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8.3295 

JFtintQtfonrth ~ongrtss of tht ilnittd ~tatts of 2lmcrica 
AT THE SECOND SESSION 

Begun and held at the City of Washington on Monday, the nineteenth day of January, 
one thousand nine hundred and seventy-six 

Sln Slct 
'l'o amend and extend laws relating to housing and community development. 

Be it enaeted by the Senate and House of Representatives of tlw 
United States of America in Oongr·ess assembled, 

SHORT TITLE 

SECTION 1. This Act may be cited as t.he "Housing Authorization 
Act of 1976". · 

AMENDMENTS '1'0 'l'HE UNITED STATES HOUSING ACT OF 1937 

SEc. 2. (a) Section 5(c) of the United States Housing Act of 1937 
is amended-

( 1) by striking out the first sentence and inserting in lieu 
thereof the following new sentence: "The Secretary is authorized 
to enter into contracts for annual contributions aggregating not 
more than $1,524,000,000 per annum, which limit shall be increased 
by $965,000,000 on July 1, 1974, by $662,300,000 on July 1, 1975, 
and by $850,000,000 on October 1, 1976, except that the additional 
authority to enter into contracts for annual contributions pro
vided on or after July 1, 1975, shall be effective only in such 
amounts as may be approved in appropriation Acts."; and 

(2) by inserting immediately after "on July 1, 1975," in the 
fourth sentence thereof the following: "and by not less than 
$17,000,000 J;>er annum on October 1, 1976,". 

(h) ( 1) Effective on October 1, 1976, the seco~d and third sentences 
of section 5 (c) of such Act are amended to read as follows: "Of the 
additional authority to enter into contracts for annual contributions 
provided on October 1, 1976, and approved in appropriation Acts, the 
Secretary shall (A) make available at least $60,000,000 for the 
modernization of low-income housing projects, and (B) make avail
able at least $140,000,000 to assist in financing low-income housing 
projects for ownership by public housing agencies other than under 
section 8, of which not less than $100,000,000 shall be available only 
for the purpose of financing the construction or substantial rehabilita
tion of low-income housing projects. The Secretary, in utilizing the 
additional authority to enter into contracts for annual contributions 
provided on October 1, 1976, shall administer the programs authorized 
by this Act to provide assistance for new, substantially rehabilitated, 
and existing units, to the maximum extent practicable and consistent 
with section 213 (d) of the Housing and Community Development Act 
of 1974, in accordance with the goals of units of general local govern
ment for such types of housing as reflected in their housing assistance 
plans prepared pursuant to section 104(a) ( 4) of such Act.". 

( 2) Effective on October 1, 1976, the fourth sentence of section 5 (c) 
of such Act is amended by striking out "to the amount of contracts 
for annual contributions required to be entered into by the Secretary 
under the second sentence of this subsection". 

, 
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(c) Section 9 (c) of such Act is amended to read as follows: 
" (c) There are authorized to be appropriated, for the purpose of 

providing annual contributions pursuant to this section not to exceed 
$535,000,000 on or after July 1, 1975, not to exceed $80,000,000 on or 
after July 1, 1976, and not to exceed $576,000,000 on or after October 1, 
1976.". 

(d) Section 8 (c) ( 4) of such Act is amended by striking out the 
period at the end thereof and inserting in lieu thereof the following: 
", and, subject to the provisions of the following sentence, such pay
ments may be made, in the case of a newly constructed or substantially 
rehabilitated project, after such sixty-day period in an amount equal 
to the debt service attributable to such an unoccupied dwelling unit 
for a period not to exceed one year, if a good faith effort is being made 
to fill the unit and the unit provides decent, safe, and sanitary housing. 
No such payment may be made after such sixty-day period (i) if the 
unoecupied unit is in a project insured under the National Housing 
Act, except pursuant to section 244 of such Act, or ( ii) if the Secretary 
determines that the dwelling unit is in a project which provides the 
owner with revenues exceeding the costs incurred by such owner with 
respect to such project.". 

(e) Section 8 (f) of such Act is amended by striking out "and" at 
the end of paragraph ( 4), by striking out the period at the end of 
paragraph ( 5) and inserting in lieu thereof "; and", and by adding 
the following new paragraph at the end thereof: 

"(6) the term 'debt service' means the required payments for 
principal and interest made with respect to a mortgage secured 
by housing assisted under this Act.". 

(f) The third sentence of section 3(2) of such Act is amended by 
striking out the word "and" before " (C)" and inserting before the 
semieolon the following: "and (D) other single persons in circum
stances described in regulations of the Secretary : Provided, That in 
no event shall more than 10 percent of the units under the jurisdiction 
of any public housing agency be occupied by single persons under this 
1clause 1(D): P1'ovided fu.rther, That in determining priority for 
admission to housing under this Act the Secretary shall give preference 
to those single persons who are elderly, handicapped, or displaced 
before those eligible under this clause (D)". 

(g) Section 8(e) (1) of such Act is amended by inserting after 
"State or local agency" the following: "or the Farmers' Home 
Administration". 

(h) Notwithstanding any other provision of law, the value of any 
assistance paid with respect to a dwelling unit under the United States 
Housing Act of 1937, the National Housing Act, section 101 of the 
Housing and Urban Development Act of 1965, or title V of the 
Housing Act of 1949 may not be considered as income or a resource 
for the purpose of determining the eligibility of, or the amount of 
the benefits payable to, any person living in such unit for assistance 
under title XVI of the Social Security Act. This subsection shall 
become effective on October 1, 1976. 

SECTION 2 35 HOJI,fEOWNERSHIP PROGRAM 

SEC: ~· (a) Section 235 ( m) of the ~ atio~al ~ol:!sing Aet is amended 
by stnkmg out "June 30, 1976" and msertmg m heu thereof "Septem
ber 30, 1977". 

' 
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(b) The last proviso in section 235 (b) (2) of such Act is amended 
by striking out "$21,600'\ "$25,200", "$25,200", and "$28,800" and 
inserting in lieu thereof "$25,000", "$29,000", "$29,000", and "$33,000", 
respectively. 

(c) Section 235 ( i) ( 3) (B) of such Act is amended by striking out 
"$21,600", "$25,200", "$25,200", and "$28,800" and inserting in lieu 
thereof "$25,000", "$29,000", "$29,000", and "$33,000", respectively. 

(d) Section 221 (d) ( 2) (A) of such Act is amended-
( 1) by striking out "$21,600" and "$25,200" in the matter 

preceding the first proviso and inserting in lieu thereof "$25,000" 
and "$29,000", respectively; and 

(2) by striking out "$25,200" and "$28,800" in the second 
proviso and inserting in lieu thereof "$29,000" and "$33,000", 
respectively. 

(e) Section 235(h) (2) of such Act is amended by striking out "80 
per centum" wherever it appears and inserting in lieu thereof "95 
per centum". 

(f) ( 1) Section 235 (a) of such Act is amended-
( A) by inserting"(!)" immediately after "(a)"; and 
(B) by adding at the end thereof the following: 

" ( 2) (A) Notwithstanding any other provision of this section, the 
Secretary is authorized to make periodic assistance payments under 
this section on behalf of families whose incomes do not exceed the 
maximum income limits prescribed pursuant to subsection (h) (2) 
of this section for the purpose of assisting such families in acquiring 
ownership of a mobile home consisting of two or more modules and 
a lot on which such mobile home is or will be situated, except that 
periodic assistance payments pursuant to this paragraph shall not be 
made with respect to more than 20 per centum of the total number of 
units with respect to which assistance is approved under this section 
after January 1,1976. Assistance payments under this section pursuant 
to this paragraph shall be accomplished through payments on behalf 
of an owner of lower-income of a mobile home as described in the 
preceding sentence to the financial institution which makes the loan, 
advance of credit., ?r purchase of an obligation representing the loan 
or advance of credit to finance the purchase of the mobile home and 
the lot on which such mobile home is or will be situated, but only if 
insurance under section 2 of this Act covering such loan, advance of 
eredit, or obligation has been granted to such institution. 

"(B) Notwithstanding the provisions of subsection (c) of this sec
tion, assistance payments pr·ovided pursuant to this paragraph shall 
he in an amount not exceeding the lesser of-

"(i) the balance ofthe monthly payment for principal, interest, 
real and personal property taxes, insurance, and insurance pre
mium chargeable under section 2 of this Act due under the loan 
or advance of credit remaining unpaid after applying 20 per 
centum of the mobile homeowner's income; or 

" ( ii) the difference betwe.en the amount of the monthly pay
ment for principal, interest, and insurance premium chargeable 
nnder section 2 of this Act which the mobile homeowner is obli
gated to pay under the loan or advance of credit and the monthly 
payment of principal and interest which the owner would be 
obligated to pay if the loan or advance of credit were to bear 
interest at a rate derived by subtracting from the interest rat.e 
applicable to such loan or advance of credit the interest rate dif
ferential between the maximum interest rate plus mortgage insur
ance premium applicable to mortgages insured under subsection 

' 
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(i) of this sootion at the time such loan or advance of credit is 
made and the interest rate which such mortgages are presumed, 
under regulations prescribed by the Secretary, to bear for pur
poses of subsection (c) (2) of this sootion." 

(2) Section 235(e) of such Act is amended by inserting "(a) (2) 
(B)," immediately before" ( c} ". 

SECTIO:N 236 AMENDMENTS 

SEc. 4. (a) Section 236 ( n) of the National Housing Act is amended 
by striking out "June 30, 1976" and inserting in lieu thereof "Septem
ber 30, 1977". 

(b) Section 236(f) (2) of such Act is amended-
(1) by inserting " (including the amount allowed for utilities 

in the case of a project with separate utility metering)" imme
diately after "basic rentals" in the first sentence thereof and by 
striking out everything in such sentence which follows "of therr 
income" and inserting in lieu thereof a period; and 

(2) by inserting " (including the amount allowed for utilities 
in the case of a project with separate utility metering)" imme
diately after "rental payment'' in the second sentence thereof and 
by striking out everything in such sentence which follows "ten
ant's income" and inserting in lieu thereof a period. 

FHA S"(JPPLEMENTAL LOANS FOR HOSPITALS 

SEc. 5. Section 241 (a) of the National Housing Act is 
amended-

(1) by inserting ", hospital," immediately after "multifamily 
project" in the first sentence thereof; 

(2) by inserting", hospital," immediately after "such project" 
in the material preceding the proviso in the second sentence there
of; and 

( 3) by inserting ", hospital," immediately before "or a group 
practice facility" and immediately before "or facility" in the 
proviso in the second sentence thereof. 

CO-INSURANCE 

SEc. 6. (a) Section 244 of the National Housing Act is amended by 
inserting at the end thereof the following new subsection : 

"(g) (1} '\Vhere the mortgagee is a public housing agency or an 
insured depository institution and the mortgage covers a multifamily 
housing project, the co-insurance contract may provide that the mort
gagee assume ( i) the full amount of any loss on the insured mortgage 
up to an amount equal to a fixed percentage of the outstanding prin
cipal balance of the mortgage at the time of claim for insurance 
benefits, or ( ii) the full amount of any losses on insured mortgages in 
a portfolio of mortgages approved by the Secretary up to an amount 
equal to a fixed percentage of the outstanding principal balance of all 
mortgages in such portfolio at the time of claim for insurance benefits 
on a mortgage in the portfolio, plus a share of any loss in excess of the 
amount under clause ( i) or ( ii), whichever is applicable. 

