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the Nation commending him for his outstandingl3ervice to journalism over 52
years, and as the distinguished founder
and publisher of the Anderson Independent for 47 years.
There was published in the Anderson
Independent an excellent letter from the
eminent clergyman, Dr. Norman Vincent
Peale, saluting Wilton Hall. It is a welldeserved tribute for many years of faithful service to !vIr. Hall's state and
Nation.
I ask >unanimous consent that the
letter be printed in the RECORD.
There being no objection, the letter
was ordered to be printed in the RECORD,
as follows:
DR. PEALE

SAYS

HALL HAs

MADE

:FINE CONTRmUTIoN

MR. EDITOR: As one who has worked for a
number of years in cooperation with Mr.
Wilton E. Hall and The Anderson Independent and Daily Mail. I was sorry to hear that
Mr. HaU has sold these newspapers for health
reasons.
This is a matter of great regret to me. as
I have always felt that Mr. Hall was one of
the most creative and dynamic newspaper
publishers in our country. He is a man of
extraordinarily high ideals and vision for the
community and for our nation, and he has
made a magnificent contribution to our
society.
I hold Mr. Hall in affectionate regard as
a friend, and it has been my pleasure over
many years to have my messages publ1shed
through his newspapers and carried over his
radio stations. I am very grateful for the
opportunity that he has given me to reach
the people of your area with a message of
faith and hope. These broadcasts WiU be
continued on his stations (WAIM-TV and
radio); also we will continue to be with you
each week in the Sunday Independent.
Please extend my very best wishes to Mr.
Hall and. tell him that I pray that the Lord
wlU continue to give him health and strength
to catTy on his great witness in ways other
than through the publ1shlng business.
We all wish for Mr. HaU improved health
and all of God's blessings in the days that
lle ahead.
. Cordially yours,
NORl\IAN VINCENT PEALE.

NEW YORK. Febrllary 17, 1972.

NATIONAL HOUSING CONFERENCE
ACCORDS AND RESOLUTIONS
Mr. MONDALE. Mr. President, for
over 40 years the National Housing Conference has been a major force representing the. public interest in the advancement' of decent housing for all people and in the revitalization of our cities
and rural areas. For many y.ears I have
worked with the leaders and members of
the conference on housing and communitydeveloplIlent legislation. Their assistance has been invaluable.
This year I had the privilege of addressing the 41st annual meeting of the
National Housing Conference. It is always a pleasure to speak before a group
that is so weUinformed and so dedicated
to the elimination of substandard housing.
One of the major accomplishments of
the annual meeting was the adoption of
the National Housing Conference resolutions.I know from personal experience the value of these resolutions and
that . is . why· I am asking that they be
printed in the CONGRESSIONAL RECORD.

The resolutions provide an excellent
summary of existing housing and urban
development programs, current funding
levels and recommendations for changing and improving the programs. These
recommendations have often inspired
and contributed to the development of
major new programs. This year is no exception. Many of NHC's resolutions
have been incorporated into the Housing
and Urban Development Act of 1972,
which passed the Senate on March
2, 1972.
I also want to call attention to the
recognition paid to the distinguished
senior Senator from Louisiana (Mr. ELLENDER) by the National Housing Conference at its 41st annual banquet held
here in Washington on March 6, 1972.
NBC also recognized the many accomplishments of the chairman of the Housing Subcommittee of the House of Representatives Banking and Currency
Committee at this banquet. These two
fine legislators certainly deserved this
honor for their many contributions in
the area of housing and urban development legislation.
I ask unanimous consent that these
accords be printed in the RECORD preceding the National Housing Conference
resolutions.
There being no objection, the material
was ordered to be printed in the RECORD,
as follows:
THE 1972 NATIONAL HOUSING CONFERENCE
RESOLUTIONS ADOPTED BY THE MEMBERSHIP
OF THE NATIONAL HOUSING CoNFERENCE AT
ITS ANNUAL MEETING. MARCH 5, 1972,
WASHINGTON, D.C.

Nathaniel S. Keith, President.
David L. Krooth, Chalrman, Legislative
Policy and Resolutions Committee.
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funds for Farm Labor Housing Grants which
II. Recommendations.
Chapter II. Programs and Po11cles for Gen- are available from previous year's C'Hrryover.
2. Even though the Administration has reeral Appllcation to Housing.
cently released much of the f"nnds originallY
1. Equal Opportunity for Housing.
impounded (except those listed above), the
2. Relocation.
3. Uniform System for Computation of In- Initial BUdget actions taken In freeZing or
cutting HUD funds for various programs
comes by BUD.
4. Rehabilitation in Slum Areas not In- demonstrate the need to grant a higher priority In the allocation of national resources
tended as Containment Program.
5. Adequacy of Housing and Neighborhood to the solution of the problem of housing
and community development. In view of the
for Low and Moderate Income Families.
6. Uniform System of Tax Exemption and current critical housing needs and the financial crises In the cities, NHC urges action by
Tax Abatement.
7. Disposition of Federally-Owned Housing the Congress and the Administration to assure that the full amount of funds authorized
Projects.
8. Acceptance and Accumulation of App11- by legislation or appropriations will be released promptly and spent for housing and
cations for Programs.
9. Construction Work .and Employment In community development programs. Therefore. NHC supports pending Congressional
Ghetto Areas.
proposals which would require the President
10. SUrety Bond Guarantees.
11. Support for International programs for to spend appropriated funds for housing and
urban renewal.
Housing.
12. Appropriation Authorizations.
Housing program to meet all needs ana
13. Workable Program and Local Approval.
achieve economic integration
14. Recommended Change In Budget Con3.
NHC
reaffirms its support for a uniform
cepts Concerning Mortgage Purchases.
15. Availability of Land and Support of and flexible housing assistance formula to
serve
all
famllles
who cannot afford the cost
S.609.
of housing on the private market. NHC be16. Increases in Housing Costs.
lieves that such a consolidated program for
17. Insurance for Ghetto Areas.
assisted housing Is necessary: to eHmlnate
18. Private Investment In Lower Income the
gaps In coverage created by the separate
Housing.
Income limits. construction and design
19. Reduction of MontWy Mortgage Pay- standards,
Income definitions. and rent rements.
quirements; to reduce the administrative
20. Housing for Indians.
workload and encourage wide partl<'!pation
21. Payment of Prevailing Wages.
22. StUdy of New Type of Mortgage Secu- of housing sponsors and developers; and to
promote a polley of economic Integration In
rity to Attract Investments.
Chapter JJ. Need for Effective Institutions, assisted housing which 71111 eliminate the
Administration and Federal-Local Relations. segregation of low Income famllles In housIng for the poor.
Tribute.
4. The housing assistance program sho\.ud
SUMMARY
OF
MA.10R
POLICIES
AND
PRObe based on a variable subsidy formula which
GRAMS RECOMMENDED IN RESOLUTIONS OF
would cover the total deficits representing
NATIONAL HOUSING CONFERENCE
the difference between (I) full operating
We present the following summary of some costs and debt service and (II) the abllltyof the major pollcies and programs which we to-pay of each famtly living In the housing
recommend. These recommendations are cov- up to the maximum established charge.
ered In greater detail In this report as rec5. There should be a uniform definition of
ommendations under the appropriate chapter Income with deductions of the types previheadings listed In the Index.
ously allowable, along with a reasonable ratio
Full funding and use Of all authorizations between income and required housing paynlents.
1. We urge the Administration to request
6. As a matter of principle, NRC recomappropriations for housing and related urban
development programs for the Federal Fiscal mends that there be no Income limits for
Year 1973 beginning July I, 1972 which wlll admission to assisted hous~ng. NHC believes
meet the demonstrated needs and backlog that the most desirable and workable crirequirements of communities and the peo- teria for the determination of Income ellglple. Such request should call for full fund- blllty for such federal housing assistance Is
ing and use of all authorizations. and should the ablllty of a famtly In a local area to pay
provide for sutllclent HUD staff and admin- the total cost of well-designed-but not
istrative services. To this end, we call upon luxurious-housing developed in that area,
the Administration to release immediately under an appropriate Income definition and
the following funds already made available a reasonable ratio between Income and reby Congress but continued to be impounded: quired housing payments. A family should
A. Release of $130 mllllon for Publlc Hous- receive housing assistance to the extent tha.t
it callilOt afford the full cost of such housing.
ing Development for some 80,000 units.
7. If the Congress decides that It Is necesB. Release of the balance of $370,000,000
of the $500,000,000 appropriated for Water sary to include an income limit on legislaand Sewer Facilities Grants. Only $130,000,- tive authorizations and funding for sub000 has been released to date. (Table 8 of sidies to assist housing, we recommend the
following program relating to Income 11mIts
BUD Budget Summary.)
C. Release of balance of $40 m1ll1on of the (Instead of the one described In the preced$90,000,000 made available for the Rehablll- ing paragraph). The following program also
tatlon Loan Fund. Only $50,000,000 has been includes a subsidy formula which Is necesto achieve economic Integration and fill
released to date. (Table 2 of BUD Budget sa.ry
present gaps and areas of unmet need.
Summary.)
a. The Income 11mlt for 80% of the dwellD. Release of $5,000,000 for Special Plan- Ing units should be the median income In
ning and Assistance Grants. This Item Is stlll the area, with authority in the Secretary to
under discussion with the Office of Manage- exceed the median by the amount reqUired
ment and Budget.
In order to meet the housing needs of the
E. Release of $1,000,000 of Section 106(a) , locality based on its Income and cost factors.
Low and Moderate Income Sponsor Funds There would be no InC'ome limit for 20%
which is being withheld pending submission of the units in order to achieve economic
integration and enable housing developand approval of operating plans by OMB.
F. Release of $3.3 million for Section 237, ments to serve a cross-section of Income
Counseling Services which Is also being with- groups.
b. There wotud be a flexible subsidy forheld pending submission and approval of opmtua which would eliminate gaps In our
erating plans by OMB.
G. Release of $2.9 mlllion of Section 516 housing program and assure that there is
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sUfficient subsidy available to meet the housing needs of people at different Income levels.
In the terms of the ratio of income to housIng payment, we recommend that no family
be required to pay more than 25 % of his income for housing payment. SChedules would
be established by a sponsor or local housing
agency. but ratios of housing charges to Income In a project (or local program) should
average at least 20%. The amount of subsidy
would be the amount required to meet the
housing expenses remaining after the occupant made hiS housing payments. The
amount of subsidy allocated for an assisted
housing development should be based upon
making dwelllng units available to a crosssection of Income groups, as follows:
(I) Up to 20% for occupancy by fammes
or persons whose Incomes are much below
the maximum Income limits and who require
subsidies at or above the amounts which have
been available for rent supplements and pub11c housing. Based on their locally established payment of Income for housing, this
group would b" ellglble for a SUbsidy in the
amount required to meet the remaining
amount of housing expenses. To the extent
needed, this would cover the principal and
interest payments on the mortgages and a
part of the operating expenses.
(II) Up to 20% for occupancy by families
or persons who would not be subject to an
income limit. We propose to provide a subsidy incentive for such famllles to live In an
assisted housing development with famllles
of lower Incomes. For this group, there would
be a subsidy of 2%. At today's market Interest
rate, these people would pay an effective Interest rate of 5 % plus the Yo of 1 % FHA
premium. People In this group would make
the locally establlshed hOUSing payment up
to a "maximum establlshed~harge" which
would reflect the 2% subsidy.
(lU) The remainder for occupancy by families or persons who are at or below the
median or higher income limit established
by the Secretary and who require subsidies
In the form of Interest assistance. Based on
the locally established payment of Income
for housing. this group would be eligible for a
subsidy In the amount required to meet the
remaining amount of housing expenses. To
the extent needed, this could cover all of their
Interest and the FHA Insurance premium.
According to their varying needs. these peoplewould pay a monthly charge ranging from
0% Interest (With no FHA Insurance premium) up to the maximum established
charge which would reflect a 2% subsidy.
8. There wOlud be a periodic reexamination
of Income only for occupants who are paying
less than the maximum established charge.
If their income Increased, they would make
housing payments on the larger Income, but
not more than the maximum established
charge. With such a charge which reflects a
2% SUbsidy and an effective current interest rate of 5%. there would be an Incentive
for residents to remain in the housing community even though their incomes Increase.
As a matter of public policy, this Is Vitally
Important In order to achieve greater stablllty
in housing communities and to maintain
their economic Integration. If people feel
that they are permanent reslde!lts of a
housing development. they will take better
care of It.
9. By serving a broader segment of the
market through economic IntegTatlon. a
housing development w1ll be better able to
achieve racial Integration.
10. The past practice of committing maxImum subsidies has resulted in unused contract authority because the commitment was
based upon the maximum amount needed
for everyone. The Senate Committee recognized the undesirability of pursuing this
practice. Under our proposed program, the
commitment of contract authority would be
based en the estimated need based on serving a cross section of Income groups. There
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should be s. ns.t1ona1reserve ots. reasona~le
amount Of contract .authority for commltment to meet over-runs in su~sldles a~ove
the estimates. This reserve would be only a
fractlon Of the amount of unused authorlty
under the present system where all commitments antlc1pate a maXimum subsidy for
everyone.
11. EUgible sponsors should be broadened
to include local houslng authorities. regional
or sta.te agencies, in a.dditlon to those now
eligible; also local housing authoritles should
be permitted to act as mortgagees, as ls now
done by an lncreasing number of state agencies.
12. NHC supports the principles and objectives of the Administratlon's proposals for
simplification of the many federal housing
programs, but only H the leglslation lncludes
the recommendations for a new fiexlble formula for subsidies, better income-to-rent
ratlos, achievement of economic lntegration,
and all of the other amendments described
in these resolutions.
13. If there 15 new legls1atlon for the consolldation of housing programs and new formulas as to lncome llmits, subsldles, cost
llmits and other matters, we emphasize the
urgent need to continue operations and housIng production under the existing laws. DurIng the tooling-up period under the new legislation, and until the new programs become
fully elIective and operational, all existing
programs should continue so that there will
be no interruptlon ln HUD operations ln vlew
of the need for a higher level of operation
durlng the coming years.
14. We concur that the ldentlty of lowrent publiC housing and Sections 235 and
236 be malntalned (or thelr proposed substitutes in the Adminlstratlon's Consolidation and Simplification Act) ln accordance
with the objectlves established by Congress
In the previous major housing and urban
development acts, within the overall natlonal
housing goals established by those acts. We
also point out that the expanding production capacity for low and moderate lncome
housing-represented by local houslng authorities. private turnkey developers, private
developers of Section 235 and Beetion 236,
cooperative groups and nonprofit corporations-is geared to the availabllity of specific national funding for each of these programs.
15. NHC encourages programs of home
ownership. This lncludes cooperative ownershlp of multtfamlly housing whlch produces
better communities, slnce the control and
responslbU1ty rests wlth people who have a
stake and pride in their own housing development.
16. The program recommended In these
resolutions would make houslng available to
famUies of all lncomes. There would be no
gaps or areas of unmet needs ln our housing
programs. Each family whose income ls too
low to obtain decent houslng would recelve
the amount of asslstance it needs to get such
houslng. We must reach the unserved lncome
group below the level now ellglble for public
hous1ng or rent supplements. Likewise, we
must avoid a gap or area of unmet need
above the level now eligible for moderate
income private housing assisted wlth federal
lnterest subsidies or below-market lnterest
rates. To achieve these objectives we urge
the adoption of this program.
17. NHC recommends, ln view of the fact
that HUD has just recently activated an
experimental housing allowance program,
that no further expansion of this program
take place untll we have had experience with
this program and learn the results of the
experiment, particularly concerning any adverse impact on stimUlating new construction of housing to meet national goals.
Equal hOl/sing opportunity and freedom of
choice

18. We should provide an opportunity for
freedom of cholee in our housing programs.

The· cholce of. lnd1v14ual or .. cooperatlve
homeownershlp or rental houstng and the
cholce ot city. suburban, new town orcountry living must not be llmtted by race, color,
rellgion or natlonal Origin. With housing in
each development avaUable tor a cross-section of income groups and a broader market.
we can provlde freedom ot cholce to people
of all incomes to select Where they want to
live.
19. Communtty dtscrtminatlon against
subsidized housing shOUld be removed as it
Is a most serious constralnt on the avaUablUty of bullding sites tor low and moderate
income housing. We recommend legislation
which would prohibit States and local public
bodies from dlscriminatlng against housing
subsidized by the Federal Government,
whether through legislative or administrative action. The legislation should authorize
sults by interested parties, as well as the Attorney General, to enjoin such discrtminating action. The legislation should be
strengthened by providing for federal preemption of local zoning upon an appropriate
finding by the Secretary of HUD, so as to
require opponents rather than proponents to
Initiate legislation.
20. We disagree With the President's statement that government encouragement of
racial Integration In the suburbs Is not ln
the national lnterest. We beUeve such encouragement is In the natlonal interest. We
urge the Administration to take atJIrmative
action to assure the availabutty ot decent
housing for all americans, regardiess of race,
color, rellgion or national origin.
21. The Federal Government should be authorized to undertake housing developments
as a last resort where no other agency or developer is meeting the need in an area tor
low and moderate lncome housing.
22. In addition to NBC's strong opposition to community discrimination against
housing for minority groups and low Income citizens, NBC opposes community discrimination against all multifamily housIng. No community should be allowed to
exclude multtfamily housing. As land and
resources grow more scarce, multltamlly
housing, whether subsidized or unsubsldlzed,
makes the most etJIcient use of our llmlted
land and resources for hous1ng. Current
studies Indicate that even among fam111es
who do not need subsidies, many preter to
live in large planned developments of townhouses which offer amenities and services
that would otherwise be beyond their reach.
23. NHC endorses in principle the bill introduced by Senator RiblcolI which would
require that any new lndustry moving into
suburban communities must first show that
adequate housing and equal opportunities
exist In that new community before approval
of such move is given.
Oommunity development program

2<1. NHC supports S. 2333, the Community
Development Assistance Act of 1971, as introduced by Senator Sparkman. This plan
would consolldate five categorical grant programs Into one block grant. In addltlon. It
would require a declaration of goals and a
performance report. There would be continuity of financing and funds.
25. In the Community Development Assistance proposal, prior declaration of. the
community development gcals is required.
Likewise, a specific acknowledgment of how
Federal funds are to be spent and a yearly
performance statement as a prerequisite for
the grant are required.
26. The Community Development Assistance Act would provide for a $8.8 b\l1ion
three year program starting July 1. 1971
while the Adminlstration's Special Revem.le
Sharing Plan proposes an initial $2.1 billion program starting January I, 1972. There
would be a limitation in spending in the
Sparkman supplemental bill of $2.5 billion
the first year. $2.9 billion the second year
and $3.4 b\l1ion the third year.
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Urban growth and;:new:.communities·

. 27: NHc urges the fulll1tUlZatlon otthe
Urban Growth arid·NeWCommunltles Development Act (Tltle vn ot the . Housing
and UrbanDevelopment Act of 1970) to help
take care of the lncreased Urban population.
relieve city congestion and prOVide bUilding sites at reasonable prices. There is an
urgent need for new communities which are
carefully planned with housing. shopping,
Industry, transportation, schools, hospitals,
open spaces,recreatlonal and cultural tacillt1es. Adequate federal grants should be
authorized and made avallable to public and
nonprofit agenc1es to assist all necessary new
communtty projects and programs. Such
tederal grants should be made for water and
sewer facillties; waste disposal; hospitals
and health centers and services; mass transportation; airport development; open space,
parks and beautification; recreational and
cultural fac1l1ties; libraries; public bUildings
and pubUc works; neighborhood facllltles;
environmental protection; planning; technologlcal advances; and other essential pUbllc services and facilities.
28. Federal grants shOUld be made to muniCipalities, public and nonprofit agencies to
cover impact costs of prOViding educational,
health and other services which result from
the location of housing developments in an
area. The Federal grant should cover the
additional costs lnvolved which cannot be
met from collections of full taxes or their
equivalents on the project. We recommend
payment of full taxes or thelr eqUivalents on
pUblic and other assisted housing.
General revenue sharing

29. NHC recommends against any use of
the new General Revenue Sharing Plan to
reduce Federal grant funds whlch are urgently needed-and should be increasedfor exlsting programs Including: urban renewal; model cities; mass transportation;
water and sewer facilities; new communities;
neighborhood facilities; open space, urban
parks. and urban beautification; health; education; training; or other vital needs. In
short. the General Revenue Sharing Plan
should represent additional funds and there
should be necessary increases and full fundIng for all existing Federal grant programs to
meet housing and urban needs.
30. NBC favors the President's proposal
:C01' a $5 billion Initial appropriation for the
General Revenue Sharing Plan In order to
meet the urgent needs of States and cities,
many of which are facing financial crises. As
to lncreases above $5 billion In later years
fot General Revenue Sharing. NHC recommends a formula ln dlstr'buting these additional funds which would encourage and reward states and local governments that meet
the national objective of providing housing
for the low and moderate Income groups.
Special revenue sharing and support of the
Oommunity Development Assistance Act of
1971-8.2333

31. NBC opposes the Special Revenue Sharing proposal In that It does not require adequate control of Federal distribution of funds
to local communities in order to promote national programs and objectives. In contrast,
these incentives and objectiVes are assured
under S. 2333 introd-.lCed by Senator Sparkman, on which hearings have been concluded
by the Senate Banking and Currency Committee.
32. S. 2333 requires that the application for
Federal assistance in.::lude a summary plan
for community development outlining major
goals and particular objectives. Moreover,
that Bill requires an accounting of how the
Federal funds are spent and a yearly performance statement, all of Which will assure
accomplishment of the national goals and
programs covered by the Community Development As~istance Act. The authorizations
in S. 2333 are more adequate than the
amounts proposed unc1er the Administra-
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tion's bill. Also, S. 2333 contains a better
yardstick to measure the Federal Gm'ernment's assistance to comrininity development
and requires a community program to meet
housing needs of low and moderate income
families.
.
33. NHCbel1eves that Federal grants should
provide incentives to promote national programs and objectives relating to housing and
community development. The adoption of
the model cities program by almost 150 cities
was largely attributable to the Federal program of planning grants and supplemental
grants for model cities. LIkewlse,the participation of over 1200 cities in the urban
renewal program is largely attributable to
the Federal program of planning grants and
program grants for urba.n renewal.
METROPOLITAN HOUSING AUTHORITIES

34. Three Panels comprised of members of

the Housing Subcommittee of the House
Banking and Currency Committee, proposed
in H.R. 9688 a far reaching blll Which would
provide for state and metropolltan housing
agencies, community development block
grants and improvement of existing programs.
In addition, the blll would require more emphasis on management, tenant relations,
broader housing allowance tests, aid to state
and metropolitan development agencies and
an urban development bank.
35. Title V of H.R. 9688 provides housing
block grants to state and metropolitan housIng agencies and embodies far reaching proposals dooigned to stimUlate the establishment of such agencies and to restructure the
entire system of allocating Federal subsidies
to assist In the development of private and
public housing for low and moderate Income
famllles and individuals.
36. The National Housing Conference has
long supported the principle of more effective
state and metropolltan housing programs.
We have supported this principle as a major
means of rellevlng the pressures on central
cities, lessening the segregation of low-Income households predominantly In the deteriorated or bllghted sections of central cities,
stimulating the development of housing for
low and moderate Income famil1es nearer to
new employment centers and achieving greater economic integration In SUburban housing
development.
37. We have, however, serious concerns as
to the basic allocation machinery proposed
In Title V and particularly as to its Impact
on the momentum finally achieved in the
production of housing for low and moderate
Income families under estabIlshed programs
and the evident need for continuing expansion in such production to meet critical
shortages. We are concerned with the time
factors involved in establishing and perfectIng complex new machinery in States and
metropol1tan areas to make decisions as to
the housing needs for low and modera.te income faro1Iies In each locality, to determine
the types and general locations of housing
to be assisted and the income groups to be
served. In addition, NHC shares the view of
the National League of Cities and the U.S.
Conference of Mayors that the allocation machinery of Title V may well discriminate
against the central cities. NHC agrees that
Title V could put control of HUD subsidy
programs into the hands of many suburban
officials who are now using zoning land use
controls and other devices to defeat the production of low and moderate income housing in the suburbs.
38. We agree with the assessment in the
panel report that several years will be required for the formation of such agencies
in many states and metropol1tan areas. We
are also impressed by the complex state and
local political factors involved in reaching
a consensus on these matters without prejudice to the continued momentum of housing
production.
39. We would recommend that an affirms.th'e plan be Incorporated In Title V assuring

the continued fiowof Federal subsidy funds
for low and moderate Income housing under the establlshed programs and through
the established channels.
CHAPTER A. GENERAL STATEMENr OF PROBLEMS
AND OBJECTIVES
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groups who normally do not need federal
assistance. However, instead of an average
of 600,000 units annually for low and moderate income housing, NHC recommends a
goal of at least 1,000,000 units annually for
these Income groups-of which half would
be for the low Income group. Due to the continued high housing costs, many famllles
need some form of· housing assistance even
though they could have afforded housing
without such assistance in the past when
interest rates were lower. Accordingly, this
report recommends severai measures which
are required now to enable such famllies to
obtain adequate housing at monthly charges
which they can alford.
6. In these times when there are so many
competing demands for the use of federal
funds and national resources, it is most significant that Congress in the 1968 Act declared that these programs should have the
highest priority. This Congressional determination Is so important that we quote it in
fUll as a necessary Introduction to these recommendations:
"The Congress declares that in the adminIstration of those housing programs authorIzed by this Act which are designed to assist
fam1l1es with Incomes so low that they could
not otherwise decently house themselves, and
of other Government programs designed to
assist in the provision of housing for such
familles, the highest priority and emphasis
should be given to meeting the homing needs

1. We are faced with an anomalous situation. There has been an increase in the Fed~
eral Government's contribution to housing
and an Increase in assisted housing's proportion of housing production, but at the
same time we have falled to meet the housing production goals prescribed by law. These
Resolutions are addressed to Identifying once
again our continuing housing crisis, reviewIng our efforts to amellorate that crisis and
suggesting improvements of existing programs. This Report recommends programs
especially designed to:
a. ProV'ide good homes for people of all
incomes In wholesome llving environments
which are in keeping with our Nation's
standards,and aspirations;
b. Take action to revitallze our cities and
rural areas and save them from bl1ght and
obsolescence; and
c. Expand social programs, services and
job opportunities to improve the quality of
American Ilfe.
2. America's cities are in a struggle for
survival. The decay of decades and the failure to take action which wlll Improve the
quality of American life have taken their
toll. Whlle the percentage of inner-city people who are lIl-housed and I1ve In despair of those families tor Which the national goal
and dislIluslonrnent increases, the suburbs has not become a reality,. and In the carrying
gain in affluence. The need for decent hous- out of such programs there should be the
ing and community services continues to be fullest practicable ut1l1zatlon of the reat the heart of our urban crisis. We must sources and capab1l1t1es of private enterprise
take vigorous and immediate action toward and of Individual self-help teChniques."
achieving our goal of providing good homes (Emphasis added.)
For those famll1es for whom the national
and good neighborhoods for all who are 1Ilhoused, It is not enough to bUlld new hous- housing goal has not become a reaIlty, their
ing or rehablIltate existing housing. We must housing needs should be met by prOViding
also assure that the housing is in a suitable them the opportunity to live !n housing deliVing environment. At the same time, there velopments where economic integration is
must be an expansion of educational and being achieved under the program recomsocial programs and other community serv- mended elsewhere in this report.
7. This declaration by the Congress recogices for the people to eliminate the causes
nized the need for a drastic realignment of
of inner-city decay and decadence.
past
priorities In our federal budget and ex3. We must avoid increases in interest rates
since these housing programs
and housing costs which exclude people from penditures,
the hOUsing market who need homes but were given a lower priority than other less
urgent programs. Now that Congress has decannot afford them. The situation reached clared
that these programs should be given
crisis proportions by the Increase In interest the highest
there Is a federal comrates to 8% % on loans under the FHA and mitment to priority,
take all action necessary to
VA programs in January of 1971. During the
achieve
the
goal
of
providing
decent housing
past year, there have been improvements In
the money market and reductions in Interest for famllles with incomes so low that they
rates. The present Interest rate on FHA and could not otherwise decently house themVA mortgages is 7%. The prime rate of major selves. To translate this highest priority Into
reality takes firm and courageous actlonbanking institutions is now 4% %.
both by Congress and the President. NHC
4. NHC applauds the recent actions by the urges that action be taken to carry out this
Administration in expanding the Tandem mandate,
Program in order to support and continue
Outline and explanation of succeeding
the 7% FHA-VA interest rate. We urge that
chapters of report
the Administration continue, from time to
time, to make furtber reductions in this max8. In succeeding chapters of this report,
imum interest rate as promptly as possible. we dIscuss legislation and necessary amendWith the measures recommended In this re- ments, appropriations and administrative
port to help achieve further reductions in actions, First, we summarize the existing
Interest rates, particularly in housing for legislation under each program and the
those of middle and lower incomes, we hope- authorizations In legislation and appropriafully look forward to the time when we can tion acts; second, we present our recommenreturn to a maximum rate on FHA-VA mort- dations for legislative amendments and adgages of from 6% to 5% which we had for ditional authorizations In legislation and
many years. As Interest rates are reduced. it appropriations; and third. we present our
is necessary to take measures to minimize recommendations for administrative actions.
or ellminate discounts as recommended elseSometimes the same subject matter is covwhere In this report.
ered twice under different headings and in
5. WhUe the law approves an average na- different chapters. Thus. even though some
tional goal of 2,600,000 units annually during SUbject matter is covered in Chapter E rea lO-year period, NHC urges that the average lating to the Administration's Housing Bill
national goal should be 3,000.000 units a and our proposed amendments thereto. we
year. The increase in the rates of housing felt it necessary to cover the same subjects
production during 1971 demonstrates that separately with respect to each of the exist,this goal of 3,000.000 units a year is possible ing legislative programs. such as: publlc
through a continued acceleration In our housing; interest assistance under Section
housing production. NHC agrees an a"e~a"e 235 and 236; rent supplements; and urban
of 2,000,000 units should be built annually renewaL
for those above the low and moderate income
We cannot forecast whether Congress will
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accept the A,1lm1n1stration's recommendation
to consolidate a number ot programs aB proposed in the Administration's bill. Theretore, in order to make this report meaningful
and heipful in the legislative process, it Is
necessary tor us to separately identify our
recommendations:
a. As we have done In Chapter E If the
Congress accepts the Administration's proposal to consolidate and simpllfy programs;
and
b. As we have done in the succeeding
Chapters F and EE If the congress does not
accept the Administration's proposal to consolidate and slmpllfy programs.
CHAPTER D. ACTIONS NECESSARY TO ACHIEVE OUR
GOALS

1. Third Annllal Presidential Report. The
Housing and Urban Development Act of 1968
requires an annual Presidential Report to
Congress prior to February 15, of each year
on progress toward meeting housing goals.
Each year, the Report is filed later In the
year. NHC recommends that the Report be
filed on time in future years. Some of the
highlights of the Report included:
a. HUD predicted that total loan alnounts
on one to four family homes will increase
from $35.3 billion in 1970 to $44 billion in
1971 and to $47 bUlion in 1972. For multifamily properties, the total activity was $7.3
billion in 1970, $10.9 billion in 1971 and $11.7
billion predicted in 1972.
b. For new construction, HUD predicts
long-term mortgage requirements will be
$17.5 blllion in 1971 tor 1-4 family homes,
and $20.5 billion In 1972; for multifamily
HUD predicts the requirement is $6 billiOn
in 1971 and $7.8 billion for 1972.
While the Report contained much Informative data concerning the amount of money
and materials available for housing, NHC
believes that the Report failed to propose
solutions for some ot the basic problems
which must be l'esolved if our national goals
are to be achieved.
First, the assurance of adequate financing,
at reasonable cost for the necessary expansion ot total housing production, partiCUlarly
tor the production of low and moderate income housing;
Second, the provision of adequate sites at
reasonable prices to accommodate this unprecedented production growth of housing
on a well-planned and economic basis; and
Third, the adoption of the additional measures recommended In this report.
NHC agaln deplores President Nixon's decision to Include all mobile homes in production which is counted toward meeting our
housing goals. As stated in Chapter CC on
Mobile Homes, NHC believes that the only
mobile homes that should be counted toward
our housing goals are those determined by
HUD to meet all design, construction and
durab1llty standards so that they become eligible for long-term mortgage financing of 30
years on homes and 40 years on multifamily
housing.
2. NRC believes that the President's Annual Report on Housing Goals should be enlarged to report the progress that has been
made each year towards achieVing equal opportunity and fair housing goals. Not only is
HUD charged With housing production, but It
is also accountable for equal opportunity and
tall' housing policies. Therefore. It Is appropriate that the President's Annual Report
state the progress toward achieving this Important goal.
3. FuZZ Fllnding and Increases for All Programs. The first Imperative for meeting our

housing goals Is tull funding al"'d full use
of all authorizations contained in the housing
laws. We urge that President Nixon request
full funding and advance authorIty for the
interest assistance programs under Sections
235 and 236 and Rent Supplement Program
for Fiscal Year 1973. NRC applauds Congress
for Its qUick action on HUD appropriation re-

quests tor Fiscal Year 1972. For the first tlnle
in many years, BUD appropriations were
made soon after the beginning ot the Fiscal
Year. In these unprecedented tImes of housIng shortages, NRC strongly urges supplemental appropriations of all monies authorIzed for all programs but not yet appropriated. However, full funding of exiSting authorizations will not result In producing the
Intended volume of housing because of increases In housing costs. We recommend that
the assistance authoriZation tor all housing
programs be Increased: (a) to offset the advances in housing costs; (b) to achieve not
only the goals established by law, but NRC's
higher production goals; and (c) to make up
for deficiencies In past production.
4. Programs to Assure Adeqllate Financing
for Major Increases in Housing Production.

.&J
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(exiSting hou.sillg) 223, 231,· 233, ahd 237 to
the original p~ograIll'
Under this program, GNMA wIll commit
to buy mortgages up to a 'celllng of $22,000
per unit, except that the Ilm1t Is $24,500 for
four bedrooms or more. The price Is 96% ot
value tor new construction and 95% on existing mortgages. In addition, GNMA also esta.bllshed a program for GNMA purchase of
section 221 (d) (3) market· rate mortgages
having 10% or more rent supplement assistance. The prlceof such mortgages wlll be
97-1 point higher than the price where no
rent supplement assistance Is inVOlved-but
we recommend a par price on these.
NHC also urges that the new programs be
modified to provide par purchases for nonprofit and cooperative mortgages under the
Section 221 (d) (3) market rate program. This
program provides 100% mortgages at market
rates for moderately designed projects. Four
points are too many for nonprofits and cooperatives to absorb.
NHC endorses the original Tandem Program No. 17, under which GNMA purchases
at par Section 236 motrgages and marketrate rent supplement mortgages under Section 221(d) (3) tor nonprofit and cooperative
mortgators. NHC urges that this invaluable
program be continued.
d. Construction Financing. GNMA and
FNlVIA should continue and extend their participation in construction financing on moderate income housing. NRC applaUds the action of FNMA In taking a 95% participation
In the construction financing, with another
mortgage institution taking the remaining
5% participation and handling the processIng involved In construction loans; such
FNMA participations are available in cases
where either FNMA or GNMA issues a takeout commitment. This program for FNl\IA
participation In construction assistance
should be extended to cover all projects eligible by law for specIal assistance, instead of
being limited in projects Involving mortgages
under Section 236 and Section 221(d) (3) rent

The record of the past two decades makes it
clear that the fiow of funds for residential
mortgage financing has been and continues
to be determined by federal monetary and
fiscal policies. The prinCipal sources of funds
for residential financing are derived from net
consumer savings which are depOSited In the
institutions which make long-term mortgage
investments at a fixed rate of return. This
fiow of savings under existing Institutional
arrangements Is subject to sharp fiuctuations
based on competitive rates of return on other
investment outlets. The total annual mortgage financing requirements Involved in
meeting the housing production goals by 1978
will be apprOXimately $53 billion at current
price ievels, but this understates the actual
prospective reqUirements. Even on the assumption of continued growth In gross national product and in consumer saVings,
this indicated expansion ot more than tWice
the present new-housing finance reqUirements indicates that a broadened baBe for
residential financing investment must be
developed. The studies of this problem made
by the National Housing Conference have led
to the following recommendations in order
to step up housing production to a rate necessary to meet our needs and goals including supplement~.
the housing reqUired for those of low and
NHC also applauds the policy of the Fedmoderate incomes:
eral Home Loan Bank Board In making
a. Full Use of Emergency Home Finance special advances available to member savAct of 1970. We urge the full use of all au- ings and loan associations tor both constructhorizations in the Emergency Home Finance tion and pp.rmanent financing to produce
Act of 1970. This includes the $250 million housing for low and moderate income famauthorization for an appropriation of SUb- ilies.
sidies to reduce interest rates on advances
e. Assurance of Continued FNMA and
made by the Federal Home Loan Banks to GNMA Participation in Low and Moderate
Income
HOllsing. We urge that FNMA and
their members. We also urge that once these
funds are appropriated, they remain avail- GNMA be provided with whatever additional
able until expended. Our recommendation authorizations are needed to continue their
also includes, for each of the fiscal years 1973 indispensable programs In providing a
and 1974, a $105 mllllon authorization of market for Federally-insured or guaranteed
contracts for subsidies under the new sec- mortgages. FNMA and GNMA have done outtion 243 program which Is Intended to re- standing jobs In providing the financing for
duce interest rates for home ownershIp by mortgages under Section 236 and rent supplemoderate Income famllles; however, the law ments.
If the Adrr:inlstratlon takes the lead in
should be amended to provide for a subsidy
which would reduce the interest rate by 2c;. makIng future reductions In interest rates
as
we recommend, the price may fall below
under the current FHA-VA interest rate of
pal' as It did after recant decreases in Interest
7%.
b. Redllction in FHA-VA Interest Rate. We rates. Fortunately, we have the Tandem Prourge the Administration to take the lead in gram to assure par purchases of these mortmaking cuts In the current FHA-VA Interest gages by GNMA when FNMA does not take
rate of 7% as promptly as possible. We fur- them at par, as described above.
f. Full Imnlementation of the Housing Asther urge the use and liberalization of the
authorizations in the Emergency Home FI- sistance and. Interest Control Act. NHC apnance Act of 1970, in order to achieve the plaUds the passage of the Housing Assistance
lower Interest rates which are necessary to and Interest Control Act of 1969. This Act
,serve those who cannot afford a 7% rate.
increases from $1 billion to $4 billion the
c. Purchase of Mortgages on ."'Ioderate In- authcrity of the Federal Home Loan Bank
come Housing. NHC applauds the extension System to borrow from the Treasury. The
of GNMA purchase under the Tandem Plans Act requires the Secretary of the Treasury
21 and 22 to many unsubsldized programs. to use the authority, when alternative means
Several months ago, GmrA began this pro- cannot effectively be employed, to permit
gram to purchase most FHA unsubsidized members of the Home Loan Bank System to
mtlltifamlly mortgages at a price of 96. ThIs continue to supply reasonable amounts of
covered the following programs: Sections funds to the mortgage market whenever the
207,213,220 and 221(d) (4). Recently, GNMA abill ty to supply such funds is SUbstantially
added Sections 221 (d) (3), 234, 232, 222, 235 impaired during periods of monetary strin-
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gency and rapidly rising Interest rates. The
Act contains the following provisions:
(1) RegUlation Q authority Is given to the
Federal Reserve Board and the Federal Home
Loan Bank Board to establish fiexlble interest rate ce11lngs. We recommend the full
use of this authority.
(2) The President Is given authority to
establish credit controls both on a voluntary
and mandatory basis. We endorse the full use
of this authority as a means of channeling
additional funds Into housing procluction.

Include securities Issued against the pool
of mortgages, debentures or other obligations.
NHC is encouraged that the Federal Reserve System did make three direct purchases
involving the Federal Home Loan Bank
Board, FNMA and GNMA guaranteed securities during 1971. We now urge the Federal
Reserve System expand this program and
establish adequate levels of such purchases.

g. Investment 01 Governmental Trust
Funds in Mortgages lor Low and Moderate
Income Housing. We suggest legislation re-

duction of Identical bills by Chairman John
Sparkman and Chairman Wright Patman
(S. 580 and H.R. 3550) to establish a $20
billion "National Development Bank" to finance public works and to provide loans for
businesses and Industries and for low
and moderate Income housing projects. Interest charges on the Development Bank's
loans would be tied to the Federal Reserve
System's discount rate. The Bank would be
capitalized by an appropriation of $1 billion
and could borrow up to twenty times the
amount of capital or $20 billion.

qUiring governmental trust funds to Invest a
portion of their loanable funds to finance
housing, particularly for low and moderate
income famUies. These' investments would
inclUde mortgages Insured by FHA or VA
or bonds guarallteed by GNMA or HUD under
the 1968 Housing Act. The GNMA guaranteed
bonds relieve the investors of the burdens or
costs of servicing the pooled-Insured mortgages securing the bonds and assure a fUll
recovery of the funds invested. Among the
public trust funds to be so invested would
be Social security Trust Funds and Veterans
Administration Funds which are available for
investment. NHC supports legislation authorizing the use of VA funds for Investment In
VA-guaranteed mortgages.
h. Investment oj Private Financial Institutions in Mortgages lor Low and Moderate Income Housing. Private financial institutions

should also be Induced to Invest a portion of
their loanable funds in mortgages insured
by FHA or VA or bonds guaranteed by GNMA
or HUD to finance housing or new communities, with emphasis on projects which serve
moderate and lower Income persons and famlIles. This would Include private pension
funds. Insurance company funds and funds
of financial Institutions which benefit from
federal support or assistance. These Institutions should be Induced to make such Investments. In the case of Institutions which obtain federal support or assistance, It would
be appropriate to enact legislation Imposing
as a condition to such federal support and
assistance, the reqUirement that the institutions Invest a certain proportion of their
funds In new housing. This requirement can
be Imposed In a manner which would not
work a hardship on the foregoing funds because the housing securities would yield an
attractive return and assure a full recovery.
Therefore, NRC again endorses Chairman
Patman's effort to establish a Development
Bank funded by pension fund contributions
to make mortgage loans available for housing
at reasonable Interest rates.
1. Investments by Universities to Up-Grade
and Improve the General Area 01 Their Location. Major Institutions such as universi-

ties shOUld be Induced to Invest portions of
their endowment or other funds to improve
the general area In which they are located.
These Institutions should recognize their responslblllty to assist in upgrading the housIng and environment of such areas In order
to develop sound and attractive local communities.
j. Mandatory Purchase by the Federal Reserve System oj Securities Guaranteed by
FHLBB, FNMA and GNIIfA. We endorse any

legislative attempt to reqUire the Federal
Reserve System to purchase securities guaranteed by the Federal Home Loan Bank
Board. FNMA or GNMA and utilized for new
residential mortgage financing. This would
be an addition to the Federal Reserve's present authority to make purchases on the
open market. Since Federal Reserve's purchase of obligations would be dIrectly from
FNMA, GmrA and the Federal Home Loan
Bank Board. this would assure that the
funds would be channeled dlrectlv Into the
mortgage market when needed during periods when we have monetary stringency and
rising Interest rates. These obligations would

k. Continued support jor a National Development Bank. NHC applauds the intro-

1. Continued Support jor Home Owners
Mortgage Loan Corporation. We continue to
support H.R. 4176, Introduced by Chairman

Barrett and Congresswoman Sullivan. This
bill would create a Home Owners Mortgage
Loan Corporation (HOMLC) which would
administer a revolving fund captialized at
$10 billion through appropriations of $2 billion a year for 5 years. It would make 30year direct loans with a maximum of $24,000 bearing Interest at not more than 6Yo %.
We recommend a reduction In that interest
rate to 5%. Those eligible for loans would
be:
(1) "Credit worthy" moderate Income families unable to obtain mortgages at reasonable rates of Interest; and
(2) Famllles with Incomes not exceeding
$12,000, except that HOMLC would have
power to vary the income limit.
Existing FHA Insuring offices would process loan applications and existing lending
Institutions would service the mortgages for
no more than Yo of 1 %. This bill-and other
housing legislation With Income limits-'should be amended to provide for appropriate
deductions In determining family Incomes.
m. Mortgage-Backed Securltles-GNMA.
NHC applauds the fact that more than billions o'f dollars of mortgage-backed securities have been sold during the operation
of this GNMA program to attract new sources
of investment capital into housing by GNMA
guaranteeing privately-Issued securities on
home mortgage pools. NHC applauds GNMA
for developing gUidelines to permit the poolIng of multi-family mortgages as backing
for the securities and for developing procedures to "pass-through" construction interest to the Investors. Initially only slnglefamily FHA and VA mortgages had been
accepted for pooling and Investors received
no Interest until the project was completed.
n. Immediate Action to Utilize All EXisting
Legislation. We urge Immediate administrative action and Implementation to utilize all
existing legislation-as described above-in
order to assure an adequate fiow of funds
Into residential mortgage financing and to
reduce Interest rates and eliminate discounts on such financing. The Administration should take such measures as are necessary to shelter housing from the Impact of
restraints or economic forces which preclude
an adequate flow of funds into residential
financing at reasonable interest rates. These
actions are required to Implement the national housing policy and goals authorized by
law.
o. Site AvailabUUy in Metropolitan and
Other Areas. We agree with the analysis in the
President's Second Annual Report on National Housing Goals that community discrimination against subsidized housing Is one
of the most serious constraints on the availability of building sites for low- and moder-
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ate-Income housing. We believe that there
has been little or no Improvement since that
Report. We continue to support the Second
Report's recommendation of legislation which
would prohibit States and local public bodies
from discriminating against housing SUbsidIzed by the Federal Government, whether
through legislative or administrative action.
We regret that the Administration did not
Implement this recommendation. We urge
that the Administration propose and the
Congress enact legislation which would
achieve this objective. Sponsors of subsidized
housing need the assurance that the Federal
Government's resources and power will clear
away the constraints which are Imposed on
their proposed projects simply because they
are Intended for low- and moderate-Income
fammes. They are usually unable to pay for
protracted litigation which Is now the only
way to overcome this problem. NHC strongly
endorses the recommendation of the National
Committee Against Discrimination In HousIng adopted December 8, 1970.
After the submission of the Administration's proposed consolidation bill In 1970,
Secretary Romney recommended a further
provision which would have prohibited discrimination against subsidized housing
through local land use and development controls In areas that lie In the path of urban
development. The legislation would have authorized suits by Interested parties, as well as
the Attorney General, to enjoin such exclusion where such local action was Inconsistent
with local plans. Subsequently HUD withdrew this proposal and began work on Project Selection Criteria. While HUD's Project
Selection Criteria would reqUire "spreading"
of assisted programs throughout areas without such programs, these areas frequently
have excessive land costs, restrlctlve zoning
practices or lack adequate water and sewer
facilities to serve additional housing. AccordIngly, we question whether the program will
achieve Its purpose In many areas.
We believe the original Romney proposal
shOUld be reSUbmitted, strengthened and
enacted. It should be strengthened by prOVidIng for federal pre-emption of local zoning
upon an appropriate finding by the Secretary
so as to require opponents rather than
proponents to Initiate litigation. It should
be applied to all local areas that do not take
affirmative action to resolve their housing
problems. Moreover, It shOUld not be dependent on local plans--whlch may be silent with
respect to local housing needs-in order for
the legislation to be effective.
In addition to NHC's objections concernIng secretary Romney's announcement about
drastic cuts In the overall HUD staff. NHC Is
opposed to any reduction in the staff charged
with administering equal opportunity requests and procedures. We recommend that
the current level of employees administering
this program be set as the absolute minimum
and that no reductions be made below that
level.
The National Housing Conference agrees In
principle with the adoption by Hun of a
model lease and grievance procedure stating
minimum standards to protect the mutual
rights and obligations of housing authorities
and tenants. We belieye that the manner In
which the Department adopted these standards, after extensive consultation with the
National Tenants Organization and the National association of Housing and Rede\,elop_
ment Officials, represents a method of policymaking which should be emulated by the Department In the future. :Minlmum standards
for management-tenant relations In pUblic
housing are an appropriate subject for national policy, with due recognition for the
responsibilities of local housing authorities
and resident groups--who may exercise creative local leadership to negotiate their mutual rights and obligations In an established
framework.
In addition to the actions recommended
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above, NHC reatlinn.s .its prior recommendation tha.t HUn be given authority to withhold all HUn funds from those communities
which do not provide housing on a nondiscriminatory basis.
p. Mea.sures to Insure Full Utilization and
Preservation 01 Existing Housing Stock.

Throughout this Report, we cite the importance of preserving existing housing resources. To this end, NHC recommends that
programs be carried out to Improve basic
community facilities and tenant services that
are needed to insure neighborhOOd preservation along With comprehensive programs of
rehabUltatlon. It is equally important to
avoid bUilding additional housing of the
types which are now experiencing grave dllIicui ties. Under our proposals for economic
integration, we would discourage construction of new subsidized housing projects
which would exclusively serve low income
families as a means of avoiding further large
concentrations and segregation of low income families.
CHAPTER C. EMERGENCY HOME FINANCE ACT OF
1970

1. Purpose. Because of the severe housing
shortage and sharp drop in housing starts
in 1969 and the continued low level during
early 1970, Congress passed the Emergency
Home Finance Act of 1970 as an immediate
response to the crisis. The Act was primarUy
aimed at relieving the middle income home
and cooperative buyer.

2. Authorizations in the Emergency Home
Finance Act 011970.
a. Subsidies to reduce interest rates (Housmg Opportunity Assistance Program). A $250

mll1ion appropriation of subsidies is authorIzed to reduce interest rates on advances nv
'Federal Home Loan Banks to members fo'r
their use in purchasing housing mortgages,
prlmarlly on new housing but also on existIng housing. The Board wl11 allocate funds
and regulate their use.
b. Federal Home Loan Mortgage Corporation. The Federal Home Loan Mortgage Corporation ("FHLMC") was created with power
to purchase and make commitments to purchase residential mortgages from any Federal Home Loan Bank, the Federal Savings
and Loan Insurance Corporation, any member of a Federal Home Loan Bank, or any
other financial Institution whose deposits
or accounts are insured by an agency of
the United States. The Corporation can purchase eligible conventional mortgages and
single-family and multi-famlly mortgages Insured by FHA. The Corporation Is authorized
to issue notes, debentures. bonds, or other
obllgatlons and mortgage-backed securities
guaranteed by GNMA.

c. FNMA Oonventional Mortgage Market.

FNMA was authorized to establish a conventional
secondary mortgage market.
Mortgages are limited to a 75 % loan to value
ratio, unless (I) selier keeps a 10% participation, or (2) the excess Is privately Insured, or (3) seller agrees to rebuy or replace
the mortgage on defaUlt, as FNMA may require. A House provision barring financing
when this might inhibit HUD assisted programs was replaced by language to the same
effect In the conference committee report.
d. Home Ownership for Middle Income
Families--'-Section243. The Act established a

new Section 243 to provide interest reduction payments on behalf of middle-Income
purchasers of homes or memberships In Section 213 cooperatives. Interests subsidy payments w111 be on mortgages on which the
mortgagor makes monthly payments towards
principal and interest equal to an amount
which would be reqUired if the mortgage bore
an effective Interest rate of 7 per centum
which the mortgagor. could pay by applying
at least 20 per centum of his income towards
homeownership expenses. Monthly homeoW:1ership expenses include the monthly
payment for principal, Interest. mortgage In-

surnnce premium, insurance; and taxes due ·lmined1a.te· imp1enlentatlon :If .n~ded; ·:alsO
under the mortgage.
if our proposed amelld.ment is,· adopted. to
The aggregate amount of contracts to make achieve an effective interest rate of 6%. NHC
payments cannot exceed amounts approved urges that the secretary set no incOme Ilm1t
in appropriation acts and contracts for such for eligib1l1ty for assistance under section
payments are authoriZed for $105,000,000 243.
(ll) NHO urges that· the Federal Home
during the period prior to July I, 1971, which
amount Is increased by an additional $105,- Loan Bank Board modify its rules so Its
000,000 for additional contracts prior to members can purchase a larger percentage
of mortgages on multi-family housIng. Such
July I, 1972.
e. Increased Special Assistance.GNl\IA housing has become increasingly Important
Special Assistance Funds were increased in meeting the needs of the middle-income
from $2 blllion to $2.75 bllllon, plus $750 group.
(11l) WhUe regulations have been Issued
million of additional authority Which is
transferred from program 14 which Involved to Implement the FHL Bank's Housing Opmortgages on new homes. This total increase portunity Assistance Program ("HOAP") of
of $1.5 blll10n is aVailable for anY tandem subsidies which reduce housing costs by $20
monthly for five years, these regUlations replan use.
f. Program 14 For New Homes. The par strict the program to single-famlly houses.
purchase requirement was removed for the NHO urges that the FHL Bank Board
funda left in Program 14, thus opening tha.t promptly adopt the pending regulations
program for Wider use In the purchase of which would make such assistance available
mortgages on slngle-:ramlly homes. The pro- to fam1lles lIving in cooperatives.
(IV) Under the current "HOAP" regulagram's mortgage celling was increased to
tions, the income limits are 150% of the
SCctlon 235 levels.
g. GNMA Purchase 01 236 Mortgages. regUlar Section· 235 limits. .The income
GNMA may buy Section 236 multifamlly limits should be· at least 150% above the
mortgages above its $22,000 unit llmit ($24,- median income in the area. The regular
500 for 4 bedrooms or more) where projects Section 235 income limits aretoorestrlchave the benefit of a local tax abatement tive; also, they are tied to local pUblic
program.housing lImIts which have a wider varia3. Authorization in Appropriation Act. Of tion from place to place than median
the $250 mlllion authorized under Title 1 to Incomes.
reduce Interest charges for members of the CHAPTER D. HOUSING AND URBAN DEVELOPMENT
Federal Home Loan Bank System, $85 mlllion
LEGISLArIoN, 1971
was InclUded In the appropriation act auWhlle no omnibus housing bllJ was passed
thorization for fiscal year 1971 and $62.5 mlllion was Included In the appropriation act In 1971, housing and urban development
legislation of a lImited nature was enacted.
authorization for fiscal year 1972.
Whlle $210 mlllion of contracts were au- The fOllowing are the provisions contained
thorized for the first two years under the new In SJ Res. 176:
1. Flood Insurance--church Properties.
Section 243 program, there has been no request to embody this authorization in any Sections 1305(a) and 1306(b) (1) (c) of the
appropriation acts. No regulations have been Housing and Urban Development Act of 1968
were amended to include church properties
issued.
under the National Flood Insurance Pro4. Recommendations.
a. Legislative Amendments. NHO recom- gram.
2. Temporary Waiver of Mortgage Limitamends an amendment to Section 243 which
would prOVide for the use of the subsidy in tions-GNMA. section 302(b) (I) of the Naorder to achieve an effective Interest rate of tional Housing Act was amended to permit
5% instead of 7% for those people who need the Secretary to waive GNMA mortgage llmthis larger subsidy to meet their remaining itatlons up to 150% of the present limits
housing expenses after spending 20% of their untll June 30, 1972. This would raise the llmIncome for home ownership expenses, utlll- Its to $33,000 per unit and $35,000 for units
ties and maintenance. To provide an incen- with four or more bedrooms.
3. Water Sewer Planning Requirements.
tive which would help achieve economic Integration, the amendment should provide a Section 702{c) of the HOUSing and Urban
preference for people who wUl buy in a sub- Development Act of 1965 was amended to
division or housing development serving extend it until June 30, 1972, the period
moderate and lower income families who re- in Which communities may complete planceive the benefit of larger interest assistance ning requirements for water and sewer
or other subsidies. This program Is needed for grants.
4. State Taxation of National Banks. The
FHA-insured mortgages since the $250 million FHL Bank program reduces Interest rates Blll would delay for one year, to January I,
only on conventional loans made through 1973, the termlna.tion of interim provisions
governing state authority to tax national
saving and loan associations.
banks.
b. AdditionaZ Authorizations in Appropria5. New Communltles--Supplemental Grant
tion Acts. After adoption of our proposed
amendment to provide 243 SUbsidies to re- Assistance. Section 718(a) of the Housing
and
Urban Development Act of 1970 was
duce the effective interest rate from the current 7% to 5%, NHC urges the passage of a amen(ied to include private nonprofit orsupplemental appropriation act which would ganizations as ellglble recipients of supinclude the $105 mUlion contract authoriza- plemental grants to assist construction of
tion for Section 243 for fiscal year 1973 and publlc fac1lltles in new communities.
6. Public Housing Rent Reductions. Secan authorization of $105 mlllion of additional
contracts for fiscal year 1974--with funds to tlon 2 of the United States Housing Act of
continue available untll used. NHC also urges 1937 was amended to prohibit the reduction
the appropriation of the $125 mi11l0n balance of welfare asslstan"ce payments to publlc
of the SUbsidy authorization to reduce Inter- hOUSing residents benefiting from required
est rates on a.dvances by the FHL Bank to Its reductions In rents reSUlting from the 25
members for use In purchasing housing percent rent-Income lImitation.
7. Authorizations for Comprehensive Planmortgages.
ning and Open Space Programs. Sections
c. Administrative Actions.
701 (b) of the Housing Act of 1954 and 708
(I) Even though the current FHA-VA inthe Housing Act of 1961 were amended
terest rate is 7%, NHC urges HUD to estab- of
Increase authorization for comprehensive
lish rUles and regulations pursuant to Sec- to
planning
by $50 ml11lon and for
tion 243. This program should be ready for open spaceprogram
program by $100 mUllan.
- See Chapter D for amendment permitting
the Secretary to Increase this llmlt to $33,000
untll June 30. 1972.

