ogr ams . The first woul d pr ovi de
assi st ance f or t he pur chase of up t o 100, 000 new or subst ant i al l y
rehabi l i t at ed uni t s each year i n i nner-ci t y nei ghbor hoods.
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An d t he second woul d pr ovi de assi st ance f or t he pur chase of up t o
300, 000 such uni t s each year i n ot her ur ban and s ubur ban areas.

Ho w di d you ar r i ve at t hat mi x of 100, 000 t o 300, 000?
Wa s t here any met hodol ogy used?
Mr . COAN. Wel l , i n t he cour se of a di scussi on whi ch wa s hel d

bet ween t he officers and t he staff, concer ni ng t he f l eshi ng out of t he
pr oposal whi ch wa s first advanced i n Sept ember , and i n an effort t o
di rect at t ent i on t owar d t he i nner ci t y, t he feel i ng was t hat per haps
t hat t hi s was about t he degr ee of magni t ude at whi ch i t coul d be
handl ed.

I t i s not a scient i fi c desi gn, but i t was fel t t hat t hi s magni t ude coul d
be handl ed, and t hat t her e i s pr obabl y goi ng t o be a gr eat er de ma nd i n
ot her t han i nner-ci t y nei ghbor hoods, and t hat 100, 000 uni t s i s a fai r l y
subst ant i al amount when t hi s i s compar abl e wi t h t he number of uni t s
processed by Far mer s Ho me Admi ni s t r at i on i n our r ur al areas.

Mr . ASHLEY. Wh a t about exi st i ng homes ? Ar e t hey i ncl uded i n t hi s
at al l ?

Mr . COAN. Onl y subst ant i al rehabi l i t at i on.
Mr . ASHLEY. Tha t obvi ousl y pr esent s an ar ea of di fficul t y as f ar as

ot her s who have test i fied or wi l l t est i fy : Wh e n t hey l ook mor e car eful l y
at exact l y what t he homeowner s hi p pat t er n is.

I t i s s omet hi ng t hat we have become qui t e f ami l i ar wi t h i n t he past ,
on bot h si des here.

Mr . Evans ?
Mr . EVANS. Tha nk you, Mr . Chai r man.
I was pl eased t o have a chance t o go t hr ough s ome of your vi ews

and r ecommendat i ons , and I t hi nk your gener al t heme at l east i n t he
t est i mony as I r ead i t , t hat we need a l i t t le mor e commons ens e i nput
i nt o t he housi ng pr ogr ams i n t hi s count r y and t hr ough t he appoi nc-
ment s of several peopl e t o key admi ni st r at i on posi t i ons wi t hi n HUD,
is goi ng t o be a good st ep i n t he r i ght di rect i on.

I , t oo was i nt eret sed i n t hat br eakdown of t he 100, 000 t o 300, 000
uni t s. And I t hi nk you have i ndi cat ed how t hat br eakdown was
ar r i ved at .

I t hi nk t hat —agai n I woul d agr ee wi t h t he chai r man t hat your pro-
posal s her e i n t he commons ens e housi ng subsi dy pr ogr am ar e ones
t hat we need t o consi der .

I have not had a chance t o r ead al l of t he pr oposed bi l l her e i n t he
backgr ound. But I t hi nk i t i s a ver y useful t ool f or t hi s subcommi t t ee.

An d I don' t have any quest i ons at t hi s t i me, Mr . Chai r man. But I
woul d l i ke t o t hank you f or comi ng up her e t hi s af t er noon and present -
i ng t hese vi ews.

I a m sur e t hat we wi l l ver y careful l y consi der t hem and di scuss t hem
i n t he comi ng days and weeks.

Mr . ASHLEY. Mr . Wyl i e?
Mr . WYLI E. Tha nk you, Mr . Chai r man.
Mr . ASHLEY. Woul d t he gent l eman yi el d f or a mi nut e?
Mr . WYLI E. Cer t ai nl y.
Mr . ASHLEY. Si nce we ar e t al ki ng about your c ommone ns e ap-

pr oach, i s i t your i dea t hat t hi s woul d be a compl ement ar y appr oach t o
homeowner s hi p, t hat we woul d keep t he t andem pr ogr am and t hi s
pr ogr am?

Mr . COAN. Yes . I woul d t hi nk so, Mr . Chai r man.
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Mr . ASHLEY. Woul d you keep t he t andem pr ogr am as a count er-
cycl i cal t ool ?

Mr . ARQUI LLA. I bel i eve t hat t he Br ooke- Cr anst on t ype woul d be a
count ercycl i cal t ool . I t i s bei ng used r i ght now, as you wel l know, i n
mul t i f ami l y housi ng, and i t i s t he onl y t hi ng t hat i s gi vi ng i mpet us t o
t he resur rect i on of t he mul t i f ami l y sect or r i ght now.

However , i t i s our feel i ng t hat t he commons ens e subsi dy pr ogr am
woul d compl ement ot her pr ogr ams by speci fi cal l y addr essi ng t he
pr obl em of hi gh mor t gage rat es. The i nf or mat i on we have gi ven you
i s not t he ul t i mat e answer . Cer t ai nl y t her e ma y be s ome changes t o it .

But we do feel t hat i t woul d be an ongoi ng pr ogr am t hat coul d
event ual l y t ake car e of i t sel f and not need f ur t her Gover nment hel p
i n t he fut ur e.

I t woul d be somet hi ng t hat , wi t h t he r et ur n of f unds t o t he Feder al
Gover nment , coul d cont i nue i t sel f, so t o speak, i n year s t o come.

An d cer t ai nl y, i t woul d be a pr ogr am t hat i s not " a f ree l unch. " I t
woul d be a hel p t o t hose who real l y need a hel p at t hi s poi nt because
t hey can' t af ford hi gh i nt erest rat es, and i t woul d be a pr ogr am t hat
woul d be r ecycl i ng t o t he Gover nment f unds f or use by ot her pur -
chaser s at a l at er dat e.

Mr . WYLI E. I woul d just , l i ke t o ma ke an observat i on, Mr . Chai r man.
We al l ar e commi t t ed t o a nat i onal housi ng pr ogr am; at l east I know
t hi s subcommi t t ee is. An d I t hi nk we al l want t o do t he r i ght t hi ng,
or at l east I do.

But I wi l l s ay t hat how t o go about doi ng t he r i ght t hi ng somet i mes
i sn' t al l t hat cl ear as f ar as our nat i onal hous i ng pr ogr ams ar e con-
cer ned. We have so ma ny di f ferent compl i cat ed provi si ons i n t he l aw
now and so ma ny di fferent pr ogr ams ongoi ng al l t he t i me.

An d I t hi nk we need a commons ens e appr oach t o t hi s pr obl em. But
whe n you t al k about i mpl ement i ng t he 235 pr ogr am agai n and t he
sect i on 236, and t he t andem pr ogr am and mi xi ng t hat i nt o t he ne w
sect i on 8 pr ogr am whi ch you say you don' t t hi nk i s wor ki ng r i ght now,
you mus t admi t t hat t her e i s s ome confusi on.

Wh e n I hear d Secr et ar y Har r i s say t hat she t hought t he sect i on 8
pr ogr am pr obabl y wa s t he mos t vi abl e one, and I t hi nk t hat i s a f ai r
anal ysi s of what she was sayi ng, t he mos t vi abl e pr ogr am we have
goi ng r i ght now, I mus t s ay t her e was s ome appeal t o me i n t hat .

I have seen a sect i on 8 pr ogr am. , at l east get off t he gr ound, i n my
own communi t y i n Col umbus , Ohi o. An d i t i s a l ar ge sect i on 8 pr o-
gr am. But t he i dea of havi ng a t ot al communi t y aspect whi ch i s possi bl e
under t he sect i on 8 pr ogr am r at her appeal s t o me i n t hat you get
anot her mi x and t hat i s a mi x of commer ci al devel opment , s hoppi ng
cent ers, rent al urri ts, apar t ment communi t i es , and si ngl e- f ami l y
dwel l i ng uni t s on t he out er per i met er whi ch pl ays i nt o t he communi t y
as a whol e.

An d I woul d l i ke your c omme nt on t hat . I t hi nk t hat s ome of t hese
ot her pr ogr ams we have had i n t he past l i ke t he sect i on 236 and t he
sect i on 235 real l y went agai nst t hat ki nd of a concept and went i n
f avor of j ust put t i ng up si ngl e- f ami l y resi dences i n an ar ea whi ch
mi ght not ot her wi se be abl e t o sust ai n si ngl e- f ami l y resi dences, i n ar eas
whi ch had a rel at i vel y hi gh t ax base pr evi ousl y or at one t i me i n t he -
past had a rel at i vel y hi gh t ax base.
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So I l i ke t he so-cal l ed ur ban r enewal pr ogr am whi ch has been mor e
or l ess, I t hi nk, revi t al i zed under t he so-cal l ed sect i on 8 pr ogr am.

Mr . ARQUI LLA. Mr . Wyl i e, at t he begi nni ng of our s t at ement I t hi nk.
i t was ment i oned t hat we agr ee wi t h Secr et ar y Har r i s t hat at t hi s t i me,
t i me does not per mi t us at t hi s j unct ur e t o do anyt hi ng el se but t o wor k
wi t h t he pr ogr ams we have and cont i nue t o wor k f or t hei r i mpr ove-
ment .

I al so ment i oned t hat we wer e ver y pl eased t hat t he subcommi t t ee
was t aki ng t he t ask for ce appr oach t o t r y and devel op ne w t ypes of
housi ng pr ogr ams t hat woul d be mor e effect i ve i n t he fut ur e.

At t he pr esent t i me, i t i s our f eel i ng t hat sect i on 8 i s a ver y cumber -
s ome pi ece of l egi sl at i on t o wor k wi t h and t hat i t i s not bei ng used

Mr . WYLI E. Cumber s ome as f ar as t he communi t y devel opment i s
concer ned or as f ar as l ocal devel oper s ar e concer ned?

Mr . ARQUI LLA. I t i s ver y cumber s ome t o wor k wi t h as a bui l der .
Mr . WYLI E. As a bui l der ?
Mr . ARQUI LLA. Yes. I t i s ver y difficult t o wor k wi t h. An d we woul d

l i ke ver y muc h t o see t he t ask for ce r epor t s come out wi t h s ome rec-
ommendat i ons f or si mpl i f i cat i on of pr esent l egi sl at i on, s omet hi ng t hat
i s not goi ng t o be so compl i cat ed, s omet hi ng t hat i s not goi ng t o t ake
us 18 mont hs t o 24 mont hs t o get appr oval on. An d by t he t i me we get
appr oval , i t i s no l onger a vi abl e proj ect because t hi ngs have changed
consi derabl y dur i ng t hat l engt h of t i me.

We know t hat you have a har d, difficult chor e i n devel opi ng hous i ng
pr ogr ams t hat ar e goi ng t o be effect ive. We don' t s ay t her e ar e any
si mpl e sol ut i ons. An d you gent l emen who wor k wi t h i t dai l y cer t ai nl y
have a bet t er handl e on i t t han per haps we do as bui l ders.

I me a n we wor k wi t h wha t you devel op and wha t t he Secr et ar y of
H U D comes out wi t h. But we woul d cer t ai nl y be i n f avor of el i mi nat -
i ng s ome of t hese pr ogr ams t hat have become so cumber s ome, and
repl ace t hem wi t h s omet hi ng t hat woul d be f ar mor e s i mpl e t o use as
f ar as t he bui l der i s concer ned.

Mr . WYLI E. I t hi nk t hat i s r at her wha t we wer e t r yi ng t o do whe n
we wer e commi t t ed t o phasi ng out t he so-cal l ed sect i on 236 pr ogr am,
t o el i mi nat e s ome of t he cumber s ome pr ogr ams . An d her e we ar e back
agai n wi t h t hi s.

Mr . ARQUI LLA. Wel l , appar ent l y our bui l der s feel t hat i t wa s f ar
bet t er and f ar easi er t o wor k wi t h sect i on 236 t han i t i s wi t h sect i on 8.

Mr . WYLI E. Yo u don' t t hi nk we shoul d r epeal t he Communi t y
Devel opment Act , do you?

Mr . ARQUI LLA. No, si r, I di d not s ay t hat .
Mr . WYLI E. On page 9 of your st at ement i v t he first ful l par agr aph,

you say, " One , we r ecommend t he enact ment of a provi si on i n whi ch
H U D woul d ma ke debt servi ce payment s on unr ent ed uni t s dur i ng t he
r ent up phase of a proj ect . "

An d I have a copy of Publ i c La w 94- 375 her e whi ch was suppl i ed
t o me by t he staff, whi ch says i n t he second par agr aph, al mos t your
l anguage.

I n t he cas e of ne wl y cons t r uct ed or subst ant i al l y r ehabi l i t at ed pr oj ect s af t er
s uch 6 0- day per i od i n a n a mo u n t equa l t o t he debt , ser vi ce at t r i but abl e t o s uc h
a n unoccupi ed dwel l i ng uni t f or a per i od not t o excee d 1 year , i f a good f ai t h
ef f or t i s bei ng ma d e t o fill t he uni t a nd t he uni t pr ovi des decent , s af e, a n d
s ani t ar y hous i ng.
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Doesn' t t hat provi si on r i ght t her e s ay wha t you want t o do?
Mr . ARQUI LLA. Tha t i s af t er i ni t i al occupancy, t hough, i sn' t i t ?
Mr . WYLI E. Wel l , t hen, i n t he commi t t ee r epor t l ast year , t hat

quest i on c ame up dur i ng t he conf er ence on t he di f ference bet ween t he
t wo bil l s whi ch passed t he Houses . An d t hi s commi t t ee l anguage was
added on page 19.

I t says, t hese payment s coul d be ma de ei t her dur i ng t he i ni t i al r ent -
up per i od or subsequent l y.

Mr . O' TooLE. I don' t t hi nk t hey have i mpl ement ed t hat provi si on.
The basi c t hrust of what we ar e t r yi ng t o get at i s t he quest i on of
get t i ng bet t er secur i t y f or sect i on 8, and basi cal l y we suppor t t he
r ecommendat i ons f r om t he St at e housi ng f i nance agenci es who have
been i nt erest ed i n get t i ng bet t er secur i t y f or t hei r mor t gages so t hat
t hey can f i nance t hei r bonds.

An d one of t he pr obl ems we have had wi t h sect i on 8, bot h wi t h t he
bonds and al so wi t h t he convent i onal mar ket , i s t o assure bet t er
secur i t y f or t he sect i on 8 proj ect s.

Mr . WYLI E. Th e n —ma y I respect ful l y s ubmi t t hat i t i s not t he
enact ment t hat i s necessary. I t i s t he admi ni st r at i on of t he pr ovi si on
t hat i s necessary.

So we need t o go back t o t he Hous i ng and Ur ba n Devel opment
Depar t ment agai n and suggest t hat wha t we meant was wha t we sai d,
t hat e ve n dur i ng t hese pr er ent al per i ods, t hat you coul d have debt
servi ce avai l abl e t o you.

Mr . ARQUI LLA. We woul d appreci at e any hel p you coul d gi ve us.
Mr . WYLI E. Yo u want t he l anguage whi ch i s i n t he r epor t , i s t hat i t ?
Mr . ARQUI LLA. Possi bl y.
Mr . WYLI E. OK. On page 7 i t says, wi t h r espect t o sect i on 8, we

have t wo over r i di ng concer ns. We bel i eve t hat t he subsi di zed housi ng
pr ogr ams ar e bei ng under mi ned by t he unreal i st i c f or mul a used i n
t he cal cul at i ons f or our budget aut hor i t y.

I a m not sur e I know what you me a n t here. Do you me a n t hat onl y
t he por t i on of t he budget whi ch i s at t r i but abl e t o t hat year i s i ncl uded
i n t he budget process or t he t ot al commi t ment i s i ncl uded i n t hi s
budget ?

Mr . ARQUI LLA. -Wh a t we me a n t here, Mr . Wyl i e, i s t hat whe n t he
budget i s devel oped, i t i s devel oped on t he basi s t hat a t ot al amount
of f unds wi l l be set asi de f or a par t i cul ar uni t . An d i t i s unreal i st i c i n
t he sense t hat t he onl y t i me t hat t hat woul d happen i s i f t he occupant
of a dwel l i ng di dn' t have any i ncome and we know t hat t hat i s not
t he cas e across t he count r y.

An d so wha t t hey ar e doi ng i s, t hey ar e sayi ng t hat t he commi t ment
i n t he budget i s muc h hi gher t han i t real l y i s and i t i s r educi ng t he
amount of i ndi vi dual s who can par t i ci pat e, real l y. Tha t i s what we
ar e sayi ng.

Mr . WYLI E. I have j ust one mor e quest i on, Mr . Chai r man.
On page 14 you s ay, t hese ar e t hose f ami l i es i n t he l ower mi ddl e-

i ncome bracket s who have been pr i ced out of t he mar ket as a resul t
of hi gh mor t gage i nt erest rat es.

Wh y do we have hi gh mor t gage i nt erest r at es?
Mr . ARQUI LLA. Not bei ng a savi ngs and l oan ma n or a t hri f t

i nst i t ut i on ma n, I real l y can' t t el l you. The y tell us t hat i t i s because
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of t hei r i ncr eased cost s. An d par t of t hei r i ncr eased cost i s t he hi gher
i nt erest rat es t hat t hey mus t pay t hei r deposi t or s i n t he f or m of
CD' s , and t hat al so i t i s a quest i on t hat t hei r cost s of oper at i on have
i ncreased.

Mr . WYLI E. I t hought you mi ght get i nt o s ome di scussi on of fi scal
pol i cy and budget defici t s and t hat sor t of t hi ng.

But t hank you ver y much.
Mr . ARQUI LLA. I t i s a good t i me t o cal l on Mr . Pat t er son. [ Laught er . ]
Mr . PATTERSON. Tha nk you, Mr . Chai r man.
I t i s a pl easure t o have you here, Mr . Ar qui l l a, even t hough I di d

not hear your t es t i mony, I have r ead i t , and I woul d l i ke t o ask you
a f ew quest i ons.

I n your di scussi on of t he f ut ur e rol e of F HA, t he t wo suggest i ons
I recal l r eadi ng wer e r educi ng t he downpayment r equi r ement s and
i ncreasi ng t he mor t gage l i mi t s.

Do you have ot her pr oposal s t hat ar e ei t her her e, and I di d not see
t hem, or ot her suggest i ons t hat woul d ma ke F HA mor e wor kabl e?

Mr . ARQUI LLA. Yes . We under s t and t hat t hey ar e goi ng t o t r y t o
ma ke F HA an i ndependent agency wi t hi n H U D and gi ve t he F HA
Commi ss i oner l i ne aut hor i t y, and cer t ai nl y t hat woul d be a t r emen-
dous hel p as f ar as F HA i s concer ned.

Wh e n a ma n i s i n char ge of an ar ea and he cannot cont rol hi s sub-
ordi nat es t hat l eaves somet hi ng t o be desi red. An d i t i s our under -
s t andi ng t hat t hi s i s goi ng t o be l ooked i nt o and possi bl y changed.

Mr . PAr r ERs oN. An d you woul d be suppor t i ve of t hat as a posi t i ve
st ep?

Mr . ARQUI LLA. Absol ut el y, yes.
Mr . PAT' r ERSON. Tha t i s i ndependent wi t hi n t he Depar t ment or out -

si de t he Depar t ment ?
Mr . ARQUI LLA. Wi t hi n t he Depar t ment —act ual l y, wi t hi n or wi t h-

out . I f t hey can do i t f r om wi t hi n, gr eat . I f t hey cannot , t hen I t hi nk
we wi l l have t o t ake a second l ook at it. But we have t o gi ve t hem, an
oppor t uni t y t o t ry. I t i s easy t o say, " Tha t i s not goi ng t o wor k, "
wi t hout gi vi ng i t an effort . An d I t hi nk we have t o gi ve i t an effort .

An d i t woul d cer t ai nl y be s i mpl er t o do i t f r om wi t hi n. I f t hey have
any dedi cat i on t o t he concept at al l , i t woul d cer t ai nl y be si mpl er .

Mr . PATTERSON. Do you want t o add t o t hat , Mr . Coa n ?
Mr . COAN. I t hi nk basi cal l y we j ust want t o get t he t hi ng wor ki ng.

An d t he l i ne aut hor i t y and t he gr eat er cont rol of t he F HA Commi s -
si oner over t he f unct i ons whi ch he i s r esponsi bl e f or we bel i eve woul d
do a l ot t owar d goi ng i n t hat di rect i on.

Thi s ma y wel l i nvol ve s ome real l ocat i on or responsi bi l i t y wi t hi n t he
area, i n t he r egi onal offices. We know s ome of t hese t hi ngs ar e bei ng
consi der ed and t al ked about . I t hi nk we have j ust deci ded t o si t back
and see whet her t hese t hi ngs occur bef or e we go beyond t hat and
spl i t t he t hi ng off f r om wher e i t i s now.

Mr . PATTERSON. Your suggest i on, as I recal l , i s t hat t he t andem or
Br ooke- Cr anst on pl an be mai nt ai ned on al mos t a s t andby basi s. Tha t
i s my recol l ect i on.

Ar e you r el yi ng, t hen, on sect i on 235 as bei ng mor e i mpor t ant or
mor e t he di rect i on t hat you woul d l i ke t o see t he count r y t ake wi t h
r egar d t o meet i ng t he needs of mi ddl e- i ncome f ami l i es? Or , i f not ,
wha t ot her appr oaches?
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Mr . ARQUI LLA. Wel l , sect i on 235 basi cal l y serves t he l ower i ncome
fami l i es.

Mr . PATTERSON. Thes e days , does i t ?
Mr . ARQUI LLA. Yes ; even t hese days. I woul d t hi nk t hat our Co m-

mo n Sense subsi dy pr ogr am woul d fill t hat mi ddl e- i ncome br acket and
t he l ower mi ddl e- i ncome bracket . An d I woul d suggest t hat we cont i ne
Br ooke- Cr anst on onl y t o keep i t on t he books as an ext ensi on, and
have s omet hi ng t o fal l back on i f and whe n we r un i nt o anot her di sas-
t r ous si t uat i on l i ke i n 1973, and Go d f or bi d t hat we do.

Mr . COAN. I t hi nk one t hi ng i s t hat we have, we do feel t hat t her e
stil l i s a cont i nued need f or t he use of Br ooke- Cr anst on t hi s year wi t h
respect t o t hese f ami l i es, especi al l y i n t he convent i onal ar ea. We have
expr essed s ome hope t hat i t woul d be ma de avai l abl e now t hat Fanni e
Ma e i s get t i ng i nt o i t s o wn secondar y mar ket si t uat i on f or conven-
t i onal mul t i f ami l y mor t gages .

Mr . ASHLEY. Wh y cannot t he Co mmo n Sense pr ogr am do al l of
t hese t hi ngs? I t hi nk i t i s at 71/ 2 percent . An d her e you have aut hor i t y
t o l ower i nt erest rat es by 3 percent , but not bel ow 6 percent . Wh a t i s
t he answer t o t hat ?

Mr . ARQUI LLA. I f you coul d pr ovi de f undi ng wi t h t he pr ogr am i t
coul d wor k.

Mr . ASHLEY. But you sai d i n r esponse t o a quest i on f r om me t hat
you want ed t o do bot h. An d t hat pr esupposed t hat bot h woul d be
f unct i oni ng.

Mr . ARQUI LLA. I f i t wer e f unct i oni ng, fi ne.
Mr . COAN. Br ooke- Cr anst on pr ovi des mor t gage money. An d t he

Co mmo n Sense pr oposal cont empl at es t hat t her e i s mor t gage money
out t her e, and t her e ma y be a need t o br i ng t he i nt erest r at e down t o
6 percent .

Mr . ASHLEY. I a m not sur e I under s t and wha t you mean. I t i s not a
di rect l oan pr ogr am?

Mr . COAN. Br ooke- Cr anst on i s, yes, t hr ough Gi nny Mae . Becaus e
Gi nny Ma e buys l oans f r om t he or i gi nat ors. An d i t does pr ovi de t he
f unds di rect l y, wher eas our Co mmo n Sense pr oposal woul d be not hi ng
mor e t han—i t does not cont empl at e any pur chase of mor t gages by
Gi nny Mae .

Mr . ASHLEY. But i t coul d, t hough, coul dn' t i t ?
Mr . COAN. No.
Mr . ASHLEY. Wh y don' t you pr ovi de f or t hat ? Wh y won' t you put

t hat i n t he pr oposal ?
Mr . COAN. The Co mmo n Sense pr oposal i s a i med at ser vi ng t hat

s egment of t he mar ket whi ch i s now out of t he ma r ke t —a nd t hat i s
because of t he i nt erest r at e si t uat i on—t o get down t o 6 or 7 per cent
mor t gage rat es t o ser ve peopl e such as t he f i r eman, t he pol i ceman, t he
bl ue col l ar wor ker who has f ound hi msel f pr i ced out of t he mar ket .
An d our bel i ef i s t hat i t i s because of t he i nt erest rat e si t uat i on.

Br ooke- Cr anst on br i ngs rat es down s omewhat , but i t al so suppl i es
credi t whi ch ma y or ma y not be abl e t o be suppl i ed sol el y t hr ough
t he means of a Co mmo n Sens e pr oposal .

Mr . ASHLEY. Tha nk you. Mr . Pat t er son?
Mr . PATTERSON. I wi l l t r y t o move on.
I not i ce we have a quor um cal l her e.
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Mr . ASHLEY. I t i s t he i nt ent i on of t he Chai r , i f we have a quor um
cal l goi ng, t o cont i nue t he hear i ngs. We wi l l have anot her wi t ness. So,
Me mbe r s who ma y wi sh t o ans wer t he quor um can c ome back and do
so
'

and we wi l l st il l be oper at i ng.
Mr . PATTEns oN. Le t me t r y a coupl e of qui ck quest i ons.
On page 11 you t al k about t he f l ood i nsur ance pr ogr am and sug-

gest ed a change f r om t he 100- year s t or m t o t he 50- year s t or m.
Do you have any dat a t hat woul d i ndi cat e t hat we ar e st il l prot ect -

i ng t he i nt erest s of peopl e i n f l ood- pr one ar eas i f we di d ma ke such a
change, and i f you do not have i t , woul d you be abl e t o s uppl y us wi t h
such i nf or mat i on f or t he r ecor d?

Mr . O' TooLE. Ri ght now we have cont r act s wi t h t he Fl ood. I nsur -
ance Admi ni s t r at i on. An d I t hi nk we can pr ovi de t hat f or t he r ecord.

Mr . P A WE R S O N . I n ma n y ar eas of t he Sout hwes t you do not have
r i vers as t hey ar e nor mal l y def i ned. Wh e n i t rai ns, whi ch i s not of t en,
whe n i t rai ns, and we wi sh i t wer e a l i t t le mor e of t en i n Cal i forni a,
but whe n i t r ai ns t oo of t en and t oo heavy i n a shor t per i od of t i me,
i nst ead of r unni ng i n r i vers, whi ch we don' t have, t hey ar e dr y any-
way, i t j ust sheet f l ows al l t he wa y across.

An d t he di f ference bet ween a 50- year s t or m or a 100- year s t or m
mi ght me a n whet her or not a ci t y i s under 2 feet of wat er or 4 i nches
of wat er .

So, t hat dat a woul d be i mpor t ant at l east I t hi nk i n t he dr i er ar eas
of t he count r y.

Mr . AR QUI L L A. Al l r i ght .
We can s uppl y t hat i nf or mat i on f or t he r ecord.
[ At t he t i me t he hear i ng went t o press, no i nf or mat i on had been

recei ved f r om Mr . Ar qui l l ad
Mr . P AT T E R S ON. I had s ome quest i ons on t he Co mmo n Sense ap-

pr oach. I t hi nk t he chai r man sor t of asked wha t I wa s goi ng t o ask,
how does i t di ffer i n a meani ngf ul wa y f r om t he t andem or wha t can
one do t hat t he ot her cannot do.

And, agai n, I j ust qui ckl y r ead it. But i t r educes up t o 3 percent , I
guess, t he amount of i nt erest avai l abl e.

I t hi nk Mr . Coa n expl ai ned s ome of t hat .
Al so one par t of t he pl an f or t he i nner ci t y pr ovi des f or any i ncome

l evel . I t hi nk ma ybe t hat i s a good i dea f or t he i nner ci t y.
An d t hen t he 300, 000 uni t s, t he s ubur ban ar eas, woul d t her e be an

i ncome l i mi t on t hat ?
Mr . AR QUI L L A. 150 per cent of medi an i ncome. Not t o exceed t hat

l evel .
Mr . P AT r E R S ON. Woul d you charact er i ze t he di f ference bet ween t he

t wo, t hen, a s —I a m t hi nki ng of t he sect i on 235.
The Co mmo n Sense appr oach woul d r each a muc h hi gher i ncome

l evel , obvi ousl y.
Mr . AR QUI L L A. Tha n t he sect i on 235, yes.
Mr . P AT T E R S ON. Mr . Chai r man, I have no f ur t her quest i ons, at t hi s

poi nt , anyway.
Mr . ASHLEY. Al l r i ght .
Mr . P AT T E R S ON. Tha nk you.
Mr . ASHLEY. Ha ve you had an oppor t uni t y t o devel op s ome as sump-

t i ons and put s ome cal cul at i ons i nt o a model t o ar r i ve at s ome pr e-
l i mi nar y cost f i gures f or your Co mmo n Sense subsi dy pr ogr am?
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Mr . ARQUI LLA. Yes. We have done t hat .
Mr . COAN. We have s ome, Mr . Chai r man.
An d based on t he use of t he ful l subsi dy, you real i ze t hat t he ful l

subsi dy woul d not be used t oday on t he Co mmo n Sense pr ogr am,
si nce t he mar ket rat e i s appr oxi mat el y 8. 5, 8. 6 percent .

Mr . ASHLEY. But you ar e f i gur i ng on t he ful l 3 per cent ?
Mr . COAN. Yes . We have done our cal cul at i ons based on t he ful l

3 per cent f or t he l ower , l owest pri ce.
Mr . ASHLEY. Wh a t does i t s how?
Mr . COAN. Us i ng a spr ead o f —a nd i t i s arbi t r ary det er mi nat i ons

as t o how ma ny uni t s woul d go i nt o e a c h—we have got t hat i n t he bil l ,
al so, however .

Mr . ASHLEY. Bas ed on t he 100, 000 t o 300, 000?
Mr . COAN. Yes . An d we ar e t al ki ng about i n t he nei ghbor hood

of about $1 bi l l i on.
Mr . ASHLEY. A year ?
Mr . COAN. Yes . About $1 bi l l i on. We wi l l be gl ad t o s ubmi t a de-

t ai l ed t abl e on t hat f or t he r ecord.
Mr . ASHLEY. Tha t woul d be ver y hel pful . Tha nk you.
Mr . O' TooLE. An d t hi s depends upon t he sal es pr i ce of t he house.

Tha t f ur t her defi nes i t .
Mr . ASHLEY. Wh e n you s ubmi t t he addi t i onal i nf or mat i on f or t he

r ecord, I suspect , or I woul d hope, t hat t hat i nf or mat i on woul d gi ve
us s ome i deas as t o t he as sumpt i ons wi t h r espect t o t he cost of housi ng.

Mr . O' TooLE. Tha t i s r i ght .
Mr . COAN. I t hi nk i t ought t o be emphas i zed t hat t he moneys t hat

we have put t oget her —as our dr af t bi l l i s wr i t t en and as we have put
t oget her t he pr oposal , t he f unds avai l abl e, l et us t ake 100, 000 uni t s,
10 per cent of t hose woul d be al l ocat ed f or homes cost i ng under
$25, 000; 20 per cent bet ween $25, 000 and $30, 000; 20 per cent bet ween
$30, 000 and $35, 000; 20 per cent bet ween $35, 000 and $40, 000; 20 per -
cent bet ween $40, 000 and $45, 000; and 10 per cent bet ween $45, 000 and
$50, 000; so t hat t he concent r at i on of t he pr ogr am woul d be i n t he
r ange of $30, 000 t o 840, 000, appr oxi mat el y.

Mr . ASHLEY. At what j unct ur e do you begi n t o ant i ci pat e r epay-
ment ?

Mr . COAN. Ther e wi l l be s ome r epayment s i ni t ial l y. But i t woul d—
t hey pr obabl y woul d not st art f l owi ng i nt o t he pr ogr am unt i l about
t he fi ft h or si xt h year .

Ther e ar e s ome houses t hat ar e sol d al most r i ght a wa y because of
var i ous ci r cumst ances.

Mr . ASHLEY. Wh a t was t he rest of your r esponse, Mr . Coan ?
Mr . Coan. Wel l , t her e woul d be s ome—t her e woul d be s ome mone y

i n t he fi rst year of r et urn, because, i n effect , t her e wi l l be s ome houses
t hat ar e sol d.

Mr . ASHLEY. Yes . An d t hat i s t r ue f or ever y year . An d t he l onger
you go, t he gr eat er .

Mr . COAN. Yes .
Mr . ASHLEY. Do you have comput at i ons i n t hat ar ea?
Mr . COAN. We have pr epar ed a comput er model on t he mat t er . An d

we have t o ma ke assumpt i ons whi ch ma y or ma y not be val i d. We ar e
hopi ng t hat t hey ar e val i d.
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Mr . ASHLEY. I n s ome respect s your assumpt i ons reflect t he wor s t
si t uat i on, namel y t he ful l 3 per cent ?

Mr . COAN. Tha t i s correct .
An d whe n t he pr ogr am wa s put t oo-et her t hat i s wha t t he si t uat i on

was , whe n we first st ar t ed put t i ng i t t ogeher t he i nt erest rat es wer e
ar ound 9 percent .

An d t he pur pose wa s t o get down t o 6 percent , as a fl oor bel ow
whi ch we woul d not go. I n t he l ast 4 mont hs t he i nt erest r at es have
fal l en s omewhat . So we ar e at about 8. 5- t o 8. 6-percent r at e and a li tt le
hi gher i n t he convent i onal ar ea.

The y ar e bucki ng t he 9- per cent cei l i ng.
Mr . ASHLEY. Ar e you wor r i ed about t he i nf l at i onary i mpl i cat i ons,

par t i cul ar l y wi t h r egar d t o t he homebui l di ng i ndust r y, i n t er ms of
t he cost of t i mber , l umber , copper , ot her bui l di ng mat er i al s? I f we
ear mar k 400, 000 uni t s f or l ower i ncome f ami l i es under sect i on 8 or
rel at ed pr ogr ams , f or const ruct i on on an annual basi s, and we do t he
s a me t hi ng under t he Co mmo n Sense appr oach and i f, as we have
l ear ned, t he mor e affl uent i ndi vi dual s ar e st il l buyi ng homes , t hen
aren' t we l ooki ng at a si t uat i on i n whi ch t her e real l y i sn' t muc h gi ve?
Tha t i s t o say, we wi l l have f r ozen our sel ves i nt o a rel at i vel y hi gh pro-
duct i on l evel whi ch ma y wel l , at cer t ai n t i mes i n t he busi ness cycl e,
pr oduce s ome bad consequences i n t er ms . of i nfl at i on, t he cost of l and,
and so f or t h?

Mr . ARQUI LLA. Mr . Chai r man, t her e i s no quest i on i nfl at i on i s one
of our bi ggest enemi es. An d t here i s no quest i on t hat wi t h i nfl at i on
we get t hese huge i ncreases i n l umber whi ch ar e not di rect l y at t ri b-
ut abl e necessari l y t o i nfl at i on.

One of t he r easons i n t he l umber si t uat i on f or t he hi gh pr i ces i s
t he l i mi t ed amount of Feder al forest s t hat ar e bei ng al l owed t o be
cut . Thi s al l adds t o it. An d t he l umber pr oducer s tel l us t hat t hey
have t o have a 2- or 3- year suppl y of t i mber ahead of t hem.

Mr . ASHLEY. The y tel l you t hat t hey ar e r unni ng t wo shi ft s i nst ead
of t hree. An d di d you ever ask t hem why t hem ar e doi ng t hat ? I me a n
t her e pr obabl y i s a var i et y of r easons.

Mr . ARQUI LI A. Yes . An d I guess t hey real l y don' t need any mor e
t han t wo shi f t s r i ght now.

Mr . ASHLEY. The y sur e don' t i f t hey can get t he ki nd of pr i ces t hey
ar e get t i ng i n t he mar ket pl ace. Tha t i s t he poi nt .

Mr . ARQUI LLA. Tha t i s par t of t he pr obl em. Ther e i s no quest i on
about t hat .

An d t her e have been st at ement s f or year s r egar di ng t hei r char ges
and wha t t he mar ket wi l l bear and not necessari l y any r el at i onshi p t o
wha t t hei r act ual cost s ar e, i n pr ovi di ng t he l umber . But we ar e con-
cer ned about t he i nfl at i on t here. We ar e wor r i ed about t he i nfl at i on
i n l and. We ar e wor r i ed once agai n about an i ncrease, seei ng an i n-
crease i n i nt erest rat es.

We l i ve 9, 91/ 2, 91/4 per cent f or t he l ast year- and-a-hal f . An d i t ap-
pear s t hat i f we do st ar t t o see t he economy heat i ng up, and Lor d
knows we ar e l ooki ng f or t hat t o r educe t he unempl oyment , we wi l l
pr obabl y see t he i nt erest rat es st ar t i ng t o ri se once agai n.

No w, you ma de t he st at ement t hat t he wel l - t o-do real l y don' t pay
muc h at t ent i on t o i nt erest rat es.
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I don' t know i f I ent i rel y agr ee wi t h t hat st at ement . I a m sur e t hat
t her e ar e s ome who ar e ext r emel y wel l - t o-do who don' t real l y pay
any at t ent i on t o i nt erest rat es.

But I t hi nk t here ar e a vast maj or i t y of peopl e who ar e - per haps
j ust l eavi ng t he mi ddl e i ncome ar ea and goi ng i nt o t he hi gher br ack-
et s t hat stil l wat ch t hose i nt erest rat es qui t e cl osel y. An d ma ke a de-
t er mi nat i on not onl y on wha t t he economi c condi t i ons ar e or wha t t hey
l ook l i ke t hey ar e goi ng t o be i n t he f ut ur e al ong wi t h t hose cost
fact ors.

Mr . ASHLEY. Of cour se, my poi nt wa s i f we say as a mat t er of na-
t i onal pol i cy t hat we ar e goi ng t o ma ke possi bl e t he const ruct i on of
800, 000 uni t s f or peopl e and f ami l i es f r om zer o i ncome up t o medi an
i ncome, s omewha t above medi an i ncome, t hat i s i f we as s ume t he
adopt i on of t he Co mmo n Sense pr ogr am.

Mr . ARQUI LLA. I t hi nk wha t we ar e real l y t r yi ng t o do-
Mr . ASHLEY. Tha t i s 800, 000 uni t s on an annual basi s?
Mr . ARQUI LLA. Ri ght .
Mr . ASHLEY. The n wha t we ar e sayi ng i s t hat i f t her e i s goi ng t o be

any flexi bi l i ty or any count ercycl i cal abi l i t y wi t hi n t he hous i ng i n-
dust r y i t i s goi ng t o be bor ne by t hose who can af ford housi ng r egar d-
l ess of t he cost , t he best .

I j ust don' t see how you cannot agr ee wi t h t he not i on t hat , i f we
i n effect hol d har ml es s t o t he ext ent of 400. 000 uni t s f or f ami l i es of
l ower i ncome, t hat i f we say as a mat t er of pol i cy t hat t hose uni t s can
be bui l t whet her we ar e i n an i nf l at i onary si t uat i on or what ever , and
i f we say t he s ame t hi ng wi t h your Co mmo n Sense pr ogr am, t hi s
exci t es i nf l at i onary pressures.

The peopl e who ar e doi ng t he suppl yi ng and t he peopl e who ar e
sel l i ng t he l and ar e goi ng t o r ecogni ze t he fact ors. I f t hey have a cap-
t i ve mar ket whi ch t hey woul d have under t hese ci r cumst ance, at l east
t o t he ext ent of 800, 000 uni t s annual l y, t hi s woul d i n a si t uat i on whi ch
we have exper i enced ma ny t i mes i n our l i fet i me gi ve us s ome real
t roubl e.

Ho w does t hi s di ffer i n effect f r om t he Humphr e y- Hawki ns bil l
appr oach? Yo u don' t l i ke t hat , I suspect , because i f we get dowi r t o
3 per cent unempl oyment or what ever i t was first dr af t ed t hat has i n-
f l at i onary pr essures of course.

An d i f we subsi di ze j obs down t o t hat basi s, peopl e shake t hei r
heads i n t he busi ness sect or and say, "Wel l , t hat woul d be ver y i n-
f l at i onary at gi ven t i mes i n t he economy. "

Ho w di fferent ar e t hese t wo si t uat i ons?
Mr . ARQUI LLA. Mr . Chai r man, one of t he ser i ous pr obl ems t hat we

have f aced i n t he l ast 20 year s has been t he i nconsi st ency of t he amount
of uni t s t hat we have been abl e t o pr oduce because of var i ous r easons,
and we have had a rol l er coast er effect wher e 1 year we ar e pr oduci ng
hi gh and t he next year we ar e pr oduci ng l ow, and t hen we have 2 year s
of l ow and t hen we st ar t goi ng back up on a hi gh agai n, and i t i s ver y,
ver y di fficul t t o keep manpower .

I t i s ver y expensi ve t o ret rai n ma npowe r whe n you st ar t goi ng back
up agai n. An d t hese ar e al l fact or s, t he pr oducer s of t he mat er i al s we
use tel l us t hat i f we coul d have a consi st ency we woul d not see t he
ext r emel y hi gh ri ses i n s ome of t he pr i ces t hat do t ake effect .
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An d one of t he r easons t hat t hey gi ve us i s t he s ame r eason I j ust
gave you now i n our o wn i ndust r y wher e we go f r om 2. 2 mi l l i on uni t s
1 year and we go down t o 1. 8 mi l l i on t he next , and t hen down t o 1
mi l l i on.

We can' t keep a l ot of peopl e on our payrol l s.
Mr . ASHLEY. I can see t hat . Bu t I t hi nk t hat i s a s omewha t di f-

f er ent pr obl em t han t he pr obl em I was t al ki ng about . I can under -
s t and t he i neffici encies of t he rol l er coast er t ype operat i ons.

But as I say, I don' t t hi nk t hat i s r esponsi ve t o wha t st ri kes me as
an overal l si t uat i on i n whi ch t her e i s not muc h gi ve i n homebui l di ng,
wher e t her e i s assur ed pr oduct i on of a hi gh numbe r of f ederal l y guar -
ant eed uni t s i n t er ms of pr oduct i on. •

An d t hat i s r egardl ess of t he phase of t he busi ness cycl e. But we wi l l
l eave t hat f or an economi cs cl ass. [ Laught er . ]

Mr . ASHLEY. I f you di d not —l et me ask you t hi s, i f you di d not
r eserve ful l cont r act aut hor i zat i on f or sect i on 8 at t he out set , t hat i s,
as i f t he t enant had zer o i ncome, t hen how woul d you pr ovi de f or
f ut ur e f ai r mar ket rent al i ncreases?

Mr . COAN. Wel l , i n t he fi rst pl ace we ar e not advocat i ng t hat you not
reserve. We ar e concer ned t hat t hi s, unl i ke ot her aspect s of gover n-
ment al pr ogr ams , t hi s act s i n such a wa y t hat we t hi nk i t i s det r i ment al
t o t he pr ogr am.

Mr . ASHLEY. Wh y ?
Mr . COAN. Because you ar e t al ki ng about number s , Mr . Chai r man,

whi ch ar e al most guar ant eed t o scar e peopl e and number s whi ch we
don' t t hi nk wi l l b e —

Mr . ASHLEY. Woul dn' t you end up i n t he s ame pl ace i f you di dn' t
as s ume t hat t he t enant had zer o i ncome but pr ovi ded f or i ncreases i n
f ai r mar ket rent al s?

Mr . COAN. Yo u ma y or you ma y not .
Mr . ASHLEY. I t hought you sai d t hat t he pr ogr am was not wor k-

i ng, and i t i s out of phase r i ght now. Fai r mar ket rent al s don' t ac-
curat el y reflect cost s.

Mr . COAN. We ar e compl ai ni ng about t he use of compar abl e r ent s
t o t he l i mi t t hat i s al l owed. An d t hose r ent s ar e bel ow t he f ai r mar ket
r ent s whi ch ar e aut hor i zed or pr escr i bed by H U D f or a gi ven area.

Mr . ASHLEY. We go back t o t he quest i on: . I f we wer e l ooki ng at t he
proj ect ed i ncrease i n fai r mar ket r ent s over a 40- year per i od, wh y
don' t we t r eat t he t enant i ncome on a mor e real i st i c basi s?

Mr . COAN. We j ust don' t t hi nk al l t hat aut hor i t y wi l l be used. But
even i f i t i s not used, t he whol e amount i s sta. l spr ead out t here. An d
you t al k about $25 bi l l i on or $30 bi l l i on or per haps $35 bi l l i on as t he
annual amount of budget aut hor i t y.

Ther e ar e ot her ar eas wher e t hi s does not occur .
Mr . ASHLEY. Gi ve us s ome suggest i ons. Ho w about t hat f or t he

r ecord.
Mr . COAN. As t o how t o deal wi t h i t ?
Mr . ASHLEY. Yes .
Mr . COAN. We wi l l be gl ad t o.
Mr . ASHLEY. We want t o deal mor e real i st i cal l y wi t h t enant i ncome.

He l p us wi t h how we woul d deal mor e real i st i cal l y wi t h f ut ur e fai r
mar ket i ncreases.
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Mr . COAN. To t he ext ent of our compet ence, I want t o ma ke t hat
r eservat i on.

I woul d ur ge t he subcommi t t ee t o r equest H U D t o do s ome cal cul a-
t i ons f or you. I t has done si mi l ar cal cul at i ons i n connect i on wi t h ot her
pr ogr ams . An d you mi ght r emember t hat several year s ago t her e was
t al k about a $100 bi l l i on mi st ake.

An d yet when you l ooked at t he ver y f i gures t hat H UD was submi t -
t i ng t o t he Appr opr i at i ons Commi t t ee at t hat t i me t hat $100 bi l l i on
s hr ank wi t h r espect t o t he cost of t he pr ogr ams .

We wi l l do so i f we ar e abl e t o. I a m not sur e we have t hat compe-
t ency t hat H UD mi ght have. We wi l l t r y t o, but I woul d ask you t hat
you ask t he H U D Offi ce t o do t he s ame cal cul at i ons t hey have done i n
t he past f or t he appr opr i at i ons commi t t ees.

Mr . ASHLEY. Al l r i ght . We ma y ask H UD f or t hose cal cul at i ons.
Mr . COAN. But we wi l l t r y t o s ubmi t somet hi ng t o you.
Mr . ASHLEY. Tha nk you, si r. I f t her e ar e not addi t i onal quest i ons,

t hank you ver y muc h i ndeed f or your excel l ent t es t i mony and t he hel p-
f ul suggest i ons t hat you have offered.

The y wi l l be consi dered, I can assure you, i n t he days ahead. Our
next-

Mr . ARQUI LLA. Tha nk you, Mr . Chai r man.
Mr . ASHLEY. Our next wi t ness i s Ar t hur Abba Gol dber g, chai r -

ma n of t he boar d of t he Nat i onal Leased Hous i ng Associ at i on.
I under s t and t hat whoever i s associ at ed wi t h you has such a st ri k-

i ng si mi l ar i t y t o t he t hr ee ot her peopl e who have test i fi ed i n t he l ast
2 days, t hat t he Chai r begi ns t o wonder i f he i s over t i red. [ Laught er . ]

Mr . GOLDBERG. I t i s t he bags under hi s eyes, I guess.

STATEMENT OF ARTHUR ABBA GOLDBERG, CHAI RMAN OF THE
BOARD, NATI ONAL LEASED HOUSI NG ASSOCI ATI ON, ACCOMPA-
NI ED BY CHARLES L. EDSON, COUNSEL, AND MI CHAEL KOLODNER,
HOUSI NG FI NANCE SPECI ALI ST, MATTHEWS & WRI GHT, I NC. ,
NE W YORK, N. Y.

My na me is Ar t hur Abba Gol dber g. I a m chai r man of t he boar d of
t he Nat i onal Leased Hous i ng Associ at i on and vi ce pr esi dent of Mat -
t hews & Wr i ght , Inc. , a Ne w Yor k i nves t ment banki ng house whi ch
has deep i nvol vement i n t he st ruct ur i ng and f i nanci ng of St at e and
l ocal gover nment housi ng and communi t y devel opment funct i ons.

I a m accompani ed by Char l es L. Eds on, par t i ci pat i on i n wi t h wh o m
you obvi ousl y ar e f ami l i ar , f r om La ne & Eds on, P. C. , counsel f or
t he associ at i on, and al so by Mi chael Kol odner , housi ng f i nance spe-
cial i st wi t h Mat t hews & Wr i ght , I nc.

I woul d ask t hat my pr epar ed r emar ks be i nser t ed i nt o t he r ecord,
and I wi l l t r y t o wor k wi t hi n t he f r amewor k of t hat and suppl ement -
i ng and addi ng as t he case ma y be.

Mr . ASHLEY. Wi t hout obj ect i on, your ent i re s t at ement wi l l be i n-
ser t ed i n t he r ecord.

Mr . GOLDBERG. Tha nk you.
I woul d al so l i ke t o i ndi cat e t hat we vi ew t est i fyi ng and comi ng

before t hi s subcommi t t ee as a homecomi ng because i t was her e i n 1974
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t hat t he pr esent sect i on 8 pr ogr am was f ashi oned, at whi ch t i me
we had t he pr i vi l ege of wor ki ng cl osel y wi t h your member s hi p and
your staff.

Li kewi se, we wor ked cl osel y wi t h you l ast year i n consi der i ng an
a me ndme nt t o sect i on 8 whi ch per mi t t ed t he debt .servi ce por t i on of
t he housi ng assi st ance payment s of unoccupi ed uni t s t o cont i nue f or
an ext r a year ; t hi s r esul t ed f r om an a me ndme nt i nt r oduced by Rep-
resent at i ve AuCoi n and modi f i ed by Repr esent at i ve Moor head.

Ther e wer e s ome quest i ons rai sed i n pr evi ous t es t i mony as t o i t s
appl i cabi l i t y and t he i mpl ement at i on t hereof . The r egul at i ons now
ar e i ssued; and I woul d l i ke t o i nser t t hose as wel l .

The i ssue, however , befor e t hi s subcommi t t ee as our organi zat i on
sees i t i s real l y not whet her sect i on 8 shal l cont i nue—ever yone s eems
t o concede t hat —but t he ext ent of i t s aut hor i zat i on f or 1978.

Sect i on 8 has progressed, i n f act , t o t he poi nt wher e i t i s on t he
t hr eshol d of ful fi l l i ng i t s gr eat pot eni al .

However , t he pr ogr am needs s ome assi st ance so t hat i t can move
t owar d t he act ual goal of pr ovi di ng decent , safe, and sani t ary housi ng
f or t he ci t i zens of t hi s count r y.

Ther e i s anot her over r i di ng i ssue; and t hat i s, how t o maxi mi ze t he
effect i veness of t he dol l ar s spent by t he Feder al Gover nment i n t hi s
pr ogr am a nd how t o ma ke t he pr ogr am i t sel f mos t effect i ve, mos t
operat i ve.

Ther ef or e, we do not c ome bef or e you wi t h an ext ensi ve l egi sl at i ve
package t hi s year . We t hi nk t hat sect i on 8 i s begi nni ng t o have a wi de
accept ance i n t he field. I t has ma ny posi t i ve at t r i but es—a deep sub-
si dy capabl e of ai di ng t he poor est of t he poor , a wi de i ncome r ange
of reci pi ent s whi ch pr event s arbi t r ary cut offs.

I t has adapt abi l i t y f or us i n new, rehabi l i t at ed as wel l as exi st i ng
housi ng, and i t has a di versi t y of sponsor s, pr i vat e, publ i c, nonprof i t ,
and a subsi dy whi ch escal at es wi t h i nfl at i on.

I ndeed, t her e i s onl y one maj or pr obl em wi t h t he sect i on 8 pr ogr am
t hat needs t o be addr essed l egi sl at i vel y, and t hat i s t he cont i nued l ack
of a f i nanci ng secur i t y mechani s m t hat wi l l at t ract l ender s t o ma ke
mor t gage mone y avai l abl e t o sect i on 8 proj ect s, whet her t hat be
t hr ough convent i onal l oan f i nanci ng or t hr ough t he pur chase of bonds
i ssued by t he l ocal f i nanci ng agenci es.

Thi s poi nt , I t hi nk, s omewha t addresses t he t hr ust of s ome of t he
quest i ons t hat member s of t hi s subcommi t t ee asked t he pr evi ous wi t -
ness about t he sect i on 236 pr ogr am and t he sect i on 8 pr ogr am. The l eg-
i Sl at i ve ame ndme nt whi ch we woul d suppor t woul d i nt egrat e t he sub-
si dy and t he f i nanci ng mechani sms . Thi s i ssue was di scussed her e j ust
a f ew moment s ago.

We r ecogni ze t hat t he St at e hous i ng agenci es have pr obabl y been
t he onl y maj or vehi cl e t hat has been successful i n act ual l y f i nanci ng
sect i on 8 uni t s. An d t hi s i s because t he St at e HFA' s have an i nde-
pendent secur i t y devi ce, somet hi ng i ndependent of sect i on 8 whi ch i n
mos t cases i nvol ves " mor al obl i gat i on" f i nanci ng, or i n s ome cases
i nvol ves a mor t gage i nsur ance pr ogr am such as Mar yl and.

The HFA' s have a number of var i ant secur i t y devi ces, al l of whi ch
are l acki ng i n t he t ypi cal H U D al l ocat ed sect i on 8 proj ect . Ot her
t han t he .St at e agency, t he onl y si gni f i cant source of f i nanci ng f or
t hese proj ect s t o dat e has been t hr ough F HA- i nsured l oans.
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We bel i eve t hat t her e ar e compel l i ng advant ages i n havi ng an al -
t ernat i ve t o t he F HA process whenever possi bl e because of t i me con-
s umpt i on and t he ver y cost l y del ays i nvol ved.

The combi nat i on of F HA processi ng and sect i on 8 has been t or t u-
ous at best . F HA wi l l not use f or i nsur ance pur poses t he H U D ap-
pr oved cont r act r ent s f or sect i on 8. Ther e ar e numer ous ot her pr ob-
l ems.

The pr evi ous wi t ness I t hi nk wel l st at ed i t , t hat , i n effect , you have
t hr ee processes. Yo u go t hr ough t he F HA si de, t he H U D si de and
t he compr omi s e si de. For t hat r eason, our pr i mar y l egi sl at i ve r ecom-
mendat i on t hi s year i s t o suppor t an a me ndme nt whi ch wi l l be i n-
t r oduced by Repr esent at i ve AuCoi n t o a me nd sect i on, 8( c) ( 4) of t he
Hous i ng Ac t t o pr ovi de t hat hous i ng assi st ance payment s wi t h r espect
t o a uni t shal l not be l ess t han t he debt servi ce at t r i but abl e t o such a
uni t , pr ovi ded t hat a good f ai t h effort i s bei ng ma de t o fill t he uni t and
t hat t he wr i t pr ovi des decent , saf e and sani t ary housi ng.

The r eason f or t hi s a mendme nt i s t hat t he l ender s cont i nue t o be
dubi ous about t he secur i t y behi nd t he l oans f or a sect i on 8 proj ect even
wi t h l ast year ' s a me ndme nt ext endi ng t he vacancy per i od by 1 year .

We bel i eve t hat t hese f ear s ar e unwar r ant ed because of t he ma ny
advant ages whi ch I have al r eady spel l ed out , t he deep r ent subsi dy
and t he br oad el igi bi l i t y of t he pr ogr am.

Never t hel ess, t he l ender s cont i nue t o decl i ne par t i ci pat i on i n any
bi g manner , and t hi s i s evi denced i n f act by t he smal l number of
proj ect s whi ch t o dat e have been f i nanced ei t her t hr ough l ocal hous i ng
agency bonds or convent i onal l y.

The pr oposed a me ndme nt by assur i ng hous i ng assi st ance payment s
at l east equal t o debt servi ce woul d al l evi at e t he f ear s of t he l ender s
and t her eby pr ovi de t he secur i t y mechani s m whi ch i s now l acki ng.

We al so bel i eve t hat such an assur ance woul d i ncrease t he const ruc-
t i on and t he rehabi l i t at i on of needed hous i ng i n i nner ci t ies, par t i cu-
l ar l y f or f ami l y uni t s. Lender s have been ver y r el uct ant t o l oan i n
such ar eas as t hey percei ve t he r i sk t o be t oo hi gh.

Thi s a me ndme nt woul d al so sol ve t he const ruct i on of f ami l y vs.
el der l y uni t s i n t he subur ban ar eas as wel l . El der l y i s t he onl y t ype
of sect i on 8 housi ng whi ch l ender s wi l l even l ook at . The y won' t l ook
at f i nanci ng a f ami l y uni t .

The economi c bot t om l i ne i s t hat t hi s pr oposed change woul d save
Feder al dol l ars. An d t hat , I t hi nk, i s par t of t he f unct i on t hat t hi s
subcommi t t ee i s mos t concer ned about . The assur ed debt servi ce s t r eam
woul d resul t i n l ower i nt erest rat e because t he secur i t y f or t he l oan
woul d be enhanced and t he i nt erest rat e on a l oan i s a f unct i on par -
t i al l y of securi t y. I f you have a bet t er secur ed pi ece of paper , you
have a l ower i nt erest rat e. As H U D appr oved r ent s reflect t he owner s '
debt servi ces cost s, t hese cont r act r ent s and t hus t he H U D subsi dy
payment s coul d be decr eased.

Bas ed on my per sonal exper i ence i n t he t ax exempt mar ket as a
banker , I woul d est i mat e t hat t he bonds of l ocal housi ng aut hor i t i es or
t hei r agenci es or i nst rument al i t i es woul d sel l at rat es of up t o 11/ 2
per cent l ess i nt erest wi t h t he assur ed debt servi ce backup or a savi ngs
i n t oday' s mar ket pl ace of bet ween $400 and $415 a year on t he bonds
t hat woul d be necessary t o f i nance a $30, 000 uni t .
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Such savi ngs coul d be refl ect ed i n l ower cont r act r ent s and t her efore
in, Feder al subsi di es. I n a t ypi cal 150-uni t proj ect , t hi s coul d resul t i n
savi ngs t o t he Gover nment of up t o $2, 490, 000 over t he t er m of t he 40-
year cont r act , or by i ncr easi ng t he t ot al uni t pr oduct i on by appr oxi -
mat el y 181/ 2 percent .

The a mendme nt does have a number of l i mi t at i ons and saf eguar ds t o
prot ect t he Gover nment ' s i nt erest s. The payment s can be ma de onl y i f
t he owner i s maki ng a good f ai t h effort t o fill t he uni t and/ or mai n-
t ai ni ng i t i n decent , saf e and sani t ar y condi t i on. As debt servi ce i s onl y
about 60 per cent of t he cont r act r ent i n mos t cases, t he owner woul d
have ever y i ncent i ve t o r ent t he uni t .

We al so bel i eve t hat t hi s a mendment coul d be i mpl ement ed wi t h
ver y l i t tle addi t i onal exposur e f or HUD. The a mendme nt woul d onl y
c ome i nt o pl ay when t here ar e vacanci es, and sect i on 8' s deep subsi dy,
whi ch escal at es wi t h i nfl at i on, al ong wi t h i t s wi de el i gi bi l i t y, al mos t
negat es t hi s ri sk.

Accor di ngl y, l ast year whe n Congr ess ext ended t he hous i ng assist -
ance payment per i od by 1 year i n case of vacanci es, t he Congr ess i onal
Budge t Offi ce est i mat ed t hat t hi s woul d be a no-cost i t em as t he l ikel i-
hood of such vacanci es was smal l .

I n ot her wor ds , t he a me ndme nt addr esses a per cei ved pr obl em i n t he
f i nanci al communi t y, causi ng a real rel uct ance t o ma ke mone y avai l -
abl e f or sect i on 8, but not a real pr obl em as f ar as Gover nment l i abi l i t y
i s concer ned.

The Depar t ment of Hous i ng and Ur ba n Devel opment i s wel l awar e
of t he need t o ma ke t he sect i on 8 pr ogr am mor e effect i ve t o l ender s. For
t hat r eason, H U D i s sponsor i ng an a me ndme nt t o i ncrease t he per -
mi ssi bl e cont r act t er m when a pr i vat e l ender i s i nvol ved f r om 20 year s
t o 30 years. NL HA suppor t s t hi s a me ndme nt whol ehear t edl y. Ho w-
ever , we caut i on t hat bot h t he pr i vat e and publ i c l ender have a rol e t o
pl ay i n sect i on 8, so t hat t he exi st ence of a 30- year t er m f or pr i vat e
l ender s shoul d not be used by H U D as a r eason not t o per mi t t he 40-
year t er m of St at e and l ocal l ender s.

We woul d l i ke t o not e t he rol e pl ayed by St at e HFA' s i n t he success
of t he pr ogr am so f ar . Ma n y of our member s ar e St at e HFA' s . Over
50 per cent of t he sect i on 8 st ar t s have been i n St at e agency f i nanced
proj ect s.

We bel i eve i t i s essent i al t hat such proj ect s cont i nue t o recei ve sect i on
8 f undi ng. We t herefore ur ge t hat t he subcommi t t ee ma ke a st at ut ory
set-asi de of suffi cient cont r act aut hor i t y t o f und 70, 000 uni t s.

Wi t h t hi s except i on, we endor se t he admi ni st r at i on' s fi scal 1977 and
1978 budget request s f or t he pr ogr am, and we c omme nd Secr et ar y
Har r i s f or pur sui ng changes t o ma ke t he pr ogr am mor e wor kabl e.

Ther e ar e s ome ot her i t ems t hat our associ at i on feel s still needs t o
be changed.

Because t he communi t y devel opment bl ock gr ant pr ogr am i s so
i nt i mat el y ent wi ned wi t h sect i on 8 t hr ough t he hous i ng assi st ance
pl an mechani s m, NL HA st r ongl y suppor t s t wo amendment s t o t i t le I
of t he Hous i ng and Communi t y Devel opment Ac t of 1974.

Fi rst , we f avor amendi ng sect i on 105 ( a ) t o enl ar ge t he number of
el i gi bl e act i vi t i es under t he communi t y devel opment pr ogr am by add-
i ng a ne w subsect i on whi ch woul d per mi t payment s t o hous i ng spon-
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sor s t o faci l i t at e t he pl anni ng, desi gn, and rehabi l i t at i on or const ruc-
t i on or housi ng.

Thi s pr oposed change woul d ma ke f r ont mone y avai l abl e t o non-
profi t hous i ng sponsor s. I t woul d al so per mi t t he use of communi t y de-
vel opment bl ock gr ant f unds t o serve as an i nsur ance f und t o secure
bonds sol d f or t he const ruct i on of sect i on 8 housi ng.

Unde r t he l aw at pr esent , communi t y devel opment bl ock grarrt f unds
can be used f or such an i nsur ance f und onl y t o suppor t bonds t o fi-
nance rehabi l i t at ed housi ng, rrot ne w const ruct i on.

Second, we bel i eve t hat t he f i nanci ng mechani s m i n sect i on 108 ( a ) ,
whi ch pr ovi des f or a Feder al guar ant ee of obl i gat i ons of l ocal gov-
er nment s or t hei r agenci es and i nst rument al i t i es f or f i nanci ng t he
acqui si t i on of real pr oper t y, shoul d be changed t o per mi t t he Secr et ar y
t o wi t hhol d and r eserve communi t y devel opment bl ock gr ant f unds
f r om year s subsequent t o t he year i n whi ch t he l oan i s ma de f or a
communi t y devel opment proj ect , t o assure t he r epayment of pr i nci pal
and i nt erest on t he l oan.

Thi s provi si on shoul d be subst i t ut ed f or t he pr esent unwor kabl e
pr ovi si on t hat r equi r es t he Secr et ar y t o r eserve a nd wi t hhol d at l east
110 per cent of t he di f ference bet ween l and acqui si t i on cost s and t he
est i mat ed pr oceeds t o be der i ved f r om t he sal e t hereof .

Fur t her , t he obl i gat i on whi ch i s i ssued by t he l ocal agency shoul d
be t ax exempt r at her t han t axabl e as r equi r ed under t he U. S. Con-
st i t ut i on. Thi s const i t ut i onal pr i nci pl e i s document ed i n t he ci t at i ons
cont ai ned i n my pr epar ed st at ement .

Thi s change, al ong wi t h per mi t t i ng a H U D guar ant ee of l oans i n
an amount exceedi ng t he communi t y' s communi t y devel opment bl ock
gr ant al l ocat i on f or t he year i n whi ch t he l oan i s made , shoul d faci l i -
t at e t he abi l i t y of l ocal gover nmegt t o acqui r e a si t e f or housi ng and t o
rai se capi t al needed t o st ar t const ruct i on earl i er t han woul d ot her wi se
be possi bl e.

On behal f of t he Nat i onal Leased Hous i ng Associ at i on, I wa nt t o
t hank t he subcommi t t ee f or t he oppor t uni t y t o be wi t h you t oday,
and I hope t hat you ser i ousl y consi der t he comment s herei n. Tha nk
you.

[ The pr epar ed st at ement of Mr . Gol dber g, on behal f of t he Nat i onal
Leased Hous i ng Associ at i on, fol l ows: ]
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i ESTI MONY OF ARTHUR ABBA GOLDBERG

CHAI RMAN OF THE BOARD

NATI ONAL LEASED HOUSI NG ASSOCI ATI ON
BEFORE THE

SUBCOMMI TTEE ON HOUSI NG AND COMMUNI TY DEVELOPMENT
HOUSE BANKI NG, I- I NANCE AND URBAN AFFAI RS

MARCH 9, 1977

MY NAME I S ARTHUR ABBA GOLDBERG, I AM CHAI RMAN OF THE BOARD

OF THE NATI ONAL LEASED HOUSI NG ASSOCI ATI ON AND VI CE PRESI DENT OF

MATTHEWS & WRI GHT, I NC. , A NEW YORK I NVESTMENT BANKI NG HOUSE

WHI CH HAS DEEP I NVOLVEMENT I N THE STRUCTURI NG AND FI NANCI NG OF

STATE AND LOCAL GOVERNMENT FI NANCI NG OF HOUSI NG AND COMMUNI TY

DEVELOPMENT FUNCTI ONS, I AM ACCOMPANI ED BY CHARLES L. EDSON

FROM LANE AND EDSON, P. C. , COUNSEL FOR THE ASSOCI ATI ON,

THE NATI ONAL LEASED HOUSI NG ASSOCI ATI ON NOW NUMBERS OVER 425

MEMBER ORGANI ZATI ONS REPRESENTI NG A WI DE SPECTRUM OF PARTI CI PANTS

I N THE SECTI ON 8 PROGRAM - PRI VATE DEVELOPERS, FI NANCI AL

I NSTI TUTI ONS, NON- PROFI TS, LOCAL HOUSI NG AUTHORI TI ES, STATE

HOUSI NG FI NANCE AGENCI ES AND CONCERNED PROFESSI ONALS, WE ARE

UNI QUE NOT ONLY I N THI S DI VERSI TY OF MEMBERSHI P, BUT I N THE FACT

THAT OUR ORGANI ZATI ON FOCUSES ON ONE HOUSI NG PROGRAM - SECTI ON

8. I N THI S REGARD, LET US SAY THAT WE VI EW TESTI FYI NG BEFORE

THI S SUBCOMMI TTEE AS A HOMECOMI NG BECAUSE I T WAS HERE I N 1974

THAT THE PRESENT SECTI ON 8 PROGRAM WAS FASHI ONED AND AT THAT TI ME

WE HAD THE PRI VI LEGE OF WORKI NG CLOSELY WI TH YOUR MEMBERSHI P AND

STAFF, LI KEWI SE, WE WORKED CLOSELY WI TH YOU LAST YEAR I N
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CONSI DERI NG AN AMENDMENT TO SECTI ON 8 PERMI TTI NG HOUSI NG ASSI S-

TANCE PAYMENTS FOR UNOCCUPI ED UNI TS FOR AN ADDI TI ONAL YEAR,

RESULTI NG FROM AN AMENDMENT ORI GI NALLY I NTRODUCED BY REPRESEN-

TATI VE LES AUCOI N AND ADOPTED IN MODI FI ED FORM IN AN AMENDMENT

I NTRODUCED BY REPRESENTATI VE MOORHEAD,

THE I SSUE NOW BEFORE THI S SUBCOMMI TTEE IS NOT WHETHER SEC-

TI ON 8 SHOULD CONTI NUE, BUT THE EXTENT OF THE AUTHORI ZATI ON FOR

1978. SECTI ON 8 HAS NOW PROGRESSED TO THE POI NT WHERE IT IS BUT

ON THE THRESHOLD OF FULFI LLI NG I TS GREAT POTENTI AL, WI TH YOUR

ASSI STANCE IN THE MATTER NOW BEFORE YOU, THE PROGRAM CAN CONTI NUE

TO MOVE TOWARD ACHI EVI NG THE GOAL OF PROVI DI NG DECENT, SAFE, AND

SANI TARY HOUSI NG FOR THE CI TI ZENS OF THI S COUNTRY.

NLHA DOES NOT COME BEFORE YOU TODAY WI TH AN EXTENSI VE LEGI S-

LATI VE PACKAGE, As EVENTS OF THE PAST YEAR HAVE SHOWN, SECTI ON 8

DOES HAVE A WI DE ACCEPTANCE IN THE FI ELD, AS THE HOUSI NG COM-

MUNI TY HAS BEGUN TO REALI ZE ITS MANY POSI TI VE ATTRI BUTES: A DEEP

SUBSI DY CAPABLE OF AI DI NG THE POOREST OF THE POOR; A WI DE I NCOME

RANGE OF RECI PI ENTS, WHI CH PREVENTS ARBI TRARY ASSI STANCE CUT-

OFFS; ADAPTABI LI TY FOR USE IN NEW, REHABI LI TATED, AS WELL AS

EXI STI NG, HOUSI NG; THE DI VERSI TY OF SPONSORS - PRI VATE,

PUBLI C AND NON- PROFI T; AND A SUBSI DY WHI CH ESCALATES WI TH I NFLA-

TI ON. I NDEED, THERE IS ONLY ONE PROBLEM WI TH SECTI ON 8 THAT NEED

BE ADDRESSED LEGI SLATI VELY - THE CONTI NUED LACK OF A FI NANCI NG

SECURI TY MECHANI SM THAT WI LL ATTRACT LENDERS TO MAKE MORTGAGE

MONEY AVAI LABLE TO SECTI ON 8 PROJECTS, EI THER THROUGH CONVENTI ONAL

LOANS OR THROUGH THE PURCHASE OF BONDS I SSUED BY LOCAL FI NANCE

AGENCI ES. ( WE REALI ZE THAT STATE AGENCI ES HAVE BEEN VERY SUC-

CESSFUL DURI NG THE PAST YEAR IN MARKETI NG SECTI ON 8 OBLI GATI ONS,

- 2 -



2515

BUT THI S IS BECAUSE THEY HAVE AN I NDEPENDENT SECURI TY DEVI CE SUCH

AS "MORAL OBLI GATI ON FI NANCI NG" WHI CH IS LACKI NG IN THE TYPI CAL

HUD ALLOCATED SECTI ON 8 PROJECT. ) OTHER THAN THE STATE AGENCI ES,

THE ONLY SI GNI FI CANT SOURCE OF SECTI ON 8 FI NANCI NG TO DATE HAS

BEEN THROUGH FHA- I NSURED LOANS; NLHA BELI EVES THERE ARE COMPELLI NG

ADVANTAGES IN HAVING AN ALTERNATI VE TO THE FHA PROCESS WHENEVER

POSSI BLE BECAUSE OF THE TI ME- CONSUMI NG - AND COSTLY - DELAYS

INVOLVED. THE COMBI NATI ON OF THE FHA PROCESS AND SECTI ON 8 HAS BEEN

TORTUOUS AT BEST; AS JUST ONE EXAMPLE, FHA WI LL NOT USE FOR INSURANCE

PURPOSES THE HUD APPROVED CONTRACT RENTS FOR SECTI ON 8,

FOR THAT REASON, OUR PRI MARY LEGI SLATI VE RECOMMENDATI ON THI S

YEAR IS TO SUPPORT AN AMENDMENT TO BE I NTRODUCED BY REPRESENTATI VE

AUCOIN TO AMEND SECTI ON 8( C) ( 4) OF THE UNI TED STATES HOUSING ACT

TO PROVI DE THAT HOUSING ASSI STANCE PAYMENTS, WI TH RESPECT TO A

DWELLING UNI T, SHALL NOT BE LESS THAN THE DEBT SERVI CE ATTRI BUTABLE

TO SUCH UNI T, PROVI DED THAT A GOOD FAI TH EFFORT IS BEING MADE TO

FI LL THE UNI T, AND, THE UNIT PROVI DES DECENT, SAFE AND SANITARY

HOUSI NG, THE REASON FOR THI S AMENDMENT IS THAT LENDERS CONTI NUE

TO BE DUBI OUS ABOUT THE SECURI TY BEHI ND LOANS FOR A SECTI ON 8

PROJECT EVEN WITH LAST YEAR' S AMENDMENT EXTENDI NG THE VACANCY

PAYMENT PERI OD BY ONE YEAR, WE BELI EVE THESE FEARS ARE UNWARRANTED

BECAUSE OF THE DEEP RENT SUBSI DY AND BROAD ELI GI BI LI TY OF THE

PROGRAM, HOWEVER, THEY CONTI NUE TO DI SCOURAGE LENDER PARTI CI PATI ON,

AS IS EVI DENCED BY THE SMALL NUMBER OF PROJECTS TO DATE WHI CH

HAVE BEEN FI NANCED EITHER CONVENTI ONALLY OR THROUGH LOCAL AGENCY

BONDS, THE PROPOSED AMENDMENT, BY ASSURI NG HOUSING ASSISTANCE

- 3 -
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PAYMENTS AT LEAST EQUAL TO DEBT SERVI CE, WOULD SERVE TO ALLEVI ATE

THE FEARS OF THE LENDERS, THEREBY PROVI DI NG THE SECURI TY MECHANI SM

WHI CH IS NOW LACKI NG.

WE ALSO BELI EVE THAT SUCH AN ASSURANCE WOULD INCREASE THE

CONSTRUCTI ON AND REHABI LI TATI ON OF NEEDED HOUSING IN THE INNER

CI TI ES, PARTI CULARLY FOR FAMI LI ES. LENDERS HAVE BEEN EXTREMELY

RELUCTANT TO LOAN IN SUCH AREAS AS THE PERCEI VED RI SK IS TOO

HI GH.

BOTTOM LI NE, THE PROPOSED CHANGE WOULD SAVE FEDERAL DOLLARS.

THE ASSURED DEBT SERVICE STREAM WOULD UNDOUBTEDLY RESULT IN LOWER

INTEREST RATES IN BOTH THE TAXABLE AND TAX- EXEMPT MARKETS, BECAUSE

THE SECURI TY FOR THE LOAN WOULD BE ENHANCED. FOR EXAMPLE, AS

HUD APPROVED RENTS REFLECT THE OWNER' S DEBT SERVI CE COSTS,

CONTRACT RENTS - AND THUS HUD SUBSI DY PAYMENTS - COULD BE

DECREASED TO REFLECT THE SAVI NGS IN ANNUAL DEBT SERVICE WHI CH

COULD RESULT FROM BORROWI NG AT LOWER INTEREST RATES, BASED ON

MY EXPERI ENCE IN THE TAX EXEMPT MARKET, I WOULD ESTI MATE THAT

BONDS OF LOCAL HOUSING AUTHORI TI ES, OR THEIR AGENCI ES AND I NSTRU-

MENTALI TI ES, WOULD SELL AT RATES WITH UP TO 11/2% LESS I NTEREST

WI TH THI S BACKUP - OR A SAVI NGS IN TODAY' S MARKET OF BETWEEN

$400 AND $415 A YEAR ON THE BONDS NECESSARY TO FI NANCE A $30, 000

UNIT. SUCH SAVI NGS WOULD BE REFLECTED IN LOWER CONTRACT RENTS

AND THEREFORE IN FEDERAL SUBSI DI ES, IN A TYPI CAL 150 UNIT

PROJECT, THI S COULD RESULT IN A SAVI NGS TO THE FEDERAL GOVERNMENT

OF UP TO $2, 490, 000 OVER THE TERM OF THE ASSI STANCE CONTRACT ( 40

YEARS) , OR, ALTERNATI VELY INCREASI NG THE TOTAL UNI T PRODUCTI ON BY

APPROXI MATELY 18. 5%.

14
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THE AMENDMENT DOES HAVE A NUMBER OF LI MI TATI ONS AND SAFEGUARDS

TO PROTECT THE GOVERNMENT' S I NTERESTS, THE PAYMENTS CAN BE MADE

ONLY IF THE OWNER IS MAKI NG A GOOD FAI TH EFFORT TO FI LL THE UNIT

AND/ OR MAI NTAI NING IT IN DECENT, SAFE AND SANI TARY CONDI TI ON. As

DEBT SERVI CE IS ONLY ABOUT 60% OF THE CONTRACT RENT IN MOST

CASES, THE OWNER WOULD HAVE EVERY I NCENTI VE TO RENT THE UNIT.

WE ALSO BELI EVE THAT THI S AMENDMENT COULD BE I MPLEMENTED

WITH VERY LI TTLE ADDI TI ONAL EXPOSURE FOR HUD. THE AMENDMENT

WOULD ONLY COME INTO PLAY WHEN THERE ARE VACANCI ES, AND SECTI ON

8' s DEEP SUBSI DY, WHI CH ESCALATES WI TH I NFLATI ON, ALONG WI TH ITS

WI DE ELI GI BI LI TY, ALMOST NEGATES THI S RI SK, ACCORDI NGLY, LAST

YEAR WHEN CONGRESS EXTENDED THE HOUSI NG ASSI STANCE PAYMENT PERIOD

BY ONE YEAR IN CASE OF VACANCI ES, THE' CONGRESSI ONAL BUDGET OFFI CE

ESTI MATED THAT THI S WOULD BE A NO- COST ITEM AS THE LI KELI HOOD OF

SUCH VACANCI ES WAS SMALL. IN OTHER WORDS, THE AMENDMENT ADDRESSES

A PERCEI VED PROBLEM IN THE FI NANCI AL COMMUNI TY, CAUSI NG A REAL

RELUCTANCE TO MAKE MONEY AVAI LABLE FOR SECTI ON 8, BUT NOT A REAL

PROBLEM AS FAR AS GOVERNMENT LI ABI LI TY IS CONCERNED,

THE DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT IS WELL

AWARE OF THE NEED TO MAKE THE SECTI ON 8 PROGRAM MORE EFFECTI VE TO

LENDERS. FOR THAT REASON, HUD IS SPONSORI NG AN AMENDMENT TO

I NCREASE THE PERMI SSI BLE CONTRACT TERM WHEN A PRI VATE LENDER IS

I NVOLVED FROM 20 YEARS TO 30 YEARS, NLHA SUPPORTS THIS AMENDMENT

WHOLEHEARTEDLY. HOWEVER, WE CAUTI ON THAT BOTH THE PRI VATE AND

PUBLI C LENDER HAVE A ROLE TO PLAY IN SECTI ON 8, SO THAT THE

- 5 -
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EXI STENCE OF A 30- YEAR TERM FOR PRI VATE LENDERS SHOULD NOT BE

USED BY HUD AS A REASON NOT TO PERMI T THE 40- YEAR TERM OF STATE

AND LOCAL LENDERS.

IN THI S REGARD, NLHA WANTS TO TAKE NOTE OF THE CRUCI AL ROLE

PLAYED BY STATE HOUSING FI NANCE AGENCI ES IN THE SUCCESS OF THE

PROGRAM THUS FAR. OVER 50% OF THE SECTI ON 8 STARTS HAVE BEEN IN

STATE AGENCY PROJECTS, NLHA BELI EVES THAT IT IS ESSENTI AL THAT

STATE AGENCY PROJECTS CONTI NUE TO RECEI VE SECTI ON 8 FUNDI NG,

ACCORDI NGLY, WE URGE THAT IN CONNECTI ON WITH YOUR 1978 AUTHORI ZA-

TION FOR THE PROGRAM, THE COMMI TTEE MAKE A STATUTORY SET- ASI DE OF

SUFFI CI ENT CONTRACT AUTHORI TY TO FUND 70, 000 UNI TS. WI TH THI S

EXCEPTI ON, WE WHOLEHEARTEDLY ENDORSE THE ADMI NI STRATI ON' S FI SCAL

1977 AND 1978 BUDGET REQUESTS FOR THE PROGRAM AND COMMEND HUD

SECRETARY HARRI S FOR PURSUI NG ADMI NI STRATI VE CHANGES TO MAKE THE

PROGRAM MORE WORKABLE.

BECAUSE THE COMMUNI TY DEVELOPMENT BLOCK GRANT PROGRAM IS SO

I NTI MATELY ENTWI NED WITH SECTI ON 8 THROUGH THE HOUSI NG ASSI STANCE

PLAN MECHANI SM, NLHA STRONGLY SUPPORTS TWO AMENDMENTS TO TI TLE I

OF THE HOUSING AND COMMUNITY DEVELOPMENT ACT OF 1974,

FI RST, WE FAVOR AMENDI NG SECTI ON 105( A) TO ENLARGE THE

NUMBER OF ELI GI BLE ACTI VI TI ES UNDER THE CD PROGRAM BY ADDING A

NEW SUBSECTI ON WHI CH WOULD PERMI T PAYMENTS TO HOUSING SPONSORS TO

FACI LI TATE THE PLANNI NG, DESI GN, AND REHABI LI TATI ON OR CONSTRUC-

TION OF HOUSI NG. THI S PROPOSED CHANGE WOULD MAKE FRONT MONEY

- 6 -
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AVAI LABLE TO NON- PROFI T HOUSI NG SPONSORS, IT WOULD ALSO PERMI T

THE USE OF COMMUNI TY DEVELOPMENT BLOCK GRANT FUNDS TO SERVE AS AN

I NSURANCE FUND TO SECURE BONDS SOLD FOR THE CONSTRUCTI ON OF

SECTI ON 8 HOUSI NG, UNDER THE LAW AT PRESENT, CDBG FUNDS CAN BE

USED FOR SUCH AN I NSURANCE FUND ONLY TO SUPPORT BONDS TO FI NANCE

REHABI LI TATED HOUSI NG,

SECONDLY, WE BELI EVE THAT THE FI NANCI NG MECHANISM IN SECTI ON

108( A) , WHI CH PROVI DES FOR A FEDERAL GUARANTEE OF OBLI GATI ONS OF

LOCAL GOVERNMENTS OR THEI R AGENCI ES AND I NSTRUMENTALI TI ES FOR

FI NANCI NG THE ACQUI SITI ON OF REAL PROPERTY, SHOULD BE CHANGED TO

PERMI T THE SECRETARY TO WI THHOLD AND RESERVE CDBG FUNDS FROM

YEARS SUBSEQUENT TO THE YEAR IN WHI CH THE LOAN IS MADE FOR A

*COMMUNITY DEVELOPMENT PROJECT, TO ASSURE THE REPAYMENT OF PRI N-

CI PAL AND I NTEREST ON THE LOAN, THI S PROVI SI ON SHOULD BE SUBSTI TUTED

FOR THE PRESENT UNWORKABLE PROVI SION THAT REQUI RES THE SECRETARY

TO RESERVE AND WI THHOLD AT LEAST 110 PERCENT OF THE DI FFERENCE

BETWEEN LAND ACQUI SI TION COSTS AND THE ESTI MATED PROCEEDS TO BE

DERI VED FROM THE SALE THEREOF, FURTHER, THE OBLI GATI ON WHI CH IS

ISSUED BY THE LOCAL AGENCY SHOULD BE TAX- EXEMPT RATHER THAN

TAXABLE AS REQUIRED UNDER THE U. S. CONSTI TUTION ( SEE GENERALLY

LEFKOWI TZ, "THE UNCONSTI TUTI ONALLY OF A FEDERAL TAX UPON STATE

AND MUNI CI PAL BOND I NTEREST: IHE CONSTI TUTI ONAL I MMUNI TY OF

STATE AND MUNI CI PAL SECURI TI ES" NEW YORK STATE BAR JOURNAL,

JANUARY 1970, P. 6/ - 78. ) THI S CHANGE, ALONG WITH PERMI TTI NG A

HUD- GUARANTEE OF LOANS IN AN AMOUNT EXCEEDI NG THE COMMUNI TY' S

CDBG ALLOCATI ON FOR THE YEAR IN WHI CH THE LOAN IS MADE, SHOULD

- 7
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FACILITATE THE ABILITY OF LOCAL GOVERNMENT TO ACQUIRE A SITE FOR

HOUSING AND TO RAISE CAPITAL NEEDED TO START CONSTRUCTION EARLIER

THAN WOULD OTHERWISE BE POSSIBLE,

ON BEHALF OF THE NATIONAL LEASED HOUSING ASSOCI ATION, I WANT

TO THANK THE COMMITTEE FOR THE OPPORTUNITY TO BE WITH YOU TODAY,
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Mr . ASHLEY. Tha nk you, Mr . Gol dber g, f or your excel l ent st at e-
ment .

I wonder i f your maj or l egi sl at i ve r ecommendat i on wa s advanced
t o t he Depar t ment of Hous i ng and Ur ba n Devel opment as a possi bl e
component i n t hat Depar t ment ' s hous i ng package f or 1978?

Mr . GOLDBERG. I t hi nk my counsel woul d be i n a bet t er posi t i on
t o ans wer t hat quest i on.

Mr . EDSON. We submi t t ed i t t o t hem and t hey ar e now consi der i ng
it. I t pr obabl y wa s not submi t t ed i n t i me t o cat ch t hei r ear l y submi s-
si on of t hei r 1978 package. The y sti ll ma y come bef or e t he s ubcom-
mi t t ee and suppor t it. I t i s under act i ve consi derat i on r i ght now, Mr .
Chai r man.

Mr . ASHLEY. Wel l , do you t hi nk t hat we can rel y on t he Depar t ment
t o get i n t ouch wi t h us i f t hey want ser i ous consi derat i on of i t , or
shoul d we di rect t he communi cat i on t o t he Depar t ment ?

Mr . EDSON. Cer t ai nl y i t woul d be up t o your di scret i on. I t hi nk
of t en whe n an ame ndme nt i s pr esent ed, t he Commi t t ee does wr i t e
over t o t he• Depar t ment f or i t s vi ews. An d I t hi nk i t woul d be ver y
hel pful i n t hi s case. The y have so ma ny t hi ngs on t hei r mi nd r i ght
now t hat t hey mi ght not be gi vi ng i t compl et e f ocus absent a l i t t le
nudge f r om t he subcommi t t ee.

Mr . ASHLEY. Thi s t ends t o r epresent a ver y subst ant i al depar t ur e
f r om t he posi t i on t aken i n 1974, i n t he so-cal l ed AuCoi n amendment .

Wh a t we ar e real l y doi ng i s goi ng f r om a year or a year and a hal f
t o as muc h as 40 years. An d obvi ousl y, t her e i s goi ng t o have t o be
s ome ver y per suasi ve and consi derabl e j ust i fi cat i on i f HU D i s goi ng
t o accept t hi s, and i f t hi s subcommi t t ee i s t o gi ve i t ser i ous consi dera-
t i on.

Mr . GOLDBERG. I t hi nk t he maj or poi nt her e i s t hat t he real f i nanci al
r i sk t o t he Gover nment i s mi ni mal . I t hi nk i t i s a per cei ved r i sk by
t he f i nanci al communi t y.

An d you mus t r ecogni ze, as I a m sur e you al l do, t hat t he f i nanci al
communi t y has x dol l ar s t o l end f or var i ous t ypes of proj ect s. I t i s
goi ng t o l end, fi rst and f or emost , on wha t i t feel s i s t he mos t secure
proj ect s.

So i n t er ms of avai l abi l i t y of dol l ars t hat go i nt o a speci fi c ar ea,
t he t ype of mechani s m t hat you ar e deal i ng wi t h i s goi ng t o act ei t her
as an i ncent i ve or a di si ncent i ve.

An d once dol l ars ar e br ought i nt o t he ar ea, t hen t he st r engt h of t he
f i nanci ng mechani s m i s goi ng t o ei t her i ncrease or decrease t he i nt erest
rat e, t he r i sk f act or as per cei ved by t he l ender whi ch ma y be —a nd i n
ma ny cases i s—di f f er ent t han t he act ual r i sk fact or .

But i n t he f i nanci al wor l d, speaki ng as one who i s a banker , I can
safel y st at e t hat per cept i on i s t he cri t i cal fact or . I t i s t he per cept i on of
real i t y t hat count s, not real i t y. Wh e n t r ader s t r ade st ocks or bonds ,
what t hey ar e deal i ng wi t h i s t hei r per cept i on of t he real i t y. Ther e i s
a di scount f act or af t er t he news happens. Ther e i s al ways a r umor
ar ound Wal l St reet . An d t hat i s a per cept i on of real i t y. An d what you
are deal i ng wi t h i s peopl e' s per cept i on, not t he act ual real i t y.

A d I t hi nk i t i s i mpor t ant t hat you under s t and t hat t her e i s no
r i sk i nvol ved her e because t he cont r act aut hor i t y has been al l ocat ed;
i t does not affect your budget aut hor i t y and wi t h t he t ype of pr o-
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gr a m t hat has been est abl i shed, you wi l l pr obabl y not have any va-
canci es.

But as l ong as you deal wi t h t hat real i t y, you mus t deal wi t h t he
ot her real i t y, t hat f i nanci al peopl e have a per cept i on of real i t y and you
have t o deal wi t h t hei r per cept i on.

Mr . ASHLEY. I wonder t o wha t ext ent you ar e addr ess i ng your sel f
t o real ri sk or t he per cei ved ri sk and t hi nki ng back t o t he 1974 de-
bat e on t hi s poi nt . I bel i eve I a m r i ght i n s ayi ng t hat Mr . Br own and
ot her s st r ongl y t ook t he vi ew t hat i t was as wel l t o have t he devel oper
i nvol ved as wel l as t he Feder al Gover nment . An d I a m not sur e t hat at
t hi s t i me, t hat I have been per suaded t o t he cont r ar y.

I can see preci sel y wha t you ar e sayi ng, Mr . Gol dber g. I can under -
s t and t hat l ender s mi ght percei ve a r i sk her e t hat i s not real and woul d
act accordi ngl y. But my God, i f we ar e t o addr ess oursel ves t o ever y
per cei ved r i sk and t o r espond t o t hat per cei ved r i sk as suggest ed her e,
and i t does s eem t o me t hat t hat ma y not r epresent a ver y equi t abl e
basi s, af t er al l , t he devel oper s t ands t o ma ke s ome mone y here. An d t he
l ender st ands t o ma ke s ome money.

An d you poi nt ed out i n your t es t i mony t hat debt servi ce i s about
60 per cent of t he cont r act rent . Whe r e does t he ot her 40 per cent go?

Mr . GOLDBERG. Tha t i s oper at i ng expenses, basi cal l y.
I woul d l i ke t o comment , t hough, on t wo aspect s of wha t you have

comment ed upon. Fi r st , t he devel oper , i n fact , st il l i s at r i sk because
par t i cul ar l y dur i ng t he const ruct i on per i od, t he devel oper has t o get
hi s payment or per f or mance bonds and get t he proj ect bui l t wi t hi n
budget or f ace ser i ous fi nanci al l oss. The devel oper mus t pr ovi de a
l et t er of credi t i n ma ny cases.

Ther e i s sti ll a const ruct i on ri sk dur i ng t he const ruct i on per i od t hat
t he devel oper , i n fact , i s ver y muc h i nvol ved wi t h. Dependi ng upon
whet her you have a P HA proj ect , or what ever he r emai ns i n an owner -
shi p posi t i on, he wi l l r emai n i nvol ved as wel l .

I n t er ms of t he l ender s, i t i s t r ue, a l ender i n ma ny cases—cer t ai nl y
i f I was a l ender , I woul d pr ef er get t i ng a 9- percent i nt erest r at e t han
a 6-per cent i nt erest rat e.

But wha t we ar e comi ng bef or e you t oday and sayi ng i s t hat we
woul d r at her see a 6- percent i nt erest r at e her e t han a 9- percent i nt erest
rat e. Tha t t hi s wi l l save t he Feder al Gover nment money. The i nt erest
rat e i s one of t he vi t al component s t hat makes up t he cost . So t hat , i n
fact , i t i s goi ng t o save t he Feder al Gover nment mone y i n t he fi nal
anal ysi s, not i ncrease t he Feder al Gover nment ' s exposur e.

Mr . EDSON. Mr . Chai r man, I mi ght add a l i t t le bi t t o t he hi st ory of
1974. An d you wer e r i ght on t he posi t i on of t he t hen admi ni st r at i on.
But at t hat t i me t hi s subcommi t t ee ma de a change i n t hi s proposal , and
t hat wa s t o per mi t F HA ,hnanci ng, wher eas t hei r pr oposal woul d have
excl uded it.

By t hat you put t he Gover nment at a 100-per cent ri sk f or 40 year s;
a f ar gr eat er r i sk t han wha t we ar e pr oposi ng here. I ndeed, we t hi nk
t hat t hi s wi l l be l ess r i sk t o t he Gover nment t han t he F HA-i nsured
proj ect s whi ch ar e t he onl y ot her proj ect s bei ng done ot her t han t he
St at e agency.

Mr . ASHLEY. I n t he l anguage of sect i on 8( c) ( 4) of t he act , we f i nd
t he l anguage, no such payment wi l l be ma de af t er such 60- day per i od,

(
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one, i f t he unoccupi ed uni t i s i nsur ed under t he Nat i onal Hous i ng Act ,
except pur suant t o sect i on 244 of t he act or , t wo, i f t he Secr et ar y
det er mi nes t hat t he dwel l i ng uni t I s i n a proj ect whi ch pr ovi des t he
owner wi t h r evenues exceedi ng t he cost s i ncur r ed by such proj ect .

Woul d i t be i nt ended t hat t hi s l anguage be changed?
Mr . EDSON. The dr af t ' amendment t hat I bel i eve Congr es s man

AuCoi n i nt r oduced does not have t hat provi so i n t here. Not because of
any phi l osophi cal obj ect i on t o i t , because we t hi nk i t i s s ound; i t i s j ust
t he di fficul t y of t r yi ng t o comput e t he t er m.

I woul d have no obj ect i on t o an i ncl usi on of t hat i f t he l anguage
coul d be clari fi ed.

I f t he st aff and t he member s wi l l recal l , l ast year we had s ome diffi-
cul t y dr af t i ng t hat provi si on because i t i s j ust har d t o dr af t .

But no pr obl em at al l wi t h t he concept .
Mr . ASHLEY. Mr . Wyl i e?
Mr . WYLI E. Wel l , t hat wa s —t he l anguage I got i nt o a l i t t le earl i er.

You say you have no di fficul t y wi t h t he concept , but s ome di fficul ty wi t h
t he l anguage. Woul d you add t hese wor ds i n t he commi t t ee pr i nt t o
whi ch I r ef er r ed a l i t t le earl i er t hat sai d t hese payment s coul d be ma de
ei t her dur i ng t he i ni t i al per i od or subsequent l y? - -

Mr . GOLDBERG. Tha t i s wha t t he r egul at i ons say, f or 1 year .
An d i n f act t ha t —wha t we ar e suggest i ng i s a r emoval of t he 1- year
l i mi t at i on.

Mr . WYLI E. Tha t woul d be 40 year s t hen?
Mr . GOLDBERG. To ma ke i t what ever t he cont r act l i fe i s, f or t he l i fe

of t he cont ract .
Mr . WYLI E. The ot her day, under our bil l , under t he sect i on 8 pr o-

gr a m i t woul d be 30 year s.
For t he convent i onal l oan.
Mr . GOLDBERG. Yes . The 30 year s i s t he a me ndme nt t hat H U D has

i nt r oduced f or t he pr i vat e l ender and cer t ai nl y i f i t i s f or 30 year s,
t hen t he suggest i on woul d be her e t hat t he payment woul d i n effect
be t her e f or 30 years.

I f i t wer e a publ i c agency, i t woul d be 40 years.
Mr . WYLI E. Woul d t hi s encour age mor e par t i ci pat i on i n t he sect i on

8 pr ogr am as di st i ngui shed f r om t he F HA pr ogr am?
Mr . GOLDBERG. Ver y defi ni t el y. Ver y, ver y defi ni t el y. Ther e i s no

quest i on what soever t hat i f you have t hi s t ype of secur i t y mechani s m
i nvol ved you woul d have a t r emendous i nf l ux of capi t al comi ng i nt o
t hi s pr ogr am ar ea and, f ur t her mor e, I t hi nk you woul d have ma ny
peopl e ut i l i zi ng t hi s vehi cl e i nst ead of F HA and, as Mr . Eds on i ndi -
cat ed earl i er, one of t he benefi t s her e i s t hat by doi ng t hi s you wi l l be
l esseni ng t he Gover nment ' s r i sk because i n t he F HA you woul d have
100- per cent i nsur ance.

Mr . WYLI E. The mor t gage banker s suggest ed t hat we pr ovi de t hi s
s a me sor t of r i sk secur i t y i n t he F HA pr ogr am.

Mr . EDSON. Jus t a per sonal opi ni on. I have no obj ect i on t o i t al t hough
I don' t see t he s a me need f or i t i f you have F HA i nsurance.

Mr . WYLI E. Yo u ar e sayi ng t hat you don' t t hi nk t her e i s a ri sk.
Mr . ASHLEY. I t hi nk wha t he i s sayi ng i s t hat t her e i s al r eady a

100- per cent absor pt i on of ri sk.
Mr . GOLDBERG. We have had ma ny proj ect s i n my f i rm, wher e we

wer e l ooki ng at t he pot ent i al f or f i nanci ng and wher e i n or der t o ma ke



2524

t he proj ect f i nanceabl e, t he mor t gage comes out at one l evel , and wi t h
t he i nsurance, i t comes out at anot her l evel , and you have got t hi s ga p
i n bet ween and you say, wel l , t hank you ver y much, and go back and
t ry t o f i nd anot her wa y of processi ng it.

Mr . WYLI E. So you t hi nk t her e woul d be a shi f t i ng of par t i ci pat i on
i n t he pr i vat e sect or t hr ough your pr ogr am f r om F HA pr ogr ams ?

Mr . GOLDBERG. Ver y defi ni t el y. I t hi nk t hat peopl e woul d f i nd t hi s
appr oach a muc h mor e expedi t i ous wa y of pr oceedi ng. And , i n fact ,
t her e i s s ome evi dence of t hi s cer t ai nl y i n t he ol d sect i on 23 pr ogr am.

Yo u had i nvol vement of pr i vat e l ender s you had i nvol vement of
t ax exempt l ender s. And , i n fact , peopl e di d not have t o go t hr ough
t he F HA r out e t her e, wher e you had s ome t ype of a secur i t y mecha-
ni s m t hat was percei ved as bei ng a ver y s ound one.