"(2) The second sentence of subsection (d) shall not apply to mort
gages made to public housing agencies, but for purposes of such second 
sentence such mortgages shall not be counted in the aggregate prin
cipal amount of all mortgages insured under this title. 

' 
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"(3) The Secretary may make loans, from the applicable insurance 
fund, to public housmg ageneies in connection with mortgages which 
have been insured pursuant to this subsection and which are in default. 

" ( 4) The Secretary may insure and make a commitment to insure 
in connection with a co-insurance contract pursuant to this sub!*'.eition 
(A) a mortgage on a project assisted under the second proviso in the 
first sentence of section 236(b) of this Act, and (B) a mortgage or 
advance on a mortgage made to a public housing agency on a project 
under construction which is not approved for insurance prior to 
construction. 

" ( 5) As used in this subsection, the term 'public housing agency' has 
the same meaning as in section 3(6) of the United States Housing Act 
of 1937, and the term 'insured depository institution' means any sav
ings bank, savings and loan association, commercial bank or other such 
depository institution whose deposits are insured by the Federal 
Deposit Insurance Corporation, by the Federal Savings and Loan 
Insurance Corporation, or by an agency or instrumentality of a State. 

"(6) Notwithstanding any other provision of this Act, the Secre
tary may include in the determination of replacement cost of a project 
to be covered by a mortgage made to a public housing agency and 
insured pursuant to this subsection, such re..serves and development 
costs, not to exceed 5 per centum of the amount otherwise allowable, 
as may be established or authorized by the public housing agencl 
consistent with such agency's procedures ru1d underwriting standards.' . 

(b) Section 244 (a) of such Act is amended by adding the following 
new sentence at the end thereof: "A mortgagee which enters into a con
tract of co-insurance under this section shall not by reason of such 
contract, or its adherence to such contract or applicable regulations of 
the Secretary, includin~ provisions relating to the retention of risks in 
the event of sale or assignment of a mortgage, be made subject to any 
State law regulating the business of insurance.". 

EXPERIMENTAL FINANCING 

SEc. 7. Section 245 of theN ational Housing Act is amended by strik
ing out ".June 30, 1976" and inserting in lieu thereof "Sepwmber 30, 
1977". 

MULTIFA1\HLY MORTGAGE LIMITS 

SEc. 8. (a) The National Housing Act is amended by striking out 
"by not to exceed 75 per centum in any geographical area" where it 
appears in sections 207(c) (3), 213(b)(2), 220(d) (3) (B) (iii), 221 
(d) (3) (ii), 221(d) (4) (ii), 231(c) (2), and 234(e) (3) and inserting 
in lieu thereof in each such section "by not to exceed 50 per centum in 
any geographical area". 

(b) (1) (A) Section 207(c) (3) of the National Housing Act is 
amended by striking out "$13,000", "$18,000", "$21,500", "$26,500", 
"$30,000", and "$3,250" in the matter preceding the first semicolon 
and inserting in lieu thereof "$19,500", "$21,600", "$25,800", "$31,800", 
"$36,000", and "$3,900", respectively. 

(B) Section 207(c) (3) of such Act is further amended by striking 
out "$15,000", "$21,000", "$25,750", "$32,250", and "$36,465" in the 
matter following the first semicolon and inserting in lieu thereof 
"$22,500", "$25,200", "$30,900", "$38,700", and "$43,758", respectively. 

(2) (A) Section 213(b) (2) of such Act is amended by striking out 
"$13,000", "$18,000", "$21,500", "$26,500", and "$30,000" in the 
matter preceding the first proviso and inserting in lieu thereof 
"$19,500", "$21,600", "$25,800", "$31,800", and "$36,000", respectively. 

' 
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(B) Section 213 (b) ( 2) of such Act is further amended by striking 
out "$15,000", "$21,00<)'', "825,750", "$32,250", and "$36,465" in the 
first proviso and inserting in lieu thereof "$22,500", "$25,200", 
"$30,900", "$38,700", and "$-13,758", respectively. 

(3) (A) Section 220(d) (8) (B) (iii) of such Act is amended by 
striking out "$13,000", "$18,000'', "$21,500", "$26,500", and "$30,000" 
in the matter preceding "excepf' where it first appears and inserting 
in lieu thereof "SJ 9,50iY\ "$21 ,GOO", "$25,800", "$;31,800", and "$36,000'', 
respectively. 

(B) S0ction 220 (d) ( 3) (B) (iii) of such Act is further amended by 
striking out "$15,000", "$21,000", "$25,750", "$32,250", and "$36,465" 
in the matter following "except" where it first appears and inserting 
in lieu thereof "$22,500", "$25,200", "$30,900", "$38,700", and "$43,758", 
respectively. 

( 4) Section 221 (d) ( 3) ( ii) of such Act is amended-
( A) by striking out "$11,240", "$15,540", "$18,630", "$23,460", 

and "$26,570" and inserting in lieu thereof "$16,860", "$18,648", 
"$22.35H''. "S2fU:!::~'', nnd ";:mL884", respeetively; and 

(B) by striking out "~ll3,120". "$18,()30", "$22,080", "$27 ,600", 
and "$i52,000'' nnd inserting in lieu thereof "$19,680", "$22,356", 
"$26,49()'', "$>33.120", and "~;)38/100'', respectively. 

( 5) (A) Section 221 (d) ( 4) ( ii) of such Act is amended b7 striking 
out "$12,300'', "$17,188", "$20,525", "$24,700", and "$29,038" in the 
matter preceding the first semicolon and inserting in lieu thereof 
"$18,450", "$20,625", "$24,630", "$29,640", and "$34,846", respectively. 

(B) Section 221 (d) ( 4) ( ii) of such Act is further amended by strik
ing out "$13,975", "$20,025", "$24,350", "$31,500", and "$34,578'' in the 
matter following the first semicolon and inserting in lieu thereof 
'$20,962", "$24,030", "$29,220", "$37,800", and "$41,494", respectively. 

( ()) (A) Section 231 (c) ( 2) of such Act is amended by striking out 
"$12,300", "$17,188", "$20,525", "$24,700", and "$29,038" in the matter 
precedin~ the first semicolon and inserting in lieu thereof "$18,450", 
"$20,625', "$24,630", "$29,640", and "$.34,846", respectively. 

(B) Section 231(c) (2) of ~;mch Act is :further amended by striking 
out "$13,975'\ "$20,025'\ "$24,:350", "$31,500", and "$34,578" in the 
matter following the first semicolon and inserting in lieu thereof 
''$20,962", "$24,030", "$29,220", "$37,800", and "$41,494", respectively. 

(7) (A) Section 234(c) (3) of such Act is amended by striking out 
"$13,000", "$18,000", "$21,500", "$26,500", and "$30,000" in the matter 
preceding the first semicolon and inserting in lieu thereof "$19,500", 
"$21,600", "$25,800", "$31,800", and "$36,000", respectively. 

(B) Section 234 (e) ( 3) of such Act is further amended by striking 
out "$15,000", "$21,000", "$25,750", "$32,250", and "$36,465" in the 
matter following the first semicolon and inserting in lieu thereof 
"$22,500", "$25,200", "$30,900", "$1)8,700", and "$43,758", respectively. 

CORRECTION OF DEFECTS 

SEc. 9. (a) (1) Section 518(b) of the National Housing Act is 
amended by striking out "not more than nineteen months after the 
date of enactment of the Housing and Community Development Act 
of 1974" in the first sentence thereof and inserting in lieu thereof "not 
more than four months after the date of enactment of the Housing 
Authorization Act o:f 1976". 
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(2) Section 518(b) of such Act is amended by striking out the last 
sentence and inserting in lieu thereof the following: "Expenditures 
pursuant to this subsection shall be made from the insurance fund 
chargeable for insurance benefits on the mortgage covering the struc
ture to which the expenditures relat.e. There are hereby authorized to 
be appropriated such sums as may be necessary to cover the costs of 
such expenditures not otherwise provided for.". 

(b) Section 518 of the National Housing Act is amended by adding 
at the end thereof the following new subsections: 

" (d) The Secretary is authorized to make expenditures to correct or 
to reimburse the owner for the correction of structural or other major 
defects which so seriously affect use and liveability as to create a serious 
danger to the life or safety of inhabitants of any one-, two-, three-, 
or four-family dwelling which is more than one year old on the dat.e 
of issuance of the insurance commitment, is located in an older, declin
ing urban area, and is covered by a mortgage insured under section 
203 or 221 on or after January 1, 1973, but prior to the date of enact
ment of this subsection if (1) the owner requests assistance from the 
Secretary not more than one year after the date of enactment of this 
subsection, and (2) the de.fect is one that existed on the date of the 
issuance of the insurance commitment and is one that a proper inspec
tion could reasonably have been expected to have disclosed. The Secre
tary may r~uire from the seller of any such dwelling an agreement to 
reimburse h1m for any payments made pursuant to this subsection 
with respect to such dwelling. Expenditures pursuant to this subsection 
shall be made from the insurance fund chargeable for insurance bene
fits on the mortgage covering the structure to which the expenditures 
relate. There are hereby authorized to be appropriated such sums as 
may be necessary to cover the costs of such expenditures not otherwise 
provided for. 

"(e) The Secretary of Housing and Urban Development is author
ized and directed to conduct a full and complete investigation and 
study and report to Congress, with recommendations, not later than 
March 1, 1977, with respect to an effective program for protecting 
home buyers from hidden or undisclosed defects seriously affecting 
the use and livability of the home, which would be applicable to exist
ing homes financed with mortgages insured under this Act. In the 
study and report the Secretary shall particularly investigate the need 
for, cost and feasible structure of, a national home inspection and 
warranty program, with respect to such homes, to be operated by the 
Federal Government out of fees assessed on the home buyer and 
amortized over a period of two years. The Secretary's report shall also 
present an analysis of alternative Federal programs to meet these 
needs, and the cost and meo~ns of financing such programs. In the 
report the Secretary shall also outline administrative steps which can 
be taken to provide disclosure to purchasers of existing homes financed 
with mortgages insured under this Act of the actual condition of the 
home and the types of repairs or replacements likely to be needed 
within a period of two vears, such as repairs or replacement of fur
nace, roof or major appliances, based on age and useful life expectancy 
of such appurtenances.". 

GENERAJ, INSUR..<\.NCE FUND AUTHORIZATION 

SEc. 10. Section 519 of the National Housing Act is amended by 
adding at the end thereof the following new subsection: 

" (f) There are authorized to be appropriated to cover losses sus
tained by the General Insurance Fund not to exceed $500,000,000.". 

' ',£'. 
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HOUSING FOR TIIE ELDERLY 

SEc. 11. (a) Section 202 (a) ( 4) (B) ( i) of the Housing Act of 1959 
is amended-

( 1) by striking out "$800,000,000" in the first sentence and 
inserting in lieu thereof "$1,475,000,000, which amount shall be 
increased to $2,387,500,000 on October 1, 1977, and to $3,300,000,000 
on October 1, 1978"; and 

( 2) by inserting the following new sentence at the end thereof: 
"The Secretary may not issue notes or other obligations to the 
Secretary of the Treasury pursuant to this section in an aggre
gate amount exceeding $800,000,000 except as approved in appro
priation Acts.". 