8. Small Business Investment Companies.
Section 303(b) of the Small Business Investment Act of 1958 was amended to clarify
SEA authority to guarantee debentures Is-
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sued by small business investment comparnes.
CHAPTER E. ADMINISTRATION'S PROPOSED HOUSING CONSOLIDATION AND SIMPLIFICATION BILL;
AND SENATE Bll.L S. 3248, INTRODUCED BY
SENATOR SPARKMAN AND PASSED BY THE
SENATE O~ MARCH 2, 1972

1. Introductory statement

In the succeeding chapters we will discuss
existing housing programs as authorized by
different sectlollB of the National Housing
Act. The multiplicity of statutory section
numbers evidences the variety of programs
which were. enacted In past years. It is evident from the history of the federal housing
programs that no comprehensive plan or design was employed in the development of
these programs and that each legislative
program was enacted· to meet a partiCUlar
need that appeared urgent at a particular
time. Consequently. there are gaps and areas
of unmet housing needs due to the deficiencies in our housing legislation.
Last. yea!· the Administration proposed
legislation to consolidate and Simplify existing programs. This legislation was widely
studied but was not enacted. This year
the Administration has proposed another
similar housing blll.
NHC, as in the case of the proposed HousIng and Urban Development Act of 1970,
again supports in principle the objectives of
the proposed Housing Consolidation and
Simplification Act of 1971 (Administration's
Bill). As before, this Blll contains many
worthwhile provisions for simplification of
the many Federal housing programs and for
uniformity In basic provisions. While the
Conference believes that this Blll represents
a significant improvement over last year's
Blll and inclUdes many of the amendments
suggested to HOD by NHC, we believe that
the Blll could produce some ineqUities and,
Inadvertently, present road blocks to the
effective intplementation of our housing programs.
The senate Committee on Banking, HousIng, and Urban Affairs reported an omnibus
Housing Bm on February 28, 1972 (Senate
Committee Blll) which was Introduced by
Senator Sparkman as S. 3248. Chapters 1 and
2 of this Bill generally follow the Administration's propOsed Housing Consolidation and
Simpliftca.tion Act with a number of amendments which are described below. On March 2,
1972, S. 3248 was passed by the Senate with
some amendments (the Senate Enacted Bill)
by a vote of 80 to 1.
The Housing Subcommittee of the House
Banking and Currency Committee wlll begin
Executive markup sessions on housing and
urban development legislation early in
March. The House Subcommittee is expected
to consider the Administration's Bill, the
Subcommittee Panels' Bill and the Senate
Enacted Bill.
Below, we first summarize each major
provision in the Administration's Blll relating to housing consolidation and simplification and then we describe what the Senate Committee Bill provides as compared
with the Ad1n1nlstratlon's Blll. After these
summaries, we list some of the major amendments which are necessary to remove unde·
sirable features and otherwise Improve the
Ad1n1nlstratlon's Bill. Finally, we Identify the
extent to which these matters have been included in the Senate Committee Bill. To
.the extent that the Senate Enacted Blll does
not contain our legislative proposals, we
continue to recommend our proposals for
inclusion In the Senate Enacted Blll so that.
as finally passed, the law wlll conform to our
recommendatlollB.
11. General purpose and summary
1. Purpose and Goals: According to Secre-

tary Romney, the Administration's proposed
blll is "~n effort. to deal with the overall
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gives the following general explanation on
the provisions of the Senate Blll relating to
mortgage financing:
The bill would recast the mortgage insurance prograIllB contained in the National
Housing Act into a completely new statutory
framework-the Revised National Housing
Act. The new authorization would refiect
the experience gained over the past three
decades with the mortgage insurance operations and would provide a statutory framework appropriate to the present orientation
of these operatiollB.
This consolidation and revision of the
mortgage Insurance programs was first sub1n1tted as part of the Administration's 1970
legislative program. Extensive hearings on
the program were conducted by the Committee but because of the magnitude of the proposal and the need to evaluate carefuliy its
Impact, the Committee deferred action on
the proposal. The Administration then resubmitted its proposal in 1971 With numerous changes refiecting many of the legitimate concerllB raised during the Committee's hearings. Additional hearings were held
during 1971.
The proposed Revised Nationa.l Housing
Act would consolidate the array of existing
Insurance programs into eight basic authorities, With relatively simple and flexible
terms. SOme obsolete and overlapping provisions of existing law would be ellminated
and the many provisions now scattered
throughout the National Housing Act relating to simllar subject matters would be
brought together under appropriate headIngs. The Committee feels that the consol!dation will facllltate (1) publlc understandIng
and utllizatlon of the mortgage insur3. Senate Committee's General Explanation
of its Bill: The Senate Committee Report ance prograIllB, (2) effective, prompt, and
gives the following brief explanatory state- fiexlble ad1n1nlstration of these programs by
the Department of Housing and Urban Dements to the Senate Blll:
velopment, and (3) Congressional evaluation
The Committee on Banking, Housing and of the programs and decisions with respect
Urban Affairs, having considered the same,
statutory amendments.
reports favorably a com1n1ttee blll (S. 3248) to (b)
Financing Off-Site Components: The
to consolldate, simplify and Improve laws rel- Secretary would be authorized to insure adative to h0using and housing assistance, to vances of mortgage funds during construcprOVide Federal assistance to local govern- tion or rehabllltation to cover the cost of
ments in support of community development
and components which are assemactivities, and for other purposes, and rec- materials
bled or stored away from the construction
0mmends that the blll do pass.
site. This extension of Insurance authority
Introduction
Is expected to facllltate the financing of
The Committee blll reported herewith is an Operation Breakthrough type projects which
omb'.ibus blli of 7 chapters covering a broad require substantial off-site assembly of comrange of Federal housing and urban develop- ponent units.
The Senate Enacted. Bill would modify this
ment programs. Although the main thrust
of the proposed legislation is to consolldate Section by requiring that adequate security
and simplify existing housing programs it be prOVided for materials assembled away
ccntains authority for the development of from the construction site and that title to
several new programs, the most intportant of such components must pass to the purchaser
which Is 1\ new and far-reaching block grant before insured advances could be made.
(c) Flexible Maximum Mortgage Amounts:
community development program.
The consolidation provisions of the blll The various statutory dollar limitations on
maximum
mortgage amounts would be reinvolve a complete overhaul of legislation
involving the FHA mortgage insurance pro- placed by a uniform formula applicable to all
gram and the low-rent pUblic housing pro- home and multifa1n11y mortgages. The Secregram. The former program goes back to 1934 tary would determine the development cost
when the National Housing Act authorized of a prototype urnt of modest design in each
the Federal government Insurance of mort- housing market area. The maximum insurgages, and the latter goes back to the Hous- able mortgage amount for an assisted dwelling Act of 1937 which provided the authority ing unit could not exceed 110 per cent of the
for the low-rent publlc housing program. development cost in each housing market
The basis for the consolidation provision In area. For unassisted housing the maximum
the committee blll Is the Adminlstration- insurable mortgage could not exceed 200 per
sponsored "Housing Consolidation and Sim- cent of the development cost of the protopllfication Act of 1971"-S.2049. The com- type unit. For a multifamily project the
mittee blll made several changes In S. 2049 maximum Insurable mortgage amount would
be equal to the maximum Insurable crtgage
particularly with reference to the FHA- amount
of each individual unit multipled by
insured interest subsidy program of benefit
the number of units in the project.
to lower income families and the elderly.
The Senate Bill would modify the above
111. Major Substantive Changes and NHC provision by providing that the maximum
Recommendations on Private Housing insurable mortgage amount for an assisted
Programs; Also on Matters Applicable to dweJllng unit could not exceed 120% of the
Both Private and Public Housing Prodevelopment cost in each housing market
grams
area. It would reta.in the provision for un(a) Senate Committee's General Explanaassisted housing that the maximum insurtion on Provisions Relating to Mortgage
able mortgage could not exceed 200% of the
Financing: The Senate Committee Report development cost of the prototype unit.

housing picture" and seeks to achieve the
following goals:
(a)' To consolldate existing HUD programs
for low, moderate, and 1n1ddle income fam111es.
(b) To eliminate unnecessary bureaucratic
requirements and establish uniform criteria
for subsidized. housing programs.
(c) To base eliglblllty li1n1ts and construction requll'ements on income and cost factors prevnlent in the community.
The Senate EnactecL Bm continues these
purposes and goals.
2. ConsoUcLation and Simplification: The
Administration states that Its housing proposals wculd (a) consolidate authorities
throughout existing law into a number of
broad programs, (b) ellminate dupllcate authorities, and (c) improve existing operations
and subsidy programs. The number of existInl; FHA programs Is reduced from approximately 50 to 8. Replacing some 40 eXisting
authorities dealing with home, cooperative
and rental housing are one new program to
cover all unassisted home mortgages and
one. new program to cover all subsidized
home mortgages; and one program each for
the unsubsidlzed and subsidized rental and
cooperative projects.
The Senate Enacted Bill prOVides for the
e.bove described consolidation and simplification but added several amendments that the
Com1n1ttee felt were necessary to retain provisions in existing law Which were found
nl'Cessary as a result of past experience. The
Committee Bll! recognizes that there are
real distinctions between some existing programs which result from their essential differences and which need to be continued.
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(d) Interest Rates: The Secretary would
have permanent authority to presertbe maximum interest rates for insUred mortgages and
loans based on hla determination of the needs
of the mortgage or loan market. The\le rates
could dUrer for each of the different types of
mortgages or loans which would be insured
under the various sections of the Act and
could further differ to take into account differences between mortgages or loans within
each prov1aion. In addition, under an experimental dual Interest rate system, the Secretary could insure mortgages under such
sections as he deemed appropriate of the
Revised National Housing Act at whatever
interest rate was negotiated by the mortgagor and mortgagee, provided no discounts
were collected. Thla authority would expire
on July 1, 1973, and would provide an alternative to the interest rate administratively
establlshed by the Secretary.
The Senate Enacted Bill would delete the
provlaion which allows interest rates to differ for each of the different types of mortgages or loans which would be insured under
the various sections of the Act. Likewise, the
provision was deleted which allowed the Secretary to vary the interest rates between
mortgages or loans within each provision.
The Senate Enacted Bill includes the experimental dual interest rate provision.
(e) Minimum Down Payment: The minimum down payment for unasslated home
mortgages would be an amount equal to closing costs. The minimum down payment for
all assisted mortgages would be $200.
The Senate Enacted Bill would requirefor all unassisted home mortgages-the minimum downpayment to be at least an amount
equivalent to closing costs (exclusive of prepaid expenses) or 3% of the Secretary's estimate of the cost of acquisition, whichever is
greater.
The Senate Enacted Bill would likewise require a minimum downpayment of $200 for
all assisted home mortgages.
(f) Builders Warranty: Builders of homes
approved prior to construction would continue to be required to warrant homes
against substantial deviations from approved
plans. In addition, builders of homes Which
are not approved prior to construction would
be required to give homeowners a one year
warranty against all structural defects.
The Senate Enacted Bill would not change
these provisions.
(g) Cost Certification: The existing reqUirements for cost certification would be
SUbstantially simpllfied. The Secretary would
be given authority to exempt residential multifamily projects designed for occupancy by
less than 12 famllles or insured for less than
$250,000 from the cost certification process.
The Senate Enacted Bill would retain most
provisions of eXisting law regarding cost certification. The Committee felt that these
provisions have been successfUl and effective
for many years and that they should be
continued to avoid uncertainties regarding
the manner In which cost certification is
handled.
(h) Uniform Treatment of Major Components of Subsidized Housing Programs:
(i) Eligibility Limits-The income linitts

would be standardized. Ellglble fammes
would be required to have incomes which do
not exceed the median incomes for the area
as determined by the Secretary with adJustments for smaller and larger familles, except
that the Secretary could establlsh income
ceillngs higher or lower than the median in
any area where a variation was necessary because of prevailing levels of construction
costs, unusually high or low family incomes,
or other factors.
The Senate Enacted Bill sets !)O percent of
the median as the standardized income. It
retains the provision In the Administration's
Bill authorizing the secretary to adjust the
limit higher or lower as necessary.
(Ii) Constrllction Cost Limits-Specific

statutory dollar llmitatlons on the amount
ot the maximum insurable mortgage 1UJlOunt
would be removed. The development cost
of a prototype unit priced out In each housing market area would be the new basic
criteria for maximum mortgage amount for
both single family homes and multi-famlly
units. Development cost would be equal to
construction costs plus an amount attributable to land costs.
The Senate Enacted Bill provides SUbstantially the same construction cost limits.
(111) Definition Of Income-For purposes
at ellgibUity and the determination ot the
subsidy amount under the private programs,
Income would be defined to include income
from all sources of all family members except that the Secretary would have authority
to excl ude income earned by minors and
non-recurring income. For the purpose cf
determining the amount of the subsidy, $:JOO
per minor could be excluded from Income for
each minor. For public housing receiving
operating subsidies or under the new Homeownership Section similar definitions to the
private programs would be used. However,
under the regular Publlc Housing Program,
income would be defined to exclude nonrecurring income and income of full-time
students and to deduct $300 for each dependent and for each secondary wage earner,
5 percent of gross family income or 10 percent in the case of the elderly, and extraordinary medical expenses. This section 18
substantially the same as the present definition for the regular Publlc Housing Program
which was included In the 1970 Housing Act.
The Senate Enacted Bill provides for complete uniformity In the definition ot income
for all subsidy programs Whether private or
public. The B1l1 would require that, in defining income, the Secretary shall consider
income from all sources from each family
member residing In the household with the
following deductions:
(A) Income for any family member below
the age of eighteen, nonrecurring Income, as
determined by the Secretary and the income
of full-time students liVing with their
parents;
(B) An amount equal to the sum of (i)
$300 for each dependent, (11) $300 for each
secondary wage earner, (111) five percentum
of the family'S gross income (ten percentum
in the case of elderly familles) and (Iv) those
medical expenses of the family properly considered extraordinary shall be deducted; and,
(C) Such further deductions as the Secretary determines in recognition of unusual
circumstances.
(Iv) The Rent to Income RatiO-AIl participants in the subsidized programs would
be required to contribute 20 percent of their
income to mortgage payments under the
homeownership program and 25 per cent of
Income for rental and occupancy charges on
multifamily housing for rental or cooperative operations. There would be a "basic
rental" for each unit in an assisted rental
or cooperative project determined on the
basis of operating the project with the benefit of the assistance payments. The occupant
would pay the basic rental or charge for his
unit or such greater amount, not exceeding
the fair market charge for such unit (the
rental or charge Without sUbsidy), as represents 25 per centum of his income.
The Senate Enacted Bill does not modify
the above described rent-to-Income ratios,
except that an operating subsidy would be
authorized on multi-family projects under
502 experiencing increases In operating costs
as explained under SUbparagraph (j) below.
In such cases, when an operating subsidy is
paid in later years if operating expenses increase, the Bill (as clarified by the Senate
Committee Report) provides that families:
(A) in the low-Income group, who receive
deeper subsidies (comparable to rent supplements), would not pay more than 25 percen t of their income for rent and (B) other
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fam111es.wouldnot pay )nore tllan30 percent
of their income for rent.
.. (i). The SUQsl¢ized. Hopeownership Program: The asslatance payment on behalf of

any homeowner could not exceed the lesser
of (i) the balance of the monthly payment
for principal, interest, taxes, insurance, and
mortgage insurance premium due under the
mortgage remaining unpald after applying
20 per centum of the mortgagor's income, or
(11) the difference between the monthly payment for principal. interest, and mortgage
insurance premium due under the mortgage
and the monthlY payment for pr1ncipal and
interest due under a 1 % mortgage. However,
the amount of this difference could be increased by up to one-fourth in cases (not
exceeding 20 percent of the total amount of
contract funds authorized by appropriation
Acts) where the Secretary determined an
increase was necessary to further the purposes of the section.
The Senate Enacted Bill would provide
substantially the same formula.
The Senate Enacted Bill would add a new
subsection to 402 which would provide that
not less than 10 percent of that program
would be available for use with respect to
dwellings which require SUbstantial rehabilltatlon.
(j) The Subsidized Rental or Cooperative
Program: The assistance payment on behalf
of a project owner could not exceed the difference between the monthly payment for
principal, interest and mortgage insurance
premium (or other comparable charges approved by the Secretary) on a market rate
mortgage and the monthly payment for principal and Interest that would be due on a
mortgage at 1 %. With respect to up to 2()
percent of the dwelllng units in any project,
the Secretary could contra~t to make assistance payments to a project owner on behalf
of tenants or cooperative members whose Incomes are too low to afford the basic rentals.
These payments, with respect to any unit.
could not exceed the lesser of (i) the amount
reqUired to reduce the basic rental or occupancy charge to an amount equal to 25
percent of the family's income or (Ii) the
maximum payment which would be made
with respect to the dwelling unit under the
rent supplement program.
The Senate Enacted Bill is substantially
different and provides the following new
formula:
(A) As to 20 percent of the units in a subsidized mUlti-family project under 502, a
deeper subsidy would be available which
would pay the difference between the basic
rent and 25 percent of a family's Income.
(The family would have to pay the cost of
utlllties as a minimum unless the Secretary
determines that this requirement would result in undue hardship In an area because of
its unusually high utility costs). At least
half of this 20 percent are to have incomes of
50 percent or less of the median income in
the area where the housing is located-these
are called very low-Income families. Likewise, the Secretary could decrease the deep
subsidy coverage to 10 percent of the units
if the project would not be viable with a deep
subsidy coverage of 20 percent of the units.
The Secretary could increase the deep subsidy to 40 percent of the units when
needed-and up to .60 percent in projects for
the elderly.
(B) During the rent-up period, the project's rent would be predicated on everyone
paying at least 25 percent of the family'S income. If paying the basic rent would require
more than 25 percent of a family's income, it
is POSSible that such a family could pay a
higher percentage of its income for the housing if the Secretary did not prOVide additional assistance (deeper subsidy) to cover all the
units to be occUpied by such faml11es.
(C) If the project were faced with increased operating costs whlch required that
people had to pay more than 30 percent of
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their income, then a new HUD operating subsidy would become avaHable to meet those
increased costs rather than increasing rents
to over 30 percent of a family's income or 25
percent in the case of famU1es occupying
units covered by the deeper subsidy. This is
a compromise from the Brooke-Mondale
Amendments which would have authorized
HUD to. pay an operating subsidy whenever
expenses increased so that no one would have
to pay more than 25 percent of his income for
housing. For each 502 project, the Senate
Committee Bill provides that there is to be
established an Initial operating expense level
at the time the secretary determines that
the propert11s "fully" occupied after allowing for customary vacancy rates. At any time
SUbsequent to the estabUf;lhment Of this initial operating expense level, the Secretary
may contract to make additional assistance
payments to meet increases in operating expenses above the initial level. These contracts
may be amended periodically to provide for
appropriate adjustments. The additional assistance payments are to be made if the Secretary finds that the operating-expense Increases are reasonable and comparable to cost
increases affecting other rental projects In
the community. The additional assistance
payments wlll be In an amount not to exceed
either (i) the amount by which the sum of
the cost of ut1l1tles, maintenance and local
property taxes exceeds the initial operating
expense level or (11) the amount required to
maintain the basic rentals of any units at
levels not in excess of 30 percentum of the Income of tenants occuplng such units, except
with respect to tenants occupying dwel11ng
units on which the Secretary has contracted
to make deeper subsidy payments who would
not be required to pay a rental of more than
25 percent of their income.
B. Recommendations: NRC supports the
principles and objectives of the Administration's proposals for simplification of the
many federal housing programs, but only if
the legislation Includes the recommendations
for a new flexible formula for subsidies, better Income-to-rent ratios, achievement of
economic integration, and all of the other
amendments described in these resolutions.
However, last year's b11l would have produced
inequities and presented serious roadblocks
to the effective functioning of these programs. While many of these objectionable
features were eliminated from this year's
bill, there are st11l some provisions that would
produce inequities and inadvertently block
effective implementation of our housing programs. Therefore, we are listing below some
of the features Which we recommend be removed from· this year's Bill. This includes
amendments to the proposed Administration
bill and other new legislation which are necessary: (a) to eliminate gaps and deficiencies
in our existing legislation; (b) to assure the
availability of housing to meet the needs of
people at all income levels with monthly
charges that they can afford; and (c) to
achieve economic Integration of assisted
housing with a freedom of choice for people
of all incomes to select where they want to
live.
(1) Rent Increases for Existing Tenants:

The most controversial part of last year's
BUl was. the . effort to impose new requirements on eXISting projects resUlting in subI;tantial Increases in rents or tenant contributions for present occupants under several programs. The Bill now requires rent
increases for families now liVing in those
public housing projects which will be assisted with annual contributions for operating subsidies. There would be a minimum
rental payment of 20% of Income (With a
maximum of 25%) from families living in
such projects. Many such families have been
paying less pursuant to thelncome-to-rent
ratios established by local housing authorities under previous legislation. The Administration proposes to make such rent in-

creases effective in two Increments--one-half
after the first year's review of family Income
and the other one-half after the second
year's review of family income.
People living in public housing projects
already built shOUld not be reqUired to pay
higher rents than those established under
earlier laws and regulations; otherwise, there
will be serious hardships for them. Such
rent increase for these people will adversely
affect their cost of liVing and reduce the
amount they have for necessary food, clothing, and other liVing requirements. Therefore, NHC opposes any attempt to increase
rents of existing tenants in public housing
projects.
The Senate Enacted Bill would continue
the same plans for rent Increases for existing
tenants as the Administration's Bill. This is
more fully explained under Part IV of this
Chapter.
(2) Determination of Income and Eligible
Deductions: The Administration's Bill re-

tains the allowable deductions for assisted
private housing, namely, $300 for each minor
child. In the 1970 Housing Act, Congress
realf1rmed and codified for the regular public housing the type of deductions that had
been typically available In such (a) an
amount equal to $300 for each dependent
and $300 for each secondary wage earner;
(b) 5% of gross family income or 10% in
the case of the elderly; (c) nonrecurring
income and Income of fUll time stUdents;
(d) medical expenses of the family which are
extraordinary; and (e) such further deductions as the Secretary allows in recognition
of unusual circumstances.
We recommend that these same criteria be
adopted for assisted prIvate housing programs-and for public housing receiving operating subsidies or under the new HomeownerShip Section--so that there are uniform criteria for both private and pUblic
housing receiving subsidy assistance. It is
necessary to have fall' standards of this
character for determining deductions in
computing family income in order to avoid
an unreasonable and unfair burden on low
Income famUles Who pay too much for housIng. Such a burden will result unless there
are exclusions from income which result in
a realistic determination of the amount of
income actually available to the family for
Its housing and other living expenses.
The Senate Enacted Bill adopts the NHC
recommendations In their entirety.
(3) Percentage of Income ReqUired Under
Assisted Housing Programs: The Adminis-

tration's Bill would retain the provisions requiring that 20 percent be spent for housing
under the homeownership program (Section
235, which would become Section 402). In
the case of the homeownershlp program,
the housing expenses shOUld be broadened
to include utility costs, repairs and maintenance. This would establish a uniform
criterion as to all housing which Is assisted
by interest subsidies. In the case of the assisted multi-family program, we recommend
that locally etablished rent-to-income schedules be established and that no family be
required to pay more than 25 percent of
its income for housing. The houslng-payment-to-income ratios In a local project (or
local program) must average at least 20
percent.
In the case of multi-family housing, there
should be both a minimum percentage of Income paid for housing (up to the maximum
established charge) and a maximum percentage of family income to be spent for
housing. The establishment of a maximum
would apply the same criterion to assisted
private housing that has been adopted in
the Housing and Urban Development Act of
1970 for pUblic housing, known as the Brooke
Amendment. This provides that tenants in
public housing are not to pay more than 25
percent of their income for housing and that
adequate subsIdies are to be provIded to
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aChieve this obJective. We reconmlend that
a like percentage be established as a maximum In privateiy assisted housing. This is
a sound principle which should be uniformly
applied to all housing receiving subsidy assistance. It aVOids the undue hardship that
has resulted under existing programs where
some famllies are payIng too higll a proportion of income for housing expense.
The Senate Enacted Bill would continue
the same houslng-payment-to-Income ratios
as the Administration's Bill.
As to the maximum percentage of income
to be spent for housing, the Senate Enacted
Bill would adopt the NHC recommendations
in part as explained under SUbparagraph (i)
above.
(4) Realistic Income Limits: As a matter
of principle we would recommend that there
be no Income limits for admission to assisted housing but that each family or person be reqUired to pay a locally established
ratio of Income for total housing expense. If.
as a pragmatic matter, It Is necessary to Include an income limit in order to obtain legislative authorizations and funding fOl' subsidies to assist housing, we recommend a
formula for Income limits which will eliminate gaps in our present housing programs.
The present maximum Income limits leave
areas of unmet needs for the Income limits
are unrealistic. They fail to reach many who
cannot afford adequate housing Without the
aid of some subsidy. We recommend the following program relating to realistic Income
limits and the achievement of economIc integration:
(a) There would be an income limit, for
80% of the dwelling units, which would be
both realistic and simple. It would be the
median Income In the area, with authority
In the Secretary to exceed the median by the
amount required In order to meet the housing needs of the locality based on Its income
and cost factors.
(b) There would be no income limit
for 20% of the units, In order to achieve economic integration and enable the housing
developments to serve a cross-section of income groups.
(c) Instead of the present SUbsidy formulae
which result in gaps and areas of unlllet need
and which preclude achieving economic integration, we recommend the subsidy formula described in the next paragraph.
The Senate Enacted Bill would eliminate
many of the gaps which currently exist in
the SUbsidy program and Which would be
continued under the Administration's Bill.
However, under the Senate Committee Blll,
a gap would still exist as no Interest assistance can be paid for any family with an Income above 90% of the median, even though
25% of its Income did not equal the market rent. Such famllles cannot afford housing
at an unsubsldlzed rent, so their housing
needs would not be met under the senate
Committee Bill.
(5) Adequate and Flexible Subsidy Formula to Meet All Needs and Ach.ieve Economic Integration. There would be a fiexi-

ble subsidy formula which would eliminate
gaps In our housing program and assure
that there is suIDcient SUbsidy available to
meet the housing needs of people at different Income levels. Also, It would achieve
economic integration. The amount of subsidy
would be the amount reqUired to meet the
housing expenses remaining after the occupant pays a local established proportion
ot his income for the housing. The amount
of subSidy allocated for an assisted housing
development should be based upon making
dwelling units available to a cross section
of Income groups, as follows:
(a) Up to 20% for occupancy by families
or persons whose incomes are much the maximum income limits and who require subsidies at or above the amounts which have
been available for rent supplements and public housing. Based on their locally established
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rent'-to-inCOll1e payments· for. housing,this
group would be eligible for a subsidy in the
amount required to meet .the remaining
amount of housing expenses. To the extent
needed, this would cover the principal and
Interest payments on the mortgage· and a
part of the operating expenses.
(b) Up to 20% for occupancy by families
or persons whose Incomes are above the maximum Income limit. We propose a subsidy Incentive for such families to live In an assisted
housing development wIth famllles of lower
incomes. For this group, there would be a
subsidy of 2%. At today's market Interest
rate, theSe people would pay an effective Interest rate of 5%, plUS the 'h of 1 % FHA premium. People In this group would make the
locally establlshed housing payment up to a
"maXimum establlshed charge" which would
reflect the subsidy of 2 % .
(c) The remainder for occupancy by families or persons who are at or below the median
or high income limit esta.bllshed by the Secretary and who require subsidies In the form
of interest assistance. Based on the locally
established rent-to-Income payment for
housing, this group would be ellglble for a
subsidy In the amount required to meet the
ren,ainlng amount of housing expenses. TO
the extent needed, thIs would cover all of
their interest and the FHA Insurance premium. According to their varying needs, these
people would pay a monthly charge ranging
from 0% interest (wIth no FHA Insurance
premium) up to the maximum establIshed
charge which would refiect a 2% subsidy.
There would be a periodic re-examination
of income only for occupants who are paying
less than the maximum established charge.
If their Income increased, they would make
housing payments on the larger income but
not more than the maximum established
charge. With such a charge which refiects
a 2% SUbsidy and an effective current interest rate of 5%, there would be an Incentive
for residents to remain in the housing community even though their incomes Increased.
As a matter of public policy, this is vitally
Important In order to achieve greater stabUlty
In housing communities and to maintain
their economic integration. If people feel that
they are permanent residents of a housing
development, they wlll take better care of it.
The foregoing program would achieve economic integration and more wholesome housIng communities. In each housing development or subdivision there would be a crosssection of families at different Income levels
because Income limits would not apply to
those who are not receiving assistance. TIlls
would avoid the past undesirable condition
where families were segregated within narrow Income segment. In such cases there was
a predominance of lower income and excessively depressed people living In a housing
development which was stigmatized and isolated from the community. Through the
achievement of a balanced popUlation in a
cammunity-Includlng middle income people
with those of moderate and low Incomes-we
can achieve more wholesome and stable communities. By serving a broader segment of the
market through economic integration a housIng development wUl be better able to achieve
racial integration. Middle and moderate income famllles will help to provide leadership
and status for the community. With housing
in each development available for a crosssection of Income groups and a broader market, we can offer freedom of choice to people
of all Incomes to select where they want to
llve.
In prescribing requirements wIth respect to
tenant eUgibllity and rents under 502, the
Senate Enacted Bill specifically provides that
the Secretary shall seek to assure, Insofar as
practical, that In each assisted project, there
is a reasonable range in the Income l1mlts of
tenants. (Section 502 (e) ). The followIng provisions are included In that Blll to implement
this economic integration objective:

(a) The senate Enacted Bill makes it clear
that the Secretary is authorized· to insure a
mortgage under Section 602 which Is to be
occupied primarily by those who are tenants
of lOW-income at the time of Initial occupancy (Section 502 (i». This clearly recognizes the el1glb1l1ty for occupancy of people
above the Income lim1ts applicable to those
who are to receive a.sslstance. This will help
to achieve the NRC objective that 20 percent
of the units should be occupIed by people
above the income limits applicable to those
who receive assistance.
(b) The Senate Enacted Bill authorizes interest a.sslstance In an amount sUfiiclent to
reduce the basic rental charge to the level
that would be appl1cable under a mortgage
with an interest rate of I % per annum. This
Is the Income group which would occupy 60
percent of the units under the economic Integration program NHC recommends.
(c) With respect to 20 percent of the units
In any project, the Senate Enacted Bill authorizes the Secretary_ to contract to make
additional assistance payments for tenants
whose InCOllles are too low for them to afford
the ba.sic rerutals with 25 percent of their
incomes. This additional· assistance payment
would be the amount reqUired to reduce the
rental payment by such tenants to 25 percent
of their income (In no case Is their rental
payment to be reduced below· an amount
equal to the utlllty cost attributable to the
unit occupied by such tenants).
.
(Note: The existing rent supplement program requires that tenants pay at least 30%
of the basic rental charge regardless of their
Income. Therefore, NRC is pleased that the
Senate enacted b11l would lower this requirement to the cost of ut1l1tles Unless the secretary determines that the cost of ut1l1t1es
would result in undue hardship because of
unusually high utll1ty costs.)
However, the Secretary has authority to
either reduce or increase the requirement
that 20 percent of the units be occupied by
such lower income fam1l1es if he determines
that such action is feasible to achieve the
economic Viabillty of the project and the
economic integration objective stated in the
BU!. There is a further proviso that no less
than one half of the units With respect to
Which such additional assistance payments
are made shall be occupied by very low income tenants-they are defined as those
whose incomes do not exceed 50 percent of
the median income for the area.
(6) Contract Commitments and Reserves
for Subsidy. The federal government should

make an overall dollar commitment of contract authority for subsidy which would take
Into account the anticipated need based on
a project wIth a cross-section of Income
groups ranging from the low to those who
pay the maXimum established charge. By
serving a broader segment of the market,
housing developments should be programmed
with subsidies to serve the. anticipated income distribution within a housing development. In most cases, the actual dollar amount
of subsidies to be committed to a particular
project may be less than the amounts committed Under present programs. The past
practice of committing maXimum subsidies
has resulted In unused contract authority
because the commitment was based upon the
maximum amount ne.eded for everyone. Last
year, the Senate Committee recognized the
undeslrabll1ty of pursuing this practice.
Under the proposed program, the commitment of contract authority would be based
on the estimated need based on serving a
cross section of income groups. There. shOUld
be a national reserve of a reasonable amount
of contract authority for commitment to
meet over-runs in SUbsidies above the estimates. This reserve would be only afractlon
of the amount of unused authority under
the present system where all commitments
anticipate a maxlrinun subsidy for everyone.
The Senate Enacted Bill does not adopt

tb1sNHC recommendatloll.Bowever,: itd0e8
provIde for an operating subsidy lfJi.eeded to
meet future Increases In the operating expenses of mUltifamUy housing assisted under Section 502.
(7) Realistic Mortga.ge and Construction
Limits. We recommend the elim1natlon of

dollar limits on mortgages and construction
costs, by establishing a fiexible formula for
the Secretary to determine such limits based
on cost factors prevalent In the community.
The ·1970 Housing Act prOVided this amendment In the publ1c housing program. It provided that prototype costs should be determined by the Secretary on the basis of his
estimate of construction and equipment costs
of ·new dwelllng units In the area. The law
prOVided that the prototype costs should take
into account the extra durab1l1ty reqUired
for economical maintenance of housing and
the provision of amenities designed to guarantee safe and healthy family life and neighborhood environment. Further, It·provided
that in developing such prototypes, empha.sls
should be given to encouraging good design
as an essential component of 'such housing
and to provide hoUsing which wlll be of such
quallty as to reflect the architectural standards of the neighborhood and conununlty.
We recommend this program for private and
publlc housing· but with the mortgage
amount:to be increased to 125% (Instead of
the 110% proposed by the Administration)
of dweIIlng construction costs on assisted
housing-or 200% of dwelling construction
costs for unassisted housing-pius nondwelling construction items and the full market
price for sites which are zoned and suitable
for such housing.
.
The Senate Enacted Bill would provide a.
satisfactory definition of the. required prototype quallty. WhUe NHC recommended
an Increase from the 110% of prototype
llmits (which is the limit In the Administration's Bill) to 125%, the Senate Enacted Bill
provides for an increase in the mortgage
amount to 120 percent of the prototype for
assisted housing.
(8) Orderly Transition To New Programs.

With the consolidation of housing programs
and new formulas as to income limits, subsidles,cost limits and other matters, we
emphasize the urgent need to continue operations and housing production under the
existing laws. During the toollng up period
under the new legislation, and until the new
programs become fully effective and operational, all existing programs should continue so that there wUl be ·no -Interruption
in HUD operations in view of the need for
a higher level of production during the coming years. The Senate Enacted Bill adopts
this NHC recommendation. It prOVides that
the revised National Housing Act shall be
effective in whole or in part a.t such times
as the Secretary shall prescribe. Moreover,
the Secretary is to establish procedures for
the orderly transfer of mortgage insurance
operations from the authority of the present
National Housing Act to the Revised National.
Housing Act, In order to assure continuity
of program actiVity and prOVide an opportunity for necessary administrative or legIslative revisions.
(9) Disposition Of Low Rent Public Housing and Secretary-Held Projects to Its Residents. We support the proposed legislation

authorizing the disposition of low-rent public housing for ownership by the residents
and other low-income famUies. An amend"
ment Is necessary to provide for necessary
repairs and improvements In publlc housing
before its disposition. Low Income families
should not take over housing which needs
such repairs. and improvements to make it
suitable for their ownership. Supplemental
loans should be avallable to provide for this
additional work, together with prepaid expenses and the costs Involved in achieving
homeownership by low Income famUles; also,
supplemental annual contributions should
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be authorized to cover the debt service on
such supplemental loans from the Secretary
or others. Without the recommended
changes, the proposed provisions in the Act
would not achieve the contemplated objective of cooperative and other homeownerShip by residents of pUblic, housing and
other low income famUles.
We recommend a clarifying amendment to
continue the annual contributions and the
outstanding local authority bonds-which
generally bear very low interest rates-upon
disposition of public housing for cooperative
ownership in order to permit the achievement of monthly charges which the low income residents can afford. The proposed
legislation shOUld be amended to provide
that the interest rate on the purchase money
mortgage of the cooperative should be the
rate on the public housing agency's bonds
on the project which will continue to be
outstanding, with a continued pledge of the
Federal annual contributions to maintain
the low-income character of the project-inclUding a program to encourage its economic
integration. With low income families and
fixed annual contributions, it is not feasible
for the cooperative purchaser of public housing to pay the higher interest rate which
would be applicable under the formula in
the Administration's Bill. In sales to nonprofit cooperatiVes, the mortgage should be
ina principal sum equal to the unpaid balance on the public housing agency's principal debt on the project, together with the
amount of the supplemental loan for necessary repairs ,and improvements. prepaid
expenses and costs involved in achieVing cooperative ownership. Aiso, supplemental annual contributions should be authorized to
cover the debt service on such supplemental
loans.
The Senate Enacted Bill provides for disposition of public housing projects to residents in accordance with the NHC recommendations as described above. The Bill does
not, however, provide for disposition of Secretary-held property to cooperative ownership by its residents.
An additional amendment simllar to the
amendment described above for disposition
of public housing projects is needed to continue the secretary's authority to dispose of
Secretary-held projects for cooperative ownership. There has been an increasing number
of rental. projects acquired by the Secretary
as a result of defaults. Experience shows that
these projects, when properly rehabUitated,
can be, made successful under cooperative
ownership, since the residents then have a
stake in, the community which they own.
The Secretary's most recent disposition of
a project for cooperative ownership involved
a formula and procedure simUar to What we
are recommending, namely that the cooperative would give a purchase money mortgage
to the Secretary in a principal amount equal
to the appraised value of the property, as
rehabUltated, for continued use as a cooperative (as defined in the Senate Enacted
Bill) plUS the costs involved in achieving cooperative ownership and the amount of prepaid expenses.
(10) Necessary Continuance 0/ Existing
Laws and Equal Treatment lor Cooperatives.

There are several amendments required to retain provisionS in existing laws which were
found necessary as a result of past experience.
There are real, distinctions between programs.Whlch result from their essential differences and needs. Where existing laws
recOgnize the need for special provisions
adapted to, the special requirements of a program; these provisions should be continUed.
The following examples are cited in the field
of cooperatives:
(a) The proposed leglslation shOUld clarify
the two types of cooperatives which have
always ',' existed under the cooperative program: namely. pnewhich is a managementtype project~w~ere, permanent occupancy is

restricted to members of the cooperative; and
the second which is a sales-type cooperative
where the individual units are to be sold to
purchasers eligible for mortgage insurance
and assistance. However, in the latter case,
certain special safeguards should be prOVided,
including the requirement for consumeroriented sponsorship of the cooperative and
for community faclllties which the cooperative wouid continue to provide for the owners
of the individual dwemng units.
(b) The provisions of existing law should
be retained which allow a project to be initiated by an investor-sponsor for sale to a
cooperative pursuant to a dual commitment
which provides for a 90% mortgage to the
investor-sponsor and the higher allowable
mortgage to the cooperative upon Its acqUisition of title. The Secretary should impose such requirements on investor-sponsors
as are necessary to assure that the consumer
interest is protected.
(c) Likewise, in the proposed legislation,
it is necessary to assure that there is at least
equal treatment for cooperative homeownership as compared with Individual ownership.
ThUS, in the case of single family homes
there can be 100% mortgages when the
amount does not exceed $20,000.00 per unit.
The same privilege shOUld be accorded to
cooperatives when the average housing cost
does not exceed $20,000.00 per unit. As to
the replacement cost in excess of $20,000.00,
the mortgage amount would be limited to 97
per centum of such excess. This amendment
would continue to meet the recognized need
for these percentages on cooperative mortgages and would retain similar long-standing
provisions of existing law.
In addition to the above, an amendment is
needed to assure that unsubsidlzed projects
bUilt under Section 501, with mortgage limits
that conform to the lower amounts applicable
to subsidized projects, wlll have 100%
mortgages. This wlll allow the continuation
of the Section 221(d) (3) market rate
program.
'
(d) For more than 10 years-and again in
the 1969 Act-Congress has recognized that
while the normal formula of appraised value
is appropriate on eXisting properties operated
as profit-making rental projects, it is entirely
inappropriate and unworkable for existing
projects which are to be owned and operated
on a nonprofit basis. In the case of a profit
making rental project, it is feasible to have
an appraisal formula which includes a capitalization of net income. However, there is
no net income on a nonprofit or cooperative
ownerShip project where the charges reflect
the nonprofit objective. Congress recognized
this and other differences in the factors involved in nonprofit projects and cooperatives,
so it prescribed a workable appraisal formula
for existing projects being acquired for cooperative or other nonprofit ownership. This
formula has been tried and tested, and it
Should be retained.
(e) The 1968 Housing and Urban Development Act included cooperatives under both
sections 236 for rental and cooperative housing and Section 235 for homeownership for
lower income families; also, Section 213 covers both management-type and sales-type
cooperatives. However, in last year's Administration b1ll, cooperatives were limited to
the management-type. It is important for
cooperatives to continue to have statutory
authorizations which cover both types of cooperative programs. In the case of condominiums, a project would obtain mortgage insurance under Section 501, with purchasers of
the housing obtaining mortgage insurance
and assistance under sections 4Dl and 402.
We recommend the same program for salestype cooperatives where the individual dwellings sold to purchasers would get mortgage
insurance under Section 401 when unassisted
and under 402 when assisted, based upon Individual mortgages which do not exceed the
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unpaid balance of the blanket mortgage applicable to the individual dwelllng.
(f) In the 1968 Housing Act, Congress specifically recognized the desirablllty of permitting the conversion of assisted rental
projects to resident owned cooperatives.
Thus, Sections 221 (j) and 236(j) (3) permit
such a conversion. In further recognition of
this concept, Congress provided in the Tax
Reform Act of 1969 (Section 1039 of the
Code) for deferral of gain upon the sale by a
limited distribution project financed under
Sections 221 (d) (3) or 236 to a cooperative
or other nonprofit corporation. Because many
owners of Sections 221 (d) (3) and 236 projects
have been expecting to sell their rental projects to cooperative or other nonprofit corporations, provisions must be made to 'continue
these existing laws prOViding for such sales.
The Senate Enacted Bill adopts the above
NHC recOmmendations With some modifications and omissions.
(11) NeceSSity 0/ Retaining Profit and Risk
Allowances (BSPRA). Whlle the proposed BJll

provides BSPRA for Section 502 projects, it
should be amended to continue this profit
and risk allowance (BSPRA) of 10% Of estimated project costs. Since 1956, the housing
laws have directed that FHA include such an
allowance in its estinlate of replacement cost
on certain mUlti-family projects. This policy
is necessary to attract developers of multifamily housing; also to aChieve the objectives
of the National Housing Partnerships.
There is a proviso In existing legislation
that HUn could adopt a regulation prescribing a lesser percentage If it determined and
certified that this 10% allowance was unreasonable. However, no such determination
has been made dUring the past 14 years.
Moreover, Congress has five times re-enacted
and extended the 1956 provisions to cover
other multifamily housing programs where
the mortgage amounts are based on replacement cost. Thus. there has been a oontinulng
CongreSSional recognition of the need fO!
such a Uniform allowance in these mUltifamily housing programs. This profit and risk
allowance shoUld be retained.
It is especially important that cooperatives
and other non-profit mortgagors receive
BSPRA as this is necessary to avoid discouraging or discriminating against the construction of cooperative and other non-profit projects. In the case of the consumer cooperatives Where there is no identity of interest
With the developers, the ProPOsed profit and
risk allowance in the replacement cost becomes a part of the lump-sum construction
price or payment to the sponsor and covers
risks imposed on the developer and Sponsor
to protect the purchasing-coopeTlltive members, including protection agalnst any increase that occurs in development costs after
members have purchased their units.
The Senate Enacted Bill adopts the above
NRC recommendation With some modification.
(12) Cost Certification and lndustralized
Housing. An amendment is necessary in the
cost certification provisions to cover cases
Where factory-manUfactured houses or major housing components are furnished by a
SUbcontractor or supplier having an identity
of interest with the mortgagor or bUilder. In
such cases, it Is not feasible to have a certification covering the costs involved in the
factory production of such houses or housing
components. Accordingly, the cost certification should prOVide for an allowance representing the Secretary's estimllte-at the time
of the issuance of the commitment---of the
value of such manUfactured housing or
major hOUSing components. We recommend
SUchan amendment, which will help achieve
the objectives of Operation Breakthrough.
The Senate Enacted Bill would proYide for
such an allowance as recommended by NHC.
We also recommend amendments to retain
provisions' of existing law regarding cost
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certification. There have been suce_ful ex- Insure that the assistance funds would be cost .formula· to determlne'ma.xInlum··cOsts
of pubUchouslng, whIoh would be continued.
perience and efl'ectlve admlD1stration under returned later for future use If needed.
(15) Housing For Elderly. There are special
The Senate Enacted BUZ would provide for
these provisions for many years. It Is necessary to continue these provisiOns and avoid provisions in the Senate Enacted Bill re- slmllal' fiexible development costs.
(11) Federal AnnUal Contributions-There
uncertainties regarding the manner In which lating to assistance payments on units occucost certification Is handled. We are opposed pied by the elderly including the following: would be a separation between the authoriza(A) Not less than 15% nor more than 25% tion to provide annual contributions for debt
to repealing well-established statutory rules
and granting broad administrative discretion of the total amount of contracts for assist- service requirements and the authorization
ance
payments authorized to be made after to provide an operating SUbsidy. The ma:dwhich will create doubts and uncertainties
that could adversely afl'ect housing produc- June 30, 1973, shall be available for use only mum annual contributions for debt service
with respect to projects which are planned requirements would be the annual amount
tion.
The Senate Enacted Bill would retain pro- in whole or in part for occupancy by the of principal and Interest payable on obligations issued by a pUblic housing agency to
visions in existing law regarding cost certi- elderly.
(B) of the amount stated In the preceding finance the development or acquisition of
fication as recommended by NHC, with some
clause (A), not less than 30% (Which may the project involved. The present maximum
modifications.
be reduced by the Secretary to 15% if neces- limit on the rate of annual contributions
(13) Continuity oj Programs Under State
suy
to assure the viability of the elderly for both debt service and operating SUbsidy
anCZ Federal Laws.-Many state laws provide
housing
program) shall be available for use requirements-the going Federal rate plus
for higher ratio loans by banks and financial
Institutions when a mortgage Is Insured by only with respect to integrated projects. As two percent times the capital cost of the
FHA under the National Housing Act. We rec- applied to an elderly project, this term means project Involved-would be eliminated. Also
ommend an amendment which would assure a project In which not less than 10% nor ellminated would be the autllorization to
that loans Insured under the proposed Act more than 50% of the dwelUngs are planned pay an additional annual subsidy of up to
would be regarded as loans Insured by FHA for occupancy by the elderly. (Section 502 $120 per dwelling unit occupied by an elderly
or handicapped family, a displaced family, a
under the National Housing Act so they wlll (h)(2» .
(0) Additional assistance payments (deeper very large family, or a family of unusually
continue to be eligible for the higher ratio
subsidy)
may
be
made
with
respect
to
no
low income. The Administration states that
loan under state law.
The Tax Reform Act of 1969 provides cer- more than 60% of the units In any project these special category subsidies are no longer
tain tax Incentives relating to the construc- In which all or substantially all of the dwell- required In view of the new operating subsidy provisions.
tion and sale of limited-distribution projects Ings are occupied by the elderly.
(D) There Is to be an Assistant Secretary
There would be a separate authorization
under Section 221(d) (3) and 236. We recommend an amendment which would assure for Housing for the Elderly who wlll be re- for the secretary to make annual contributhat comparable projects under the proposed sponsible for administering assistance in be- tions to pUblic housing agencies for the opAct would be eligible for these tax Incentives. half of the elderly. (This amendment was eration of lOW-Income housing projects (Including low Income housing in private
We recommend another amendment which adopted by the Senate).
NHC supports these additional provisions accommodations which would inclUde an
would make other changes In federal statutory references which identify FHA pro- to Improve housing for the elderly. However, operating SUbsidy). The contribution payable
grams by numbers which will no longer be a NHC questions the need for the mandatory annually under this section could not exrequirement in clause (B), While we agree ceed amounts Which the Secretary deterpart of the proposed Act.
The Senate Enacted Bill does not specifi- that law should permit bUildings for the mines are reqUired (a) to assure the low incally prOVide for the above three NHC recom- elderly to be located In the same neighbor- come character of the projects Involved and
hood with younger people, we question the (b) to achieve adequate operating services.
mendations.
wisdom of intermingling the elderly In the The secretary wouid be authorized to embody
(14) Amendment to Avoid Over-Utilization
oj Contract Authority jor Assistance Under same bUllding with families who have young the provisions for annual contributions for
operating subsidy in a contract guaranteeSection 502. The House and Senate Commit- children.
NHC recommends the same definition of ing their payments.
tees "lave previously questioned the manner
The Senate Enacted Bill contains substanIn which HUD determines the amount to be the "elderly" Intlle assisted private hOUsing
charged against contract authority for as- as the Senate EnacteCZ Bill provides for pUb- tially the same annual Contributions prOVisisted projects because this has resulted in lic housing namely, famil1es whose heads (or sions.
The Senate Enacted Bill lidded a proVision
an over-utlllzation of contract authority and, tllelr spouses) or whose sole members are at
which would allow public housing projects
therefore, a decrease In the number of fami- least fifty years of age.
(16)
Oounseling
and
Tenant
Services.
The
to
pay the equivalent Of full property taxes.
lies that can be assisted. With a program like
the one in the Senate Committee Bill to Senate Committee Report explains the pro- Full property tax payments for existing projprovide necessary additional assistance to visions on counseling and tenant services as ects would be phased over a ten year period.
HUD has the right to reduce the payment of
cover future Increases In taxes or other oper- follows:
Counseling
the eqUivalent of a fUll local property tax
ating expenses, this problem becomes more
The Committee prOVides that homeowner- If It is conside1'ed unreasonably high.
critical, as It is desirable to avoid a set-aside
The Senate Enacted Bfll would Incr81lBe the
of contract authority for this purpose--whlch ship counseling and tenant services will be
would reduce the number of units to be funded only from Section 106 (of the 1968 maximum authOi'Izatlon of contracts for operating
subsidies (as described above) from
Act) appropriations. In the past some of
assisted.
NHC recommends an amendment which these programs have been funded under $200,000,000 per annum as prOVided by the
would accomplish both of these objectives. other sections of the National Housing Act, Administration's Bill to $335,000,000 per anAt the time of the establishment of the ini- but now it appears that all of the funding num. These amounts are included In the
tial expense level and the range In Income will come from tWs one section. Because of total authorization tor annual contribution
levels of tenants, the Secretary would be increased rella.nce on this program and the contracts.
(ill) Tenant Oontributions-The bill would
authorized to reduce the amount contract"..> Increased activity and emphasis on counselfor assistance payments to what was needed Ing and tenant services, It Is necessary to establiSh rental reqUirements for families
oocupying
dwelling units in a low income
to assure the economic Viability of the proj- sharply increase the amount of money for
ject. However, the contract would provide the 106 program. The Committee has accord- housing project assisted with operating subthat when additional assistance payments ingly increased the authorization from $5 sidies. Subject to the existing law requirement that a family's rental charge could not
are needed for the project sUbsequently- million to $60 million by fiscal 1974.
There is no Intention of llmlting the use exceed one-fourth of income, the family
due to an Increase In operating expenses or
a change In the Income levels of tenants- of such funds to homeownershlp counsel1ng would be reqUired to pay a rental of not less
the Secretary may amend the contract to or tenant services functions, and the Depart- than one-fifth of the family'S income, but
prOVide for the additional assistance pay- ment is ex~ected to continue to use this au- not to exceed a fair market rental charge
ments. These amendments to contracts would thority to stimulate housing production in determined on the basIs of operating the
project with payments of principal and inbe made from the amounts of contract au- the areas of greatest need and to stimUlate terest
which the pUblic housing agency Is
thority released through the reductions in creation and continued viability of self-help
obligated to pay oli the capital cost of the
contract authority after the initial expense groups capable of producing housing.
The Senate EnacteCZ Bill adopts NHC rec- project. In the Case of low-Income housing
level and tenant Income range are estabommendations. We are gratified that the in private accommodations, the fair market
lished.
All reductions In contract authority would Committee has increased the authorization rental charge would be· the rental which
be set aside in a national reserve for later to $60 Mlllion for fiscal 1974 and broadened the owner receives for the dwelling unit plUS
use on amendatory contracts when needed the scope of counsellng and tenant services the cost of utilities and necessary services
not inclUded in such rental. As to other
on any projects to cover increased operating in order to cover all assisted programs.
expenses or reduced Income due to a change IV. A. Major SUbstantive ch.anges anCZ NHC tenants In public housing, they would not
be
required to pay more than 25% of their
recommendations on pUblic hOllsing proIn the Income levels of tenants. Tenants."
Income under the Brooke Amendment.
grams
project owners and mortgagees would not
The Senate Enacted Bill would provide
sulfer from the proposed reduction In the
(a) The Administration's Blll contained SUbstantially the same rental requirements.
amount contracted for assistance payments, the following provisions:
(IV) The PubUc Housfng HomeowneTsh.ip
because these reductions In the outstanding
(I) Flexible Development Costs-The 1970
Program: Individual families or an associacontract commitments would be set aside to Housing Act provided a fiexlble development tion formed by them for their benefit would
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be permitted to purchase newly developed
housing as well as existing projects. A conveyance of the property to the prospective
homeowner would be made as soon as a
mortgage with the public housiEg agency
had been arranged. The maximum subsidy
would be the same as the debt service subsidy that is provided for publiC housing
rental projects which are not aided by an
operating SUbsidy-the amount of principal
and interest paid by the public housing
agencies on the mortgaged property. The
purchaser's contribution toward homeownership would be based on the same income
formula. as rental housing and would have
to be sufficient to cover utilities, taxes and
insurance.
The Senate Enacted Bi~l would provide substantially the same public housing homeownership program, but adopts NHC's recommendations relating to the disposition of
projects to cooperatives as described in subparagraph 9 of our recommendations under
Part III of this Chapter.
(b) The Senate Bill contains the provisions
on Public Housing described below. Under
each provision, we state the extent to which
NHC recommendations have been adopted
and our further recommendations.
The Senate Committee Report explains
the provisions on public housing in the Senate Enacted Blll as follows:
Introduction
Chapter II of the bill would amend the
United States Housing Act of 1937 to make
needed improvements in the public housing program. The bill would modify the subsidy provisions so as to establish separate
statutory limitations on the annual subsidy amounts which may be paid for capital
and operating costs. The blll would also
create a workable homeownership program
for low-income families who reside in public housing or are eligible for such housing.
The legislation also includes a number of
other changes designed to mal,e the public
housing program more effective and would
authorize additional funds for fiscal years
1973 and 1974.
Income limits and rents would continue
as under eXisting law to be fixed by the publio housing agency pursuant to State law,
except as otherwise prOVided In the case of
publio housing agencies which contract to
receive operating subsidies under section 9
of the revised Act. The rent fixed by a public housing agency could not exceed onefourth of the low-Income family'S income,
as under existing law. Income would be defined on the basis of a uniform definition of
income applicable to all housing programs.
In order to assure that all families with gross
incomes pay at least some rent, the minimum rent would be at least equal to the cost
of utilities for the dwelling unit. Occupancy
would be limited to famllles who at time of
entry are low income famllles. However, occupancy should, to the maximum extent possible, Inolude a cross-sedion of families having incomes within the low-Income range. At
least 20 percent of all new housing development would be occupied by very low Income
famUies, as defined by the Secretary. The
new occupancy requirements wlll provide an
opportunity for public housing agepcies to
regain a cross-section of low Income occupancy within their housing developments
which prevailed in the early history of the
program, but which is gradually being lost
particularly in the largest communities.
While it is expected that publlc housing w111
continue to give particular attention and
priority to very low income famllles, the
Committee expects that in the long run we
would have more housing developments
which are not occupIed solely by the ,ery
poor, but by a cross section of lower Income
households, representing a variety of houshold types. Experience has demonstrated
that a cross-section of occupany is an essential ingredient In creating economically viCXVIII--738-Part 9

able housing as well as a sound social enVironment.
It is recognized by the Committee that existing pUblic housing in many of our largest
cities has become a concentration of verv
poor families and often predominately of
faml11es receiving publlc assistance. The provisions of thIs Act make it possible to develop
new pUblic housing with a cross section of
low income famllles. At the same time, It Is
clear that steps must also be taken to alter
the occupancy In exIsting publlc housing to
achieve a similar cross-section of occupancy.
It Is the Intent of the Committee that the
Secretary of HUD take appropriate steps to
assist public housing agencies to achieve
this cross-section of occupancy In existing
public housing within a reasonable time
period.
Public Housing Subsidy Structure
The SUbsidy structure for the public housing program would be revised so as to provide a more effective statutory framework
for the new operating subsidy authorizations
enacted by congress in 1969 and 1970. The
Committee bill proposes to separate the debt
service and operating subsidy authorizations
and to establlsh separate statutory llmitatlons applicable to each category of assistance. EXisting law provIdes for a single statutory llmitatlon for both debt service and operating subsidy, with a maximum limit on
annual contributions based on the going
Federal rate plus two percent times the capital cost of the project involved. Operating
subsidY Is therefore available to a project
only to the extent, and only In amounts, that
the debt service requirements of a project
are less than the statutory maximum. This
means that the amount available for operating subsidy is dependent upon the financing
terms for development of a project-the locality which happens to finance the development of its projects at a time when more
favorable terms are available becomes ellgible for the greater operating subsidy. This
is undesirable from the standpoint of achievIng uniformity and equity In operating subsidy treatment and could result in the dIstortion of financing procedures.
Under the Committee's proposal, the limitation on the maximum amount of annual
contributions for debt service is the amount
needed for this purpose--i.e., the annual
amount of principal and interest payable on
obUgations issued by a publlc housing agency
to finance the project inVOlved. Consistent
With the amendments enacted In the 1970
Act, the maximum amount of annual contributions for operating subsidy would be
the annual amount needed to assure the lowin'Come charactcr of the project and to
aChieve and maintain adequate operating
and maintenance services and reserves. With
this change, the present authorization to
pay an additional annual SUbsidy of up to
$120 per dwelling unit occupied by a special
category family would no longer be required
and would be elimInated.
To assure that operating subsidy funds
are allocated faIrly and equitably, the bill
would require any locality which receives
such funds to establlsh minimum rental
requirements. Action on this matter was deferred in connection With the 1970 legislation to permit further consideration as to
what the Income contribution ratio shOUld
be. The Committee took into consideration
the prevalllng practices in the public housing
program, resUlting from the strong local autonomy In the establishment of rental schedules, cf varying rent-to-income ratios. depending on local conditions and family
characteristics. ACC·Jrdingly, the bill prOVides
for a certain minimum rental Income calculated not on an indivIdual unIt basis bt:t on
the basis of the total number of U!1its u~'.dcr
a public agency's adminIstration. The total
relltals collected for all U!lits would be reqUired to be at least equal to 20 percent of
the total incomes of all families ill these
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units. The particular rent for each unit could
be determined by the local agency sUbject
only to the maximum rent of one-fourth of
family Incomes and the minimum rent of the
cost of utilities.
Under the bill, any increases in rentals
would be implemented in two stages: aIter
the legislation has been operative for one
year, one-half of the total amount of the reqUired increase would be Imposed when the
first biennial review of Income takes place;
the full rental charge would be effective as
of the next review of family Income.
Locallties which do not receive operating
subsidy funds would not be SUbject to this
Income contribution requirement and would
contInue to fix their own rents, subject to
Hoo's approval. All localities would continue
to be subject to the requirement that rents
may not exceed 25 percent of :famlly income-or be less than th"l cost of utilities.
The Senate Enacted Bill has adopted most
of NRC's recommendations concerning the
public housing formula, Including the following:
1. To separate the debt service and operating subsidy authorizations and establish
separate limitations applicable to each.
2. To "lliminate the present maximum limit
on annual contributions based on the going
Federal rate plus two perccnt times the
capital cost of the project. Instead.
(a) the limitation on the maximum
amount of annual contributions for debt
service is the amount needed to pay the
principal and interest on the obligations is~
sued by a public agency to finance the project involved; and
(b) the llmltation on the annual contributions for operating subsidy Is the annual
amount needed to achieve and maintain
adequate operating and maintenance services and reserves.
3. To improve the provisions in last yenr's
Bill-which required any locality that received operating subsidies to establish minimum rental reqUirements-that NHC felt
were overly burdensome. This has been corrected in this year's Blll to take Into account
the prevalllng practices In the public housing program reSUlting from local autonomy
in the establishment of rental schedules and
va.rying rcnt-to-income ratios depending on
local conditions. The Senate Committee Bill
now provides for a minimum rental calculation which is not based on each individual
unit, but is based on the total number of
t:!lits under a public agency's administration. The total rentals collected from all the
u~lits are required to be at least equal to 20
percellt of the total income of all the families in those units. The local agency can determine the partiCUlar rent for each unit,
SUbject to the requirement that there Is
to be a maximum rent of 25 percent of family Income and a minimum rent representing the cost of the utilities. (Unless the requirement to pay the utilities cost would
result In undue hardship in an area because
of its unusually high utlllty costs.) Note:
Under current law, it is possible for some
families to pay nothing.
4. To provide--as to localities which do
not recell'e operating subsidies-that they
would not be subject to the income-contributio:~ requirement described In the preeeding
paragraph. In such cases, the locai public
ag;encies could continue to fix theIr own
rents subject to HUD's approval. However,
tr..ese localities would continue to be subject to the requirement that rents may not
exc"led 25 percent of family income or be less
than the cest of utlllties. (Unless the requirement to pay the utilities cost would
result in undue hardship in an area because
of its unusually high utUity costs).
:NnC recommends an amendment to the
SEnate Enacted Bill Wllich would carry out
the recommendation in the Senate Committee Report:
"That in the future public assistance authorities would prOVide that In those cases

wbere 25 percent of a. public assistance tenant's income does not cover operating costs
of a public bousing unit, tbat payments to
cover sucb a difference can be made by a
public welfare agency directly to a. local bousing authority."
We believe that this matter Is of such major importance that it ought to be included
as part of the law, in order to induce public
welfare agencies to take the necessary measure to implement the program. Accordingly,
the Senate Enacted Bill sbould be amended
specifically to provide that in those cases
where 25 percent of a public assistance tenant's income does not cover operating costs,
the public welfare agency will make a payment directly to the public housing agency
to cover the difference between the amount
paid by the tenant and tbe operating costs
of the housing unit involved.
The Senate Enacted Bill did not accept
NHC's recommendation that there be no increases in rental of tenants now living in
public housing. Instead, it prOVides that in
cases where a public agency receives operating subsidies and is required to meet the new
income-contribu Uon requirement (described
in 3 above), the increases in rental would
be implemented in two stages: one-half at
the time when the first biennial review of income takes place after the passage of the new
law; and the second one-half when the next
review of famlly income takes place.
Income limits for eligibil1ty
As under existing law, income limits for
admission to publ1c housing would be fixed
by public housing agencies, SUbject to HUD
approval. However, the proposed b11l would
delete the existing requirement that a. public
housing famlly must move if its income increases beyond the income limits for continued occupancy established by a. public
housing agency. This requirement has proved
to be undesirable from the standpoint of
achieving an economic mix of famil1es in
housing' developments and has contributed
to famUy insecurity and instab11ity. • • •
The new law would remove the 20 percent
gap requirement which, under existing law,
requires that there be a 20 percent gap between upper rental limits for admission into
a project and the lowest rentals for standard
private housing in this area.
This provision of the Senate Enacted Bill
adopts NHC's recommendation and helps to
contribute to NHO's objective to achieve
more economic integration in public housing. This Senate Committee B1ll provision
adopts the NHC recommendation to eliminate the 20% gap.

