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commissioners and the property insurance
industry to cooperate In developing statewide
property Insurance plans to improve access
to these coverages. S1mllar plans of llmited
range-principally for making fire and ex
tended coverage avallable on residential
properties in specified areas--have been in
troduced by the private property insurance
industry in a dozen or so communities.

The new plans would requIre measures
for inspecting risks for fire and extended cov
erage not only on residential, but also on
commercial and other properties in urban
areas. In addition, the plans would provide
inspections to obtain vandalism and mali
cious mischief and burglary and theft insur
ance on these properties. The plans also call
for a cooperative all-industry fac1l1ty which
would place insurance in the regular market.

Including vandalism and crime insurance
in the statewide plans w111 offer property own
ers an opportunity to purchase these impor
tant coverages. Although the urban core poses
special problems for the crime insurance
underwriter, the plans should encourage the
industry to focus more attention on loss pre
vention and policy design, and should make
tbis coverage more economical.

The criteria for "FAffi" plans are specified
in the bill. The State insurance authorities
would have the responsib1l1ty to review the
operation of the plans and report periodically
to the CorojXlration on their effectiveness in
improving the market for property insurance
coverage.

Under such plans, property owners could
not be charged more than the standard rate
or be denied essential insurance coverages
unless there has first been a physical inspec
tion of the property. If an inspection dis
closes that the risk is not insurable because
of physical hazards on the premises or other
deficiencies, the owner would be advised by
tbe company or its representative of the
specific measures which must be taken to
meet reasonable underwriting standards. If
such measures are taken, the property would
be eligible for insurance and, if necessary,
the statewide placement fac111ty would try to
place such insurance with a private' company
or companies.

In some cases the owner of an otherwise
insurable property cannot now obtain insur
ance because of environmental hazards not
under his control-for example, a neighbor
ing "fire trap." The statewide placement fa
c1Uty should be able to distribute equitably
these risks throughout the industry. Where
a substantial number of these properties
make this approach impractical, however, it
is expected that within two years after en
actment of the blll Insurers will form pools
to accept these risks.

The incentive to insurance companies to
cooperate With State insurance authorities
and the Corporation In developing and carry
ing out these plans is the program of rein
surance to be offered on a State-by-State
basis.

RErNSURANCE COVERAGE

Part B of the new title contains authority
for the new reinsurance program.

Much of the property damage to residences
and businesses from recent riots in cities
across the Nation was protected by Insurance
against loss from riot and other c1vll oom
motion. Insurance companies which offer
various lines of property insurance custom
arily reinsure against abnormally high losses
from various perlls, inclUding riot and other
civll commotion, with organizations spe
ciallz1ng in reinsurance. Insurance claims for
losses in riot-struck cities have been paid by
primary property insurers, In part, from such
reinsurance.

SO long as the insurance industry believes
that the threat-however remote--<Jf the
catastrophic riot and civll commotion losses
continues, reinsurers cannot reasonably be
expected to offer such protection except at
prohibitive cost which the insurance-buying

public would be expected to bear. If losses
continue, reinsurers might even withdraw
from the market altogether.

The consequences of either market devel
opment would be critical to the national
economy. Without reinsurance, primary in
surers cannot continue to provide riot and
civil commotion protection In the various
lines of Insurance, and may seek to cancel
pollcies currently in force or, since most poll
cies are sbort-term, refuse to renew them
When they expire. Without property insur
ance coverage, banking and other lending or
ganizations would refuse to extend credit.

The bl11 would meet this threat to the
economy by authorizing a reinsurance pro
gram through the National Insurance Devel
opment Corporation, with appropriate loss
sharing by insurers, the States, and the Fed
eral Government. Reinsurance would be of
fered to insurance companies in each State
for the riot and civll commotion perll in all
lines of property coverage. Agreements would
be entered into between the corporation and
the insurance company, prescribing the
terms and conditions for the reinsurance.

Companies would pay premiums to the
Corporation for such reinsurance. Premium
rates would be negotiated, from time to time,
between the Corporation and the private
property insurance industry. Under the bl11
the first year premiums should provide suffi
cient income to cover a level of riot losses
greater than those in 1967.

Reinsurance losses would be shared among
the companies, the States, and the Corpora
tion. In tbe event losses in a State exceed
the amount of losses which the companies
would assume under reinsurance agreements,
and the amount of losses assumed by the
State, then the Corporation would reim
burse the Companies for the balance.

The retention of losses by the companies
might be as follows: Assume that in State
X, the total insured claims for losses from
riot and civll disorders by companies doing
business in the State in a given calendar
year amounted to $45 m1l1ion. Assume that
policy premiums earned by all companies in
a State X on all lines of property insurance
amounted to $150 mlllion, and further, that
premiums earned by all companies on re
insured lines in such state in that year
amounted to $100 million.

The b1l1 authorizes the specific terms of
reinsurance arrangements (inclUding com
pany retentions of loss and percentage shar
ing) to be negotiated from time to time be
tween the Corporation and private com
panies. However, the typical arrangement
might involve two features: (1) an initial
retention of losses, equal to a percentage
of premiums earned in a State on Hnes re
insured, plus (2) the assumption of an ad
ditional percentage of total losses, above and
beyond the initial retention.

For lllustrative purposes, the first per
centage might be assumed to be 3 percent.
AppHed against premiums earned, this would
amount to $3 milllon ($100 mlllion x 3%) .
If the second percentage is assumed to be
10 percent, this would amount to $4.2 mll
Hon ($42 mlllion x 10%: $42 mlllion equals
$45 mlllion, less $3 milllon). The private
insurance companies' retention of riot losses
would be the sum of $3 mlllion (initial re
tention) plus $4.2 m111ion (OVerride), or
$7.2 m11lion, to be paid from their own re
sources.

The State's share of the reinsurance losses
might be 1l1ustrated by an extension of the
foregoing example. Under the blll, the "cell
ing" for any State's share would be 5 percent
of total premiums earned by the insurance
companies on all property llnes in that
State. Such sharing, however, would not be
required unless reinsured losses in a State
exceeded the sum of (1) the premiums paid
by the insurance industry for reinsurance in
that State, and (2) the companies' retained
losses.

Assuming that premiums for reinsurance
paid by companies in the State in a calendar
year would be 2 percent of earned premiums
on all reinsured lines in the State, this would
amount to $2 mll1ion ($100 m1l1ion x 2%).
To arrive at the State "sharing" point, the
losses retained by the companies would be
added to this amount. The sum of these two
amounts is $9.2 mlllion ($2 milllon plUS $7.2
mlllion). Since total riot losses exceed this
amount, in the example (1.e. $45 mlllion), the
State's share would be $7.5 mlllion (pre
miums earned by all companies in the State
on all Hnes of property insurance, or $150
milUon x 5%).

There would remain yet to be paid $30.3
mlllion, the amount to be paid by the Corpo
ration, from premiums received from com
panies for reinsurance in other States.

FINANCING

Under the blll, it is intended that the re
insurance program would be self supporting,
drawing on reinsurance premiums for any
losses that might be incurred.

If, however, riot losses throughout the Na
tion resulted in reinsurance claims in excess
of the aggregate amount of premiums re
ceived by the Corporation from reinsurance,
the excess would be paid with funds borrowed
from the Treasury. These funds WOUld, in
turn, be repaid from future reinsurance
premiums.

STUDY AND REPORT TO CONGRESS

Part C of the new title, in addition to con
taining general provisions, directs the Cor
poration to conduct a stUdy and to make a
report for transmission by the Secretary to
the President and tbe Congress within one
year on reinsurance and other means to as
sure an adequate market for property insur
ance in urban areas. In this study, the Cor
poration would consider the feaSib1l1ty of of
fering reinsurance against such perlls as ex
posure hazards from neighboring properties,
the risk of crime losses, and default on con
tractors' surety bonds--In addition to riots
and civll disorders.

S. 3029-INTRODUCTION OF HOUS
ING AND URBAN DEVELOPMENT
ACT OF 1968
Mr. SPARKMAN. Mr. President, I in

troduce the administration's proposed
Housing and Urban Development Act of
1968, to implement the recommendations
made by the President in his message on
cities. I have just received this bill and,
consequently, I have not had the oppor
tunity to study it in depth. As usual, I
am sure it contains proposals that are
good, and which I can support, and some
which I may not be able to support.

Nevertheless, I said last week that the
President's message was a timely one.

.The problems of our towns and cities are
national problems affecting all of us
whether we live in the city or in the
country. The administration's recom
mendations are designed to deal with this
national problem.

Last year, the Subcommittee on Hous
ing and Urban Affairs, and the Commit
tee on Banking and Currency, worked
tirelessly and long in an effort to develop
a program that would help make it pos
sible for more low-income families to own
their homes. A program was developed
and approved. The committee bill, S.
2700, is now on the Senate Calendar and
includes many of the provisions recom
mended by the President. In view ofwhat
has already been done, I am hopeful that
the committee may be able to dispose of
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that part of the administration's bill
covered by S. 2700 quickly.

Mr. President, I ask unanimous con
sent that a section-by-section summary
of the administration's Housing and
Urban Development Act of 1968 be in
cluded in the RECORD at this point in my
remarks.

The VICE PRESIDENT. The bill will
be received and appropriately referred;
and, without objection, the section-by
section summary will be printed in the
RECORD.

The bill (S. 3029) to assist in the pro
vision of housing for low- and moderate
income families, and to extend and
amend laws relating to. housing and
urban development, introduced by Mr.
SPARKMAN, was received, read twice by
its title, and referred to the Committee
on Banking and Currency.

The section-by-section summary, pre
sented by Mr. SPARI{MAN, is as follows:
SECTION-BY-SECTION SUMMARY OF HOUSING

AND URBAN DEVELOPMEN'I:' Ac'I:' OF 1968
TITLE I-LOW AND MODERATE INCOME HOUSING
Homeownership for low and moderate income

families
Section 101. Subsection (a) would add a

new section 235 to the National Housing Act
to establ1sh a homeownership assistance pro
gram for low and moderate income familles.
The assistance would be provIded in the form
of periodic payments to the mortgagee which
would serve to reduce interest costs on a
market rate home mortgage or a cooperator's
share of a cooperative association's mortgage.
In addition, the provisions of the present
section 221 (h) of the National Housing Act
would be incorporated into the new section
and the nonprofit organization sponsoring
the project, as well as the individual lower
income purchasers, would be el1gible to re
ceive the benefits of assistance payments.

The homeowner would be required to pay
20 percent of his monthly income toward the
monthly payment due under the mortgage
for principal, interest, taxes, insurance, and
mortgage insurance premium. The difference
between this amount and the total monthly
payment required under the mortgage would
be made up by the assistance payments. How
ever, in no event could the amount of the
assistance payment exceed the difference be
tween the required monthly payment under
the mortgage for principal, interest, and
mortgage insurance premium and that
amount which would be required for princi
pal and interest if the mortgage bore interest
at a rate of 1 percent. In addition, the Secre
tary could reimburse the mortgagee for its
expenses in handl1ng the mortgage.