(b) Section 202 (d) ( 4) o£ such Act is amended by adding the fol
lowing new sentence at the end thereof: "Notwithstanding the preced
ing provisions of this paragraph, the tBrm 'elderly or handicapJ?ed 
families' ineludes two or more elderly or handicapped persons livmg 
together, one or more such persons living with another person who is 
determined (under regulations prescribed by the Secret,ary) to be 
essential to their care or well-being, and the surviving member or mem
bers of any family described in the first sentence of this paragraph 'who 
were living, in a unit assisted under this section, with the deceased 
member of the family at the time of his or her death.". 

(c) ( 1) Section 202 (a) ( ii) of such Act is amended by striking out 
"current average market yield on outstanding marketable obligations 
of the "Cnited States with remaining periods to maturity comparable 
to the average maturities of such loans" and inserting in lieu thereof 
the following: "average interest rate on all intBrest bearing obliga
tions of the United States then forming a part of the public debt, 
computed at the end of the fiscal year next preceding the date on which 
the loan is made". 

(2) The second sentence of section 202(a) (4) (B) (i) of such Act is 
a1nended by striking out "the current average market yield on out
standing marketable obligations of the Fnited States of comparable 
maturities during the month preceding the issuance of the notes or 
other obligations", and inserting in lieu thereof the following: "the 
average interest rate on all interest bearing obligations of the United 
States then forming a part of the public debt, computed at the end of 
the fiscal year next preceding the date on which the loan is made". 

REHABILITATION LOAN PROGRAM 

SEc. 12. (a) Section 312 (d) of the Housing Act of 1964 is amended-
( 1) by striking out "and not to exceed $100,000,000 for the fiscal 

year beginning on July 1, 1975'' and inserting in lieu thereof "not 
to exceed $100,000,000 for the fiscal year beginning on July 1, 1975, 
and not to exceed $100,000,000 for the fiscal year beginning on 
October 1, 1976"; and -

(2) by adding at the end thereof the following new sentence: 
"The amount of commitments to make loans pursuant to this sec
tion entered into after August 22, 1976, shall not exceBd amounts 
approved in appropriation Acts.". 

(b) Section 312 (h) of such Act is amended to read as follows: 
"(h) No loan shall be made under this section after September 30, 

1977, except pursuant to a contract, commitment, or other obligation 
entered into pursuant to this section prior to October 1, 1977.". 

' 
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EMERGENCY HOUirrNG 

SEc. 13. (a) Section l09(b) of the Emergency Homeowners' Relief 
Act is amended by striking out "June 30, 1976" and inserting in lieu 
thereof "September 30, 1977". 

(b) The first sentence of section 110 (a) of such Act is amended
(!) by striking out "Until one year from the date of enactment 

of this title, each" and inserting in lieu thereof "Each"; 
(2) by inserting "prior to October 1, 1977," immediately after 

" ( 1) " ; and 
(3) by inserting "until one year from the date of enactment 

of tlris title," immediately after " ( 2) ". 
(c) Section 111 of such Act is amended by striking out "July 1, 

1976" and inserting in lieu thereof "October 1, 1977". 
(d) Section 3(b) of the Emergency Home Purchase Assistance Act 

of 1974: is amended by striking out "July 1, 1976" and inserting in 
lieu thereof "October 1, 1977". 

(e) (1) Section 313(b) of the National Housing Act is amended by 
strikinf? out the .Period at the end thereof and inserting in lieu thereof 
" ; and' , and by mserting the following at the end thereof: 

"(D) such mortgage involves a principal residence the sales 
price of which does not exceed $48,000 ($52,000 in high-cost areas 
as determined by the Secretary) per family residence or dwelling 
unit, except that such sales price in Alaska, Hawaii, and Guam 
may not exceed $65,000.". 

(2) The amendment made by paragraph (1) shall apply only with 
respect to mortgages purchased pursuant to commitments made after 
the date of the enactment of this Act. 

FLOOD INSURANCE 

SEc. 14:. (a) Section 202 (b) of the Flood Disaster Protection Act of 
1973 is amended by striking out all that follows "shall not apply to" 
and inserting in lieu thereof the followin : "(1) any loan made to 
finance the acquisition of a residential dw occupied as a residence 
prior to March 1, 1976, or one year following i entification of the area 
within which such dwelling is located as an area containing special 
flood hazards, whichever is later, or made to extend, renew, or increase 
the financing- or refinancing in connection with such a dwelling, (2) 
any loan, whiCh does not exceed an amount prescribed by the Secretary, 
to finance the acquisition of a building or structure completed and 
occupied by a small business concern, as defined by the Secretary, prior 
to January 1, 1976, (3) any loan or loans, which in the aggregate do 
not exceed $5,000, to finance improvements to or rehabilitation of a 
building or structure occupied as a residence prior to January 1, 1976, 
or (4) any loan or loans, which in the aggregate do not exceed an 
amount -prescribed by the Secretary, to finance nonresidential addi
tions or Improvements to be used solely for agricultural purposes on 
a farm.". 

(b) Section 1336 (a) of the National Flood Insurance Act of 1968 
is amended by strikmg out "December 31, 1976" and inserting in lieu 
thereof "September 30 1977". 

(c) Section 1376 of the National Flood Insurance Act of 1968 is 
amended by adding at the end thereof the following new subsection : 

" (c) There are authorized to be appropriated :for studies under this 
title not to exceed $100,000,000 for the fiscal year 1977.". 

' 
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COMMUNITY DEVELOP~IENT BLOCK GRAN'!' PROGRAM 

Soo. 15. (a) Section 103(a) (2) of the Housing and Community 
Development Act of 197 4 is amended by inserting ", and $200,000,000 
for the fiscal year 1977, not more than 50 per centum of which amount 
may he used under section 106 (d) ( 1) ," immediately after "1976". 

(b) Paragraph (2) of section 105(a) of such Act is amended by 
inserting immediatel.y after "neighborhood facilities," the following: 
"centers for the handicapped,". 

(c) Section 107(a) (1) of such Act is amended by inserting the 
following immediately before the semicolon at the end thereof: "or in 
behalf of new community projects assisted under title X of theN ational 
Housing Act which meet the eligibility standards set forth in title VII 
of the Housing and Urban Development Act of 1970 and which were 
the subject of an application or preapplication under such title prior 
to January 14, 1975". 

(d) Section 116 of such Act is amended by adding at the end thereof 
the following new subsection: 

" (h) In the event that the total amount available for distribution in 
.fiscal year 1977 in metropolitan areas is insufficient to meet all basic 
grant and hold-harmless entitlement needs, as _provided by section 
106(a), and funds are not otherwise appropriated to meet such 
deficiency, the Secretary shall meet the deficiency, first, from amounts 
available for use under section 107 and, if such amounts are exhausted, 
through a ratable reduction of all entitlements under section 106 (a).". 

COMPREIIENSiv"E PLANNING 

SEc. 16. (a) The first sentence of section 701 (e) of the Housing Act 
of 1954 is amended by striking out "and not to exceed $150,000,000 
for the fiscal year 1976" and inserting in lieu throof "not to exceed 
$150,000,000 for the fiscal year 1976, and not to exceed $100,000,000 
for the fiscal year 1977". 

(b) No eligible recipient under section 701 of the Housing Act of 
1954 may be excluded from qualifying for funds under such section 
solely on the basis of partidpation or nonparticipation under such 
section prior to fiscal year 1977. 

CONFIRMA'l'ION OF GOVERNMENT NATIONAL MORTGAGE ASSOCIATION 
PRESIDENT 

SEc. 17. (a) The National Housing Act is amended by striking out 
the third sentence of section 308(a} and inserting in lieu thereof the 
following: "There is hereby established in the Department of Housing 
and Urban Development the position of President, Government 
National Mort~age Association, who shall be appointed by the Presi
dent, by and w1th the advice and consent of the Senate. The Secretary 
shall select and effect the appointment of qualified persons to fill the 
offices of vice president, and such other offices as may be provided fo:r 
in the bylaws. Persons appointed under the precedmg sentence shall 
perform such executive functions, powers, and duties as may be pre
scribed by the bylaws or by the Secretary, and such persons shall be 
executive officers of the Association and shall discharge all such execu
tive functions, powers, and duties.". 

(b) Section 309 (d) of such Act is amended by striking out the word 
"The" immediately preceding "Secretary" in the .first sentence and 
inserting in lieu thereof "Subject to the provisions of section 308 (a), 
the". 

' 
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. (c) Section .5315 of title 5, United States Code, is amended by add
mg at the endmg thereof the following new paragraph: 

" ( 108) President, Government National Mortgage Association 
Department of Housing and Urban Development.". ' 

(d) Section 7(c) of the Department of Housing and Urban 
Development Act is amended by striking out "seven" in the proviso and 
substituting in lieu thereof "six". 
. (e) Notwithstanding the amendment made by subsection (a), the 

r1ghts, powers, and duties of the position of President, Government 
National Mortgage Association, as in effect on the day preceding the 
date of enactment of this Act shall remain in effect until the position 
established hereunder has been filled in accordance with the terms 
of this Act. 

Sl'lcCIAI" ASSISTANT FOR COOPERATIVE HOUSING 

SEc. 18. The first sentence of section 102(h) of the Housing Amend
ments of 1955 is amended-

( 1) by inserting after "section 221 (d) ( 3)" a comma and the 
following: "section 235, section 236, section 241, section 243, sec
tion 246, and section 203 ( n) "; 

(2) by inserting after "Housing and Urban Development Act 
of 1965" the following: "or section 8 of the United State Hous
ing Act of 1937"; and 

(3) by inserting before the period the following: "and Assist
ant Secretary for Housing Management". 

NEW COMMUNITIES 

SEc. 19. Section 720(a) ofthe Housing and Urban Development Act 
of 1970 is amended by striking out "June 30, 1975" and inserting in lieu 
thereof "October 1, 1977". 

URBAN HOMESTEADING 

SEc. 20. Section 810(g) of the Housing and Community Develop
ment Act of 1974 is amended by striking out "and not to exceed 
$5,000,000 for the fiscal year 1976" and inserting in lieu thereof "not 
to exceed $6,250,000 for the fiscal year 1976, and for the transition 
quarter, not to exceed $5,000,000 for fiscal year 1977, and not to exceed 
$5,000,000 for the fiscal year 1978". 

DAY CARE 

SEc. 21. Section 7 of the Department of Housing and Urban Devel
opment Act is amended by adding at the end thereof the following 
new subsection : 

"(n) Notwithstanding any other provision of law, the Secretary is 
authorized by contract or otherwise to establish, equip and operate a 
day care center facility for the purpose of serving children who are 
members of households of employees of the Department. The Secretary 
is authorized to establish or provide for the establishment of appropri
ate fees and charges to be chargeable against the Department of 
Housing and Urban Development employees or others who are bene
ficiaries of services provided by such a day care center.". 

' 
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HO:l:[E OWNER'S LOAN ACT 

SEc. 22. The twelfth undesignated paragraph of section 5 (c) of 
the Home Owner's Loan Act of 1933 (12 U.S.C. 1464(c)) is amended 
by adding in the first sentence, immediately after the words "made 
pursuant to either of such sections" and before the period the follow
ing language: "and in the share capital and capital reserve of the 
Inter-American Savings and Loan Bank". 

RESEARCH AUTHORIZATION 

SEc. 23. (a) Section 501 of the Housing and Urban Development 
Act of 1970 is amended by striking out the second sentence and insert
ing in lieu thereof the following: "There are authorized to be appro
priated for acti;-ities under this title not to exceed $65,000,000 for the 
fiscal year 1977.". 

(b) Section 504(b) of such Act is amended by striking out the 
first, third, and fourth sentences. 