year 1974 of $300 mUlion Is intended for new
contracts for public housing.
It is recognized that the reduction of rents
for famllies in public housing receiving pUblic assistance to 25 percent of their incomes,
as reqUired by the 1971 Emergency Housing
Act, means that additionai housing subsidies
will be utllized to offset inadequate welfare
subsistence bUdgets provided in many States.
There is continuing inequity in many respects relating to the way in which housing
assistance relates to welfare assistance. It Is
the opinion of the Oommittee that housing
subsidy shouid only have to be utilized to
cover the capital cost of public housing development for famllles receiving public assistance; and that public welfare assistance
shouid cover the operating expenses for a
housing unit. Therefore, it Is the hope of the
Committee that in the future pUblic assistance authorities would provide that in those
cases where 25 percent of a public assistance
tenant's income does not cover operating
costs of a public housing unit, that payments
to cover, such a difference can be made by a
publlc welfare agency directly to a local
housing authority.
These provisions of the Senate Enacted Bill
adopt the following recommendations:
1. To increase to $335 mlllion the annual
ceiling set on contributions for operating
subsidies for public housing.
2. To provide sufficient operating subsidies
within this total figure to achieve and maintain adequate operating and maintenance
subsidies and reserve funds, while maintainIng the low rent character of public housing
developments. The effect of this is to consolidate all previous contributions for operating subsidies including various special
subsidies.
3. To inclUde specific authorizations for an
increase in the contract authority for annual
contributions. The $300 million increase' on
JUly I, 1972 (for fiscal 1973) Includes $150
mUlion which is intended for new contracts
for public housing and $150 m1l1ion for subsidies for new contracts for public housing.
The new $300 million authorization for fiscal
1974 is all intended for new contracts for
public housing. NHC continues to recommend that the authorization for fiscal 1973
should be $50 m1l1ion more than the amount
in the Senate Committee Blll and $100 million more for fiscal 1974.
Cost Limits for Public Housing Dwelllng
Units
The Housing and Urban Development Act
of 1970 established flexible cost ceilings for
public housing dwelllng units, replacing the
Authorization
statutory dollar limits on construction costs
Authorizations would be increased by $300 per room. Under existing law, dwelling unit
m1llion on July I, 1972 and by $300 million construction costs for the public bousing
program, excluding the cost of land. site
on July I, 1973.
The authorization for annual contribu- improvements, and nondwelling facilities,
tions provided for fiscal year 1973 includes cannot exceed by more than 10 percent the
an additional $150 m1llion, as requested by appropriate prototype construction cost in
the Administration, and an additional $150 the same housing cost area, as determined
m11lion in new contract authority for oper- by the Secretary, taking several factors Into
ating subsidies. An annual ce11ing of 335 account. These procedures have worked well
m11lion dollars has been set on contributions and the Oommittee has retained them.
for operations of publ1c housing agencies.
Where lOW-income housing is provided in
Within this total figure, contributions may private accommodations under the leasing
be provided by the Secretary of HUD to en- program, certain changes are necessary to
able local public housing agencies to achieve make this program workable in some areas of
and maintain adequate operating and main- the country. The Senate Enacted BUl contains
tenance services and reserve funds, while the provision that such accommodations
maintaining the low-income character of must not cost more than housing projects
their development, as prOVided in the 1969 assisted under other pUblic housing proand 1970 Housing and Urban Deveiopment grams. In some areas the allowable costs are
Acts. This latter authorization covers several too low When determined on the basis of
matters. First, the "weifare rent amendment" 110 percent of prototype construction costs
of the 1971 Housing Emergency Act has re- plus the amount HUD allows for land, site
sulted in income losses for public housing improvements and non-dwelllng facilities.
agencies of about $60 m1llion, not anticipated
in earlier authorizations. In addition, this Yet, in those same areas, the costs would be
present Act consolidates all previous contri- adequate if computed under the prototype
butions for operations, including special sub- formula applicable to assisted private houssidies for elderly, large and very low income ing under Section 502. In such cases, NHO
famllies, into one authorization. The new recommends that new public housing proauthorization of contract authority for fiscal vided in private accommodations should be

permitted at c:ostscomparable to those for
assisted private housing.
It should be noted that the public housing limitation differs from the prototype
mortgage limit applicable to assisted private
housing because that formula Is based upon
120% of prototype costs but it includes land,
site improvements and nondwelling facl1lties. These are excluded from the public
housing formula which is based on 110% of
the prototype for only the construction costs.
Homeownership for Low-Income Families
The proposed public housing homeownership program would permit public housing
tenants and lOW-income families eligible for
public housing, including cooperative or
nonprofit associations formed by or for the
benefit of aucb tenants or families, to purchase low-income housing. With the aid of
this new program, an indiVidual famlly
would be able to own its own home or a
dwelling unit within a multifamlly structure. An eligible cooperative or nonprofit
entity could own entire projects. Newly developed or acqUired housing, as well as existing authority-owned or leased housing now
operated as rental units could be purchased.
This would replace the program authorized
by the Congress in 1965 under section 15(9)
of the U.S. Housing Act which has not been
workable because the required monthly payments are beyond the financial means of
families of low income-in order to purchase
public housing units the purchaser's payment must be SUfficient to cover principal
and interest, in addition to utl1lties, taxes,
insurance, and maintenance.
The proposed homeownership legislation
would provide subsidy assistance up to the
full amount of the principal and interest
payable by the local housing agency on the
debt it has incurred in constructing or acquiring the property. The purchasing family
would be reqUired to contribute 20 percent
of its income to "monthly homeownership
expenses" (monthly amounts for principal
and interest, insurance, taxes, and utilities) ,
but in no case couid the purchaser's income
contribution be less than the full cost of
operating the unit-the cost of insurance,
taxes, and utilities. The program prOVides
for the conveyance of the property as soon
as the low-income family undertakes the
obligation to purchase the property by executing a mortgage to the local housing authority. Thus, the family would enjoy all
the benefits of homeownership immediately.
The potential for a successful public
housing ownership program has been demonstrated under several homebuyers' programs developed through administrative action-such as Turnkey III. These programs
have served and will continue to serve a
valuable function for families which do not
have sufficient income to bear the minimum
homeownership expenses required under the
proposed new program. The proposed new
program would facilitate the objectives of
these homebuyer programs by permitting
the low-Income famlly to acquire full homeownership status at a much earlier date.
The Committee recognizes that the provision providing that full reai estate taxes
be paid in pUblic housing couid adversely
affect the ability of some low income famllles to become home purchasers under the
Turnkey III program. It Is the intent of
the Oommittee that the Secretary use his resources to insure that no famllles previously
eligible to participate in this program wlll
be denied such participation because of the
new full tax payment requirement.

*

*.

.

Section 10 provides that in the case of
sale of a project to a nonprofit cooperative
which restricts occupancy to members, the
mortgage may be in a principal amount
equal to the sum of the unpaid balance
of the housing agency's outstanding obligations, including obligations pursuant to the
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modernization program, and the prepaid expenses and costs involved in achieving cooperative ownership. After the sale of the
project the annual contributions paid to the
housing agency would continue to be used
to assist in maintaining the low-income
character of the project.
The Senate Enacted Bill adopts the NHO
recommendations concerning the achievement of homeownershlp on public housing
inclUding cooperative ownership.
Definition of "elderly family"
The definition of "elderly family" would
be modified to make eligible for public housIng a single person who is at least 50 years
of age. Under existing law, SUell persons
must be at least 62 years .of age to be eligible
for public housing. * * * "Elderly families"
means those whose heads or their spouses
or whose sole members are at least 50 years
of age, under a disability or handicapped."
NHC supports the foregoing amendments
In the Senate Enacted Bill.
Financing provisions
Several amendments are proposed to facilitate the financing of project capital costs
by permitting local housing agencies to Issue obligations which are more acceptable to
private investors. To permit bond Issues with
flexible maturity schedules, the bill would
delete the present requirement that annual
contributions be fixed in uniform amounts
and paid over a fixed period of years. The
bill would also provide for the Issuance of
obligations with balloon payments at the
end of the term, by authorizing a combined
pledge of both the Federal annual contributions and loan commitments. The National
Bank Act would be amended so as to permit
investment In such obligations.
NHC supports the foregoing amendments
in the Senate Enacted Bill.
Full Property Taxes
The bill would provide for full tax payments to local communities for public housIng projects placed under annual contribution contract after the effective date of this
Act, prOViding uniformity in this respect between public housing and other federallyassisted housing programs. Such full tax
payments also reflect the increased burden
on local community services related to assisted housing, partiCUlarly the costs related
to schools. A major purpose of the fUll tax
provision to make it possible for new public
housing to have access to a broader range
of site locations, by assuring that a locality
accepting such housing will not suffer a tax
disadvantage. The section also authorizes the
gradual increase in tax payments With respect to existing public housing projects, so
that full tax payments Will be achieved at
the end of a 20 year period.
Recent changes involving reductions in tax
payments to localities since such payments
ate based on 10 percent of shelter rents in
public housing. This section is also designed
to correct these inequities In current tax
payments by public bouslng.
The foregoing provisions in the Senate Enacted. Bill adopt tbe NRC recomendatlon
for the payment of the equiValent of full
taxes for pUblic housing propects placed
under annual contribution contract after the
effective date of the new law. This will eliminate a discrimination that has existed
against conventional pUblic housing as compared With other Federally-assisted housing
programs. As to existing public housing projects, the Senate Enacted Bill would authorIze a gradual Increase in tax payments so
tbat the eqUivalent of full taxes Will be
achieved at the end of a twenty year period.
Leased Housing
The existing law requires tbat at least 30%
of funds for public housing be reserved for
leased units.
Between 1969 and the date when tbls provision became effective (June 30, 1971), the
number of leased housing units placed under

annual contributions contracts became a
smaller and smaller percentage of the total
number of units placed under these contracts. In 1969, this percentage was 36.8%:
in 1970, 13.3 %: in the first half of 1971,
11.4%. The percentage has been approximately 40% since the requirement became
effective; nevertheless, the demand for leased
housing still greatly exceeds the supply.
The Committee finds that leased housing
has distinct advantages over the large public housing complex. With leased housing,
the units remain on the tax rolls and pay
their proper share for the support of schools
and community services. Most importantly,
leased housing eliminates the social and psychological stigma of coming from the "project". Leased housing is generally dispersed
throughout the community. The children
are not known as residents of public housing
and the economic and social differences are
less obvious to the public.
The 30% requlrement has been changed
to apply to units rather than annual contributions to ease the burden of administering the reqUirement.
With respect to n\lw construction under
the leased housing program, authorized In
the 1970 Act, the Oommlttee has received
alarming reports of shoddy construction and
exorbitant profits. The Committee expects
HUD to immediately Institute tighter Inspection and appraisal procedures.
NHC supports the foregoing provisions
In the Senate Enacted Bill. They adopt the
NHC recommendation to modify the 30%
requirement so that It does not apply to
tbe total annual contribution funds available for public housing-which Includes the
operating SUbsidies. Instead, tbe requirement
has been clarified so it wlll apply only to
tbe number of public housing units.
Training in Housing Management
The Committee strongly supports the
initiation of housing management programs
designed to provide training In managerial
techniques and to promote social responsiveness on tbe part of housing management
staffs to the values of tenants of both pUblic housing and Federally-assisted housing
projects. In this connection, the Committee wishes to commend the recent actions
on the part of the secretary of HUD to encourage basic Improvement in public housing management operations, Including steps
to develop a comprehensive pUblic housing
system which would provide Increased tenant services.
The Committee Is also aware of a recommendation presently under consideration by
the secretary of HUD to establish a Center
for Housing Management with an Institute
for Housing Management Training as a key
component. The Committee endorses this
type of approach as one potential method
for meeting the national need for welltrained management personnel In assisted
bouslng programs and encourages the development and Implementation of training
programs on a nationwide basis.
NHC supports the foregoing provisions in
the Senate Enacted Bill.
Child-Care Facilities
Existing law provides Federal subsidy assistance for the provision and maintenance
of child-care facilities in connection with
the development and operation of low-rent
public housing.
The Committee is concerned that childcare faclllties have not been provided on a
wider scale, and thus urges that HUD give
immediate increased emphasis to such servIces. In tbls regard it Is further recommended
that the Secretary of HUD align his efforts
With those of the Director of the Office of
Economic Opportunity, the Secretary of
HEW, and the Secretary of Labor to insure
coordination Within the Federal government
in providing for adequate child-care programs and facllltles.
Tbis provision of the Senate Enactecl Bill
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helps to carry out the NHC recommendation
that adequate tenant and social services be
Included in public housing projects.
B. Other NRC recommendations
Repeal oj Local Approval Requirement in
Leasing Program. NRC recommends that the

proposed PUblic Housing Program under Section 8 be amended to delete the requirement
of local approval of each leasing project.
This housing Is located in private accommodations and pays full taxes. It should
not be treated differently from other assisted
housing programs.
The Senate Enacted Bill would not provide for a repeal of the local approval requirements for the leasing program.
Full Utilization oj the Brooke Amend.ment.

The Brooke Amendment in the housing and
Urban Development Act of 1969 provides that
the rent in pUblic housing projects may not
exceed 25 % of the family's income; also, It
authorizes additional assistance payments
through annual contributions in order to
achieve this objective and serve persons of
very low income. To fully implement and extend the purposes of this legislation, the 1970
Housing Act (a) clarifies the use of annual
contributions to pay the excess of operating
and lllaintenance expenses over rental income
and (b) Increases the contract authority for
annual contributions to enable the Brooke
Amendment to be fUlly effectuated. We urge
the release and full use of this contract authority for the purposes Intended.
V. Provisions on urban renewal in Senate enacted bill and NRC rccommend.ations on
them

The Senate Committee Report Explains the
Provisions on Urban Renewal:
Urban Renewal
The blll would amend Title I of the Housing Act of 1949 In order to assist certain small
communities whose population has declined
during the past decade in carrying out renewal projects. This section would specifically permit a small number of cities whose
popUlation has declined to below 50,000 (according to the most recent Bureau of Census
date), after signing contracts to carry out
urban renewal activities under a two-thirds
federal--one-thlrd local share arrangement,
to convert remaining projects at any time
prior to payment of the final grant, to a
three-fourtbs federal--one-fourth local share
program, as presently communities of under
50,000 by section 103 of the Housing Act of
1919. In adopting this provision the Committee recommends that such conversion only be
permitted when there has been a slgnlficant--at least five percent-decline In population.
The blll would amend Seotlon 103 (b) of the
Housing Act of 1949 to increase authorIzation for Urban Renewal Programs by $950
mil1lon for FY 1973 and by $300 mlllion In FY
1974. In approving these additional authorizations the Committee took note of the fact
that the Community Development Program
provided for under this bill would replace the
urban renewal program beginning In FY 1974.
Urban renewal projects already in execution
would be continued until completed. The
Committee specifically provided for increased
authorization under Title I In order to permit
completion of projects already in execution
through amendments to the existing contracts.
The Senate Enacted Bill provides specific
increases in authorization for Urban Renewal
of $650 mil1lon on July I, 1972 (for fiscal
1973) and $300 million on July I, 1973 (for
fiscal 1974). These reduced amounts for urban Renewal authorizations are intended
to cover the transitional period since there
is a separate authorization for the Community Development Assistance Program prior
to July 1, 1974 (for fiscal 1974) into which the
Urban Renewal Program would be merged.
It would be noted that the President has re-
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a blllion. dollar appropriation for UrRenweal for fiscal 1973. NRC recommends
an author1za.tion of $3.5 bllllon In Urban Renewal Grants for fiscal 1973 in order to overcome the backlog of unfunded Urban Renewal applications and to restore momentum
to this critically needed Urban Program.
VI. Provisions on model cities and NHC
recommendations

The Senate Committee Report explains the
provisions on Model Cities as follows:
Model Cities Program
The bill would amend the model cities
statute so as to delete an unnecessary provision which places a special limitation on
the amount of grants which may be made
to a city demonstration agency. Under this
provision the grant made for approved model
cities activities is SUbject to an additional
celling based on the aggregate amount of
non-Federal contributions required for Federally assisted projects carried out as part
of the local model cities program. The original purpose of this provision, to provide an
incentive to cities to concentrate Federal
resources In selected neighborhoods of great
need, Is accomplished under basic policies
appllcable to the model cities program. The
special limitation serves no useful purpose
and Its deletion would eliminate burdensome
administrative requirements at the Federal
and local levels.
The bill would also prOVide an additional
authorization of $400 million for model cities
grants for fiscal year 1974 in order to complete the current five-year programs.
NRC supports this' provision of the Senate
Enacted Bill. We are gratified that the
adoption of the Community Development
Assistance Program wlllnot cause any Interruption In the completion of the current fiveyear programs for Model Cities. NRC continues to recommend a $1.5 Blll10n additional
authorization for Model Cities Instead of the
lower amount contained in the Senate Committee Bill.
With respect to the Community Develop·
ment Assistance Act Bill, the Report states
that "The Model Cities Program was not
Included In the consolidation because It was
enacted as a five year demonstration which
has not yet been completed."
VIII. Program levels

Instead of the provisions of the AdminIstration's Bill of open authorizations for all
housing, urban renewal and model city programs, we recommend an additional authorization for each program for a five year period at the following levels:
(a) Public Housing Prof/ram:

On July I, 1972 (for fiwal 1973) an additional authorization of $350 million.
On July I, 1973 (for fiscal 1974) an additional autllOrlzation of $400 million.
On July 1, 1974 (for fiscal 1975) an additional anthorlzation of $450 million.
On July I, 1975 (for fiscal 1976) an addlticnal authorization of $500 mlllion.
On July 1, 1976 (for fiscal 1977) an additional authorization of $500 million.
Unlike the Administration's Bill, the Senate Enacted Bill provides the following specific Increases in authorizations for the public housIng program:
On July I, 1972 (for fiscal 1973) an additional authorization of $300,000,000. Note:
An unused authorization of $130,000,000 of
annual contribution contract authority
which wlll carryover from previous fiscal
years wlll be available.
On July I, 1973 (for fiscal 1974) an additional authorization of $300,000,000.
There are no additionai authorizations for
fiscal 1975, 1976, and 1977.
(b) Public Housing Program Set-Asides
For lIfodernlzation and For Operating SUbsidies: For annual contributions for improve-

ments In eX13tlng projects, an Increase In the

set-aside of contract authorization to an aggregate of not more than $100 Million.
For annual contrlbut.lons for operating
subsidies In existing projects, an Increase in
the set-aside of contract authorization to
an aggregate of not more than $335 Million.
These are set-aside authorizations out of
the total contract authorization for annual
contributions for public housing.
The Senate Committee Bill adopted the
foregoing recommendations concerning the
aggregate amounts of contract authorization
which would be available for moderization
and operating subsidies respectively.
(c) Urban Renewal:

On July I, 1972 (for fiscal 1973) an additional authorization of $3.25 billion.
On Juiy I, 1973 (for fiscal 1974) an additional authorization of $3.5 billion.
On July 1,1974 (for fiscal 1975) an additional authorization of $4.0 billion.
On July I, 1975 (for fiscal 1976) an additional authorization of $4.5 bllllon.
On July I, 1976 (for fiscal 1977) an additional authorization of $4.5 bllllon.
Unlike the Administration's Blll, the Senate Enacted Bill provides the following specific Increases in authorizations for Urban
Renewal:
On July I, 1972 (for fiscal 1973) an addltlonai authorization of $650 million.
On July I, 1973 (for fiscal 1974) an additional authorization of $650 million.
These reduced amounts for the Urban
Renewal authorization are Intended to cover
the transItlonal period since there is a separate authorization for the Community Development Assistance Program prior to July
I, 1974 (for fiscal 1974) Into which the Urban
Renewal Program would be merged. Note:
The President has requested $1 Bllllon for
Urban Renewal for fiscal 1973.
(d) Model Cities:

. On July I, 1972 (for fiscal 1973) on additional authorization of $1.5 blllion.
On JUly I, 1973 (for fiscal 1974) an additional authorization of $1.5 blllion.
On July 1, 1974 (for fisc(11975) an additional authorization of $1.5 billion.
On July I, 1975 (for fiscal 1976) an addi'tional authorization of $1.7 bllllon.
On July I, 1976 (for fiscal 1977) an additional authorization of $1.7 billion.
Unlike the Admlnlstra.tlon's Bill. the Senate Enacted Bill provides the following specific Increase In authorization for Model
Cities:
On July I, 1973 (for fiscal 1974) an additional authorization of $400 Million.
There Is no additional authorization for
Model Cities on July 1,1972 (for fis·cal 1973),
but the President's Budget Message requested
an appropriation of $515 Million for fiscal
1973.
(e) Home Ownership Program Under Section 402:

On July I, 1972 (for fiscal 1973) an additional authorization of $250 million.
On July I, 1973 (for fiscal 1974) an additional authorization of $300 million.
On July I, 1974 (for fiscal 1975) an additional authorization of $325 million.
On July I, 1975 (for fiscal 1976) an additional authorization of $350 million.
On July I, 1976 (for fiscal 1977) an additional authorization of $350 111l1l1on.
Unlike the Administration's Bill, the Senate Enacted Bill provides the follOWing specific Increases In authorizations for the home
ownership program under Section 402:
On July I, 1972 (for fiscal 1973) an additional authorization of $115,000,000. Note:
Tllere Is an unused authorization of $55 Million of contract authority which wl1l carry
over from prev ious fu:ceal years.
On July I, 1973 (for fiscai 1974) an additional authorization of $170,000,000. There
arc no additional authorizations for fiscal
1975, 1976, 1977.
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Cooperative Housing Program Under Section 502:

On July 1, 1972 (for fiscal 1973) an additional a.uthorlzatlon of $350 million.
On July I, 1973 (for fiscal 1974) an additional authorization of $400 million.
On JUly I, 1974 (for fiscal 1975) an additional a.uthorlzatlon of $450 million.
On July 1, 1975 (for fiscal 1976) an additional authorization of $500 million.
On July I, 1976 (for fiscal 1977) an additional authorization of $500 million.
Unlike the Administration's Bill, the Senate Enacted Bill provides the following specific increases in authorizations for the rental
and coopcrative housing program under Section 502:
On July I, 1972 (for fiscal 1973) an additional authorization of $225,000,000. Note:
There are unused authorizations of contract
authority of $98 Million for rent supplements
and $25 Million for Interest assistance under
Section 236. These wll1 carryover from previous fiscal years.
On July I, 1973 (for fiscal 1974) an additional authorization of $300,000,000.
(f) Interest Assistance For Projects Assisted By State Agencies: In addition to the

foregoing authorizations In (e) and (f), NRC
recommends a separate and additional authorization of $50 million for each of the
five fiscal years beginning with 1972 to provide Interest assistance for projects financed
or assisted by state agencies. The Senate Enacted Bill does not adopt this NRO
recommendation.
VIII. Program objectives and conclusion

(a) Program Objectives: The program recommended In these resolutions wouid make
housing avallable to families of all Incomes
and achieve economic Integration. 'There
would be no gaps or areas of unmet· needs
In our housing programs. Each family whose
income Is too low to obtain decent housing
would receive the amount of assistance It
needs to get such housing. We must reach
the unserved Income group below the level
now eligible for public housing or rent supplements. Likewise, we must avoid a gap or
area of unmet need above the level not eligible for moderate Income private housing
assisted with federal Interest subsidies or
below-market Interest rates. To achieve these
objectives we urge the adoption of the foregoing amendments.
(b) Conclusion: NRC supports and urges
enactment of the Senate Enacted Bill whIch
embodies programs that will greatly assist
in meeting the housing and urban needs
. of the country. Among its major new features
Is a program to help achieve economic Integration In Federally-assisted housing developments. The Senate Committee Blll Includes many necessary amendments to the
Administration's Bill In consolidating. simplifying and Improving laws relative to
housing and housing assistance.
NRC Is gratified that the Senate Committee Bill Includes many of the legislative
proposals recommended by us. We appreciate
the support of the Administration on a
number of these amendments. These include
some of the major amendments which this
chapter describes as necessary to remove
undesirable features and otherwise Improve
the Administration's Blll. In this chapter
we have Identified the extent to which these
matters have been Included In the Senate
Committee Bill.
To the extent that the Senate Committee
Bill does not contain all of our legislative
proposals, we continue to recommend our
proposals for Inclusion In that Bill so that
It wll1 fUlly conform to our recommendations.
Moreover, we recommend all of our legislative proposals to the Rouse Banking & Currency Committee and Its Rousing Subcommittee and to the Congress and the AdminIstration.
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CHAPTER F. ADMINISTRATION'S PROPOSED DEPARTMENT OF COMMUNITY DEVELOPMENT AND PROPOSED REVENUE-SHARING PROGRAMS-GTHER
PENDING BILLS

1. New Department ot Community Development: In his State of the Union Message,
the President proposed "a sweeping reorganization of the Executive Branch" which
Included a proposed Department of Community Development, described as:
"A department concerned with the community-rural communities and urban-and
with all that it takes to make a community
function as a community."
In the past, we have always supported the
consolidation Within one department of all
the fUllctlons that relate to housing, urban
development, model cities, new communities, planning, and other programs relating
to communities.
The Department of Community Development (DCD) proposed by H.R. 6962 would
consist of existing HUD programs and would
also draw major programs from the Agriculture Commerce and Transport8Jtlon Departme~ts and several agencies. Included in
the proposed DCD would be all programs
of HUD (except for college housing); Department of Transportation programs for
highway constru('tion and mass transit, and
safety grant programs dealing with highway
design and construction; Department of Agriculture programs of rural electrification,
public facilities and housing (including
Farmers Home Administration); programs
of the Department of Commerce Economic
Development Administration for financial
and planning assistance for public works and
development fac1l1ties (except business development) and that Department's Regional
Action Planning Commislson; and the Office
of Economic Opportunity programs of Community Action and "special impact."
Secretary Romney, in his testimony before
the House Subcommittee stated:
"A single Federal department would thus
administer the major Federal programs of
assistance for the physical and institutional
development of our communities. That is,
a. single Federal department would administer assistance for the planning and building of houses and supporting public facilities and highways; for strengthening State
and local governmental processes; and for
Involving all interested public and private
organizations and citizens In this endeavor.
"By bringing together programs concerned
with community development, the new Department would move beyond fragmented
Federal program administration. Equally
important, It could move toward a community-oriented approach to problems. For
the first time, there would be a Federal department haVing the ab1l1ty to respond-In
a coordinated manner-to local comprehensive community Improvement programs.
This means participation in articulating
goals, setting priorities, and deVising the best
ways and means of improving not only the
physical but also the economic and social
environment of all our communities from
the smallest vUlage to the largest metropolis,"
DCD would have three major general purpose administrations:
First, the Urban and Rural Development
AdIninlstration would have the programs
designed to assist the physical and Institutional development of urban and rural communities, Including the present HUn programs relating to new communities and
community planning. This Administration
would also include the Community Action
and "special impact" programs of OEO;
HUD's Urban Renewal, Model Clties, Open
Space and Neighborhood Fac1l1t1es Programs; the Water and Sewer programs of
HUD, the Farmer's Home Administration
and EconoInic Development Administration;
the Public Facl11tles Programs of EDA and

the Economic Rural Commissions and the
Rural Electrification Program of the Department of Agriculture.
Second, the Community Transportation
Administration would be built around Federal Highway Administration and the Urban
Mass Transportation Administration.
Third, the Housing Administration would
be built around housing production and
management functions now In HUD and the
rural housing programs of the Farmers
Home Administration.
The new Department would also include
the Federal Insurance Administration as it
now exists In HUD.
Recommendations: NHC supports the proposed new Department of Community Development subject to the following changes
and amendments in the proposai as submitted:
(a) We oppose the transfer to the new
Department of the Rural Electrification Program, and the Farmer's Home and other
rural housing programs.
(b) We oppose the transfer away from the
new Department of the college housing programs.
2. General Revenue Sharing: NRC recommends against any use of the new General
Revenue Sharing Plan to reduce Federal
grant funds which a,re urgently needed-and
should be Increased-for existing programs
including: urban renewal; model cities; mass
transportation; water and sewer facilities;
new communities; neighborhood facllities;
open space; urban parks and urban beautification; health; education; training; or
other vital needs. In short, the General Revenue Sharing Plan should represent additional funds and there shOUld be necessary
increases and full funding for all existing
Federal grant programs to meet housing and
urban needs.
As s"ated by the President in the State of
the Union Message, his proposals include "a
plan of revenue sharing historic In scope and
bold In concept." Under this proposal the
Congress would:
" . . . make a $16 billion investment in
renewing state and local government. $5
bUlion of this wlll be In new and unrestricted funds to be used as the state and
localities see frt."
NHC favors the President·s proposal for a
$5 blllion initial appropriation for the General Revenue Sharing Pian in order to meet
the urgent needs of States and cities, many
of which are facing financial crises. As to
the Federal Government's assuming additional burdens and costs of the welfare system, we believe that this is a matter that
should be separately considered on Its own
merits.
Under the proposed General Revenue
Sharing, there wlll be Increases In later years
in the annual appropriation for the Program. With respect to annual increments
above $5 billion for General Revenue Sharing,
NRC recommends a formula in distributing
these additional funds which would encourage and reward state and local governments
that meet the national objectives of providing housing for the low and moderate Income
groups. Thus, if the local government issued
certificates of occupancy for such housing
funded by any federal, state or local subsidy
program, that government should be entitled to an additional distribution under
the General Revenue Sharing Plan as to the
annual appropriation in excess of $5 blllion.
This will in no way restrict the use of the
funds by the States and localities, but wUl
merely affect the amount they w1ll receive
under the distribution formula.
3. Special Revenue Sharing-Communlty
Development Assistance Blll, Chapter III,
S. 3248 Introduced By Senator Sparkman
And Passed by the Senate on "'Larch 2, 1972.
(a) President's Recommendations. In the
State of the Union Message, the President
proposed that Congress make a $5 billion an-
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nual Investment in general revenue sharing
as part of a totai $16 billion investment in
renewing state and lecal government. He
then stated:
"The other $11 blllion will be provided by
allccating $1 bllllon of new funds and converting one-third of the money going to tl1e
present narrow-purpose aid programs Into
federal revenue sharing funds for six broad
purposes-urban development, rural development, education, transportation, job training
and law enforcement-but with the states
and localities making their own local decisions on how it shOUld be spent within each
category. . . . The revenue sharing proposais
wlll include the safeguards against discrimination that accomp2.ny all other federal
funds ailocated to the States."
In his Special Message to the Congress on
March 5, the President recommended his
Special Revenue Sharing proposal for Urban
Community Development. We quote from
his message some of the main features of the
program:
"I recommend that four categorical grant
programs now administered by the Department of Housing and Urban Development be
consolidated into a single fund. The size of
this fund In the first fuil year of operation
would be $2 blllion. Cities would be able t::>
spend their money as they see fit, provided
only that they used it for community development purposes.
"The four elements which would be combined to form this new fund would be the
current programs for urban renewal, Model
Cities, water and sewer grants, and loans for
the rehabllltation of existing structures. The
urban renewal program now contajns several
SUb-categories the funds of which wlll become part of the new fund, Including socalled "conventional" urban renewal, the
Neighborhood Development Program, assistance for concentrated local code enforcement,
interim assistance for blighted neighborhoods, demolition grants and rehabilitation
grants. I am proposing that this new program begin or January I, 1972. In Its second
year of operation, I would add to this fund by
Including the money Which the Office of Economic Opportunity now spends on some of
the elements of its Community Action Programs!'
(b) NBO's Recommendation on Special
Revenue Sharing Plan and Support ot The
Oommunity Development Assistance Bill ot
1972 (Ohapter III ot the Senate Enacted Bill).

NHC believes that Federal grants shouid provide Incentives to promote national programs
and objectives relating to housing and community development. The adoption of the
model cities program by almost 150 cities
was largely attributable to the Federal program of planning grants and supplemental
grants for model cities. Likewise, the participation of over 1,200 cities in the urban
renewal program is largely attributable to
the Federal program of planning grants and
program grants for urban renewal.
We do not recommend the Administration's Special Revenue Plan In the form proposed In H.R. 8853, Community DevelOpment Blll of 1971. We believe the Administration's Community Development Elll fails to
provide adequate incentives which assure the
a.chlevement of national goals and programs
contemplated by the purposes of the categorical grants which would be consolidated.
In contrast, these incentives and objectives
are assured under the Community Development Assistance Bill of 1972-Chapter i l l of
the Senate Enacted Bill, S. 3248 introduced
by Senator Sparkman and passed by the Senate on March 2, 1972. The Senate Enacted
Bill requires that the appllcatlon for Federal
assistance include a summary plan for community development outllning major goals
and particular objectives. Moreover, that Bill
requires an accounting of how the Federal
funds are spent and a yearly performance

statement, all of which will assure accom- opment should be reqUired to fulfill certain
plishment of the national goals and pro- minimum standards relative to providing degrams covered by the Community Develop- cent housing and eliminating slums and
ment Assistance. Accordingly, we support blight.
The Senate Committee Report explains the
Chapter III of the Senate Committee Bill
which embodies a special revenue plan of the programs consolidated in the Community
type which NHC has previously recom- Development Assistance Act, as follows: "To
mended. Chapter III of the Senate Enacted carry out the purposes of the Act, the Blll
BUl is entitled the Community Development would consolidate the following existing deAssistance Act of 1972. As such, the Blll pri- velopment program into a single community
marlly embraces Senator Sparkman's earller development program: Urban Renewal,
Community Development Bill, S. 2333, as NeighborllOod Development, Water and
modified by the Committee. The Bill also Sewer, Neighborhood Faclllties, Open Space,
includes certain provisions of the Adminis- Public Works Planning Advances, Publie Facility Loans and Advanced Land Acquisition.
tration's community Development Bill.
"The Model Cities Program was not in(c) Senate Committee's Central Explanation of Chapter III, Relating to Community cluded in the consolidation because it was
enacted
as a five year demonstration which
Development Assistance: The Senate Committee Report gives the following general ex- has not yet been completed. The Section 312
planation of the provisions of the Senate Rehabilitation Program was not included beBill relating to Community Development cause it appeared llkely that a number of
communities might be prohibited by State
Assistance:
The most significant feature of the bll! and local laws from undertaking rehabilitais the new block grant program to provide tion efforts under the Act. The Bill would,
Federal assistance to localities for community however, link the Community Development
development. This is brought about by con- and existing rehabilitation loan program."
solidating and simplifying 5 major categori(d) Summary of Senate Bill on Oommucal urban development grant programs and nity Development Assistance and NBO Recreplacing them with a single, more compre- ommendations: A summary of the provisions
hensive, fiexible and soundly-financed com- of the Senate Development Assistance Blll
munity development block grant program. and NHC recommendations on them is as
The new program finally approved by the follows:
committee is basically the product of S.
(A) Effective Date of Program. Whlle Chap2333, the Community Development Assist- ter III of the Senate Committee Blll would
ance Act of 1971 introduced by Senator take effect on the date of its enactment, it
Sparkman and the Administration's Urban does not contemplate that funds would be
Community Development Specia~ Revenue avallable untll prior to July I, 1974. Thus,
Sharing blll, S. 1618. The committee adopted the first $2.7 billion of grant authorization
the block grant approach primarlly to in- is to be appropriated for the period prior to
sure the priority use of Federal funds to July 1, 1974, which evidently contemplates
ellminate slums and blight and to upgrade its commitment during fiscal 1974. Accordand make the nation's cities more livable. at- ingly, the Bill prOVides that no new grants
tractive and viable places in which to live. or loans under the categorical programs
One of the most important provisions of the (Which are being consolidated under Comcommittee bill is the development of a 2- munity Development Assistance) are to be
year Federal funding cycle at an assured and made after June 30, 1973, except with respect
adequate level so that localities are always to projects or programs for which funds
working with a known level of Federal grants have been committed on or before that date.
for the next year as well as the current year
(B) Block Grants. The purpose of Chapsubject only to meeting of minimum Federal ter III is to attack urban problems by "imperformance standards.
proving the present system of Federal assistIn approving alternative provisions to the ance for community development." Chapter
Administration-supported special revenue III encourages physical development and
sharing proposals, the c8mmittee followed preservation of urban communities by conthe Administration's plan calling for an sOlldating the following categorical grant
overhaul and consolidation of existing urban programs under one block grant called Comrenewal and related programs, but disagreed munity Development Assistance: developwith the proposed plan for distributing Fed- ment of community faclllties including land
eral funds automatically to the nation's cities acquisition; water and sewer grants; and
without proper regard to the use of such neighborhood faclllties; urban renewal; pUbfunds In carrying out the purpose of the llc facillties loans; open space land grants;
program. The committee ,J!l. outlines specific and public works planning advances and
objectives of the program and contains pro- loans. Provision is made for transitional tercedures to insure that the Federal funds are mination of the existing categorical grant
used to meet these objectives to the maxi- programs.
mum extent feasible. This is done through
(C) Authorization. The Senate Committee
four requirements.
Bill authorizes $5.9 blllion over a two-year
(1) a pre-application needs analysis; (2) an period. TWs is a change from S. 2333 wWch
appllcation outlining the proposed use of authorized $8.8 billion over a three-year
funds, inclUding a strategy and commitment period. Under the Senate Committee Bill,
on the part of the locality to meet its hous- $2.7 blllion is authorized to be appropriated
ing needs to eliminate its slums and bllght, prior to JUly I, 1974, and the balance of the
and to meet social needs of residents af- $5.9 blllion prior to July I, 1975.
fected by community development activities;
Although the authorizations in the Senate
(3) a certification tl~at the locallty has met Enacted Bill are less than the amounts Which
certain requirements with respect to plan- NIlC recommends, they are more adequate
ning and community participation; and (4)
than the amounts proposed under the Adan annual performance statement. ContinuE-d ' ministration's program. While the Adminisfederal funding would be contingent upon tration's Community Development Blll consatisfactory compllance of these requirtl- tains no specific dollar authorization, last
ments.
year President Nixon pledged $2.1 billion for
The only exception to the application pro- the first full year of the program. In his
cess would be for smaller cities of under 25,- Budget for fiscal year 1973 (commencing
000 popUlation Which would be applying for July 1, 1972) the President has now requested
Federal assistance for a single activity, other more funding-in the amount of $2.3 bilthan an urban renewal activity, such as the lion-for urban community development
financing of water and sewer facilities or open revenue sharing. In HUD's Table 3 explaining
spaces. The committee believes such an ex- this request, HUD shows a supplemental apception shOUld be used sparingly, on an in- propriation of $490 million for this special
terim basis. Eventually all localities request- revenue sharing under proposed legislation
ing Federal funds for significant local devel- . above the amounts of funding contemplated

for the categorical
legislation.
NHC recommends that these authorizations
be increased by a total of $3 blllion for the
two years, with $1.5 billion added for the
first year and a like amount added fer the
second year.
In addition to our recommendations above
concerning authorizations for the proposed
community development assistance program,
NHC recommends an additional authorization of $3.25 billion In urban renewal grants
in order to overcome the backlog of unfunded
urban renewal grants in order to overcome
the backlog of unfunded urban renewal applications and to restore momentum to this
critically needed urban program.
(D) Water and Sewer Grant Program. NHC
questions the feasibility of incorporating the
entire water and sewer grant program within the community development program although NIlC is in agreement that such
facillties should represent eligible expenditures of grant funds for communities participating fUlly in the over-all program. However, the constituency for this popular and
urgently needed program is so much boarder
and contains sO many governmental units
which would be unlikely to participate fully
in community development that NHC is fearful that the demands for water and sewer
grants from such sources would seriously
dilute the llvallablllty of community development grants for localltles participating fully
in the program. NHC therefore recommends
that a separate water and sewer grant fund
be maintained for use by local governmental
units not wishing to undertake fUll community development programs. For this purpose, we recommend that an additional $500
million (above the amount in the Senate Enacted Bill) be authorized for each of the
periods prior to July 1, 1974 and 1975 to proVide a separate water and sewer grant fund
for those appllcants Who do not wish to
undertake the full community development
programs. In this connection, we note that
the Senate Enacted Bill authorizes the Secretary to waive the reqUirements for the fuIl
application process (which would otherwise
be applicable to those seeking fUll community development assistance) in the case of
localities which are (i) outside the standard metropolitan statistical area and have
a popUlation of less than 25,000 or (1I)
those inside such an area but which are outside an "urbanized area" surrounding a central city With a popUlation up to 50,000. Such
a waiver i~ permitted only with respect to
the first application filed by any publlc
agency.
(E) Allocation, NIlC does not concur in the
Administration's proposed "outlay total" as
the appropriate yardstick to measure the
Federal Government's assistance to community development. Such outlays record the
amounts paid on commitments during the
previous and current fiscal years. We believe
the outlays for these years were below the
level which should be used as a test for allocations. Instead, we prefer the provisions of
the Senate Enacted Bill Which establish a
"basic grant entitlement" for each community. This Is to take into account not only past
program-experience over a five-year period,
but also other factors such as popUlation,
extent of housing, overcrowding and poverty.
Under the Senate Enacted Bill at least 75
percent of available funds shall be reserved
for metropolitan areas. Allocation to an individual metropolitan area shall be determined by the ratio between that metropolitan area and all metropolitan areas in respect
to the following: population, extent of housing overcrOWding, poverty (weighted double),
arid extent of "program-experience", I.e.,
loans, advances, and grants for the programs
in question during the five years prior to enactment. From the funds allocated to a metropolitan area, amounts shall be allocated to
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each metropolitan city, proportionatelY, on
the basis of the above factors. The "program-experience" amount for each metropolitan city is the sum of the average, during
the five years preceding the date of enactment, of loans, grants, and advances in these
fields. An adjustment is provided where a
metropolitan city would otherwise be entitled in its first year to more than 135 percent of the "program-experience" amount.
The remainder of the allocation for each
metropolitan area shall be allocated to community development agencIes based on such
factors as populatIon, extent of poverty, extent of overcrowding, and extent of programexperience. Any unIt of local government
WhIch is not a metropolitan city will be ellgible for annual grants equal to the program-experience amount for that locality, if
any urban renewal program was carried out
in the five years prior to enactment.
The foregoing allocation provIsions dIffer
substantially from Senator Sparkman's earller Community Assistance Blll, S. 2333. That
Blll provided a basic grant entitlement for
each locality which was determIned by the
three years-during the five-year period precedIng the date of appllcation-In Which the
amount of such assIstance was the greatest.
Also omitted Is the provision in S. 2333 for a
built-in 15 percent increase annually for
grant entitlement to community development agencies.
NRC recommends an amendment to the
basic grant entitlement formula to meet the
needs of new communities who will not have
received many grants in the past and do not
have much popUlation or otherwIse meet the
crIteria in S. 3248. Accordingly, an amount
computed on its grant program experience
or other criteria in S. 3248 would not be appropriate. Such new communities require a
formula whIch takes into account future
needs based upon the new popula.tion they
wlll attract and all of the public fac1l1ties
and services they wlll require
(F) Grants. Grants to community development agencies shall not exceed 90 percent
of total net program cost. The limit is increased to 100 percent to cover housing relocation payments (not to exceed $25.000 for
any dIsplaced person) and for rehabllltation
grants (a grant of not more than $4,000 to
a lOW-income family). NRC supports these
increases in the percentages of project costs
to be covered by Federal grants.
The 10 percent local share could continue
to be met by non-cash credits. However, the
crIteria for these non-cash credits are more
stringent than currently permitted under
existing practices in the Urban Renewal Program. NHC recommends that the 10 percent
local share should allow non-cash credits of
the same types and in the same manner as
is now allowed under existing rules and practices in the urban renewal program.
(G) Relocation PaYments. NHC strongly
supports the provIsion in the senate Blll for
100 percent Federal grants for relocation
payments. This is partIcularly necessary because there is a serious problem arIsIng under the Uniform Relocation Act as a result
of legislation Which imposes a requirement
of a local contrIbution of one-third toward
the relocation payments. ThIs provision is
completely unworkable so far as Urban Renewal AgencIes and others involved in housing and redevelopment actIvIties are concerned. There has been an AdministratIon
ruling that these provisions wlll not apply
to Urban Renewal contracts executed before
January I, 1971. However, it is important to
remove this requirement in the new legislation.
(H) Loans. The Secretary may make loans
to community development agencies to provIde short-term financIng for planning and
operating actiVities pendIng the receipt of
grant assistance. Loans w1l1 be secured and
wUl bear interest at not less than the going
federal rate. To obtain loans, the Secretary
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may issue notes for purchase by the Secretary
of tl:Le Treasury in the amount of $1.5 bi!llon. The terms of the notes shall be prescribed by the Secretary of HUD with the
approval of the Secretary of the Treasury.
The Secretary of the Treasury is "authorized
and dIrected" to purchase such notes.
(I) Procedure. Each annual application for
financial assIstance by a communIty development agency must include an outllne of
communIty development needs and objectives, and also programs for the next threeyear period to meet housing and replacement
needs, to ellminate slums and bllght and to
Improve and upgrade community services and
facilities. The appl1cation must also describe
activitIes for the next two-year period designed to meet community development objectIves and theIr estImated costs, the general location, and requIrements for federally
assIsted housIng and rehabilitation. The applicant must certify that the communIty
development program is consistent With areawide development plans, that publlc hearIngs
will be afforded prIor to acquIsition of private land, and that adequate opportunity
has been afforded for citizen participatIon
and meaningful Involvement of area residents.
The Secretary must make his determination wIth respect to any appllcation withIn
90 days. No appllcation shall be approved
unless the secretary finds that the community has carrIed out its contractual commitments pursuant to any previous appllcation.

gram and bUdget for the first two years for
which assistance is requested. Not oniy must
the community development agency make a
prior.declaratlon of its goals and partIcular
objectIves, but it Is subject to specific accounting of how the Federai funds are
spent; also, it must submit an annual performance statement. All of these are Intended to assure that tbe grant funds are utillzed to accompllsh the national goals and
programs covered by the Community Development AssIstance. In addition, the Senate
Enacted Blll would require a community
program to meet hOUSing needs of low and
moderate income families and to carry out
systematic enforcement. Once the appllcation is approved, the Secretary of HUD. to
the extent he deems it feasible. shall reserve funds for the Federal assIstance reqUired for these housing programs.
(L) Conclusion. NRC urges the passage of
Chapter ill of the senate Enacted Bill as it
prOVides an excellent system of Federal assistance for communIty development. As set
forth above, we recommend several amendments to the Bill. includIng increases and
additions to the authorizatIons. NRC belleves
that any plan of Federal distributIon of
funds to local communities should include
provisions of the type contaIned in this Blll
whIch require the local agency's plan and
particular objectives for community development, together wIth adequate provisions to
account for the funds spent and to make a
performance report.

(J) Priority 01 Funding and Processing Applications. HUD has recently issued a pro-

CHAPTER G. LOW RENT PUBLIC HOUSING

posed project selection system for certain
community development programs. HUD
claims this selection system would assist in
the selection of project appllcatlons for funding under the NeIghborhood Development
Program. the Open Space Program (Legacy
of Parks), the Neighborhood Faclllties Program and the Publlc Faclllty Loans. Program.
Project appllcatlons wlll be revIewed In the
HUD Area Office by a team consisting of
Community Development starr. Funding wlll
be made avallable only after three dIstinct
review activItIes occur:
First, the appllcation will be judged against
statutory related prerequIsites to eliminate
inappropriate proposals or clearly Inellgible
projects;
Second., the appllcatlon. if it meets the
prerequIsIte test, will be evaluated agaInst
certain numerically rated crIteria; and,
Third., those appllcatlons ranked high
enough to justify further processIng in accordance wIth established procedures w1ll
then be reviewed for technIcal compliance
wIth all relevant statutory requIrements InclUding those for whIch a prellminary judgment was made as to apparent ellglbllity in
the prerequisite review.
No fundIng commItments wlll be made until after all three of these technical compllance reviews are completed.
NHC recommends agaInst the use of this
project selection system as thIs system completely ignores the basIs upon whIch most
pendIng appllcatlons were predicated. We
recommend that HUD follow the mandate In
the 1959 Housing Act which requIres that
appllcations be processed and funded in the
order of submission and that approval or dIsapproval be based on the need and feasIbilIty of such appllcatlons. The 1959 Housing
Act contained a provIsIon requIring the Administrator of Urban Renewal to consIder
urban renewal applications on a first-come,
first-served basIs except for projects that were
urgent or extremely desirable. NRC recommends that thIs former congressIonal mandate be re-enacted as part of Chapter ill of
the Senate Enacted. Bill.
(K) Assurance That Assistance Accomplished. National Goals and Programs. Thus,

the senate Enacted Bill would require a prior
statement summarizIng community goals for
a three-year period, gIving a detailed pro-

I. Summary 01 existing legislation
1. Need. There is a tremendous unmet need

for additional housing to serve the low-income group who cannot be decently housed
without the aid of Federal subsidies. Many
of the 1ll-housed in this income group are
living in the slum and ghetto areas of our
cities. TheIr unmet need for lldequate bousing has contributed to the crisis in our cities.
CitIes throughout the country have recognIzed the urgency of buildIng additIonal
public housing. Applications for addItional
public housing units are now being submitted to HUD at an annual rate of about
140,000 units.
2. Authorizations in 1968 and 1969 Housing
Acts.
(a) Authorizations for Annual ContribUtion Contracts. The 1968 Act provided an in-

crease in the contract authorization for
annual contributions of $100 mill10n upon
its passage and an additional $150 million
on July 1. 1969. and July I, 1970. The 1969
HousIng Act increased the authorization for
annual contribution contracts by $75 million
as of July 1. 1969. and by $20 milllon on
July I, 1970. It was hoped that these increased authorizatIons would provide about
375,000 low-rent dwelling units over the 3year period for the public housing program.
(b) Tenant Services. The 1968 Act authorized HUD to make grants to local housing
authorItIes to assist in financing tenant
servIces for tenants of pUblic housing. $15
mlllion in appropriations for grants were
authorIzed for fiscal year 1969 and $30 mUllon for fiscal 1970. The 1969 Act extended
these authorizatIons through fiscal year 1971.
The tenant services inclUde: counseling on
household management, housekeeping, budgeting, money management, child care, and
simllar matters; advice as to resources for
job training and placement, educatIon, welfare, health, and other commUnity services;
services which are directly related to meetIng tenant needs and prOvidIng a wholesome
living envIronment; and referral to appropriate agencies when necessary for the provision of such servIces.
(c) Limit on High-rise Projects. High-rise
publlc housIng projects for famllles wIth
children are prohibIted except where HUn
determines that there Is no practical alternative.
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(d) Leasing Program. HUn was prohibited
from prescribing limitations on the types
or categories of structures or dwelllng units
(other than those provided in the law) which
can be leased under the publlc housing Section 23 leasing program.
(e) Additional SUbsidy for Certain Families. An additlonal annual subsidy of $120

was authorized for pubUc housing units
occupied by large famlUes or famUles with
very low incomes. In the past a. Uke SUbsidy
has been limited to the elderly and displaced famUles.
(f) Loans for PUblic Housing Projects. The
1969 Act increased from 90 to 100 percent
the maximum amount of Federal loans or
loan commitments authorized for financing
the acquisition or development of a low rent
housing project with respect to which annual
contributions are to be made. Sectlon 9 Is
used primarily to enable local housing authorities to obtain temporary financing for
the acqUisition or construction of a project
by the sale of short-term notes backed by
a Federal loan commitment. With a loan
commitment of 100 percent of a project's
acqUisition or development cost, a local housing authority would be able to schedule the
issuance of long-term bonds for permanent
financing when most advantageous to Itself
and the Federal Government rather than
just prior to acqUisition or when development costs reach the 90-percent level.
(g) Public Housing Annual Contributions.