To qual1fy for assistance payments, a fam
ily would have to be of low or moderate in
come whose income could not exceed I1mits
prescribed by the Secretary. Family incomes
of homeowners would be recertified at least
every 2 years for the purpose of adjusting
assistance payments. In calculating family
income. a deduction of $200 would be made
for each minor child in the household, and
earnings of minor chlldren would not be in
cluded in family income.

Mortgages under this section wouid gen
erally meet the requirements of either sec
tion 221(d) (2) sales housing for low and
moderate income housing, section 234 con
dominium housing, section 213 cooperative
housing, or the provisions of section 221(h)
incorporated into this section. In addition,
fam1l1es el1gible for insurance under the
above sections (except section 213), but who
must obtain insurance under section 237
(proposed by section 102 of the b1l1) because
of their credit or income ratings, would also
be ellgible for assistance payments under
this section.

Assistance payments would generally be
made only with respect to newly constructed
or substantially rehab1l1tated units. How
ever, a mortgage involving existing single
family or condominium housing could be
insured under this section, where it in
volved (I) a tenant occupyinc: a unit in a
rental project covered by a mortgage insured
under section 236 (proposed by section 201
of the b1ll) or occupying a unit in a rent sup
plement project and wishing to purchase his
unit; (2) displacees; (3) fammes occupying
low-rent public housing; and (4) fam1l1es
with five or more minor children.

The amount of the mortgage would be
llmited to $15,000 ($17,500 in high-cost
areas), except that in the case of fammes
with five or more persons the limits would be
$17,500 and $20,000, respectively. In order
to prevent the price of a dwelllng being un
necessarily increased because of theavall
ability of assistance payments, the Secretary
would be required to prescribe regula.tions
to assure that the consideration paid for
homes under this program is not increased
above their appraised value. These mortgages
would be insured under the new Special
Risk Insurance Fund proposed by section 104
of the bill.

Contracts for assistance payments would
be authorized, SUbject to approval in appro
priation acts, in the amount of $75 rnill10n
annually prior to JUly I, 1969, which amount
may be increased by $100 mlIlion on July 1,
1969, by $125 m1llion on July I, 1970, by $150
mlIlion on July I, 1971, and by $150 milllon
on July I, 1972.

Assistance under this new section 235
would be avallable in both urban and rural
areas. However, insofar as the administration
of this section in rural areas is concerned,
the Secretary wlll ftSsign to the Secretary of
Agriculture necessary authority, along with
appropriate transfer of funds, for the imple
mentation thereof as agreed upon by the twb
Secretaries. Section 513 of the Housing Act
of 1949 would be amended by section 1003
of the blll to authorize appropriations to pay
for agriculture'S administrative expenses in
connection with any such assignment.

Subsection (b) would increase the mort
gage llmits on single famlly dwelllngs under
section 221 (d) (2) of the National Housing
Act to correspond to the l1mits provided in
section 235. This subsection would also per
mit a mortgagor under section 221 (d) (2)
(and, therefore, also one under section 235)
to contribute the value of his labor to the
acqUisition cost of his dwel11ng.

Subsection (c) would prohibit the insur
ance of any blanket mortgage under section
221 (h) of the National Housing Act after
the effective date of this section, except pur
suant to a commitment issued prior to that
date. It would also permit mortgages on the
individual unIts sold by a nonprofit orga
nization holding a blanket mortgage under
section 221 (h) to be insured under section
235 with assistance payments.

Subsection (d) would amend section 212
of the National Housing Act to make the
labor standards of that section appl1cable to
blanket mortgages held by nonprofit organi
zations insured under section 235 to the same
extent as now appl1cable to such mortgages
insured under section 221(h) of such Act.

Subsection (e) would authorize the Secre
tary to provide, either directly or by con
tract, bUdget, debt management, and related
counseling to homeowners with mortgages
insured under section 235.

Credit assistance
Section 102. Would add a new section 237

to tItle II of the National Housing Act to
authorize mortgage insurance for fammes of
low and moderate income Who cannot quaI1fy
for mortgage insurance under regular FHA
programs because of their credit histories or
irregular income patterns, but who the Sec
retary finds are "reasonably satisfactory"

credit risks and capable of homeownership
With the assistance of bUdget, debt manage
ment, and related counseling provided by
the Secretary. Mortgage insurance under thIs
program would have to meet the require
ments (other than credit and income re
qUirements) under certain regular FHA
sIngle famlly sales programs, except that the
principal obl1gation. of the mortgage could
not exceed $15,000 ($17.500 in high-cost
areas) and the mortgagor could not under
take a mortgage which, in combInation With
local real estate taxes, required monthly pay
ments which exceeded 25 percent of the
mortgagor's income. These mortgages would
be insured under the new Special Risk In
surance Fund (proposed by section 104 of the
b1ll). The Secretary would be authorized to
provide, either directly or by contract,
bUdget, debt management and related coun
sel1ng services to these mortgagors. A con
forming amendment would be made to sec
tion 226 of the National Housing Act to re
quire that the home purchaser be furnished
a copy of the FHA appraisal of the property,
prior to the sale of the property, for homes
insured under both this section and the new
section 235 (proposed by section 101 of the
bill) .
Relaxation of mortgage insurance require

ments in certain urban neighborhoods
Section 103. Would amend section 223 of

the National Housing Act by adding a new
subsection (e) to give FHA a more fiexible
authority in providing financing for the re
pair, rehabilitation, construction, or pur
chase of properties located in older, declin
ing urban areas by authorizing FHA to ac
cept for insurance mortgages on properties
which may not, because of the areas in which
they are located, be able to meet all the nor
mal ellgib1l1ty requirements for insurance.
Such mortgages could be accepted for insur
ance where FHA is able to establ1sh that the
areas are reasonably viable, giving considera
tion to the need for providing adequate
housing for faInil1es of low and moderate
income in such areas and that the proper
ties are an acceptable risk in view of such
consideration. This section replaces an older
provision (section 203(1» which is l1mited
to sales housing in riot-prone areas and
Which is repealed.

Special risk insurance fund
Section 104. Would add a new section 238

to title II of the National Housing Act to
establish a "Special Risk Insurance Fund",
Which fund Is not intended to be actuarially
sound and out of which claims would be
paid on mortgages insured under the new
sections 235-homeownership assistance
(proposed by section 101 of the btll); 236
assistance for rental and cooperative hous
ing (proposed by section 201 of the b1ll);
and 237-credit assistance (proposed by sec
tion 102 of the b1ll); as well as those mort
gages insured pursuant to the authority con
tained in the amendment to section 223
(properties in older, declining urban areas)
proposed by section 103 of the blll. Payments
on claims would be made in cash or deben
tures and could be in an amount equal to
the unpaid principal balance of the loan
plus any accrued interest and any advances
made by the mortgagee With the approval
of the Secretary and under the provisions of
the mortgage. Income such as insurance pre
miums and service charges in connection
with these programs would be deposited in
the new fund. To establ1sh the fund, the
Secretary would be authorized to advance
to the fund $5 m1l1ion from the General In
surance Fund. This advance would be repay
able at such times and at such interest rates
as the Secretary deemed appropriate. Ap
propriations to the fund would be author
ized to cover any losses sustained by the
fund in carrying out the mortgage insurance
obllgatlons of these sections.
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Condominium and cooperative ownership
for low and moderate income families
Section 105. Would amend section 221 of

the National Housing Act by adding new sUb
sections (I) and (j) to permit section 221(d)
(3) below-market Interest rate rental proj
ects to be converted to condominium or co
operative ownership.

Under the new subsection (i), a low or
moderate income purchaser could purchase
an individual family unit and an undivided
Interest In the common areas and faciUties of
the project at a price not in excess of the
appraised value of the property. The pur
chase could 'be financed with a mortgage
which bears an Interest rate no less than the
below-market interest rate in effect with re
spect to 221(d) (3) projects at the time the
commitment to Insure the mortgage is Is
sued. The mortgage would contain a prOVi
sion permitting the Secretary to Increase the
interest rate, up to the maximum permissible
under section 221 at the time the mortgage
commitment was issued, upon determination
that the mortgagor's annual Income had in
creased to an amount permitting payment
of a greater rate of Interest. If the original
mortgagor ceases to occupy the property, the
rate would also Increase to the highest rate
permissible at the time of commitment, un
less the property is sold to a nonprofit pur
chaser approved by the Secretary or to a low
or moderate income purchaser whose Income
Is within the limits established for occu
pancy In a below-market Interest rate proj
ect Insured tinder section 221(d) (3).

Under the new subsection (j), a cooper
ative, with membership open only to low and
moderate Income fam1l1es meeting income
limits prescribed for section 221(d) (3) be
low-market Interest rate projects, could pur
chase the project for an amount not ex
ceeding the appraised value of the property
for continued use as a cooperative at the
below-market Interest rate in effect at the
time the commitment to Insure the mortgage
Is Issued.
Assistance to nonprofit sponsors of low and

moderate income housing
Section 106. Subsection (a) would author

ize the Secretary of HUD to undertake a pro
gram of assistance to nonprofit sponsors of
low and moderate Income housing. Activities
could Include the provision of information
and technical assistance with respect to the
construction, rehabllltatlon, and operation of
low and moderate Income housing.

Subsection (b) would provide financial as
sistance, In the form of 80 percent Interest
free loans, to cover certain preconstructlon
costs of such nonprofit sponsors in connec
tion with their low or moderate income hous
Ing . undertakings under federally assisted
programs. The loans could cover such items
as market surveys, architectural and engi
neering fees, land options, and appHcatlon
and commitment fees. There would be estab
lished a $7.5 million revolving fund to be
used by the Secretary to make these loans.
These loans would normally be repaid when
the project Is permanently financed, but the
Secretary would be authorized to cancel any
part of a loan which could not be recovered
from the proceeds of the permanent loan.

TITLE II-RENTAL HOUSING FOR LOW AND
MODERATE INCOME FAMILIES

Part A-Private h.ousing
Rental and Cooperative Housing for Low and

Moderate Income Famllies
Section 201. Subsection (a) would add a

new section 236 to the National Housing Act
to establish an assistance program for rental
llnd cooperative housing for low and mod
erate income familles. The assistance would
be provided in the form of periodic payments
to the mortgagee on behalf of the mortgagor
which would serve to reduce Interest costs on
a market rate project market. In addition, the
Secretary could reimburse the mortgagee for
its expenses in handling the mortgage.

The interest reduction payments would re
duce payments on the project mortgage from
what would be required on a market rate
mortgage to What would be required on a
mortgage bearing an interest rate of 1 per
cent.

The Interest reduction payments would re
duce rentals to a basic charge, and a tenant
or cooperative member would either pay the
basic charge or such greater amount as rep
resented 25 percent of his Income, but not in
excess of the charges which would be neces
sary without any Interest reduction pay
ments. Income of tenants would be reex
amined at least every two years for the pur
pose of adjusting rentals. Rental charges col
lected by the project owner In excess of the
basic Charges would be returned to the Sec
retary for deposit In a revolving fund for the
purpose of making other Interest reduction
payments.