I n fact , i t was mor e secure t han t hat whi ch we ar e suggest i ng here.
Mr . ASHLEY. Mr . Evans ?
Mr . EVANS. Mr . Chai r man, I have no quest i ons at t hi s t i me ot her

t han t o c omme nt t hat I t hi nk i t i s hel pf ul f or you t o f ocus your com-
ment s on t he pr obl em, t he pr obl ems t hat you percei ve wi t h sect i on 8,
and I t hi nk t hat we woul d al l agr ee t hat we want t o at t ract l ender s
t o t hi s t ype of proj ect , and t he quest i on now i s how t o go about t hat .

Mr . GOLDBERG. Tha nk you, si r.
Mr . ASHLEY. Mr . Pat t er son?
Mr . PATTERSON. Tha nk you, Mr . Chai r man.
Mr . Gol dber g, I want t o addr ess t he pr oposed a me ndme nt f or a

mi nut e.
I t hi nk on page 5 you speak of t he l i mi t at i ons and saf eguar ds t o

prot ect t he Gover nment ' s i nt erest . Payment s can be ma de onl y i f t he
owner i s maki ng a good fai t h effort t o fill t he uni t and/ or mai nt ai ni ng
i t i n a decent , saf e and sani t ary condi t i on.

Does t hat me a n effort t o fill and mai nt ai ni ng i t or does t hat me a n or ?
And/ or does not me a n anyt hi ng t o me .
An d I don' t have t he ame ndme nt befor e me. So I woul d l i ke t o have

s ome cl ari fi cat i on on t hat .
Mr . GOLDBERG. I t shoul d be and.
Woul d you del et e t he wor d " or " pl ease?
Mr . PATTERSON. Al l r i ght . Tha nk you.
The ot her quest i on I had i s, i n t he s ame r egar d, you i ndi cat ed t hat

t he i ncent i ve woul d be t her e t o r ent uni t s because debt servi ce woul d
be onl y about 60 per cent of wha t t he r ent al val ue woul d be, t he con-
t r act rent .

I have not t hought i t t hr ough, but I wonder i f you have, i n t er ms of
t axat i on, you know, anot her gover nment pol i cy of i ncome t axat i on
and t he exempt i ons f r om deduct i ng i nt erest and ot her i t ems f r om
rent al housi ng, as a busi ness.

Woul d t hat i ncent i ve sti ll be t her e on bal ance I mean, or woul d
s omeone, f or exampl e, f i nd t hat i t mi ght be good t o l eave al l t hese

number of uni t s unavai l abl e or open, vacant , and t hen, of course, t hey
don' t have t o wor r y at ei t her end?

I f t her e i s a guar ant ee on t he debt servi ce, t hen you have a fl oor, so
you don' t have t o wor r y.

And, on t he ot her hand, i s t her e real l y enough i ncent i ve wi t h t he
i ncome t ax l aws t o seek ful l occupancy?
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Mr . GOLDBERG. I have not t hought t hr ough t he quest i on of t he i n-
come t ax l aws. But , as a mat t er of economi c real i t y, I t hi nk t her e i s
no quest i on but t hat t he owner of t he pr oper t y, i f he i s onl y meet i ng
debt servi ce, i s not maki ng a profi t at al l . An d cer t ai nl y t her e i s a
ver y, ver y gr eat i ncent i ve f or hi m t o r ent up so he can have a profi t
mar gi n s omewher e i n t her e whet her i t be a P HA owner or a pr i vat e
devel oper owner .

An d I don' t me a n profi t goi ng i nt o one' s pocket , but prof i t t hat
t hey woul d ut i l ize or ot her hous i ng pr ogr ams whi ch ma y be a sur pl us
i n t he cash f l ow i f t hey have 100 per cent occupancy.

Mr . PATTERsoN. I under s t and t hat basi cal l y woul d be t r ue. But t her e
ar e t hose who suffer a l oss, t ax-wi se, each year and, of cour se, t hey
appr eci at e and t he val ue of t he pr oper t y appreci at es and t hey have
i ncome f r om anot her source, maybe, i f t hey ar e a medi cal doct or or
somet hi ng, and t hey i nvest i n t hi s sor t of t hi ng.

Mr . GOLDBERG. I t hi nk you ar e r ef er r i ng t o t ax i ncent i ves and gen-
eral l y t hat rel at es t o t he depreci at i on, whi ch i s a noncash t ype of
i t em. So, t herefore, i t does not rel at e t o t he cash f l ow aspect s. Depr e-
ci at i on i s a noncash i t em.

Mr . KOLODNER. Of t hat di fference, t hat i s bet ween t he appr oxi mat el y
60 percent of cont r act r ent at t r i but abl e t o debt servi ce and t he ful l
cont r act r ent , I woul d say, safel y, 95 per cent i s oper at i ng expenses.
i t woul d be har d f or an owner t o have t o ma ke up t hat di f ference f r om
hi s own cash resources. He woul d gai n no advant age t hr ough any t ax
shel t er l aws, wi t h t hat magni t ude of di fference.

Mr . PAr r ERs oN. Tha nk you.
I n r egar d t o sect i on 8, you know, I have onl y been ar ound Congr es s

a coupl e of year s, we have beat i t t o deat h i n bot h di rect i ons, I guess,
I was not a par t of t he dr af t i ng of t he l egi sl at i on, and Secr et ar y
Har r i s nowsays we can ma ke i t wor k.

Let me ask you t hi s, has t hi s real l y wor ked at al l and do you t hi nk
t he ki nks can be wor ked out so t hat sect i on 8, i n fact , can be pr oduc-
t i ve?

I as s ume you do, but I woul d l i ke t o hear you expand on i t , up t o now
wi t h sect i on 8. Fr ankl y I a m ver y di ssat i sfi ed wi t h it .

On t he ot her hand, i n t he f ut ur e I see it as possi bl y a good vehi cl e.
An d I woul d l i ke you t o c omme nt on i t.

Mr . GOLDBERG. I t hi nk t he i ndust r y cer t ai nl y woul d shar e your
vi ews on bot h fact ors.

The pr obl em is, I t hi nk, t hat whe n you have st ops and st ar t s of
di f ferent t ypes of gover nment al hous i ng pr ogr ams , an i ndust r y t ri es
t o gear up, t hey t r y t o l ear n t he rul es of t he game. Once, t hey l ear n
t he rul es, t her e i s no mor e pr ogr am. The y st ar t al l over agai n at gr ound
zero. I t i s sor t of l i ke pl ayi ng yo-yos.

So t hat I t hi nk t hat sect i on 8 i s on t he books. I t i s here. I t exi st s. I t
i s pot ent i al l y a ver y vi abl e pr ogr am I t has a l ot of good f eat ur es t o
it. I t hi nk t he maj or mi ss i ng i ngr edi ent i s t hat t her e has not been an
adequat e f i nanci ng devi ce wi t hi n i t.

Ther e i s no quest i on but t hat s ome of t he ol d pr ogr ams wer e wor k-
i ng ver y wel l . I t hi nk, i n my o wn per sonal opi ni on, I t hi nk t hat t her e
was a gr eat bi l l of goods sol d i n t er ms of t he f act t hat i n t he ol d days
s ome of t he housi ng pr ogr ams I t hought wer e qui t e effect i ve, l i ke sec-
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t i on 23, whi ch was t aken off t he books or sect i on 236, I t hi nk t her e wa s
a l ot of effect i veness i n s ome of t hose pr ogr ams . An d I t hi nk t hat what -
ever al l eged abuses ma y have been i nvol ved i n t hose pr ogr ams pr ob-
abl y coul d have been handl ed. But t hat was not , i n my o wn per sonal
opi ni on, t he f ocus of t he admi ni st r at i on at t he t i me and t hey wer e
convi nced t hat t hey want ed t o t r y and r ear r ange al l of t he pr ogr ams
and t hey succeeded.

But wi t h what we have on t he books i s capabl e of pr oduci ng—t he
i ndust r y i s goi ng t o ret ool , t hey have l ear ned a whol e ne w l anguage,
a whol e ne w pr ogr am and t hey real i ze what t he weaknesses are. An d
t hat i s why we ar e here. An d i t has t aken a whi l e t o real i ze what t he
basi c di fferences are.

Mr . EDSON. I f I ma y, we have one of our devel oper member s f r om
sout her n Cal i forni a f r om t he Los Angel es ar ea her e t oday, To m
Saf r an, who per haps coul d tel l you how i t i s wor ki ng i n sout her n
Cal i forni a, and wha t i s needed t o ma ke i t wor k.

Mr . PATTERSON. Yo u know how t o hi t me wher e I l i ve.
Mr . Ens oN. I t hough it mi ght have s ome l ocal i nt erest .

STATEMENT OF TOM SAFRAN, DEVELOPER, SOUTHERN CALI FORNI A
AREA

Mr . SAFRAN. Good af t ernoon.
My na me i s To m Sa f r an, a devel oper i n t he sout her n Cal i for ni a

ar ea. An d I a m wor ki ng on several of t hese proj ect s i n t he bay area.
An d I a m wor ki ng on t wo proj ect s i n your di st ri ct , Congr es s man
Pat t er son, bot h el derl y, however .

A comment , sect i on 8 wor ks and i s wor ki ng ver y wel l subj ect t o
one pr obl em. I n ever y proj ect I a m i nvol ved wi t h, whi ch i s 12 proj -
ect s, t hey ar e al l el der l y, and we ar e us i ng sect i on 221( d) ( 4) f i nanc-
i ng. An d i t woul d wor k, and i s wor ki ng subj ect t o H U D appr ovi ng
a suffi ci ent rent .

An d based upon t he revi sed r egul at i ons t hat t he Depar t ment i s
gi vi ng—a mor e l i beral i nt erpret at i on, t he whol e confl i ct over t he
cont r act r ent det er mi nat i on and t he f act ors t hat ar e i nvol ved, t he
pr ogr am wi l l be feasi bl e and qui t e act i ve i n our dist rict . An d based
upon a meet i ng of t he NL HA devel oper s, who met i n Denver 11/2
mont hs ago, sect i on 8 i s begi nni ng t o wor k t hr oughout t he count r y.
Rel at ed t o t he i ssue at hand her e r egar di ng f i nanci ng, I can say hav-
i ng t al ked t o s ome of t he bi ggest l ender s t hr oughout Cal i f or ni a—t he
banks oper at e st at ewi de, t hey oper at ed and f i nanced t he ol d sect i on 23
ne w const ruct i on pr ogr a m—a nd t hey have been unwi l l i ng t o l oan or
not i nt erest ed i n sect i on 8.

Unde r t he ol d sect i on 23 pr ogr am, t hey guar ant eed a payment of
t he ful l r ent f or t he l i fe of t he t er m of t he l oan, of t he subsi dy con-
t ract , whi ch was 20 years. However , t oday t her e i s no such guar ant ee
and I can say t hat , pr ovi ded t he t wo changes , t he payment f or pr i n-
ci pal and i nt erest guar ant eed, t oget her wi t h t he 30- year t er m, woul d
gi ve us t he 80-per cent l oan, a 30- year t er m, and a mor e f avor abl e r at e
of i nt erest .

The l ender s have sai d, " We woul d be ' defi ni t el y mor e i nt erest ed i n
l ooki ng at t hese proj ect s, and pr ovi de you per haps wi t h a quar t er per -
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cent i nt erest l ower , a 30- year t er m i nst ead of 20 year s, and an 80 per -
cent l oan t o val ue, i nst ead of t he nor mal 75 percent . "

So, wi t h al l of t hese proj ect s ar e wor ki ng on, el der l y t o begi n wi t h,
we coul d get a mor e f avor abl e act i ve i nt erest on t he par t of l ender s f or
convent i onal f i nanci ng.

Wher eas , now t hey say, " Wel l , f or get i t . "
As a resul t we have al l been wi l l i ng t o t ake t he ext r a 3, 4, 5, 6 mont hs '

del ay i n deal i ng wi t h sect i on 221 ( d ) ( 4) f i nanci ng.
So, t hat ' s speaki ng f r om my o wn exper i ence.
Mr . PAI TERSON. The 30- year pr ovi si on you ar e r ef er r i ng t o is' on t he

fl oor t omor r ow, I a m advi sed. I n t he event you mi ght not al r eady know
t hat , you ma y want t o st ay over anot her day.

The l ast quest i on I have i s, we hear d t est i mony earl i er t hi s af t er noon
f r om t he Nat i onal Associ at i on of Ho me Bui l der s t hat t her e i s t oo gr eat
an emphas i s on sect i on 8, ne w housi ng, I me a n exi st i ng housi ng. An d
t hey woul d r at her see mor e emphas i s on t he new.

I a m wonder i ng what your r esponse, I a m wonder i ng i f you shar e
t hat s ame concer n.

Yo u deal , I as sume, wi t h bot h exi st i ng and new. I s t hat cor rect ?
Mr . GOLDBERG. Tha t i s correct .
Mr . PATTERSON. Wh a t do you t hi nk of t he bal ance?
Mr . GOLDBERG. I don' t t hi nk t her e has been enough ne w const ruct i on.

An d I t hi nk t he r eason f or t hat i s because i t j ust coul d not be done.
Cer t ai nl y, as was i ndi cat ed, mos t of t hese proj ect s ar e el der l y. So t her e
ar e no f ami l y uni t s at al l bei ng done.

The pr obl em i s t hat i n t he pr evi ous admi ni st r at i on, t hey wer e ver y
concer ned t o t r y t o s how a t r ack r ecord. The y wdnt ed t o come back t o
Congr es s and t hey want ed t o say, " Thi s i s wha t we have done. We ' ve
got t hi s ma ny st art s on t he books. "

I t was easi er f or t hem t o be abl e t o put i t i nt o exi st i ng uni t s, t han t o
t r y t o have ne w const ruct i on, because t her e wa s no wa y of get t i ng t he
ne w const ruct i on goi ng.

So I t hi nk t hat t he r eason wh y t hat i mbal ance exi st s, I t hi nk t hat
i mbal ances occur r ed because of t he pol i t i cal pr obl em, t hey want ed t o
pr ove t hat t he pr ogr am wor ked, t hat t hey wer e pr oduci ng.

Mr . PAWERSON. Tha nk you. I have no f ur t her quest i ons.
Mr . EVANS of I ndi ana [ pr esi di ng] . I guess I wi l l st and i n as act i ng

chai r man.
Mr . Wyl i e? .
Mr . WYLI E. I want ed t o f ol l ow up on one poi nt whi ch wa s ment i oned

earl i er. Wh a t woul d be your opi ni on about t he convent i onal sect i on 8
proj ect s i f GNMA pur chases wer e pr ohi bi t ed?

Mr . GOLDBERG. I guess we have no obj ect i on t o it.
Mr . EDSON. F HA i nsur ed, per haps you mi ght have been t hi nki ng

of F NMA. Ther e i s goi ng t o be a F NMA convent i onal pr ogr am whi ch
wi l l al l ow pur chases under sect i on 8 whi ch wi l l be fi ne, i t ma y br i ng
mor e mone y i nt o t he field.

Ther e ar e GNMA pur chases now under t he 71/ 2 per cent F HA onl y.
Mr . WYLI E. I a m t al ki ng about convent i onal sect i on 8, t hough.
Mr . GOLDBERG. I t hi nk Mr . Kol odner woul d l i ke t o add s omet hi ng

t o t hat .
Mr . KOLODNER. Tha nk you.
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Mr . Wyl i e, wi t h t he GNMA pr ogr am, t her e has t o be suffi cient poi nt s
bui l t i n as a di scount , i n or der t o pr oduce a yi el d on t he mor t gage com-
par abl e t o t he secondar y mar ket yi el d r equi r ement s. Tha t i s si gni fi -
cant l y hi gher t han t he yi el d whi ch mi ght be at t ai nabl e i f t her e was t ax-
exempt f i nanci ng used. An d t hat woul d rest ri ct t he a mount of housi ng
whi ch coul d be pr oduced t hr ough t hat t ype of vehi cl e, because of t he
hi gher i nt erest rat es.

Mr . WYLI E. Di d you want t o c omme nt on t hat ?
Mr . GOLDBERG. Mr . Sa f r an?
Mr . SAFRAN. A devel oper l ooks t o f i nd t he best possi bl e f i nanci ng

you can get , and wha t woul d be avai l abl e, and wei gh hi s f act or s of how
l ong i t wi l l t ake wi t h HU D ver sus convent i onal , and i s i t wor t h i t ?

As an exampl e, r i ght now i n Cal i forni a, you coul d get f or sect i on 8,
i f t hey l i ke your l ocat i on, and t hey ar e ver y par t i cul ar about l ocat i on,
we coul d get a 20-year l oan wi t h possi bl y a 30-year amor t i zat i on
schedul e, 9. 24-percent i nt erest and a 5-percent l oan.

I f t he t er ms wer e 30 year s, i f we guar ant eed t he pr i nci pl e and i nt er-
est payment , al l of t hat woul d i mpr ove. I f you woul d c ome up wi t h
t hat F NMA pur chase pr ogr am f or convent i onal GNMA. , excuse me ,
f or convent i onal l oans, i t woul d gr eat el y enhance and ma ke t he l oans
mor e desi rabl e.

Wi t h t hose t hr ee changes par t i cul ar l y, or even wi t hout t he debt
servi ce change, I woul d have t o say, but wi t h t he 30- year change i n
t he pur chase pr ogr am, t he convent i onal pr ogr am woul d be ver y
at t ract i ve t o pr i vat e sponsor s.

Mr . KOLODNER. The cont empl at ed GNMA convent i onal mul t i f ami l y
mor t gage pur chase pr ogr am woul d nei t her ext end t he t er m nor
i ncrease t he val ue rat i o, as I under s t and it.

Mr . WYLI E. Tha nk you.
Yo u ma de t he poi nt t hat I was at t empt i ng t o ma ke wi t h t he ot her

wi t ness a li t t le earl i er. An d t hat i s t hat i t s eems t o me as i f we devel op
t hese pr ogr ams , we l earn t hat t he peopl e i n t he busi ness ma y change
i t ar ound, and i t i s har d f or t he l ayman t o f ol l ow wha t i s goi ng on.

An d I t hought t hat t he sect i on 8 pr ogr am wa s desi gned t o r epl ace
t wo or t hr ee pr ogr ams . At l east t hat i s wha t we wer e t ol d whe n t he
sect i on 8 pr ogr am was desi gned t o r epl ace t he sect i on 23 pr ogr ams ,
and sect i on 236 and possi bl y publ i c housi ng.

I s t hat not accur at e as f ar as your under s t andi ng i s concer ned?
Mr . GOLDBERG. I t hi nk t he concept i s accurat e, t hat t he sect i on 8

pr ogr am i s desi gned t o be suffi ci ent l y fl exi bl e t o cover wha t was
previ ousl y a wi de r ange of pr ogr ams . However , t he pr obl em i s t hat
i n t r yi ng t o desi gn somet i mes a ne w package, we f r equent l y l eave out
necessary i ngredi ent s.

I t i s ki nd of l i ke whe n my wi f e deci des t o cook a di sh f or t he first
t i me. She l eaves somet hi ng out and I say, t hi s doesn' t t ast e so good.
Wh a t di d you do wr ong?

She says, " Wel l , I di d i t al l . Ma ybe I f or got t he r ock sal t or
somet hi ng. " [ Laught er . ]

I t i s t he s a me t hi ng here. I t hi nk you desi gned a fl exi bl e package
t hat cover s t he br oad r ange of housi ng pr ogr ams but f or got t he
f i nanci ng, and t hat i s real l y t he key t o t he whol e t hi ng.
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Mr . WYLI E. Tha nk you ver y much.
Mr . EVANS. Mr . Pat t er son?
Mr . PAr I ERSON. I have no f ur t her quest i ons.
Mr . EVANS. Al l r i ght . We wi l l adj our n t he meet i ng.
I t hank al l of you gent l emen f or t est i fyi ng t hi s af t er noon. An d

your t es t i mony cer t ai nl y wi l l be hel pf ul t o t he subcommi t t ee, and t he
subcommi t t ee now st ands adj our ned subj ect t o t he cal l of t he Chai r .

Mr . GOLDBERG. Tha nk you.
[ Wher eupon, at 4: 25 p. m. , t he hear i ng was adj our ned, subj ect t o

t he cal l of t he Chai r ] .
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STATEMENT OF HON. RI CHARD L. OTTI NGER, A REPRESENTATI VE I N CONGRESS
FROM THE STATE OF NE W YORK ON REAUTHORI ZI NG THE COMMUNI TY DE-
VELOPMONT BLOCK GRANT PROGRAM

Mr . Cha i r ma n, I a m del i ght ed t o ha ve t hi s oppor t uni t y t o t est i f y on t he f ut ur e
of t he Co mmu n i t y De ve l opme nt pr ogr a m.

Le t me begi n by appl audi ng t he r ecent i ni t i at i ve of t he Secr et ar y of t he De -
pa r t me pt of Hous i ng a n d Ur b a n De ve l opme nt , Mr s . Har r i s . Th e pr opos a l t ha t
s he pr es ent ed t o t hi s Subc ommi t t e e s ever al we e ks a go r ef l ect s a n ener get i c a n d
ear nes t a ppr oa c h t o sol vi ng t he pr obl e ms of t he nat i on' s ur ba n ar eas .

I wa s par t i cul ar l y pl eased by t he n e w f or mul a whi c h t he Secr et ar y pr opos es
t o i mpl e me nt . Fo r qui t e s o me t i me , I ha ve f el t t hat t he cur r ent Bl ock Gr a nt f or -
mu l a i nadequat e l y addr es s es t he needs of t he mo s t s ever el y det er i or at i ng ur ba n
ar eas , par t i cul ar l y i n t he ol der Nor t heas t a n d Mi d we s t r egi ons . I n J a nua r y of
t hi s year , I i nt r oduced H. R. 2113, a bi l l t hat woul d a d d a ge of hous i ng t o t he
f or mul a . I wa s , t her ef or e, ver y pl eased t o l ear n t ha t t hi s i mpor t a nt me a s ur e of
ur ba n ne ed wa s i ncl uded i n t he Admi ni s t r at i on' s pr ogr a m.

I n addi t i on, t he n e w Ur b a n Act i on pr ogr a m s e e ms a n i nnovat i ve a ppr oa c h t o
t he ec onomi c di mens i ons of i nner ci t y bl i ght , a n d I l ook f or wa r d t o l ear ni ng f ur -
t her det ai l s r egar di ng t he oper at i on of t hat n e w pr ogr a m.

I mus t , howe ve r , j oi n wi t h ot her wi t nes ses wh o ha ve appe ar e d bef or e t he
Subc ommi t t e e t o ques t i on whe t he r t he Admi ni s t r at i on' s pr opos al adequa t e l y
me e t s t he needs of t he s mal l er ci t i es of t he Uni t ed St at es .

I n par t i cul ar , I a m concer ned a bout t he i mpa c t whi c h t he r educt i on of hol d-
ha r ml es s gr ant s wi l l ha ve upon t hos e ent i t l ement a n d n on- ent i t l ement ci t i es t ha t
a r e pr esent l y e ngage d i n ef f ect i ve r edeve l opment pr ogr a ms . I n Whi t e Pl ai ns , Ne w
Yor k —f o r , e x a mp l e —t h e ci t y h a s been abl e t o pr oceed wi t h a ma j or r ebui l di ng
pl an. Th e pr ogr a m i s j us t ca t chi ng hol d, a s a s mal l a n d dedi cat ed st af f wor ks
wi t h ci t i zens or gani zat i ons t o r ehabi l i t at e a n d cons er ve t he exi s t i ng hous i ng
s t ock, t o r epl ace obsol et e ut i l i t i es s er vi ng t hes e ne i ghbor hoods a n d t o pr ovi de
essent i al soci al ser vi ce pr ogr a ms not ot her wi s e f unde d by t he Congr es s . To per -
mi t t hi s succes s f ul pr ogr a m t o f al t er n o w du e t o a s ha r p dr op i n t he f undi ng
l e ve l —f r om $3. 7 mi l l i on per year t o a n a nnua l $594, 000—woul d be di s as t r ous
f or t he peopl e of Whi t e Pl ai ns .

Fo r t hos e ci t i es whi c h ha ve pl a nne d t hei r c o mmu n i t y de ve l opme nt act i vi t i es
o n t he bas i s of t he f undi ng t hey ha ve r ecei ved f or t he l as t t hr ee year s , a n d a r e
n o w ma k i ng r eal pr ogr es s , t he s ha r p r educt i on c aus e d by t he phas eout of hol d-
ha r ml es s f undi ng wi l l del i ver a s ever e bl ow t o t he s t r uggl e agai ns t ur ba n bl i ght .
The r e mu s t be st abi l i t y i n s uc h pr ogr a ms . Yo u can' t t ur n t h e m on a n d of f l i ke a
spi got .

Mr . Cha i r ma n, I a m a wa r e of t he pr obl ems t ha t ha ve bee n doc ume nt e d i n s ev-
er al r epor t s , concer ni ng t he us e of c o mmu ni t y deve l opment f unds f or pur pos e s t ha t
a r e not i n l i ne wi t h t he pr i nci pal obj ect i ves of Ti t l e I . Thos e f unds s houl d be
us ed sol el y t o pr ovi de a sui t abl e l i vi ng e nvi r onme nt f or l o w a n d mode r a t e i nc ome
peopl e.

Th e wa y t o sol ve t hi s pr obl em, howe ve r , i s not t o c ut of f f unds t o t hos e ci t i es
t hat a r e doi ng a c o mme n da bl e j ob, but r a t her t o i nsi st t hr ough bet t er def i ned
gui del i nes a n d di l i gent admi ni s t r at i ve over s i ght t ha t c ommuni t i e s us e t he
mo n e y t hey a r e al l ocat ed f or t he pur pos es i nt ended by t he Act .

Th e Admi ni s t r a t i on ha s al r eady r ecogni zed t he ne ed t o i ns ur e st abi l i t y of
f undi ng t hr ough t he me c ha n i s m of a dua l f or mul a . Le t us t hen i mpl e me nt a
"t r i pl e f or mul a , " wh e r t he t hi r d opt i on avai l abl e t o ci t i es woul d be t he cont i nua-
t i on of t he hol d- har ml es s gr ant .

Fi nal l y, Mr . Cha i r ma n, I woul d l i ke t o br i ng t o t he at t ent i on of t he me mb e r s
of t he Subc ommi t t e e a ver y i mme di a t e pr obl em i n t he admi ni s t r at i on of t he bl ock
gr ant pr ogr a m. On e of t he ci t i es i n my di s t r i c t —Whi t e Pl ai ns , Ne w Yo r k —h a s
been not i f i ed t ha t t he 1973 Ce ns us es t i mat es i ndi cat e t ha t t he ci t y' s popul at i on ha s
f al l en j us t be l ow 50, 000. As a r esul t , H U D ha s cancel l ed i t s s t at us a s a met r opol i -
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t an ci t y, i ndi cat i ng t ha t i t woul d n o l onger be el i gi bl e f or ent i t l ement gr ant s . I
bel i eve t ha t t he s a me s i t uat i on exi s t s i n Covi ngt on, Ke nt uc ky.

Th e ef f ect of t hi s deci s i on cl ear l y cont r adi ct s t he i nt ent of t he Admi ni s t r at i on' s
mos t r ecent Co mmu n i t y De ve l opme nt pol i cy s t at ement s . Mr s . Ha r r i s decl ar ed i n
her t es t i mony bef or e t hi s Subc ommi t t e e t ha t t he Feder a l gove r nme nt i s c ommi t -
t ed t o f i ght i ng t he decl i ne of " ne i ghbor hoods —t he t r adi t i onal bui l di ng bl ocks of
a gr eat ci t y. " Th e i ncl us i on of " gr owt h l ag" a s a f act or i n t he ent i t l ement f or -
mu l a exempl i f i es t he Fede r a l c o mmi t me n t t o t hi s goal . Fo r t he Admi ni s t r a t i on
n o w t o s us pend ent i t l ement s t at us t o t hos e ci t i es whe r e t he popul at i on i s f al l i ng
be l ow 50, 000 woul d cl ear l y cont r adi ct i t s i ni t i at i ve agai ns t ur ba n decl i ne a n d t he
cr i t i cal necess i t y f or st abi l i t y i n ur ba n de ve l opme nt pr ogr a ms .

Fur t he r mor e , a cl ose s cr ut i ny of t he caus es f or t he decl i ne i n popul at i on woul d
i ndi cat e t ha t a s us pens i on of f undi ng t o ci t i es l i ke Wh i t e Pl ai ns woul d penal i ze
t h e m f or ha vi ng unde r t ake n s ubs t ant i al ur ba n r ede ve l opment pr ogr ams . I n t he
cour s e of c o mmun i t y deve l opme nt a n d cat egor i cal pr ogr a ms of r ecent ye a r s —
i nvol vi ng ur ba n r enewal , r ehabi l i t at i on a nd hi ghwa y c ons t r uc t i on—s ome di s-
l ocat i on ha s t aken pl ace, e nough t o dr i ve t he popul at i on be l ow 50, 000. Wh e n n e w
a nd r ehabi l i t at ed hous i ng i s compl e t ed, addi t i onal per s ons wi l l mi gr a t e ba c k i nt o
t he i nner ci t y.

Congr es s s houl d ma k e one of t wo a dj us t me nt s i n t he s t at ut e t o cor r ect t hi s
s i t uat i on. Fi r s t of al l , l egi sl at i on s houl d be enact ed t o i ns ur e t hat a n y ci t y whi c h
qual i f i ed a s a met r opol i t an ci t y i n 1974, wh e n t he pr ogr a m wa s i ni t i at ed, s houl d
r e ma i n a met r opol i t an ci t y f or t he l i f e of t he pr ogr a m. Thi s i s t he a ppr oa c h
t ha t I us ed i n my o wn bi l l .

Al t er nat i vel y, a t a mi n i mu m t he s t at ut e s houl d be al t er ed t o s t i pul at e t ha t t he
es t i mat e of a ci t y' s popul at i on woul d i ncl ude t he popul at i on whi c h i s es t i mat ed
t o r es i de i n hous i ng uni t s compl et ed, unde r cons t r uct i on or pl anne d i n con-
j unct i on wi t h t he ur ba n r e ne wa l a n d c o mmu ni t y de ve l opment pr ogr ams .

I ur ge t he Subc ommi t t e e t o i ncl ude a me n d me n t s a l ong t hese l i nes wh e n t he
f i nal l egi s l at i on i s ma r ke d up.

Mr . Cha i r ma n, dur i ng t he f i r st t hr ee year s of t he Co mmu n i t y De ve l opme nt
pr ogr a m, we ha ve ma d e s o me pr ogr es s i n at t acki ng t he pr obl e ms of ur ba n ar eas .
Ho we ve r , i f t he Fe de r a l gove r nme nt i s i nt ent on act ual l y pr ovi di ng " decent hous -
i ng a nd a sui t abl e l i vi ng e nvi r onme nt " f or al l Amer i c a ns , t hen mu c h r e ma i ns t o
be done .

Th e c ha nge s t ha t ha ve be en pr opos ed by t he Admi ni s t r at i on a r e a n i mpr es s i ve
s t ep t owa r d pr ovi di ng t he as s i s t ance t ha t decl i ni ng ci t i es s o ur gent l y need. Bu t
l et us not i gnor e t he s mal l er ur ba n a r eas i n t he count r y. Th e poor a nd i l l- hous ed
I n t hes e ci t i es a r e j us t a s poor a n d j us t a s i l l- hous ed a s t hos e wh o l i ve i n Ne w
Yor k or Det r oi t or Ne wa r k . An d t he Fe der a l gove r nme nt ha s no l ess a c om-
mi t me nt t o s er ve t he m.

STATEMENT OF HON. J AMES L. OBERSTAR, A REPRESEN' TI VE I N CONGRESS F ROM THE
STATE OF MI NNESOTA REGARDI NG REAUTHORI ZATI ON OF THE COMMUNI TY DEVEL-
OPMENT BLOCK GRANT PROGRAM

Mr . Cha i r ma n, a n d di s t i ngui shed me mb e r s of t he Subc ommi t t e e , t ha nk you
f or t hi s oppor t uni t y t o s ha r e wi t h you s o me pr opos al s f or r evi s i on a n d ext ens i on
of t he Co mmu n i t y De ve l opme nt Bl oc k Gr a nt Pr ogr a m.

Th e Co mmu n i t y De ve l opme nt pr ogr a m ha s ma d e a ma j or cont r i but i on t o i m-
pr ovi ng t he qual i t y of l i fe i n ma n y Ame r i c a n ci t i es a n d t owns . Nonet hel es s ,
HUD' s t r ack r ecor d s houl d be car ef ul l y e xa mi ne d, a s your c ommi t t e e i s doi ng, t o
hel p Congr es s eval ua t e t he s t r engt hs a n d we akne s s es of t he l egi sl at i on, a nd gui de
US i n devel opi ng a mo r e ef f ect i ve pr ogr a m.

Fol l owi ng i s a l i st of s o me of t he ke y a r eas of concer n I woul d l i ke t o s ee
addr es s ed by Congr es s :

( 1 ) Over - al l f undi ng s houl d be i ncr eased.
( 2 ) Th e n on- met r o s har e s houl d be i ncr eas ed t o mo r e adequat e l y ref l ect t he r el a-

t i ve ne eds of r ur al ar eas . GAO f i gur es i ndi cat e t hat a 65/ 35 per cent spl i t woul d
be f a r mo r e equi t abl e t ha n t he pr es ent 80/ 20 per cent spl i t . No n- met r o a r e as ha ve
been badl y s hor t - changed unde r t he cur r ent f or mul a , whi c h t hey deepl y r esent .
I s t r ongl y s uppor t a 65/ 35 per cent f or mul a . Whi l e t hi s f i gur e woul d appl y t o
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t ot al nat i onal f undi ng, i t woul d l i kewi s e be mo r e equi t abl e t o al l ocat e f unds wi t h-
i n s t at es on t he bas i s of t he ur ban/ r ur a l bal ance i n e ac h St at e.

( 3 ) Th e Admi ni s t r at i on' s pr opos ed Ur b a n De ve l opme nt Act i on Gr a nt s pr o-
g r a m s houl d be a ppr oved, but speci f i c pr ovi s i ons s houl d be i ncl uded t o guar a nt ee
s ma l l t o wns acces s t o t hes e f unds .

( 4 ) Pr ovi s i ons a r e nee de d t o pe r mi t c ommuni t i e s wi t h ext ens i ve ne eds t o fi l e
appl i cat i ons f or a mul t i - year de ve l opme nt pr ogr a m, whi l e cont i nui ng t he pr es ent
s ys t em of a nnua l appl i cat i ons f or c ommuni t i e s wi t h l i mi t ed needs .

( 5 ) A des i gnat ed per cent age of t he f unds s houl d be s et - asi de f or Nat i ve
Ame r i c a n r eser vat i ons a n d c ommuni t i e s on a nat i onal basi s , s o t hey d o not c om-
pet e wi t h ot her c ommuni t i e s wi t hi n e ac h St at e.

( 6 ) Appl i cat i on f or ms a nd pr ocedur es f or s mal l t owns s houl d be s i mpl i f i ed a nd
s hor t ened.

( 7 ) St at es s houl d ha ve a r ol e i n t he admi ni s t r at i on of t he pr ogr a m. Si nce
St at es va r y i n t hei r i nt er nal s t r uct ur es a n d del i ver y me c ha ni s ms , H U D coul d
ent er i nt o cooper at i ve wor ki ng a gr e me nt s wi t h i ndi vi dual St at es , cover i ng, f or
e xampl e , par t i ci pat i on i n t he det er mi nat i on of r anki ng pr ocedur es .

( 8 ) Sect i on 811 s houl d be f unde d s o t ha t St at es c a n pr ovi de t echni cal as-
s i s t ance t o s mal l c ommuni t i e s whi c h d o not ha ve t he r es our ces or k n o w- h o w
t o appl y f or ass i s t ance.

( 9 ) Sma l l c ommuni t i e s s houl d be a l l owed t o us e C D f unds f or hous i ng r ehabi l i -
t at i on a n d soci al s er vi ces wi t hout r ef er ence t o ot her C D act i vi t i es.

Aga i n, t ha nk you, Mr . Cha i r ma n, f or per mi t t i ng me t o expr es s my vi ews . I
appr eci at e t he t i me a n d ener gy you a n d t he ot her me mb e r s of t he s ubcommi t t e e
ha ve devot ed t o t hi s l egi s l at i on a n d k n o w t ha t c ommuni t i e s al l over t he Uni t ed
St at es wi l l benef i t f r o m your ef f or t s.

STATEMENT BY HON. E ( KI KA) DE LA GARZA, A REPRESENTATI VE I N
CONGRESS FROM THE STATE OF TEXAS

Mr . Cha i r ma n, I r espect f ul l y ur ge a ppr ova l by your Commi t t e e of my bi l l ,
H. R. 319, t o pr ovi de t hat cer t ai n pl aces wi t hi n s t andar d met r opol i t an st at i st i cal
a r eas be cons i der ed r ur al a r eas f or pur pos es of Ti t l e V of t ha t Act .

Th e pur pos e i s s i mpl y t o ma k e s ma l l ci t i es i ncl uded i n s t andar d met r opol i t an
st at i st i cal a r ea s el i gi bl e f or l oans unde r t he Rur a l Hous i ng Pr og r a m.

Th e Fa r me r s Ho me Admi ni s t r a t i on i s aut hor i zed unde r exi s t i ng l a w t o ma k e
l oans i n t own s wi t h popul at i on be t we en 10, 000 a n d 20, 000 onl y i f t hey a r e not
i ncl uded i n a s t andar d met r opol i t an st at i st i cal ar ea. I n addi t i on, a det er mi na-
t i on mu s t ha ve been ma d e by t he Secr et ar y of Agr i cul t ur e a nd t he Secr et ar y
of t he De pa r t me nt of Hous i ng a n d Ur b a n De ve l opme nt t hat a s er i ous l ack of
mor t ga ge cr edi t exi st s.

Th e l at t er pr ovi s i on woul d not be af f ect ed by H. R. 319. Onl y t he s t i pul at i on
r egar di ng s t a nda r d met r opol i t an st at i st i cal a r eas woul d be r e move d. I t i s not
equi t abl e or j us t t ha t s mal l ci t i es s houl d be penal i zed sol el y *because t he y a r e
l ocat ed i n s uc h a n a r ea wh e n t hey a r e not i n f ac t a par t of t he speci f i c S MS A.
The r e a r e s uc h t owns i n my Di st r i ct , a s I a m s ur e t her e a r e i n ot her Congr es -
s i onal Di st r i ct s , a n d I woul d l i ke t o s ee t hei r ci t i zens t r eat ed f ai r l y.

Th a n k you f or your cons i der at i on, Mr . Cha i r ma n.

STATEMENT BY HON. BENJ AMI N A. GI LMAN, A REPRESENTATI VE I N CONGRESS FROM
THE STATE OF NE W YORK, ON COMMUNI TY DEVELOPMENt

I appr eci at e t hi s oppor t uni t y t o t est i f y bef or e t hi s s ubc ommi t t e e on t he i m-
por t ant i s sue of Co mmu n i t y De ve l opme nt Funds . Thi s f undi ng i s of pr i me i m-
por t ance a n d i nt er est t o t he c ommuni t i e s i n my o wn 26t h Congr es s i onal Di s -
t r i ct , whi c h, l i ke mos t of t he ur ba n Nor t heas t , i s e nga ge d i n t he wa r agai ns t
ur ba n bl i ght .

Roc kl a nd Count y, i n my Di st r i ct , ha s been cl assi f i ed a n ur ba n count y, a nd ha s
ut i l i zed t he $817, 000 r ecei ved i n 1976 t o r ehabi l i t at e home s , r enovat e s eni or
ci t i zen cent er s , a n d r e move bar r i er s t o t he handi capped.
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Th e Vi l l age of Nya c k, i n Roc kl a nd Count y, ha s been ext r emel y har d- hi t by
ur ba n bl i ght . Loca t ed o n t he Hu d s o n Ri ve r i n t he t r anspor t at i on cor r i dor t en
mi l es nor t h of Ne w Yor k Ci t y, Ny a c k wa s af f ect ed wi t hi n t he pas t t we nt y year s
by a r api d gr owt h of s hoppi ng cent er s out s i de t he c o mmun i t y a n d a n i nf l ux of
i mmi gr a nt popul at i on i nt o t he d o wn t o wn r egi on. Howe v e r , t he l eader s of Ny-
ack, wi t h f ar - s i ght ed l eader shi p, ut i l i zi ng t wo year s of c ommu n i t y deve l opment
bl ock gr ant s , ha ve be gun t o r ebui l d a n d r enovat e t hei r d o wn t o wn ne i ghbor hoods .
Ny a c k r ecei ved over hal f a mi l l i on dol l ar s i n C D f unds over a t wo- year per i od.

My h o me t o wn of Mi ddl e t own, Ne w Yor k, a ci t y of over 20, 000, ha s bee n i m-
pact ed b y t he decl i ne s o c o mmo n t o s ma l l ci t i es i n t he nor t heas t . Des i r ous of
get t i ng a wa y f r o m na r r ow st r eet s a nd a l ack of par ki ng i n t he d o wn t o wn
sect i on, bus i nes s es ma d e a ma s s e xodus t o ne w, s paci ous s hoppi ng cent er s out s i de
t he ci t y l i mi t s, l eavi ng va ca nt bui l di ngs t o decay. Howe v e r , t he c o mmun i t y l ead-
er s s at d o wn a n d ma p p e d a posi t i ve pr ogr a m t o r edevel op t he s t r i cken ar eas .
Af t er r ecei vi ng t wo year s of Co mmu n i t y De ve l opme nt f unds , i ncl udi ng $431, 000
l as t year , Mi ddl e t own i s on i t s wa y t owa r d achei vi ng i t s d r e a m of a vi br ant
d own t o wn. Thr o ug h c ode enf or cement , r ehabi l i t at i on a n d r el at ed publ i c i mpr ove-
me n t pr ogr a ms , Mi ddl e t own i s begi nni ng t o rol l ba ck t he t i de of ur ba n decay.

Th e vi l l age of Spr i ng Val l ey, a r api dl y- gr owi ng s ubur ba n c ommuni t y , i s be-
i ng f a ced wi t h t he pr os pect of ne wl y- bui l t hous i ng de ve l opme nt s out s i de t he vi l -
l age at t r act i ng r es i dent s a n d bus i nes ses a wa y f r o m t he cor e. Spr i ng Val l ey
ha s us ed Co mmu n i t y De ve l opme nt bl ock gr ant s f or i mpr ove me nt s t o t he busi -
nes s di st r i ct , compl e t i on of t he cons t r uct i on of a ne i ghbor hood f aci l i t y, a pr o-
g r a m of demol i t i on of del api dat ed s t r uct ur es , code enf or cement , t o ke e p i t s
s hr i nki ng t ax bas e wi t hi n t he l i mi t s of t he Vi l l age.

Th e Ci t y of Por t Jer vi s , l ocat ed a t t he t es t a t e bor der s of Ne w Yor k, Ne w
J er sey, a n d Penns yl vani a , wa s a t one t i me a ma j or t r ans por t at i on cent er . Th e
decl i ne of t he r ai l r oads s ever el y af f ect ed t he Por t J er vi s ar ea. Rehabi l i t ai t on a nd
expa ns i on of t he Seni or Ci t i zens Cent er , cons t r uct i on of a pa r k o n Chur c h St r eet ,
cons t r uct i on of a ci t y pl aygr ound, s t r eet r econs t r uct i on a n d i mpr ove me nt s , a nd
I mpl ement a t i on of a s t or m s e we r pl an we r e al l car r i ed out b y Por t Jer vi s ' ci t y
f at her s , wi t h t he ut i l i zat i on of c o mmun i t y de ve l opme nt f undi ng.

La s t Fr i day, your s ubc ommi t t e e hea r d t es t i mony by J a me s Tayl or , Ci t y Ma n -
ager of Ne wb ur g h , a n hi st or i c c o mmu ni t y i n t he Hu d s o n Ri ver Val l ey. Mr . Ta y -
l or t ol d you about Ne wbur gh ' s ambi t i ous c ommu n i t y deve l opment pr ogr a m.
whi c h ha s gi ven t op pr i or i t y t o t he upgr adi ng, on a ne i ghbor hood basi s , of t he
ci t y' s exi s t i ng hous i ng, a n d unde r t aki ng gr eat l y ne eded phys i cal i mpr ove me nt
t o t he ci t y' s st r eet s. As a n Ent i t l ement ci t y, Ne wb u r g h ha s r ecei ved $2. 11 mi l l i on
i n e ac h of t he pas t t wo year s .

I n s u mma r y , t he 26t h Congr es s i onal Di s t r i ct of t he St at e of Ne w Yo r k i s
pr oof posi t i ve t ha t Co mmu n i t y De ve l opme nt doe s wor k, a n d t ha t t hi s vi t al l y
ne e de d pr ogr a m i s essent i al t o t he s ur vi val of t he ur ba n c ommuni t i e s i n t he
Nor t heas t .

Howe v e r , I woul d l i ke t o ma k e s o me cons t r uct i ve c o mme n t s concer ni ng t he
cont i nuat i on of t hi s i mpor t a nt pr ogr a m.

I ha ve be en i nf or me d t ha t t he cur r ent f or mul a woul d pha s e out muni ci pal i -
t i es wi t h popul at i ons of l ess t ha t 50, 000 over t he ne xt t hr ee year s . Th a t coul d
i mpos e a s ever e r est r i ct i on upon our s mal l er communi t i e s .

Ne wb ur g h , f or e xa mpl e , wi l l r ecei ve a n addi t i onal $2. 11 mi l l i on i n t he upc om-
i ng f i scal year , but woul d be r e duced t o $1. 4 t he f ol l owi ng year , $750, 000 t he
year af t er t hat , a n d t her eaf t er ne ver be el i gi bl e f or f undi ng agai n.

I bel i eve t ha t i t i s essent i al t ha t t he cur r ent l evel of f undi ng f or Co mmu n i t y
De vl o pme nt " hol d- har ml es s " c ommuni t i e s be ext ended wi t hout r egar d t o popu-
l at i on f or a t l eas t a n addi t i onal t hr ee- year per i od.

Ou r s mal l er c ommuni t i e s s houl d not be penal i zed f or havi ng a popul at i on of
l ess t ha n 50, 000. Th e r ecent publ i c wo r ks ac t e xpe nde d mo s t of i t s f undi ng i n
t he l ar ge, met r opol i t an a r eas a t t he e xpe ns e of t he s mal l ur ba n communi t i e s .
I t woul d be a t r agi c mi s t a ke f or t he Co mmu n i t y De ve l opme nt pr ogr a m t o " put al l
i t s eggs i n one bas ket , " e xpe ndi ng i t s r es our ces i n t he met r opol i t an r egi ons
whi l e our s mal l e r ur ba n cent er s decay.

Ou r c ommuni t i e s a r e l ooki ng f or wa r d t o t he cont i nuat i on of t hi s vi t al c o m-
muni t y de ve l opme nt pr ogr a m, af f or di ng t h e m a c ha nc e t o r evi t al i ze.
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CONGRESS OF THE UNI TED STATES,
HOUSE OF REPRESENTATI VES,

Wa s hi ngt on, D. C. , Ma r c h 11, 1977.
Ho n . THOMAS L. ASHLEY,
Cha i r ma n, Subc ommi t t e e o n Hous i ng a n d Co mmu n i t y De ve l opme nt , Ho u s e Co m-

mi t t ee on Ba nki ng, Fi na nc e a n d Ur ba n Af f ai r s , Wa s hi ngt on, D. C.
DEAR Mn . CHAI RMAN: Thi s l et t er . a n d i t s a t t ac hment s r el at e t o cont i nuat i on

of t he Hous i ng a n d Co mmu n i t y De ve l opme nt Ac t of 1974. I woul d be s i ncer el y
appr eci at i ve i f my l et t er a n d t he a t t ac hment s c a n be i nc l uded i n t he offi ci al
r ecor d of t he Subcommi t t ee ' s hear i ngs o n t he Hous i ng Aut hor i zat i on Ac t f or
Fi s cal Ye a r 1978.

Th e a t t achme nt s a r e mat er i al s ma d e avai l abl e t o me by Mr . J ohn Ant hony,
Execut i ve Di r ect or , Re gi on VI Pl anni ng a n d De ve l opme nt Counci l , Fa i r mont ,
We s t Vi r gi ni a; a n d Mr . Te r r y Ta mbur i ni , Execut i ve Di r ect or , Mi d- Ohi o Val l ey
Regi ona l Counci l , Pa r ke r s bur g, We s t Vi r gi ni a. Bo t h of t hese pl anni ng agenci es
ha ve wor ke d ext r emel y cl osel y wi t h l ocal c ommuni t i e s a n d H U D on i mpl e me n-
t at i on of t he Co mmu n i t y De ve l opme nt Bl oc k Gr a nt ( CDBG) pr ogr a m o n a mul t i -
count y bas i s i n We s t Vi r gi ni a. Fo r t ha t r eas on, I cons i der t hes e t wo gent l emen' s
vi e ws t o be bas ed o n wor ki ng exper i ence a n d encour a ge you a n d t he Subc om-
mi t t ee st af f t o gi ve t hei r obs er vat i ons a nd r e c omme nda t i ons car ef ul cons i der a-
t i on. Mu c h of wh a t t he y s a y c a n n o doubt be ext r apol at ed t o ref l ect t he C DB G
si t uat i on i n ot her par t s of t he Nat i on.

I mi ght poi nt out t hat i n t he Fi r s t Di st r i ct of We s t Vi r gi ni a, we ha ve ex-
per i enced al l f our t ypes of C DB G f undi ng. We ha ve " hol d har ml e s s " gr ant ees ,
ent i t l ement communi t i es , Met r opol i t an Ar e a Di scr et i onar y Ba l a nc e r eci pi ent s
a n d No n- Met r opol i t an Ar e a Di s cr et i onar y Ba l a nc e communi t i es . Thus , we a r e i n-
t i mat el y f ami l i ar wi t h t he benef i t s a n d pr obl ems as soci at ed wi t h al l as pect s of
t he C DB G pr ogr a m.

Le t me s ay, t oo, t ha t t he C DB G pr ogr a m ha s ha d a benef i ci al i mpa c t on We s t
Vi r gi ni a a n d ma n y of i t s communi t i es . As Mr . Ant hon y expl ai ns i n hi s l et t er ,
t he Pi t t s bur gh Ar e a Of f i ce of HUD, whi c h ser vi ces We s t Vi r gi ni a, ha s s t at ed
t ha t 7 4 pr oj ect s we r e f unde d i n t he St at e dur i ng t he f i r st t wo year s of t he ' CDBG
pr ogr a m as c ompa r e d wi t h 11 pr oj ect s acr os s t he s t at e dur i ng t he 25- year hi s t or y
of t he ol d Ur b a n Re n e wa l Pr o gr a m. Thus , i t i s f ai r t o s a y t ha t t he ODGB'
pr ogr a m i s r eachi ng mo r e a r eas a n d pr oduc i ng badl y ne e de d c ommu n i t y i m-
pr ove me nt s t ha t coul d not be r eal i zed unde r t he H U D pr ogr a m as i t wa s or ga-
ni zed pr i or t o pas s age of t he Hous i ng a n d Co mmu n i t y De ve l opme nt Ac t of 1974.

Howe v e r , t her e ar e var i ous as pect s of t he C DB G pr ogr a m t ha t c aus e me s o me
concer n, i nc l udi ng:

( 1 ) Di s c r i mi na t or y Admi ni s t r a t i ve Regul a t i ons . —Ent i t l ement a n d hol d- har m-
l ess c ommuni t i e s ha ve gr ea t l at i t ude i n de t e r mi ni ng h o w t o s pe nd C DB G f unds .
At l ocal di scr et i on, a c ommuni t y' s al l ocat i on c a n be us ed f or a var i et y of cap-
i t al i mpr ove me nt pr ogr a m or s er vi ce act i vi t i es. Thi s , t hen, i s t r ul y a " bl ock
gr a nt " pr ogr a m wi t h wi de l at i t ude f or c ommu n i t y l eader s t o est abl i sh pr i or i t i es.
Regr et t abl y, howe ve r , t he C DB G pr ogr a m f or Met r opol i t an a n d No n- Met r opol i -
t a n Ar e a Di s cr et i onar y appl i cant s doe s not of f er s i mi l ar l ocal opt i on. I n f act ,
HUD, t hr ough pr ogr a m gui del i nes a n d r egul at i ons , ha s pr act i cal l y t ur ne d t hi s
pa r t of t he C DB G p r oga m i nt o a cat egor i cal gr ant . H U D t el l s t he c ommuni t i e s
wh a t t hey c a n appl y f or a n d l ocal pr i or i t i es or ne eds a r e i gnor ed unl es s t he y
ha ppe n t o coi nci de wi t h t he pr i or i t i es es t abl i shed by HUD. Thi s i s a s er i ous
f r us t r at i on f or l ocal c o mmun i t y l eader s , a nd i t i s my hope t ha t t he s ubc ommi t t e e
wi l l t a ke a cl ose l ook a t t hi s pr obl em. S o me me t hod s houl d be devel oped t o con-
si der l ocal pr i or i t i es a n d ne e ds wh e n r evi ewi ng Met r opol i t an a n d No n- Met r o-
pol i t an Di s cr et i onar y appl i cat i ons . Unl es s t ha t ha ppens , we wi l l cont i nue t o s ee
s ha r p cont r as t s i n act i vi t i es benef i t i ng f r o m C DB G f u n ds —s o me t i me s wi t hi n.
t he s a me count y. Fo r e xa mpl e , a n ent i t l ement c o mmu ni t y c a n us e C DB G al l oca-
t i ons t o bui l d a f i re s t at i on, but a No n- Met r opol i t an Di s cr et i onar y appl i cant can-
not .

( 2 ) I nst abi l i t y of Pr o g r a m Regul a t i ons a n d Gui de l i nes . —Thi s pr obl e m par -
t i cul ar l y af f ect s No n - Met r opol i t an a n d Met r opol i t an Ar e a Di scr et i onar y appl i -
cant s . Dur i ng t he f i r st t hr ee year s o f t he C DB G p r ogr a m i n We s t Vi r gi ni a, ap-



2538

pl i cant s i n t hes e cat egor i es ha ve been f aced wi t h vas t l y al t er ed pr ogr a m gui de-
l i nes a n d r egul at i ons ea c h year . Th e f i r st year H U D ma nda t e d a n e mpha s i s
on pr oj ect s t o r educe t hr eat s t o publ i c heal t h a n d saf et y. Bu t i n t he s econd year ,
t he e mpha s i s wa s s wi t ched t o s e we r a n d wa t e r pr oj ect s .

I n Fi s cal Ye a r 1976, t he H U D- ma nda t e d e mpha s i s wa s c ha nge d aga i n a n d
pr i or i t y wa s gi ven t o appl i cat i ons deal i ng di r ect l y wi t h hous i ng pr opos al s . Thi s
ha s nat ur al l y t hr own pot ent i al appl i cant s i nt o a n a nnua l t i zzy. Ho w c a n a c om-
muni t y expec t t o " pl ay t he g a me " i f t he r ul es ke e p c hangi ng cons t ant l y? I f we
ar e goi ng t o ha ve H U D- ma nda t e d pr i or i t i es f or No n- Met r opol i t an a n d Met r o-
pol i t an Ar e a appl i cant ' s ( a n d I ha ve a l r eady di scus sed t he i nequi t i es of t ha t
appr oac h above ) , t he ve r y l east we c a n do i s as s ur e t ha t t her e i s s o me con-
s i s t ency i n t he gui del i nes a n d r egul at i ons gover ni ng t hi s por t i on of t he CDB G
pr ogr a m.

( 3 ) Ne e d f or Ent i t l ement s t o Me d i u m- Si zed To wn s . —Mr . Ant h ony di scus ses
t hi s subj ect ve r y wel l i n hi s l et t er ( s ee a t t ac hme nt No. 1) . Me di um- s i ze d t owns
t ha t l i e out s i de SMSA' s s har e ma n y pr obl e ms wi t h s i mi l ar si ze t own s t ha t ha p-
pe n t o f al l wi t hi n a n S MS A. Ho we v e r , t hey a r e not as s ur ed of a r el i abl e s our ce of
C DB G f undi ng. Th e y h a v e t o c ompe t e wi t h al l ot her No n- Met r opol i t an Di scr e-
t i onar y ar eas , r egar dl es s of si ze, a n d ha ve n o guar a nt ee t he y wi l l be f unde d f r o m
one year t o t he next . As a n e xa mpl e , whi l e Wei r t on, We s t Vi r gi ni a, ( popul at i on
27, 131 a n d t he ent i t l ement c o mmu n i t y i n t he We s t Vi r gi ni a por t i on of t he
St eubenvi l l e, Ohi o/ We i r t on, We s t Vi r gi ni a, S MS A) i s gua r ant eed t hr ough en-
t i t l ement mo r e t ha n $200, 000 annual l y, Cl ar ks bur g, We s t Vi r gi ni a, ( popul at i on
24, 814) ha s n o as s ur ed s our ce of C DB G f undi ng. Yet , Cl a r ks bur g, t he ur ba n
cent er of a count y wi t h 73, 028 per sons , f aces t he s a me pr obl ems a s We i r t on, t he
ur ba n cent er of a count y wi t h 39, 749 t ha t j us t ha ppe ns t o f al l wi t hi n a n S MS A.
Ent i t l ement s f or c ommuni t i e s s uch a s Cl a r ks bur g t ha t ha ppe n t o f al l i n No n-
Met r opol i t an a r e as i s s omet hi ng I e ncour age t he Subc ommi t t e e t o gi ve s er i ous
cons i der at i on.

( 4 ) Met r opol i t an Ar e a Di s cr et i onar y Ba l a n c e . —A ma j or pr obl em wi t h t he
CDB G pr ogr a m i n i t s f i r st year of oper at i on ha s been t he woef ul l ack of f undi ng
avai l abl e t o Met r opol i t an Ar e a Di s cr et i onar y Ba l a nc e communi t i es . I r eal i ze
t hi s s i t uat i on evol ved wh e n a n unexpec t edl y l ar ge n u mb e r of so- cal l ed " ur ba n
count i es " qual i f i ed f or pr i or i t y f undi ng. Yet , t hi s i s of l i t t l e sol ace t o t hos e c om-
muni t i es t ha t ha ve suf f er ed f r o m unde r - f undi ng a s a r esul t . As a n e xa mpl e of
t he har ds hi ps , l et me aga i n ci t e t he We s t Vi r gi ni a por t i on of t he St eubenvi l l e/
We i r t on S MS A. Thi s por t i on of t he t wo- st at e S MS A cont ai ns t wo count i es wi t h
a c ombi ne d popul at i on of 69, 434. Th e cent r al ci t y ( We i r t o n) ha s a popul at i on of
27, 131, or 3 9 per cent of t he t ot al . Yet , We i r t on unde r t he ent i t l ement pr ogr a m
i n Fi s cal Ye a r 1975 got t wi ce a s mu c h C DB G mo n e y a s wa s avai l abl e t o t he
ot her l ocal gove r nment a l j ur i sdi ct i ons r espons i bl e f or pr ovi di ng ser vi ces t o 6 1
per cent of t he popul at i on of t he ar ea. The s e f i gur es i l l ust r at e wh y l ocal el ect ed
l eader s i n Met r opol i t an Ar e a Di s cr et i onar y Ba l a nc e c ommuni t i e s f eel chea t ed
b y t he C DB G pr ogr a m. As s ur i ng ade qua t e f undi ng i n t hi s por t i on of t he C DB G
pr ogr a m s houl d be hi gh pr i or i t y i n t he ext ens i on l egi sl at i on.

( 5 ) Ur ba n- Rur a l Di s t r i but i on of Fu n d s . —Mr . Ant hon y di scus ses t he exi s t i ng
80- 20 spl i t i n di s t r i but i on of f unds ext ens i vel y i n hi s l et t er a n d i n hi s at t ach-
me nt s ( No . 2 a n d No. 4) . As t he GAO s t at es : " I f t he Congr e s s i nt ended- t o di s-
t r i but e Co mmu n i t y De ve l opme nt Bl oc k Gr a nt f unds on t he bas i s of needs , as
evi denced b y t he var i abl es us ed i n t he Co mmu n i t y De ve l opme nt Bl oc k Gr a n t
f or mul a , t he n t he Congr es s s houl d c ha nge t he s t at ut or y 80/ 20 per cent f undi ng
al l ocat i on. . . . " GAO r e c o mme n ds a 66/ 34 spl i t . I woul d e ncour a ge t he Su bc om-
mi t t ee t o gi ve t he GAO r e c ommenda t i on, whi c h i s s t r ongl y endor s ed by Mr .
Ant hony, ver y s er i ous cons i der at i on. Ou r r ur al ar eas ha ve ma n y ur gent nee ds
whi c h coul d be bet t er s er ved by a mo r e ge ner ous al l ocat i on of CDB G f unds .

Mr . Cha i r ma n, I appr eci at e t he oppor t uni t y t o c o mme n t on t he C DB G pr ogr a m
a n d wi l l be gr at ef ul f or your cons i der at i on of my vi e ws a nd t hos e of my con-
st i t uent s a s t he Subc ommi t t e e del i ber at es ext ens i on of t he Hous i ng a n d Co m-
muni t y De ve l opme nt Ac t of 1974.

Wi t h ver y wa r m per s onal r egar ds , I r e ma i n
Si ncer el y,

ROBERT H. MOLLOTI AN.
Me mb e r of Congr es R.
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[ At t achment No. 1]
THE REGI ON VI

PLANNI NG AND DEVELOPMENT COUNCI L,
Fa i r mont , W. Va. , Fe br ua r y 9, 1977.

Congr e s s ma n ROBERT H. MOLLOHAN,
Ca n n o n Ho u s e Of f i ce Bui l di ng,
Wa s hi ngt on, D. C.

DEAR CONGRESSMAN MOLLOHAN : As you a r e a wa r e , Congr es s wi l l be hol di ng
over s i ght hear i ngs , t hi s Spr i ng, on t he H U D Co mmu n i t y De ve l opme nt Act . Th e
pur pos e of t hese hear i ngs wi l l be t o de t e r mi ne i f a n y l egi s l at i ve c ha nge s ne e d
t o be ma d e t o i mpr ove t he i mpa c t of t hi s l egi sl at i on.

Le t me , a t t he out set , c o mme n d you f or your pas t act i vi t i es r el at ed t o t hi s
l egi sl at i on. I t i s, gener al l y s peaki ng, a f i ne pi ece of l egi s l at i on whi c h ha s ha d
cons i der abl e i mpa c t i n ma n y of our We s t Vi r gi ni a t o wn s a n d count i es . Pa r e n-
t het i cal l y, I woul d ment i on t ha t t he H U D Pi t t s bur gh offi ce i s al so pl eas ed wi t h
t he i mpa c t of t hi s l egi sl at i on i n We s t Vi r gi ni a. Mr . Ly n n Dani e l s of H U D Pi t t s-
bur gh ha s i nf or me d me t ha t he ha s 74 act i ve Co mmu n i t y De ve l opme nt pr oj ect s
i n We s t Vi r gi ni a af t er t wo year s of t he pr es ent act whi l e H U D ha d onl y 1 1
pr oj ect s i n We s t Vi r gi ni a dur i ng t he 25 year s l i fe of t he Ol d Ur b a n Re n e wa l
Pr ogr a m. Mr . Dani e l s al so i s pl eased wi t h t he "vi s i bi l i t y" of t he We s t Vi r gi ni a
pr oj ect s a s c ompa r e d, f or e xa mpl e , t o t he wa y t ha t ma n y of our l ar ger ci t i es,
s uch a s Pi t t s bur gh, ha ve s pent t hei r f unds . I s houl d not e t ha t Mr . Dani e l s i s a
ver y c ompet e nt oper at i ve a nd i s ve r y mu c h " o n our s i de. "

The r e a r e s ever al t hi ngs whi c h s houl d be c ha nge d i n a n y a me n d e d l egi sl at i on.
Pl eas e not e t hat my c o mme n t s a r e a l mos t t ot al l y r el at ed t o t he " di s cr et i onar y"
f und becaus e of our 6 count i es a n d 3 8 t owns , onl y Gr a f t on i s el i gi bl e f or OD
f undi ng ot her t ha n di scr et i onar y.

Th e f i r st pr obl e m t ha t we f ace i s t he Congr es s i ona l ma nda t e d 80/ 20 spl i t
be t wee n met r opol i t an a n d non- met r opol i t an ar eas . I cal l your at t ent i on t o a
r epor t pr epar ed by t he Ge ne r a l Account i ng Of f i ce ( s ee At t a c hme nt No. 2) , i n
whi c h GAO cl ear l y poi nt s out t hat , us i ng HUD' s o wn cr i t er i a on pover t y a n d
over c r owdi ng, t he f undi ng spl i t s houl d be 66/ 34 r a t her t ha n 80/ 20. I f possi bl e
t hi s l egi sl at i on ma n da t e d r at i o s houl d be changed.

Second, Re gi on VI ( a n d I bel i eve ma n y ot her a r eas i n t hi s Na t i on) ha ve t oo
ma n y c ommuni t i e s el i gi bl e f or C D f or you, a n d f or us , t o be abl e t o s ecur e
f undi ng f or t h e m o n a r egul ar basi s . I n shor t , t hr ee t i me s a s ma n y c ommuni t i e s
ar e ma d e a ngr y e a ch year as a r e ma d e ha p py wh e n C D gr ant s a r e a wa r de d.
On e wa y t o sol ve t hi s t ype of pr obl e m i s t o r est r i ct t he n u mb e r of communi t i e _
a n d count i es t ha t a r e el i gi bl e f or H U D C D f unds by pl aci ng a l owe r l i mi t of
el i gi bi l i t y on H U D C D at 5, 000 pl us popul at i on. Thi s woul d r educe t he el i gi bl e
uni t s i n Re gi on VI t o 1 1 ( s i x count i es a n d f i ve t owns ) .

Th e cor ol l ar y of t hi s i s, t o adequat e l y f und t he Ru r a l De ve l opme nt Act . Wi t h
a bot t om popul at i on l i mi t of 5, 000 on H U D CD, t he r e ma i nde r of our t owns
coul d s eek f undi ng f r o m t he Rur a l De ve l opme nt Act . Pl eas e not e t ha t mo s t of
t he moni e s cur r ent l y avai l abl e f r om t he Rur a l De ve l opme nt Ac t a r e l oans . I n
al l f ai r nes s , wh y s houl d r ur al Ame r i c a ha ve onl y l oans avai l abl e t o i t , whi l e
ur ban Ame r i c a ha s acces s t o 100 per cent gr ant s . Pl eas e d o not cons t r ue my
r het or i cal ques t i ons a s a n y cr i t i ci sm of you a n d your pas t ef f or t s t o he l p t he
peopl e of We s t Vi r gi ni a. Th e vas t n u mb e r of We s t Vi r gi ni ans , mys e l f i ncl uded,
ha ve a de e p r espect f or t he r ol e you ha ve pl ayed i n hel pi ng us . We al so k n o w
t hat you wi l l cont i nue t o hel p us i n t he f ut ur e.

Thi r d, cur r ent l egi sl at i on pr ovi des C D f unds t o ent i t l ement c ommuni t i e s f or
t he aski ng, whi l e di s cr et i onar y c ommuni t i e s a r e r equi r ed t o c ompe t e f or f undi ng
on a n a nnua l basi s . Pl eas e r eal i ze t ha t t he ma gni t ude of t hi s compet i t i on caus es
exhaus t i on t o t he r egi onal " Go v e r n me n t As s i s t ance" t ea ms . I s a y t hi s not i n
compl ai nt . I c a n as s ur e you t ha t we wi l l cont i nue t o put out t he r equi r ed ef f or t t o
s ecur e C D f unds r egar dl es s of t he per s onal cost . Bu t pl ease unde r s t and t ha t our
r egi onal gove r nment a l as s i s t ance t e a ms a r e a val uabl e r es our ce t o you, i n t ha t
t hey pr ovi de t he me c ha ni s m t o al l ow you t o pour C D f un ds i nt o t hi s St at e a n d
be as s ur ed t ha t i t wi l l be us ed pr oper l y. To cont i nue t o phys i cal l y a n d ment a l l y
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e xha us t t h e m i n a unf ai r compet i t i on i s not i n your bes t i nt er es t nor i n our s , nor
i n t ha t of t he peopl e of We s t Vi r gi ni a. I t hi nk t ha t s o me cl ause s houl d be pl aced
i n t he l egi sl at i on t ha t wi l l pe r mi t a t own or count y t o be pl aced i n t he ent i t l ement
ca t egor y af t er , s ay, t hr ee year s of f i ni shi ng t hei r di s cr et i onar y f unds i n a t i mel y
wa y . Pl eas e not e At t a c hme nt No. 2 f r o m H U D whi c h i dent i f i es t he nee d t o ha ve
r ur al a r eas s ecur e C D f undi ng on a n ent i t l ement basi s.

Four t h, we i n Re gi on VI woul d l i ke t o s ee our ma j o r ci t i es a nd t owns f unde d
on a n a nnua l basi s . Ci t i es s uc h a s Br i dgepor t , Cl a r s kbur g, Fa i r mont , Gr af t on
a n d We s t ove r a r e bes t equi pped admi ni s t r at i vel y t o s pe nd C D f unds wi sel y.
Thi s woul d not r equi r e a n y l egi sl at i ve change . Yo u r s uppor t i n t hi s pos i t i on wi t h
H U D Phi l adel phi a a n d H U D Pi t t s bur gh woul d hel p t h e m t o f oc us on t hi s par t i cu-
l ar need.

I n my capaci t y a s s t af f advi s or t o t he No n- Met r opol i t an De ve l opme nt Pol i cy
Commi t t e e of t he Nat i ona l As soci at i on of Regi ona l Counci l s , I wi l l advoca t e t he
pos i t i on descr i bed above . I ' m hopef ul t ha t mys e l f a n d ot her s c a n get NAR C t o
s uppor t t hi s pos i t i on i n t he over s i ght hear i ngs . My pr opos a l t o t hi s c ommi t t e e
i s i ncl uded a s At t a c hme nt No . 3.

I woul d be wi l l i ng, i f you d e e m i t desi r abl e, t o t est i f y bef or e t he appr opr i at e
s ub- commi t t ee r el at ed t o t he i s sues descr i bed above .

I n a n y case, I hope you wi l l hel p Re gi on VI a n d ot her par t s of r ur al a n d s ma l l
t o wn Ame r i c a i n sol vi ng t hi s pr obl em. Th a n k you aga i n f or your ma n y i ns t ances
of a i d i n t he pas t .

Si ncer el y,
J OHN D. ANTHONY,

Execut i ve Di r ect or , Re gi on VI .

[ At t a c hme nt No. 2 ]

EXCERPT FROM REPORT BY THE COMPTROLLER GENERAL OF THE UNI TED STATES: WH Y
THE FORMULA FOR ALLOCATI NG COMMUNI TY DEVELOPMENT BLOCK GRANT FUNDS
SHOULD BE I MPROVED

De pa r t me nt of Hous i ng a n d Ur b a n De ve l opme nt

Th e f or mul a us e d by t he De pa r t me nt of Hous i ng a n d Ur b a n De ve l opme nt t o
di s t r i but e Co mmu n i t y De ve l opme nt Bl oc k Gr a nt s r esul t s i n i nequi t i es i n t he
al l ocat i on of f unds t o c ommuni t i es . Th a t f or mul a s houl d be i mpr ove d by adj us t -
i ng f or r egi onal cos t - of- l i vi ng di f f er ences a nd by ha vi ng al l e l ement s of t he f or m-
ul a r ef er abl e t o t he s a me dat e.

Thi s r epor t al so di s cusses t he al l ocat i on of Co mmu n i t y De ve l opme nt Bl oc k
Gr a n t f unds be t we en met r opol i t an a n d nonmet r opol i t an ar eas a n d t he ef f ect s
of count i ng pover t y t wi ce i n t he f or mul a .

CHAPTER 4 : POSSI BLE I MPROVEMENTS TO THE 80/ 20 PERCENT ALLOCATI ON AND
DOUBLE- WEI GHTI NG POVERTY

Accor di ng t o t he De pa r t me nt of Hous i ng a n d Ur b a n Deve l opme nt , t he Co m-
muni t y De ve l opme nt Bl ock Gr a n t f or mul a al l ocat es f unds on t he bas i s of needs
accor di ng t o a r eci pi ent ' s a mo u n t of popul at i on, pover t y, a n d ove r c r owde d hous -
i ng. Ho we v e r , t he Hous i ng a n d Co mmu n i t y De ve l opme nt Ac t of 1974 pr ovi ded
t hat , ( 1 ) 8 0 per cent of t he a mo u n t of f unds be di s t r i but ed t o s t andar d met r opol i -
t an st at i st i cal a r eas a n d 2 0 per cent t o non- s t andar d met r opol i t an st at i st i cal a r eas
a n d ( 2 ) pover t y be gi ven doubl e we i ght i n t he C DB G f or mul a . Th e 80/ 20 per cent
al l ocat i on of f unds be t we e n SMSA' s a n d n on- SMSA' s i s not cons i s t ent wi t h t he
ext ent of popul at i on, pover t y, a n d ove r c r owde d hous i ng whi c h exi s t i n SMSA' s
ver s us non- SMSA' s .

I n addi t i on, our anal ys i s of t he f or mul a r eveal ed t ha t ma n y ci t i es wi t h l ar ge
l evel s of pover t y r ecei ved l ess t ha n t hey woul d ha ve r ecei ved i f pover t y h a d
been wei ght ed onl y once i ns t ead of t wi ce.

Th e 80/ 20 per cent a l l oca t i on. —The 80/ 20 per cent al l ocat i on of f unds be t wee n
SMSA' s a n d non- SMSA' s , a s pr ovi ded f or i n s ect i on 106 of t he act , f avor s
SMSA' s over n on- SMSA' s i n t he al l ocat i on of C DB G f unds . Th e de mogr a phi c
val ues us ed b y H U D f or t he f i scal year 1975 al l ocat i ons d o not ref l ect a n 80/ 20
per cent di vi s i on of popul at i on, pover t y, a n d over c r owde d hous i ng be t we e n
SMSA' s a n d no n- SMSA' s a s s h o wn i n t he f ol l owi ng t abl e.
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S A/ No n - S M S A per cent ages f or 3 var i abl es
S MS A :

A. Popul a t i on 7 3
B. Pover t y 6 0
C. Ove r c r owde d hous i ng 6 9
D. We i ght e d a ve r a ge ( A pl us 2 B pl us C di vi ded by 4 ) 6 6

Non- SNI S A :
A. Popul a t i on 2 7
B. Pove r t y 4 0
C. Ove r c r owde d hous i ng 3 1
D. We i ght e d a ver age ( A pl us 2 B pl us C di vi ded by 4 ) 3 4

Sour c e : Co mmu n i t y deve l opme nt bl ock gr a nt p r og r a m: 1s t Ann ua l Repor t , De pa r t me nt
of Hous i ng a n d Ur ba n Deve l opment , t abl e B. 1.

Th e t abl e s h o ws t ha t us i ng a ny of t he t hr ee var i abl es or combi na t i on of t he
var i abl es t o di vi de t he f unds be t we e n SMSA' s a n d no n- SMSA' s wi l l l owe r t he
a mo u n t of f unds goi ng t o SMSA' s , r el at i ve t o t he 8 0 per cent ma nd a t e d i n t he l a w.
Fo r i ns t ance, i f al l var i abl es we r e c ombi ne d a s i n t he f or mul a , SMSA' s woul d
r ecei ve 6 6 per cent of t he f unds or a r educt i on of 17. 5 per cent , whi l e n on - SMSA' s
woul d get 3 4 per cent of t he f unds or a n i ncr eas e of 7 0 per cent .

Conc l us i ons . —The 80/ 20 per cent al l ocat i on of C DB G f unds be t we e n SMSA' s
a n d no n- SMSA' s i s not cons i s t ent wi t h t he act ual di s t r i but i on of popul at i on,
pover t y, a n d ove r c r owde d hous i ng i n t hos e ar eas . I f t he f unds we r e di s t r i but ed
ba s ed upon t he act ual a mo u n t s of popul at i on, pover t y, a n d ove r c r owde d hous i ng
i n SMSA' s a n d non- SMSA' s , t he f unds woul d be di s t r i but ed be t we e n t he t wo a r eas
i n a 66/ 34 per cent spl i t , bas ed upon t he da t a us ed i n t he f i scal year 1975
al l ocat i ons.

Re c o mme nd a t i on s t o t he Congr e s s . —I f t he Congr e s s i nt ended t o di s t r i but e
Co mmu n i t y De ve l opme nt Bl ock Gr a nt f unds on t he bas i s of needs , a s evi denced
b y t he var i abl es us ed i n t he Co mmu n i t y De ve l opme nt Bl oc k Gr a nt f or mul a , t hen
t he Congr es s s houl d c ha nge t he s t at ut or y 80/ 20 per cent f undi ng al l ocat i on be-
t we e n s t andar d met r opol i t an st at i st i cal a r eas a n d non- s t andar d met r opol i t an
st at i st i cal ar eas a n d per mi t t he De pa r t me nt of Hous i ng a n d Ur b a n De ve l opme nt
t o al l ocat e f unds o n a bas i s whi c h a ppr oxi ma t e s t he act ual di f f er ences i n t he
de mogr a phi c val ues be t we e n t he s t andar d met r opol i t an st at i st i cal a r eas a n d non-
s t andar d met r opol i t an st at i st i cal ar eas .

I f t he Congr e s s wa nt e d t he a r eas wi t h hi gher pover t y r at i os t o r ecei ve t he
mos t f undi ng t he n t he f or mul a s houl d be r evi sed. On e sol ut i on woul d be t o as s i gn
r eci pi ent c ommuni t i e s of Co mmu n i t y De ve l opme nt Bl oc k Gr a nt f unds t he gr eat er
of t he a mou n t s f r o m wei ght i ng pover t y onc e a n d t wi ce i n t he f o r mu l a —wi t h al l
al l ocat i ons t hen r educed by t he s a me per cent age s o t ha t t ot al al l ocat i ons wi l l
equa l t he a mo u n t appr opr i at ed.

Sugges t ed l a ngua ge f or r evi s i ng t he act t o achi eve our r e c omme nda t i ons i s i n
el uded a s a ppe ndi x I .

[ At t a c hme nt No. 3]

DEPARTMENT OF HOUSI NG AND URBAN DEVELOPMENT,
OFFI CE OF THE ASSI STANT SECRETARY

FOR CONSUMER AFFAI RS AND REGULATORY FUNCTI ONS,
Wa s hi ngt on, D. C. , De c e mb e r 24, 1976.

DEAR FRI END: Th e ma y o r of Euf a ul a , Okl a h oma , s ai d t he Co mmu n i t y Deve l op-
me n t Bl ock Gr a nt ( CDBG) pr ogr a m wa s wor ki ng wel l . Th e l a wye r f r om t he
Ber ke l ey, Cal i f or ni a, Na t i ona l Hous i ng L a w Pr oj ec t sai d' i t ha d ser i ous f l aws .

Mo r e t ha n 150 i ndi vi dual s c r owde d t he conf er ence r o o m i n H U D Headqua r t e r s ,
t o pr es ent t hei r vi ews t o t he De c e mbe r 7t h c ons ume r f or um. Th e y c a me f r o m
Fl or i da, Mi chi ga n, Ohi o, I l l i noi s, Ne w J er sey, Ne w Yor k, f r o m al l ove r t he
count r y.

Act i ng Ass i s t ant Secr et ar y f or Co mmu n i t y Pl a nni ng a n d De ve l opme nt , Wa r r e n
H. But l er , who s e offi ce admi ni s t er s t he C DB G pr ogr a m ha s been mos t cooper at i ve
i n t hi s pr oces s a nd wa s pr es ent wi t h me mb e r s of hi s st af f , t o l i st en, t o di s cuss ,
t o agr ee a n d t o di ssent .

Th e 7- hour f or um, wi t h i t s t apes t r y of peopl e f r o m s mal l t own s a nd bi g ci t i es,
s o me wi t h pr ai s e a n d s o me wi t h compl ai nt s , wi t h i t s ener get i c gi ve- and- t ake
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be t we e n c ommu n i t y gr oup r epr esent at i ves a n d H U D pol i cy- maker s , wa s t he
dr a ma t i c hi ghpoi nt of a n a r duous a n d l engt hy pr oces s .

Th e pr obl ems of r ur al a nd s mal l er t owns we r e al so r ef l ect ed i n t he meet i ng' s
di s cuss i on. Th e Hous i ng As s i s t ance Counci l s poke t o t he ne e d t o e nd ye ar - by-
year r ur al f undi ng, whi l e a n Ok l a h o ma deve l opme nt di st r i ct counci l me mb e r
a s ke d f or r evi s ed appl i cat i on pr ocedur es t o e nd t he necess i t y f or r epeat i ng t he
t ot al pr oces s over e ac h year .

Th o u g h Mr . But l er , bot h i n hi s di s cus s i on a n d wr i t t en paper , di f f er ed wi t h
ma n y of t he ci t i zen gr oups ' f i ndi ngs, he spel l ed out a n u mb e r of r e c omme nda t i ons
whi c h h e wa s act i vel y cons i der i ng, i ncl udi ng:

"I ncl us i on i n t he pe r f or ma nce s t a ndar ds of a r equi r ement t ha t ci t i zens be
pr ovi ded a s t at us r epor t of pr ogr es s i n execut i ng t he c ommun i t y de ve l opme nt
pr ogr a m.

" I ndi cat i on by t he r eci pi ent , i n t he pe r f or ma nc e r epor t , of whe t he r or not t he
vi ews of ci t i zens we r e t he bas i s f or a ny deci s i on on h o w bl ock gr ant f unds we r e
us ed a nd/ or t he ext ent t o whi c h ci t i zens pl a nned hous i ng act i vi t i es.

" Pr epar a t i on of a moni t or i ng gui de / ma nua l f or t he speci f i c us e of c ons u me r
gr oups t ha t s umma r i z e s t he ke y aspect s of t he r egul at i ons , ha ndbooks , admi ni -
s t r at i ve pol i cy l et t er s, a n d ma nua l s .

" Th e ma n n e r a n d ext ent t o whi c h i nf or mat i ona l t echni ques on t he pr eappl i ca-
t i on a n d appl i cat i on pr oces s c a n be i mpr oved. "

A n u mb e r of r e c omme nda t i on concer ni ng t he ques t i on of " ma x i mu m f easi bl e
pr i or i t y" we r e al so pr ovi ded by Mr . But l er .

By t he e nd of t he day, t he f o r u m h a d r eached a cons ens us on t he ne e d f or
n u mb e r of l egi s l at i ve c ha nge s i n bot h . CDBG pur pos e a n d pr ocedur es :

Pr ovi de gr ant s f or st af f a n d t echni cal as s i s t ance t o ma k e ci t i zen par t i ci pat i on
a n ef f ect i ve f or ce.

Cl ar i f y t he dol l ar s a n d r es our ces t ha t s houl d go t o s er ve l ow- a n d mode r a t e-
i nc ome per sons .

Ch a n g e t he f or mul a f or r ur al ar eas , t o e nd one- year- at - a- t i me f undi ng.
Al t er t he s t at ut or y pr ovi s i on t ha t gi ves t o l ocal offi ci al s sol e pr ogr a m r espons i -

bi l i t y.
A par al l el s et of r egul at or y cha nge s wa s al s o r e c omme n de d by t he f o r u m:
Us e di scr et i onar y mo n e y t o f und t r ai ni ng a n d t echni cal as s i s t ance f or ci t i zen

par t i ci pat i on.
Ma n d a t e mi n i mu m s t andar ds f or ci t i zens par t i ci pat i on t hr oughout t he pr oc-

ess, i ncl udi ng pr e- a n d pos t - appl i cat i on a n d i n t he moni t or i ng a n d eval uat i on
s t ages.

St r uct ur e s t anda r ds f or ci t i zen hear i ngs a nd meet i ngs , cr eat e t hr ee t ypes of
mee t i ngs f or gi vi ng ci t i zens i nf or mat i on a bout t he pr ogr a m, get t i ng i nf or mat i on
f r o m t h e m a bout t hei r pr i or i t i es, get t i ng t hei r vi e ws o n t he f i nal pr oposal .

Re vi e w e a ch l ocal gover nment ' s s ys t em f or c ons ume r compl a i nt handl i ng.
Re s pond t o s er i ous c ompl a i nt s t ha t ha ve mer i t a nd a t t he s a me t i me wi t h-

hol di ng t he c ommuni t y' s appl i cat i on appr oval .
De ve l op t as k f or ces , c ompr i s ed of ci t i zen gr oups i n e ac h c ommuni t y , t o mo n-

i t or a n d eval uat e, a nd t o pr ovi de s t af f back- up f or ci t i zen par t i ci pat i on.
De ve l op mode l s of wh a t i s a nd i s not accept abl e f or ci t i zen par t i ci pat i on, a n d

me a s ur e c ommuni t i e s agai ns t t hes e mode l s or t hei r equi val ent .
De ve l op s t r i ct er enf or c ement pr ocedur es . i ncl udi ng i ndepe nde nt r evi ew by

H U D of ea ch l ocal gover nment ' s r es pons e t o compl ai nt s .
I n gener al , i t wa s agr eed t ha t al l t hes e r e c omme nda t i ons a n d i s sues r ai s ed

we r e i nt er r el at ed, emphas i z i ng t he ne e d f or a cl ear er under s t andi ng of t he C DB G
obj ect i ves a n d s t andar ds agai ns t whi c h c ons ume r gr oups c a n j udge bot h t he c om-
muni t y a nd H U D adher enc e t o t hes e goal s .

[ At t a c hme nt No. 41

COMMUNI TY DEVELOPMENT POLI CY

Th e 80/ 20 per cent al l ocat i on of f unds be t we e n SMSA' s a n d non- SMSA' s , a s
pr ovi ded f or i n s ect i on 106 of t he Hous i ng a n d Co mmu n i t y De ve l opme nt Ac t of
1974, f avor s SMSA' s over non- SMSA' s i n t he al l ocat i on of Co mmu n i t y Deve l op-
me n t Bl oc k Gr a nt s f unds . Th e de mogr a phi c val ues us ed by H U D f or t he F y
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1975 al l ocat i ons d o not ref l ect a n 80/ 20 per cent di vi s i on of popul at i on, pover t y a n d
ove r c r owde d hous i ng be t we e n SMSA' s a nd n o n - SM SA' s . Th e ac t ual wei ght ed
ave r age us i ng HUD' s o wn cr i t er i a s h o ws t hat t he l egi sl at i ve f or mul a s houl d be
6 6/ 34 per cent r at her t ha n t he 80/ 20 per cent n o w us ed.

Congr es s wi l l ha ve over s i ght hear i ngs i n t he s pr i ng of 1977 concer ni ng a me n d -
Me nt s t o t he Co mmu n i t y De ve l opme nt Bl oc k Gr a nt Pr ogr a m.

Th e non- met r opol i t an deve l opme nt c ommi t t ee s houl d ma k e t he f ol l owi ng r ec-
omme nda t i o ns t o t he NAR C pol i cy boa r d concer ni ng CDB G:

1. Th e C DB G pr ogr a m wa s me a n t t o be a n ur ba n pr ogr a m. At pr esent , i t i s
bei ng us ed i n t he r ur al Uni t ed St at es a s a subs t i t ut e f or t he Rur a l De ve l opme nt
Act , t her ef or e, ( a ) Fu n d t he Rur a l De ve l opme nt Ac t a nd, i f f unde d, ( b ) l egi s-
l at e a l ower popul at i on l i mi t of 5, 000 on muni c i pal a n d c ount y appl i cant s f or
C DB G f unds .

2. Th e r ur al par t s of t he Uni t ed St at es us ual l y r ecei ve C DB G f unds f r om
t he di scr et i onar y sect i on of t he act . Th e y a r e f or ced t o c ompe t e annual l y,
wher e as , t he ur ba n uni t s of gove r nme nt a r e ha nde d t hi s mon e y, t her ef or e, ( a )
di scr et i onar y f unds s houl d be al l ocat ed o n a s ubar ea basi s a nd di s t r i but i on of
t hes e f unds s houl d be ma d e by t he l ocal gove r nme nt s bas ed on t he s t at ut e, H U D
gui del i nes a n d r egi onal pr i or i t i es.

3. Ru r a I Uni t ed St at es i s di s cr i mi nat ed agai ns t by t he 80/ 20 per cent di s t r i bu-
t i on of C DB G f unds whi c h ha s been l egi sl at ed by Congr es s . A GAO r epor t s h o ws
t hat HUD' s cr i t er i a i ndi cat es a 66/ 34 per cent spl i t , t her ef or e, al t er t he l egi s-
l at ed f or mul a t o 66/ 34 per cent f r om 80/ 20 per cent .

4. Gui del i nes f or di s cr et i onar y C B DG appl i cant s a r e r est r i ct i ve c o mpa r e d t o
me t r o gui del i nes , t her ef or e, r et ur n C DB G gr ant s t o t hei r or i gi nal congr es s i onal
i nt ent b y de nyi ng H U D t he r i ght t o wr i t e gui del i nes whi c h r est r i ct us e of di s-
cr et i onar y gr ant s .

5. Th e 701 pr ogr a m i s havi ng di f f i cul t y bei ng f unded, t her ef or e, a d d a sect i on
t o t he C DB G act whi c h set s as i de speci f i c. f unds f or l ocal a n d r egi onal l ong
r a nge pl anni ng a s a subs t i t ut e f or 701 f unds .

[ At t a c hme nt No. 5 ]

MI D- OHI O VALLEY REGI ONAL
PLANNI NG AND DEVELOPMENT COUNCI L,

Par ke r s bur g, W. Va. , Fe br ua r y 18, 1977.
Mr . THOMAS CARROLL,
De p ut y Di r ect or , Th e Gover nor ' s Of f i ce of Fe der a l - St at e Rel at i ons , Th e St a t e

Capi t ol , Char l es t on, W. Va .
DEAR Mn . CARROLL : Pur s ua nt t o your r eques t , I a m out l i ni ng f or you our pr i -

ma r y i mpr es s i on of t he non- met r o a r ea al l ocat i on of We s t Vi r gi ni a f unds unde r
t he Co mmu n i t y De ve l opme nt Bl ock Gr a nt ( CDB G) por t i on of t he Hous i ng a nd
Co mmu n i t y De ve l opme nt Ac t of 1974. I wi l l ci t e our t wo pr i ma r y obj ect i ons a nd
f ol l ow t hi s wi t h t he r eas ons f or our negat i ve i mpr es s i ons .

( 1 ) Th e C DB G pr ogr a m wa s or i gi nal l y i nt ended t o assi s t i n t he pr ovi s i on of
c o mmun i t y faci l i t i es vi t al t o t he i mpr ov e me nt of t he c o mmun i t y i nf r as t r uct ur e
a s per cei ved by t he i ndi vi dual c ommuni t y. Ye t ma n y of our me mbe r ' s mos t vi t al
pr ogr a ms f or l ong- r un ma n a g e d c ommu n i t y vi abi l i t y we r e gi ven l i t t l e
cons i der at i on.

( 2 ) No n- met r o c ommuni t i e s i n We s t Vi r gi ni a s e e m t o ha ve been j udged wi t h
di f f er ent cr i t er i a t ha n non- met r o c ommuni t i e s i n ot her s t at es , e. g. , Ohi o despi t e
t he f act t ha t H U D i s a Feder a l or i nt er s t at e egency.

Th e pr i nci pal r eas ons f or our di s appoi nt ment a r e a s f ol l ows :
( 1 ) Th e no n- met r o por t i on of our Re gi on i s, gener al l y s peaki ng, st i l l l ooki ng

f or t he basi s of c o mmu ni t y deve l opment , i .e. , wa t e r a n d s ewer . Ou r r ur al of -
fi ci al s f eel t ha t onl y wi t h a sol i d f ounda t i on of ef f ect i ve c o mmu n i t y faci l i t i es
c a n ba l anced gr owt h be accompl i s hed. Obt ai ni ng wa t e r f or h o me s whi c h ha ve
n o pr edi ct abl e or s a f e s uppl y of wa t e r mu s t be r egar ded a s addr es s i ng one of
t he pr i ma r y s y mp t o ms of hous i ng s ubs t andar dnes s . Conver s el y r ehabi l i t at i ng
s ubs t andar d uni t s wi t hout pr ovi di ng a qual i t y wa t e r s uppl y i s a n e mp t y ges t ur e
i n ma n y cases . An d l ocat i ng l ow- i nc ome hous i ng c ompl exe s i n r ur al a r eas de-
voi d of a l ong- r ange ut i l i t y s ys t e m i s not s er vi ng t he peopl e;

( 2 ) Fo r t he f i rst t i me we e mpl oye d a t hor ough a n d s ys t emat i c ci t i zen par t i ci -
pat i on pr oces s t o el i ci t pr oj ect i nput . Fo u r of our pr oj ect s ( al l wa t e r s ys t e ms )
we r e cons i der ed t op pr i or i t y i t e ms by l ocal offi ci al s a nd Hea l t h De pa r t me nt ; De -
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pa r t me nt of Na t ur a l Res our c es ; a nd Soi l Cons er va t i on Ser vi ce per s onnel . Ye t
t he y r a nke d l ow wh e n c ompa r e d wi t h H U D cr i t er i a wei ght ed t owa r d hous i ng;

( 3 ) I t i s di ff i cul t f or our me mb e r s t o deci de t o devel op a nd i mpl e me nt hous -
i ng r ehabi l i t at i on pr ogr a ms o n t hei r o wn i ni t i at i ve wh e n t hey s e e m t o be dup-
l i cat i ng s i mi l ar ef f or t s by t he St at e i t sel f ( C DB G gr ant s f i scal year 1976 a n d
f i scal year 1977) . No bo dy i s ques t i oni ng t he ne ed f or hous i ng nor our me mbe r ' s
c o mmi t me n t t o a qual i t y h o me f or e ac h of t hei r r es i dent s . Bu t coor di nat i on a n d
pr i or i t i zat i on s e e m t o be negl ect ed.

We d o not me a n t o di s par age t he ef f or t s of t he ot her mo r e succes s f ul appl i -
cant s f or C DB G as si s t ance. The r e c a n be n o doubt t ha t pas t f undi ng ha s not
been ki nd t o t hos e l ar ger yet non- met r o We s t Vi r gi ni a ci t i es wh o a r e mo r e
sophi s t i cat ed i n t he pr oj ect des i gn. We al so do not wi s h t o be i nt er pr et ed a s
oppos ed t o t he j ob H U D i s doi ng unde r gr eat pr es sur e. Wi t h a l mos t no hel p
HUD, a pr i mar i l y ur ba n or i ent ed agency, i s f aced wi t h t he ambi va l ent s i t ua-
t i on of hel pi ng l ay t he deve l opment a l f r a me wo r k of r ur al Ame r i c a . Th e y a r e i n
ne e d of ei t her f i nanci al s uppor t or hor i zont al as s i s t ance f r o m ot her Feder a l a nd
St a t e sour ces . I t s e e ms t ha t H U D i s c a ught o n t he pr over bi al f ence ; t her e' s a
gr eat c o mmu ni t y f aci l i t y v a c u u m a n d t hey wi t h a n ur ba n ba c kgr ound a n d l i m-
i t ed f i nances a r e bei ng as ke d t o fil l t he voi d. I t har dl y s e e ms f ai r t o H U D or
t o We s t Vi r gi ni a.

Th e Pi t t s bur gh Ar e a Of f i ce st af f ha ve been s ympat he t i c t o t he Mi d- Ohi o Val -
l ey' s s i t uat i on a n d ar e cogni zant of our pr obl ems . I t i s our i mpr es s i on t ha t t he
C DB G pr ogr a m wor ke d mor e ef f ect i vel y ( a l t hough ma y b e not a s ef f i ci ent l y) i n
i t s f i r st year s of exi s t ence wh e n t he Ar e a Of f i ce per s onnel wh o a r e sensi t i ve
a n d knowl e dgea bl e peopl e ha d mo r e f l exi bi l i t y a nd di scr et i on i n f undi ng
deci s i ons.

We al so appl a ud t he St at e' s ef f or t s i n behal f of i mpr ovi ng t he c o mmu ni t y
f aci l i t y bas e i n We s t Vi r gi ni a a n d t ha nk you f or al l owi ng us t o r es pond.

Wi t h bes t wi s hes ,
TERRY TAMBURI NI , Exe cut i ve Di r ect or .

CONGRESS OF THE UNI TED STATES,
HOUSE OF REPRESENTATI VES,

Wa s hi ngt on, D. C. , Ma r c h 16, 1977.
Ho n . THOMAS L. ASHLEY,
Cha i r ma n, Subc ommi t t e e o n Hous i ng a n d Co mmu n i t y De ve l opme nt , Commi t t e e

o n Ba nki ng, Fi nance , a nd Ur b a n Af f ai r s , Wa s hi ngt on, D. C.
DEAR CHAI RMAN ASHLEY: Enc l os ed f or t he Subcommi t t ee ' s cons i der at i on i s

a l et t er I ha ve r ecei ved f r o m J ohn G. Roa c h, t he Di r ect or of t he Co mmu n i t y
De ve l opme nt Age nc y i n St . Loui s , concer ni ng t he Co mmu n i t y De ve l opme nt bl ock
gr a nt pr ogr a m.

As Mr . Roach' s l et t er expl ai ns , t he shi f t f r o m cat egor i cal as s i s t ance t o a pr o-
g r a m of bl ock gr ant s ha s gi ven St . Loui s f l exi bi l i t y f or t ai l or i ng a deve l opment
pr ogr a m t o t he Ci t y' s needs . At t he s a me t i me, i t ha s f os t er d a compr e hens i ve
appr oa ch t o r edeve l opment , t her eby per mi t t i ng t he Ci t y' s pl an t o addr es s i nt er -
est s of al l gr oups a n d s t r i ke a ba l ance a mo n g t he ma n y d e ma n d s o n t he Ci t y' s
ser vi ces .

Th e l et t er f r om CDA. al so expl ai ns t he adva nt ages of t he Admi ni s t r at i on' s
pr opos al s f or r evi s i ng a n d e xpa ndi ng t he pr ogr a m. I n par t i cul ar , t he r ecom-
me n d e d t wo- par t f or mul a , whi c h woul d ref l ect t he a ge of hous i ng a n d t he degr ee
of popul at i on decl i ne, wi l l as s ur e t he al l ocat i on of c o mmun i t y deve l opment f unds
t o ci t i es l i ke St . Loui s whi c h ha ve suf f er ed gr owi ng de pe ndnc y on publ i c ser v-
i ces but decl i ni ng t ax bas es whi c h cont i nual l y unde r mi ne t hei r abi l i t y t o me e t
de ma nds . Th e r evi sed f or mul a a n d i ncr eas ed l evel of f undi ng woul d si gni f i cant l y
i ncr ease St . Loui s ' ent i t l ement whi c h ha s be en s pr ea d ver y t hi nl y t hr oughout
t he Ci t y s i nce t he Co mmu n i t y De ve l opme nt Ac t wa s pas s ed i n 1974.