Section 10(b) of the USH Act was amended
to clarify existing authority to fix the
amOl.mt of the annual contributions to pub11c housing projects at an amount in excess
of the debt service requirements of the projects so long as the fixed contribution does
not exceed the maximum annual contribution authorized in that section.
(h) Notifications to Applicants lor Admission to Public Housing Projects. The 1969
Act amended Section 10(g) of the USH Act
by adding a new paragraph requiring every
contract for annual contributions for a lowrent housing project to provide that the
pubUc housing agency shall notify promptly
any applicant determined to be ineligible
for admission to a project of the reason for
such determination and prOVide the applicant, within a reasonable time after the determination is made, with an opportunity
for a hearing on the determination. AppUcants who are determined to be ellgible for
admission to a project must be notified
promptly of the approximate date of occupancy insofar as this can be reasonably determined.
(I) Elimination Of Workable Program Requirement With Respect to LOW-Rent Projects. The 1969 Act amended Section 101(c)

of the Housing Act of 1949 and Sections 10(e)
and 23(f) of the USH Act to eUmlnate the
workable program requirement for low-rent
public housing and Section 221 (d) (3) projects.
(j) Reduced Rentals for Very Low Income
Tenants of Public Housing Projects-Brooke
Amendment. The 1969 Act amended Section

2(d) of the USH Act to provide that rent In
publlc housing projects may not exceed onefourth of the family's Income, defined by the
Secretary of HUD. To make it possible to
serve very low Income persons in public housing, additional assistance payments were authorized within the existing annual contributions framework. To provide necessary
funds for this purpose, $75 million was added
to the authorization for annual contributions
contracts under Section 10(e) of the USH
Act.
The requirement that rents fixed by public housing agencies may not exceed onefourth of the low-rent housing tenant's income does not apply in any case in which the
Secretary determines that by limiting the
rent of a tenant there wlll result a reduction
In the amount of welfare assistance which
would otherwise be prOVided to the tenant
by a public agency.

(k) Applicable Going Federal Rate. The
1969 Act amended Section 14 of the USH
Act to provide that any contract for annual
contributions, loans, or both, may be
amended or superseded for the purpose of
insuring the low-rent character of the project involved so that the going federal rate on
the basis of which such annual contributions or interest rate on the loans, or both,
are fixed shall mean the going federal rate
of the amending or superseding contract.
3. Amendments in the Housing and Urban
Development Act 011970.
(a) Public Housing Annual Contributio1l.3.

The 1970 Act amends section 10(e) of the
United States Housing Act of 1937 to increase
the contract authority by $150 million, and
by $225 million on July I, 1971, for the public housing program.
(b)

Public Housing Rent ReqUirements.

The 1970 Act amends section 2(1) of the
Housing Act of 1937 to proVide more specific
guidelines with respect to the maximum
rental permitted to be charged tenants in
public housing projects by providing a
statutory definition of income for purposes
of establishing maximum rentals at onefourth the tenant's income. Family Income
includes Income from all sources of each
member of the family residing in the household who is at least eighteen years of age,
but excluded are (1) nonrecurring income,
as determined by the Secretary, (2) an
amount equal to the sum of (A) $300 for
each person in the household under eighteen
years of age, and (B) 5 per centum of the
family'S gross income (10 per centum in the
case of elderly families), (3) $300 for each
secondary wage earner, (4) medical expenses
of the family properly considered extraordinary; finally, (5) the Secretary may allow
further deductions in recognition of unusual
circumstances.
(c) Public Housing Cost Limits. The 1970
Act substitutes a new formula for establishing limits on the construction costs applicable to pUblic housing projects which
would be based on cost factors prevaUing in
each area rather than on national standards.
Under the proposed formUla, the Secretary
of HUD would periodically "cost out" prototypes of various types of projects in each
area suitable for occupancy by public hous"
ing tenants. These various types could Include high-rise elevator structures, walk-up
projects, detached or row houses, projects
designed for the elderly and handicapped,
and congregate and dormitory-type housing,
and others as necessary. Prototype cost would
be determined on the basis of complete plans
and specifications for the particular type
of project. These plans and specifications
could vary from one part of the country to
another to reflect differences In climate, design standards and specifications.
(d) Amendment 01 Contracts to Assure
LOW-Rent Character of Projects. The 1970
Act clarifies the use of annual contributions
to pay the excess of operating and maintenance expenses over rental income incurred
by public housing agencies.
(e) LOW-Rent Housing in Private Accommodations. The 1970 Act amends section 10

(e) of the United States Housing Act of 1937
to require that at least 30 percent of the
dwelling units for which contracts for annual
contributions are entered Into pur.suant to
the new authority granted under section 202
of the Housing and Urban Development Act
of 1970 or under any law SUbsequently cnacted shall be units in private accommodations prOVided pursuant to section 23 of the
United States Housing Act of 1937.
(f) Funding 01 Tenant Services. The 1970
Act repeals the grant program for tenant
services In public housing projects and authorizes such services to be financed out of
project income and annual c:mtrlbution payments.
Congregate H01lsing lor the Elderly,
Displaced and Handicapped. Tlle 1970 Act
(g)

amends section
of thf>lTnlt...,tl 1::llOR"eS n';>Uliing Act of 1937 by
(12) which would direct
secretary to encourage local publlc housing agencies to develop congregate housing for the displaced,
elderly and handicapped. Congregate housing
is defined to mean projects with central dining facilities Where some or all of the units
do not have kitchen faclUties. The dining
facility would be required to be operated on a
self-supporting basis; however, (my expenditures, other than for food or services, could
be considered a cost of the administration of
the project. The section also provides that
not more than 10 percent of the total amount
of contracts for annual contributions entered
into in any fiscal year pursuant to the new
authority granted under the Housing and
Urban Development Act of 1970 or under
any law SUbsequently enacted shall be entered into with respect to unlts In congregate
housing.
(h) Policy Statement. Section 211 of the
1970 Act amends section 1 of the United
States Housing Act of 1937 to state, as the
pollcy of Congress, that public housing
tenants should not be barred from serving on the board of directors or other governing body of a local public housing agency.
II. Recommendations
1. Urgent Need to Make Authorizations
Available for Commitment. The Budget Re-

quest dealing With Fiscal Year 1973 contains
cut-backs in the public housing program.
The Administration requests only $183 million of new contract authority to be added to
a carry-over of $130 million in unused contract authority. Thus, the Administration
intends to commit only about 75,000 new
units in fiscal Hl73. This will continue the
serious difficulties already facing the public
housing program. The new starts for fiscal
1973 should be 90,000 units which is less than
one-half of the annual number of units we
need to meet our goals. Reducing the new
commitments for fiscal 1973 to 75,000 units
wlll only put us further behind in meeting
our goals. Moreover, many public housing
authorities are facing large operating deficits
'which are due to Inflation; also, the additional funds are needed to implement the
Brooke Amendment so that low income tenants do not pay an excessive proportion of
their income for rent. While HUD has released $60' million of the $75 mUllon currently available for these subsidies NRC
urges that all available authorizations' be released immediately to meet this critical condition as contemplated by the 1970 HousIng
ACft.

2. Necessary Authorization. NHC recommands the following schedule of authorizations for the PUblic Housing Program for
new units to be developed:
On July 1, 1972 (for fiscal 1973) an additional authoriza,tion of $350 million.
On July 1, 1973 (for fiscal 1974) an additional authorization of $400 mUlion.
On July 1, 1974 (for fiscal 1975) an additional authorization of $450 mUlion.
On July I, 1075 (for fiscal 1976) an additional authorization of $500 million.
On July 1, 1976 (for fiscal 1977) an additional authorization of $500 million.
3. Increases in Legislative Authorizations.

There is a need to Increase the authorizatlons as outlined In' paragraph I, above, for
public housing to an average annual rate of
200,000 units for a 5-year period. Initially, the
annual rate should be 150,000 units, but it
should be accelerated each year until it
reaches 250,000 units in the fourth and flfth
years. This should include pUblic housing of
the conventional type,along with turnkey
housing and leasing programs,
4. Immediate Release of All Available
Funds. NRC deplores the action by the Bu-

reau of BUdget and Management that froze
the $150 million of supplemental authorizations for Fiscal Year 1971 for many months
and delayed meeting urgent needs.
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5. Continuation of Established. Appropriation Proced.ures. During the fioor debate on

tile 1970 Housing Act, COngressman Davis
offered an amendment to subject authorizations for annual contributions to approval
in appropriation acts. NHC deplores and
strongly opposes the intent of this amendment. There is no justification to change
the long-established and satisfactory practice covering authorizations for annual contribution contracts. It has been in successful operation for 35 years since the 1937
law was enacted. NHC urges that the Housing Subcommittee reject this proposal.
6. Other Legislative Amendments. We
should perfect the existing public housing
programs in llght of our experience. In the
conventional pUbllc housing programs, this
requires the following new federal aids to
meet conditions that have been too long
neglected:
(a) NHC approves the objective in the
1969 Housing Act, as reaffirmed in the 1970
Act, to establish a maximum percentage of
a tenant's income which is required to be
paid as rent by public housing tenants. However, NHC recommends that 20% instead of
25 % of a tenant's income should be the
maximum rent. The 25%-of-income requirement is too high for low income famllles to
pay for housing in view of their need to use
income for other essentiai living expenses.
(b) We recommend an amendment which
would make subsidies avallable without reference to maximum income limits. The subsidies would be the amount needed after
the occupant pays the required percentage
of his income.
(c) Neither the program to lease prlvatelyowned housing for public housing purposes,
nor the rent-supplement program for those
of publlc-houslng incomes requires a local
financial contribution in the form of exemption from local real estate taxes. Conventional pUblic housing projects are therefore
at a disadvantage in gaining acceptance by
local governments, since these projects require tax exemption and pay only 10% of
shelter rents in lleu of taxes. To eliminate
this disadvantage, NHC recommends that
local housing authorities be permitted to
make payments in Heu of taxes equal to full
taxes. Federal annual contributions should
be increased to cover the payment of a full
tax eqUivalent.
(d) Special federal grants should be authorized to offset the impact of locating low
and moderate income housing in suburban
and other areas where costs must be Incurred
:for education, health or other services to the
extent they cannot be met from collections of
full taxes on the property. Such federal
grants would prOVide an incentive and inducement to suburban and other communities to accept low and moderate income
housing since it would not impose an additional financial burden on the community.
(e) Untll such time as a full tax equivalent
Is paid on pubHc housing as recommended
above, there should be a federal payment to
cover costs of sending publlc housing children to local schools; accordingly, NRC deplores the fact that the language of the Elementary and Secondary Education Bill which
provided for such payments was deleted.
(f) There should be a HUn authorization
to make Iederal capital grants to cover the
full amount of land and site development
costs in excess of the reuse value of the improved land for new low-rent public housing
projects which are not located in urban renewal areas; also HUn should have authority
to make such federal grants for a write-down
on bulldlngs acquired for rehab1l1tation.
(g) The present law provides for disposition of public housing to residents when the
housing is su1flciently separable for ownership by the residents. We recommend an
amendment to authorize sale o'f an entire
project-including turnkey housing-to a
cooperative with a membership limited to
CXVIII--739-Part 9

those who will reside in the project which
will maintain its low-income character. The
sale shOUld be made SUbject to the continuance of the outstanding bonds of the local
housing authority and the pledge of federal
annuai contributions as security therefor,
including the additional bonds (and annuai
contributions pledged therefor) issued to
finance necessary rehabllltatlon, costs of
achieVing home ownership and prepaid expenses. The proposed NHC amendment would
make It possible for residents of public housing to achieve cooperative home ownership
and to produce better and more stable communities. Further, instead of requiring overincome families to move out, they shOUld be
allowed to acquire cooperative home ownership by paying a higher monthly charge
Which they can afford, based upon a percentage of their increased earnings. This
amendment will give public housing tenants
an incentive to better themselves. As to public housing tenants whose incomes have not
Increased, they should be permitted to remain In the project as members of the cooperative-receiving the benefit of annual
contributions so long as they qualify as low
Income families. The price and mortgage on
the sale of a public housing project for cooperative ownership shOUld be the outstanding principal balance on the outstandIng
bonds on the project Including those issued
for necessary rehabilitation and other costs.
(h) Repeal the provision in the U.S. Housing Act of 1937, as amended, which requires
a 20% gap between the lowest private and
the upper publlc housing income limits for
admission.
(i) Permit low-income individuals-in addition to low-Income famllles--to be eligible
for occupancy in low rent public housing.
NHC recommends the removal of the 10%
limit on the number of units in a project
which may be occupied by low income individuals as distinguished from low income
famllles.
(j) Make the necessary changes to permit
construction in a municipality of low-rent
publlc housing for those of low income who
will later migrate to the municipallty for
employment in industries located there or in
service activities. This would include new
communities or municIpalities outside of
central cities. It would facIlItate dispersal
of popUlation and reduction of the concentration of low-income famIlIes In central
cities.
(k) In new and eXisting low-rent housing
projects, there is a great opportunity to provide social impetus and Vitality not only
to those living in the development, but also
the neighborhood. The need is both for physical eommunlty facIlIties on a large scale
and for skilled and dedicated personnel to
operate them imaginatively. A program was
authorized by the 1965 Act for two-thirds
federal grants to assist communities in developing neighborhood facilities of all types,
with preference to those in neighborhoods
involVing the anti-poverty program. While
this affords a new opportunity to obtain
needed physical facUlties, the law should be
amended to prOVide for necessary social and
counsellng services In such neighborhood faclllties. Where funds or services cannot otherwise be obtained, local authorities should be
permitted to use project funds for this purpose. Adequate funds for social and counseling services should be included in the project budget. We believe the 1970 Housing Act
permits this under the amendment allowing
project income and annual contributions to
be used for tenant services. If any clarification Is reqUired to cover all of the foregoing
services and faclllties, we recommend a further amendment which would aceompllsh
this.
(1) There should be an amendment authorizing the leasing of available private
housing outside central cities for low-rent
housing purposes. Such le!l."lng should not
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require approval by the governing body of
the municipality involved. Parenthetically,
state laws should likewise be amended to enable local authorities to lease such hOUSing
outside central cities.
(Ill) The Section 23 leasing program should
be amended to permit longer term leases as
this will encourage more private owners to
participate in the program. The leasing program should be avallable for use in conneetlon with any FHA-insured housing so as to
help achieve economic integration. It should
also be avallable for use In connection with
FHA-insured nursing homes.
(n) The 1965 Act repealed as to future
projects the requirement of Section 10 (c) of
the United States Housing Act of 1937 that
annual contributions to a publlc housing
agency be reduced by any amounts by
which the receipts of the agency exceed
its expenditures. As a matter of fairness
and to meet the needs of public housing
agencies, NHC recommends that this repeal should also apply to public housing
projects existing at the time of the 1965 Act,
as well as future projects.
(0) There should be no income limits for
continued occupancy in public housing. Instead, people shOUld be permitted to stay in
public housing if they wish upon paying the
prescribed percentage of their income-where
permitted under state laW-but not in excess
of the economic rent.
(p) NHC recommends the deletion of the
amendment in the 1970 Housing Act requiring that at least 30% of the contract authority for annual contributions be used for the
leasing program. This is particularly important because HUD is interpreting this requirement as applying to the contract authority for operating subsidies, which has the
effect of increasing the total required percentage of the contra;c1; authority available
exclUSively for new construction for leasing.
7. A.dministrative Actions. NHC recommends and approves the folloWing administrative actions by HOO:
(a) As permitted by the 1970 Housing Act,
additional annual contributions should be
made to meet all costs except those which
low income faro1l1es can afford in rentals.
This should include not only the debt service, but also adequate maintenance, security, conservation and operation of pUblic
housing, and additional services. It should
also cover the cost of work required to comply With anti-pOllution legislation. The present needs and costs are higher than those
which prevailed when the original annual
contribution contracts were signed. If the
annual contributions are not raised, local
housing authorities wlll be forced to increase rents and income limits. This would
jeopardize the continUed achievement of the
purpose of this program to serve low income
famlUes. Also, it wlll cause the deferment of
necessary maintenance lind repairs, thereby
jeopardizing the physical condition and
long-term life of the property. Most of the
present annual contributions were computed to assure their adequacy to meet debt
service, but without provision for the increased later costs of maintenance and operation, or the need for additional services.
There has been criticism of conventional
pUblic housing because of its failure to
provide necessary services and because of
its fallure to carry out adequate renovation. Correction of these cor.ditions (with
additional annual contributions for this purpose) should remove the cause of this criticism and produce a better living environment in public housing.
(b) The annual subsidy formula should
be revised to permit the payment of the
maximum annual contributions authorized
by law, with residual receipts being used
either for project rehabllltation or improvement. At any time after completion of a
public housing project, provision should be
made for reopening development cost, if
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necessary, to make additional loans· for
needed rehabilitation
improvements, or
other purposes, with annual contributions
correspondingly increased.
(c) WhUe we bel1eve the proposal for private management of turnkey housing is of
dubious merit, we favor testing this new approach to determine whether it wUl produce
benefits or improve techniques in the management of public housing and the achievement of the program's social objectives. The
proposal should be recognized as a pilot and
experimental program to be. determined by
local housing authorities. Meanwhile, NRC
reaffirms the Wisdom of continuing the
present tested management operations
through local authorities. They have long
experience in handling the operations and
problems and social aspects of publ1c housing
management. Moreover. they are clearly
motivated by the public interest in managing publiC housing to serve low-income
famllles. Local housing authorities should be
allowed the same budgets for their operations and management services or. turnk,~y
housing as are proposed for private management. NHC also recommends approval of
experimental programs of local housing authorities for management of publlC housing
by nonprofit organizations, since they ilkewise have motivations of publlc interest and
social welfare.
(d) We again commend HUD for its fiexibllity in using existing legislative tools to
develop a program which wlll enable lowincome families to live in the same projects
as famUles of moderate incomes instead of
isolating families of each income group. Under this program, the low-income family can
continue in occupancy when its income increases, but wUl no longer receive publ1c
housing sUbsidies; instead, it w111 get the
benefit of a below-market interest rate. When
the family becomes self-supporting, it w111
pay the full market rate of interest.
(e) The special subsidy for housing elderly
and displaced persons is now available only
in the event of a deficit operation. NHC recommends that this subsidy be made available
generally in an amount equal to the difference between the rent paid per mOllth
and the average cost of operation.
(f) The 1968 Housing Act emphasizes the
importance of good public housing design to
the low-income family and to the local community. The Nation is concerned not only
with the quantity of new public housing,
but also with its quality. He urge HUD to
take all actions necessary to achieve higher
design standards for public housing developments.
(g) NHC recommends necessary adjustments in public housing income l1mits In
those localities which have failed to keep
pace with the increases in costs and incomes;
also, there should be a recognition of the
larger income which larger families require.
Thus, there is no justification for a publ1c
housing limit for a larger family which would
make a welfare recipient ineligible for occupancy.
(h) NHC recommends a revision in the
letters of intent used by HUD in its turnkey
housing program, in order to make It mandatory for housing authorities to purchase
the land and plans from the developer iffor any reason-the local housing authority
and the developer fail to execute a contract
to purchase.
(i) NHC suggests that local housing authorities draw down the purchase price of
the completed improvements at the time of
signing the turnkey contract of sale. This
sum would then be deposited to the credit
of the local housing authority with a banking institution in the community in which
the project is being bUilt and a Certificate of
Deposit would be issued to the local housing
authority bearing interest at the highest going rate. In consideration of the deposit, the
banking Institution would agree to make the

construction loan to the turnkey developer
at an interest rate not more than 2 percentage points higher than the interest paid by
the banking institution to the local housing
authority on the Certificate of Deposit, plus
normal operation and service charges and
fees.
(j) HUD is currently working on the final
version of new regulations for the Turnkey
ill and IV Programs. The Turnkey m Program will provide home ownerShip opportunities for low income families in projects
which are initially owned by public housing
authorities. Turnkev IV will prOVide similar
home ownership opportunities in projects
that are privately owned. The Turnkey IV
Program has the advllontage of paying full
taxes and requires no local approval. Cooperative, nonprofit and profit motivated sponsors are eligible to initiate Turnkey IV Programs. NHC urges HUn to Issue and implement Turnkey III and IV regUlations which
will enable achievement of home ownership
status in a reasonable length of time. To
Insure that these programs receive a fair
chance to succeed, HUD should earmark an
adequate amount of the annual contribution
contract authority for such programs. For
turnkey projects financed under FHA programs, NHC recommends the use of FHA
practices such as negotiated contracts with
those who initiate these programs. Competitive bidding is not consistent with FHA practices and procedures. Moreover, negotiated
contracts would proVide a better opportunity
for minority contractors to initiate such programs.
(k) The Section 23 leasing program should
be administered in a manner which w111 permit longer term leases as this will expand
the program inclUding the encouragement of
more new construction and rehabilitation.
(1) NHC recommends that the documentation reqUired to qUalify initially for the leasing program eliminate the unnecessary requirement for development of detailed hypothetical data as to the extent of the potential supply of units.
(m) We urge HUD to restore the availability of consolidated annual contribution
contracts and operating budgets for use by
local housing authorities. This mechanism
has been essential to enable most local programs Involving more than one project to
serve adequately a cross section of needs in
the low income group. Also, this procedure
has been necessary for the proper operation
of projects with substantially different sizes,
ages, neighborhoods, and design characteristics. Insistence by HUD on a separate annual
contributions contract for each new project
will exclude many development opportunities and impair sound and flexible management operations.
(n) When the local housing authority renews leases under the leasing program, there
should be a price adjustment in the lease
that takes into account price level changes.
(0) Late:n the opring of 1971, HUD officials
instituted a program of utlllzing prototype
cost limits for public housing as provided
in the 1970 Housing Act. The schedule provicles for four types of buildings: detached and semi-detached; row
houses; walk-ups; and elevator bUildings. Prototype cost limits have been
pUblished for almost all areas of the country.
NRC recommends that all programs initiated
under the old statutory maximums continue
with the rules applicable to them when they
were initiated. In addition, NHC recommends
that HUD constantly review the prototypes as
to their reasonableness. NHC has received
many reports concerning the unrealistically
low levels of the limits established under the
prototype program.
(p) Late In the summer HUD announced
a system for consolldating public housing
subsidies and for advance funding to enable
housing authorities to know what their fund-

(q)
HUD announced
the delegation
more authority to local
housing authorities for the modernization
program including formulating its operating
budget. The new HUD area offices can approve such modernization plans within HUDapproved budget amounts. Under this proposal a local housing authority can submit
its proposed budget to the local governing
body for approval without further Federal
review. NRC applauds this delegation of authC'rity to local agencies.
(r) NHC urges that HUD amend Its site
selection criteria which make it impossible
for a new housing authority to receive a superior rating If it does not have past experience. In addition, they often preclude building housing projects already programed in
urban renewal areas. Finally. they often make
it Impossible to comply With the one-for-one
replacement reqUirement for housing under
urban renewal. The site selection criteria also
fail to give any weight to ownerShip and resident control of housing. NHC seriously questions the present site selection criteria and
urges their amendment to meet the foregoing objections.
CHAPTER H. URBAN RENEWAL PROGRAM

1. Summary 01 existing legislation
1. Objectives. Urban renewal is a major in-

strument of reform which deals primarily
with the physical side of removing blight. Its
objective is to eliminate slum, blighted or
deteriorating areas and provide for the use
and disposition of land In accordance with
comprehensive urban renewal plans that meet
community needs. Over 1,000 cities are reclaiming such blighted areas for redevelOpment or rehabllltation under urban renewal
programs. The backlog of urban-renewalgrant applications was in excess of $3 billion
at the beginning of the fiscal year and new
appl1cations averaged over $200 million per
month, despite HUD actions to discourage
applications by the imposition of more stringent reqUirements concerning program objectives and priority criteria. Each year about
60 additional communities are joining in the
participation of the urban renewal program,
after adopting workable programs for community improvement. There is a tremendous
need for increased urban renewal authorizations and appropriations to meet the requests
of cities who are seeking to stop the insldious
blight which is overwhelming their older
neighborhoods.
2. Authorizations and Limitations in the
1968 and 1969 Housing Acts:
(a) Increased Authorizations in 1968 Act.
An additional $1.4 billion of urban renewal

grants was authorized by the Act for fiscal
year 1970. In addition, there was an authorization of $350 million for urban renewal
grants for projects in model city areas, which
supplements the previous authorization of
$250 million for this purpose.
(b) Neighborhood Development Program
(NDP). The 1968 Act prOVides for a new ap-

proach to urban renewal which is Intended to
facilitate more rapid rehabilitation and redevelopment of blighted areas on an effective
scale. Financial assistance would be provided for a neighborhood development program which consists of urban renewal undertakings and activities in one or more areas
that are planned and carried out on the basis
of annual increments. Financing is based on
the 'amount of funds needed to carry out
the activities planned during a 12-month
period in each of the urban renewal areas in
the community's program. As to subsequent
annual increments of the program, the community would receive financial assistance to
the extent that funds are then available and
the community's program is acceptable to
HUD. This will permit the undertaking of
urban-renewal-execution activities, land
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acquisitions and public improvements simultaneously with planning. By administrative
action, HUD is now limiting new urban
renewal activities exclusively to NDP proposals and will not accept any new applications for conventIonal urban renewal projects.
(c)
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Low and Moderate Income Housing.

The 1968 Act requires that a majority of the
total number of housing units in a community's residential urban renewal project
which receives Federal recognition after
August I, 1968, must be for low and moderate
income families or individuals. As to housing units in urban renewal areas, at least
20% of the total must house low-income
families or indiViduals, but HUD may waive
this 20% requirement to the extent that
these units are not needed in the community.
(d) Increased Authorizations in 1969 Act.

The 1969 Act amends the first sentence of
Section 103(b). of the 1949 Act to increase
the aggregate amount of capital grants which
may be made under the urban renewal program by $1.7 billion on July I, 1970, and reserves 35 percent of available funds for
fiscal year 1970 and fiscal year 1971 for
neighborhood development programs.
(e) Extension of Urban Renewal Assistance
to Trust Territories. The 1969 Act makes the

Trust Territory of the Pacific Islands and the
IndIan tribes, bands, groups, and nations (including Alaskan Indians, Aleuts, and Eskimos) cf the United States eligible for:
(1) urban renewal loans and gronts for
rehabilitation;
(2) demolition grants;
(3) code enforcement grants; and
(4) interim assistance grants.
(f) Extension of Period of Eligibility of
Local Grants-in-Aid. The 1969 Act amends

Section 110(d) of the 1949 Act to permit, in
the case of any urban renewal program for
which an application Is filed but not approved on or before the date of enactment of
the 1969 Act, credit for local grants-in-aid
if construction of the public improvement or
facility was commenced not more than 4
years prior to authorization by the Secretary of a contract for a loan or capital grant
for the project. The period of eligibility
otherwise applicable is 3 years. There are
also other extensions of the period of eligIbility of 10001 grants-in-aid for certain
projects.
(g) Inclusion of Enclosed Pedestrian Malls
as Eligible. The 1969 Act amends Section 110

(c) of the 1949 Act to include covered pedestrian malls and walkways (with related facil1ties) among the types of undertakings eligible for inclusion in urban renewal project
costs.
(h) Rehabilitation Grants. The 1969 Act
amends Section 115 of the 1949 Act to increase the maximum rehabilitation grant authorized under that section from $3,000 to
$3,500.
(i) Local Grant-in-Aid Credit for Certain
University Facilittes. The .1969 Act amends

Section 110(d) of the 1949 Act to make clear
that medical facilities otherwise eligible for
non-cash grant-in-aid credit may receive
such credit if built on behalf (as well as if
built by) a public university.
(j) Replacement Of Housing Units Where
Project Involved Removal of Residential
Structures. The 1969 Act amends Section 105
of the 1949 Act to provide that if any urban

renewal project which receives Federal recognition after the date of enactment of this
Act includes the demolition or removal of
any residential structures, there must be
provided in the area. within which the local
public agency has jUrisdiction by construction or rehabilitation standard housing units
for occupancy by low and moderate income
families at least equal in number to the
number of units demollshed or removed that
were occupied by such families prior to demolition or removal. Replacement housing

may be prOVided under Federal or Stateassisted housing programs and may include
units for low-rellt housing in private acccmmodations assisted under Section 23 of
the United States Housing Act of 1937. Where
the Secretary of Housing and Urban Development deems it appropriate, he may take
into account suitable housing outside the
area within the jurisdiction of the local
public agency for purposes of meeting this
requirement. If the Secretary finds that the
percentage of vacancies for all existing housing units in the area within which the local
pUblic agency has jurisdiction is 5 per centum
or greater, he may waive this requirement to
the extent that he determines that there
are existing standard housing lmits available
for occupancy by displaced low and moderate
income families.
3. Amendments in Housing and Urban Development Act of 1970:
(a) Urban Renewal Grant Authority. The

1970 Act amends Section 103 (b) of the Housing Act of 1949 to Increase the aggregate
amount of capital grants which may be
made under the urban renewal program by
$1.5 billion on July I, 1971, and requires that
not less than 35 percent of available funds
during the fiscal years of 1970 through 1974
be made available for neighborhood development programs.
(b) Relocation Payments. The 1970 Act
amends Section 114(b) (1) of the Housing
Act of 1949 to provide that the Secretary of
Housing and Urban Development may authorize the payment to displaced business
concerns of fixed amounts in lleu of their
total certified actual moving expenses where
he determines that it is impractical for a
displaced business concern to calCUlate the
amount of such expenses.
(c) Expenses in Connection with the Sale

0/

Surplus Federal Lands to Local Urban
Renewal Agencies. The 1970 Act amends

Section 108 of the Housing Act of 1949 to
permit the secretary to charge against the
gross proceeds realized any property management or other expenses he incurs when Federal surplus real property is transferred to
him for sale to a local urban renewal agency.
Under existing law all the proceeds from
such a transfer and sale must be deposited
into tho Treasury.
(d) Early Closeout of Urban Renewal projects. The 1970 Act amends Section 106(i) of

the Housing Act of 1949 to authorize the Secretary, in cases where the local pUbllc agency
does not expect to be a.ble in the reasona.bly
near future, due to circumsta.nces beyond its
control, to dispose of remaining urban renewal project land, and the Secretary determines an ea.rly close-out of the project would
be in the financial interest of the Government, to compute the net project cost and
close out the project at no additonal cost to
the locality. The locallty would receive an
additional grant equal to one-third (or onefourth) of the estimated dispositon proceeds
from the undisposed land. When such land
was subsequently disposed of in accordance
with the urban renewal plan the net proceeds
realized would be paid to the Secretary.
Under previous existing law early project
closeout was only permitted Where 5 percent
or less of project land remains unsold.
(e) Inner City Development. Part D of
Title vn of the 1970 Act (establishing the
National Urban Growth Program) amends
Section 110 of the 1949 Act to make innercity developments ellgible for urban renewal
aid without regard to requirements as to substandard or deteriorated physical condition
provided the existing uses are obsolete,
under-utilized or otherwise inappropriate
non-residential facilities or consist of vacant
land. New uses in such inner-city developments must be housing, essential public
facilities or employment producing facilities.
4. Auth.orizations in Appropriation Acts.

For fiscal 1969, $750 million was authorized
and appropriated for urban renewal grants.

In addition, an advance appropriation was
made of $750 million of the $1.4 billion authorized for fiscal 1970 in order to give communities more lead time for planning their
urban renewal program. For urban renewal
projects in model city areas, $312.5 million
was appropriated for fisca11969, as compared
with the $350 million authorized. Of the $250
million authorized for grants on urban renewal projects in model city areas for the
preceding fiscal year, $150 million was appropriated. For fiscal year 1970, $750 mUlion previously appropriated was available plus $250
million of new appropriations. $1.35 billion
was included in the appropriation act for
fiscal year 1971 which was vetoed by Prestdent Nixon. Then, Congress passed another
appropriation act for fiscal 1971 with a reduced total of $1.2 billion for urban renewal
Which was signed by the President. $1.25 billion was contained in the Appropriation Act
for Fiscal Year 1972.
II. Recommendations

1. Urgent Need to Continue Program.
President Nixon's 1972 Budget Message requested only $600 million for urban renewal
funds for the first half of fiscal year 1972,
plus a $200 million carry-over from this year.
In addition, the Budget Message contemplated phasing out the rehabilitation grant
program and consolidating it with three
other categorical grant programs into a new
community development grant program under special revenue sharing. BeCa\lSe the
prospects of adoption of the special revenue
sharing proposal, especially by the end of the
first half of fiscal year 1972, were dim, Congress appropriated $1.25 billion for all of
fiscal year 1972.
NHC continues to oppose the wiping out
by the special revenue sharing program of
authorizations not yet appropriated for urban renewal of $1.31 billion. Finally, NHC
deplores the action by the Bureau of Budget
and Management that froze $200 million of
the $1.2 billion appropriated for fiscal year
1971 for many months. In view of the tremendous backlog, this money should have
been made available immediately.
In his Budget Message for fiscal 1973, the
President has requested an appropriation of
$1,000,000,000 for urban renewal. In the
event that his proposed new legislation is
enacted for an urban community development revenue sharing program, the President proposed that there would be a supplemental appropriation of $490,000,000 in
addition to the requested appropriations for
the individual categorical programs. In that
event, the President's Budget contemplated
a total program for urban community develg
opment revenue sharing of $2.3 billion for
fiscal 1973, which would include the amounts
for the categorical programs plUS the proposed supplemental appropriation for urban
community development revenue sharing.
When there are additional legislative authorizations as recommended below, there
should be additional appropriations for each
fiscal year and an advance appropriation for
the succeeding fiscal year. This will give
communities more lead time for planning
their urban renewal programs.
2. Increase in Legislative Authorizations.

NHC recommends an increase in the authorizations for appropriations for a 5-year period
at the following levels;
On July I, 1971 (for fiscal year 1972) an
additional authorization of $3.0 billion.
On July I, 1972 (for fiscal year 1973) an
additional authorization of $3.25 billion.
On July I, 1973 (for fiscal year 1974) an
additional authorization of $3.5 billion.
On July I, 1974 (for fiscal year 1975) an
additional authorization of $4.0 billion.
On July 1. 1975 (for fiscal year 1976) an
additional authorization of $4.5 billion.
As public agencies elect to utilize the alternative Community Development Program under our proposed amendment to Part C of
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'l'1t1e I, the foregoing appropriations would
be utlUzed to provide funds to carry out the
new Community Development Program which
would gradually replace the other program.
3. Legislative Amendments RelaUng to
Parts A and B of Title I oj the Urban Renewal
Act. NRC recommends the following amend-

ments to urban renewal laws:
(a) On capital grants for urban renewal,
code enforcement and other comparable programs, there would be an Increase In the federal grant to % from the present % which
Is paid to larger cities. For smaller cities, the
% grants should be Increased to %. Further,
where the community elects to finance survey and planning costs at Its own expense,
the project capital funds for larger cities
should be Increased from % to %. Pooling all
of such grants should be permitted for all
urban renewal projects In the city. Where the
urban renewal is located in a distressed area,
the present subsidy of % should be increased
to %.
(b) NRC recommends that action betaken
to simplify both the legislative and administrative prOVisions relating to local non-cash
grants-In-aid; also to embrace all types of
such aids as being eligible for credits against
the local contribution. The objective should
be to eliminate most of the complexities of
the rule, reviews and approvals of local noncash credits and to extend benefits of this
means of financing the local share of urban
renewal projects costs.
(c) A new program of loan and grant contracts shOUld be authorized for the purpose
of assisting the acquisition and rehabll1tation of scattered properties In residential
neighborhoods designated for conservation,
rehab1l1tatlon, or Intensive code enforcement
by an approved community renewal program.
The cost of any new public improvements
serving the rehab1l1tatlon properties should
be recognized for appropriate grant-In-aid
credits.
(d) Local public agencies shOUld be authorized to make sales of Industrial and
commercial land for later development by
nonprofit Industrial development corporations or properly constituted public bodies on
the same basis as is now authorized under
economic development laws.
(e) There should be a broadening of the
existing stat1}tory provisions for recognition
of real property tax losses-on the land as
improved before the demolition occurred-by
the locality In an urban renewal area as a
local grant-in-aid credit. Such losses should
be computed from the date of acqUisition of
the property to the date of transfer of title.
(f) Where a project Is in execution, tax
abatement should count as a non-cash local
grant-In-aid to the project when such tax
abatement Is granted to federally-assisted
housing for the purpose of achieving lower
rents and facll1tating relocation unless there
is a federal grant to reimburse the state and
local taxing authorities for their tax losses.
(g) NHC supports special urban renewal
provisions for central business districts
which would clearly recognize that commercial and business obsolescence comes
within the definition of blight whose removal
is eligible under Title I. NHC supports special urban renewal prOVisions for central
business districts which would permit the
renewal of such districts and recognize that
employment. commercial. industrial. and
CUltural functions of central business districts are of vital importance to community
growth and revitalIzation.
(h) There should be an amendment to the
urban renewal law allowing any public facllity to be eligible for non-cash grant-In-aid
credit covering the full cost of the facllity
if Its development was occasioned by the
urban renewal program as certified by the
urban renewal agency.
(I) Section 314 should be amended to provide th:lt the Federal Government In special

cases could pay up to 100% of the cost oithe
demonstration program.
(j) Non-cash grant-in-aid credits shOUld
be extended to cover air rights Involved in the
development costs for 221(d) (3) or 236 projects for low and moderate income families.
(k) Title I funds should be available for
the reclamation of otherwise unbUildable
land in urban areas on the Eame financial
formUlas now controlling otller activities.
(1) Where state or local law requires abutting property owners to pay a portion of the
cost of street repairs, federal urban renewal
grants should be made to cover the owner's
share when there Is a shOWing of need.
(m) Under the Neighborhood Development
Program, non-cash grants-in-ald-otherwise
meeting time requirements-should become
eligible as soon as HUD accepts an application for review.
(n) Costs of development of the Initial
application shOUld be an allowable project
cost.
(0) NRC urges legislation that would allow
the owner of property In blighted areas
which is either underdeveloped or contains
a structure which Is fully depreciated to be
given the same tax allowances permitted under an involuntary conversion as through
eminent domain, If he were to dispose of his
property to a private developer and to Include
in the conveyance the appropriate restrictions
and requirements of the urban renewal plan.
Such a procedure would result In the
achievement of the publ1c purpose without
the necessity of having the land pass through
pUbliC ownership. Appropriate certification
by the local public agency could afford necessary safeguards. This could result in a considerable savings in pUblic funds and savings
In time which would otherwise be lost in the
process of acquisition and SUbsequent disposition by the local public agency.
4. Legislative Amendments Relating to
Community Development Program (CDP).

NHC endorses and recommends an alternative Part C program under Title I which
would prOVide for a total Community Development Program (CDP)-a comprehensive
communltywide program, prepared by the
local community, Including all physical development, rebullding and rehabilitation
actiVity, and eligible for federal funding on
an annual basis. Most of the elements which
NHC favors In such a program are contained
in S. 2333, the proposed Community Development Assistance Act pending In the Senate
Subcommittee on Housing and Urban Affairs.
Many of them are also contained In Title VI
of the proposed Housing and Urban Development Act pending In the HousIng SUbcommittee of the House Committee on Banking
and Currency. The key element In the program is the preparation by the 10cal1ty of a
Community Development Plan. In drafting
It, the locality would have to take stock of
its physical Inventory, set priorities, and relate each component in the plan to the specific pUblic need it seeks to meet. The plan,
if approved. would receive federal funding on
a yearly Increment basis, similar to that in
the NDP program. The local1ty's application
to HUD would contain a three-year forecast
of financial assistance needed, Including a
one-year budget and program, and a request
for a second-year reservation of funds. The
proposal caUs for a three-year Federal authoriza tlon, with one year con tract, a second year advance reservation, and a third
year forecast. They would be updated annuaUy. The actiVities proposed for inclusion
in a Commlmity Development Plan extend
greatly beyond those now eligible under traditional urban renewal or NDP. Specifically,
the CDP would InclUde:
(a) The Program would involve modifications In existing legislation relating to renewal, codes, rehabilitation, and other
aspects as described in the proposed new
Part C of Title I. In addition to these items
which would be funded out of CDP monies,

ihetktlriiaiedC()~j;otth~tol1oWlri~ additional

actiVities would be Identified in the Program
and there shOUld be set aside the necessary
Federal funds (Which would not be CDP
funds, except for rehabilltation grants) to
assure their timely completion: (I) proposed
housing and rehabllitation; (il) water and
sewer; (il1) neighborhood facilltles; (IV)
open space, urban parks, and urban beautification.
(b) The Title I program would continue,
but the new CDP Program is designed. gradually to replace It.
(C) The Program would cover the entire
community in both public and private developments. The Federal funding proposed
for public Improvements and facilities under
the CDP would be available on a City-wide
basis but only in locations designated in the
COP's budget.
(d) When a Community Development Program Is approved for a city, there would be
a reservation of funds for all of the followIng activities relating to it: (i) proposed
housing and rehabllitations; (il) water and
sewer; (111) neighborhood fac11lties; (iv)
open space, urban parks, and urban beautification. The estimated cost of these additional activities would be identified but
would not be funded out of the COP monies
(except rehabilitation grants), but there
would be set-asides of necessary Federal
funds for each of these programs.
(e) Rehabllitatlon grants would be funded
out of the COP monies. Temporary loans
could also be made from COP funds for rehabilltation activities.
(f) Any actiVity contained In the operatIng bUdget of a Community Development
Program would be el1gible as a local contribution under the formula for a 90% Federal grant. The participating community
should continue to have the option of proViding its local share In pUblic Improvements
as well as In cash. The budget would also Include funds for the design and construction
of fac11ltles to the extent that such funds
are not otherwise available. This proposal for
COP design and construction financing for
supporting faclllties when permanent financIng is contemplated from other sources Is to
take the City's place when the city Is slow
in bUdgeting for the services or supporting
faclllties.
(g) While the CDP grant could not normally provide financing for the "supporting
faci11ties" (schools, hospitals, etc.) It could
provide, In addition to Interim financing for
design and construction, a ·five percent override Incentive grant to certain Federal
grants-In-aid; and, where necessary, definitive loans for permanent financing secured
by a lease agreement.
(h) There would be a 20% supplementary
grant for unrestricted purposes relating to
programmed activities.
(I) The standards that would be applied
for property acquisitions such as conditions,
location and present use would be the same
as currently set forth In Title I, as amended
and in Title VII of the 1970 Housing Act.
(j) A local development corporation would
be an eligible agency to undertake federallyassisted community development program
actiVities, and could be so utilized by a locality. To be eligible to contract for such actiVity under a local CDP, a local development
corporation should be able to: accept grants,
gifts, and donations; make loans; Issue stock;
borrow funds; donate and dedicate land and
improvements for public purposes; acquire
property for development, redevelopment. rehabllltation, preservation, and conservation
In accordance With a pUblicly-adopted plan;
construct, repair or improve public facilities
and Improvements; construct or Improve for
Industrial, commercial, or residential purposes and hold or sell same for public or private use.
(k) The provision of supplementary servIces and functions are necessary to success-
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ful operation of the CDP, such as health,
education and training activities and day
care centers for which there are no Federal
programs available.
(1) DIrect loans and grants are necessary
for the conservation, preservation, and rehab1l1tation of other properties, •as in the
present 312 and 115 programs.
5. Administrative.Action:

NHC opposes the administrative action by
HUD in terminating approvals of any new
urban renewal projects and requiring all new
urban renewal activity to be under the
Neighborhood Development Program. This
action was taken without any legislative
mandate. Pending the enactment of proposed
community development block grant legislation, NHC believes local governments and
local renewal agencies should continue to
have the option of proceeding either through
new renewal projects or electing to proceed
under NDP, as provided for in existing law.
(a) However, with respect to the NDP Program, NHC recommends the foliowing administrative actions:
(1) It should be fiexibly administered, particularly as regards the requirements for actions on plans for areas larger than those
proposed for the action year.
(2) The localities shOUld have the option
(without such action being prejudicial to
their present or future programs) to employ
the Neighborhood Development Program as
the means of carrying out Title I activities,
including the conversion of conventional
Title I projects to the Neighborhood Development Program.
(b) NHC recommends, in those cases of
condemnation of real property and when a
deterIoration has taken place through no
faUlt of the owner, that an effort be made to
predicate the compensation of the property
on the fair market value before the deterioration. If legislation is needed to insure that
eqUitable compensation is made in such
cases, NRC recommends that appropriate legislative measures be taken.
(c) Cities whose population dropped below
50,000 in the 1970 census should be eligible
for federal grants of %, rather than being
limited to the % grant which was preViously
applicable to them based on the 1960 census.
We believe this can be done through administrative action, but NHC recommends legislation if it is necessary.
(d) HUD has recently issued a proposed
project selection system for certain community development programs. This selection
system would assist in the selection of project applications for funding under the Neighborhood Development Program, the Open
Space Program (Legacy of Parks), the Neighborhood Facll1tles Program and the PUblic
Fac1l1ty Loans Program. Project applications
wlll be reviewed in the HUD Area Office by a
team consisting of Community Development
staff and technical experts. Funding wlll be
made avallable only after three distinct review activities occur. Fir!>t, the appllcation
will be jUdged against statutory related prerequisites to eliminate clearly Inappropria.te
proposals or clearly ineligible projects: second, the application, if it meets the prerequisite test, wlll be evaluated against certain
numerlcally rated crIteria; third, those applications ranked high enough to justify further processing in accordance With established procedures wlll then be reviewed for
technical compliance with all relevant statutory requirements including those for which
a preliminary jUdgment was made as to apparent eligibility in the prerequisite review.
No funding commitments will be made until
after all three of these technical compllance
reviews are completed. NHC recommends
against the use of this project selection system. We recommend that HUD follow the
mandate in the 1959 housing act which required that applications be processed and
funded in the order of submission and that

approval or disapproval be based on the need
and feasiblllty of such applications.
(e) NRC urges that HUD recognize that
there are over 550,000 units of new construction of public housing requested annually.
Both for pUbllc hOUSing and privately assisted housing, the use of the site selection criteria should not be conducted in such a
manner as to reject projects and thus make
it appear that there is not a strong demand
for additional projects and funding.
CHAPTER I. MODEL CITIES

I. Summary of existing legislation
1. Objectives. NHC reaffinns its endorse-

ment of the model cities program to launch
10CRI programs for the upgrading of entire
neighborhoods. This is done through the
concentrated and coordinated use of all
available Federal aids and local private and
governmental resources, including the supplementary Federal grants for such model
cities. We urge acceleration in the disbursement and release of funds under the present
program.
2. Authorizations in the 1968 and 1969
Housing Acts.

(a) The Housing Act of 1968 provided for
(1) an increased authorization of $1 bUllon
for the fiscal year 1970 for supplemental
grants and (2) $12 mUlion for fiscal year
1969 for grants to plan model cities programs. Any amounts authorized, but not
appropriated, could be used for any succeeding fiscal year commencing prior to July
I, 1971.
(b) The 1969 Act amended Section
111 (b) of the Demonstration Cities and
Metropolitan Development Act of 1966 (with
a conforming amendment in Section 111 (c»
to authorize an additional $600 million in
grant authorlty for model cities for the fiscal
year 1971.
(c) The 1969 Act amended Section 111 (b)
of the 1966 Act to require that (for the fiscal
year 1970 and thereafter) 10 percent of any
appropriations for Model Cities supplemental grants be used in cities of less than 100,000 population and to permit such use without regard to the statutory formula fiXing
the maximum Federal amount payable to
any city at 80% of the aggregate required
non-Federal contributions in connection
with all Federal grant-in-aid programs which
are carrIed out as part of the Model Cities
program.
(d) The 1969 Act amended Section 111 (c)
of the 1966 Act to provide that amounts authorized but not appropriated for any fiscal
year could be appropriated for any succeeding fiscal year commencing prior to July I,
1971.
3. Authorizations in Appropriation Acts.

(a) Of the $400 million authorized for
supplemental grants to model cities for fiscal
year 1968, $200 million was appropriated. For
fiscal year 1969, there was an authorization
of $500 mlllion for supplemental grants but
the amount appropriated was $312.5 mlllion.
For fiscal year 1970, $575 million has been
appropriated instead of the $1 billion authorized by the 1968 Act. Of the $600 million authorized by the 1969 Act for fiscal 1971. the
President requested $575 million, which was
included In the appropriation act for fiscal
1971. $150 mUlion was Included In the appropriation act for fiscal 1972.
(b) Of the $12 million authorized for fiscal year 1967 for grants to plan medel cities
programs, there was an Rppropriatlon of $11
Inillion. For fiscal year 1968 there was an
appropriation of the $12 mUllon which was
authorized for such planning grants. No appropriation has been made of the $12 million
of planning grants authorized for fiscal year
1969 or 1970.
4. Amendments in Housing and Urban Development Act of 1970.
(a) Authorization for Model Cities Programs.

The 1970 Act amends Section 111 of the
Demonstration Cities and Metropolitan Development Act of 1966 to authorize new appropriations . of $200 m!llion during fiscal
year 1972 for the Model Cities Program; extends the availablllty period for unexpended
funds to July I, 1972; and eliminates administrative expenses from the appropriations
authorlzed under Section 111 of the Act.
5. President's Budget Request fOT Fiscal
Year 1973. In his Budget Message for fiscal

1973, the President has requested an appropriation of $515,000,000 for model cities. In
the event that his proposed new legislation
is enacted for an urban community development revenue sharing program, the President proposed that there would be a supplemental appropriation of $490.000.000 in addition to the requested appropriations for the
Individual categorical programs. In that
event, the President's BUdget contemplated
a total program for urban community development revenue sharing of $2.3 billion for
fiscal 1973, which would Include the amounts
for the categorical programs pIns the pro.
posed supplemental appropriation for urban
community development revenue sharing.
II. Recommendations

1. Increase in Legislative Authorizations.
NHC recommends a legislative increase in
the appropriations for the model cities program for a 5-year period as follows: (a) additional supplemental grants at the rate of
$1.5 billIon a year; and (b) additional model
cIties planning funds at the rate of $50 million a year. We further recommend that there
be advance appropriations for each fiscal
year, besIdes the current one, to give cities
more lead time for their planning and de-.
velopment of model city programs. While we
are pleased to note the signIficant increase in
cities now participating in the model cities
program, we urge that the foregoing recommendation be adopted to enable participation by all qualified cities and counties which
apply; also, to enable participating cities and
counties to obtain the additional funds which
they require.
2. Other Legislative Amendments. The
model cities program cannot achieve its goals
and prOVide necessary housing unless there
are increased authorizations and programsas recommended elsewhere in this reportas follows:
(a) To expand urban renewal actiVities.
(b) To increase the supply of adequate low
and moderate income housing in the model
cities. Such housIng shOUld not be limited
to what will be developed in the model neIghborhood area or the city itself. New housing
and related community fac11lties shOUld be
developed extensively on vacant land or other
sites not involving substantial residential
displacement.
(c) To Increase Federal grant funds for
water, sewer, and neighborhood fac11ltles, and
for open-space and urban beautification.
(d) To increase Federal grant funds for all
other programs involved in model city areas,
including those dealing with health, education, welfare, mass transportation, training
and other purposes relating to urban affairs;
also, to specifically designate such categorical
funds for these purposes to be available for
model cities.
3. Other recommendations. To achieve the
objectives of this program, full coordination
is required between HUD-and all of its participating constituents-and all of the other
Departments of the Federal Government who
participate in the model cities program; also
between the Federal Government and local
governments. Each must effectively use all
of Its powers and avallable funds in doing
its share of the total job. NRC recommends
Presidential action and direction to assure
that all participating Departments of the
Federal Government fulfill their responsib1llties under the programs for model cities and
urban affairs, including (a) effective coordi-
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(e) On individual ownership of single
family homes. the maximum downpayment is
$200 for familles with incomes up to 135
percent of the maximum income limits that
can, be established in the area for initial occupancy in public housing and 3 percent of
appraisal value in other cases.
(f) HUD is authorized to provide bUdget,
debt management, and related counseling
services to homeowners who purchase homes
under the program.
(g) The housing, with a few limlted exCHAPTER J. HOMEOWNERSHIP PROGRAM UNDER
ceptions, must be new or substantially reSECTION 235
habilitated housing, except that up to 30 per1. Summary 0/ exi.sting legislation
cent of tl_e amount of contracts authorized to
be made before July 1. 1971 can apply to
1. Objectives. Section 235 provide5 financial
assistance to enable lower income familles existing housing." a
to acqu!=e individual or cooperative home(h) The aggregate amount of contracts to
ownership. This law responds to the urgent make payments cannot exceed amounts apdesire for homeownership among lower in- proved in appropriation acts. The payments
come families who want the pride of own- pursuant to the contracts cannot exceed $75
ing their own home and the greater sense million per annum prior to July I, 1969.
of security and dignity which it affords. In- This amount was Increased by $125 mlllion
dividual and cooperative ownership provides on July I, 1969," $125 million on JUiy
benefits not only to the owner, but to the I, 1970, and by $170 million on July 1,
community as well. Such owners take respon- 1971."'
sibility for maintaining and improving their
(i) The 221 (h) program-with a new limit
homes. They acquire a stake in the commu- of $50 million-Is changed to allow the Secrenityand participate in its affairs. The result tary to reduce the interest rate on a home
is a more stable and wholesome living en- purchaser'S mortgage under the program to
vironment in which to rear children.
as low as 1 percent where the purchaser'S
2. Authorizations in the Housing Acts of income justifies. with periodic adjustments
1968 and 1969.
between 1 and 3 percent to refiect changes
(a) HUD is authorized to enter into con- in the homeowner's income. Under this protracts to make periodic payments to lenders gram nonprofit mortgages purchase and rewho make FHA-insured home mortgage loans habilitate housing with financing under FHA
to lower income familles. The payments will insured mortgages and resell it to lOW-Income
be in an amount necessary to make up the families.
difference between 20 percent of the fam11y's
(j) Section 235(c) of the National Housmonthly income and the reqUired monthly ing Act now authorizes homeownership aspayment under the mortgage for principal, sistance payments for home purchasers Who
interest, taxes, insurance, and mortgage in- assume mortgages and who are otherwise elisurance premium. In no case, however, can gible." Section 235(b) (2) of the act now
payment under the mortgage exceed the dif- allows subsequent ellgible ;>urchasers of coference between (i) the required payment operative units to get the benefit of homeunder the mortgage for principal, interest, ownership assistance payments which were
and mortgage insurance premium and (li)
preViously limited to the initial two purthe payment that would be reqUired for prin- chasers of a cooperative unit.cipal and interest if the mortgage bore an
3. Authorization in Appropriation Acts. Of
interest rate of 1 percent. The amount of the the $75 million authorized under Section 235
payment on each mortgage will vary accord- for interest-assistance contracts prior to July
ing to the income of the homeowner. The 1, 1969, $70 million of the contract authority
family's income is reqUired to be recertified has been embodied in appropriation acts. Of
at least every 2 years and appropriate adjust- the $100 million authorized in the 1968
ments made in the assistance payment to Act-this authorization was increased to $125
refiect any changes.
million in the 1969 Housing Act-for fiscal
(b) The assistance payment is available for 1970. $90 million was appropriated. The supa purchaser having an income at the time of plemental appropriation Act of 1970 conhis initial occupancy, not in excess of 135% tained $35 million of contract authority. The
of the maximum income limits that can be appropriation act for fiscal year 1971 conestablished in the area for initial occupancy tains $130 million of contract authority and
in public housing. However, up to 20 percent the appropriation act for fiscal year 1972 conof the funds authorized in appropriation acts tained $170 mlIlion of contract authority.
for the program can be used to assist famllles
4. AmencIments in Housing and Urban
with incomes above these limits but which Development Bill of 1970.
are not in excess of 90 percent of the income
(a) Extension of Programs. The 1970 Houslimits for occupancy in a section 221(d) (3)
ing Act extpnds 235 program authority until
below-market interest rate housing project. October I, 1972.
(c) In calculating the income of the home(b) The 1970 Housing Act authorizes the
owner for the purpose of determining eligi- Secretary to compensate the lower income
bility as well as the amount on Which the purchasers of existing homes under Section
20 percent computation will be made, there 235 for serious structural or latent defects
will be deducted $300 for each minor child in the homes which the FHA appraiser
who is a member of the homeowner's im- shOUld have recognized If properly performmediate fam11y and living with him. Also,ln- ing his duties. The defects must be reported
come of minors wlll not be inclUded in the within one year of the sale.
homeowner's income for this computation.
(c) Interest SUbsidy Authorization. The
By administrative action pursuant to rec- 1970 Act amends section 235(h) (1) of the
ommendations in the Senate Committee Re- National Housing Act to increase, from $125
port. there is a deduction of 5% of gross in- million to $150 milllon as of JUly I, 1970 and
come to cover payroll deductions for social from $170 million to $200 mlllion on JUly I,
security taxes and compulsOry pension funds .. 1971, the aggregate amount of the contracts
(d) The amount of a home mortgage can- which may be entered into by the Secretary
not exceed $18,000 ($21,000 in high cost to make periodic homeownership assistance
areas). These limits are increased to $21,000 payments. It also clarifies the authority of
(except that it may be $24,000 in high cost
areas) for families With five or more members.
- Amended in 1969 Housing Act.
The same limits apply as an average to the
a Amended in 1970 Housing Act as described
blanket mortgage of a cooperative.'
In paragraph 4 (d) below.
• Amended in 1970 Housing Act as described In paragraph 4(c) below.
1 Amended in 1969 Housing Act.

nation and cooperation betweenth.emjIDd
(b) the priority handling of appllcations for
assistance tlled with the various Federal Departments by model cities.
In late July. the Administration provided
additional funds to 20 model cities in a test
of "planned variations." This purported test
in revenue sharing is apparently designed to
allow greater freedom by local governments to
sol ve problems with a minimum of Federal
supervision.

the Secretary
ment to enter
for assistance
payments in an outstanding amount at any
one time not in excess of the amount approved in appropriation acts.
(d) Assi.stance Payments With Respect to
Existing Dwellings under Section 235. The

1970 Act amends section 235(h) of the National Housing Act to provide that up to 30
percent of the total amount of contracts of
homeownership assistance payments authorIzed to be made by appropriation Acts
through fiscal year 1972 may be made With
respect to non-rehabilitated existing dwellIngs or dwelling units In'existing projects. It
also provides that at least ten percent of the
total amcunt of contracts for assistance payments authorized to be made by appropriation Acts lifter June 30, 1971 shall be available for use only with respect to rehabilitated
dwellings.
(e) The Senate and House Committee reports contain language which supports a
change in the administration of contract
authority under Section 235. NHC agrees with
the Committees that the manner in which
HUD determines the amount to be charged
against the contract authority when a contract is made has resulted in an over-utillzation of this contract authority and. therefore, a decrease in the number of families
that can be assisted. This is caused by chargIng against the authorizations for each assisted home owner an amount equal to the
full statutory subsidy necessary for the mortgage, even though the assisted family at the
time it purchases the home will not receive
the full subsidy. This has the effect of decreasing significantly the number of units
for lower income familles that can be financed under the program.
(f) Assistance under Section 235 Program
for Cooperative Projects Financed Under Oertain State or Local Programs. The 1970 Act

amends section 235(b) of the National Housing Act to permit homeownership assistance
payments to be made on behalf of lower income members of cooperative housing projects financed with aid under a State or local
program which are approved by the Secretary prior to the completion of construction
or substantial rehabilitation; this authority
is comparable to similar authority contained
in section 236 with respect to rental projects
financed under State or local programs.
II. Recommendations relating to present 235
program
1. Additional Authorizations in Appropriation Acts. President Nixon's budget message

for fiscal year 1972 did not request full funding for the Section 235 program, in spite of
the tremendous backlog of applications. The
bUdget requested $175 million of contract
authority for fiscal year 1972 against Congressional authorizations of $200 million. In
addition there was no request for $25 million of supplemental authorization for fiscal
year 1971. $170 million was included for fiscal
year 1972 in ~he appropriation act.
In his Budget Message for fiscal 1973. the
President has requested that the Appropriation Act include authority for $170,000,000 of
annual interest assistance contracts for the
Section 235 program. The only substantive
legislation now enacted is a carry-over of
$55,000,000 of unused contract authority from
previous fiscal years. Accordingly, there is
an urgent need to assure the passage of a
bousing law prior to July I, 1972, in order to
provide necessary legislative authorization
under Section 235 for the additional contract
authority for fiscal 1973 and succeeding years.
NHC recommends that the authorization in
the Appropriation Act should be $250,000,000.
in contract authority for Section 235. in accordance with the increase Which we are recommending below in the legislative authorization.
We further recommend advance authorizations in appropriation acts to cover each
succeeding fiscal year. besides tbe current
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one, to allow more lead time for the planning and initiation of homeownership programs for lower income familles.