To qualify for mortgage Insurance under
this section, a mortgagor would have to be
a nonprofit organization, a cooperative, or a
limited diVidend entity of the types permit
ting under section 221(d) (3) of the National
Housing Act. In addition the mortgage lim
Itations With respect to maximum mortgage
amount and the amount of the mortgage at
tributable to each dwelllng unit would be
the same as those mortgages insured under
section 221(d) (3). The project could include
such nondwel11ng faclllties as the Secretary
deemed adequate and appropriate to serve
the occupants of the project and the sur
rounding neighborhood, as long as the proj
ect was predominantly residential and any
nondwelUng faclllties contributed to the
economic feaslblllty of the project. with due
consideration being given to the possible
effect of the project on other business enter
prises In the community. Where a project
was designed primarily for occupancy by
elderly or handicapped famllles (as defined
in section 202 of the Housing Act of 1959),
it could include related faclllties for use of
such families. such as dining, work, recrea
tion, and health facllltles. The mortgages
would be Insured under the new Special Risk
Insurance fund establlshed by section 104 of
the bill.

To be eligible for occupancy in a project,
a family would have to be of low or moderate
income under standards prescribed by the
Secretary. IndiViduals of low or moderate
income under 62 years of age would be eli
gible for occupancy in a project. as long as
no more than 10 percent of the dwelling
units in the project were so occupied. With
approval of the Secretary. a mortgagor could
sell the individual dwelling units to low and
moderate income purchasers. including
elderly or handicapped, and these purchasers
would be eligible for individual assIstance
payments under the provisions of the new
section 235 (proposed by section 101 of the
b111) .

A prOVision Is InclUded to enable a coop
erative or private nonprofit corporation or
association to purchase a project from a lim
Ited dividend mortgagor and to finance the
purchase with a mortgage insured under
this section. In such case, the Secretary is
authorized to insure the purchaser'S mort
gage in an amount not exceeding the ap
praised value of the property at the time of
purchase. thereby making It possible for the
cooperative or nonpro.fit organization to bor
row. under a single mortgage, the funds
needed to obtain ownerShip, whlle enabling
the limited dividend seller to realize a net
amount out of the sales proceeds suffic1ent
to recover its cash investment and to retire
the outstanding mortgage.

Contracts for assistance payments would
be authoriZed. subject to approval in appro
priation acts, in the amount of $75 million
annually prior to July 1, 1969, which amount
may be Increased by $100 mUlion on July 1.
1969, by $125 mll1lon on July 1, 1970. by
$150 mllllon on July 1. 1971. and by $150
Ini11l0n on July 1, 1972.

As under the new section 235 (proposect
by section 101 of theblll). assistance under
this new section 236 would be avallable in
both urban and rural areas. However. inso
far as the administration of, the section in
rural areas is concerned. the Secretary wlll
assign to the Secretary of Agriculture neces
sary authority. along with appropriate trans
fer of funds. for the implementation thereof
as agreed upon by the two Secretaries. Ap
propriations would also be authorized. pur
suant to section 1003 of the b1l1, to pay for
AgriCUlture's administrative expenses in
connection with any such assignment.

Subsection (b) would amend section 212i
of the National Housing Act to make the la
bor standards of that section applicable to
section 236 projects and would amend sec
tion 227 of such Act to make cost certifica
tion reqUirements applicable to section 236
projects.

Subsection (c) would authorize the insur
ance on mortgages covering projects for low
and moderate income fam1l1es under section
221 (d) (3) of the National Housing Act which
have been approved for a below-market in
terest rate to be transferred. prior to final
endorsement. to section 236.

Subsection (d) would authorize projects
for the elderly or handicapped approved for
loans under section 202 of the Housing Act
of 1959 to be refinanced under section 236
at any time up to, or a reasonable time there
after. project completion.

Subsection (e) would amend section 101
of the Housing and Urban Development Act
of 1965 to authorize rent supplement bene
fits for tenants in a section 236 project. but
limited to no more than 20 percent of the
units in anyone project.
Increased Authorization for the Rent Sup

plementProgram
Section 202. Makes avallable an additional

$40,000,000 in contract authority for rent
supplement payments in fiscal year 1970. plUS
an additional $100,000,000 In contract author
ity in each of the fiscal years 1971. 1972, and
1973.

Part B-Low-rent public housing
Increased LOW-Rent Public Housing

Authorization
Section 203. Would amend section 10(e)

of the United States Housing Act of 1937 to
increase the authorization for annual con
tributions contracts for the low-rent pUbllc
housing program by $100 million on the date
af enactment and by $150 mimon on July
1 in each of the years 1969 and 1970. and by
$200 m111ion on July 1 in each of the years
1971 and 1972.

Would also amend section 20 of such Act
to modify the method of computing HUn's
use of borrowing authority under the
program.

Upgrading Management and Services in
Publlc Housing Projects

Section 204. Would add a new paragraph
to section 15 of the United States Housing
Act of 1937 to authorize the Secretary of
HUD to enter into grant contracts with local
housing authorities to assist them. Where
necessary, in upgrading their management
activities and proViding tenant services to
faml11es living in low-rent housing projects.
and would authorize appropriations in an
amount not, to exceed $20.000.000 in fiscal
year 1969 and such amounts in subsequent
fiscal years as may be necessary for this
purpose..

Purchase of Units by Tenants
Section 205. Would amend section 15(9)

of the United States Housing Act of 1937 to
broaden existing law to perInlt local housing
authorities to sell any low-rent housing unit
to a tenant If such unit is suitable for
individual ownership. Existing law permits
tenants to purchase only detached or seIni
detached units.
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Publlc Housing in Indian Areas

Section 206. Would amend section 1 of the
United States Housing Act of 1937 to permit
public housing assistance for Indian famil1es
without regard to the present limitation that
such a family may not llve on property lo
cated on or adjacent to their farm land.

TITLE III-FHA INSURANCE OPERATIONS

Mortgage insurance premiums lor service-
men and their widows .

Section 301. Would amend section 222 of
the National Housing Act to permit payment
of FHA mortgage insurance premiums by
the secretary of Defense or the Secretary of
Transportation In cases where a serviceman
assumes a home mortgage previously insured
under any other provision of the National
Housing Act. Under present law, a service
man may receive this benefit only when he
purchases a home and piaces a new mort
gage on it under the provisions of section
222.

Would also direct the Secretary of Defense
or the Secretary of Transportation to con
tinue making the premium payments on be
half of the widow of a serviceman who dies
In the service for 2 years after his death or
until she sells the house, whichever occurs
sooner. The Secretaries would be directed
to promptlY notify the widow of the in
creased cost she would have to bear upon
the termination of the payment of the in
surance premium at the end of the 2-year
period.
Flexible interest rates lor mortgage insurance

programs
Section 302. Would authorize the Secretary

of HUD to establlsh the interest rates on
all FHA mortgage insurance programs, ex
cept for the land development program
(which has no statutory celling) and the
below-market interest rate programs pro
vided for under sections 221 (d) (3) and (h),
without regard to any present limitations
set out in the National Housing Act. The
Secretary would be authorized to set these
rates at such levels as he finds necessary to
meet the mor~age market.
Modifications in terms 01 insured mortgages

covering multilamily projects
Section 303. Would add a new section 239

to the National Housing Act to require tht
Secretary of HUD to approve a request for
the extension of time for curing a default
on any FHA multifamily mortgage or for a
modification of the terms of such a mort
gage only pursuant to regulations prescribed
by him. Under such regulations, the mort
gagor would have to agree to place in trust
any income or funds derived from the proj
ect in excess of what is reqUired to meet
actual and necessary operating expenses. The
Secretary could provide for granting such
consent in any case or class of cases, with
out regard to the requirements of the regu
lations, where he determined such action
would not jeopardize the interests of the
United States. Any knowing and wlllful mis
distribution of the rents or other income
received during the period of extension or
modification would subject the party to
criminal penalty ($5,000 or 3-year imprison
ment, or both).

Condominiums
Section 304. Would amend section 234(c)

and (f) of the National Housing Act to (1)
authorize FHA insurance for the indiVidual
units in a condominium project With 2 to 11
dwel11ng units Without requiring that the
project be first covered by an FHA insured
project mortgage, (2) proVide the same down
payment and maximum mortgage limitations
for the FHA condomInium program as are
prOVided for the regular single-family FHA
section 203 (b) program, and (3) permit blan
ket mortgages to cover four or more units
instead of the present limitation of five or
more units.

Insurance Of loans for purchase of fee simple
title from lessors

Section 305.Would add a new section 240 to
the National Housing Act to permit FHA to
insure loans to homeowners to finance the
purchase of fee simple title to property on
which their homes are located where the
homeowner has only a leasehold interest in
the land. Would also amend section 5(c) of
the Home Owners' Loan Act of 1933 to per
mit savings and loan associations to invest in
the loans described above.
Extend section 221 (d) (2) sales housing pro

gram lor two, three, and four family resi
dences to all low and moderate income
lamilies
Section 306. Would authorize FHA mort

gage insurance under section 221(d) (2) for
mortgages secured by two, three, and four
family properties for all low and moderate in
come families, when one of the units will be
occupied by the mortgagor. Under present
law, insurance of a mortgage under section
221(d) (2) for two, three, and four family
properties is only authorized where the mort
gagor is a displaced family intending to oc
cupy the property.
Remove dividend restriction for nondwelling

facilities in section 221 projects
Section 307. Would amend section 221(f)

of the National Housing Act to remove the
requirement that a mortgagor of a 221 mUlti
family project in an urban renewal area
(other than a mortgagor whose mortgage
bears interest at a below-market rate) must
waive dividends on its equity investment in
nondwel1lng facllitles in a project where
these facllitles are designed to serve the
needs of others than residents of the project.
Supplemental loan program for projects fi-

nanced with FHA insured mortgages
Section 308. Would add a new subsection

(f) to section 223 of the National Housing
Act to authorize Insurance of supplementary
loans to finance improvements and additions
to mUltifamily projects (including nursing
homes) and group practice faclIlties financed
with an FHA-insured mortgage. The supple
mentary loan could also include equipment
for a nursing home or group 'practIce facUlty.
Supplementary loans would be limited to 90
percent of the Secretary's estimate of the
value of the requlred improvements, addi
tions, and equlpment and to an amount
Which, when added to the outstanding bal
ance of the existing mortgage, does not ex
ceed the basic mortgage limitations of the
program under which the project is financed.
Title I-Home improvement loans-Increase

in maximum maturity, finance charge, and
loan amount
Section 309. Would amend section 2 of title

I of the National Housing Act, which au
thoriZes insurance of property improvement
loans, to increase the maximum loan limita
tion of $3.500 to $5.000 and the maximum
maturity from 5 years and 32 days to 7 years
and 32 days. Would also increase the maxi
mum permissible financing charge on the
first $2500 of a loan from a discount of $5.
to $5.50 per $100. of the original face amount
of the loan, and on that portion of the loan
in excess of $2500 the maximum finance
charge would be increased from a $4. to a
$4.50 discount.