Th e Ur b a n Co mmu n i t y De ve l opme nt Act i on gr ant s , i ncl uded i n t he Ad mi n -
i st r at i on' s pr ogr a m, woul d be i deal l y sui t ed t o t he sect i ons i n St . Loui s whi c h
ha ve suf f er ed s ever e phys i cal decl i ne a n d e c onomi c det er i or at i on. I n f act . Sec-
r e t ar y Har r i s ' t es t i mony o n possi bl e pr oj ect s t ha t mi ght be f unde d wi t h t he
speci al act i on gr ant s descr i bed s ever al cas es t ha t coul d wel l be i n St . Loui s .
Th e Ci t y' s bl ock gr ant s t o da t e ha ve bee n i nadequat e t o pr ovi de t he l evel of
as s i s t ance ne eded t o t ur n t hese a r eas a r ound wi t hout per mi t t i ng bl i ght t o s pr ead
t o l ess s ever el y det er i or at ed ne i ghbor hoods .
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Appr ova l of t he Admi ni s t r at i on' s c o mmu n i t y de ve l opme nt pr ogr a m woul d
ma k e a s i gni f i cant cont r i but i on t owa r d r evi t al i zat i on of St . Loui s a n d ot her ci t i es.
I ur ge t he Subcommi t t ee ' s f avor abl e cons i der at i on of t hese pr opos al s a n d woul d
be mo r e t ha n wi l l i ng t o as s ur e pas s age wh e n s uc h l egi sl at i on c ome s bef or e t he
f ul l Hous e .

Your s ver y t r ul y,
RI CHARD A. GEPHARDT, Me mb e r of Congr es s .

CI TY OF SAI NT LOUI S, COMMUNI TY DEVELOPMENT AGENCY,
$t . Loui s , Mo. , Ma r c h 11, 1977.

Re : 77- 05- 02- 0103A
Ho n . RI CHARD A. GEPHARDT,
Congr e s s ma n, Mi s s our i 3d Di st r i ct ,
St . Loui s , Mo .

DEAR CONGRESSMAN: A gr ea t n u mb e r of pr opos al s f or c o mmun i t y de ve l opme nt
a n d ne i ghbor hood pr eser vat i on ha ve s ur f aced t hi s year a s t he Hous i ng a n d Co m-
muni t y De ve l opme nt Ac t of 1974 c o me s u p f or ext ens i on. I t woul d be ver y di ffi-
cul t f or us t o r evi ew al l of t hes e pr opos al s , a nd i ndeed, we d o not ha ve copi es
of mo s t of t he m.

Nonet hel es s , we a r e ver y concer ned t ha t t he ma j o r a dvanc e s achi eved i n t he
1974 Ac t not be r ever s ed by a n y has t y r et r eat f r o m t he bl ock gr ant a ppr oa c h
t o t he ol d cat egor i cal gr ant s ys t e m i n t he hope of f ocus i ng on needs of l owe r
i nc ome per sons .

Bef or e di s cus s i ng our t hought s on t he r e f or ms t hat we bel i eve mos t appr o-
pr i at e f or your s uppor t , we bel i eve t ha t a r evi ew of t he na t ur e a n d i nt ent of
t he 1974 Ac t i s i n or der . We ha ve under s cor ed l a ngua ge whe r e we bel i eve t he
pr ovi s i ons of t he 1974 Ac t a r e of par t i cul ar appl i cat i on t o St . Loui s Ci t y.

Th e pas s age of t he Hous i ng a n d Co mmu n i t y De ve l opme nt Ac t of 1974 wa s
a ma j o r depar t ur e i n Fe der a l pol i cy on l ocal c o mmu ni t y deve l opment . I t wa s
a n d r e ma i ns a depar t ur e l ar gel y i n t e r ms of me t hods r at her t ha n obj ect i ves .

Congr es s i ona l obj ect i ves a r e wel l s t at ed by t he Ac t ( s ee Publ i c L a w 93- 383)
a n d a r e cons i s t ent wi t h t he obj ect i ves of pr i or l egi s l at i on a me n d e d or r epl aced
by t he Act . Br i ef l y t hese f i ndi ngs a n d obj ect i ves a r e t ha t :

( a ) Th e Nat i on' s ur ba n c ommuni t i e s f ace cr i t i cal pr obl ems ar i s i ng f r o m t he
gr owt h of popul at i on i n ur ba n a r e as a n d t he concent r at i on of l owe r i nc ome
per s ons i n cent r al ci t i es; a n d

( b) Th e wel f ar e of t he nat i on de pe nds on t he es t abl i s hment of vi abl e ur ba n
ur ba n c ommuni t i e s a n d r equi r es mo r e s ys t emat i c a n d sus t ai ned f eder al , s t at e,
a n d l ocal ef f or t s t o el i mi nat e bl i ght , cons er ve a n d r e ne w ol der ar eas , i mpr ove
t he e nvi r onme nt of l owe r i nc ome f ami l i es a nd t o deve l op n e w cent er s of pop-
ul at i on gr owt h a n d e c onomi c act i vi t y; a n d

( c ) Th e cons equent gener al obj ect i ve of t he c o mmu n i t y de ve l opme nt por t i on
( Ti t l e I ) of t he Ac t i s t he de ve l opme nt of vi abl e ur ba n c ommuni t i e s b y pr o-
vi di ng decent hous i ng, sui t abl e l i vi ng e nvi r onment s a n d e xpa ndi ng e c onomi c
oppor t uni t i es , pr i nci pal l y f or per s ons of l ow a n d mode r a t e i nc ome .

Feder a l as s i s t ance pr ovi ded i s i nt ended t o a dva nc e t hes e obj ect i ves i n t he
f ol l owi ng, mo r e speci f i c wa ys , pr i nci pal l y f or l ow a n d mode r a t e i nc ome
c ommuni t i e s :

( a ) Th e el i mi nat i on of s l ums a n d bl i ght a n d t he pr event i on of bl i ght i ng i nf l u-
ences a n d pr oper t y det er i or at i on,

( b) Th e el i mi nat i on of det r i ment al heal t h a n d saf et y condi t i ons t hr ough
c ode e nf or c ement a n d r el at ed act i vi t i es,

( c ) Th e conser vat i on of t he exi s t i ng hous i ng s t ock,
( d ) Th e expans i on of c o mmu n i t y s er vi ces whi c h a r e es sent i al t o c o mmu n i t y

deve l opment ,
( e ) Th e cr eat i on of a mo r e r at i onal a r r a nge me nt of l a nd uses ,
( f ) Th e r educt i on of soci o- economi c segr egat i on by deconcent r at i on of hous -

i ng oppor t uni t i es f or t he poor a n d by t he at t r act i on of per s ons of hi gher i nc ome ,
a n d f i nal l y,

( g ) Th e r es t or at i on of hi s t or i cal l y s i gni f i cant pr oper t i es .
Th e H U D r egul at i ons whi c h i mpl e me nt t he Ac t r epeat t hese obj ect i ves wi t h

t he f ur t her pr ovi s i on t ha t Fe der a l f unds a r e not t o be us ed t o r educe s ub-
st ant i al l y t he a mo u n t of l ocal f i nanci al s uppor t f or c ommu n i t y deve l opment .

The s e obj ect i ves a r e t o be r eal i zed t hr ough a n a nnua l appl i cat i on pr oces s i n
whi c h t he Ac t r equi r es t ha t ur ba n c ommuni t i es s et f or t h a t hr ee year c ommun i t y
deve l opme nt pl an whi c h i s cons i s t ent wi t h r egi onal a n d nat i onal gr owt h pol i ci es.
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Th e a nnua l appl i cat i on mu s t al so speci f y a s hor t t e r m pr ogr a m, whi c h descr i bes
act i vi t i es, cost s , a n d ot her r es our ces avai l abl e a nd whi c h i s des i gned t o el i mi nat e
or pr event bl i ght wh e r e s uc h condi t i ons exi s t a n d pr ovi des i mpr ove d ser vi ces
i n s uc h a r eas wh e r e s uc h ser vi ces a r e appr opr i at e f or c ommu n i t y de ve l opme nt
pur pos es . Th e a nnua l appl i cat i on mu s t al so cont ai n a Hous i ng As s i s t ance Pl a n
whi c h pr opos es l ocat i ons f or as si s t ed hous i ng wi t h t he i nt ent of r evi t al i zi ng or
st abi l i zi ng nei ghbor hoods , pr omot i ng gr eat er hous i ng choi ce a nd avoi di ng con-
cent r at i ons of l owe r i nc ome f ami l i es .

Th e appl i cant c o mmu n i t y mu s t al so as s ur e t hat i t ha s pr ovi ded adequa t e i n-
f or mat i on t o t he publ i c a bout t he a mo u n t of f unds avai l abl e a n d t he t ype of act i vi -
t i es t hat a r e el i gi bl e. Publ i c hear i ngs mu s t be hel d t o obt ai n t he vi e ws of ci t i -
z ens on c o mmu n i t y de ve l opme nt needs . Th e appl i cant mu s t al so pr ovi de ci t i zens
a n a de qua t e oppor t uni t y t o par t i ci pat e i n t he deve l opment of t he a nnua l appl i ca-
t i on, but t he el ect ed gove r nme nt of t he appl i cant Ci t y i s hel d excl us i vel y r espon-
si bl e f or t he cont ent a n d execut i on of t he Pr ogr a m.

I n addi t i on, t he appl i cant c ommun i t y mu s t cer t i f y t ha t i t s pr ogr a m ha s been
devel oped t o gi ve " ma x i mu m f easi bl e pr i or i t y t o act i vi t i es whi c h wi l l benef i t l ow
or mode r a t e i nc ome f ami l i es or ai d i n t he pr event i on or el mi nat i on of s l ums or
bl i ght . "

H U D i s r equi r ed t o a ppr ove a n y appl i cat i on whi c h i s not pl ai nl y i ncons i s t ent
wi t h c ommun i t y de ve l opme nt nee ds a n d per t i nent dat a.

The s e pr ovi s i ons of l a w a n d r egul at i ons a r e cons i s t ent wi t h l ong s t andi ng
nat i onal obj ect i ves . The s e n e w me t hods al l ow mu c h gr eat er l ocal cont r ol of c om-
muni t y de ve l opme nt pl anni ng a n d s pendi ng a s wel l a s per mi t t i ng a mu c h mo r e
f l exi bl e r a nge of possi bl e act i vi t i es whi c h c a n be s uppor t ed. I n addi t i on, t hes e
me t hods gr eat l y e nha nc e t he r esponsi bi l i t y of el ect ed offi ci al s wh o a r e ma d e
pr i ma r y deci s i on ma k e r s by t he n e w Act . Ol d r equi r ement s l i mi t i ng c o mmu n i t y
deve l opme nt t o cer t ai n na r r ow act i vi t i es i n s mal l , des i gnat ed a r eas wi t h pl an-
ni ng s ubj ect t o di r ect H U D i nt er vent i on a n d super vi s i on h a v e been abol i shed,
a s ha ve r i gi d ci t i zen par t i ci pat i on r equi r ement s whi c h r esul t ed ei t her i n t he
cr eat i on of ext r a- l egal , speci al pur pos e l egi s l at i ve bodi es not subj ect t o ef f ect i ve
popul a r cont r ol or l ed t o t he mani pul a t i on by bur eaucr at s of "ci t i zen par t i ci -
pant s . "

Ea c h ma j or c ha nge f r o m ol d t o n e w c o mmu ni t y de ve l opme nt me t hods wa s a
Congr es s i ona l r es pons e t o di ssat i s f act i on wi t h s hor t comi ngs i n pr evi ous cat e-
gor i cal gr ant pr ogr ams , pr i mar i l y Ur b a n Re n e wa l a n d Mode l Ci t i es.

Th e s t r ong i nt ent of Congr e s s t o i ncr ease l ocal di scr et i on a n d f l exi bi l i t y a n d t o
pl ace gr eat er r esponsi bi l i t y i n l ocal el ect ed of fi ci al s i s ma d e ver y cl ear by t he
J oi nt Expl a na t or y St a t e me nt of t he Co mmi t t e e of Conf er ence whi c h r esol ved
t he di f f er ences bt we e n t he Ho u s e a n d Se na t e ver s i ons of t he Act .

Th e Conf e r ence Commi t t e e chos e not t o r equi r e t ha t c ommu ni t y deve l opme nt
act i vi t i es a n d benef i t s be l i mi t ed t o des i gnat ed ar eas . Ra t he r , t he Commi t t e e
chos e a n d t he Congr es s appr ove d t he expendi t ur e of f unds t o el i mi nat e s l ums a n d
bl i ght whe r eve r s uc h condi t i ons ma y exi st .

Th e Commi t t e e r ej ect ed a Se na t e pr ovi s i on whi c h woul d ha ve r equi r ed t ha t
8 0 % of a n appl i cant ' s gr ant be us ed f or act i vi t i es di r ect l y benef i t i ng l owe r i n-
c o me f ami l i es . I ns t ead, t he l ocal el ect ed offi ci al s a r e l ef t r espons i bl e f or det er -
mi ni ng a n d cer t i f yi ng wh a t cons t i t ut es " ma x i mu m f easi bl e pr i or i t y" f or act i v-
i t i es, whi c h, i n t hei r di scr et i on, bes t benef i t l ow a n d mode r a t e i nc ome f ami l i es or
el i mi nat e s l ums a n d bl i ght .

Anot he r Sena t e pr ovi s i on r equi r i ng publ i c hear i ngs i n a dva nc e of l a nd acqui si -
t i on a n d al so r equi r i ng hear i ngs a t l east 3 0 da ys pr i or t o s ubmi t t i ng appl i cat i ons
a s wel l a s r equi r i ng appl i cant s t o i nvol ve r es i dent s of " pr oj ect a r eas " i n t he
execut i on of de ve l opme nt act i vi t i es a nd t o pr ovi de " a de qua t e r es our ces " f or t hei r
par t i ci pat i on wa s a me n de d . Th e r i gi d publ i c hear i ng r equi r ement s we r e del et ed
a n d t he Conf er ence Commi t t ee ' s l a nguage ma k e s cl ear t ha t t he i nvol vement of
r es i dent s i n pr oj ect execut i on a n d t he pr ovi s i on of r es our ces f or t hei r par t i ci pa-
t i on i s di s cr et i onar y wi t h t he appl i cant .

Th e di scr et i on of l ocal el ect ed offi ci al s wa s f ur t her e nha nc e wh e n t he Con-
f er ence Commi t t e e r ej ect ed nu me r o u s speci f i c l i mi t at i ons on poss i bl e pr ogr a ms .
Fo r e xa mpl e , t he Commi t t e e r ej ect ed a pr ovi s i on r equi r i ng appl i cant s t o pr ovi de
one f or one r e pl ac ement of hous i ng uni t s demol i s hed i n t he cour s e of t he Co m-
muni t y De ve l opme nt Pr ogr a m. Al s o r ej ect ed we r e r equi r ed bui l di ng a n d saf et y
codes , t he pr ovi s i on of f unds t o ot her uni t s of gove r nme nt wi t hi n t he appl i cant s
j ur i sdi ct i on a n d a 2 0 % l i mi t at i on on expendi t ur es f or publ i c ser vi ces .
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Fi nal l y, t he i nt ent of Congr e s s t o ma xi mi z e t he r ol e of l ocal gove r nme nt i s
cl ear i n t he Conf e r ence Commi t t ee ' s del i ber at e l i mi t at i on of HUD' s p owe r t o
r evi ew appl i cat i ons f or f undi ng. Th e Se na t e bi l l aut hor i zed t he H U D Secr et ar y
t o appr ove or di s appr ove a n appl i cat i on o n t he bas i s of t he pr ogr a m pr opos ed.
Th e Ho u s e l anguage wa s adopt ed i ns t ead. I t r equi r es t he Secr et ar y t o appr ove
appl i cat i ons unl es s he de t e r mi nes t ha t t he appl i cant ' s s t a t e ment of c o mmu n i t y
de ve l opme nt needs i s pl ai nl y i ncons i s t ent t o me e t i t s s t at ed needs . Th e H U D
Secr et ar y ma y not subst i t ut e hi s j udge me nt f or t ha t of t he l ocal el ect ed offi ci al s
a s t o wh a t c o mmu ni t y deve l opme nt nee ds exi s t a n d h o w t o t r eat t h e m unl es s
l ocal deci s i ons ar e pl ai nl y i nappr opr i at e.

Th e i nt ent of Congr es s t o r espect t he l ocal el ect or al a n d dec i s i onmaki ng pr oc-
esses , a nd, by i mpl i cat i on, t o s t r engt hen t h e m by a ddi ng t o t he r esponsi bi l i t i es
of l ocal el ect ed offi ci al s a n d l i mi t i ng t he over s i ght r ol e of t he Fe de r a l bur eaucr a -
c y i s one of t he mo s t i mpor t a nt c ha nges i n c o mmu n i t y de ve l opme nt me t hods
cont a i ned i n t he Hous i ng a n d Co mmu n i t y De ve l opme nt Ac t of 1974. Sel f - ap-
poi nt ed cr i t i cs / advocat es of l ocal pol i ci es wh o cont i nue t o pr e s ume t ha t H U D
c a n a n d wi l l adj udi cat e pol i cy di f f er ences be t we e n t hems e l ves a n d l ocal el ect ed
offi ci al s ha ve not yet r eal i zed t ha t t he over r i di ng i nt ent of Congr es s i s t o ma k e
exi s t i ng l ocal gove r nme nt wo r k bet t er , mo r e democr at i cal l y i n t he c o mmu n i t y
deve l opme nt f i el d r at her t ha n t o r el y upo n t he "obj ect i ve di s i nt er est " of a Fe der a l
e mpl oye e or t he g r t e e l el i t i sm of t hos e wh o pr e s ume t ha t t hey s pe a k f or t he
peopl e whi l e di s dai ni ng el ect i on by t he m. I n f ur t her ance of t hi s gener al pol i cy,
t he Congr es s wi s el y r e move d ma n y l i mi t at i ons whi c h woul d h a mp e r l ocal di s-
cr et i on whi l e r emai ni ng f i r m i n i t s gener a l i nt ent t o cons t r uct i vel y a u g me n t
l ocal communi t i es ' ef f or t s t o s ol ve t he pr obl e ms of ur ba n decay.

I n St . Loui s , t hi s pol i cy i s a ma j or i mpr ove me nt ove r pr evi ous cat egor i cal
gr ant pr ogr a ms . No w, t he ent i r e Ci t y ma y par t i ci pat e i n f or mul a t i on of pol i cy
b y par t i ci pat i ng i n t he pol i t i cal pr oces s . No por t i on of t he Ci t y i s ent i r el y ex-
cl uded f r o m t he benef i t s of expendi t ur es . Feder a l r es our ces ma y n o w be t ur ned
t o t he benef i t of a f ut ur e vi s i on of St . Loui s Ci t y whi c h i s a pr oduc t of br oa d
pol i t i cal cons ens us .

F r o m t hi s per spect i ve, i t ma y be poi nt ed out t hat t he f ut ur e heal t h a n d vi t al i t y
of St . Loui s Ci t y, a s a whol e , i s t he mo s t i mpor t a nt s i ngl e obj ect i ve whi c h wi l l
pr ovi de ma x i mu m f eas i bl e pr i or i t y f or t he ne eds of t he ent i r e r egi on' s l owe r
i nc ome per s ons a mo n g wh o m i mmobi l i t y, s i cknes s , age , a n d ot her condi t i ons
cr eat e a speci al de pe nde nc y up on a heal t hy, vi t al ur ba n c ommuni t y .

Pr opos e d cha nge s i n Feder a l ur ba n pol i cy whi c h woul d r equi r e cent r al ci t i es
t o pr ovi de gr eat er e mpha s i s o n mee t i ng t he nee ds of t he poor wi t hi n nei ghbor -
hoods conf i ned by a whi t e , s ubur ba n noos e wi l l not of f er l ong t e r m r el i ef t o t he
pr obl em of cent r al ci t y decay. Cent r al ci t i es mu s t be vi ewe d a s whol e , ba l anced
communi t i es . Wh e r e t hey a r e not soci o- economi cal l y bal anced, a s mo s t a r e not ,
t hey mu s t be hel ped t o achi eve a sel f - sust ai ni ng ba l ance whi c h wi l l t e r mi na t e
f ut ur e nee d f or Fe de r a l ass i s t ance. Fa i l ur e t o achi eve s uc h a sel f - sust ai ni ng
ba l ance wi l l def eat t he nat i onal obj ect i ves of pr es er vi ng cent r al ci t i es a nd cr eat -
i ng vi abl e, i nt egr at ed ur ba n communi t i es .

No gr eat ci t y c a n r e ma i n a vi t al cent er i f i t be c ome s depe nde nt o n Feder a l
s ubs i di es a n d wel f ar e. Th e ki nd of ass i s t ance cent r al ci t i es r equi r e i s he l p
t owa r d f ul l e c onomi c a n d soci al r ecover y.

Wi t h t hes e cons i der at i ons i n mi nd, we ur ge your s uppor t f or c ha nge s i n t he
f undi ng f or mul a bas ed on a ge of hous i ng whi c h we bel i eve t o be a n ext r emel y
accur at e i ndi cat or of t he f ul l r ange of pr obl ems t ha t r epr esent ur ba n decay.

Ag e of hous i ng i s al so a n excel l ent i ndi cat or of t a x bas e er os i on whi c h r equi r es
f i r st t he el i mi nat i on of muni c i pa l capi t al i mpr ove me nt a n d i nves t me nt pr ogr a ms
l eadi ng t o degr ada t i on of bas i c publ i c faci l i t i es, i . e. , st r eet s, cur bs , s i dewal ks ,
l i ght i ng, s ewer s , et c. Ag e of hous i ng i s al so t he bes t i ndi cat or of t he col l aps e
of t he pr i vat e hous i ng, r eal es t at e a n d i ns ur ance ma r ke t s whi c h r equi r es act i on
t o r es t or e pr i vat e par t i ci pat i on r at her t ha n act i ons t ha t enl ar ge publ i c par t i ci -
pat i on ( s ubs i dy) t hr ough publ i c hous i ng a n d s i mi l ar act i vi t i es. Ag e of hous i ng
I s al so a s ur e i ndi cat or of i ncr eas i ng publ i c s er vi ce d e ma n d s s uc h a s t r as h a n d
di s eas e cont r ol , c ode enf or c eme nt a n d r el at ed act i vi t i es.

We s t r ongl y endor s e t he a ge of hous i ng f or mul a concept a n d bel i eve i t t o be
mos t cons i s t ent wi t h ne i ghbor hood pr eser vat i on obj ect i ves .

An y a t t e mpt t o concent r at e or f ocus c ommu n i t y deve l opme nt act i vi t i es s houl d
be gear ed t o me di a n a ge of t he hous i ng s t ock r at her t ha n soci al or i nc ome char -
act er i st i cs. Su c h a n e mpha s i s woul d bes t r ef l ect act ual ne i ghbor hood pr es er va-
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t i on ne eds a n d r e duce t he wel f a r e or i ent at i on whi c h s ome • woul d mi s t akenl y
i mpos e o n a n essent i al l y phys i cal de ve l opme nt pr ogr a m.

Concur r ent l y, we bel i eve gr eat er e mpha s i s s houl d be pl aced o n phys i cal r e-
habi l i t at i on of hous i ng a n d publ i c f aci l i t i es a s wel l a s cr eat i ng n e w r esi dent i al
ameni t i es i n ol der a r ea s s uch a s n e w par ks , pl aygr ounds , publ i c a n d pr i vat e
i nst i t ut i ons a n d s o f or t h.

Fi nal l y, we not e t ha t t her e i s a cont i nui ng Fe der a l i nt er es t i n di r ect par t i ci -
pat i on i n hous i ng r ehabi l i t at i on a n d n e w cons t r uct i on. We l l i nt ended a s t hi s
ma y be, St . Loui s Ci t y' s exper i ence wi t h HUD—F HA s ugges t s t ha t di r ect Fe de r a l
par t i ci pat i on i s unwor ka bl e . Al t er nat i vel y, we s ugges t e mpha s i z i ng s e condar y
mor t ga ge ma r ke t i nt er vent i on wi t h par t i cul ar e mpha s i s o n encour agi ng mor t ga ge
cr edi t f or hous i ng a n d c omme r c i a l r ehabi l i t at i on. Whi l e t hi s wi l l not be popul a r
wi t h publ i c hous i ng a n d s ubs i dy advocat es , we s ugges t t ha t t he HUD—F HA
appr oac hes ha ve r et ar ded ur ba n r ecover y mo r e t ha n t hey ha ve hel ped whi l e
s i mul t aneous l y di s t or t i ng l ocal pl anni ng a n d deci s i on ma ki ng. Pl ease, cent r al
ci t i es d o not ne e d mo r e publ i c hous i ng. Emp ha s i s s houl d be pl aced o n r es t or i ng
a n d mai nt a i ni ng t he exi s t i ng s t ock of publ i c a n d F H A i ns ur ed hous i ng, mu c h of
whi c h i s va c ant a nd/ or det er i or at i ng.

We hope t hi s wi l l be of as s i s t ance t o you.
Ve r y t r ul y your s ,

J OHN G. ROACH, Di r ect or .
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De a r Mr . Ch a i r ma n :

I t i s t h e u n d e r s t a n d i n g o f t he NATI ONAL ASSOCI ATI ON OF REALTORS®
t h a t t he h e a r i ng s he l d by t he Ho u s e Su b c o mmi t t e e o n Hou s i n g a n d Co mmu n i t y
De v e l o p me n t f r o m Fe b r u a r y 2 8 t o Ma r c h 9 we r e f o r t he pr i ma r y p ur p o s e o f
r e c e i v i n g t e s t i mo ny o n 1 9 7 8 f u n d i n g a u t ho r i z a t i o n s f or e x i s t i n g HUD p r o g r a ms
a n d c o n t i n u i n g t ho s e p r o g r a ms , a s we l l a s r e c e i v i n g t e s t i mo n y o n v a r i o u s
s u b s t a n t i v e a me n d me n t s t o t h os e p r o g r a ms . I t i s o u r f u r t h e r u n d e r s t a n d i n g
t h a t wh i l e wi t n e s s e s we r e n o t , o f c o u r s e , pr o h i bi t e d f r o m pr e s e n t i n g t e s t i mo n y
o n e n t i r e l y n e w p r op o s a l s a n d i d e a s , t he Su b c o mmi t t e e p r e f e r r e d t h a t s u c h
ma t t e r s b e p r e s e n t e d a t a l a t e r t i me .

Ac c o r d i n g l y , t h i s As s o c i a t i o n d i d no t a p p e a r a s a wi t n e s s a t t he
h e a r i n g s . We a r e n ow c o n s i d e r i n g a n u mb e r o f ne w p r o p o s a l s t o a s s i s t i n
t h e r e v i t a l i z a t i o n o f o ur c i t i e s a n d h a l t i ng t h e s p r e a d o f u r b a n bl i ght .
At t hi s ve r y t i me , o ur Le g i s l a t i v e Co mmi t t e e a n d o t h e r d e c i s i o n- ma k e r s a r e
me e t i n g t o d e c i d e o u r p o l i c y wi t h r e s p e c t t o t he s e ne w p r o p o s a l s . We ho p e
t o f i n a l i z e c o n s i d e r a t i o n o f t h e s e ma t t e r s wi t h i n t h e v e r y n e a r f u t u r e .
Th a t i s wh y we hop e t ha t we wi l l ha v e t he o p p o r t u n i t y t o p r e s e n t t he s e
p r o p o s a l s b e f or e y ou a n d y our Su b c o mmi t t e e f o r c o n s i d e r a t i o n l a t e r o n
t hi s y e a r .

No t wi t h s t a n d i n g , t h e Na t i o n a l As s o c i a t i o n o f REALTORS i s v i t a l l y
i n t e r e s t e d i n t he l e g i s l a t i v e p r o p o s a l s wh i c h we r e t he s u b j e c t s o f yo ur
h e a r i n g s . We r e s pe c t f u l l y r e q u e s t t h a t t h i s l e t t e r c o n t a i n i ng REALTOR
p o s i t i o n s o n t h o s e s u b j e c t s be c a r e f u l l y c o n s i d e r e d by t h e Su b c o mmi t t e e i n
i t s f u r t h e r d e l i b e r a t i o n s o f t h o s e p r o p o s a l s . I t i s a l s o r e q ue s t e d t ha t t h i s
l e t t e r be ma d e a p a r t o f t h e he a r i n g t r a n s c r i p t .

Yo u a r e p r e s e n t l y c o n s i d e r i n g p r o p o s a l s t o e x t e n d bot h t he r e g u l a r
a n d e me r g e n c y f e d e r a l f l o o d i n s u r a n c e p r o g r a ms . REALTORS g e ne r a l l y s up p o r t
t h e c o n c e p t o f t h e f e d e r a l f l oo d i n s ur a n c e p r o g r a m. We be l i e ve a n a c c u r a t e l y
ma p p e d a n d a c t ua r i a l l y s o u nd p r og r a m i s t h e k e y t o a na t i o n a l f l o o d i n s u r a n c e
pr o g r a m. Ho we v e r , o u r As s o c i a t i o n h a s b e e n c o n t i n u a l l y t r o u bl e d b y c e r t a i n
a s p e c t s o f t h e p r o g r a m.
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Th e a c c u r a c y o f t he 1 0 0- y e a r f l o o d ha z a r d b o u n d a r y ma p s h a s b e e n
q ue s t i o n e d i n a n umb e r o f c i r c u ms t a n c e s . I t i s ou r u n d e r s t a n d i n g t h a t t h e r e
a r e a l t e r n a t i v e me t h o d s t o d e t e r mi n e 1 0 0- y e a r f l o o d l e v e l s t h a t ma y b e mo r e
a c c u r a t e t h a n t h e me t h o d s p r e s e n t l y b e i n g e mp l o y e d . We u r g e t h e Su b c o mmi t t e e
t o d i r e c t t he Fe d e r a l I n s u r a n c e Ad mi n i s t r a t i o n t o i n v e s t i g a t e a l t e r n a t i v e
me t h o d s . I n l i g ht o f t he c o n t i n u i n g c o n t r o v e r s y o ve r t he a c c u r a c y o f t he
f l o od h a z a r d b o u n d a r y ma p s , we r e q u e s t t h a t a 5 0- y e a r f l o od l e v e l s t a n d a r d
be c o ns i de r e d i n l i e u of t he p r e s e n t 1 0 0- y e a r f l o od l e ve l c r i t e r i a . Th i s
r e du c t i o n i n t h e f l o o d l e v e l s t a n da r d wou l d e x e mp t a r e a s wi t h a v e r y l ow
f r e q u e n c y o f f l o o d i n g wh e r e mu c h o f t h e c o n t r o v e r s y i s ge n e r a t e d .

We a r e a l s o c o n c e r n e d a n d t r ou b l e d b y t h e p u ni t i v e e n f o r c e me n t me a s u r e s
i n t he d e n i a l o f c o n v e n t i o n a l f i n a n c i n g b y f e d e r a l l y - c h a r t e r e d a nd i n s ur e d
l e n di n g i n s t i t u t i o n s i n t h o s e a r e a s whi c h f a i l t o me e t c e r t a i n r e q u i r e me n t s
o f t he p r o g r a m. Th i s As s o c i a t i o n b e l i e v e s t he u s e o f t hi s t ype o f e c o n o mi c
s a n c t i o n a g a i n s t t he Ame r i c a n pe o p l e t o f o r c e l oc a l g o v e r n i n g b o d i e s t o a c c e p t
f e d e r a l d i c t a t e s i s i n e x c e s s o f t r a d i t i o n a l f e d e r a l p owe r s . We t r u s t Co n g r e s s
i s a wa r e o f t he f u l l i mp l i c a t i o n s t h a t s a n c t i o n s o f t h i s n a t u r e h a v e o n t he
pe o p l e .

We a r e o f c o u r s e a wa r e t h a t t h e r e g u l a r f l o o d i n s u r a n c e p r o gr a m
pr e s e n t l y e x p i r e s o n J un e 3 0 , 1 9 7 7 , a n d t h e e me r g e n c y pr o g r a m e x pi r e s o n
Se p t e mb e r 3 0 . We s t r o n g l y u r g e t ha t t h e Su b c o mmi t t e e e xt e nd t h e r e g u l a r
p r o g r a m f or t h r e e mo n t h s s o t h a t h e a r i n g s c o ul d b e s c h e du l e d wi t h i n t he ne a r
f u t u r e t o d i s c u s s mo r e f u l l y a l l t h e a s p e c t s o f t h i s pr og r a m b e f o r e i t i s
e xt e n de d f or o n e y e a r . We be l i e ve a p r o g r a m o f s u c h ma g n i t u d e a s t h e f l o od
i n s u r a n c e p r o gr a m d e s e r v e s mo r e c a r e f u l a n d t h o r o u g h r e v i e w t h a n i t h a s t h us
f a r b e e n g i v e n p r i or t o b e i n g e x t e n d e d .

I n t he HUD l e g i s l a t i v e p a c k a g e r e c e n t l y s e n t t o y o u , Se c r e t a r y Ha r r i s
r e q ue s t e d a n i n c r e a s e i n t h e ma xi mu m mo r t g a g e a mo u n t s f o r l o a ns i n s ur e d u n d e r
Se c t i o n s 2 0 3 ( b ) , 2 2 2 a nd 2 3 4 . We s u p p o r t t h i s i nc r e a s e i n mo r t g a g e a mo u n t
c o v e r a g e a s n e c e s s a r y t o a d j u s t t he FHA l i mi t s t o c u r r e n t ma r k e t p r i c e s i n
h o u s i n g .

Du r i n g Wo r l d Wa r I I , FHA i ns ur e d a l mo s t 5 0 7 o f t h e mo r t g a g e l o a n s i n
Ame r i c a . Ho we v e r , t he FHA ma r k e t t od a y i s o n l y a b o u t 57 o f i n s u r e d mo r t g a g e
l o a n s . We b e l i e ve t h a t mo r e e f f e c t i v e o p e r a t i o n s o f FHA wo ul d be a t t a i n e d
t hr o ug h t hi s t y p e o f a d d e d f l e x i b i l i t y .

I n 1 9 6 9 , wh e n t h e ma x i mu m mo r t ga g e r a t e i n s ur a b l e b y FHA u n d e r t he s e
p r o g r a ms wa s c ha n g e d f r o m $ 3 0 , 0 0 0 t o $ 3 3 , 0 0 0 , o n l y a r o un d 247 o f t he s i n g l e - f a mi l y
h o me s we r e s o l d a t a c o s t o f $ 3 0 , 0 0 0 or mo r e . At t h a t s a me t i me , a n e s t i ma t e d
6 . 87 we r e pr i c e d a b o v e $ 4 5 , 0 0 0 . I n 1 9 7 4 , wh e n t h e ma x i mu m i n s u r a b l e mo r t g a g e
r a t e s we r e i nc r e a s e d f r o m $ 3 3 , 0 0 0 t o $ 4 5 , 0 0 0 , o v e r 5 1 % o f t h e s i n g l e - f a mi l y
s a l e s we r e $ 3 0 , 0 0 0 o r mo r e , a n d a l mo s t a n e s t i ma t e d 2 1 5 s ol d f or $ 4 5 , 0 0 0 o r
o v e r . To d a y , i nf l a t i o n h a s c r e a t e d t h e ne e d f or e v e n h i g h e r i n s u r a b l e p r i c e s .
Ove r 7 0 5 o f t h e h o me s s ol d t o da y c omma n d a s a l e s p r i c e o f $ 3 0 , 0 0 0 o r mo r e , a n d
4 0 . 7 5 o f t h e m c o s t a t l e a s t $ 4 5 , 0 0 0 . Ra i s i n g t he FHA l i mi t t o $ 6 0 , 0 0 0 a t t h i s
t i me wou l d e n a b l e a n a d d i t i o n a l 2 0 5 o f t he e x i s t i n g h o me ma r k e t t o t a ke a d v a n -
t a ge o f FHA- i n s u r e d l o a n s .

Al t h o u g h t h i s As s o c i a t i o n s u p po r t s a n i nc r e a s e i n ma x i mu m i n s u r a b l e
a mo u n t s f o r FHA p r og r a ms , we f e e l t ha t a mo r e e q u i t a b l e a p p r o a c h t o p r o v i di n g
c o v e r a g e f o r mo r e h o me b u y e r s wo u l d be b a s e d on a r e g i o na l or mo r e l o c a l i z e d
r a t e o f 1 5 0 5 o f me d i a n- p r i c e d h o me s . Fo r e x a mp l e , wh e r e a s t he ma x i mu m i n s u r a b l e
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l o a n s f o r t h e No r t h e a s t , No r t h Ce n t r a l a n d So u t h e r n a r e a s o f t he n a t i o n
wou l d b e l e s s t h a n $ 6 0 , 0 0 0 , t h e We s t e r n Re g i o n wo u l d r e q ui r e c o v e r a g e f o r
h o me s s ol d a t $ 7 7 , 7 0 0 . ( Se e Ex h i b i t 1 f or a n a n a l y s i s o f s t a t i s t i c s r e l a t i n g
t o e x i s t i n g s i n g l e - f a mi l y h o me s a l e s pr i c e s a s o f J a n u a r y 1 9 77 o n a r e g i o n a l
b a s i s . Th e s a l e s p r i c e of ne w h o me s , o f c o u r s e , wou l d g e n e r a l l y b e h i g h e r . )

Si mi l a r l y , u nd e r c u r r e n t l a w, t h e Fe d e r a l Na t i o n a l Mo r t g a g e As s o c i a t i o n
( FNMA) i s s t a t u t o r i l y l i mi t e d t o $ 5 5 , 0 0 0 i n t h e a mo u n t s o n c o n v e n t i o n a l mo r t g a g e s
i t c a n a c q u i r e . As we h a v e e a r l i e r a d v o c a t e d a o n e - t h i r d i nc r e a s e i n t he FHA
l i mi t s , we a l s o r e q u e s t a n a me n d me n t t o Se c t i o n 3 0 2 ( b ) o f t h e Na t i o n a l Ho u s i n g
Ac t t o pe r mi t a o n e - f o u r t h i n c r e a s e , f r o m $ 5 5 , 0 0 0 t o $ 6 8 , 7 5 0 ; i n t h e c o n v e n t i o n a l
mo r t g a g e s wh i c h FNMA c a n p u r c h a s e . Li k e wi s e , o f c o u r s e , t h e Fe d e r a l Ho me Lo a n
Mo r t g a g e Co r po r a t i o n s ho u l d be g i v e n s i mi l a r a d d i t i o n a l p u r c h a s i n g a u t h o r i t y
b y a me n d i n g Se c t i o n 3 0 5 ( a ) ( 2 ) o f t he Fe d e r a l Ho me Lo a n Mo r t g a g e Co r p o r a t i o n Ac t
( P. L. 9 1 - 3 5 1 a s a me n d e d by P. L. 9.3 - 3 8 3 a nd P. L. 9 3 - 4 9 5 ) .

We a r e i n f u l l s u p p o r t o f Se c r e t a r y Ha r r i s ' r e c o mme n d a t i o n r e g a r d i n g
l o we r d o wn p a y me n t s f o r p r o p e r t i e s o f a t l e a s t $ 2 5 , 0 0 0 i n s ur e d u n d e r Se c t i o n s
2 0 3 ( b ) , 2 2 2 a n d 2 3 4 . Th i s mo v e , ma d e i n c o n j u n c t i o n wi t h h i gh e r i n s u r a b l e
mo r t g a g e s , s ho ul d i n c r e a s e t h e n u mb e r o f po t e n t i a l h o me o wn e r s i n t he Un i t e d St a t e s .

Se c r e t a r y Ha r r i s a l s o r e qu e s t e d a n e x t e n s i o n o f h e r a u t h o r i t y t o s e t
FHA i n t e r e s t r a t e s . Th e Na t i o n a l As s o c i a t i o n , h o we v e r , s u p p o r t s t h e f r e e i n g o f
i n t e r e s t r a t e s o n FHA- i ns u r e d mo r t g a g e s o r t h e f r e e n e g o t i a t i o n o f a n y d i s c o u n t
p o i nt s b e t we e n t he b u y e r a n d s e l l e r . Th e c u r r e n t s y s t e m o f i n t e r e s t c e i l i n g s
a n d c h a r g i n g o f p oi n t s d i s c o u r a g e s p a r t i c i p a t i o n i n t h e FHA ma r k e t a n d r e s u l t s
i n h i g h e r r e a l c o s t s t o t he h o me b u y e r .

I n t h e pr op os e d " Na t i o n a l Ho u s i n g Ac t o f 1 9 7 7 " Se c r e t a r y Ha r r i s
s t i p u l a t e d t h a t a mo r t g a g e i s l i mi t e d t o 9 0 % o f t h e a pp r a i s e d v a l u e f or
p r o p e r t i e s i n e x i s t e n c e l e s s t h a n o n e ye a r a nd n o t p r e v i o u s l y i ns u r e d b y FHA.
We r e q u e s t t h a t s e r i o u s c o n s i d e r a t i o n b e g i v e n t o i n s u r i ng t h e s e p r o p e r t i e s
i n c o n f o r ma n c e wi t h o l d e r e x i s t i n g s t r u c t u r e s i f t he y c o mp l y wi t h l o c a l c o d e s
wh i c h h a v e b e e n d e t e r mi n e d t o b e e qu a l t o or mo r e s t r i n g e n t t h a n FHA' s mi n i mu m
p r op e r t y s t a n d a r d s . Suc h a mo v e b y t h e De p a r t me n t wo u l d b e r e a l i s t i c n o t o n l y
f r o m t h e s t a n d p o i n t o f t h e mo r t g a g e l e n d e r , b u t a l s o a s a d e t e r r e n t t o
u n n e c e s s a r y p r o c e s s i n g d e l a y s .

Mo r e o v e r , t h e Na t i o n a l As s o c i a t i o n o f REALTORS e n d o r s e s t he Se c r e t a r y ' s
r e c o mme n d a t i o n s t o c o n v e r t t h e Se c t i o n 2 4 5 e x p e r i me n t t o a p e r ma n e n t p r o g r a m
a n d r e mo v e t h e o n e p e r c e n t l i mi t a t i o n o f HUD' s i n s u r i n g c a p a c i t y d e s i g n a t e d
f o r t h e Gr a du a t e d Pa y me n t Mo r t g a g e Pr o g r a m. Th i s As s o c i a t i o n i s o n r e c or d
e n d o r s i n g Se c t i o n 2 4 5 a s a p o s i t i ve s t e p t o wa r d b e n e f i t i n g y o u n g f a mi l i e s a n d
f i r s t - t i me h o me b u y e r s wh o c a n n o t now a f f o r d h o u s i n g b e c a u s e o f h i g h mo n t h l y
mo r t g a g e pa y me nt s . Th e n a t i o n ' s 5 0 0 , 0 0 0 REALTORS c o n t i n u e t o s t a nd r e a d y t o
h e l p f a mi l i a r i z e t h e p u bl i c wi t h t he a d v a n t a g e s of t he ne w p l a n , e s p e c i a l l y
i n a r e a s wh e r e HUD o f f i c e s a r e n o t l o c a t e d .

Wi t h t he r e mo v a l o f t h e o n e p e r c e n t l i mi t a t i o n , h o we v e r , e mp h a s i s
s h o ul d b e g i ve n t o mo r e s t r i n g e n t a d e q u a t e u n d e r wr i t i n g s t a n d a r d s . Un t i l t he
p r e s e n t t i me , t h e c r i t e r i a a p p l i e d t o t he 2 4 5 p r og r a m h a v e b e e n t he s a me a s
t h os e us e d f or t h e 2 0 3 ( b ) pr o g r a m. We r e c o g n i z e t h e d e s i r a b i l i t y o f t hi s mo d e
o f o p e r a t i o n d u r i n g t h e e x p e r i me n t a l pe r i o d o f t he p r o g r a m, s i n c e i t wa s n e c e s s a r y
t o d o c u me n t t h e c a u s a l f a c t o r s e n g e n d e r i n g s u c c e s s e s a nd f a i l u r e s . Fu l l i mp l e -
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me n t a t i o n o f t h e p r o g r a m r e q u i r e s mo r e c a u t i o u s p r o c e d ur e s be p ut i n t o e f f e c t .
Ch a n c e s o f d e f a u l t a n d f o r e c l o s u r e a r e i n c r e a s e d c o n s i d e r a b l y wi t h t h e ne g l e c t
t o c o n s i d e r f u t u r e e a r n i n g p o we r o f p o t e n t i a l mo r t g a g e s a s we l l a s f o r e c a s t e d
a p p r e c i a t i o n o f t h e pr o p e r t i e s t o b e i n s u r e d . Ca r e mu s t b e t a ke n t o mi n i mi z e
u n d u e p o t e n t i a l d r a i n o n t he FHA i n s u r a n c e f u n d .

Se c r e t a r y Ha r r i s a l s o p r o p o s e d a n i n c r e a s e i n mo r t g a g e a mo u n t s f o r t h e
2 3 5 p r o g r a m. Al t h o u g h t h i s As s o c i a t i o n r e c o g n i z e s t h e n e e d f o r t he 2 3 5 pr o g r a m
f o r l o w i n c o me h o me b u y e r s , a n d s u p p o r t s t he c o n c e p t t h a t h o me o wn e r s h i p s ho u l d
be wi t h i n t he r e a c h o f a l l Ame r i c a n s , we op p o s e a ny a d d i t i o n a l f u n d i n g f or t h i s
p r o g r a m. Gi v e n t he a d d e d f l e x i b i l i t y o f t h e o t h e r mo r t g a g e i n s u r a n c e p r og r a ms
g r a n t e d t h r o ug h d e c r e a s e s i n d o wn p a y me n t s a n d gr a du a t e d p a y me n t mo r t g a g e s , t h e
ne e d f o r g o v e r n me n t s ub s i d y t h r o u g h t h i s p r o g r a m h a s b e e n d i l u t e d . Si mi l a r l y ,
t h i s As s o c i a t i o n o p p o s e s a d d i t i o n a l f u n d i n g o f t he FHA Se c t i o n 2 3 6 p r o g r a m.
Pa r t i c u l a r l y s i n c e a d e q u a t e h o u s i n g i s e f f e c t i v e l y me e t i n g t he n e e d s o f l ow a n d
mo d e r a t e i n c ome f a mi l i e s a s a r e s u l t o f t h e Se c t i o n 8 p r o g r a m, f i s c a l r e s p o n -
s i b i l i t y wo u l d d e ma n d a c e s s a t i o n o f f u r t h e r i n c r e a s e s i n t h e s e p r o g r a ms .

We a p p l a u d e f f o r t s ma d e by t h e Ad mi n i s t r a t i o n a n d me mb e r s o f Co n g r e s s
i n r e c e n t mo n t h s t o p r o vi d e mo r e h o u s i n g i n i n n e r c i t i e s a n d s u b s e q u e n t l y d i v e r t
t h e d e c l i n e o f u r b a n n e i g h b o r h o o d s . Ac t i o n s s uc h a s Cha i r ma n As h l e y ' s i n t r o -
d u c t i o n o f t he Fe d e r a l Sh a r e d Ri s k I n s u r a n c e Ac t l a s t s e s s i o n wou l d i mme n s e l y
s p e e d t he r e c o v e r y p r o g r a m, a n d we l o o k f o r wa r d t o r e s u b mi s s i o n o f t hi s b i l l .

Th e Na t i o n a l As s o c i a t i o n o f REALTORS s u p p o r t s t h e c o n t i n u a t i o n o f t h e
Se c t i o n 8 r e n t a l h o u s i n g a s s i s t a n c e p r o g r a m a t r e a l i s t i c f u n d i n g l e v e l s t o
a s s i s t l ow a n d v e r y l ow i n c o me f a mi l i e s t o o b t a i n s a f e , d e c e n t a n d a de q u a t e
r e n t a l u n i t s i n e x i s t i n g h o u s i n g .

REALTORS b e l i e v e t h a t t he Se c t i o n 8 r e n t a l a s s i s t a n c e p r o g r a m i n i t s
b a s i c s t a t o r y f o r m i s t he b e s t a nd l e a s t c o s t l y p r o g r a m y e t d e v i s e d b y Co n g r e s s
f o r ho u s i n g l o w a n d v e r y l ow i n c o me f a mi l i e s i n e x i s t i n g h o u s i n g . Fu r t h e r mo r e ,
t he As s o c i a t i o n e mp h a s i z e s i t s s u p p o r t o f t h e Se c t i o n 8 pr o gr a m b e c a u s e i t i s a
r e a d y - ma d e t o o l t o h e l p s a v e a n d r e v i t a l i z e t h e i n v e n t o r y o f e x i s t i n g h o u s i n g
i n i n n e r c i t i e s a nd d e c l i n i n g u r b a n a r e a s - - a g o a l wh i c h i s no t o nl y s u p p o r t e d
by t h i s As s o c i a t i o n b u t a l s o b y t h e Ad mi n i s t r a t i o n , ma n y i n t h e Co n g r e s s , l o c a l
a n d s t a t e g o v e r n me n t s a n d t h e p u b l i c .

Th e Se c r e t a r y o f HUD h a s p r o p o s e d a l e v e l o f 4 0 0 , 0 0 0 s u b s i d i z e d r e n t a l
u n i t s f o r f i s c a l y e a r 1 9 7 8 , a n d s h e ha s r e q u e s t e d a n n u a l c o n s t r i b u t i o n s c o n t r a c t
a u t h o r i t y ( ACCA) o f $ 1 . 1 9 7 b i l l i o n t o ma i n t a i n t h a t l e v e l o f u n i t s . Wh i l e t h i s
As s o c i a t i o n g e n e r a l l y s u p p o r t s t he l e ve l o f s u bs i d i z e d u n i t s s u g g e s t e d by t h e
Se c r e t a r y , we d o no t s u p p o r t r e v i s i n g t he o l d c o n v e n t i o n a l p u bl i c h o u s i n g p r o gr a m
t o a t t a i n t ha t l e v e l o f s u b s i d i z e d u n i t s , a n d we o p p o s e t he e a r ma r k i n g o f
Se c t i o n 8 ACCA t o r e v i v e t h a t p r o g r a m. Th e a r g u me n t s ma d e be f o r e yo u r Su b -
c o mmi t t e e a t h e a r i ng s i n 1 9 7 3 a n d 1 9 7 4 i n f a v o r o f t h e Se c t i o n 8 r e n t a l a s s i s t a n c e
p r o g r a m a nd wh i c h c o n v i n c e d y o u r Su b c o mmi t t e e a n d Co n g r e s s t o e l i mi n a t e t he o l d
c o n v e n t i o n a l , h i gh- d e n s i t y , i n s t i t u t i o n a l i z e d , c r i me - r i d d e n p u b l i c h ou s i n g
p r o g r a m r e ma i n v a l i d a n d s t i l l p r e v a i l . Ac c o r d i n g l y , we be l i e ve t h e Se c r e t a r y
c a n a t t a i n h e r g o a l s by u s i n g t h e Se c t i o n 8 pr o g r a m s o l e l y . We s i n c e r e l y h o pe
t h e Su b c o mmi t t e e wi l l r e j e c t e a r ma r k i n g o f Se c t i o n 8 ACCA f o r r e v i v i n g t he
c o n v e n t i o n a l p u b l i c h o u s i n g p r o g r a m.

Th i s As s o c i a t i o n s u p p o r t s c o n t i n u a t i o n o f t h e Commu n i t y De v e l o p me n t
Bl o c k Gr a n t Pr o g r a m a s a c o n t i n u i n g me a n s o f h e l p i n g t o r e v i t a l i z e a n d s a v e

o u r c i t i e s .
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REALTORS a l s o s u p p or t c o n t i n u a t i o n o f t h e Ur b a n Ho me s t e a d i n g Pr o g r a m
a t t h e l e v e l o f f u n d i n g r e c o mme nd e d b y t he Se c r e t a r y o f HUD.

We l i k e wi s e s u p p o r t t he c o n t i n u a t i o n o f t he Se c t i o n 3 1 2 r e h a b i l i t a t i o n
l oa n p r og r a m a s o n e of t h e ma j o r t o o l s f or h e l p i n g t o p r e s e r v e t he i n v e n t o r y
o f e x i s t i n g h o u s i n g . We e x p e c t t o h a v e f u r t h e r c o mme n t s a nd p r o p o s a l s wi t h
r e s p e c t t o t h e Se c t i o n 3 1 2 p r o gr a m a t a l a t e r t i me .

Th i s As s o c i a t i o n s u pp o r t s c o n t i n u e d f u n d i n g o f t he Se c t i o n 7 0 1
c o mpr e h e n s i ve p l a n n i n g a s s i s t a n c e p r og r a m. We a r e a wa r e t h a t a f t e r Au g u s t 2 ,
1 9 7 7 no 7 0 1 p l a nn i ng g r a nt s wi l l b e a wa r d e d u n l e s s a n a p p l i c a n t ' s c o mp r e h e n s i v e
p l a n i n c l u d e s a " h o u s i n g a nd l a nd u s e e l e me n t . " REALTORS s u p p o r t c o mp r e h e n s i v e
p l a nn i n g a t t h e l o c a l l e v e l . We c a u t i o n , h o we v e r , a g a i n s t f e d e r a l c r i t e r i a
f o r t h e d e v e l o p me n t o f t he l a nd u s e a nd h o u s i n g e l e me n t wh i c h c ou l d o p e n t h e
d oo r f o r a s u b s t a n t i v e f e d e r a l r e v i e w o f e s s e n t i a l l y l oc a l ma t t e r s . Ag a i n ,
we wo u l d we l c o me t h e o p p o r t u n i t y t o c o mme n t o n t hi s ma t t e r i n t h e f u t u r e .

We a p p r e c i a t e t he o p p o r t u n i t y t o s u b mi t o u r v i e ws i n t h i s ma n n e r
t o y ou a nd t h e Su b c o mmi t t e e .

Si n e y ,

Al b e r t E. Ab r a h a ms
Vi c e - Pr e s i d e n t
Go v e r n me n t Af f a i r s
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Exh i bi t 1

Exi s t i n g Si ngl e - Fa mi l y Ho me Sa l e s Pr i c e s
a s o f J a nua r y 19 77

No r t h e a s t
Re gi o n

Nor t h Ce nt r a l
Re g i on

Sout h e r n
Re gi o n

We s t e r n
Re gi o n

Me d i a n Sa l e s Pr i c e

Pe r c e n t a ge o f Si ng l e -

$ 3 9 , 90 0 $ 3 4 , 2 0 0 $ 3 7, 6 00 $ 5 1 , 80 0

Fa mi l y Ho me s Sol d a t
$5 0 , 0 0 0 +

Pe r c e n t a ge o f Si n gl e -

3 1. 6 20. 1 29. 8 5 3. 1

Fa mi l y Ho me s Sol d a t
$ 60 , 0 0 0 +

Ma xi mum FHA I ns ur a bl e
Amo unt s ( b a s e d o n 1507
o f Me d i a n Sa l e s Pr i c e )

18. 5

$ 5 9 , 8 5 0

10 . 8

$ 5 1 , 3 0 0

17 . 3

$ 5 6 , 4 0 0

3 5. 6

$ 77 , 70 0

Sour c e : NATI ONAL ASSOCI ATI ON OF REALTORS®
De pa r t me n t o f Ec ono mi c s a n d Re s e a r c h
Fe br ua r y 1977
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AASSOCI ATI ON OF
REHABI LI TATI ON
FACI LI TI ES .

5530 WI SCONSI N AVENUE, SUI TE 955, WASHI NGTON, D. C.

Di rector
T. P. Hi pkens

Ma r c h 28 , 1977

The Honor a bl e Thoma s As hl e y
Cha i r ma n
Commi t t e e on Ba nki ng, Cur r e nc y a nd Hous i ng
Subc ommi t t e e on Hous i ng a nd Communi t y

De ve l opme nt
Room 2129 Ra ybur n Hous e Of f i c e Bui l di ng
Wa s hi ng t on , D. C. 20515

De a r Mr . As hl e y :

We unde r s t a nd t ha t t he Subc ommi t t e e on Hous i ng a nd Communi t y De ve l opme nt
ha s c ompl e t e d pub l i c he a r i ngs on e xt e ns i on a nd r e ne wa l s o f t he Communi t y
De ve l opme nt Ac t , a nd i s i n t he pr oc e s s o f ma ki ng i t s r e c omme nda t i ons t o t he
f u l l c ommi t t e e . On Fe br ua r y 16 , 1977 we r e que s t e d a n oppor t uni t y t o t e s t i f y
be f or e your c ommi t t e e c onc e r n i ng pr ov i s i ons o f t he Communi t y . De ve l opme nt Pr o-
g r a m a nd t he i r a f f e c t on c e nt e r s f o r t he ha ndi c a ppe d . We we r e a dvi s e d t ha t
ou r wr i t t e n c omme nt s woul d be c ons i de r e d f or t he r e c or d. Enc l os e d i s a pos i t i on
pa pe r s umma r i z i ng ou r c onc e r ns r e ga r di ng c e n t e r s f o r t he ha nd i c a ppe d .

Thi s pos i t i on r e pr e s e nt s t he vi e ws o f t he mor e t ha n 1, 000 r e ha b i l i t a t i on
f a c i l i t i e s ( " c e n t e r s f o r t he ha ndi c a ppe d" ) whi c h a r e i ns t i t u t i ona l me mbe r s o f
t he As s oc i a t i on a nd ou r s t a t e c ha pt e r o r ga ni z a t i ons . ARF i s c ompos e d o f a
boa r d c r os s - s e c t i on o f c ommuni t y- ba s e d c e nt e r s s e r vi ng ha nd i c a ppe d i n t he
Uni t e d St a t e s . Mor e t ha n 300, 000 ha ndi c a ppe d c i t i z e ns a r e s e r ve d a nnua l l y a nd
pr ovi de d a r a nge o f voc a t i ona l r e ha b i l i t a t i on , phys i c a l r e s t o r a t i on , a nd ot he r
r e l a t e d a nd a l l i e d r e ha b i l i t a t i on s e r vi c e s i n t he c ommuni t i e s s e r ve d by t he s e
a ge nc i e s . The s e p r ogr a ms a r e f oc us e d upon i mpr ovi g t he s e l f - s u f f i c i e nc y a nd
ma xi ma l s oc i e t a l a nd e c onomi c f unc t i oni ng o f t he ha ndi c a ppe d i n a pe r s ona l i z e d
a nd i ndi vi dua l i z e d wa y.

I t i s ou r hope t ha t you a nd your c ommi t t e e wi l l c ons i de r t he e nc l os e d a nd
a me nd t he Communi t y De ve l opme nt Ac t t o i mpr ove a nd i nc r e a s e t he s uppor t t o ha nd-
i c a ppe d c i t i z e ns a f f or de d unde r i t s p r ov i s i ons . I f a ddi t i ona l i n f o r ma t i on o r
s uppor t i ve doc ume n t a t i on i s r e qu i r e d we wou l d be p l e a s e d t o a s s i s t i n pr ovi di ng
t h i s .

Your s s i nc e r e l y,

Q0.-s1.40 s
Cha r l e s S . Ri c hma n
Di r e c t o r , Pr ogr a m De ve l opme nt
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Pr e pa r e d by : Cha r l e s S. Ri c hma n
Da t e : Ma r c h 28 , 197 7

5530 WI SCONSI N AVENUE, SUI TE 955, WASHI NGTON, D. C.

POSI TI ON PAPER

ELI GI BI LI TY OF
PRI VATE NON- PROFI T CENTERS FOR THE HANDI CAPPED

UNDER THE
COMMUNI TY DEVELOPMENT ACT

HI STORI CAL BACKGROUND:

I n Fe br ua r y 1976 a me mbe r o r ga n i z a t i on a dvi s e d t he As s oc i a t i on o f Re ha bi l i t a t i on

Fa c i l i t i e s t ha t t he De pa r t me n t o f Hous i ng a nd Ur ba n De ve l opme nt s t a t e d t ha t s he l t e r e d

wor ks hops we r e no t e l i gi b l e f o r pa r t i c i pa t i on unde r Ti t l e I o f t he Hous i ng a nd Commun-

i t y De ve l opme n t Ac t o f 1974 ( F L . 93 - 383) . Ac c o r di ng t o r e gul a t i ons i s s ue d on J a nua r y

19 , 1976 by HUD, Of f i c e o f t he As s i s t a nt Se c r e t a r y f o r Communi t y Pl a nn i ng a nd De ve l op -

me n t , Pa r t 5 70 Subpa r t C s pe c i f i e d r ul e s f o r de t e r mi n i ng t he e l i g i b i l i t y o f a c t i vi t i e s

t o be c a r r i e d ou t unde r t he p r og r a m. I n pa r a gr a ph 570. 201 i t s pe c i f i e d :

" ( 3 ) a ny f a c i l i t y whos e s e r v i c e i s c ommuni t y wi de , o r whos e f unc t i on i s by i t s

na t u r e c ommuni t y wi de un l e s s i t s e r ve s a n e n- i r e c ommuni t y o f unde r 10 , 000

popu l a t i on o r i s e xp r e s s l y a ut hor i z e d o t he r t ha n a s a ne i ghbor hood f a c i l i t y

by 570 . 200 ( a ) ( 2 ) . Exa mpl e s o f f a c i l i t i e s whi c h woul d or d i na r i l y be i ne l i g i bl e

a s be i ng c ommuni t y - wi de a r e c e nt r a l s oc i a l s e r v i c e f a c i l i t i e s , s he l t e r e d wor k -

s ho ps , gr oup home s , a nd ha l f wa y hous e s . "

Si nc e s he l t e r e d wor ks hops a r e a mong a c ons t i t ue nt g r oup o f t he As s oc i a t i on , ARF

j o i ne d wi t h o t he r gr oups s e r v i ng t he ha nd i c a ppe d s uppor t i ng pa s s a ge o f HR 12945 , The

Hous i ng Aut ho r i z a t i on Ac t o f 1976 a nd i t s c ompa ni on me a s ur e S 3295. Th e s e me a s u r e s

a me nde d Ti t l e I s t i pu l a t i ng t he " c e n t e r s f o r t he ha nd i c a ppe d" be e l i g i b l e f o r a s s i s t a nc e ,

i nc l udi ng a c qu i s i t i on , c ons t r uc t i on , r e c ons t r uc t i on o r i n s t a l l a t i on , unde r t he Communi t y

De ve l opme nt Pr og r a m. The Hous e Re por t on HR 12945 no t e d:
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" Se c t i on 10 ( b ) woul d c or r e c t a n ove r s i gh t i n t he or i g i na l Hous i ng a nd

Communi t y De ve l opme nt Ac t o f 1974 by ma k i ng t he p r ov i s i on o f c e nt e r s

f o r t he ha nd i c a ppe d a s an e l i g i bl e a c t i v i t y unde r t he c ommuni t y de ve l op -

me n t p r og r a m. Suc h c e n t e r s , wh i c h c ou l d i nc l ude s he l t e r e d wor ks hops ,

a r e ge ne r a l l y a na l a gous t o s e n i or c e nt e r s wh i c h we r e p r ovi de d f o r i n

t he or i g i na l a c t . "

Th i s a me ndme nt wa s f i na l l y i nc l ude d i n t he Hous i ng Aut ho r i z a t i on Ac t o f 1976

94- 375 ) s i gne d i n t o l aw on Augus t 3 , 1976. I t wa s a s s ume d t ha t pa s s a ge o f t h i s

a me ndme nt wou l d e l i mi na t e i mpe d i me n t s t o f ul l pa r t i c i pa t i on o f " c e n t e r s f o r t he ha nd-

i c a ppe d" , i nc l ud i ng s he l t e r e d wor ks hops , wi t hi n t he Communi t y De ve l opme n t Pr ogr a m.

On Oc t obe r 4 , 1976 HUD i s s ue d i nt e r i m r u l e s a nd r e gul a t i ons r e ga r d i ng " c e n t e r s f o r

t he ha nd i c a ppe d" i n o r de r t o i mpl e me nt t he a me ndme n t s . The s e i nt e r i m r u l e s r e i t e r a t e d

t he r e qui r e me n t f o r publ i c owne r s h i p o f f a c i l i t i e s e l i gi b l e f o r a s s i s t a nc e unde r Se c t i on

15( b ) o f t he Hous i ng Au t hor i z a t i on Ac t o f 1976 ( 2 4 ( CFR Pa r t 570 ) . I n r e s pons e t o t he

r e que s t f o r c omme nt s , ARF s ubmi t t e d r e c omme nda t i ons r e ga r di ng t he na t u r e , pu r p os e , a nd

pr ogr a m o f " c e nt e r s f o r t he ha nd i c a ppe d" a nd o t he r a s pe c t s o f t he p r e pos e d r e gul a t i ons .

I n t he ARF c omme nt s no r e f e r e nc e wa s ma de t o t he pub l i c owne r s h i p r e ga r di ng e l i g i b l e

a c t i v i t i e s , bu t di s c us s i ons we r e he l d wi t h a ppr opr i a t e HUD of f i c i a l s a nd wi t h

Me r c e r J a c ks on , f o r me r Mi nor i t y Couns e l o f t he Subc ommi t t e e on Hous i ng a nd Communi t y

De ve l opme nt .

We r e que s t e d a l e g i s l a t i ve i nt r pr e t a t i on c onc e r ni ng t he i n t e n t o f t he Communi t y

De ve l opme nt Ac t wi t h r e ga r d t o pub l i c owne r s h i p . Ac c or d i ng t o t he s e s s ou r c e s , t he

r u l e s a nd r e gu l a t i ons i s s ue d by t he De pa r t me nt o f Hous i ng a nd Ur ba n De ve l opme n t on

J a nua r y 1 9 , 19 76 , whi c h s t a t e d t ha t " t he l i s t i ng o f e l i g i bl e wor ks a nd f a c i l i t i e s i s
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a n e xc l us i ve l i s t i ng a nd t ha t a l l i t e ms l i s t e d mus t be pub l i c l y owne d e xc e p t f o r h i s t o r i c

pr ope r t i e s f o r whi c h publ i c a c c e s s i s a s s u r e d . " a me nd i ng Se c t i on 570 . 200 ( a ) ( 2 ) wa s

a ppl i c a b l e t o c e n t e r s f o r t he ha nd i c a ppe d i n t he Oc t obe r 4 , 1976 r e gul a t i ons .

Mor e r e c e n t l y , on J a nua r y 1 7 , 1 977 t he De pa r t me nt i s s ue d p r opos e d r e gul a t i ons

pr ovi d i ng r e v i s e d r ul e s o f a t e c hni c a l a nd s ubs t a nt i ve na t u r e on Subpa r t C o f Pa r t

57 0 r e l a t i ng t o e l i g i b l e a nd i ne l i gi bl e a c t i v i t i e s . ARF ha d p r e v i ous l y s ugge s t e d a

t e c hn i c a l c ha nge whi c h wa s i nc o r po r a t e d i n t o t he l a ngua ge o f t he r e gu l a t i ons a t t ha t

t i me . I n a dd i t i on , t he s e c t i on r e ga r d i ng h i s t o r i c p r ope r t i e s ( 570 . 00 ( a ) ( 2 ) ( i i i ) wa s

e xpa nde d . I t now s pe c i f i e s t ha t p r i va t e l y owne d hi s t o r i c a l p r ope r t i e s t o whi c h t he r e i s

pub l i c a c c e s s ma y be e i t he r r e c ons t r uc t e d o r r e ha b i l i t a t e d , a nd t ha t pub l i c l y owne d h i s t o r i c

p r ope r t i e s whi c h a r e f a c i l i t i e s t ha t a r e no r ma l l y i ne l i g i b l e f o r a s s i s t a nc e be c a us e

o f t he i r u s e ma y , none t he l e s s , be r e c ons t r uc t e d o r r e ha bi l i t a t e d unde r t he r e qu i r e -

me n t s o f t h i s p r ov i s i on. Si nc e i n t he e ns ui ng mon t hs ARF wa s c ont a c t e d by a numbe r o f

i t s c ons t i t ue n t me mbe r s r e ga r di ng t he i r di s qua l i f i c a t i on a s ba s e d upon t he i r p r i va t e

owne r s h i p , we s ubmi t t e d c omme nt s t o HUD i n l a t e Fe b r ua r y. Th e s e c omme nt s a dd r e s s e d a

vi e w c on t r a r y t o t he HUD pos i t i on t ha t t he t e r m " p ub l i c " f o r pur pos e s o f Ti t l e I o f t he

Ac t s hou l d me a n t ha t t i t l e o r f e e i nt e r e s t i n a n e l i g i b l e p r o j e c t s i t e mus t r e s t wi t h a

un i t o f ge ne r a l l oc a l gove r nme n t o f ot he r gove r nme n t a l body bu t not wi t h a p r i va t e non-

pr o f i t e n t i t y o f i nd i v i dua l .( s e e a t t a c hme n t ) .

RECENT HUD I NTERPRETATI ONS

ARF ha s be e n a dvi s e d t ha t HUD wi l l i s s ue f i na l r e gu l a t i ons r e ga r d i ng c e nt e r s f o r

t he ha nd i c a ppe d s ho r t l y . Th e s e r e gul a t i ons wi l l a dop t a de f i n i t i on o f " c e n t e r s f o r

t he ha nd i c a p pe d" whi c h i s ba s e d upon a de f i n i t i on s ubmi t t e d t o HUD a nd a gr e e d t o b y ARF

a nd o t he r o r ga ni z a t i ons f o r t he ha ndi c a ppe d . Th e r e gu l a t i ons a l s o r e i t e r a t e t ha t
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e l i gi bi l e a c t i vi t i e s a r e t hos e wh i c h we r e de f i ne d unde r p r i o r c a t e go r i c a l pr ogr a ms

r e c ogni z e d as pr e c e de nt s f o r t he Communi t y De ve l opme n t Ac t , a nd unde r t he me a ni ng

a ppl i e d t o o t he r pub l i c f a c i l i t i e s e l i gi bl e pu r s ua n t t o 570 . 00( a ) ( 2 ) . Fur t he r mor e ,

t he s e r e gul a t i ons wi l l s t a t e t ha t a pub l i c f a c i l i t y i s a f a c i l i t y t he owne r s hi p o f

whi c h i s ve s t e d i n a pub l i c body s uc h a un i t o f ge ne r a l l oc a l gove r nme nt . HUD, a l s o

no t e s t ha t ma ny s e r v i c e s p r ov i de d by " c e n t e r s f o r t he ha nd i c a ppe d" ha ve t r a di t i ona l l y

be e n pe r f or me d by p r i va t e non - p r o f i t a ge nc i e s . Th e y a dvi s e t ha t a l t hough owne r s h i p

o f " c e n t e r s f o r t he ha nd i c a ppe d" a s s i s t e d unde r t he Communi t y De ve l opme n t Pr og r a m

c a nno t be ve s t e d i n s uc h p r i va t e non - p r of i t a ge nc i e s t ha t t he ope r a t i on o f s uc h f a c i l i t i e s

on be ha l f o f t he publ i c body o r p r i va t e o r non - p r o f i t g r oups woul d be a c c e p t a b l e . I n

a dd i t i on , HUD wi l l s ugge s t t ha t a c e nt e r c ons t r uc t e d o r a c qu i r e d by a pub l i c body f o r

di s pos i t i on t o a p r i va t e non- p r of i t a ge nc y wou l d c ont r a ve ne t he ve s t e d publ i c owne r s h i p

r e qu i r e me n t s . .

EXANPLES OF DI SALLOWED PROJ ECTS

Dur i ng t h e pe r i od o f Augus t 1976 t o da t e , a numbe r o f ne wl y qua l i f i e d " c e n t e r s

f o r t he ha nd i c a p pe d" ha ve s ough t i nc l us i on i n t he i r l oc a l c ommuni t y de ve l opme nt p l a ns .

The f ol l owi ng a r e s e ve r a l e xa mpl e s o f pr i va t e non- p r o f i t " c e n t e r s f o r t he ha nd i c a ppe d"

whi c h ha ve be e n a dv i s e d o f t he i r i ne l i gi b i l i t y be c a us e o f t he ve s t e d pub l i c owne r s h i p

r e qu i r e me nt .

( a ) Cur a t i ve Wor ks hop o f Gr e e nba y , Gr e e nb a y , Wi s c ons i n :

Th e Cur a t i ve Wor ks hop a nnua l l y p r ov i de s voc a t i ona l s e r v i c e s , phys i c a l r e s t o r a t i on

s e r v i c e s , wor k a c t i vi t y p r og r a ms , p s yc ho- s oc i a l a nd s pe e c h/ pa t ho l ogy - a ud i o l ogy p r o -

gr a ms f o r s ome 1 , 800 ha nd i c a ppe d i nd i vi dua l s . I n a dd i t i on t o s e r vi ng ha nd i c a ppe d i n-

di vi dua l s t he y a l s o p r ov i de p r og r a ms f o r t he l ow- i nc ome e l de r l y a nd f o r t he s e ve r e l y
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ha ndi ca ppe d. I n Nove mbe r 1976 t he a gency s ubmi t t e d a n a ppl i ca t i on t o t he l oc a l Gr e en-

ba y Redeve l opment Aut hor i t y f o r t he pa r t i a l cos t s o f t he $ 2. 5 mi l l i on cons t r uc t i on

pr oj e c t f or a new ce nt e r . I n i t s pr e - a ppl i c a t i on t he Cur a t i ve Wor ks hop r eque s t e d

$416, 000' i n CDA f unds t o s uppl eme nt a l mos t $ 2 mi l l i on i n f unds f r om t he Hi l l - Bur t on

Pr o gr a m, Rehabi l i t a t i on Ac t cons t r uc t i on Funds , SBA Loa n Funds , and pr i va t e f unds f r om

a communi t y f und dr i ve . The a ddi t i ona l f unds r eque s t e d t hr ough HUD wer e r equi r e d

be ca us e of l i mi t a t i on on f undi ng a va i l abi l i t y f r om t he ot he r s our c e s . I n De c embe r 197 6,

t he or gani za t i on wa s advi s ed o f t he owne r s hi p r equi r e me nt , by t he HUD a r e a of f i c e i n

Mi l wa uke e . De ni a l o f t he CDA f unds ca us ed t he Cur a t i ve Wor ks hop t o s c a l e down t he i r

bui l di ng pl a ns and r e duce t he c l i e nt s e r vi c e capac i t y o f t he i r new f a c i l i t y. I n

a ddi t i on be ca us e o f i nc r ea s e d l e ndi ng r e qui r e me nt s a nd hence i nc r e a s e d mor t gage pa yme nt s

t he ce nt e r wi l l ha ve t o cur t a i l t he ext e nt of s e r vi ce s a nd t he numbe r o f l ow- i nc ome

e l de r l y a nd handi c appe d t o be s e r ve d by t he ne w ce nt e r . The a ddi t i on o f CDA f un ds t o

t he cons t r uc t i on pr oj ec t woul d ha ve enhance d t he a bi l i t y o f t he c ent e r t o e xpa nd

s uf f i c i e nt l y t o me e t t he ne eds o f t he e l de r l y a nd ha ndi ca ppe d i n t he i r communi t y. The i r

i na bi l i t y t o qua l i f y a s an e l i gi bl e a c t i vi t y wi l l c r e a t e a s i gni f i c ant ha r ds hi p upon

t he handi c appe d c i t i zens o f Gr e e nba y f o r s ome yea r s t o come .

( 3 ) Al l i ed Se r vi c es f or t he Ha ndi c a ppe d, Sc r a nt on, Pe nns yl va ni a :

Al l i ed Se r vi c es pr ovi des a compr ehe ns i ve r ange o f r eha bi l i t a t i on s e r vi ce s t o t he

e l de r l y a nd me nt a l l y a nd phys i c a l l y i mpa i r e d c i t i z e ns o f Sc r a nt on. The i r t ot a l r eha b-

i l i t a t i on pr ogr am s e r ves i ndi vi dua l s r a ngi ng i n a ge f r om 5 yea r s o f a ge t o 7 0. Ma ny o f

t he i ndi vi dua l s s e r ve d by t he a ge nc y a r e i ndi ge nt , we l f a r e r e c i pi e nt s , a nd/ or f i xe d

i ncome e l de r l y. As a p a r t o f t he i r ove r a l l campus pl a n t he ce nt e r r ec e nt l y pr opos e d a

Huma n Ut i l i za t i on Bui l di ng des i gned t o pr ovi de r ec r e a t i ona l oppor t uni t i e s t o s ome 4 0 0

ment a l l y a nd phys i c a l l y ha ndi c a pped, a s we l l a s r e c r e a t i ona l f a c i l i t i e s f or t he Sc r a nt on
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c ommuni t y. Thi s $2 mi l l i on pr oj e c t woul d pr ovi de f or i ndoor r ec r e a t i ona l ac t i vi t i e s

i nc l udi ng a bowl i ng a l l e y, gr e enhous e , c l a s s r oom s pa c e , e t c . a s we l l a s out door

r ec r ea t i ona l oppor t uni t i e s s pec i a l l y des i gned a nd phys i c a l l y a cc e s s i bl e f o r t he ha nd-

i ca ppe d. The addi t i on o f t hi s f a c i l i t y t o t he Al l i e d pr ogr a m woul d r e i nf or c e t he t ot a l

r e ha bi l i t a t i on conc e pt , whi l e of f e r i ng t he ove r a l l communi t y a ne e de d s e r vi c e . Howe v e r ,

a f t e r a ppr oac hi ng t he i r l oca l pol i t i ca l s ubdi vi s i on t he Regi ona l HUD of f i c e i n Phi l a de l phi a ,

and t he HUD Ce nt r a l of f i c e , Al l i e d Se r vi ce s wa s advi s e d t o t he i r i ne l i gi bi l i t y t o qua l i f y

f or CDA f undi ng due t o t he pr i va t e non- pr of i t owner s hi p of t he pr opos e d pr oj e c t . The un-

ava i l abi l i t y o f HUD f undi ng f or t hi s pr oj e c t wi l l de l a y i nde f i ni t e l y a s or e l y ne e de d

c ommuni t y f a c i l i t y whi ch c oul d ha ve be e n c ons t r uc t e d i n l a t e 1977.

( c ) Goodwi l l I ndus t r i e s , Me nas ha , Wi s cons i n:

Goodwi l l I ndus t r i e s o f Me na s ha move d i nt o t he i r wor ks hop f a c i l i t y s ome t wo yea r s

a go, a nd wa s a bl e t o pur c ha s e t h e pr ope r t y t hr ough SBA l oans a nd a c ommuni t y f und

dr i ve . Howe ve r , be ca us e of i ns uf f i c i e nt f unds t he y ha ve bee n una bl e t o r e nova t e f ul l y

t he i nt e r i or o f t he f ac i l i t y t o a cc omoda t e t he nee ds o f t he ha ndi c a ppe d. Cur r e nt l y t he y

a r e f or ce d t o r e l p on t empor a r y e nc l os ur e s unt i l pe r ma nent i nt e r i or modi f i c a t i ons t o t he i r

pr oduc t i on, of f i c e s pa c e , and r e ha bi l i t a t i on s e r vi c e a r eas c an be ma de . I n or de r t o

compl e t e t he s e r enova t i ons a nd t o pr ovi de pe r ma ne nt of f i ce and bui l di ng a l t e r a t i ons

$25, 000 i n c ons t r uc t i on f unds i s r e qui r e d. The wor ks hop c ont a c t ed t he Mi l wa uke e HUD

Ar e a Of f i c e f o r i nf or ma t i on on t he qua l i f i ca t i on o f " ce nt e r s f or t he ha ndi ca ppe d" , and

wa s a dvi s ed not t o a ppl y t o t he i r c ommuni t y de ve l opme nt a ut hor i t y be c a us e t he y we r e

i ne l i gi bl e a s a pr i va t e non- pr of i t owned pr ope r t y. Si nc e f unds f o r t he pr opos ed i m-

pr ovement s a r e not a va i l a bl e f r om ot he r pr i va t e o r publ i c s our c e s , s e ve r a l hundr e d

ment a l l y a nd phys i ca l l y ha ndi ca ppe d a nd de ve l opme nt a l l y di s a bl ed c l i e nt s f a c e t he ha r d-

s hi p of an i nade qua t e wor kpl a ce . I n a ddi t i on, addi t i ona l l ow- i nc ome , we l f a r e r e c i pi e nt s ,
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a nd WI N a du l t wor k e xpe r i e nc e c l i e nt s c a nnot be s e r ve d by t he pr og r a m a nd wi l l e nc oun t e r

l e ngt hl y wa i t i ng pe r i ods t o be s e r ve d .

( d ) Ra y' Gr a ha m Ce n t e r f o r t he Ha ndi c a ppe d , Add i s on , I l l i no i s :

The Ra y Gr a ha m Ce n t e r i s i nvol ve d i n pr ov i d i ng r e ha b i l i t a t i on and r e s i de nt i a l

s e r vi c e s t o t he ha ndi c a ppe d i n t he Add i s on , I l l i noi s a r e a . The y a r e c u r r e n t l y i n -

vol ve d i n a p r o j e c t wi t h t he I l l i noi s Hous i ng De ve l opme nt Aut ho r i t y t o bu i l d a hous i ng

f a c i l i t y f o r 100 l ow- i nc ome ha nd i c a ppe d a nd t he e l de r l y ma ny o f whom a r e we l f a r e

r e c i p i e nt s . Th i s hous i ng p r oj e c t ha s be e n f i na nc e d by a c ount y bond i s s ue , a nd HUD-

gua r a n t e e d r e n t s ubs i d i e s. wi l l be ut i l i z e d by t he ha nd i c a ppe d r e s i de nt s o f t he p r o j e c t .

I n c onj unc t i on wi t h t hi s hous i ng p r o j e c t , t he c e nt e r ha s pr opos e d a nd c onduc t e d p r e -

l i mi na r y d i s c us s i ons wi t h t he i r l oc a l p l a nn i ng c ommi s s i on p l a ns f o r a ne w wor ks hop

f a c i l i t y i n Add i s on. As p r opos e d , t he c e nt e r wi l l p r ov i de e mpl oyme n t , t r a i n i ng ,

e va l ua t i on , a nd r e ha bi l i t a t i on s e r vi c e s t o t he 100 r e s i de nt s o f t he ne w hous i ng p r o j e c t .

I n a dd i t i on s ome 200 a ddi t i ona l ha ndi c a ppe d a nd d i s a dva n t a ge d i ndi v i dua l s wi l l be s e r ve d

by t he c e n t e r ; a nd , t he ne w f a c i l i t y wi l l hous e a ma npowe r t r a i n i ng p r og r a m f o r wa r e-

' hous i ng, ma i nt e na nc e , a nd c us t odi a l t r a i ni ng o f De pa r t me n t o f La bor s pons o r e d c l i e nt s .

The c ons t r uc t i on o f t he wor ks hop f a c i l i t y wou l d b e f unde d a t $770 , 000 a nd i t i s p r opos e d

t ha t t he HUD Communi t y De ve l opme nt Pr ogr a m f ul l y f und i t s c ons t r uc t i on. Shou l d CDA

f unds be a va i l a bl e c ons t r uc t i on c oul d be g i n i n Ma r c h 1978 on t he p r o j e c t . Howe ve r , t he

r e qui r e me nt f o r pub l i c owne r s h i p ha s de l a ye d t he i nc l us i on o f t he p r o j e c t i n t he de ve l op -

me n t p l a n a nd wi l l mos t l i ke l y p r e c l ude i t s c ompl e t i on.

CONCLUSI ONS AND RECOMMENDATI ONS

Ac c or di ng t o r e c e nt e s t i ma t e s t he r e a r e a pp r oxi ma t e l y 4 , 000 " c e n t e r s f o r t he

ha nd i c a ppe d" whi c h mi ght be ne f i t f r om pr ov i s i on o f t he Communi t y De ve l ot me n t Ac t Ti t l e
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I Pr og r a m. Some 700 o f t he s e c e nt e r s a r e pub l i c l y owne d a nd ope r a t e d ( 17 . 5% o f a l l

c e nt e r s f o r t he ha ndi c a ppe d) . I n e xc e s s o f 80% o f a l l " c e n t e r s f o r t he ha nd i c a ppe d "

a r e pr i va t e non - p r o f i t a ge nc i e s . Th e s e f a c i l i t i e s p r ov i de e xt e ns i ve s e r vi c e s t o c l i e n t s

r e f e r r e d by St a t e Di v i s i ons o f Voc a t i ona l Re ha bi l i t a t i on ( Bl i nd a nd Ge ne r a l ) , Pu b l i c

As s i s t a nc e , Me d i - Ca r e a nd Me d i - Ca i d , Wor ke r s , Compe ns a t i on , Ve t e r a ns Admi n i s t r a t i on ,

Me n t a l He a l t h a nd Hygi e ne Pr og r a ms a nd o t he r pub l i c s oc i a l s e r v i c e a ge nc i e s . I nde e d

i n ma ny c a s e s c e n t e r s f o r t he ha ndi c a ppe d ha ve be e n o r ga n i z e d a s p r i va t e non- p r o f i t

a ge nc i e s f o r t he pur pos e o f p r ov i d i ng pub l i c s e r v i c e s t o t he ha ndi c a ppe d whe r e s t a t e ,

c oun t y o r l oc a l gove r nme n t wa s una bl e t o do s o . The c r e a t i ve pa r t ne r hs i p be t we e n t he

pub l i c a nd p r i va t e s e c t o r s e xe mpl i f i e d by " c e n t e r s f o r t he ha nd i c a p pe d ' r e f l e c t s a n

e f f e c t i ve , e s t a b l i s he d me c ha n i s m f o r c ommuni t y s e r vi c e de l i ve r y. I n FY 1975 mor e t ha n

225 , 000 c l i e n t s o f t he s t a t e - Fe de r a l Re ha b i l i t a t i on pr ogr a m we r e p r ov i de d r e ha b i l i t a t i on

s e r vi c e s i n c e nt e r s f o r t he ha nd i c a ppe d. As ha s be e n no t e d , a ma j or i t y o f c e nt e r s f o r

t he ha ndi c a ppe d ope r a t e a s p r i va t e vol un t a r y non- p r o f i t e nt i t i e s a nd a r e s uppor t e d

t h r ough f e e s f o r s e r v i c e s , gove r nme nt a l g r a nt s , a nd c ha r i t a bl e o r c ommuni t y f unds

Ce n t e r s f o r t he ha ndi c a ppe d r e l y upon s pe c i a l i z e d c ons t r uc t i on a nd i mpr ove me n t f unds

f r om t he f e de r a l gove r nme nt . Al t hough s uc h s pe c i a l i z e d f unds a r e a ut ho r i z e d by

l a w, i n t he pa s t t e n ye a r s on l y l i mi t e d f unds ha ve a c t ua l l y be e n ma de a va i l a b l e f o r

t h i s pu r pos e . ARF ha s doc ume n t e d t he ne e d f o r c ons t r uc t i on , r e nova t i on , a nd i mpr ove -

me nt f or " c e nt e r s f o r t he ha nd i c a ppe d " i n e xc e s s o f $ 15 0 mi l l i on ne e ds wh i c h a r e no t

c u r r e n t l y be i ng me t by pr i va t e o r pub l i c f undi ng s ou r c e s . The Ta s k Fo r c e on Hous i ng

o f t he Cons or t i um Conc e r ne d wi t h t he De ve l opme n t a l l y Di s a bl e d s ur ve ye d s t a t e o r ga ni z a t i ons

s e r v i ng t he ha nd i c a ppe d i n Apr i l 1976 a nd i de n t i f i e d a s i gn i f i c a n t numbe r o f p r o j e c t s

( mor e t ha n 150 whi c h ha ve be e n r e c omme nde d t o l oc a l c ommuni t i e s f o r u t i l i z a t i ng Ti t l e I

f unds .
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The f undi ng me chani s m ut i l i ze d by mos t " c e nt e r s f o r t he ha ndi c a ppe d" i s a mi x

o f publ i c and pr i va t e f unds . The r equi r e me nt o f publ i c owner s hi p and t i t l e i n ma ny

ca s e s wi l l pr ec l ude t he us e o f ot he r f undi ng, a nd, i n t he c as e of r e nova t i on o r

i mpr ove ment , i s of t e n i mpr a c t i ca l l e ga l l y, pr ogr a ma t i c a l l y, and f i na nc i a l l y. Fur t he r mor e ,

t he me t hod s ugge s t ed by HUD f o r publ i c c ons t r uc t i on and pr i va t e ope r a t i on o f CDA

f i na nc ed pr oj e c t s i s of t en i mpr a c t i c a l bec a us e t he l oca l deve l opme nt a ut hor i t i e s a r e

r e l uc t a nt t o j eopa r di z e t he a ppr ova l o f t he i r ove r a l l pl a n by ut i l i z i ng t hi s mec ha ni s m.

Si nc e one o f t he HUD s t r a t egi e s i s f oc us e d upon t he a bi l i t y t o ut i l i ze CDA f unds t o

obt a i n ot he r s uppl e me nt a r y s our c e s o f f und s , t he c ons t r uc t i on o f " c e nt e r s f or t he ha nd-

i c a pp e d" ut i l i z i ng mul t i pl e f undi ng s our ce s i s bot h appr opr i a t e and c ons i s t e nt wi t h t he

i mpl e me nt a t i on of bl oc k gr ant pl a ns .

Among t he ba s i c pur pos es o f t he Communi t y De ve l opme nt Ac t i s t he f oc us upon

r e l a t e d s oc i a l s e r vi c e s a nd t he i mpr ove me nt i n t he qua nt i t y a nd qua l i t y o f c ommuni t y

s e r vi c es . The Ac t c l ea r l y s t a t e s t ha t t he pr ogr a m i s t o:

" pr ovi de i mpr oved c ommuni t y f ac i l i t i e s and publ i c i mpr oveme nt s , i nc l udi ng

t he pr ovi s i on o f s uppor t i ng he a l t h, s oc i a l , and s i mi l a r s e r vi ce s whe r e

nec es s a r y and a ppr opr i a t e "

Emphas i s i n t he Ac t i s pl ac ed upon l ow a nd mode r a t e i nc ome pe opl e . I n i s c l e a r t ha t

" c e nt e r s f or t he ha ndi c a pped" me e t t he ove r a l l i nt e nt o f t he a c t i n t hi s r e ga r d. Se t

Congr es s i ona l i nt e nt i s c l e a r wi t h r ega r d t o appl i c ant s but i s l e s s c l e a r wi t h r e ga r d

t o e l i gi bl e " ac t i vi t i e s " . We do not di s uput e t he f a c t t ha t " a p pl i c a n t s " s houl d be

r e s t r i c t e d t o " uni t s o f gene r a l l oca l gove r nme nt " and s t a t e s . Howe v e r , t he a mendment s

qua l i f yi ng " c e nt e r s f or t he ha ndi c a pp e d" cont a i ne d i n P. L. 94- 375 a me nde d pa r a gr a ph ( 2 )

o f Se c t i on 105( a ) r ega r di ng a c t i vi t i e s e l i gi bl e f or a s s i s t a nc e . The publ i c pur pos e o f

e l i gi bl e ac t i vi t i e s i s i n i s s ue .
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We r ecommend t ha t t he a ut hor i z a t i on o f t he Communi t y De ve l opment Ac t e i t he r be

s t a t ut e o r t he c ommi t t e e and c onf e r e nc e r epor t s c l a r i f y t ha t " ce nt e r s f or t he ha nd-

i c a ppe d " a r e e l i gi bl e ac t i vi t i e s i r r e s pe c t i ve o f t he na t ur e of t he i r owner s hi p. Thi s

change woul d me e t t he i nt e nt o f t he 1976 Ac t a me ndme nt i n qua l i f yi ng a l l ce nt e r s f o r t he

ha ndi c a ppe d, not j us t t he 20% under publ i c owne r s hi p. To a c hi e ve t hi s e nd we r e c omme nd

t he f ol l owi ng l a nguage :

A. St a t ut or y l anguage

1. " Se c t i on 105( a ) ( 2) " t he a c qui s i t i on, cons t r uc t i on, r e cons t r uc t i on, or

i ns t a l l a t i on o f publ i c wo r ks , f a c i l i t i e s , a nd s i t e or e t he r i mpr ove me nt s

i nc l udi ng ne i ghbor hood f a c i l i t i e s , pr i va t e non- pr of i t o r publ i c l y owne d

c ent e r s f o r t he ha ndi c a ppe d, s e ni or c e nt e r s , hi s t or i c pr ope r t i e s

or :

o r :

2 . " Se c t i on 105( a ) ( 2) " t he a cqui s i t i on cons t r uc t i on, r e cons t r uc t i on, o r

i ns t a l l a t i on o f publ i c wor ks , f a c i l i t i e s a nd s i t e or ot he r i mpr ove me nt s

i nc l udi ng ne i ghbor hood f ac i l i t i e s , c ent e r s f or t he ha ndi ca pped as de f i ned

i n t he Reha bi l i t a t i on Ac t of 1 973 ( P. L. 9 3- 1 12) Sec t i on ( 7 ) pa r agr aph ( 8 )

a nd ( 10 ) r e ga r di ng " r e habi l i t a t i on f a c i l i t y" , s eni or ce nt e r s , hi s t or i c

pr ope r t i e s

3a . " Se c t i on 102( a ) ( 4) " The t e r m ' c e nt e r f or t he handi c a ppe d' mea ns a pub l i c

or pr i va t e non- pr of i t r e ha bi l i t a t i on f ac i l i t y whi c h i s ope r a t e d f or t he

pr i ma r y pur pos e o f pr ovi di ng r e habi l i t a t i on s e r vi c es t o ha ndi ca ppe d i n-

di vi dua l s a nd whi c h pr ovi de s s i ngl y or i n c ombi na t i on one or mor e o f t he

f ol l owi ng s e r vi ce s f or ha ndi ca pped i ndi vi dua l s :

( A) voc a t i ona l r e ha bi l i t a t i on s e r vi c e s whi ch s ha l l i n c l ude , unde r one

mana ge ment , me di c a l , ps yc hol ogi ca l , s oc i a l , and voc a t i ona l s e r vi c e s ,
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( B) t e s t i ng , f i t t i ng , o r t r a i ni ng i n t he us e o f p r os t he t i c a nd o r t ho t i c

de v i c e s

( C) p r e - voc a t i ona l c ondi t i oni ng o r r e c r e a t i ona l t he r a py ,

( D) phys i c a l or oc c upa t i ona l t he r a py ,

( E) s pe e c h a nd he a r i ng t he r a py ,

( F ) p s yc hol og i c a l o r s oc i a l s e r v i c e s ,

( G) e va l ua t i on o f r e ha b i l i t a t i on pot e n t i a l ,

( H) pe r s ona l a nd wor k a dj us t me nt

( I ) voc a t i ona l t r a i n i ng wi t h a vi e w t owa r d c a r e e r a dva nc e me n t ( i n

c ombi na t i on wi t h o t he r r e ha bi l i t a t i on s e r v i c e s ) ,

( J ) e va l ua t i on o r c on t r ol o f s pe c i f i c d i s a bi l i t i e s

( K) o r i e nt a t i on a nd mobi l i t y s e r v i c e s t o t he b l i nd , a nd ,

( L) e x t e nde d e mpl oyme n t f o r t hos e ha nd i c a ppe d i nd i v i dua l s who c a nno t be

r e a di l y a bs or be d t o t he c ompe t i t i ve l a bo r ma r ke t

a nd:

3b. " Se c t i on 102( a ) ( 15 ) " Th e t e r m ' non - p r o f i t ' wi t h r e ga r d t o c e nt e r s f o r t he

ha nd i c a ppe d" me a ns a r e ha b i l i t a t i on f a c i l i t y owne d a nd ope r a t e d by a c or po r a t i on

o r a s s oc i a t i on, no pa r t o f t he ne t e a r n i ngs o f wh i c h i n s u r e s , o r ma y l a wf u l l y

i n s u r e , t o t he be ne f i t o f a ny p r i va t e s ha r e ho l de r o r i nd i vi dua l a nd t he i nc ome

o f whi c h i s e xe mpt f r om t a xa t i on unde r s e c t i on 501( c ) ( 3 ) o f t he I n t e r na l Re ve nue

Code o f 1954.

B. Re por t La ngua ge

I n t he Hous i ng Aut ho r i z a t i on Ac t o f 1976 , t h i s c ommi t t e e a me nde d s e c t i on

105( a ) o f Ti t l e I , Communi t y De ve l opme n t Ac t , o f t he Hous i ng a nd Communi t y

De ve l opme nt Ac t o f 1974. Th i s a me ndme n t , wh i c h a dde d c e nt e r s f o r t he ha nd-

i c a ppe d a s a n a c t i vi t y e l i g i b l e t o r e c e i ve c ommuni t y de ve l opme n t f un ds ,
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c or r ec t e d an ove r s i ght i n t he or i gi na l 1974 a c t ,

Si nc e t ha t i t ha s c ome t o t he c ommi t t ee s a t t e nt i on t ha t c e nt e r s f or

t he ha ndi ca ppe d a r e not be i ng cons i de r ed a s e l i gi bl e a c t i vi t i e s i f t he y

a nd t he pr oj ec t s i t e a r e owne d by a pr i va t e non- pr of i t ent i t y. Thi s

r a t i ona l l y e f f ec t s appr oxi ma t e l y 8 0% of t he c ent e r s f or t he handi ca pped

t hr oughout t he c ount r y. Thi s i nt e r pr e t a t i on i s c ont r a r y t o t ha t i nt e nde d

exc l udi ng ce nt e r s f o r t he ha ndi c appe d a s e l i gi bl e a c t i vi t i e s i n t he

Communi t y De ve l opme nt Pr ogr a m. The commi t t ee has exc l ude d ce nt e r s f or

t he handi c apped a s an e l i gi bl e ac t i vi t y i s c ommuni t y de ve l opme nt pr ogr a m

f unds and wa i t s t o ma ke i t c l e a r t ha t c ent e r s f or t he ha ndi c a ppe d, owne d

b y pr i va t e non- pr of i t ent i t i e s and t o whi c h t he r e i s publ i c a cc es s a r e

e l i gi bl e ac t i vi t i e s a s we l l a s publ i c l y owne d cent e r s .

SUMMARY

1. I t i s t he i nt e nt o f t he Communi t y De ve l opme nt Ac t t o pr ovi de f or

i mpr ove d he a l t h s oc i a l a nd s i mi l a r s e r vi c e t o t he e l de r l y, ha nd-

i c a pp e d, and l ow and moder a t e i ncome i ndi vi dua l s .

2. " Ce nt e r s f or t he h a ndi c a ppe d" a r e owne d a nd ope r a t ed pr i ma r i l y by

pr i va t e non- pr of i t communi t y cor por a t i ons and or ga ni z a t i ons .

3 . I t wa s t he i nt e nt o f Congr e s s t o i nc l ude t he c l a s s of publ i c and

pr i va t e non- pr of i t c ent e r s f o r t he ha ndi c apped a s e l i gi bl e ac t i vi t i e s

unde r Ti t l e I o f t he Communi t y De ve l opme nt Ac t , a s a mended by t he

Hous i ng and Aut hor i za t i on Ac t o f 1976.

4. La ngua ge s pe c i f i c a l l y de l i ne a t i ng t h a t publ i c a nd pr i va t e non- pr of i t

" c e nt e r s f or t he ha ndi c a ppe d" a s e l i gi bl e ac t i vi t i e s be wr i t t e n i nt o

t he Communi t y De ve l opment Ac t , o r i nt o t he c ommi t t ee a nd c onf e r ence

upda t e or t he r e a ut hor i z a t i on o f t he Ac t .