(d) Special federal grants should be authorized to offset the Impact of locating low
and moderate Income housing In suburban
and other areas where costs must be incurred
2. Increase in Legislative Authorizations.
Currently there are no authorizations beyond for education, health or other services to the
fiscal year 1972 for Section 235. Therefore extent they cannot be met from collections
NHC recommends increasing the legislative of full taxes on the property. Such federal
authorizations for Interest assistance con- grants would prOVide an Incentive and Inducement to suburban and other communitracts under Section 235 to the following:
On JUly I, 1972 (for fiscal 1973) an addi- ties to accept low and moderate Income housing since It would not Impose an additional
tional authorization of $250 million;
On July I, 1973 (for fiscal 1974) an addi- burden on the community. Section 503 of
H.R. 9866 would accomplish this.
tional authorization of $300 million;
(e) As stated above, NHC recommends a
On JUly I, 1974 (for fiscal 1975) an addiseparate and additional authorization for
tional authorization of $325 mil1lon;
state
agencies administering housing proOn JUly I, 1975 (for fiscal 1976) an addigrams using Section 235 funds In the amount
tional authorization of $350 milllon;
On July I, 1976 (for -fiscal 1977) an addi- of $50 million for each of the next five fiscal
years. This authorization should be In additional authorization of $350 million.
In addition to the foregoing authorizations, tion to the authorizations recommended beNHC recommends a separate and additional low. To meet the accumulated backlog of
authorization of $50 mllllon for each of the applications for such 235 assistance filed in
five fiscal years beginning with 1973 to pro- the HUD offices, the fUll amount of regUlar
vide Interest assistance for projects financed authorizations of 235 funds should be
promptly allocated to HUD offices and there
or assisted by state agencies.
3. Other Legislative Amendments. NHC should be no withholdings In Washington
makes the following recommendations for for programs of State agencies. These should
be covered by the special additional authorother legislative amendments:
(a) Under Chapter E, we recommend a ization of 235 funds which we recommend
number of amendments to the proposed new for use on projects financed or assisted
state and other public agencies.
Section 402 which would replace Section 235 through
4. Administrative Actions.
if the Administration's Housing Blll Is en(a)
In
early spring. HUO Implemented Secacted. If that blll is not enacted and Section tion 518 of
the 1970 Housing Act authorizing
235 continues, we recommend the following the
compensation of owners of Section 235
amendments to Section 235 which appear In homes
for major defects HUO likewise esChapter E:
procedures for the Imposition of
(1) Substitute the new proposal formUla In tab!lshed
for repairs to thE seller. To
subparagraph (2) of Chapter E-III with re- responsibility
qualify:
spect to eligible deductions in computing
(1) The defect must have existed on the
family Income, so that the criteria under date of the commitment to insure the mortSection 235 would be the same as those es- gage;
tablished for public housing under the 1970
(2) The property must have been more
Housing Act.
than a year old on that date;
(2) Substitute the new proposed formula
(3) Proper inspection by FHA should reain SUbparagraph (3) of Chapter E-III, so that sonably have been expected to disclose the
the homeowner would be required to spend defect;
20% of his Income for housing expenses In(4) Requests for assistance must be withcluding mortgage payments, utllltles, main- In one year after the Insurance of the morttenance and repairs.
gage.
(3) Substitute the new proposed formula
Sellers will be required to execute a statein SUbparagraph (4) of Chapter E-III with ment that no serious defects exist which afrespect to Income limits.
the livability of the dwelling and that
(4) Substitute the new proposed formula fect
they will compensate HUO for any expenses
in subparagraph (5) of Chapter E-III Which Involved
In the correction of such defects.
would provide varying amounts of SUbsidies
supports this program to protect confor diITerellt Income groups and Which would NHC
and urges Its vigorous enforcement.
achieve economic Integration In a subdivi- sumers
Because of the fleXibility of the Intersion containing housing assisted under Sec- est(b)
assistance programs, not all recipients use
tion 235.
(b) The widely recognized Increases In the the full amount of assistance. This money
should
be made available to promote addicosts of housing make it Increasingly dlfncult-and In some areas Impossible-to pro- tional housing. However, HUO's pollcy Is to
vide housing for the lower Income group place these unused moneys In a reserve fund
intended to be served under Section 235. To for the entire mortgage term for use In the
enable the program to reach this lower in- event that the Income of residents !lvlng In
come group, NHC recommends that interest Section 235 housing falls. The 1970 Senate
assistance be Increased for those families who report instructed HUO to estimate a "reasonneed It by reducing the payment of such able" amount for reserve to cover the confamilies to the amount that covers only the tingency of demands for additional payment
principal payments on the mortgage Without and to utlJlze the balance at the unused subany Interest. For those who can aITord to pay sidy money for new construction. HUD should
Interest, thl;y would pay at a rate which they adopt this program as quickly as possible.
could aITord ranging from 00/0 to the market CHAPTER K. RENTAL AND COOPERATIVE PROGRAM
rate.
UNDER SECTION 236
(c) As a result of Increases In housing con1. Summary Of existing legislation
struction and operating costs, there are more
1. Objectives. Section 236 prOVides finanpeople who are now unable to obtain decent
housing without Federal assistance. To en- cial assistance to enable lower Income famable the 235 program to reach these families mes to get rental housing or cooperative
and to achieve economic Integration, It Is homeownershlp. This program Is providing
necessary to eliminate income llmlts and housing for families with Income too high to
thUS avoid creating gaps and areas of unmet quallfy for public housing but too low to
need In the housing program. Housing assist- alford decent housing that could be produced
ance subsidies should be based on the amount in the private market. A tremendous unmet
needed after the occupant pays the required need exists for housing to serve moderate
percentage of his income. If Congress de- Income famllles who cannot afford standard
cides that Income llmlts are necessary to private housing Without federal assistance.
continue this program and obtain funding There Is a long accumulated backlog of unfor it, we recommend the. revised Income filled requests to serve this income group.
limit formUla described In subparagraph Unlike Section 221 (d) (3), the capital financing under Section 236-as well as Sec3(a) (3) above.
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tion 235--ls shifted to the private market,
including mortgage purchases by FNMA and
GNMA under the tandem program Involving
special assistance. Federal assistance payments make up the difference between the
market rate of Interest and 1 % depending
upon Income.
Because the successful Section 221(dl (3)
Bl\llR program has been phased out, HUD
should administer the Section 236 program
with sufficient fleXibility so as to serve as
many families as possible who would be eligible for Section 221 (d) (3) housing. These
families will use SUbstantially less subsidy
money and will prOVide economic Integration
within Section 236 projects.
2. Authorizations in the Housing Acts oj
1968 and 1969.
(a) Section 236 assistance Is In the form

of periodic payments to the mortgage flnanclng the housing to reduce the mortgagor's Interest costs on a market rate FHAInsured project mortgage.
(b) The Interest assistance payments reduce payments on the project mortgage from
that reqUired for principal, Interest, and
mortgage Insurance premium on a market
rate mortgage-whlca Is currently 7 percent-to that reqUired for principal and Interest on a mortgage bearing an Interest rate
of 1 percent.
(c) The Interest assistance payments reduce rental or occupancy charges to a basic
charge. A tenant or cooperative member will
either pay (1) the basic charge or (2) such
greater amount as represents 25 percent of
Income for total housing expense, but not In
excess of the charges which would be necessary without any Interest assistance payments. Incomes of tenants or cooperative
members will be reexamined at least every 2
years for the purpose of adjusting charges.
Rental or occupancy charges collected In excess of the basic charges are to be returned
to HUD for deposit In a revolving fund for
the purpose of making other Interest assistance payments.
(d) Tenants or cooperative members of
these projects who pay less than the fair
market rental charge for their units will
generally have Incomes, at the time of their
Initial occupancy, not In excess of 135 percent of the maximum Income limits that can
be establlshed In the area for Initial occupancy in public housing dwellings. However,
up to 20 percent of the contract funds authorized In appropriation acts may be made
available for projects In Which some or all
of the units will be occupied, at the time of
the Initial occupancy, by tenants or cooperative members whose incomes exceed the
above limit but do not exceed 90 percent of
the income limits for occupancy of Section
221 (d) (3) below-market-Interest-rate housIng.
(e) In determining Income for the purpose
of ellglblllty as well as the amount of rent
or occupancy charges to be paid, a $300 deduction is permitted for each minor person
In the family and any Income of such minor
Is not counted. By administrative action
pursuant to recommendations In the Senate
Committee Report, there is a deduction of
5 "'0 of gross Income to cover payroll deductions for social security taxes and compulsory pension funds.
(f) To quallfy for mortgage Insurance under the new program. a mortgagor must be
a nonprofit organization, a cooperative, or a
llmited dh'ldend entity of the types permitted under the section 221 (dl (3) hOUSing
program. The mortgage limitations With respect to maximum mortgage amount are
the same as for mortgages Insured under
th e 221 (d) (3) program. Interest assistance
payments can also be made with respect to
State-aided housing projects approved for
receiving the beneflts of the program prior
to completion of construction or rehabUitatlon of the projects.
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(g) Contracts for assistance payments treat fees and charges imposed on mortgaare authorized, subject to approval in ap- gors participating in State or locally financed
propriation acts, in the amount of $75 mU- mortgage lending programs in the same manllon annually prior to July I, 1969. This ner as FHA charged mortgage insurance preamount is increased by $125 mUllon on miums.
JUly I, 1969,' by $125 milllon on July I, 1970,
(d) Use of Certain Housing Facilities Unand by $170 mUlion on July I, 1971.' ,
der Section 221 and Section 236 jor Class(h) A project financed under the new room Purposes. The 1970 Act amends secprogram can include such nondwelllng fa- tions 221 and 236 of the National Housing
cilities as HUD deems adequate and appro- Act to authorize the use of available bcllipriate to serve the occupants of the project ties in existing sections 221 and 236 rental
and the surrounding neighborhood, as long or cooperative housing projects for classroom
as the project is predominantly residential purposes where pUblic schools are overand any nondwelling facUities contribute to crowded due in part to the project.
the economic feasibility of the project.
(e) Congregate Housing jor the Displaced,
Where a project is designed primarlly for Elderly and Handicapped. The 1970 Act
occupancy by the elderly or handicapped it amends section 221 of the National Housing
can include related facilities for their use, Act to authorize the Secretary to insure
such as dining, work, recreation, and health mortgages covering rental projects to be ocfaclIlties.
cupied by displaced, elderly, or handicapped
(i) A cooperative or private nonprofit cor- persons, which may contain community
poration or association can purchase a proj- kitchens, common dining areas, and other
ect from a llmlted dividend mortgagor and shared facillties. The Act also amends secfinance the purchase with a mortgage in- tion 236 of the National Housing Act to ausured under the program.
thorize the Insurance of mortgages under
(j) Rent Supplement payments may be
that section covering rental projects to be
provided fer tenants in projects financed occupied by displaced, elderly or handi.
under Section 236, but no more than 20 per- capped persons which need not, with the
cent of the units in anyone project can approval of the Secretary, contain kitchen
receive rent supplement assistance.'"
facilities. Up to 10 percent of the total
(k) Section 236(b) of the National Hous- amount of interest reduction payments coning Act now authorizes interest reduction tracted to be made pursuant to appropriapayments with respect to part of a mortgage tion acts after the date of the enactment
on a rental or cooperative housing project of the Housing and Urban Development Act
financed under a State or local program.- of 1970 may be made with respect to such
(I) The dollar llmits for mortgages on
projects.
multifamily housing insured under Section
U. RECOMMENDATIONS
236 and 221(d) (3) have been increased by
1. Additional Authori<:ations in Appropri15 percent.ations Acts. President Nixon's Budget Mes3. Authorization in Appropriation Acts. Of
the $75 mlllion authorized under Section 236 sage for fiscal 1972 did not request full fundfor interest-assistance contracts prior to ing for the Section 236 program, in spite of
July I, 1969, $70 mlllion of the contract the tremendous backlog of applications. The
authority has been embodied in appropria- budget requested $175 mUlion of contract
tion acts. Of the $100 milllon authorized in authority for fiscal year 1972 against conthe 1968 Act-this authorization was in- gressional authorizations of $200 mlllion. In
creased to $125 million in the 1969 Housing addition there was no request for $25 mlllion
Act-for fiscal year 1970, $85 million was of supplemental authorizations for fiscal year
appropriated. The supplemental appropria- 1971. $200 mlllion was included for fiscal year
tion Act of 1970 contained $35 mlllion of 1972 in the Appropriation Act.
In his Budget Message for fiscal 1973, the
contract authority. The appropriation act
for fiscal year 1971 contained $135 mlllion of President has requested that the Appropriation
Act include authority for $150,000,000
contract authority and the appropriation act
for fiscal year 1972 contains $200 mUllon of annual interest assistance contracts for
of contract authority of which $35 million the Section 236 program. The only substantive legislation now enacted is a carry-over
mlllion Is reserved for elderly housing.
4. Amendments in the Housing and Urban of $25,000,000 of unused contract authority
from previous fiscal years. Accordingly, there
Development Act of 1970.
(a) Extension of program. The 1970 Act is an urgent need to assure the passage of a
extends 236 program authority until Oc- housing law prior to July I, 1972, in order
to provide necessary legislative authorization
tober I, 1972.
(b) Interest Subsidy Authorization. The under section 236 for the additional contract
1970 Act amends Section 236(i) of the Na- authority for fiscal 1973 and succeeding
tional Housing Act to increase, from $125 years. NHC recommends that the authoriza!llilllon to $150 mlillon as of July I, 1970 tion In the Appropriation Act should be
and from $170 mlllion to $200 mlllion on $275,000,000 in contract authority for SecJuly I, 1971, the aggregate amount of the tion 236, In accordance With the increase
contracts which may be entered into by the which we are recommending below in the
Secretary to make periodic interest reduc- legislative authorization.
We further recommend advance authorization payments on behalf of owners of rental
housing projects designed for occupancy by tions In appropriation acts to cover each
lower income famllies. It also clarifies the succeeding fiscal year, besides the current
authority of the Secretary of Housing and one, to allow more lead time for the planand initiation of homeownership proUrban Development to enter into contracts ning
for assistance payments in an outstanding grams for lower income famlJles. Currently
there are no authorizations beyond fiscal
amount at anyone time not in excess of the year
1972 for Section 236. Therefore NHC
amount approved in appropriation acts.
recommends the additional legislation, au(c) Inclusion of Oertain Oosts in Section
thorization below.
236 Projects. The 1970 Act amends section
2. Increase in Legislative Authori<:ations.
236(b) of the National Housing Act to au- NHC recommends increasing the legislative
thorize the Secretary, in computing the authorizations for interest assistance conamount of rental assistance payments, to tracts under Section 236 to the following:
On July I, 1972 (for fiscal 1973) an additional authorization of $275 mlllion.
'Amended in the 1969 Act.
On JUly I, 1973 (for fiscal 1974) an addi'-Amended In the 1970 Act as described
ditiona1 authorization of $300 mlJlion.
in paragraph 4(b) below.
On JUly I, 1974 (for fiscal 1975) an addi• "Amended in the 1969 Act to allow up
to 40 percent in cases where the Secretary tional authorization of $350 milIlon.
determines that there Is a need for addiOn JUly I, 1975 (for fiscal 1976) an additional rent supplement units.
tional authorization of $400 mllIion.
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On July I, 1976 (for fiScllJ.1977) all additional authorization of $400 million.
In addition to the foregoing authorizations, NHC recommends a separate and additional authorization of $50 million for each
of the five fiscal years beginning With 1972 to
provide interest assistance for projects financed or assisted by state agencies.
3. Other Legislative Amendments. NHC
makes the following recommendations for
other legislative amendments:
(a) Under Chapter E, we recommend a
number of amendments to the proposed new
Section 502 which would replace Section 236
if the Administration's Housing Blll Is enacted. If that bill Is not enacted and Section
236 continues, we recommend the following
amendments to Section 236 which appear in
Chapter E:
(1) SUbstitute the new proposed formula
in subparagraph (2) of Chapter E-III with
respect to eligible deductions in computing
family income, so that the criteria under
Section 236 would be the same as those established for public housing under the 1970
Housing Act.
(2) Substitute the new proposed formula
in SUbparagraph (3) of Chapter E-III so that
the occupant in mUltifamily housing under
Section 236 would be reqUired to spend 20%
of his income for total housing expenses.
(3) Substitute the new proposed formula
in subparagraph (4) of Chapter E-III with
respect to Income limits.
(4) Substitute the new proposed formula
in SUbparagraph (5) of Chapter E-III which
would provide varying amounts of subsidies
for different income groups and which would
achieve economic integration in a housing
development so assisted under Section 236.
(b) NHC recommends that Section 236 and
Section 221(d) (3) should be amended to remove the 10% limit on the number of units
In a project which may be occupied by moderate-income individuals as distinguished
from famllles. All moderate-income individuals would then be treated in the same
manner as those who are elderly or handicapped.
(c) Currently there are almost twenty
states that have legislative authority to operate agencies to finance low and moderate
income housing through the sales of shortterm notes and long-term bonds. Many states
have such proposals in some stage of development. These agencies have been encouraged by HUD because they can provide
lower cost mortgage money which Is obtained because the interest on a public
agency bond is tax-exempt. However, NHC
belleves that the operation of these state
agenCies should adhere to uniform standards
and forms of the type prescribed by FHA if
we are to encourage national builders in the
subsidized programs. For builders currently
doing business in several states, the proliferation of different housing rules and regulations will be an impediment to production
of low and moderate income housing. Therefore, NHC suggests an amendment which
would require stage agencies in the administration of Section 236 funds to continue
using FHA forms and standards which now
inolud.e necessary protections for the consumer.
(d) As stated above, NHC recommends a
separate and addittonal authorization for
state agencies administering housing programs using Section 236 funds in the amount
of $50 million for each of the next five fiscal
years. This authorization shOUld be in addition to the authorizations recommended
above. To meet the accumulated backlog of
applications for such 236 assistance filed in
the HUD officers, the full amount of regular
authorizations of 236 funds should be
promptly allocated to HUD offices and there
should be no withholdings in Washington for
special programs. These should be covered by
the special additional authorization of 236
funds which we recommended for use on
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projects financed or assisted through state
and other pUblic agencIes.
(e) NRC recommends that under the
GNMA Special Assistance functIons public
agencIes be allowed to sell section 236 mortgages to GNMA.
(f) There has been a tremendous Increase
In expenses due to hIgher payments for lccal
taxes, operating costs and tena.nt servIces in
Section 221 (d) (3) and Section 236 projects.
These projects are finding It increasingly difficult to p,y these hIgher expenses and contInue to serve lower income families. Therefore, NHC recommends that $50 mllllon be
authorized whIch would be available for opera.tlng subsIdies for these projects and those
hereafter built under the new Section 502
program if enacted.
4. Administrative Actions. NHC makes the
following recommendations for adminlstratlve actions:
(a) FHA should establish cost limits which
will be realistic and workable in high cost
areas, IncludIng both hIgh and low rIse
bUildIngs. ThIs is necessary to assure that
housIng under 236 can be constructed wIthIn
the cIties in closer proximity to places with
employment and public transportatIon.
(b) As tc the cost of perIodIc income recertIfications of occupants, FHA should pay
these costs from the surcharges collected
. from over-income families. At present, these
costs are treated as a project expense which
reSUlts in an addItional charge to occupants.
(c) From the beginning, Congress contemplated that 20% of the Section 236 funds
would be available for "exceptIon income
limit" famllles. The Committee reports express the desire that HUD adminIster the
236 program in a manner which will achieve
the Congressional mandate of economic integration. However, HUD has not fully utl1lzed
its exception limIt authority. Less than half
of the authorization for exceptIon-limit famllIes has been used. ThIs denIes the opportunity to achieve economic integration and
defeats the intention of the law. The Administration should fully utilize its authorization and allow famlIles to be accepted at
exception limits In all geographic areas to
facllltate the general achIevement of economic integratIon in projects.
(d) While the Senate and House Committee Reports contaIned language directing
HUD to more fully ut1llze contract authority
only in Section 235 cases, NHC believes that
HUD should take similar steps in the administration ot SectIon 236 funds. There should
be a periodIc reevaluation of the policy of
charging an amount equal to the full subsIdy agaInst the authorizations for each project. If it is found that certain projects have
not fully utl1lzed thIs subsIdy and that payments are being made to HUD, some of thIs
money should be reallocated to generate new
construction.
CHAPTER L. SPECIAL MORTGAGE INSURANCE
ASSISTANCE UNDER SECTION 237

I. Summary of existing legislation

1. Objectives. section 237 can provide help
to assure adequate housing for families of
low and moderate income who--because of
poor credit records, irregular income or seasonal employment-are unable to meet the
credit requirements for purchasIng slnglefamily homes financed by a mortgage insured
under sections 203, 220, 221, 234, or 235
(j) (4). This help is to be extended to those
who appear able to achieve homeownership
through counseling assIstance.
2. Authorizations in the Housing Acts of

1968 and 1969.
(a) Hun Is authorized to insure mort-

gages under the above-mentioned programs
in an amount not to exceed $15,000 with increases not to exceed $17,500 in high-cost
areas.
(b) Monthly payments, in combination
with local real estate taxes on the properly,
must total 25% of the appUcant'smontb1y

income during the year prior to his application or the average monthly income durIng
the three years prior to llis application,
whIchever is hIgher.
. (c) The Secretary is authorIzed to provlde-or contract with public or private organizatIons to prOVide-bUdget, debt management and related counseling servIces to
those obtaInIng housing under section 237.
(d) The aggregate principal balance of all
mortgages insured under SectIon 237 and
outstanding at one time may not exceed $200
million.
(e) Authorizations are made In such sums
as necessary to carry out the provisions of
Section 237.
(f) The 1969 Housing Act amends Section
237 (d) to Include families who are applying
for Section 235 homeownership assIstance
among the applicants under Section 237 who
are to be given a preference for mortgage
insurance and counseling servIces. Prior to
thIs amendment, preference for Section 237
mortgage insurance-whiCh is available to
applicants who do not meet normal FHA
credit standards-was limited to families livIng in public housing unIts (especially overincome families required to vacate pUblic
housing) and fanlilles eligible for pUblic
housing who have been dIsplaced from federally assIsted urban renewal areas.
3. Authorizations in Appropriations Acts.

For the first tIme since its inceptIon, funds
were made avallable for Section 237. While
the Administlratlon did not request any
funds, Congress made $3.25 million avallable
for FIscal Year 1972.
II. Recommendations
NHC recommends addItional appropriation
of funds to enable FHA to provide bUdget,
debt management, and related counsellng
services to those obtaining housing under
Section 237. In addition to assIstance under
Section 237, NRC urges that FHA make payments avallable under Section 235(e) to
mortgagees to reImburse the mortgagee for
Its expense In handling the mortgage. This
should Include assIstance to mortgagors In
theIr budgeting to assure ab1llty to meet
mortgage payments.
CHAPTER l\I. THE RENT SUPPLEMENT PROGRAM

I. Summary oj existing legislation

1. Objectives.. The Rent Supplement Program was an innovative approach to low Income housing. It utilizes the tree enterprise
system and has been strongly endorsed by the
home-building, real estate, and insurance Industries. It provIdes Incentives for people to
escape from poverty, and for the bullding of
decent housIng for those who need it most.
2. Authorizations in the Housing Acts oj

1968 and 1969. The 1968 Housing Act made all
previous authorizations for rent supplement
contracts aggregating $150 million R\'allable
fer contract prior to July I, 1969, but only to
the extent that these contract authorizations
were contaIned in appropriation acts. The Act
provIded for an additional $40 million in contract authority for rent supplements In fiscal
year 1970 and an addItIonal $100 million In
contract authority for fiscal year 1971. The
1968 HousIng Act provIded that state aided
projects are eligIble for rent supplements if
the projects are approved for such assistance
prior to completIon of construction or rehabilitation. The 1969 HousIng Act authorized
the Secretary of HUD to Increase, where he
deems it desirable, the maxImum percentage
of rent supplement unIts In 236 projects from
20% to 40%.
3. Authorization in Appropriation Acts. Of
the $150 million authorized for rent-supplement contracts prIor to July I, 1969 only $72
mlllion of the contract authority has been
embodied in appropriation acts. Of the $100
nlilllon authorized for rent-supplement contracts for fiscal 1970, the appropriatIon act
tor fiscal year 1970 provIded for only $50 mUlion in rent-supplement contract authority.
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The approprIation act for fiscal year 1971 contaIned $55 million and the approprIation act
for fiscal year 1972 contained $55 million.
4. Housing and Urban Development Act oj

1970.
Rent Supplement Payments. The 1970 Act
amends section 101 (a) of the Housing and
Urban Development Act of 1965 to increase,
by $40 million on July I, 1971, the aggregate
amount of contracts that the Secretary of
Housing and Urban Development may enter
Into to make rent supplement payments.
II. Recommendations

1. Additional Authorization in Appropriation Acts. In his BUdget Message for fiscal
1973, the PresIdent has recommended that the
ApproprIation Act Include a rent supplement
contract authorization of $48,000,000 for fiscal
1973. NHC recommends that the Appropriation Act include the fUll unused rent supplement contract authorization of $98,000,000
which is a carry-over from previous years. In
making these recommendations, we again
urge the need for advance authorizations in
approprIation acts for each succeeding fiscal
year, besides the current one, to allow more
lead time for the plannIng and initiation of
rent supplement programs.
2. Increase in Legislative Authorizations.

There is an urgent need to assure the passage
of a housing law in order to prOVide the necessary legislative authorizations for additional rent supplement contracts for fiscal
1973 and succeeding years. NHC recommends
increasing the legIslative authorizations for
rent-supplement contracts as follows:
On July I, 1972 (for fiscal 1973) an additIonal authorIzatIon of $90 millIon;
On July I, 1973 (for fiscal 1974) an additional authorIzation of $100 millIon;
On July I, 1974 (for fiscal 1975) an additional authorization of $100 million;
On July I, 1975 (for fiscal 1976) an additional authorization of $100 mlllion;
On July I, 1976 (for fiscal 1977) an additIonal authorization of $100 million.
3. Other Legislative Amendments. NHC
makes the following recommendations for
other legislative amendments:
(a) The rent supplement legislation imposes too great a burden on low Income famIlies by requiring them to pay rents equal to
25% of their annual income. since rent supplements will pay only the difference between such a rental payment and the faIr
market rental. To eliminate this hardship,
NHC recommends that this rent paying requirement be reduced to 20% of famlly income. A similar recommendation has been
made elsewhere In these recommendations
relating to the present requirement that too
hIgh a percentage of family Income be spent
for housing under the interest assistance
programs of Sections 235 and 236, and (In
Chapter E) under the new proposed consolidation of these programs.
(b) There should be an increase In the
statutory ceUing on the amount which can
be paId as rent supplements on a project in
order to reach families of very low Incomes
whose needs cannot be met now. There
should be no areas of unmet need in our
housing program.
(c) Counseling and social services should
be made avaUable to resIdents of housing
aided by rent supplements. Such services
should be allowable housing costs in computIng rent supplement payments.
(d) The present law limits rent supplements to lower Income families who are UvIng in substandard housing. NRC recommends that the law be amended to include
overcrowded conditions-properly defined as
to appropriate occupancy limits-as a substandard housing condition; also to pernlit
any low income family to be eligible for
housing aided by rent supplements so long
as the family qualifies as to low income, even
though the famUy does not live in physically
substandard housing. This would meet the
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needs of newly formed families and those
who are spending too much of their low
income for housing.
(e) There should be a repeal of the requirement in appropriation acts for a workable program or local government approval
before rent supplements can be used in a
locality.
(f) NRC urges the establishment of an
additional rent supplement program for
nonprofit or limited-profit mortgagors who
own buildings which are not financed under
Sections 221(d) (3) or 236. When the buildings meet code standards--or are rehabilitated to meet such standards-rent supplements should be made available so that the
housing can serve low-income families. Present rent supplement requirements for rehabilitation are often unworkable because
they cost too much. RehablUtation to meet
code requirements should be acceptable. This
will stimUlate rehabilitation and provide
standard housing quickly and reasonably for
many low and moderate income families.
4. Administration Actions.

(a) Construction cost limitations were
initially establlshed in the rent supplement
program which were unworkable in many
high-cost cities that faced the greatest need
for this program. HUD has approved some
increases in these cost limits. However, these
increases are insufficient due to cost increases, so NHC recommends further increases in the cost limitations to keep pace
with the increases in construction costs.
Only through adequate construction cost allowances can the rent supplement program
fulfill its purpose of serving low income families in these cities near the places of employment and public transportation.
(b) FHA has established lower limits as to
the amount of rent supplements available
for families in a project than the amount
permitted by the statute. NHC recommends
the repeal of these lower administrative
limits which limit the subsidy to 70% of
economic rent. HUD should be prepared in
appropriate cases to contract to pay the full
amount of rent supplements on a project up
to the statutory ceiling. Only in this way
can the needs of many low income families
be met, particularly in high cost areas.
(c) The standards under the rent supplement program should be upgraded to produce
better-designed housing Which will more adequately meet the needs of familles, with attention to their comfort and convenience.
Thus, the limit of one bathroom per dwelling
unit should be removed, as this denies adequate sanitary facilities for larg~r famllles.
CHAPTER N. HOUSING FOR FAMILIES RECEIVING
PUBLIC ASSISTANCE; EXPERIMENTAL HOUSING
ALLOWANCE PROGRAM

1. Four million American families are receiving all or part of their income from public assistance programs. Many of these families are ill-housed, primarily because welfare
grants in most cities aire inadequate to pay
the cost of standard housing. NHC urges the
enactment of legislation which would establish and enforce minimum standards for
honsing occupied by recipients of publlc
assistance. In addition, such legislation
should provide that the Federal Government bear the entire cost for decent housing
above the present inadequate public assistance allowances for shelter. Thus, families
on public assistance would receive a federal
housing allowance to supplement the local
public assistance shelter allowance in order
to cover the full charge for decent housing.
Such federal housing allowances should be
made in a manner (i) which will encourage
rather than discourage ownership and (il)
which will provide secm'ity for the recipient
against being subjected to the liens that are
sometimes involved in local public assistance
prograrns.
2. Even if programs are undertaken at the
scale proposed elsewhere in these Resolu-

tions, it will be years before many of the low
income famlUes will be able to obtain decent
housing Within their means. Therefore, NHC
~upports an experimental program of federal
housing allowances for low income famllies.
Besides the initial program for federal housing allowances--described in the preceding
paragraph-to supplement local allowances
for welfare faInllies, we approve of the experimental program which has been initiated
in several selected cities. However, we urge
that this program involve explorations and
demonstrations concerning the following:
(a) The type of famUies which should be
eligible for a federal housing allowance, including criteria that they live in substandard
housing and pay a disproportionate amount
of their income for housing; or that they are
being displaced from adequate housing and
are unable to obtain other suitable housing
at charges they can afi'ord.
(b) The amount to be paid as a federal
housing allowance. We recommend the difference between (i) 20% of the family's income
and (U) the monthly cost of adequate housing available in the community.
(c) Adequate consumer protections to assure that federal housing allowances will not
inflate housing charges, by limiting the use
of existing structures--which meet the foregoing standards-to cases where there are
sufficient vacancies to avoid such increases
In housing charges.
(d) Adequate measures to assure that
housing allowances will be used solely to pay
for housing costs, rather than being diverted
for other purposes.
(e) Safeguards to assure that the federal
housing allowance wl1l result in adding to
the supply of decent housing in the community through new construction or rehabilItation, except to the extent that decent vacant housing is available in a suitable neighborhood.
3. Because HUD has just recently activated
tile experimental program for housing allowances, NHC recommends that no further expansion of the housing allowance program
take place until we have had experience with
the housing allowance program and learned
the results of the experiment, partiCUlarly
concerning any adverse impact on stimulating new construction of housing to meet
national goals.
4. The 1970 Act authorized the Secretary
to conduct research programs to demonstrate
the feasibllity of prOViding low income familles (those famllies eligible for occupancy
in public housing projects in an area) with
housing allowances to assist them in obtaining existing standard rental housing of
their choice. The housing allowance may not
exceed the difference between 25 percent of
the family's income and the fair market
rental of similar sized units or projects receiving rent supplement benefits. The Act
also authorized the Secretary to contract
with public or private organizations to help
select eligible families. The Secretary is authorized to contract to zr.alre annual housing
allowance payments of $10 million for each
of fiscal years 1972 and 1973. The program
would be terminated as of June 30, 1973.
(5) Provisions in Senate Enacted Bill relating to Experimental Housing Allowance
Program.
The Bill would amend the Experimental
Housing Allowance program established by
the 1970 Housing and -Urban Development
Act to provide greater scope for experimentation and to increase the funding authorization for each of the next three fiscal years
from the $15 million contained in last year's
Act to $25 million annually. Under terms of
the Bill, the Secretary of HUD would be
directed to develop and ~ltilize different types
of housing allowances and different techniques for implementation.
This provision of the Senate Enacted Bill
adopts the NHC recommendation that the
Housing Allowance Program is to be con-
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tinued as an eltperimental program-except
that the B1ll would increase the authorization by $10 million annually for the next
three years-untll its reSUlts are tested and
evaluated.
CHAPTER

o.

REHABILITATION OF HOUSING AND
CODE ENFORCEMENT

I. Summary Of existing legislation
1. Need. NRC again reaffirms the impor-

tance of saving existing neighborhoods
through rehabilitation and other conservation measures. It is sound pollcy to improve
our present housing supply and conserve
neighborhoods rather than allow them to
deteriorate until they require greater costs
in demolition and reconstruct;ion.
2. Authorizations in 1968 and 1969 Housing

Acts.
(a) Dwellings Eligible for Rehabilitation
Grants and Loans. The 1968 Act broadens

the program of rehabllitation loans under
Section 312 for repairs and improvements
of dwellings. Instead of llmlting the program to dwellings located in urban renewal
and code enforcement areas, owners and
tenants of dwellings are eligible for loans
in the dwelling if located in an area certified by the public governing bcdy as containing a substantial number of structures
in need of rehabilitation, and
(1) If the locallty has a workable program;.
and
(2) If the area Is definitely planned for
rehabilitation or code enforcement within
a reasonable time, and the repairs to be assisted are consistent with the plan for rehabllltation or code enforcement.
The 1968 Act authorizes rehabilitation
grants under Section 115 to low income
homeowners whose properties are located in
an area of the character described above, instead of limiting such grants to dwellings
in urban renewal and code enforcement
areas. The Act also authorizes the Secretary
of HUD to make rehabUitation grants and
loans to low income homeowners whose property has been determined to be uninsurable
because of physical hazards. Such grants
or loans may be made only to rehabllitate
the property to the extent necessary to make
it insurable under a statewide plan.
(b) Increase in Rehabilitation Loan Authorizations. The 1968 Act increases the

amount authorized to be appropriated for
rehabilitation loans. The increase for each
fiscal year is from $100 million to $150 million; also, the program is extended to June
30, 1973. The 1968 Act llmited eligibility for
residential rehabilitation loans to persons
whose annual income meets the locally applicable income limits for the Section 221
(d) (3) below-market-interest-rate program.
The 1969 Act amended Section 312(a) of the
Housing Act of 1964 to remove the requirement limiting eligib1l1ty for residential rehabilitation loans to persons whose annual
income is within locally applicable income
limits for the Section 221 (d) (3) belowmarket-interest-rate program. However, priority will be given to applicants whose incomes are within those llmits.
(c) Increase in Rehabilitation Grants. The
Housing Act of 1968 increased the limit on
the amount of a rehabilitation grant to a
low Income homeowner from $1,500 to $3,000.
The 1969 Act increased this limit to $3,500.
(d) Repeal of Urban Renewal Limit on
Acquisition and Rehabilitation. The Act reo

moves the previous limits on the acquisition
and rehabllitation of residential properties
by local renewal agencies. Under prior law,
such agencies could acquire and rehabilitate for demonstration purposes no more
than 100 units or 5% of the total residential
units suitable for rehab1litation In an urban
renewal area, Whichever was the lesser. This
limit has been repealed.
3. Authorization in

Appropriation

Acts.

Nothing was appropriated in Piscal Year
1969; $45 ml1lion was appropriated for Fis-
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cal Year 1970; $35 million was appropriated
for Fiscal Year 1971; and $90 million was appropriated for Fiscal Year 1972.
4. Amendments in the Tax Re/orm Act 0/
1969 Relevant to Rehabilitation. A special

5-year amortization deduction is now allowed
for expenditures made on or after July 25,
1969, and before December 31, 1974, for the
rehabilitation of bUlldings for low-cost rental
housing. This rapid amortization Is available
only where the property is held for occupancy by families and Individuals of low or moderate Income determined In a manner conBistent with the policies of the 1968 Housing
Act. The aggregate rehabllitation may not exceed $15,000 per dwelling unit and the SUill
of the rehabllltation expenditures (over a 2year period) must exceed $3,000 per dwelling
unit.
5. Amendments in Housing and Urban
Development Act 0/1970. FHA Rehabilitation
Standards for Housing in Urban Renewal
Areas. The 1970 Act adds a new section 524

to the National Housing Act which requires
the Secretary of HUD, with respect to properties approved for mortgage insurance prior
to rehabilitation, to apply uniform property
standards as between properties located withIn urban renewal areas and those located
outside such areas.
6. Project Rehabilitation. This new program
will attempt to help cities undertake largescale, low-cost rebuilding of rundown lowcost housing. Estimates are that a major
rehabilitation effort will involve nearly 22,000 housing units In ten cities. The rehabilitation units are primarily in absentee-owned
slum bUlldlngs.
The first cities getting H1JD approval of
plans, technical assistance and program
funds are Cincinnati, Detroit, El Paso, Hartford, Indianapolis,Memphis, New York, Philadelphia, Pittsburgh, and Seattle. HUD fund
assistance Includes financing under the public housIng program, rent supplements, and
mortgage assistance Interest subsidies for
both rental projects, cooperatives, and homes
bought by lower Income families. Project rehabilitation is directed by a team of officials
from such HUD areas as FHA, Renewal and
Housing Management, Model Cities, Equal
Opportunity, and Research and Technology
Six criteria determine selection of cities by
project teams which visit localities seeking
HUD assistance. These are suitable rental
properties, skilled contractors, capable sponsors, job and enterprise opportunities for
neighborhood residents, neighborhood acceptance, and assistance for displaced families.
II. Recommendations

1. To provide additional tools that are

needed to achieve substantial progress
through rehabilitation, NHC recommends the
following:
(a) Section 312 shOUld be amended to increase to $500 million the annual appropriations in each fiscal year to carry out the
program. Section 312 should broaden the
category of eligible borrowers to include
public bodies, cooperatives, nonprofit corporations and limited diVidend companies in
addition to owners or tenants who are now
eligible.
(b) While the 1969 Housing Act Increases
to $3,500 the federal rehabilitation grants to
elIgible occupants who own their own homes
in the rehabilltatlon neighborhoods, l'.'1iC
recommends an increase to $5,000.
(c) Where state or local governments allow tax abatement to encourage rehabilltatlon, there should be an annual Federal grant
to reimburse them for the tax losses.
(d) Relocation assistance and payments
should be available to anyone displaced as a
result of a rehab1lltation program.
(e) More realistic financing should be
made available under FHA programs, particularly to serve those people of low and
moderate Incomes. This requlres more practl-

cal and workable financing terms and allowances as follows:
(1) The formulas for determining mortgage amounts must recognize the actual cost
of acquiring and rehabilitating properties
that are structurally sound.
(2) There shOUld be a contingency allowance bUilt into the mortgage financing, which
has now been done by FHA. In rehab1lltation,
the contractor is often not aware of potential
problems until he opens the walls and ascertains actual conditions.
(3) The FHA reqUirements for rehabilitation should not require a specified percentage of mortgage proceeds to be used for
rehabllltation, so long as property Is brought
up to code standards.
(4) In projects where the property is
owned or controlled by the proposed mortgagor, cost savings may te achieved by
stripping down the bulldlng and tearing out
the interior walls before making estimates
or getting bids for the rehabilitation work.
In such cases, FHA should recognize the cost
oT gutting the building since this increases
the value of the property for rehabllitatlon
because conditions are known and unforesee n contingencies are minimized.
(5) To reduce the monthly charges to the
level which moderate-Income famllles can
afford, it Is necessary to ellminate present requirements for short amortization periods
on rehabilitation projects. Where the rehabilitation property Is In a central city,
there Is llkely to be an increment In land
value from which to repay the loan, even
though demolition occurs well in advance of
the remaining estimated life of the improvements. ThUS, the property may later become
part of a model city neighborhood or urban
redevelopment area. At present, the statute
limits the mortgages to a maturity not exceeding three-quarters cf the remaining economic IHe of the bUilding Improvements.
This limitation should be repealed. FHA
should be authorized to permit up to 40-year
maturities where appropriate.
2. There should be Federal grants to a local agency designated by the city government for a total coordinated plan for rehabllltation of the neighborhood and for
carrying out the rehabllltation program contemplated by the plan. The local agency
should enlist the participation of cooperative a.nd nonprofit organizations and local
housing authorities. The local agency would
also act on behalf of eligible homeowners and
tenants in the area In obtaining:
(a) Rehabl11tation grants, Interest assistance or rent supplements for them;
(b) Below-market-interest-rate loans or
market-interest-rate loans for their rehabilitatio:l work; and
(c) Contracts to perform the rehabllltatlon
work, subject to supervision by the local
agency.
3. HUD should fUlly utilize the authorizations In the 1968 Housing Act prOViding for
the acquisition of property for rehabilitation and its disposition with appropriate
write-downs which refiect the proposed use
of the property. A similar progran~ is necessary outside of urban renewal areas.
4. The authorizations in Sections 236 and
221 (h) should be fully funded and utilized
to facilitate and accelerate the rehabllltation program.
5. NHC recommends Federal grants to
housing authorities~or other publlc agencles-as described elsewhere in these recommendations-to brIng housing up to minimum code standards and to make it available
for families of low income, including those
who are receiving publlc assistance.
6. NHC urges an acceleration of concentrated code enfor"ement in deteriorating
areas, together with necessary pUbllc Improvements to halt their decllne. The costs
of code enforcement programs-both for determining Federal grants and local grantIn-aid credits-shOUld Include all costs In-
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curred for repair or installation of streets,
sidewalks, streetlighting, trees, parks, ('pen
areas, recreational facilities, and other necessary I.mprovements.
CHAPTER P. HOUSING FOR THE ELDERLY

1. Summary 0/ existing legislation
1. Authorizations in 1968 and 1969 HOUsing
Acts. The 1968 Housing Act did not provide

for any Increase in the authorization in the
202 program of direct loans at 3% interest
to provide housing for the elderly. Instead,
the new 236 program of interest assistance
was Intended to make FHA-insured financing
available for this program. Under 236 there
is interest assistance to reduce monthly housIng payments to the level achievable with an
interest rate of 1 % and without any FHA
mortgage insurance premium. Under 236,
projects can now be undertaken which wlll
prOVide hOUSing exclusively for the elderly.
Such projects may include related facilities
such as dining, work, recreation and health
faclllties. The Act authorized refinancing of
certain 202 projects in order to achieve the
lower monthly charges resulting from refinancing with interest assistance.
2. Amendments in Housing CImd Urban Development Act 0/1970. The 1970 Act amends

section 15 of the United States Housing Act
of 1937 by adding a new paragraph (12)
Which would direct the Secretary to encourage local publlc housing agencies to develop
congregate housing for the displaced, elderly
and handicapped. Congregate housing would
be defined to mean projects with central
din1ng facllltles, where some or all of the
un1ts do not have kitchen faclllties. The
dining facllity would be required to be operated on a self-supporting basis; however, any
expenditures, other than for food or services,
could be considered a cost of the administration of the project. The section also prOVides
that not more than 10 percent of the total
amount of contracts for annual contributions entered into in any fiscal year pursuant
to the new authority granted under the
Housing and Urban Development Act of 1970
or under any law SUbsequently enacted shall
be entered into with respect to units in congregate hOUSing.
3. Authorizations in Appropriation Acts.

The contract authority in appropriation acts
for 236 should now be fully ut1llzed to finance
housing for the elderly. For a description of
the 236 authorizations In appropriation acts,
see Chapter K which covers that program.
The Conference Report requires that $35 mllllon of the $200 mlllion available for fiscal
year 1972 be made available for elderly housing under Section 236.
11. Recommendations
1. Additional Legislative Authorizations.

(a) NRC urges that an average of 50,000
housing units for the elderly be provided each
year for the next five years.
(b) NHC recommends that the authorizations under Section 236 should be avallable
to acquire eXisting housing for the elderly,
including projects developed with FHA insurance under Section 231.
2. Other Legislative Amendments.

(a) There is a need for special programs
to provide federal grants for the following
purposes In housing for the elderly:
(1) to assist in training professional personnel to manage programs for the elderly;
and
(2) to provide working capital and seed
capital to states and localities and to nonprofit organizations such as church groups,
labor unions, fraternal and cooperative- servicing organizations.
(b) NHC recommends adoption In the next
Housing Act of a provision that was pass~d by
the House but not adopted by the Conference
on the 1969 Housing Act which requires (1)
that projects for the elderly or handicapped
be administered, to the maximum extent pos_
sible, under the same terms as the Section
202 program, (2) that the requirement for
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computations of rents based on incomewUl
not apply to handicapped families, (3) that
income verification for tenants In such projects shall be every five years and (4) that
"Exception Income Limits" for the elderly or
handicapped shall be $5,500 for individuals
and $6,600 for couples, In lieu of 90% of 221
(d) (3) BMIR limit otherwise applicable.
3. Administrative Action.

(a) The 236 cost limits should be Increased
to permit housing to be bUilt within the cities
where they are needed to serve the elderly.
In view of high land costs, this should Include high-rise bUildings. The program
should include rehabilitation as well as new
construction.
(b) In accordance with the statutory authority for loans equal to the total development costs, HUD should not require an approved sponsor to make an Investment to
cover the cost of prel1minary expenses, facilIties, furnishings, equipment, and warl,lng
capital. Such costs should be included in the
loan. It should not be necessary for a nonprofit sponsor to make a monetary contribution. Its contribution consists of its uevotlon
of time, Ingenuity, and energy In Initiating
and developing projects-all without compensation and motivated by pUblic service.
(c) HUD should take all action necessary
to allocate promptly the $35 million Interestassistance contract authority which the Congressional Conference Report requires be used
for elderly housing.
CHAPTER Q. FINANCING NURSING HOMES, FACILITIES FOR GROUP MEDICAL PRACTICE AND NONPROFIT HOSPITALS

1. Summary oj existing legislation
1. Objectives. NHC again recognizes that a

continuing desperate need exists for hundreds of thousands of nursing home beds,
especially among the low-Income elderly.
This need has Increased by demands generated through Medicare. Since local housIng authorities have long experience In
buUdlng low-rent housing for the elderly,
they are well qualified to develop nursing
homes for low-Income persons. They should
be authorized to coordinate programs of
housing and nursing home facilities for the
low-income group. This can be done effectively by amending the USH Act of 1937, to
authorize annual contribution contracts
with local housing authorities for nursing
home facll1tles. In addition to these needs,
many communities are facing serious shortages In full hospital facilities. EXisting hospitals are unable to undertake needed expansion because of their inability to finance
such costly additions.
2. Authorizations In 1968 and 1969 HousIng Acts. The 1968 Housing Act amended
Section 232 of the National Housing Act to
permit the cost of major Items of equipment
used In operating nursing homes to be Included In the FHA-Insured mortgage; also,
to permit supplementary loans for the Installation of such equipment In nursing
homes previously constructed.
The 1968 Housing Act added Section 242
to the National Housing Act which establishes a FHA program under which the Secretary of HUD will Insure mortgages coverIng new or rehabilitated hospitals (includIng Initial equipment). To be eligible for
such Insurance, the mortgage cannot exceed $25 million or 90 percent of replacement cost, and the hospital must be owned
and operated by one or more nonprofit organizations. A certification Is reqUired from
the State health agency that the hospital
Is need and that State or local laws providIng for minimum standards will be applied
and enforced."
The 1969 Act amended Section 232 of the
National Housing Act to authorize Insurance
of mortgages financing new or rehabll1tated
Intermediate care facll1tles or combined
.. Amended In 1970 Housing Act to Increase mortgage limit to $50 million as described In paragraphs 3(a) and (b) below.

nursing homes and intermediate care faclUties. The purpose of this program Is to assist
In the provision of facilities for persons Who,
because of incapacitating Infirmities, require minimum and continuous care of the
type prOVided by licensed or trained personnel but who do not need full nursing
home care.
Under the 1969 Act an Intermediate care
facilities project or a combined nursing
home and Intermediate care facilities project can be financed under the same terms
and eonditlons as provided for a nursing
home under the present authority. The mortgage Is limited to a principal obligation not
exceeding $12,500,000 or 90% of the estimated value of the property or project Including equipment. The Secretary must require certification by the State ager-cy
designated by the Public Health Service Act
as to the need for such facilities and appropriate standards for their operation. The
Secretary must also consult with tlce Department of Health, Education and Welfare
as to the health and medical aspects of such
facilities and as to the need and avallablllty
of such facilities In the area.
3. Amendments in the Housing and Urban
Development Act oj 1970.
(a) Maximum Amount oj FHA-Insured
Hospital Mortgage. The 1970 Act amends Sec-

tion 242 of the National Housing Act to increMe from $25 million to $50 million the
maximum Insurable mortgage amount covering a hospital.
(b) Mortgage Insurance jor proprietary
Hospitals. The 1970 Act makes profit-making

entities eligible to finance hospital construction or rehabilitation with FHA-Insured
mortgages. Prevlous,Jy, only nonprofit organizations were eligible to develop FHAfinanced hospitals.
II. Recommendations
1. NHC recommends that Section 202 and

for students and faculty.~~#ire~r~Cl~nized
the appropriateness of meeting these needs
for college housing twenty years ago. In
the Housing Act of :950, it Initiated lowInterest loans for housing and educational
faclllties for students and faculties. Since
1961 there have been authorizations for loan
Increases at the rate of $300 million each
year. Such Increases are wholly inadequate
to meet current needs. The study conducted
under the auspices of the American Council
on Education has Indicated that approximately $1.5 bUlion per year of college housIng will be needed for the next ten years.
Recognizing that a portion of this amount
may be derived from non-federal sources, the
Council recommended that Congress authorIze assistance which will provide a minimum
of $1 billion of college housing a year for the
next ten years.
2. Authorizations in the 1968 and 1969
Housing Acts. Instead of expanding the di-

rect loan program for college housing, the
1968 Act contemplated financing In the private market, but it authorizes financial assistance to colleges by means of annual debt
service grants. This grant program Is to be
used to reduce the borrowers' annual debt
service payments on private market loans
to the average annual debt service that
would have been required If the loan were
based on the rate charged on loans under
the direct loan program. Annual grants can
be made over a fixed period up to 40 years.
The total amount of annual grant contracts
Is subject to approval In appropriation acts.
The total amount cannot exceed $10 million,
with this limit Increased by $10 million on
July I, 1969. The new grant program is made
aVailable for loans Involving the purchase of
existing properties which are In need of little or no rehabllltation.
The 1969 Act amends Section 401(f) (2) of
the Housing Act of 1950 to Increase, by $4,200,000 on July I, 1970, the aggregate amount
of contracts which may be entered into to
make annual debt service grants to help finance college housing facilities.