Experimental housing program
Section 310. Would amend section 233 of

the National Housing Act, the FHA experi
mental housing program, to make the pro
gram available for use in connection with
all FHA programs. At present, section 233 is
avallable only with respect to properties and
projects meeting the requirements of one of
the other sections of title II of the National
Housing Act. The experimental housing pro
gram would now be authoriZed to be used in
connection with land development projects
or group practice facllities where the mort-

gages are insured under titles X and XI, re
spectively.
Term 01 FHA insured mortgages for land

development
Section 311. Would amend section 1002(d)

(1) of the National Housing Act to permit
the Secretary of HUD to prescribe a maturity
longer than seven years for land development
project mortgages, as is presently permitted
for insured mortgages covering privately
owned water and sewer systems and new com
munities under Title X.
Rehabilitated multifamily projects in urban

renewal areas
Section 312. Would amend sections 220(d)

(3) (B) (il) and 221(d) (3) (11i) of the National
Housing Act to permit FHA mortgage insur
ance under those sections for the purchase of
multifamily properties in urban renewal
areas which have been rehabllltated by a lo
cal public agency pursuant to the authority
provided by the amendment to title I of the
Housing Act of 1949 proposed by section 504
of the bill. Mortgages on these properties
could also be Insured under the new section
236 of the National Housing Act (proposed by
section 201 of the bill). Under present law,
FHA mortgage insurance for multifamily
properties is only available in connection
with projects which are either neWly con
structed or substantially rehabllitated sub
sequent to the issuance of a commitment for
mortgage insurance by FHA.

Miscellaneous housing insurance
Section 313. Would make 5 technical

amendments to section 223 of the Nationai
Housing Act to permit refinancing of an FHA
mortgage insured under any section or title
of the National Housing Act as well as insur
ance of an FHA mortgage assigned to the Sec
retary or executed in connection with a sale
of an acqUired property under any section or
title of the Act. Under present law this au
thority is limited to specific sections
enumerated in section 223 and must be
amended each time a new section is added to
the National Housing Act. It wouid also per
mit payment in cash of an insurance claim,
instead of just debentures,in connection with
a mortgage assigned to the Secretary or a
mortgage executed in connection with the
sale of an acquired property.
Supplementary loans for cooperative housing

purchased Irom the Federal Government
Section 314. Would amend section 213(j)

of the National Housing Act to authorize
mortgage insurance for supplementary loans
to housing cooperatives which purchased
wartime housing, covered by an uninsured
mortgage for part of the purchase price, from
the Federal Government. The loan would be
SUbject to the same maximum amount lim
itations presently applicable under section
213(J) to supplementary loans to coopera
tives With FHA insured mortgages. Where the
mortgage on the property is dated more than
20 years prior to the date of the commitment
to insure and the loan is for major rehabUlta
tion or modernization, as determined by the
Secretary, the loan may have a maturity date
not more than 10 years in excess of the re
malning term on the uninsured mortgage.

Equipment in nursing homes
Section 315. Would amend section 232 of

the National Housing Act to permit the cost
of major items of equipment used in the op
eration of a nursing home to be included In
the insured mortgage. Similar authority is
presently prOVided for group practice faclli
ties under title XI.
TITLE IV--{;UARANTEES FOR FINANCING NEW

COMMUNITY LAND DEVELOPMENT

Short title
Section 401. This title would be referred

to as the "New Communities Act of 1968."
Purpose

Section 402. States that the purpose of the
title would be to encourage, through enlist-
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ment of private capital, the development of
new communities that (1) contribute to bet
ter living conditions through improved over
all community design; (2) contribute to the
sound and economic growth of the areas in
which they are located; (3) provide needed
additions to the general housing supply; (4)
provide opportunities for innovation in tech
nology and land use planning; (5) eniarge
housing, employment and investment oppor
tunities; and (6) encourage a diversified
local homebuUding industry.

Guarantee
Section 403. Would authorize the Secretary

of Housing and Urban Development to guar
antee the bonds, debentures, notes and other
obligations issued by new community de
velopers to help finance new community de
velopment projects. In making such guar
antees the Secretary would take into ac
count (1) the large initial capital invest
ment required, (2) the extended period be
fore initial returns can be expected, (3) the
irregular pattern of cash returns characteris
tic of such investment, and (4) the financial
interests of the United States.

Eligible new community development
Section 404. Would make a new community

development project eligible for assistance
only if the Secretary determines that (1) the
proposed new community will be economi
cally feasible and wlll contribute to the
orderly development of the area of Which
it is a part; (2) there is a practical plan
(and time schedule) for financing the land
acqUisItion and development costs and for
the Improvement and marketing of the land
whIch, giving consideration to the purposes
of this Act and the special problems In
volved, represents an acceptable financial
risk to the United States; (3) there is a
sound and comprehensive internal plan for
the new community that meets State and
local requirements, provides for a proper bal
ance of housing for fam1l1es of low and mod
erate income, and provides satisfactory sup
portIng fac1l1ties for its future residents, and
(4) the internal plan is consistent with com
prehensive planning for the area In whIch
the new community is situated.

Eligible obligations
Section 405. Would require any obligation

guaranteed under this Act to (1) be Issued
by a new community developcr, other than a
pUblic body, approved by the Secretary on
the basis of financial, technical and admin
istrative abillty, (2) be issued to investors
approved by the Secretary or, if there is an
offering to the public, be underwritten upon
terms approved by the Secretary, (3) be is
sued to finance a program of land develop
ment (including land acquisition or use)
approved by the Secretary, (4) involve a prIn
cipal obligation not to exceed the lesser of
(1) 80 percent of the Secretary's estimate of
the value of the property upon completion
of the land development or (2) the sum of
75 percent of the Secretary's estimate of the
value of the land before development and 90
percent of his estimate of the actual cost of
the land development, (5) bear interest at
a rate satisfactory to the secretary, (6) pro
vide for repayment and maturity satisfactory
to the Secretary, and (7) contain such pro
visions with respect to protection of the
security interests of the United States as the
Secretary may prescribe.

With respect to a single new community
development project the outstanding princi
pal obligations guaranteed could not exceed
$50,000,000.

Fees and charges
Section 406. Would authorize the Secretary

to establish guarantee fees and to make such
other charges as he considers reasonable. The
Secretary would be required to make a report
to Congress on or before January I, 1970,
giving an estimate of the charges and fees
which would be required for a self-support
ing program.

Guarantee fund
Section 407. Would authorize the Secretary

to establish a revolving fund to consist of
(I) all guarantee fees and other charges,
(2) all recoveries and other receipts obtained
in connection with guarantees, and (3) such
appropriations, which are here authorized,
as may be reqUired for program operations
and non-administrative expenses and to make
all payments under these guarantees. The
credit of the United States would be pledged
to the payment of all guarantees. The Secre
tary could pursue to final collection or com
promise any security, subrogation or other
rights obtained under this Act; and expenses
incurred in acquiring and disposing of prop
erty thus obtained may be paid out of the
guarantee fund. The aggregate of outstand
ing principal obligations guaranteed under
the title would at no time exceed $500 mU
lion.

Incontestability
Section 408. Would make any guarantee by

the Secretary conclusive evidence of the eligi
bility of the obligations for such guarantee.
The validity of any guarantee would be in
contestable in the hands of a qualified holder
of the guaranteed obligation except for fraUd
or material misrepresentation on the part of
such holder.

Encouragement of small builders
Section 409. Would require the Secretary to

adopt requirements that will encourage the
maintenance of a diversified local home
bullding industry, and broad participation
by bUilders, particularly small bullders.

Labor
Section 410. Would require payment of

prevaUlng wage rates (as determined by the
Secretary of Labor in accordance with the
Davis-Bacon Act) to laborers and mechanics
employed in land development assisted un
der section 403. The Secretary of Housing and
Urban Development would be required to ob
tain adequate assurance, before extending
such assistance, that the prevailing wage re
quirements will be met. It also specifies that
the powers given the Secretary of Labor un
der Reorganization Plan No. 14 to coordinate
the enforcement of prevalllng wage provi
sions and the powers given him under the
DaVis-Bacon Act (40 U.S.C. 276c) to issue
regulations will apply.

Real property taxation
Section 411. Would make any real property

acquired by the Secretary by lien or subroga
tion rights sUbject to real property taxation
to the same extent, according to its value, as
other real property Is taxed.

Supplementary grants
Section 412. WoUld authorize the Secretary

to make supplementary grants to States and
local public bodies carrying out "new com
munity assistance projects" if the Secretary
determines such grants al'e necessary or de
sirable for carrying out an approved new
community development project.

"New community assistance projects"
would be projects assisted by grants under
the basic water and sewer program and the
open space land program of the Department
of Housing and Urban Development and un
der the water and waste disposal fac1llties
program of the. Fanners' Home Administra
tion. Supplementary grants woUld be limited
to 20 percent of the cost of such projects and,
in determining such cost, the Secretary would
accept certifications from the Department of
AgriCUlture as to the cost of the projects
assisted by the Farmers' Home Administra
tion. In no event could the total Federal
grants for a project exceed 80 percent of its
cost.

Appropriations would be authorized for
these supplementary grants, to be available
untU expended.
General provisions and rules and regUlations

Section 413. Would vest in the Secretary
(1) the authority to issue rules and regula-

tions and (2) other powers and duties set
forth in section 402 (except subsection (c)
(2) and (f) which are not relevant and (d)
which is duplicatory) of the Housing Act of
1950. These are administrative powers and
duties customarily provided for in connec
tion with Federal programs. A corporate
budget would be prOVided for under this
section except that supplementary grants
under section 412 would be accounted for
separately.

Definitions
Section 414. Would define the term "land

development", to mean the process of grad
ing land, making, installing, or constructing
water lines and water supply installations,
sewer lines and sewage disposal installations,
steam, gas and electric lines and installa
tions, roads, streets, curbs, gutters, side
walks, storm drainage facmties, and other
installations or work, whether on or off the
site, which the Secretary deems necessary or
desirable to prepare land for residential,
commercial, industrial or other uses, or to
provide fac1llties for pUblic or common use.
The term woUld not include any building
unless it is (1) a bullding Which is needed in
connection with a water supply or sewage
disposal installation or a steam, gas, or elec
tric line or installation, or (2)· a building,
other than a school, Which is to be owned
and maintained jointly by the residents of
the new community or is to be transferred
to pUblic ownership after completion.

The term "actual costs" would be defined
to mean the costs (exclusive of rebates or
discounts) incurred by a new community de
veloper in carrying out the land development
assisted under this Act. These costs may in
clude amounts paid for labor, materials, con
struction contracts, land planning, engineers'
and architects' fees, surveys, taxes and in
terest during development, organizational
and legal expenses, such allocation of general
overhead expenses as are acceptable to the
Secretary, and other items of expense inci
dental to development which may be ap
proved by the Secretary. If the Secretary de
termines that there is an identity of interest
between the new community developer and
the contractor, there may be inclUded an
allowance for the contractor's profit in an
amount deemed reasonable by the Secretary.

The term "new community assistance
projects" would be defined to mean projects
assisted under section 702 of the Housing
and Urban Development Act of 1965 (basic
water and sewer grant program), under sec
tion 306(a) (2) of the Consolidated Fanners'
Home Administration Act (water and waste
disposal facllitles grant program), or title
VII of the Housing Act of 1961 (open space
land program).

aonforming amendments
Section 415. These changes in existing Jaw

would-
(1) amend section 202(b) (4) of the Hous

ing Amendments of 1955 so that the popula
tion limit (50,000) applicable to the political
jurisdiction eligible to receive pUblic fac1llty
loans under the 1955 law would be waived
in the case of pUblic facllities serving new
communities (aided under this title) within
jurisdictions (such as counties) whose total
population would otherWise make them in
eligible to receive such loans.