(c) Section 502(f) of such Act is amended by striking out the 
period at the end of the second sentence and inserting in lieu thereof 
the following: "and such departments and agencies are hereby author
ized to execute such contracts and grants.". 

NATIONAL INSTITUTE OF BUILDING SCIENCES 

SEc. 24. Section 809(h) of the Housing and Community Develop
ment Act of 197 4 is amended by inserting ", and $5,000,000 for each 
of the fiscal years 1977 and 1978" immediately after "fiscal year 1976". 

RURAL HOUSING 

SEo. 25. (a) Section 5·21(a)(l) of the Housing Act of 1949 is 
amended by striking out "rate determined annually by the Secretary 
of the Treasury" and inserting in lieu thereof "rate determined by 
the Secretary of the Treasury upon the request of the Secretary". 

(b) Section 520(3) (B) of such Act is amended by inserting "for 
lower and moderate-income families" immediately after "has a seri
ous lack of mortgage credit". 

(c) Section 510 of such Act is amended by redesignating subsections 
(£) and (g) as subsections (h) and (i), respectively, and by insert
ing the following new subsections immediately after subsection (e) : 

"(f) continue processing as expeditiously as possible applica
tions on hand received prior to the time an area has been deter
mined by the Secretary not to be 'rural' or a 'rural area', as those 
terms are defined in section 520, and make loans or grants to such 
applicants who are found to be eligible on the same basis as 
though the area were still rural ; 

"(g) notwithstanding that an area ceases, or has ceased, to 
be 'rural', in a 'rural area', or an eligible area, make assistance 
under this title available in connection with transfers and assump
tions of property securing any loan made, insured, or held by the 
Secretary or in connection w1th any property held by the Secre
ta!y under this title on the same basis as though the area were 
still rural;". 

COUNSELING 

SEc. 26. Title V of the Housing and Urban Development Act of 
197q is amended by adding at the end thereof the following new 
sectwn: 

' 
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"COUNSELING TO MORTGAGORS 

"Soo. 508. (a) In carrying out activities under section 501, the 
Secretary is directed to undertake programs of studies and demon
strations within at least three standard metropolitan statistical areas 
to determine the extent of need for and cost effectiveness of providing 
pre-purchase, default and delinquency counseling and related services 
to owners and purchasers of single-family dwellings insured or to be 
insured under the unsubsidized mortgage insurance programs of the 
National Housing Act. 

"(b) Within one year from enactment of this section, the Secretary 
shall submit an interim report to the Congress with respect to the 
progress made under such studies and demonstrations, including an 
estimate as to the date when a final report on the results of such 
demonstrations will be made available to the Congress.". 

Speaker of the House of Representatives. 

Viae President of the United States and 
President of the Senate. 

' 
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HOUSING AMENDMENTS OF 1976 
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REPORT 
No. 94-749 

Mr. PROXMIRE, from the Committee on Banking, Housing and Urban 
Affairs, submitted the following 

REPORT 
together with 

MINORITY AND ADDITIONAL VIEWS 

[To accompany S. 3295] 

The Committee on Banking, Housing and Urban Affairs, having 
considered the same, reports favorably a Committee bill (S. 3295) 
to extend the authorization for annual contributions under the United 
States Housing Act of 1937, to extend certain housing programs 
under the National Housing Act, and for other purposes, and recom
mends that the bill do pass. 

INTRODUCTION 

The primary purpose of this bill is to provide for the continuation 
of a number of current housing programs, either by extending the 
dates on which they expire or by increasing their funding authoriza
tions, usually through September 30, 1977. The bill contains no sig
nificant new program proposals, but amends several existing 
programs. 

The bill's new program authorizations may be summarized as 
follows: 

(1) 
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Autnoriza«on 
Program: . . . (t!olla·rs in mtlUona) 

See. 8 housmg assistance for low- and moderate-mcome people : · · 
New construction------------------------------------------ $265. 00 
Existing unit assistance------------------------------------ 171. 00 

Conventional public housing; 
New construction------------------------------------------ 200. oo 
Operating subsidies---------------------------------------- 576. 00 
~Iodernization -------------------------------------------- 60.00 

Loans for elderly and handicapped (Sec. 202) (No expiration date 
Qn authorizatiQn)------------------------------------------- 2, 500.00 

HQmeQwnership assistance (Sec. 235) --------------------------- 200. 00 
Rehabilitation loans (Sec. 312) -------------------------------- 150. 00 
.Assistance to FHA-insured multifamily pmjects in or faced with 

foreclosure ------------------------------------ 154. 00 
Comprehensive planning assistance to communities (s;c~-ioi)==== 100. oo 

A primary ?hjective of the above funding allocation is to increase 
the concentration of current HUD programs on new lJOusino· construc
~ion, _with the intent <_Jf i~creasing the housing supply and ~f creating 
JObs m the constructiOn mdustry, one of the most highly depressed 
sectors of the economy. If these funds, plus the existing authorization 
of $7 billion for the Government National Mortgage Association 
tandem plan, were fully and promptly used, the Committee estimates 
that they would produce housing starts and subetantiallv rehabilitated 
units by the end of fiscal year 1977 at the following levels: 
PrQgram: Number oj unit.9 

Section 8 constructiQn __________________________________________ 66,250 

Public housing constructiQn------------------------------------- 75. 800 
Elderly and handicapped---------------------------------------- 83,330 
Section 235 homeownership assistance--------------------------- 200, ()()() 
RehabilltatiQn loans-------------------------------------------- 18,750 
GNMA tandem plan-------------------------------------------- 200, 000 

Total------------------------------------------------------- 644,130 
The potential to produce 644,000 assisted housing starts or sub

stantially rehabilitated units in turn has the capacity to generate over 
a million jobs for construction workers in the next fiscal year. Beyond 
this, the bill will create additional employment through programs 
such as the $60 million in modernization funds for public housing, 
which will. produce approximately $645 millio~ in capital, and pay
ments available to correct structural defeets m homes with FHA
insured mort~ages. On the other hand, the number of jobs generated 
by the bill will fall below the million-plus ('kJtimate if the :funds are 
not fully appropriated. If HUD fails to use its discretion to fund the 
GNl\fA. tandem plan fn11y, if the Section 202 elderly housing funds 
are released oyer a period longer than the next fisenl year, and :for 
similar reasons. · 

The bill's allocation of housinO' program funds has two features 
which are significant departures ;f.tom past practice. The first is the 
high level of funding for the Section 202 direct loan program for 
elderly and handicapped housing. The Committee authorized $2.5 
billion for this program over an unspecified time period, an amount 
approximately sufficient to accommodate the level of applications 
which HUD received for this program last year. In addition, the bill 
amends the program's interest rate formula, to tie it to the average 
rate en all outstanding Treasury obligations. Under current market 
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conditions, this change would bring the rate paid by the sponsor down 
from about 9 percent to approximately 71;2 percent. These action reflect 
the Committee's strong support for the Section 202 program, which 
has been popular and workable and which has helped to meet the 
needs of the constantly growing elderly portion of the population. 

The second highly significant feature of the bill is its revised and 
tightened framework for Q'Overning HUD's use of funds for Section 
8 and conventional public housing, the two major assistance programs 
for low-income families. These changes include earmarking of funds 
for new construction under Section 8 and an increase in the funds 
authorized and earmarked for construction of public housing . 

This increased restrictiveness has become necessary because HUD 
has used, and in some cases over-stepped, its current discretionary 
authority to administer ho~1sing .assistance programs in a way which 
h.as d1storted the Congress10nalmtent. In particular, HUD has con
tmually displayed a preference for channeling program activity into 
existing rather than new housing. The result has been an extremely 
low level of assisted housing starts, far below the level needed by low 
and moderate income families, and far below the amount of construc
tion and substantial rehabilitation intended by the Congress as clear
ly stated in the housing goals provision of the Housing and Urban 
Development Act of 1968 and the policy objectives of the Housing 
and Community Development Act of 1974. 

The year 1975 was, fact, one of the worst for housing production 
since 1-Vorld vVar II, with new starts totalling just 1.2 million units. 
Even when mobile homes are added to this record, 1975 production 
ran at more than a million units less than the 2.6 million level 
which Congress determined to be necessary when it enacted the Hous
ing and Urban Development Act of 1968. Furthermore, the 10-year, 
26-million target level set in that Act specifically included a goal of 
6 million units for low and moderate income families. Eight years 
later, however, it is clear that these lower income productiOn needs 
will not be met, largely because of the Administration's 1973 mora
torium on housing subsidy programs and recent years of problems in 
the housing market at large. Now that the moratorium programs have 
~en replaced with new ones proposed and structured by the Admin
Istration, assisted housing production should be set at levels hig·her 
than the 10-year average_, in order to offset the accumulated deficit. 

HUD's record on low-mcome housing programs, however, has been 
precisely the opposite. The Department's Section 8 program, which 
was enacted more than one and a half years ago with the understand
ing t~at it would b~ the N ation:s major tool for assisting the con
structiOn of lower mcome housmg, as of February 27, 1976 had 
produced a total of just 2,600 units-most of which are merely con
versions from an earlier HUD program. The combined total for all 
government subsidized production in calendar year 1975 was just 
124,000 units-86,000 of which were attributable to the Department of 
Agriculture. 

The slow progress in the implementation of Section 8 is very dif
ficult to understand. The claim made by HUD that the pace of new 
construction under the Section 8 program is no different than the 
experience under previous subsidy programs does not hold up with 
the facts. In 1969, the first full calendar year of operation f.or the 
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Sec. 235 and Sec. 236 programs, 24,400 mortgages were insured under 
Sec. 235 and mortgages for 77 projects with 11,800 units were insured 
under Sec. 236. These facts compare with the record of only 2600 
units started under Section 8 during the entire year of 1975 and 
through February 27, 1976. 

\Vhile the reasons for the poor construction record under Section 
8 and other programs are complex, there is no question that one of 
the problems is HUD's continual tendency to use all available discre
tion to channel funds into the Section 8 assistance mechanism, and 
then to use these funds for purposes other than new construction or 
substantial rehabilitation. This pattern is carried further by HUD's 
re~e~t proposal.to use a ~ajor portion of the Section 8 funds-$154 
nnlhon-to ''bail out" ex1stmg FHA apartment projects which are 
facing financial insolvency. 

This bill, accordingly, has been drafted to provide a partial response 
to the housing start problem by breaking HUD's requested fi!!llre for 
total housing assistance into broad but clear-cut categories. Th~ break
down includes separate authorization amounts to be used for new and 
exis~ing. Section 8. ~nd public housing, and a special and distinct au
thonzab?n for bai11~1g out the troubled FHA apartments. In addition, 
the fundmg categories have been structured to reflect the Committee's 
dissatisfaction with the Section 8 record bv increasinry the authoriza
tion :for conventional public housing consti;Iction, on the grounds that 
the latter has proved itself to be, on the whole, a sound and economical 
program. 

.The CoJ:?mittee believes th~t this a~tthorization framework, along 
'':1th the b1ll's_ progr~m extenswns and m some cases amendments, will 
g1ve the hou~mg assistance programs a greater opportunity to gener
ate new housmg and meet housing needs in fiscal year 1977. 