8 6 - 0 8 5 0 - 7 7 - pt . 3 4 6
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S. Spec i f i c a t i on o f non- pr of i t " c e nt e r s f or t he ha ndi c a ppe d" wi l l be

s pe c i f i c wi t h i nt e nt a nd not br oa den o r s ubve r t t he b a s i c pur pos es o f

t he Ac t .

6 . Suc h l angua ge wi l l onl y qua l i f y publ i c a nd pr i va t e non- pr of i t " c e nt e r s

f or t he ha ndi c a ppe d" as e l i gi bl e a c t i vi t i e s ; t he " uni t o f ge ne r a l l oc a l

gove r n me nt " wi l l s t i l l be t he e l i gi bl e appl i ca nt and may o r ma y n ot

i nc l ude a pr oj e c t i nvol vi ng a " c e nt e r f or t he ha ndi c a pped" i n t h e i r

c ommuni t y deve l opment pl a n , bas ed upon l oca l pr i or i t i e s .

7. The l aw a nd Fede r a l r e gul a t i ons i ns ur e t ha t publ i c ac ce s s t o and us e

f o r publ i c pur pos e s , " c e nt e r s f or t he ha ndi c a ppe d" cons t r uc t e d

o r r e nova t e d unde r t he a c t a l l ow f or publ i c a cce s s and a r e ope r a t e d

f or publ i c pur pos e s . Publ i c t i t l e a nd ve s t ed publ i c owner s hi p i s

not r equi r ed t o a s s ur e t he pr ope r publ i c us e o f f a c i l i t i e s c ons t r uc t ed,

r e nova t e d, o r i mpr ove d unde r t he a c t .
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/ ASSOCI ATI ON OF
REHABI LI TATI ON
FACI LI TI ES

i. 30 WI SCONSI N AVENUE, SUI TE 955, WASHI NGTON, D. C.

Fe br ua r y 2 2 , 1 9 7 7

Mr . Wa r r e n But l e r
c / o Rul es Doc ke t Cl e r k
Room 10141
Depa r t me nt o f Hous i ng a nd

Ur ba n De ve l opme nt
45 1 Se ve nt h St r e e t , S. W.
Wa s hi ng t on, D. C. 20410

APPENDI X

Re : Communi t y De ve l opme nt Bl oc k Gr a nt s
4 2 FR 32 9 2
FR De c . 77- 1390

T. P. Hi p ke ns

De a r Mr . But l e r :

On J a nua r y 1 7 , 1 9 7 7, t he De pa r t me nt o f Hous i n g a n d Ur ba n De ve l opme nt i s s u e d

p r opos e d r ul e s f o r t he Communi t y De ve l opme nt p r ogr a m c once r ni ng e l i gi b l e a n d i n e l i gi b l e

a c t i vi t i e s whi ch i s r e f e r e nc e d a bove . Comme nt s we r e s ol i c i t e d o n t h e s e pr op os e d

Cha nge s . I a m t he Exe c ut i ve Di r e c t or o f t he As s oc i a t i on o f Re ha bi l i t a t i on Fa c i l i t i e s

CARP) . The As s oc i a t i on r e pr e s e nt s o ve r 1, 0 00 r e ha bi l i t a t i on f a c i l i t i e s ( " c e nt e r s f o r

t h e h a nd i c a p pe d" ) t hr oughout t he na t i on a n d , o n b e h a l f o f t hi s me mbe r s h i p , we we l c ome

t he oppor t uni t y t o c o mme nt upon t h e s e pr opo s e d r ul e s .

The Communi t y De ve l opment pr og r a m, a s a me nde d b y t he Ho us i ng Aut h or i z a t i on Ac t

o f 1 9 76 , now i nc l ude s " c e nt e r s f o r t he ha nd i c a p pe d" a s an e l i gi b l e a c t i vi t y un d e r

Se c t i o n 1 0 5 . On Oc t obe r 4 , 1 97 6 , i nt e r i m r e gul a t i ons f o r t hi s p r o gr a m we r e p u bl i s h e d

a nd comme nt s s o l i c i t e d a t t ha t t i me . ARF, i n c onj unc t i on wi t h s e ve r a l o t h e r o r ga n i z a t i on s ,

s ubmi t t e d c omme nt s a nd we a r e pl e a s e d t o s e e t ha t s o me o f t h e m ha v e b e e n i nc o r p o r a t e d

i nt o t he s e pr o pos e d r ul e s .
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r c or ua r y 2 2 , 1 9 7 7

P a o 2

Howe ve r , t he us e a nd i nt e r pr e t a t i on o f t he t e r m " pu bl i c " i n t he s e r e gul a t i ons

i s o f c once r n t o ARF me mbe r s . The t e r m i s us e d t hr oughout t he r e gul a t i ons ; howe v e r ,

we a r e conc e r ne d pr i ma r i l y wi t h i t s me a ni ng i n c onj unc t i on wi t h e l i gi bl e a c t i vi t i e s

unde r Se c t i on 570. 200 ( a ) ( 2) . HUD ha s i ndi c a t e d t ha t " p ubl i c " me a ns t ha t t i t l e , o r

t he f e e i nt e r e s t , i n a pr oj e c t s i t e mus t r e s t wi t h a uni t o f ge ne r a l l oc a l gove r n-

me nt or ot he r gove r nme nt a l body, b ut not wi t h a pr i va t e , nonpr of i t e nt i t y o r i ndi vi dua l .

We di s a gr e e wi t h t hi s i nt e r pr e t a t i on a nd ur ge you t o c ons i de r a n a l t e r na t i ve .

The t e r m " publ i c " s houl d be i nt e r pr e t e d t o me a n a va i l a bl e t o a l l t he pe op l e , t he

publ i c , or hol di ng out s e r vi c e s t o o r f o r a l l t he pe opl e . The e nt i t y whi c h hol ds t i t l e

t o t he pr oj e c t s i t e woul d not be r e l e va nt . Thi s c onc e pt i s s uppor t e d not onl y b y t he

s t a t ut e bu t i s a l s o r e c ogni z e d i n ot he r s e c t i ons o f t he r e gul a t i ons . Se c t i on 101

s t a t e s t he s e ve r a l obj e c t i ve s o f t he Ac t , i nc l udi ng e xpa ns i on a nd i mpr ove me nt o f

c ommuni t y s e r vi c e s , a nd t he e l i mi na t i on o f c ondi t i ons whi c h a r e de t r i me nt a l t o t he

he a l t h , s a f e t y a nd publ i c we l f a r e o f t he c ommuni t y. Pr i va t e , nonpr of i t a ge nc i e s ,

i nc l udi ng ce nt e r s f or t he ha ndi c a ppe d, a r e a c t i ve i n ma i nt a i ni ng a nd i mpr ovi ng t he

qua l i t y o f l i f e f or a l l me mbe r s o f t he c ommuni t y i n whi c h t he y r e s i de a nd f r e que nt l y

c oope r a t e t he i r ac t i ons wi t h t he l oc a l gove r nme nt a l a ge nc i e s . Mor e t ha n 75% o f a l l

" c e nt e r s f or t he ha ndi c a ppe d" a r e owne d a nd ope r a t e d by non- pr of i t c ommuni t y or ga ni z a t i ons .

The s e or ga ni z a t i ons pr ovi de publ i c a nd Communi t y s e r vi c e s t o ha ndi c a ppe d i ndi vi dua l s vi a

f e e f o r s e r vi c e s pons or s hi p f r om s t a t e , c ount y a nd muni c i pa l gove r nme nt a l a ge nc i e s .

Fur t he r mor e , t he r e gul a t i ons o f Se c t i on 570. 201 ( a ) ( 4) ( i i ) s t a t e t ha t a s i t e

c ont r ol l e d b y a s c hool di s t r i c t t o whi c h t he " a c c e s s o f t he ge ne r a l publ i c . . . , i s not

r e s t r i c t e d , dur i ng nor ma l hour s o f ope r a t i on" i s a n e l i gi bl e a c t i vi t y. Fi na l l y, i n

Se c t i on 570. 200 ( a ) ( i i i ) , t he pr opos e d r e gul a t i ons l i s t hi s t or i c pr ope r t i e s , i nc l udi ng

" pr i va t e l y owne d pr ope r t i e s f or whi c h t he r e i s publ i c a c c e s s , " as e l i gi bl e a c t i vi t i e s .
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The r e f or e , t he s t a t ut e and r e gul a t i ons ac knowl e dge t ha t pr oj e c t s i t e s t o whi c h t he r e

i s publ i c a c c e s s , whe t he r or not t he l e ga l t i t l e r e s t s wi t h t he g ov e r n me nt a l b od y ,

a r e s t i l l e l i gi bl e a c t i vi t i e s unde r t he Communi t y De ve l opme nt pr ogr a m. I t i s Our

opi ni on t ha t s i nc e " c e nt e r s f o r t he ha ndi c a ppe d" owne d a nd ope r a t e d by non- pr of i t

e nt i t i e s pr ovi de a publ i c s e r vi c e t ha t t he y s houl d be i nc l ude d a l ong wi t h hi s t or i c

pr oper t i es ' a nd s c hool s as e l i gi bl e e nt i t i e s . We r e c omme nd t wo a l t e r na t i ve s t o c l a r i f y

t hi s i s s ue . Fi r s t , t ha t t he r e gul a t i ons a t Se c t i on 570. 200 ( a ) ( 2) be a me nde d t o r e a d:

" ( 2 ) Ac qui s i t i on, c ons t r uc t i on, r e c ons t r uc t i on, r e ha bi l i t a t i on or

i ns t a l l a t i on of onl y t he f ol l owi ng publ i c wor ks , f a c i l i t i e s , s i t e s ,

o r ot he r i mpr ove me nt s , i nc l udi ng t hos e wor ks , f a c i l i t i e s , s i t e s o r

i mpr oveme nt s whi c h ma y be pr i va t e l y owne d, nonpr of i t e nt i t i e s t o

whi c h t he r e i s publ i c a c c e s s . "

Or , t he s e c ond r e c omme nda t i on i s t o a mend Se c t i on 570. 200 ( a ) ( 2) ( xi i ) t o r e a d:

" Ce nt e r s f or t he ha ndi c a ppe d, i nc l udi ng pr i va t e l y owne d, nonpr of i t

c e nt e r s t o whi c h t her e i s publ i c a c c e s s . "

Si mi l a r l a ngua ge c oul d be a dde d t o Se c t i on 570. 200 ( a ) ( 2) ( i i ) , s e ni or c e nt e r s t o e ns ur e

c ont i nui t y.

We a ppr e ci a t e t hi s oppor t uni t y t o c omme nt a nd woul d be pl e a s e d t o of f e r a ny f u r t he r

i nf or ma t i on a nd as s i s t a nce

Ve r y t r ul y your s ,

T. P. Hi pke ns
Di r e c t or
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UNI T E D S TAT ES L E AGUE of S AVI NGS AS S OCI ATI ONS WAS H I NG T ON OF F I CE

1709 NEW YORK AVENUE, N. W. / WASHI NGTON. D. C.

Mar ch 21, 1977

The Honor abl e Thomas As hl ey
Chai r man, Hous e Subcommi t t ee on

Hous i ng and Communi t y Devel opment
Room 2129 Raybur n House Of f i ce Bui l di ng
Was hi ngt on, D. C. 20515

Dear Chai r man As hl ey:

On behal f of t he Uni t ed St at es League of Savi ngs As s oci at i ons and
i t s 4, 600 member s avi ngs and l oan as s oci at i ons t hr oughout t he nat i on,
we woul d l i ke t o t ake t hi s oppor t uni t y t o pr es ent our vi ews on t he
hous i ng and communi t y devel opment aut hor i zat i ons cur r ent l y under
cons i der at i on i n your Subcommi t t ee.

Savi ngs and l oan as s oci at i ons , as you know, ar e t he nat i on' s pr i nci pal
home mor t gage l ender s . Thr oughout much of 1976, our member i ns t i t ut i ons
or i gi nat ed 4 out of ever y 5 home l oans made i n t he Uni t ed St at es . Our
l oan por t f ol i os cont ai n over hal f of t he s i ngl e f ami l y l oans i n t he
count r y, and our 15, 000 home and br anch of f i ces pr ovi de a pr i vat e-
s ect or del i ver y s ys t em f or home mor t gage cr edi t t o pot ent i al bor r ower s ,
bot h ur ban and r ur al .

One as pec t of our l endi ng oper a t i ons , whi ch per haps i s not adequat el y
under s t ood, i s t he degr ee t o whi ch we pr ovi de home mor t gage cr edi t t o
a br oad s pect r um of Amer i can f ami l i es i n al l wal ks of l i f e. The
Decenni al Census i n 1970 pr ovi des a pr of i l e of our bor r owi ng cus t omer s .
The t abl e bel ow s hows t he per cent age i ncome di s t r i but i on of f ami l i es
i n owner - occupi ed, s i ngl e- f ami l y uni t s wi t h s avi ngs and l oan mor t gages
as r epor t ed i n t he Cens us dat a.

Fami l y I ncome Per cent age i n Homes wi t h
S&L Mor t gages

Under $10, 000 29. 7%
$10, 000- $14, 999 35. 7%
$15, 000- $24, 999 27. 4%
$25, 000 and over 7. 1%
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Al s o of i nt er es t i s t he val uat i on of t he pr oper t i es i n whi ch t hes e f ami l i es
r es i de. Agai n us i ng 1970 Census f i gur es , t he f ol l owi ng t abl e s hows t he
per cent age di s t r i but i on of home val ues f or s i ngl e f ami l y uni t s wi t h
s avi ngs and l oan mor t gages as es t i mat ed by t he r es i dent s t o t he Cens us -
t aker .

Home Val ue as Es t i mat ed by
Homeowner t o Cens us - Taker

Per cent age of Homeowner s
wi t h S&L Mor t gage

Under $10, 000 6. 8%
$10, 000- $14, 999 12. 6%
$15, 000- $15, 999 20. 1%
$20, 000- $24, 999 18. 1%
$25, 000- $39, 999 31. 3%
$40, 000 and over 11. 1%

Unf or t unat el y, i t i s di f f i cul t t o accur at el y updat e t hes e f i gur es t o a
mor e r ecent year . We have ever y r eas on t o bel i eve, however , t ha t
s avi ngs and l oan as s oci at i on cus t omer s cont i nue t o be over whel mi ngl y
modes t - i ncome f ami l i es buyi ng modes t l y pr i ced pr oper t i es .

Our s avi ngs as s oci at i ons ar e cur r ent l y f aced wi t h t he di l emma of
r es pondi ng t o t he s eemi ngl y endl es s upwar d s pi r al of hous i ng cos t s whi l e
cont i nui ng t o pr ovi de f or t he mor t gage cr edi t needs f or t he gr eat maj or i t y
of Amer i can f ami l i es of modes t means who f i nd homeowner shi p i ncr eas i ngl y
di f f i cul t , par t i cul ar l y i n hi gh cos t ur ban ar eas s uch as Was hi ngt on, D. C.
New Yor k, San Fr anc i s co, et c. I n many ar eas , t he s t at ut or y cei l i ng
i ncr eas es vot ed by your Subcommi t t ee i n t he Home Owner s Loan Ac t j us t
t hr ee year s ago ar e al r eady f al l i ng bel ow t he aver age home pr i ce.

We a r e al s o concer ned about t he i ncr eas i ng demand f or mor t gage cr edi t
i n r ur al ar eas . Cl ea r l y, nei t her t he Gover nment nor t he pr i vat e
s ect or can r esol ve al l of t hese pr obl ems i ndependent l y on a " go i t al one"
bas i s . New par t ner s hi ps bet ween t he pr i vat e and Gover nment s ect or s mus t
be f or med i f t he hous i ng needs of our count r y ar e t o be met . We woul d
now l i ke t o addr es s s peci f i cal l y s ome of t he i s sues whi ch ar e cur r ent 19
bef or e your panel .

HUD Hous i ng Pr ogr am Aut hor i zat i ons

Whi l e s avi ngs as s oci at i ons have hi s t or i cal l y emphas i zed convent i onal
l oans i n t hei r f i nanci ng oper at i ons , t hey ar e vi t al l y i nt er es t ed i n t he
numer ous pr ogr ams of t he Depar t ment of Hous i ng and Ur ban Devel opment .
FHA l endi ng pr ovi des not onl y an al t er nat i ve means of s er vi ng t he
bor r owi ng publ i c, but i t has popul ar i zed s uch i nnovat i ons as t he amor t i zed
l oan whi ch has become commonpl ace i n f i nanci ng home pur chas es .
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The U. S. League s uppor t s t he ext ens i on beyond t he June 29, 1977
expi r at i on dat e of Ti t l e I - - pr oper t y i mpr ovement and mobi l e home l oan
i ns ur ance aut hor i t y. We woul d not e, par ent het i cal l y, t hat t he Ti t l e I
aut hor i t y may become i ncr eas i ngl y i mpor t ant t o homeowner s anxi ous t o
make ener gy cons er vat i on i mpr ovement s as par t of t he nat i onal r espons e
t o r i s i ng f uel bi l l s and ut i l i t y cos t s .

Si mi l ar l y, we r ecommend t he cont i nuat i on beyond J une 30, 1977 of
Sect i on 203, bas i c home mor t gage i ns ur ance, and Sect i on 207, t he FHA
r ent al i ns ur ance pr ogr am. As a cor ol l ar y, we, of cour s e, s uppor t
ext ens i on of t he Secr et ar y' s aut hor i t y t o s e t i nt er es t r at es f or FHA-
i nsur ed mor t gage l oans above t he per manent s t at ut or y 6% maxi mum. For
t he l onger t er m we woul d r epeat her e our r ecommendat i on t hat t he
Subcommi t t ee cons i der - - a t l eas t on an opt i onal bas i s- - per mi t t i ng
t he FHA pr ogr ams t o pr oceed on a mar ket r at e bas i s , t hus mi ni mi zi ng
t he " poi nt s " or " di s count s " whi ch ar e so conf us i ng t o t he home s el l i ng
and buyi ng publ i c.

We al s o s uppor t cont i nuat i on beyond Sept ember 30, 1977 of t he Sect i on 235
and 236 homeowner s hi p and r ent al pr ogr ams f or l ower - i ncome f ami l i e s .
Cons i der at i on mi ght be gi ven t o addi ng addi t i onal f l exi bi l i t y t o t he
Sect i on 235 pr ogr am by per mi t t i ng s hal l ower i nt er es t r at e s ubs i di es t o
f ami l i es near t he t op of t he qual i f yi ng i ncome l i mi t s - - t hus l i mi t i ng
t he Gover nment ' s cos t and s pr eadi ng t he dol l ar s avai l abl e t o s er ve t hi s
s egment of t he hous i ng mar ket . I t i s al s o our under s t andi ng t hat a t
pr es ent vi r t ual l y al l FHA 235 f unds ar e di r ect ed a t new cons t r uct i on.
The pr es ent s t at ut e per mi t s up t o 30% of t he f unds t o be channel l ed t o
mor t gages on exi s t i ng homes , and we r ecommend maxi mum us e of t hi s
di s cr et i on by t he HUD Secr et ar y. ( A hi gher per cent age f or exi s t i ng
homes s houl d be cons i der ed by t he Subcommi t t ee. ) Thi s woul d gr eat l y
expand FHA 235 l oan avai l abi l i t y i n ur ban ar eas - - wher e j obs , ut i l i t i es ,
t r ans por t at i on, et c. may be mor e conveni ent t o l i mi t ed i ncome buyer s .
Si nce mos t pur chas er s of newl y cons t r uct ed hous i ng mus t f i r s t s el l t hei r
exi s t i ng home, t hi s pr ogr am s hi f t woul d not neces s ar i l y af f ect t he new
home mar ket adver s el y.

Addi t i onal l y, t he U. S. League endor s es cont i nued devel opment of HUD' s
Sect i on 244 coi ns ur ance pr ogr am as wel l as t he i nnovat i ve Sect i on 245
exper i ment al f i nanci ng pr ogr am. ( Thes e aut hor i t i es ar e s e t t o expi r e on
Sept ember 30 of t hi s yea r . ) I n our vi ew, FHA' s coi ns ur ance concept
hol ds gr eat pr omi s e: obvi ous l y, i t l i mi t s t he Gover nment ' s expos ur e t o
l os s ; r et ai nage of a por t i on of t he r i s k of l os s by t he l endi ng
i ns t i t ut i on encour ages sound under wr i t i ng and couns el l i ng of home
bor r ower s ; t he per manent i nvol vement of t he l ender al s o as s ur es commi t ment
t o t he l ocal communi t y on a cont i nui ng bas i s . We woul d encour age HUD t o
br oaden i t s coi ns ur ance exper i ment and t o emphas i ze t hr i f t i ns t i t ut i on
i nvol vement .
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Anot her pr omi s i ng appr oach i s t he shar ed- r i s k l egi s l at i on sponsor ed by
you, Mr . Chai r man, as H. R. 15407 i n t he 94t h Congr es s . Thi s coul d
appeal i mmedi at el y t o l ender s , s uch as S&Ls , whi ch have t r adi t i onal l y
of f er ed " convent i onal " l oans t o t he publ i c. The As hl ey bi l l woul d
es t abl i sh an I ns ur ance Fund, pr es umabl y i n t he Feder al Home Loan Bank
Sys t em, t o s har e t he r i sk- of - l os s on an 80/ 20 bas i s wi t h or i gi nat i ng
l ender s . Pr oper t i es i n ar eas det er mi ned by t he 1975 Home Mor t gage
Di s cl os ur e Ac t t o have i ns uf f i ci ent l oan act i vi t y woul d be el i gi bl e f or
t hes e shar ed- r i s k mor t gages . Lender s woul d r et ai n t hei r s har e of t he
r i s k- - and t hei r commi t ment t o t he nei ghbor hood- - t hr oughout t he l i f e of
t he l oan. Use of t he es t abl i shed FHLB Sys t em and al r eady s uper vi s ed
l ender s woul d mi ni mi ze t he need f or an el abor at e bur eaucr acy.

We al s o s uppor t cont i nuat i on of t he Sect i on 245 gr aduat ed payment
mor t gage exper i ment . The wi de var i et y of home bor r ower needs ar e not
ser ved adequat el y by t he t r adi t i onal f i xed- r at e , f i xed- mont hl y payment
( of pr i nci pal and i nt er es t ) amor t i zed l oan whi ch i s i n uni ver sal us e
t oday. Gr aduat ed payment mor t gages pr ovi de needed f l exi bi l i t y f or t he
l endi ng i ns t i t ut i on t o t ai l or t he i ns t r ument t o t he bor r ower ' s i ncome
s i t uat i on; GPMs can make homeowner shi p a r eal i t y f or young f ami l i es
wi t h expect at i ons of r i s i ng i ncome, or s chedul e a r epayment pl an f or
ol der f ami l i es near i ng r et i r ement wher e t he i ncome s t r eam wi l l be
expect ed t o di mi ni s h. The FHA' s 245 pr ogr am can pr ovi de an i mpor t ant
model f or s t udy by convent i onal l ender s and t hei r r egul at or y agenci es .
On a br oader f r ont , we cont i nue t o s uppor t exper i ment at i on wi t h a whol e
r ange of al t er nat i ve mor t gage i ns t r ument s - - s uch as t he var i abl e r at e
mor t gage i n use a t s t at e- char t er ed S&Ls i n Cal i f or ni a, and t he r enegot i abl e
not e. Publ i c accept ance has now been ampl y demons t r at ed f or t he VRMs on
t he Wes t Coas t , t hough Feder al l y- char t er ed s avi ngs as s oci at i ons ar e
ef f ect i vel y f or ecl os ed f r om t hi s met hod of home mor t gage f i nanci ng.

I n anot her ar ea , t he League s uppor t s cont i nuat i on of t he ur ban
homes t eadi ng aut hor i t y. Thi s uni que pr ogr am has pr oved an i mpor t ant
e l ement i n t he combi ned ef f or t at i nner - ci t y r es t or at i on encour aged by
t he Ur ban Redevel opment Tas k For ce of HUD and t he Feder al Home Loan
Bank Boar d. The mos t s uccess f ul el ement of t hi s pr ogr am, as you know,
i s t he Nei ghbor hood Hous i ng Ser vi ces pr oj ect cur r ent l y under way i n mor e
t han 30 ci t i es . Savi ngs and l oan as s oci at i ons pl ay a cent r al r ol e i n
t hi s i nnovat i ve and cooper at i ve publ i c- pr i vat e ef f or t t o pr eser ve and
mai nt ai n our exi s t i ng hous i ng s t ock and r evi t al i ze ur ban nei ghbor hoods .
We woul d al s o r ecommend cont i nuat i on of t he Sect i on 312 r ehabi l i t at i on
pr ogr am. We not ed t he t es t i mony r ecent l y r ecei ved by your Subcommi t t ee
f r om Mr . James Hendr i cks , As s i s t ant Chi ef Admi ni s t r at i ve Of f i cer of
t he Ci t y of Fr es no, Cal i f or ni a. Among ot her t hi ngs , Mr . Hendr i cks
descr i bed a coor di nat ed pr oj ect i nvol vi ng $3 mi l l i on i n convent i onal
home i mpr ovement ba r e ( f r om s avi ngs and l oan as s oc i at i ons ) , and t he use
of $465, 000 i n communi t y devel opment gr ant s ear mar ked f or FHA 312 use.
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The Fr esno exper i ence appeal s t o us an an excel l ent exampl e of l ocal
i ni t i at i ve us i ng avai l abl e Feder al pr ogr ams and i nvol vi ng t he pr i vat e
s ec t or ; we s us pec t t ha t s i mi l ar s avi ngs and l oan as s oci at i on i nvol vement s
i n ot he r par t s of t he count r y i s f a r mor e wi des pr ead t han i s commonl y
under s t ood. As a r es ul t , t he U. S. League i s at t empt i ng t o s ur vey i t s
member s hi p t o di s cover ot her l ocal exampl es of cooper at i on ut i l i zi ng
Gover nment r ehabi l i t at i on and ot her pr ogr ams ; we wi l l be happy t o
s har e t hi s i nf or mat i on, when col l ec t ed, wi t h you and your s t af f .

I n addi t i on t o suppor t i ng t he ext ens i on of var i ous FHA i nsur i ng
aut hor i t i es descr i bed above, t he U. S. League ur ges t he Subcommi t t ee t o
begi n t he l ong- awai t ed pr ocess of det er mi ni ng t he f ut ur e r ol e of t he
Feder al Hous i ng Admi ni s t r at i on. As ot her wi t ness es t es t i f i ed bef or e
your Subcommi t t ee , t he uns ubs i di zed home l oan i ns ur ance pr ogr ams of t he
FHA have been s er i ous l y di s cr edi t ed over t he pas t e i ght year s by negl ect
and poor admi ni s t r at i on. Savi ngs as s oci at i ons have been gener al l y
r el uct ant t o or i gi nat e FHA l oans becaus e of pr oces s i ng del ays , paper wor k,
r i gi d pr oper t y s t andar ds , et c. The gr owt h and avai l abi l i t y of pr i vat e
mor t gage i ns ur ance, and FHLBB r ul e changes per mi t t i ng l ower downpayment
convent i onal l oans a t s avi ngs and l oan as s oci at i ons , have no doubt
t aken up s ome of t he s l ack- - but we ar e of t he opi ni on t ha t i ns ur ed
FHA l oans s t i l l have a r ol e t o pl ay i n t he mi x of ur ban l endi ng al t er nat i ves .

Many ar gument s coul d be made t o s uppor t t he need f or a s t r ong and
ef f ect i ve FHA. Per haps t he mos t per suas i ve i s t he need f or a s t r ong
Feder al l y- backed mor t gage i ns ur ance pr ogr am i n t he nat i on' s ur ban
ar eas . Sur el y, t he s ol ut i on t o t he nat i on' s ur ban hous i ng pr obl ems
cannot be f ound i n a s i ngl e pr ogr am or even a s i ngl e Feder al agency;
t he magni t ude of t he t ask r equi r es t hat al l ef f ect i ve t ool s mus t be
expl or ed.

I n anot her a r ea , we not ed ( a s you di d) t he abs ence of a r ecommendat i on
f r om t he Admi ni s t r at i on concer ni ng t he s o- cal l ed Br ooke/ Cr ans t on
pur chas e pr ogr am of t he Gover nment Nat i onal Mor t gage As s oci at i on.
I n t es t i mony t o t he Senat e Commi t t ee l a s t Sept ember , t he U. S. League
concl uded t ha t , on bal ance, t he Br ooke/ Cr ans t on pr ogr am was hel pf ul t o
hous i ng and home f i nance i n a di f f i cul t per i od. We wer e par t i cul ar l y
i mpr es sed wi t h t he f unct i on i t s er ved i n br i ngi ng a br oader s pect r um
of our i ns t i t ut i ons i nt o t he s econdar y mar ket and i nt o Gover nment -
admi ni s t er ed l oan pr ogr ams . Whi l e we wer e not cer t ai n t ha t Br ooke/ Cr ans t on
added t o t he t ot al of commi t ment s whi ch mi ght have been made over an
ext ended per i od of t i me , i t di d r es t or e a meas ur e of conf i dence t o t he
mar ket pl ace i n a per i od of gr eat s t r es s by s t abi l i zi ng t he mor t gage
r at es t o homeowner s and bui l der s . Many of t he def ect s i n t he i ni t i al
1974 pr ogr am- - i nvol vi ng al l ocat i ons , mont hl y changes i n r a t e, and
f ai l ur e t o channel t he f unds t o home pur chases by modes t i ncome f ami l i e s - -
ar e cor r ect abl e ( and s ome have been cor r ect ed) . I n any event , we vi ew
Br ooke/ Cr ans t on as an i mpor t ant s t andby mechani s m and s uppor t t he
cont i nuat i on of t hi s aut hor i t y.
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Anot her i mpor t ant s t andby pr ogr am i s t he Emer gency Homeowner s Rel i ef
Ac t , due t o expi r e on Sept ember 30 of t hi s year . We ar e par t i cul ar l y
i nt er es t ed i n t he al t er nat i ve met hod aut hor i zed f or as s i s t i ng homeowner s
f aced wi t h i nvol unt ar y unempl oyment i n per i ods of economi c r eces s i on.
You wi l l r ecal l t hat t hi s al t er nat i ve met hod appr oved by Congr es s i n t he
s ummer of 1975 woul d per mi t l endi ng i ns t i t ut i ons - - i ncl udi ng s avi ngs and
l oan as s oci at i ons - - t o cont i nue t o s er ve t hei r bor r owi ng cus t omer s by
pr ovi di ng a l oan of up t o $250 a mont h a t t he cur r ent FHA r at e wi t h
r epayment s t o begi n one year af t er r eempl oyment . The aut hor i zed pr ogr am
was s i mi l ar t o t he FHA Ti t l e I pr ogr am i n t hat i t pr ovi ded a 90/ 10
coi ns ur ance ar r angement f or t he l endi ng i ns t i t ut i on. I t pr ovi ded a
mechani s m f or pr i vat e i ns t i t ut i ons t o cont i nue t o s e r ve t hos e f ami l i es
who, t hr ough no f aul t of t hei r own, wer e unabl e t o meet t hei r mor t gage
payment s because of gener al economi c condi t i ons .

Si mi l a r l y, t he U. S. League woul d r ecommend s i mpl e ext ens i on of t he
Feder al r ei nsur ance f or r i ot r i s ks ' pr ogr am, " FAI R pl ans , " f l ood
i ns ur ance , and r el at ed aut hor i t i es .

I ncr eas e i n St at ut or y Li mi t s

As not ed ear l i er i n t hi s l e t t er , t he s har pl y es cal at i ng cos t of hous i ng
i s havi ng a sever e i mpact on al l f i nanci al i ns t i t ut i ons and t hei r
cus t omer s . We not e t hat Secr et ar y Har r i s , l i ke her pr edeces s or , has
r ecommended an i ncr ease i n FHA' s maxi mum mor t gage l i mi t f or t he Sect i on
203( b) i ns ur ance pr ogr am t o $60, 000. We encour age t he Commi t t ee t o
f avor abl y cons i der t hi s r ecommendat i on.

We woul d al s o r emi nd t he Subcommi t t ee of t he $55, 000 Cl as s One l oan
l i mi t at i on whi ch appear s i n t he Home Owner s ' Loan Act gover ni ng t he
s i ngl e f ami l y home l oan i nves t ment s of Feder al l y- char t er ed s avi ngs and
l oan as s oci at i ons . As i nt er pr et ed by Feder al Home Loan Bank Boar d,
ever y dol l ar of a l oan i n exces s of $55, 000 mus t be cat egor i zed as a
" non- conf or mi ng" l oan. Non- conf or mi ng l oans ar e r es t r i ct ed t o 20% of
as s et s - - a cat egor y t hat i s al r eady f i l l ed up wi t h whol e l oans on
r es i dent i al pr oper t i es pur chas ed f r om out s i de t he r egul ar l endi ng a r ea ,
cer t ai n combi nat i on r es i dent i al - commer ci al pr oper t y l oans , apar t ment
house l oans , l oans on chur ches and ot her publ i c f ac i l i t i es , et c. One
s i mpl e way t o pr ovi de s i gni f i cant r el i e f f or Feder al l y- char t er ed
as s oci at i ons woul d be t o decl ar e t ha t onl y t he " exces s above" t he dol l ar
l i mi t at i on- - r at her t han t he ent i r e l oan amount - - shoul d be pl aced i n t he
20%- of - as s et s cat egor y of Sect i on 5( c) . Such a change woul d per mi t
Feder al s avi ngs and l oan as s oci at i ons t o cont i nue t o s er ve t oday' s home
buyi ng publ i c i n many ar eas of t he count r y wher e aver age l oans now
exceed t he $55, 000 l evel . I t woul d al s o per mi t t hem t o compet e
ef f ect i vel y wi t h t hei r s t at e- char t er ed s avi ngs and l oan count er par t s ,
as wel l as commer ci al banks , cr edi t uni ons , mut ual s avi ngs banks ,
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mor t gage banker s , i ns ur ance compani es , and ot her pr ovi der s of home
mor t gage cr edi t . I n cooper at i on wi t h your Fi nanci al I ns t i t ut i ons
Subcommi t t ee col l eagues your Hous i ng Subcommi t t ee adopt ed such an
appr oach i n 1974, but t he " exces s above" l anguage was dr opped i n a
Conf er ence wi t h t he Senat e.

The U. S. League s t r ongl y ur ges t he House Banki ng Commi t t ee t o devel op
new l egi s l at i on i n t he ear l y mont hs of t hi s 95t h Congr es s t o pr ovi de
i mmedi at e r el i ef f r om t he $55, 000 pr obl em.

I t s houl d al s o be not ed t hat , becaus e of cer t ai n " t i e- i n" pr ovi s i ons ,
accommodat i on al s o needs t o be made i n t he s t at ut es gover ni ng t he Feder al
Nat i onal Mor t gage As s oci at i on, t he Feder al Home Loan Mor t gage Cor por at i on,
and t he Feder al Home Loan Bank Act .

Far mer s Home Admi ni s t r at i on- Rur al Hous i ng

Recent s t udi es have r eveal ed a s t eadi l y i ncr eas i ng movement of f ami l i es
f r om t he ur ban ar eas of our count r y t o t he mor e r ur al ar eas . Many
expl ana t i ons ar e of f er ed f or t hi s changed t r end; however , r el at i vel y
l i t t l e i s known about t he i mpact t hat t hes e new ar r i val s have on t he
r ur al ar eas i n whi ch t hey s et t l e. Spot t y r epor t s i ndi cat e t hat many
r ur al communi t i es ar e al r eady f eel i ng pr es sur e on t hei r school s ys t ems ,
wat er and s ewer f aci l i t i es and ot her s er vi ces .

Tr adi t i onal l y, t he Far mer s Home Admi ni s t r at i on has been a maj or pr ovi der
of r ur al and smal l communi t y as s i s t ance and t hey have f ul f i l l ed t hi s r ol e
i n a mos t ef f ect i ve manner . However , t he r ecent i nf l ux of f ami l i es i nt o
r ur al ar eas has t axed t he FmHA' s r es our ces and t hat f eder al agency
now f i nds i t s el f shar pl y cr i t i ci zed f or i t s f ai l ur e t o pr ovi de t he
expect ed s er vi ces .

I n vi ew of t he s avi ngs and l oan bus i nes s exper i ence wi t h s i ngl e- f ami l y
r es i dent i al l endi ng, i t i s onl y nat ur al t he U. S. League woul d be par t i cul ar l y
i nt er es t ed i n as s i s t i ng t he Far mer s Home Admi ni s t r at i on i n t he ar ea of
r ur al hous i ng. The U. S. League has , t her e f or e , been par t i ci pat i ng i n
t he devel opment of t he Far mer s Home Admi ni s t r at i on' s Guar ant eed Si ngl e
Fami l y Rur al Hous i ng pr ogr am, whi ch was i ni t i at ed on J anuar y 1, 1977.
The League cons i der s t hi s new pr ogr am a mos t pr omi s i ng means of
as s i s t i ng r ur al f ami l i es des i r i ng homeowner s hi p. The f act t hat t he pr ogr am
ut i l i zes pr i vat e l ender s s uch as s avi ngs and l oan as s oci at i ons and
commer ci al banks - - i ns t i t ut i ons whi ch a r e al r eady i n pl ace and wel l
es t abl i s hed i n r ur al ar eas t hr oughout our count r y- - s er ves t o pr ovi de
t he s wel l i ng number s of r ur al bor r ower s wi t h expanded oppor t uni t i es f or
adequat e sour ces of mor t gage cr edi t .

We have been mos t pl eas ed wi t h t he r ecept i vi t y of our member s t o a s er i es
of cl i ni cs whi ch t he League put on ar ound t he count r y t hi s wi nt er t o
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i ns t r uct savi ngs and l oan manager s on oper at i ng det ai l s of t he new FmHA
Guar ant eed Loan Pr ogr am. The publ i c and pr i vat e s ect or par t ner s hi p t hat
i s devel opi ng i n t hi s new pr ogr am i s mos t pr omi s i ng, and t he U. S. League
hopes t o s ee i t expanded i n t hi s and ot her hous i ng pr obl em ar eas .

We ar e , however , concer ned t hat t he new guar ant eed pr ogr am i s r ecei vi ng a
good deal of cr i t i ci s m even bef or e i t s ef f ect i venes s has been adequat el y
det er mi ned. I t s eems cl ear t ha t t he r ur al demand f or mor t gage cr edi t
des er ves t he bes t pr i vat e and publ i c s ect or mi x t hat can be made
avai l abl e, j us t as does t he ur ban mar ket . I n t hi s r egar d, we woul d
r ecommend t he el i mi nat i on of t he " gr aduat i on r equi r ement " f or guar ant eed
l oans i n or der t o i mpr ove t hei r mar ket abi l i t y, bot h as t o as s umpt i on
and s econdar y mar ket s al es . Al s o, we have f ound t hat s avi ngs and l oans
pr ef er an i nt er es t r at e t hat does not r equi r e t he use of poi nt s .
Ther e f or e , we r ecommend t ha t a negot i at ed r at e be per mi t t ed f or t he
guar ant eed pr ogr am. We bel i eve t hes e changes woul d r emove s er i ous
i mpedi ment s t o t he use of t he new guar ant eed pr ogr am.

An i ncr ease i n t he mor t gage l i mi t of t he Feder al Hous i ng Admi ni s t r at i on' s
Sect i on 203( i ) home mor t gage i ns ur ance pr ogr am f or out l yi ng ar ea
pr oper t i es woul d pr ovi de ye t anot her means by whi ch r ur al ar eas coul d
be bet t er s er ved. The pr es ent mor t gage l i mi t of $16, 200 i s obvi ous l y
i nadequat e t o at t r act bui l der s and l ender s . The FmHA i s a " l ender of
l as t r esor t " and t he addi t i on of a usef ul 203( i ) pr ogr am t o t he al r eady
avai l abl e Vet er ans Admi ni s t r at i on and convent i onal l oan r esour ces i n
r ur al communi t i es shoul d pr ovi de much needed r el i ef t o t he FmHA.

We have appr eci at ed t hi s oppor t uni t y t o pr es ent t he vi ews of t he
U. S. League on t hes e many vi t al hous i ng i s s ues bef or e your Subcommi t t ee.
We ar e pr ovi di ng 50 addi t i onal copi es of t hi s l et t er t o you and your s t af f
i n t he event t hat you deem i t appr opr i at e t o s har e our l et t er wi t h t he
ot her Member s of your Subcommi t t ee. I f t i me pe r mi t s , we woul d al
appr eci at e your maki ng t hi s l et t er a par t of t he hear i ng r ecor on
hous i ng pr ogr am aut hor i zat i ons .

, Di r ect or
ns

Lee B. Hol mes
St a f f Vi ce Pr es i dent



2580

S UGGE S T E D A ME N D ME N T S TO T H E HOUS I NG AND C O MMU N I T Y DE VE L OP ME NT ACT
P ROP OS E D BY T HE NAT I ONAL AS S OCI AT I ON F OR RE T ARDE D CI TI ZENS , WAS HI NGT ON,

D. C. , AND T H E UNI T E D CE RE BRAL P AL S Y AS S OCI ATI ONS , I NC. , WAS HI NGT ON, D. C.

TI TLE I —C O MMU N I T Y DE VE L OP ME NT

( 1 ) Sect i on 104, Appl i cat i on a n d Re vi e w Requi r e me nt s , be a me n d e d a s f ol l ows :
( a ) Subs ect i on ( a ) ( 4 ) ( A) be a me n d e d t o r e a d:

" Submi t s a hous i ng as s i s t ance pl an whi c h accur at el y s ur veys t he condi -
t i on of t he hous i ng s t ock i n t he c ommu n i t y a nd as ses ses t he hous i ng assi st -
anc e ne e ds of l owe r- i ncome per s ons ( i ncl udi ng s epar at el y i dent i f i abl e pl ans
f or el der l y a n d handi c appe d per s ons , l ar ge f ami l i es , a n d per s ons di spl aced
or t o be di s pl aced) r es i di ng i n or expec t ed t o r es i de i n t he c ommuni t y . "

Separ at el y i dent i f i abl e pl ans f or t he el der l y a n d f or t he handi c appe d a r e r e-
qui r ed becaus e of t he t e nde nc y by bot h H U D a nd l ocal c ommuni t i e s t o a s s u me
t hat t he hous i ng ne eds of t he el der l y a n d handi c appe d ar e i dent i cal .

( b ) A n e w Subs ect i on ( i ) be a d de d whi c h r eads :
" Af t e r J a nua r y 1, 1978 a n y gr ant unde r t hi s chapt er shal l be ma d e onl y

o n condi t i on t ha t t he appl i cant ha s cer t i f i ed t o t he sat i s f act i on of t he Secr e-
t ar y t ha t i t s l a ws a n d pol i ci es ( par t i cul ar l y l a ws a n d pol i ci es r el at ed t o
zoni ng) d o not excl ude hous i ng f or t he el der l y a n d t he ha ndi c apped f r o m
a n y r esi dent i al hous i ng ar ea, a n d t ha t i t s c ommu n i t y de ve l opme nt pr ogr a m
ha s bee n devel oped s o a s t o pr ovi de oppor t uni t i es f or appr opr i at e hous i ng,
i ncl udi ng congr egat e hous i ng, f or t he el der l y a n d ha ndi ca pped wi t hi n resi -
dent i al nei ghbor hoods . "

Di s cr i mi na t or y zoni ng pr ovi s i ons f r equent l y exc l ude t he possi bi l i t y of devel op-
i ng speci al i zed hous i ng f or t he el der l y a n d t he handi capped. A non- di scr i mi na-
t i on a n d af f i r mat i ve act i on r equi r ement i s t hus essent i al .
( 2 ) Sect i on 109, Non- di s cr i mi nat i on, be a me n d e d as f ol l ows :

( a ) No per s on i n t he Uni t ed St at es shal l o n t he gr ounds of r ace, col or , nat i onal
or i gi n, s ex, age, or ha ndi c ap be exc l uded f r om. . . .

A s i mi l ar appr oac h ha s al r eady be en accept ed by t he Congr e s s i n Sect i on
8 ( a ) of P. L. 94- 488, " St a t e a nd Loca l Fi s cal As s i s t ance Ame n d me n t s of 1976.
Thos e a me n d me n t s s t at e:

" An y pr ohi bi t i on aga i ns t di s cr i mi nat i on o n t he bas i s of a ge unde r t he
Ag e Di s cr i mi nat i on Ac t of 1975 or wi t h r es pect t o a n ot her wi s e qual i f i ed
ha ndi c apped i ndi vi dual a s pr ovi ded i n sect i on 504 of t he Rehabi l i t at i on Ac t
of 1973 shal l al so appl y t o a n y s uch pr ogr a m or act i vi t y. "

Sect i on 504 of t he Rehabi l i t at i on Ac t r ea ds a s f ol l ows :
" No ot her wi s e qual i f i ed ha ndi ca pped i ndi vi dual i n t he Uni t ed St at es , a s

def i ned i n sect i on 7( 6) , shal l , sol el y b y r eas on of hi s handi cap, be exc l uded
f r o m t he par t i ci pat i on i n, be deni ed t he benef i t s of , or be s ubj ect ed t o di s-
cr i mi nat i on unde r a n y pr ogr a m or act i vi t y r ecei vi ng Fe de r a l f i nanci al as-
s i s t ance. "

S ECTI ON 2 0 2 —HOUS I NG L OAN AUT HORI T Y

( 1 ) Sect i on 210( c ) , i mmedi a t e l y f ol l owi ng t he phr as e " Me nt a l Re t ar da t i on Fa -
ci l i t i es a n d Co mmu n i t y Me nt a l He a l t h Cent e r Cons t r uct i on Ac t of 1963 or
pur s ua nt t o t i t l e I I I of t he Ol de r Ame r i c a ns Ac t of 1965, " a d d t he f ol l owi ng
s ent ence:

" I n eve r y s t at e whe r e a pr oj ect t o be as si s t ed unde r t hi s par t i s pl anned, t he
st at e De ve l opme nt a l Di sabi l i t y Counc i l shal l be gi ven t he oppor t uni t y by t he
Secr et ar y f or pr i or r evi ew a n d wr i t t en c o mme n t concer ni ng t he ne e d f or a nd
appr opr i at enes s of t he pr opos ed pr oj ect . "

Thi s l angua ge i s neces s i t at ed by HUD' s f ai l ur e t o i mpl e me nt t he cur r ent r e-
qui r eme nt t ha t Sect i on 202 pr oj ect s be i n s uppor t of a n d s uppor t ed by t he appl i -
cabl e s t at e D D pl an.
( 2 ) Sect i on 210( d) ( 1 ) ( B ) i s a me n d e d by a ddi ng a n e w s ubs ect i on ( i i i ) :

" Di s bur s e me nt s ma d e unde r t hi s aut hor i t y ma y be c ombi ne d wi t h St a t e Ho u s -
i ng Fi na nc e a n d De ve l opme nt pr oj ect f unds t o s uppor t hous i ng f or t he el der l y
a n d handi capped. "

Thi s a me n d me n t i s r equi r ed becaus e of HUD' s i nf l exi bi l i t y wi t h r egar d t o
c ombi ni ng Sect i on 202 r es our ces wi t h t hos e of s t at e hous i ng agenci es t o cooper -
at i vel y deve l op speci al i zed hous i ng.
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S ECTI ON 7- C ON GR E GAT E HOUS I NG

( 1 ) Fol l owi ng t he l as t s ent ence of Sect i on 7, a n e w s ent ence s houl d be a dde d
t o r e a d:

" Congr e ga t e hous i ng ma y al s o i ncl ude a pa r t me nt s s ha r e d by unr el at ed a ge d
or di s abl ed per s ons , s hel t er ed apar t ment s , hal f- wa y hous es a n d gr oup home s . "

Thi s pr opos al i s s ugges t ed becaus e of HUD' s e mpha s i s t o da t e on l ar ge, r ent al -
c ompl e x pr oj ect s us i ng caf et er i a- st yl e di ni ng appr oa ches f or di s abl ed per sons .
Smal l e r f ami l y- l i ke s t r uct ur es s houl d be encour aged. Re n t subs i di es s houl d be
f l exi bl e e nough t o al l ow s har i ng of a par t me nt s by unr el at ed el i gi bl e di s abl ed
per s ons .

S ECTI ON 8 - L O WE R I NC OME HOUS I NG AS S I S T ANCE

( 1 ) Sect i on 8 1 s a me n d e d by a ddi ng a n e w subsect i on ( 1 ) :
" Fo r t he pur pos e of ai di ng l owe r- i ncome per s ons i n obt ai ni ng appr opr i at e

exi s t i ng r ent al hous i ng, t he Secr et ar y i s aut hor i zed t o ent er i nt o a nnua l
cont r act s wi t h l ocal hous i ng aut hor i t i es t o pr ovi de i ni t i al pl anni ng, ut i l i t y
a n d r ent depos i t s , f ur ni t ur e, a n d phys i cal adapt at i ons . "

Th e abs ence of t he a bove i t ems c a n ha ve t he ef f ect of t ur ni ng hous i ng pr ogr a m
s pons or s f or t he el der l y a nd handi c appe d a wa y f r o m r enovat i ng exi s t i ng hous -
i ng a n d t owa r ds n e w cons t r uct i on. An aut hor i t y s uc h a s pr opos ed s ubsect i on ( i )
woul d pe r mi t gr eat er ut i l i zat i on of exi s t i ng Sect i on 8 hous i ng f or per s ons wi t h
di sabi l i t i es. Aut hor i zat i ons f or s uch a n e w s t at ut or y pr ogr a m woul d be s ma l l ; f or
exa mpl e , t he UCP A of Pi t t s bur gh i n i t s exper i ence wi t h devel opi ng a s uper vi s ed
a pa r t me nt pr ogr a m us i ng Sect i on 8 exi s t i ng hous i ng f ound t he f ol l owi ng:

I ni t i al Pl a nni ng
On e pr of es s i onal wi t h s ecr et ar y a n d t r anspor t at i on cos t s f or di s abl ed cl i ent s

succes s f ul l y pl aced 2 7 sever el y di s abl ed per s ons i n appr opr i at e hous i ng a n d s t abi -
l i zed t he l i vi ng a r r a nge me nt s of t hr ee ot her per s ons . An n u a l budge t : $50, 000.

Fur ni t ur e a nd Phys i ca l Adapt a t i ons t o Apar t m, ent s
Pur c ha s e of f ur ni t ur e a n d ot her hous ehol d nee ds of a pe r ma ne nt t ype a n d

phys i cal adapt at i ons t o t he a pa r t me nt f or ei ght ( 8 ) s ever el y di s abl ed per s ons ,
5 of wh o m we r e wheel chai r us er s , r equi r ed $24, 037 us i ng t wo- be dr oom apar t -
ment s .

Us i ng a t hr ee- bedr oom a pa r t me nt f or t hr ee r esi dent s , cos t t o UCP A of Pi t t s-
bur gh wa s $3000 f or f ur ni t ur e, a n d $1800 f or phys i cal adapt a t i ons t o t he apar t -
me nt .

Thus , a ver y gener al i zed bal l par k es t i mat e f or t hes e cos t s per per s ons woul d be
r oughl y $5000.
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COMMONWEALTH OF PENNSYLVANI A
DEP ARTMENT OF COMMUNI TY AFFAI RS

HARRI S BURG

THE SECRETARY

Ho n o r a b l e Th o ma s L. As h l e y , Ch a i r ma n

S u b c o mmi t t e e o n Ho u s i n g a n d Co mmu n i t y De v e l o p me n t
2 4 0 6 Ra y b u r n Ho u s e Of f i c e Bu i l d i n g

Wa s h i n g t o n , D. C. 2 0 5 1 5

Ma r c h 1 6 , 1 9 7 7

De a r Re p r e s e n t a t i v e As h l e y :

Th e p u r p o s e o f t h i s l e t t e r i s t o p r o v i d e t h e Ho u s e S u b c o mmi t t e e o n Ho u s i n g

a n d Co mmu n i t y De v e l o p me n t wi t h t h e P e n n s y l v a n i a De p a r t me n t o f Co mmu n i t y Af f a i r s '
v i e ws o n t h e Ho u s i n g a n d Co mmu n i t y De v e l o p me n t Ac t o f 1 9 7 4 . F o r t h e p a s t t e n

y e a r s , t h e De p a r t me n t h a s b e e n a n a c t i v e p a r t n e r wi t h t h e F e d e r a l g o v e r n me n t i n

h e l p i n g P e n n s y l v a n i a l o c a l g o v e r n me n t s u n d e r t a k e a n d s u s t a i n h o u s i n g a n d c o mmu -
n i t y d e v e l o p me n t a c t i v i t i e s , p r o v i d i n g b o t h f i n a n c i a l a n d t e c h n i c a l a s s i s t a n c e .
I t r u s t t h a t t h e De p a r t me n t ' s c o mme n t s wi l l p r o v e u s e f u l t o S u b c o mmi t t e e me m-

b e r s a n d s t a f f a s t h e y c o n s i d e r r e s t r u c t u r i n g a n d r e a u t h o r i z i n g p o r t i o n s o f t h e
Ac t t o b e t t e r me e t t h e h o u s i n g a n d c o mmu n i t y d e v e l o p me n t n e e d s o f Ame r i c a n c o m-
mu n i t i e s .

Th e De p a r t me n t b e l i e v e s t h a t t h e mo s t i mp o r t a n t t a s k f a c i n g Co n g r e s s i n
t h e n e x t f e w mo n t h s i s t h e r e s t r u c t u r i n g o f t h e Co mmu n i t y De v e l o p me n t Bl o c k
Gr a n t ( CDBG) a l l o c a t i o n f o r mu l a . Th e a l l o c a t i o n p r o v i s i o n s o f t h e p r e s e n t l e g -

i s l a t i o n c a n b e r e t a i n e d o n l y wi t h t h e d i r e s t u l t i ma t e c o n s e q u e n c e s t o t h e
n a t i o n ' s mo r e ma t u r e u r b a n c e n t e r s . Un d e r t h e p r e s e n t f o r mu l a s t r u c t u r e , s i x -
t e e n o f P e n n s y l v a n i a ' s s e v e n t e e n me t r o p o l i t a n c i t i e s f a c e p r e c i p i t o u s r e d u c t i o n s

i n t h e i r y e a r l y CDBG e n t i t l e me n t s b e t we e n n o w a n d 1 9 8 0 . I n t h e a g g r e g a t e , t h e
s e v e n t e e n c i t i e s wi l l s e e t h e i r p r e s e n t CDBG a l l o c a t i o n d r o p f r o m $ 1 1 6 mi l l i o n
i n F Y 1 9 7 7 t o $ 5 6 mi l l i o n i n F Y 1 9 8 0 i f t h e a l l o c a t i o n p r o v i s i o n s a r e n o t

c h a n g e d . Th e s e r e d u c t i o n s wi l l s e v e r e l y h a mp e r t h e e f f o r t s o f P e n n s y l v a n i a ' s
me t r o p o l i t a n c i t i e s t o r e v e r s e t h e u r b a n d i s i n v e s t me n t a n d p h y s i c a l d e c a y t h a t
s e v e r e l y t h r e a t e n s t h e i r e c o n o mi c a n d s o c i a l v i t a l i t y .

F o r a n u mb e r o f r e a s o n s , t h e De p a r t me n t b e l i e v e s t h a t t h e p r e s e n t f o r mu l a

f a c t o r s d o n o t me a s u r e a c c u r a t e l y r e l a t i v e c o mmu n i t y d e v e l o p me n t n e e d s . F i r s t ,
t h e p o p u l a t i o n f a c t o r t e n d s t o a l l o c a t e f u n d s o n a p e r c a p i t a b a s i s , a n d s o

wo r k s t o t h e d i s a d v a n t a g e o f t h e l a r g e r u r b a n a r e a s wh i c h , f o r t h e mo s t p a r t ,
a r e l o s i n g p o p u l a t i o n , b u t n o t t h e i r p r o b l e ms . I n t h i s c o n n e c t i o n , S e c t i o n 1 0 2

( a ) ( 7 ) o f t h e H&CD Ac t h a s b e e n i n t e r p r e t e d b y HUD a s r e q u i r i n g u s e o f r e c e n t
p o p u l a t i o n e s t i ma t e s i n l i e u o f p o p u l a t i o n e n u me r a t i o n s r e p o r t e d i n t h e 1 9 7 0
Ce n s u s . Wh i l e we d o n o t a r g u e a g a i n s t t h e u s e o f mo r e c u r r e n t d a t a p e r s e , t h e
s e l e c t i v e u p d a t i n g b y HUD o f o n l y p o p u l a t i o n s t a t i s t i c s , wh i l e o t h e r f a c t o r s
i n d i c a t i n g n e e d ( p o v e r t y a n d o v e r c r o wd e d h o u s i n g ) c o n t i n u e t o b e b a s e d u p o n
1 9 7 0 d a t a , u n f a i r l y b i a s e s t h e a l l o c a t i o n f o r mu l a a g a i n s t t h o s e a r e a s s u f f e r i n g
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o u t - mi g r a t i o n . I t i s we l l k n o wn t h a t o u t - mi g r a n t s t e n d t o b e o f h i g h e r s o c i o -
e c o n o mi c s t a t u s t h a n t h o s e r e ma i n i n g i n a n a r e a . Ar e a s o f o u t - mi g r a t i o n l o s e
t h o s e i n d i v i d u a l s b e s t a b l e t o p a y t a x e s a n d g e n e r a l l y s u p p o r t t h e s o c i o -

e c o n o mi c s t r u c t u r e o f t h e a r e a . Re ma i n i n g a r e t h e p o o r , t h e d i s a d v a n t a g e d a n d
t h e u n s k i l l e d wh o c a n p r o v i d e t h e l e a s t t a x s u p p o r t , b u t y e t r e q u i r e t h e mo s t
i n s o c i a l s e r v i c e s a n d e c o n o mi c s u p p o r t . He n c e , o u t - mi g r a t i o n wo r s e n s t h e i m-
p a c t a n d r e l a t i v e c o n c e n t r a t i o n o f p o v e r t y a n d c o n c o mi t a n t p r o b l e ms . Us i n g
o n l y u p d a t e d p o p u l a t i o n f i g u r e s i n t h e CDBG f o r mu l a , h o we v e r , i g n o r e s t h e i n -
c r e a s e d i mp a c t o f t h e p o v e r t y - s t r i c k e n r e ma i n i n g i n a n a r e a o f o u t - mi g r a t i o n ,
wh i l e b e n e f i t t i n g g r o wi n g a r e a s wh i c h a r e , r e l a t i v e l y s p e a k i n g , b e t t e r o f f .

Se c o n d , a b s o l u t e p o v e r t y n u mb e r s i n t h e f o r mu l a b e a r l i t t l e r e l a t i o n s h i p
t o c o mmu n i t y d e v e l o p me n t n e e d s . Th i s l a c k o f r e l a t i o n s h i p o r i mp r e c i s i o n i s
ma d e wor s e b e c a u s e p o v e r t y i s c o u n t e d t wi c e . I n o u r v i e w, e v e n t h e n u mb e r s
a r e wr o n g b e c a u s e t h e p o v e r t y i n d e x u s e d i n t h e f o r mu l a i n c l u d e s we l f a r e p a y -
me n t s a s i n c o me . He n c e , s t a t e s s u c h a s P e n n s y l v a n i a , wh i c h s e e k t o a p p r o a c h
a n a d e q u a t e r e s p o n s e t o h u ma n n e e d i n t h e i r l e v e l s o f p a y me n t , s h o w f e we r i n -
d i v i d u a l s h a v i n g i n c o me s b e l o w t h e p o v e r t y l e v e l t h a n d o s t a t e s wh i c h p r o v i d e
l o w b e n e f i t s . Mo r e o v e r , t h e Fe d e r a l l y - e s t a b l i s h e d p o v e r t y l e v e l i s n o t a d -
j u s t e d f o r r e g i o n a l d i f f e r e n c e s i n t h e c o s t o f l i v i n g . Th e h i g h e r c o s t s o f
f o o d , f u e l a n d h o u s i n g i n t h e No r t h e a s t ma k e i t mu c h mo r e d i f f i c u l t f o r a f a m-
i l y t o e x i s t o n a p o v e r t y- l e v e l i n c o me i n Pe n n s y l v a n i a t h a n i n c e r t a i n o t h e r
a r e a s o f t h e c o u n t r y . We b e l i e v e t h a t HUD s h o u l d i n c o r p o r a t e a c o s t - o f - l i v i n g
f a c t o r i n t o i t s f u n d i n g a l l o c a t i o n s .

Th e l a s t f o r mu l a f a c t o r , o v e r c r o wd e d h o u s i n g , b e a r s s o me r e l a t i o n s h i p t o
t h e r e l a t i v e c o n c e n t r a t i o n o f l o w- i n c o me p e r s o n s i n mu n i c i p a l i t i e s b u t , a g a i n ,
i s b a s i c a l l y i r r e l e v a n t t o me a s u r i n g c o mmu n i t y d e v e l o p me n t n e e d s o f d e n s e l y
p o p u l a t e d b u t a g i n g mu n i c i p a l i t i e s . Th u s , t h e p r a c t i c a l e f f e c t o f t h i s f a c t o r
i s t o s h i f t r e s o u r c e s t o l e s s d e n s e l y p o p u l a t e d a n d f r e q u e n t l y mo r e we l l - t o - d o

mu n i c i p a l i t i e s .

We h a v e s t u d i e d t h e Ca r t e r Ad mi n i s t r a t i o n ' s p r o p o s a l f o r r e v i s i n g t h e CDBG
p r o g r a m a nd b e l i e v e t h e d u a l f o r mu l a p r o p o s a l h a s me r i t . The n e w a l l o c a t i o n
f o r mu l a , wh i c h i n c l u d e s f a c t o r s r e l a t i n g t o a g e o f t h e h o u s i n g s t o c k a n d p o p u -
l a t i o n g r o wt h l a g , wo u l d a d d r e s s s o me o f t h e ma j o r c o n c e r n s we h a v e a b o u t t h e
p r e s e n t a l l o c a t i o n f o r mu l a .

The De p a r t me n t a l s o b e l i e v e s t h a t t h e Ad mi n i s t r a t i o n ' s p r o p o s e d Ur ba n
Co mmu n i t y De v e l o p me n t Ac t i on Gr a n t p r o g r a m h a s c o n s i d e r a b l e me r i t . Th i s p r o -
p o s e d p r o g r a m a d d r e s s e s o n e o f t h e i n h e r e n t d e f i c i e n c i e s i n b l o c k g r a n t f u n d i n g
f o r c o mmu n i t y d e v e l o p me n t a s s i s t a n c e . Ev e n t h e d u a l f o r mu l a a p p r o a c h , wh i l e a
d i s t i n c t i mp r o v e me n t i n me a s u r i n g r e l a t i v e n e e d s , c a n n o t me a s u r e p r e c i s e l y

u n i qu e c o mmu n i t y d e v e l o p me n t n e e d . I n P e n n s y l v a n i a , f o r i n s t a n c e , ma n y o f o u r
c o mmu n i t i e s c o n t i n u e t o s u f f e r f r o m t h e e f f e c t s o f t h e 1 9 7 2 Ag n e s f l o o d . Th e
c r i t i c a l e c o n o mi c a n d s o c i a l p r o b l e ms wh i c h r e s u l t e d f r o m t h i s d i s a s t e r a r e n o t
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r e f l e c t e d i n 1 9 7 0 Ce n s u s d a t a . Wh i l e I b e l i e v e y o u a n d I c o u l d a g r e e t h a t e x -
t r a o r d i n a r y c o mmu n i t y d e v e l o p me n t n e e d s r e s u l t e d f r o m t h e Ag n e s f l o o d a n d
p e r h a p s e v e n a g r e e u p on wh i c h c o mmu n i t i e s we r e mo s t s e v e r e l y a f f e c t e d , n o f o r -
mu l a c o u l d b e d e v e l o p e d t o s a t i s f y t h e s p e c i a l r e q u i r e me n t s a n d o p p o r t u n i t i e s
f o r t h e s e c o mmu n i t i e s . Th e r e a r e o t h e r l o c a l c i r c u ms t a n c e s wh i c h p r o d u c e e x -
t r a o r d i n a r y c o mmu n i t y d e v e l o p me n t n e e d s t h a t c a n n o t b e r e f l e c t e d i n a f o r mu l a ;
I u s e t h e Ag n e s f l o o d o n l y a s a n e x a mp l e . Th e De p a r t me n t b e l i e v e s t h a t t h e
p r o p o s e d Ur b a n Co mmu n i t y De v e l o p me n t Ac t i o n Gr a n t p r o g r a m wo u l d p r o v i d e HUD
t h e f l e x i b i l i t y n o t c u r r e n t l y a v a i l a b l e t o r e a c t t o t h e s e s p e c i a l s i t u a t i o n s .

Th e Ca r t e r Ad mi n i s t r a t i o n p r o p o s a l s e e ms t o a d e q u a t e l y p r o v i d e f o r e n -
t i t l e d c o mmu n i t i e s , i . e . , me t r o p o l i t a n c i t i e s a n d u r b a n c o u n t i e s ; h o we v e r , we
wou l d l i k e t o r a i s e s o me q u e s t i o n s a n d o f f e r s o me s u g g e s t i o n s wi t h r e g a r d t o
d i s c r e t i o n a r y g r a n t f u n d i n g l e v e l s . A h i g h - r a n k i n g HUD o f f i c i a l r e c e n t l y a d -
v i s e d u s t h a t , u n d e r t h e Ad mi n i s t r a t i o n ' s p r o p o s a l , d i s c r e t i o n a r y f u n d s wo u l d
b e a l l o c a t e d a mo n g i n d i v i d u a l s t a t e n on - me t r o p o l i t a n a n d me t r o p o l i t a n a r e a s o n
t h e b a s i s o f t h e p r e s e n t f o r mu l a . Th i s i s s u r p r i s i n g b e c a u s e t h e p r e s e n t f o r -
mu l a g e n e r a l l y h a s b e e n d i s c r e d i t e d b y b o t h t h e HUD a n d Br o o k i n g s I n s t i t u t e
s t u d i e s o f CDBG a l l o c a t i o n f o r mu l a e . Ac c o r d i n g t o t h e HUD s t u d y , t h i s f o r mu l a
c o r r e l a t e d l o we s t wi t h a c o mp o s i t e i n d e x o f n e e d o f a l l t h e f o r mu l a a l t e r n a -
t i v e s t e s t e d . Th e De p a r t me n t ' s o b j e c t i o n s t o t h e p r e s e n t f o r mu l a , s t a t e d
p r e v i o u s l y , a r e a s a p p l i c a b l e t o t h e a l l o c a t i o n o f d i s c r e t i o n a r y f u n d s a s t h e y
a r e t o t h e a l l o c a t i o n o f e n t i t l e me n t f u n d s . We b e l i e v e t h a t t h e n e w f o r mu l a
h a s b e e n s h o wn t o b e a b e t t e r i n d i c a t o r o f c o mmu n i t y d e v e l o p me n t n e e d , a n d i t
s h o u l d b e u s e d t o a l l o c a t e d i s c r e t i o n a r y f u n d s .

Th e r e a r e s e v e r a l o t h e r r e c o mme n d a t i o n s we wo u l d l i k e t o ma k e wi t h r e g a r d
t o t h e CDBG d i s c r e t i o n a r y g r a n t p r o g r a m wh i c h we b e l i e v e wo u l d i mp r o v e i t s
u s e f u l n e s s i n me e t i n g t h e c o mmu n i t y d e v e l o p me n t n e e d s o f s ma l l e r c o mmu n i t i e s ,
p a r t i c u l a r l y t h o s e c o mmu n i t i e s n o w r e c e i v i n g h o l d - h a r ml e s s e n t i t l e me n t g r a n t s
wh i c h wi l l s e e t h e i r g r a n t s r e d u c e d t o z e r o b y 1 9 8 0 . I n P e n n s y l v a n i a , 9 2
s ma l l e r c o mmu n i t i e s we r e e l i g i b l e t o r e c e i v e e n t i t l e me n t g r a n t s u n d e r t h e h o l d -
h a r ml e s s p r o v i s i o n s o f t h e CDBG p r o g r a m, t h e l a r g e s t n u mb e r o f s u c h c o mmu n i t i e s
i n a n y s t a t e . Of t h e 9 2 c o mmu n i t i e s , 4 7 c o u l d p a r t i c i p a t e i n t h e u r b a n c o u n t y
p r o g r a m. Th e r e ma i n i n g 4 5 wi l l d e p e n d u p o n d i s c r e t i o n a r y g r a n t s t o a u g me n t
d e c l i n i n g h o l d - h a r ml e s s f u n d s .

As p r e s e n t l y s t r u c t u r e d , t h e d i s c r e t i o n a r y g r a n t p r o g r a m d i s c o u r a g e s a
c o mp r e h e n s i v e a p p r o a c h t o me e t i n g t h e c o mmu n i t y d e v e l o p me n t n e e d s o f s ma l l e r
c o mmu n i t i e s . Di s c r e t i o n a r y g r a n t a wa r d s a r e l i mi t e d t o p r o j e c t s wh i c h c a n b e
e x e c u t e d wi t h i n t wo y e a r s . Mo r e o v e r , t h e ma x i mu m g r a n t l i mi t a t i o n s ( $ 4 0 0 , 0 0 0
i n Pe n n s y l v a n i a n o n - me t r o p o l i t a n a r e a s ) o f t e n p r e v e n t e n t i r e p r o g r a ms f r o m b e -
i ng f u n d e d . Th e r e s u l t i s t h e e n c o u r a g e me n t o f s h o r t - t e r m, s i n g l e - p u r p o s e
p u b l i c wo r k s p r o j e c t s r a t h e r t h a n mu l t i - f a c e t e d , c o mp r e h e n s i v e c o mmu n i t y d e -
v e l o p me n t p r o g r a ms . Th i s s i t u a t i o n h a s p a r t i c u l a r i mp l i c a t i o n s f o r t h o s e
h o l d - h a r ml e s s c o mmu n i t i e s wh i c h wi l l b e f o r c e d t o u s e t h e d i s c r e t i o n a r y p r o g r a m.
Fo r t h e mo s t p a r t , t h e s e c o mmu n i t i e s , b e c a u s e o f t h e i r p r i o r p a r t i c i p a t i o n i n



c a t e g o r i c a l p r o g r a ms a n d t h e CDBG p r o g r a m, h a v e d e v e l o p e d a n i n - h o u s e c a p a c i t y
t o p l a n a n d e x e c u t e h o u s i n g a n d c o mmu n i t y d e v e l o p me n t p r o g r a ms . Th e s h o r t - t e r m,
u n c e r t a i n y e a r - t o - y e a r n a t u r e o f d i s c r e t i o n a r y f u n d i n g , h o we v e r , ma k e s i t d i f -
f i c u l t f o r t h e s e c o mmu n i t i e s t o ma i n t a i n t h e i r h o u s i n g a n d c o mmu n i t y d e v e l o p me n t
c a p a b i l i t i e s . We ma y l o s e t h e v a l u a b l e r e s o u r c e o f k n o w- h o w wh i c h d e v e l o p e d i n
t h e s e c o mmu n i t i e s o v e r t h e p a s t s e v e r a l y e a r s .

Th e De p a r t me n t b e l i e v e s t h a t t h e s c o p e o f t h e d i s c r e t i o n a r y g r a n t p r o g r a m
s h o u l d b e b r o a d e n e d t o e n c o u r a g e l o n g e r - t e r m, mo r e c o mp r e h e n s i v e a p p r o a c h e s t o
c o mmu n i t y d e v e l o p me n t i n s ma l l e r mu n i c i p a l i t i e s . I t i s i n c o n g r u o u s t h a t t h e
d i s c r e t i o n a r y g r a n t p r o g r a m p r e s e n t l y r e q u i r e s c o mmu n i t i e s t o o u t l i n e a t h r e e -
ye a r c o mmu n i t y d e v e l o p me n t p l a n a n d e s t a b l i s h t h r e e - y e a r h o u s i n g a s s i s t a n c e
g o a l s i n t h e i r g r a n t a p p l i c a t i o n s , y e t o n l y g u a r a n t e e s f u n d i n g f o r a p r o j e c t
wh i c h mu s t t a k e l e s s t h a n t wo y e a r s t o e x e c u t e a n d c l o s e - o u t . We wo u l d r e c o m-
me nd t h a t c h a n g e s b e ma d e wh i c h wo u l d p e r mi t d i s c r e t i o n a r y p r o g r a ms t o c o v e r
t h r e e y e a r s , wi t h c o mme n s u r a t e i n c r e a s e s i n t h e ma x i mu m g r a n t a mo u n t o r g u a r a n -
t e e d y e a r l y f u n d i n g f o r t h e l i f e o f t h e p r o g r a m. Ad d i t i o n a l l y , we wou l d l i k e
t o s e e p r o v i s i o n b e g i ve n i n t h e l a w t o a wa r d d i s c r e t i o n a r y g r a n t s t o t h o s e
c o mmu n i t i e s wh i c h ma y b e e x p e r i e n c i n g h a r d s h i p b e c a u s e o f t h e p h a s e - o u t o f
h o l d - h a r ml e s s f u n d i n g .

On e r e c o mme n d a t i on wh i c h t h i s De p a r t me n t h a s ma d e f r o m t i me t o t i me wh i c h
wo u l d i mp r o v e t h e e f f e c t i v e n e s s o f t h e d i s c r e t i o n a r y g r a n t p r o g r a m i s f u n d i n g
f o r Se c t i o n 8 1 1 o f t h e H&CD Ac t . As y o u k n o w, Se c t i o n 8 1 1 a u t h o r i z e s HUD t o
ma k e g r a n t s f o r t h e p r o v i s i o n o f t e c h n i c a l a s s i s t a n c e i n t h e f u r t h e r a n c e o f
t h e o b j e c t i v e s o f t h e CDBG p r o g r a m; h o we v e r , n o f u n d s h a v e b e e n a p p r o p r i a t e d
f o r t h i s s e c t i o n . S ma l l e r c o mmu n i t i e s , e s p e c i a l l y t h o s e wh i c h h a v e n o t p a r -
t i c i p a t e d p r e v i o u s l y i n e i t h e r t h e c a t e g o r i c a l p r o g r a ms o r t h e CDBG p r o g r a m,
n e e d t e c h n i c a l a d v i c e a n d a s s i s t a n c e n o t o n l y i n p l a n n i n g , b u t a l s o i n a d mi n -
i s t e r i n g c o mmu n i t y d e v e l o p me n t p r o g r a ms . I n ma n y s t a t e s , De p a r t me n t s o f
Co mmu n i t y Af f a i r s , o r t h e i r e q u i v a l e n t s , h a ve d e v e l o p e d a s i g n i f i c a n t c a p a c i t y
i n t h i s r e s p e c t . Si n c e t h e a d v e n t o f t h e Ac t , t he n u mb e r o f c l i e n t e l e o r p o -
t e n t i a l c l i e n t e l e mu n i c i p a l i t i e s h a s i n c r e a s e d g r e a t l y . I n Pe n n s y l v a n i a , t h e
De p a r t me n t h a s f un d e d wi t h St a t e t a x d o l l a r s f o r a n u mb e r o f y e a r s c o mmu n i t y
d e v e l o p me n t a c t i v i t i e s a n d g e n e r a l t e c h n i c a l s e r v i c e s t o mu n i c i p a l i t i e s .

The De p a r t me n t h a s wo r k e d c l o s e l y wi t h t h e t wo HUD a r e a o f f i c e s t h a t s e r -
v i c e t h e St a t e . Th i s c o o r d i n a t i o n h a s i n c r e a s e d , n o t d e c r e a s e d , t h e n e e d f o r
g r e a t e r u s e o f St a t e r e s o u r c e s t o p r o v i d e c o mmu n i t y d e v e l o p me n t t e c h n i c a l a s -
s i s t a n c e . Wi t h o u t i n a n y wa y d e n i g r a t i n g HUD a r e a o f f i c e s ( wi t h wh i c h we
e n j o y t h e b e s t r e l a t i o n s ) , I a m c o n v i n c e d t h a t t h e y , a Fe d e r a l a g e n c y mo r e

r e mo t e f r o m t h e l o c a l s c e n e , c a n n o t p r o v i d e t h e c o mmu n i t y d e v e l o p me n t t e c h n i -
c a l a s s i s t a n c e n e e d e d b y a l l b u t t h e v e r y l a r g e c i t i e s . I c a n a s s u r e y o u t h a t
t h e De p a r t me n t , g i v e n t h e i n c r e a s e d o p p o r t u n i t y t h r o u g h Se c t i o n 8 1 1 f u n d i n g ,
c a n a n d wi l l s e e t h a t t h e o b j e c t i v e s o f t h e H&CD Ac t a r e c a r r i e d o u t . Fo r t h e
s a me r e a s o n , we wo u l d l i k e t o s e e t he a d mi n i s t r a t i o n o f d i s c r e t i o n a r y f u n d s
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s h i f t e d t o t h e s t a t e s a s p r o p o s e d b y t h e l a s t a d mi n i s t r a t i o n .

Th a nk yo u f o r p r o v i d i n g t h i s o p p o r t u n i t y f o r t h e De p a r t me n t t o e x p r e s s i t s
v i e w o n t h e CDBG p r o g r a m. Sh o u l d y o u o r me mb e r s o f t h e Su b c o mmi t t e e r e q u i r e
f u r t h e r i n f o r ma t i o n o n a n y o f t h e a b o v e p o i n t s , p l e a s e c o n t a c t me .

Si n c eit e l y ,

/ 11

Wi l l i a m H. Wi l c ox
Se c r e t a r y o f Co mmu n i t y Af f a i r s
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STATE OF MARYLAND, DEPARTMENT OF ECONOMI C
AND COMMUNI TY DEVELOPMENT,

OFFI CE OF THE SECRETARY,
Annapol i s , Md. , Fe br ua r y 17, 1977.

Me mo r a n d u m t o: Me mb e r s of Subc ommi t t e e o n Hous i ng a n d Co mmu n i t y De -
ve l opment , U. S. Ho u s e of Repr es ent at i ves .

F r o m: J os eph G. Anas t as i , pr es i dent , Counc i l of St at e Co mmu n i t y Af f ai r s Age n-
ci es ( COS CAA) .

Subj ec t : Over s i ght hear i ng t es t i mony.
Si nce budge t aut hor i zat i on hear i ngs a r e t o be s chedul ed i n t he ne xt s ever al

we e k s f or t he H U D budge t . I wi s h t o br i ng t o your at t ent i on t es t i mony t ha t I
pr es ent ed t o t he Ba nki ng, Hous i ng a n d Ur b a n Af f ai r s Commi t t e e l as t Au gus t 25.
My r e ma r ks a n d di scus s i on wi t h Sena t or Pr oxmi r e a bout t he t es t i mony a ppea r
on page s 43 7 t hr ough 459 of t he publ i shed r epor t .

T wo pr i ma r y poi nt s of my t es t i mony wer e , one, t ha t t he s t at es ha ve ma d e a
mu c h gr eat er c o mmi t me n t t o hous i ng a n d c o mmun i t y deve l opme nt t ha n t he
f eder al gove r nme nt h a s s e en fi t t o r ecogni ze; a n d t wo, t ha t t her e i s a des per at e
ne ed f or f eder al f undi ng of t echni cal as s i s t ance s o t ha t i mpl e ment a t i on of l ocal
pr oj ect s c a n pr oceed.

As not ed i n t he hear i ng r epor t , Sena t or Pr oxmi r e expr es s ed a s t r ong i nt er est
i n my obs er vat i ons a n d r e comme nda t i ons . Wi t h r es pect t o a s t at e r ol e i n t he
c ommun i t y de ve l opme nt pr ogr a m, h e s t at es, " Th e y ha ve t he exper t i se. Th e y
ha ve t he compe t e nc e a n d capabi l i t y of coor di nat i ng t hi s on a s t at ewi de basi s . "
( P. 454)

Wi t h r egar d t o t echni cal as s i s t ance, Sena t or Pr oxmi r e not ed hi s a gr e e me nt
t ha t " H UD hasn' t pr ovi ded adequa t e ef f ect i ve s uppor t , " a n d t hat s t at es s houl d
be abl e t o r ecei ve f unds t o pr ovi de t hi s ass i s t ance. We di s cus sed t he possi bi l i t y of
a $15 mi l l i on appr opr i at i on f or a pr esent l y d o r ma n t Sect i on 811 f or t hi s pur -
pos e ( P. 457) . My t es t i mony i nc l uded a s t a t ement o n t he ki nds of t echni cal as -
s i s t ance t hat one ne ede d ( pp. 449- 452) .

I hope t ha t you f i nd t hes e r e c omme nda t i ons t o be i n accor d wi t h your o wn vi e w
of h o w t he c o mmu n i t y de ve l opme nt pr ogr a m coul d be i mpr ove d t hr ough gr eat er
i nvol vement of t he st at es.

J OSEPH G. ANASTASI ,
Secr et ar y.

STATE OF MI CHI GAN,
DEPARTMENT OF NATURAL RESOURCE,

La ns i ng, Mi ch. , Ma r c h 10, 1977.
Ho n . THOMAS L. ASHLEY,
Cha i r ma n, Subc ommi t t e e on Hous i ng a n d Co mmu n i t y De ve l opme nt , Commi t t e e

o n Ba nki ng, Fi na nc e a n d Ur b a n Af f ai r s , Wa s hi ngt on D. C.
DEAR CHAI RMAN ASHLEY: I t i s our under s t andi ng t ha t t he Subc ommi t t e e o n

Hous i ng a n d Co mmu n i t y De ve l opme nt r ecent l y hel d hear i ngs on pr ogr a ms a d-
mi ni s t er ed by t he De pa r t me n t of Hous i ng a n d Ur b a n De ve l opme nt . We a r e par -
t i cul ar l y i nt er es t ed i n a n d concer ned by t he Nat i onal Fl ood I ns ur anc e Pr o g r a m
admi ni s t er ed b y t hat agency, a n d woul d l i ke t o t a ke t hi s oppor t uni t y t o appr i s e
you of t hos e concer ns .

Th e Nat i ona l Fl ood I ns ur anc e Pr og r a m, aut hor i zed by Publ i c L a w 93- 234,
Publ i c L a w 91- 152 a n d Publ i c L a w 90- 448, pr ovi des nee de d de ve l opme nt cont r ol
i n des i gnat ed f l ood pr one ar eas i n Mi chi gan. Ho we ve r , i t i s def i ci ent i n t hr ee
cr i t i cal ar eas .

Fi r s t , t he pr ogr a m r equi r es l ocal uni t s of gove r nme nt t o cont r ol f ut ur e de-
ve l opme nt i n f l ood pl ai n a r eas by enact i ng a n d admi ni s t er i ng l ocal f l ood pl ai n
r egul at i ons . Thi s pl aces a he a vy bur den o n ma n y of our r ur a l t owns hi ps a n d
vi l l ages wi t hout a n y ef f ect i ve wa y of hel pi ng t he l ocal uni t s pe r f or m t hes e
t asks . Th e Fede r a l I ns ur a nce Admi ni s t r a t i on i s depe ndi ng on t he s t at es t o pr o-
vi de neces s ar y gui danc e a n d exper t i s e i n ai di ng t he l ocal uni t s i n devel opi ng
a n d admi ni s t er i ng f l ood pl ai n r egul at i ons. No f unds ha ve be e n pr ovi ded t o t he
st at es f or t hi s coor di nat i on ef for t . We a r e not abl e t o adequat e l y pr ovi de ne eded
hel p wi t hout pr oper f undi ng. We ur ge Congr e s s t o cons i der pr ovi di ng f unds f or
t he pur pos e of ass i s t i ng l ocal uni t s of gove r nme nt .

Second, t he pr ogr a m does not pr ovi de f or s t at e a ppr ova l of f l ood pl ai n de-
l i neat i on s t udi es be i ng done by t he Feder a l I ns ur ance Admi ni s t r at i on. St at es
s houl d ha ve t hi s aut hor i t y a n d f undi ng s houl d be avai l abl e f or t hos e s t at es t hat



ha ve t he neces s ar y exper t i s e a n d desi r e t o r evi ew a nd a ppr ove or r ej ect f l ood
pl ai n s t udi es .

Thi r d, t he 1973 a me n d me n t s ( P. L. 93- 234) t o t he Nat i onal Fl ood I ns ur ance
Ac t a r e not bei ng i nt er pr et ed by t he Fe de r a l I ns ur ance Admi ni s t r a t i on ( F I A) i n
t he wa y we bel i eve Congr es s i nt ended. We f eel t he t ype of er os i on t ha t i s n o w
bei ng exper i enced o n t he Gr e a t La ke s shor el i ne wa s i nt ended t o be cover ed unde r
t he i ns ur ance pr ogr a m. Wh a t e v e r t he i nt ent i on of t he Ac t i n t hi s r egar d, i t i s
conf us i ng a n d t he F I A i nt er pr et at i on ha s not el i mi nat ed t he conf us i on. F I A
ha s i nt er pr et ed t he ext ens i on t o onl y c over er os i on a c c ompa ni e d b y a n unus ual l y
hi gh wa t e r l evel , c a us e d by a s ever e s t or m or by a n unant i ci pat ed f or ce of na t ur e
or s o me s i mi l ar l y unus ua l a n d unf or es eeabl e event . I t i s our cont ent i on t ha t t hi s
i nt er pr et at i on unneces s ar i l y l i mi t s t he cover age i nt ended a n d i n f act di squal i f i es
mu c h of t he d a ma g e n o w t aki ng pl ace on t he Gr e a t La kes .

Th e t e r m " er os i on" wh e n us ed i n t he Nat i ona l Fl ood I ns ur ance Ac t s houl d
be di vor ced f r o m t he def i ni t i on of f l oodi ng. Sever a l ot her t e r ms us e d i n t he Ac t
ne ed t o be def i ned or al t er ed s o t ha t t hey r ef l ect t he t r ue er os i on s i t uat i on on t he
Gr e a t La ke s . We bel i eve t hi s c a n bes t be accompl i s hed b y a me n d me n t t o t he Ac t
a n d we a r e cons i der i ng a r eques t f or a me n d me n t t o Mi chi gan' s Congr es s i onal
del egat i on. Th e er os i on ha z a r d pr ovi s i ons of t he Ac t al so necess i t at e a good dea l
of ef f or t t o ' acqui r e er os i on da t a. We woul d ur ge t ha t t he cos t s f or s uc h ef f or t s be
r ecogni zed wh e n t he Fe der a l I ns ur a nce Admi ni s t r at i on' s budge t i s bei ng con-
s i der ed.

I f over s i ght hear i ngs o n t he Fl ood I ns ur a nc e Pr o g r a m a r e s chedul ed i n t he
f ut ur e, we woul d ver y mu c h l i ke t o be advi s ed of t hos e hear i ngs , a n d woul d wi s h
t o a ppe a r bef or e t he Subc ommi t t e e wi t h our t hought s .

Pl eas e advi s e me i f you woul d l i ke mo r e det ai l on our c oncer ns or on our
t hought s f or a me n d me n t t o t he Act .

Th a n k you f or your cons i der at i on.
Si ncer el y,

HOWARD A. TANNER, Di r ect or .

CONGRESS OF THE UNI TED STATES,
HOUSE OF REPRESENTATI VES,

Wa s hi ngt on, D. C. , Fe br ua r y 28, 1977.
Ho n . THOMAS L. ASHLEY,
Cha i r ma n, Subc ommi t t e e o n Hous i ng a n d Co mmu n i t y De ve l opme nt , Commi t t e e

on Ba nki ng, Fi na nc e a nd Ur b a n Af f ai r s, Was ki ngt cm„ D. C.
DEAR CHAI RMAN ASHLEY: I n a connect i on wi t h your Subcommi t t ee ' s hear i ngs

o n t he Co mmu n i t y De ve l opme nt Bl oc k Gr a n t Pr og r a m, I ur ge your f avor abl e
cons i der at i on of pr opos al s t o s t r i ke subsect i on 106 ( h ) ( 2 ) of t he Hous i ng . and
Co mmu n i t y De ve l opme nt Act .

I at t ach a l et t er I r ecei ved f r o m t he Honor a bl e Ki l e Mo r ga n, Ma y o r of t he
Ci t y of Nat i ona l Ci t y, whi c h cl ear l y out l i nes , i n dol l ar s of not cent s , t he f at e of
s ma l l ci t i es s houl d t he pr ovi s i on r e ma i n i n ef fect .

I t i s my hope t ha t y ou wi l l br i ng t he Ma yor ' s r e c omme nda t i on—a l ong wi t h
e ndor s e me nt of hi s r e que s t —t o t he ' at t ent i on of t he ot her ' Subc ommi t t ee me m-
ber s , a n d ma k e i t a par t of t he offi ci al hear i ng r ecor d.

Yo u r ki nd at t ent i on a n d as s i s t ance a r e deepl y appr eci at ed.
Si ncer el y,

LI ONEL VAN DEERLI N, Me mb e r of Congr es s .

THE CI TY OF NATI ONAL CI TY, CALI F.
Fe br ua r y 15, 1977.

CONGRESSMAN LI ONEL VAN DEERLI N,
Ra y b u r n Of f i ce Bui l di ng,
Wa s hi ngt on, D. C.

DEAR CONGRESSMAN VAN DEERLI N: As you k n o w bot h Nat i onal Ci t y a n d I m-
per i al Be a c h a r e " hol d- har ml es s " or " pha s e- d o wn " ci t i es unde r t he Co mmu n i t y
De ve l opme nt Bl oc k Gr a n t Pr ogr a m. Thi s me a n s t ha t our f undi ng pat t er n i n
Nat i ona l Ci t y wi l l l ook l i ke t hi s :

1975, $841, 000; 1976, $841, 000; 1977, $841, 000; 1978, $520, 000; 1979,
$321, 000; a n d 1980, 0.
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As you al so k n o w Nat i onal Ci t y ha s ma d e a n d i s ma k i n g de t e r mi ned ef f or t s t o
mai nt a i n i t s ne i ghbor hoods a n d ke e p a he a d of bl i ght a n d det er i or at i on. Al -
t hough l ar ge a mou n t s of Ci t y f unds a r e us ed i n t hi s ef for t , onl y t he dol l ar s pr o-
vi ded by t he Co mmu n i t y De ve l opme nt Bl ock Gr a nt Pr o g r a m ma k e s t hi s ef f or t
a succes s f ul one. Wi t ho ut i t t hi s Ci t y wi l l s t eadi l y l os e gr ound t o bl i ght a n d
det er i or at i on.

Be c a us e we a r e ma ki n g t hes e ef f or t s we s i ncer el y hope i t wi l l be possi bl e t o
mai nt a i n Bl oc k Gr a n t f undi ng a t t he cur r ent l end f or hol d- har ml es s ci t i es,
especi al l y t hos e unde r 50, 000 i n popul at i on, whos e ent i t l ement f undi ng wi l l
ot her wi s e g o t o zer o.

Pl eas e ur ge your col l eagues o n t he Ho u s e Subc ommi t t e e o n Hous i ng a n d Co m-
muni t y De ve l opme nt t o s uppor t H. R. 1522, especi al l y t ha t pa r t whi c h s t r i kes
subs ect i on 10 6( h) ( 2 ) of t he Hous i ng a n d Co mmu n i t y De ve l opme nt Ac t of 1974.

Be s t wi s he s f or t he c omi ng sess i on.
Ve r y t r ul y your s ,

KI LE MORGAN,
Ma y o r of t he Ci t y of Nat i ona l Ci t y a n d

Cha i r ma n of t he Co mmu n i t y De ve l opme nt Commi s s i on
of t he Ci t y of Nat i onal Ci t y.

CONGRESS OF THE UNI TED STATES,
HOUSE OF REPRESENTATI VES.

Wa s hi ngt on D. C. , Fe br ua r y 28, 1. 977.
Ho n . THOMAS L. ASHLEY,
Cha i r ma n, Subc ommi t t e e o n Hous i n g a n d Co mmu n i t y De ve l opme nt , Commi t t e e

on Ba nki ng, Fi na nc e a n d Ur ba n Af f ai r s , Wa s hi ngt on, D. C.
DEAR Mn . CHAI RMAN: Enc l os ed a r e a n u mb e r of l et t er s I ha ve r ecei ved f r o m

Ma y o r s of t owns i n my Congr es s i ona l Di s t r i ct expr es s i ng s uppor t f or t he Ur b a n
Count i es pr ovi s i on unde r t he Co mmu n i t y De ve l opme nt - Bl ock Gr a nt pr ogr a m.

The s e a r e conveye d f or t he s ubcommi t t ee ' s cons i der at i on a s i t t akes u p r eau-
t hor i zat i on of t hi s pr ogr a m. Wo u l d s ur el y appr eci at e i t i f t he Ma yor ' s c o mme n t s
coul d be i ncl uded i n t he hear i ng r ecor d i n t hi s r egar d.

Th a n k you ver y mu c h , a nd ver y bes t wi s hes .
Si ncer el y,

J I M WRI GHT, Me mb e r of Congr es s .

T OWN OF LAKESI DE,
For t Wor t h , Tem. , Fe br ua r y 15, 1977.

Ho n . J I M WRI GHT,
Ra y b u r n Ho u s e Off i ce Bui l di ng,
Wa s hi ngt on, D. C.

DEAR CONGRESSMAN WRI GHT: As y ou a r e pr obabl y a wa r e , t he Co mmu n i t y
De ve l opme nt Bl oc k Gr a nt Pr o g r a m c o me s u p f or r eaut hor i zat i on i n t hi s ses si on
of Congr es s . Thi s Pr o g r a m ha s been of t r e me ndous benef i t t o t he To wn of
Lakes i de a n d t he ot her 3 0 ci t i es i n Ta r r a nt Count y wh o compr i s e t he Ur b a n
Count y Cons or t i um. I t ha s enabl ed us t o unde r t ake ma n y badl y ne e de d c om-
muni t y i mp r ove me nt pr oj ect s whi c h woul d not ha ve been possi bl e wi t hout t hi s
assi s t ance.

The r e a r e s o me of fi ci al s i n H. U. D. a n d i n t he l ar ger ci t i es wh o d o not f ul l y
under s t a nd t he i mpor t a nc e of at t acki ng t he pr obl e ms of s l ums a n d bl i ght i n
r api dl y devel opi ng a r eas of ur bani zi ng count i es bef or e t hes e pr obl e ms b e c ome
unma na ge a bl e . Th e y s eek cha nge s i n t he exi s t i ng Co mmu n i t y De ve l opme nt pr o-
g r a m whi c h woul d exc l ude or s ever el y l i mi t Ur b a n Count i es f r o m par t i ci pat i ng
i n t he benef i t s of t hi s pr ogr a m. I a n d my f el l ow Ma y o r s i n Ta r r a nt Count y ur ge
you t o s uppor t r eaut hor i zat i on of t he Co mmu n i t y De ve l opme nt Bl oc k Gr a nt
Pr o gr a m a n d t o r esi st a n y modi f i cat i ons t o t he Ac t whi c h woul d s er ve t o r est r i ct
Ur b a n Count i es f r o m f ul l y par t i ci pat i ng i n t he Pr og r a m.

Th e ci t i zens of t he To wn of La kes i de a s wel l a s t he ent i r e Count y wi l l be
deepl y appr eci at i ve of a n y as s i s t ance you c a n pr ovi de t o as s ur e t ha t t he Co m-
muni t y De ve l opme nt Bl ock Gr a n t Pr o g r a m i s r e ne we d a n d t he r ol e of Ur ba n
Count i es i n t hi s Pr o g r a m i s pr es er ved.

Si ncer el y,
J OHN RANGEL, Ma yor .
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MAYORS' COUNCI L OF TARRANT COUNTY, Tx . ,
Fe or ua r y 4, 1977.

Ho n . J I M WRI GHT,
Ra y b u r n Ho u s e Of f i ce Bui l di ng,
Wa s hi ngt on, D. C.

DEAR CONRESSMAN WRI GHT: No w t ha t Congr es s i s s chedul ed t o cons i der r e-
aut hor i zat i on of t he Co mmu n i t y De ve l opme nt Bl ock Gr a nt Pr o g r a m t hi s spr i ng,
I f el t t hi s woul d be a good t i me t o l et y ou k n o w h o w i mpor t ant t hi s pr og r a m
ha s been t o t he ci t i es of Ta r r a nt Count y. As cur r ent Ch a i r ma n of t he Ta r r a nt
Count y Counc i l of Ma yor s , I ha ve be c ome acquai nt ed wi t h t he pr es s i ng c o m-
muni t y i mpr ove me nt ne e ds of t he 3 1 me mb e r ci t i es of t he Ur b a n Count y Con-
s or t i um. Co mmu n i t y De ve l opme nt Bl oc k Gr a nt f unds ha ve a l l owed us t o under -
t ake pr oj ect s t o sol ve ma n y of t hes e pr obl ems . Wi t hout t hes e f unds ma n y of t he
ur gent pr obl e ms f aci ng t he 200, 000 pl us popul at i on of our Ur ba n Count y j ur i sdi c-
t i on woul d r e ma i n uns ol ved.

As a r api dl y devel opi ng count y, t he c o mmu n i t y de ve l opment pr obl e ms we f ace
ar e i n ma n y wa y s di f f er ent f r o m t hos e of l ar ger ci t i es s uch a s t hos e i n t he
nor t heas t . Th e y a r e di f f er ent but no l ess i mpor t a nt or ur gent . Ou r phi l os ophy
a s a n Ur b a n Count y i s t o t ackl e t he pr obl e ms of s l ums a n d bl i ght bef or e t he
pr obl e ms a r e be yond sol ut i on. We f eel t ha t our a ppr oa c h a n d our pr ogr a m ha s
been succes sf ul , but mu c h r e ma i ns t o be accompl i s hed. Fo r t hes e r eas ons , I hope
you wi l l s uppor t r eaut hor i zat i on of t he Co mmu n i t y De ve l opme nt Bl oc k Gr a nt
Pr og r a m a n d oppos e a n y modi f i cat i ons whi c h woul d s e r ve t o el i mi nat e or r e-
st r i ct Ur b a n Count i es f r o m par t i ci pat i on.

F e w Fe der a l Pr o g r a ms ha ve bee n of s uc h di r ect , ef fi ci ent , a n d posi t i ve benef i t
a s Ta r r a nt Count y' s Co mmu n i t y De ve l opme nt pr ogr a m. I k n o w t he ci t i zens of
Ta r r a nt Count y wi l l appr eci at e your l eader s hi p i n gai ni ng r eaut hor i zat i on of
t he pr ogr a m i n a f o r m whi c h wi l l a l l ow us t o cont i nue our wor k.

Si ncer el y,
HARRY PURSER, Cha i r ma n.

CI TY OF LAKE WORTH,
La k e Wor t h , Tex. , Fe br ua r y 9, 1977.

Ho n . J I M WRI GHT,
Ra y b u r n Ho u s e Of f i ce Bui l di ng,
Wa s hi ngt on, D. C.

DEAR CONGRESSMAN WRI GHT: As you a r e pr obabl y a wa r e , t he Co mmu n i t y De -
ve l opment Bl ock Gr a nt Pr o g r a m c o me s u p f or r eaut hor i zat i on i n t hi s s es si on of
Congr es s . Thi s Pr o g r a m ha s been of t r e me ndous benef i t t o t he Ci t y of La k e Wo r t h
a n d t he ot her 3 0 ci t i es i n Ta r r a nt Count y wh o c ompr i s e t he Ur b a n Count y Con-
s or t i um. I t ha s enabl ed us t o under t ake ma n y badl y ne eded c o mmu n i t y i mpr ove-
me n t pr oj ect s whi c h woul d not ha ve bee n possi bl e wi t hout t hi s ass i s t ance.