Section 236 be amended to permit the inclusion of nursing facilities In housing projects
for the elderly. In this way, elderly persons
who need nursing facll1ties would not have
3. Authorizations in Appropriation Acts.
to leave the community In which they are
living. In public housing for the elderly, There was an authorization of $5.5 mlllion of
nursing facilities should likewise be Included. annual grant contracts for college housing
2. NHC further recommends that financing Instead of the $10 million authorized In the
be available to nonprofit and cooperative 1968 Housing Act. For fiscal 1970, $6.5 mUsponsors under Section 236 which will cover lion was appropriated. For fiscal 1971, $9.3
the full cost of construction of nursing million of annual grant contracts was approhomes; also, that such projects should get the priated. This appropriation required an inbenefit of below-market-interest rates of sub- crease of $2.6 million In the legislative ausidies. As stated above, we recommend a thorization. For fiscal 1972, $9.3 mUlion was
statutory Increa.se in SUbsidy to permit a appropriated.
4. Amendments in the Housing and Urban
reduction In this interest rate to 0 % for those
Development Act 011970.
who need it.
Authorization jor College Housing Debt
3. The 1966 Act Included a program of FHA
insurance for facilities used for group medi- Service Grants. The 1970 Act amends Section
401(f)
(2) of the Housing Act of 1950 to
cal practice. NHC reaffirms its support of this
program and urges Its use to encourage the Increase by $12 million on July I, 1971, the
development of nonprofit cooperatives whose aggregate amount of contracts which may be
members will obtain the benefits of bona fide entered Into to make annual debt service
group medical practice at a reasonable cost. grants to help finance college housing facilThe program should operate In both urban ities.
11. Recommendations
and rural areas. NIlC continues to recomIncrease in Legislative Authorizations.
mend that mortgage amortization be permitted to commence after completion of con- NHC recommends a 5-year authorization of
struction of group practice facilities rather contracts for annual debt service grants
which would be sufficient for $1 billion of
than at the time the mortgage Is executed.
4. NHC continues to support the basic con- private financing annually for college houscept of the prior Patman Bill, H.R. 10188, ing.
CHAPTER s. COOPERATIVE HOUSING
which would remove obstacles that Imoede
the broader development of group health
1. In urban areas where multi family housplans and which would make financing ing predominates, cooperatives provide an
available for group health programs provid- important means of achieving homeownerIng hospitalization, out-patient and preven- ship. This produces better communities
where the control and responsibility rests
tive care.
with the people who have a stake and pride
CHAPrER R. COLLEGE HOUSING
In their own housing development.
1. Sum mary oj existing legislation
2. NRC approves the use for cooperatives of
1. Objective and Need. Our Nation has Inthe 221(d) (3) below-market-Interest-rate
creasingly recognized Its dependence upon (BMIR), 221(d) (3) market rate program,
higher education for its security, welfare, 235 and 236 Interest assistance, the new Secand continued prosperity. To meet the de- tion 243 program providing Interest assistmands made by the expanding number of ance for middle Income famllles, and rent
students and by reqUired Increases In fac- supplement programs. Such cooperatives will
ulties, additional housing must be prOVided make It possible to reach lower Income groups
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because of the economic savings and advantages of cooperatives. These are lllustrated by
the following savings:
(a) Lower closing costs with one closlngIncluding one mortgage, one title policy, one
insurance policy and one title transfer--on
an entire project of many dwelllngs. rather
than one for each dwelling.
(b) Lower transfer costs since It is unnecessary on a cooperative sale to Incur the
costs of title examinations and transfers,
brokers' fees, refinancing and other charges.
(c) Lower construction costs which cooperatives have achieved through the economies
of large scale. building when many housing
units are presold before construction starts.
The cooperative program has been successful for low and moderate income famllles
assisted under programs· with below-market
interest rates. NHC concurs in the Congressional mandates to encourage such cooperative housing under Sections 213, 221 (a) (3)
rnents by HUD and FHA encouraging cooperative housing under Section 213, 221 (d) (3)
and 236, such as the notice to FHA Insuring
Office Directors and Assistant Regional Administrators which stated:
"In discussions with builders and lenders,
the insuring office should encourage their
participation in the above cooperative programs, not only because of the excellent experience which has been achieved from the
FHA fiscal standpoint, but also because of the
benefits both financial and sociological which
flow to the users of this type of housing."
3. The need and demand for cooperative
housing under Section 236 greatly exceeds
the amount of fund..l available. In many HUD
offices, cooperative housing represents a substantial part of the accumulated backlog of
projects awaiting funds under the 236 program. This backlog of need should be met
by the release of funds already available and
increased authorizations recommended for
the 236 program.
4. We recommend that FHA recognize the
presently uncompensated costs to cooperative projects resulting from the requirement
of recertifying incomes. The cooperative
should be reimbursed by retaining the costs
of recertifications from "over-income" surcharges that are ultimately returned to HUD.
In addition, FHA should allow portions of
the over-income surcharges to be used by
the cooperative for improvements that FHA
may consider advisable and justifiable during
the life of the project.
5. Twelve years ago Congress established a
revolving fund of $225 million-which is now
administered by GNMA-for the purchase, at
par, of cooperative mortgages Insured by
FHA under Section 213. While there have
been extensive mortgage purchases from the
cooperative revolving fund, much of the
money has been returned,. so it now has an
ullcommitted balance of about $100 mlllion.
In 1968, the Administration impounded the
fund and no further GNMA commitments
can now be issued. NHC recommends that
the ba.!ance in the cooperative revolving
fund be made immediately available for the
purchase of mortgages on cooperative projects. The 213 program fills an unmet need
among those middle-income families and individuals. who can only afford the lower
monthly charges achievable through cooperative economies and financing. To lessen
the budget impact and induce the Administration to utilize these GNMA funds for the
purchase of section 213 mortgages, we recommend that these funds be used under the
Tandem Program. In this manner, the budget
will reflect only the difference between
GN~r..>\.'s par purchase of the mortgage and
the market price at which GNMA later sells
the mortgage.
6. (a) NHC applauds the HUD action in
releasing mlllions of dollars for dividend payments to over 400 Section 213 managementtype housing cooperatives who are covered
by a mutua.! insurance fund. NHC agrees with
HUD's statement that the dividend dlstri-

butlon was "persuasive evidence of the success of these housing cooperatives during the
years that the Section 213 program has been
in effect,"
(b) The Cooperative Management Housing
Insurance Fund (CMHI Fund") not only receives payment on mortgage insurance premiums but the CMHI Fund also receives
payments from interest on invested reserves.
Current law limits the yearly dividend distribution to excess collections (above anticipated needs) of mortgage Insurance premiums. NHC recommends that participating
housing cooperatives should also receive dIYIdends which Include their share of other
income to the CMHI Fund. Accordingly, we
recommend that Section 213 be amended to
remove the above-described limitation on
dividend distributions.
(c) Because many housing cooperatives
are faced with large expenditures for capital
improvements to comply with local environmental protection laws and changes In housing codes, we recommend that the reserves
of the CMHI Fund should be made available
for loans to finance such improvements. We
recommend an amendment to Section 213
which would allow up to one-third of the
CMHI Fund to be available for loans to participating housing cooperatives required to
make such improvements. The loans should
cover 75% of the improvement cost and be
repaid over a ten-year period, but in no event
beyond the maturity of the cooperative's
mortgage. The loan should bear interest at
a rate approved by the Secretary but not less
than the rate being earned by ClvlHI Fund
investments.
7. (a) As recommended elsewhere in this
report, NHC urges the disposition of public
housing and Federally-owned housing to cooperatives whose members will reside in such
housing and enjoy the benefits of mutual
ownershlp.
(b) In the disposition of property by
urban renewal agencies, there shOUld be a
recognition in the disposition plan that it is
important to achieve cooperative ownership
(,f mUltifamily housing in urban renewal
areas. Accordingly, part of these areas should
be considered for the development of housing
to be so owned by the people. In making a
disposition for this purpose, there should be
a disposition condition that those who acquire the property agree to develop it for
housing that will Involve cooperatl',e ownership.
(c) The FHA insurance program for supplemental loans shOUld be revised, Implemented and administered In a realistic
manner which would achieve its objectives.
Many cooperative projects are faced by the
necessity of making large expenditures to
meet requirements of new laws enacted as
part of anti-pollution and other health programs; moreover, many projects require
rehabilitation and up-grading. Supplemental loans are also authorized to provide funds
for necessa,y refinancing of membership
resales which involve Increases In equity. To
facllltate administration of such supplementary loans to finance resales of cooperative
memberships, such supplemental loans
shOUld be available not only to individual
cooperatives but to a group or association of
cooperatives or a non-profit financing institution to serve cooperatives. Supplemental loans should be made for a period and at
an interest rate to permit their amortization
without an undue burden on the projects.
GNMA should be authorized to use special
assistance funds for the purchase of such
supplemental loans at par. The supplemental loan provisions in 213 (j) should be extended to Include housing projects covered
by mortgages Insured under Sections 221 (d)
(3) or 236. NlIC recommends amendatory
legislation to implement the recommendations in this paragraph to the extent that
they cannot be effectuated through administrative action.
(d) The Special Assistant for Cooperative
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Housing at FHA should be provided with
adequate staff and funds to undertake a
broad program for the encouragement and
development of cooperative housing, including necessary training of cooperative leaders
and managers. The Special Assistant and his
staff shOUld have responsiblllty for both the
assisted and unassisted cooperative housing
in carrying out the functions prescribed in
the laws establlshing this position, whioh
should be amended to cover cooperatives
under all programs.
8 The Tax Reform Act of 1969 contains
the following provisions of special Interest
to the operation of a cooperative housing
project:
(a) Section 216(b) of the Code Is amended
to provide that, in determining whether a
corporation is a cooperative housing corporation, no account is to be taken of stock
owned and apartments leased by governmental entities empowered to acquire shares in
a cooperative housing corporation for the
purpose of prOViding housing faclllties. The
elrect of the amendment Is to allow individual tenant-stockholders to deduct their pro:..
portionate share of interest and taxes even
though more than 20 percent of the cooperative's income is derived from a governmental
entity. This amendment applies to taxable
years beginning after December 31, 19159.
(b) Section 1039 Is added to the Code to
provide for deferral of gain upon the sale of
a limited distribution proj3ct financed under
Sections 22l(d) (3) and 236 to a cooperative
cr other nonprofit oorporation. This important incentive Is more fully described in
paragraph 4 of Chapter DD.
9. NHC recommends that the Rent Supplement Program be extended to cover the Section 213 Program. In central city apartments
which are converted to cooperative ownership, this would enable them to serve inner
city residents who need rent supplements to
afford the monthly charges.
10. Since there is substantial interest on
college campuses in the use of cooperative
housing programs to serve college students,
NRC recommends amendments in approprl3.te housing programs to enable the use
of cooperatives for the housing of college
students.
11. NHC applaUds the U.N. General Assembly vote to encourage a program of social
housing that includes cooperatives.
12. The law provides for conversion of
existing rental projects financed under Sections 22l(d) (3) and 236 to cooperative ownership under those same sections. However,
there have been no conversions because HUD
is reserving subsidy money exclusively for
new construction. NHC urges that HUD reexamine this position and make monies
available for this conversion program. As
explained in Chapter DD, there is a tax program allowing for deferral of gain on rental
projects converted to cooperatives if that
gain is invested in the development of a new
Section 221 (d) (3) or 236 project. This program has yet to become operational because
of the fallure to release authorized funds.
13. Some existing Section 221 (d) (3) cooperative projects are experiencing vacancies
due to lack of quallfied applicants; yet they
are rejecting applicants who are over-income
famllles who would pay the full market
charges for their units. NHC recommends
that HUD penuit membership by these applicants for such existing Section 221(d) (3)
cooperatives.
14. NRC recommends that a cooperative
housing bank be established and capitalized
by the Federal Government. There is a long
history of successfUl operations of cooperative banks for agricultural endeavors.
Through flnancing cooperative housing such
a bank would facllltate the production of cooperative housing. It should be operated in
a manner which wlll provide for the retirement of the Government-subscribed capital,
so that the bank would become wholly owned
by the housing cooperatives.
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CH4PTEB T.

NONPROFIT HOUSING SPONSORS

1. Besides the cooperative non-profit projects discussed in the preceding chapter, the
nonprofit sponsors described in this chapter
are expected to have an increasing role in
meeting the housing needs of low and
moderate income groups with the assistance
recommended below.
2. NRC believes that there is an urgent
need for nonprofit housing sponsors for low
and moderate income housing assistance
programs. Nonprofit housing sponsors may
be either: (a) broadly-based housing development corporations which aid a number
of housing projects in the community; or
(b) individual project sponsors, such as
churches, charitable foundations, settlement
houses, labor unions, fraternal organizations
and other civic-minded groups.
3. NHC approves the use of Sections 221
(d) (3), 235 (j), and rent supplement programs in nonprofit sponsored projects. This
sponsorship makes it possible to reach lower
income groups because of the absence of
profit In the operation of such projects.
4. NHC is pleased that its recommendation
was accepted for the use of the Tandem
Plan for nonprofit sponsored housing. Without the Tandem Plan, it would be virtually
impossible for nonprofit sponsored projects
to go forward when mortgages are not selling at par.
5. NRC fully concurs in the report of the
Senate Housing Subcommittee that nonprofit housing sponsors have contributed
greatly to our housing production. The Committee Report stated: "among these Institutions, the not-for-profit organizations involved in housing development have made
substantial progress in the construction of
low and moderate income housing In a relatively brief period of time. Today they account for a large portion of the housing development activity carried out under the
several assistance programs authorized by
the Congress. This is fulfilling the intention
of the Congress and we are desirous to see
not-for-profit sponsors and developers play
an increasing role in meeting the nation's
critical housing shortage especially for low
and moderate income families and indiViduals."
6. NHC recommends that HUD prOVide the
following financial and technical assistance
to nonprofit (inclUding cooperative) sponsors
and organizations.
(a) Seed money loans to cover initial costs,
such as preliminary architectural fees, engineering fees, site options, tenant surveys,
market analyses, and legal and organizational expenses during the project development stage. These would be recoverable from
the proceeds of the FHA-insured mortgage.
(b) Grants for administrative costs, social
services and other necessary expenses which
are important to the success of projects for
low and moderate Income famllles and
persons.
(c) Technical assistance for expert aid
needed to train personnel, develop projects,
secure project approval and oversee construction.
(d) Assistance to nonprofit housing sponsors In the conduct of self-help and mutual
self-help programs.
7. $1 m1ll10n was appropriated for fiscal
year 1972 under the Low and Moderate Income Sponsor Fund for use by the Secretary
in providing a more adequate level of technical assistance. NRC urges that the balance
of the $5 million that was authorized In the
1970 Act be appropriated, $3 million was appropriated for fiscal )o'ear 1972 for loans under
the Low and Moderate Income Sponsor Fund.
Likewise NHC urges that any remaining authorized funds be included in future appropriation acts.
8. The 1970 Housing Act provides for a
Special Assistant to the Secretary who will
be responsible for providing Information
and advice to nonprofit organizations desiring to sponsor housing projects assisted

under programs administered by HUn. NRC
is pleased that a Special Assistant has been
named. It urges that he be given adequate
staff and funds to undertake a broad program
for the encouragement and development
of nonprofit sponsored housing.
CHAPTER
u. NATIONAL HOMEOWNERSHIP
FOUNDATION; NATIONAL ADVISORY COMl\IISSION ON LOW-INCOME HOUSING; NATIONAL
HOUSING PARTNERSHIPS; AND ASSISTANCE TO
NONPROFIT SPONSORS OF LOW AND MODERATE
INCOl\lE HOUSING

National homeownership foundation
I. Summary of Existing Legislation.
1. Objectives. The 1968 Housing Act created

the National HomeO\vnership Foundation to
carry out a continuing program of encouraging private and public organizations to
prOVide increased homeownership and housing opportunities in urban and rural areas
for lower Income families.
2. Authorizations in 1968 Housing Act. The
Act authorized the Foundation to make
grants and loans (not otherwise available
from Federal sources) to such organizations
to help defray organizational and administrative expenses, necessary preconstructlon
costs, and the cost of counsel1ng or similar
services to lower income families for whom
housing is being provided. The Foundation
would also provide technical assistance to
the organizations. The Foundation would
be administered by an 18-member Board
of Directors. Fifteen members would
be appointed by the ·President. The Secretary of HUD, the Secretary of Agriculture
and the Director of OEO would be the other
three members. The board would appoint an
executive director as its executive officer.
3. Authorizations in Appropriation Acts.

Appropriations up to $10 mUlion are authorized. The Foundation can also use
donated funds. Nothing has been appropriated for fiscal year 1970. The Administration
requested $250,000 for fiscal years 1971 and
1972 but nothing was included in the appropriation act for these years.
II. Recommendations. NRC urges that the
Foundation be fully funded so that the
Foundation can begin its vital assignment.
National advisory commission on low-income
housing
1. Objectives. The 1968 Housing Act estab-

lished a National Advisory Commission on
Low-Income Housing to undertalre a comprehensive study and investigate the resources
and capab11ities in the public and private
sectors of the economy which may be used
to fulfill more completely the objectives of
the national goal of "a decent home and a
suitable living environment for every American family".
2. Assignment. The Act directs the Commission to submit to the President and the
Congress an interim report with respect to
its findings and recommendations not later
than July I, 1969, and a final report not later
than July I, 1970. Neither report has been
filed.
National housing partnerships
I. Summary of Existing Legislation.

1. Objectives. TIle 1968 Housing Act created a national honsing partnership for the
purpose of securing the participation of private investors In programs and projects to
prOVide housing for low and moderate income
families. The Act prOVides for a federally
chartered, privately funded corporation under
the District of Columbia Business Corporation Act; also, for a National Partnership organized by the corporation under the D.C.
Uniform Limited Partnership Act. The Corporation serves as the general partner and managing agent of the National Partnership and
each of its stockholders can be a limited partner. It prOVides the staff and expertise for the
PartnerShip in organizing and planning
project undertakings in which the Partnership has an interest, and receives a fee for
such services.
2. Authority. Both the CC'rporation and the

National Partnership ~rl!l\u~b()r1zed _'te en gage In a broad range of activitlesappropriate to the provision of housing and related
facilities primarily for low or moderate income families, with or without the use of
Pederal programs, and may enter into and
participate In all forms of partnerships and
associations. The National Partnership forms
partnership ventures with local Investors for
the purpose of building low and moderate
Income housing projects throughout the nation. Normally, it will be a limited partner In
such undertakings, with an interest of not
more than 25 % of the aggregate initial equity
investment for the project. Sales have been
made of the reqUisite shares of stock in the
Corporation and interests in the National
Partnership. It began full operation In 1970.
The President is authorized to create additional partnerships when he determines It to
be in the national interest. National banks
are authorized to invest in a corporation and
other entities formed under this title.
II. Recommendations. NHC recommends
that the following actions be taken:
1. To encourage widespread participation
and private Investment in the National
Housing Partnerships, tax incentives must be
continued for undertaking housing developments to serve low and moderate Income persons. In Chapter FF, we describe the favorable action taken in the Tax Reform Act of
1969 to provide such Incentives.
2. To enable the sale of projects undertaken by the National Housing Partnership
to cooperatives or other nonprofit corporations, there should be an implementation of
the provisions of Section 236(j) (3) of the
National Housing Act as described under the
separate 236 heading. An important tax Incentive prOViding for deferral of gain upon
a 236 (j) (3) sale to a cooperative or other
nonprofit corporation was added by the Tax
Reform Act of 1969. It Is more fUlly discussed
In Chapter FF.
Assistance to nonp1'Ofit sponsors of low- and
moderate-income h01Lsing
1. Summary of Existing Legislation:
1. Objectives. The 1968 Housing Act has

provisions to assist nonprofit sponsors of low
and moderate income housing.
2. Authorization in the 1968 and 1969
Housing Acts:

(a) The Secretary of HUD is authorized to
provide technical assistance, with respect to
the construction, rehabilitation, and operation of low and moderate Income hOUSing to
nonprofit organizations.
(b) The Secretary can also make 80-percent, interest-free loans to non-prOfit sponsors of such housing to cover certain preconstruction costs under Federally-assisted programs.
(c) The Low and Moderate Income Sponsor Fund is established for the purpose of
making the loans With an authorization of
appropriations of $7.5 million for fiscal year
1969 and $10 million for fiscal year 1970. The
Fund will be a revolving fund and repayment
of loans will be deposited in the Fund.
3. Authorization in

Appropriation

Acts.

$500,000 was appropriated In the Supplemental Appropriations for fiscal 1969, $2 million
was appropriated for fiscal 1970, $3 million
was inclUded in the appropriation act for fiscal 1971, and $4 million was included in the
appropriation act for fiscal 1972.
4. Amendments in the Housing and Urban
Development Act for 1970.
(a) Advice and Assistance with Respect to
Housing for Low and llofoderate Income Families. The 1970 Act amends Section 106(a) of

the Housing and Urban Development Act of
1968 to authorize technical assistance and advice with respect to individual tenants and
homeowners assisted under HUn programs In
addition to nonprofit sponsors of multifamily
housing. The section also repeals the grant
program for tenant services In public housIng projects and authorizes such services to
be financed out of project Income and annual contribution payments.
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(b) In/ormation and Advice to Nonprofit
Project Sponsors. The 1970 Act creates In the

sites for rural housing for low and moderate
Income families.

Department of Housing and Urban Development a new position of Assistant to the
Secretary, responsible for assisting nonprofit
organizations in complying with HUD requirements in applying for sponsorship of
housing projects under the subsidized multifamily programs administered by the
Department.
NHC urges that the full authorizations be
appropriated and utilized for this program
as more fUlly discussed in Chapter T.

3. Amendments in the Housing and Urban
Development Act 0/1970

CHAPTER V. RURAL HOUSING, RENEWAL AND
PLANNING FOR MULTI-COUNTY AREAS

I. Summary

0/ existing legislation

1. Objectives. There is increasing national
concern to make rural America more attractive and livable for all. To achieve this goal,
programs must be initiated to encourage the
young and better educated to continue living in rural America. Programs which provide the same kinds of financial assistance
as are provided for urban housing and renewal should be available to rural areas for
rural housing and renewal. We endorse those
provisions of the 1968 Housing Act which
make certain housing assistance equally
available to rural areas, but other legislation is requIred as described below.
2. Authorizations in the 1968 and 1969
Housing Acts.

(a) Under Sections 235 and 236, the Secretary was authorized to transfer to the Secretary of Agricuiture a reasonable portion of
the total authorIty to contract to make periodIc Interest reduction payments for use in
rural areas and small towns. By agreement,
the Secretary of Agriculture was delegated
$2 million in contract authority under Section 235(k). However, projects under Section
236 will be processed by FHA. As of July I,
1971, FHA exhausted its 235(k) contract authority and no new contract authority Is antIcipated.
(b) The 1969 Act extends for a 4-year period ending October I, 1973, the various rural
housing authorizations which were scheduled to expire on October I, 1969.
(c) The 1969 Act amended Section 517(c)
of the Housing Act of 1949 as follows:
(1) To remove the present $100 million
limitation on the amount of new loan paper
which may be held in the Rural Housing Insurance Fund at anyone time;
(2) To authorize the Secretary of Agriculture to sell insured housing loans out of the
Rural Housing Insurance Fund in blocks
and to treat such transactions as a sale of
assets for bUdgetary purposes; and
(3) To make clear that the Secretary of
Agriculture may Issue commitments to make
or insure rural housing loans on one or more
properties upon application by the lender,
or seller and upon compliance with such requirements as he may specify.
(d) The 1969 Act amended Section 517 of
the 1949 Act (with conformIng amendments
to Sections 518 and 519 of that Act) to abolish the existing Rural Housing Direct Loan
Account and transfer all of its assets, lIablllties, and authorizations to the Rural Housing Insurance Fund. It is the purpose of
these amendments simply to consolidate the
direct loan programs of the Farmers Home
Administration in a single Fund, without
changing the nature or coverage of those
programs; all of the funds, claims, notes,
mortgages, contracts, property, collections,
proceeds, and unexpected balances which
were held in or applicable to the Account
will as a result of the transfer be held in or
appllcable to the Fund, and any authorizations for the appropriation of funds, the
availability of funds for direct loans and
related advances, or the Issuance of notes
which were applicable to the Account will
become applicable to the Fund.
(e) The 1969 Act adds a new Section 524
to the 1949 Act to authorize financial assistance to nonprofit organizations to provide

(a) SectIons 514 and 516 of the Housing
Act of 1949 were amended to broaden the
farm labor housing program by;
(1) Authorizing financial assistance to
nonprofit organizatIons of farmworkers for
the construction of farm labor housing;
(2) Authorizing financial assistance to
broad based public or nonprofit organizatIons
for the construction of farm labor housing
any place within the State where the need
eXists.
(3) Lowering the interest rate on farm
labor housing loans from 5 to 1 percent.
(4) AuthorizIng the financing of household furnishings in farm labor housing units.
(5) Raising the maximum grant from twothirds to 90 percent of the development cost
of a project.
(6) Requiring the construction of farm
labor housing suitable for year-round use
except where the Secretary finds that yearround housing Is not needed.
(b) Sections 502 and 504 of the Housing
Act of 1949 were amended to permit loans
to people who lease a home site.
(c) Section 504 was amended by raisIng
the ceiling on loans and grants for home repair from $1,500 to $2,500 and to $3,500 if
necessary to provide water and sanitation
faclll ties.
(d) The Secretary of AgriCUlture was given
discretionary authority in the use of Farmers
Home Administration county committees in
the determination of the eligibility of loan
appllcants.
(e) Section 515(b) (1) was amended to
raise the ceiling on loans for the construction
of rental housing projects from $300,000 to
$750,000.
(f) Section 520 of the Housing Act of 1949
was amended to raise the size of communities
Farmers Home Administration can serve from
5.500 to 10,000.
(g) Both the Senate and House Committee
Reports strongly recommend that 1968 report language be rescinded thus making It
clear that both urban and rural residents
shOUld be eligible for Title V housing regardless of whether they work in a rural area.
4. Authorizations in Appropriation Acts.

Elsewhere we have described the authorizations of interest assistance contracts under
Section 235 and 236 which are now available
for housing In rural areas. In addition. the
rural housing program of the Department of
AgriCUlture was authorized to maintain a $5
million program of 3%, 50-year loans.
II. Recommendations
1. Additional Authorizations in Appropriations Acts. NHC make the following recom-

mendations:
(a) That authorization be increased for the
following programs: Section 504 loans and
grants from $50,000,000 to $100,000,000; Section 516 grants from $50,000,000 to $200,000,000; Section 506 research and stUdy from
$250,000 per year to $5,000,000 per year; and
Section 523 technical assistance from $5,000,000 to $10,000,000.
(b) That the housing repair grant provisions of section 504(a) be funded at a level
of $25 million for fiscal 1972. Since 1964 there
have been no grant funds available for housIng repair.
(c) That the housing loan prOvisions of
Section 504(a) be funded at a level of $25
million for fiscal 1973.
(d) That the farm labor housing grant
provisions of Section 516(b) be funded at a
level of $50 million for fiscal 1973.
(e) That the self-help housIng technical
assIstance grants authorized by Section 523
(b) (1) (A) be funded at the full limit of $5
million for fiscal 1973.
(f) That the self-help loan funds authorized by Section 523(b) (1) (B) be funded
at the full limit of $1 million for fiscal 1973.
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(g) That the full amount authorized by
law, be appropriatecl for development and
planning grants, for rural water and sewer
systems for fiscal 1973.
(h) That $150 milllon be appropriated for
FmHA administratIve expenses in fiscal 1973
to enable the agency to handle the vastly
increased workload particularly In housing
and in community affalrs.
2. Legislative Amendments Relating to
RUTal HOUSing. NHC recommends the following legislation relating to rural housing
programs:
(a) The 3%, 50-year loan program to supplement the new authority granted under the
1968 Housing Act should not only be continued but increased. The Secretary of Agriculture should be authorized to contract to
maintain the interest rate throughout the
duration of the loan. Also the Secretary
should be granted the power to reduce the
Interest rate to as low as 1% under this
program.
(b) Enact legislation creating the position
of Special Assistant for Cooperative Housing
In the Farmers Home Administration
(FmHA) of the Department of AgriCUlture (a
sImilar position to that created in the Housing Amendments of 1955 for urban cooperative housing) with similar powers, duties and
adequate stair and budget; and the additional responsibility of mobilizing the support of rural area cooperatives of all types
for the creation and continued successful
operation of rural cooperative h:>using projects.
(c) Give the Secretary of HUD authority
to waive rules and regulations of HUD programs so smail cities and towns can get an
eqUitable share of HUD programs.
(d) That the popUlation celllng on FmHA
loans be raised from towns of 10,000 to maximum 25,000 popUlation, except in areas outside of SMSA's where no population limit
should apply with commensurate adJustments in administrative funds.
(e) That the Rent Supplement Program
be extended to programs which are financed
directly by FmHA, such as the Section 515
Rural Rental Program.
(f) The authority given to the Secretary
of Agriculture to use county committees as
a means of determIning the eligibllity of
applicants for FmHA housing loans should
be completely rescInded.
(g) The authorization for annual appropriations for development and planning
grants for rural water and sewer systems
should be raised from $115 mlllion to $230
million.
(h) A legislative goal of at least 500,000
housing units per year for FmHA financing
should be established. This is the level which
will be needed to achieve the rural part of
NHC's national housing goal which calls for
10,000,000 federally assisted housing ~mits
to be constructed or rehabllltated in ten
years.
(1) FmHA should be provided with funds
for research geared to solve problems which
often hamper or restrict housing deveh)pments in rural areas. An example is lack of
waste disposal faclllties. Research needs to
be undertaken to develop a waste disposal
system which could serve an indiv!dual
home or a number of homes at a' modest
initial Investment and low maIntenance.
. (J) Congress should establish a $6 bl1lion
level for FmHA insured housing loans in
fiscal 1973. This would permit FmHA to finance at a level of about 500.000 housing
units a year. Because these funds are raised
through the sale of notes on the private
market, the funding does not require appropriations from the Treasury. Therefore
there is little impact on the Federal budget.
(k) That the FmHA stair be expanded to
enable the agency to actively promote rental
and cooperative housing to aId in meeting
rural needs.
(1) The amendment of the FmHA Act
to enable the agency to promote and finance

-;):\ti;);i~j;~~ ~;{~i¢:~:~1'f;;~~N~:::*~~:';~,r

RECORD - SENATE
nonproflt housing development corporations
as housing delivery systems to small towns
and rural people.
(m) That legislation be enacted to assure
that the American Indian-on and off reservations-ls given the opportunity and choice
to participate in all Federal housing
programs.
(n) The estab11shment of a Rural Development Bank as provided in H.R. 15402 introduced by Congressman Patman.
(0) That the FmHA legislation be amended to authorize loans reqUiring principal and
interest payments on as little as 50 percent
of the principal, for Section 502 and 515 and
as little as 10 percent of the principal on
Section 504 loans, with the remainder covered
by a second trust which would not bear interest or fall due for repayment until the
first mortgage was paid off or the property
changed hands.
(p) The creation of a Department of Rural
Affairs, which would include those housing
and community development functions currently administered by the Department of
Agriculture, and which would receive its appropriations through new subcommittees of
the House and Senate Appropriations Committees. In the absence of such an executive
reorganization, NHC recommends that all
appropriations for housing and community
facilities programs be made through the same
Appropriations subcommittees, whether the
programs are administered by HUD or USDA.
(q) Enactment of any necessary legislation to authorize and direct FmHA to estab11sh escrow accounts on behalf of its housing borrowers for the payment of taxes and
Insurance.
(r) Enactment of any necessary legislation
to replace the present bonding reqUirements
of FmHA County Offices with a fidelity
bonding arrangement which would protect
the government against fraud without makIng County Office staff financially 11able for
non-fraudulent administrative errors.
(s) Legislation authorizing FmHA to take
all actions necessary to permit the use and
compensation of housing consultants and
specialists In preparing, processing or otherwise assisting in the undertaking of housing
financed or aided by FmHA.
(t) Enactment of any necessary legislation
to authorize and direct FmHA to refinance
indebtedness when failure to refinance would
likely result in the applicant's loss of hls
necessary dwelling or, if a loan for Improvement were made, failure to refinance would
cause a hardship for the applicant.
(u) Enactment of legislation authorizing
the use of all Title V programs on leasehold
interests in land.
(v) Enactment of any necessary legislation
to authorize and direct FmHA to establish a
system of orderly appeals whereby an applicant denied assistance would be afforded
a due process hearing.
(w) Enactment of any necessary legislation that would preclude FmHA from discriminating against an applIcant on grounds
of the source of hls income and to eliminate
the practice of viewing housing needs as a
residuum of other basic needs.
(x) Enactment of any necessary legislation
to authorize and direct FmHA to take whatever security that is available, if any, for all
loans made under Title V to members or organizations of an Indian Tribe or Nation
living on reservation land or similar land
which is otherwise restricted.
(y) Enactment of any necessary legislation to authorize and direct FmHA to make
Section 504 home repair loans for amounts
of tIp to $4,000 and for a period not to exceed
20 years and that any loan for less than
$2,500 need be evidenced by only a promissory note.
(z) Enactment of any necessary legislation to authorize and direct FmHA to contract with private and public organizations
for the purpose of conducting research and
stUdy programs.

(aa) Enactment of any necessary legislation to authorize and direct FmHA to allON
any licensed attorney regularly practicing
law in the state where a loan or grant ls made
to act as legal counsel for the recipient of
such loan or grant.
(bb) Enactment of any necessary legislation to authorize and direct FmHA as a part
of a grant for Section 523 technical assistance, to make a land development loan
which will be repaid upon the expiration of
the grant period unless extended and which
shall bear no interest.
(cc) Enactment of any necessary legislation to authorize and direct FmHA to insure
title to land which because of a remote cloud
thereon is otherwise uninsurable.
(dd) Creation of an Emergency Rural
Housing AdminIstration as prOVided in the
McGovern Bill (S. 2897) .
(ee) FmHA should be authorized to make
loans for the purchase of furniture to recipients of housing loans when they are
unable to afford to purchase adequate
furnIshings at the tIme of moving into a
FmHA-financed home.
(ff) Legislation authorizing FmHA to extend its housing programs to Guam and the
trust territorIes.
3. Recommendations
Actions.

jor

Administrative

(a) The national office of FmHA should
take steps immediately to Improve the delivery system so that housIng loans can be
processed at a greatly accelerated rate. The
first quarter of fiscal 1972 indIcates that
Farmers Home is not processing loans rapidly enough to deliver the $1.6 billion authorized this year which may well result in
a cutbacl{ next year if steps are not taken
to correct the sItuation.
(b) FmHA should provIde counseling
servIce to purchasers of FmHA-financed
homes to acquaint them wIth the use of
appliances and the up-keep of their homes,
as well as their rights and responsiblUties
as homeowners. If FmHA does not have sufficient personnel for this, it should explore
arranging for ExtensIon Service home economists to perform this function or to contract wIth outside organIzations to furnish
the service.
(c) Besides Congressional actions, there Is
a need for more effective executive actions
and better coordination of Agriculture and
HUD, and for consultations with industry
and public Interest groups. Such actions
should be taken to assure that federal housing, community facility and plannIng aids
for rural areas are eqUivalent to those available In cities and metropolitan areas.
(d) The Secretary of Agriculture is urged
to stimulate and encourage programs under
new and existing (;ooperative housing provisions to alleviate the housing ills in rural
areas.
(e) The Federal HousIng Administration
and the Farmers Home Administration
(FmHA) are urged to work out a plan for
making housing credit available in small
towns that are too large for FmHA to service (over 10,000), but not practical for FHA
to service because of remoteness or other
reasons. A serious credit shortage exists in
many of these areas.
(f) There should be standardization of
FmHA regUlations and procedures which
presently often vary from county to county
and from state to state, making it difficult
and sometimes impossible for outside groups
to work effectively with FmHA. In thIs respect, the staff of the National FmHA should
be expanded. Also, in many areas where the
demand for housing is SUbstantial, FmHA
should assign housing specialists. Presently,
county supervisors are responsible not only
for housing but for many other FmHA program as well. If FmHA is to achIeve the
potential which its housing program possesses, it must develop new adminIstrative
techniques to handle the greatly increased
volume of housing applications.

(g) 1"mHA shOUld reorganize its staff and
further streamline its activities to speed up
the making and servicing of loans.
(h) FmHA should increase Its administrative limit of $100,000 for rural housing sIte
loans to $500,000. The present limit, In vieW
of escalating land costs and costs of developing rural land, is too low. As a result, the
tremendous potential of thls valuable new
authority which FmHA receivt>d in the 1969
housing legislation ls severely restricted.
(i) FmHA should strengthen its advance
commitments to builders so as to encourage
larger scale builders to operate in rural areas.
This ls essential to producing the volume of
housing reqUired to solve the critical shortage in rural communities. FmHA's administratIve regulations prevent advance commitments from having the impact which Congress intended.
(J) FmHA should encourage broader use
of programs for which nonprofit organizations are eligible, such as Section 515 rental
housing, Section 514-516 labor housing, SectIon 523 technical assistance; and Section
524 site development, by eliminating the requirement that organization be made up of
and controlled by persons from the community in which the housing is to be located. In
rural areas non-profit housing organizations
often consIst of persons from several communities and even several counties. These
organizations should be allowed to participate in the programs without the need for
extensIve reorganization. It is believed that
theFmHA programs would benefit from the
economies of scale and the need for better
project management if this recommendation
ls followed.
III. Provisions on rural housing and renewal
in Chapter V oj S. 3248 and NHO's recommendations

The Senate Committee Report explaIns the
provisions of Rural Housing:
Assistance Authorization
The blll would amend section 513 of the
Housing Act of 1949 by increasing authorIzations available for Section 516 Labor Housing
grants to $150,000,000 through June 30, 1974.
These increas'ed amounts recognIze the desperate need for decent housing for those
who earn a SUbstantial portion of the income
from farm wage work and who historically
have been one of the most indecently housed
people in this county. Prior to 1970, there
existed no effective program which could
meet the needs of farm workers in rural
areas. The 1970 Housing Act amended section
516 to enable public bodies and nonprofit
sponsors to receIve grants of up to 90 percent
of the capital costs of a rental project for
farm workers, thus for the first time making
most projects economIcally feasIble. As a result, there has been a large increase in demand for program funds. The committee was
informed that, after the first six months of
operation with the new authority, a backlog
of over $18 mlllion in requests had accumulated at the National Farmers Home Administration office with only $3.7 million to
fund them. As a result, FmHA requested that
no more new applications be proposed. It is
estimated that the funds authorized here
would provide decent housIng and related facilities for about 10,000 families. It is estimated that some 250,000 farm worker families are in need of housing but it Is antIcipated that some will be served by other federally subsidized programs as amended by
thls Act.
Mobile Homes
The blll would amend title V of the Housing Act of 1949 to add a new section 525 to
authorize rural housIng loans to finance
mobile homes, as well as Individual sites,
under provisions regarding interest, inaxImum amounts, maximum maturities, and
standards applicable to HUn-insured loans
for the same purposes. In other respects, e.g.
the reqUirement that the apPlicant be un-
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able to obtain a loan elsewhere, rural housing loans for mobile homes would be subject to the provisions of title V of the Housing Act of 1949.
Assistance Payments for Low-Income
Tenants
The bill would amend section 521 of the
Housing Act of 1949 to authorize the Secretary of Agriculture to make and Insure rural
housing loans on terms and conditions, and
make assistance payments as necessary, to
achieve the same results for lower Income
and very low Income occupants of rental or
cooperative ,housing as could be achieved under the provisions of the bl1l applicable to
the Insurances of loa,ns and the making of
assistance payments by. HUD for the same
purpose.
The blll would also amend sections 517 and
521 of the Housing Act of 1949 (1) to authorize the Rural Housing Insurance Fund to
be used for the purpose of making the assistance payments and other relief available, (2)
to require annual appropriations to reimburse the fund therefor, and (3) to authorize interim borrowings from the Treasury as
necessary In anticipation of such reimbursement.
Nonprofit Organizations
The committee Is aware of and acknowledges the tremendous effort made by many
nonprofit organizations In rural areas In
bringing the benefits of Title V of the 1949
Act to low Income families. It has also been
made aware, through testimony, of the fact
that many nonprofit organizations are ineligible to participate In the various programs because the make-up of their boards
of directors and the jurisdictions of their
memberships Is different from the regulations establlshed by the Farmers Home Administration. Because of the tremendous
need for rental housing which could be provided through the rural rental program and
the labor housing programs, the need for
self-help technical assistance through section 523 and the need for land development
through sections 523 and 524, the committee believes It to be essential that more nonprofit organizations be encouraged to participate In these programs.
The committee Is of the opinion that It
is desirable to promote the use of nonprofit
organizations who can, as time passes, demonstrate that, through the economies of
scale and through enlightened management,
housing for low-income people can be delivered efficiently and effectively In the widespread market of rural areas.
NHC supports the foregoing provisions of
the Senate Enacted Bill which carry out
many NHC recommendations. We continue
our recommendations of additional authorizations and improvements In legislation relating to rural h011slng and renewal.
CHAPTER W. INTERIM ASSISTANCE AND INTERIM
REHABILITATION PROGRAMS IN SLUM AND
BLIGHTED AREAS

1. Summary of Existing Legislation
1. Interim Assistance for Blighted Areas as
Provided for in the 1968 Housing Act. The
1968 Housing Act authorizes the Secretary of

HUD to contract to make grants aggregating
up to $15 mllllon In any fiscal year to cities or
counties to assist them in taking Interim
st€PS to alleviate harmful condition In slum
or blighted areas of communities. To qualify,
these areas must be planned for substantial
clearance, rehabilitation, or federally-assisted code enforcement in the near future,
and must need some Immediate pUblic action unt!! permanent action can be taken.
Grants may not exceed two-thirds of the cost
of planning and carrying out an Interim assistance program, except that three-fourths
grants can be made to any community with
a population of 50,000 or less. A community
has to have an approved workable program to
quallfy for assistance.
2. Need for Interim Rehabilitation Pro-
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gram. In slum and blighted areas, there which violates code requirements or local
should be a program of rapid Interim re- laws concerning health or safety. This would
habllltation to correct those housing condi- cover property where the owner has faUed to
tions which directly affect health and safety. correct such violations within a period preThe people now living In substandard hous- scribed by local law. The loan should be made
ing shOUld not be expected to walt until on the condition that It will be repaid from
permanent neighborhood improvement pro- the income derived from the rehabilltated
grams are developed. We need a program property, with appropriate liens or other
which will provide grants and loans which rights that will be enforceable against the
can be rapidly disbursed to ellmlnate health property.
and safety hazards, without regard to the
Pursuant to the foregoing ~eglslatlon, the
useful life of the buildings. The objective assistance should be sufficient to achieve
Is to prOVide whatever assistance is needed to monthly charges, after Interim rehabllitaachieve monthly charges, after interim re- tion, Which will be within the financial reach
habllltatlon, which wlll be Within the finan- of the present occupants or of others of low
cial reach of the low income and moderate or moderate incomes.
Income residents. The emergency upgrading CHAPTER x. NEW TOWNS AND NEW COMMUNIof structures should not involve increases In
TIES
rents beyond the reach of the present teI. Summary of existing legislation
nants.
3. Funds for Interim Assistance. There have
1. Need. Since 40,000,000 additional peobeen no appropriation authorizations to Im- ple will be living in cities during the llext
plement the 1968 Act prOViding interim as- decade, we need new towns and new commusistance to alleViate harmfUl conditions in nities to help take care of this Increased urslum or blighted areas. However, $15 mUlion ban population, to provide for an orderly
of urban renewal funds have been allocated dispersal of population and relieve further
for this purpose.
city congestion. These new towns would be
carefully planned as balanced communities.
I I. Recommendations
They would be largely self-contained with
1. A uthorizations in Appropriation Acts. homes, apartments, schools, jobs, hospitals,
NHC recommends expansion of the program recreational faclllties and open spaces. They
through appropriate authorizations and ad- should be planned to minimize transportaditional urban renewal allocations for the .tlon needs by assuring employment for resiinterim assistance program In slum areas. dents within or near the community. They
This should Include an advance appropria- should provide housing for all Income groups,
tion and allocation for the next additional Including those of low and moderate infiscal year to give cities and counties more comes. These new comrrmnitles can provide
lead time In planning Interim steps to al- a new kind of urban living which can offer
leviate harmful conditions In slum or blight- an alternative to the sprawling growth that
ed areas. NHC further recommends that the threatens to overWhelm our metropolitan reamount of the appropriations-and legisla- gions with costly and Inefficient development.
tive authorizations therefor-should be InThere Is an urgent need for Federal guarcreased In response to the Increasing needs anti.es to overcome major obstacles which
evidenced by the appropriation requests have prevented greater efforts in this field,
Which will be filed for Interim assistance.
namely: (1) the large capital Investments
2. Legislative Amendments on Interim As- to acquire large land areas and Install the
sistance. All cities should be eligible for a basic faclllties needed to prepare the land
three-quarters grant for the cost of plan- for development; and (2) the extended pening and carrying out the Interim program. riod for the planning and Installation of site
Instead of llmitlng the larger grants to the improvements, during which large expendismaller cities, the large cities should get tures must be made for debt service, taxes
such a grant and not be limited to a two- and overhead.
thirds grant.
There Is an even more urgent need for
3. Legislation for Interim Rehabilitation Federal grants to publlc and nonprofit agenProgram. NHC recommends legislation to cies for all new community assistance projprOVide for the above described program of ects and services, which term (as used below)
Interim rehabilitation to correct housing con- Includes the following: water and sewer faditions which directly affect health and cllltles; water conservation and pollution
safety, without regard to the usefUl life of control; waste disposal; hospitals, health
the buildings. The legislation should Include centers and services; mass transportation;
the following:
open space, parks and beautification; publlc
(a) Amendments to broaden the Interim facilities and bUildings; recreational and
assistance law to inclUde such Interim re- cultural facllltles; llbrarles; neighborhood
habllltatIon of housing as Is necessary to facilities and services; environmental protecprotect the health and safety of residents. tion; planning; technological advances; and
This would make grants avallable to cities essential public services.
and counties which are undertaking such a
2. A1Lthorizations in 1968 and 1969 Housprogram.
ing Acts. The 1968 Act authorized HUD to
(b) With respect to Interim rehabllltatlon guarantee obllgatlons Issued by new commuto correct conditions which directly affect nity developers to help finance approved new
health and safety In homes located in slum community developments. These guaranties
and blighted areas, the following financial were Intended to overcome the major obassistance should be extended to owners of stacles which have prevented greater accomhomes who have low and moderate Incomes: plishments In this field. With the security
(I) rehabllltation grantp under Section 115 In of Federal guaranties, Investors have been
an amount not to exceed $3,500; and (ll) re- willing to provide financing geared to the
habilitation loans under Section 312.
realities of Internal cash fiow in new commu(c) Federal code enforcement grants for nity development projects. To encourage 10Interim rehabllltatIon of housing.
c:lllties to use Federal aid programs In sup(d) Federal grants to urban renewal agen- port of new communities, the Act Includes
cies to acquire slum buildings which are In a program of Incentive grants. When Fedviolation of housing codes. and for Interim erally-assisted facUlties are being constructed
rehabilitation to eliminate hazards. Public to serve a new community, the public agency
acquisition of properties for Interim rehabUl- will be eligible-In addition to the basic
tatlon may be an early acqUisition of part Federal grants-for a. supplementary grant
of the property that would later be involved covering an additional 20% of construction
In a permanent renewal program for the costs. However, the total federal contribuneighborhood.
tion to the cost of community facUlties can(e) Section 312 should be further amended not exceed 80% of the cost of the facllity.
to provide loans to public bodies or agencies This would Include faclllties such as water,
which take possession or control of any prop- sewer and the open-spa.ce land. Appropriaerty-through receivership or otherwise- tions for supplemental grants were author-
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iZed in the amount of $5 milllon for fiscal
year 1969 and $25 million for fiscal year 1970.
The 1969 Act amended Section 412(d) of
the 1968 Act to authorize appropriations for
new community assistance grants through
the fiscal year 1971.
3. Authorizations in Appropriation Acts.

For fiscal year 1970, $2,500,000 has been appropriated for supplemental grants to public
agencies which install federally-assisted facilities to serve new communities. $5 million
was included in the appropriation act for
fiscal year 1971. For fiscal year 1972, $5 million was appropriated for supplementary
grants and $5 mlllion for special planning
assistance.
4. Amendments in Housing and Urban Development Act of 1970. Title VII of the 1970

Housing Act-called the Urban Growth and
New Community Development Act of 1970created broad new urban growth concepts
and programs. This legislation provides a
package of Federal financial aids to new community developers, both private and public,
to assist in the provision of newly built communities and major additions to existing
communities,including:
(a) Guarantees of the bonds or other obligations of new community developers issued
to finance land acquisition, land development, and construction of public and utility
facilities; the outstanding amount that can
be guaranteed with respect to all new community developments cannot exceed $500
million and with respect to each development, $50 mlllion; the amount guaranteed
cannot exceed the sum of 80 percent of the
value of the property before development
and 90 percent of the actual cost of the development, except that for public developers
the guaranteed amount could be 100 percent
of the above cost items.
(b) Loans to pay interest on bonds of new
community developers, repayable on deferred
basis as long as 15 years; loans to bear interest at simllal" rate to outstanding U.S.
obligations of comparable maturities; the
outstanding amount of loans cannot exceed
$240 million for all developments and $20
million for one development.
(c) Special planning assistance grants to
new community developers to pay up to twothirds the cost of various planning for new
community development; $10 mlllion authorized over two years.
(d) Supplementary grants to states or localities for facilities to increase the Federal
share under numerous public faclllty grant
programs by up to 20 percent of the cost of
such facilities, provided the total Federal
share does nnt exceed 80 percent; $168 million authorIzed over 3 years.
(e) Public service grants to help defray the
initial costs of essential public services (including schools) with respect to new communities; open-end authorization.
(f) Comprehensive planning grants to
public bodies or organizations or public officials to finance planning for urban growth
and the provision of new communities.
(g) Open space grants, up to 75 percent,
to public bodies to finance acquisition of
undeveloped land which can be used in connection with the growth of new communities includIng the expansion or revItalization
of exIsting communities.
Other parts of this title would authorIze
new community demonstration projects by
the Federal government on Federal land; require urban growth reports from the PresIdent through an identified unit of the
Domestic Councll every two years; and
authorIze urban renewal grants to finance
the acquisition of vacant or inappropriately
used land or space which could be developed
for housing and related uses, the development of ~ew communities in town, or other
undertakmgs related to inner city needs.
New Community Land Development
The 1970 Act amends title IV of the Housing and Urban Development Act of 1968 to
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authorize an increase in the Guarantee Fund
for new Communities Land Development
from $250 million to $500 mUlion; extend the
avaUability period of unexpended funds to
July I, 1974; and clarifies the conditions
under which guaranty payments are to be
made to bond holders.
II. Recommendations
1. Appropriations.

(a) We recommend the full appropriation
of all amounts authorized for grants under
the Urban Growth and New Community Act
of 1970 which have not been included in
appropriation acts; also, an advance appropri~tion of similar grants for the next year,
besIdes the current one, in order to give
more lead time for initiating and planning
new communities. All future authorizations
should be fully funded by appropriations.
(b) An approprIation of $5 million was
made for specIal planning assistance grants
to new community developers but these
funds were transferred for use as supplementary grants in fiscal 1973. NHC deplores
the failure to utilize the $5 million for special planning assistance to developers as contemplated by Title VII of the 1970 Housing
Act.
2. Requested Appropriation. In his Budget
Message for fiscal 1973, the President has
requested an appropriation of $5 million for
supplementary grants for new community
assistance projects. While this Is $5 million
less than the amount appropriated in fiscal
1972, there will be a carry-over to fiscal 1973
of unused supplementary grant authorizations so that the total amount avaUable in
that year will be $10 million.
3. Increase in Legislation Authorizations
and Appropriations.

(a) We recommend that the aggregate
limit on outstanding guaranties be increased
by $1 blllion above the present limit of $500
mlllion. We further recommend an increase
in the authorization of appropriations for
supplemental grants to $100 mUllon a year
for a 5-year period.
(b) There is an urgent need for special
planning assistance to developers. NHC recommends the fUll appropriation of the $10
mUllon authorized for this purpose over a
2-year period and an additional authorization at the same annual rate for 3 more
years.
(c) We recommend an appropriation of $10
millIon for fiscal 1973-and a like amount as
an advance appropriation for fiscal 1974-to
fund publlc service grants (as authorized by
Title VII) to help defray the initial cost of
essential public services (including schools)
with respect to new communities. We further
recommend a legislative authorization of appropriations for this purpose at the same annual rate for a 5-year period.
(d) All of the foregoing authorizations
shOUld remain available until committed.
4. Other Legislative Amendments.

(a) With respect to the Community Development Assistance Blll reported by the
Senate Committee on Banking, Housing and
Urban Affairs on February 28, 1972 (introduced by Senator Sparkman as S. 3248), NRC
recommends an amendment to the basic
grant formula to meet the needs of new communities. The present formula in that blll is
nnt SUitable or workable for new communities as it is based on past grant program
experIence, existing population, housing
overcrowding and poverty-of which new
communIties have llttle or none. New communities require a formula which is based
upon future needs, includIng the new population they will attract and the new community assIstance projects and services they
wlll require, instead of being based on past
or existing conditions.
(b) The community development grants
under S. 3248 would equal 90 percent of project cost. With respect to the 20 percent supplementary grant for new community assistance projects, an amendment is necessary to

repeal the 80
Federal share of grants and to proVide
the total Federal grant is not to exceed the
cost of the new community assistance
project.
(c) There should be an earmarking of Federal grants and assistance for all new community assistance projects and services to
assure the availability of sufficient Federal
grant funds to meet the needs of new
communities.
(d) Nonprofit organizations should be
made ellgible for regular and supplementary
grants for new community assistance projects and services--just as they are now
eligible for such grants under the Hili-Burton program concerning hospital and health
servIces.
(e) The Bureau of Publlc Roads should be
authorized to purchase excess land beyond
the amount needed for the roads themselves.
This would include land SUitable for residential development which the Bureau
should make available to rehouse displaced
families. At large road interchanges, the
Bureau should be authorized to acquire additional land for the development of new communities which can meet the needs of our
growing population, includIng displaced
families. Such land can generally be acqUired
by the Bureau at low cost at the time that
land is being acqulred for new road systems.
5. Recommendations
Action.

jor

Administrative

(a) In view of the critical need for this
program to help take care of population increases, relieve city congestion and provide
bUilding sites, NHC urges HOD (i) to utilize
and effectuate fully the Urban Growth and
New Community Development Act of 1970;
(li) to act promptly on guaranties required
by developers to enable them to get financing
for these new communities-including new
towns in town-which are urgently needed;
and (ill) to establish a sufficient earmarking
of HOD grant funds to provIde for new community assistance projects and services.
(b) To achieve the objectives of the new
communities legislation, full coordInatIon is
required between HUD-and all of its participating constituents-and all of the other
Departments of the Federal Government who
participate in grant and other assistance programs; also between the Federal Government
and local governments. Each must elIectively
use all of its powers and available funds in
doing. its share of the total job. NHC recommends PresidentIal action and direction to
assure that all participating Departments of
the Federal Government fulfill their responsibilities under theIr programs, including (I)
effective coordination and cooperation between them, and (il) priority in handling
of applications and earmarking of sufficient
funds for grants and assistance from the
various Federal Departments to public and
nonprofit agencies engaged in undertaking
new community assistance projects and services.
CHAPTER Y. ADEQUATE SITES FOR EXPANDED
HOUSING PROGRAM

I. Summary oj existing legislation

1. Objectives. One of the most serious impediments to achieving our housing goals is
the lack of adequate bUilding sites at reasC'nable prices. It will be impossible to provide the necessary additional supply of housing unless suitable improved sItes are available, which include all of the public services
and facilities necessary for a suitable living
environment. There is a special and critical
problem relating to the availability of improved land for low and moderate income
hcusing; such housing is least able to compete for land because it cannot pay as high a
price. In addition, restrictive zoning and
other practices have precluded many suitable building sites from being utllized to
house these income groups. To meet these
problems and faciUtate achievement of the
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necessary expansion of total housing production on a well-planned basis, the National
I-Iousing Conference recommends the legislative and administrative measures described
below.
2. Authorizations in Existing Legislation.

The following is a summary of some of the
major proVisions in existing legislation which
can effectively be utilized to make improved
land available for expanded housing production, particularly for those of low and moderate incomes:
(a) The urban renewal legislation authorizes the acquisition of land and its disposition, with appropriate write-downs based
on the planned use of the land. The legislation recognizes the special needs for re~
housing familles who are displaced and those
of low and moderate incomes. The urban renewallaws are important tools which can be
used to help prOVide an adequate supply of
in,proved building sites at reasonable prices
for housing, with emphasis on meeting the
needs of persons of low and moderate incomes. (Bee paragraph 4(g) of Chapter T
for an explanation of the provision in the
1969 HOUSing Act requiring a "one for one"
replacement of housing demolished within
the jurisdiction of the Urban Renewal Agency.)
(b) The 1968 and 1970 Housing Acts authorize programs for new communities and
urban growth-as described in the preceding
chapter-which should produce improved
bUilding sites for homes and apartments in
carefully planned communities, including
all necessary pUblic and community facilities. The law requires that low and moderate
income housing be included in these new
tov.ns as a prerequisite for supplemental
grants to public agencies in prOViding water,
sewer and other public facUlties and services.
(c) Under existing law, federal grants are
available to public agencies for water and
sewer faclllties, neighborhood faclllties, open
space and programs for advance acqUisItions
of land as described below. When adequately
funded-as recommended elsewhere in this
report-this legislation should enable public
agencies to provide the water, sewer and other
public facllities required for the improvement of land, so that it will become suitable
and available for residential construction.
3. Amendments in Housing and Urban Development Act of 1969.
Sale of Land for Housing. It permits real

property which is surplus within the meaning of the Federal Property and Administrative Services Act to be transferred to the
Secretary of Housing and Urb.an Development at his request for sale or lease by him
at its fair value for use in the provision of
rental or cooperative housing to be occupied
by famllles or individuals of low or moderate
income. SurplUS real p:ooperty can be soid
on such terms by the Secretary if it is sold
to (1) a public body which wlll use the
property in connection with the development of a low-rent housIng project assisted
under the United States Housing Act of 1937,
or under a state or local program found by
the Secretary to have the same general purposes as the federal program under such
act, or (2) a purchaser who will use the property in connection with the development of
(i) rent supplement units, (li) helowmarket-interest-rate moderate income hOUSing or (ill) rental housing on behalf of which
interest reduction payments are made under
Section 236 of the National Housing Act.
Prior to any sale or lease to a purch..'lSer
other than a public body the Secretary must
notify the governing body of the locality
where the property is located and no sale or
lease may be made if, within 90 days, the
local governing body forrrully notifies the
Secretary that it objects to the proposed
sale or lease.
As a condition to any sale or lease of
surplus real property, the Secretary of Housing and Urban Development is required to

obtain such undertakings as he may consider appropriate to assure that the property
wlll be used in the provision of rental or
cooperative housing to be occupied by famllles or individuals of low or moderate income for a period of not less than 40 years.
If during such period the property is used
for any purpose other than the purpose for
which it was sold or leased, it will revert to
the United States (or, in the case of leased
property, the lease wll! terminate) unless
the Secretary, after the expiration of the
first twenty years of such period, has approved the use of the property for such other
purpose. The Secretary must notify the Senate and House Committees on Banking and
Currency whenever any surplUS real property
w sold or leased pursuant to this section.
4. Disposition Of Surplus Land for Low
and Moderate Income Housing and Related
Facilities. The 1970 Act amends Section 414

of the Housing and Urban Development Act
of 1969 to authorize tbe Administrator of
General Services to dispose of Federal surplus land to the Secretary of HUD for the
construction of low and moderate income
sales housing and related publlc commercial and industrial facilities. E:;isting law
authorizes such disposal only for low and
moderate income rental or cooperative housing.
II. Recommendations

1. NHC recommends full funding and full
use of all of the authorizations in existing
legislation for the purpose of assuring that
there will be an adequate supply of improved bUilding sites available at reaSOllable prices to meet our housing goals, with
special emphasis on the needs for such land
at prices which would permit its use for
housing persons of low and moderate incomes. The amount of the appropriations
and authorizations for these programs (including urban renewal) should be increased
commensurate with the tremendous need to
increase the supply of improved bUilding sites
to enable the contemplated expansion of
housing production.
2. NHC recommends necessary increases in
the authorizations and appropriations for all
the programs which provide Federal assistance for public services and facilities in the
new areas where improved land is to be made
available for housing inclUding: water and
sewer systems; neighborhood facilities;
open space; the new communities program:
mass transportation; health, education and
welfare.
3. The additional improved bl.'ilding sites
shouid be made available both within the
cities and outside of the cities. We must
make available fcr housing development extensive areas of vacant iand or other sites
which do not involve substantial residential
displacement; such land must be provided
with necessary public and community facilities and services. Existing legislation
should be amended to the extent necessary
to enable the write-down of improved sites
in such new areas of vacant land so the improved land will be at 'a price which enables
its use for housing, particularly for those
of low and moderate incomes.
4. To help provide the measures necessarv
to accomplish the foregoing objectives, NHC
supports and urges the passages of S. 609, the
"Urban Planning and Housing Assistance
Act of 1971," introduced by Senator Javits.
This bill contains the folloWing provisions
to encourage improved land utilization and
expanded housing programs:
(a) It would deny assistance under programs of the Department of Housing and
Urban Development to cities which employ
restricth'e land use practices to exclude publicly-assisted housing for low and moderate
income families.
(b) It would provide 50 percent grants to
pay for local services, such as transportation
or water and sewers, Which would be' af-
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fected by more intensiye land utilization
and expanded housing.
5. To help provide sites for low and moderate income housing, N'HC believes that
nonprofit and profit-motivated sponsors need
assistance from the Federal Government to
overcome locai restrictive zoning and other
discriminatory practices which exclude Federally assisted housing. We strongly recommend the legislation described in paragraph
3 (0) of Chapter B.
6. Federal grants should be made to 'muniCipalities ane: public agencies to cover impact
costs of prOViding educational, health and
other services which result from the location
of housing developments in an area. The
Federal grant should cover the additional
costs involved which cannot be met from
collections of full taxes or their eqUivalents
on the project. We recommend payment of
fUll taxes or their eqUivalents on public and
other assisted housing.
CHAPTER z. FUBLIC AND COMMUNITY FACILITIES
INCLUDING WATER, SEWER, NEIGHBORHOOD
FACILITIES AND OPEN-SPACE LAND PROGRAMS

I. summary of existing legislation

1. Need. There is a great and continuing
need for Federal public facilities grants to
assist in overcoming serious backlogs in replacing substandard or obsolete facilitiesespecially in the centrai cities-and eliminating water pollution and meeting the unprecedented demands for additional facilities
and services generated by population expansion. These needs cut across whole metropolitan areas and involve central cities, new
suburbs and the new communities stlll to
come, This essential expansion in Federal aid
could be a potent infiuence in resolving the
present chaotic conditions created by the
multipllcity of local governmental jurisdictions in most metropolitan areas. This mUltipllcity has led to suburban sprawl, land misuse, land speCUlation, and frequent failure of
an effective tool for the control of new developments. Such a program could provide
metropolitan area and regional planning as
impcrtant leverage to establish coordinated
lccal governmental approaches to control
programs of area and region-wide significance. At tile same time it could foster decentralization of local governmental functions
of strictly local appllcation.
2. Authorizations in 1968 and 1969 Housing Acts.