EXPLANATION OF THE BII,I, 

Section 8 and Public 11 ou8ing 4-utlwrity 
Section 2(a) of the bill would increase the authorization for a1mual 

contributions contracts by $696 million on July 1, 197ft It would also 
provide that additional contract authority authorized on or after .Julv 
1, 1975, shall be avaiJable only as provided :for in appropriations acts. 
Th~ ~ncre~sed amount is $~54 milli;m less than that requested by the 

Admnnstratwn. The Committee adJusted the amount downward in 
order to keep within the President's budget and provide contract au
thority amounting to $154 million to make payments to reduce the 
rents for lower income families occupving financially troubled FHA 
proiects ( de,cribed in Section 8 of the" bill). This aniount of contract 
authority is the amount in the President's budget which is estimated 
for fiscal year 1977 as needed to assist in making thes2 projects eco-
nomically sound. · 

Section 2(b) would set aside at least $60 million in annual contri
butions contract (ACC) authority :for the modernization o:f existing 
public housing projects in fiscal year 1H77. It is estimatrd that this 
contract authority will permit public housing agencies to undertake 
modernization projects in the amount of $645 million in fiscal year 
1977. 

Some 1,235,000 units of low-rent housing will be eligible :for annual 
contributi6n payments in the public housing program in fiscal year 
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1977. :Many of these rentnl units were built more than ~0 years af;O an?, 
while soundly built, reflect the wear and tear of havmg been hved m 
for that length of time. To replace these buildings woul~ be extreme~y 
expensive and, in fact, unnecessary a moderate ~~vestment m 
modernization can restore these structures to good cond1t10n. 

The Committee received testimony that HUD has an estimated back
log of some $2.8 billion in capital cost requirements for public housing 
projects. A survey o:f 19 housing authorities by one "'vitness before the 
Committee found an immediate need for $7 4 7 million in modernization 
in those 19 cities alone. However, over the last few years HUD .has 
allocated only $20 million per year in ACC authority for modermza
tion, thus keeping the level of modernization at $215 million per year. 
The Committee believes that this level is far short of the amount needed 
to maintain our Nation's stock o:f public housing units. Accordingly, 
the Committee is directing the Secretary of HUD to increase the use 
o:f ACC authority :for modernization of public housing to the level 
of $60 million per year. The Committee believes that this is a sensible 
in vestment needed to preserve thousands o:f basically sound public 
housing units. . . . . 

SectiOn 2(b) of the b1ll would also reqmre that of the $696 million 
new contract authority, not less than $200 million would be used for 
new construction or substantial rehabilitation in projects to be owned 
by public housing agencies other than under the Section 8 program, 
ai1d not less than $265 million for newly constructed or substantially 
rehabilitated units financed under Section 8 of the act. In addition, 
this section requires that of the balance of authority to enter into an
nual contributions contracts which is available on and after October 1, 
1976, (other than the $696 million referred to above), the Secretary 
shall make available for new construction or substantial rehabilitation 
and for ownership by public housing agencies other than under Sec
tion 8, respectively, amounts which bear the same ratios to the 
total amount o:f such authority as the amounts required under this bill 
to be made available :for new construction or substantial rehabilitation 
and for ownership by public housing agencies other than under Sec
tion 8, respectivelv, bear to $696 million .. The Committee intends that 
all ftmds which 11ave not been committed in accordance with HUD's 
"Annual Contributions Contract (HAP) List Approved" shall be con
sidered as "balance of authority" :for purposes of this Act. 

The purpose of these designations is to assure that the Congressional 
intent is carried out with respect to the funds appropriated under the 
Housing Act of 1937, which Act is primarily to provide additional 
housing to meet the needs of low and lower income families at rents 
they can afford. The Committee believes that the Congressional intent 
o:f the Housing and Community Development Act of 1974 was sound, 
namely that ui1til such time that the Section 8 program is operational, 
HUD should continue the old programs. HUD has not done this, and, 
as a result, we have no e:lfective housing production program for low
income families at this time. The mandatory allocation is intended to 
reduce the completely discretionary use of contract authority under 
the act for leased housing, and to direct more of the funds into new and 
rehabilitated projects and into public housing ownership projects, 
which for the most part have proven successful over the years. 

Section 2 (c) of the bill would increase the level o:f operating sub
sidies for public housing to $576 million in fiscal year 1977. 
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This figure corresponds to HUD's estimate of the need for operating 
subsidies. When the President submitted his budget for fiscal year 
1977, he requested operating- subsidies for local housing authorities in 
the amount of $463.6 milhon, although the Budget recognized the 
need for some $576 million over expected rental receipts to finance 
the operations of public housing agencies in fiscal year 1977. The 
$112.4 million difference between the $576 million needed and the 
$463.6 million requested was to be made up by increasing the minimum 
rents payable by low-income families living in public housing. 

The Committee received testimony that the rent increases proposed 
by the Administration would mean an immediate rent increase of at 
least 10 percent per month for each elderly person living in public 
housing (approximately 43 perce.nt of public housin~ units are 
occupied by elderly and handicapped). The HUD osal would also 
cause substantial rent increases for low income fam ies living in public 
housing. 

At Oversight Hearings on HlJD programs in February of this year, 
the Committee raised questions regarding the severe impact these 
proposed rent increases \vou]d have on public housing tenants, many 
of whom are on fixed incomes and are finding it difficult to meet their 
current expenses. In response to the Committee's questions, HUD 
stated that it had not determined the range and percentage of rent 
increases for public housing tenants before proposing these increases. 
The Department has agreed to withdraw its proposal for rent increases 
pending the development of data regarding the impact of thest> in
creases on public housing tenants. The Committee approves of HUD's 
decision in this regard and directs the Department to submit any 
new proposals for increasing rents in public housing to the Committee 
for approval. 

'Vhile the Committee has received testimony from housing officials 
indicating the need for as much as $600 million in operating subsidies 
for fiscal year 1977, it has accepted HUD's estimate of $576 million 
in setting the level of operating subsidies for the next fiscal year and 
has included that figure in the bill. 

The Committee notes that HUD testified that. in calculating the 
need for $576 million in operating subsidies, the Department has pre
sumed implementation of a revised and improved Performance Fund
ing Formula developed for HUD by the Urban Institute. The Commit
tee expects the Department to implement this revised formula as soon 
as possible. 

Section 2 (d) of the bill would increase the authorization for ear
marked funds to be set aside to assist in financing low income housing 
for families who are member of Indian Tribes by $17,500,000 on 
July 1, 1976. 

It has been brought to the attention of the Committee that HUD 
h!;ls failed to implement the provision of the Housing and Community 
Development Act of 1974 which excludes Indian public housing from 
the regular requiremeht of eligibility for operati,ng subsidies. This 
provision in section 5 (c) was intended to resolve the special problems 
faced by Indians, which include very low incomes and extremes in 
elimatic conditions. That provision of the law was not permissive, it 
was mandatorv. The Committee feels that HUD's failure to implement 
the amendp1ent dooms many poor Indian families to continue in bad 
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housing. The Committee expects HUD to implement this provision as 
required by law. · 
.~-11 ami mum Rents forllf ulti-family Projects uruier S eotwn8 . . . 

The Committee believes that HUD may be overly restr1~t1Ve Ill 
estaplishin~ contract rents for certain. kinds of new con,stru~twn ~n~ 
rehabilitation projects under the SectiOn 8 program. HUD 1s basm"' 
these rents upon a "comparability" .st.andar~ ~hich . appears to ?e 
discouraging otherwise acceptable proJ~~· ·pus 1~ part1cul~riy true m 
the case of new construction and rehabihta~mn II} older Cities where 
comparability involves u.se ?f locatlon~l co.ns1derat10ns that 1pay res_ult 
in rents that are unrealistically low m Vle'W of costs of constructlon 
and operation. It is also a major problem in rural areas and smaller 
communities where there are no c?mparabl~s and where the Farme!s 
Home Administration has determmed max!111u~ rents on a cost ~as1s. 
FJ..owever, problems with HUD's compn;rabllity tt>Bt are not restricted 
to older cities or rural areas. The prOJects affected may me~t FJ:UD 
site selection 'criteria and provide desperately needed. housmg for 
famiiies who wish to live in such areas. The a~a.s _t;hemseh:es may be 
the :focus of ·local community developme1_1t. ac~IVlbes. In v1ew <?f ~he 
great need for conservation and rehabtbtatton of sound exiStmg 
neighborhoods and housing, -w:e would exP.ect RUD to encoura~e the 
use ofSection 8 as a part of neighborhood Improvement ef!'orts under
taken by local authorities. In doing so, HUD should take mto a~count 
reasonably ~x.Pected increased market demand in such a~s. . 

Since housmg market areas may ~e large, the Conpmttee beh.eves 
that H{JD may permit different maximum rents for ~h!'erent proJects 
in the area bnt it should show much greater sensitiVIty to program 
purpos~s, housing 1_1eeds wi~hin market areas, r.resent and projected 
development, fina1_1cmg and mterest c?sts., and ne1ghborhooP, conserva-
tion and co;mmumty development obJectives. . . 

The Committee recoWlizes that low contra<:t re11ts may be a reflection 
of HUD's determination that an area or nmghborhood may n~t have 
adequate .services, fa. cili.ties and amenitie. s to provicie. a s.tr eno·.·ugh 
market to justify rents obtainable in other parts of a . et arell,. 
Th,e Committee would expe~t P:UD not to use. comparab1hty as a back
cloo1· method of dis.couragmg development m such areas beeause of 
these factors. . . 

Further the Committee is concerned that the comparability test for 
Sectio11 202 projects utilizino-. Section 8 assistance ~ay prove to be a 
major .and unintended stumbllng block .that could k11l the program he
fore it gets oil' the ground. T~e Cot;n'!rnttee urges the Secre~ary to use 
the broad authority granted m Sectw.n .8 (g) of t~e ltousu~g Act of 
1937 to issue regulations that will ens~re that Sectr~n 8 subsidy l~vels 
are high enough to make the construction and operatw;n of 202 proJ~cts 
feasible. · ki 

The Committee has been t;tssured by the Secretary tha,t she IS ma. ng 
modification in HUD's contra.ct r,en~ procedures th~t will c.orrecct these 
deficiencies. It is obviously desirabJe that chang~s be .ma9,e 1.n a manner 
that will minimize disruption:s in prQcessing; a.I;l.d attain1Ilent of Sec· 
tion 8 goals. 

The Comm,ittee expects, howev:er, to receive a. full report .on the 
actions taken within 30 days after .enactment of th1s -act, and will con-

s. Rept. 94-749-2 
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tinue to follow this aspect of the program closely to determine 
whether HUD is being more restrictive than can be justified in light of 
Congressional intent. 
Horne ownership a8sistalnce 

Section 3 of the bill would extend the authority for insurance ,under 
Section 235 o:f the National Housing Act until September 30, 197'7. It 
would also increase the contract authority by $200 million on July 1, 
1976. In addition, it would establish a maximum mortgage insurance 
premium under the program at a level not in excess of that required 
to be paid under Section 203 (b). 

The original Section 235 program, authorized by the Housing and 
Urban Development Act of 1968, as amended, provided for homeowner
ship assistance :for lower income families. Eligible families paid 20 
percent of their adjusted monthly income toward the monthly mort
gage payment. The balance was made up by Federal assistance pay
ments, which could not exceed the difference between the required 
m ge payment and the amount that would be required on a mort
gage aring an interest rate of one percent. This program was sus
pended on January 5, 19'73, as part o:f the President's general 
moratorium on all HUD housing assistance programs. 