The r e a r e s o me offi ci al s i n H. U. D. a n d i n t he l ar ger ci t i es wh o d o not f ul l y
unde r s t and t he i mpor t a nc e of at t acki ng t he pr obl e ms of s l ums a n d bl i ght i n
r api dl y devel opi ng a r eas of ur bani z i ng count i es bef or e t hes e pr obl e ms be c ome
unma na ge a bl e . Th e y s eek c ha nge s i n t he exi s t i ng Co mmu n i t y De ve l opme nt pr o-
g r a m whi c h woul d exc l ude or s ever el y l i mi t Ur b a n Count i es f r om par t i ci pat i ng
i n t he benef i t s of t hi s pr ogr a m. I a nd my f el l ow Ma y o r s i n Ta r r a nt Count y ur ge
you t o s uppor t r eaut hor i zat i on of t he Co mmu n i t y De ve l opme nt Bl ock Gr a nt
Pr o g r a m a nd t o r esi st a n y modi f i cat i ons t o t he Ac t whi c h woul d s er ve t o r est r i ct
Ur b a n Count i es f r o m f ul l y par t i ci pat i ng i n t he pr ogr a m.

Th e ci t i zens of La k e Wo r t h a s wel l a s t he ent i r e Count y wi l l be deepl y appr e-
ci at i ve of a n y as s i s t ance you c a n pr ovi de t o as s ur e t ha t t he Co mmu n i t y Deve l op-
me n t Bl oc k Gr a nt Pr o g r a m i s r e ne we d a n d t he r ol e of Ur b a n Count i es i n t hi s
Pr o g r a m i s pr es er ved.

Si ncer el y,
RI CHARD W. TRI MBLE, Ma yo r .

CI TY OF BLUE MOUND,
For t Wor t h , Tex. , Fe br ua r y 16, 1977.

Ho n . J I M WRI GHT,
Ra y b u r n Ho u s e Of f i ce Bui l di ng,
Wa s hi ngt on, D. C.

DEAR CONGRESSMAN WRI GHT: As you a r e pr obabl y a wa r e , t he Co mmu n i t y
De ve l opme nt Bl oc k Gr a nt Pr o g r a m c ome s u p f or r eaut hor i zat i on i n t hi s s es s i on
of Congr es s . Thi s pr ogr a m ha s been of t r e me ndous benef i t t o t he Ci t y of Bl ue
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Mo u n d a n d t he ot her 3 0 ci t i es i n Ta r r a nt Count y wh o compr i s e t he Ur b a n Count y
Cons or t i um. I t ha s enabl ed us t o unde r t ake ma n y badl y ne e de d c o mmu n i t y i m-
pr ove me nt pr oj ect s whi c h woul d not ha ve be en poss i bl e wi t hout t hi s as s i s t ance.

The r e a r e s o me of fi ci al s i n H. U. D. a n d i n t he l ar ger ci t i es wh o d o not f ul l y
under s t and t he i mpor t a nc e of at t acki ng t he pr obl e ms of s l ums a n d bl i ght i n
r api dl y deve l opi ng a r e as of ur bani zi ng count i es bef or e t hese pr obl e ms be c ome un-
managea bl e . Th e y s eek c ha nge s i n t he exi s t i ng Co mmu n i t y De ve l opme nt pr ogr a m
whi c h woul d excl ude or s ever el y l i mi t Ur b a n Count i es f r o m par t i ci pat i ng i n t he
benef i t s of t hi s pr ogr a m. I a n d my f el l ow Ma y o r s i n Ta r r a nt Count y ur ge you t o
s uppor t r eaut hor i zat i on of t he Co mmu n i t y De ve l opme nt Bl ock Gr a nt Pr o g r a m
a n d t o r esi s t a n y modi f i cat i ons t o t he Ac t whi c h woul d s er ve t o r est r i ct Ur b a n
Count i es f r o m f ul l y par t i ci pat i ng i n t he Pr ogr a m.

Th e ci t i zens of Bl ue Mo u n d a s wel l a s t he ent i r e Count y wi l l be deep4y appr e-
ci at i ve of a ny as s i s t ance you c a n pr ovi de t o as s ur e t ha t t he Co mmu n i t y Deve l op-
me n t Bl ock Gr a nt Pr o g r a m i s r e ne we d a n d t he r ol e of Ur b a n Count i es i n t hi s
Pr o g r a m i s pr eser ved.

Si ncer el y,
BETTY BEWLEY, Ma y or .

CI TY OF SAGI NAW, TEX. ,
Fe br ua r y 10, 1977.

Ho n . J I M WRI GHT,
Ra y b u r n Ho u s e Of f i ce Bui l di ng
Wa s hi ngt on, D. C.

DEAR CONGRESSMAN WRI GHT: As you a r e pr obabl y a wa r e , t he Co mmu n i t y
De ve l opme nt Bl ock Gr a nt Pr o g r a m c o me s u p f or r eaut hor i zat i on i n t hi s s es s i on
of Congr es s . Thi s Pr o g r a m ha s be en of t r e me ndous benef i t t o t he Ci t y of Sa g i na w
a n d t he ot her 3 0 ci t i es i n Ta r r a nt Count y wh o c ompr i s e t he Ur b a n Count y Con-
s or t i um. I t ha s enabl ed us t o under t ake ma n y badl y ne e de d c o mmu n i t y i mpr ove-
me n t pr oj ect s whi c h woul d not ha ve been poss i bl e wi t hout t hi s as s i s t ance.

The r e a r e s o me offi ci al s, i n H. U. D. a n d i n t he l ar ger ci t i es wh o d o not f ul l y
under s t and t he i mpor t anc e of at t acki ng t he pr obl e ms of s l ums a n d bl i ght i n
r api dl y devel opi ng ar eas of ur bani zi ng count i es a n d bef or e t hese pr obl e ms be c ome
unma na ge a bl e . Th e y s eek c ha nge s i n t he exi s t i ng Co mmu n i t y De ve l opme nt pr o-
g r a m whi c h woul d exc l ude or s ever el y l i mi t Ur b a n Count i es f r o m par t i ci pat i ng
i n t he benef i t s of t hi s pr ogr a m. I a n d my f el l ow Ma y o r s i n Ta r r a nt Count y ur ge
you t o s uppor t r eaut hor i zat i on of t he Co mmu n i t y De ve l opme nt Bl oc k Gr a nt Pr o-
g r a m a n d t o r esi s t a n y modi f i cat i ons t o t he Ac t whi c h woul d s er ve t o r est r i ct
Ur b a n Count i es f r o m f ul l y par t i ci pat i ng i n t he Pr ogr a m.

Th e ci t i zens of Sa gi na w a s wel l a s t he ent i r e Count y wi l l be deepl y appr eci a-
t i ve of a ny as s i s t ance you c a n pr ovi de t o as s ur e t ha t t he Co mmu n i t y Deve l op-
me n t Bl oc k Gr a nt Pr o g r a m i s r e ne we d a n d t he r ol e of Ur b a n Count i es i n t hi s
Pr o g r a m i s pr es er ved.

Si ncer el y,
DERYL D. Fo x , Ma y or .

CI TY OF KELLER, TEX. ,
Fe br ua r y 2, 1977.

Ho n . J I M WRI GHT,
Ra y b u r n Ho u s e Of f i ce Bui l di ng
Wa s hi ngt on, D. C.

DEAR CONGRESSMAN WRI GHT: As you a r e pr obabl y a wa r e , t he Co mmu n i t y
De ve l opme nt Bl ock Gr a nt Pr o g r a m c o me s u p f or r eaut hor i zat i on i n t hi s ses s i on
oi! Congr es s . Thi s Pr o g r a m ha s been of t r e me ndous benef i t t o t he Ci t y of Kel l er
a n d t he ot her 3 0 ci t i es i n Ta r r a nt Count y wh o c ompr i s e t he Ur b a n Count y Con-
s or t i um. I t ha s enabl ed us t o unde r t ake ma n y badl y ne e de d c ommu n i t y pr oj ect s
whi c h woul d not ha ve been possi bl e wi t hout t hi s as si s t ance.

The r e a r e s o me of fi ci al s i n H. U. D. a n d i n t he l ar ger ci t i es wh o do not
f ul l y under s t and t he i mpor t a nc e of at t acki ng t he pr obl e ms of s l ums a n d bl i ght
i n r api dl y devel opi ng ar eas of ur bani zi ng count i es bef or e t hes e pr obl ems be c ome
unma na ge a bl e . Th e y s eek c ha nge s i n t he exi s t i ng Co mmu n i t y De ve l opme nt pr o-
g r a m whi c h woul d exc l ude or s ever el y l i mi t Ur b a n Count i es f r o m par t i ci pat i ng i n
t he benef i t s of t hi s pr ogr a m. I a n d my f el l ow Ma y o r s i n Ta r r a nt Count y ur ge you
t o s uppor t r eaut hor i zat i on of t he Co mmu n i t y De ve l opme nt Bl ock Gr a nt Pr o g r a m
a n d t o r esi s t a n y modi f i cat i ons t o t he Ac t whi c h woul d s er ve t o r est r i ct Ur b a n
Count i es f r om f ul l y par t i ci pat i ng i n t he Pr og r a m.

•
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Th e ci t i zens of Kel l er a s wel l a s t he ent i r e Count y wi l l be deepl y appr eci at i ve
of a n y as s i s t ance you c a n pr ovi de t o as s ur e t hat t he Co mmu n i t y De ve l opme nt
Bl ock Gr a nt Pr o g r a m i s r e ne we d a n d t he r ol e of Ur b a n Count i es i n t hi s Pr o g r a m
i s pr es er ved.

Si ncer el y,
GEORGE W. RI CHARDSON, Ma yo r .

CI TY OF GRAPEVI NE, TEX. , Fe br ua r y 2, 1977.
Ho n . J I M WRI GHT,
Ra y b u r n Ho u s e Off i ce Bui l di ng,
Wa s hi ngt on, D. C.

DEAR CONGRESSMAN WRI GHT: As you a r e pr obabl y a wa r e , t he Co mmu n i t y De -
ve l opment Bl oc k Gr a n t Pr o g r a m c o me s u p f or r eaut hor i zat i on i n t hi s ses si on of
Congr es s . Thi s pr ogr a m ha s been of t r e me ndous benef i t t o t he Ci t y of Gr a pevi ne
a n d t he ot her 3 0 ci t i es i n Ta r r a nt Count y wh o c ompr i s e t he Ur b a n Count y Con-
s or t i um. I t h a s enabl ed us t o unde r t ake ma n y badl y nee de d c o mmu n i t y i mpr ove-
me n t pr oj ect s whi c h woul d not ha ve be en poss i bl e wi t hout t hi s as si s t ance.

The r e a r e s o me 9ffi ci al s i n H. U. D. a nd i n t he l ar ger ci t i es wh o d o not f ul l y
under s t and t he i mpor t a nc e of at t acki ng t he pr obl ems of s l ums a n d bl i ght i n
r api dl y devel opi ng a r eas of ur bani zi ng count i es bef or e t hes e pr obl ems be c o me
unma na ge a bl e . Th e y s eek c ha nge s i n t he exi s t i ng Co mmu n i t y De ve l opme nt pr o-
g r a m whi c h woul d exc l ude or s ever el y l i mi t Ur b a n Count i es f r o m par t i ci pat i ng
i n t he benef i t s of t hi s pr ogr a m. I a n d my f el l ow Ma y o r s i n Ta r r a nt Count y ur ge
you t o s uppor t r eaut hor i zat i on of t he Co mmu n i t y De ve l opme nt Bl oc k Gr a nt Pr o-
g r a m a n d t o r esi s t a n y modi f i cat i ons t o t he Ac t whi c h woul d s er ve t o r est r i ct
Ur b a n Count i es f r o m f ul l y par t i ci pat i ng i n t he Pr o gr a m.

Th e ci t i zens of Gr ape vi ne a s wel l a s t he ent i r e Count y wi l l be deepl y ap-
pr eci at i ve of a n y as s i s t ance you c a n pr ovi de t o as s ur e t ha t t he Co mmu n i t y De -
ve l opment Bl oc k Gr a nt Pr o g r a m i s r e ne we d a n d t he r ol e of Ur b a n Count i es i n
t hi s Pr o g r a m i s pr eser ved.

Si ncer el y,
WI LLI AM D. PATE, Ma y or ,

CI TY OF SANSOM PARK,
For t Wor t h , Tex. , Fe br ua r y 2, 1977.

Ho n . J I M WRI GHT,
Ra y b u r n Ho u s e Of f i ce Bui l di ng,
Wa s hi ngt on, D. C.

DEAR CONGRESSMAN WRI GHT: As you a r e pr obabl y a wa r e , t he Co mmu n i t y De -
ve l opment Bl oc k Gr a n t Pr o g r a m c o me s u p f or r eaut hor i zat i on i n t hi s s ess i on of
Congr es s . Thi s Pr o g r a m ha s be en of t r e me ndous benef i t t o t he Ci t y of Sa n s o m
Pa r k a nd t he ot her 3 0 ci t i es i n Ta r r a nt Coun t y wh o compr i s e t he Ur b a n Con-
s or t i um. I t ha s enabl ed us t o unde r t ake ma n y badl y nee ded c o mmu n i t y i m-
pr ove me nt pr oj ect s whi c h woul d not ha ve been possi bl e wi t hout t hi s as si s t ance.

The r e a r e s o me offi ci al s i n H. U. D. a n d i n l ar ger ci t i es wh o d o not f ul l y under -
s t a nd t he i mpor t ance of at t acki ng t he pr obl e ms of s l ums a nd bl i ght i n r api dl y
devel opi ng a r e as of ur bani zi ng count i es bef or e t hes e pr obl ems be c o me u n ma n -
ageabl e. Th e y s eek c ha nge s i n t he exi s t i ng Co mmu n i t y De ve l opme nt pr ogr a m
whi c h woul d exc l ude or s ever el y l i mi t Ur b a n Count i es f r om par t i ci pat i ng i n t he
benef i t s of t hi s pr ogr a m. I a n d my f el l ow Ma y o r s i n Ta r r a nt Count y ur ge you t o
s uppor t r eaut hor i zat i on of t he Co mmu n i t y De ve l opme nt Bl ock Gr a nt Pr o g r a m
a n d t o r esi st a n y modi f i cat i ons t o t he Ac t whi c h woul d s er ve t o r est r i ct Ur b a n
Count i es f r o m f ul l y par t i ci pat i ng i n t he Pr og r a m.

Th e ci t i zens of Sa n s o m Pa r k a s wel l a s t he ent i r e Count y wi l l be deepl y ap-
pr eci at i ve of a n y as s i s t ance you c a n pr ovi de t o as s ur e t ha t t he Co mmu n i t y De -
ve l opme nt Bl oc k Gr a n t Pr o g r a m i s r e ne we d a n d t he r ol e of Ur b a n Count i es i n
t hi s Pr o g r a m i s pr eser ved.

Si ncer el y,
J . F. DAVI S, Ma yo r .

VI LLAGE OF UNI ON, N. Y. , Ma r c h 8, 1977.
Ho n . HENRY S. REi l s s ,
Ra y b u r n Off i ce Bui l di ng,
Wa s hi ngt on, D. C.

DEAR CHAI RMAN REUSS : I a m wr i t i ng t o ur ge you t o s uppor t a f ul l t hr ee year
ext ent i on f or al l Co mmu n i t y De ve l opme nt " Ho l d Ha r ml e s s " r eci pi ent s .
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We ha ve accompl i s hed over t he pas t t wo year s a n d wi l l accompl i s h aga i n i n
1977 t hi ngs whi c h woul d ne ver ha ve c o me t o pas s wi t hout Co mmu n i t y Deve l op-
me n t Funds . We bel i eve we ha ve us ed t he mo n e y wi s el y a n d ha ve ga i ned t he
gr eat es t possi bl e mi l eage out of e a ch dol l ar .

As you k n o w, Cent r al Ne w Yo r k St at e a n d mos t cer t ai nl y t he Mo h a wk Val l ey
ar e i n a s er i ous e c onomi c bi nd ca us ed b y a hi gh r at e of une mpl oyme nt . I bel i eve
t ha t cont i nued f ul l f undi ng f or t he ne xt t hr ee year s woul d cer t ai nl y he l p t o r e-
duc e our e c onomi c pr obl ems a nd st i r a r ebi r t h of spi r i t .

Thi s cer t ai nl y pr ovi des a c ha nc e f or t he Congr es s a n d t he l ocal gove r nme nt
t o cooper at e a n d he l p t hos e peopl e wh o a r e t he ba c kbone of t hi s gr eat nat i on.

Th a n k s f or your cons i der at i on.
Si ncer el y,

J AMES F. GARNSEY, Ma y or .

VI LLAGE OF NYACK, N. Y. , Ma r c h 1, 1977.
Ho n . HENRY S. REUSS, Cha i r ma n,
Ba nki ng, Fi na nc e a n d Ur ba n Af f ai r s Commi t t e e ,
Wa s hi ngt on, D. C.

DEAR MR. REUSS : Un d e r t he pr es ent pr ogr a m of Co mmu n i t y De ve l opme nt
Fundi ng, F Y- 1977 wi l l be t he l as t yea r of f ul l f undi ng f or t he Vi l l age of Nya c k. I t
i s ext r emel y i mpor t a nt t ha t a f ul l t hr ee year ext ens i on a t t he s a me l evel of
$306, 000. 00 per a n n u m be ma d e avai l abl e t o our Vi l l age. Th e Co mmu n i t y Deve l op-
me n t Pr o g r a m ha s f unde d act i vi t i es s uc h a s hous i ng r ehabi l i t at i on, s t r eet i m-
pr oveme nt s , r ecr eat i on pr ogr a ms , publ i c pa r ks cons t r uct i on, et c. , al l of whi c h
di r ect l y benef i t t he ver y l ar ge n u mb e r of l ow a n d mode r a t e i nc ome f ami l i es i n
our c ommuni t y . I t i s essent i al t ha t t hese a n d s i mi l ar ser vi ces cont i nue t o 134
f unded. Th e ne e d f or ne i ghbor hood r evi t al i zat i on i s a cr i t i cal one. Ou r s i s a s ma l l
c ommuni t y , l ess t ha n one s quar e mi l e i n ar ea, a n d we a r e unabl e t o pr ovi de
t he a bove not ed act i vi t i es a n d ser vi ces out of our Vi l l age budget .

We a r e not oppos ed t o a n y i ncr eas e i n f unds f or t he l ar ge a n d me d i u m si zed
nor t heas t er n ci t i es t ha t we r e t r eat ed i nequi t abl y unde r pr i or year s f undi ng. Con-
t i nued f undi ng, a t a t l eas t t he cur r ent l evel , i s essent i al t o Ny a c k s i nce t he pr o-
g r a m does hel p t o gener at e j obs a n d r educe l ocal une mpl oyme nt .

We c a nnot ur ge you s t r ongl y e nough t o gi ve your mo s t s er i ous cons i der at i on t o
our r eques t . Th e cont i nuat i on of f ul l Co mmu n i t y De ve l opme nt Fund i ng i s es-
sent i al t o t he vi abi l i t y of Nya c k.

Ve r y t r ul y your s ,
ALEXANDER CAGLI ONE, Ma y or .

THE CI TY OF WHI TE PLAI NS, N. Y. ,
OFFI CE OF THE MAYOR,

Ma r c h 4, 1977.
Ho n . THOMAS L. ASHLEY,
Cha i r ma n, Subc ommi t t e e o n Hous i ng a n d Co mmu n i t y De ve l opme nt , Commi t t e e

o n Ba nki ng, Fi na nc e a n d Ur b a n Af f ai r s , Wa s hi ngt on, D. C.
DEAR CHAI RMAN ASHLEY: I ur ge you t o assi st our ci t y a n d ot her ci t i es wh o a r e

i n a s i mi l ar s i t uat i on—f aced wi t h a n i mmi ne nt r educt i on i n Co mmu n i t y De -
ve l opme nt f undi ng j us t a t t he t i me our Co mmu n i t y De ve l opme nt pr ogr a ms a r e
begi nni ng t o s h o w s i gns of subs t ant i al s ucces s i n r evi t al i zi ng our bas i c hous i ng
s uppl y, pr ovi di ng essent i al ser vi ces t o t he l owe r- and mode r a t e- i ncome f ami l i es
a n d under t aki ng ot her pr oj ect s of publ i c i mpr ove me nt s r el at ed t o our t ar get
nei ghbor hoods .

We as k your as s i s t ance i n s uppor t i ng l egi s l at i on s uc h a s HR2 6 3 8 or HR1 5 2 2
t ha t woul d modi f y t he Hou s i ng a n d Co mmu n i t y De ve l opme nt Ac t of 1974 by
hol di ng har ml es s , f or a f our t h year 1 Whi t e Pl ai ns ' Co mmu n i t y De ve l opme nt
Bl oc k Gr a nt Pr o g r a m f unds a s pr esent l y ent i t l ed t o unde r t hi s ac t f or o u r t hi r d
year .

We appr eci at e your l eader s hi p a n d s uppor t a n d a s k t ha t i n addi t i on t o s uppor t -
i ng cont i nuat i on of hol d- har ml es s l egi sl at i on, t ha t you al so s uppor t i ncr eas i ng,
i n appr opr i at e a mount s , l egi sl at i ve aut hor i zat i on a n d appr opr i at i on bi l l s nec-
es s ar y t o ef f ect uat e s uch bas i c l egi sl at i on.

Ext ens i on f or a f i f t h a nd s i xt h year s i s al so needed i n vi e w of t he compl exi t y of our
a nd ot her ci t i es' ur ba n pr obl ems .



Ou r fi r st t wo year s ' pr ogr a ms a r e wel l unde r wa y, a n d our t hi r d year appl i ca-
t i on i s j us t bei ng pr epar ed. We a r e s t unne d by t he r ecent l et t er f r o m H U D i n
whi c h i t wa s s t at ed t ha t our 1978 ( or f our t h ye ar ) f undi ng woul d be subst ant i al l y
cut . To do s o woul d ca us e a s ever e def i ci ency i n our al r eady t i ght f i nanci al pi ct ur e.

I s t and r eady t o assi s t , a s does Da v i d A. Or ns t ei n, A. I . P. , my Commi s s i one r of
Pl anni ng, i n hi s capaci t y of Co mmu n i t y De ve l opme nt Admi ni s t r at or , i n t est i f yi ng
bef or e a n y c ommi t t e e or s ubc ommi t t e e r el evant ot our speci f i c Co mmu n i t y De -
ve l opme nt Pr o g r a m f undi ng needs .

We ha ve ma d e e no r mous s t r i des i n our Co mmu n i t y- De ve l opme nt - f unded, resi -
dent i al , r ehabi l i t at i on l oan- and- gr ant pr ogr a m, whi c h ha s br ought not onl y
e c onomi c a n d soci al vi t al i t y t o our t ar get Co mmu n i t y De ve l opme nt nei ghbor -
hoods , but ha s gener at ed l ar ge a mou nt s of pr i vat e capi t al f r o m h o me o wn e r s wh o
d o not nee d l oans a n d gr ant s but wh o ha ve be c ome mot i va t ed t o ke e p u p wi t h
t hei r nei ghbor s ' i mpr oveme nt s . Thi s , i n ef f ect , pr ovi des pr i vat e f unds whi c h go
t owa r d achi evi ng t he Congr es s i onal goal s wi t hout addi t i onal appr opr i at i on f r o m
Congr es s .

I n a s i mi l ar vei n, we ha ve at t r act ed a cons i der abl e a mo u n t of capi t al i nves t -
me n t f r o m our l ocal ba nks wh o a r e par t i ci pat i ng i n t hi s wor t hwhi l e pr ogr a m
I n t wo wa y s : Fi r s t , b y r educ i ng t hei r r egul ar i nt er est r at e f r o m 11 per cent t o
8 % per cent a n d s econd, by ma k i n g speci al ef f or t s t o pr ovi de capi t al i mpr o ve me nt
f unds whe r e t hey a r e mos t needed.

I t i s obvi ous , but I wi s h t o s t r ess t ha t al l of t he Co mmu n i t y De ve l opme nt Pr o-
g r a ms gener at e j obs whi c h r educe our l ocal u ne mpl oyme nt a n d a d d t o t he t ax-
i ng abi l i t y of t he Fede r a l a n d ot her t axi ng j ur i sdi ct i ons whi ch, i n t he pr oces s of
gove r nment , s uppor t pr ogr a ms l i ke Co mmu n i t y De ve l opme nt wi t h t ax f unds .

Si ncer el y your s ,
ALFRED DEL VECCHI O, Ma yo r .

T HE CI TY OF POUGHKEEPSI E, N. Y. , Ma r c h 7, 1977.
Ho n . THOMAS L. ASHLEY,
Cha i r ma n, Subc ommi t t e e on Hous i ng a n d Co mmu n i t y De ve l opment , Commi t t e e

o n Ba nki ng, Fi na nc e a n d Ur ba n Af f ai r s , Wa s hi ngt on, D. C.
DEAR CHAI RMAN ASHLEY: We , i n t he Ci t y of Poughke eps i e a r e f or t unat e t o

ha v e par t i ci pat ed i n a l ong ser i es of Feder al l y f unde d ur ba n r edeve l opment pr o-,
g r a ms i ncl udi ng Ur b a n Re ne wa l , Mod e l Ci t i es, Concent r a t ed Co de Enf or ce me nt ,
Pol l ut i on Cont r ol , L E AA, a n d cur r ent l y t he Co mmu n i t y De ve l opme nt Bl oc k
Gr a n t Pr o gr a m.

Poughkeeps i e , Ne w Yor k, i s a l i vi ng e xa mpl e of wh a t Fede r a l f undi ng c a n
do t o t he Ci t i es wi t hi n t he Uni t ed St at es of Ame r i c a .

Th e Ci t y of Poughke eps i e i s s ucceedi ng i n i t s ur ba n r edeve l opment . Ou r d o wn -
t o wn i s be c omi ng r evi t al i zed t hr ough c omme r c i a l a n d ci vi c r edeve l opment pr oj -
ect s. Ou r r es i dent i al ne i ghbor hoods a r e bei ng r ehabi l i t at ed t hr ough c ode en-
f or cement , r esi dent i al r ehabi l i t at i on l oans , pa r k i mpr ove me nt s a nd si t e i mpr ove -
me nt s on r esi dent i al s t r eet s. Ou r Ci t ywi de r ecr eat i onal faci l i t i es a r e be c omi ng
t he mo s t not abl e i n t he ent i r e r egi on.

Over al l , Poughke eps i e i s s ucceedi ng i n ful f i l l i ng t he goal s a n d obj ect i ves of
t he var i ous Feder a l r ede ve l opment pr ogr a ms .

Th e cr i t i cal ke y t o t he succes s of t he Poughke eps i e Re de ve l opme nt ef f or t i s t he
Co mmu n i t y De ve l opme nt Bl oc k Gr a nt " Ho l d Ha r ml e s s " f or mul a whi c h enabl ed
t he Ci t y of Poughke eps i e t o cont i nue whe r e t he cat egor i cal pr ogr a ms l ef t off.

Th e compl exi t y of ur ba n r e deve l opme nt pr ogr a ms neces si t at es a n u mb e r of
year s s t ar t - up a n d ge a r - up s o t ha t t he benef i t s a n d pr ogr a m, act i vi t i es c a n pr o-
ceed a t a n ef f ect i ve r at e. Ter mi na t i on or r educt i on i n f undi ng j us t wh e n act i vi -
t i es get goi ng a n d j us t wh e n admi ns t r at i ve or gani zat i ons ha ve be c ome f ami l i ar
wi t h pr ocedur es a nd r egul at i ons i s " n on- cost ef f ect i ve" FedPr a l f i nanci ng.

Th e Ci t y of Poughkee ps i e ur ges you t o cont i nue t he l evel of f undi ng f or t he
Co muni t y De ve l opme nt Bl oc k Gr a nt Pr o g r a m a t t he f ul l " Ho l d Ha r ml e s s " l evel
f or a t hr ee year ext ens i on. Th e ext ens i on l evel of " Ho l d Ha r ml e s s " f undi ng
s houl d be equa l t o t ha t of Fi scal Ye a r 1975 t hr ough 1977. Th e Ci t y of Poughke e p-
si e a n d ot her Nor t heas t e r n Ci t i es need t hi s f undi ng t o br i ng a bout t he neces s ar y
c hange s t ha t a r e r equi si t e f or t hei r r ebi r t h.
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Th e condi t i on of t he phys i cal i nf r as t r uct ur e of ol der eas t er n Ci t i es c ombi ne d
wi t h t he cos t of mat er i al s , l abor a n d cons t r uct i on necess i t at es a hi gh l evel of
Feder a l f undi ng i f our Ci t i es a r e t o be pr event ed f r o m cr umbl i ng. Th e Feder a l
goal s of n on- pol l ut i on of r i ver s a n d ot her bodi es of wa t e r neces si t at e exces s i vel y
expens i ve s e we r s ys t e m r enovat i ons . Muni ci pal i t i es acr os s t he nor t heas t a r e
ha vi ng di f f i cul t y me e t i ng t hei r oper at i ng expens es . Whi l e cl ear l y not c a us e d b y
admi ni s t r at i ve f r i vol i t y, t hey, never t hel es s , ma k e t he f undi ng of phys i cal / cap-
i t al a n d soci al s er vi ce pr ogr a ms by t he Ci t y a n i mpossi bi l i t y.

Th e Ci t y of Poughke eps i e ur ges you t o pa y a vi si t t o us t o s ee t he i ncr edi bl e
a n d ext ens i ve i mpr ove me nt s t hat a r e bei ng accompl i s hed t hr ough Feder a l f undi ng
I n conj unct i on wi t h l ocal a n d St at e as si s t ance.

Addi t i onal l y, I wi s h t o r ei t er at e t ha t t he Ci t y of Poughkee ps i e i s i n n o wa y
oppos ed t o a ny i ncr eas e i n f undi ng f or t he l ar ge a n d me d i u m si ze nor t heas t er n
Ci t i es t ha t we r e t r eat ed i nequi t abl y unde r t he Fi scal Ye a r 1975 t hr ough 1977
al l ocat i ons. Th e Ci t y of Poughke eps i e c a n not i n good cons ci ence oppos e t hi s a n d
i s i n f act s uppor t i ve of ot her admi ni s t r at or s i n Ci t i es whe r e a t t empt s a r e bei ng
ma d e t o accompl i s h s i mi l ar t hi ngs a s i n Poughkeeps i e .

Th e Ci t y of Poughkee ps i e bel i eves t ha t t he Fede r a l budge t c a n a c c ommod a t e
t he mode s t i ncr ease i n t ot al pr ogr a m f undi ng l evel whi c h c a n c o me a bout as.
a r esul t of our r eques t s t o ma i nt a i n " Hol d Ha r ml e s s " f undi ng l evel s.

I n act ual i t y f r o m our poi nt of vi e w i t woul d a mo u n t t o r oundi ng t he de c i mal
poi nt o n a t ot al budget . I t c a n not i n our opi ni on ha ve a si gni f i cant i nf l at i onar y
i mpa c t .

Th e e c onomi c e mp l o yme n t gener at i ng aspect s of t he Co mmu n i t y De ve l opme nt
Pr o g r a m ar e si gni f i cant . Th e Ci t y of Poughke eps i e ma d e appl i cat i on f or addi -
t i onal Fede r a l f undi ng unde r t he Ec on omi c De ve l opme nt Admi ni s t r a t i on Publ i c
Wo r k s Pr og r a m. Th e Ci t y of Poughke e ps i e wa s not success f ul . Th e j obs t ha t
we r e l ost by vi r t ue of not r ecei vi ng a n E DA Publ i c Wo r k s Gr a nt c a n be ma d e u p
by mai nt a i ni ng t he Co mmu n i t y De ve l opme nt Bl oc k Gr a nt " Ho l d Ha r ml e s s " f und-
i ng f or mul a .

Si ncer el y your s ,
ROBERT E. AHMED, Ma yor .

CI TY OF BUFFALO, N. Y. , Fe br ua r y 17, 1977.
Re Cont i nued " 701" f undi ng l evel .
Ho n . J OHN J . LAFALCE,
Ho u s e of Repr es ent at i ves , Ca n n o n Bui l di ng,
Wa s hi ngt on, D. C.

DEAR CONGRESSMAN LAFALCE : Th e pr opos ed For d budge t cal l s f or a $25 mi l -
l i on appr opr i at i on f or t he " 701" Pr o g r a m i n f i scal 1978, d o wn f r o m t he cur r ent
$62. 5 mi l l i on l evel . Th e n e w budge t woul d i n ef f ect el i mi nat e l ar ge ci t i es l i ke
t he Ci t y of Buf f al o f r o m f ur t her par t i ci pat i on i n wh a t ha s bee n a mo s t bene-
f i ci al pr ogr a m.

Whi l e i t i s under s t andabl e t ha t s mal l er communi t i e s ha ve a nee d f or pl anni ng
as s i s t ance moni es , i t s houl d be r ecogni zed t ha t l ar ger c ommuni t i e s whi c h ha ve
us ed decr eas i ng al l ocat i ons of pl anni ng as s i s t ance f unds t o deve l op a pl anni ng
pr oces s s houl d be a l l owed t o compl e t e i mpl ement a t i on a n d expans i on of t ha t
pr ocess .

Reci pi ent s , l i ke t he Ci t y of Buf f al o, wh o ha ve de mons t r a t ed a succes s f ul a n d
ef f ect i ve ut i l i zat i on of " 701" f unds , s houl d be r et ai ned a s par t i ci pant s by r est or -
i ng a t l eas t t he pr es ent $62. 5 mi l l i on l evel of f undi ng f or f i scal 1978.

Th e Ci t y of Buf f al o ha s ut i l i zed i t s " 701" f unds t o e nha nce , r a t her t ha n dupl i -
cat e or subs t i t ut e, pl anni ng a n d ma n a g e me n t act i vi t i es el i gi bl e unde r t he Co m-
muni t y De ve l opme nt Bl ock Gr a nt Pr ogr a m. Wh e r e a s t he Co mmu n i t y Deve l op-
me n t Bl ock Gr a nt Pr o g r a m pl anni ng act i vi t i es a r e s hor t t e r m a nd ne i ghbor hood
or i ent ed, t he " 701" pl anni ng act i vi t i es unde r t a ke n h a ve been mo r e c ompr e he n-
si ve i n na t ur e a n d r es pons i ve t o s hor t - t er m pl anni ng r equi r ement s whi l e ad-
dr es s i ng t hei r l onger r a nge i mpl i cat i ons.

A r et ent i on of a t l east t he pr es ent l evel of f undi ng f or t he " 701" Pr o g r a m
woul d be of i mme a s ur a bl e va l ue t o t he cont i nued deve l opme nt a n d expans i on
of t he Ci t y' s c ompr ehens i ve pl anni ngpr oces s .

Ve r y t r ul y your s ,
, STANLEY M. MAKOWSKI , Mai / Or .
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HUDSON, N. Y. , Fe br ua r y 2, 1977.
Ho n . THOMAS L. ASHLEY,
Cha i r ma n, Subc ommi t t e e on Hous i ng a n d Co mmu n i t y De ve l opme nt , Commi t t e e

on Ba nki ng, Fi na nc e a n d Ur b a n Af f ai r s , Wa s ki ngt on, D. C.
DEAR CHAI RMAN ASHLEY: As you a r e undoubt edl y a wa r e , t he Ci t y of Hud s o n ,

a s wel l a s hundr e ds of ot her ci t i es wi t h popul at i ons unde r 50, 000, f ace t he cut - of f
of t hei r pr es ent Co mmu n i t y De ve l opme nt Ho l d- Ha r ml es s f or mul as i n J u ne of
1978. We a r e al so a wa r e t hat Congr es s i s r evi ewi ng t he ent i r e pr ogr a m t hi s
year .

Ci t i es unde r 50, 000 suf f er f r o m t he s a me pr obl e ms a s l ar ger ci t i es. We ha ve l ar ge
a mo u n t s of s ubs t a nda r d hous i ng, det er i or at ed phys i cal pl ant s a n d l ar ge per -
cent ages of our popul at i on l i vi ng a t t he pover t y l evel . Ye t t he pr opos ed phas e-
out wi l l l eave us wi t hout a n y ef f ect i ve me a n s of c omba t i ng t hes e pr obl ems .

We i n Hu d s o n bel i eve t ha t we ha ve accompl i s hed mu c h wi t h t he Fede r a l
as s i s t ance we ha ve r ecei ved, t hough mu c h , mu c h , mor e r e ma i ns t o be done .
We ha ve at t ached a s hor t r e s ume i ndi cat i ng our exper i ences a n d pr obl ems .

I t i s our deepes t hope t ha t you wi l l ur ge t he r et ent i on of t he pr es ent hol d
ha r ml es s f or mul a s f or ci t i es wi t h popul at i ons of unde r 50, 000. Ma n y of our
c ommu ni t y gr oups f eel t he s a me wa y , a n d we ha ve encl os ed t hei r l et t er s t o you.

Yo u r as s i s t ance i s deepel y appr eci at ed i n t hi s mat t er , a n d we l ook f or wa r d t o
hear i ng f r o m you o n t he s t at us of t he pr ogr a m.

Your s t r ul y,

P AUL J. COLWELL, Ma yo r .

BENEFI TS OF URBAN RENEWAL AND COMMUNI TY DEVELOPMENT
PROGRAMS TO THE CI TY OF HUDSON & UNMET NEEDS

BACKGROUND
Th e Ci t y of Hu d s o n wi t h a popul at i on of 10, 000 per s ons i s l ocat ed appr oxi -

ma t e l y 120 mi l es Nor t h of Ne w Yor k Ci t y on t he ba nks of t he Hu d s o n Ri ver . Ap-
pr oxi mat e l y 1 5 % of t he Ci t y' s popul at i on a r e mi nor i t i es , a n d a bout 5 0 % of t he
popul at i on e a r ns be l ow or j us t a bove t he pover t y l evel . Th e St at e of Ne w Yo r k
i n a s ur vey conduc t ed of t he Ci t y of Hud s on , i ndi cat ed t ha t t he Ci t y suf f er ed
f r o m t he wor s t s ubs t andar d hous i ng per - capi t a i n t he St at e.

Th e Ci t y i s s ur r ounded o n t hr ee s i des b y t he s ubur ba n c o mmu n i t y of Gr e e n-
por t a n d on t he f our t h s i de b y t he Hu d s o n Ri ver . Be t we e n 1960 a n d 1970, 2, 500
mi ddl e cl ass whi t e per s ons l ef t t he Ci t y of Hu d s o n f or s ubur ba n c ommuni t i e s
a n d we r e r epl aced wi t h l o w i nc ome, mi nor i t y popul at i ons . At t he s a me t i me
t her e wa s al so a f l i ght of bus i nes ses f r o m t he Ci t y t o s ubur ba n s hoppi ng cent er s .

I n addi t i on t he Ci t y suf f er ed f r o m a det er i or at ed phys i cal pl ant , i ncl udi ng i n-
ade que nt s e we r s a n d wa t e r l i nes .

I n ot her wor ds t he Ci t y suf f er ed f r o m t he s a me pr obl ems a s mo s t cent r al ci t i es
i n our nat i on do.

BENEFI TS

I n 1970, t he Ci t y of Hu d s o n appl i ed f or a n d r ecei ved Ur b a n Re n e wa l Fu n d s
f or a 5 0 ac r e pr oj ect a n d i n 1975 be ga n r ecei vi ng Co mmu n i t y De ve l opme nt En-
t i t l ement Funds . The s e f unds ha ve bee n cr uci al t o t he r ej uvena t i on of t he Ci t y
a n d i n pr ovi di ng ne eded hous i ng. Amo n g t he a c c ompl i s hment we r e t he f ol l owi ng:

( a ) Ur b a n Re n e wa l Pr oj ect No. 1

1. 16 8 Uni t s of mode r a t e i nc ome hous i ng cons t r uct ed.
2. 135 Uni t s of l ow i nc ome hous i ng cons t r uct ed.
3. 2 0 Uni t s of convent i onal hous i ng cons t r uct ed.
4. A n e w pl ant cons t r uct ed e mpl oyi ng 1 50 per s ons , pr i mar i l y f r o m l ow i nc ome

ar eas .
5. A n e w s hoppi ng cent er cons t r uct ed.
6. Th e r ehabi l i t at i on of 100 uni t s of pr i mar i l y l o w a n d mode r a t e i nc ome hous -

i ng.
7. A Fa s c a de Ea s e me n t pr ogr a m whi c h hi st or i cal l y r ehabi l i t at ed 4 0 hous es a nd

wo n a nat i onal a wa r d f r o m HUD.
8. A mi l l i on dol l ar s we r e s pent t o r epl ace ant i quat ed wa t e r a n d s e we r l i nes .
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( b ) Co mmu n i t y De ve l opme nt Pr oj ect s

1. A Cent r al Bus i nes s Di st r i ct Pr oj ec t whi c h i s l eadi ng t o hi s t or i c r ehabi l i t a-
t i on of t he ent i r e CBD. Al l vac ant s t or ef r ont s ha ve be en r ent ed a n d t he ar ea ha s
be en t ur ne d a r ound.

2. Th e r ehabi l i t at i on of 100 uni t s of hous i ng f or l ow a nd mode r a t e i nc ome
per s ons .

3. Th e r e pl aceme nt of wa t e r l i nes.
4. Th e ext ens i on of t he Fa s c a de Ea s e me n t Pr o g r a m t o t he Ea s t . Si de of Sout h

Fr ont St r eet i ncl udi ng t he r ehabi l i t at i on of appr oxi mat e l y 2 0 uni t s of l ow i n-
c o me hous i ng.

Hu d s o n ha s be gun t ur ni ng a r ound. Ne i ghbor hood anal ys i s of a r e as i n whi c h
ur ba n r e ne wa l a n d C D act i vi t i es ha ve be en car r i ed out i ndi cat e t hat mi ddl e cl as s
f ami l i es a r e r et ur ni ng t o ne i ghbor hoods , s t abi l i zi ng s uch ne i ghbor hoods . A l ar ge
n u mb e r of l ow a n d mode r a t e i nc ome f ami l i es ha ve be en pr ovi ded wi t h decent ,
s af e a nd s ani t ar y hous i ng a s wel l a s e mpl oyme n t oppor t uni t i es . Ret ai l sal es i n
t he Cent r al Bus i nes s Di st r i ct ha ve been bet t er t ha n i n a dec a de a n d ne eded
ut i l i t i es ha ve bee n pr ovi ded.

U N ME T NE E DS

Th e gr eat pr ogr es s t ha t ha s bee n ma d e t hus f ar by t he Ci t y woul d not ha ve
be en poss i bl e wi t hout ur ba n r e ne wa l a nd Co mmu n i t y De ve l opme nt Ent i t l ement
Fundi ng. Ye t t her e a r e nu me r o us u n me t needs . So me a r e a s f ol l ows :

1. Th e Lo we r Al l en St r eet ne i ghbor hood cont ai ns s ever al a ba ndone d bui l di ngs
a n d 200 uni t s of s ubs t andar d hous i ng.

2. Th e Si mps onvi l l e Ne i ghbor hood cont ai ns s ever al a ba ndone d uni t s a nd s ub-
s t a nda r d uni t s whi c h a r e onl y s er ved by out hous es .

3. Th e Col umbi a St r eet ne i ghbor hood, a mi nor t y concent r at ed ne i ghbor hood
cont ai ns s ever al hundr e d s ubs t a nda r d a n d a ba ndone d uni t s .

4. Th e St a t e St r eet Ne i ghbor hood cont ai ns a ba nbone d hous i ng a nd appr oxi -
ma t e l y 250 uni t s of s ubs t a ndar d hous i ng.

5. Th e Wa r r e n St r eet ne i ghbor hood be t we en 2nd a n d 5t h St s . cont ai ns appr oxi -
mat e l y 3 00 s ubs t a nda r d uni t s a s wel l a s s ever al uni t s of a ba ndone d hous i ng.

6. Hu d s o n st i l l ha s a n un e mp l oy me n t r at e f ar above t he nat i onal a ve r a ge a n d
i nc ome i s st i l l a mo n g t he l owes t per - capi t a i n t he St at e.

7. Sever al mi l es of wat e r a n d s e we r l i nes r e ma i n t o be upgr ade d.
I f Co mmu n i t y De ve l opme nt Ent i t l ement Fu n d s a r e cut df f or l owe r e d f r o m

pr es ent l evel s f or Ci t i es unde r 50, 000 not onl y Hu ds o n , but ma n y s mal l er cent r al
ci t i es i n l i ke c i r cums t ances wi l l be l ef t wi t h no r esour ces t o me e t t hei r ur ge nt
h u ma n a n d phys i cal needs .
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METROP OLI TAN DADE COUNT Y- FLORI DA
D A D E C O U N T Y C O U R T H O U S E

MI A MI , F L OR I D A 3 3 1 3 0

S T E P HE N P. C L AR K

Ma y o r

Ma r c h 1 7 , 19 77

Honor a bl e Thoma s L. As hl e y
Cha i r ma n, Subc ommi t t e e on Hous i ng

a nd Communi t y De ve l opme nt
Commi t t e e on Ba nki ng , Fi na nc e a nd Ur ba n Af f a i r s
Hous e o f Re pr e s e nt a t i ve s
2406 Ra ybur n Hous e Of f i c e Bui l di ng
Wa s hi ngt on, D. C. 20510

De a r Mr . Cha i r ma n:

As your Subc ommi t t e e i s r e vi e wi ng pr ovi s i ons o f t he Hous i ng a nd Communi t y
De ve l opme nt Ac t o f 1974, we i n Me t r opol i t a n Da de Count y s e e k your s uppor t
f or a me ndme nt s t o r e c ogni z e a nd e nc our a ge me t r opol i t a n a ppr oa c he s t owa r d
t he s o l v i ng o f hous i ng a nd c ommuni t y de ve l opme nt pr obl e ms i n ur ba n a r e a s
o f t he c ount r y .

Mi l l i ons o f dol l a r s ha ve be e n e xpe nde d b y l oc a l i t i e s a nd t hr ough t he
Se c t i on 701 Compr e he ns i ve Pl a nni ng Gr a nt Pr ogr a m f or de ve l opme nt o f
c ompr e he ns i ve a r e a - wi de pl a ns . Thi s e f f or t r e f l e c t s t he r e c ogni t i on t h a t
ma ny pr obl e ms i n ur ba n a r e a s t r a ns c e nd j ur i s di c t i ona l bounda r i e s , whi c h
r e qui r e a c oor di na t e d me t r opol i t a n a ppr oa c h t o t he i r r e s o l u t i on .

As a c ons ol i da t i on o f s e ve r a l c a t e gor i c a l gr a nt pr ogr a ms , t he Hous i ng a nd
Communi t y De ve l opme nt Ac t o f 1974 s e e me d t o of f e r t he oppor t uni t y f o r
i nc r e a s e d i mpl e me nt a t i on o f me t r opol i t a n- wi de e f f or t s t o s ol v i ng ma ny o f
t he s e pr obl e ms . I t s e e ms , howe ve r , t ha t a s i mpl e me nt e d , t he Ac t ne i t he r
d i r e c t s nor e nc our a ge s s uc h me t r opol i t a n e f f or t s . I n t he c a s e o f Me t r o-
pol i t a n Da de Count y we ha ve a c t ua l l y e xpe r i e nc e d a r e ve r s a l o f t he pr ogr e s s
whi c h ha d be e n ma de ove r a numbe r o f ye a r s i n de ve l opi ng a me t r opol i t a n
f or m o f gove r nme nt . Pr opos a l s , s uc h a s your r e c e nt l y i nt r oduc e d I nt e r -
gove r nme nt a l Coor di na t i on Ac t ( H. R. 4 406) , whi c h e nc our a ge a r e a - wi de
a ppr oa c he s f or a l l p r ogr a ms woul d be a n i mpr ove me nt ove r t he c ur r e nt
f r a gme nt e d a ppr oa c he s i n ma ny a r e a s . Our me t r opol i t a n f or m o f gove r nme nt
a l r e a dy pe r mi t s us t o a ppr oa c h pr obl e ms on a n a r e a- wi de ba s i s but t he
Communi t y De ve l opme nt Pr o gr a m, a s c ur r e nt l y c ons t i t u t e d , ha s be e n a s t e p
ba c kwa r ds i n t h i s r e ga r d .

Ba s e d on t he s e c onc e r ns , we of f e r t he e nc l os e d ma t e r i a l f or t he r e c or d a nd
f or c ons i de r a t i on b y your Subc ommi t t e e .

4100, Ce r e l , a
S I

1 . 4 r a

St e Te n P. Cl a r k
Ma yor

Enc l os ur e
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St a t e me nt o f

Me t r opol i t a n Da de Count y , Fl or i da

f i l e d wi t h

The Subc ommi t t ee on Hous i ng a nd Communi t y De ve l opment

o f t h e

Hous e Ba nki ng, Fi na nc e a nd Ur ba n Af f a i r s Commi t t e e

o n t he

Re a ut hor i za t i on o f t he Communi t y De ve l opment Pr ogr a m

Ma r c h 15, 1977

8 6 - 0 8 5 0 - 7 7 - p1 . 3 - 4 8



2600

RECOMMENDATI ON

I n cons i de r i ng changes t o t he cur r ent Communi t y Deve l opment l egi s l a t i on,
t wo bas i c modi f i ca t i ons a r e ur ged; e xpans i on o f t he Ur ba n Deve l opment
Ac t i on Gr ant conce pt pr opos ed by HUD; a nd pr ovi s i on o f a n i ncent i ve
pr ogr am f or me t r opol i t an appr oac hes t o pr obl e m s ol vi ng.

Ur ban Deve l opment Ac t i on Gr ant

Vi r t ua l l y, s i nce t he i ncept i on . of t he Communi t y Deve l opme nt Pr ogr am i t
ha s bee n a r gued t ha t t he pr ogr am l acke d t he c apabi l i t y o f unde r t aki ng
ma j or pr oj ec t s o f ne i ghbor hood r evi t a l i z a t i on whi ch r e qui r ed mul t i - ye a r
commi t ment s . Expe r i ence dur i ng t he f i r s t t wo yea r s o f t he pr ogr am have
hi ghl i ght ed t hi s ga p. The r e f or e , t he Depa r t ment ' s pr opos a l t o ea r ma r k
di s c r e t i ona r y f unds f o r a n Ur ba n Deve l opment Ac t i on Gr ant s e ems wa r -
r a nt e d; howe ve r , t hi s concept s houl d be br oa dened t o i nc l ude not onl y
c i t i e s , but a l l uni t s o f ge ne r a l l oc a l gove r nment whi c h have aut hor i t y
f or unde r t aki ng s uc h ac t i vi t i e s .

Me t r opol i t an I nc ent i ve s

The exi s t i ng l egi s l a t i on s houl d be f ur t he r a mende d t o a l l ow i ncent i ve
gr a nt s t o t hos e me t r opol i t a n a r e a s whi ch de ve l op me t r opol i t an- wi de
a ppr oac he s f or a ddr e s s i ng i s s ues o f a mul t i - j ur i s di c t i ona l na t ur e .
The moni e s f o r t hi s i ncent i ve pr ogr am coul d be f unded f r om t he
Se c r e t a r y' s di s c r e t i ona r y f unds .

BACKGROUND

One o f t he domi na nt di r ec t i ons i n Fe de r a l ur ban pol i cy ove r t he l a s t
dec ade has be e n t he ac t i ve encour agement o f l oc a l e f f or t s a t a r e a- wi de
coope r a t i on. I t i s c l ea r t ha t t he Fe de r a l hous i ng a nd communi t y
de ve l opment f undi ng s ys t e m doe s not pr e s ent l y i nc l ude t h i s e mpha s i s .
Me t r opol i t a n a ppr oac he s t o s ol vi ng a r e a- wi de communi t y deve l opment
pr obl ems s houl d be r ec ogni zed a nd r ewar ded t hr ough i nce nt i ves f o r
communi t i e s t o e nt e r i nt o coope r a t i ve e f f or t s .

A ke y pr obl em pos ed by t he exi s t i ng l egi s l a t i on i s t he des i gna t i on o f
j us t t wo f or ms o f l oc a l gove r nme nt a s r e c i pi ent s o f ent i t l ement gr a nt s :
me t r opol i t an c i t i e s a nd ur ban count i e s . Thi s r i gi d f undi ng s ys t e m doe s
not r ecogni ze t ha t t he r e i s l i t t l e uni f or mi t y a mong a nd wi t hi n s t a t e s
a s t o wha t l eve l and t ype o f gove r nment ha s r e s pons i bi l i t y f or a pa r t i -
cul a r f unc t i on. Cons i de r t he s e di f f e r ence s .

1 . Count i e s a r e o f mi ni ma l or no s i gni f i cance i n Ne w Engl and whi l e
t he y a r e ma j or s e r vi c e pr ovi de r s i n Ca l i f or ni a , Ma r yl a nd, New
Yor k a nd Vi r gi ni a .

2 . A 1967 s ur ve y by t he Advi s or y Commi s s i on on I nt er gover r ml ent al
Re l a t i ons s howed t ha t t he domi nant di r ec t i on s e r vi c e pr ovi de r f o r
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hous i ng a nd r e ne wa l f unc t i ons va r i ed s i gni f i ca nt l y: o f t he 5 0
s t a t e s , 22 had muni c i pa l domi na t i on i n hous i ng/ r enewa l r e s pon-
s i bi l i t y, f our ha d count y r e s pons i bi l i t y, t wo had St a t e r e s pon-
s i bi l i t y a nd 2 2 ha d s pec i a l di s t r i c t s o r a ut hor i t i e s .

3. I n t he Sou t h, Me t r opol i t an Dade Count y a nd At l ant a have a t wo-
l a ye r appr oac h t o pr ovi di ng ur ba n s e r vi c e s , i n whi c h a r e a- wi de
gove r nme nt i s s t r engt hened whi l e r e t a i ni ng muni c i pa l i t i e s .
Nas hvi l l e ( Da vi ds on Count y) a nd J ac ks onvi l l e ( Duva l Count y)
have cons ol i da t ed one- l a ye r gove r nment s . I n t he Nor t h, I ndi a n-
apol i s ( Ma r i on Count y) has f ol l owed t hi s l a t t e r appr oac h.

I t i s c l ea r t ha t t he pa t t e r n o f l oc a l gove r nment i n t he U. S. i s s o va r i ed
t ha t e nt i t l ement gr ant s c a nnot r ec ogni ze t hi s c ompl e xi t y. The r ec i pi ent s
o f ent i t l ement bl oc k gr ant s , qui t e na t ur a l l y, wi l l t e nd t o s pend t he i r
f unds i n t he f unc t i ona l a r ea s ove r whi ch t he y have exc l us i ve j ur i s di c t i on
r a t he r t ha n s ha r e d power s . Beca us e o f t he pr ol i f e r a t i on o f a s s i gnment
pa t t e r ns t o di f f e r ent uni t s o f gove r nment , i t makes i t di f f i cul t t o de t e r -
mi ne whe t he r f unc t i ons a r e be i ng e f f ec t i ve l y a l l oca t ed t o di f f e r ent l eve l s
o f St a t e and l oc a l gove r nment .

I n i ns t ance s o f s ha r e d r e s pons i bi l i t y ove r communi t y de ve l opment ma t t e r s ,
a s i n t wo- l a ye r me t r opol i t an a r eas s uc h a s Me t r opol i t an Da de Count y, t he
ent i t l e ment f or mul ae woul d pr ec l ude t he Me t r opol i t an Count y f r om e xe r -
c i s i ng a ut hor i t y ove r i t s f unc t i ona l a r ea s o f hous i ng, r e ne wa l , ne i gh-
bor hood f ac i l i t i e s , s oc i a l s e r vi ce s , e conomi c deve l opment a nd a r t e r i a l
s t r ee t s wi t hi n ent i t l e ment c i t i e s . Ent i t l ement c i t i e s wi t hi n s uc h a
me t r opol i t an g ov e r me n t f r a mewor k a r e e ncour aged t o ut i l i z e t he i r CD
f unds f or a r ea s o f f unc t i ona l r e s pons i bi l i t y f or whi ch t he y ha ve e xc l u-
s i ve j ur i s di c t i on - l oc a l s t r ee t s a nd ne i ghbor hood pa r ks . The pr e s ent
f or mul a c a n, i n e f f e c t , di s cour age compr ehens i vene s s a nd a r e a- wi de c o-
ope r a t i on.

For t hi s r e a s on, i t i s pr opos ed t ha t uni t s o f l oc a l gOver nment t ha t have
evol ve d a r e a- wi de s ol ut i ons t o compl ex ur ban pr obl ems be pos i t i ve l y e n -
cour age d t o cont i nue a nd t o bui l d on t hi s r e l a t i ons hi p. I t i s r ec omme nde d
t ha t a por t i on o f t he Se c r e t a r y' s di s c r e t i ona r y f unds be s e t a s i de f or
communi t i e s t ha t j oi n t oge t he r t o unde r t a ke CD ac t i vi t i e s .

Fol l owi ng i s a br i e f des c r i pt i on o f how t he me t r opol i t an appr oach ha s de -
ve l oped i n Me t r opol i t an Dade Count y.

Gove r nme nt

I n t he mi d- 1950' s , t he peopl e o f Me t r opol i t an Da de Count y ( Me t r o) s ucc e s s -
f ul l y f ought f o r a cons t i t ut i ona l a mendme nt t o pe r mi t t he f or ma t i on o f a
me t r opol i t an f or m o f gove r nme nt f or t he ent i r e Count y a nd t he a dopt i on o f
a home r ul e c ha r t e r s pe l l i ng out i t s power s . Pr i or t o t hi s t i me , t he
Count y' s power s we r e gene r a l l y l i mi t ed t o t he uni nc or por a t ed a r e a , and
we r e gr ant ed by t he St a t e l egi s l a t ur e unde r va r i ous s pe c i a l ac t s .

Ove r t he l a s t t went y ye a r , Me t r o has a s s ume d r e s pons i bi l i t y f or mor e a nd
mor e gove r nme nt a l f unc t i ons whi c h a r e a r e a- wi de i n na t ur e . Some o f t he
f unc t i ons , s uch a s t he Ci t y o f Mi a mi ; t he s e we r e t r ans f e r r ed t o Me t r o t o
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f or m t he nuc l e us o f a un i f i e d a ppr oa c h t o me e t a n a r e a- wi de ne e d .

Ot he r f unc t i ons , s uc h a s ma npowe r t r a i n i ng a nd o t he r huma n r e s our c e p r o-
gr a ms , i nc l udi ng t he Cuba n Re f uge e Pr ogr a m, we r e no t e ve n c ont e mpl a t e d
i n t he mi d- f i f t i e s , a nd whe n pr ogr a ms we r e c ons t r uc t e d t o me e t t he s e
e vol v i ng ne e ds , Me t r o be c a me t he l og i c a l un i t s o f l oc a l gove r nme nt t o
a dmi ni s t e r t he m.

Ot he r a r e a s o f Count y- wi de r e s pons i b i l i t y unde r t he Me t r o a ppr oa c h i n -
c l ude publ i c he a l t h a nd we l f a r e , you t h s e r vi c e s , t he c our t s ys t e m,
t r a ns por t a t i on s ys t e ms , s ol i d wa s t e d i s pos a l , wa t e r s uppl y ma na ge me nt ,
s e wa ge t r a ns mi s s i on a nd t r e a t me nt , a nd publ i c l i br a r i e s . Whi l e s ome
o f t he s e a c t i vi t i e s a r e c a r r i e d ou t unde r a pa r t ne r s hi p be t we e n t he
c i t i e s a nd t he Count y , mos t a r e t he e xc l us i ve r e s pons i b i l i t y o f t he
Count y.

Toda y , t he Count y a nd i t s 26 muni c i pa l i t i e s ha v e a po pu l a t i o n o f 1, 410, 000.
The popul a t i on br e a kdown a n d t he c ondi t i on o f hous i ng i n t he t h r e e me t r o-
po l i t a n c i t i e s a nd i n t he ba l a nc e o f t he Count y i s s hown on a t t a c hme nt s
t o t h i s t e s t i mony .

Hous i ng

I n t he l a t e 1960 ' s , t h r e e e ve nt s oc c ur r e d whi c h s t r e ng t he ne d t he me t r o-
pol i t a n a ppr oa c h i n t he f i e l d o f hous i ng a nd c ommuni t y de ve l opme nt .

1 . Hous i ng c ode e nf or c e me nt . The Ci t y o f Mi a mi , b y or d i -
na nc e , t r a ns f e r r e d i t s hous i ng c ode e nf or c e me nt r e s pon-
s i bi l i t y t o Me t r o. Subs e que nt l y, t he c i t i e s o f Hi a l e a h ,
Opa Loc ka , Swe e t wa t e r , We s t Mi a mi , Sout h Mi a mi a nd Fl o -
r i da Ci t y , de l e ga t e d t he i r c ode e nf or c e me nt powe r s t o
Me t r o. Me t r o c a r r i e s ou t a s ys t e ma t i c e nf or c e me nt p r o-
gr a m i n t he s e c i t i e s a nd i n t he un i nc or por a t e d a r e a s , -
whi c h t oge t he r c ont a i n mos t o f t h e s ubs t a nda r d hous i ng
i n t he Count y. I n a c t ua l i t y , t he Count y s e t s t he mi n i -
mum hous i ng c ode s t a nda r ds f o r a l l o t he r muni c i pa l i t i e s .

2 . Hous i ng f o r Low- i nc ome Fa mi l i e s a nd t he El de r l y . The
Ci t y o f Mi a mi , b y or d i na nc e , t r a ns f e r r e d t he Mi a mi
Hous i ng Aut hor i t y t o Me t r o. J us t pr i o r t o t he t r a ns f e r
o f t he Mi a mi Hous i ng Aut hor i t y , t he r e we r e a t o t a l o f
4, 477 un i t s o f whi c h 2 , 563 we r e l oc a t e d i n Mi a mi a nd
1 , 914 uni t s we r e l oc a t e d i n t h e uni nc or por a t e d a r e a .
Toda y, t he t o t a l numbe r o f u n i t s , e i t he r i n ma na ge me nt
o r i n de ve l opme nt , ha s g r own t o 10, 075 wi t h 5 , 822 i n t h e
Ci t y o f Mi a mi , 3, 933 i n t he uni nc or por a t e d a r e a , a nd 320
uni t s i n t he c i t i e s o f Sout h Mi a mi , Hi a l e a h, a nd Home -
s t e a d. Si nc e t he t r a ns f e r we ha ve e mpha s i z e d l oc a t i ng
s e ni or c i t i z e n hous i ng i n t he Ci t y o f Mi a mi a n d f a mi l y
hous i ng i n t he out l yi ng a r e a s o n s c a t t e r e d s i t e s . Our
publ i c hous i ng i s l oc a t e d f r o m one e nd o f t h e Count y t o
t he o t he r , a nd our Count y i s l a r ge r i n a r e a t ha n t he
s t a t e s o f Rhode I s l a nd a nd De l a wa r e .
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3. Communi t y De ve l opme nt . The St a t e e na c t e d t h e f i r s t
ge ne r a l e na b l i ng l e gi s l a t i on f o r r e de ve l opme nt , t h e
Communi t y Re de ve l opme nt Ac t o f 1969 . Pr i o r t o t h i s
t i me a f e w c ommuni t i e s i n t he St a t e , a nd t he Count y
i t s e l f , we r e c a r r yi ng out r e de ve l opme nt o n a l i mi t e d
s a l e a s a r e s ul t o f a numbe r o f s pe c i a l a c t s . Unde r
t he 19 69 l e g i s l a t i on, a Home Rul e Cha r t e r c ount y
( s uc h a s Da de Count y) wa s gi ve n t he e xc l us i ve a u t ho-
r i t y t o unde r t a ke r e de ve l opme nt pr ogr a ms wi t h i n i t s
c or por a t e bounda r i e s .

Pr i o r t o t he pa s s a ge o f t he Communi t y Rde ve l opme nt
Ac t o f 19 69 , Me t r o wa s unde r t a k i ng a l i mi t e d ur ba n
r e ne wa l e f f or t i n t he Ci t y o f Mi a mi , i nvol vi ng pr oj e c t
c os t s o f $17 . 2 mi l l i on . Onc e t he ge ne r a l e na b l i ng l e -
gi s l a t i on wa s pa s s e d , a nd Fe de r a l ne i ghbor hood de -
ve l opme nt p r ogr a m f undi ng be c a me a va i l a b l e , t he Count y
e mba r ke d on a n e xt e ns i ve ne i ghbor hood r e ne wa l a nd c on -
s e r va t i on e f f or t whi c h by t he t i me i t wa s pha s e d ou t
i n Se p t e mbe r , 1976 , i nvo l ve d pr oj e c t c os t s o f $77. 2
mi l l i on i n t he f ol l owi ng a r e a s o f t h e Count y:

Mi a mi $40 . 2 mi l l i on

Hi a l e a h $ 2 . 0 mi l l i on

Sout h Mi a mi $ 6 . 0 mi l l i on

Cor a l Ga bl e s $ 1 . 5 mi l l i on

Uni nc or por a t e d Count y $27. 5 mi l l i on

The r e ha bi l i t a t i on l oa n a nd gr a nt p r ogr a m ha s a l s o be e n
a n i nt e gr a l pa r t o f Me t r o ' s ne i ghbor hood r e ne wa l a nd
pr e s e r va t i on e f f or t , f i r s t unde r NDP a nd n ow unde r t he
c ommuni t y de ve l opme nt p r ogr a m. By J a nua r y 31 , 1977, a
t o t a l o f $11 . 7 mi l l i on ha d be e n s pe nt o n r e ha b l oa ns
a nd gr a n t s , o f whi c h $7. 0 mi l l i on we r e s pe n t i n Mi a mi
a nd $230, 000 i n Hi a l e a h. Se c t i on 3 12 l oa ns a nd c om-
pa r a b l e l oa ns ut i l i z i ng t he Count y' s CD b l oc k gr a nt s
wi l l c ont i nue t o pl a y a n i mpor t a n t r o l e i n t he Count y' s
c ommuni t y de ve l opme nt a nd ne i ghbor hood pr e s e r va t i on
s t r a t e gy.

Me t r o a l s o a s s ume d r e s pons i bi l i t y f o r t he Mode l Ci t i e s
pr ogr a m whe n i t wa s e na c t e d i n t o a l a w a nd f unde d.
The pr ogr a m wa s c a r r i e d ou t l oc a l l y i n a n i ne s qua r e
mi l e a r e a wi t h a popul a t i on o f 85 , 000 pe opl e , e nc om-
pa s s i ng por t i ons o f t he Ci t y o f Mi a mi a n d t h e uni nc or -
por a t e d Count y.

I n Me t r opol i t a n Da de Count y we a r e c ommi t t e d t o me e t i ng t he hous i ng ne e ds
o f our l ow a nd mode r a t e- i nc ome f a mi l i e s a n d t he e l de r l y. We ne e d a nd ha ve
us e d Fe de r a l a s s i s t a nc e i n t h i s e f f or t , but we ha ve done mor e . A numbe r
o f l oc a l l y- f i na nc e d hous i ng pr ogr a ms ha ve be e n de ve l ope d t o s uppl e me nt
t he Fe de r a l l y- f unde d pr ogr a ms .



1 . Me t r o has budge t ed $1 mi l l i on t o ac qui r e l and f or l ow
a nd moder a t e- i nc ome hous i ng. Unde r t he pr ogr a m, s i t e s
have be en acqui r ed i n non- r ac i a l l y i mpac t ed a r eas o f
t he Count y wher e t he r e i s l i t t l e o r not s ubs i di zed
hous i ng.

2 . Whe n t he Sec t i on 312 r eha bi l i t a t i on l oa n pr ogr am wa s
f r oz e n, Me t r o budge t ed $1 mi l l i on f or i t s own r e ha b-
i l i t a t i on l oa n pr ogr am. Ha l f o f t he f unds wer e l oa n-
e d wi t hi n t he Ci t y o f Mi ami .

3. As a condi t i on o f obt a i ni ng Me t r o' s appr ova l on a
number o f z oni ng a c t i ons , a deve l ope r o f a n 8, 500 uni t
c ommuni t y agr ee d t o de di ca t e t o t he Count y l and f or
500 uni t s o f publ i c hous i ng.

4. Me t r o ha s budge t ed $3 . 3 mi l l i on f o r a homeowner s hi p
pr ogr a m f o r mode r a t e- i nc ome f a mi l i e s . The na t ur e o f
t he Count y a i d i s a 3 pe r c e nt s econd mor t gage whi c h
i s not amor t i zed unt i l a pr i va t e l y- f i nanced f i r s t
mo r t mg e i s r e t i r e d. Thi s pr ogr am wi l l r e s ul t i n r e -
bui l di ng c l ea r ed ur ban r ene wa l l a nd. Al mos t ha l f o f
t he f unds wi l l be s pe nt on hous i ng wi t hi n t he Ci t y o f
Mi a mi . The ot he r hous i ng uni t s be i ng a s s i s t e d unde r
t he pr ogr am a r e l oc a t ed i n t he c i t i e s o f Cor a l Gabl e s
a nd Sout h Mi ami and i n t he uni ncor por a t ed a r e a o f t he
Count y.

5. Me t r o budge t e d $400, 000 whi ch wi l l be us ed a s f i nanc i a l
unde r pi nni ng f or Sec t i on 8 r e ve nue bonds f o r t wo pr oj e c t s
t ha t ha ve be en appr ove d i n t he uni ncor por a t ed a r e a o f t he
Count y.

6. The vot e r s o f t he Ci t y o f Mi a mi pas s ed a $25 mi l l i on
hous i ng bond i s s ue . The Ci t y wi l l make t he mone y a va i l -
a bl e t o Me t r o f or f i na nc i a l unde r pi nni ng o f Sec t i on 8
r evenue bonds t o be i s s ued by Me t r o f or pr oj ec t s i n t he
Ci t y.
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At t a c h me n t A

P o p u l a t i o n b y Ra c e
S o u r c e : 1 9 7 4 u p d a t e f r o m Ce n s u s b y Da d e Co u n t y

Pi a nf f i ng -De p a r t me n t .

DADE COUNTY
( To t a l )

MI AMI MI AMI BEACH ' HI ALEAH

Bl a c k 2 0 7 , 0 0 0 76, 100 44o 1 , 2 0 0

La t i n 4 3 0 , 3 0 0 194, 7o0 12; 484 7a , 200

No n- La t i n 7 7 2 , 7 0 0 8 4 , 5 0 0 7 8 , 0 9 2 40, l 0b
Wh i t e

TOTAL: : • 1, 410' , 000- 355, 300- 91; 016- 111, 5o0-
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At t a c h me n t B

. Lo w- i n c o me
• De f i n i t i o n - f a mi l i e s b e l o w 8 0 % o f Da d e Co u n t y

me d i a n i n c o me .
S o u r c e : Ce n s u s

No . o f Fa mi l i e s % o f P o p u l a t i o n

Da d e Co u n t y 1 2 4 , 6 2 7 3 7 . 8

Mi a mi 4 3 , 0 2 4 5 0 . 8

Mi a mi Be a c h 1 3 , 7 1 1 - 5 1 . 8.

Hi a l e a h 8 , 1 2 9 3 0 . 6
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At t a c h me n t C

. Ho u s i n g Co n d i t i o n s

o f _ De f i c i e n t
Un i t s

To t a l No . o f
Un i t s

Da d e Co u n t y p 7 , 2 0 0 453, 915

Mi a mi **- 15, 49/ 4 124, 910
Mi a mi Be a c h 3 , 8 7 4 50, 959
Hi a l e a h 2 , 1 5 9 31, 694
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Ho n . THOMAS L. ASHLEY,
Cha i r ma n, Subc ommi t t e e o n Hous i ng a n d Co mmu n i t y De ve l opme nt , Commi t t e e

o n Ba nki ng, Fi na nc e a n d Ur ba n Af f ai r s , Wa s hi ngt on, D. C.
DEAR CHAI RMAN ASHLEY: Th e Soci et y t o Pr o mot e Ou r Uni que To wn ha s a

me mbe r s hi p c ompos e d of t he bus i nes s a n d pr of es s i onal c o mmu n i t y i n Hu ds o n.
We ha ve i n t he pas t wor ke d ext r emel y cl osel y wi t h Ci t y admi ni s t r at i on i n t he
i mpr ove me nt of o ur c o mmu n i t y a nd ha ve be en hear t ened by t he pr ogr es s ma d e
wi t h Feder a l as s i s t ance.

I t i s t hus wi t h gr eat a l a r m t ha t we vi ew t he pl anned pha s e- out of Co mmu n i t y
De ve l opme nt Ent i t l ement Fu n d s f or c ommuni t i e s wi t h popul at i on unde r 50, 000,
t o begi n i n J un e of 1978. The s e Ent i t l ement Funds , e ve n wi t h t he i mpa c t of
i nf l at i on, a r e t he onl y f unds avai l abl e t o c ommuni t i e s t o r ebui l d t hems e l ves a n d
t o pr ovi de decent hous i ng t o t hei r r esi dent s . Th e pl anned pha s e- out wi l l not onl y
l eave t he ci t i zens of Hud s on , but mi l l i ons of ot her ci t i zens wh o ha ppe n t o l i ve i n
c ommuni t i e s unde r 50, 000, wi t hout a n y hope.

We woul d hope t ha t you woul d be abl e t o wo r k aga i ns t t he pl anned pha s e- out
a n d cont i nue t he hol d- har ml es s f or mul a f or ci t i es unde r 50, 000. We woul d be
deepl y t hankf ul f or your ef f or t s i n t hi s ar ea.

Your s t r ul y,

SOCI ETY TO PROMOTE OUR UNI QUE TOWN,
Hu ds o n , N. Y. , Fe br ua r y 8, 1977.

DANI EL O' NEAL, Pr es i dent .

CI TY OF HUDSON, CI TI ZEN' S ADVI SORY COMMI TTEE,
Hu d s o n , N. Y. , Fe br ua r y 3, 1977.

Ho n . THOMAS L. ASHLEY,
Cha i r ma n, Subc ommi t t e e on Hous i ng a nd Co mmu n i t y De ve l opme nt , Commi t t e e

o n Ba nki ng, Fi na nc e a n d Ur b a n Af f ai r s , Wa s hi ngt on, D. C.
DEAR CHAI RMAN ASHLEY: Ou r c ommi t t e e r epr es ent s r es i dent s of Hu d s o n a n d

a n d i s c ompos e d of me mb e r s of t he c o mmun i t y f r om ever y wa l k of l i f e a n d i n-
c o me ci r cums t ance . We a r e ext r emel y concer ned a bout t he pr opos ed phas e- out of
t he hol d- har ml es s f or mul a f or ci t i es unde r 50, 000, r ecei vi ng Co mmu n i t y Deve l op-
me n t Ent i t l ement Funds . Thi s pha s e- out wi l l ha ve a devas t at i ng ef f ect on t hes e
c ommuni t i es .

I n our Ci t y, ma n y of our r es i dent s suf f er f r o m i nade qua t e hous i ng, l ow l evel s
of i nc ome a n d ma n y mi l es of wa t e r a n d s e wa ge l i nes ne ed upgr adi ng. We ha ve
be gun t o ma k e pr ogr es s i n t hese ar eas t hr ough t he Fe de r a l f undi ng we ha ve
r ecei ved i n t he pas t , but t he pl anned cut - of f of t he Ent i t l ement Fund i ng i n J un e
of 1978 wi l l c r us h t he hopes of ma n y t hous a nds of our r esi dent s .

We woul d l i ke t o ur ge you t o wo r k f or t he cont i nued r et ent i on of t he hol d-
ha r ml e s s f or mul a s f or c ommuni t i e s unde r 50, 000 af t er J un e of 1978. Yo u r hel p
i n t hi s ma t t e r wi l l be deepl y appr eci at ed.

Yo u r t r ul y,
PHI LI P POMERANTZ, Cha i r ma n.

CONGRESS OF THE UNI TED STATES,
HOUSE OF REPRESENTATI VES,

Wa s hi ngt on, D. C. , Ma r c h 17, 1977.
Ho n . THOMAS L. ASHLEY,
Cha i r ma n, Subc ommi t t e e o n Hous i ng a n d Co mmu n i t y De ve l opme nt , Commi t t e e

o n Ba nki ng, Fi na nc e a n d Ur ba n Af f ai r s , Wa s hi ngt on, D. C.
DEAR CHAI RMAN ASHLEY: Enc l os ed a r e copi es of l et t er s whi c h I ha ve r ecei ved

f r o m s ever al cons t i t uent s concer ni ng t he pendi ng r e ne wa l of t he Hous i ng a n d
Co mmu n i t y De ve l opme nt Act .

Th e encl os ed l et t er s f r o m t hese ci t y of fi ci al s s pe a k t o pr obl ems t ouched on
i n ot her t es t i mony hea r d by t he Subcommi t t ee . Th e y expr es s a n ar t i cul at e di s-
cus s i on of t he ne eds of t he ci t i es wi t h popul at i ons l ess t ha n 50, 000, a n d t he
ne ed f or c ommuni t i e s t o deal wi t h hous i ng a n d c o mmu n i t y deve l opment pr obl e ms
o n a s cat t er ed basi s.

I woul d appr eci at e i t i f t hey coul d be ma d e a pa r t of t he hear i ng r ecor d.
Si ncer el y,

J AMES J. BLANCHARD, Me mb e r of Congr es s .



CI TY OF STERLI NG HEI GHTS, MI CH. , Fe br ua r y 14, 1977.
Ho n . J AMES J . BLANCHARD,
Wa s hi ngt on, D. C.

DEAR CONGRESSMAN BLANCHARD: Yo u r i nt er est i n obt ai ni ng i nput f r o m our
c o mmu n i t y pr i or t o your c ommi t t e e cons i der i ng t he Co mmu n i t y De ve l opme nt
Ac t i n t he ne xt f e w we e k s i s appr eci at ed.

Th e Co mmu n i t y De ve l opme nt Ac t pr ovi ded t he Ci t y wi t h i t s f i r st oppor t uni t y
t o par t i ci pat e i n t hi s t ype of f eder al pr ogr a m. Ou r exper i ence i s, t her ef or e,
l i mi t ed t o t he cur r ent pr ogr a m.

Th e l a w a n d r egul at i ons es t abl i shed t her ef or a ppe a r t o s t er eot ype al l c o mmu -
ni t i es a s ha vi ng concent r at i ons of l ow a n d mode r a t e i nc ome per sons , s l um or
bl i ght ed ar eas , a n d mi nor i t y gr oups . I n St er l i ng Hei ght s , t hes e concent r at i ons
d o not exi st . Ou r l o w a n d mode r a t e i nc ome per sons , mi nor i t i es a n d seni or
ci t i zens, a r e l ocat ed t hr oughout t he c ommuni t y . Ou r s ubs t andar d hous i ng i s
al so l ocat ed t hr oughout t he c ommuni t y . Thi s condi t i on ha s l ed t o s o me cri t i -
c i s m t ha t we a r e not mee t i ng t he obj ect i ves of t he Ac t a n d a r e pl aci ng t oo mu c h
s t r es s on r ecr eat i on or i ent ed pr oj ect s .

I n t he a r ea of publ i c ser vi ces , we f ace a s i mi l ar pr obl em. Du e t o t he speci f i c
pr ohi bi t i on of c i t ywi de pr oj ect s , we mu s t est abl i sh a n ar t i f i ci al t ar get ar ea. I n
r eal i t y, t he mu c h ne eded publ i c ser vi ces woul d benef i t a f a r gr eat er s e gme nt
of l ow a n d mode r a t e i nc ome per s ons by al l owi ng f or ci t ywi de appl i cat i on. Tee n-
ager s wi t h al cohol i c par ent s a n d s eni or ci t i zen as s i s t ance a r e t wo pr ogr a ms i n
whi c h t he ci t y i s i nvol ved.

As you a r e a wa r e , t he popul at i on of St er l i ng He i ght s i ncr eased f r o m 61, 363
t o 92, 904 per s ons be t we e n 1970 a n d Se pt e mbe r 1976 wh e n t he cur r ent f eder al
cens us wa s cer t i f i ed. Pr ovi s i ons s houl d be i ncl uded i n t he Ac t t o t ake i nt o
a ccount t hi s t ype of gr owt h i n t he al l ocat i on of f unds .

We r ecogni ze t hat st r i ct appl i cat i on pr ocedur es a n d per f or ma nce r epor t i ng
ar e neces s ar y t o as s ur e compl i ance wi t h t he Act . Th e a mo u n t of ef f or t r equi r ed
i n t hi s a r ea appea r s t o be s t eadi l y gr owi ng. A r evi ew of t hi s pr oces s ma y be
desi r abl e.

At t ached, i s a c opy of a l et t er whi c h you r ecei ved l as t year f r o m our Pl a nni ng
Cons ul t ant s whi c h addr es s es t hes e a n d ot her i t e ms of concer n.

Th e pr oj ect s whi c h we ha ve unde r t aken or pr opos e t o under t a ke a r e benef i ci al
t o t he Ci t y a s a whol e a s wel l a s t o per s ons of l o w a n d mode r a t e i nc ome r es i di ng
i n t he c ommuni t y . A cont i nuat i on of t he pr ogr a m a l ong i t s pr es ent gui del i nes
i s, t her ef or e, encour aged.

Ve r y t r ul y your s ,
LEONARD G. HENDRI CKS, Ci t y Ma na ge r .

VI LI CAN LEMAN & ASSOCI ATES, I NC. ,
Sout hf i el d, Mi ch. , Apr i l 1, 1976.

Ho n . J AMES J . BLANCHARD,
Wa s hi ngt on, D. C.

DEAR CONGRESSMAN BLANCHARD: We a r e wr i t i ng a t t he s ugges t i on of Ma y o r
Da vi d She phe r d of Oa k Pa r k. We r ecent l y appe a r e d bef or e hi s S E MCOG A- 9 5
Re vi e w Commi t t e e r egar di ng t he Co mmu n i t y De ve l opme nt Bl ock Gr a n t Appl i -
cat i on f or t he Ci t y of St er l i ng He i ght s wh o m we assi st i n c ommun i t y pl anni ng
mat t er s . Sever al poi nt s we r e ma d e whi c h Ma y o r She phe r d f el t mi ght be of
i nt er est t o you.

Th e pur pos e of t he hear i ng wa s t o gi ve St er l i ng Hei ght s a n oppor t uni t y t o
r es pond t o cr i t i ci sm of i t s appl i cat i on by t he Mi chi ga n De pa r t me nt of Ci vi l
Ri ght s . The r e we r e a n u mb e r of r el at i vel y mi nor t echni cal concer ns , but t he
ke y i s sue wa s t he Ci vi l Ri ght s De pa r t me nt cont ent i on t ha t t he ci t y "f ai l ed t o
gi ve ma x i mu m f eas i bl e pr i or i t y t o act i vi t i es whi c h wi l l benef i t l o w or mode r a t e
i nc ome f ami l i es , or ai d i n t he pr event i on or el i mi nat i on of s l ums or bl i ght ".

On e of t he " as s ur ance s " t ha t a c ommun i t y mu s t at t es t t o i s t ha t i t i s doi ng
t he above , or i f not , t hat t he act i vi t y i t pr opos es i s anot her c o mmu n i t y ne ed of
"par t i cul ar ur gency, " whi c h t hen ha s t o be doc ume nt e d i n a speci f i ed wa y a n d
mu s t be a ppr ove d by t he Secr et ar y of HUD.

Th e Ci vi l Ri ght s De p a r t me n t pr i ma f aci e evi dence of not mee t i ng t hi s as sur -
a nc e a ppe ar e d t o be t he f act t ha t t he ma j or por t i on of t he Ci t y' s gr a nt wa s
pr opos ed t o be s pent on pa r k l a nd acqui si t i on. Ev e n t hough t her e we r e a n u mb e r
of hous i ng or i ent ed pr ogr ams , t he mo n e y al l ot t ed t o t h e m wa s r el at i vel y mi nor .
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Th e pa r k acqui s i t i on wa s char act er i zed a s a " publ i c wor ks " act i vi t y by t he Ci vi l
Ri ght s De p a r t me nt a n d s o me h o w t hi s i s i nt er pr et ed a s not mee t i ng t he " as sur -
ance" . Thi s i s whe r e our f i r st poi nt of s er i ous di s agr e ement occur s , not j us t
wi t h t he Ci vi l Ri ght s De pa r t me nt , but al so wi t h s o me H U D offi ci al s. We f eel
t ha t a s i gni f i cant par t of t he pr obl em i s a l ack of under s t andi ng of s o me s ub-
ur ba n pr obl ems by bot h set s of of fi ci al s whi c h we wi l l out l i ne f ur t her a s we
go on.

Fi r s t l y, i t mi ght d o wel l t o i ndi cat e wh a t we i nt er pr et i s t he i nt ent of t he
l a w. As you k n o w t her e a r e s ever al obj ect i ves l i st ed, but we f eel a f ai r s u m-
ma r y woul d be " a decent h o me i n a sui t abl e envi r onment , f or ever y f ami l y but
par t i cul ar l y f or l ow a n d mode r a t e i nc ome f ami l i es ; a n d t he el i mi nat i on of
exi s t i ng a n d pr event of f ut ur e bl i ght ". To achi eve t hese goal s a l mos t al l act i vi -
t i es t hat we r e al l owed unde r t he ol d cat egor i cal pr ogr a ms a r e al l owed except
t ha t s o me of t he i nt er pr et at i ons get a bi t t acky ( e. g. , f i re s t at i ons ma y be al l owed
but not pol i ce s t at i ons , r ehabi l i t at i on pr ogr a ms a r e al l owed on a ne i ghbor hood
bas i s but not ci t y- wi de) .

We f i nd n o pl ace i n t he l a w t hat s ays a cer t ai n per cent age of mo n e y mu s t
be s pe nt on hous i ng a s oppos ed t o t he e nvi r onme nt t ha t t he hous i ng i s l ocat ed
i n, or a s oppos ed t o bl i ght pr event i on or bl i ght el i mi nat i on. So l ong a s t he act i v-
i t y me e t s t he goal s of t he l a w, a n d t he l ocal c o mmu n i t y ha s f ol l owed t he l egal
pr ocedur es out l i ned, we d o not f eel t ha t a c o mmun i t y s houl d be f aul t ed f or
e mpha s i z i ng " publ i c wor ks " i f t ha t i s a ma j or ne ed of t he par t i cul ar c o mmu -
ni t y. Thi s i s wh a t we under s t a nd i s one of t he pr i me goal s of t he Bl ock Gr a nt
Pr o g r a m—t o al l ow l ocal c ommuni t i e s t o i dent i f y a n d at t ack wh a t t hey f eel i s
a n i mpor t ant pr obl e m a n d not be gui ded i nt o a par t i cul ar pr ogr a m t ha t mi ght
not ha ve be en a pr i me c o mmun i t y ne e d but t ha t ha ppe ne d t o ha ve f unds a s wa s
t he cas e wi t h t he ol d cat gor i cal appr oach.

I n t he cas e of St er l i ng Hei ght s , t ha t ne e d wa s de t e r mi ned t o be pa r k l and.
I t ha s be en our exper i ence wor ki ng wi t h over 200 l ocal c ommuni t i e s t hr ough
t he year s t hat pa r k l and a n d r ecr eat i on i s one of t he l as t c o mmu ni t y ser vi ces
t ha t i s at t ended t o s i nce i t i s not per cei ved t o be as neces s ar y a s r oads , s ewer s ,
et c. Ho we v e r , a s a c ommu n i t y devel ops , t he ne e d f or r ecr eat i on be c ome s mo r e
appar ent , but by t hen, avai l abl e l a nd i s l i mi t ed a n d t he pr i ce ha s s kyr ocket ed
a n d cons equent l y, mo s t c ommuni t i e s a r e s adl y def i ci ent i n pa r k l and. St er l i ng
Hei ght s ha s g r o wn f r o m 14, 000 popul at i on i n 1960 t o over 90, 000 per s ons t oday.
As a r esul t , pot ent i al r ecr eat i on l a nd i s f as t di s appear i ng, but s i nce t he d e ma n d
f or al l ot her ci t y ser vi ces i s al so escal at i ng, i t i s di f fi cul t t o s et as i de adequa t e
f unds f or r ecr eat i onal needs . Th e Bl oc k Gr a nt Pr o g r a m pr ovi des t he ci t y t he
oppor t uni t y t o r es pond t o t hi s need. I t i s our cont ent i on t ha t t he pr ovi s i on of
adequa t e pa r k l and i s a n i mpor t a nt pa r t of t ha t "sui t abl e e nvi r onme nt " t ha t
t he act descr i bes. Al so, t ha t publ i c pa r k l a nd i s ut i l i zed by l ow a n d mode r a t e
i nc ome f ami l i es pr opor t i onat el y gr eat er t ha n by t he hi gher i nc ome gr oups wh o
ha ve t he f i nanci al abi l i t y t o choos e a wi de r r a nge of pr i vat e r ecr eat i onal act i v-
i t i es. Fur t her , pa r ks t end t o st abi l i ze ne i ghbor hoods a n d a r e a det er r ent t o t he
deve l opment of f ut ur e bl i ght . Cons equent l y, we f eel s t r ongl y t ha t t he ci t y act ed
pr udent l y a n d wi t hi n t he i nt ent of t he l a w a n d s houl d not ha ve t o apol ogi ze f or
havi ng a " publ i c wor ks " or i ent ed pr ogr a m.

I n addi t i on, a t t he publ i c hear i ngs whi c h a r e r equi r ed by t he l a w, b y f a r t he
s t r onges t expr es s i on of ci t i zen concer n wa s f or r ecr eat i on l and. I t i s a ver y diffi-
cul t pol i t i cal r eal i t y t o as k f or ci t i zen i nput a n d • t hen i gnor e t ha t i nput . Of
cour s e i f t he ci t i zen r eques t s a r e not el i gi bl e i t ems ( whi c h s o me we r e not ) t hen
t hey ha ve t o be t ur ned d o wn . Bu t i n t hi s case, t he ci t y wa s r es pondi ng t o ci t i -
z en i nt er est , s uppor t ed by s oun d l and pl anni ng a n d f i scal r eas ons , act i ng wi t hi n
t he obj ect i ves of t he l a w, a n d ful f i l l i ng t he bl ock gr a nt phi l os ophy of a l ocal l y
f as hi oned pr ogr a m, a n d yet we r e cr i t i ci zed becaus e i t di d not me e t a n i nt er -
pr et at i on of t he l a w whi c h we bel i eve i s bas e d on a " cent r al ci t y" vi ewpoi nt .

By a " cent r al ci t y" vi ewpoi nt we me a n t he per cept i on t hat al l ci t i es me e t t he
cl assi cal mode l of a decayi ng d o wn t o wn s ur r ounde d b y concent r i c ci r cl es of i n-
cr eas i ngl y bl i ght ed hous i ng wi t h t he ove r whe l mi ng pr obl em be i ng t he el i mi na-
t i on of ext r emel y bl i ght ed home s , t he r ehabi l i t at i on of bor der l i ne dwel l i ngs , a n d
t he pr ovi s i on of hous i ng t o me e t t he hous i ng ne eds of l owe r i nc ome f ami l i es . No
o ne deni es t hat t he a bove descr i pt i on ref l ect s cent r al ci t y condi t i ons a n d r epr e-
s ent s a gr eat ur ba n pr obl em t oday. So me mi ght e ven cont end t ha t al l t he bl ock
gr ant mo n e y s houl d be f unnel l ed not onl y i nt o t he cent r al ci t i es but i nt o t he
ext r e mel y bl i ght ed a r ea s of t hes e ci t i es. Howe v e r , t hi s i s not t he wa y t he l a w
i s wr i t t en. Subur ba n a n d out s t at e c ommuni t i e s a r e el i gi bl e f or f unds . Th e y do
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ha ve c o mmu n i t y de ve l opme nt pr obl ems , s o me pr esent l y s er i ous , s o me whi c h wi l l
be c ome s er i ous i f not at t ended t o n o w. So me s mal l er ci t i es a r e cr os s sect i ons of
l ar ger ci t i es i n ma n y wa ys . ( I nci dent l y t her e i s mo r e bl i ght ed hous i ng per cent age
wi s e, i n t he s mal l out s t at e c ommuni t i e s t ha n t her e i s i n Det r oi t . Thi s f act s e e ms
t o es cape ma n y H U D offi ci al s. I t i s al so on e r eas on wh y t he 50, 000 popul at i on
l i mi t on ent i t l ement ci t i es ma k e s n o s ens e a t al l . ) Bu t ma n y s mal l e r ci t i es a r e
qui t e di f f er ent i n t hei r phys i cal char act er i s t i cs t ha n t he l ar ge cent r al ci t i es a n d
s houl d not ha ve t o fi t t he cent r al ci t i es mol d a s t o t he t ype of pr oj ect pr opos ed. A
s e cond e xa mpl e of t hi s pr obl e m wa s al so r ai s ed a t l as t week' s meet i ng. I t ha d t o
d o wi t h a n e w r egul at i on of HUD' s ( not i n t he l a w, but yet anot her ques t i onabl e
i nt er pr et at i on) t ha t pr ohi bi t s a ci t y- wi de r ehabi l i t at i on p r o g r a m—t h e pr ogr a m
mu s t t i e i nt o a ne i ghbor hood or t ar get ar ea. Aga i n, t hi s r epr esent s " cent r al ci t y"
t hi nki ng.

I n Det r oi t t he r e a r e l ar ge concent r at i ons of bl i ght ed hous i ng a n d l o w i nc ome
f ami l i es l i vi ng t oget her , a n d t o ma k e a n i mpac t , i t i s neces s ar y t o ha ve a con-
sol i dat ed ef f or t i n a f e w a r eas s i nce t her e a r e not near l y e nough f unds t o g o
a r ound t o al l ar eas . Thi s i s a l ogi cal a ppr oa c h—f or Det r oi t a n d ot her ci t i es l i ke
Det r oi t . Bu t i n St er l i ng Hei ght s or i n St . Cl ai r Shor es , or i n Sout hf i el d, or doz ens
of ot her s i mi l ar c ommuni t i es , t her e a r e not l ar ge concent r at i ons of bl i ght ed hous -
i ng. I n f act t her e a r e pr obabl y n o mo r e t ha n s even or ei ght hous e s t oget her i n a n y
one bl ock i n t hes e t owns . The i r pr obl ems of bl i ght g o ba c k t o t owns hi p da ys
bef or e a dequa t e codes a n d or di nances we r e i n ef f ect a n d be l ow s t a ndar d hous i ng
wa s bui l t i n s cat t er ed l ocat i ons t hr oughout t he c ommuni t y. I n a ci t y l i ke St er l i ng
Hei ght s wi t h 90, 000 per s ons , t her e a r e a cons i der abl e n u mb e r of i ndi vi dual
bl i ght ed hous es , a n d a cons i der abl e n u mb e r of l owe r i nc ome peopl e but t hey t end
t o be s cat t er ed al l over t he c ommuni t y .

Bu t H U D s ays you ca nnot ha ve a ci t y- wi de pr ogr a m t o el i mi nat e a n d u p- gr ade
t hes e hous es . Yo u c a nnot us e bl ock gr a nt mo n e y t o he l p t ha t el der l y wi d o w wh o
i s f i nanci al l y unabl e t o f i nance i mpr ove me nt s becaus e her hous e ha ppe ns t o be
t he onl y poor hous e o n t he s t r eet . Yo u mu s t ha ve a concent r at ed t ar get ar ea.
Wh y mu s t you do i t t hi s wa y ? —b e c a u s e t ha t i s t he wa y i t i s i n Det r oi t , or Fl i nt , or
Sa gi n a w or a n y of t he ot her ol der , l ar ge, cent r al c ommuni t i es .

I n s u mma r y , t hese c o mme n t s ar e not me a n t t o mi ni mi z e t he ve r y s er i ous pr ob-
l e ms of t he cent r al ci t i es, or t o i gnor e t he f act t ha t mu c h of t he pr ogr a m s houl d
ha ve a n or i ent at i on t o t hese pr obl e ms ; but r at her t o ma k e t he poi nt t ha t a s l ong
a s noncent r al c ommuni t i e s a r e el i gi bl e f or f unds , a nd s o l ong a s t hey ut i l i ze t he
f unds t o sol ve r eal c ommu n i t y de ve l opment pr obl ems , a n d t hey ac t wi t hi n t he
f r a me wo r k of t he l a w, t hey s houl d not ha ve t o cas t t hei r act i vi t i es i n t he s a me
mol d a s t hei r l ar ge ci t y ne i ghbor s who s e p r obl e ms —t hough i nt er r el at ed ma y or
ma y not be s i mi l ar .

Si ncer el y,
EDWARD J . HI TSTOLES.

CI TY OF OAK PARK, MI CH. , Ma r c h 3, 1977.
CONGRESSMAN J AMES J . BLANCHARD,
Wa s hi ngt on, D. C.

DEAR CONGRESSMAN BLANCHARD: I ha ve encl os ed my r es pons e t o t he Muni c i pa l
Conf er ence Sur ve y a s you ha ve r eques t ed.

I woul d al so l i ke t o s ubmi t t he f ol l owi ng c o mme n t s r el at i ve t o t he Hous i ng
a n d Co mmu n i t y De ve l opme nt Ac t of 1974. I ba s e t hes e c o mme n t s not onl y on my
o wn f eel i ngs, but al so on t hos e of s ever al ot her Co mmu n i t y De ve l opme nt Di r ec-
t or s I ha ve h a d occas i on t o me e t wi t h t o di s cus s our j oi nt f eel i ngs r el at i ve t o
t he Act .

I a m of t he opi ni on t hat t he Ac t does r ecogni ze t hat needs va r y gr eat l y be-
t we e n communi t i es , a n d cl ops pr ovi de c ommuni t i e s wi t h f unds t hat woul d ot her -
wi s e not be avai l abl e t o t he m t o addr es s l ocal pr obl ems as soci at ed wi t h bl i ght ,
hous i ng nee ds of l ow a n d mode r a t e i nc ome f ami l i es , or ot her equal l y i mpor t ant
ur gent needs .

Th e ma j or concer n t ha t I a n d t he ot her Di r ect or s ha ve r el at i ve t o possi bl e
i mpr ove me nt s t o t he Ac t r el at e t o t he nee d f or a mo r e cl ear l y def i ned s t at e-
me n t of i nt ent . I t i s my under s t andi ng t hat Congr es s i nt ended t o deve l op a f und-
i ng pr ogr a m t hat woul d pr ovi de l ocal gove r nme nt s t he oppor t uni t y t o i dent i f y
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t hei r o wn uni que l ocal pr obl ems r el at ed t o t he pr event i on or el i mi nat i on of
bl i ght , hous i ng f or l ow a n d mode r a t e i nc ome f ami l i es or ot her equa l l y ur gent
t ype needs , a n d t hen we r e encour a ged t o deve l op pr ogr a ms t o s ol ve t hes e pr ob-
l ems . - Congr es s s e e ms t o ha ve cha l l enged c ommuni t i e s b y gr ant i ng gr eat er di s-
cr et i on wi t h mi ni ma l r egul at i ons . Thi s wa s done b y consol i dat i ng s even ( 7 )
speci al pur pos e pr ogr a ms i nt o t he o ne bl ock gr a nt pr ogr a m s o t ha t l ocal c o mmu -
ni t i es coul d exer ci s e t hei r bes t j udge me nt i n deve l opi ng a s i ngl e c ompr ehe ns i ve
a n d coor di nat ed pr ogr a m. I t r ul y bel i eve t ha t t he c ommuni t i e s wi t hi n your Con-
gr es s i onal Di st r i ct ha ve endea vor ed t o deve l op s uc h pr ogr ams .