(a) The 1968 Act authorized funds to be
appropriated for water and sewer faclllties
and the open-space land program. For water
and sewer facilities an additional $150 milllon
was authorized for fiscal year 1969 and $115
million :for fiscal 1970. For the open-space
land program, the 1968 Act authorized to be
appropriated for the purpose of making
grar"ts an additional $150 mlllion (for a
total celllng of $460 million) prior to july I,
1970. The llmit on the amount of funds the
Secretary of HUD is authorized to use for
grants for technical assistance on open space
was raised by $75,000. The Act provided that
any appropriations made for water and sewer
faciilties, neighborhood facillties, and advance acqUisitions of land programs not already appropriated my be appropriated for
fiscal 1970. The Act extended the interim
planning reqUirements under the basic water
and sewer facilities grant program to October 1, 1969.
(b)The 1969 Act authorized funds for
Open Space, Urban Beautification, and Historic Preservation Grants. Section 702(b) of
the Housing Act of 1961 was amended to extend the availablllty of approximately $84
mUllon in unused authorization for open
space, urban beautification,
and historic
preservation programs through the fiscal
year 1971. Prior to this amendment the authorization woUid have expired at the end of
fiscal year 1970.
(0) The 1969 Act authorized funds for
Community Facilities Grants. Bection 702(0)
cf the Housing and Urban Development Act

CONGRESSIONAL RECORD -SENATE
of 1965 was amended to extend for one year
(until OCtober I, 1970) the time within
which a community may qualify for a basic
water and sewer fac1l1ties grant even though
its program for an area-wide system (though
under preparation) has not been completed.
(d) The 1969 Act amends Section 708(b)
of the 1965 Act to authorize appropriations
for grants for basic water and sewer facilities
neighborhood facilities, and advance acquisition of land through the fiscal year 1971.
Prior to this amendment, these appropriations were authorized to be made only
through fiscal year 1970.
(e) The 1969 Act amends Section 708(0.)
of the 1965 Act to authorize the appropriations of an additional $100 million for basic
water and sewer grants for fiscal year 1971.
3. Authorizations in Appropriation Acts.

For fiscal year 1969 there was an appropriation of $165 million for water and sewer
grants, an appropriation of $75 mllJion for
open-space land grants, and an appropriation of $35 million for neighborhood facilities grants. For fiscal year 1970, there was an
appropriation of $135 million for water and
sewer-plus $15 mlllion carryover-$75 million for open space and $40 million for neighborhood facilities. The following was appropriated for fiscal year 1971: $350 mllJion for
water and sewer facilities grants, $75 mlllion
for open space land programs and $40 million
for neighborhood facilities grants. For fiscal
year 1972, the following was appropriated:
$500 million for water and sewer facilities
grants, $100 million for open space land programs ($75% grants allowed for Section 706)
and $40 million for neighborll00d facUlties
grants.
4. Amendments in the Housing and Urban
Development Act 0/ 1970.
Oonsolidation of Open-Space Land Programs-The 1970 Law amends title VII of the

Housing Act of 1961 (grants for open-space
land, urban beautification and historic
preservation) to authorize a single program
of grants for (1) acquisition of title to, or
other interests In, open-space land in urban
areas, and (2) the development of open-space
or other land in urban areas for open-space
uses (Including historic preservation).
5. Other 1970 Legislation. In addition to
the regUlar water and sewer appropriation,
Congress passed a $1 billion authorization for
basic water and sewer facilities. When President Nixon signed the bill, he commented
that he would not spend the money If It were
appropriated. To this date there has been no
appropriation.
6. Legacy 0/ Parks Program. In September,
1971, HUD issued guidelines for the "legacy
of parks" program. This plan prOVides for
matching grants to local public agencies for
up to 50% of the cost of land acquisition,
land development, environmental improvements and the preservation of historic sites.
Additional grants for up to 75% of the cost
of acquiring land is available for parks to be
used In urban areas.
11. Recommendations

1. Urgent Need to Oontinue Water and
Sewer Grant Program. In his Budget Message
for fiscal 1973, the President has requested an
appropriation of $200 million for water and
sewer facilities. Senator Sparkman's Bill,
S. 3248 (as reported by the Senate Committee
on Banking, Housing and Urban Affairs),
provides for community development assistance which would combine several categorical
assistance programs-including water and
sewer grants-Into one block grant prograrn.
Chapter F, Part 3 contains a description of
the proposed program.
For the reasons set forth elsewhere in these
Resolutions we recommend that a separate
water and sewer grant fund be maintained for
use by local governmental units not wishing
to undertake fUll community development
programs.
There should also be advance appropriations for each succeeding fiscal year, be-

sides the current one, to give public agencies more lead time for their planning and
development of these community development assistance programs, including sewers
and water facUities. When the additional
legislative authorization recommended below Is made-if the water and sewer and
public facility assistance continue as separate categorical grant programs-we recommend an increase in the rate of appropriations to $2 billion annually for water and
sewer grants, and for other public and commanity facilities as described below.
2. Increase in Legislative Authorization.

NHC recommends a 5-year authorization of
$2 billion annually for grants to local governments for basic water and sewer facilities and otber types of public Improvements
and community facilities. Of the $2 bi1l10n,
$250 million should be made available annually for the open space land program. The
public Improvements and community facilities should include those authorized by
the 1965 Act such as neighborhood and public facilities, particularly in slum and ghetto
areas. It should also include the acquisition
of land to provide parks and recreational
facilities In urban areas, so that they are
closely accessible to the people who need
them most.
3. Other Legislative Amendments.

(a) As recommended In these Resolutions
on other comparable programs, Federal grants
to both smaller and larger cities for public
and community facilities should be increased
to 90'k. Participating communities should
have the option to provide the 10% local
share in public improvernents or other noncash credits as well as In cash. For neighborhood centers, parll$ and recreational facilities
In slum and ghetto areas, the Federal grant
should be 100%. Moreover, there should be
annual Federal grants to provide for the
staff and operating expenses of such faCIlities. The neighborhood faci1itles centers in
such areas should be permitted to include
swimming pools--either indoor or outdoorand gymnasiums.
(b) We believe that the foregoing grants
should be generally restricted to communities that are simultaneously providing adequate housing for low and moderate income
families, where the need for such housing
eXists.
CHAPTER AA. FEDERAL PROGRAM FOR PLANNING
AND MANAGE1\!IENT ASSISTANCE TO STATES, TO
AREAWIDE AGENCIES AND TO LOCALITIES

I. Summary 0/ existing legislation
1. Need. With increased concentration of

popUlation in and around metropolitan areas,
there is an urgent need for a coordinated
development of resources and services for
urban and rural areas and a need to facilitate comprehensive planning for these areas.
Because of the problem of multiplicity of
politiCal jurisdictions and agencies Involved
with this planning, and because of the inadequacy of the operational and administrative arrangements available for cooperation
among them, NHC believes that Federal programs are badly needed to achieve the additional participation and cooperation from
the states and localities. The 1968 Housing
Act contains the following provisions to meet
this need:
(a) The Section 701 planning assistance
grant program is extensively reVised. The
Secretary of HUD is now authorized to make
comprehensive planning grants to State
planning agencies for assistance to "district"
planning agencies for any nonmetropolltan
areas. Consultation with the Secretary of
Agriculture is reqUired prior to approval of
any dlsttct planning grants The Secretary
of AgriCUlture and, when appropriate. the
Secretary of Commerce, may provide technical assistance in connection with the establishment of districts and the carrying
out of planning by them
(b) Other new provisions authorize direct
planning grants to Indian tribal planning

councils
Indian re~;erval~io:ns: to
councils of government as well as those organized on a metropolitan basis; to regional
commissions and economic development districts established under the Public Works
and Economic Development Act of 1965; to
cities, Without regard to population, within
metropolitan areas for planning which is part
of metropolitan planning; and to official Government planning agencies for areas where
rapid urbanization is expected as a result of
a new community development assisted under Title IV of the Act. The Secretary is reqUired to consult with the Secretary of Commerce before making any planning grant
which Includes any part cf an economic development district.
(c) The definition of comprehensive planning is broadened to include planning for
the provision of governmental services and
for the development and utUization of human and natural resources. The incl uslon of
a housing element is required as part of the
preparation of comprehensive land use plalls.
The use of private consUltants, where their
professional services are deemed appropriate
by the assisted governments, Is added to the
stated purposes of the program.
2. Authorizations in the 1968 and 1969
Housing Acts.
(a) Oomprehensive Planning. The Act In-

creased the amounts authorized to be appropriated for the purposes of comprehensive
planning by $35 million making a total not
to exceed $265 million prior to July I, 1969
and authorized to be appropriated an additional $125 million for a total not to exceed
$390 mUlion prior to July 1, 1970. Of the
amount available prior to JUly 1, 1969, $20
million may be used only for district planning grants and that amount shall be Increased by $10 million on July I, 1969. All
amounts appropriated must remain available
until expended except that any funds so appropriated, not to exceed an aggregate of $10
million plus 5 percentum of the funds so
appropriated, may .be used by the Secretary
for studies and research in comprehensive
planning.
(b) Planned Area-Wide Development. Supplementary grants (designed to encoumge
areawide planning) are authorized for Federally-assisted projects in all multljurisdictional areas (not just metropolitan areas as
previously prOVided) such as the rural planning districts proposed to be assisted with
comprehensive planning grants under the
comprehensive planning prOVisions of the
law. Unused authorizations for appropriations for supplementary grants for fiscal year
1967 and 1968 are made available through
fiscal year 1970.
(c) The 1969 Housing Act amends Sec.
701(0.) of the 1954 Housing Act to extend
avallab111ty of apprOXimately $100 million
in unused authorization for comprehensive
planning grants through the fiscal year 1971.
Under eXisting law this authorization will
expire at the end of the fiscal year 1970.
3. Amendments in HOllsing and Urban Development Act Of 1970. The 1970 Act amends
Section 701 (b) of the Housing Act of 1954
to extend for 1 year (through fiscal year 1972)
authority to appropriate unused authorizations for comprehensive planning grants. The
Act also authorizes an additional $30 million for comprehensive planning grants to
be appropriated prior to JUly I, 1972.
4. Authori;mtions in Appropriation Acts.

The Budget authorizations or requests for
Comprehensive Planning Grants were $50
million for fiscal 1971, $100 million for fiscal
1972 a·nd $100 million for fiscal 1973.
II. Recommendations
Additional Authorization in Appropriation
Acts. NHC urges that full amounts be 11p-

propriated for supplemental grants for the
orderly growth of our urban areas. These
are needed to achieve more effective coordinated nletropolltan area planning and program development. In addition, NHC urges

April 6, 1972

CONGRESSIONAL RECORD - SENATE

that the amounts authorized for a program
of area-wide incentive grants be appropriated.
President's New Planning and Management
Program. In his Message on March 5. 1971.

dealing with special revenue sharing on
urban community development. the Presi·dent recommended federal grants for a new
Planning and Management Program. We
quote from his Message:
"To strengthen State and local capacities
even further, I am presenting a second proposal today. one that would do a great deal
to help all of our revenue sharing proposals
work even better. I am asking the Congress
to authorize a new program of Planning and
Management Assistance to States. to areawide agencies and to localities. Under this
program. $100 mUllan would be available for
these purposes.
"The new program would involve more
money, and would provide recipient governments with broader and more flexible support
for bUlldlng up their capacity to govern effectively. . . • It will place new emphasis on
the creation of a comprehensive management
process. one that ties together planning and
action, not just in the community development field, but in flelds such as transportation, education, law enforcement and all
-other fields of local and areawide governmental endeavor. . . ."
Untll we know more about the proposed
operation and specifics of this new program,
NHC is not able to take a position on it.
However. we are favorably disposed to it: (i)
if it will result in an increase in the total
amount of aid available to States, area-wide
agencies and localities for the important
purposes contemplated by the program; (Ii)
if the new program will not adversely affect
any present programs; and (Iil) if there is
no interruption or withholding of funds for
present programs during the transitional
period untll the new program is enacted and
becomes fully operational.
NHC emphasizes the importance of continuing the requirement for a housing element in the Section 701 program. This is
important If we are to make adequate sites
available for a well balanced housing program.
III. Provisions on Oomprehensive Planning
and Related Programs in Ohapter IVaI S.
3248 and NRO Recommendations

The Senate Committee Report explains the
provisions on Comprehensive Planning as
follows:
Comprehensive Planning
The bill expands the purposes of the comprehensive planning program to include assistance to state and local governments and
regional combinations thereof for implementing plans and for Increasing the policyplanning-evaluation capacity of the Chief
executive as well as for engaging in a comprehensive planning process.
The section of the bill also amends Section
701 (a) of the Housing Act of 1954 by simplifying and consolidating the eligible recipients categories. Eligible recipients would
fall into six categories instead of the present 11. The four basic primary categories
are: states for distribution to small communities and counties, states for their own
use, municipalities over 50,000, and areawide
organizations. The other two secondary categories-Indian tribes and other governmental units or agencies having special
planning needs-inclUde other eligible recipients previously listed in subsection (a).
The Committee does not expect these last
two categories to receive more than a small
share of total grants.
The consolidation and simplification of
eligible recipients aiso involved some substantive changes. At the present time, municipalities over 50.000 may receive funds
only for planning which is part of metropolitan planning. The Committee wishes to
retain. and, indeed, strengthen planning on

a metropolitan-wide basis and it has taken
several actions to accomplish those objectives. However. It believes that cities should
not be prevented from using 701 funds to engage in their own local comprehensive planning and to help implement those plans.
Grants, in the case of both municipalities
and states. will be made to general purpose
units of government rather than directly to
planning agencies. The recipient may, of
course, allocate a portion or all of its funds,
as it sees fit, to planning agencies, in order
to carry out the recipient's activities.
The present law also specifies metropolitan. regional, and district planning agencies as eligible recipients for comprehensive
planning funds. Section 401 (a) specifies that
the eligible recipient within a metropolitan
area, region or district shall be the A-95
metropolitan clearinghouse (as specified by
Section 204 of the Demonstration Cities and
Metropolitan Development Act of 1966 and
Section 401 of the Intergovernmental Cooperation Act of 1968) for that area.
The Committee sees no reason for the federal government to encourage several competing organizations undertaking planning
within the same geographical area. However.
separate authority for Councils of Governments in Section 701 (g) is retained, so that
even where COGs are not A-95 agencies, they
will nonetheless still be eligible for funding.
The emphasis on COGs-areawide bodies
whose members are composed of elected officials, or their representatives, of jurisdictions
within the area-is consistent with the
C,)Jumlttee's desire to foster a planning system around elected officials at all levels of
government.
Finally this sectien retains language mandating the Secretary to encourage co-operation among the various units of government
in preparing and carrying out plans and adds
a provision to ensure that local, areawide and
state plans and activities are consistent with
one another.
In addition this section changes the present federal matching grant from 66% per
centum (or 75 per centum in certain specified cases) to 80 per centum for all recipients. The Committee raised the Federal share
in order to emphasize the degree of federal
interest In encouraging comprehensive planning. However. it resisted efforts to increase
the federal share to 100 per centum because
It felt serious planning requires a strong
commitment by the recipient, inclUding a
willingness to invest some of the recipient's
own funds.
The section also extends the program by
making available authorizations of $150 million for FY 1973 and $200 million for FY 1974.
The increased authorization will be necessary
to meet, in an orderly fashion, the expected
increase in program applications reSUlting
from the expansion of eligible activities provided for In this bill.
The Committee also mandated a specific
set-aside for areawide agencies. The set-aside
equals 30 per cent of the first $125,000,000
appropriated annually and 25 per cent of
any funds appropriated annually in excess of
$125,000,000. The Committee felt the setaside was necessary because areawides, unlike
other primary recipients, ha"e no independent funcl-ralsing c~.pabmty. Furthermore, despite the emphasis on areawicle planning in
present legislation (an emphasis which is
retained), funding for areaWide has fallen
as a percent of total grants, e"en though the
number of areawides receiving funds has
greatly increased. In fact, the average 701
grant fer an areawide has actually clecreesed
from 872,843 in 1970 to $70,731 in 1972. at the
same time the average grants to state for
state planning has increased from $185,417
in 1970 to the $430,000 in 1972.
Tllis Section also clari5es and expancls the
list of eligible activities a recipient may undertake. Eligible activities would include, in
addition to comprehensive planning, activities necessary to develop and improve the
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management capability directly necessary to
implement comprehensiYe planning and activities necessary to develop a policy-planning-evaluation capacity.
By policy-planning-evaluation capacity.
the Committee has in mind the development
on the part of a recipient of the analytical
ability more rationally to identify its problems and needs, set long term policy goals and
short term polley objectives for meeting its
needs, devise programs and activities to meet
those policy goals and objectives, and evaluate its progress towards meeting these goals
and objectives.
The two new activities would allow recipients to spend 701 funds, for example, to
undertake studies to identify problems In
one or more policy areas, to strengthen their
bUdgeting systems, to improve their abllity to
gather, process and analyze data necessary
for rational decisionmaking, to devise programs and to reorganize governmental structures. and to strengthen the capacity of the
recipient to analyze the impact of its programs in meeting its policy objectives. The
Committee particularly wishes to stress the
importance of increased efforts at self-evaluation. The 701 funds would not be available, however, for direct program administration.
In order to prevent possible abuses of 701
funds. the Committee added a provision
specifying that activities assisted under 701
grants shall be carried out by professionally
competent persons. However. the term professionally competent should not be interpreted in a narrow sense-i.e., it is not the
Committee's intention to view a formal professional degree as a necessary precondition
for professional competence. Rather the term
implies persons should have an appropriately
related background or experience.
Section 401 (b) also changes the required
activities, aU reCipients must undertake. Under present law. all recipients must prepare
a housing element as part of a comprehensive land use plan. Section 401 (b) requires
all recipients to carry out an ongoing comprehensive planning process which shall Include, as a minimum. a housing element, a
land use element, and a five-year capital programing element. The five year capital programing element is added as a required element because the Committee feels that rational planning for urban growth must include major capital investments such as highways, transit lines, and sewers, whose placement will determine the future shape of urbanization.
The Secretary is mandated to make no
grants to recipients which, three years after
enactment of Section 401 (b) are not engaged
in comprehensive planning which includes
at leust tile three required elements. The
secondary recipients and municipalities under 50,000 as well as counties under 50,000
are exempt from this provision.
The Committee wishes to emphasize that
It conceives of comprehensive planning as a
continuing process in which goals, objectives,
and activities change over time. Nonetheless,
at any point in time, the present status of
comprehensive plannlng (including long term
goals and short term objectives, activities
being undertalwn to accomplish goals and
objectives, and an evaluation of previous efforts) should be able to be set forth in concise written form. In short, the mere statement that a recipient is engaging in comprehensive planning in the three reqUired
areas shall not. In itself, SUffice as satisfactory
evidence that the reqUired planning elements
are being carried out.
This section also enjoins the Secretary
from making grants to applicants which have
not made a good faith effort to implement
their comprehensive plan. The Committee
has no desire to encourage planning as an
academic exercise or to subsidize the production of "paper plans" which merely sit on
library shelves. It recognizes that planning
must be flexible and goals and objectives will
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change over time. It also recognizes that
structural, political, or other obstacles may
prevent plans from being successfully implemented. But at the same time, it expects
recipIents to utillze planning as guidance
for public action. Indeed, the prime rationale
for extending the provisions of the 701 legislation to cover management and policyplanning activities is to increase the abillty
of a recipient to implement its comprehensive planning and its likelihood of doing so.
The bill also amends Section 204 of the
Demonstration Cities and Metropolitan Development Act of 1966 by adding comprehensive planning and community development
activities undertaken pursuant to Title II of
this bill, to the list of activities for which
Federal grant applications must be submitted
to an areawide agency for review. If state law
permits, the areawide agency must be predominantly-rather than "to the greatest extent practica.ble" as the present law provid~mposed of or responsible to the
elected officIals of the jurisdictions for wWch
the agency is authorized to engage in planning. Predominantly means, at a minimum,
a majority, but the Committee wishes to
make known its desire that if possible, a
much greater portion of the areawide
agency's membership be composed of or responsible to the elected officials of these
jurisdictions.
The Committee wishes to emphasize that
Section 204 remains the operative legislative
provision with respect to the A-95 review in
metropolitan areas. The Committee is concerned that wme federal agencies and departments may not be fully discharging their
responsib11lties under Section 204 and particularly the requirement that applications
not be approved uniess the provisions of
Section 204 are met by the applicant. Section 204 includes a provision that, if the application is accompanied by comments from
the areawide agency rather than by certification that the areawide agency has made no
comments, the comments "shall include information concerning the extent to which
the project is consistent with comprehensive
planning developed or in the process of development for the metropolitan area ..." In
order to ensure that legislative requirements
such as tl11s are being carried out and to
evaluate the impact of these requirements,
Section 402 (b) requires each federal agency
administering program pursuant to the provisions of Section 204 and Section 401 of the
Intergovernmental Co-operation Act of 1968
to submit a report to Congress by July I,
1973 on the manner in which they are implementing OMB circular A-95 (Which sets
forth rules and regulations for implementing
the provisions of Section 204 and section 401
of the Intergovernmental cooperation Act).
NRC supports the foregoing provisions of
the Senate Enacted Bill which carry out
many NRC recommendations.
Training and Fellowship Program
The b111 also amends Title VIII of the
Housing and Urban Development Act of 1964
(training and fellowship programs) by providing the Secretary with the authority to
make grants to or contracts with higher education institutions to assist them in planning, developing, strengthening, and improving programs in courses of study for which
the Secretary has the authority to provide
fellowships.
NRC supports the provision of the Senate
Enacted Bill, except that NRC recommends
an amendment to authorlze the grants to
other training institutes of a nonprofit character which are approved by the Secretary.
CHAPTER BB. URBAN MASS TRANSPORTATION

I. Summary of Existing Legislation
1. Objective. There is an urgent need to

modernize, expand and reorganize the urban
transportation systems. Adequate Federal
grants are necessary to achieve this objective.
2. Authorizations in the 1968 and 1969
Housing Acts.

need for
incrrEe~;as~~in~~g~o~~~i':;~~~.~
tion's
public
t
providing necessary
permit local communities to plan and implement the mix of transportation services
most responsive to their own goals and to
orderly community growth and development.
The 1970 Rousing and Urban Development
Act, as reported by the Committee and passed
by the Senate, contained a provision for operating assistance for urban mass transportation. A similar provision was not contained in
the House Bill and the House-Senate Confer';
ence deleted the provision. A substitute provision calling for the Department of Transportation to conduct a stUdy of the feasibility
of operating subsidies and to report back to
3. Authorizations in Appropriation Acts. the Congress within a year was inserted in
For the fiscal years 1969 and 1970 there were place of the initial operating assistance proappropriations of $175 mllllon each year. Of gram.
the total amount in legislative authorizations
The Department of Transportation subfor mass transit grants, $70 million has not mitted its stUdy of the "Feasiblllty of Federal
been appropriated. Section 5 of the 1964 Assistance for Urban Mass Transportation"
Act is amended to extend until July I, 1971, in November 1971. The report contains exthe interim program there authorlzed of 50 tensive documentation of the critical state of
percent grants for mass transportation fa- the transit industry; detailed review of State
cilities and equipment in urban areas not and local actions to aid transit operations;
yet able to meet full area-Wide comprehen- and an Administration proposal for addisive planning and programing requirements. tional study and consideration of the operThese emergency grants are in place of the ating subsidy issue.
two-thirds federal grants available when all
The Committee rejected the Arministracomprehensive planning requirements are tion's suggestion for further study. Accordmet.
ingly, hearings on "Emergency Urban Mass
II. Recommendations
Transit Legislation," were conducted January 31-February 2, 1972.
1. Additional Authorizations in AppropriaWhile the passage of the Urban Mass
tion Acts. NHC recommends an appropriation
of the $70 mllllon authorized by law for mass Transportation Act of 1970 was a significant
transit grants, but not yet appropriated. advance in Federal assistance for mass transWhen the additional legislative authoriza- portation, the Committee had reservations
tion recommended below is made, we urge that a program of capital grants could, by
an increase in the rate of appropriations to itself, alleViate the financial distress of the
$750 million annually for mass transportation transit industry and the increasing number
grants. No funds were requested by RUD for of mUnlcipallties which own and operate
fiscal year 1971 because under an agreement transit systems. Information received by the
between RUD and the Department of Trans- Committee indicated that in the decade from
portation (DOT) , the administration of 1961-1971, the number of municipalities
RUD's residual functions in mass transporta- which were forced to initiate programs of
tion will be transferred to DOT, as wUl un- operating assistance to transit systems increased by nearly 400%. Deficits are curobllgated balances.·
2. Increase in Legislative Authorizations. rently running at the rate of $360 million a
NRC recommends that authorization of ap- year and, as set forth in the following table
propriations for mass transit grants be in- from the Department of Transportation's
creased to $750 mUlion per year for the next November 1971 Report, are nationWide in
five years. The expansion of the program Is effect.
The Committee has been apprised of the
necessary to achieve the housing and urban
development goals recommended in this re- fact that the revenue/expense situation of
mass
transit is likely to deteriorate still furport. We also urge an advance appropriation
for each succeeding fiscal year, besides the ther given present patterns of assistance and
current one, in order to give cities more lead that the general picture of the transit industime for planning their mass transit pro- try will remain one of rising fares, increasing
operating expenses. and declining ridership.
grams.
In the absence of Federal support, States,
Ill. Provisions on urban mass transportation cities and municipalities will continue to be
in chapter VI oj S. 3248 and NHC's recom- forced to CarTy the burden of transit's finanmendations
cial decline. As developed in testimony durThe Senate Committee Report explains ing the 1972 hearings, the 108 systems Which ,
the provisions on Mass Transportation as are currently subsidized will almost certainly
follows:
increase to the point where every large city
transit system will be public owned and heavAssistance for Operating Expenses
Chapter VI of the blll would amend Sec. 3 ily SUbsidized. At the present time 35 cities
of the Urban Mass Transportation Act of 1964 are facing the issue of initiating local subto prevent reduction of essential transporta- sidies for transit operatfons.
On the basis of such evidence. reports and
tion services in the Nation's urban centers by
authorizing assistance to defray operating ex- testimony, it has become evident to the Committee
that increasingly passenger revenues
penses. Grants or loans, requlring at least
one-third local contribution, would be pro- cannot meet the operating expenses; that the
vided to State or local public bodies in order problem is national. in its dimensions; and
to assist any mass transportation system that if mass transit is to perform an essenwhich maintains mass transportation service tial public service, federal support for operin an urban area to pay operating expenses ating expenses is a prerequisite.
Accordingly, the Committee Is recomincurred as a result of providing such service.
Included within the terms of such assistance mending that mass transit legislation be
amended
to authorize grants under Sec. 3
are grants to State and local public bodies
for debt servicing for mass transit invest- of the Urban Mass Transportation Act of
1964 for operating expenses as well as for
ments.
capital costs. The major purpose is to asThe Committee, in reporting Ohapter VI, sist ,in reVitalizing the Nation's mass transspecifically calls attention to t:-:le critical portation systems by allowing States and
localities to determine which systems in their
'Under the proposed Department of Com- jurisdiction are in need of operating assistmunity Development, mass transit would be- ance and, on this basis, to submit to the
come its responsiblllty along with most of Secretary of Transportation a comprehensive
Hun's ftUlctlons: See Chapter F.
mass transportation service improvement

(a) The 1968 Act increased authorized appropriations for grants and other assistance
to urban mass transportation by $190 mlllion
for fiscal year 1970. The amount of funds
Which can be used for research, development,
and demonstration projects was increased by
$6 mUlion, commencing July I, 1968; also the
statutory limit on the funds available for
thls purpose is removed, commencing July I,
1969. The definition of "mass transportation"
was broadened to allow greater fiexibility and
opportunity for appllcation of new concepts
and systems.
(b) The 1969 Act amended Section 4(b) of
the Urban Mass Transportation Act of 1964
to authorize appropriation of $300 mUlion for
fiscal year 1971 for grants under that Act.
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program to improve such service and to place
mass transportation operations on a sound
financial basis.
Section 601 directs the Secretary of Transportation to issue such regulations as he
deems necessary to administer the operating subsidy program in an equitable manner
and to include in the regulations appropriate definitions of (a) operating expenses
and (b) the sources of State or local financial assistance which may be considered in
computing the maximum allowable Federal
grant. It is expected that criteria established
by the Secretary of Transportation for evaluating applications for operating assistance
would be comparable to criteria employed
under the existing capital grant program.
Further, in view of the critical conditions
of the Nation's mass transportation systems
today, the Committee strongly believes that
funds duly authorized and appropriated by
the Congress for the capital grant program
which have been withheld from obligation
in FY 1971 ($200 million) and in FY 1972
($300 mlllion) should be immediately available upon enactment of the blll to assist in
defraying operating expenses of mass transit
systems.
The Committee desires to emphasize that
its action to amend Sec. 3 of the Urban Mass
Transportation Act of 1964 to permit grants
for operating expenses should in no way be
construed as reducing the funds that would
otherwise be authorized for the capital grant
program. There is no intent to make operating subsidy requirements compete with requirements for equipment and faclllties to
the detriment of the existing capital grant
program. Accordingly, during review of the
Administration's request for mass transportation contract authorit,' for fiscal years
1976 and 1977, the Committee proposes to
recommend and appropriate increases in the
total authority and to earmark amounts for
the express purpose of operating subsidy
grants.
Assistance for Capital Expenses
The bill would also amend the Urban Mass
Transportation Act of 1964 by prOViding that
Federal grants for capital assistance shall not
exceed 90% of Sec. 4(a). Also, grants for
technical studies under Section 9 would be
authorized at a level not to exceed 90%.
The Committee feels strongly that funding for mass transit capital fac1l1ties and
equipment at a 90/10 ratio is essential if the
Nation's transit investment is to become an
attractive alternative to highway programs,
which have long been funded on a 90/10
basis for Interstate construction.
Additional Amendments
The blll would provide additional amendments to the Urban Mass Transportation Act
of 1964 including (1) to clarify the term
mass transportation system; and (2) to make
explicit the applicab1l1ty of Sec. 4 (a) to
grants for faciUtles and equipment as distinguished from grants for operating expenses.
Planning Certification for Capital Grants
Testimony was received by the Committee
pertaining to the effect of planning requirements on the administration of the capital
grant program under the Urban Mass Transportation Act of 1964. While no legislative
revision Is recommended, the Committee emphasizes that in devising Section 4(a) of the
1964 Act It was not intended that it be administered In such a manner as to result in
inordinate delay in the provision of Federal
financial assistance to localities for transit
facilities and equipment.
The Committee feels strongly that in
determining whether applications comply
with the Sec. 4(a) comprehensive planning
requirements, it is appropriate for the secretary of Transportation to follow certification procedures comparable to those required
under the Federal aid highway program. The
Committee is aware of initial action on the
part of the Secretary of Transportation to

standardize and streamline the planning
certification process for various related transportation grant programs and commends this
effort. In this connection, the Committee requests the Secretary of Transportation to report to the Committee on the status of
such planning consolidation activities and
associated action to expedite determinations
required under Sec. 4(a) at the earliest practicable date but in no event later than 6
months after the date of enactment of the
bill.
For the purposes of financing grants and
loans under the mass transportation program, an amendment was adopted by the
Senate authorizing an appropriation of $400
million prior to JUly I, 1973, which amount
may be increased to $800 million prior to
July I, 1974.
NHC supports the foregoing provisions of
the Sena,te Enacted Elll which carry out
many NHC recommendations. We are particularly gratified with a program that recognizes the need for operating subsidies for
urban mass transportation; also, the need
to increase Federal grants for capital assistance to a 90 percent ratio similar to that
which is available under the highway program. We continue our recommendations
of additional authorizations and improvements in legislation relating to urban mass
transportation.
CHAPTER cc. RESEARCH, TECHNOLOGY, TRAINING
AND TECHNICAL ASSISTANCE

1. Summary of existing legislation
1. Need for Basic Research and Training.

(a) The housing industry has neither the
organization nor the resources to support
substantial research in the area of housing
technology and research. Existing research
is almost exclusively in the hands of material and large equipment suppliers and reflects the partiCUlar interests of these groups.
It is necessary that federal financial support
be given toward the development of new
systems and overall construction techniques.
The technological advances necessary to reduce housing costs must be accompanied by
more uniform building codes in all areas of
the nation. This will make it more feasible
for developers and manufacturers to produce
housing and materials for a national market.
(b) There is a shortage of trained professional and sub-professional personnel in the
broad field of community development. This
presents a seriOUS problem in achieving effective action programs.
2. Authorizations in 1968 and 1969 Housing
Acts. The 1968 Act recognizes the need for

urban technical assistance, research, and
training and provides assistance in the following areas:
(a) Advances in Technology in Housing
and Urban Development. The Act authorizes

such sums as may be necessary to be appropriated, commencing with fiscal year 1969,
for studies of new and improved techniques
and methods of applying advances in technology to housing construction and rehabilitation, and to urban development. Four-year
contracts are authorized for such studies
rather than two-year contracts as heretofore
authorized.
(b) Housing for Lower Income Families
Through New Technologies. The Act directs

the Secretary of HUD to institute a program
under which qualified public and priva.te organizations will submit plans for the development of housing for lower income families,
using new and advanced technologies, on
Federal land which has been made available
for that purpose or on other SUitable land.
The Secretary is to approve five plans, each
of which shall have a technology and organization With a potential to produce at least
1,000 dwelling units a year. The Secretary is
to seek the construction of that number ot
dwelling units a year over a five-year period
for each of the various types of technologies
proposed in approved plans. Mortgages financing the projects are authorized to be In-
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sured under the FHA experimental housing
program.
(c) Authorization for Urban Information
and Technical Assistance Service Program.

The Act increases the authorization for
grants to states to assist in the provision of
urban information and technical assistance
by $5 million for fiscal year 1969, and by $15
mil110n for fiscal year 1970. Amounts authorized for these grants, but not appropriated,
are authorized to be appropriated for any
succeeding fiscal year commencing prior to
July I, 1970. In the Administration's bUdget
requests for fiscal year 1971, the Urban Information and Technical Assistance programs
were combined with the Comprehensive
Planning Assistance (701) program described
in Chapter Y.
(d) Federal-State Training Programs. The
Act broadens the Federal-State training program to permit grants to states for the training of subprofessional-in addition to professional-persons who will be employed in
the field of housing or community development. The trainees may be trained for employment by private nonprofit organizations
or pUblic organizations which have responsib1lity for housing and community development programs.
(e) 1969 Act Amended Training and Fellowship Programs as fOllows:

Title VIII of the Housing Act of 1964 was
reVised to consolidate, under one authorization, that title's program of fellowships for
city planning and urban studies and the
community development training program.
Specifically, the title:
(1) Consolidates the title by striking the
headings which diVide it into two separate
pa.rts:
(2) Amends Section 801(b) by including,
as a purpose of the cOI1SOlidated title, the
provision of "fellowships tor the graduate
training of professional city planning and
urban and housing technicians and specialists";
(3) Amends Section 810 by striking the
first sentence (which authorizes appropriations for urban fellowships) and substituting
a general authority for the Secretary to proVide such fellowships;
(4) Substitutes for section 802(d), which
authorizes without fiscal year limitations $30
million in appropriations for community development training programs, a new section
numbered 806 authorizing appropriations,
without fiscal year limitation, ot up to $30
million for the consolidated Title VIII program; and
(5) Amends appropriate sections of the
title to strike inapplicable reference to its several "parts" and substitute appropriate reference to the "title" or to the various "sections" thereof.
(f) Extension 0/ Urban In/ormation and
Technical Assistance Services Authorization.

The 1969 Act amended Section 906 of the
Demonstration Cities and Metropolitan Development Act of 1966 to authorize appropriations for grants to help finance programs
of urban information and technical assistance serVices through fiscal year 1971. Prior
to this amendment, appropriations were authorized to be made only through fiscal year
1970.
3. Authorizations for Urban Research. and
Technology in Appropriation Acts. There was
an appropriation of $11 million for fiscal
year 1969 for urban research and technology
and an appropriation of $12 million for the
low income demonstrations program for fiscal year 1969. There was an appropriatIon of
$500,000 for urban fellowships. There was
no appropriation for the urban information
and technical assistance service programs.
For fiscal year 1970, $2.5 million was appropriated for urban fellowships. For fiscal year
1971, $30 m1l1ion was appropriated for urban research and technology; $3.5 m111ion
was appropriated for community development training and urban fellowships. For
fiscal year 1972, $45 mUlion was appropriated
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for urban research and technology; $3.5 tOll110n was appropriated for community .development training and urban fellowships.
4. AdditionaZ Authorizations for Training
and Fellowships in Appropriation Acts. NHC

recommends necessary appropriation authorIzations to carry out all of the authorizations in the laws for training and fellowship programs. In addition, NRC recommends
that $1 mlllion a year be appropriated for
training under a 5-year program; and that
the fellowships be Increased to $2 m1llion
a year under a 5-year program.
5. Amendments in Housing and Urban DeveZopment Act of 1970.

(a) Research and Demonstrations. The 1970
Act authorizes and directs the secretary of
Housing and Urban Development to undertake such programs of research, studies, testIng, and demonstratIon relating to the mission and programs of the Department as he
determines to be necessary and appropriate.
To carry out activities under this section
there would be authorized to be appropriated
such sums as may be necessary. All funds
so appropriated would remain available untU expended unless specifically limited.
(b) General ProVisions-The 1970 Act
brings together under one heading a series
of administrative and other provisions which
are applicable to activities under section 501
as follows:
(1) A new section, whicl1 is !based on section 1010 of the Demonstration Cities and
Metropolitan Development Act of 1966 and
section 417 of the Housing and Urban Development Act of 1969, directs the Secretary, to
the greatest extent feasible, to require the
use of advanced technology under housing
programs administered by him, and to encourage and promote the acceptance and application of such advanced technology by all
segments of the housing industry, communities, and the general public.
(2) A new section is based on section 108
of the Housing and Urban Development Act
of 1968. It provides that in order to encourage
large-scale experimentation in the use of new
technology with a view toward the Ultimate
mass production of housing and related facUities, the Secretary shall, wherever feasible,
conduct programs under section 601 in which
qualified organizations, public and private,
wlll submit plans for development and production of housing and related facUities using such new advances on Federal land where
local bUllding regUlations or variances from
them permit such experimental construction.
(3) A new section is based on provisions in
section 1010 of the Demonstration Cities and
Metropolitan Development Act of 1966 and
section 108 of the Housing and Urban Development Act of 1968. The Secretary would be
authorized, in connection with projects under this title, to acquire and dispose of land
and other property required for the projcct as
he deems necessary.
(4) A new section which 15 based on section
314 of the Housing Act of 1954, section 301 of
the Housing Act of 1943, section 602 cf the
Housing Act of 1956, and section 1011 of the
Demonstration Cities and Metropolltan Development Act of 1966, authorizes the Secret~ry to pay for the cost of writing &nd publishing reports on activities financed under
section 501, and similar activities not so financed which are of signWcant vulue in furthering the purposes of that section.
(5) A new section 15 based on' provisions
in section 301 of the Housing Act of 1948, section 314 of the H~using Act of 1954, section
207 of the Housing Act of 1961, and sections
1010 and 1011 of the Demonstration Cities
and Metropolitan Development Act of 1966.
It authorizes the Secretary to carry out his
functions under section 601 either directly
or by contract or grant.
(6) A Dew section is based aD title III of
the Housing Act of 1948, section 602 of the
Housing Act of 1956 and section 601 of the
Economy Act of 1932 (31 U.S.C. 686). It requires the Secretary to utll1ze facilities of

other Federal departments and agencies,and
to consult With and make recommendations
to such agencies; and authorizes him to enter into working agreements With them.
(7) A new section 15 based on provisions
in section 602 of the Housing Act of 1956
and provides that the Secretary 15 authorized
to obtain information from private and pUblic sources.
(c) Repeal of Existing Research Authorizations. The 1970 law repeals, elfective July I,

1971 (except for contracts, commitments,
reservations, or other obligations entered into
prior to that date) title III of the Housing
Act of 1948, section 314 of the Housing Act
of 1954, section 602 of the Housing Act of
1956, section 207 of the Housing Act of 1961,
section 301 of the Housing and Urban Development Act of 1965, sections 101 and 1011
of the DemonstratIon Cities and MetropOlitan Development Act of 1966, and subsection
1714(b) of the Housing and Urban Development Act of 1968.
6. Recommendations on
Technological Development.

Research

and

(a) NRC supports an increase of $75 mllHan in the appropriatIon for research and
development over the $45 mlllion contained
in the Appropriation Act for fiscal year 1972.
(b) NHC supports legislation authorizing
FHA insurance of the cost of plant production 'facilities for approved industrialized
housing systems. This can be done through
all amendment of the experimental housing
prOVisions under Section 233 of the National
Housing Act.
(c) NHC recommends administrative action or legislation, if necessary, to permitin the case of FHA-insured rental or cooperative projects involving use of factary-produced components-the making of progress
payments by the developer to the housing
manufacturers based upon certified invoices
of receipts and expenditures for materials
alld labor by the manufacturer, such progress
payments to be covered by the FHA insurance o'f construction advances to the developer.
(d) NHC deplores the !IUD reductions in
training and intern programs as part of its
staff reduction program. These programs are
Vitally important to develop the additional
trained personnel required and they afford
an opportunity for greater minority participation in housing and urban devplopment
programs.
CHAPTER DD. OPERATION BREAKTHROUGH

1. Summary of existing legislation

1. About two years ago, Secretary Romney
initiated the Operation Breakthrough Program. It Is designed to achieve advances
in design and planning of housing and to
use modern techniques of production, marketing and management. Its purpose is to
increase greatly the supply of quality housing, particularly for those of tow and
moderate incomes.
2. To initiate Operation Breakthrough,
HUD solicito;d requests for proposals for
several types of contracts: Type A for design, testing and evaluation, and prototype
construction of complete housing systems
which can lead to volume production. The
program is planned in three phases: Phase
I, Design and Planning; Phase II, Prototype
Construction, and Phase III, Volame Production. HUD has made awards to 22
bidders for Type A contracts.
3. Type B contracts were soHcit'3d for research, development and design of innovative concepts for any individual or group
of primary elements of building systems,
materials and techniques, land use concepts and business considerations-l1~clud
ing legal, financing, processing and management techniques,
4. HUD sought and has awarded contracts
for eight prototype sites (from 5 to 30 acres
each) to be brought under Government
co:,trol and used to erect and display the
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p;ototypes~hichHlJr)S~I~~~Ftiri1)l~tends
that the sites will be an e1fective marketing
device to spur demand· for projects using
the prototype dwelllngs.
5. Volume production is to be achieved
With the aid of one or more of the HUD
programs, including Sections 235 and 236.
HUD intends to give priority in allocation
of funds-under Sections 235, 236 and other
programs-to projects using the prototype
dweIIlngs.
6. The 1969 Housing Act amended Section
1010(80) of the Demonstration Cities and
Metropolitan Development Act to direct the
Secretary of Housing and Urban Development to assure-to the extent feasible, in
connection with the construction, maJor
rehabilitation, or maintenance of any housing assisted under that section-that tilere
is no restraint by contract, bUilding codes,
zoning ordinances or practice against the
employment of new or improved teChnologies, techniques, materials, and methods
or of preassembled products which may reduce the cost or improve the quatlty of such
construction, rehabilitation, and maintenance. The puriJose is to stimUlate expanded
production of housing under such programs,
except where the foregoing restraints are
necessary to insure safe and llealthful
working and living conditions.

11. Recommendations
1. NHC favors Operation Breakthrough

and the programs of technological development in housing with their objectives to add
to the production resources necessary for the
achievement of our housing goals also, to
help offset the inflationary rise In housing
costs. Infiationary increases in honsing and
financing costs have adversely affected the
consumer and made it impo:'sible for many
people Who need homes to get them at prices
or rents which they can afford.
2. NHC has 801 ways urged the prompt and
full use of all funds authorized by the Congress for housing production rather than
withholding funds for uses that will not
materialize during the ensuing year. Accordingly, NHC urges that HUD take no action at this time which would withhold
funds from use except for specific projects
which Will use Operation Breakthrough
housing that can be promptly delivered and
involves a system which has been approved
by HUD.,
CHAPTER EE. LOAN INSURANCE FOR
MOBILE HOMES

I. Summary of existing legislation
1. Need. During the past few years, there

has been a great increase of interest In
mobile homes as a source of lower cost housing. Sales of mobile homes have increased
substantially, from about 235,000 in 1967,
to over 450,000 units in 1971.
A survey conducted by the Bureau of the
Census for HUD revealed that mobile homes
contribute significantly to housing supply.
However, while the production and sale of
mobile homes have expanded greatly in recent years, so that an estimated six mlllion
people live in about 2,200,000 mobile homes
in the United States, the number and quality of mobile home parks have not kept pace.
There is a great deficiency of suitable mobile
home park spaces, and generally the ones
that exist are improperly desIgned and proVide inadequate community facilities.
2. Amendments in the Housing and Urban
Development Act Of 1969. Section 207 of the

National Housing Act 15 amended to increase
the maximum amount of a mortgage which
may be insured for a mobile home court from
$1,800 to $2,500 per space and from $500,000
to $1,000,000 per project mortgage. The section also redesignates, for greater accuracy,
the mortgage insurance program for "traller courts or parks" as a program for "moblle
home courts or parks."
Title I of the National Housing Act is
amended to authorize the establishment of a
new FHA program financing the purchase of
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a mobile home to be used by the owner as
his principal place of residence. Under this
program, a purchaser can obtain an FHAinsured loan in an amount not exceeding
$10,000 which must be repaid over a maximum term of 12 years. The financing charge
to the purchaser Is to be prescribed by the
Secretary of Housing and Urban Development and may vary depending on the amount
and term of the loan. In additIon, the Secretary is required (1) to prescribe minImum
property standards to assure the livablllty
and durablllty of the mobIle home and the
suitablllty of the site on which the mobIle
home Is to be located, and (2) to obtain
assurances from the borrower that the mobile
home wlll be placed on a site Which complies with the standards prescribed by the
Secretary and wIth local zoning and other
applicable local requIrements.
3. Amendments in the Housing and Urban
Development Act of 1970-Mobile Home
Loans Under Title 1. The 1970 Act amends

section 2(b) of the National Housing Act
(home improvement and mobile home loan
insurance) to provide that when a mobile
unIt is composed of two or more modules,
the maxImum Insurable mobile home loan
shall be $15,000 (Instead of $10,000) and the
maximum term shall be 15 years 32 days (Instead of 12 years 32 days).
4. In March of 1971, the Veterans' Administration' announced new standards for
mobile home guarantees. These guarantees
cover a portion of the principal amount, up
to 30 %, and a maximum of $10,000 for mobile
homes or·up to $17,500 If the loan also includes a fully developed lot. Minimum standards require a mobile home to be at least
40 feet long and 10 feet wide, with a minimum of 400 square feet. Pursuant to its
flexible authority, the Veterans' Administration has set an interest rate of 10.75% on
loans for purchase of the moblIe homes and
7 % on the part of the loan used to purchase
a lot and make improvements.
11. Recommendations
1. NHC recommends that necessary safe-

guards be establlshed for mobile home parkS
which wlll assure that the mobile homes are
located in an area that has adequate sanitary
and community facllities; also, to assure that
the mobile home parks are planned in a manner which is not inconsist~nt with sound
urban development of metropol1tan areas. In
many cases, mobile home cour~s are built
just outside the cities and just beyond the
reach of present zoning and bUilding code
authorities. Yet, popUlation growth will result in the expansion of metropolitan areas
to embrace the areas covered by the mobile
home parks. Accordingly, it is necessary that
the mobile home parks conform to the longrange plans of metropolitan areas. Likewise,
it is necessary to assure that the mobile
homes meet appropriate qUality and space
standards.
2. NHC recognizes wider and larger mobile
homes can be bUllt with substantially the
same quality as other homes which qualify
for FHA insurance. NHC recommends that
such mobile home units be eligible for 40year mortgage financing under Sections 213,
207, and 221(d) (3) if such projects (a) meet
FHA design, construction and durablllty
standards and (b) conform to site planning
and engineering criteria that make such projects comparable to other developments
which quallfy under Sections 213, 207 and
221 (d) (3).
CHAPTER FF. EFFECT OF TAX REFORM ACT ON
HOUSING

On December 30, 1969. President Nixon
signed the Tax Reform Act of 1969 into law.
There are several provisions in the Act that
drastIcally altered current tax consequences
associated with housing and real estate development; also, the Act adds an important
incentive for the production of low and moderate income housing and its sale to the 00CXVIII--74o-Part 9

cupants. A summary of these provisions follows:
1. Accelerated depreclation-i e., 200 percent of the straight llne rate-wlll only be
permitted for new residential rental housing.
However, there are recapture provIsIons
which offset the tax benefits upon a sale to
the extent described below.
2. Any excess of accelerated deprecIation
over straight !lne depreciation will be subject to recapture for apprOXimately 16 years
8 months instead of the present 10 years.
These new recapture rules do not apply, however, to the Section 221(d) (3) and 236!lmited
distribution programs to serve low and moderate income groups. For these programs, the
recapture rules of eXisting law are retained
without change-namely there is no recapture if the project is held for ten years. Thus,
the new tax law retains the existing tax incentives for such housing constructed to
serve those of low and modera,te incomes.
3. SUbsequent owners of new residential
rental property are divided into two categories: those who acqUired used residential
property with a useful Ilfe of less than 20
years and those who acquired used residential
property with a useful life of 20 years or more.
Those in the first category are llmited to
straight Ilne depreciation While those in the
second category may deprecIate the property
at a rate not to exceed 125 percent of the
straight line rate.
4. The new tax law pro\1des for deferral
of gain upon certain prescribed sales of Bection 22l(d) (3) and 236 limited distribution
projects. On these federally-assisted projects
serving those of lower incomes where the investor's return 011 his Investment is limited,
the Government will now encourage the sale
of these housing projects to the lower income
occupants, a cooperative or other organization which will operate the property for their
benefit. To qualify for the deferral of a taxable gain upon such a sale of a housing project, the owner is reqUired to reinvest the
proceeds in another lower income housing
project. The taxpayer's basis from the old
property, to the extent of the reinvestment,
becomes part of his basis for the new property. This provision provides a necessary tax
incentive for the production of low and moderate income housing and for its sale to or for
the benefit of the lower income occupants.
5. NRC reaffirms its support for the current
tax incentives afforded new and rehabilitated
housing for low and modera·te income families
as provided by the Tax Reform Act of 1969.
6. NHC urges that the present special recapture rules for sectIon 221 (d) (3) and 236
limited distribution projects be extended
beyond the ;:>resent end of the experimental
program in 1974.
CHAPTER GG. CREATION OF HEALTHY ENVIRONMENTAL CONDITIONS

Housing must be in a suitable environment. We now suffer from the tragic and
dangerous effects of air and water pollution
and unsafe and inadequate waste disposal.
LIkewise, recent studies reveal that the high
noise level of our cities may prove as deleterious as other forms of pollution. Yet,
Ilttle has been done to alleviate these pollution conditions which are growing worse.
I. Summary of existing legislation

Before the overt public concern with our
environment, Congress passed several significant pieces of legislation aimed at controlling the environment. A summary of the
more important laws follows:
1. Clean Air Act of 1963. This Act provided
for an expanded and strengthened program.
It authorized legal actions to stop air pollution. It also authorized matching grants
to state, local and Interstate agencies for
programs of' air pollution prm'ention and
control.
2. Motor Vehicle Air Pollution Control
Act-1963. This Act directed the Secretary

of HEW to establish standards on the emis-
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sion of substances from new motor vehicles
or engines wilich contribute to air pollution.
The Act prohibited the sale, manufacture
for domestic sale, or importation of any
vehicle or engine not in conformity with the
regulations and provided fines of up to $1,000
for each new vehicle or engine manufactured
or sold In vIolation of the regulations.
3. Water Quality Act of 1965. This Act requires the states to establlsh and enforce
water quality standards for all interstate
waters within their boundaries. It a state
falls to take necessary action by June 30,
1967, HEW can act and set federal standards. The establishment of water quality
standards is desIgned to prevent pollution
before it occurs, since it is now possible to
determine whether discharges of wastes and
sewage cause unacceptable pollution in an
interstate body of water.
4. Clean Waters Restoration Act Of 1966.