(2) amend section 24 of the Federal Re
serve Act so as to authorize national banks
to invest in obligations guaranteed under
title m.

(3) amend section 5(c) of the Home Own
ers Loan Act of 1933 to authorize Federal
savings and loan associations to invest in
obligations guaranteed under title III.

TITLE V-URBAN RENEWAL

Neighborhood development programs
Section 501. Would add a new Part B to

title I of the Housing Act of 1949. This Part
would authorize the Secretary of HUD to
provide financial assistance to local public
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agencies to assist them in carrying out
neighborhood development programs. A
neighborhood development program would
consist of urban renewal project undertak
ings and activIties In one or more urban
renewal areas that are planned and carrIed
out on the basis of annual increments. The
requirements governing these ,)ndertakings
and activities would be simll,ir to those
governing the provision of Fed~ral financial
assistance for regular urban renewal projects
now prOVided for under Title I.

The major differences would be that the
contract for loan or capital grant for the
annual increment of a program could cover
activities in several" contiguous or non
contiguous urban renewal' areas, and the
funding would be based on the amount of
loan and grant funds needed to carry out
the activities planned during a 12-month
periOd in each of the urban renewal areas
contained in a community's program. There
would be no obligation on the part of HUn
to fund beyond the immediate 12-month
period for which It has entered into a con
tract, but, If funds were available and a
community's program was acceptable to the
secretary, It Is anticipated that a community
would receive financial assistance based on
its needs for SUbsequent annual Increments
of Its program. Although there would be a
computation of project cost at the end of
each 12-month period. financial settlement
at the end of the period may not be possible
because of the inability in that period to
dispose of all the land acquIred during the
year or to complete, or place under contract
all pUblic improvements planned for that
year. In such cases, any loans outstanding
would be continued untlI all monies due to
be received under the contract for that year
were received. or, In the alternative, the
carried over financial items may be merged
with the financing for a SUbsequent
increment.

If in any annual period' proceeds from
land sold by the local public agency and
land retained by it for use in accord with
the urban renewal plan exceed the total
project cost for that period. the local public
agency would be required to pay to the Sec
retary %'s of the excess or %'s (in the case
of a program on a % grant basis) and the
Secretary would be empowered to use this
amount to make grant payments under
title I.

Local grants-in-aid would generally be cal
culated as they are under the present urban
renewal program. However. the determlna
tlon of their eligibility would be based on
Whether their construction started no more
than 3 years (under section 110(d» prior
to the authorization by the Secretary of the
first contract for financial assistance under
a community's program which includes the
urban renewal area which is benefited by
the public improvement or facility for which
credit is claimed; or seven years (under sec
tion 112(b» prior to the date of authoriza
tion by the Secretary of the first contract
for financial assistance under the program
Which includes the urban renewal area which
is benefited by the expenditures for which
credit is claimed. A noncash grant-in-aid
would only be eligible for inclusion In com
puting the gross project cost of a program
for any 12 month period, if its construction
had commenced and only to the extent of
the amount actually expended or obligated
by contract.

In addition, there would be a provision to
prevent pooling of excess noncash grant-in
aid credits from a neighborhood development
program with other urban re~!:".Val projects
being carried out by a community. However,
any excess grant-in-aid credit from regular
urban renewal prOjects could be pooled for
the benefit of a neighborhooq development
program. Also noncash crecUts which are in
excess of whatts'oneeded for an)' annual
increment would be available to be applied
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toward the local share of the cost of sub
sequent annual Increments.

As under regUlar urban renewal projects,
a workable program would have to be in
existence (at the date of authorization of
any annual increment), relocation require
ments would apply to each annual incre
ment, and the local approval and public
hearing reqUirements would have to be met.
Since planning and project execution activi
ties In most cases would be taking place
simultaneously, especially in the early years
of a program, the Secretary would be au
thorized to permit the urban renewal plan
to cover one or more of the urban renewal
areas embraced by a program and to allow
the plan to meet such requirements as to
scope and content as he deems appropriate,
taking into consideration the degree of de
tail needed in the plan to properly and ex
peditiously carry out the activities and
undertakings proposed in any annual in
crement.

Increased authorization
Section 502. Would amend section 103(b)

of the Housing Act of 1949 to increase the
amount of funds available for urban renewal
and other activities under title I of that
Act by $1,400.000,000 on JUly I, 1969. Would
also amend this section to increase the
amount of funds available for urban renewal
projects in model cities areas by $350 mllllon.

Rehabilitation grants
Section 503. Would amend section 115(b)

of the Housing Act of 1949 to increase the
rehabllltation grant that can be made to
low-income homeowners from $1.500 to
$2.500. It also makes a technical amendment
to section 115(a) to authorize the payment
of funds to otherWise qualified recipients for
rehab1l1tation work on their "real property"
used for dwelling purposes. At present, assist
ance is limited solely to their dwelling struc
tures. not Including unsafe walks, or drive
ways, or fences or other related structures.

Rehabilita.tion in urban renewal areas
Section 504. Would amend section 110(c)

(8) of the Housing Act of 1949 to remove the
present limitation on the acqUisition and
rehabilitation of residential properties by a
local urban renewal agency. (Present law
permits the local agency to acquire and re
habil1tate for demonstration purposes no
more than 100 units or 5 percent of the total
residential units in the urban renewal area,
whichever is lesser).
Disposition of property fOT low and moderate

income housing
Section 505. Would amend section 107(a)

of the Housing Act of 1949 to permit land
to be disposed of for both low and moderate
Income housing purposes and to permit this
disposition to be done by lease as well as by
sale. Would also permlt housing to be sold to
a mortgagor qualified under the new FHA 236
program (proposed to be added by section 201
of the bill) and to nonprofit organlzations
under the new FHA 235(J) (1) program (pro
posed to be added by section 101 of the bill)
which will rehabilltate the property and sell
It to low or moderate income persons.
CUlpital grants for low and moderate income

housing open land projects
Section 506. Would amend section 103(a)

(1) of the Housing Act of 1949 to permit
capital grants to be made with respect to
urban renewal open land projects (Which
now only qualify for loans) in an amount
not to exceed two-thirds of the d1trerence
between the proceeds from any land disposed
at its value for low or moderate income
housing (under section 107 of such Act) and
the proceeds which would have been realized
If the land had been disposed of at its fair
value without regard to the special provisions
of section 107.

Urban renewal loan contracts
Section 507. Would amend section 102(c)

of the Housing Act of 1949 to permit a local
public agency to borrow funds to finance
project undertakings on the private market
at an interest rate in excess of the Federal
lending rate set out in Its loan contract with
the Government. The full difference between
the interest cost on the private market and
the Interest cost at which the local public
agency could have borrowed from the Federal
Government under Its loan contract would
be made up by a supplemental grant from
the Government. A local public agency fol
lowing this procedure, and thereby amending
its loan contract for this purpose, would not
be governed by the provisions of section
1l0(g) of such Act Which require all loan
contracts (originally executed prior to Sep
tember 2. 1964) on their first amendment
after that date to have incorporated in them
a provision for periodic revision of the
Federal lending rate.
Project close-out with small parcels Of land

remaining
Section 508. Would amend section 106 of

the Housing Act of 1949 to add a new sub
section (I) Which would permit the Sec
retary of HUn to allow an urban renewal
project to be closed out where (1) not more
than 5 percent of the total acquired land
remains to be disposed of, (2) the local pub
lic agency does not expect to be able, due
to circumstances beyond its control, to dis
pose of that land In the near future, (3)
all other project activities are completed,
and (4) the local public agency has agreed
to dispose of or retain such land in the fu
ture for uses In accordance with the urban
renewal plan. Would also amend section
110(f) of that Act to inclUde in the amount
of land proceeds. for the purposes of com
puting net project cost, an amount equal
to the value of this land not yet disposed
of. '

Rehabilitation loans
Section 509. Would amend section 312 of

the Housing Act of 1964 to provide such
appropriations In each fiscal year as may be
necessary to make rehabllltation loans (pres
ently limited to $100 million a year) and to
extend the program from its present expira
tion date of October 1,' 1969 to June 30,
1973.

TITLE VI-URBAN PLANNING AND FACILITIES

Comprehensive planning
Section 601. Would rewrite section 701 of

the Housing Act of 1954 (urban planning
assistance). The principal change would au
thorize the Secretary of HUD to make plan
ning grants to State planning agencies for
assistance to district planning agencies for
rural and other nonmetropolltan areas. A
grant authorization of $20 million would be
provided for such planning grants in fiscal
year 1969, and the Secretary of AgriCUlture
would be given certain functions with re
spect to planning grants for districts. in
cluding a requirement that he be consulted
before any such grant Is made.

For fiscal year 1969 there would be a fur
ther increase of $15,000,000 in the amount
of funds that could be appropriated. For
fiscal year 1970 and each SUbsequent fiscal
year there would be authorized to be appro
priated such amounts as are necessary with
$10,000,000 a year available solely for dis
trict planning. The section would also au
thorize the use of an additional $10,000,000
from available grant funds for stUdy. re
search, and demonstration projects covering
such matters as the planning for entire sys
tems of public facil1ties and services with
In metropolitan areas and other multijuris
dictional regions.

Other changes would authorize the Secre
tary to make, planning grants directly to
tribal planning councils or other bodies for
planning on Indian reservations and would
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require that metropolitan, regional, and dis
trict planning agencies, to the greatest ex
tent practical, be composed of or responsible
to elected officials of local governments. The
rewritten section would also authorize
grants under section 701(g) for regional and
district councils of government, as well as
those organized on a metropolitan basls, and
would broaden the definition of compre
hensive planning to include planning for the
provision of governmental services and for
the development and utilization of human
and natural resources. However, comprehen
sive district planning could not include
planning aimed at encouraging businesses to
relocate from another area into the dis
trict.

Additional changes would authorize plan
ning grants to official governmental planning
agencies for areas where rapid urbanization
is expected to result on land developed or
to be developed as a new community ap
proved under the provisions of title IV of
the bill, and would permit three-quarters
granta for economic development dlstricts
designated under the Public Works and
Economic Development Act of 1965

Planned areawide development

Section 602. Would amend title II of the
Demonstration Cities and Metropolitan De
velopment Act of 1966 by changing the
heading of the title to "Planned Areawide
Development" and, in keeping with this
change in title, would amend the sections
and subsections thereto to permit supple
mentary incentive grants authorized for cer
taln federally assisted projects in metropoli
tan areas to be made for such projects being
carried out in any multijurisdictional area,
such as the rural planning districts that are
recognized by the amendments in section
601 of the bill. Section 206(b) of the 1966
act is also amended to make available for
appropriations for grants for areaWide de
velopment anv of the funds authorized for
fiscal years 1967 and 1968, which have not
been appropriated, through fiscal year 1970.