The r e ha ve been ef f or t s ma d e t o cr eat e addi t i onal r egul at i ons ba s e d o n i nt er -
- pr et at i ons of t he l egi sl at i ve i nt ent whi c h s e e ms t o be t ot al l y cont r a r y t o t he
Act . I bel i eve Congr e s s wa s cor r ect i n s i mpl i f yi ng t he pr oces s a n d ma k i n g t he
c ommuni t i e s account abl e by annua l l y s ubmi t t i ng a pe r f or manc e r epor t . We a r e
n o w about t o e mb a r k o n t he t hi r d year of t he pr ogr a m whi c h h a s r un s moot hl y.
I woul d ur ge your s uppor t f or t he cont i nuance of t he Ac t f or a n addi t i nal t hr ee
year s wi t h l i mi t ed c ha nge s a s di s cus s ed a t t he me e t i ng of l ocal off i ci al s i n your
offi ce on Fe br ua r y 14t h. An y c ha nge s s houl d be al ong t he l i nes of cl ar i f yi ng t he
I nt ent of Congr es s s o t ha t r egul at i ons pr epar ed b y H U D wi l l accur at el y ref l ect
s ai d i nt ent .

I f I c a n be of a n y f ur t her ' ass i st ance i n t hi s r egar d, I woul d be mo s t h a pp y
t o do so.

Si ncer el y,
J AMES L. BATES,

Di r ec t or of Co mmu n i t y De ve l opme nt .

[ Th e encl osur es r ef er r ed t o a r e r et ai ned i n t he fi l es of t he s ubcommi t t ee . ]

Congr e s s ma n J AMES J . BLANCHARD,
Ho u s e of Repr es ent at i ves ,
Wa s hi ngt on, D. C.

CI TY OF BERKLEY, MI CH. , Ma r c h 1, 1977.

DEAR CONGRESSMAN BLANCHARD : Th a n k you f or t he oppor t uni t y t o me e t wi t h
you a n d openl y di s cus s our exper i ences wi t h t he Co mmu n i t y De ve l opme nt Bl ock
Gr a nt Pr ogr a m. You' r e t o be c o mme n d e d f or t he channe l s of c ommuni c a t i on you
ha ve ope ne d wi t h ci t i es i n t he di st r i ct a n d t he out s t andi ng r el at i onshi ps wi t h
your offi ce.

As you a r e a wa r e , t he Ci t y of Be r kl e y i s a s e condar y ent i t l ement c o mmu n i t y
wi t h Oa kl a nd Count y s er vi ng a s pr i me s pons or unde r t he gui del i nes of t he Co m-
muni t y De ve l opme nt Act . Over al l , our r el at i onshi p wi t h t he Count y ha s been
good. Ho we v e r , a s i ndi cat ed by ma n y ci t i es i n Sout h Oa kl a nd, we f eel t he di s-
t r i but i on f or mul a s of t he f unds t o e a ch j ur i sdi ct i on s houl d r ef l ect need t o a
gr eat er ext ent , a s does t he nat i onal f or mul a , r at her t ha n o n a per capi t a basi s .
Al s o, t he needs oF e a- h c ommu n i t y di f f er f r r ent l y: t hi s . i t i s unr eas onabl e t o as -

s u me t ha t t he Count y c a n devel op a pr ogr a m benef i ci al t o al l ci t i es a s i t ha s
a t t empt e d t hr ough a l oan a n d gr ant pr ogr a m f or hous i ng r ehabi l i t at i on.

Pr obabl y mo s t di s cour agi ng t o ci t i es s uc h as Be r kl e y i s wh a t we cons i der t o
be a n ar bi t r ar y cut - of f f or ent i t l ement f undi ng a t 50, 000 popul at i on. A ci t y' s
needs , especi al l y i n hous i ng, do not si gni f i cant l y c ha nge due t o si ze. As you
k n o w, Be r kl e y i s a n ol der c o mmu n i t y i n Oa kl a nd Count y wi t h vi r t ual l y al l h o me s
cons t r uct ed pr i or t o 1950. Thus l y, we ha ve a ver y r eal need t o mai nt a i n a n ac-
t i ve r ehabi l i t at i on pr ogr a m i n about - 8 0 % of our nei ghbor hoods . Ye t t he onl y
r es our ce we ha ve avai l abl e t o obt ai n Feder a l f undi ng i s t hr ough t he Ur ba n
Count y f or mul a . Dr a wi n g bl ock gr a nt r poni es o n t he Count y' s pe r capi t a " aver -
a ge " i n a f ai r l y wel l - of f Count y, we a r e obt ai ni ng f unds f a r i nsuf f i ci ent t o dea l
wi t h t he pr obl em. I f i nd i t par adoxi ca l t ha t our democr a t i c s ys t e m coul d ma k e
s uc h a cont r as t be t we en ci t i zens l i vi ng i n ci t i es a bove a n d be l ow 50, 000 r esi dent s .
Essent i al l y, i t i s a f o r m of di s cr i mi nat i on agai ns t l ow a n d mode r a t e i nc ome
f ami l i es i n s mal l e r ci t i es. Aga i n, I ha ve no pr obl e m wi t h a n y of t he f or mul a s
pr esent l y ut i l i zed or pr opos ed b y t he Car t er Admi ni s t r at i on, a s I bel i eve t he
f undi ng s houl d be bas e d o n need. Yet , a cut - of f poi nt i n t he t ot al f or mul a de-
f eat s i t s ent i r e pur pos e a nd hur t s s mal l e r c ommuni t i e s wh o a r e f ul l capabl e o f
deal i ng wi t h t hei r o wn pr obl ems .
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Al t hough I a m i n a gr e e me nt wi t h t he i nt ent of t he " hol d har ml e s s " cl aus e i n
t he pr ees nt Act , i t al so h a r ms a c o mmun i t y s uch a s Ber kl ey. Qui t e s i mpl y, Ber k-
l ey di d not ha ve t he admi ni s t r at i ve exper t i s e t o obt ai n a n d ut i l i ze f or me r Mo de l
Ci t i es pr ogr a ms i n t he 1960' s , wh e n i t wa s bot h el i gi bl e a n d needed. Ye t t oday,
we a r e bei ng penal i zed f or t hi s as t he f or mul a cl oses t he door on us . Loca l ci t i es
our s i ze a r e obt ai ni ng u p t o t wel ve t i me s t he f undi ng we a r e r ecei vi ng unde r t he
pr es ent Act .

I r eal i ze l egi sl at i on s uch a s t he Co mmu n i t y De ve l opme nt Ac t i s ve r y c ompl e x,
a n d I bel i eve Congr es s i s ma k i ng ever y ef f or t t o be f ai r i n i t s nat i onal al l oca-
t i on. Yet , t he ne eds of my c ommuni t y , a n ol der , es t abl i shed, mode r a t e i nc ome
Ci t y, a r e not be i ng me t becaus e we ha ve be en c a ught i n a t r ans i t i on i n Feder a l
hous i ng pol i cy. I woul d s t r ongl y r e c o mme n d t hat i n t he r ef i nement of t he Act ,
f or mul a s expr es s i ng c ommu n i t y ne ed s uper s ede si ze r equi r ement s , pas t expendi -
t ur es , or ot her r egul at i ons whi c h coul d pot ent i al l y unf ai r l y penal i ze cer t ai n
ci t i es.

Si nce t hi s ma t t e r i s of vi t al i mpor t anc e t o Be r kl e y a n d ot her ci t i es, I woul d
be pl eased t o assi s t i n a n y wa y I c a n i n t he f ur t her de ve l opme nt of t he pr ogr a m.
Th a n k you f or your concer n a n d s uppor t i n s er vi ng t he needs of l ocal
gover nme nt s .

Si ncer el y,
ALEX R. ALLI E, Admi ni s t r a t i ve Ass i s t ant .

VI LLAGE OF SARANAC LAKE, I NC. , N. Y. , Ma r c h 1, 1977.
Ho n . THOMAS L. ASHLEY,
Cha i r ma n, Subc ommi t t e e o n Hous i ng a n d Co mmu n i t y De ve l opme nt , Commi t t e e

o n Ba nki ng, Fi na nc e a n d Ur b a n Af f ai r s , Wa s hi ngt on, D. C.
DEAR CHAI RMAN ASHLEY: As " Ho l d Ha r ml e s s " r eci pi ent s unde r a di scr et i on-

a r y gr a nt of Co mmu n i t y De ve l opme nt Bl ock Gr a nt f undi ng f or a t hr ee yea r pr o-
gr a m, we woul d t a ke t hi s oppor t uni t y t o ur gent l y r eques t t hat your s er i ous con-
s i der at i on a n d s uppor t be gi ven t o t he f or mul a i n t e r ms of t he f our t h Co mmu -
ni t y De ve l opme nt Pr o g r a m year , a n d possi bl y beyond.

We her e i n t he Vi l l age of Sa r a na c La k e s uppor t i t s cont i nuat i on f or t hr ee mo r e
pr ogr a m year s a t t he s a me l evel as t he f i r st t hr ee year s . We a r e cur r ent l y i n our
s econd year of our Co mmu n i t y De ve l opme nt Bl ock Gr a nt Pr o g r a m a nd a r e j us t
begi nni ng t o r eal i ze s o me of i t s ongoi ng benef i t s. Thi ngs l i ke a hous i ng assi st -
anc e pl an, e xpa nde d soci al a n d r ecr eat i onal faci l i t i es, i mpr ove me nt of t he d own -
t o wn ar ea, t he r educt i on of bl i ght wi t hi n t he c ommuni t y , a n d t he i mpr ove me nt
of publ i c ser vi ces we r e f or ma n y year s j us t e mp t y wor ds . Th e Co mmu n i t y De -
ve l opme nt Bl oc k Gr a nt Pr o g r a m f undi ng ha s put n e w hope a n d n e w l i f e i nt o
t hes e wor ds .

Hous i ng r ehabi l i t at i on i mpr ove me nt s t o t he exi s t i ng s ani t ar y s e we r s ys t e m
a n d t he acqui s i t i on a n d demol i t i on of bl i ght ed s t r uct ur es ha ve cont r i but ed t o t he
e c onomi c a s wel l a s t he aes t het i c val ue of our c ommuni t y . Th e Co mmu n i t y De -
ve l opme nt Bl oc k Gr a nt Pr o g r a m ha s he l ped t o gener at e j obs a n d i nt r oduce a f l ow
of f r esh mo n e y i nt o our e c onomy. I n t hi s a r ea of ext r emel y hi gh un e mpl oyme n t
t hi s pr ogr a m ha s he l ped t o cr eat e j obs a n d wi l l cont i nue t o cr eat e n e w j ob op-
por t uni t i es .

We a r e not oppos ed t o a n y i ncr eas es i n f undi ng f or t he l ar ge or me d i u m si zed
nor t heas t er n ci t i es t ha t mi ght ha ve be en t r eat ed i nequi t abl y unde r t he Fi s cal
Ye a r ' 75, ' 76, a n d ' 77 al l ocat i ons. We c a nnot i n good consci ence oppos e t hi s. Ou r
poi nt i s t ha t t he f eder al budge t c a n a c c o mmod a t e t he mode s t I ncr eas e i n t ot al
pr ogr a m f undi ng l evel whi c h woul d c o me a bout a s a r esul t of our r eques t . We
f eel t ha t t hi s woul d ha ve no si gni f i cant i nf l at i onar y i mpa c t . We al so f eel t ha t
t hi s ext ens i on coul d af f or d us t he oppor t uni t y t o accompl i s h s o me of t he pr oj ect s
t ha t h a d be en appl i ed f or unde r t he EDA—P u b l i e Wo r k s s weeps t akes .

On behal f of t he Ma yo r , t he Vi l l age Boa r d of Tr us t ees a nd t he ci t i zens of
Sa r a na c La ke , I r espect f ul l y r eques t your cons i der at i on a n d s uppor t i n t hi s
mat t er .

Ve r y t r ul y your s ,

GERALD L. OXFORD, Vi l l age Ma na ge r .
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CI TY OF LONG BEACH, N. Y. , Ma r c h 10, 1977.
Ho n . HENRY S. REUSS,
Cha i r ma n, Ho u s e Ba nki ng, Fi na nc e a n d Ur b a n Af f ai r s Commi t t e e , Wa s hi ngt on,

D. C.
DEAR CHAI RMAN REUSS : I t i s mos t i mpor t a nt f or t he Ci t y a Lo n g Be a c h t ha t

t he f or mul a f or Co mmu n i t y De ve l opme nt f unds , t he " Ho l d Ha r ml e s s " f or mul a ,
be mai nt a i ne d a t l eas t a t t he s a me f undi ng l evel as t he fi rst , s econd a n d t hi r d
year s . Th e pr esent l y pr oj ect ed f our t h a n d fi f t h year f undi ng i s woef ul l y i nade-
qua t e t o s er ve our ma n y c o mmu n i t y de ve l opme nt needs .

Fo r e xa mpl e , Lo n g Be a c h ha s a si gni f i cant ne ed t o cont i nue t he acqui si t i on of
bl i ght ed pr oper t y f or bot h cl ear ance a n d r ehabi l i t at i on, t o cont i nue t o cons t r uct
vi t al l y nee ded s e we r a n d wa t e r faci l i t i es, t o cont i nue t he r ehabi l i t at i on l oans
a n d gr ant s f or l ow- i nc ome home owne r s , t o cont i nue t o r ehabi l i t at e our cent r al
bus i nes s ar ea, a n d t o assi s t i n t he r enovat i on of our beachf r ont ar ea, s o vi t al
t o our e c onomy.

No n e of our pr ogr a ms wi l l cr eat e a s i gni f i cant i nf l at i onar y i mpac t . Al l a r e
a i me d a t gener at i ng j obs a n d r educ i ng une mpl oyme nt .

An y as s i s t ance you ma y be abl e t o gi ve i n s uppor t of t hi s cont i nuance of t he
pr es ent f undi ng l evel wi l l be gr eat l y appr eci at ed.

You r s ver y t r ul y,

LAURENCE P. FARBSTEI N, Ci t y Ma na g e r .

CONGRESS OF THE UNI TED STATES,
HOUSE OF REPRESENTATI VES,

Was hi ngt on, D. C. , Ma r c h 11, 1977.

Ho n . THOMAS L. ASHLEY,
Cha i r ma n, Subc ommi t t e e on Hous i ng a n d Co mmu n i t y De ve l opment , Commi t t e e

on Ba nki ng, Fi na nc e a n d Ur b a n Af f ai r s , Wa s hi ngt on, D. C.

DEAR CHAI RMAN ASHLEY: Enc l os ed i s a c opy of a l et t er f r o m P. St e phe n St ur -
gel l wi t h t es t i mony t ha t h e woul d l i ke t o h a ve cons i der ed a n d i ncl uded i n t he
r ecor d of del i ber at i ons on t he pr opos ed ext ens i on of t he 1974 Hous i ng a n d De -
ve l opme nt Act .

I woul d appr eci at e i f t hi s s t a t ement coul d be i nc l uded i n t he r ecor d.
Wi t h ki ndes t r egar ds a n d bes t wi s hes , I a m

Si ncer el y your s ,
ED J ONES, Me mb e r of Congr es s .

CI TY OF PARI S, TENN. , Ma r c h 8, 1977.
CONGRESSMAN ED J ONES,
Ca n n o n Bui l di ng,
Wa s hi ngt on, D. C.

DEAR CONGRESSMAN J ONES: At t a ched i s a s t a t ement t ha t Ra y Lancas t e r s ug-
ges t ed t ha t I s ubmi t t o you r el at i ve t o t he pr opos ed ext ens i on of t he 1974 Hous -
i ng a nd Co mmu n i t y De ve l opme nt Ac t n o w be i ng s t udi ed by t he Ho u s e Commi t t e e
o n Ba nki ng, Cur r e nc y a n d Hous i ng. I woul d l i ke t o ha ve my wr i t t en s t a t eme nt
i ncl uded wi t h ot her wr i t t en or or al t e s t i mony t hat wi l l be pr es ent ed o n t hi s
pr ogr a m.

Yo u r cooper at i on i s appr eci at ed.
Si ncer el y,

P. STEPHEN STURGELL, Ci t y Ma na ge r .

STATEMENT OF P. STEPHEN STTJRGELL, CI TY MANAGER, PARI S, TENN.

As Ci t y Ma n a g e r of Par i s , Tennes s ee . I woul d l i ke t o expr es s my wr i t t en
vi e ws on t he pr opos ed ext ens i on of t he 1974 Hou s i ng a n d Co mmu n i t y Deve l op-
me n t Ac t whi c h i s n o w bef or e t he Hous i ng Commi t t e e o n Ba nki ng, Cur r ency, a n d
Hous i ng.

I a m a nr of es si onal i n t he fi el d of l ocal gove r nme nt wi t h a gr adua t e degr ee i n
Publ i c Admi ni s t r at i on. Ther e f or e, I bel i eve my vi e ws on t he 1974 Hous i ng a n d
Co mmu n i t y De ve l opme nt Ac t a r e a s knowl edge abl e as t hos e of a Ma y o r of a
l ar ge ci t y.
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Mu c h of t he t es t i mony f or r e - enact ment of t hi s pr ogr a m wi l l pr obabl y c o me
f r o m r epr esent at i ves of ci t i es t ha t a r e " hol d- har ml es s " unde r t he cur r ent pr o-
g r a m wi t h cer t ai n f unds r es er ved f or t he m. I r epr esent a r ur al c ommu n i t y of
10. 000 popul at i on t ha t wa s not a " hol d- har ml es s " c ommuni t y . Ther e f or e , we
ha ve h a d t o c ompe t e annua l l y f or s t at e- wi de Di s cr et i onar y Fu n d s f r o m HUD.

Thr e e of t he goal s of t he or i gi nal 1974 Hous i ng a n d Co mmu n i t y De ve l opme nt
Ac t we r e : ( 1 ) capaci t y bui l di ng, i . e. , cons t r uct i on of a capabl e ci t y st af f ;
( 2 ) cent r al i zat i on of ur ba n deci s i on ma k i ng i n t he el ect ed bod y; a n d ( 3 ) i m-
pr ove me nt of hous i ng condi t i ons of l ow a n d mode r a t e i nc ome f ami l i es . I n my
opi ni on, ma n y " hol d- har ml es s " ci t i es ha ve f ai l ed i n t hes e goal s par t i cul ar l y i n
t he a r ea of hous i ng.

Be f or e a n e w pr ogr a m i s a ppr oved wi t h s ubs t ant i al r e f undi ng f or t he " hol d-
har ml e s s " ci t i es, I hope Congr es s r evi ews e xa mpl e s of ot her non- "hol d- har ml es s "
ci t i es na t i onwi de, s uc h a s Par i s , Tennes s ee , t ha t ha ve achi eved t he a bove goal s
wi t h Co mmu n i t y De ve l opme nt Di s cr et i onar y Funds .

Th e Ci t y of Par i s wa s f or t unat e t o r ecei ve Co mmu n i t y De ve l opme nt Di scr e-
t i onar y Fu n d s i n t he a mo u n t of $ 345, 000 f or t he 1976- 77 f i scal year . Wi t h t hes e
f unds , we ha ve upgr a de d a bl i ght ed por t i on of our c ommu ni t y wi t h e mpha s i s
on r ehabi l i t at i on of el der l y hous i ng. We ha ve me t t he a bove ment i one d goal s
of : ( 1 ) capaci t y bui l di ng; ( 2 ) cent r al i zat i on of ma n a g e me n t unde r t he el ect ed
bod y; a n d ( 3 ) us e of f unds f or l ow a nd mode r a t e i nc ome r esi dent s . We ar e hope-
f ul t hat we wi l l be f unde d f or our cur r ent pr eappl i cat i on t ha t ha s been s ubmi t t ed
t o H U D f or t he 1977- 78 f i scal year .

I bel i eve t he De pa r t me n t of Hous i ng a n d Ur b a n De ve l opme nt ha s done a
r eas onabl y good j ob i n admi ni s t r at i ng t he 1974 pr ogr a m wi t h t he e mpha s i s on
i mpr ov e me nt of hous i ng condi t i ons . I woul d hope t hat i n r evi ewi ng a n y pr opos ed
r e - enac t ment of t hi s pr ogr a m t ha t Congr es s cons i der a pr ogr a m t ha t does not
guar ant e e a n y ci t y a def i ni t e s u m of mon e y, but wi t h f undi ng bas ed up on l ocal
ma n a g e me n t capabi l i t y a nd l ocal pr ogr a ms f or hous i ng r ehabi l i t at i on a n d i m-
pr ovement . Par i s , Te nnes s ee ha s t hi s t ype of pr ogr a m a s a " Di s cr et i onar y" Ci t y.

Yo u r t i me s pent i n r eadi ng t hi s s t a t eme nt i s appr eci at ed.

CONGRESS OF THE UNI TED STATES,
HOUSE OF REPRESENTATI VES,

Wa s hi ngt on, D. C. , Ma r c h 10, 1977.
Ho n . THOMAS L. ASHLEY,
Cha i r ma n, Subc ommi t t e e on Hous i ng a n d Co mmu n i t y De ve l opme nt , Commi t t e e

o n Ba nki ng, Fi na nc e a nd Ur b a n Af f ai r s Wa s hi ngt on, D. C.
DEAR CHAI RMAN ASHLEY: As your Subc ommi t t e e r evi ews H. R. 4703. l egi sl a-

t i on deal i ng wi t h t he Co mmu n i t y De ve l opme nt Pr ogr a m, I woul d appr eci at e con-
s i der at i on be i ng gi ven t o t he encl osed l et t er f r o m Mr . De ni s A. Rus s , Ch a i r ma n
of t he Co mmu n i t y De ve l opme nt Commi t t e e of t he Ci t y of Mi a mi Be a c h, Fl or i da.

Th e Co mmu n i t y De ve l opme nt Commi t t e e r eques t s t hat a per cent age of a ci t y' s
f unds unde r t he pr ogr a m be set as i de f or publ i c ser vi ces .

An y as s i s t ance you c a n pr ovi de i n obt ai ni ng t he Subcommi t t ee ' s cons i der at i on
of t hi s s ugges t i on woul d be appr eci at ed. Th a n k you f or your as s i s t ance.

Si ncer el y,
DANTE B. FASCELL,

Me mb e r of Congr es s .

Ho n . DANTE FASCELL,
Ho u s e of Repr esent at i ves , Wa s hi ngt on, D. C.

DEAR CONGRESSMAN FASCELL: Th e Ci t y of Mi a mi Be a c h, Co mmu n i t y De ve l op-
we n t Commi t t e e a t i t s mee t i ng of De c e mb e r 28. 1976, di s cus sed Co mmu n i t y De -
t e l opme nt l egi s l at i on.

Si nce n e w l egi sl at i on f or t he Co mmu n i t y De ve l opme nt pr ogr a m i s unde r con-
si der at i on n o w, we woul d l i ke t o of f er t he f 011owi ng r esol ut i on a s appr oved at
our me e t i ng:

Th e Co mmu n i t y De ve l opme nt Commi t t e e r eques t s Congr es s t o s et as i de
a cer t ai n per cent age of a ci t y' s Co mmu n i t y De ve l opme nt f unds f or publ i c
ser vi ces .

CI TY OF MI AMI BEACH,
Mi a mi Be a c h, Fl a. , Ma r c h 2, 1977.

8 6 - 0 8 5 0 - 7 7 - pt . 3 - 4 9
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Al t hough t he i nt ent of t he Co mmu n i t y De ve l opme nt l egi s l at i on ha s her et of or e
bee n pr i mar i l y di r ect ed t owa r ds phys i cal i mpr ove me nt s , we f eel t ha t a dequa t e
pr ovi s i on of publ i c ser vi ce i s neces s ar y t o c ompl e me nt phys i cal i mpr ove me nt s
whi c h woul d r esul t i n a bet t er c ommu ni t y .

Th a n k you f or your cons i der at i on of t hi s l et t er .
Ve r y t r ul y your s ,

DENI S A. Ru s s ,
Cha i r ma n, Co mmu n i t y De ve l opme nt Commi t t e e .

CONGRESS OF THE UNI TED STATES,
HOUSE OF REPRESENTATI VES,

Wa s hi ngt on, D. C. , Fe br ua r y 11, 1977.
Ho n . THOMAS L. ASHLEY,

•

Cha i r ma n, Subc ommi t t e e o n Hous i ng a nd Co mmu n t y De ve l opme nt , Commi t t e e
on Ba nki ng, Fi na nc e a nd Ur ba n Af f ai r s , Wa s hi ngt on, D. C.

DEAR CHAI RMAN ASHLEY: I a m encl os i ng a c opy of a l et t er I r ecei ved r ecent l y
f r o m t he ci t y ma n a g e r of Cl a r e mont , Ne w Ha mp s h i r e concer ni ng a n appl i ca-
t i on f or a H U D Co mmu n i t y De ve l opme nt Di s cr et i onar y gr ant .

Be y o n d t he di r ect i nf or mat i on a bout t ha t gr ant appl i cat i on, Mr . Maxwel l ' s
l et t er cont ai ns s o me wel l cons i der ed a nd sens i bl e t hought s of a ci t y off i ci al a bout
t he Co mmu n i t y De ve l opme nt Bl oc k Gr a nt pr ogr a m i t sel f , whi c h I c o mme n d t o
your at t ent i on a s your Subc ommi t t e e cons i der s n e w l egi s l at i on i n t hi s ar ea.

Si ncer el y your s ,
J AMES C. CLEVELAND,

Me mb e r of Congr es s .

CI TY OF CLAREMONT,
Cl ar e mont , N. H. , J a nu a r y 7, 1977.

Ho n . J AMES C. CLEVELAND,
Ho u s e of Repr esent at i ves ,
Wa s hi ngt on, D. C.

DEAR CONGRESSMAN CLEVELAND: On J a nua r y 3r d, t he Ci t y of Cl a r e mont s ub-
mi t t ed a pr e- appl i cat i on f or Co mmu n i t y De ve l opme nt Di s cr et i onar y f unds t o t he
Ma nc he s t e r Ar e a offi ce of t he De pa r t me nt of Hous i ng a n d Ur b a n De ve l opme nt .
I f el t t ha t t hi s woul d be a good t i me t o i nf or m you a bout Cl ar emont ' s c om-
muni t y deve l opme nt pl ans a n d our f eel i ngs a bout t he C DB G pr ogr a m.

We ar e appl yi ng f or $250, 000 f or a ne i ghbor hood cons er vat i on pr ogr a m. Th e
mo n e y woul d be us e d f or r ehabi l i t at i on gr ant s t o home owne r s , acqui s i t i on a nd
demol i t i on of bl i ght ed s t r uct ur es , a n d capi t al i mpr ove me nt s i n t he nei ghbor hood.
Ma n y of t he h o me s i n t he ne i ghbor hood we r e bui l t bef or e 1900, a n d t hey nee d
n e w wi r i ng, n e w pl umbi ng, a n d ot her ma j or i mpr ove me nt s i f t hey a r e t o pr ovi de
a sui t abl e, s af e l i vi ng e nvi r onme nt f or t he r es i dent s of t he ne i ghbor hood. Th e
" t ar ge t " ne i ghbor hood i s l ocat ed adj acent t o t he d o wn t o wn a r ea a n d t o a ma j or
ent r ance t o t he ci t y; t her ef or e, i t ha s a bl i ght i ng ef f ect on t he ent i r e ci t y. Th e
ne i ghbor hood cons er vat i on pr ogr a m i s ne ar t o a nd woul d be coor di nat ed wi t h
t he cons t r uct i on of a n e w f our - l ane br i dge acr os s t he Suga r Ri ver .

As you k n o w, bl i ght ed ne i ghbor hoods a n d decl i ni ng d o wn t o wn ar eas a r e al l t oo
c o mmo n i n t he ol der , i ndus t r i al ci t i es of t he nor t heas t . Be c a us e t he Co mmu n i t y
De ve l opme nt Bl oc k Gr a nt pr ogr a m c a n gr eat l y assi st. us i n al l evi at i ng t hes e
pr obl ems i n Cl a r emont , we f el t t ha t t hi s woul d be a n appr opr i at e t i me t o a s k
f or your cont i nued s uppor t of t he pr ogr a m. Th e bl ock gr ant appr oach, wi t h i t s
as s ur ed l evel of f undi ng a n d def i ni t e deadl i nes , a l l ows us t o pl an a n d execut e t he
c o mmun i t y de ve l opme nt pr ogr a m i n a n ef f ect i ve ma nne r . We al so appr eci at e
t he f act t ha t H U D i nf or ms us of t he speci f i c r at i ng cr i t er i a f or di s cr et i onar y
gr ant s i n advance .

Th e C DB G pr ogr a m i s mo s t usef ul t o ci t i es s uc h a s Cl a r e mont i n i t s pr es ent
f o r m: we a r e as s ur ed of ent i t l ement f unds whi c h a l l ow us t o mai nt a i n a s mal l
s t af f t o admi ni s t er t he pr ogr a m, a n d we ha ve a n a nnua l oppor t uni t y t o a ppl y
f or di s cr et i onar y f unds f or par t i cul ar hous i ng pr obl ems . We t her ef or e s eek your
s uppor t f or cont i nui ng t he hol d- har ml es s ent i t l ement f undi ng a t i t s pr es ent
l evel i ns t ead of i t s cur r ent pl anned pha s e out i n t he 9t h a n d 5t h year s . I expect
t ha t t he n e w admi ni s t r at i on wi l l pr es ent a n e w pr ogr a m f or al l evi at i ng hous i ng
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pr obl e ms a n d ot her pr obl e ms of ci t i es; I wa nt e d, t her ef or e, t o i nf or m you of
our f eel i ng t ha t t he bl ock gr a nt a ppr oa c h c a n be a n ef f ect i ve me t hod of s ol vi ng
t hes e pr obl e ms whi l e a t t he s a me t i me r eques t i ng your s uppor t of Cl a r e mont ' s
di s cr et i onar y appl i cat i on.

Th a n k you f or your cons i der a t i on of t hi s mat t er .
Si ncer el y,

J ERRY L. MAXWELL,
Ci t y Ma na ge r .
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CI TY OF CLAREMONT,
Cl ar emont , N. H. , Fe br ua r y 17, 1977.

Re Bi l l H. R. 1522 ( Cont i nue d Ent i t l ement Fun d i n g f or Cl a r e mont ) .
Ho n . J AMES C. CLEVELAND,
Ho u s e of Repr esent at i ves ,
Wa s hi ngt on, D. C.

DEAR CONGRESSMAN CLEVELAND: Th e Co mmu n i t y De ve l opme nt Bl oc k Gr a nt
pr ogr a m i s i nval uabl e t o ci t i es s uc h a s Cl a r e mont . I n i t s pr es ent f or m we a r e
as s ur ed of ent i t l ement f unds whi c h al l ow us t o ma i nt a i n a s mal l st af f t o ad-
mi ni s t er t he pr ogr a m a nd al so per mi t s us t o appl y f or di s cr et i onar y f unds t o fi ll
hous i ng needs . We t her ef or e s eek your act i ve s uppor t f or cont i nui ng hol d- ha r m-
l ess ent i t l ement f undi ng a t i t s pr es ent l evel i ns t ead of i t s pl anned phas i ng out i n
1979. Cur r e nt gui del i nes r educe Cl a r emont ' s f undi ng f r o m our pr es ent $236, 000 t o
$159, 000 i n 1978 a nd $79, 000 i n 1979 wi t h n o ent i t l ement f undi ng af t er t hat .

Wi l l you pl ease cont act your col l eagues i n t he Se na t e Subc ommi t t e e o n Ho us -
i ng a n d Ur b a n Af f ai r s a nd t he Ho u s e Subc ommi t t e e on Hous i ng a nd Co mmu n i t y
De ve l opme nt a n d expr es s our s uppor t f or H. R. 1522, but especi al l y f or t ha t
s t r i kes 10 6( h) ( 2) .

We a r e encl os i ng cor r es pondence r ecei ved f r om Ad Ho c Commi t t e e f or Ade -
quot e & As s ur ed Co mmu n i t y De ve l opme nt Pr o g r a m Fund i ng f or your
i nf or mat i on.

Th a n k you f or your val ued cons i der at i on of t hi s mat t e r .
Si ncer el y,

CHARLES PUKSTA, Ma yo r .

[ Th e encl os ed cor r es pondence r ef er r ed t o i s r et ai ned i n t he f i l es of t he
s ubcommi t t ee . ]

CI TY OF CONCORD, NE W HAMPSHI RE,
Fe br ua r y 24, 1977.

Re Co mmu n i t y De ve l opme nt Funds .
Congr e s s ma n J AMES C. CL0VELAND,
Ra y b u r n Ho u s e Of f i ce Bui l di ng,
Wa s hi ngt on, D. C.

DEAR CONGRESSMAN CLEVELAND: As you ma y be a wa r e , unde r § 10 6( h ) ( 2 ) of
t he Hous i ng a n d Co mmu n i t y De ve l opme nt Ac t of 1974, t he " hol d- har ml es s " f unds
pr evi ous l y di s t r i but ed t o ci t i es of Concor d' s s i ze a r e t o be pha s e d out : Conc or d
woul d r ecei ve onl y t wo- t hi r ds of t he 1977 l evel i n 1978, one- t hi r d i n 1979 a n d zer o
dol l ar s i n 1980.

Ther eaf t er , Concor d, a l ong wi t h ot her ci t i es i t s s i ze woul d ha v e t o c ompe t e
wi t h l ar ger ci t i es f or a n y avai l abl e " di s cr et i onar y" f unds , on a n a nnua l basi s.
Whi l e we t hi nk we woul d pr oduc e pr oj ect s wor t hy of di s cr et i onar y f undi ng, we
ar e concer ned t hat wi t h our s mal l e r st af f s a nd l ess el abor at e da t a gat her i ng
faci l i t i es, we ma y wel l f i nd our sel ves unabl e t o c ompe t e wi t h l ar ge met r opol i t an
ar eas f or avai l abl e di s cr et i onar y f unds .

Ove r t he pas t coupl e of year s , Co mmu n i t y De ve l opme nt Fu n d s ha ve bee n
us e d i n Conc or d f or s uc h pur pos es as i mpr ovi ng bui l di ng c ode enf or cement , ac-
qui si t i on of a c o mmu n i t y cent er , r evi ew of e me r ge nc y hous i ng ne e ds i n t he ci t y
a n d pl anni ng a n d cons t r uct i on of a n e w acces s t o i ndus t r i al l y devel opabl e l and.
I n t he abs ence of Co mmu n t y De ve l opme nt Funds , t hes e pr oj ect s coul d pr obabl y
not ha ve been unde r t aken wi t hout s i gni f i cant i mpa c t o n l ocal pr oper t y t a x r at es .

Ther ef or e, I a m ur gent l y as ki ng you, t o r evi ew t he i mpa c t t ha t pr es ent l a w
woul d • have on Conc or d a n d ci t i es of s i mi l ar si ze. I ha ve been advi s ed t ha t
H R 1522, i nt r oduced i nt o t he Ho u s e by Repr es ent a t i ve Re u s s on J a nua r y 6, 1977
woul d cont i nue " hol d- har ml es s " f undi ng. I hope you wi l l be abl e t o gi ve your
f ul l s uppor t t o H R 1522.

Th a n k you i n a dva nc e f or your ki nd cons i der at i on. I f you or your st af f ha ve
a n y ques t i ons on t hi s mat t er , pl ease d o not hesi t at e t o cont act me or t he Ci t y
Ma na g e r , J oh n He nc he y.

You r s ver y t r ul y,
MARTI N L. GROSS, Ma yo r .
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CI TY OF LEBANON, N. H. ,
Fe br ua r y 10, 1977.

Congr e s s ma n J AMES C. CLEVELAND,
Wa s hi ngt on, D. C.

DEAR CONGRESSMAN CLEVELAND: Thi s l et t er i s t o i mpr e s s up on you t he ser i ous -
nes s of our Ci t y' s concer n over t he s uppor t of H. R. 1522.

Th e Co mmu n i t y De ve l opme nt Bl ock Gr a n t Pr o g r a m a n d i t s Ent i t l ement For -
mu l a benef i t ma n y pr ogr a ms r el at ed t o hous i ng a n d as s i s t ance t o l owe r a n d mod -
er at e i nc ome per s ons i n our Ci t y. A cont i nued bas e of f undi ng i s neces s a r y t o
car r y out f ut ur e pr ogr a ms .

Th e s t r i ki ng of s ubsect i on 106( h) ( 2 ) woul d as s ur e a nnua l f undi ng f or our
Ci t y a n d your s uppor t aga i n i s encour aged.

Si ncer el y,

Ho n . HAMI LTON FI SH, Jr . ,
Ho u s e of Repr esent at i ves ,
Ca n n o n Ho u s e Of f i ce Bui l di ng,
Wa s hi ngt on, D. C.

DEAR CONGRESSMAN FI SH: Th e To wn of Yo r k t own ha s be c ome a wa r e t ha t
Congr es s i s cons i der i ng ei t her phas i ng out or c ha ngi ng t he f or mul a upon whi c h
t he To wn of Yo r k t o wn ha s r ecei ved Co mmu n i t y De ve l opme nt Bl oc k Gr a nt f unds
over t he pas t t hr ee year s .

Th e To wn of Yo r k t own i s a s ubur ba n t o wn i n t he uppe r pa r t of Wes t ches t e r
Count y, whi c h count y i s adj acent t o Ne w Yor k Ci t y. Th e To wn h a d a popul at i on
of 4, 000 i n 1950 a n d ha s a cur r ent popul at i on of 33, 000. By vi r t ue of t he Town' s
i nvol vement i n a 3 3 ac r e ur ba n r e ne wa l pr oj ect , whi c h i s phas i ng out over t hi s
l as t year , t he To wn b e c a me a " Ho l d Ha r ml e s s " c o mmu n i t y unde r t he 1974 Co m-
muni t y De ve l opme nt Bl oc k Gr a n t bi l l . Ba s e d upon i t s pr i or i nvol vement , t he
To wn i s i n t he pr oces s of r ecei vi ng $426, 000. 00 per year f or t he f i r st t hr ee year s of
t he pr ogr a m.

Th e To wn i s ve r y des i r ous f or ha vi ng Congr e s s cont i nue t ha t s a me l evel of
f undi ng f or t he ne xt t hr ee year s of t he pr ogr a m r at her t ha n r educe i t one- t hi r d
e a ch year . I woul d hope t ha t you woul d be abl e t o d o ever yt hi ng i n your p o we r
a n d t ha t your posi t i on t o ext e nd s ai d f undi ng l evel i n t he t o wn a nd i n ot her hol d-
har ml e s s communi t i e s .

Appr oxi ma t e l y one- t hi r d of t he mo n e y s o f a r r ecei ved a n d appl i ed f or , ha s be en
e a r ma r ke d f or a r esi dent i al r ehabi l i t at i on pr ogr a m on ma r gi na l uni t s whi c h ha ve
be en s l owl y conver t ed f r o m s u mme r bunga l ows t o year r ound home s . The s e con-
ver s i ons i n t he pas t ha ve pr ovi ded neces s ar y hous i ng a t a mu c h l esset cos t
( $25, 000430, 000) t han nor ma l n e w h o me cons t r uct i on ( $55, 000465, 000) . Suc h
conver s i on a n d s uch r ehabi l i t at i on pr ogr a m c onf or ms exact l y t o t he i nt ent of
t he or i gi nal l egi s l at i on i n pr ovi di ng l ow a n d mode r a t e i nc ome hous i ng t o a
s e gme nt of our popul at i on.

Th e ma j or por t i on of t he r ema i ni ng mo n e y ha s be en des i gnat ed a n d us ed f or a
var i et y of l ar ge a n d s ma l l pr oj ect s , al l basi cal l y s uppor t i ng t he t hr us t a n d t he
i nt ent of t he pr ogr a m, t hat i s, el i mi nat i on of ne i ghbor hood s l u ms a n d bl i ght , a nd
t he pr ovi s i on of publ i c ser vi ces . The s e pr ogr a ms r a nge f r om t he es t abl i s hment of
a c o mmu n i t y a n d nut r i t i on cent er f or s eni or ci t i zens, t he r es t or at i on a nd pr eser -
vat i on of a r ai l r oad s t at i on, t he beaut i f i cat i on of ha ml e t s ( bus i nes s a r ea s ) adj a-
cent t o ol der a r eas of t he To wn , a n d t he pr epar at i on of ot her publ i c wor ks s uch a s
r oads , bi ke pat hs , a n d s i dewal ks whi c h f o r m t he cor ner s t one of our pr oj ect .

Admi ni s t r at i ve expens e s ha ve be en ke pt a t a l o w l evel i n or der t o pour mo n e y
i nt o t he so- cal l ed pr oj ect s s o t ha t t he i nt ent of t he pr ogr a m once aga i n c a n be
adhe r e d t o.

Th e To wn woul d ha t e t o s ee t he f undi ng cut of f compl et e l y or e ven be r e duced
as or i gi nal l y concei ved s i nce we a n d ot her hol d- har ml es s c ommuni t i e s a r e pul l i ng
our wei ght a n d doi ng our s ha r e i n ant i ci pat i on of ha vi ng ma j or r esul t s.

As h a d bee n s t at ed i n t he past , t he To wn i s not oppos ed t o a n y i ncr eas e i n
f undi ng f or t he l ar ge a nd me d i u m si ze nor t heas t er n ci t i es, howe ve r , we bel i eve
t ha t t he budge t c a n s t and a mode s t i ncr ease t o al l ow our f undi ng t o r e ma i n a t i t s
cur r ent l evel .

CHANNI NG T. BROWN, Ma y o r .

TOWN OF YORKTOWN,
Yo r k t own Hei ght s , N. Y. , Ma r c h 15, 1977.

86- 085 0 - 7 7 - pt . 3 - 5 0
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On e of t he ma j or t hr us t s i n t he l ast s i x mon t h s ha s been t he l ocal publ i c
wo r ks bi l l whi c h s houl d ha ve pr oved t o Congr es s t hat t her e a r e pr oj ect s wai t i ng
t o be bui l t a s s oon as mo n e y wi l l be c ome avai l abl e. Th e i nf us i on of f eder al mo n e y
wi l l cer t ai nl y r educe une mpl oyme nt .

I woul d hope t ha t t he Congr es s woul d s ee fi t t o mai nt a i n t he s a me l evel of
f undi ng f or t he ne xt t hr ee year s s o t ha t we c a n get on wi t h t he wor k, t ha t you
ha ve cha r ged us wi t h doi ng, a s s oon a s possi bl e.

Ve r y t r ul y your s ,
ALBERT A. CAPELLI NL Super vi s or .
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C H A R T E R T O WN S H I P O F R O Y A L O A K

2 1 0 7 5 WYOMI NG AVE NUE

F E RNDAL E . MI CHI GAN 4 8 2 2 0

Ma r c h 2 1 , 1 9 7 7

Ho n o r a b l e J a me s J . Bl a n c h a r d
3 3 0 Ca n n o n Ho u s e Of f i c e Bu i l d i n g
Wa s h i n g t o n , D. C. 2 0 5 1 5

At t e n t i o n : Gr e g Mo r r i s

De a r J i m:

As p e r c o n v e r s a t i o n wi t h y o u r s t a f f , e n c l o s e d f i n d c o p y o f
p r e p a r e d s t a t e me n t o n t h e Co mmu n i t y De v e l o p me n t Bl o c k Gr a n t
P r o g r a m t o b e i n c l u d e d a s a p a r t o f t h e s u b- c o mmi t t e e ' s r e p o r t .

F e e l f r e e t o a l s o r e a d i n t o t h e r e c o r d a n y i t e ms f r o m my s t a t e -
me n t wh i c h y o u mi g h t d e e m t o b e i mp o r t a n t a s a n i n d i c a t i o n o f
c o n g r e s s i o n a l l e g i s l a t i v e i n t e n t .

Re s p e c t f u l l y ,

COMMUNI TY DE LOP P NT

S i Bl i z Di r e s 5 9 /
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P REP ARED S TATEMENT OF S I DNEY BLI TZ,
COMMUNI TY DEVELOP MENT DI RECTOR

CHARTER TOWNS HI P OF ROYAL OAK, MI CHI GAN

My n a me i s S i d n e y Bl i t z , Co mmu n i t y De v e l o p me n t Di r e c t o r o f t h e Ch a r t e r
To wn s h i p o f Ro y a l Oa k , Oa k l a n d Co u n t y , Mi c h i g a n .

My p u r p o s e i n a p p e a r i n g b e f o r e t h i s h e a r i n g o n t h e Co mmu n i t y De v e l o p -
me n t Bl o c k Gr a n t i s f o u r f o l d :

1 . To e n c o u r a g e t h e c o n t i n u a t i o n a t l e a s t a t t h e c u r r e n t f u n d i n g
l e v e l h o l d h a r ml e s s a mo u n t s f o r t h e s o me 7 5 0 u n i t s o f g e n e r a l
l o c a l g o v e r n me n t wh i c h a r e n o t me t r o p o l i t a n c i t i e s o r u r b a n
c o u n t i e s .

2 . P r o v i d e s o me r e l e v e n t b a c k g r o u n d o f my o wn c o mmu n i t y i n s u p p o r t
o f a l o n g t e r m a n n u a l En t i t l e me n t S y s t e m f o r s ma l l e r mu n i c i p a l i -
t i e s s u c h a s o u r To wn s h i p .

3 . Re c o mme n d e x p a n s i o n o f P u b l i c S e r v i c e S u p p o r t Ac t i v i t i e s d e f i n i t i o n s
t o e n a b l e t h e s ma l l s u b u r b a n d i s a d v a n t a g e d mu n i c i p a l i t i e s t o b r i n g
t h e q u a l i t y o f b a s i c mu n i c i p a l s e r v i c e s t o t h a t o f n e i g h b o r i n g
mu n i c i p a l i t i e s .

4 . To a d d r e s s o t h e r c o n c e r n s i n c o n n e c t i o n wi t h t h e Ho u s i n g a n d
Co mmu n i t y De v e l o p me n t Ac t o f 1 9 7 4 .

I . & I I . TOWNS HI P BACKGROUND I N RELATI ONS HI P TO HOLD HARMLES S AND
AS S URED F UNDI NG CONCERNS

Ou r To wn s h i p , e s t a b l i s h e d i n 1 8 3 3 , wa s o r i g i n a l l y a t h i r t y - s i x s q u a r e
mi l e a r e a . An n e x a t i o n s h a v e r e d u c e d t h e To wn s h i p t o a b o u t 7 t e n t h s
o f a s q u a r e mi l e d i v i d e d i n t o t wo s e p a r a t e s e g me n t s . On e s e g me n t
9 7 . 7 % Bl a c k , b o r d e r s o n t h e Ci t y o f De t r o i t a n d c o n s i s t s o f a b o u t 5
t e n t h s o f a s q u a r e mi l e . Th e b a l a n c e o f t h e To wn s h i p i s s e p a r a t e d b y
a d i s t a n c e o f t wo mi l e s a n d t h e Ci t y o f Oa k P a r k , h a s a p r e d o mi n a n t l y
e l d e r l y l o w i n c o me Wh i t e p o p u l a t i o n .

We a r e t h e mo s t d e n s l y o c c u p i e d To wn s h i p i n Mi c h i g a n . Ou r Oa k l a n d
Co u n t y P l a n n i n g Co mmi s s i o n 1 9 7 6 p r o j e c t i o n s a r e 1 , 1 0 0 p e r s o n s f o r
e a c h o n e t e n t h o f a s q u a r e mi l e .

Th e Oa k l a n d Co u n t y Un i t e d Co mmu n i t y S e r v i c e P l a n n i n g De p a r t me n t
e s t i ma t e s o u r 1 9 7 6 e l d e r l y r a t i o a t 2 7 % o f o u r p o p u l a t i o n wh i c h i s
t h e h i g h e s t p r o p o r t i o n o f e l d e r l y t o a n y Mu n i c i p a l i t y i n Oa k l a n d
Co u n t y .

Ou r Ei g h t Mi l e - Wy o mi n g s e g me n t wa s s e t t l e d o r i g i n a l l y b y Bl a c k f a mi l i e s
p r i o r t o 1 7 6 3 we l l i n a d v a n c e b y t h e Ci t y o f De t r o i t ' s o u t wa r d s u b u r -
b a n g r o wt h a n d wh e r e a s s u r r o u n d i n g f a r ml a n d h o l d i n g s we r e s o l d t o
Wh i t e s t h i s a r e a c o n t i n u e d t o r e ma i n Bl a c k .
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Be c a u s e o f t h e e f f e c t i v e n e s s o f r e s t r i c t i v e c o v e n a n t s a n d o t h e r
d i s c r i mi n a t o r y p r a c t i c e s , t h e To wn s h i p ' s Ei g h t Mi l e s e g me n t a l r e a d y
o wn e d a n d o c c u p i e d b y Bl a c k s b e c a me a f e a s i b l e a n d d e s i r a b l e r e s i d e n -
t i a l o p t i o n f o r So u t h e r n Bl a c k s mi g r a t i n g t o f i l l j o b s c r e a t e d b y
De t r o i t ' s i n d u s t r i a l e x p a n s i o n a n d Wo r l d Wa r I I ' s d e f e n s e p r o d u c t i o n
n e e d s .

La c k i n g a d e q u a t e z o n i n g a n d b u i l d i n g c o n t r o l s p l u s b e i n g s u b j e c t t o
t r a d i t i o n a l r e d l i n i n g p r a c t i c e s i n c o n n e c t i o n wi t h mo r t g a g e f i n a n c i n g
c a u s e d ma n y o f t h e e a r l y h o me s t o b e b u i l t wi t h s we a t e q u i t y o n a
p a y d a y t o p a y d a y b a s i s s u b s t a n t i a l l y o f ma k e s h i f t ma t e r i a l s , s o me we r e
wi t h o u t wa t e r , s e we r s a n d s o me l a c k e d a d e q u a t e h e a t i n g .

I n a d d i t i o n , t h e Fe d e r a l Go v e r n me n t u t i l i z e d p o r t i o n s o f t h e Ei g h t
Mi l e To wn s h i p s e g me n t t o c r e a t e 1 , 4 6 4 u n i t s o f Te mp o r a r y Wo r l d Wa r I I
h o u s i n g f o r Bl a c k d e f e n s e wo r k e r s a n d t h e i r f a mi l i e s .

By 1 9 5 9 , 1 , 7 0 9 o r 7 5 % o f t h e 2 , 3 0 0 u n i t s i n t h e To wn s h i p we r e a d j u d g e d
d i l a p i d a t e d .

Be g i n n n i n g i n t h e 4 0 ' s wh i l e t h e d e t e r i o r a t i o n p r e s s u r e s we r e b e i n g
f e l t b y t h e To wn s h i p , t h e s u r r o u n d i n g a r e a s we r e b e i n g b u i l t u p b y a n
a f f l u e n t Wh i t e p o p u l a t i o n e x o d u s i n g f r o m t h e Ci t y o f De t r o i t .

Th e Bl a c k s e g me n t o f Ro y a l Oa k To wn s h i p t h e r e b y e f f e c t i v e l y b e c a me
a n i s o l a t e d d e t e r i o r a t e d Bl a c k c o mmu n i t y i n t h e mi d s t o f a n a f f l u e n t
Wh i t e a r e a a n d l e f t a s a r e s u l t o f v a r i o u s a n n e x a t i o n s wi t h o u t a n
a d e q u a t e p r o p e r t y t a x b a s e t o d e a l wi t h i t s d e t e r i o r a t i o n a n d o t h e r
p r e v a l e n t i n n e r c i t y t y p e mi n o r i t y p r o b l e ms s u c h a s i n a d e q u a t e b a s i c
mu n i c i p a l s e r v i c e s , p o v e r t y , c r i me , s u b s t a n c e a b u s e , s i n g l e p a r e n t e d
h o u s e h o l d s , h i g h u n e mp l o y me n t a n d u n d e r e mp l o y me n t .

I n 1 9 5 9 , t o b e g i n t o a d d r e s s t h e a f o r e me n t i o n e d c o n d i t i o n s t h e
To wn s h i p b e g a n a n a p p r o v e d Ur b a n Re n e wa l p r o j e c t c o v e r i n g mo s t o f t h e
Ei g h t Mi l e s e g me n t . Th e r e n e wa l p r o j e c t wh o s e a c t i v i t i e s we r e c a r r i e d
o u t o v e r a 1 6 y e a r p e r i o d wa s t e r mi n a t e d u n d e r e a r l y c l o s e o u t p r o c e d u r e s
i n 1 9 7 5 f o l d i n g u n c o mp l e t e d p r o j e c t a c t i v i t i e s a s p a r t o f t h e To wn s h i p ' s
Bl o c k Gr a n t Co mmu n i t y De v e l o p me n t P r o g r a m. Th e r e wa s n o a p p r o v e d
Mo d e l Ci t i e s Pr o g r a m i n t h e To wn s h i p .

P r i o r u r b a n r e n e wa l a c t i v i t i e s e n a b l e d t h e Ei g h t Mi l e s e g me n t t o b e
r e s t r u c t e d i n t o a n a l mo s t i d e a l c o mmu n i t y i n i t s l a n d u s e p a t t e r n a s
s p e c i f i e d b y s o me p l a n n i n g t h e o r i s t s .

Th e r e i s n o w a s u b s t a n t i a l n u mb e r o f p r i ma r y h o u s i n g i n g o o d s t r u c t u r a l
c o n d i t i o n r e q u i r i n g n o r e p a i r s a n d l e s s o f a c o n c e n t r a t i o n o f b l i g h t e d
s t r u c t u r e s r e ma i n i n g i n t h e To wn s h i p . Ho we v e r , s t r u c t u r e s o f v a r y i n g
c o n d i t i o n a r e a l l i n t e r mi x e d t o g e t h e r , mu t i n g t h e v i s u a l i mp a c t o f
t h e b l i g h t e d o r d e t e r i o r a t i n g s t r u c t u r e s . Th e r e i s a l s o a s ma l l Cl a s s
A i n d u s t r i a l p a r k wh i c h p r o v i d e s s o me t a x b a s e .

Th e To wn s h i p wi l l s t i l l h a v e a l o n g wa y t o g o a t t h e e n d o f t h e " Ye a r
Th r e e " Co mmu n i t y De v e l o p me n t Bl o c k Gr a n t p r o g r a m a c t i v i t i e s .
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F o l l o wi n g a r e mo s t o f t h e n e e d e d e l i g i b l e Bl o c k Gr a n t Ac t i v i t i e s wi t h
1 9 7 7 c o s t p r o j e c t i o n s :

1 . Re h a b i l i t a t i o n o f Re ma i n d e r o f De t e r i o r a t i n g
Re s i d e n t i a l S t r u c t u r e s . $ 1 , 8 1 4 , 0 0 0

2 . Ac q u i s i t i o n , Re l a t e d Re l o c a t i o n a n d De mo l i t i o n
o f S u b s t a n d a r d S t r u c t u r e s Un e c o n o mi c t o
Re p a i r .

3 . Re n o v a t i o n a n d Ex p a n s i o n o f Ex i s t i n g Ne i g h b o r -
h o o d F a c i l i t i e s Bu i l d i n g . ( o r i g i n a l l y a
r e c r e a t i o n b u i l d i n g f o r W. W. I I d e f e n s e wo r k e r
h o u s i n g . )

4 . Ne e d e d Re c r e a t i o n F a c i l i t i e s i n c l u d i n g P a r k
a n d Ma j o r Th o r o u g h f a r e La n d s c a p i n g .

5 . Va c a t i o n o f Ce r t a i n Un n e e d e d S t r e e t Ar e a f o r
P a r k Ex p a n s i o n .

6 . La n d Wr i t e d o wn s t o En a b l e Di s p o s a l o f Ur b a n
Re n e wa l S c a t t e r e d S i t e S i n g l e F a mi l y P a r c e l s
P l u s I n c e n t i v e t o Bu i l d i n g Ne w Ho u s i n g o n S a me .

9 2 5 , 0 0 0

2 , 5 0 0 , 0 0 0

8 5 0 , 0 0 0

3 0 0 , 0 0 0

2 5 0 , 0 0 0

7 . La n d wr i t e d o wn s t o e n a b l e d i s p o s a l o f Ur b a n
Re n e wa l Co mme r c i a l Zo n e d La n d a n d En a b l e De v e l o p -
me n t b y Mi n o r i t y Bu s i n e s s e s o f S a me . 1 , 0 0 0 , 0 0 0

8 . P u b l i c Se r v i c e s S u p p o r t i v e o f Ab o v e . 1 , 5 2 7 , 8 0 0

9 . Ad mi n i s t r a t i o n , P l a n n i n g , En g i n e e r i n g , Le g a l
a n d Ci t i z e n P a r t i c i p a t i o n t o Ca r r y- o u t Ab o v e . 1 , 9 0 9 , 7 5 0

TOTAL $ 1 1 , 0 7 6 , 5 5 0

I f we d i v i d e t h e a b o v e t o t a l b y o u r c u r r e n t a n n u a l e n t i t l e me n t a mo u n t
o f $ 6 0 1 , 0 0 0 a n d a s s u mi n g f u n d i n g a t t h e c u r r e n t r a t e o f c o n s t a n t
d o l l a r s a n d n o n e w b l i g h t , i t wo u l d t a k e o u r To wn s h i p n e a r l y 1 9 y e a r s
t o c o mp l e t e t h e c o r r e c t i v e t a s k s s t a r t e d b y Ur b a n Re n e wa l .

To d o t h i s h i g h l i g h t s t h e i mp o r t a n c e o f t h e n e e d f o r a l o n g t e r m
a n n u a l e n t i t l e me n t s y s t e m f o r s ma l l e r mu n i c i p a l i t i e s s u c h a s o u r
To wn s h i p .

Th e Ho l d Ha r ml e s s Bl o c k Gr a n t P r o g r a m h a s e n a b l e d o u r To wn s h i p t o u p d a t e
a n d o b t a i n c o mmu n i t y c o n c e n s u s o n a Co mmu n i t y De v e l o p me n t P l a n o f a c t i o n .

We h a v e a c t i v e a n d s u p p o r t i v e Ci t i z e n P a r t i c i p a t i o n Gr o u p s , a r e s p o n -
s i v e Bo a r d o f Tr u s t e e s a n d a q u a l i f i e d s t a f f t o c a r r y o u t t h a t p l a n .
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To n o w p h a s e o u r To wn s h i p d o wn a n d o u t o f h o l d h a r ml e s s d u r i n g t h e
n e x t t wo y e a r s a n d s u b j e c t u s t o t h e u n c e r t a i n t i e s o f c o mp e t i n g
a n n u a l l y f o r d i s c r e t i o n a r y f u n d i n g wo u l d i n h i b i t c o mp l e t i n g t h e
e v e n t u a l t u r n a r o u n d o f o u r c o mmu n i t y s o t h a t i t c o u l d b e c o me c o mp a -
t i b l e t o s u r r o u n d i n g c o mmu n i t i e s i n e n a b l i n g t h e g e n e r a t i o n o f
p r i v a t e i n v e s t me n t t o k e e p t h e f u t u r e l e v e l o f d e t e r i o r a t i o n a n d
b l i g h t t o a mi n i ma l t o l o r a b l e l e v e l .

Wh i l e t h e To wn s h i p i s wi t h i n a n Ur b a n Co u n t y , o u r e x p e r i e n c e wi t h
mo s t o f t h e F e d e r a l a n d S t a t e P r o g r a ms f u n d e d t h r o u g h t h e Co u n t y
i n d i c a t e s t h e p o t e n t i a l o f a l a c k o f s e n s i t i v i t y a n d a b i l i t y o f a
p r e d o mi n a n t l y Wh i t e Bo a r d o f Co mmi s s i o n e r s a n d i t s P u b l i c S e r v i c e
Co mmi s s i o n t o ma k e t h e Co u n t y ' s Co mmu n i t y De v e l o p me n t a c t i v i t i e s
r e s p o n s i v e a n d f l e x a b l e e n o u g h t o f i t o u r s p e c i a l c i r c u ms t a n c e s .

Co n t i n u i n g t h e c u r r e n t h o l d h a r ml e s s a mo u n t a t c u r r e n t f u n d i n g l e v e l s
u n t i l a v i a b l e a l t e r n a t i v e f o r l o n g t e r m a s s u r e d f u n d i n g i s d e v e l o p e d ,
we b e l i e v e i s a n e c e s s i t y t o p r e v e n t r e t r o g r e s s i o n o f t h e F e d e r a l
Ur b a n Re n e wa l a n d Co mmu n i t y De v e l o p me n t a l r e a d y i n o u r To wn s h i p .

I I I . P UBLI C S ERVI CE S UP P ORT ACTI VI TY CONCERNS

Th e Ch a r t e r To wn s h i p o f Ro y a l Oa k i s p a r t o f a l a r g e r u r b a n f a b r i c
a n d o v e r wh e l mi n g l y a f f e c t e d b y t h e c u r r e n t s a n d e d d i e s t h a t s wi r l
a r o u n d i t . I t s a b i l i t y t o s e t i t s o wn d e s t i n y s u c h a s i n c r e a s i n g i t s
ma i n t e n a n c e o f e f f o r t , c o n s e q u e n t l y , i s s e v e r e l y l i mi t e d . I t c r i t i c a l l y
l a c k s s u f f i c i e n t l a n d ma s s , p o p u l a t i o n a n d mo n e y t o o f f s e t i mp a c t s
s u s t a i n e d f r o m t h e d y n a mi c s o f i t s s u r r o u n d i n g s s u c h a s t h e s p i l l o v e r
o f c r i me f r o m t h e i l o r d e r i n g Ci t y o f De t r o i t .

I n o r d e r t o a t t r a c t p r i v a t e i n v e s t me n t t o d i s p o s e o f a n d d e v e l o p e t h e
b a l a n c e o f Ur b a n Re n e wa l h e l d I n d u s t r i a l P a r k , c o mme r c i a l a n d s c a t t e r e d
s i t e s i n g l e f a mi l y l a n d a n d t o g e n e r a t e p r i v a t e i n v e s t me n t t o b u i l d
n e w h o me s o n v a c a n t s i n g l e f a mi l y l o t s a n d t o ma i n t a i n a n d i mp r o v e
e x i s t i n g p r o p e r t i e s , i t i s n e c e s s a r y t o u p g r a d e b a s i c mu n i c i p a l s e r v i c e s
t o a t l e a s t t h e l e v e l b e i n g p r o v i d e d b y t h e mo r e a f f u l e n t n e i g h b o r i n g
p r e d o mi n a n t l y Wh i t e p o p u l a t e d c o mmu n i t i e s .

Th i s i n c l u d e s a c q u i s i t i o n o f n e w g a r b a g e t r u c k t o i n s u r e p r o mp t a n d
r e l i a b l e g a r b a g e p i c k u p s . A n e w d u mp t r u c k a n d n e w t r a c t o r t o e n a b l e
t h e r e mo v a l o f d e b r i e s , a c c o mo d a t e h o me o wn e r - c l e a n u p c a mp a i g n s a n d
p r o v i d e t i me l y s n o w r e mo v a l o f p u b l i c s t r e e t s .

Be c a u s e o f t h e p r o x i mi t y t o De t r o i t , d u r i n g 1 9 7 6 , t h e To wn s h i p e x p e r i -
e n c e d o n e L. E. A. A. d e f i n e d s e r i o u s c r i me f o r e a c h 1 0 p e r s o n s i n i t s
1 9 7 0 U. S . Ce n s u s p o p u l a t i o n b a s e .

Th e To wn s h i p ' s 1 9 7 7 P u b l i c S a f e t y Bu d g e t i s mo r e t h a n 4 t i me s g r e a t e r
t h a n t h e mi l l a g e i t c a n a s s e s s . Th e r e f o r e , c r i me p r e v e n t i o n a c t i v i t i e s
a r e a ma j o r d r a i n o n g e n e r a l t a x p r o c e e d s , s h a r e d r e v e n u e p r o c e e d s a n d
s u p p l e me n t a l b e n e f i t s f r o m Co mp r e h e n s i v e Emp l o y me n t a n d Tr a i n i n g Ac t
f u n d e d p e r s o n n e l .
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We t h e r e f o r e h o p e t h a t t h e Co n g r e s s c a n s e e i t s wa y c l e a r t o e x p a n d i n g
t h e Co mmu n i t y De v e l o p me n t P u b l i c S e r v i c e S u p p o r t i v e Ac t i v i t i e s t o
i n c l u d e s u c h t h i n g s a s u p g r a d i n g o f g a r b a g e c o l l e c t i o n a n d s n o w r e mo v a l
e q u i p me n t .

I V. OTHER HOUS I NG AND COMMUNI TY DEVELOP MENT ACT CONCERNS

Be t t e r De p a r t me n t o f Ho u s i n g a n d Ur b a n De v e l o p me n t c o o r d i n a t i o n t o
p r o mu l g a t e t h e e x e c u t i o n o f Ap p r o v e d Ho u s i n g As s i s t a n c e P l a n s :

Ou r To wn s h i p ' s a p p r o v e d Ho u s i n g As s i s t a n c e P l a n i n c l u d e d t h e
p r o j e c t e d u t i l i z a t i o n o f S e c t i o n 3 1 2 f u n d s t o r e h a b i l i t a t e
r e n t e r o c c u p i e d s i n g l e a n d mu l t i p l e f a mi l y s u b s t a n d a r d u n i t s
c o mb i n e d wi t h S e c t i o n 8 Ex i s t i n g Ho u s i n g Al l o t me n t s wh e r e
s u c h u n i t s c o n t a i n e d l o w i n c o me o c c u p a n t s .

Wh i l e we h a v e o v e r $ 4 0 0 , 0 0 0 i n Re s i d e n t i a l 3 1 2 Re h a b i l i t a t i o n
Lo a n s i n t h e p i p e l i n e t h e HUD De t r o i t Ar e a Of f i c e h a s n o t a l l o c a t -
e d a n y p r o p o r t i o n a l s h a r e o f s u c h l o a n f u n d s f o r o u r u s e .
I n s t e a d , t h e Oa k l a n d Co u n t y Al l o c a t i o n s we r e d i v i d e d a mo n g
t h e mo r e a f f u l e n t Wh i t e p o p u l a t e d mu n i c i p a l i t i e s .

We we r e a d v i s e d b y HUD De t r o i t Ar e a S t a f f t h a t a Na t i o n a l HUD
d i r e c t i v e r e q u i r e d t h e To wn s h i p t o f i r s t u s e u p a l l o f t h e
Co mmu n i t y De v e l o p me n t Bl o c k Gr a n t a l l o c a t e d r e h a b i l i t a t i o n
d o l l a r s c u r r e n t l y a l l e a r ma r k e d f o r l o w i n c o me s i n g l e f a mi l y
h o me o wn e r s b e f o r e we c a n r e c e i v e 3 1 2 Re h a b i l i t a t i o n Re s i d e n t i a l
Lo a n F u n d s .

HUD De t r o i t Ar e a Of f i c e S t a f f h a v e a l s o a l l o c a t e d a l l o f t h e
F i s c a l ' 7 7 Ex i s t i n g S e c t i o n 8 Ho u s i n g Un i t s i n Oa k l a n d Co u n t y
t o t h r e e a f f u l e n t Wh i t e p o p u l a t e d c o mmu n i t i e s wi t h i n a c t i v e
Lo c a l Ho u s i n g Au t h o r i t i e s . Th e To wn s h i p a l t h o u g h i t h a d a
n e e d , a p r o g r a m a n d a n a c t i v e Lo c a l Ho u s i n g Au t h o r i t y d i d n o t
r e c e i v e a s i n g l e Ex i s t i n g S e c t i o n 8 Ho u s i n g Al l o t me n t .

I n c o n n e c t i o n wi t h t h e 3 1 2 p r o g r a m, t h i s mi g h t b e mo r e o f a n
a d mi n i s t r a t i v e t h a n a l e g i s l a t i v e c o n c e r n .

Ho we v e r , i n t h e c a s e o f Ex i s t i n g S e c t i o n 8 Al l o t me n t s t h e
To wn s h i p wh i c h a l r e a d y i s i mp a c t e d wi t h a v e r y l o w i n c o me
p o p u l a t i o n ma y h a v e b e e n b y p a s s e d b e c a u s e o f t h e d e r i v e d
Co n g r e s s i o n a l o b j e c t i v e t o e n a b l e " Re d u c t i o n o f t h e i s o l a t i o n
o f i n c o me g r o u p s . "

I f t h e a f o r e me n t i o n e d o b j e c t i v e i s b e i n g u t i l i z e d t o d e n y
Ex i s t i n g S e c t i o n 8 Ho u s i n g o p p o r t u n i t i e s i n mi n o r i t y , l o w
i n c o me i mp a c t e d mu n i c i p a l i t i e s s u c h a s t h e To wn s h i p , i t c o n -
f l i c t s wi t h o t h e r d e r i v e d Co n g r e s s i o n a l o b j e c t i v e s s u c h a s
" El i mi n a t i o n o f De t r i me n t a l Co n d i t i o n s " a n d " Co n s e r v a t i o n a n d
Ex p a n s i o n o f Ho u s i n g S t o c k . "

We wo u l d b e h o p e f u l l t h a t s o me l e g i s l a t i v e i n t e n t d u r i n g t h i s
Co n g r e s s i o n a l r e v i e w o f t h e 1 9 7 4 Ho u s i n g a n d Co mmu n i t y De v e l o p -
me n t Ac t t o c l a r i f y t h e i n t e n t o f t h e a f o r e s a i d d e r i v e d
Co n g r e s s i o n a l o b j e c t i v e s c o u l d b e d e v e l o p e d .
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r Bo r o u c e o f r -i f f i r ut p. p a
O F F I C E O F C O M M U N I T Y D E V E L O P M E N T

3 0 0 F R AN KL I N A V E N U E • AL I OUI P P A. P A 1 5 0 0 1

G E O R G E S C A R B O R O U G H

C O - O R D I NA T O R

Ma r c h 1 5 , 1 9 7 7

Co n g r e s s ma n He n r y S . Re u s s
Co n g r e s s o f t h e Un i t e d S t a t e s
Ho u s e o f Re p r e s e n t a t i v e s
Wa s h i n g t o n , D. C. 2 0 5 1 5

De a r Mr . Re u s s :

Al i q u i p p a , P e n n s y l v a n i a i s a s ma l l s t e e l t o wn l o c a t e d o u t s i d e
P i t t s b u r g h , wh i c h i s t h r e a t e n e d b y a p l a n n e d p h a s e - o u t o f Co mmu n i t y
De v e l o p me n t f u n d s . Be c a u s e o f o u r p r i o r e x p e r i e n c e i n a n u r b a n
r e n e wa l p r o j e c t , we we r e d e s i g n a t e d a s a " h o l d - h a r ml e s s " c o mmu n i t y
a n d h a v e b e e n r e c e i v i n g $ 2 3 9 , 0 0 0 i n a n n u a l Co mmu n i t y De v e l o p me n t
f u n d s .

We h a v e l a u n c h e d a n a mb i t i o u s p r o g r a m o f c o mmu n i t y i mp r o v e me n t s
wh i c h ma y c o me t o a s c r e e c h i n g h a l t i f t h e Co n g r e s s d o e s n o t a c t
i mme d i a t e l y ! I f o u r f u n d i n g i s c u t o f f , o u r h o u s i n g r e h a b i l i t a t i o n
p r o g r a m, a l r e a d y i n o p e r a t i o n , wi l l c e a s e . Ou r p l a n t o e s t a b l i s h
r e c r e a t i o n a r e a s i n e v e r y n e i g h b o r h o o d wi l l c e a s e . Ou r p r o g r a m t o
r e j u v e n a t e o u r d e c l i n i n g c e n t r a l b u s i n e s s d i s t r i c t wi l l b e
a b o r t e d . I n s h o r t , o u r e f f o r t s t o d e v e l o p o u r c o mmu n i t y i n a
p l a n n e d a n d o r d e r l y f a s h i o n wi l l b e d i s r u p t e d .

To i n s u r e c o n t i n u e d f u n d i n g , I u r g e y o u t o s t r o n g l y s u p p o r t
H. R. 2 6 3 8 , wh i c h y o u s p o n s o r e d , n o w b e i n g c o n s i d e r e d b y y o u r Co mmi t t e e
o n Ba n k i n g , F i n a n c e , a n d Ur b a n Af f a i r s .

En c l o s e d i s a r e s o l u t i o n a d o p t e d b y o u r To wn Co u n c i l a n d
s u p p o r t i n g i n f o r ma t i o n . P l e a s e a d v i s e me i f y o u wi l l h e l p u s i n
o u r e f f o r t s t o c o n t i n u e t o d e v e l o p o u r c o mmu n i t y .

S i n c e r e l y ,

c

e o r g e S c a r b o r o u g h
Co mmu n i t y De v e l o p me n t Co o r d i n a t o r

GS / d ms
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ESTI MATED CD8G FUND ALLOCATI ONS
BASED ON FULL FUNDI NG OF HOLD- HARMLESS FOR SMALLER COMMUNI TI ES

- -
Reci pi ent Admi ni s t r a t i on Mai nt a i n
Cat egor i es Budget FY 1978 1977 Hol d- Har ml es s

SMSA' s 2, 820, 000, 000 2. 820, 000, 000

1. Met r o Ci t i es 2, 186, 000, 000 2, 186, 000, 000
2. Ur ban Count i es 346, 000, 000 346, 000, 000
3. Smal l Hol d- Har ml es s 114, 000, 000 171, 000, 000
4. Di s cr e t i onar y Bal ance 174, 000, 000 117, 000, 000 a /

Non- Met r o Ar eas 617, 000, 000 617, 000, 000

Smal l Hol d- Har ml es s 167, 000, 000 255, 000, 000 •
Di s cr e t i onar y Bal ance 450, 000, 000 362, 000, 000 b/

Secr et a r y' s Fund 63, 000, 000 63, 000, 000

Tot a l Bas i c Pr ogr am 3, 500, 000, 000 3, 500, 000, 000

Ur ban Renewal Compl et i on Fund 100, 000, 000 100, 000, 000

Ur ban Devel opment Act i on Gr ant s 400, 000, 000 400, 000, 000

Tot al CDGB Funds 4, 000, 000, 000 4, 000, 000, 000

Foot not es :

pi The 1977 l evel of f undi ng f or met r o di s cr e t i ona r y ba l ances was $100, 000, 000 and
f or f i s cal ye ar ' 76 $82, 000, 000. The aver age gr a nt f or f i s ca l ye a r ' 76
was $127, 500. Out of f i s ca l ye ar ' 76 f unds , 653 appl i ca t i ons wer e appr oved
or s chedul ed t o be a ppr oved. •

b/ The non- met r o di s cr e t i onar y bal ance f or f i s ca l ye a r 1977 was $323, 000, 000
and f or f i s cal ye ar ' 76 $254, 000, 000. The aver age gr a nt i n f i s ca l year ' 76
was $198, 700. 1329 appl i ca t i ons wer e appr oved or s chedul ed t o be appr oved
i n f i s cal year ' 76 . Out of f i s cal ye ar ' 76 f unds 1329 communi t i e s wer e
appr oved or s chedul ed t o be appr oved.

A f ul l f undi ng of hol d- har ml es s woul d per mi t 750 s mal l t owns t o have
as s ur ed annual f undi ng t o ca r r y out pr ogr ams wi t h l ong t er m i mpl i ca t i ons .
Ther e woul d r emai n s uf f i c i ent di s cr e t i onar y ba l ances t o f und 

2, 740

di s cr e t i onar y appl i ca t i ons i f t he aver age gr ant s wer e a t t he l eve l
appr oved i n f i s ca l year 1977. 918 appl i ca t i ons coul d be appr oved i n -
t he met r opol i t an a r eas and 1822 coul d be appr oved i n t he non- met r opol i t an
ar eas .
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I MPORTANT POI NTS FOR CONTI NUI NG HOLD- HARMLLSS FOR SAALLLR COMMUNI TI ES

Ther e ar e 750 s mal l er ur ban pl aces wi t h pr i or pr ogr am exper i ence whi ch ar e f aced
wi t h r educt i on i n t hei r hol d- har ml es s f undi ng under t he Hous i ng and Communi t y
Devel opment Act of 1974. I t i s s ubs ect i on 106( h) ( 2) of t he Act t ha t caus es l os s
of as s ur ed annual f undi ng f or t he 750 t owns by r educi ng t hei r annual ent i t l ement
t o 2/ 3 i n f i s cal year ' 78, 1/ 3 i n f i s cal ye ar ' 79 and ' zer o' dol l a r s i n 1980.

A dual f or mul a s ys t em i s bei ng pr opos ed whi ch woul d r es ul t i n i ncr eas ed f undi ng
f or many of t he l ar ger c i t i es af f ect ed by hol d- har ml es s , as wel l as ot her l a r ge
c i t i es , s uch as New Yor k and Chi cago, whi ch a r e not af f ect ed by hol d- har ml es s .
Unf or t una t e l y t her e ar e no pr opos a l s bef or e Congr es s by t he Admi ni s t r at i on whi ch
ar e act i vel y bei ng pur sued f or t he s mal l e r c i t i es under 50, 000 i n popul a t i on.
Nei t her of t he t wo f or mul as appl y t o t hem and pr i or pr ogr am i nvol vement ( hol d- har ml es s )
i s t he onl y r ecogni zed s t a t ut or y bas i s f or annual f undi ng.

Smal l t owns , under 50, 000, cons t i t ut ed over 75% of t he t ot al communi t i es i nvol ved
i n ur ban r enewal , code enf or cement , ne i ghbor hood devel opment pr ogr ams and t he l i ke ,
bef or e t hes e HUD pr ogr ams wer e cons ol i da t ed i n t he Communi t y Devel opment Bl ock
Gr ant Pr ogr am i n Augus t of 1974.

The di s cr e t i onar y f undi ng s ys t em wi l l be t he onl y met hod l ef t f or communi t i es under
50, 000 f or obt a i ni ng communi t y devel opment bl ock gr ant s . Di s cr et i onar y f undi ng does
not pr ovi de any bas i s upon whi ch t hes e t owns can r e l y as i t i s bas i cal l y des i gned
f or s hor t t er m pr oj ect s or s i ngl e pur pos e ac t i vi t i es . Ther e i s no pr edi c t abi l i t y
i n t he di s cr et i onar y f undi ng s ys t em f or pr ogr ams wi t h l ong t er m i mpl i ca t i ons . Ther e
i s no way a communi t y can count on cons ecut i ve annual appr oval s of appl i cat i ons f or
di s cr et i onar y gr ant s .

What i s needed i s an annual ent i t l ement s ys t em f or al l s mal l ci t i es wi t h cr i t i ca l
needs . Such an ent i t l ement s ys t em i s ye t t o be pr opos ed. Ther ef or e , t he one
cour s e of act i on t hat wi l l pr ovi de s ome r e l i e f i s t o cont i nue hol d- har ml es s f or
t he 750 s mal l t owns wi t h pr i or pr ogr am exper i ence . Thes e 750 ar e t he t owns whi ch
wer e act i ve wi t h HUD pr i or t o t he Hous i ng and Communi t y Devel opment Ac t of 1974
and t hey wer e wi l l i ng t o par t i ci pat e when gr ant s wer e onl y 75% of cos t s .

Legi s l at i on was i nt r oduced i nt o t he Hous e on J anuar y 6 , 1977, whi ch woul d pr event
t he s t at ut or y r educt i on i n f undi ng f or bot h l a r ge and s mal l ci t i es . The bi l l i s
H. R. 1522. An i dent i cal bi l l , H. R. 2638, was i nt r oduced on J anuar y 27t h and added
19 addi t i onal s pons or s t o Mr . Reus s ' s bi l l . On Febr uar y 24, 1977, l egi s l at i on
was i nt r oduced i n t he Senat e whi ch woul d pr event t he r educt i on of f undi ng f or
t he s mal l er communi t i es onl y. Thi s bi l l i s S. 801 and was i nt r oduced by Mr .
McI nt yr e and cos pons or ed by Mr . Br ooke,

The t ot al appr opr i at i on r equi r ed t o keep al l 750 s mal l t owns a t t hei r 1977 l evel
of f undi ng i s $425, 800, 000. Ther e i s $905, 000, 000 i n t he HUD budget r eques t f or
s mal l ci t i es . Thus , no l a r ge c i t y nor ur ban count y budget ear mar ks wi l l be
af f ect ed t o accompl i s h f ul l f undi ng of s mal l t owns . Al l t ha t i s needed i s a
s t at ut or y r evi s i on whi ch woul d del et e s ubs ec t i on 106( h) ( 2) . The mai nt a i ni ng of
t he 1977 hol d- har ml es s l evel wi l l s t i l l a l l ow di s cr e t i onar y bal ances i n t he met r o-
pol i t an ar eas a t a l evel of $117, 000, 000 i n f i s cal year 1978, whi ch i s $17, 000, 000
mor e t han f i s cal year 1977. I n non- met r o a r eas f ul l f undi ng of hol d- har ml es s
woul d r es ul t i n $362, 000, 000 avai l abl e i n di s cr et i onar y bal ances i n f i s cal year
1978 as oppos ed t o t he $321, 000, 000 ava i l abl e i n f i s cal year 1977.

To pr event t he phas e- out of hol d- har ml es s , t he Senat e s houl d be ur ged t o adopt
Senat e Bi l l S. 801 and t he Hous e s houl d be ur ged t o adopt t ha t par t of H. R. 1522
whi ch cal l s f or t he del e t i on of s ubs ect i on 106( h) ( 2) .
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RES OLUTI ON NO. . Aa l _ OF 1 9 7 7

WHE REAS , t h e Bo r o u g h o f Al i q u i p p a , b y v i r t u e o f i t s

p a r t i c i p a t i o n i n f e d e r a l c a t e g o r i c a l p r o g r a ms i n t h e p a s t , h a s

q u a l i f i e d a s a " h o l d - h a r ml e s s " c o mmu n i t y u n d e r t h e Ho u s i n g a n d

Co mmu n i t y De v e l o p me n t Ac t o f 1 9 7 4 , a n d

WHE REAS , t h e Bo r o u g h o f Al i q u i p p a c u r r e n t l y r e c e i v e s

t h e s u m o f $ 2 3 9 , 0 0 0 f o r e a c h o f t h e f i r s t t h r e e y e a r s , $ 1 5 9 , 0 0 0

i n t h e f o u r t h y e a r , a n d $ 8 0 , 0 0 0 i n t h e f i f t h y e a r , a n d n o f u n d s

wh a t s o e v e r t h e r e a f t e r , a n d

WHE RE AS , t h e Bo r o u g h o f Al i q u i p p a . h a s l a u n c h e d s e v e r a l

ma j o r p r o j e c t s wh i c h r e q u i r e c o n t i n u e d a n d - i n c r e a s e d f u n d i n g i n

o r d e r t o a t t a c k t h e p r o b l e ms o f s l u ms a n d b l i g h t! a n d

WHE RE AS , t h e a p p r o p r i a t i o n f o r Co mmu n i t y De v e l o p me n t

f u n d s wi l l s h o r t l y b e c o n s i d e r e d b y t h e Co n g r e s s .

NOW, THE REF ORE , BE I T RE S OL VED t h a t t h e Bo r o u g h o f

Al i q u i p p a mo s t s t r o n g l y o p p o s e s t h e p l a n n e d p h a s e - o u t o f i t s

Co mmu n i t y De v e l o p me n t f u n d s a n d u r g e s t h e Co n g r e s s t o ma i n t a i n

t h e p r e s e n t h o l d - h a r ml e s s f u n d i n g l e v e l s .

AT TE S T :

ADOP TE D t h i s / 17 0/L- d a y o f J a n u a r y , 1 9 7 7 .

T OWN COUNCI L OF T HE BOROUGH OF
ALI QUI P P A

By :

S e c r e t a r y

v. P r e s i d e n t
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0 0

Ma r c h 3 , 1 9 7 7

Car bondal e
minois
ALL AMERI CA CI TY - 1972

609 East Col l ege St reet
Car bondal e, Il linois 62901

Th e Ho n o r a b l e He n r y Re u s s , Ch a i r ma n
Ho u s e Ba n k i n g , F i n a n c e , a n d Ur b a n Af f a i r s Co mmi t t e e
Ho u s e o f Re p r e s e n t a t i v e s
Wa s h i n g t o n , D. C. 2 0 5 1 5

De a r Mr . Re u s s :

En c l o s e d p l e a s e f i n d a c o p y o f a r e s o l u t i o n p a s s e d b y t h e Ci t y Co u n c i l o f t h e

Ci t y o f Ca r b o n d a l e , I l l i n o i s u r g i n g t h e s u p p o r t a n d p a s s a g e o f HR 1 5 2 2 .
Th e e f f e c t o f HR 1 5 2 2 i s t o c o n t i n u e t h e h o l d h a r ml e s s a l l o c a t i o n o f Co mmu n i t y

De v e l o p me n t Bl o c k Gr a n t f u n d s t o c i t i e s i n c l u d i n g Ca r b o n d a l e , I l l i n o i s . Wi t h

t h e i mp l e me n t a t i o n o f t h e h o l d h a r ml e s s p h a s e o u t , Ca r b o n d a l e wi l l f i n d i t s e l f
u n a b l e t o c o mp l e t e t h e c o mmu n i t y d e v e l o p me n t e f f o r t s t h a t a r e u n d e r wa y .
Co r r e c t i n g ma n y o f t h e p h y s i c a l , e c o n o mi c , a n d s o c i a l d e f e c t s i n o u r c o mmu n i t y

wi l l b e s e t b a c k i mme a s u r a b l y a n d r e s u l t i n a l a r g e i n c r e a s e i n u n e mp l o y me n t
a t t h e l o c a l l e v e l .

F r o m a l l t h e d i s c u s s i o n we h a v e h e a r d , i t a p p e a r s t h a t Co n g r e s s i s c o n s i d e r i n g
l e g i s l a t i o n t h a t wo u l d h a v e t h e e f f e c t o f s u b s t i t u t i n g a n e w f o r mu l a f o r t h e
e n t i t l e me n t c i t i e s o v e r 5 0 , 0 0 0 p o p u l a t i o n , wh i c h wo u l d a l l e v i a t e t h e p r o b l e ms

o f s u c h l a r g e c i t i e s wh e n t h e h o l d h a r ml e s s p h a s e o u t i s i mp l e me n t e d .

Ho we v e r , y o u s h o u l d b e a wa r e t h a t l a r g e n o r t h - e a s t e r n me t r o p o l i t a n c i t i e s a r e
n o t t h e o n l y c i t i e s wi t h c o mmu n i t y d e v e l o p me n t p r o b l e ms . S ma l l , n o n - me t r o p o l i t a n ,

u r b a n a r e a s , s u c h a s Ca r b o n d a l e ( p o p u l a t i o n 2 7 , 0 0 0 ) , a l s o h a v e c o mmu n i t y
d e v e l o p me n t n e e d s ; a n d i n o u r v i e w t h e p r o p o s e d r e v i s i o n s t o t h e e n t i t l e me n t
f o r mu l a wo u l d d o n o t h i n g t o e n a b l e Ca r b o n d a l e t o c o n t i n u e t o r e c e i v e a d e q u a t e

Co mmu n i t y De v e l o p me n t Bl o c k Gr a n t f u n d s .

At t h i s p o i n t i n t i me t h e o n l y s o l u t i o n we s e e i s f o r Ca r b o n d a l e t o c o n t i n u e
t o r e c e i v e f u n d i n g b a s e d o n i t s h o l d h a r ml e s s l e v e l . Th e Ci t y Co u n c i l o f t h e
Ci t y o f Ca r b o n d a l e r e q u e s t s y o u r s u p p o r t f o r HR 1 5 2 2 a n d o t h e r c o mp a r a b l e l e g i s l a t i o n .

Th a n k y o u f o r y o u r a t t e n t i o n .

S i n c e r e l y y o u r s ,

Ca r r o l l F r
Ci t y Ma n g e r

CJ F / 1 1

En c l o s u r e
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RESOLUTI ON NO. 7 7 - R- 0 7

A RESOLUTI ON I N SUP P ORT OF BI LL NO. H. R. 1 5 2 2 OF THE F I RS T S ESS I ON
OF THE 9 5 TH CONGRESS AND S UP P ORTI NG ASSURED ANNUAL COMMUNI TY DEVELOP -
MENT P ROGRAM F UNDI NG F OR S MALL CI TI ES S UCH AS CARBONDALE.

WHEREAS, t h e Ci t y o f Ca r b o n d a l e , a mu n i c i p a l c o r p o r a t i o n

s i t u a t e d i n So u t h e r n I l l i n o i s wi t h a p o p u l a t i o n o f a p p r o x i ma t e l y

2 7 , 5 0 0 c i t i z e n s , h a s , i n t h e p a s t , b e n e f i t e d s i g n i f i c a n t l y f r o m

t h e Co mmu n i t y De v e l o p me n t Ac t o f 1 9 7 4 , a n d ,

WHEREAS, t h e Ci t y o f Ca r b o n d a l e h a s u t i l i z e d mo n i e s r e c e i v e d

a s a r e s u l t o f t h e Co mmu n i t y De v e l o p me n t Ac t o f 1 9 7 4 , i n c o n j u n c -

t i o n wi t h p r i v a t e mo n i e s o f t h e c i t i z e n s o f t h e Ci t y , a n d wi t h

Ci t y f u n d s , t o r e h a b i l i t a t e a n d i mp r o v e a l a r g e p o r t i o n o f t h e

Ci t y o f Ca r b o n d a l e , a n d , t h u s , t o i mp r o v e t h e l i v e s o f ma n y o f t h e

c i t i z e n s o f t h e Ci t y r e s i d i n g t h e r e i n ; a n d ,

WHEREAS , b e c a u s e o f t h e r e c e i p t o f s a i d f u n d s , t h e Ci t y h a s

e n g a g e d i n p l a n n i n g t h e s o l u t i o n s t o s e v e r a l a d d i t i o n a l p r o b l e ms

f o r t h e f u t u r e , a l l o f wh i c h a r e c o n t i n g e n t u p o n r e c e i v i n g c o n t i n u e d

Co mmu n i t y De v e l o p me n t p r o g r a m f u n d i n g ; a n d ,

WHEREAS , b e c a u s e o f t h e p r e s s u r e s o f t h e e c o n o my , i n f l a t i o n ,

d e ma n d f o r i n c r e a s e d s e r v i c e s , t h e d i f f i c u l t p r o b l e ms c r e a t e d b y

t h e e x t r e me l y c o l d wi n t e r , a n d b e c a u s e o f t h e c o n t i n u e d e x p e n d i t u r e s

b e i n g ma d e b y t h e Ci t y i n o r d e r t o c o mp l y wi t h En v i r o n me n t a l P r o -

t e c t i o n l a ws a n d r e g u l a t i o n s , t h e Ci t y o f Ca r b o n d a l e d o e s n o t h a v e

s u f f i c i e n t f u n d s , o r a n a l t e r n a t e s o u r c e o f f u n d s a v a i l a b l e t o

c a r r y o u t t h e p r o g r a m f o r t h e r e h a b i l i t a t i o n a n d i mp r o v e me n t o f t h e

Ci t y wh i c h we r e p l a n n e d t o b e c o mp l e t e d wi t h t h e Co mmu n i t y De v e l o p -

me n t P r o g r a m f u n d s ; a n d ,

WHEREAS , t h e p r e s e n t p r o p o s a l b e f o r e Co n g r e s s c o n t a i n e d i n

S e c t i o n 1 0 6 ( h ) ( 2 ) o f t h e Co mmu n i t y De v e l o p me n t Ac t o f 1 9 7 4 d o e s n o t

p r o v i d e f o r a n y a s s u r e d f u n d i n g f o r c i t i e s s u c h a s Ca r b o n d a l e ; a n d ,

WHEREAS, t h e e mp h a s i s o f s a i d b i l l . i s t o p r o v i d e f u n d i n g o n l y

f o r l a r g e c i t i e s ; a n d ,

WHEREAS , t h e f a i l u r e t o p r o v i d e f u n d i n g f o r s ma l l e r c i t i e s ,

s u c h a s Ca r b o n d a l e , wi l l o n l y r e s u l t i n t h e d e c a y o f s u c h c i t i e s ,

a n d , e v e n t u a l l y , r e s u l t i n a n i n c r e a s e d p r o b l e m n o t o n l y f o r s ma l l

c i t i e s b u t f o r ma j o r me t r o p o l i t a n a r e a s a n d f o r t h e e n t i r e n a t i o n ;

a n d ,
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WHEREAS , t h e n e c e s s a r y a mo u n t o f mo n e y wh i c h wo u l d h a v e t o

b e p l a c e d i n t o t h e b u d g e t i n o r d e r t o c o n t i n u e t h i s Co mmu n i t y

De v e l o p me n t f u n d i n g o f t h e 7 5 0 s ma l l c i t i e s s u c h a s Ca r b o n d a l e ,

wo u l d o n l y b e $ 5 7 mi l l i o n , wh i c h i s a s ma l l a mo u n t o f mo n e y wh e n

i t i s c o mp a r e d t o t h e t e n t a t i v e b u d g e t o f $ 4 b i l l i o n wh i c h i s

b e i n g c o n s i d e r e d f o r t h e a d mi n i s t r a t i o n o f t h e e n t i r e Co mmu n i t y

De v e l o p me n t p r o g r a ms . Ho we v e r , t h e s ma l l a mo u n t o f mo n e y n e c e s s a r y

f o r s ma l l c i t i e s s u c h a s Ca r b o n d a l e t o c o n t i n u e t o r e c e i v e f u n d i n g

wo u l d b e s u f f i c i e n t t o a l l e v i a t e mo s t o f t h e l a r g e p r o b l e ms wh i c h

s u c h c i t i e s h a v e ; a n d ,

WHEREAS , t h e Ci t y Co u n c i l o f t h e Ci t y o f Ca r b o n d a l e s t r o n g l y

u r g e s a n d e n c o u r a g e s t h e Co n g r e s s o f t h e Un i t e d S t a t e s t o e n a c t

l e g i s l a t i o n t o p r o v i d e c o n t i n u e d a s s u r a n c e o f Co mmu n i t y De v e l o p -

me n t f u n d i n g f o r c i t i e s s u c h a s t h e Ci t y o f Ca r b o n d a l e .

NOW, THEREF ORE, BE I T RES OLVED BY THE CI TY COUNCI L OF THE

CI TY OF CARBONDALE, I LLI NOI S , AS FOLLOWS :

1 . Th a t t h e Ci t y Co u n c i l o f t h e Ci t y o f Ca r b o n d a l e e n c o u r a g e s

l e g i s l a t i o n s u c h a s c o n t a i n e d i n H. R. 1 5 2 2 e s p e c i a l l y a s s a i d

l e g i s l a t i o n p r o v i d e s f o r t h e s t r i k i n g o f s u b s e c t i o n 1 0 6 ( h ) ( 2 ) s o

t h a t s ma l l c i t i e s s u c h a s t h e Ci t y o f Ca r b o n d a l e s h a l l c o n t i n u e

t o r e c e i v e a s s u r e d a n n u a l Co mmu n i t y De v e l o p me n t p r o g r a m f u n d i n g ;

2 . Th a t t h e Ci t y Co u n c i l o f t h e Ci t y o f Ca r b o n d a l e r e s p e c t -

f u l l y r e q u e s t s t h a t t h e Co n g r e s s me n wh i c h r e p r e s e n t t h e c i t i z e n s

o f Ca r b o n d a l e s u p p o r t s a i d p r o p o s e d l e g i s l a t i o n b y s u p p o r t i n g

H. R. 1 5 2 2 i n t h e Ho u s e o f Re p r e s e n t a t i v e s , a n d b y i n t r o d u c i n g , o r

e n c o u r a g i n g t h e i n t r o d u c t i o n o f s i mi l a r p r o p o s e d l e g i s l a t i o n i n

t h e S e n a t e ;

3 . Th a t a c o p y o f t h i s r e s o l u t i o n b e f o r wa r d e d t o Se n a t o r

Ch a r l e s P e r c y , Se n a t o r Ad l a i S t e v e n s o n , a n d Re p r e s e n t a t i v e Pa u l

Si mo n a n d s p r e a d u p o n t h e mi n u t e r e c o r d s o f t h e Ci t y Co u n c i l o f

t h e Ci t y o f Ca r b o n d a l e , I l l i n o i s .

Th i s Re s o l u t i o n a d o p t e d a t a Re g u l a r Me e t i n g o f t h e Ci t y

Co u n c i l o f t h e Ci t y o f Ca r b o n d a l e , o n t h e 2 1 s t d a y o f Fe b r u a r y , 1 9 7 7 .

ATTEST:

APPROVED:

Ci t y Ci e , /

Ma y o r
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0 0ri

Ma r c h 7 2 , 1 9 7 '

Th e Ho n o r a b l e He n r y Re u s s , Ch a i r ma n

Ho u s e Co mmi t t e e o n Ba n k i n g ,

F i n a n c e , a n d Ur b a n Af f a i r s
Ho u s e o f Re p r e s e n t a t i v e s
Wa s h i n g t o n , D. C. 2 0 5 1 5

De a r Mr . Re u s s :

Car bondal e
Illinois

ALL AMERI CA CI TY - 1972

60 9 East Col l ege St r eet
Car bondal e, Illinois 62901

-Phone 6 1 8 7 549- 5302

Th e Ho u s i n g a n d Co mmu n i t y De v e l o p me n t Ac t o f 1 9 7 4 i s b e i n g r e v i e we d b y
Co n g r e s s i n t h i s s e s s i o n . Th e a p p r o p r i a t e Ho u s e a n d S e n a t e Co mmi t t e e s

h a v e b e e n c o n s i d e r i n g v a r i o u s p r o p o s a l s t o c h a n g e c e r t a i n p r o v i s i o n s i n
t h e Ac t . Th e Ci t y o f Ca r b o n d a l e , I l l i n o i s i s p a r t i c u l a r l y c o n c e r n e d

wi t h t h a t p o r t i o n o f t h e Ac t wh i c h c a l l s f o r t h e p h a s e o u t o f " h o l d -

h a r ml e s s " Co mmu n i t y De v e l o p me n t Bl o c k Gr a n t f u n d i n g , p a r t i c u l a r l y f o r
n o n - me t r o p o l i t a n c i t i e s .

En c l o s e d i s a c o p y o f a c a s e s t u d y we h a v e p r e p a r e d s e t t i n g f o r t h t h e
r e a s o n s wh y we b e l i e v e t h a t t h e n o n - me t r o p o l i t a n " h o l d - h a r ml e s s " c i t i e s ,
i n c l u d i n g Ca r b o n d a l e , s h o u l d n o t b e e l i mi n a t e d f r o m a s s u r e d f u n d i n g

u n d e r t h e Co mmu n i t y De v e l o p me n t Bl o c k Gr a n t P r o g r a m.