As a result o:f litigation regarding the suspension, the Department 
obligated, pursuant to a court order of August 20, 1975, $264 million in 
order to avoid a statutory lapse of this amount on August 22, 1975. On 
October 17, 1975, the Secretary announced the reactivation of a Sec
tion 235 Homeownership subsidy program, but exercised her preroga
tives to place restrictions on the program, which she claims will en
sure a significant financial commitment on the part of the borrowers to 
the property. The major features of the revised program are sum
marized below: ' 

Any family with an adjusted ~ross income of up to 80 percent of 
the area median income (higher m certain circumstances) is eligible 
for participation. 

The subsidy is available to the purchaser of a newly constructed or 
substantially reha,bilitated home with a mortgage amount not exceed
ing $21,600 ($25,200 for a family of five or more) or in designated 
high-cost areas, $25,200 ($28,800 for a family o:f five or more). The 
house ca!l be 11: single family detached, townhouse, condominium, or 
cooperat1ve umt. 

The home owner must provide a downpayment that is the greater 
of the amount which would be required m the basic Section 203 un
subsidized program or 6 percent of the total acquisition cost. However, 
the downp'ayment may include prepaid expenses. 

Not more than 40 percent of the homes in any subdivision will be 
eligible for subsidy payments. 

The home owner must contribute at least 20 percent of adjusted 
gross income toward monthly mortgage, insurance, and tax payments 
on the house. If this payment by the home owner is not enough to 
meet the monthly charges, direct cash subsidy payments will be made 
by HUD to reduce mortgage interest costs to as low as 5 percent. 

Subsidy payments can continue throughout the term of the mort
gage, until the property is sold, or until the home owner, with 20 per
cent of adiusted gross' income, can pay monthly mortgage payment, 
including !nterest, insurance and taxes. 

• 
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The new authority of $200 million would be adde~ ~o the ~urr~n~ 
outstanding authority under the program of $264 :r~nllw!l to provide 
assistance for approximately 450,000 home ownership umts under th~ 
terms and regulations now in effect. . . 

The Committee believes this is the most effect!Ye subs1dy program 
for a segment of the population who.se in_comes are too lo~v to af~ord 
the cost of decent housmg at today's pr1ces, but who, "1th a htt~e 
financial assistance, can become responsible. home owners. The ~o~t.:rs 
relatively cheap compared wi~h other subs1dy progr~ms. The ~mt:r~l 
subsidy under cnrre~1t reg;ull1:twns averages. abou~, $8o0 per u,~ut pc~ 
veruo, but past expenence mchcates the subs:Ldy WI~~ average, $a 50 pet 
i'mit after a few years, and the averao-e number of years ft_lr. the sub· 
sicly is expected 'to be 10 years. Under the new m~d~r;v~Itmg r1~les 
iss1wd by the Secre-tary, which tightene.d up the ~hg:rb:rl~ty reqmre~ 
mentsfor the program, the ayerage subs1dy cost w1ll be probably less 
in the future than in the past. . w • • . . . • 

The Committee :feels that Sectwn 23o ass1s~ance f!as many ad• an-
tages over other subsidy programs .. It is relatively m~xpen.sive w~en 
comrntred, for ex~mple, to the Sec~l011 8program. which \Vlll.n;qm:c 
an estimated subsidy of $3200 a un~t f?r the term of the lease, which m 
some cases is 40 years. Beyond this, 1t ~as the tremen1ous benefit of 
providing recipients with the opp?rtll~Ity to own their .o~n homes. 
Despite the fact that the program IS smta,ble only for.a hm1te~ num: 
ber of families and can generally not be used to prov1de h~usmg !or 
low-income families, it is a highly important form of housmg ass:rst-

ance. 1 d · · t t' f The Committee is concerned, however, about t 1e a mm1s .ra IOn. o 
the program. In the first place, it objects to the slow pace ";I~h wh~ch 
the program is being pu~ into place. Even though the Admtmstra.bon 
announced the reactivation the program last. October, the Comm1ttee 
has been advised that there are only a few Section 235 starts under the 
new program as of this time. 

Furthermore, the Administration's P.rogram would call for sp~nd
ing the available authority over a penod of 3 yea;rs. The Comm1t~ee 
would like to see a much accelerated program w1th the expect~tlon 
that the new authority, plus the existing authority, will be committed 
over the next 2 years. . . . . . 

There is also a concern that the regu]atwns 1ss~ed by ~he Admmis
tration with respect to ~he program may be to? stri~t, havmg th~ eff~ct 
of making the program mope~able. The Committee IS sympathetic 'Yith 
HUD reouirements that are mtended to reduce defaults, .but cautwns 
the Administration that the purposes of the program w1ll hardly be 
i'lerv~d if the effect is to make it impossible for eligible applicants to 
qualify. In 1974, the Congress approved an ~n~~ease in the down pay
ment requirement up to 3 percent of the acqms:rtw:r; co8t of the ho?1~ m 
order to assure a more sound purchase than per:r~utted by the origmul 
legislation. The.Admin_istration ~as doubled th~s ~mount by regul~
tion, and there Is a senous que~t10n wheth~~ th1s 1s so. seve~e. that 1t 
will exclude most o:f the lower mcome famihes otherw1se ehg1ble. 

The Committee is also concerned about the Administration's failure 
to implement fully the mandatory cou:r;seling r~~uirem~nt f?r pur
chases o:fSedion 235 homes. The counselmg provision wntten mto the 
Housing and Community Development Act o:f 1974 was intended to be 
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effective in reducing losses under the program. HUD itself has con4 

ducted studies showing that counseling is cost. e:tl'ective. The average 
cost of a :foreclosure to HUD is approximately $6,200, whereas the 
average cost of counseling a family in default on its mortgage is esti4 

mated at $500, This would be a cheap cost to pay to reduce foreclosures 
under the program. Such results will not be obtained, however, unless 
counseling is properly per:formed by traintld personnel who spend the 
necessary time with the family before the purchase and after occu4 

pancy, particularly when the first signs of financial difficulty begin to 
show. 
Section 936 Rental Il OWJing Assistance 

Section 4 of the bill would extend the termination date of Section 
236 of the N a.tional Housing Act from June 30, 1976, until Septem4 

her 30, 1977. 
No additional authorization is provided in the bill. The Committee 

was informed that there is approximately $125 million in unused 
authority available to provide mterest subsidies and operating assist
ance and. in addition, approximately $44 million in reserve as a result 
of the collection of excess rental charges. The reserve is required under 
Section 236(g) of the Act to be used for additional operating assist
ance payments under the terms specified in Section 236(£) (3). The 
Committee is concerned that HUD has not yet implemented this 
provision of the 197 4 Act. 
Supplemental loan insuranoe fOT hospituk 

Section 5 of the bill would amend section 24:1 of the National Hous
ing Act to permit the FHA to insure SU,Pplemental loans to FRA
~nsured hospitals, for the purpose of makmg necessary additions and 
lmprovements. 

At present, the section 241 program provides for FHA insurance 
of supplemental expansion and improvement loans to FHA-insured 
nursing homes, group practice facilities and multifamily :projects. 
However1 FHA-insured hospitals, which number about 90 nationWide, 
are currently not eligible :for the program. As a result, these hospitals 
find it necessary to refinance or secure conventional secondary loans 
in order to undertake urgently needed modernization and expansion 
projeets or to replace obsolete equipment. These alternatives to loan 
msurance are expensive and often mean higher debt service cost for 
hospitals, which, in turn, means higher charges to their patients at a 
time. when medic~l costs are R;lready.s?aring. Increasing demands for 
1ned1cal care, rapid advances m mediCine and technology, and federal 
an~ stat~ health and safety standards make it important that a mech
amsr:t exist to encourage the supply of supplemental loans at reason
able mterest rates. 

The Committee believes that, by facilitating the financing of 
reQuired hospital additions and improvements. this section would con
tribute to better medical care for the nation's citizens, while protecting 
HUD's interest in the economic viability of FHA-insured hospitals. 
0 oimuiranee 

Section 6 of the bill would amend the FHA loan coinsurance pro
vision of Section 244 of the National Housing Act. The amendment 
would authorize the Secretary to make special exceptions to existing 

! 
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law with respect to the coinsurance terms applic~ble to public housing 
auencies. The amended language is nearly identical to that approved 
a~ Section 5 of H.R. 9852 which passed the ~nate on January 23, 1~76. 

'fhe Committee has received representatiOns from State Housmg 
Finance Agencies that they are concerned that HUD's prop<?sed multi
:family coinsurance program wi~l overregulate. the activi~Y. of the 
agencies by requiring the agencies to alter their u?~erwr1tmg and 
processing procedures so that they are the.s~me as exiStmg procequres 
used by the HUD field offices, and by requmng HUD approval of cer-
tain agency personnel. . . . 

In view of the fact that under comsurance the a.gen01es . w1ll be 
assuming a significant share of any loss, the Committee w1~hes to 
emphasize that implementation of ~his progra~ ~hould not mvo!ve 
sweeping alterations of state agencies' underwntlng an~ rrocessmg 
procedures and requirements so tp.at they conf01~m to exist~ng HUD 
procedures or requirements or mvoh:e HUD 111 approvmg State 
Agency personnel. The Committee believes the. agencies shoul~ be 11;1-
lmvcd to follow their own procedures and reqUirements established m 
underwriting, processing, and managing projects ux:d~r the coins~r
ance program, except to the extent that express provisions of the ~a~ 
tional Housing Act require modification of those procedures or reqmre
ments, or except to the extent that the Secretary deter~1ines on the 
basis of substantial cause that such procedures or reqUirements are 
unsound. 

A primary intent of the coinsurance program should be avoidance 
of excessive insurance risk. For this reason, the Committee believes 
HUIYs emphasis in reviewing a state agency's program should be 
upon the capacity of the agency to evaluate the prospective financial 
soundness of projects rather than upon the particular procedures 
employed by the agency. 
Experimental financing 

Section 7 of the bill would extend the Experimental Financing 
Program under Section 245 of the National Housing Act from 
June 30, 1976 until September 30, 1977. 

Under this authority, the FHA may insure loans which use flexible
amortization plans corresponding to variations in family income. An 
extension is necessary because HUD has only recently begun to ap
prove proposals for these experimental loans and needs this additional 
time to carry out other experiments which are only on the "drawing· 
board." 

No funding authorization is necessary for this program. 
.tL~si8ta.nee payments 'with respect to projects in critical default 

Section 8 (a) of the bill would add a new section 247 to theN atimml 
Housing Act to provide rental assistance payments with respect to 
projects in foreclosure or tlm~atened with :forrclosnre. The assistance 
payments would be made to lower income familirs in a projeet whieh 
is ( 1) financed by a mortgage insured under the National Housing
Act. and thre&tenml with foreclosure (2) subject to a mortgage held 
by the Secretary~ or (3) owned by the Secretary. All three of these 
categories represent FHA projeets which are in serious financial cliftl
culty, tlw last of the three being those in which the mmtgages have 
been foreclosed and the property is now owned by HUD. The phrase 
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"threatened with :foreclosure" is intended to apply only to those proj
ects in serious financial difficulty which will end up in foreclosure 
unless remedial action is taken by HUD under this section. 

This new section was added to carry out the plan of the Administra
tion that certain financially depressed FHA-insured projects could 
be made financially viable by providing rental assistance to some or 
all of the lower income tenants in the project. In addition, it would 
ena:ble those tenants to remain in the project by benefit of the rental 
assistance payments. 

The Committee recognized the merits of HUD's plan to help these 
projects, but disagreed with HUD's use of Section 8 funds for this 
purpose because it detracts :from the basic intent of Congress that 
.such :funds be used to provide additional housing units for low and 
moderate income families. 