Advance acquisition Of land
Section 603. Would rewrite section 704 of

the Housing and Urban Development Act of
1965 to:

(1) change the definition of eligible land
from "land planned to be utilized in con
nection with the future construction of pub
lic works or facilities" to "land planned to
be utilized in the future for public pur
poses";

(2) replace the requirement that the pro
posed use be undertaken within five years
with a requirement that it be undertaken
within a reasonable time;

(3) clarify the status of the land in the
interim between acquisition and ut1l1zation
for the approved purpose;

(4) permit the Secretary to approve the
diversion of the land to another pUblic pur
pose which is in accord with the then appli
cable comprehensive plan and give him dls
cretion to require repayment of the grant
or the substitution of land of equivalent
value when the land is diverted to a non
public purpose;

(5) provide that assistance under this sec
tion will not render a project ineligible for
other Federal assistance programs and that
the cost of land acquired with this assistance
will not be an ineligible project cost in such
other programs;

(6) provide for grant assistance for im
puted interest charges when an applicant
uses other than borrowed funds to finance
the acquisition of the land; and

(7) clarify the authority of States to par
ticipate in the program.
Extension oj interim planning requirements

in water and sewer jacilities program

Section 604. Would extend the expiration
date of the interim planning requirements
provision in the basic water and sewer fa
cUlties program from July I, 1968 to October
I, 1969.

Authorizations jor the water and sewer facil
ities, neighborhood jacilities, and advanced
acquisition oj land programs
Section 605. Would amend section 708(b)

of the Housing and Urban Development Act
of 1965 to prOVide that any of the funds au
thorized for these programs, that have not
been appropriated, will remain available for
appropriation through fiscal year 1970.

Open-space land program
Section 606. Would amend section 702(b)

of the Housing Act of 1961 to convert the
funding provision for grants under the Open
Space Land Program from the present au
thority to enter into contracts not in excess
of $310,000,000 to a regUlar authorization for
appropriations not in excess of $310,000,000
prior to July 1, 1969. For fiscal year 1970 and
SUbsequent fiscal years there would be au
thoriZed to be appropriated such amounts as
are necessary. With these changes the sub
limitations on grants for beautification and
the acquisition of developed land in built-up
portions of urban areas would be removed.
Also section 708(b) of such Act would be
amended to increase from $50,000 to $125,000
tile amount of grant funds that may be
used during any fiscal year for studies and
the publishing of information.
Authorize the making oj jeasibility studies

in the public works planning advances pro
gram
Section 607. WOUld clarify the authority of

the Secretary under section 702 of the Hous
ing Act of 1954 to make advances for the
conduct of feasibility stUdies respecting spe
cific public works, the planning of which
may be assisted under section 702.

TITLE vn-URBAN MASS TRANSPORTATION

Grant authorization
Section 701. Would amend section 4(b) of

the Urban Mass Transportation Act of 1964
to increase the amount of funds authorized
to be appropriated for the various activities
under that Act by $190.000,000 for fiscal year
1970. The amount of funds Which may be
used for research. development and demon
stration projects, under section 6 of that
Act, commencing July 1, 1968. would be in
creased by $6,000,000. On or after July 1,
1969. the Secretary would be authorized to
use such sums for this purpose, out of the
funds available under the program, as he
deems appropriate.

Definition Of mass transportation
Section 702. Would broaden the statutory

definition of "mass transportation" in sec
tion 12(c) (5) of the Urban Mass Transpor
tation Act of 1964 to aUow greater fiexibU1ty,
scope, and opportunity for innovation, de
velopment. and application of new concepts
and systems. The existing definition of "mass
transportation" requires that such trans
portation serve the "general public" and op
erate "over prescribed routes." Both of these
requirements would be eliminated. There
would be substituted a requirement that
the transportation provide to the public
general or special service (exclUding school
buses or sightseeing or charter service) on a
regular and continuing basis.
Extension oj emergency program under the

Urban Mass Transportation Act
Section 703. Would amend section 5 of the

Urban Mass Transportation Act of 1964 to
extend from November 1, 1968, to October 1,
1969, the emergency capital grant program.'

TITLE VIII-SECONDARY MORTGAGE MARKET

This title would make changes in the stat
utes affecting the Federal National Mort
gage Association and its functions in the
secondary mortgage market. The principal
change would be the fulfillment of the pur
pose of Congress fourteen years ago, as stated
in section 303(g) of the Federal National
Mortgage Association Charter Act, "to trans
fer to the owners of the outstanding com
mon stock of the Association the assets and

liab1l1tles of the Association in connection
with. and the control and management of,
the secondary market operations of the As
sociation under section 304 of this title in
order that such operations may thereafter
be carried out by a privately financed corpo
ration." Other amendments, principally,
would give the privately-owned corporation
needed new methods of financing its exist
Ing portfolio of mortgages and its future
operations.

Purposes
Section 801. States as the purposes of the

title the partition of FNMA as heretofore
existing into two separate corporations, one
of which will be a Government-sponsored
private corporation to operate the second
ary market operations. and the other of
which will remain in the Government and
continue to operate the special assistance
functions and management and liquidating
functions.

Amendments to the FNMA Charter Act
Section 802. Would make a number of

amendments to the FNMA Charter Act to
achieve the purpose stated in section 801.
The changes to be made by each subsection
are set out below. References to section num
bers. unless expressly stated otherwise, are to
sections of the FNMA Charter Act (title III
of the National Housing Act).

Subsection (a). Wouid amend the heading
to title III of the National Housing· Act to
make it descriptive of that title as it would
be amended by this bill.

Subsection (b). Would amend section 301
to bring up to date the statements In that
section describing the purposes of the FNMA
Charter Act. .

Subsection (c). Would provide that, on an
elfective date to be established as provided In
section 807 of the bU!, the existing Federal
National Mortgage Association is partitioned
into two separate corporations. The corpora
tion to remain in the Government and oper
ate the special assistance functions and man
agement and liquidating functions would be
known as Government National Mortgage As
sociation (GNMA). The corporation which
will become entirely privately owned and
which wm operate the secondary market op
erations, will be known as Federal National
Mortgage Association (FNMA).

Subsection (d). Would amend section
302(b) so that the powers stated therein
would be applicable to both corporations.
The present restrictions against buying mort
gages at a price in excess of par and against
buying mortgages olfered by, or covering
property held by, State and local instrumen
talities would be applicable only to GNMA.
The purchase authority of FNMA would be
extended to include securities guaranteed by
GNMA under section 306(g).

Subsection (e). Technical.
Subsection (f). Technical.
Subsection (g). Technical.
Subsection (h). Would amend the heading

of section 303 to emphasize the fact that the
capitalization provisions therein would be
applicable only to FNMA.

Subsection (i). Would:
(1) change the common stock from non

voting to voting and from $100 par value to
no par value;

(2) clarify the free transferabU1ty of the
common stock;

(3) repeal the provision for retirement of
the common stock at par;

(4) delete the restriction that payments to
retire the preferred stock must' come en
tirely out of capital surplus and general sur
plus accounts; and

(5) provide that the preferred stock shall
be retired as rapidly as possible after the
elfective date of these amendments.

Subsection (1). Would provide that fees
and charges imposed by FNMA In the second
ary market operations could be regarded
as elements of pricing, so that they would
not necessarily be considered fees for serv
ices.
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Subsection (k). Would allow FNMA to issue

common stock in addition to that now re
qUired to be issued in connection with
FNMA's purchasing and lending actiVities.
It would also require each servicer of mort
gages for FNMA to own at all times a mini
mum amount of FNI\1A common stock. This
minimum amount, measured by the stock's
stated value, would be not less than 2 per
cent nor more than 4 percent of the out
standing principal balances of all mortgages
owned by FNMA and serviced by the servicer,
but this requirement would not apply to
mortgages purchased by FNMA before the
effective date of these amendments. It would
also strike out the provision 11m1ting the
return on the common stock to 5 percent of
its par value and insert a provision providing
that cash diVidends shall not exceed a rate
determined by the Secretary of Housing and
Urban Deveiopment to be a fair rate of re
turn.

Subsection (l). Would prohibit issuance of
any preferred stock after the effective date
of these amendments.

Subsection (m). Technical.
Subsection (n). Would change the heading

of section 304 to emphasize the fact that the
secondary market operations provisions
therein would apply only to FNMA.

Subsection (0). Would strike out an ob
solete restriction Which prohibits FNMA
from purchasing any mortgage insured or
guaranteed prior to August 2, 1954.

Subsection (p). Would amend the provi
sion limiting the amount of secondary mar
ket operatlonsobligatlons outstanding at any
one time to 15 times the sum of its capital,
surplus, and reserves, by inserting a provision
which would allow the Secretary of HUD to
fix FNMA's debt-to-capltai ratio at a higher
figure.

Subsection (q). Would strike out the pro
vision In section 304(c) which would pro
hibit FNMA's borrowing from the Treasury
after retirement of the preferred stock.

SUbsection (r). Technical.
Subsection (s). Would amend the heading

to section 305 to emphasize the fact that the
special assistance functions provisions there
In would apply only to GNMA.

SUbsection (t). Would amend the heading
to section 306 to emphasize the fact that the
management and liquldating functions pro
Visions therein would apply only to GNMA.

Subsection (u). Technical.
Subsection (v). Technical.
Subsection (W). Technical.
Subsection (x). Would el1m1nate the pres

ent board of directors and vest all the powers
and duties of GNMA in the Secretary of HUD,
and would make proVisions for a board of di
r-ectors for FNMA. Subject to the temporary
provisions of section B09(b) of the b1ll, the
FNMA board would consist of from nine to
fifteen members, one-third of whom would
be appointed by the Secretary and the re
mainder of whom would be elected by the
stockholders. The appointments and elec
tions would be for one-year terms oniy. The
secretary would be required to appoint, as
members of the board, one person from the
home building industry and one person from
the real estate industry.

Subsection (y). Would make the existing
general corporate powers set forth in section
309(a) applicable to both corporations.

Subsection (z). Would amend section 309
(c) so that GNMA would retain its tax ex
emptions. It would strike out the present
proVision requiring the payment of a Federal
income tax "equivalent" under the secondary
market operations and would make FNMA
subject to all Federal taxes. FNMA would be
exempt from other taxes, except for real
property taxes.

Subsection (aa). Would give the board of
directors of FNMA the power to appoint and
employ officers and employees without regard
to civn service laws, but each person who is
employed durlngthe transitional period and
is subject to the.civil I;ervice retlrf3II1ent law

Immediately prior to his employment would
continue to be SUbject to that law for so
long as his employment by FNMA continues
Without a break in continuity of service.
FNMA would pay into the Civil Service Re
tirement and Disabllity Fund the amount
determined by the Civil Service Commission
to be the amount required, in addition to
employee deductions, to cover the total costs
of the retirement system attributable to its
empioyees. In addition, FNMA would pay to
the Fund each year the amount estimated
by the CiVil Service Commission to be the
cost of adm1n1stration of the Fund attrib
utable to its empioyees. The maximum
amount of basic pay of any individual
counted for retirement purposes would be
the amount specified for Level I of the Ex
ecutive SchedUle (now $35,000).