We wo u l d a p p r e c i a t e y o u r r e v i e w o f t h e c a s e s t u d y . Yo u r s u p p o r t i n

r e a c h i n g a j u s t s o l u t i o n f o r Ca r b o n d a l e , a n d o t h e r s ma l l " h o l d - h a r ml e s s "

c i t i e s , i s u r g e n t l y n e e d e d . Th a n k y o u f o r y o u r a t t e n t i o n .

S i n c e r e l y ,

Ca r r o l l i .

F r y (
Ci t y Ma n a g e r

CJ F / 1 1

En c l o s u r e
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COMMUNI TY DEVELOPMENT BLOCK GRANTS- - A CASE STUDY OF CARBONDALE, I LLI NOI S

( A HOLD- HARMLES S , NON- METROPOLI TAN CI TY)

Ami d s t t h e u p r o a r o v e r ma k i n g t h e Co mmu n i t y De v e l o p me n t Bl o c k Gr a n t

p r o g r a m wo r k mo r e e f f e c t i v e l y , s o me o n e h a s b e e n f o r g o t t e n . Th e l o we r i n c o me

r e s i d e n t s o f t h e n o n - me t r o p o l i t a n c i t i e s a r e b e i n g t o l d t h a t t h e y mu s t mo v e

t o t h e " b i g c i t y " i f t h e y a r e t o b e n e f i t f r o m t h e n a t i o n ' s c o mmu n i t y d e v e l o p -

me n t i n i t i a t i v e . Th e n a t i o n ' s l a r g e s t c i t i e s h a v e c o n v i n c e d t h e Co n g r e s s a n d

Ad mi n i s t r a t i o n t h a t t h e b i g c i t i e s h a v e b i g p r o b l e ms wh i c h c a n o n l y

b e s o l v e d wi t h F e d e r a l a s s i s t a n c e , a n d t h e y a r e r i g h t . Th e s e l a r g e c i t i e s

h a v e s h o wn t h a t b e i n g p h a s e d o u t o f h o l d- h a r ml e s s s t a t u s wo u l d l e a d t o

d i s a s t r o u s c u t s i n i mp r o v e me n t s a n d s e r v i c e s e s s e n t i a l t o t h e i r c o mmu n i t y

d e v e l o p me n t . Th e s o l u t i o n t h a t h a s b e e n f o u n d i s t o a d j u s t t h e e n t i t l e me n t

f o r mu l a s o t h a t t h e b i g c i t i e s b a s i c a l l y r e t a i n t h e i r h o l d - h a r ml e s s a mo u n t s

a s " e n t i t l e me n t " . Ho we v e r , n o s i mi l a r c o n s i d e r a t i o n h a s b e e n g i v e n t o t h e

s ma l l e r , n o n- me t r o p o l i t a n , h o l d- h a r ml e s s c i t i e s . Ma n y o f t h e s e s ma l l e r c i t i e s

h a v e b e e n d e s i g n a t e d b y E. D. A. a s e c o n o mi c g r o wt h c e n t e r s a n d ma ny h a v e d e mo n -

s t r a t e d t h e i r c a p a c i t y t o p e r f o r m e f f e c t i v e l y i n a c o mp r e h e n s i v e Co mmu n i t y

De v e l o p me n t p r o g r a m. Re g a r d l e s s o f t h e q u a l i t y o f t h e i r c o mmu n i t y d e v e l o p me n t

p r o g r a m o r t h e n e e d s o f t h e i r r e s i d e n t s , t h e s e s ma l l e r c i t i e s e f f e c t i v e l y a r e

b e i n g t h r o wn o u t o f t h e p r o g r a m. I t i s a s i f p o o r p e o p l e o n l y l i v e i n s t a n d a r d

me t r o p o l i t a n s t a t i s t i c a l a r e a s , o r i f t h e o n l y c i t i e s wi t h i n a d e q u a t e h o u s i n g

a n d p u b l i c f a c i l i t i e s h a v e p o p u l a t i o n s o v e r 5 0 , 0 0 0 .

On e h e a r s t a l k a b o u t n o n- me t r o p o l i t a n c i t i e s h a v i n g a c c e s s t o d i s c r e t i o n -

a r y b a l a n c e s . Bu t wh a t d o e s t h a t r e a l l y me a n ? I t me a n s n o h o p e f o r e n o u g h

mo n e y t o d o a c o mp r e h e n s i v e j o b i f y o u a r e a c i t y o r t o wn o f a n y s i z e wi t h

r e a l p r o b l e ms . I n I l l i n o i s , t h e ma x i mu m d i s c r e t i o n a r y c o mmu n i t y d e v e l o p me n t

b l o c k g r a n t h a s b e e n $ 5 0 0 , 0 0 0 . I f y o u a r e a s ma l l t o wn o f f o u r o r f i v e

8 6 - 0 8 5 0 - 7 7 - pt . 3 - 5 1
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t h o u s a n d p o p u l a t i o n a n d y o u n e e d a n e w wa t e r o r s e we r s y s t e m, ma y b e $ 5 0 0 , 0 0 0

wi l l d o t h e j o b f o r t h a t o n e i t e m. Bu t i t wi l l n o t p r o d u c e a n o n - g o i n g

c o mp r e h e n s i v e c o mmu n i t y d e v e l o p me n t p r o g r a m t h a t wi l l u p l i f t t h e c o mmu n i t y .

Li k e wi s e , i f a d i s c r e t i o n a r y g r a n t i s l i k e l y t o b e a o n e t i me d e a l ( mu c h

l i k e a n o l d t i me c a t e g o r i c a l g r a n t ) , t h e r e i s l i t t l e i n c e n t i v e t o d e v e l o p

a n d h a v e a n y e x p e c t a t i o n o f e x e c u t i n g a c o mp r e h e n s i v e c o mmu n i t y d e v e l o p me n t

p r o g r a m.

Wh a t t h e c u r r e n t h o l d - h a r ml e s s p h a s e o u t i g n o r e s i s t h a t t h e r e a r e

ma n y n o n - me t r o p o l i t a n c i t i e s b e t we e n t h e 5 0 , 0 0 0 p o p u l a t i o n mi n i mu m s i z e f o r

t h e b l o c k g r a n t e n t i t l e me n t a n d t h e 2 0 , 0 0 0 p o p u l a t i o n ma x i mu m s i z e f o r

Fa r me r s Ho me Ad mi n i s t r a t i o n a s s i s t a n c e t h a t n e e d a c o mp r e h e n s i v e o n - g o i n g

c o mmu n i t y d e v e l o p me n t p r o g r a m. A s i n g l e d i s c r e t i o n a r y g r a n t o f a f e w h u n d r e d

t h o u s a n d d o l l a r s i s g o i n g t o b e o f n o s i g n i f i c a n t l a s t i n g v a l u e t o t h e

s i z e o f c i t y j u s t d e s c r i b e d . Wh a t t h e s e c i t i e s n e e d i s a n a s s u r a n c e o f a

s u b s t a n t i a l i n f u s i o n o f a s s i s t a n c e o v e r a n e x t e n d e d p e r i o d o f t i me f o r a

c o mp r e h e n s i v e c o mmu n i t y d e v e l o p me n t e f f o r t . We a r e n o t t a l k i n g h e r e a b o u t

f u n d s f o r a n e x p a n d i n g , a f f l u e n t , s u b u r b a n a r e a ; we a r e t a l k i n g a b o u t

t y p i c a l Ame r i c a n c i t i e s wi t h a l a r g e p r o p o r t i o n o f t h e i r p o p u l a t i o n s p o o r l y

h o u s e d , l a c k i n g s t a n d a r d q u a l i t y p u b l i c s e r v i c e s a n d i mp r o v e me n t s , a n d

g e n e r a l l y s u f f e r i n g f r o m e c o n o mi c d e p r i v a t i o n .

I f o n e l o o k s t h r o u g h o u t t h e c o u n t r y , o n e f i n d s t h a t t h e s ma l l c i t i e s

t h a t h a v e t r i e d t o s o l v e t h e s e p r o b l e ms a r e t h e o n e s t h a t s e c u r e d c a t e g o r i c a l

g r a n t s t h a t i n t i me we r e f o l d e d i n t o t h e b l o c k g r a n t p r o g r a m. I n t h e s e

c i t i e s , t h e r e s i d e n t s h a v e c o me t o f e e l t h a t t h e r e i s h o p e o f p u l l i n g u p o u t

o f t h e s l u m a n d b l i g h t e d c o n d i t i o n s . Th e y h a v e s e e n t h e c o n c r e t e s t r e e t s i n

p l a c e o f mu d ; t h e y h a v e s e e n h o u s e s r e h a b i l i t a t e d a n d s h a c k s r e mo v e d , a n d i n



s o me c i t i e s t h e y h a v e g r o wn a c c u s t o me d t o a d e c e n t l e v e l o f p u b l i c s e r v i c e s .

Th e s e c i t i e s a r e o f t e n i n t h e h o l d- h a r ml e s s c a t e g o r y . Wh a t t h e i r r e s i d e n t s

a r e n o w b e i n g t o l d i s t h a t n e i g h b o r h o o d s i n t h e mi d s t o f r e n o v a t i o n wi l l b e

a b a n d o n e d a g a i n , t h a t s t r e e t s wi l l b e h a l f f i n i s h e d , a n d t h a t b a s i c p u b l i c

s e r v i c e s wi l l b e wi t h d r a wn . Al l t h i s me r e l y b e c a u s e t h e i r c i t y i s u n d e r

5 0 , 0 0 0 p o p u l a t i o n . Th i s ma y s e e m o v e r l y b l e a k a n d me l o d r a ma t i c , b u t

u n f o r t u n a t e l y i t i s t n i e .

I n t h e r e ma i n d e r o f t h i s p r e s e n t a t i o n I wa n t t o s h o w t h e i mp a c t o f

h o l d - h a r ml e s s p h a s e o u t i n Ca r b o n d a l e , I l l i n o i s .

Ca r b o n d a l e i s a r u r a l mi d we s t e r n c i t y o f 2 7 , 0 0 0 p o p u l a t i o n . Th e

n e a r e s t s u b s t a n t i a l me t r o p o l i s i s S t . Lo u i s , s o me 9 5 mi l e s t o t h e n o r t h we s t .

Ch i c a g o l i e s 3 5 0 mi l e s t o t h e n o r t h . I n ma n y wa y s Ca r b o n d a l e g r e w a s a r u r a l

s o u t h e r n c o mmu n i t y . Ho we v e r , a u n i v e r s i t y wi t h 2 0 , 0 0 0 e n r o l l me n t h a s b r o u g h t

a n a wa r e n e s s o f wh a t l i f e i s l i k e i n t h e " r e a l wo r l d " . Ca r b o n d a l e wa s

d e s i g n a t e d a s a g r o wt h c e n t e r b y E. D. A. Ca r b o n d a l e p a r t i c i p a t e d i n t h e Ur b a n

Re n e wa l , N. D. P . , a n d Mo d e l Ci t i e s p r o g r a ms .

Th e N. D. P. p r o g r a m wa s j u s t mo v i n g i n t o h i g h g e a r i n t h e l o w- i n c o me ,

mi n o r i t y n e i g h b o r h o o d wi t h a h o p e o f e x p a n d i n g t h e p r o g r a m i n t o a l o w- mo d e r a t e

i n c o me , o l d wh i t e n e i g h b o r h o o d wh e n t h e N. D. P . p r o g r a m e n d e d . Th e Mo d e l

Ci t i e s p r o g r a m b r o u g h t a n e i g h b o r h o o d f a c i l i t y a n d s o c i a l s e r v i c e p r o g r a m

t o t h e mi n o r i t y c o mmu n i t y a t a t i me o f g r e a t d e s p a i r . Wh e n t h e Co mmu n i t y

De v e l o p me n t Bl o c k Gr a n t p r o g r a m wa s i n s t i t u t e d , i t b r o u g h t t h e h o p e f o r

c o n t i n u i n g t h e p h y s i c a l , e c o n o mi c , a n d s o c i a l i mp r o v e me n t t o o u r c o mmu n i t y .

Bu t n o w we h e a r i t i s o v e r , j u s t a n o t h e r d r e a m.

At t a c h e d i s a t a b l e wh i c h i l l u s t r a t e s h o w Ca r b o n d a l e i s u s i n g c o mmu n i t y

d e v e l o p me n t b l o c k g r a n t f u n d s t o e f f e c t a c o mp r e h e n s i v e c o mmu n i t y d e v e l o p me n t
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p r o g r a m. Th i s p r o g r a m c o n s i s t s o f p u b l i c i n f r a s t r u c t u r e i mp r o v e me n t s ( s t r e e t s ,

wa t e r l i n e s , s t o r m s e we r s , s a n i t a r y s e we r s , a n d s i d e wa l k s ) , i mp r o v e me n t s

t o c o mmu n i t y f a c i l i t i e s ( s e n i o r c i t i z e n s c e n t e r a n d n e i g h b o r h o o d f a c i l i t y ) ,

h o u s i n g r e h a b i l i t a t i o n , c o d e e n f o r c e me n t , a n d s u p p o r t i v e s o c i a l s e r v i c e

p r o g r a ms . Th e c o mmu n i t y r e a l i z e d t h a t t h e r e a r e t h r e e c o mp o n e n t s t o a

s o u n d c o mmu n i t y r e d e v e l o p me n t e f f o r t : ( 1 ) p h y s i c a l i mp r o v e me n t s , ( 2 ) h o u s i n g

i mp r o v e me n t s , a n d ( 3 ) h u ma n i mp r o v e me n t . Th e c o mmu n i t y t h r o u g h i t s e l e c t e d

o f f i c i a l s a n d c i t i z e n p a r t i c i p a t i o n t o o k t h e o n e ma j o r r e s o u r c e a v a i l a b l e

f o r c o mmu n i t y d e v e l o p me n t ( t h e b l o c k g r a n t ) a n d p u t i t t o g o o d u s e .

I f o n e l o o k s a t t h e t a b l e , o n e c a n s e e t h a t i n t h e n e x t f e w y e a r s

Ca r b o n d a l e wi l l b e f a c e d wi t h a ma j o r ma n - ma d e d i s a s t e r . Th e t a b l e s h o ws

wh a t wi l l h a p p e n t o Ca r b o n d a l e a s t h e h o l d- h a r ml e s s p r o v i s i o n s a r e i mp l e me n t e d .

Wh e r e wi l l t h e f u n d s c o me f r o m t o r e p l a c e wo r n o u t s t r e e t s a n d

u t i l i t i e s i n t h e p o o r e r n e i g h b o r h o o d s ? S h a l l we u s e a s p e c i a l a s s e s s me n t

p r o c e d u r e a n d r a i s e t h e l o w- i n c o me r e s i d e n t s ' p r o p e r t y t a x e s ? We c a n ' t u s e

r e v e n u e s h a r i n g- - t h a t i s n e e d e d t o h e l p p a y f o r a U. S. E. P . A. r e q u i r e d 9

mi l l i o n d o l l a r wa s t e wa t e r t r e a t me n t p l a n t . Th e s a l e s t a x i s a t t h e s t a t u t o r y

ma x i mu m. St a t e l a w d o e s n o t a l l o w f o r a mu n i c i p a l i n c o me t a x . We c a n ' t

e x p e c t t h e Lo c a l P u b l i c Wo r k s Ca p i t a l De v e l o p me n t a n d I n v e s t me n t p r o g r a m t o

h e l p . Ev e n t h o u g h we h a d a 9 . 9 p e r c e n t u n e mp l o y me n t r a t e , n o n e o f t h e f i v e

L. P . W. a p p l i c a t i o n s s e n t t o E. D. A. we r e s e l e c t e d f o r f u n d i n g .

Ho w d o we c o n t i n u e h o u s i n g r e h a b i l i t a t i o n ? Th e v e r y p o o r c a n ' t p a y b a c k

l o a n s . Th e i r o n l y h o p e i s r e h a b i l i t a t i o n g r a n t s . Th e S e c t i o n 8 e x i s t i n g p r o g r a m

wo n ' t wo r k ( e x i s t i n g f a i r ma r k e t r e n t s s e t b y H. U. D. a r e a t l e s s t h a n h a l f



2639

o f r e a l ma r k e t r e n t s i n Ca r b o n d a l e ) . Th e r e a r e s o f e w Se c t i o n 8 n e w

c o n s t r u c t i o n u n i t s a l l o c a t e d f o r o u r a r e a , t h a t t h e y c a n ' t h o p e t o ma k e a

d e n t i n t h e n e e d . P u b l i c h o u s i n g h a s wa i t i n g l i s t s . Th e c o s t o f n e w

c o n s t r u c t i o n i s t o o h i g h f o r e v e n t h e mi d d l e i n c o me . An d we t e a r d o wn mo r e

o l d d i l a p i d a t e d h o u s e s e a c h y e a r t h a n a r e b u i l t n e w t h a t y e a r .

Wh e r e d o we f i n d t h e f u n d s f o r s u p p o r t i v e p u b l i c s e r v i c e s ? H. E. W. c l a i ms

t o n o t h a v e f u n d s t o h e l p wi t h o p e r a t i n g o u r n e i g h b o r h o o d f a c i l i t y ' s h e a l t h

c l i n i c . Ti t l e XX p r o v i d e s f u n d s f o r c h i l d c a r e f o r s o me c h i l d r e n , b u t t h e

Ci t y i s r e q u i r e d b y t h e S t a t e t o p u t u p t h e S t a t e ' s 2 5 % ma t c h . Ti t l e

XX r e g u l a t i o n s r u l e o u t ma n y c h i l d r e n wh o n e e d c h i l d c a r e s e r v i c e s . Th e r e

i s n o o t h e r s o u r c e o f f u n d s f o r t h o s e c h i l d r e n . C. E. T. A. h a s n o f u n d s f o r

t h e j o b t r a i n i n g p r o g r a ms we wa n t . 0 . M. B. E. a n d S . B. A. d o n ' t s e e m t o b e

a b l e t o h e l p wi t h o u r mi n o r i t y b u s i n e s s d e v e l o p me n t p r o g r a m. Th e Na t i o n a l

En d o wme n t f o r t h e Ar t s wa s a b l e t o g r a n t u s $ 5 , 0 0 0 f o r a n a r t s a n d c r a f t s

p r o g r a m f o r l o w i n c o me r e s i d e n t s , b u t t h e y c o u l d n ' t p r o v i d e t h e o t h e r $ 2 5 , 0 0 0

n e e d e d . Ol d e r Ame r i c a n ' s Ac t f u n d s h a r d l y me e t t h e n e e d a n d r e q u i r e a

s u b s t a n t i a l l o c a l ma t c h . No f e d e r a l a g e n c y c o u l d b e f o u n d t o a s s i s t wi t h

a l o w i n c o me y o u t h p r o g r a m a t a t i me wh e n l o c a l s c h o o l s a r e l a y i n g o f f

t e a c h e r s a n d e l i mi n a t i n g e x t r a - c u r r i c u l a r a c t i v i t i e s .

Th e o n e h o p e Ca r b o n d a l e h a s h a d wa s t o ma i n t a i n i t s h o l d h a r ml e s s

f u n d i n g l o n g e n o u g h t o g e t a t t h e p h y s i c a l , h o u s i n g , a n d h u ma n n e e d s o f i t s

l o w i n c o me r e s i d e n t s . By 1 9 8 0 t h e r e wi l l b e n o f u n d s f o r n e i g h b o r h o o d

s t r e e t i mp r o v e me n t s , n o s y s t e ma t i c c o d e e n f o r c e me n t , h o u s e s wi l l b e

a b a n d o n e d i n s t e a d o f r e h a b i l i t a t e d , p a r e n t s wi l l b e b a c k o n we l f a r e b e c a u s e

t h e r e i s n o c h i l d c a r e s o t h e y c a n wo r k , t h e s i c k wi l l g e t s i c k e r , a n d t h e
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n e i g h b o r h o o d s wi l l b e g i n t o d i e a g a i n . An d u n l e s s t h e d i s c r e t i o n a r y g r a n t

p r o g r a m i s r a d i c a l l y c h a n g e d , d i s c r e t i o n a r y g r a n t s wo n ' t h e l p t h a t mu c h .

Th e wa y t h e d i s c r e t i o n a r y g r a n t s a r e r a n k e d , a c o mp r e h e n s i v e p r o g r a m c a n ' t

g e t f u n d e d . On l y a f e w s e l e c t a c t i v i t i e s s t a n d a c h a n c e i n a g i v e n y e a r ,

a n d t h e r e i s n o a s s u r a n c e o f a l o n g t e r m p r o g r a m. Ne i g h b o r h o o d s wi l l a g a i n

b e i n a s t a t e o f d e s p a i r b e c a u s e o f t h e u n c e r t a i n t y . Th o s e wh o c a n g e t o u t ,

wi l l ; t h o s e wh o c a n ' t , wi l l s t a y a n d b e s t e p p e d o n a g a i n b y t h e s y s t e m.

P e r h a p s s o me p r o g r a m s t a t i s t i c s c a n b e t t e r i l l u s t r a t e t h e s i t u a t i o n

r a t h e r t h a n t h e d o l l a r a mo u n t s . I n t h e n o r t h e a s t n e i g h b o r h o o d , N. D. P . a n d

C. D. B. G. f u n d s wi l l h a v e r e b u i l t 3 5 b l o c k s o f s t r e e t s a n d i n f r a s t r u c t u r e

b y 1 9 7 9 ; h o we v e r , t h e r e r e ma i n 5 0 b l o c k s i n n e e d o f r e p l a c e me n t . I n t h e

n o r t h we s t n e i g h b o r h o o d o n l y 1 8 o f t h e 7 8 b l o c k s wi l l b e d o n e b y 1 9 7 9 . I n

t h e s o u t h c e n t r a l n e i g h b o r h o o d we wi l l n o t h a v e s t a r t e d o n t h e 4 0 b l o c k s o f

s t r e e t s i n n e e d o f r e b u i l d i n g ( We wa n t e d t o f i n i s h t h e n o r t h e a s t a n d n o r t h we s t

f i r s t . ) Un d e r mo s t s t r e e t s t h e wa t e r l i n e s a r e r u s t e d o u t a n d ma n y a r e o n l y

2 o r 4 i n c h e s i n s t e a d o f t h e mi n i ma l 6 i n c h e s r e q u i r e d t o d a y . S e we r l i n e s

a r e c r a c k e d . Cu r b s a n d g u t t e r s a n d s t o r m d r a i n s a r e n o n - e x i s t e n t o n mo s t

o f t h e s t r e e t s n e e d i n g r e p a i r . Th e s e a l l r e f l e c t t h e i n a d e q u a t e a n d wo r n

o u t i n f r a s t r u c t u r e i n t h e o l d e r p o r t i o n s o f a c i t y o v e r 1 2 5 y e a r s o l d .

Ou r Ho u s i n g As s i s t a n c e P l a n i d e n t i f i e s 3 7 5 o wn e r o c c u p i e d u n i t s a s

n e e d i n g a n d c a p a b l e o f r e h a b i l i t a t i o n . Ye t a t t h e c u r r e n t r a t e we a r e o n l y

r e a c h i n g 5 0 o f t h e m p e r y e a r . I t wi l l t a k e s e v e n mo r e y e a r s t o r e a c h t h e m

a n d b y t h e n o t h e r s wi l l b e i n n e e d o f r e h a b i l i t a t i o n . Co d e e n f o r c e me n t i s a

c o n s t a n t b a t t l e . By t h e t i me y o u ma k e i t t h r o u g h a l l t h e n e i g h b o r h o o d s , i t

i s t i me t o s t a r t o v e r . Th e r e a r e 1 5 0 0 h o u s i n g u n i t s e s t i ma t e d t o h a v e o n e o r

mo r e c o d e v i o l a t i o n s .
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Th e He a l t h Cl i n i c t r e a t e d a n a v e r a g e o f 4 3 7 l o w i n c o me p a t i e n t s

p e r mo n t h f o r t h e l a s t q u a r t e r o f 1 9 7 6 . Th e Ch i l d Ca r e Ce n t e r h a s a v e r a g e d

3 1 2 c h i l d r e n e n r o l l e d p e r mo n t h i n t h e p a s t y e a r . Th e y o u t h p r o g r a m

s e r v e s 8 0 0 l o w i n c o me y o u t h p e r y e a r . J u s t t h e i t e ms a b o v e s h o w t h a t a

d i s c r e t i o n a r y g r a n t o f $ 5 0 0 , 0 0 0 p e r y e a r wi l l c o me n o wh e r e n e a r t o

me e t i n g t h e c o mmu n i t y d e v e l o p me n t n e e d s o f Ca r b o n d a l e . At l e a s t wi t h a

h o l d- h a r ml e s s a mo u n t o f $ 2 , 5 0 0 , 0 0 0 we h a d a c h a n c e . No w i t f e e l s l i k e t h e

r o o f i s c a v i n g i n o n u s .

I n r e c e n t mo n t h s , Ca r b o n d a l e ' s u n e mp l o y me n t r a t e wa s 9 . 9 p e r c e n t . I f

t h e b l o c k g r a n t p r o g r a ms a r e e l i mi n a t e d d u e t o n o f u n d s , t h e n a s ma n y a s

1 1 6 p e r s o n s wh o a r e n o w e mp l o y e d ma y b e c o me u n e mp l o y e d . Th e s e 1 1 6 p e r s o n s

d o n o t i n c l u d e p e o p l e wh o a r e i n C. D. B. G. f u n d e d c o n s t r u c t i o n j o b s . P l a c i n g

1 1 6 p e r s o n s o u t o f wo r k wi l l r a i s e Ca r b o n d a l e ' s u n e mp l o y me n t r a t e f r o m 9 . 9

p e r c e n t t o o v e r 1 0 . 9 p e r c e n t , a t a t i me wh e n t h e F e d e r a l g o v e r n me n t i s

t r y i n g t o s t i mu l a t e mo r e j o b s . Ma n y o f t h o s e wh o wi l l b e c o me u n e mp l o y e d

we r e r e s c u e d f r o m u n e mp l o y me n t b y t h e Bl o c k Gr a n t p r o g r a m a n d i t s p r e d e c e s s o r s .

Ma n y a r e f e ma l e h e a d s - o f - h o u s e h o l d , a n d mo s t a r e Bl a c k .

We u r g e n t l y n e e d a c o n t i n u a t i o n o f t h e Co mmu n i t y De v e l o p me n t Bl o c k

Gr a n t h o l d - h a r ml e s s f u n d i n g f o r c i t i e s l i k e Ca r b o n d a l e . Wi t h o u t i t , t h e

g o v e r n me n t i s t e l l i n g i t s s ma l l c i t y , r u r a l , p o o r c i t i z e n s t h a t t h e i r f u t u r e

i s h o p e l e s s . H. U. D. l i s t e n e d t o t h e p l i g h t o f t h e l a r g e c i t i e s a n d f o u n d

a wa y t o a c c o mmo d a t e t h e m b y a d j u s t i n g t h e e n t i t l e me n t f o r mu l a . We n e e d

t h e F e d e r a l g o v e r n me n t t o b e a s a wa r e o f o u r p l i g h t a n d f i n d a wa y t o

a c c o mmo d a t e o u r s i t u a t i o n .

Ho p e f u l l y t h e v i e w p o i n t s c o n t a i n e d i n t h i s p r e s e n t a t i o n wi l l b e h e l p f u l .

I f we c a n a n s we r a n y q u e s t i o n s , f e e l f r e e t o c o n t a c t u s a t Ci t y Ha l l ,

Ca r b o n d a l e , I l l i n o i s 6 2 9 0 1 , p h o n e : ( 6 1 8 ) 5 4 9 - 5 3 0 2 .
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CARBONDALE, I LLI NOI S : ALLOCATI ONS OF COMMUNI TY
DEVELOP MENT BLOCK GRANT F UNDS

P ROGRAM 1 9 7 5 * 1 9 7 6 *

Y E A R

1 9 7 7 * 1 9 7 8 1 9 7 9 1 9 8 0

( I n Th o u s a n d s o f Do l l a r s )

Op e n S p a c e 2 5 2 0 2 6 0 0 0

N. E. Ne i g h b o r h o o d S t r e e t s a n d 3 8 4 6 8 2 4 2 3 0 0 1 7 0 0

I n f r a s t r u c t u r e

N. W. Ne i g h b o r h o o d S t r e e t s a n d

I n f r a s t r u c t u r e 2 7 8 8 3 5 7 2 4 3 0 2 1 6 9 0

S t o r m Dr a i n a g e P r o j e c t s 1 6 9 0 0 0 0 0

Mi s c . Mi n o r P u b l i c Wo r k s P r o j e c t s 1 0 2 1 0 0 0

N. D. P . Cl o s e o u t 2 3 9 0 0 0 0 0

Co d e En f o r c e me n t 7 4 7 0 6 9 3 5 0 0

Ho u s i n g Re h a b i l i t a t i o n 3 1 6 3 4 7 3 1 4 2 0 0 0 0

Ho u s i n g P r o mo t i o n a n d An a l y s i s 2 1 1 9 1 6 0 0 0

Ne i g h b o r h o o d F a c i l i t y I mp r o v e me n t s 0 4 8 0 0 0

Re n o v a t e S e n i o r Ci t i z e n s Ce n t e r 5 5 0 0 0 0 0

Tr a f f i c S a f e t y De v i c e s f o r Bl i n d 3 0 0 0 0 0

Co mp r e h e n s i v e He a l t h Cl i n i c 2 1 3 2 6 1 2 8 1 2 1 1 1 0 0 0

Co mp r e h e n s i v e Ch i l d Ca r e 2 0 0 2 4 0 2 3 3 1 9 5 8 1 0

S e n i o r Ci t i z e n s P r o g r a m 1 3 2 8 2 6 1 5 0 0

Mo n e y a n d Ho u s i n g Ma n a g e me n t

Co u n s e l l i n g 3 1 0 2 3 1 5 0 0

Mi n o r i t y Bu s i n e s s De v e l o p me n t 4 6 5 0 4 0 0 0 0

J o b Tr a i n i n g Ac t i v i t i e s 9 5 1 0 5 8 8 0 0 0

Mi s c . P u b l i c S e r v i c e s ( Yo u t h , Ar t s
a n d Cr a f t s , S o c i a l S e r v i c e S u p p o r t ,

Wo me n ' s P r o g r a m, Eq u a l Op p o r t u n i t y
P r o g r a m, e t c . ) 4 0 0 0 0 0 0

Ec o n o mi c De v e l o p me n t 4 0 0 0 0 0 0

Co mmu n i t y De v e l o p me n t P l a n n i n g 7 9 0 0 0 0 0

P r o g r a m Ad mi n i s t r a t i o n 3 6 6 4 3 1 3 8 8 2 2 5 9 2 0

Co n t i n g e n c i e s a n d Lo c a l Op t i o n 1 4 1 1 1 6 1 1 7. 0 0 0

TOTALS 2 9 3 0 2 7 1 5 2 7 0 9 * * 1 5 1 3 6 1 3 0

* Ap p l i c a t i o n a mo u n t s s h o wn , n o t a c t u a l e x p e n d i t u r e s .
* * I n c l u d e s $ 1 5 3 , 0 0 0 r e p r o g r a mme d p r i o r y e a r f u n d s a n d $ 7 1 , 0 0 0 s u r p l u s f r o m

u r b a n r e n e wa l s e t t l e me n t . Ac t u a l h o l d - h a r ml e s s l e v e l i s $ 2 , 5 0 0 , 0 0 0 .

.
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CI TY OF NE W LONDON,
Ne w Lond on, Conn. , Ma r c h 4, 1977.

Re Co mmu n i t y De ve l opme nt Pr og r a m.
Ho n . HENRY S. REUSS,
Cha i r ma n, Ho u s e of Ba nki ng, Fi na nc e a n d Ur b a n Af f ai r s Commi t t e e , Ho u s e of

Repr es ent at i ves , Wa s hi ngt on, D. C.
DEAR CHAI RMAN REUSS : At t he di r ect i on of Ma y o r Ugucc i oni a n d Ci t y Ma n -

age r Dr i scol l , I a m encl os i ng a c opy of a r ecent s uppl e me nt t o t he " Ne w Lo n do n
Da y " whi c h descr i bes t he act i vi t i es conduc t ed by t he Co mmu n i t y De ve l opme nt
Pr o g r a m i n t he Ci t y of Ne w London. As Congr es s begi ns i t s r eaut hor i zat i on
hear i ngs on t hi s l egi s l at i on, I woul d l i ke t o br i ng t o your at t ent i on t he ver y
si gni f i cant i mpa c t of t he Co mmu n i t y De ve l opme nt Pr o g r a m up on t hi s
c ommuni t y . Ne w Lo n d o n i s a s mal l ci t y wi t h a geogr aphi c a r e a of 6. 2 s qua r e
mi l es a n d a popul at i on of 31, 000. Ho we ve r , a s i s t he cas e i n ma n y s mal l ci t i es i n
t he Nor t heas t , i t ser vi ces a r egi on of appr oxi ma t e l y 225, 000 peopl e whos e l i f e
st yl e a n d wel f ar e a r e t i ed t o t he ma i nt e na nc e of Ne w Lo n do n a s a vi abl e ur ba n
cent er .

Th e Co mmu n i t y De ve l opme nt l egi s l at i on a s cur r ent l y wr i t t en, wi l l de ny t he
Ci t y of Ne w Lo n do n f ut ur e f undi ng unde r t he bl ock gr a nt pr ogr a m a s a mi n i mu m
popul at i on of 50, 000 wa s es t abl i shed f or t he f or mul a gr ant s unde r t he pr ogr a m.
Thi s as pect of t he l egi sl at i on af f ect s appr oxi ma t e l y 790 c ommuni t i e s cur r ent l y
par t i ci pat i ng i n t he pr ogr a m a n d ma n y of t hese a r e f r o m t he Nor t heas t whe r e
hi s t or i c de ve l opme nt pat t er ns ha ve t ended t o pr oduce s mal l er uni t s of l ocal
gove r nment . Th e dua l f or mul a be i ng pr opos ed st i l l el i mi nat es t he s mal l ci t y f r o m
guar a nt eed f undi ng but does addr es s t he equi t y ques t i ons of l ar ge ci t i es.

To i l l ust r at e t he s er i ous pr obl ems t ha t ci t i es l i ke Ne w Lo n do n f ace, at t acked
ar e t wo headl i nes f r o m " Th e Da y " of Ma r c h 1, 1977. Th e l ack of t ax bas e i n Ne w
Lo n d o n a n d t he s ur pl us of t a x bas e i n t he abut t i ng To wn of Wa t e r f or d we r e
bot h pr oduc ed b y f act or s out s i de t he cont r ol of ei t her c ommuni t y . Wi t hout f ed-
er al ef f or t t o equal i ze r evenue s our ces t o di s t r essed ur ba n c ommuni t i e s r egar d-
l es s of popul at i on si ze, h o w c a n t he depl et ed l ocal t a x bas e be expect ed t o pr o-
vi de ser vi ces t o l ocal ci t i zens, a s wel l as , c omb a t det er i or at i on a n d s t i mul at e
e c onomi c r evi t al i zat i on?

Ne w Lon d o n i n c ompa r i s on t o ot her s i mi l ar ci t i es, ha s been f or t unat e i n r ecei v-
i ng a l ar ge Co mmu n i t y De ve l opme nt hol d ha r ml e s s al l ocat i on. Ho we ve r , i n r el a-
t i on t o t he ma gni t ude of l ocal pr obl ems t hi s al l ocat i on i s not out of scal e. I ur ge
you t o s uppor t a f ul l t hr ee year ext ens i on of t he cur r ent hol d ha r ml e s s l evel s
f or s mal l ci t i es.

f Th e mat er i al f r o m t he " Ne w Lo n d o n Da y " ment i one d i s r et ai ned i n t he fi l es
of t he s ubcommi t t ee . ]

CONGRESS OF THE UNI TED STATES,
HOUSE OF REPRESENTATI VES,

Wa s hi ngt on, D. C. , Ma r c h 28, 1977.

Honor a bl e THOMAS L. ASHLEY,
Subc ommi t t e e o n Hou s i ng a nd Co mmu n i t y De ve l opme nt , Commi t t e e o n Ba nki ng,

Fi na nc e a nd Ur ba n Af f ai r s , Wa s hi ngt on, D. C.
DEAR CHAI RMAN ASHLEY: Enc l os ed a r e copi es of l et t er s f r o m c ommuni t i e a i n

my Congr es s i ona l Di st r i ct t ha t wi l l be af f ect ed by Sect i on 106 ( h ) ( 2 ) of t he
Hous i ng a n d Co mmu n i t y De ve l opme nt Ac t of 1974, a pr ovi s i on t ha t wi l l , a s
you k n o w, pha s e out over t he ne xt t wo year s f undi ng of " hol d ha r ml es s " c om-
muni t i es .

I a m f or wa r di ng t hese l et t er s t o you i n or de r t ha t t hey ma y be i nel uded i n
t he s ubcommi t t ee ' s cons i der at i on of t he Car t e r Admi ni s t r at i on' s pr opos al s o n
t hi s subj ect .

Wi t h bes t wi s hes , I a m
Ve r y s i ncer el y your s ,

J OSEPH S. AMMERMAN,
Me mb e r of Congr es s .



2644

CI TY OF FRANKLI N,
Ve na ng o Count y, Pa. , Ma r c h 18, 1977.

Congr e s s ma n J OSEPH S. AMMERMAN,
Long wo r t h Ho u s e Of f i ce Bui l di ng,
Wa s hi ngt on, D. C.

DEAR CONGRESSMAN AMME RMAN: We , t he offi ci al s of Fr ankl i n, a r e wr i t i ng t o
ur ge you t o do al l i n your p owe r t o as s ur e t he pas s age of t ha t pa r t of H. R. 1522
whi c h cal l s f or t he del et i on of s ubsect i on 106( h) ( 2 ) of t he Hous i ng a n d Co m-
muni t y De ve l opme nt Ac t of 1974. We as k you t o cont act your col l egues o n t hi s
mat t e r a n d obt ai n a c o mmi t me n t of s uppor t f r o m t he m.

I n Fr ankl i n, we a r e n o w f aci ng t he r educt i on a n d event ual end, wi t hi n a f e w
year s , of al l Co mmu n i t y De ve l opme nt Bl oc k Gr a nt Funds . We under s t a nd t ha t
pr oops al s a r e be i ng pr epar ed whi c h woul d r esul t i n i ncr eas ed f undi ng f or ma n y
of t he l ar ger ci t i es, but t hos e of us l i vi ng i n s mal l er c ommuni t i e s a r e al so f aci ng
cr i t i cal soci al , e c onomi c a n d envi r onme nt a l pr obl ems . Fr ankl i n ha s benef i t ed
gr eat l y f r o m t he i nf l ux of Co mmu n i t y De ve l opme nt f unds i nt o t he ci t y, a n d ha s
be en abl e t o ma k e gr eat s t r i des i n s uch a r eas a s r ecr eat i on, wa t e r a n d s e wa ge ;
but mu c h wo r k st i l l r e ma i ns t o be accompl i s hed.

Shoul d t he Co mmu n i t y De ve l opme nt f unds end, c ommuni t i e s l i ke Fr ankl i n,
whi c h ha ve popul at i ons of f e we r t ha n 50, 000 peopl e, wi l l be f or ced t o r el y o n
di scr et i onar y f undi ng. Thi s t ype of f undi ng i s not r el i abl e becaus e i t i s basi cal l y
des i gned f or s hor t t e r m pr oj ect s or s i ngl e pur pos e act i vi t i es; wi t hout t he pr e-
di ct abi l i t y of l ong- t e r m f undi ng, t her e c a n be n o l ong- t e r m pl anni ng a n d i m-
pr ovement s .

Unt i l a n a nnua l ent i t l ement s ys t e m f or al l s ma l l ci t i es wi t h cr i t i cal ne e ds i s
pr opos ed a n d adopt ed, t he onl y cour s e of act i on whi c h wi l l pr ovi de s o me r el i ef
t o s mal l e r ci t i es i s t he cont i nuat i on of hol d- har ml es s f or t he 750 s ma l l c o mmu n i -
t i es wi t h pr i or Co mmu n i t y De ve l opme nt exper i ence. We under s t a nd t ha t f ul l
f undi ng at 1977 l evel s f or t hes e ci t i es woul d not r esul t i n i ncr eas ed budge t r e-
ques t s f r o m HUD, nor woul d s uc h f undi ng af f ect t hos e f unds e a r ma r ke d f or l ar ge
ci t i es or ur ba n count i es .

Ther e f or e we as k aga i n t ha t you s uppor t a n d ur ge ot her s t o s uppor t t he pas -
s a ge of H. R. 1522 t o pr es er ve our hol d- har ml es s f undi ng.

Th a n k you ver y mu c h.
Ve r y t r ul y your s ,

WALTER MORRI S,
NORMAN BARTHEN,
PETER GLAUBACH,
ROBERT FI NCH,
ROBERT OLSON,
KI M LYTTLE,

Me mb e r s of Ci t y Counci l .

Pa s s e d a t t he Re gul a r Me et i ng of Counci l on Ma r c h 7, 1977.

REDEVELOPMENT AUTHORI TY OF THE CI TY OF FRANKLI N,
Fr ankl i n, Pa. , Ma r c h 17, 1977.

Congr e s s ma n J OSEPH S. AMMERMAN,
Long wo r t h Ho u s e Of f i ce Bui l di ng,
Wa s hi ngt on, D. C.

DEAR CONGRESSMAN AMMERMAN: The r e a r e 750 s mal l er ur ba n pl aces wi t h
pr i or pr ogr a m exper i ence whi c h a r e n o w f aced wi t h r educt i on i n t hei r " hol d
ha r ml es s " f undi ng unde r t he Hous i ng a n d Co mmu n i t y De ve l opme nt Ac t of 1974.
I r ef er speci f i cal l y t o Subs ect i on 106 ( h ) ( 2 ) of t he Ac t whi c h, i n es sence, r educes
t he a nnua l ent i t l ement t o 2/ 3 i n f i scal year ' 78. 1/3 i n f i scal year ' 79 a n d $ 0 i n 1980.
The s e s ma l l t owns , unde r 50, 000, cons t i t ut e 7 5 % of t he t ot al c ommuni t i e s i nvol ved
I n f or me d H U D pr ogr a ms bef or e t hey we r e cons ol i dat ed i n t he Co mmu n i t y De -
ve l opme nt Bl oc k Gr a nt Pr o g r a m i n Augus t of 1974.

Th e di scr et i onar y f undi ng s ys t e m wi l l be t he onl y me t ho d l ef t f or t hese c o m-
muni t i es t o obt ai n f ut ur e Co mmu n i t y De ve l opme nt Bl ock Gr ant s . The r e i s n o
pr edi ct abi l i t y i n t he di s cr et i onar y f undi ng s ys t e m f or pr ogr a ms wi t h l ong- t er m
appl i cat i ons s uch as we ha ve pl anned i n t he Ci t y of Fr ankl i n.

On e cour s e of act i on t ha t woul d pr o,-i de s o me r el i ef i s t o cont i nue " hol d h a r m-
l es s " f or s ma l l ci t i es wi t h pr i or pr ogr a m exper i ence. The s e 75 0 ci t i es we r e act i ve
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wi t h H U D pr i or t o t he Hous i ng a n d Co mmu n i t y De ve l opme nt Ac t of 1974, a n d
t hey we r e wi l l i ng t o par t i ci pat e wh e n gr ant s we r e onl y 7 5 % of cost s .

On J a nua r y 6, 1977, H. R. 1522 wa s i nt r oduced i n t he Hous e , whi c h wo ul d pr e-
ve nt t he s t at ut or y r educt i on i n f undi ng f or bot h l ar ge a n d s mal l ci t i es. An i den-
t i cal bi l l , H. R. 2638, wa s i nt r oduced on J a nua r y 27, 1977, a ddi ng 1 9 addi t i onal
sponsor s . On Fe br ua r y 24, 1977, Se na t e Bi l l S. 801 wa s i nt r oduced by Sena t or s
Mc I nt yr e a n d Br ooke . Bot h Ho u s e Bi l l H. R. 1522 a n d Se na t e Bi l l S. 801, i n
eff ect , cal l f or del et i on of Subs ect i on 1 06( h) ( 2 ) a s i ncl uded i n t he Hous i ng a n d
Co mmu n i t y De ve l opme nt Ac t of 1974.

I s t r ongl y ur ge t ha t you s uppor t Ho u s e Bi l l H. R. 1522 s o t ha t s ma l l ci t i es
s uc h a s t he Ci t y of Fr ankl i n ma y pl an a nd cont i nue wi t h vi abl e on- goi ng pr o-
g r a ms unde r t he Co mmu n i t y De ve l opme nt Bl ock Gr a nt Pr o gr a m.

Si ncer el y your s ,
J AMES F. PANKRATZ, Cha i r ma n.

CI TY OF LOCK HAVEN,
Lo ok Ha v e n , Pa. , Ma r c h 2, 1977.

Congr e s s ma n J OSEPH S. AMMERMAN,
Longwor t h Ho u s e Of f i ce Bui l di ng,
Wa s hi ngt on,

DEAR CONGRESSMAN AMME RMAN : Yo u r s uppor t of H. R. 1522 i s ur ged. As you
ar e pr obabl y a wa r e t ha t Sect i on 106( h) 2 of t he Hous i ng a n d Co mmu n i t y Devel op-
me n t Ac t of 1974 i f l ef t unc ha nge d, wi l l caus e t he pha s e out of hol d- har ml es s
f unds f or t he Ci t y of Loc k Ha v e n by r ecei vi ng Ws of our pr es ent $122, 000 a mo u n t
i n 1978, 1/ 3 i n 1979 a n d zer o dol l ar s i n 1980. H. R. 1522 woul d cal l f or s t r i ki ng
s ubsect i on 106 ( h ) 2 a n d t hus r et ai n as s ur ed a nnua l f undi ng f or s ma l l muni ci pal -
i t i es s uc h a s Loc k Ha v e n ( s ee a t t ached l i st ) . As you c a n s ee f r o m t he encl os ed
cor r es pondence t he t ot al budge t i mpl i cat i on i s r el at i vel y mi nor .

Pl eas e cont act your col l eagues i n t he Se na t e Subc ommi t t e e on Hous i ng a n d
Ur b a n Af f ai r s a n d t he Ho u s e Subc ommi t t e e on Hous i ng a n d Co mmu n i t y Deve l op-
me n t t o s uppor t pas s age of H. R. 1522 a s i t appl i es t o s ma l l muni ci pal i t i es . Ov e r
750 t o wn s a r e s i mi l ar l y af f ect ed t hr oughout t he count r y.

Th e Ci t y of Loc k Ha v e n ha s us ed t hi s mo n e y f or wor t hy c o mmu ni t y devel op-
me n t pr oj ect s but mu c h r e ma i ns t o be done . Wi t h out a f ul l r ei ns t at ement of our
pr es ent al l ocat i on ma n y nee ded a n d essent i al pr oj ect s wi l l go unf unde d. Th u s
your hel p i s vi t al i n s uppor t i ng pas s age of H. R. 1522.

Si ncer el y,
J EFFREY A. ROUSH,

Ci t y Pl anner .

HOLD—HARMLESS COMMUNI TI ES

PENNSYLVANI A
SMSA —Pi t t sbur gh:

22 Washi ngt on 952 025 Al i qui ppa 239 0
25 Ambr i dge 390 021 Arnol d 234 020 Braddock 78 018 Carnegi e 571 022 Charleroi 30 020 Clai rton 46 022 Donor a 392 020 Duquesne 128 020 Homest ead 358 018 McKees Rock 53 025 NewBri ght on 111 021 New Kensi ngt on 203 014 Pi t t sburgh CC 16, 429 9, 150
20 Ranki n 93 021 Scot t dal e 89 021 Vandergri ft 41 014 Wi l ki nsburg 642 020 Wi l merdi ng 592 0

McKeespor t 116 0SMSA —Readi ng:
6 Boyer t own 873 06 Readi ng CC 4, 186 1, 237SMSA —Wi l l i amspor t :

17 Wi l l i amspor t CC 1, 080 636
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HOLD—HARMLESS COMMUNI TI ES —Cont i nued

SMSA —Yor k:
19 York CC

Nonmet r o areas 1, 234
15, 561

862
16, 873

25 Bul l er
173 023 Frankl i n
831 024 Gr ove Ci ty
30 016 Lebanon

1, 390 010 Mansfi el d
146 025 Ne w Cast l e

3, 292 017 Sunbur y
977 024 Titosvil le
388 012 Apol l o
41 023 Bradford

1, 325 022 Brownsvi l l e
367 09 Chamber sbur g
41 023 Clarion

119 06 Coal &l e
16 011 Danvi l l e

143 012 Freeport
302 012 Ki t t anni ng
117 023 Lock Haven
122 022 Masont own
455 024 Meadvi l l e
299 017 Mi l t on
922 023 Oil Ci ty
706 06 Pot tsville
929 012 Punxsut awney
311 06 Schuyl ki l l Haven
88 017 Shamoki n

811 024 Shar on
600 024 Sharpsvi l l e
320 06 Tamaqua
300 0Pennsyl vani a s ummar y:

Met r o C/ CC ( 16)
122, 078 58, 090Ot her ( 52)
21, 599 0Nonmet r o ( 29)
15, 561 0

Tot al ( 97)
159, 238 58, 009

CI TY MANAGER' S OFFI CE, CI TY OF FRANKLI N,
Fr ankl i n, Pa . , Fe br ua r y 24, 1977.

Congr e s s ma n J OSEPH S. AMMERMAN,
La n gwor t h Ho u s e Off i ce Bui l di ng,
-Was hi ngt on, D. C.

DEAR CONGRESSMAN AMMERMAN : I t ha s c o me t o my at t ent i on t ha t H. R. 1522
wa s i nt r oduced o n J a nua r y 6, 1977. Thi s Bi l l woul d pr event t he pha s e out of hol d-
har ml es s c ommuni t i e s unde r t he Co mmu n i t y De ve l opme nt Bl oc k Gr a nt Fund i ng
Pr ogr a m. As you wel l k n o w, t he exi s t i ng l a w i ndi cat es t ha t t hese hol d- har ml es s
c ommuni t i es , s uc h as Fr a nkl i n a r e t o be pha s e d out of t he f undi ng begi nni ng i n
1978.

Th e hol d- har ml es s pr ovi s i ons of t he Co mmu n i t y De ve l opme nt Bl oc k Gr a n t Pr o-
g r a m ha s been ext r emel y benef i ci al t o t he Ci t y of Fr ankl i n. Be c a us e of t he Co m-
muni t y De ve l opme nt Bl oc k Gr ant , hol d- har ml es s pr ovi s i ons , t he Ci t y ha s been
abl e t o pl an i t s act i vi t i es, acces s i t s needs a n d begi n t o sol ve i t s pr obl ems .

We ha ve , I bel i eve, us e d t he mo n e y wi sel y i n pi cki ng t he pr i or i t i es whi c h t he
c o mmu ni t y l eader s of t he Ci t y f el t nee de d t o be del t wi t h.

We a r e us i ng t he mo n e y t o hel p upgr a de our wa t e r s ys t em, pr ovi de s ani t ar y
s e we r s t o a l o w t o mi ddl e i nc ome ne i ghbor hood, pur cha s e a pl a ygr ound a n d
e qui pment , pr ovi de r ehabi t at i on t o det er i or at i ng hous i ng, cons t r uct a n acces s
r oa d a n d r ehabi l i t at e t he Li br a r y, et c. Wi t hout t hi s mo n e y t hese pr obl e ms coul d
not ha ve be en sol ved.

woul d ur ge your s uppor t f or H. R. 1522, a n d par t i cul ar l y t he por t i on of t he
Bi l l whi c h s t r i kes s ubs ect i on 10 6( h) ( 2 ) of t he Hous i ng a nd Co mmu n i t y De ve l op=
me n t Ac t of 1974. I woul d a s k t ha t you t al k wi t h your col l eagues i n t he Ho u s e
Subc ommi t t e e on Hous i ng a n d Co mmu n i t y De ve l opme nt a n d a s k f or t hei r s uppor t
al so.

Tha n k i n g you i n a dva nc e f or your cooper at i on.
Ve r y t r ul y your s ,

WI LLI AM P. B17CHANAN,
Ci t y Ma na ge r .
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OFFI CE OF THE MAYOR, CI TY OF WASHI NGTON,
Was hi ngt on, Pa. , Ma r c h 8, 1977.

Re H. R. 1522, H. R. 2638, S. 801, Hol d- Har ml es s Fundi ng Pr ovi s i ons , Hous i ng
a nd Co mmu n i t y De ve l opment Ac t of 1974.

Ho n . J OSEPH S. AMMERMAN,
Ho u s e of Repr es ent at i ves ,
Hou s e Of f i ce Bui l di ng,
Was hi ngt on, D. C.

DEAR CONGRESSMAN AMMERMAN: As you ar e awa r e , t he t wo Ho u s e Bi l l s a nd
Sena t e Bi l l r ef er enced a bove ha ve been i nt r oduced r ecent l y, cal l i ng f or t he r e-
mova l of Hol d Ha r ml e s s phas e- out pr ovi s i ons of t he Hous i ng a nd Co mmu n i t y
De ve l opme nt Ac t of 1974. Thi s wi l l a l l ow communi t i e s under 50, 000 popul at i on
acr os s t he Nat i on t o cont i nue t o r ecei ve i ni t i al Hol d Ha r ml e s s f undi ng l evel s.

Be i ng a Ma y o r of one s uch c ommuni t y, a nd desi r i ng t o cont i nue t o r ecei ve ful l
c ommuni t y deve l opment f undi ng, I ha ve cal l ed a meet i ng of Ma yor s a n d ot her
Chi ef Execut i ve Of f i cer s of communi t i e s acr os s t he Count r y af f ect ed by t he
pr es ent phas e- out l anguage i n t he Act . Th e mee t i ng i s s chedul ed t o be hel d dur i ng
t he Congr es s i onal- Ci t y Conf er ence of t he Nat i onal Le a gue of Ci t i es on Ma r c h 6,
1977, a t t he Was hi ngt on, D. C. , Hi l t on Hot el , bet ween 3 a nd 5 P. M. i n- t he Ter -
r ace Level Cons er vat or y. We woul d gr eat l y appr eci at e your at t endi ng a nd your
s uppor t of t he Hous e a nd Sena t e Bi l l s neces s ar y t o cont i nue i ni t i al Hol d Ha r m-
l ess f undi ng l evel s under t he Act .

I t i s cr i t i cal t o al l s mal l er communi t i e s t hr oughout t he Na t i on t o cont i nue t o
r ecei ve t he cur r ent l evel of f undi ng i f we ar e t o achi eve our goal s of a bal anced
l ocal c ommuni t y deve l opment pr ogr am.

Pl eas e ma k e ever y ef f or t t o per sonal l y at t end t hi s mos t i mpor t ant meet i ng.
Si ncer el y,

MI CHAEL E. J OHNS, Ma yor .

CI TY OF BRADFORD,
Br adf or d, Pa. , J a nua r y 11, 1977.

Repr es ent at i ve J OSEPH AMMERMAN,
Ra y bur n Of f i ce Bui l di ng,
Wa s hi ngt on, D. C.

DEAR CONGRESSMAN AMMERMAN: Unde r t he pr es ent pr ovi s i ons of t he Hous -
i ng a nd Co mmun i t y De ve l opme nt Ac t of 1974 t he s o cal l ed " hol d har ml es s " c om-
muni t i es wi l l l ose one- t hi r d of t he Co mmu ni t y De ve l opme nt Bl ock Gr a nt f unds
i n 1978, t wo- t hi r ds i n 1979, a nd al l of i t i n f i scal year 1980. I f t hi s pr ovi s i on re-
ma i ns i n t he Act , t he Ci t y of Br a ndf or d wi l l s t and t o l ose $2, 651, 000 i n Co m-
muni t y De ve l opme nt f unds over t he next t hr ee year s .

I t i s our under s t andi ng t hat aut hor i zat i on l evel s f or t he Co mmun i t y Devel op-
me nt Pr ogr a m wi l l be agr eed upon as par t of t he budget i ng pr oces s by t he Con-
gr ess i onal Subcommi t t ee by Ma y 15, 1977. Th e Ci t y of Br adf or d' s l evel of Co m-
muni t y De ve l opment f undi ng, a s wel l a s over 200 l ar ge ci t i es a nd ove r 700 s mal l er
ones , wi l l be si gni f i cant l y af f ect ed by t he magni t ude of t he f undi ng aut hor i zat i on.

We r ecogni ze t hat l i mi t ed r es our ces ar e avai l abl e a nd t hat t o ma i nt ai n our
pr es ent l evel of f undi ng wi l l be t o pr event i ncr eases el s ewher e. Howe ve r , i n vi ew
of t he t r eme ndous need t o pr es er ve and/ or i ncr ease t he vi t al i t y of our ur ban
popul at i on cent er s we s t r ongl y r e c o mme n d t hat you cons i der s uppor t of t he fol -
l owi ng: One , pos t pone or el i mi nat e t he pr es ent s chedul ed r educt i on of f undi ng
l evel s f or " hol d har ml es s " communi t i e s f or a t l east t hr ee f i scal year s a nd Two ,
I ncr eas e t he annua l aut hor i zat i on l evel f or t he Co mmu n i t y De ve l opme nt Bl ock
Gr a nt Pr ogr a m by 10 per cent . An i ncr eas e of t hi s a mo u n t wi l l enabl e Congr es s
t o cont i nue f undi ng of " hol d ha r ml es s " a nd ent i t l ement communi t i e s a s wel l a s
per mi t t i ng a n i ncr ease i n f unds avai l abl e t hr ough Co mmu ni t y De ve l opme nt Di s -
cr et i onar y Gr ant s .

I f you wi s h t o di scuss t hi s si t uat i on, pl eas e cont act Ma y o r Moor e a t your
conveni ence.

Si ncer el y,
MAXWELL S. MOORE, Ma yor .
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CI TY OF OI L CI TY,
BUREAU OF COMMUNI TY DEVELOPMENT,

Oi l Ci t y, Pa. , Fe br ua r y 14, 1977.
Ho n . J OSEPH AMMES MAN,
Long wor t h Ho u s e Of f i ce Bui l di ng,
Wa s hi ngt on, D. C.

DEAR CONGRESSMAN AMMERMAN : We ha ve r ecent l y been advi s ed t ha t a di r e
s i t uat i on exi s t s f or t owns unde r 50, 000 i n popul at i on a s per t he Hous i ng a n d
Co mmu n i t y De ve l opme nt Ac t of 1974. The r e i s cur r ent l y n o pr ovi s i on i n s ai d Ac t
t hat wi l l ke e p our c ommuni t i e s a t t hei r pr es ent l evel of f undi ng unde r t he Hou s -
i ng a n d Co mmu n i t y De ve l opme nt Ac t of 1974. I n f act , t he Ac t as n o w wr i t t en wi l l
r esul t i n our r ecei vi ng t wo- t hi r d' s of our f undi ng i n 1978, a n d onl y one- t hi r d of
our f undi ng i n 1979, wi t h zer o dol l ar s i n 1980. At t he s a me t i me, pr ovi s i ons a r e
bei ng ma d e f or cont i nuat i on of a 100 per cent l evel of hol d- har ml es s f or t owns
over 50, 000 i n popul at i on.

I t i s i mper at i ve t hat t owns unde r 50, 000 i n popul at i on al so be al l owed t o r et ai n
t hei r 100 per cent hol d- har ml es s l evel dur i ng t he ext ended per i od of t i me, i n t ha t
we ha ve pr obl ems t ha t i mpa c t j us t a s gr eat l y on our c ommu ni t y a s t hos e pr ob-
l e ms d o f or ci t i es ovr e 50, 000 popul at i on. For exa mpl e , Oi l Ci t y i s a ver y ol d
t own, wi t h a l ar ge pr opor t i onat e s ha r e of bl i ght ed a n d di l api dat ed hous i ng a n d
bui l di ngs . We , l i ke a n y l ar ge ci t y of over 50, 000 popul at i on, a r e al so s t r uggl i ng
t o mai nt a i n our e c onomi c t ax base, whi l e i nf l at i on cont i nues t o i ncr eas e t he cos t
of gover nment a l ser vi ces. Co mmu n i t y De ve l opme nt f unds ha ve a l l owed us t o
unde r t ake pr oj ect s t ha t ha ve l i t eral l y s aved our c o mmu n t y a nd pl ans a r e n o w
bei ng ma d e f or addi t i onal us e of t he Hous i ng a nd Co mmu n i t y De ve l opme nt Ac t
of 1974. Howe v e r , t he pha s e- out of hol d- har ml es s wi l l s er i ousl y i mpai r our pl ans
a n d wi l l vi r t ual l y pr ovi de f or no Fede r a l as s i s t ance t o t he c o mmu ni t y of Oi l Ci t y.

He nc e , I cal l your at t ent i on t o H. R. 1522 whi c h wa s i nt r oduced on J a nua r y
6, 1977 i nt o t he Ho u s e of Repr es ent at i ves . A c opy of t hi s Bi l l i s encl os ed. Thi s
Bi l l woul d pr event t he phas e- out of hol d- har ml es s f or bot h l ar ge a n d s ma l l
t owns . Th e r ef er ence t o "s t r i ki ng out pa r a gr a ph ( 2 ) " of Sect i on 106 ( h) of t he
Hous i ng Ac t i s t he l a nguage t hat woul d pr event t he pha s e- out of f our s mal l
t owns . I t i s i mpor t a nt t o s t at e t hat H. R. 1522 i s not expect ed t o go a n ywh e r e
unl es s t her e i s s t r ong l egi sl at i ve s uppor t f or i t . Ther ef or e, we ur ge you t o con-
t act your col l eagues i n t he Se na t e Subc ommi t t e e on Hous i ng a nd Ur b a n Af f ai r s
a n d t he Ho u s e Subc ommi t t e e on Hous i ng a n d Co mmu n i t y De ve l opme nt a n d
expr es s t hei r s uppor t f or H. R. 1522, especi al l y t he par t t ha t s t r i kes 1 06( h ) ( 2) .

As s t at ed. I a m encl os i ng a c opy of H. R. 1522 a n d a c opy of a Fe br ua r y 7,
1977 l et t er f r om our Ad Ho c Commi t t e e f or Ade qua t e & As s ur e d Co mmu n i t y
De ve l opme nt Pr o g r a m Fundi ng, whi c h compl et el y expl ai ns our pl i ght . ( Th e
l et t er of Fe br ua r y 7, 1977 r ef er r ed t o i s r et ai ned i n t he s ubcommi t t e e fi l e. )

Yo u r s uppor t i n t hi s mat t e r wi l l be gr eat l y appr eci at ed.
Th a n k you.

Si ncer el y,
DONALD E. ENGLI SH, Di r ect or .

[ H. R. 1522, 95t h Cong. , 1st seas. ]

A BI LL To a me n d t i t l e I of t he Hous i ng a n d Co mmu n i t y De ve l opme nt Ac t of 197 4 f or t he
pur pos e of pr ovi di ng t ha t uni t s of gener al l ocal gove r nme nt r ecei vi ng gr ant s i i nder t he
hol d- har ml es s pr ovi s i ons of s uch t i t l e, shal l be ent i t l ed, af t er f i scal year 1977, t o con-
t i nue t o r ecei ve a t l eas t t he a mo u n t t o whi c h t hey a r e pr es ent l y ent i t l ed unde r s uch
pr ovi s i ons .

Be i t enact ed by t he Se na t e a n d Ho u s e of Repr es ent at i ves of t he Uni t ed St at es
of Ame r i c o i n Congr es s as s embl ed, Th a t ( a ) s ubs ect i on ( g ) of s ect i on 1 06 of
t he Hou s i ng a nd Co mmu n i t y De ve l opme nt Ac t of 1974 i s a me n d e d b y s t r i ki ng
out " ( 1 ) " i mmedi a t e l y af t er " ( g) " , a n d by s t r i ki ng out pa r a gr a ph ( 2) .

( b ) Subs ect i on ( h ) of s ect i on 106 of s uc h Ac t i s a me n d e d —
( 1 ) by s t r i ki ng out " ( 1 ) " i mmedi a t e l y af t er " ( h ) " ;
( 2 ) by s t r i ki ng out "s ubs ect i on ( g ) ( 1 ) " ea c h t i me i t a ppe ar s a n d i nser t i ng

• i n l i eu t her eof " subsect i on ( g ) " ; a n d
( 3 ) by s t r i ki ng out pa r a gr a ph ( 2) .

( c ) Subs ect i on ( i ) of s ect i on 106 of s uc h Ac t i s r epeal ed.
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CI TY OF BRADFORD, I NC. ,
Br adf or d, Pa. , Ma r c h 23, 1977.

J OSEPH S. DADDONA,
Pr es i dent , Pe nns yl vani a Le a g ue of Ci t i es ,
Har r i s bur g, Pa .

DEAR MR. DADDONA : I AM wr i t i ng t hi s l et t er on behal f of t he s mal l t o wns
unde r f i ft y- t hous and ( 50, 000) popul at i on.

I n t he Hous i ng a n d Co mmu n i t y De ve l opme nt Ac t of 1974, t he f i rst s ent ence of
Sect i on 101 ( a ) s t at es : " Th e Congr es s f i nds a n d decl ar es t ha t t he nat i on' s ci t i es,
t owns , a n d s mal l er ur ba n communi t i es , f ace cr i t i cal soci al , e conomi c a n d en-
vi r onment a l pr obl ems . "

The s e ci t i es a nd t o wn s a n d s mal l er ur ba n c ommuni t i e s a r e f aced wi t h t he s a me
pr obl ems t ha t ci t i es over fi f t y- t hous and have , onl y on a pr opor t i onat e basi s. Th e
ci t i es a n d s mal l er c ommuni t i e s unde r f i f t y- t hous and ha ve t he s a me cr eepi ng
vi r us t ha t ha s i nvade d ever y por t i on of t he ci t i es, bot h l ar ge a n d s mal l .

Ea c h el ect ed offi ci al of ever y ci t y ha s ha d t o t ake t he bul l b y t he hor ns a n d
t r y, t hr ough t he Co mmu n i t y De ve l opme nt Bl oc k Gr a nt Pr o gr a m, t o pl an a n d
pr ogr a m act i vi t i es t o ove r c ome t he soci al , e c onomi c a n d envi r onme nt a l pr obl ems .

Be f or e t he a dve nt of t he C DB G Pr og r a m, pr evi ous l ocal admi ni s t r at i ve offi -
ci al s we r e h a m s t r ung i n t r yi ng t o cope wi t h t hes e pr obl ems .

I f t he ci t i es unde r f i f t y- t hous and popul at i on a r e t o be pha s e d out b y 1980 due
t o t he phas i ng out of t he Hol d- Ha r ml e s s Ent i t l ement , e ver y ci t y unde r fi f t y-
t hous a nd popul at i on wi l l be s ubj ect t o dwi ndl i ng popul at i on, l oss of t a x dol l ar s ,
a n d wi l l be un- bl e t o pr ovi de t he s er vi ces t ha t a r e needed. Mo s t of al l , we woul d
be unabl e t o i ni t i at e or compl e t e t he phys i cal deve l opme nt act i vi t i es whi c h s houl d
be car r i ed out i n a concent r at ed ma n n e r t o s er ve a c o mmo n pur pos e or s t r at egy
i n a geogr aphi c del i neat ed code e nf or c ement a n d r ehabi l i t at i on ar ea, or a s i mi l ar
a r ea wi t h a Compr e he ns i ve Co mmu n i t y De ve l opme nt Pr o g r a m f or ne i ghbor hood
I mpr ove me nt , conser vat i on or pr eser vat i on.

We , t he ci t i es unde r f i ft y- t hous and, wi l l no l onger be abl e t o ha v e l ong- t er m
pl anni ng wi t h whi c h t o be abl e t o el i mi nat e our soci al , e c onomi c a n d envi r on-
me nt a l pr obl ems .

I , a s a n el ect ed offi ci al , pl ead f or your s uppor t t o cont i nue " Ho l d Ha r ml e s s " a t
t he 1977 l evel of f undi ng f or t he s mal l t owns whi c h can, by t hei r o wn per f or m-
a nc e r ecor d, demons t r a t e t o t he s ecr et ar y t ha t t he y ha ve ne e ds r equi r i ng f undi ng
beyond t he f i scal year 1979.

Si ncer el y your s ,
J ACK K. BURNS, Counc i l ma n.
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S
T H E VI L L AGE O F

t i onewooD
3 9 3 0 N. MURRAY AVE. 3 3 2 - 4 2 0 0

SHOREWOOD. WI SCONSI N 53211

Ma r c h 7 , 1 9 7 7

Th e Ho n o r a b l e Th o ma s L. As h l e y , Ch a i r ma n
Ho u s e S u b - Co mmi t t e e o n Ho u s i n g & Co mmu n i t y

De v e l o p me n t
2 1 3 2 Ra y b u r n Ho u s e Of f i c e Bu i l d i n g
Wa s h i n g t o n , D. C. 2 0 5 1 5

F OR E NTRY I NTO THE RECORD

De a r Co n g r e s s ma n As h l e y :

We a r e i n f o r me d t h a t h e a r i n g s a r e p r e s e n t l y b e i n g h e l d b e f o r e
y o u r c o mmi t t e e c o n c e r n i n g t h e e x t e n s i o n a n d " r e - a u t h o r i z a t i o n "
o f t h e Ho u s i n g & Co mmu n i t y De v e l o p me n t Ac t o f 1 9 7 4 .

Th i s l e t t e r i s wr i t t e n i n t h e h o p e t h a t t h e c o mmi t t e e a n d i t s
s t a f f wi l l c o n s i d e r c e r t a i n mo d i f i c a t i o n s t o t h e p r o g r a m r e g u -
l a t i o n s g o v e r n i n g Me t r o p o l i t a n Di s c r e t i o n a r y Co mmu n i t y De v e l o p me n t
Bl o c k Gr a n t s .

Th e Vi l l a g e o f S h o r e wo o d , i s , i n g e n e r a l , i n f a v o r o f t h e e x t e n -
s i o n o f t h e Bl o c k Gr a n t P r o g r a m. We b e l i e v e t h a t t h e mo d i f i c a -
t i o n s i n d i c a t e d b e l o w wo u l d p r o v i d e f o r t h e mo r e e q u i t a b l e a d -
mi n i s t r a t i o n o f t h e p r o g r a m a n d s e r v e t o b e t t e r f u l f i l l t h e
p u r p o s e s o f t h e Ac t . I t i s wi t h t h i s i n mi n d t h a t we r e u u e s t t h a t
t h i s l e t t e r b e e n t e r e d i n t o t h e Of f i c i a l Re c o r d s o f y o u r c o mmi t t e e .

Th e mo d i f i c a t i o n s we s u g g e s t a r e :

I . E l i g i b l e Ap p l i c a n t s ( S S 5 7 0 . 4 0 2 ( a )
( S S 5 7 0 . 4 0 2 ( h ) ( 1 ) & ( 2 ) )

We b e l i e v e t h a t c o mmu n i t y d e v e l o p me n t n e e d s c a n b e s t b e i d e n t i f i e d
a n d s e r v e d a t t h e mo s t l o c a l g o v e r n me n t a l l e v e l . We a l s o f e e l t h a t
t h e s e n e e d s v a r y i n s i g n i f i c a n t wa y s f r o m c o mmu n i t y t o c o mmu n i t y .
P r e s e n t l y , t h e p r o g r a m r e g u l a t i o n s f o r d i s c r e t i o n a r y f u n d i n g a l l o w
a Co u n t y , wh i c h h a s b e e n u n a b l e t o o b t a i n t h e n e c e s s a r y wr i t t e n

a g r e e me n t s f r o m e n o u g h c o mmu n i t i e s t o a c h i e v e " Ur b a n Co u n t y " s t a t u s ,
t o s u b mi t a p r e - a p p l i c a t i o n f o r a c o mmu n i t y d e v e l o p me n t a c t i v i t y
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wh i c h wo u l d b e a d mi n i s t e r e d wi t h i n s e v e r a l c o mmu n i t i e s o r p a r t s o f
c o mmu n i t i e s i n t h e Co u n t y WI THOUT o b t a i n i n g wr i t t e n p e r mi s s i o n
f r o m t h o s e c o mmu n i t i e s a t t h e p r e - a p p l i c a t i o n s t a g e .

Th e r e a r e r e a l l y t wo p r o b l e ms h e r e :

A. We f e e l t h a t a Mu l t i - Co mmu n i t y Bl o c k Gr a n t P r o g r a m
a d mi n i s t e r e d a t a Co u n t y l e v e l c a n n o t b e a s r e s p o n s i v e
t o t h e s p e c i a l n e e d s o f i n d i v i d u a l n e i g h b o r h o o d s a n d t h e

p e o p l e l i v i n g i n t h e m a s c o u l d t h e Ci t y , Vi l l a g e , o r
To wn o f wh i c h t h o s e n e i g h b o r h o o d s a r e a mo r e i mme d i a t e
p a r t . I n o r d e r t o a d mi n i s t e r a Mu l t i - Co mmu n i t y P r o g r a m,
a Co u n t y mu s t e s t a b l i s h p r o c e d u r e s wh i c h a r e d e s i g n e d t o
a d d r e s s t h e c o mmo n p r o b l e ms e n c o u n t e r e d i n a g i v e n p r o -
g r a m a n d c a n n o t p a y a s mu c h a t t e n t i o n t o t h e " S p e c i a l

Ne e d s " wh i c h ma y b e u n i q u e t o a p a r t i c u l a r c o mmu n i t y
wi t h i n t h e Co u n t y ' s o v e r - a l l p r o g r a m. At t h e s a me t i me ,
we r e c o g n i z e t h a t i n d i v i d u a l c o mmu n i t i e s wi t h i n a Co u n t y
ma y n o t h a v e t h e s t a f f t i me o r e x p e r t i s e t o p r e p a r e a
f u n d i n g a p p l i c a t i o n . We wo u l d t h e r e f o r e s u g g e s t t h a t i f
a Co u n t y i s t o b e a l l o we d a s a n e l i g i b l e a p p l i c a n t , t h a t
i t o n l y b e a l l o we d t o s u b mi t s e p a r a t e a p p l i c a t i o n s o n b e -
h a l f o f e a c h i n d i v i d u a l c o mmu n i t y ( i . e . , o n e a p p l i c a t i o n
p e r c o mmu n i t y ) ; a n d t h a t t h e r e v i e w a n d r a n k i n g c r i t e r i a o f
S S 5 7 0 . 4 0 2 b e a p p l i e d s e p a r a t e l y t o e a c h o f t h e s e a p p l i c a -
t i o n s .

B. I t i s o u r f e e l i n g t h a t i f t h e Co u n t y i s a l l o we d t o
c o n t i n u e a s a n e l i g i b l e a p p l i c a n t ( u n d e r S S 5 7 0 . 4 0 2 ( h ) ,
( 1 ) & ( 2 ) t h a t i t s h o u l d b e r e a u i r e d t o o b t a i n WRI TTEN
Co - o p e r a t i o n Ag r e e me n t s f r o m t h o s e c o mmu n i t i e s wi t h i n wh i c h
i t p r o p o s e s t o a c t P RI OR t o s u b mi t t i n g a P r e - Ap p l i c a t i o n .
E x p e r i e n c e h a s s h o wn t h a t t h e p r e - a p p l i c a t i o n s t a g e o f t h e
f u n d i n g p r o c e s s i s r e a l l y t h e l e v e l a t wh i c h t h e f u n d i n g
d e c i s i o n s a r e ma d e . I f y o u d o n ' t ma k e i t p a s t t h i s p o i n t ,
y o u d o n ' t g o a n y f u r t h e r . Th i s me a n s t h a t a Co u n t y , i f
n o t r e q u i r e d t o o b t a i n a wr i t t e n a g r e e me n t a t t h i s s t a g e ,
wo u l d b e a b l e t o i n a s e n s e " Ge r r y ma n d e r " c o mmu n i t i e s wi t h

c e n s u s d a t a a d v a n t a g e o u s t o a n a p p l i c a t i o n i n o r d e r t o b e
mo r e c o mp e t i t i v e . I f t h e Co u n t y i s s u c c e s s f u l , i t b e c o me s
a " c a r r o t & s t i c k " a p p r o a c h a t t h e f i n a l a p p l i c a t i o n s t a g e
f o r t h o s e c o mmu n i t i e s wh i c h h a d n o t s i g n e d e a r l i e r .

I f o u r c o n c e r n s a s n o t e d i n ( A) a b o v e a r e a d d r e s s e d a s s u g g e s t e d ,

t h i s p o i n t b e c o me s l e s s s i g n i f i c a n t .

8 6 - 0 8 5 0 - 7 7 - pt . 3 - 5 2
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I I . E LI GI BLE ACTI VI TI ES ( S S 5 7 0 . 2 0 0 ( a ) ( 8 ) )

We b e l i e v e t h a t t h e r e s t r i c t i o n s p l a c e d o n t h e e l i g i b i l i t y o f
" P u b l i c S e r v i c e s " a s a f u n d a b l e Co mmu n i t y De v e l o p me n t Ac t i v i t y
a r e t o o s e v e r e .

S S 5 7 0 . 2 0 0 ( a ) ( 8 ) : r e q u i r e s t h a t i n o r d e r t o b e e l i g i b l e , a P u b l i c
S e r v i c e mu s t b e d i r e c t l y i n s u p p o r t o f a n o t h e r c o mmu n i t y d e v e l o p me n t
a c t i v i t y wh i c h i s b e i n g a p p l i e d f o r o r wa s f u n d e d i n a p r e v i o u s
y e a r . - Th i s wa s i n t e r p r e t e d b y t h e Mi l wa u k e e Ar e a H. U. D. Of f i c e
t o e x c l u d e a n y h e a l t h o r s o c i a l s e r v i c e s wh i c h mi g h t b e n e e d e d t o
s e r v e r e s i d e n t s o f a S e c . 8 h o u s i n g p r o j e c t . Th e Vi l l a g e o f S h o r e -
wo o d a s we l l a s o f f i c i a l s o f t h e S t a t e o f Wi s c o n s i n h a v e r e c o g n i z e d

t h i s a s b e i n g a n a r e a wi t h i n wh i c h f u n d s a r e n e e d e d b u t n o t a v a i l -
a b l e ( s e e a t t a c h e d l e t t e r f r o m WI S CONS I N HOUS I NG F I NANCE AUTHORI T Y) .
We wo u l d t h e r e f o r e s u g g e s t t h a t t h i s r e g u l a t i o n b e e x p a n d e d t o p r o -
v i d e f o r t h e p r o v i s i o n o f P u b l i c S e r v i c e s wh i c h wo u l d s e r v e t o
d i r e c t l y e n h a n c e t h e h o u s i n g o p p o r t u n i t i e s a n d l i v i n g c o n d i t i o n s
f o r p e r s o n s o f l o w a n d mo d e r a t e i n c o me . I t s h o u l d NOT b e n e c e s s a r y
t h a t t h e y b e i n d i r e c t s u p p o r t o f a n o t h e r a c t i v i t y f o r wh i c h f u n d s

h a v e b e e n r e q u e s t e d o r r e c e i v e d .

I I I . THRES HOLD CRI TERI A ( S S 5 7 0 . 4 0 2 ( c ) ( k ) )

Th i s p a r t i c u l a r r e g u l a t i o n s t a t e s i n p a r t t h a t :

" wi t h r e s p e c t t o a l l p r e v i o u s l y a p p r o v e d a s s i s t a n c e u n d e r
t h i s p a r t , t h e a p p l i c a n t h a s ma d e r e a s o n a b l e p r o g r e s s wi t h
t h e t y p e o f a c t i v i t i e s i t h a s u n d e r t a k e n t o p e r mi t a d e t e r -
mi n a t i o n o f a c o n t i n u i n g c a p a c i t y o n t h e p a r t o f t h e a p p l i c -
a n t t o c a r r y o u t t h e p r o p o s e d a c t i v i t y o r p r o g r a m o f a c t i v i -
t i e s i n a t i me l y ma n n e r . "

Th e c r i t e r i a wh i c h h a s b e e n u s e d t o ma k e t h e d e t e r mi n a t i o n o f " r e a s -
o n a b l e p r o g r e s s " a n d " c o n t i n u i n g c a p a c i t y " h a s c h a n g e d c o n s i d e r a b l y
o v e r t h e p a s t t wo y e a r s . F o r f i s c a l 1 9 7 7 , a v a r i e t y o f f a c t o r s
we r e c o n s i d e r e d t o ma k e t h i s d e t e r mi n a t i o n .

We f e e l t h a t H. U. D. s h o u l d e s t a b l i s h a v e r y r i g i d c r i t e r i a t o
e v a l u a t e t h e p e r f o r ma n c e o f a p a s t g r a n t r e c i p i e n t . We f e e l t h a t
t h e r e c i p i e n t s h o u l d b e r e q u i r e d t o s h o w t h a t a t l e a s t 7 0 % o f t h e
t o t a l g r a n t a mo u n t h a s b e e n e x p e n d e d b y t h e e n d o f t h e s e c o n d p r o -
g r a m y e a r . I n o t h e r wo r d s , wi t h i n t wo y e a r s f r o m t h e t i me H. U. D.
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a n d t h e a p p l i c a n t e x e c u t e t h e Gr a n t Ag r e e me n t , 70%o f t h e f u n d s
s h o u l d h a v e b e e n e x p e n d e d . Th i s wo u l d b r i n g t h e t h r e s h o l d e v a l u a -
t i o n i n l i n e wi t h S S 5 7 0 . 4 0 2 ( b ) ( 1 ) " S c o p e o f P r e - Ap p l i c a t i o n "
wh i c h s t a t e s :

" A P r e - Ap p l i c a t i o n ma y p r o p o s e a c t i v i t i e s t o b e u n d e r t a k e n

d u r i n g a r e a s o n a b l e p e r i o d o f t i me n e c e s s a r y t o c o mp l e t e
t h e m wh i c h g e n e r a l l y i s e x p e c t e d n o t t o e x c e e d t wo y e a r s " .

We f e e l t h a t t h i s wo u l d p r o v i d e t h e o p p o r t u n i t y f o r c o mmu n i t i e s
t o c o mp e t e wh i c h h a v e s h o wn a d e mo n s t r a t e d a b i l i t y t o p e r f o r m a n d
wo u l d p r e v e n t a c o mmu n i t y f r o m r e c e i v i n g f u n d s o n a n a n n u a l b a s i s
i f t h e y h a d n o t d i s c h a r g e d t h e i r o b l i g a t i o n s u n d e r a p r e v i o u s
g r a n t . I n t h e l o n g r u n i t mi g h t a l s o s e r v e t o d i s t r i b u t e t h e f u n d s
t o mo r e c o mmu n i t i e s wi t h Co mmu n i t y De v e l o p me n t n e e d s , i n t h a t ,
d u r i n g t h e t i me t h a t a s u c c e s s f u l c o mmu n i t y i s d i s c h a r g i n g a n o b l i -
g a t i o n u n d e r a p r i o r g r a n t , t h e y ma y o p t t o s i t o u t o f t h e f u n d i n g
c o mp e t i t i o n u n t i l t h e y we r e c e r t a i n o f t h e s t a f f a v a i l a b i l i t y t o

a s s u me a n e w p r o j e c t .

We h o p e t h e Co mmi t t e e wi l l g i v e s e r i o u s c o n s i d e r a t i o n t o t h e s e p r o -
p o s e d mo d i f i c a t i o n s a s we b e l i e v e t h e y wo u l d s e r v e t o b e t t e r p r o -
v i d e l o c a l g o v e r n me n t s , wh o a r e d e a l i n g o n t h e " f r o n t l i n e " wi t h
c o mmu n i t y d e v e l o p me n t p r o b l e ms , a n e q u i t a b l e o p p o r t u n i t y t o o b t a i n
t h e d e s p e r a t e l y n e e d e d f u n d i n g t o a d d r e s s t h e p r o b l e ms a s i d e n t i f i e d
i n t h e Ho u s i n g & Co mmu n i t y De v e l o p me n t Ac t o f 1 9 7 4 .

We wo u l d b e mo s t a p p r e c i a t i v e i f we c o u l d b e k e p t a d v i s e d o f t h e
s t a t u s o f t h i s l e g i s l a t i o n a n d a n y a c t i o n wh i c h mi g h t b e t a k e n o n

t h e s p e c i f i c ma t t e r s o u t l i n e d i n t h i s l e t t e r .

Ve r y t r u l y y o u r s ,

S . C. Ab b e y
Vi l l a g e Ma n a g e r
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al Ph
Ri char d D. Ge or ge
Execut i ve Di r ect or

Fe br ua r y 17, 1977

Wi s cons i n Hous i ng Fi nance Aut hor i t y

Mr . J a me s J . Lync h
Di r e c t or
De pt . o f Communi t y De ve l opme nt
The Vi l l a ge o f Shor e wood
3 93 0 N. Mur r a y Ave .
Shor e wood, WI 53211

De a r Mr . Lync h:

Th e Wi s c ons i n Hous i ng Fi na nc e Aut hor i t y ha s be e n a s ke d i f i t ha s a ny i de a s
a s t o t he a ppr opr i a t e us e o f Communi t y Bl oc k Gr a nt f unds t o s uppor t a c t i vi t i e s
a s s oc i a t e d wi t h t he Ri ve r Pa r k Hous i ng De ve l opme nt f or s e ni or c i t i z e ns . I n
l i ght o f t he ne w c omme nt a r y c ont a i ne d i n t he s i t e s t a nda r ds f or e l de r l y hous i ng
whi c h s t r e s s e s t he f a c t t ha t t he l i ve s o f t he e l de r l y i n one a r e a , I t hi nk
t he Ri ve r Pa r k c ompl e x s e r ve s a s a mode l f or c ommuni t y b l oc k gr a nt f undi ng.

Spe c i f i c a l l y I s e e a ne e d f or f undi ng f or t he f o l l owi ng a c t i vi t i e s :

a ) Pe r s onne l t o pr ovi de a s s i s t a nc e f or s oc i a l s e c ur i t y , e s t a t e , a nd
t a xa t i on a s s i s t a nc e .

b ) Me di c a l de l i ve r y a s s i s t a nc e a nd me di c a l pe r s onne l t o pr ovi de t he
ne e de d he a l t h pr ot e c t i on f or t he e l de r l y.

c ) Fundi ng f or a ddi t i ona l nut r i t i ona l pr ogr a ms s uc h a s t he " Me a l s on Whe e l s "

d ) Addi t i ona l r e c r e a t i ona l oppor t uni t i e s t hr ough bot h on- s i t e pr ogr a ms a nd
s pe c i a l i z e d pr ogr a ms a t t he va r i ous f a c i l i t i e s l oc a t e d wi t hi n t he Vi l l a ge
o f Shor e wood.

e ) The de ve l opme nt o f " pr ot ot ype " gui da nc e ma nua l s a nd t he s ubs e que nt
t r a i ni ng o f pe r s onne l who de a l wi t h t he e l de r l y ( s uc h a s a ma nua l on
how pe r s onne l s houl d ha ndl e t he pr obl e m of r e l oc a t i ng a t e na nt t o a
nur s i ng home ) .

The WHFA ha s be e n ve r y c ons c i ous o f t he s pe c i a l i z e d s oc i a l e nvi r onme nt a s s oc i a t e d
wi t h t he Ri ve r Pa r k de ve l opme nt . Thr ough va r i ous phys i c a l pl a nni ng me a s ur e s i t
wi l l pr ovi de t he ne c e s s a r y s pa c e a nd f a c i l i t i e s f or e xpa nde d pr ogr a ms whi c h mi ght
be f unde d f r om t he a bove . Addi t i ona l l y , WHFA ha s s c r ut i ni z e d t he ma na ge me nt pl a n
a nd pe r s onne l f or Ri ve r Pa r k a nd ha s modi f i e d t he p l a n s o t ha t ma na ge me nt pe r s onne l
c a n a s s i s t wi t h e xpa nde d pr ogr a ms f or t he e l de r l y .
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I a m ve r y hope f ul t ha t t hr ough t he c ombi ne d e f f or t of t he Vi l l a ge o f Shor e wood
a nd ot he r a ge nc i e s wi t h a ddi t i ona l f undi ng t ha t Ri ve r pa r k c a n t r ue l y be a
mode l e nvi r onme nt f or t he e l de r l y.

Si nc e r e l y ,

7

K S , t 0 -r t :
Y,Cix

L. G. Shi l t on
Di r e c t or o f Hous i ng



STATEMENT ON THE NEED FOR LONG- TERM FI NANCI NG ASSI STANCE FOR LARGE- SCALE
REDEVELOPMENT ACTI VI TI ES, SUBMI TTED BY EDWARD HELFELD, ADMI NI STRATOR,
COMMUNI TY REDEVELOPMENT AGENCY OF THE CI TY OF Lo s ANGELES, CALI F.

I wa n t t o t ha nk t he Subc ommi t t e e o n Hous i ng a n d Co mmu n i t y De ve l opme nt
f or t hi s oppor t uni t y t o s ubmi t a s t a t ement o n behal f of t he Co mmu n i t y Redeve l -
o p me n t Ag e nc y ( CRA) of t he Ci t y of Lo s Angel es . Thi s s t a t ement wi l l f ocus on
t he ne ed f or f eder al as s i s t ance t o e ncour a ge l ar ge- scal e ci t y de ve l opme nt a nd
r edeve l opment pr oj ect s , a n oppor t uni t y n o w di f fi cul t t o ma xi mi z e d u e t o a n
abs ence of a f eder al pr ogr a m a i me d a t achi evi ng t hi s end.

Th e Lo s Ange l es C RA wa s cr eat ed i n 1998 t o dea l wi t h t he pr obl e ms of ur ba n
de c a y a n d bl i ght . Pr es ent l y, el even r e deve l opment pr oj ect s ha ve r ecei ved Ci t y
Counc i l appr ova l a n d a r e i n var i ous s t ages of i mpl ement a t i on. The s e pr oj ect s
e nc ompa s s a wi de r ange of act i vi t i es —f r om r evi t al i zi ng t he d o wn t o wn cor e a r ea,
t o cr eat i ng a n i ndus t r i al pa r k i n t he Ha r b or ar ea, f r o m est abl i shi ng a n e w
r esi dent i al de ve l opme nt on hi l l si de t er r ai n, t o t he r ehabi l i t at i on a n d cons er va-
t i on of exi s t i ng negi hbor hoods t hr oughout t he Ci t y. Thi s Age nc y ha s us e d or i s
us i ng a var i et y of f eder al c o mmun i t y de ve l opment t ool s t o accompl i s h i t s pr o-
gr a mma t i c ai r s, i ncl udi ng t r adi t i onal Ti t l e I ur ba n r enewal , a Ti t l e I l oan onl y
pr oj ect , t he Ne i ghbor hood De ve l opme nt Pr o g r a m a n d Co mmu n i t y De ve l opme nt
Bl oc k Gr ant s . C RA t her ef or e f eel s t ha t i t ha s t he exper i ence t o ma k e s o me
gener al c o mme n t s o n t he ne ed f or f eder al ai d t o enc our a ge l ar ge s cal e r edevel op-
me nt .

Al mos t ever y ma j or ci t y ha s a des per at e ne ed t o r edevel op maj or , i mpor t a nt
a r eas wi t hi n i t . Thi s i s neces s ar y not onl y t o el i mi nat e s l ums a n d bl i ght but
al so t o accompl i s h ot her equal l y i mpor t a nt goal s- - e. g. , t o gener a t e n e w i nves t -
me nt s a n d t a x r e venue s ; t o mai nt a i n or t o cr eat e n e w e c onomi c act i vi t y cent er s ;
t o e nha nc e e mpl oy me nt oppor t uni t i es , especi al l y f or l ow a n d mode r a t e i nc ome
f ami l i es a nd mi nor i t i es ; t o r evi t al i ze cor e d o wn t o wn a r ea s : t o conver t unde -
vel oped or under - ut i l i zed l and t o mo r e appr opr i at e pur pos es ; a n d t o mai nt a i n
or t o cr eat e n e w a n d vi t al ne i ghbor hoods . The s e a r e i mpor t a nt pr ogr a mma t i c
obj ect i ves , but ext r emel y di ff i cul t t o achi eve. The s e a r e t he t ypes of pr oj ect s
whi c h r equi r e a n i nt ens i ve a mo u n t of pl anni ng, a l ar ge a mo u n t of " u p f r ont "
capi t al , a n d l ong " l ead t i me " bef or e r esul t s ar e achi eved. Th e y a r e di ffi cul t , of t en
cont r over s i al a n d not easi l y adapt abl e t o t he c o mmu n i t y de ve l opme nt pr oces s
of f er ed i n t he 1974 Hous i ng a n d Co mmu n i t y De ve l opme nt Act .

I n Lo s Angel es , f or e xa mpl e , we n o w ha ve a ppr oved by Ci t y Counc i l a r ede-
ve l opme nt pl an f or t he Cent r a l Bus i nes s Di st r i ct . Thi s i s a mas s i ve pr oj ect
i nvol vi ng a l mos t t he ent i r e Cent e r Ci t y a r e a ; i t s t ot al cos t c a n not e ve n be
es t i mat ed. On e r el at i vel y s mal l pa r t of i t —t he r et ent i on of t he Pr oduc e Ma r t —
wi l l be ci t ed l at er a s a n e xa mpl e of t he t ype of pr oj ect wh e r e f eder al as s i s t ance
i n obt ai ni ng deve l opme nt a l api t al i s needed. Thi s d o wn t o wn r e deve l opment
ca nnot pr oceed unde r t he bl ock gr ant pr ogr a m. I ns t ead, wh a t i s nee de d i s a
pr ogr a m of f eder al guar ant ees of l ocal l y i s sued bonds t o f i nance par t s of t he
pr oj ect . Th e f eder al guar a nt ee l oan pr ovi s i ons cont ai ned i n t he 1974 Ac t a r e
not adequa t e t o assi s t i n t he l ar ge s cal e deve l opment .

Th e 1974 l oan pr ovi s i ons a r e r est r i ct i ve i n t he s ens e t ha t t hey r equi r e t he
f ol l owi ng act i ons bef or e H U D wi l l pr ovi de a f eder al gua r ant ee of l ocal not es or
bonds : ( 1 ) a n " u p f r ont " r es er vat i on of a por t i on of t he l ocal i t y' s c o mmu n i t y
de ve l opme nt gr ant f unds equa l t o a t l eas t 1 1 0 % of t he di f f er ence be t we e n t he
es t i mat ed cos t of acqui si t i on a n d si t e pr epar at i on, a nd t he ant i ci pat ed a mo u n t
of pr oceeds upon sal e of t he l a nd; ( 2 ) a l ocal pl edge of f ul l f ai t h a n d cr edi t or
a pl edge of r evenues t o r epl ace a n y exces s a bove t he r es er ved a mo u n t ; a n d
( 3 ) a l ocal pl edge of f ut ur e c o mmu n i t y de ve l opme nt gr a nt pr oceeds t o cover
addi t i onal s u ms not r epai d.

The s e l i mi t at i ons o n t he f eder al guar ant ee, especi al l y t he i ni t i al r eser vat i on
of f unds , ma k e t hi s pr ovi s i on a l mos t t ot al l y i noper abl e. Th e f eder al gove r nme nt
i s as ki ng a l ocal i t y t o r eser ve, or f or ego t he us e of , a por t i on of i t s year l y c om-
muni t y de ve l opme nt f unds t o hel p f i nance a pr oj ect , t he r esul t s of whi c h ma y
not be vi si bl e f or a n u mb e r of year s . Thi s i s di ff i cul t t o d o i n a pol i t i cal envi r on-
me n t of l ocal pr es s ur es f or i mme di a t e us e of al l avai l abl e f unds a n d qui ck
r esul t s.

Le t me gi ve a n e xa mpl e , a s s umi ng a c o mmu n i t y whi c h expect s t o r ecei ve a n
a nnua l gr a nt ent i t l ement of $5 0 mi l l i on. Wi t hi n t he c o mmu n i t y a pl an i s devel -
ope d t o r evi t al i ze a s mal l bl i ght ed a r ea, r epl aci ng i t wi t h a mi xe d us e r esi dent i al-
c omme r c i a l compl e x. As s u me t ha t t he t ot al pr oj ect cos t , i ncl udi ng s uc h act i vi t i es
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a s l a nd acqui si t i on, r el ocat i on of exi s t i ng t enant s , cl ear ance of exi s t i ng s l um
pr oper t i es , r ea l i gnment of s t r eet s a n d moder ni za t i on of ut i i l t y l i nes, i s es t i mat ed
a t $25 mi l l i on. Fur t her , t hat t he expect ed sal es pr i ce of t he l and, af t er t r eat -
me nt , i s $ 15 mi l l i on. Th e es t i mat ed di f f er ence be t we e n t he t wo i t ems i s t her ef or e
$1 0 mi l l i on. I n or der t o obt ai n a f eder al guar a nt ee of l ocal bonds i s sued t o
f i nance t hi s $25 mi l l i on pr oj ect , t he Ci t y woul d be r equi r ed t o r eser ve f r o m i t s
Co mmu n i t y De ve l opme nt Gr ant , i n a s i ngl e year , 1 1 0 % of t hi s di f f er ence, or $1 1
mi l l i on ( 1 1 0 % X $ 10 mi l l i on) . Thi s me a n s t ha t over 2 0 % of t he l ocal i t y' s Bl oc k
Gr a nt ( $5 0 mi l l i on) woul d be r es er ved a n d t hus ur f avai l abl e f or use.

Ad d e d t o t hi s ma nda t e d cr eat i on of a " r es er ve f u n d " a r e t he ot her pr ovi s i ons
r equi r i ng pl edges f r om t he Ci t y t o ma k e u p a n y di f f er ences f r o m t he es t i mat ed
f i gur es . I t i s of t en di f fi cul t t o obt ai n s uc h as s ur ances f r o m l ocal gover ni ng bodi es
due t o l egal r est r i ct i ons o n bor r owi ng l i mi t s, r e f e r endum r equi r ement s n a d over -
al l f i scal pr es s ur es .

A l ocal e x a mpl e of t he t ype of pr oj ect whe r e f eder al as s i s t ance i s cal l ed f or
i nvol ves Lo s Angel es ' a t t empt s t o r et ai n a n d t o mode r ni z e i t s Pr oduc e Cent er .
Th e exi s t i ng Cent r a l Pr oduc e Ma r ke t , t he ma j o r whol es a l e f r ui t a nd veget abl e
di s t r i but i on cent er f or t he met r opol i t an r egi on, i s n o w l ocat ed i n t he s out h-
eas t er n posi t i on of t he Cent e r Ci t y' s Cent r al Bus i nes s Di st r i ct . I t pr ovi des 2, 500
pr i ma r y j obs , ma i nl y hel d b y mi nor i t i es , a s wel l a s r el at ed s uppor t i ng e mpl oy-
me nt .

Th e pr es ent faci l i t i es, howe ve r , a r e out mode d a n d i nadequat e, a n d t he con-
t i nued pr es ence of t he Pr oduc e Ma r t i n t he Cent e r Ci t y i s j eopar di zed. Ne w,
mo d e r n f aci l i t i es—i ncl udi ng a dequa t e l oadi ng docks , pr oper t raf fi c ci r cul at i on,
suf f i ci ent cus t ome r a nd e mpl oye e par ki ng, di spl ay a nd s t or age a r e a s —i n a cl ean,
mode r n e nvi r onme nt a r e ne e de d by t he pr oduce whol esal er s . At l eas t one ot her
l ocal i t y i s act i vel y s eeki ng t he r el ocat i on of t he Pr oduc t Ma r t t o i t s j ur i sdi ct i on.
Shoul d t hi s occur , t he r esul t s woul d be ext r e mel y d a ma gi n g t o t he Ci t y —no t
onl y woul d t her e be a l oss of 2, 500 pr i ma r y j obs a n d t ax r evenues , but t he al r eady
t r oubl ed e c o n omy of t he ol der Cent e r cor e woul d be f ur t her depr es s ed, a n d t he
ps ychol ogi cal b l ow t o t he Ci t y of l os i ng a pr i ma r y i ndus t r y woul d be di ff i cul t t o
ove r c ome .