Recognizing the problem, but wanting to avoid mixing housing 
-assistance funds appropriated for additional housing with .funds 
11eeded to reduce FHA foreclosure losses, the Committee agreed to set 
11p a new program under the National Housing Act which would have 
its own housing assistance funds appropriated for the purpose 
specified. 

S~1p~tion (b) of the new section. would establish a stat:1tory proce
dure for processmg these rental assistance payments. 1Vlule the Com
mittee wants to keep separate the two :fnnds it believes it wonld be 
simpler for everyone concerned to process the rental assi"bmce pay
men~s for bail-out P.ur:P?~S by following the same procedures and 
reqmrements as to ehgibihty, amount of payments, and other details 
contained in the provision under section 8 of the Housing Act o:f 1U37. 

Subsection (c) of the new section would place certain rP,quirements 
on. the S~c~etary of HUD with respect to a~sistance payments nnder 
tlus prov1s1on. The Secretary would be reqmred to make a f-indino- of 
fact as to the causes o.f the unsatisfactory finandal condition ol'the 
project, and also to make a determinatio]J that there is a reasonable 
probability that with such assistance provided by this section, the proj
ect can be restored to economic :feasibility and can contribute to tlie 
hous~ng supply ~n the community in which it is located. particularly in 
relatiOn to meetmg the needs o£ the low and moderate income families 
of that community. 

Subsection (d) oftl1e new section would authorize an appropriation 
of $154 million :for the fiscal year ending September :iO. 1977. This is 
the amount estimated in the President's budget intended by the Secre
tary to meet the needs of these projects, 20,000 units of which are in 
the "property disposition" category and 90,000 units of which are in 
the "loan management" category for fiscal vear 197'7. 

Section 8(b) of the bill would bar the Secretary :from nsin!r con
tracts authorized under the Housing Act of 1937 for the pnrpose :for 
which the !lew ~e~tion ~7 is intended to.PI:ovide. This is to emphasize 
the Committee s mtent10n that appropnat10ns for production should 
not be mixed with appropriations to meet FHA losses. 

. Compensation for defects in newly eonstruoted hou.<Jing 
Se.ction 9 would extend ~he deadlin~ for the application period under 

SectiOn 518(a) of the Nat10nal Housmg Act :from the current limit of 
4 years to 4 years and 7 months. It would also require that all poten-

.13 

tially eligible home owners be notified of the provisions of this amend
ment within 30 days of the enactment of the Act. 

Section 518 (a) provides that the Secretary shall have the authority 
to take remedial action where structural defects are found in an FI-lA
insured home approved for insurance prior to construction. 

A structural defect is a serious flaw affecting the livability of the 
home. It does not include normal wear and tear, but does cover such 
problems as cracked foundations and fatllty septic systems. To obtain 
relie:fi an owner must apply within 4 :years :from the date of hiR mort
gage msurance contract, and a determmation is then made by HUD as 
to whether the problem qualifies as a structural de,fect. 

Experience has shown, however, that this program has not been well 
publicized and many eligible homeowners have not been able to meet 
the application deadline. Homeowners had no information about the 
program, the proper procedures for filing, or their rights in obtaining 
a final determination from HUD on the merits of their particular 
complaint. 
Compensation for defects in existing hou8ing 

Section 10 of the bill would broaden the existing housing coverage 
of Section 518 of the National Housing Act and would create a per
manent compensation program for existing, 1-4 :family properties 
purchased with mortgages insured by FHA under the National Hous
ing Act. 

Section 518 (b) currently provides owners of existing homes pur
ch!l-sed with certai:r: FHA-insured mortgages the opportunity to be 
rem1;bursed :for senous structural defects present in the home when 
purchased. The defect must be one that a proper inspection by FHA 
in its appraisal process-which includes an inspection to determine 
whether the property is consistent with 'FHA's minimum property 
standards--could reasonably have been exl?ected to disclose. The pro
gram presently covers houses purchased w1th FHA section 235 mort
gages and houses purchased between 1968 and 1973 with mortgages 
insured under FHA sections 203 or 221. 

The Committee amended section 518 to do the :following: 
. ( 1) Extend the deadline :for Section 518 (b) applications for sec

tions 2{)3 and 221 houses purchased between 1968 and 1973 by an addi
tional 4 months. The application deadline under present law was 
March 22, and applications fell short o:f the expectations of both local 
commu?i~y groups and I-IUD. More time is necessary in order to assure 
that elig1ble homeowners are aware of the program and receive an 
adequate opportunity to apply. 
. (2) Extend the program to cover FHA sections 203 and 221 hous
u~g. purcha~ed after 1973 but prior to date o:f passage of this bill, 
g1vmg apphcants one year :from date of passage to apply. 

(3) Set forth a permanent program coverino- all FHA-insured 
existing one to :four family housing purchased after passage of this 
provision, and giving applicants one year :from the date of purchase 
to apply for reimbursement . 

.F.?:r: ~ousil!-g ~ur7hased a.~te: 1973 a~ defined in .(2) and (3) above, 
ehg1~1hty cr1tel'l~ m the exiStmg ~e~t10n 5.18 (b) hm1ting coverage to 
housmg .located m older ~nd dec!mmg urban areas would be elimi
nated, smce the geographic location of the house has nothing to do 
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with its structural condition or the homeowner's problems in coping 
with the defects. At the same time, the standard for a reimbursable 
defect would be changed from "structural or other major defects which 
so seriously affect use and livability as to create a serious danger to 
the life or safety of inhabitants," to the less restrictive standard of 
"structural or other major defects which seriously affect use and 
livability." . 

Another Committee amendment would charge the cost of reimburse
ments under Section 518 (b), the interim program for Sections 203 
and 221, and the new, permanent program to the appropriate Insur
ance Fund chargeable for insurance benefits on the inortgage covering 
the structure for which the reimbursement is paid. To assu~·e that 
sufficient mo~ies are present in the appropriate fund to cover the dis
bursements charged to it, the Committee authorized an. appropriation 
of such sums as may be necessary to cover the cost .. However,. the 
Committee does not expect the Department to await appropriations 
before undertaking this progra~. · · 
H Qusing for the elderly and handicapped 

Section 11 of the bill would increase the authorization for the 
SeCtion 202 program by $2.5 billion to an aggregate of $3.3 billion. 
The Section 202 program provides long-term direct government loans 
to non-profit sponsors of housing for elderly and handicapped persons. 

As an estimated one-third of the Nation's elderly live in substandard 
units and/or pay beyond their means for housing, the n.eed for higher 
production is well documented. It is estimated that the additional $2.5 
billion in lending authority can provide more than 83,000 additional 
~ousing starts and twice as many jobs in. construction and related 
mdustnes. 

The $2.5 billion would approximately accommodat~ the initial level 
of response to the revised Section 202 program which has been over~ 
whelming. In the 3 months during which applications were accepted, 
more than 1,500 proposals were made for more than 231,000 units. 
One reason for such interest is the high success rate of the. old Section 
202 program-only one default was reporteq in 330 projects. 

The Committee expects that Section 8 rental assistance will be avail
able to many of the occupants of Section 202 housing in order to keep 
the rent at levels affordable by lower income elderly and handicapped 
persons. 
. This section of the bill would also change the method for computing 
mterest rates chargeable by HUD to sponsors under the Section 202 
program. Under the existing law, interest rates are based on the 
cnrrent average market yield on outstanding marketable obligations 
of the United S.ta.tes o~ comparable ma~uritie~, which rate, when in
creased by administrative fees, results m an mterest rate charge to 
the project of around 9 percent. This high interest rate is a serious 
impe~iment to the program, and the C<;>mmittee was told in testimony 
that It would cause most proposed proJects not to meet the feasibility 
test impo.sed by HUD. According to Sec. 202 sponsors, rents requirecl 
to amortize a 9. percent mortgage and to pay. reasonable operating 
costs woul4 be m exc~ss of market rents for comparable projects in 
tl~e area, .a1id the proJect vmuld therefore fail to meet HUD's feasi
bility test. A lower interest rate is essential to make these projects 
meet HUD's standards. 

.. 
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This sectio.n changes the law to provide an interest rate based on 
t~e average mterest rate on all outstan.ding interest-bearing obliga
tiOns of the United States. This should lower the effective interest 
r~te for the project to approximately 71;2 percent, assuming HUD con
~mues to charge a 1 percent administrative fee. This will in turn result 
m lower rental costs to th€ consumers-the elderly and handicapped. 

In addition, the lower rate more closely represents the actual cost to 
the government of providing the 202 loan funds. 
Rel~abilitation loan program 

Section 12 of the bill would exhmd the Section 312 rehabilitation 
~oan program fro~ A1_1gust 22, 1976 until September 30, 1977, and 
mCI·ease the authonzat10n for Fiscal Year 1977 by $150 million. The 
Section 312 program provides for 3 percent loans from HUD to 
owners and renters of properties needing rehabilitation, with financing 
through a revolving fund. 

The Co~11mittee strongly supports rehabilitation programs as one of 
the. m~st ;~p01tan~ tools to help preserYe neighborhoods within the 
natlon-s crtles. SectiOn 312 loans, at a below-market interest rate have 
made it possible for communities to carry out comprehensive ~eio-hc 
borhood renewal programs. The Federal Assistance Code Enforcem~nt 
Program (FACE) has been one of our most successful programs to 
upgrade and restore neighborhoods which otherwise could become 
slums. Three percent loans to property o>vners in the area have been 
the key to success in this program. 

The Administration has pro:posed that this program not be extended 
on t~e groun~s. th~t commumty development block grants are now 
meetmg .rehabilitatiOn. needs. The Committee feels, however, that the 
commuruty d~velopment. I?rogram is not adequate for this purpose 
be9ause the h1gh competitiOn for block grant funds leaves an insuf
~cient J?I:iority for reh~bilitation. of occupied housing. The latter need 
Is a cnbcal one, parti~ularly smce HUD's current major housing 
programs are rental-onented and do little to help moderate income 
homeowners. 
. Th~ block grant prog;rarn is f1_1r~her limited by constitutional restric

tions m some st~tes whiCh. J?rO~Ibit the use of community development 
funds fo.r ho1,1smg rehab1htat10n loans, and by the fact that many 
communrties in the nation do not participate in the block grant 
prog1;am at all. 
T~e. Commit~ee und~rstands that many block-grant recipient com

~numtres are us1.ng the1r grants to establish revolvino- loan funds sim
Ilar to Section 312 at the local level. This mechani~m could in time 
replace some of.t~e need for the Fed~~·al ~oan program. At present, 
however, the cnbcal need :for rehabilitatiOn makes it necessary to 
extend t~e j?,I'Ogram. 

':fhe b1ll does, nevert~1eless, amend the Section 312 program to re
qmre that HUD set an !nterest rate above 3 percent ~or higher income 
borr:owers up to a. ·maximum reflecting the Treasury's lono--term bor
rowmg rate plus the administrative costs of'process'ing th:'loans. The 
qo~nnntte.e :felt that these rhore affluent borrowers should not be sub
Sidiz.ed w1th the program's basic 3 perce11t rate, but that they should 
co.n~.mu~. t~ be encouraged t? m!der~ake rehabilitation through the 
a1i.ailabiht,Y of a loan rate ';·hich IS still below market levels. Through 
tlus two-t1ered system of mterest rates, the 312 program can make 
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rehabilitation possible for homeovmers who otherwise could not afford 
it while at the same time efficiently tapping the private resources of 
inner-city property owners who can afford to rehabilitate but may not 
do EO in the absence of an incentive. 
Comprehensive planning grants 

Section 13 of the bill provides a $100 million authorization for the 
Section 701 Comprehensive Planning Grant Program in fiscal year 
1977. This represents a cut of $50 million from the fiscal year 1976 
authorization. It would, if fully funded, permit by fiscalyear 1978 a 
return to the stable funding level which characterized t:lae· program 
during fiscal years 1974-76 when its outlays were between $100-110 
million per year. Outlays for fiscal year 1977 will be only $75 million 
as a result of a fiscal year 1976 appropriation of $75 million (outlays 
are intended to lag behind appropriations by one year in the 701 
program). 