Subsection (bb). Would amend section
309(e) so that its prohibition against use by
others of FNMA's name would apply as well
to GNMA. In addition it would repeal the
criminal sanctions for violations and sub
stitute in lleu thereof civil penaities.

Subsection (cc). Would amend section
309(g) so that the authority to use the Fed
eral Reserve banks as depositarIes, cus
todians, and fiscal agents would apply to
both corporations. It would also reword the
provision to remove any question concerning
the authority of Federal Reserve banks to
serve these corporations while they are act
Ing In a fiduciary capacity. It would also
confirm the authority of both corporations to
receive deposit paymente and act as a deposi
tary for others.

Subsection (dd). Would provide regulatory
authority over FNMA to the Secretary of
HUD, to make rules and regUlations to insure
that the purposes of the FNMA Charter Act
are accomplished and to require that a rea
sonable portion of FNMA's mortgage pur
chases be related to housing for low and
moderate income familles (but with reason
able economic return to the corporation).
No stock or obllgatlons couid be issued with
out the Secretary's approval, and the Secre
tary could examine and audit FNMA's books
and financial transactions and require re
ports on Its activities.

Subsection (ee). Would amend section 311
so that the provisions therein making the
obligations of the Association lawful in
vestments would appiy to the obligations of
both corporations. It would also exempt all
stocks, obligations, securities. and other in
struments issued by both corporations from
regUlation by the Securities and Exchange
Commission, but would require that such
Issuances be made only with the approval of
the Secretary of HUD.

Participations
Section 803. Would permit GNMA, as a

trustee under trusts created for sales of par
ticipation certificates, to issue such certifi
cates for refinancing purposes without re
gard to the requirement of appropriation
Act authority, thereby permitting increased
fiexib1l1ty in management of the trusts. Un
der the amendment, any appropriation for
Insufficiencies accompanying the original
authorization would appiy as well to any
rollover sale as to the original sale.

M ortgage- backed securities
Section 804. Wouid amend section 304 of

the FNMA Charter Act to allow FNMA to
issue and sell securities backed by a set-aside
portion of its portfolio of mortgages. It
would also amend section 306 of the Fm1A
Charter Act to allow GNMA to guarantee the
payment of principal and Interest on any
such securities issued by FNMA. GN},1A could
also guarantee simllar securities issued by
other private Issuers approved by it for this
purpose, so long as the securities are backed
by mortgages or loans guaranteed or insured
by FHA or the Veterans' Administration, or
by the Farmers' Home Administration under
title V of the Rousing Act of 1949, and set

aside or subjected to a trust in a manner
similar to that estabiished by FNMA under
section 304. GNMA would be authorized to
collect a reasonable guaranty fee and other
charges. In the event of the necessity of any
payment under the guaranty, GNMA would
become SUbrogated to the rights satisfied by
the payment.
Subordinated and convertible obligations

Section 805. Would amend section 304 of
the FNMA Charter Act to allow FNMA to is
sue obllgations which are subordinated in
any manner set forth therein and could also
be convertible into common stock as set
forth therein. The total amount of such
subordinated obligations outstanding at any
one time could not exceed twice the capital
and surplUS of FNMA, and the amount out
standing at anyone time could be consid
ered to be a part of the capital of the
corporation for determ1n1ng the total
amount of secondary market operations gen
eral obligations which could be outstanding
at anyone time.

Amendments to other laws
Section 806. Would make numerous

changes in other laws necessitated by the
separation of functions as set forth in sec
tion 802 of the b11l.

Effective date
Section 807. Would make the amendments

in this title effective from and after a date
to be determined by the Secretary of HUD.
but within 120 days after enactment of the
bill.

Savings provisions
Section 808. Would preserve causes of ac

tion and legal proceedings eXisting or insti
tuted by or against FNMA prior to the
effective date of these amendments so that
they will not abate.

Transitional provisions
Section 809. Would make certain transi

tional provisions regarding the capital stock
of FNMA and would proVide for the board of
directors during a transitional periOd, Which
would end at such time as one-third of the
common stock is owned by persons or insti
tutions In the mortgage lending, home
bUilding, real estate or related businesses,
but not sooner than May I, 1970, nor later
than May I, 1973. During this period, the
board would consist Of 9 members. The Sec
retary of HUD would appoint all members for
the first year. For the second year, he would
appoint 7 members, and the stockholders
would elect 2. For the remainder of the pe
riod, he would appoint 5 members, and the
stockholders wouid elect 4. It would also
provide that FNMA would be considered to be
a Wholly owned corporation for the purposes
of the Government Corporation Control Act
until the last share of preferred stock is re
tired. It would also provide that the officers
and employees of the present FNMA J.m.me
diately prior to the effective date shall be
come officers and employees of GNMA on that
date, that FNMA and GNMA shall proVide for
the conditions and methods whereby FNMA
could hire GNMA's employees, that the two
corporations may provide by contract for the
operation by either of such corporations of
any of the functions of the other, and that
the Secretary of HUD shall make every rea
sonable effort to place those GNMA employ
ees who are neither employed by FNMA nor
retained by GNMA.

TITLE IX-NATIONAL HOUSING PARTNERSHIPS

Statement 0/ purpose
Section 901. Would state that the volume.

of housing being produced for families of low
or moderate income must be increased, and
that. there should be created one or more.
private organizations to encourage maximum.
particIpation by private investors in pro
grams and projects to provide low'and mod
erate income housing.
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Creation 0/ corporations

Section 902. Would authorize the creation
of private corporations for profit. which wlll
not be government agencies, organized under
this title and the District of Columbia Busi
ness Corporation Act. One such corporation
is to be created initially (called the "Cor
poration") • With the President authorized to
cause the creation of additional corPOrations
(and additional partnerships described under
section 907) When he determines it to be in
the national interest. This section makes it
clear that others may create organizations
for the purposes set forth in this title for
nationai partnerships.

Process 0/ organization
Section 903. Would authorize the Presi

dent to appoint incorporators, by and with
the advice and consent of the Senate, who
shall take any actions necessary to· estab
lish the Corporation. The incorporators
would serve as the initial board of directors
and would arrange for the initial offering of
shares of stock in the Corporation and of
interests in the national partnership to be
formed pursuant to this title.

Directors
Section 904. Would provide that the Cor

poration shall have a fifteen member Board
of Directors, twelve to be elected by the
stockholders. and three to be appointed for
three-year terms by the President by and
with the advice and consent of the Senate.
Of the first three directors appointed by the
President. one would be appointed to serve
a term of one year, the second to serve a
term of two years, and the third a full three
year term.

Financing the Corporation
Section 905. Would authorize the Corpo

ration to issue the number of shares speci
fied in its articles of incorporation, Which
may be divided into one or more classes, have
par value or be without par value. and have
the preferences, voting powers, rights and
limitations specified in the articles of incor
poration.

Purposes and powers 0/ the Corporation
Section 906. Would authorize the Corpora

tion to engage in activities appropriate to
the provision of housing and related facili
ties primarily for famllies and individuals
of low or moderate income. with or without
the use of Federal programs. These would in
clude the building, rehabilitation. purchase.
leasing, ownership, and management of
housing and related facllities. and the provi
sion of funds in connection with such un
dertakings by the Corporation. The Corpo
ration would also be authorized to enter into
all forms of partnerships and assoCiations,
act as general partner in SUCh partnerships
and associations, conduct research and study
projects in the housing field. provide tech
nical assistance to other organizations with
respect to the provision of low and mOder
ate income housing, and provide financial
assistance to other organizations in connec
tion with the Corporation's low and moder
ate income housing activities.

National housing partnership
Section 907. WoUld authorize the Corpora

tion to form. as a separate organization, a
limited partnership (called the "Partner
ship") under the District of Columbia Uni
form Limited Partnership Act. in Which the
Corporation would be the general partner
and each of the stockholders of the Corpora
tion and others would be permitted to become
limited partners. The capital of the Partner
ship and the contributions of the partners
woUld be specified in the Partnership Agree~

ment. The Partnership wouid be authorized
to engage in the same activities as those au
thorized for the Corporation. and would en
ter into partnerships. limited partnerships.
and joint ventures organized under State or
local law for the purpose of engaging in low

and moderate income housing undertakings
in particUlar localities. Its participation in
such undertakings woUld be designed to en
courage participation by local interests. and
the Partnership's investment could not ex
ceed 25 percent of the aggregate initial equity
investment for the project. except where the
balance required is not readily obtainable
from investors in the local community.

This section states that the Partnership
shall be deemed to have the legal status
of a limited partnership. notWithstanding
any inconsistency between the provisions of
this title and the provisions of the District
of Columbia Uniform Limited Partnership
Act and the District of Columbia Uniform
Partnership Act, or of any other law. It also
prOVides that a corporation which is one of
the limited partners of the Partnership shall
not become liable as a general partner by
reason of the fact that it holds the Cor
poration's voting shares, not over 5 percent,
or that an officer or director of such cOrPOra
tion is a director of the Corporation. Nor will
the interests of a limited partner in the Part
nership be treated as a stock interest in
the Corporation. even though such inter
est may be proportionate to his stock interest
in the Corporation.

Report to Congress and records
Section 908. Would require the Corpora

tion to submit annual reports to the Presi
dent for transmittal to the congress and to
have its accounts audited annually.

Antitrust laws
Section 909. Would make it clear that the

activities of the Corporation, the Partnership,
and of the persons participating in partner
ships and ventures with them shall be sub
ject to the Federal antitrust laws.

Right to repeal, alter or amend
Section 910. Would reserve the right to re

peal, alter, or amend this title.
Amendment to banking laws

Section 911. Would amend section 24 of the
National Bank Act so as to permit national
banks to invest in the Corporation and in a
partnership, limited partnership, or joint
venture formed pursuant to this title.

TITLE X-RURAL HOUSING

Housing lor low and moderate income
persons and families

Section 1001. Would amend Title V of the
Housing Act of 1949 by adding a new section
521 authorizing direct and insured loans. in
rural areas (places not exceeding 5,500 popu
lation) to low and moderate income persons
and families and to provide rental or co
operative housing for :::ch persons and fami
lies. where assistance is not available under
sections 235 and 236 of the National Hous
ing Act (added by sections 101 and 201 of
the bill). Interest will be at a rate which will
be set by the Secretary of AgriCUlture after
considering the cost of money to the Treas
ury and the payment abllity of the appli
cants. The interest rate may not in any event
be less than 1 percent per annum. An interest
supplement necessary to market the insured
ioans will be paid from, and reimbursed by
annual appropriations to, the Rural Housing
Insurance Fund. Eliglblllty for these loans
will be broadened to include persons not pre
viously residing in rural areas. This provi
sion regarding nonrural residents will be ad
ministered so as to restrict It to perwns of
low or moderate income who are employed
in rurai areas.