To count e r t hi s possi bi l i t y, t he Ci t y ha s devel oped a pl an t o r el ocat e a n d t o
e xp a nd t he Pr oduc e Ma r t oper at i ons i n a mode r n, ef fi ci ent c ompl e x mee t i ng t he
i ndus t r y' s e c onomi c needs . Th e n e w faci l i t i es, cover i ng a 5 8- acr e ne ar by si t e,
woul d not onl y r et ai n t he cur r ent j obs a nd l ocal t ax i nc ome but al so, by expa n-
s i on of oper at i ons , cr eat e n e w e mpl oy me nt oppor t uni t i es , especi al l y f or t hos e of
l ow a n d mode r a t e i nc ome . The s e n e w j obs woul d be we l c ome d i n a ci t y whe r e
mi nor i t y u ne mpl oy me nt i s es t i mat ed a t appr oxi mat e l y 2 0 per cent . Li kewi s e, t he
n e w Pr oduc e Ma r t woul d be expect ed t o gener at e ot her adj acent act i vi t i es, s uc h
a s r es t aur ant s , addi t i onal s t or age faci l i t i es, a n d offi ce s pace, onc e aga i n cr eat i ng
n e w e mpl oy me nt oppor t uni t i es f or mi nor i t i es a n d t he l ow i nc ome.

Thus , t he Pr oduc e Ma r t Pl a n woul d benef i t t he ci t y, t he whol es a l e f r ui t a n d
veget abl e i ndus t r y a n d t he mi nor i t y communi t i es .

Th e t ot al pr oj ect cos t of bui l di ng t hes e n e w f aci l i t i es i s es t i mat ed a t be t we e n
$15 mi l l i on t o $ 20 mi l l i on of whi c h appr oxi mat e l y one- hal f woul d i nvol ve l a nd
acqui si t i on, si t e a nd publ i c i mpr ove me nt s . Th e cur r ent Co mmu n i t y De ve l opme nt
Bl ock Gr a nt Pr o g r a m—wi t h i t s a nnua l $ 50 mi l l i on l ocal gr ant , i nadequa t e l oan
pr ovi s i ons , a n d l ocal compet i t i ve d e ma n d s f or f und i ng —c a nno t be us ed a s t he
pr i ma r y vehi cl e t o i mpl e me nt t hi s neces s ar y a n d i mpor t a nt l ocal pr oj ect . I n-
s t ead, t he Ci t y i s i nves t i gat i ng al t er nat i ve f i nanci ng met hods , whe n , i n f act , t he
f eder al gover nment ' s c o mmu ni t y de ve l opme nt ef f or t s s houl d be t he l ogi cal s our ce
f or gr ant a n d l oan guar a nt ee assi s t ance.

Ot he r l ocal e xa mpl e s coul d be gi ven. The r e ha ve be en pr opos al s t o conver t a
l ar ge par t of our eas t er n Cent r al Bus i nes s Di st r i ct i nt o a mo de r n r ndus t r i al Pa r k
at t r act i ng l i ght a n d me d i u m i ndus t r y a n d gener at i ng n e w j obs. Th e Ci t y i s al so
devel opi ng pl ans t o pr ovi de n e w faci l i t i es f or i t s Fl owe r Ma r t , t he whol es a l e
cent er f or f r es h cut f l ower s f or t he met r opol i t an r egi on. The s e pl ans al so wi l l
pr obabl y r equi r e a ma j or i nf us i on of publ i c f unds , n o w di f fi cul t t o envi s i on unde r
cur r ent f eder al pr ogr ams .

Congr es s s houl d act i mmedi a t e l y t o fi ll t hi s ma j or g a p i n f eder al as s i s t ance
act i vi t i es. Le a di ng Congr es s i ona l exper t s , el ect ed l ocal of fi ci al s a n d r edevel op-
me n t exper t s ha ve of f er ed a var i et y of sol ut i ons, i nvol vi ng n e w f eder al pr ogr a ms
of di r ect gr ant s , l oans a nd/ or l oan guar ant ees t o s uppor t l ocal r ebui l di ng ef for t s.
The s e pr opos al s , f or e xa mpl e , a Nat i onal De ve l opme nt Ba n k , a n Ur b a n Rei n-
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ve s t me nt Ba n k , or a Co mmu n i t y De ve l opme nt Ba n k , s houl d be us ed by t hi s
Subc ommi t t e e a s t he bas i s f or devel opi ng a ma j or f eder al c o mmi t me n t t o t he
r ede ve l opment of our ci t i es.

Ho we ve r , t he anal ys es a n d r evi ew of t hese pr opos al s by f eder al a n d l ocal
exper t s a n d t he Subc ommi t t e e wi l l r equi r e t i me a n d t hey a r e r eal l y l ong- t er m
sol ut i ons t o t hi s pr obl em. I n t he i nt er i m, a n i mme di a t e r evi s i on of t he l oan guar -
ant ee pr ovi s i ons of t he Co mmu n i t y De ve l opme nt Bl oc k Gr a nt Pr o g r a m ( Sect i on
108) s houl d be enact ed.

Th e r evi s i on s houl d i ncl ude t he el i mi nat i on of al l l ocal " pl edges " f or r epay-
me n t ; t hes e r evenue " ba ck- ups " a r e unneces s ar y bas ed o n pr i or exper i ence unde r
t he Ti t l e I cat egor i cal pr ogr a m. Li kewi s e , t he r equi r ement of a n i mme di a t e
r eser vat i on of Bl oc k Gr a nt f unds t o cover t he es t i mat ed di f f er ence be t wee n
pr oj ect expens es a n d r evenues s houl d be dr opped. I ns t ead t he l oan pr ogr a m
s houl d be wr i t t en t o per mi t t he l oan t o be s ecur ed by expec t ed pr oceeds f r o m
l and sal es a nd expect ed f ut ur e ent i t l ement gr ant s or ot her l ocal s our ces of r eve-
nue. A f eder al c o mmi t me n t i n aut hor i zi ng l egi sl at i on t o ma i nt a i n t he Co mmu n i t y
De ve l opme nt Pr o g r a m f or a n addi t i onal f i ve ye ar s —s ubj ec t t o a nnua l appr opr i a-
t i on—wo ul d i ndi cat e t o l ocal i t i es t hat Bl oc k Gr a nt s wi l l mos t l i kel y cont i nue t o
f l ow t o t h e m a n d c a n be us ed a s one s our ce f or r e pa yme nt of t hes e l oans .

A r e pa yme nt s chedul e s houl d be es t abl i shed bas ed o n t he expect ed t i mi ng of
l and sal es . Loc a l cont r i but i ons t o ma k e u p shor t f al l s be t we e n l and pr oceeds a n d
pr oj ect cos t s s houl d be pha s ed over a mul t i - year per i od ( f i ve t o s eve n year s , f or
e xa mpl e ) c omme n c i n g a s l at e a s t he t i me wh e n l a nd di sposi t i on act i vi t y begi ns .
Th e pr opos ed Ur b a n De ve l opme nt Act i on Gr a nt s Pr o gr a m, i f enact ed, coul d al so
s er ve a s addi t i onal secur i t y f or t hes e l oans as wel l a s a s our ce of f unds f or
r e pa yme nt .

To s a f eguar d t he f eder al expos ur e o n t hese guar a nt eed l oans , s t anda r ds f or
H U D r evi e w of guar ant ee appl i cat i ons a s wel l a s pr udent l i mi t s on t he l evel of
out s t andi ng l ocal a n d nat i onal l oans s houl d be es t abl i shed.

The s e i mme di a t e c ha nge s wi l l pe r mi t c ommuni t i e s l i ke Lo s Ange l es t o conver t
r ede ve l opme nt pl ans i nt o concr et e r ebui l di ng ef for t . Th e nat i onal goa l of r e dA*1-
opi ng our ci t i es wi l l be eas i er t o accompl i s h wi t h t he addi t i on of t hi s wor ka bl e
f eder al l oan gua r ant ee pr ogr a m.

CONGRESS OF THE UNI TED STATES,
HOUSE OF REPRESENTATI VES,

Wa s hi ngt on, D. C. , Ma r c h 2, 1977.
Ho n . THOMAS L. ASHLEY,
Cha i r ma n, Subc ommi t t e e o n Hous i ng a nd Co mmu n i t y De ve l opme nt , Commi t t e e

on Ba nki ng, Fi nance , a n d Ur b a n Af f ai r s , Was hi ngt on. , D. C.
DEAR CHAI RMAN ASHLEY: As per t he s ugges t i on of your st af f , I a m f or wa r d-

i ng you a copy of a l et t er f r o m a cons t i t uent , Mr . Nor be r t J . Ke nke s , of Ha r t
Real t y. I nc. t o be i ncl uded i n your hear i ngs i nvol vi ng Re n t Suppl e me nt Fundi ng.

I n t hi s l et t er , Mr . He n k e s s eeks as s i s t ance on t hr ee mat t e r s :
1. Th e avai l abi l i t y of Re n t Suppl e me nt Funds .
2. An i ncr ease i n t he Gover nme nt ' s s ha r e of t he r ent f r o m 7 0 per cent t o 8 5

per cent .
3. El i gi bi l i t y of pr os pect i ve r es i dent s becaus e of t hei r bei ng i n t he l o w i nc ome

cl ass.
I s ha r e t he concer ns of al l i ndi vi dual s i nvol ved i n t hi s s i t uat i on. Pl eas e advi s e

me a s t o t he r esul t of t hes e hear i ngs .
Th a n k you f or your ki nd as s i s t ance o n t hi s mat t e r .
Wi t h ki nd per s onal r egar ds .

Si ncer el y,
THOMAS A. LUKEN, Me mb e r of Congr es s .

HART REALTY, I NC. ,
Ci nci nnat i , Ohi o, J a nua r y 27, 1977.

Repr es ent at i ve THOMAS A. LUKEN,
Ra y b u r n Ho u s e Off i ce Bui l di ng
Wa s hi ngt on. D. C.

DEAR REPRESENTATI VE LUKEN : Ou r c o mp a n y ma n a g e s t wo Sect i on 236 hous i ng
pr oj ect s i n Ci nci nnat i , Ohi o, a t whi c h s even f ami l i es a r e n o w r ecei vi ng as s i s t ance
t hr ough t he Re n t Suppl e me nt Pr o gr a m. We al s o ma n a g e t went y- ni ne Sect i on 221
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( d ) ( 3 ) hous i ng pr oj ect s , a t whi ch 1197 f ami l i es ar e r ecei vi ng t hi s s a me assi st -
ance.

Recent l y becaus e of dr ast i c i ncr eas es i n ut i l i t y cost s, we s ubmi t t ed t o H U D
Rent al I ncr eas e Reques t s on al l t hi r t y- t wo pr oj ect s a n d hopef ul l y, we wi l l be i m-
pl ement i ng t hes e i ncr eas ed r ent s ef f ect i ve Ma r c h 1, 1977.

Thr e e mat t er s n o w concer n u s —t h e avai l abi l i t y of r ent s uppl ement f unds a nd /
or t he abi l i t y of t he r es i dent s t o pay t hei r i ncr eas ed s har e of t he r ent .

I n a l et t er di r ect ed t o Mr . Sh e r ma n Gar dner , Pr es i dent , As soci at i on of H U D
Ma n a g e me n t Agent s , dat ed Oct ober 27, 1976, Secr et ar y Car l a Hi l l s ma d e t he
f ol l owi ng s t at ement s : " Th e appr opr i at i on Ac t appr oved by Congr es s a n d s i gned
by t he Pr es i dent f or f i scal year 1977 di d not i ncl ude f undi ng f or i ncr eases i n
Re nt Suppl e me nt Cont r act necess i t at ed by r ent al i ncr eases i n H U D assi s t ed
pr oj ect s. Ther ef or e, i t i s i mposs i bl e f or t hi s De pa r t me nt t o appr ove a n y i n-
cr eas e i n cont r act aut hor i t y. We wi l l , however , cont i nue t o have exi st i ng Re nt
Suppl e me nt Cont r act s i n t hei r pr es ent a mount s . "

We ar e gr eat l y concr ened a bout t hi s cut back a nd as k f or your assi st ance.
Second, even i f addi t i onal Re nt Suppl e me nt f unds ar e f or t hcomi ng, t he r esi -

dent has a pr obl em. Wh e n a ny Re nt I ncr eas e i s i mpl ement ed, t he r esi dent ' s pa y,
me n t al so goes up. Si nce mos t of t hes e r es i dent s ar e on l i mi t ed a nd/ or f i xed i n-
c ome s t hey wi l l be unabl e t o pa y t hei r i ncr eas ed por t i on of t he r ent .

Unde r t he Re nt Suppl e me nt Pr ogr a ms , t he Gover nment ' s s har e cannot ex-
ceed 7 0 per cent . On e sol ut i on woul d be t o i ncr eas e t hi s per cent age t o 8 5 per cent ,
s uch a s i s avai l abl e unde r t he Sect i on 8 Hous i ng Pr ogr a m. As a r esul t , a mu c h
needed Rent al I ncr eas e coul d be i mpl eme nt ed wi t hout caus i ng f ur t her f i nanci al
har ds hi p t o t he r esi dent s.

Fi nal l y, t he Re nt Suppl e me nt Pr ogr a m ha s t hr ee el i gi bi l i t y r equi r ement s f or
pr ospect i ve r es i dent s —el der l y i ndi vi dual s, handi capped per s ons or f ami l i es pr es-
ent l y l i vi ng i n s ubs t andar d hous i ng. I f t he f ami l y i s a l ow i nc ome f ami l y, but
does ont me e t one of t hes e r equi r ement s , i t i s not el i gi bl e f or a Re nt Suppl e me nt
Apar t ment . I t be come s i ncr eas i ngl y di st r essi ng t o t ur n t hes e f ami l i es a wa y.

We ar e, t her ef or e, as ki ng f or your ass i s t ance on t hr ee ma t t er s :
( 1 ) Th e avai l abi l i t y of Re nt Suppl e me nt Funds .
( 2 ) An i ncr ease i n t he Gover nment ' s s har e of t he r ent f r om 7 0 per cent t o

8 5 per cent .
( 3 ) El i gi bi l i t y of pr ospect i ve r es i dent s becaus e of bei ng i n t he l ow i nc ome

cl ass.
Ma n y t hanks f or your i nt er es t a n d ass i s t ance.

Si ncer el y,
NORBERT J. HENKES.

FLAI R HOUSE,
Sa nt a Mar i a , Cal i f . , Fe br ua r y 26, 1977.

Ho n . THOMAS L. ASHLEY,
Cha i r ma n, Subc ommi t t e e on Hous i ng a n d Co mmun i t y Deve l opment , Commi t t e e

on Ba nki ng, Fi nance a nd Ur ba n Af f ai r s, Was hi ngt on, D. C.
DEAR CHAI RMAN ASHI EY : Ha vi ng onl y t oday r ecei ved t hr ough t he cour t es y of

our Congr es s man, R. Lagomar s i no, 19t h Di st r i ct , Cal i f or ni a, your n a me f or t he
r espons i bl e Cha i r ma n of t hi s i mpor t ant a n d vi t al Sub- Commi t t ee, we has t en t o
f or wa r d a copy of t he me mo r a n d u m s ent r ecent l y t o Secr et ar y Har r i s of H U D
a nd ot her l i st ed reci pi ent s.

We t r us t t hat we ma y count on your a dde d s uppor t i n hel pi ng pr ove s o me of
t he cl ai ms a n d s t at ement s i ndi cat ed f or mor e effi ci ent hous i ng const r uct i on on
a nat i onal l evel . Th a n k you ver y mu c h, Si r , f or your r es pons e a nd f avour abl e
c omme n t s t o t hi s pr esent at i on.

Si ncer el y,
WALT STANLEY, Faci l i t y Cons ul t ant .

FLAI R HOUSE,
Sa nt a Mar i a , Cal i f . , Fe br ua r y 26, 1977.

Ho n . THOMAS L. ASHLEY,
Cha i r ma n, Subcommi t t e e on Hous i ng a nd Commu n i t y Deve l opment , Commi t t e e

on Ba nki ng, Fi nance a nd Ur ba n Af f ai r s, Was hi ngt on, D. C.
Ou r deep concer n f or t he ser i ous nat i onal hous i ng s hor t age, especi al l y a s i t ap-

pl i es t o ho me s f or t he needy, t he young a n d t he el der l y, ha s pr ompt ed us t o
ma k e speci al ef for t s t o ai d t hi s pr obl em.
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As Faci l i t y Engi nee r s a nd Cons ul t ant s we ha ve devel oped a nd r es ear ched a
nu mbe r of bui l di ng s ys t ems t hat c a n assi st i n f i ndi ng sol ut i ons t o s uppl y e nough
budget hous i ng f or t hos e i n need. Th e encl osed r epor t out l i nes s o me of t he wa y s
i n whi ch t hi s ca n be accompl i s hed. Your s uppor t t o achi eve t hes e r esul t s i s ur -
gent l y r eques t ed t hr ough act i ve par t i ci pat i on a nd pr act i cal encour agement .

Al l owi ng a s mal l c ompa ny, s uch as our s , t o r ecei ve l i mi t ed f undi ng f or a pr ac-
t i cal demons t r at i on cont r act wi l l br i ng act ual pr oof of t he capabi l i t y of t he r ec-
o mme n d e d s ys t em, a nd your ser i ous concer n a nd i nt er est t o hel p i n t he sol ut i on
t o t he nat i onal hous i ng pr obl em.

Si ncer el y,
WALT STANLEY, Faci l i t y Cons ul t ant .

MEMORANDUM TO SECRETARY HARRI S REGARDI NG BUDGET HOUSI NG

" Appa l l ed" i s t he wor d hea r d mos t f r equent l y t oday i n descr i bi ng t he r eact i ons
of pr ospeci t ve home buye r s wh e n t hey hea r of t he ever s oar i ng cos t of hous es ,
especi al l y wh e n t hey a r e young a n d l ooki ng f or t hei r f i rst home . Na t i onwi de t he
pr i ce of hous es , a nd i n par t i cul ar n e w const r uct i on, r ose anot her t en per cent-
10 per cent —t hi s pas t yea r i n mos t ci t i es a nd s ubur bs . Thi s put a n e w hous e out of
r each of ma n y buyer s nor mal l y cons i der ed pot ent i al h o me owner s . Th e sol ut i on
t o t hi s pr ob' em i s st r i ct l y i n t he ha nds of bui l der s- devel oper s , f i nanci al f i r ms
f ur ni s hi ng cons t r uct i on f unds a nd cer t ai n gove r nme nt agenci es . The y mus t
change t hei r vi ewpoi nt a n d at t i t ude t o n e w concept s a nd des i gns, a nd mu s t be
pr epar ed t o ai d t he f i ght f or t hei r accept ance.

NEW DESI GN CONCEPTS

A car ef ul eval uat i on of exi s t i ng needs a nd r equi r ement s , a nd t he n e w des i gn
concept s br ought t o t he ma r ke t pl ace by your i g des i gner s a nd ot her s wi t h mo r e
pr act i cal i deas a nd sugges t i ons, i nt r oduces concept s t hat ca n a nd wi l l br i ng t he
pr i ce of hous i ng t o accept abl e l evel s.

Det ai l ed cos t anal ys i s s hows t hat t he pr e- f abr i cat ed, i ndi vi dual bui l di ng sec-
t i ons whi c h ar e as s embl ed " on- si t e" i nt o compl et e ho me s wi t hi n a mi n i mu m t i me
s pan, i s t he l owes t pr i ced bui l di ng on t oday' s mar ke t . I nst al ' at i on of el ect r i c
wi r i ng, pl umbi ng l i nes a nd f i xt ur es i nt o sect i ons a nd s ub- as sembl i es on a pr o-
duct i on l i ne a t t he manuf ac t ur i ng pl ant , i s mu c h mor e effi ci ent , per mi t s cl ose
qual i t y as s ur ance i nspect i on, devel ops speedi er pr oduct i on a nd t her ef or e r educes
manuf ac t ur i ng cos t s over s i mi l ar " on-si t e" const r uct i on effort s.

Bui l di ng wal l a n d r oof sect i on s t r uct ur al s andwi ches wi t h ur et hane f o a m or
r es i n i mpr egna t ed hone yc omb cor es , ext er i or f aci ngs wi t h var i ed f i ni shes, a nd
s moot h i nt er i or s ur f aces r eady f or f i ni shi ng wi t h pai nt or wal l cover i ngs , of f er
out s t andi ng i nsul at i on val ues a bove mi n i mu m r equi r ement s , l i mi t ed compl e-
t i on r equi r ement s a nd qui ck, eas y i nst al l at i on. The s e wal l a n d r oof sect i ons can
al s o be i nst ql l ed on al l s t andar d wo o d or st eel a s wel l a s c us t om f r ami ng i n a
ver y s hor t t i me f or a dde d cons t r uct i on s avi ngs .

FLEXI BI LI TY FOR THE GROWI NG FAMI LY

Onc e t he hous i ng shel l need i s def i ned, t he next ques t i on mus t concer n i t sel f
wi t h f ami l y uni t r oom needs . A newl y we d counl e nor mal l y onl y r eal l y r equi r es a
be dr oom, bat h a nd ki t chen pl an, t hus per mi t t i ng us e of t he bal ance of t he shel l
s pace as a l ar ge l i vi ng r oom ar ea. Thi s al so al l ows t he m t o f ur ni s h t he h o me f or
t hei r i mme di a t e s hor t t e r m need wi t hout ext endi ng t hems el ves f i nanci al l y t o
equi p a mu c h l ar ger r es i dence. As t he f ami l y i ncr eas es i n si ze a nd t hei r i nc ome
I mpr oves , t he h o me owne r ca n a d d n e w r equi r ement s wi t h avai l abl e f unds . Ext r a
wal l s c an be i nst al l ed f or addi t i onal r o^ ms r equi r ed a nd i mpr oved f i xt ur es c a n
be s uppl i ed a nd mor e f ur ni s hi ngs added. Wh e n i n t i me al l r equi r ed r ooms ha ve
been compl et ed. but t he f ami l y f i nds t hat t he or i gi nal l i vi ng ar ea h a s be c ome t oo
s mal l , t he addi t i on of a " CORE UNI T" c a n sol ve t hi s pr obl em. Thi s i s a pr e-
engi neer ed, f act or y f abr i cat ed t ot al shel l uni t f ul l y &s ni pped a s a compl e t e ki t che,
f ul l ci ze bat h wi t h t ub/ s hower combi nat i on a nd a l aundr y ar ea. Thi s shel l sect i on
I s pl aced i nt o pos i t i on af t er r el ocat i on of one of t he ext er i or wal l seat i ons, whi c h
n o w be come s t he eTt er i or wal l f or t he a dde d sect i on, t o gi ve t he h o me a n i m-
pr oved, l ar ger l i vi ng a r ea f or t he gr owi ng f ami l y. T ar ger f ami l i es wi l l r equi r e
t wo or mor e be dr ooms a nd t wo ba t hs f r o m t he ver y begi nni ng, a nd t hi s s ys t em
al l ows r eady i nst al l at i on of al l r equi r ement s bef or e t he f ami l y uni t mo ve s i nt o
t hei r n e w home .
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Addi t i onal e qui pme nt i nst al l at i ons s uc h a s Sol ar He a t i ng s ys t ems f or al l hot
wa t e r s uppl y c a n be ma d e wher e ve r t hi s i s pr act i cal . Abo u t 2 6 % of al l wa t e r r e-
qui r ement s i n a n a ve r age h o me a r e f or per s ona l hygi ene, l a undr y oper at i ons a n d
cooki ng needs . Us e of wa t e r cons er vat i on devi ces i n s howe r s per mi t wa t e r s av-
i ngs of u p t o 6 0 %, wi t h t he s a me be i ng possi bl e wh e n s i mi l ar devi ces a r e i n-
s t al l ed i n al l wat er l i nes s er vi ng bas i ns i n ki t chen a n d ba t hr ooms .

CONTROLL I NG COS TS

Th e s ubj ect of cos t s f or mat er i al s a n d e qui pme nt i t e ms mu s t t a ke i nt o cons i d-
er at i on t he unbel i evabl e ma r k- up t ha t occur s f r o m t he t i me a n i t e m l eaves t he
or i gi n of ma nuf a c t ur e unt i l i t i s i nst al l ed i n t he n e w cons t r uct i on uni t . The r e a r e
f a r t oo ma n y mi ddl e- me n wh o s houl d be el i mi nat ed. Gov e r n me nt ha s a posi t i ve
r esponsi bi l i t y a n d dut y t o pas s neces sar y l egi sl at i on t o put a s t op t o t hi s pr act i ce.

I n a shel l bui l di ng, t he h o me o wn e r s houl d ge t a br eak. No w i f he we r e t o t r y
a n d pur chas e cer t ai n equi pment , pr oduct s or suppl i es f r o m a ma nuf a c t ur e r or
mas t e r whol es al er , he i s unsucces s f ul . The s e suppl i er s of pl umbi ng, el ect r i cal a nd
ot her pr oduct s s t at e " we onl y sel l t o t he t r ade t ha t act ual l y i nst al l s t hi s t ype
pr oduc t " ; or " we ar e not per mi t t ed by t he ma nuf a c t ur e r t o sel l di r ect t o you, t he
h o me owne r . We mu s t sel l t hr ough a s t at e l i censed bui l der / cont r act or or

' i nst al l er .
I n a hypot het i cal cas e pr oduc t " A" i s ma nuf a c t ur e d by t he ABC c o mp a n y a n d

s hi pped t o t hei r r egi onal ma s t e r whol es al er t hat cover s us ual l y a n ent i r e count y
or l ar ger a r ea, dependi ng o n popul at i on numbe r s . Thi s ma s t e r whol es al er n o w
s hi ps t he pr oduc t t o a n a r ea whol es al er or ma j or deal er , wh o i n t ur n sel l s i t t o
a t r ades f i r m or gener a l cont r act or , wh o sel l s i t aga i n t o t he f ut ur e h o me owne r .

Ta ki ng a r a n d o m manuf a c t ur i ng sal es pr i ce of $10. 00, wi t h nor ma l ma r k- ups of
a t l eas t 2 0 % by e a c h of t he peopl e or f i r ms handl i ng t hi s i t em, t he h o me o wn e r
i s as ke d f or a n i nst al l ed pr i ce of appr oxi mat e l y $16. 00, or s i xt y p e r c e n t - 6 0 %—
f or t he ac t ual i t em pl us t he l abor char ge f or i nst al l at i on. Si nce s uch cos t s r un
us ual l y a t l east $10 or mo r e f or t he t r ades man' s t i me a n d ef f or t , a h o me o wn e r
i s f or ced t o pa y pe r ha ps a s mu c h a s 1 0 0 % ove r t he act ual f act or y s al es pr i ce.

Th e cont i nued cos t i ncr ease of l a nd i s a par t of t he ent i r e bui l di ng cos t pr o-
g r a m t ha t r equi r es s epar at e handl i ng a n d sol ut i on. Feder a l a n d s t at e l egi sl at i on
ma y f i nd l egal appr oaches t hat c a n br i ng pr i vat e, s t at e or f eder al l ands a t des i r ed
l ocat i ons on t o t he ma r ke t pl ace a s accept abl e cons t r uct i on si t es.

GOVE RNME NT T RY AND B UY ME T HOD—AP P L I E D T O HOUS I NG

To r eal l y s ave mo ne y , gove r nme nt a t s t at e a n d f eder al l evel s s houl d f ol l ow a n
ol d es t abl i shed s ys t e m us ed by t h e m n o w. Wh e n t hey r equi r e a n e w pr oduc t
i t em, t he gove r nme nt i nvi t es qual i f i ed c ompa ni e s t o s ubmi t des i gn pr opos al s . Af -
t er car ef ul eval uat i on by exper t s , pr oposal s a r e sel ect ed f or pr oduct i on of one or
mo r e s a mpl e uni t s . The s e t hen go t hr ough ext ens i ve t es t i ng pr ocedur es , a n d f r o m
t he f i nal eval uat i on a f i nal pr oduc t i s chos en f or quant i t y manuf a c t ur e . Thi s wel l
es t abl i shed a n d t es t ed pr ocedur e i s l ow i n cos t a n d a l l ows a t t he s a me t i me eval -
uat i on a n d t est i ng of mo r e t ha n one pr oduc t des i gn. No ext ens i ve f unds a r e ex-
pende d, a n d t he i ndi vi dual mi ni ma l pr oc ur eme nt al l ows " t he s ma l l f i r ms " t o par -
t i ci pat e on t he s a me l evel a s t hei r l ar ger compet i t or . I n t he gove r nment ' s mi ni -
ma l pr oc ur e me nt f or t es t i ng, t he s mal l e r dol l ar cos t al so al l ows t he " s mal l
f i r ms " t o s ecur e neces s ar y f undi ng f r o m t hei r f i nanci al sour ces mo r e r eadi l y t hen
woul d be possi bl e i f l ar ge vol ume wa s t he onl y wa y t o obt ai n gove r nme nt
cont r act s .

Si nce t hi s wo r ks s o wel l a l r eady, wh y c a n t hi s not be appl i ed equal l y t o t he
hous i ng i ndus t r y? Wh y s houl d not H U D car r y out t he s a me pr ocedur e t o eva l ua t e
a n d t est di f f er ent bui l di ng concept s a n d des i gns ? The r e a r e a mul t i t ude of " s mal l
bus i nes ses " i n t hi s count r y t hat ha ve or a r e pr opos i ng hous i ng i deas t ha t a r e
uni que a n d di f f er ent .

Wh y not eval uat e t hei r concept s wi t h t he under s t andi ng t ha t t hey me e t al l
bas i c bui l di ng codes t ha t af f ect heal t h a n d s af et y s t a nda r ds ?

Fol l owi ng s a mpl e- uni t cons t r uct i on, t he gove r nme nt s houl d a l l ow sel ect ed t en-
ant s t o l i ve i n t hes e t est h o me s f or a speci f i ed t i me per i od, af t er whi c h t he t en-
ant s a n d ot her qual i f i ed bui l di ng off i ci al s de t e r mi ne t he val ues , benef i t s a n d f aul t s
of t he speci f i c des i gn. Onc e f aul t s ha ve been cor r ect ed, a n d t he des i gn i s ot her -
wi s e des i r abl e, vol ume cons t r uct i on c a n pr oceed t o me e t bui l di ng d e ma n d s f or t hi s
t ype des i gn.
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COMMON SENSE AND SOME DEREGULATI ON REQUI RED

Whi l e n o one ques t i ons t he bas i c r egul at i ons a n d r equi r ement s of a Uni f or m
Bui l di ng Code t hat of f er s s af et y a n d pr ot ect i on t o heal t h, l i fe a n d t he t enant , t oo
ma n y bui l di ng off i ci al s o n al l l evel s of g ov e r n me n t —f r o m Wa s hi ngt on, D. C. t o
t he smal l es t , l ocal of f i ce—ar e ma n y t i mes unneces s ar i l y ni t pi cki ng o n r egul a-
t i ons t ha t ha ve not hi ng t o d o wi t h heal t h a n d saf et y. Th e y ha ve deni ed des i gns
becaus e t he s eal of appr ova l doe s not c o me f r om t hei r choi ce of avai l abl e sour ces .
Th e y ha ve r ej ect ed des i gns becaus e t he y di d not per sonal l y l i ke a f eat ur e of t he
des i gn, whi c h of t en r equi r es nu me r o u s appea l s t o obt ai n r ever sal of s uch a de-
ci si on. Th e y ha ve de l ayed pr esent at i ons t oo of t en a n d f or t oo l ong f or r eas ons
onl y k n o wn t o t hems el ves .

I t i s t her ef or e hi gh t i me t ha t r espons i bl e gove r nme nt l eader s , be i t i n t he
nat i on' s capi t al or t he count y seat , car ef ul l y r evi ew. al l bui l di ng r egul at i ons not
t ot al ' y concer ned wi t h our heal t h a nd saf et y. Th e y s houl d be change d, s t r i cken
f r om t he books or modi f i ed t o pe r mi t eas y adj us t me nt s i n i ndi vi dual cases . Thi s
c a n be accompl i s hed t hr ough es t abl i s hment of a ser i es of r egi onal or a r e a t r i bu-
nal s or o mb u d s ma n compr i s ed of knowl edgeabl e, s i ncer e per s ons wh os e det e r mi na-
t i ons on al l mat t e r s not af f ect i ng heal t h a n d per s onal s af et y shal l be t he f i nal
deci s i on. To o ma n y appl i cant s wh e n deal i ng wi t h bui l di ng depar t me nt s a r e i nt i m-
i dat ed by t he ma n n e r i n whi c h t hey a n d t hei r pl ans a r e r ecei ved by of f i ci al dom.
Thi s ma y di s cour age t h e m t o exer ci s e t hei r const i t ut i onal r i ght s wh e n r ebuf f ed i n
s uch a posi t i ve ma nne r . An appea l t o a n i ndus t r y- or i ent ed t r i bunal cer t ai nl y
coul d ai d i n ma n y pr obl e m sol ut i ons, j us t a s i s done n o w by l ocal pl anni ng c om-
mi s s i ons on al l mat t e r s concer ni ng l a nd us e a n d devel opmet .

We a r e eager t o wo r k wi t h s ome one t o f i nd a sol ut i on t owa r ds t he ent i r e hous -
i ng pr obl em. Wi t h t he n e w Admi ni s t r a t i on i n Wa s hi ngt on concent r at i ng t hei r
ef f or t s on f i ndi ng a ns we r s t o t he pr obl ems t ha t t r oubl e t hi s count r y, a f r esh, n e w
begi nni ng c a n be ma d e a t t hi s t i me by al l concer ned wi t h t he hous i ng ne eds o f
t he peopl e.

A comf or t ab' e shel t er i s t he f i r st s t ep t o i mpr ovi ng t he wel l be i ng of al l
Ame r i c ans .

SI EGAI TYND SPI EGEL, A. I . A. ,
Ea s t Me a d o w, N. Y. , Fe br ua r y 15, 1977.

Re : " Th e Spi egel Pl a n " Conver s i on of Sur pl us School Bui l di ngs t o Hous i ng f or
t he El der l y.

Ho n . THOMAS L. ASHLEY,
Cha i r ma n, Subc ommi t t e e o n Hous i ng a n d Co mmu n i t y De ve l opme nt , Commi t t e e

o n Ba nki ng, Fi nance , a n d Ur b a n Af f ai r s , Wa s hi ngt on, D. C.
DEAR MR. CHAI RMAN: I n my exper i ence a s a n Ar chi t ect , I be c ome f ul l y a wa r e

of t he e no r mo us ne e d of Hous i ng f or El der l y. At t he s a me t i me, a n d s eemi ngl y
unr el at ed, t her e i s avai l abl e a n ever i ncr eas i ng n u mb e r of s uper f l uous School
Bui l di ngs —na t i onwi de . The s e a r e be c omi ng avai l abl e a s our Communi t i e s " g r o w
ol der " a n d t he chi l dr en bor n i nt o Communi t i e s b e c ome l ess. Emp t y School Bui l d-
i ngs be c ome a n e n or mou s bur de n o n t he t ax payi ng Co mmu n i t y , i n addi t i on t o
be c omi ng a t ar get f or va nda l i s m, i n t ur n, caus i ng det er i or at i on of good r es i den-
t i al nei ghbor hoods .

My sol ut i on t o bot h above p r o bl e ms —a s mo r e f ul l y out l i ned i n " Th e Spi egel
Pl a n " i s : Ma k e s uper f l uous School Bui l di ngs a n d Gr o und s avai l abl e f or Conve r -
s i on t o Hous i ng f or El der l y! I t wi l l pr event ma k i ng mi gr ant s of our El der l y
a nd ke e p t h e m i n t he Co mmu n i t y t hey he l ped bui l d! El der l y Hous i ng i s t he
onl y f ul l y compat i bl e us e f or s ur pl us School Bui l di ngs a n d Si t es i n r esi dent i al
ar eas .

Be c a us e of ma n y i ncompat i bl e us es pr opos ed i n cer t ai n ar eas , s o me School
Boa r ds ha ve r esor t ed t o di s pos i ng of School Bui l di ngs , a n d Pr oper t i es f or s ub-
di vi s i on t o s i ngl e f ami l y hous i ng pl ot s. Thi s , we al l k n o w t o be a mo s t unpr oduc -
t i ve, was t ef ul a nd ul t i mat el y t ax- c ons umi ng r at her t ha n pr oduci ng, us e.

I ha ve ma d e ef f or t s i n t he pas t t hr u H U D t o hel p s ol ve t he a bove pr obl ems
vi a a s epar a t e pr ogr a m. Pe r ha ps t he Sect i on 8 Pr o g r a m c a n be a vi abl e vehi cl e
I n t he al t er nat i ve. Ho we ve r , t o my mi nd, i f t o be r eal l y ef f ect i ve, mu c h l ar ger
appr opr i at i ons wi l l be needed.

By t he s a me t oken, whi l e Sect i on 202 Fu n d s a r e gener al l y avai l abl e f or
Ne w Cons t r uct i on onl y, t hey s houl d be per mi t t ed t o be us ed f or conver s i on
of e mp t y School Bui l di ngs t o Hous i ng f or El der l y.
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I mu c h appr eci at e your gi vi ng cons i der at i on t o t he above . I s i ncer el y bel i eve
t hat t he t ax bur de n caus ed by e mp t y school s , a n d al t er nat i vel y, t he Hous i ng
f or El der l y pr ovi ded t her ei n, c a n pl ay a subs t ant i al pa r t i n pr ovi di ng r eas onabl e
Hous i ng f or our El der l y Ame r i c ans .

Ma y I l ook f or wa r d t o hear i ng f r o m you?
Si ncer el y,

SI EGMUND SPI EGEL,
Ar chi t ect a n d Pl anner .

CONGRESS OF THE UNI TED STATES,
HOUSE OF REPRESENTATI VES,

Wa s hi ngt on, D. C. , Fe br ua r y 28, 1977.
Mr . SI EGMUND SPI EGEL,
Ar chi t ect a nd Pl anner ,
Ea s t Me a d o w, N. Y.

DEAR Mn . SPI EGEL: Th a n k you f or your r ecent l et t er f or wa r di ng your pr opos al
f or conver t i ng super f l uous s chool bui l di ngs a nd gr ounds i nt o hous i ng f or
t he el der l y. Thi s s ounds l i ke a mos t i nt r i gui ng i dea a n d I pl an on t aki ng ad-
va nt a ge of t he cur r ent hear i ngs t he s ubc ommi t t e e i s hol di ng on hous i ng l egi sl a-
t i on t o br i ng t hi s pr opos al t o t he at t ent i on of t he Secr et ar y of H U D i n or der
t o obt ai n t he exper t vi e ws of t hat De pa r t me nt .

I wi l l be i n f ur t her cont act wi t h you af t er I ha ve r ecei ved t hes e vi ews .
Yo u r i nt er est i n t he pr obl ems of t he el der l y a nd t he pr obl ems of hous i ng

a n d c o mmu n i t y de ve l opment gener al l y i s appr eci at ed.
Si ncer el y,

THOMAS L. ASHLEY,
Cha i r ma n, Subc ommi t t e e o n

Hous i ng a n d Co mmu n i t y De ve l opme nt .

CONGRESS OF THE UNI TED STATES,
HOUSE OF REPRESENTATI VES,
Wa s hi ngt on, D. C. , Ma r c h 7, 1977.

Ho n . THOMAS L. ASHLEY,
Cha i r ma n, Subc ommi t t e e o n Hous i ng a n d Co mmu n i t y De ve l opme nt , Commi t t e e

on Ba nki ng, Fi na nc e a n d Ur b a n Af f ai r s, Wa s hi ngt on, D. C.
DEAR CHAI RMAN ASHLEY: On J a nua r y 4, I i nt r oduced t he " Sur pl us School

Cons er vat i on Act " , H. R. 487. Thi s l egi s l at i on pr esent l y ha s 2 7 Ho u s e cos pons or s .
I n br i ef , t he pur pos e of t hi s l egi s l at i on i s t o a l l ow t he De pa r t me n t of Hous i ng

a n d Ur b a n De ve l opme nt t o ma k e gr ant s t o c ommuni t i e s cover i ng 8 0 per cent
of t he cos t of r emodel i ng school s i nt o f aci l i t i es sui t abl e f or s uc h pur pos es a s
day- car e a n d s eni or ci t i zen cent er s , l i br ar i es, a n d c o mmu n i t y heal t h cent er s .

As a r esul t of c ha ngi ng popul at i on pat t er ns , i t i s es t i mat ed t hat , nat i onal l y,
publ i c s chool enr ol l ment wi l l dr op b y 5 mi l l i on i n t he next f e w year s . I n my
o wn h o me count y, a 3 9 % dr op i n enr ol l ment i s expect ed by 1985. Unl es s
s o me act i on i s t a ken t o ut i l i ze t hes e a ba ndone d faci l i t i es, t hei r me r e i ndebt ed-
nes s a nd ma i nt e na nc e wi l l cont i nue t o be a bur de n on a l r eady over bur dened
l ocal pr oper t y t axpayer s . Fur t her , a s you wi l l not e f r om t he encl osed ar t i cl e
i n t he Lo n g I s l and Pr e s s of Ma r c h 3, 1977, t he a ba ndone d bui l di ngs c a n
be ha ve ns f or her oi n addi ct s , a n d t hey a r e pr i me t ar get s f or vandal s .

Whi l e t hi s pr obl em af f ect s ma n y s ubur ba n ar eas whi c h ha ve exper i enced
t he begi nni ng a n d e nd of t he " ba by boom" , i t al s o af f ect s t he Nat i on' s ci t i es,
whi c h ha ve exper i enced s ha r p r educt i ons i n popul at i on. I n shor t , t hi s i s a
nat i onal pr obl e m whi c h wi l l not be i mpr ovi ng, a nd I bel i eve we woul d be bet t er
of f i f we at t acked i t n o w.

Accor di ngl y, I woul d hope t ha t your s ubc ommi t t e e woul d c o mme n c e hear i ngs
o n t hi s l egi s l at i on a t a n ear l y dat e, a n d I woul d r espect f ul l y r eques t t ha t
c o mme n t s be r ecei ved f r o m t he appr onr i at e Fe der a l agenci es .

I appr eci at e your cons i der at i on of t hi s r eques t .
Si ncer el y,

NORMAN F. LENT,
Me mb e r of Congr es s .
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U. S. HOUSE OF REPRESENTATI VES,
COMMI TTEE ON BANKI NG, FI NANCE AND URBAN AFFAI RS,

Wa s hi ngt on, D. C. , Ma r c h 10, 1977.
Ho n . PATRI CI A R. HARRI S,
Secr et ar y, De pa r t me nt of Hous i ng a n d Ur ba n De ve l opme nt , Wa s hi ngt on, D. C.

DEAR MADAM SECRETARY: Pl eas e pr ovi de t o t he Commi t t e e o n Ba nki ng,
Fi nance , a n d Ur b a n Af f ai r s t he c o mme n t s of t he De pa r t me n t of Hous i ng a n d
Ur b a n De ve l opme nt on t he bi l l , H. R. 487, T o Aut hor i ze t he Secr et a r y of Hous i ng
a n d Ur b a n De ve l opme nt t o ma k e gr ant s t o l ocal agenci es f or conver t i ng cl os ed
school bui l di ngs t o ef fi ci ent , al t er nat e us es , a n d f or ot her pur pos es .

A c opy of t he bi l l i s encl os ed.
Si ncer el y,

HENRY S. REUSS, Cha i r ma n.
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95TH CONGRE S S H
1ST SESSI ON . R. 487

I N T HE HOTJ SE OF REP RES ENTATI VES

J ANUARY 4, 1977

Mr . LENT i nt r oduced t he f ol l owi ng bi l l ; whi ch was ref er red t o t he Com-
mi t t ee on Banki ng, Fi nance and Ur ban Af fai r s

A BI LL
To aut hori ze t he Secret ary of Housi ng and Ur ban Devel opment

t o make grant s to l ocal agenci es for convert i ng cl osed school

bui l di ngs t o efficient, al ternate uses, and for ot her purposes.

1 Be it enact ed by the Senat e and House of Represent a-

2 t ives of the Uni t ed St at es of Amer i ca i n Congr ess assembl ed,

3 S HORT TI TLE

4 That this Act ma y be ci ted as t he "Surpl us School Con-

5 servat i on Act of 1976".

6 Fi ndi ngs

7 ( a) The Congr ess fi nds t hat-

8 ( 1) decl i ni ng school enrol l ment s and popul at i on

9 mi grat i on have caused t he closures of school s at all l evels

10 t hroughout t he count ry;
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2

( 2) t he school bui l dings t hat have been closed

represent val uabl e resources to communi t i es and shoul d

be mai nt ai ned and operat ed for ot her product i ve uses;

( 3) local communi t i es l ack t he necessary funds to

adequat el y recycle closed school bui l dings on their own;

and

( 4 ) t he Federal Gover nment has a responsibi l i ty

to assist communi t i es i n recycl i ng closed school bui ld-

i ngs wi t h Federal funds.

( b) I t is t he purpose of this Act to provi de grant s to

communi t i es t o enabl e t hese communi t i es to mai nt ai n and

operat e, in t he most efficient, creat ive, and economi cal man-

ner possible, closed school bui l dings for ot her product i ve pur -

poses det ermi ned by t he respect ive communi t i es. Such ot her

product i ve purposes shal l be i n t he fields of educat i onal and

social services and ma y i ncl ude any purpose described i n

sect ion 3 ( a) of this Act .

SEC. 2. As used i n this Act , t he t e r m—

( 1) "cl osed school bui l di ng" means any bui ldi ng

or st ructure whi ch has been used duri ng any peri od as a

school or as a cl assroom or related facility for educat i onal

or t raining purposes i ncl udi ng athletics but , as of t he dat e

of appl i cat ion for a grant to renovat e such bui lding or

st ructure under this Act , is not so used;

( 2) "cost s" i ncl udes expenses for prepari ng dr aw-
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3

1 i ngs and specifications, for remodel i ng, al tering, or i m-

2 provi ng a bui lding, for materi al s and l abor, and for

3 i nspect ing and supervi si ng const ruct i on;

4 ( 3) "el ement ar y or secondary school " means any

5 school whi ch provi des el ement ary or secondary educa-

6 t ion, as det ermi ned under St at e l aw, except t hat such

7 t er m does not i ncl ude any educat i on provi ded beyond

8 grade 12 or its equi val ent ;

9 ( 4) "l ocal agency" means any agency or ot her

10 inst rument al i t y of a State, count y, city, pari sh, t ownshi p,

11 or ot her political subdivi sion of a St at e and incl udes an

12 agency or ot her i nst rumental i ty of one. or mor e such

13 political subdi vi si ons;

14 ( 5) "school year " means an academi c year or i ts

15 equi val ent as defi ned by Stat e l aw;

16 ( 6) "Secret ar y" -means t he Secret ary of Housi ng

17 and Ur ban Devel opment ; and

18 ( 7) "St at e" means any St at e of t he Uni t ed States,

19 t he Dist rict of Col umbi a, t he Commonweal t h of Puer t o

20 Ri co, Guam, Amer i can Samoa, t he Vi rgi n Isl ands, t he

21 Trust Terri t ory of t he Paci fic Isl ands, or any ot her

22 terri tory or possession of t he Uni t ed States.

23 SEC. 3. ( a) The Secret ary ma y make grant s to local

24 agencies, and such local agenci es shal l use t he money recei ved

25 f r om such grant s, t o pay t he costs of renovat i ng closed school

- - -



2668

4

1 bui ldings so t hat such bui ldings ma y be convert ed for use by

2 such local agenci es for product i ve educat i onal and social

3 service purposes i ncl udi ng any of t he fol l owi ng such

4 purposes-

5 ( 1) communi t y cent ers;

6 ( 2) senior ci tizen cent ers;

7 ( 3) day care cent ers;

8 ( 4) preschool s;

( 5) communi t y col l eges;

10 ( 6) vocat ional school s;

11 ( 7) wal k-i n cent ers for dr ug abuse or ot her

12 counsel i ng;

13 ( 8) medi cal facilities or cent ers;

14 ( 9) dent al facilities or cent ers; and

15 ( 10) recreat ional centers.

16 ( b) A local agency desi ring to recei ve a grant under

17 this Act shal l submi t t o t he Secret ary an appl i cat i on

18 cont ai ni ng-

19 ( 1) a pl an for renovat i ng a closed school bui ldi ng

20 and for usi ng such bui l di ng after such renovat i on for

21 educat i onal and social service purposes;

22 ( 2) an est i mat e of t he cost s of such renovat i on;

23 ( 3) a st at ement eval uat i ng t he social and economi c

24 i mpact of t he renovat i on and use of such bui l ding for

25 such purposes; and
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5

( 4) such ot her i nformat i on whi ch demonst rat es

2 to t he Secret ary' s satisfaction sufficient financial abil ity

3 on t he part of such local agency to carry out the pro-

4 visions of such pl an.

5 ( c) The amount of a grant under this Act shal l be

6 80 per cent um of t he est i mat ed cost of renovat i on cont ai ned

7 in t he appl i cat ion submi t t ed to t he Secret ary under subsec-

S t ion ( b) of this sect ion.

9 ( d) If t he amount of a grant under this Act is mor e

10 t han t he actual cost of renovat i on under such grant , t he

11 local agency whi ch recei ved such grant shal l ret urn such

12 surpl us money to t he Secret ary, who shal l use such surpl us

13 money to make ot her grant s under this Act .

14 ( e) Not wi t hst andi ng sect ion 3648 of t he Revi sed

15 Stat utes of t he Uni t ed Stat es ( 31 U. S. C. 529) , t he Secret ary

16 ma y advance publ i c money to local agenci es for grant s under

17 this Act .

18 SEC. 4. I n approvi ng appl i cat i ons for grant s under this

19 Act , t he Secret ary shal l-

20 ( 1 ) gi ve priori ty to an appl i cat i on for i emovat i ng

21 a closed school bui ldi ng whi ch is locat ed in a school dis-

22 trict whose current school enrol l ment s have decreased

23 by 10 per cent um or mor e f r om t he school enrol l ment s

24 of t he previ ous school year as det ermi ned by t he Seere-

25 t ary based on the most recent i nformat i on avai l able to
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1 t he Commi ssi oner of Educat i on, except that an educa-

2 t ional inst itut ion ot her t han an el ement ary or secondary

3 school shall not be gi ven priori ty under this paragr aph;

4 ( 2) gi ve priori ty to an appl i cat ion for renovat i ng

5 a closed school bui l di ng whi ch is not on t he dat e of such

6 appl i cat ion bei ng fully utilized for a product i ve educa-

t ional and social service purpose ( ot her t han utilization

as a st orage facility) ;

9 ( 3 ) requi re assurances that t he closed school bui ld-

10 i ng for whi ch a grant is bei ng appl i ed for under this Act

wil l not , after its renovat i on, be used pri mari l y as a

12 st orage facility; and

13 ( 4) i ncl ude in hi s consi derat i on t he fol l owi ng fac-

14 tors:

15 ( A) t he need of t he local agency for a grant

16 under this Act based upon t he number of closed

17 school bui ldings l ocated in t he s ame school district

18 as t he closed school bui lding for whi ch t he local

19 agency is appl yi ng for a grant under this Act and

20 upon t he size of t he popul at i on served by that school

21 district;

22 ( B) t he suitability of such cl osed school bui ld-

23 i ng for renovat i on i ncl udi ng t he val ue of such bui ld-

24 i ng before renovat i on; and
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( C) t he val ue of such cl osed school bui lding

2 after renovat i on : ncl udi ng t he number of individual s

who wil l use such bui l di ng, t he number of different3

4 uses of such bui l di ng, and t he l engt h of t i me duri ng

whi ch such bui l ding wil l be so used.

S m. 5. The Secret ary shal l prescribe reasonabl e regul a-

t ions to carry out t he provi si ons of this Act and to assure

8 t hat a closed school bui l ding renovat ed under this Act shal l

, be used by a local agency i n accordance wi t h t he pl an of

10 t hat agency requi red under sect ion 3 ( b) ( 1) of this Act .

11 SEC. G. For any fiscal year , no mor e t han 10 per cent um

12 of t he funds appropri at ed by Congr ess for grant s under this

13 Act shal l be grant ed to local agenci es i n any Stat e.

14 SEC. 7. The Secret ary shal l serve as a nat ional cl earing-

15 hous e to local agenci es by havi ng avai l able publ i cat ions on

16 al ternat ive uses of closed school bui ldings and by suggest i ng,

17 at t he request of a local agency, how a dosed school bui lding

18 can best be used for educat ional and social service purposes

19 gi ven such bui lding' s uni que locat ion and design.

20 SEC. 8. For each fiscal year for whi ch funds are appro-

21 priated under this Act , t he Secret ary shal l prepare and sub-

22 mi t , not later t han ni net y days after t he end of such fiscal

23 year, to t he Presi dent and t he Congress a report listing t he

24 local agenci es that recei ved grant s under this Act dur i ng
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8

1 such fiscal year and t he purposes for whi ch such grant s wer e

2 made. The report for the. thi rd such fiscal year shal l al so

3 i ncl ude-

4 ( 1) a cost analysi s of t he effect iveness of grant s

5 made under this Act ;

6 ( 2) t he fi ndings of a survey, whi ch t he Secret ary

7 shal l conduct , on t he ext ent of t he pr obl em of school

closures nat i onwi de, i ncl uding an anal ysi s of wher e and

9 why school s are closi ng;

10 ( 3) resul ts of a st udy and cost analysi s, whi ch t he

11 Secret ary shal l conduct , on t he i mpact decl ining school

12 enrol l ment s have on local communi t i es; and

13 ( 4) an eval uat ion of whet her grant s under this Act

14 are t he most effective and economi cal way of recycl i ng

15 closed school bui ldings.
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U. S. HOUSE OF REPRESENTATI VES,
COMMI TTEE ON BANKI NG, FI NANCE, AND URBAN AFFAI RS,

Wa s hi ngt on, D. C. , Ma r c h 11, 1977.
Ho n . NORMAN F . LENT,
Ho u s e of Repr es ent at i ves ,
Wa s hi ngt on, D.

DEAR COLLEAGUE: Thi s i s i n r es pons e t o your l et t er concer ni ng H. R. 487, a
bi l l whi c h you i nt r oduced t o aut hor i ze t he Secr et ar y of Hous i ng a n d Ur b a n
De ve l opme nt t o ma k e gr ant s t o l ocal agenci es f or conver t i ng cl os ed s chool
bui l di ngs t o effi ci ent , al t er nat e uses , a nd f or ot her pur poses .

Enc l os ed i s a copy of our r eques t t o ge t t he Admi ni s t r at i on' s offi ci al vi ews
o n t hi s bi l l . I hope t o i ncl ude t hei r r epl y i n t he r ecor d of t he hear i ngs o n t he
r eaut hor i zat i on of hous i ng a n d c o mmu n i t y de ve l opme nt l egi s l at i on whi c h t he
s ubc ommi t t e e j us t compl et ed. Whi l e i t wi l l pr obabl y not be possi bl e t o hol d
speci al hear i ngs excl us i vel y on t hi s l egi s l at i on, I woul d t hi nk i t i mpor t a nt t o
get t he offi ci al vi e ws of t he Admi ni s t r a t i on on t hi s mo s t i nt er est i ng a n d possi bl y
ver y us ef ul l egi sl at i ve pr oposal .

Si ncer el y,
THOMAS L. ASHLEY, Cha i r ma n.

[ Th e l et t er r ef er r ed t o i s r et ai ned i n t he s ubcommi t t ee ' s fi l es. ]

MI LLMAN AND BRODER, P. C. ,
Wa s hi ngt on, D. C. , Ma r c h 10, 1977.

Re Hous i ng: On/ Of f Budge t .
Ho n . HENRY S. REUSS,

Cha i r ma n, Ho u s e Commi t t e e on Ba nki ng, Fi na nc e a n d Ur b a n Af f ai r s , Ra y b u r n
Ho u s e Of f i ce Bui l di ng, Wa s hi ngt on, D. C.

DEAR CHAI RMAN REUSS : Thi s f i r m r epr es ent s t he Nat i onal Counc i l of Seni or
Ci t i zens on hous i ng mat t er s . Al t hough we di d not r eques t t he oppor t uni t y t o
t est i f y on t he r ecent r ound of hear i ngs he' d by your s ubcommi t t ee , we woul d
appr eci at e i t i f our vi e ws concer ni ng t he a bove r ef er enced mat t e r be pr i nt ed
i n t he r ecor d.

NCS C i s concer ned wi t h a posi t i on t aken i n t es t i mony r ecent l y b y Secr et ar y
Ha r r i s i n whi c h s he r e ne we d t he cal l f or pl aci ng t he 202 pr ogr a m on budget . We
f eel s t r ongl y t hat t hi s pr opos al i s i l l advi sed. Th e Secr et ar y ha s s t at ed t ha t t hi s
pr opos al wa s bei ng ma d e " i n t he i nt er est of achi evi ng f i scal di sci pl i ne i n vi e w
of t he i mpa c t of t he 20 2 pr ogr a m on t ot al Fe der a l r es our ces f or domes t i c
pr ogr ams " .

I n our opi ni on pl aci ng 202 on budge t wi l l not f os t er f i scal di sci pl i ne but wi l l ,
i ns t ead, di s t or t t he r ol e of 2 02 by count i ng a s ecur ed r eal es t at e i nves t me nt
r epai d a t i nt er est a s a n expendi t ur e i ns t ead of a s a n asset . Th e onl y pr oper
a mo un t s t o be i ncl uded i n t he budge t woul d be a n y i nt er est s ubs i dy i nvol ve d—of
whi c h t her e a r e n o n e —a n d a n y r e pa yme nt s of t he l oan t ha t c o me f r o m Fe de r a l
s our ces .

Fur t he r mor e , Sect i on 8 r ent al as s i s t ance pa yme nt s a r e pr ovi ded i n t a n d e m
wi t h t he 202 l oan, a nd t hes e f unds a r e a l r eday on budget . I f 202 i s al s o pl aced
o n budget , expendi t ur es wi l l be count ed t wi c e —onc e wh e n t he l oan i s ma d e a n d
once wh e n Sect i on 8 as s i s t ance pa yme nt s a r e ma d e . Th e obvi ous y di s t or t ed r e-
sul t coul d onl y r esul t i n t he dea t h of t he pr ogr a m.

Fo r your i nf or mat i on, we ha ve encl os ed a n anal ys i s of t hi s budge t i s sue pr e-
par ed by t he Nat i ona l Counci l ' s St af f Ec onomi s t , Be t t y Dus ki n.

Th a n k you f or your at t ent i on t o t hi s mat t e r a n d your concer n f or hous i ng nee ds
of t hi s nat ur e.

Si ncer el y,
RI CHARD M. MI LLMAN.

T HE BUDGET STATUS OF THE SECTI ON 2 02 PROGRAM, BY BETTY DUSKI N, NATI ONAL
COUNCI L OF SENI OR CI TI ZENS

Del i ber at i ons l eadi ng u p t o t he Re por t of t he Commi s s i on on Bu d ge t Con-
cept s i n 1967 a n d t he pr oceedi ngs of a t echni cal conf er ence, whi c h f ol l owed
shor t l y t her eaf t er i ndi cat ed t ot al a gr e e me nt i n onl y one a r e a : t he " pr ope r "
budge t de pe nds on t he pur pos es i t i s i nt ended t o s er ve. As a cor ol l ar y, i n t ha t
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a " uni budge t " s er ves mul t i pl e pur pos es , i n t r yi ng t o s er ve t h e m al l , i t ma y not
s er ve al l or t he m wel l . Sect i on 202 of t he Hous i ng Ac t of 1959 i s a cas e i n poi nt
of a n act i vi t y par t i cul ar l y i l l- s er ved a n d whi c h i l l- ser ves t he budge t by gr os s
i ncl us i on " a bove t he l i ne".

Amo n g t he f r equent l y pos i t ed pur pos es whi c h t he budge t i s us ed f or a r e t he
f ol l owi ng:

( 1 ) me a s ur e me nt of t he e c onomi c i mpa c t of t he budge t ;
( 2 ) me a s ur e me nt of t he " s i ze" of gove r nme nt ;
( 3 ) speci f i cat i on of t he f i nanci ng ne eds of gove r nme nt ;
( 4 ) enf or c ement of s o me concept of f i scal r espons i bi l i t y; a n d
( 5 ) ser vi ce a s a n i ns t r ument of ma n a g e me n t over pr ogr a ms b y t he Ex -

ecut i ve a n d Congr es s .
I n r egar d t o t he fi rst , di r ect l oan oper at i ons of t he gove r nme nt ma y pot ent i al l y

i mpa c t cr edi t ma r ke t s , mu t a r e not t hought t o oper at e vi a a " mul t i pl i er " ef f ect
on i nc ome i n t he s a me wa y as di r ect gove r nme nt expendi t ur es . The r e i s a n
obvi ous di f f er ence i n ef f ect be t we e n a l oan t o a n i ndi vi dual or gr oup whi c h
mu s t be r epai d a n d a n out r i ght gr a nt or t r ans f er whi c h r ai s es di sposabl e i ncome .
Th e onl y e l e me nt of a l oan pr ogr a m whi c h ma y be cons i der ed i n t he s a me wa y
a s a gr ant whi c h di r ect l y i ncr eas es i nc ome i s t he e l e me nt of s ubs i dy whi c h ma y
be pr es ent i f t he l oan i s of f er ed at / or be l ow ma r ke t r at es of i nt er est . I f t hi s el e-
me n t of s ubs i dy i s pr esent , t he cor r ect ques t i on t o a s k concer ns t he exi s t ence
a n d s i ze of t he s ubs i dy a n d not t he t ot al s i ze of t he l oan f or i ncl us i on i n or ex-
cl us i on f r o m t he budget .

Addi t i onal l y, i t i s pr obabl e t hat t he i mpa c t on cr edi t ma r ke t s ma y be s l i ght or
nonexi s t ent i n t he pr es ence of of f set t i ng mone t a r y pol i cy. I t t her ef or e appe a r s
r eas onabl e t o ques t i on t he i ncl us i on of onl y one act or i n t he pl ay of mone t a r y
pol i cy wh e n t he s t ar of t he s h o w—Fe d e r a l Res e r ve ope n ma r ke t oper a t i ons —i s
excl uded. Par t i al i nf or mat i on ma y di s t or t t he pi ct ur e r at her t ha n e nha nc i ng
our i ns i ght s i n t hi s ar ea.

Se cond, t he r el evance of a l oan f or l ong- t er m capi t al i nve s t ment t o ques t i ons
of t he " s i ze" of gove r nme nt i s not cor r ect l y under s t ood. Ques t i ons r egar di ng t he
ma gni t ude of gove r nme nt act i vi t y s houl d not a t t e mpt t o a dd t oget her appl es a n d
or anges . Gov e r nme n t expendi t ur es a n d r eve nues whi c h r epr es ent f l ows ove r t he
cour s e of a f i scal year c a nnot be pr oper l y a d de d t o as set s a n d l i abi l i t i es whi c h
r epr es ent s t ocks a n d not f l ows , par t i cul ar l y wh e n t he as set s a n d l i abi l i t i es ap-
pea r o n t he l edger i n t he pr i vat e sect or . Aga i n, t he onl y l egi t i mat e e l e me nt whi c h
r epr es ent s gove r nme nt act i vi t y i n t he s a me wa y a s f l ows of expendi t ur es a n d
r evenues i s t he expl i ci t or i mpl i ci t s ubs i dy el ement . Th e s i ze of t he l oan over -
s t at es t he r ol e of gove r nme nt wh e n i t s f unct i on i s t ha t of a n i nt er medi ar y.

Thi r d, de t e r mi ni ng t he f i nanci ng ne eds of gove r nme nt aga i n under s cor es t he
di ff i cul t i es a n d t he i mpor t a nc e of t he di f f er ences be t we en cur r ent a n d capi t al
t r ans act i ons. Cer t ai nl y, t he t wo t ypes of bor r owi ng c a nnot a n d s houl d not be
f or ced i nt o t he s a me t i me f r a me . Wh e r e exc l udi ng l endi ng oper at i ons a n d con-
s equent bor r owi ng ne eds f r o m t he budge t s er ves t o ma k e t hi s cr uci al di s t i nct i on,
di r ect l oans of t hi s t ype s houl d be excl uded. Exc l us i on of 202 l oans woul d l egi t i -
ma t e l y mo v e i n t hi s di r ect i on.

Next , i n r egar d t o f os t er i ng f i scal r esponsi bi l i t y, i t bel i es t he as t ut enes s of
Congr es s t o a s s u me t hat f i scal r esponsi bi l i t y i s sol el y a f unct i on of whe t he r or not
i t e ms a r e i nc l uded or exc l uded f r om t he budget . Cer t ai nl y, Congr es s i t sel f woul d
ar gue aga i ns t t hi s pr epos t er ous pr es umpt i on. I ndeed, t r ans act i ons whi c h ha ve a
bui l t - i n di sci pl i ne ba s ed up on cur r ent or ant i ci pat ed r ecei pt s ma y not r equi r e ex-
t er nal di sci pl i ne i n t he s a me wa y t ha t open- ended pr ogr a ms or pr ogr a ms whi c h
mu s t annua l l y c ompe t e f or t he s car ce r esour ces of gove r nme nt a mi ds t c ha ngi ng
pr i or i t i es do.

Las t , t he ma n a g e me n t pr er ogat i ves of t he Execut i ve br a nc h a nd t he Congr e s s
a r e al so not a f unct i on of t he char act er i s t i cs of t he budget , but a r e l e7al l y det er -
mi ne d wi t hi n t he cont ext of speci f i c l egi sl at i on a n d by t he Cons t i t ut i on. Thes e ,
a n d not t he ma ke - up of t he budge t a r e t he cont r ol l i ng f act or s .

I n s u mma r y , di f f er ent appr oac hes t o t he t r ea t ment of di r ect l endi ng oper at i ons
f or capi t al i nve s t ment s uch a s Sect i on 202 of t he Hous i ng Ac t of 1959 ma y be
appl i cabl e f or di f f er ent pur pos es , but none of t he c i r cums t ances di s cus s ed l egi t i -
mi zes t he i ncl us i on of gr os s l endi ng oper at i ons o n a n a nuna l basi s.

Thi s i s not t o de ny t he i mpor t anc e of cr edi t oper at i ons but t o e mpha s i z e t he
f ol l owi ng poi nt s :

( 1 ) Th e e c onomi c ef f ect s of s uc h oper at i ons a r e not pr oper l y as ses s ed e ve n
wh e n l endi ng i s net t ed. out b y r e pa yme nt s ;
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( 2 ) Capi t al expendi t ur es a r e not pr oper l y addi t i ve t o i nc ome- gener at i ng ex-
pendi t ur es ; a n d

( 3 ) Over s t at i ng t he me ani ngf ul t ot al expendi t ur es i n or der t o ef f ect f i scal r e-
sponsi bi l i t y a n d ma i nt a i n ma n a g e me n t pr er ogat i ves i s a cur i ous a n d i neff i ci ent
f o r m of di sci pl i ne on t he budget i ng pr oces s .

T HE DI STRI CT OF COLUMBI A,
Wa s hi ngt on, D. C. , Apr i l 7, 1977.

Ho n . THOMAS L. ASHLEY,
Cha i r ma n, Subc ommi t t e e o n Hous i ng a n d Co mmu n i t y De ve l opme nt , Ho u s e of

Repr es ent at i ves , Ra y b u r n Ho u s e Of f i ce Bui l di ng, Wa s hi ngt on, D. C.
DEAR MR. CHAI RMAN: Yo u r Commi t t e e i s n o w act i vel y cons i der i ng s ever al

a me n d me n t s t o t he Hous i ng a n d Co mmu n i t y De ve l opme nt Ac t of 1974, i ncl udi ng
a ma j or c ha nge i n t he c o mmun i t y deve l opment f undi ng f or mul a . Th e r evi s i on
of t he Co mmu n i t y De ve l opme nt Bl oc k Gr a nt Ent i t l ement For mul a , as pr opos ed
by HUD, wi l l r esul t i n a ver y subs t ant i al dr op i n f undi ng f or t he ci t y of Wa s h -
i ngt on, D. C. Th e Di st r i ct f undi ng wi l l d e - l i ne by $17. 3 mi l l i on ( or 4 2 per cent ) ,
f r o m $40. 8 mi l l i on i n f i scal year 1977 t o $23. 5 mi l l i on i n f i scal year 1980.

We bel i eve t hat t he n e w f or mul a does not accur at el y ref l ect t he ma j or hous i ng
a n d c ommu n i t y de ve l opme nt ne eds her e i n t he Nat i on' s Capi t al , a n d qui t e pos -
si bl y t he ne e ds of ma n y ot her ci t i es t hr oughout t he count r y. Th e ma j or dr op i n
f undi ng pr oj ect ed f or our ci t y s t ands i n s t ar k cont r as t t o t he f act s :

Mo r e t ha n 55, 000 hous i ng uni t s ( o ne out of ever y f i ve) i n t he Di st r i ct r e-
qui r e r ehabi l i t at i on, a n d

Mo r e t ha n 70, 000 r ent er hous ehol ds ( t wo out of e ver y f i ve) i n t he ci t y
r equi r e l owe r i nc ome hous i ng ass i s t ance.

We bel i eve t her e i s gener al a gr e e me nt t hat t he f undi ng unde r t he ol d f or mul a
i s gr os s l y def i ci ent i n me a s ur i ng need. Th e n e w pr opos ed f or mul a doe s r epr esent
a n i mpr ove me e nt i n f undi ng l evel s f or t he Di st r i ct , a n d mos t ot her ci t i es, f r o m
t he f or mul a cont ai ned i n t he cur r ent l a w. We a r e concer ned, howe ver , t hat ma n y
per s ons a r e eval uat i ng t he s oundne s s of t he n e w f or mul a mos t l y i n compa r i s on
t o t he ol d f or mul a , a n d not i n r el at i on t o h o w wel l i t addr es s es hous i ng a n d
c ommun i t y de ve l opme nt needs .

Ou r speci f i c concer ns r egar di ng t he n e w f or mul a a r e t hr eef ol d. Fi r s t . we be-
l i eve t he n e w f or mul a st i l l does not accur at el y me a s ur e nee d a mo n g ci t i es, a n d
i n f ac t us es da t a of ques t i onabl e rel i abi l i t y. Se cond, i n cons i der at i on of t he n e w
f or mul a' s ques t i onabl e me a s ur e of ne e d f act or s , i t pr ovi des l i t t l e pr ot ect i on t o a
si gni f i cant n u mb e r of ci t i es whi c h wi l l exper i ence s i gni f i cant f undi ng dr ops .
Thi r d, t he pr opos ed cr i t er i a f or n e w di scr et i onar y f undi ng d o not a ppe a r br oad
e nough t o addr es s ma j or c o mmu n i t y de ve l opme nt pr obl e ms f aced by s o me ci t i es,
or t he pr obl ems f aced by ci t i es wh os e f undi ng dr ops sever el y. Ea c h of t hes e
concer ns i s addr es s ed i n s u mma r y f as hi on i n t he encl os ed anal ys i s of t he pr o-
pos ed f or mul a . We cal l par t i cul ar at t ent i on t o t he per capi t a gr ant char t a t t he
e nd of t he anal ys i s whi c h gr aphi cal l y s h o ws wi de var i at i ons i n gr a nt l evel s de-
spi t e s i mi l ar l evel s of need.

We hope t hat you wi l l gi ve cl ose at t ent i on t o t hes e concer ns i n your act i on
on t he l egi sl at i on pr opos ed by HUD. We woul d be pl eas ed t o di s cus s t hi s ma t t e r
f ur t her i f you or your commi t t e e me mb e r s ha ve a n y ques t i ons .

Si ncer el y your s ,

Encl os ur e.
WALTER E. WASHI NGTON, Ma y or .

S UMMARY ANALYSI S OF PROPOSED C- DBG FORMULA

Fol l owi ng i s a s u mma r y anal ys i s of HUD' s pr opos al f or a n e w f undi ng
f or mul a f or C DB G ent i t l ement ci t i es ( 5 0 per cent a ge of hous i ng, 3 0 per cent
pover t y a n d 2 0 per cent popul at i on shi f t ) . Wi t hout t he benef i t of t he r a w da t a
a n d c omput e r r uns of al t er at i ve f or mul a s avai l abl e t o HUD, t hi s anal ys i s ha s
been l i mi t ed.

PROPOSED FORMULA AS A MEASURE OF NEED

Th e t wo f act or s unde r t he n e w f or mul a whi c h s e e m t o ac count f or t he l ar ges t
di f f er ence i n f undi ng l evel s be t we e n ma j o r ci t i es a r e t he a ge of hous i ng a n d
popul at i on shi f t ( i . e. decl i ne) . As f ur t her not ed be l ow, i t i s uncl ear t ha t t hese



2676

f act or s accur at el y me a s ur e hous i ng a n d c ommuni t y devel opment needs f r om
ci t y t o ci t y.

Th e at t ached t abl e compa r es f or s ever al l ar ge ci t i es t he per capi t a gr ant
under t he pr opos ed f or mul a wi h a var i et y of hous i ng a nd c ommuni t y devel op-
me n t need meas ur ement s . Exc ept f or a ge of hous i ng a nd popul at i on change ,
t he var i at i ons i n need meas ur es be we e n ma j or ci t i es ar e not gr eat . By e mpha -
s i zi ng t hese t wo f act or s ( 70 per cent of t he f or mul a ) t her e ar e l ar ge var i at i ons
be t ween ci t i es on a per capi t a gr ant basi s.

St . Loui s wi l l r ecei ve al mos t t wi ce t he per capi t a gr ant a s Wa s hi ngt on
D. C. , under t he f or mul a, despi t e t he f act t hat bot h ci t i es ha ve about t he
s a me degr ee of pr obl em i n ove r c r owded hous i ng, ove r pa yment of r ent a nd
pover t y popul at i on.

Chi cago wi l l r ecei ve a per capi t a gr ant mor e t han 20 per cent hi gher t han
Ne w Yor k bas ed pr i mar i l y on popul at i on l oss, whi l e mos t ot her need f act or s
ar e t he s a me f or t hese t wo ci t i es.

Pi t t s bur gh wi l l r ecei ve a l mos t 2 5 per cent hi gher f undi ng t han Bos t on
bas ed pr i mar i l y on popul at i on l oss.

Beca us e of t hes e l ar ge var i at i ons i n per capi t a gr ant f undi ng, i t ma k e s s ens e
t o l ook at t he i ndi vi dual f act or s i n t he pr opos ed f or mul a :

1. Ag e of Hous i ng ( uni t s bui l t i n 1939 or ear l i e r ) . —The phys i cal condi t i on
of t he hous i ng s t ock i s a pr i mar y f act or i n det er mi ni ng t he need f or c ommuni t y
deve l opment f unds . Unf or t unat el y, no rel i abl e a nd uni f or m mea s ur e f or hous i ng
condi t i ons a mo n g al l ci t i es exi st s. Ther ef or e, H U D ha s pr opos ed t hat hous i ng
uni t s bui l t i n 1939 or ear l i er be us ed a s a n i ndi r ect me a s ur e of hous i ng condi -
t i on. Us i ng age of hous i ng a s a si ngl e f act or ( wi t h 5 0 per cent of t he CDBG
f or mul a ) ha s t he f ol l owi ng pr obl ems :

Ag e of hous i ng da t a i s col l ect ed by as ki ng occupant s of hous i ng t hei r
per s onal es t i mat e, wi t h n o i ndependent check agai ns t ci t y r ecor ds . To quot e
f r om t he U. S. Ce ns us Bur eau' s me t hodol ogy—" ye a r bui l t da t a ar e par t i cu-
l ar l y suscept i bl e t o r es pons e er r or s a nd nonr epor t i ng, s i nce r es pondent s
mus t r el y on t hei r me mo r y or es t i mat es of per s ons wh o ha ve l i ved i n t he
nei ghbor hood a l ong t i me. " To i l l ust r at e, compar i s on of U. S. Cens us s ur veys
f or Was hi ngt on, D. C. of hous i ng uni t s bui l t i n 1939 or ear l i er s h o w t hat
t he abs ol ut e n umbe r of s uch uni t s i ncr eas ed by mor e t ha n 14, 000 ( 11. 3
per cent ) be t ween 1970 a nd 1974. Thi s i ncr eas e i s t oo l ar ge t o be account ed
f or by uni t conver s i ons a nd t hr ows ser i ous ques t i on on t he r el i abi l i t y of t hi s
da t a bei ng us ed f or 5 0 per cent of t he n e w f or mul a.

Ag e of hous i ng does not a l ways ref l ect act ual condi t i on. For exampl e , i n
Was hi ngt on, D. C. , hous i ng i n ol d nei ghbor hoods s uch as Geor ge t own, Capi t ol
Hi l l , a nd Cl evel and Pa r k i s i n good condi t i on, whi l e a l ar ge a mo u n t of
hous i ng bui l t s i nce Wor l d Wa r I I acr os s t he Anacos t i a Ri ve r i s ser i ousl y
over c r owded a nd det er i or at i ng.

As s h o wn on t he at t ached t abl e, t her e i s no cor r el at i on bet ween a ge of
hous i ng a nd hous i ng over cr owdi ng. Si nce over c r owdi ng ha s a di r ect bear i ng
on t he physi cal condi t i on of hous i ng, t o excl ude t hi s f act or f r om t he f or mul a
i s ques t i onabl e.

2. Pover t y ( n u mb e r of poor popi aa t i on) . —Ther e i s gener al a gr e ement t hat
t he nu mb e r of poor peopl e i n a ci t y i s a good me as ur e of t he need f or hous i ng a nd
c ommuni t y devel opment assi st ance. Howe ve r , H U D has appl i ed a si ngl e nat i onal
s t andar d f or pover t y t o al l ci t i es. Th e pr obl em wi t h us i ng t hi s s i ngl e s t andar d
i s t hat i t does not t ake i nt o account t he hi gher cost of l i vi ng i n ci t i es s uch as
Wa s hi ngt on, D. C. , a nd t her ef or e t he f act t hat Wa s hi ngt on ha s a l ar ger n u mb e r
of poor ( s ubs i s t ence l evel ) t han t he us e of t he nat i onal s t andar d woul d i ndi cat e.
H U D ha s i ndi cat ed t hat cos t of l i vi ng adj us t ment i s di ffi cul t s i nce onl y about
t wo- t hi r ds of t he SMSA' s ha ve cos t of l i vi ng i ndexes . Howe ve r , gi ven t he r ough-
nes s of mea s ur e s s uch a s a ge of hous i ng, i t i s uncl ear wh y appr oxi ma t e adj ust -
me nt s mi ght not be ma d e us i ng f act or s s uch as me di a n i ncome, me di a n r ent
l evel s, or wel f ar e cas e wor kl oads .

Ot he r addi t i onal or s uppl ement a l f act or s t hat mi ght be us ed t o me as ur e t hi s
el ement mor e accur at el y i ncl ude:

Hous ehol ds payi ng mor e t han 2 5 % ( or 3 5 %) of t hei r i nc ome f or r ent .
Suc h hous ehol ds ar e over whe l mi ngl y i n t he l ower i nc ome r ange, a nd t hi s
I s one of t he pr i mar y f act or s us ed by mos t ci t i es i n meas ur i ng need i n t hei r
l ocal Hous i ng As s i s t ance Pl ans .
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Nu mb e r of ver y l ow i ncome hous ehol ds under t he Sect i on 8 pr ogr a m ( be-
l ow 5 0 % of t he me di a n i ncome f or t he S MS A) . Sect i on 8 hous i ng l i mi t s
ar e cal cul at ed by H U D f or SMSA' s , a nd t end t o ref l ect di f f er ences i n t he cost
of l i vi ng f r om ci t y t o ci t y.

Degr e e of pover t y concent r at i on i n cens us t r act s. Th e Cens us ha s i ss ued
r epor t s s howi ng h o w ma n y t r act s i n a ci t y ha ve mor e t han 2 0 % pover t y l evel
househol ds . Thi s pr ovi des a r ough i ndi cat or of t he geogr aphi c s pr ead of poor
f ami l i es i n a ci t y, a nd t he pot ent i al ar ea i n need of C DB G assi st ance.

3. Decl i ne of Popul a t i on. —Thi s f act or wa s a dde d t o t he f or mul a , pr es umabl y
as a n i ndi cat or of gener al t r oubl e i n a ci t y. I t s e e ms ques t i onabl e, however , t hat
i t i s a me as ur e of hous i ng a nd c ommuni t y devel opment need. For exampl e , t he
l ar ge l oss of j obs i n Ne w Yor k i s not r ef l ect ed by popul at i on l oss. I n f act , a de-
cl i ne i n popul at i on can be of s o me assi s t ance t o a ci t y by r el i evi ng hous i ng over -
c r owdi ng a nd subst ant i al l y eas i ng pr es s ur e f or pr i ce i ncr eas es on t he exi s t i ng
hous i ng mar ket . I t ma y al l ow f or t he "t r i ckl e- down" of t he hous i ng sot ck t o
l ower i nc ome hous ehol ds , a nd avoi d t he necessi t y f or t he ext r emel y expensi ve*
pr oces s of l and acqui s i t i on a nd r edeve l opment a s a me a n s f or expandi ng l owe r
i nc ome hous i ng oppor t uni t i es wi t hi n t he ci t y.

We ser i ousl y ques t i on t he val i di t y of t hi s f act or f or a C DBG f or mul a . I n
Wa s hi ngt on, D. C. , f or exampl e , t he ma j or hous i ng/ communi t y deve l opment
cr i si s we f ace i s t he mov e me nt of mi ddl e- i ncome f ami l i es i nt o t he i nner - ci t y.
Whi l e t hi s i s a posi t i ve f act or f or t he ci t y t ax base, t hi s mo ve me nt i s di spl aci ng
l ar ge numbe r s of l ower i nc ome f ami l i es. Th e d e ma n ds on CDBG f unds i n t he
Di s t r i ct t o pr es er ve a nd e xpa nd l ower i nc ome hous i ng t o me e t t hi s need a r e
ext r emel y heavy.

I n s u mma r y , i t i s cl ear t hat cr eat i on of a f or mul a whi c h accur at el y meas ur e s
hous i ng a nd c ommuni t y deve l opment need a nd t r eat s var i ous ci t i es i n a n equi t -
abl e ma n ne r i s ext r emel y di ffi cul t . Whi l e t he n e w pr opos ed CDBG f or mul a does
r epr es ent a n i mpr ove me nt ove r t he exi s t i ng f or mul a , i t st i l l ha s l ar ge def i ci enci es
i n bot h equi t y be t ween ci t i es a nd accur acy of meas ur i ng need. Speci f i cal l y, i f
does not appea r t o r ecogni ze subs t ant i al needs i n t he Di st r i ct of Col umbi a ( a n d
ot her ci t i es) , a nd r esul t s i n l ar ge di scr epanci es i n per capi t a gr ant al l ocat i ons
a mo n g ci t i es wi t h s i mi l ar needs , a s i l l ust r at ed on t he at t ached char t .

CI TI ES WI T H L ARGE F UNDI NG DROP S

I n consi der at i on of t he n e w f or mul a ' s ques t i onabl e me as ur e of hous i ng a nd
c ommuni t y deve ' opment needs , speci al cons i der at i on i s appr opr i at e f or t hos e ci t i es
whi ch wi l l exper i ence si gni f i cant dr ops f r om cur r ent f undi ng l evel s. Amo n g t hos e
ent i t l ement ci t i es wh o woul d dr op f r om 1977 hol d- har ml es s f undi ng l evel s under
t he cur r ent f or mul a , we not e t he f ol l owi ng i mpac t of t he n e w pr opos ed f or mul a :

Mo r e t han 4 7 per cent of t he ci t i es ( 9 7 ci t i es) wi l l dr op by 1 5 per cent or
mor e f r om 1977 f undi ng, a nd mo r e t han 3 8 per cent of t he ci t i es ( 79 ci t i es)
wi l l dr op by 25 per cent or mor e .

Ou t of 2 6 ci t i es over 500, 000 i n popul at i on, Was hi ngt on, D. C. i s one of
onl y t hr ee ( De nve r a nd Ka ns a s Ci t y, Mo. ) t hat dr ops f r om cur r ent f undi ng
l evel s. Th e Di s t r i ct i s t he onl y ma j or l oser f r om 1977 f undi ng l evel s a mo n g
t he l ar ger ci t i es, wi t h a f undi ng dr op of $17. 3 mi l l i on ( or 4 2 per cent ) .

A si gni f i cant nu mbe r of ci t i es whi ch woul d r ecei ve l ower f undi ng unde r
t he n e w f or mul a i n compar i s on t o t he Ol d f or mul a ar e i n af f ect bei ng " hel d-
ha r ml es s " a t t hei r exi s t i ng f or mul a a mou n t bas ed upon t he dua l - f or mul a
concept .

Al t hough i t mu s t be conceded t hat 1977 hol d- har ml es s f undi ng l evel s d o not
necessar i l y mea s ur e need accur at el y, i t does not appea r t hat t he n e w f or mul a i s
a n accur at e me as ur e of need ei t her . Accor di ngl y, i f a bet t er f or mul a cannot be
devel oped a t t hi s t i me, i t ma k e s s o me s ens e t o pr ovi de s ome downs i de pr ot ect i on
t o "l oser s" under t he n e w f or mul a ( e. g. l i mi t r educt i on i n f undi ng s o a s not t o
exceed 25 per cent of 1977 f undi ng l evel ) .

Th e cost of pr ovi di ng s uch pr ot ect i on mi ght wel l be possi bl e wi t hi n t he over al l
f undi ng l evel pr opos ed f or t he C DBG pr ogr am. For exampl e , of t he 26 ci t i es
over 500, 000, 3 ci t i es wi l l dr op a c ombi ne d t ot al of $20. 2 mi l l i on whi l e t he r e-
ma i ni ng 2 3 ci t i es ha ve a combi ned i ncr ease of $358 mi l l i on.



S P ECI AL DI S CRETI ONARY " UR B AN DE VE L OP ME NT ACTI ON GRANT S "

A speci al n e w f und of C DB G di s cr et i onar , mo n e y ( $400 mi l l i on i n f i scal year
1978) ha s been pr opos ed t o me e t t he speci al ne eds of ci t i es wi t h s i gni f i cant hous -
i ng a n d c ommu n i t y de ve l opme nt pr obl e ms a n d needs . H U D ha s wi de l y i ndi cat ed
t ha t t hes e f unds c a n be us ed t o c ompe ns a t e f or i nequi t i es unde r t he n e w f or mul a ,
i ncl udi ng t hos e ci t i es whi c h wi l l exper i ence ma j or f undi ng dr ops but st i l l ha ve
l ar ge u n me t needs .

Ho we ve r , HUD' s l egi sl at i ve pr opos al t o t he Congr es s f or " Ur b a n De ve l opme nt
Act i on Gr a nt s " s et s u p a ne eds t est whi c h ci t i es mu s t me e t t o qual i f y f or t he
pr ogr a m. Th e cr i t er i a us ed a r e a ge of hous i ng s t ock a n d a ba ndonme nt , decl i n-
i ng t ax base, aver age i nc ome a n d degr ee of out mi gr at i on. Th e H U D pr opos al
woul d appe a r t o be t oo na r r ow i n s cope bas ed on t he f ol l owi ng:

Th e cr i t er i a pr opos ed f or f undi ng a r e ver y s i mi l ar t o t he bas i c ent i t l ement
f or mul a , a n d t her ef or e woul d a ppe a r t o f a vor t hos e ci t i es whi c h a r e t he
l ar ges t gai ner s unde r t he f or mul a .

Th e whol e f or mul a t ype of appr oa ch s e e ms t o cont r adi ct t he di s cr et i onar y
na t ur e of t he pr ogr a m, a n d doe s not al l ow a ci t y t o de mons t r a t e speci al l ocal
hous i ng or c ommu n i t y deve l opment ne e ds whi c h ma y di f f er f r o m t he gener a l
cr i t er i a.

No pr i or i t y cons i der at i on i s gi ven t o ci t i es wh os e ent i t l ement f undi ng l ev-
el s wi l l dr op si gni f i cant l y unde r t he n e w f or mul a , a n d no pr ovi s i on i s ma d e
t o r ecogni ze pr i or l ocal pr ogr a m c o mmi t me nt s t o me e t l ocal needs .
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CI TY OF NORTH CHI CAGO,
Nor t h Chi cago, Il l .

RESOLUTI ON OF THE CI TY COUNCI L OF THE CI TY OF NORTH CHI CAGO, I LL. , EN-
DORSI NG H. R. 1522 ( H. R. 2638) AND 801 RELATI VE TO " HOLD HARMLESS" PRO-
VI SI ONS OF THE HOUSI NG AND COMMUNI TY DEVELOPMENT ACT OF 1974

Wh e r e a s wi t h t he pas s age of t he Hous i ng a n d Co mmu n i t y De ve l opme nt Ac t
of 1974 t he Congr es s a n d Pr es i dent of t he Uni t e d St at es of Ame r i c a pr ovi ded
a vehi cl e t hr ough whi c h c ommuni t i e s t hr oughout our Nat i on coul d cont i nue t o
i mpr ove t hei r phys i cal a n d soci al envi r onme nt , a n d

Wh e r e a s cer t ai n f undi ng l evel s we r e es t abl i shed unde r t he act t hr ough " Ho l d
Ha r ml e s s " pr ovi s i ons whe r e by c ommuni t i e s pr evi ous l y par t i ci pat i ng i n cat e-
gor i cal pr ogr a ms woul d cont i nue t o r ecei ve f unds f r om t he Feder a l gove r nme nt
f or f i ve ( 5 ) pr ogr a m year s f ol l owi ng t he pas s age of t he Act , a n d

Wh e r e a s t hese f undi ng l evel s woul d r e ma i n cons t ant f or t he f i r st t hr ee 3 year s ,
1975, 1976 a n d 1977 a n d t her eaf t er r educe t o t wo- t hi r ds of t he i ni t i al f undi ng
l evel i n t he f our t h year , 1978, a n d one- t hi r d of t he i ni t i al f undi ng l evel i n t he
f i f t h year , 1979, wi t h compl e t e pha s e- out a n d a ze r o ent i t l ement f undi ng l evel
i n t he s i xt h year , 1980, l eavi ng t he maj or i t y of t hos e c ommuni t i e s act i vel y par -
t i ci pat i ng i n t hese pr ogr a ms i n t he pas t wi t h no as s ur ed a nnua l Feder a l f unds
t o c o mba t t hei r c o mmu ni t y de ve l opme nt pr obl ems , a n d

Wh e r e a s t hos e over 750 c ommuni t i e s unde r 50, 001 popul at i on acr os s t he
Nat i on, wi l l not r ecei ve a " Fo r mu l a " s har e of Co mmu n i t y De ve l opme nt Fundi n g
a n d i n or der t o cont i nue t hei r pr ogr a ms bas ed sol el y o n t he possi bi l i t y of r ecei v-
i ng di scr et i onar y f undi ng wi l l be r equi r ed t o i ncur cons i der abl e specul at i ve l ocal
expens e, a n d

Wh e r e a s Congr e s s ma n He n r y S. Re us s i nt r oduced H. R. 1522 ( H. R. 2638) o n
J a nua r y 6, 1977, whi c h cal l s f or t he r e mova l of t he pha s e- out pr ovi s i ons of t he
ac t by el i mi nat i on of sect i on 106( h) ( 2 ) t her eof , t he r eby ef f ect i vel y cont i nui ng
t he c o mmu n i t y deve l opment f undi ng a t i t s i ni t i al l evel i nt o t he 4t h a n d s ubs e-
quent year s t o al l ow pr ogr a m cont i nuat i on t hr ough as s ur ance of cont i nual a nnua l
f undi ng l evel s conduc i ve t o s ound pr ogr a m ma n a g e me nt , a n d

Wh e r e a s t he Ci t y Counci l of Nor t h Chi cago, I l l i noi s una ni mous l y endor s es
H. R. 1522 ( H. R. 2638) a n d S. 801 a n d act i vel y s uppor t s t he i nt r oduct i on of
c ompa ni on l egi sl at i on i n t he Sena t e of t he Uni t e d St at es of Ame r i c a , a n d

Wh e r e a s t he Ci t y Counc i l of Nor t h Chi cago, I l l i noi s wi s he s t o cont i nue t o
f unct i on i n a l eader s hi p capaci t y r el at i ve t o c o mmun i t y deve l opment pr ogr a ms
a n d l egi sl at i on f or mul at i on, f or t he be t t e r ment of c ommuni t i e s t hr oughout our
Ci t y a n d St a t e: n o w, t her ef or e, be i t

Re s ol ved by t he Ci t y Counc i l of Nor t h Chi cago, I l l i noi s, Th a t t he wi t hi n Re s o-
l ut i on, i ncl udi ng al l whe r e a s cl auses , i s he r e by adopt ed a n d t ha t a c opy t her eof
be f or wa r de d b y l et t er of t he Ma y o r of t he Ci t y of Nor t h Chi c ago t o e a ch me mb e r
of t he I l l i noi s Ho u s e a nd Se na t e Del egat i on, a n d e ac h me mb e r of t he Ho u s e
Commi t t e e o n Ba nki ng, Fi na nc e a n d Ur b a n Af f ai r s a nd t he Se na t e Commi t t e e
on Ba nki ng, Hous i ng a n d Ur b a n Af f ai r s , ur gi ng un a ni mou s Congr es s i ona l s up-
por t of H. R. 1522 ( H. R. 2638) a n d S. 801 i n or der t o cont i nue f undi ng l evel s s o
vi t al i f our Nat i on' s c ommuni t i e s of unde r 50, 000 popul at i on a r e t o cont i nue t o
r ebui l d a nd upgr a de t hems e l ves t o pr ovi de a decent a n d s af e e nvi r onme nt i n
whi c h t o l i ve a n d wor k.

Da t e d t hi s 28t h d a y of Ma r c h, 1977.

Pa s s e d: Ma r c h 28, 1977.

LEO F. KUKLA,
Ma yo r .

RUDOLF B. NON,
Ci t y Cl er k.

MONMOUTH, OREG. , Ma r c h 10, 1977.
Congr e s s ma n AL ULLMAN,
150 Chur c h N. B. ,
Sa l e m, Or eg.

DEAR Mn . ULLMAN, I ' m wr i t i ng t o expr es s my f eel i ngs a bout t he f or mul a f or
al l ocat i ng Co mmu n i t y De ve l opme nt Bl oc k Gr a n t Funds . The r e ar e, a t pr esent ,
s o me i nequi t i es c a us e d b y t he cur r ent f or mul a us ed t o al l ocat e t hi s mo ne y .
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At pr es ent t he f unds a r e al l ocat ed obj ect i vel y accor di ng t o a " nee ds f or mul a "
bas ed on popul at i on, ove r c r owded hous i ng, a nd ext ent of pover t y. I n t he 1977
al l ocat i ons t he De pa r t me nt of Hous i ng a nd Ur ba n De ve l opme nt pl ans t o us e
1973 Bur e a u of Ce ns us popul at i on es t i mat es a nd 1970 da t a on t he ext ent of
pover t y a nd ove r cr owded hous i ng becaus e t hey a r e t he mos t r ecent dat a. Thi s
r esul t s i n al l ocat i ng f unds on a bas i s whi c h doesn' t ref l ect a communi t y' s cur r ent
needs a nd coul d r esul t i n Bl ock Gr a nt f unds bei ng shi f t ed f r om t he poor er ci t i es
t o weal t hi er s ubur ba n ar eas .

Fo r t he al l ocat i ons, pover t y wa s gi ven doubl e we i ght becaus e i t i s cons i der ed
t he mos t i mpor t ant of t he var i abl es a nd wa s cl osel y r el at ed t o t he pur pos e of t he
act . Th e pr es ent f or mul a doesn' t r ecogni ze di f f er ences i n r egi onal or ar ea cost
of l i vi ng a nd us es t he s a me cr i t er i a f or det er mi ni ng pover t y l evel s i n al l c om-
muni t i es . Accor di ngl y, ci t i es wi t h l ow cos t s of l i vi ng wi l l ha ve t hei r pover t y
count over s t at ed whi l e ci t i es wi t h hi gh cost s of l i vi ng wi l l ha ve t hei r pover t y
count s under s t at ed. Th e ci t i es wi t h l ow cos t s of l i vi ng wi l l t her ef or e r ecei ve
r el at i vel y mor e f unds t ha n ci t i es wi t h hi gh cost s of l i vi ng unl es s t he di f f er ences
I n cos t s of l i vi ng a mo n g communi t i e s ar e t aken i nt o account .

I n updat i ng t he popul at i on f i gur es, Cens us rel i es ma i nl y on t he bi r t h a n d
deat h r ecor ds a nd da t a on i nc ome t ax f or ms whi c h i t obt ai ns f r om t he I nt er nal
Re ve nue Ser vi ce. Co mmu n i t y De ve l opme nt Bl ock Gr a nt Fu n d s wi l l t her ef or e be
shi f t ed f r om t he poor cent r al ci t i es t o t he weal t hi er s ubur ban ar eas i f j us t t he
popul at i on var i abl e i s updat ed. I f eel t hat t he f unds s houl d not be di st r i but ed
on t hi s bas i s of t he l at es t cens us da t a unt i l a me t hod c an be est abl i shed t o pe-
r i odi cal l y upda t e t he ot her t wo var i abl es ; pover t y a nd ove r c r owded hous i ng.
Co n g r s s s houl d di r ect t he Secr et ar y of Hous i ng a nd Ur ba n De ve l opme nt t o
under t ake t he neces s ar y r es ear ch t o enabl e t he deve l opment of a f eas i bl e n e w
met hod.

Unde r t he pr es ent f or mul a ma n y ci t i es wi t h l ar ge l evel s of pover t y r ecei ve l ess
t ha n t hey woul d ha ve r ecei ved i f pover t y ha d been wei ght ed onl y once i ns t ead
of t wi ce. On e sol ut i on f or t hi s mi ght be i f H U D we r e t o c omput e t wo al l ocat i ons
f or each c ommuni t y. On e wi t h t he pover t y l evel count ed t wi ce a nd t he ot her
wi t h t he pover t y l evel count ed once a n d as s i gn each c ommuni t y t he gr eat es t
a mount . Th e al l ocat i ons woul d t hen be a dde d t oget her a nd each al l ocat i on re-
duced by t he per cent age r equi r ed t o r educe t he t ot al al l ocat i ons t o t he appr o-
pr i at e a mount .

I hope t ha t i n t he f ut ur e a n e w me t hod of al l ocat i ng f unds wi l l be i nves t i gat ed
s o t hat mor e f unds wi l l go t o ci t i es wi t h hi gh concent r at i ons of pover t y t ha n
t o ci t i es wi t h l ow concent r at i ons of pover t y.

Si ncer el y,
SHARON M. LYNCH.