This Act provides that a Federal grant couId
pay from 30 to 50 percent of the construction
costs of a sewage treatment plant. The
higher grants are conditional on state participatIon in the financing of treatment
plants and the establishment by the state
of quallty standards for non-interstate bodies of water within its boundaries.
5. Air Quality Act 0/ 1967. This Act enlarged the existing federal responsibllity for
air pollution control. In most cases the Federal Government will not step In unIess the
states fal! to act. The HEW Secretary is authorized in time of "imminent and substantial" danger to public health from air pollUtion, to seek a court injunction to halt further emissions into the atmosphere.
HEW is also authorized to designate air
quality control regions throughout the nation. It can provide full federal financing
for regional control commissIons to be established by state governors. HEW can enforce air quallty standards in the control
regions, if the regional coIIlIIl1sB1ons fall to
enforce an air pollution plan that complies
with guidelines for air purity prescribed by
HEW.
The Act further requires the registratIon
of all fuel additives With HEW. Fuel manufacturers are required to notify HEW of the
type, concentration and purpose of all additives used in their fuels.
The Act provides that automobile exhaust
standards can be issued only by the Federal
Government, except for California, which Is
permitted to enforce Its own more stringent
standards.
11. Recent Legislation
Clean Air Bill of 1970. (a) The Act con-

tains the following deadlines for a 90% reduction of specified automoblle emissions:
(1) a 1975 deadline for carbon monoxide
and hydrocarbons,
(2) a 1976 deadline for nItrogen OXides.
(b) The Act allows the Admln1strator of
the Environmental Protection Agency (EPA)
to control or prohibit fuels or fuel additives
which he deems harmfUl to publlc health or
welfare or which impair a device or system to
control emissions.
(C) The Act allows the Federal Government
to set "primary" quallty standards with the
states having control over "secondary" air
standards.
(d) The Act includes authorizations of
$1.1 blllion over three fiscal years. This includes $350 mil1lon for research on fuels and
low-emission engInes; $15 mlllion for longterm research grants; $650 mlllion for state
grants and other programs; $55 mill10n for a
Federal low-pollution car program; and $30
mlllion for a ne,,, noise pollution program.
Recent Actions. (a) This year the EnvIronmental Protection Agency assumed the
functions of air and water quality control
previously exercised by the Departments of
the Interior and HUn.
(b) This year the Council on Environmental Quality was established as an advIsory group to formUlate broad pollcies re-
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gardlng parkland. land use and population
growth.
(c) This year the Cabinet Committee on
the Environment and the Citizens' Advisory
Committee on Environmental Quality were
established to make recommendations to the
President concerning the development. restoration, and preservation of the beauty of
the countryside, urban and suburban areas
and water resources.
III. Recommendations
1. NHC concurs with the past pronounce-

ments of President Nixon that:
"It Is literally now or never . . . A major
goal for the next ten years must be to restore
the cleanliness of the all', the water, the
broader problem of popUlation congestion,
transportation and the like."
2. NHC believes that we shOUld have a tenyear goal to end all', water and other pollution and create healthy environmental liVing
conditions. However, It Is Imperative that we
should not let our concern for environment
replace our priority concern to fulfill our
housing goals. We must avoid the tendency
to replace priorities Instead of fulfill1ng them.
We must not be diverted from our commitment to meet the need to prOVide decent
housing for all Americans.
3. NHC suggests that HUD and DOT jointly study the Impact of airports on housing In
close proximity thereto or Within fiight patterns including:
(a) noise, all' or other pollution;
(b) the distance required or other measures needed to assure healthy enVironmental
conditions for such housing; and
(c) the actions reqUired to resettle people
displaced from airport Impact areas suffering
from unhealthy environmental conditions
and the utilization of land in such airport
impact areas for appropriate purposes other
than housing.
CHAPTER HH. RELOCATION

I. Summary of existing legislation
1. Objectives. The Uniform Relocation As-

sistance and Real Property Acquisition Policies Act of 1970 recognizes the needs of persons who are displaced or have their property
taken for Federal and federally assisted programs. This legislation establishes a uniform
policy for the fall' treatment of such persons
and requires the heads of Federal agenCies
causing the displacement to prOVide relocation payments and assistance to those persons affected by such programs. The policy of
the Act Is to allow the activities essential to
various Federal and federally assisted programs to continue, but not at the expense,
inconvenience or hardship of Individuals.
2. Authorization in the Relocation Act of

1970.
(a) The heads of Federal agencies are authorized to make the following types of relocation payments:
(1) Payment to families and individuals
for the actual reasonable moving expenses or
a fiXed moving expense allowance not to exceed $300 and a dislocation allowance of $200.
(2) Payment to assist in obtaining a replacement housing unit which may be a payment to a displaced homeowner, who has
owned and occupied the dwelling for not
less than 180 days prior to the initiation of
negotiations for the acquisition of the property, not exceeding $15,000 and covering the
difference, if any, between the acquisition
payment made by the local agency and the
cost of a comparable suitable replacement
housing unit. Such payment may Include an
amount to compensate the displaced homeowner for the present worth of any loss of
favorable financing and an amount to compensate the displaced homeowner for reasonable closing costs incident to the purchase of a replacement housing unit. Payments may also be made to a displaced
tenant who has occupied the dwelling for
not less than 90 days prior to the initiation of negotiations for acquisition of such
dwelling, to assist the displaced person in
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making a downpayment toward the purchase
(I) To facUitate. encourage, and standardof a replacement housing unit or to assist Ize the acquisition of real property by Fedthe displaced person In the rental of a re- eral agenCies, the Act establishes the followplacement housing unit, for a period not to Ing guidelines for heads of Federal agencies:
exceed 4 years.
(1) The Federal agency shall make every
(3) Payments for the displacement of bus- reasonable effort to acquire property by neIness concerns which may cover, within cer- gotiation.
tain limitations, actual reasonable moving
(2) Real property shall be appraised before
expenses, actual direct loss of tangible per- negotiations and the owner may accompany
sonal property and actual reasonable ex- the appraiser during his inspection.
penses in searching for a replacement busl.
(3) Before negotiations, the Federal agency
ness or such payments may be a fixed pay- shall establish a just amount of payment
nlent equal to the business concern' aver- and olIer to acquire the property for that
age annual net earnings, but not less than amount. Such amount shall not be less than
$2,500 nor more than $10,000, If it Is dethe approved appraisal of fair market values.
termined that the business cannot be relo(4) No owner is required to relinqUish poscated without a substantial loss of its exist- session of his property before the Federal
ing patronage and It is not a part of a chain agency pays the agreed purchase price, or deoperation.
posits In court an amount equal to the ap(b) Each Federal agency whose actions re- proval appraisal of fall' market value.
sult In displacement must establish a reloca(5) Construction shall be so scheduled
tion assistance advisory program to deter- that a lawful occupant has 90 days written
mine the relocation needs of displaced per- notice before he is required to move.
sons and businesses, to provide information
(6) If the Federal agency permits an owner
on the availability of relocation resources. to or tenant to rent the real property for a short
assure the availability of replacement hous- term, the rental cannot exceed the fair rental
ing prior to displacement. to assist in the value of the property for such a term.
re-establishment of displaced businesses and
(7) A Federal agency cannot take coercive
to supply Information to those displaced con- action to compel an agreement on the price
cerning Federal and State programs which to be paid.
may be of use to them. Persons and business
(8) If eminent domain Is to be used, the
concerns adjacent to the area where the proj- Federal agency shall Institute formal conect 01' program activities are being carried demnation procedures.
out may also be entitled to relocation assist(9) If acquisition of only part of a propance.
erty would leave the owner with an uneco(c) Project 01' program funds may be used nomical remnant, the Federal agency shall
for replacement housing when It Is deter- offer to acquire the entire property.
mined that the reqUired housing cannot
(j) When a Federal agency acquires any
otherwise be made available.
Interest In real property, It should acquire
(d) The costs involved In providing pay- at least an equal interest in the bUildings,
ments and assistance for displaced persons structures and Improvements. Where the
and business concerns are considered as part bUildings, structures or Improvements are
of the costs of a program 01' project for which the property of a tenant or other person h01dFederal financing is available. For displace- ing legal possession, the head of the Federal
ments occurring prior to July 1, 1972, where agency should pay the tenant the fair value
the Federal assistance Is by grant or contri- of the property.
bution, the Federal agency w1ll pay a maxi(k) The Federal agency shall promptly
mum of $25,000 per person. After July 1. reimburse the owner for reasonable expenses.
1972, the same requirements for agency Including recording fees, mortgage penalty
matching apply to costs of relocation and costs for prepayment, and pro rata portion
other assistance to a displaced person, What- of property taxes.
ever the amount, as apply to other program
(1) If the Federal court rules that the
or project costs.
agency cannot acquire the property by con(e) Before approving any grant to. or demnation, or if the agency abandons the
agreement with a State agency under which proceeding, the court shall make an award
Federal financial assistance will supply all or to the owner for reasonable attorney, appart of the cost of the displacing project. praisal and engineering expenses.
there must be satisfactory assurances from
(m) As a condition of Federal assistance,
the State agency respecting compliance with state agencies must be guided to the greatest
the Act.
extent practicable under state law, by the
(f) While the heads of Federal agencies are land acquisition policies of the Act, and
to consult together on the establishment of property owners must be paid or reimbursed
regUlations for the implementation of the for transfer of title and litigation expenses.
Act, the head of each agency is authorized to
11. Recommendations
establish regulations and procedures for the
1. Now that we have finally achieved our
fail' and proper provision of the payments
and assistance authorized under this Act. The long-sought objective of uniform relocation
following Federal agencies have issued regu- assistance, NHC urges Its full use and Imlations pursuant to this Act: Department of plementation. Including the measures reAgriculture; Department of Housing and quired to assure the availability of replaceUrban Development; Department of Trans- ment housing prior to development.
2. NRC recommends legislation to elimiportation; Federal Highway Administration;
Department of Interior; Economic Develop- nate the provisions of the Uniform Relocament Administration; Fish and Wildlife tion Assistance and Real Property Acquisiservice; Department of Health, Education tion Act of 1970 which requires a local share
and Welfare; Tennessee Valley Authority; contribution for relocation costs. Currently
Environmental Protection Agency; Depart- this provision Is scheduled to become effective on July I, 1972. It should be repealed
ment of Labor.
(g) The Act prOVides for seed mcney loans before then.
3. NHC recommends an Increase in the
for planning and obtaining federally Insured
mortgage financing to stimUlate the con- dislocation allowance from $200 to $500 as
struction and rehabilitation of sale and ren- part of the relocation payment to famUies
tal housing to meet the needs of displaced and individuals.
CHAPTER II. PROGRAMS AND POLICIES FOR
families and individuals. The loans may be
GENERAL APPLICATION TO HOUSING
made to nonprofit, limited dividend. or cooperative organizations. and to public bodies.
1. Equal Opportunity for Housing.
(h) Relocation payments are not to be
(a) Throughout its entire life NHC has
considered as Income for Federal income tax been committed to equal opportunity for all
purposes or for determining eligibility C1' American fammes to secure good housing in
extent of eligibility of a person under the good neighborhoods. It again reaffirms this
Social Security Act or any other Federal law. position. Equal opportunity in housing Is
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now the law of the land-both by statute and
by court decree. Yet this opportunity Is still
denied to millions of American families
throughout every section of the land because
of their race, color, creed, or national origin,
or because of the myth which exists as to
their desire, or ablllty to pay for and maintain good homes. To overcome this denial of
opportunity and to diSSipate these myths, an
urgent task is facing the nation.
(b) NHC has long supported the principle
of a competitive housing market open to free
bargaining by all American families without
regard to racial or ethnic background. Many
localities have been limited in achieving this
objective, however, because of inadequate
supplies of low and moderate cost living
accommodations and by the congestion of
many minority group familles in limited sections of the community. To provide an adequate supply of hOUSing, it is necessary to
raise production to a minimum of 3,000,000
dwelling units per year.
(c) We urge the President and the Congress of the U.S. to take all steps toward
providing all equal opportunity for housing.
This includes full and adequate appropriations for the administration of the fair housing program under Title VIII of the Civil
Rights Act of 1968. Of the $9.25 milllon requested by the President for fiscal year 1972,
Congress appropriated $8.25 million for such
expenses of administration for Fair Housing
and Equal Opportunity. We strongly urge the
larger appropriations required for achieving
equal opportunity for all American famUles
to secure good hOUSing in good neighborhoods. We urge the Administration to take
all necessary additional actions to achieve
this equai opportunity objective. strong affirmative measures shOUld be taken to enforce the fair housing rights contained in
Title VIII.
(d) We should provide an opportunity for
freedom of choice in our housing programs.
The choice of individual or cooperative
homeownership or rental housing and the
choice of city, suburban, new town or country living must not be limited by race, color,
or religion.
(e) The Assistant Secretary for Equal
Housing Opportunities annolmced the result
of a concentrated radio and television campaign which encouraged people to report alleged discrimination in obtaining housing.
The results of this campaign, Which covered
several Mid-Atlantic states, indicated that
with proper information, many famUles wlll
seek HUD's assistance in obtaining housing.
NHC urges that this campaign be broadened
to cover larger sections of the country and
that HOO continue to institute such innovations.
2. Relocation.

(a) NHC is gratified that we have finally
achieved our long-sought objective of uniform 'relocation assistance through the passage of tbe Uniform Relocation Assistance
and Real Property AcqUiSition Act of 1970.
NRC urges its full use and implementation
including the measures required to assure
the avallabll1ty of replacement housing prior
to its development.
(b) When homeowners or tenants are being displaced for urban renewal or other
government action. there shouid be a Federal grant to prOVide adequate payments as
equitable compensation not only to pay
their moving expenses, but also to help
them obtain decent homes elsewhere.
(c) When a small business is being displaced through urban renewal or other governmental action, affirmative action should
be taken to assist its relocation either within the urban renewal area or elsewhere. If
it is to be relocated within the urban renewal area, there should be a pollcy to establish a rental for the small business Which
it can afford. In order to aChieve this, an
appropriate write-down should be made in
the disposition of property under the urban
renewal program. While it is recognized that

there are allowances under the present legislation to cover the cost of relocation by a
business which is displaced through urban
renewal, we recommend this additional action to better assure tl1e continuance of a
small business that is being displaced. NHC
also recommends tl1e full implementation
and use of the 1965 amendments to the Small
Business Act for businesses which are being
displaced by urban renewal or otl1er governInental actions.
(d) NHC applauds Secretary of Transportation Volpe's declaration that no Federal aid will be approved for construction
of highway, airport or mass transit projects
until adequate repiacement housing is provided for all families to be dislocated. This
Replacement Housing Polley contains the
following provisions:
(1) Specific written assurance that adequate replacement housing \vill be available
(bUilt, if necessary) before the initial approval or endorsement of any project.
(2) Construction will be authorized only
upon verification that replacement housing
is in place and has been made available to
all afl'ected persons.
(3) All replacement housing must be fair
housing-open to all persons regardless of
race, color, rellgion, sex or national origin.
In addition, all replacement housing must
be offered all affected persons regardless of
their race, color, religion, sex or national origin.
NHC also commends the General Services
Administration for its announcement of a
simllar policy requiring assurances of the
availabillty of adequate housing before new
Federal buildings are located in any area.
(e) NHC deplores the recent HUD discrimination against relocation payments to
displaced persons who seek new homes in cooperatives. Neither Section 516 of the Housing Act of 1968 nor the regulations promulgated preclude replacement housing
payments to those seeking replacement housing in cooperatives. However, in a Circular,
HUD states that such payments may not be
made to a displaced person moving into a cooperative. This discriminatory action should
be stopped. NHC recommends that HUD
should make replacement housing payments
to displaced homeowners who seek to purchase a home in a cooperative.
(f) NHC applauds the passage of Section
510 of the Highway Act of 1970 which allows the Secretary of DOT to include in the
cost of a highway project expenses for proViding new housing or used or rehabilitated
housing for those persons displaced by that
highway project. We urge that DOT carry
out this mandate and allow adequate
amounts for such housing as part of the
costs and expenses of all future highway
projects. Such housing should conform to
sound standards and should have prices and
monthly charges within the reach of the
displaced persons.
3. Unilorm System lor Computation 01 Incomes by HUD.

(a) HUD shOUld have a uniform system for
computing incomes Which could be used by
all constituent agencies administering housing programs which involve income limits. To
be equitable, income limits should allow
appropriate deductions and exemptions like
those long recognized and ut1llzed in the
public housing program. The Senate Committee on Banking and Currency recognized
the appropriateness of such uniformity in its
Report on the 1968 Housing Act:
"Although the statute is silent on defining
income, the committee is aware of the necessity for the secretary to establish procedures
to assure that fair standards and rules are
followed within HUD for determining income
(after allowable deductions) for ellgib1llty of
low or moderate income familles or mortgagors under HOO's various programs. These
procedUres would apply to those who receive
the benefit of subsidies or below-market interest rates to enable them to obtain oc-
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cupancy, homeownership. or cooperative
housing membership."
(b) At the present time, the methods of
computing income differ in HOO, aJt.hough
the constituent agencies are administering
comparable housing programs involving income limits. Under the 1970 Housing Act,
pUblic housing has allowed appropriate deductions of exemptions in computing the
family income as follows:
(1) income for any family member below
the age of eighteen, nonrecurring income, as
determined by the Secretary, and the income of full-time students, liVing with their
parents;
(2) an amount equal to the sum of (a)
$300 for each dependent, (b) $300 for each
secondary wage earner, (c) 5 percentum of
the family'S gross income (10 percentum in
the case of elderly families), and (d) those
medical expenses of the family properly considered extraordinary shall be deducted; and
(3) the Secretary may allow further deductions in recognition of unusual circumstances.
(c) Although these deductions or exemptions are now allowed in the public housing
program, they are not recognized uniformly
in the FHA program involving rent supplelllents or below-market interest rates under
Section 221 (d) (3) or interest assistance payments under Sections 235 and 236. In the
interest assistance programs the 1968 Housing Act provides for the deduction from
family income of $300 for each minor child
and the elimination of the earnings of all
minor children. Pursuant to the Congressional intent as evidenced by the foregoing
quotation from the senate Committee Report, RUD has allowed a further deduction of
5% of gross income to cover payroll deductions for social security and compulsory pension funds. However, HUD has not allowed
other deductions of the type which have
been long recognized in public housing and
are now specifically authorized In the 1970
Act. Such deductions shOUld be uniformly
allowed in all HOO programs which involve
income limits.
(d) NHC is gratified that S. 3248 (introduced by Senator Sparkman after favorable
action by the Senate Committee on Banking, Housing and Urban Affairs) contains a
provision Which would carry out the foregoing recommendation of NHC concerning a
uniform system of computation of income by
HUD.
4. Rehabilitation in Slum Areas Not Intended as Containment Program. RehablUta-

Uon programs for slum areas are not intended
to be containment programs which would
restrict present residents so that they must
continue to live there. They should have an
opportunity to move into other areas. The
NHC goals contemplate development of new
and rehabilitated housing in other areas
which would be available for the low and
moderate income fam1lles now liVing in slum
and ghetto areas. To help assure aChievement
of this Objective, we recommend enactment
of legislation prOViding that no program of
subsidy, aid, or assistance by any agency of
HUD-including sewer and water facility
grants, open space grants, community facUlties grants, urban renewal programs, model
cities programs, mass transit grants, and FHA
insurance--may be carried on within any
jurisdiction if a reasonable share of housing
wlll not be available for low and moderate
income familles. Such legislation would help
assure the development of balanced programs
of housing in new areas into which the residents of slum and ghetto areas could move.
5. Adequacy 01 Housing and Neighborhood
lor Low and iyfoderate Income Families. Fed-

erally-assisted housing should provide adequate space and faclllties and meet proper
standards for comfortable living. The housing should be in a suitable neighborhood. In
this way, we can improve the quality of life
in Federally-assisted housing as prescribed in
the 1968 Housing Act. The following are
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among the measures necessary to achieve
these objectives:
(a) Better design standards in housing
developments.
(b) Dwelling units which provide adequate
space and amenities rather than minimum
space and facilities.
(c) More housing units of larger size, with
more bedrooms and bathrooms, in order to
meet the needs of larger families.
(d) Adequate recreational and community
facilities with swimming pools, day-care and
pre-school centers, all designed to create good
neighborhoods.
(e) Air conditioning whenever appropriate.
which will encourage families and their children to remain in their dwellings and off the
streets during hot sumnlers.
(f) Designs which encourage homeownership such as detached, semi-detached and
townllouses.
Housing communities should be pleasant
places to live. They should respond to the
needs of the nsidents, with attention to
their comfort, convenience, and recreation.
By prOViding children and adults with good
homes and with opportunities to engage in
wholesome and constructive activities, we
can create better communities and reduce
juvenile delinquency and crime. With Federally-assisted housing that conforms to the
foregoing criteria, we can achieve economic
integration, both through initial occupancy
and through the upward mobility and continued occupancy of famllles whose incomes
increase.
6. Unilorm System 01 Tax Exemption and
Tax Abatement.

(a) In some HUD programs there is no
requirement for real estate tax exemption
or tax abatement. This is true in the new
leasing program for the use of privatelyowned housing for public housing purposes.
It is also true in the rent supplement program for these of public housing incomes.
Yet, conventional public housing projects are
required to have tax exemptions and they
pay only 10% of shelter rent in lieu of taxes.
We previously recommended that conventional public housing projects conform with
those other pUblicly-assisted programs which
serve low-income families. This would be accomplished by permitting their payment, in
lieu of taxes to be equivalent to full taxes.
NHC is gmtified that S. 3248 (introduced by
Senator Sparkman after favorable action by
the Senate Committee on Banking, Housing
and Urban Affairs) contains a provision
which would gradually implement and carry
out this NHC recommendation over a 10-year
period during which payments would be
increased annually until they reached the
equivalent of full taxes.
(b) There should be a more practical and
consistent policy concerning the requirement
for tax abatement on privately-owned projects which are federally-assisted either with
(i) below-market interest rates, (11) interest assistance, (ili) rent supplements, or (iv)
ieasing programs under public housing. Tax.
abatement should not be required on these
projects, even as a means of offsetting the
higher costs that prevall in some cities. Such
tax abatement Is often unavallable because
of restrictions in state and iocal laws; moreover, the clUes often face serious problems
of inadequate tax revenues and are unwllling
to grant tax abatement. Cost llmits should
be made reallstic so that these private housing programs can function in high cost areas
without requiring tax abatement.
(c) Where state and local governments
grant tax abatements on housing projects
which are federally-assisted in the manner
described above. there should be an annual
Federal grant to reimburse them for their
t·ax losses.

occurred. When requested, FHA should either
lease these projects to local housing authorities for publlc housing or make negotiated
sales of these projects for cooperative OVillership by low income or moderate income famIlies. Aiso, sales may be made to publlc agencies or nonprofit cr other properly motivated
organizations which \\i11 use them to provide housing for low or moderate income
groups. The housing shOUld be sold at a
price and with a mortgage term and intel'est rate---Dn the purchase money mortgage
accepted by FHA-which would enable the
property to sene these income groups at
monthly charges which they can afford. Financing shouid be made avallable to rehabilitate these properties. Such properties shouid
be eligible for rent supplements and interest
assistance payments. These recommendations
also appiy to other federally-owned housing.
(b) FHA has also acqUired ownership of
single-family homes on which defauits have
occurred. In the disposition of this housing,
FHA should meet the needs of those of low
and moderate incomes. The housing should
be sold to them at a price and with a mortgage term and interest rate--on the purchase-money mortgage accepted by FHAwhich would be within the financial reach
of the low and moderate income purchasers.
Priorities should be established for sales
which would accomplish this purpose, rather
than granting priority to cash sales or sales
involving cOllventlonai loans, as these generally involve purchasers with incomes above
those at the low and moderate level. Legislation shouid be enacted if it is necessary to
estabiish disposition policies in accordance
with the foregoing principles.
8. Acceptance and Accumulation oj Applications lor Programs.

HUD has often discouraged the submission
of new applications in programs where a
backlog of 1.1llsatisfied appllcations exists.
NHC is strongly opposed to this discouragement of applications for HUD assistance.
Even when there is an unsatisfied backiog
of applications, HUD should continue to accept applications. There is no better way by
which HUD Cl1n learn the needs and demands for programs which it administers, so
that it can document and support requests
for necessary Congressional authorizations
and appropriations.
9. Construction Work and Employment in
Ghetto Areas. Increased construction volume

wlll require substantial increases In the
work force. The large pool of untrained unemployed or under-employed within the
ghetto is a large source of additional manpower. There shouid, therefore, be an effective program to accelerate the training of
unskilled groups and to broaden their opportunities for empioyment in the construction industry. NHC recommends an adequate
expansion of the training program of the
Manpower and Training Administration of
the Department of Labor, together with the
full amounts needed as appropriations. We
commend the Outreach Program of the bullding and construction trade unions which
has enlisted thousands of disadvantaged and
minority workers In sk1ll training in their
trades. We urge further extension of these
training opportunities for such workers to
advance toward skllled employment.
NHC endorses the provisions in the 1968
Housing Act which direct the secretary of
HUD to require:
(a) That opportunities for training and
empioyment arising in connection with the
planning, construction, rehabilitation, and
operation of housing be given to lower income persons residing in the area of the
housing; and
(b) That to the greatest feasible extent
contracts for work pursuant to the housing
programs shall, where appropriate be, award7. Disposition 01 Federally-Owned Housing
ed to business concerns located In or owned
Projects.
in SUbstantial part by persons residing in
(a) FHA bas acquired owuership of rental the area of the housing. If bonding is not
housing projects upon which defaults have available to such contractors or subcon-

tractors, HUD shOUld
actions
to enable them to obtain
bonds.
HUD should initiate a program which would
assure the avallability of bonds to sucb contractors, with necessary underwritlngs of reinsurance as is now authorized to enable
persons to get other types of insurance in
high-risk areas where such insurance would
otherwise be unavailable.
In the foregoing programs, we recommend
that bids be invited from local contractors
which have the participation of minority
groups either in an ownerShip, executive
management or directHm capacity. In housing construction where the contractor or
sponsor incurs additional costs because of
utlllzation of untrained workers from ghetto
areas, the additionai cost should be recognized as a pUblic cost, with reimbursement
therefor by the Manpower and Training Administration.
"In addition in housing construction
where additional costs were incurred (particUlarly when this resulted in increasing the
costs above the statutory limits on the mortgage involved) because of the utilization of
minority contractors, sub-contractors and
the training of minority workers, the additional costs should be recognized as eligible
for a grant from HUD or for long-term financing from HUD on a basis where payments are deferred untll after the retirement
of the HUD-insured mortgage."
In the 1969 Housing Act, there Is an extension of these requ1rements to cover all
HUD programs providing financial assistance
in aid of housing, urban planning, development, redevelopment, pUblic or community
faol11ties and new community development,
Section 3 of the Housing and Urban Development Act of 1968 is amended to require the
Secretary of Housing and Urban Development, in the administration of programs providing direct financial assistance in aid of
housing, urban planning, development, redevelopment, pUblic or community facl11ties,
and new community development to require
(1) that to the greatest feasible extent opportunities for training and employment
arising in connection with the planning and
carrying out of projects assisted under such
programs be given to lower Income persons
residing In the project area, and (2) that to
the extent feasible, contracts for work to be
performed in connection with any such projects be awarded to business concerns which
are located in or owned in substantial part
by per30ns residing in the area of the project.
Prior to this amendment, these employment
and work opportunity requirements were
only applicable to the administration of the
Section 235 homeownership program, the Section 236 rental assistance program, the Section 221 (d) (3) below-market-interest-rate
program, public housing, and the rent supplement program. NHC recommends administrative or legisiatlve action to define the
"project area" as the metropolitan area in
which the project is located.
10. Surety Bond Guarantees. The Housing
and Urban Development Act of 1970 amends
Title IV of the Small Business Investment
Act of 1958 by increasing the revoiving fund
of Title IV from $5 million to $10 million
and adds a new provision establlshing a
program whereby SBA and HUD can guarantee any surety' up to 90% of its loss as a
result of the breach of the terms of a bid
bond, payment bond, or performance bond
on account of a contract up to $500,000.
NHC urges that the Secretary of HUD and
the Administrator of SBA carry out the full
intent of this provision and take all steps
necessary to provide technical assistance to
any contractor or subcontractor for whom a
bond is guaranteed under this provision.
However, NRC recommends that the law be
amended to remove the $500,000 limit on
bonds and to allow a bond to be in such
amount as HUD requires on the project
involved. We further recommend the establishment of an adequate fund in HUn Which
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can be used to guarantee sureties on bonds
for minority contractors and can provide
necessary technical assistance to such contractors and training by such contractors.
11. Support for International Programs
for Housing.

(a) NHC is aware of the critical housing
problems elsewhere in the world, particularly
in the developing countries. We urge continuation and expansion of our Government's foreign aid programs for housing in
the developing countries, particularly cooperative housing to provide ownership by moderate income families as contemplated by the
Foreign Assistance Act.
(b) Further, we urge our Government to
support effort: (i) to elevate the importance
of housing in the economic development
process by supporting efforts to establish,
within the framework of the United Nations,
a specialized international agency dedicated
to solving the housing problems of the developing countries; (il) to increase U.S. financial support to U.S. universities and other
institutions for research and training programs to help solve these housing problems
and supply the trained personnel so badly
needed.
(c) NHC recommends enlargement of the
investment guaranty program for housing
by increasing the available guaranty authority and by extending the 100% guaranties to
other appropriate areas besides Latin America. We recommend legislation providing for
the encouragement of cooperative and other
homeownership by low and moderate income
families in the cooperating countries and for
the utllization of financing assistance of the
types which have been proven effective in
our domestic programs, particularly the establlshment of national savings and credit
systems speciallzing in housing and related
fields.
(d) NHC supports the proposal for the
creation of an International Housing Finance
Corporation, which would be associated with
the World Bank or the United Nations Development Program, to facilitate the mob1lization of capital and the development of
housing programs, particularly in the newly
developing countries.
12. Appropriation Authorizations.

(a) NHC strongly recommends Congressional appropriations of adequate amounts
for the administration of all HUD programs.
including the additional funds which are reqUired for additional staff to administer the
many new programs contained in our Housing Acts. These funds are urgently needed to
meet the critical problems of our urban
areas and the shortage of adequate housing
for persons of low and moderate incomes. We
further recommend all of the additional appropriations described elseWhere in this
renort.
"(b) NHC deplores the further staff reductions being made in HUD, in the face of critical deficiencies in the quality of services in
the field to communities and the deterioration of technical information and guidance
services being supplied in Washington. In
addition to NHC's objections concerning Secretary Romney's announcement about drastic cuts in the overall HUD staff, NRC is
opposed to any reduction in the staff charged
with administering equal opportunity requests and procedures. We recommend that
the current level of employees administering
this program be set as the absolute minimum and that no reductions be made below
this level.
(c) Advance appropriations prOVide lead
time for initiating and planning programs in
all authorizations in appropriation bllls providing contract authority or funds. The authorizations should cover the succeeding fiscal year in addition to the fiscal year involved in the appropriation act. Appropriation acts have previously adopted this practice for the urban renewal and mass transit
programs. We deplore the action taken by the
President in discontinuing requests for ad-

vance appropriations for the succeeding fiscal year on programs where this practice was
preViously established, such as urban renewal. It is equally necessary that this practice be resumed and extended to all other
programs involVing private enterprises as
well as public agencies, and we are pleased
that President Nixon once made such a recommendation for advance authorizations on
the Section 235, 236 and rent supplement
programs. The same practice should be followed in all other housing and urban development programs. This will give more
lead time for the planning and initiation of
programs. Such a practice in the housing program will help avoid the past difficulties experienced as a result of uncertainties and delays in providing funds and commitments.
Through advance authorizations for two fiscal years, there will be an uninterrupted flow
of funds and commitments at an early
enough time to permit advance planning
and work in the initiation of housing programs.
13. Workable Program and Local Approval.

In order to remove impediments to construction of low and moderate income housing,
NHC recommends repeal of the requirement
for a workable prcgram or local government
approvai of projects receiving Federal assistance. However, in localities without a
workable program, the Secretary of HUD
must first be satisfied that: (i) there is a
need for the project; and (ii) its location
will provide a satisfactory residential envIronment. The 1969 Act accepts this recommendation on several programs. Likewise the
requirement for a workable program or local
approval for rent supplement and Section 23
leasing program should be dropped. These
programs pay their full share of local taxes
and should not be discrimInated against.
14. Recommended Change in Budget Concepts Concerning Mortgage P1!rohases.

(a) NHC does not believe in the new concept of the Federal Budget (which was
initiated several years ago) that initially
reflects expenditures for mortgage purchases
in the same way as it reflects expenditures
for grants, even though collections on mortgages are later credited as offsetting income.
If several billion dollars of mortgages are
purchased and retained by a government
agency, all of this initially appears as an
expenditure in the Budget during the fiscal
year when the mortgages are purchased. This
has an adverse effect on many pUblic interest and social programs which are dependent
upon the steady fiow of mortgage financing
at reasonable interest rates. The Budget
should reflect only the actuai cost to the
Government of purchasing and holding these
mortgages-this would be the differential in
interest between the rate of the mortgages
held by the Government and the rate on
Governmen t borrowings.
(b) If the present Budget concepts are retained which initially treat mortgage purchases as an expenditure in its entirety, NHC
believes that there should be active encouragement of the sale to private investors or
FNMA of mortgages (or particIpations therein) held by GNMA or other government
agencies. Upon such sales, the funds realized
can and should be offset against the expenditures for the purchase of the mortgages.
15. Availability of Land and Support of S.
609. NRC recommends such measure as are

necessary to help assure the avallabillty of
enough land, at reasonable cost. to achieve
our housing goals. These should include the
establishment of appropriate reserves of land
for future use to provIde the housing, public
facUities and recreational areas requIred to
meet these goals. To this end, NHC urges
passage of S. 609. the Urban PlannIng and
Housing Assistance Act of 1971, introduced
by Senator Javits.
16. Increases in Housing Costs. We deplore
the inflationary rise in housing costs. particularly the increases in interest rates
(Which have declined somewhat from their
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earller higher leveis) and prices of building
materials such as lumber. It is urgent that
action be taken to achieve a reasonable and
stable level of interest rates and housIng
costs. When interest rates and housing costs
increase, many people who need homes can
no longer alford them-even though they
could have afforded them preViously when the
interest rates and housing costs were at more
reasonable levels. NHOstrongly recommends
that necessary measures-which are recommended elsewhere in this report--be taken
to stop infiatlonary increases in interest rates
and housing costs which adverely affect the
consumer and jeopardize achievement of the
housing goals established by congress and
the higher goals recommended In this report.
17. Insurance for Ghetto Areas. NHC recommends that when a home is purchased in a
ghetto area and the mortgage is FHA-insured.
necessary federal action should be taken to
assure that the home owner obtains all hazard insurance requIred for his protection.
Likewise, on cooperative housing in ghetto
or central city areas, federal actIon is needed
to assure the avallabillty of hazard insurance at reasonable costs whIch reflect the
lower losses and risks on such cooperative
housing.
18. Private Investment in Lower Income
Housing. NHC urges the participation of pri-

vate investors in programs to provide housing for low and moderate income families.
NHC recognizes that the tax savings which
result from current rules of accelerated depreciation on improved real property are essential to insure the continued flow of such
equity funds into investment in low and
moderate Income housing. NHC opposes any
change in such rules whIch would reduce the
already too-low return from investments in
housing for families of low and moderate in·
come.
19. Reduction of Monthly Mortgage Payments. With past increases in interest rates,
people have been excluded from the housing
market who needed dwelllngs but could no
longer afford them at the higher interest
rates. Elsewhere in this report, NHC recommends measures to increase the fiow of funds
into the housIng mortgage market and to
make mortgage financing available at more
reasonable interest rates. We are pleased that
HUD has taken action to reduce the interest
rates (although further measures are needed
to achieve a more reasonable rate); also to
reduce the monthly debt service on mortgages by providing for level amortization
payments instead of the hIgher initial curtailments of principal whIch were applicable
to certain mDrtgage insurance programse.g.. those under SectIons 220, 221(d) (4)
and 207. By redUcing the debt service payments, the level amortization plan will reduce the monthly charges to the consumer
and help offset the current high interest
rates.
20. Housing for Indians. (a) Low and
m3derate income Indian families living on
Reservations have long been denied the
benefits of FHA-insnred homeownershlp.
Such Indian families have not been able to
obtain FHA-Insured financing on individual
homes. Also. it Is difficult for them to obtaIn
FHA-Insured mulitfamily housing, such as
nonprofit rental housing and cooperative
housing under Section 22l(d) (3) or Section
236.
(b) There is a great need and market for
FHA-insured homes 011 the Reservations.
Many Reservations are now undergoing economic improvement, through increased mineral development and the location there of
factories and other sources of employment.
Special elforts are needed to bring to the
Indians the benefits of programs Intended to
serve people of low and moderate incomes.
(c) NHC supports legislation to extend
housing assistance available through the
Farmers Home Administration to Indians
who lease rural non-farm land from their

,.,
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tribe for use only as a homesite. Similar authority new exists where fram land Is leased.
(d) NHC recommends that the rehabIlItation grant program under section 115 be extended to incl ude Indian Reservations; and
that grant procedures be revised to make the
program available to low income rural families of Indians so they can renovate and repair existing housing.
21. Payment of Prevailing Wages. In programs InvolVing FHA mortgage insurance on
multifamily housing where payment of prevailing wages is now required by law, such
prevalling wages shall be established and
paid based upon the requirements of the
Davis-Bacon Act relating to such housing
construction in the the area.
22. Study

of New Type Of Mortgage Security

to Attract Investments. (a) Some financial
experts have proposed the creation of a new
type of mortgage or investment security
which would better attract money for fixed
long-term Investments In housing. They
point out that many lenders have withdrawn
from the residential mortgage market because:
(1) They anticipate that the dollars repaid
on the loan will have a SUbstantially lower
value and purchasing power than the dollars
loaned ini t1ally; and
(2) The amount of return is not attractive
as compared with other rates of return
available In the current market.
(b) We propose that a study be made of
this problem so that recommendations can
be made at a later date concerning the advisability of including provisions In mortgages or other housing securities which
would meet this problem and attract necessary funds for Investments in housing production. Among the measures to be explored
are the following:
(1) A clause In the mortgage providing for
adjustments yearly on the amount of only
the principal which is to be repaid, so that
it reflects reductions In the value and purchasing power of the dollar as shown by the
Department of Labor price Index; or
(2) A clause in the mortgage prOViding for
adjustments yearly in the amount of the
monthly payments for both principal and
interest based upon changes in the price
index; or
(3) A clause in the mortgage providing for
adjustments yearly In only the rate of interest which is to be paid on the unpaid balance of principal, so that it reflects changes
in the prevalling Interest rates or price levels
from year to year.
Any adjustment clauses must take into
account the ability to pay of the occupants
of the housing. While most people will enjoy
an increase in their Income to reflect Increases In the price indexes so that they can
afford to pay adjusted amounts on their
mortgages, there will be people who have
fixed incomes. In their cases, special provisions must be developed to assure that they
can afford to make the adjusted payments,
such as through an extension of the mortgage term.
(c) In Latin American countries, some
systems have been devised for adjustments
In mortgage payments which have worked
satisfactorily. However, Inflationary conditions have been so great In those countries
that mortgage adjustments were essential
to obtain long-term loans to finance housing
production. The proposed stUdy should ascertain whether we need a system of adjustments in mortgage payments in this country,
taking Into account present and future anticipated changes In the value of the dollar
and Its purchasing power.
CHAPX'ER JJ. NEED FOR EFFECTIVE INSTITUTIONS,
ADMINISTRATION AND FEDERAL-LOCAL RELATIONS
In itself, the enactment of adequate legislation will not achieve the goals set forth
in these recommendations; nor will It meet
the needs of the AmerIcan people or the crisis
in our cities. Laws are not self-executing. It

is necessary to assure the establishment of
effective institutions, administration, and
federal-local relations. NRC recommends
that HUD take the following actions to assure the effective execution o"f laws relating
to the programs under HUD's Jurisdiction:
1. Hun should redefine Its role to concentrate on major policies and on constructive
leadership in executing federal laws and to
grant greater local autonomy to local governments and agencies in undertaking and operating projects Involving Hun ald. NHC
believes this HUD role would constitute creative federalism. The expenditure of federal
monies should be SUbject to broad federal
guidelines. Through the years, there haS been
a continuing Increase in the burden and detall of HUD controls over local operations In
the conduct of HUD-alded programs. All
HUD controls should be eliminated which are
not required by federal law. We wl1l never
achieve the volume and expedition required
in programs authorized by the Congress unless there Is a decentralization of responslblllty to the local agencies Involved. The local
agencies can properly be held to account for
their responsibilities under programs. There
Is no reason to assume that there Is any less
Integrity and competence in local officials
than In federal officials.
2. As to matters Involving public agencies
or others which now require prior HUD administrative approval, HUD should expedite
programs by waiving such prior approval in
cases where the public agencies or others will
certl'fy and proclaim that they have complied
with all of the enumerated administrative
requirements of HUD. Upon such certification covering all applicable administrative
requirements, the pUblic agencies or others
should be allowed to proceed with their programs, SUbject to post audit by HUD that the
public agencies or others have conformed
with their certifications.
3. HUD should accelerate processing, production and decision-making by federal and
local officials and by participants In all HUD
programs, Including the establlshment of
time schedules for all actions required. There
should be a time limit for submissions of
applications. However, quallfied applications
should not be rejected because of technical
or insubstantial reasons, lack of money or
lack of a priority status according to a schedule established by HUD; likewise, applications should not be rejected In order to remove them 'from the pending work load.
4. After applications have been approved
and allocations made, there shall be a time
limit for contracting and execution. With
respect to requirements for HUD approval
after a contract or commitment Is issued,
there should be a recognition that HUD has
a certain period within Which to act; and,
failing such action on matters requiring
HUDs' approval, the proposal to HUD shall
thereby be accepted and considered approved.
5. Hun should act promptly in making allocations and commitments of all authorizatlons and funds made available by Congress.
Such allecations and commitments should be
based upon:
(a) The requests that are received within a
designated time which meet the applicable
statutory requirements; and
(b) The respective needs for the communlties involved. There should be no Impounding or holdback of funds. The money should
be allocated and committed as quickly as
possible. All monies should be made avallable based upcn the qualified requests that
are received within a prescribed time limit.
The guideline should be the need for the
program In the community Involved.
6. HOD should simplify its regulations and
conditions attached to Hun aid and eliminate the detailed controls over project development and operations. Such controls are
overly burdensome, costly, and tlme-consumIng. They discourage Initiative and Innovation. They are inconsistent with the achlevement of the goals established by law and the
larger goals recommended In this report.

7. HUD should eliIninlate c~I~;i:~~~i
and requirements among Its
units,
as applied to comparable programs. For example, the methods of determining incomes
under the publlc housing program are different from those under the rent supplement,
Interest assistance and below-market-interest-rate programs.
8. Civic or!'"anizatlons and citizens' councils have an appropriate role In furnishing
advice and recommendations. Where a municipal government has been established
whose officials are elected by the voters, the
elected officials shOUld give full consideration to the advice and recommendations of
such citizens organizations; however, the final responsibility for decisions shOUld properly reside In the elected officials on such
programs as urban renewal, model cities,
and neighborhood rehabilitation. Otherwise,
there wlll be a division of responslbllity
which will seriously Impede the progress of
these programs that are vitally Important to
the community.
9. To help achieve the housing goals and
enlist ali available resources, HUD shOUld
encourage full participation In Its programs
by cooperatives and other nonproflt organizations and local public agencies, In addition to limited-dividend sponsors and
bUilders.
10. HOD shOUld consult With representative groups of local public agencies and prIvate participants In each of its programs to
Identify problems which impede their progress and to develop workable solutions. For
this purpose HUD should establish:
(a) A federal-local committee on public
housing and urban renewal; such a committee functioned effectively for years until It
was discontinued.
(b) A federal-city committee on the model
cities program.
(c) Like committees of representatives
from the participants In each program; thus,
there should be a restoration of the committee of representatives of cooperatives participating In FHA programs.
Each such committee would meet periodically to give HUD first-hand experience concerning the operations of the HUD-alded program Involved. Such consultation shOUld result in quick and realistic action In eliminating obstacles and solving problems. OtherWise, such obstacles and problems are long
neglected, often because they are not known
or because HUD does not get proposals for solutions from those directly engaged In the
program.
TaIBUTE
The following was adopted by the membership of the National Housing Conference at
its 41st Annual Meeting on March 5, 1971:
IN TRIBUTE TO REPRESENTATIVE WILLIAM A.
BARRETT
The National Housing Conference honors
Congressman William A. Barrett for his 26
years of vigorous and able representation of
the first congressional district of Pennsylvania and Philadelphia In the House of Representatives, and for his foresight and leadership In providing effective housing and communlty development legislation.
As one of the original members of the
Housing Subcommittee of the Committee on
Banking and Currency, Congressman Barrett
has provided leadership and Initiative in all
the legislation the Housing SUbcommittee
has handled In Its history.
As Chairman of the Housing Subcommlttee since 1965, Congressman Barrett has
demonstrated the high qUalities of leadership
so necessary In the field of housing and community development legislation. Major legIslatlon enacted under his chairmanship includes the Housing and Urban Development
Act ·of 1965, the Model Cities Housing Act ot
1966, the Housing and Urban Development
Act of 1968, urban mass transportation leglslatlon, and most recently the Housing and
Urban Development Act of 1970.

Ap1'il 6, 197.'2

11743

CONGRESSIONAL RECORD-SENATE

In honoring Congressman Barrett for his
distinguished career, we look forward to his
continuing leadership in the years ahead.
IN RECOGNITION OF SENATOR ALLEN J. ELLENDER

The National Housing Conference honors
Senator Allen J. Ellender of LouIsiana for hIs
35 years of dedIcated service In the United
States Senate and for hIs long-term unswerving support for the cause of decent housIng
for all AmerIcans.
In 1945, Senator Ellender joined with the
late Senator Robert Wagner and the late
Senator Robert Taft In sponsorIng the Wagner-Ellender-Taft Bill. After many vicissitudes this pIoneering legIslation emerged as
the· Housing Act of 1949, stm the magna
charta of the movement for good housing and
community development 'and notable for its
first enunciation of the national goal of a
decent home in a suitable Hvlng environment
for every American family.
During the ensuIng years, Senator Ellender has maIntained his support for thIs goal.
In hIs present role as President protempore of
the United States Senate and Chairman of
the Senate Committee on ApproprIatIons,
Senator Ellender will be a powerful voice In
support of our objectives.
The National HousIng Conference applauds
his distinguIshed career and looks forward to
his contInued leadershIp.
OBITUARIES-1972
Members of the National Housing Conference, assembled for theIr 41st annual
meeting on March 5, 1972, adopted the statements that follow, honoring members whose
careers In housing, urban renewal and related
fields were ended by death during the year
just passed:
JOHN W. EDELMAN

A charter member of the National HousIng
conference, pioneer labor organizer, consumer advocate, and president emerItus of
the National Councll of Senior Citizens
which he helped to found, John W. Edelman
died last December 28 at his home in Arlington, Virginia.
John Edelman was a true activist. Born
In New Jersey but raised In England, he
began his publlc service at 14 as a local secretary for Britain's Independent Labor Party.
At 16 he joined his first labor union, and
spent the next 62 years of his llfe organizing
in the public Interest. He returned to the
United States In 1916, and for the next 20
years he held newspaper, teaching, trade
union and research posts.
He was the leading spirit In the creation
of Carl Mackley Homes in East Philadelphia
36 years ago, a low-cost cooperative housing
project financed with federal and private
funds, a pioneer effort to create housing for
lOW-income fam1l1es. From that effort the
Labor Housing Conference evolved, which
was later absorbed by the National Publlc
Housing Conference, now the Nationai HousIng Conference. He was equally persuasive in
union halls, before committees of the Congress, or as an advisor to Presidents. John
Edelman gave generously of his talents and
his spirit to the National Housing Conference
whose members dedicate themselves to helpIng keep that spirit allve.
JOHN BENNET BLANDFORD, JR.

John B. Blandford, Jr., first administrator
of the National Housing Agency, died In
Virginia following a heart attack. President
Frankl1n D. Roosevelt, Impressed by the administrative competence of John Blandford,
as the first general manager of the Tennessee
Valley Authority, called hIm to Washington
in 1942 to head the National Housing Agency,
whIch he had created by executive order to
coordinate the massIve housing effort of
World War II. WIthout statutory powers, he
coordinated the efforts of 16 agencies involved in housIng financing, slum clearance,
low-rent housing, and successfully carrIed
out the gIgantic war housing effort whIch to

this day has received little criticism and
much praise. It was under his adminIstration
that plans were perfected for the conversion
of Federal housIng efforts to peacetime purposes.
Because of his proven admInistrative skills,
President Truman assigned John Blandford
to serve as AmerIcan Advisor to the Government of China in 1946, a job that even hIs
rare talents could not master at that time.
While he never returned as an active particIpant In housing "Jack" Blandford kept In
touch, and his qualities of leadershIp are
sorely missed.
LIONEL F. ARTIS

One of the first low-rent pUblic housing
project managers In the nation. Lionel F.
Artis of Indianapolis died on september 1.
For 31 years he served as housing manager
of Lockfield Gardens, bUilt by the Public
Works AdmInistratIon in 1937 and transferred as an operating project to the UnIted
states Housing Authority. On hIs retIrement
in 1968 Mr. Artis became So visIting lecturer
for the graduate school of the IndIana UnIversIty school of social serVice, lecturIng
on community organization. In a te1evlslon
edItorial the day followingg his death, an
IndIanapolis statIon WFBM reporter said,
". . , he was consldered an expert on housIng matters. But people were hIs main Interest. Particularly black people and poor
people. And to them, he really devoted his
life."

c.

J. HAGGERTY

The death in 1971 of C. J. Haggerty, PresIdent of the BuildIng and Construction Trades
Department, AFL--CIO was a tragic loss to
Organized Labor and to the Nation. Born in
Boston in 1894, Mr. Haggerty spent his adult
life In Callfornla. When he was rising through
the ranks of labor in Los Angeles, Callfornia,
he was an effective champion of decent housIng for families of low and moderate Income. He brought informed, articulate support to housing programs at every level of
government, national, state, and local.
Mr. Haggerty was a member of the Board
of DIrectors of the National Housing Conference for 20 years, where his counsel was Invaluable. HIs ablllty to communicate wIth
persons in every walk of life, contrIbuted to
his effectIveness as an outstandIng leader In
the public Interest.
M. JUSTIN HERMAN

M. JustIn Herman, Executive Director of
the San Francisco Redevelopment Agency,
dIed at his home of a heart attack on August
30 at the age of 62. For nearly a quarter of a
century Justin Herman served the federal
government In various capacitIes as statIstIcian, economist, communIty relations specialist, and from 1951 to 1959 as the HousIng and Home FInance Agency's regIonal
director In San Francisco. From there he
moved into the city redevelopment agency's
top spot. From his work in San FrancIsco
he gained natIonal and international recognItion. Because he was a doer, a practIcal
dreamer who made great dreams come true,
he was often the center of controversy, from
whIch he never backed away.
Mayor Joseph L. Alioto of San Francisco
made the followIng statement as his personal
tribute to Justin Herman: "WIthout exaggeration, Justin Herman was the best publlc
servant I have ever known and probably
the best in the country. He added great
beauty and greater strength to the cIty he
loved. In his case It is literally true that he
Is Irreplaceable. He set for himself and for
San FrancIsco a standl>rd of excellence from
which no human force, virtuous or vIcious,
could defiect him." HIs thousands of frIends
and feilow members in the National Housing Conference, say "amen", and that he
dId the same for his country.
CHARLES J. HORAN

Charles J. Horan, who served the Department of Housing and Urban Develop-

ment aud its precedessor agencies for 31
years, died on March 25, 1971 at the age
of 59. At his death, !VIr. Horan was assIstant
regional administrator for renewal assistance
for HUD's Region II office in New York. He
entered government service as an economist
wIth the Federal HousIng Administration.
From 1943 to 1945 he was deputy regional
representatIve In San Francisco of the NatIonal Housing Agency, and served the same
agency In Chicago from 1945 to 1948. After
a brief perIod In the buildIng busIness Mr.
Horan returned to federal service an area supervIsor for the west and southwest of the
dIvisIon of slum clearance of the Housing
and Home Finance Agency. In 1955, he became regional dIrector of urban renewal in
the New York regional office, and when HUD
was organized in 1966 he assumed the assistant regional adminIstrator's post.
Charles Horan was known from one coast
to the other as the dean of regIonal renewal
directors who could listen to, communicate
with and learn from local officIals who were
making the program work on the front lines
where the action Is. His sense of humor,
his knowledge of the program, hIs ablllty to
cut red tape and make decIsIons brought
officials from all levels to hIs door for guIdance. They left his office wIth a good feeling
that the role of the federal government is
to help, not hinder. Members of the National Housing Conference are grateful for
Charles Horan's 31 years of leadershIp.
CARL J. MAYERHOEFER

Carl J. Mayerhoefer, an actIve NHC member for more than 20 years, and executIve
dIrector of the CincinnatI Metropolltan
Housing Authority sInce 1966, dIed August 8
of a heart attack. Mr. Mayerhoefer began
hIs long housing career In 1935 wIth the
housing divIsion of the Public Works administratIon. In 1938 he was transferred to
WashIngton, D.C. as project aUditor of the
United States Housing AuthorIty and worked
In Cleveland and ChIcago as supervIsing audItor for several states durIng the next decade. As a traveling auditor Carl Mayerhoefer
became vItally concerned with legislative and
administratIve pollcles, and how and why
they were conceIved. He become active In
the councIls of the NatIonal Housing Conference to which he brought a Wide varIety
of local experIence.
Carl Mayerhoefer joIned the CincinnatI
Metropolitan Housing Authority in 1949 as
comptroller, becomIng assistant dIrector for
finance and development before assuming
the dIrectorshIp In 1966. He was also actIve
in local, regional and natIonal actiVities of
NAHRO.
MRS. ANNE MASON ROBERTS

One of the most beautiful people In
housing, Mrs. Anne Mason Roberts died
October 17 in New York CIty at the age of
61. She was deputy admInIstrator of the
New York regIon of the Department of HousIng and Urban Development at the tIme of
her death.
Mrs. Roberts' first identification with the
National Housing Conference came as a reppresentative of the National Council of Negro
Women, in helpIng to plan post-World War
II housing strategy and programs. She began
her career as a teacher in Cincinnati, and
later shifted to federal service as consumer
relations officer for the Office of Price AdmInistration. In 1950 she became a racIal relatIons officer under Dr. Frank Horne in the
HousIng and Home Finance Agency. In HHFA
she moved through a serIes of assignments as
housing eeonomist, relocation specIalIst and
deputy regIonal dIrector of HHFA's New York
renewal office. Mrs. Roberts was a former
executive director of New York City's antipoverty program and a member of the national advisory committee on international
housing for the Agency for InternatIonal Development. She was the recipient of the hIghest award a government employee can received-the DistinguIshed ServIce Award.
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:President Nixon, in eulogy at the time.ot
her death, said ot Mrs. Roberts: "She translated her boundless and untiring concern tor
our less fortunate citizens, and produced
enduring benefits in the lives ot those to
whom she was committed,"
At the funeral services for Mrs. Roberts,
eulogies were delivered by former HUn Secretary Robert C. Weaver; HUD Under-Secretary Richard Van Dusen; New York City
Housing Authority Chairman Simeon Golar;
and fonner executive director ot the United
Neighborhood Houses, Helen Harris. Her
greatest tribute came from the silent tears
from countless nameless people whose lives
were better because she has passed their
way.
JULIUS

f't

J ULES" SEAMAN

Julius Seaman, chief of the Bureau of
Housing of New Jersey's Department of Community Affairs, died on May 3, 1971, bringing
to a close a distinguished career in housing
at the level of state government, which had
few parallels in the nation. Beginning as an
assistant to the late Joseph Nevin, they created a state agency in post World War II
years that produced homes for families of
low and moderate income, in cooperation
with, and not in competition to, local housing agencies.
"Jules" Seaman helped coordinate housing
and renewal activities throughout New Jersey
in a manner that increased the strength and
credibility of the housing program at every
level of government, national, state, and
local. His counsel was greatly valued by the
National Housing Conference.
Members of the National Housing Conference assembled for their 1972 Annual Meeting
pause in their deliberations tor a moments
of silent tribute to their departed members,
and direct that their families be advised of
our gratitUde for having been permitted to
share their lives ot those they loved.

IN

REcOGNITION OF SENATOR
ALLEN J. ELLENDER

The National Housing Conference honors
Senator Allen J. Ellender of Louisiana for his
35 years of dedicated service in the United
States senate and for his long-term unswerving support for the cause of decent housing
for all Americans.
In 1945. senator Ellender joined with the
late Senator Robert Wagner and the late
Senator Robert Taft in sponsoring the
Wagner-Ellender-Taft Bill. After many vicissitUdes this pioneering legislation emerged
as the Housing Act of 1949, still the magna
charta of the movement for good housing and
community development and notable for its
first enunciation of the national goal of a
decent home in a suitable living environment
for every American family.
During the ensuing years, Senator Ellender has maintained his support for this
goal. In his present role as President protempore of the United States Senate and
Chairman of the Senate Committee on Appropriations, Senator Ellender wUl be a
powerful voice in support of our objectives.
The National flousing Conference applauds
his distinguished career and looks forward
to his continued leadership.
By Resolution of the Membership of The
National Housing Conference, Washington,
D.C., March 5. 1972.
IN

TRIBUTE TO REPRESENTATIVE
WILLIAM A. BARRETT

The National Housing Conference honors
Congressman WUliam A. Barrett for his 26
years of vigorous and able representation of
the first congressional district of Pennsylvania and Philadelphia in the House of Reppresentatives, and for his foresight and
leadership in prOViding effective housing and
community development legislation.
As one of the original members of the

HoUsing SU'b(l()triniitteeot the Committee on
Banking and Currency, Congressman Barrett
has provided leadership and initiative in all
the legislation the Housing Subcommittee
has handled in its history.
As Chairman of the Housing SUbcommittee since 1965, Congressman Barrett has
demonstrated the high qualities of leadership so necessary in the field of housing and
community development legislation. Major
legislation enacted under his chairmanship
includes the Housing and Urban Development Act of 1965, the Model Cities Housing
Act of 1966. the Housing and Urban Development Act of 1968. urban mass transportation legisla.tion. and most recently the
Housing a.nd Urban Development Act of 1970.
In honoring Congressman Barrett for his
distinguished career, we look forward to his
continuing leadership in the years ahead.
By Resolution of the Membership of The
National Housing Conference, Washington,
D.C., March 5, 1972.

EXPENDITURE OF FOREIGN CURRENCIES AND APPROPRIATED
FUNDS BY THE COMMITTEE ON
COMMERCE
Mr. ELLENDER. Mr. President, in
accordance with the Mutual Security Act
of 1954, as amended, I ask unanimous
consent to have printed in the RECORD
the report of the Committee on Commerce of the Senate concerning the foreign currencies and U.S. dollars utilized
by it in calendar year 1971 in connection
with foreign travel.
There being no objection, the report
was ordered to be printed in the RECORD,
as follows:

REPORT OF EXPENDITURE OF FOREIGN CURRENCIES AND APPROPRIATED FUNDS 8Y THE COMMITTEE ON COMMERCE, U.S. SENATE, EXPENDED BETWEEN JAN. 1 AND DEC. 31. 1971
lodging

Name of currency

Name and country

Miscellaneous

Transportation

Meals

U.S. dollar I
equivalent
Foreign
or U.S.
currency
currency

U.S. dollar I
equivalent
Foreign
or U.S.
currency
currency

U.S. dollar I
equivalent
Foreign
or U.S.
currency
currency

Foreign
currency

U.S. dnllar I
equivalent
or U.S.
currency

57.19
44.78
108.85
1,094.08

112.80
26.98
217.20
61. 60
530.40
102.32
._______ __ _

970.22
1,057.50
3, 396.00
3,927.76

232.18
300.00
658.22
1,094.08

1,304.90

190.90

179.66
873.00

972.00

35.00
200.00
30.00
45.00
4.00

337.50
717.60
2.088.00
20.50
248.50

150.00
567.02
1,392.00
25.48
2,309.30

45.00
130.00
30.00
50.00
71.00

326.00 ____________
Vance Hartke:
France
Germany
Sweden
England

F. franc____________
D. marks..
.__
Krone'-____________
Pounds___________ __
Bel~i~m----.------------------- Francs
Tums'a_______ __ __ __
__ ___ __ __ Dlnars
.

•

220.94
103.40
144.28
44.92
2,450.38

40.00
30.00
28.00
109.00
49.00
••
•

607.06
248.60
371. 32
16.93
2,549.62

256.00

__

110.00
70.00
72. 00
41. 00
51.00

.

258.37

451. 40
50.20
7,400.00
402.417

87.52
121. 70
149.10
766. 51

344.00

~i~W:~O£tiles::::::::::::::::::: ~.S~dl~fl~rs:::::::::: :::::::::::::::::::::: ::::::::::::::::::::::::: ~::~~:~~
Sublotal

Joseph H. Kimmill:
Finland.
Sweden
Norway.•
Denmark
Italy

••

•

F. marks
S. krone'N. krone'D. kroner..
lire

Footnotes at end of table.

.

•

__
259.23
__
390.00
•
462.28
_
570.00
_ 93,163. 00

•

62. 62
76.85
67.29
77.55
151. 24

151.32
103.28
230.96
150.01
30,037.00

•

36.55
20.35
33.62
20.41
48.76

::
•

319
448.67
588.99
542.10

2,019.69

1,125.00
2,553.62
6,960.00
72. 72
2.711.80

170.00 _____ • ______

.

_
_
_
_

2.257.54
352.00
967.00
112.05
-36.27 14,200.00
_
402.417
36.27
__

2,019.47

~~::~:_::::::::::::-- -- - iso: 60-__ .~::~~: ~~_

2,082.12
150.00

1.383.20.

Kwan Sai Kheong:

_

50.00
30.00
20.00
30.00
40.00

2.284.48
1,146.69
873.00

4, 678. 50
3,106.15

238.24

20.00
375.00
165.00
102.57
20.00
1,392.00
61.48
12.34
140.00
659.80
863.85 ____________

1,429.54

_

238.24

1,052.66
262.50
1.104.00
2,088.00
14.40
14.00

Total

U.S. dollar I
equivalent
Foreign
or U.S.
currency
currency

2,082.12.
77.01
88.92
83.18
.____
87.15

.
1,800.00

•
_

. ___

150.00

3.45
14.22
288.81
14.99

.83
2.80
42.04
2.04

•

408.37
100.00
187.52
271. 70
285.37
766.51

.

2,232.12

733.00
956.17
1,571. 04
735.00
• 123,742.10

177.01
188.92
226.13
100.00
287.15

,