Housing for rural trainees
Section 1002. Would authorize financial

and technicai assistance to provide, In rural
areas, housing and related facilities for rural
trainees (and their families) enrolled in fed
erally assisted training courses to improve
their employment capability. The Secretary
of Agriculture could use this authority only
after he determined that such housing and
faclllties could not be reasonably provided

in any other way. The Secretary would be
required to first consult with the Secretaries
of Labor, HEW, and HUD and the Director
of the Office of Economic· Opportunity be-·
fore providing this assistance. Training and
housing sites would be selected only after
consideration of a labor area survey and full
coordination among all Federal, State, and
local government agencies administering re
lated programs. Related facilities would in
clUde, in addition to other service facilities,
rooms and buildings for training purposes.
Advances for land purchase would be repay
able within periOds not longer than 33 years
and will bear interest. Other advances would
be nonrepayable, or repayable with or with
out interest, depending on the applicant's
payment abl1lty, from project net income
and any other available sources. Any interest
charged on advances will be at a rate pre
scribed by the Secretary of AgriCUlture after
considering the cost of money to the Treas
ury and the payment abllity of the appli
cants. In no event would the rate be less
than 1 percent per annum.

Appropriations
Section 1003. Since necessary authority un

der sections 235 and 236 of the National
Housing Act (added by sections 101 and 201
of the bill) will be assigned to the Secretary
of AgriCUlture as he and the Secretary of
HUD agree, this section would authorize ap
propriations to the Secretary of Agriculture
for the cost of such administration.

Purchase 0/ land lor building sites
Section 1004. Would broaden the eligible

purposes of domestic farm labor housing
loans to include the purchase of necessary
land for building sites.

TITLE XI-MISOELLANEOUS

Model cities
Section 1101. WOUld amend section 11l(b)

of the Demonstration Cities and Metropolitan
Development Act of 1966 to increase the
funds authorized to be appropriated for
supplemental grants and for other purposes
by $1.000,000,000 for each of the fiscal years
1970 and 1971. WOUld also provide that any
amounts authoriZed in any fiscal year but
not appropriated may be appropriated for
any succeeding fiscal year commencing prior
to July I, 1971.
Urban renewal demonstration grant program

Section 1102. Would amend section 314 of
the Housing Act of 1954 to permit grants
for developing, testing, and reporting meth
ods and techniques. and carrying out demon
strations and other activities, for the pre
vention and the elimination of slums and
urban blight to be made to anyone. not just
to public bodies. The amount of the grant
coUld cover up to the full cost of the under
taking. instead of the present limitation to
two-thirds of the cost of the demonstration
plus the full cost of writing and publishing
the report. The amount of funds available
to the program would be increased from $10
million to $20 million:
Authorization lor urban in/ormation and.

technical assistance services program
Section 1103. Would amend section 906 of

the Demonstration Cities and Metropolitan
Development Act of 1966 to authorizeap
propriatlon of such funds as are necessary
to carry out the ptll'poses of title IX of the
1966 Act. Would also provide that once funds
are appropriated they shall remain available
until expended.

Advances in technology in housing and
urban development

Section 1104. Would amend section 1010 of
the Demonstration. Cities and Metropolitan
Development Act of 1966 ·to authorize the
appropriation of such amounts as may be
necessary commencing with fiscal year 1969,
and woUld also permit research contracts to
be entered into for periods of up to four
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years, instead of the present authorized two
year period.

Interest rate on college housing loans
Section 1105. Would amend sections 401 (c)

and 401(e) of the Housing Act of 1950 to (1)
establish a new lending rate for college hous
ing loans based on the current average mar
ket yield for obligations of thf:United States
with remaining periods to ",.mturity com
parable to the average matu{~tles of college
housing loans, less such a rate, not to ex
ceed 1 per cent per annum, as the Secretary
of HUD may determine, and (2) establlsh a
new rate of interest on the funds for the pro
gram borrowed from the Treasury based on
the same determination as the lending rate
Without any optional decrease.

Federal-State training programs
Section 1106. Would amend sections 801

and 802 of title VIII of the Housing Act of
1964 to expand the program to permit grants
to States for the training of SUbprofessional
(as well as professional persons) who wUl
be employed by nonprofit organizations (as
well as public organizations) in the field of
housing and community development.

Section 805 of such Act would also be
amended to make Guam, American Samoa,
and the Trust Territory of the Pacific Islands
eligible for grants under the program.

Additional Assistant Secretary of HUD
Section 1107. Would amend the first sen

tence of section 4(a) of the Department of
Housing and Urban Development Act and
paragraph (87) of section 5315 of titie 5.
United States Code, to increase the number
of Assistant secretaries for the Department
from four to five.

International housing
Section 1108. Would rewrite section 604

of the Housing Act of 1957 to clarify author
ity of HUD to (1) exchange data on housing
and urban development with foreign coun
tries; (2) employ private citizens to partici
pate in intergovernmental and international
meetings sponsored or attended by HUD;
and (3) accept funds and other donations
from international organizations, foreign
countries, and private foundations in con
nection with activities carried on Jointly
under international housing programs, there
by permitting ,a sharing of costs.
Low-rent public housing-Corporate status

Section 1109. Repeals obsolete provisions
of the United States Housing Act of 1937 to
permit the retirement of the $1,000,000 cap
ital stock of the U.S. Housing Authority and
the return of the $1,000,000 to the Treasury.
Also would amend section 101 of the Gov
ernment Corporation Control Act to delete
reference to the Federal PubUc Housing Au
thority.

Eligibility jor rent supplement payments
Section 1110. Would extend eUgib1l1ty to

participate in the rent supplement program
under section 101 of the Housing and Urban
Development Act of 1965, to two projects in
New York City Which were approved for mort
gage insurance shortly prior to August 10,
1965 (and therefore presently ineligible for
rent supplement assistance), but, in con
nection with Which, on an experimental basis,
rent supplement assistance was provided for
a temporary period through a joint effort of
the Office of Economic Opportunity. the New
York City Rent and Rehab1l1tation Admin
istration, and Hun.
Consolidatioll 0/. low-rent public housing

projects in the District 0/ qolumbia
Section 1111. Would allow the National

Capital Housing Authority in Washingtou,
D.C. to consolidate, pursuant to section 15(6)
of the United States Housing Act of 1937,
into its annual contributions contract for its
8,423 units of low-rent !:lousing under title
II of the District of Columbia Alley Dwelling
Act the operating income and operating ex-

pense accounts for its 72 units of low-rent
housing under title I of such Act. Title I gov
erns housing prOVided prior to enactment of
the United States Housing Act of 1937,
whereas title II governs housing originally
provided with aid under the 1937 Act.

Earthquake study
Section 1112. Would amend section 5 of

the Southeast Hurricane Disaster ReUef Act
of 1965 by extending the date the Secretary
of HUD is required to report his findings and
recommendations on earthquake insurance
from October 31. 1968 to June 30, 1969.

Technical amendments
Section 1113. Subsection (a) would amend

section 110(c) of the Housing Act of 1949 to
make it clear that urban renewal project
funds can be used for "the restoration of
acqUired properties of historical or architec
tural value."

Subsection (b) would amend section 110
(d) of the Housing Act of 1949 to make it
clear that grant-in-aid credit can be given
for expenditures by a pubUc body for the
construction of foundations and platforms
on air rights sites in urban renewal projects
to the same extent that such work could now
be done with project funds.

Subsection (c) would amend section 110(e)
of the Housing Act of 1949 to make it clear
that the restoration of historic properties
can be carried out as an urban renewal proj
ect cost for those projects approved for three
fourths Federal grant assistance on a limited
project cost basis.

Subsection (d) would amend section 1101
(c) (3) of the National Housing Act to permit
amortization of the mortgage term under the
medical group practice fac1l1ties program to
commence after comple,tion of construction
of the facl11ty rather than at the time the
mortgage Is executed.

Subsection (e) would amend section 213(a)
of the National Housing Act to clarify the
authority of the secretary to invest all
moneys, not currently needed for the opera
tion of the cooperative management housing
insurance fund, in Government bonds or ob
ligations, or in the purchase on the open
market of debentures which are the obliga
tion of the fund.

Subsection (f) would amend section 810(e)
of the National Housing Act to permit an
individual, who is approved by the Secretary,
to be a mortgagor und£r the FHA section 810
housing program for m1l1tary personnel or
employees or personnel of NASA or AEC
research or development installations.

RENT SUPPLEMENTS

Mr. MONDALE. Mr. President, for
more than three decades the Nation has
worked to solve the problem of building
decent housing for low-income families.
In all this time, we have sought the maxi
mum participation of private industry
in meeting these objectives. But the eco
nomics of housing production put the
low-income market out of the reach of
private enterprise.

The U.S. Housing Act of 1937 gave us
the public housing program, and it has
done a very creditable job over the years.
Thousands of low-income families have
a sound housing and a decent environ
ment in which to raise their children
because of the low-rent program.

"In spite of substantial progress under
this program, many knowledgeable per
sons felt that we couId do more to house
poor families if we could bring the re
sources and talents of the private sector
more to bear on the problem. In 1965, we
cleared the way for greater private in
volvement in the low-income market
with enactment of the rent supplement
program.

Private sponsors develop the housing.
Private builders construct the housing,
and private owners select the tenants and
manage the housing.

The families served are truly of low
income-those who meet local public
housing requirements. They pay one
fourth of monthly income toward the
economic rent and the difference is made
up by the rent supplement payment from
the Federal Housing Administration
directly to the private owner.

If family income increases, the supple
ment decreases and it is possible for a
family to improve its income so that it
pays all the rent and the supplement
ceases. But the family does not have to
move out of a decent home as it would if
it were over income for public housing.

In the first year that the program was
funded. all $32 million in contract au
thority was exhausted. The current $10
million in funds has virtually been ex
pended. Many additional project pro
posals have already been received in
FHA.

Altogether, some 42,000 units of rent
supplement housing are in various stages
of planning, construction, or manage
ment.

President Johnson has asked for $65
million in contract authority for this
program for fiscal 1969. This will pro
duce some 72,500 additional units.

This program is desperately needed. I
urge my colleagues to join me in sup
porting full funding of the rent supple
ment program.

S. 3031: INTRODUCTION OF BILL
ENTITLED "THE ENVIRONMENTAL
QUALITY PRESERVATION ACT OF
1968"
Mr. NELSON. Mr. President, increas

ingly of late, more and more people have
been sounding the alarm about the grave
threats to our environment posed by a
vast tide of air and water pollution, by
our urban sprawl and by the products
and byproducts of our rapidly burgeon
ing technology.

There is no question that the quality
of our environment is deteriorating rap
idly and that the health and welfare of
our citizens is imminently threatened.
The degradation of our air and water
has reached alarming proportions. The
air in many of our major cities is not
safe to breathe and the water in many of
our lakes and streams is not safe even
for partial body contact.

Our Government has a vital stake in
restoring the quality of our environment.
In order that it may better meet its re
sponsibilities, I am introducing today a
bill-the Environmental Quality Preser
vation Act of 1968-which will serve to
coordinate and expand the State, local,
and Federal governments' role in meet
ing the environmental Clisis.

Title I of the bill would create a Coun,.
cil on Environmental Quality in the Ex
ecutive Office of the President to oversee
the programs of the Federal, State, and
local governments to determine to what
extent these activities are contributing to
the achievement of environmental qual
ity and to gather, analyze, and interpret
conditions and trends in environmental
quality.