The 701 program, as revised in the 1974 Housing and Community 
Development Act, requires State and local governments and areawide 
agenc·ies receiving grants to carry out a comprehensive planning proc
ess including, as a minimum, the preparation of housing and land use 
elements. The 1974 amendments also permit recipients to use funds for 
management and evaluation activities in order to direct the program 
toward the implementation of plans, and toward building govern
mrTlt management capacity. 

The interest o£ the Federal Government in this program is two-fold. 
First, it assists State and local jurisdictions in dealing with the com
plex problems of growth; second, it enables them to make more ef
fective use of Federal programs and financial assistance. Improving 
state and local planning and management takes on increasing impor
tance from the federal perspective as federal programs move toward 
revenue sharing and block grants with relatively few federal plan
ning requirements. The potential for waste of these federal funds is 
great if states and localities do not have the capability for adequately 
applying them to their real needs. Section 701 provides this capability, 
particularly through the required housing and land use elements. The 
housing element, as administered, requires that states, areawide plan
ning agencies, and localities devise housing goals, set forth housing 
needs, and, where appropriate, provide for the best distribution of 
housing resources (including federal subsidies) in terms of the loca
tion of existing and planned governmental services and public facili
ties (such as highways, mass transit, sewer lines, etc.). 

Second, the program provides these jurisdictions with the ability to 
coordinate their various activities, including the large number of func
tional Federal grant programs, so that these activities are consistent 
both with each other and, where desirable, with the activities of neigh
boring jurisdictions. The A-95 mechanism, the primary device by 
which localities within a metropolitan area or nonmetropolitan re
gion coordinate the various Federal programs they are engaged in, 
is funded primarily through the 701 comprehensive planning assist
tance program, at both the areawide and state levels. 

It has been argued that 701 funds can be cut substantially because 
recipients will be able to use the community development blook grant 
program to fund activities now being undertaken through 701. 

.. 
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However, the 701 program provides comprehensive planning of all 
actiyities, not simply planning for community development. Com
munity development funds cannot be used for the wide variety of 
purposes 701 now supports, including A-95, planning for functions 
other than community development (land m:e, health, criminal justice, 
employment, transportation, etc.) and, perhaps most importantly, 
planning which coordinates and relates various functional plans to 
each other. 

Furthermore, most o£ the eligible recipients of Section 701 funds 
are not eligible or do not have an entitlement for community develop
ment block grant funds. Section 701 funds go to states for their own 
11se, for distribution to communities under 30,000 in population, or for 
<listribution to non-metropolitan areawide organizations. They also 
go to area,vide organizations in metropolitan areas charged with A-95 
responsibilities (usually COGs), cities over 50,000 in population, In
dian tribes, and interstate regional planning commissions and other 
go\·ernment units with special planning needs. Of these, only cities 
oyer 30,000 in population and some urban counties receive community 
development entitlement funds, which, as already noted do not serve 
the same purpose as Section 701 funds. 
Emergency Homeowners' Relief Act 

Section 14 of the bill extends through September 30, Hl77, the 
Emergency Homeowners' Relief Act, a standby program for HUD 
assistance to homeowners who are faced with foreclosure because of 
temporary unemployment or income reductions caused by adverse 
conditions in the general economy. HUD would provide or insure 
repayable loans to cover the amount needed by these homeowners to 
meet their mortgage payments, up to $250 a month for up to two 
years. 

The program was enacted· as part of the Emergency Housing Act 
of 1975, and has not been implemented because HUD has considered 
national foreclosure rates too low to warrant its use. However, the 
Committee considers it advisable to extend the Act through fiscal 
year 1977. Financing would continue to be authorized through a re
volving fund at the Treasury Department, allowing up to $500 million 
for HUD assistance payments and $1,500 million in outstanding 
HUD-insured loans and advances. All of these sums would be repaid 
by the homeowners at interest rates and terms prescribed by HUD. 
Emergency 11 mne Purchase Assistance Act 

Section 15 of the bill extends from June 30, 1976 until September 
30, 1977 the Emergency Home Purchase Assistance Act of 1974 as 
amended by the Emergency Housing Act of 1975. The program pro
vides emergency assistance to the housing market during periods of 
credit shortages by subsidizing interest rates. As revised in 1975, it pro
vides for 7% percent loans on moderately priced single-family and 
multifamily properties with FHA or conventional financing. Under 
HUD regulations, over 90 percent of the funds have been used for new
ly constructed housing. 

The program is financed through the "tandem plan" vehicle under 
which the originating lender sells the low-rate loan to the Govern
ment N" ational Mortgage Association at market prices. The loans are 
then resold by G NMA either directly as mortgages or securities, or 
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indirectly through the Federal Financing Bank, with the government 
recouping all but a small portion of its outlav. The amount of subsidy 
depends upon market interest rates when the loans are made and sold. 

The program has been implemented in stages since enactment in 
1974. The 1975 Emer~ency Housing Act authorized increased assist
ance for up to $10 billion in mortgages. Of this amount, $5 billion has 
been apprepriated, and $3 billion has been offered by GN:MA exclu
sively for new multifamily, FHA insured mortgages. Most of the $3 
billion is not yet committed, and release of the other appropriated $2 
billion rests with the discretion of HUD. No new authorization is 
required. 
Sen ate oon:firmation ofF ederal I nsurarwe Arlndnistrator 

Section 16 of the bill would require Senate confirmation of the Fed
eral Insurance Administrator effective on January 1, 1977. 

The Committee received documentation from both the Library of 
Congress-and the Comptroller General that this position should be sub
ject to confirmation by the Senate and would automatically be so con
sidered unless the law specifically indicates otherwise. Failure to in
clude the requirement in the statute was .apparently an oversi~ht, and 
rather than depending completelv upon t~e opinion by the I .. ibrary of 
Congress and the Comptroller General, 1t was agreed by the Com
mittee to clarify the issue by a statutory change. 
Senate confirmation of G N M .A President 

Section 17 of the bill would require that the Pl'esident of the Gov
ernmen·t National Mortgage Association be appointed by the Presi
dent and confirmed bv the ~e:nate. 

The qommittee notes the tremendous .growth in the operations of 
GNMA m recent ye~~s t<_> the point that Its responsibilities, includin~. 
the volume of securities msured and the .portfolio of mortgages helct,. 
now exceeds $)20 billion. 

The President of GN~fA carries a great responsibility in manau
ing .an operation of this magnitude. Deci$ions on purchases and sal:s 
of mortg~es and mortgage-backed securities could result in serious 
losses t0 the Federal Government. I .. ast year, the cost of the GNMA 
operation was we.U over $700 million. Most of tlus was losses incurred 
due to the difference between the price GNMA paid for mortgages and 
the price GN:J\!A rec-eived for mortgages when sold at auction or at 
established prices to recoup funds borrowed from the Treasury to con
duct the program of special assistance required nnder the law. 

The decision to require confirmation by the Senate o£ the GNMA 
President indicates the degree of importance the Committee attaches 
to this very responsible ]?OSition. The Committee expects the President 
to act forthwith in makmg the appointment and sending the name to· 
the Senate :for confirmation. 

SECTION -BY -SECTION SU:i\Il\:I:ARY 

Section 2 (a) would increase the authorization for honsing assist
ance annual contributions contracts by $696 million on ,July 1, 1976. 
It would als;o provide that ttdditional contract authority autliorized on 
or .ai!er July 1, 1975, shall be available only as provi(ll~d for in appro
pnatwns acts. 

•' 
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. Section 2 (b) would J;>rovide that $60 million of the contract author
~ty shall be for modermzation of existing low-rent public housing pro
Jects. It would also require that at least $200 million of the amount 
authoriz1!d sha}l be for ownership by public housing agencies involvinu 
l~ew constructwn or substantial rehabilitation other than under Sec': 
hon 8, and that at least $265 million of the amount authorized be made 
a.vailable for new construction or substantial rehabilitation under Sec
bon 8 .. This subsection also re<1uires that of the balance of authority to 
enter 1nto annual contributions contracts which is available on and 
after October 1, 1976 (other than the $696 million referred to above), 
the Secretary shall make available for new construction or substantial 
rehabilitation a~1d for ownership by public housing agencies other 
than under Seet10n 8, respectively, amounts which bear the same ratios 
to, the. total amount of s!lch authority as the amolmts required under 
tins. ~Ill ~o be made available for new construction or substantial re
hab1htat10-? and for ownership by public housing agencies other than 
under ~?echon 8, respectively, bear to $696 million. 

, Section 2 (c) would authorize for appropriations $576 million on or 
after O_ctober 1, 1976, for the purpose of providing operating subsidies 
to pub~1c housing agencies. 

Section 2(d) would increase the annual contributions contracts for 
low-income housing :for members of Indian tribes by $17.5 million per 
year on July 1, 197ft 
S~tion 3 of the bill ":ou1d extend the Section 235 Homeownership 

Assistance Program until September 30 1977 and would increase the 
autho~ization by $200 million on July 1: 1976: It would also establish 
a ma::-unum mortgage insurance premium for Section 235 at a level 
not lu~her than the Section 203 (b) premium. . 

Section 4 would extend Section 236 Rental Assistance until Sep
tember 30, 1977. 

Section 5 would broaden the program of FHA insurance for sup
plemental loans under Section 241 of the National Housing Act to 
cover hospitals. · 

Se~tion 6. would amend S~ction 244 of the National Housing Act to 
provide co-msurance a!lthorit;Y to the ~ecretary for multifamily proj
ects s~onsorecl by pubhc housmg agencies. The purpose of the amend
ment 1s. to allow somewhat more flexibility in the assumption of risk 
for proJects sponsored by public housing agencies than for those spon
sor~d ~y other mortgagees as provided in existing law. 

Se_ct10n 7 would am~nd the experimental financing provision under 
Sect10n 245 of the N atlonal Housing Act by extending the expiration 
date until September 30, 1977. 

Section 8 would add a new section, Section 247, to the National 
Housing Act which would provide contract authority to the Secre
tary to ma;ke rental assistance pay!l?ents in FHA-insured projects of 
the followmg three types: (a) proJects threatened with foreclosure 
(b) projects on ~hich the mortgage has been assigned to the Secre2 
tary, and (c) proJects owned by the Secretary. The rental assistance 
shall be made under the same terms provided under authority of Sec
tion 8 of the Housing Act of 1937. This subsection authorl.zes $154 
million for this program for the Fiscal Year ending September 30, 
1977. This subsection also bars assistance for the above listed projects 
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under Section 8 of the U.S. Housing Act of 1037 for all ussistanc~ 
approved after September 30, 1976. . 

Section 9 would amend Section 518 (a) of the National Housing Act,. 
which provides for compensation to correct defects in new housing \vith 
FHA-insured mortgages, by extending the deadline for filing applica
tions by an additional 7 months. This section would also require the 
Secretary to notify eligible home owners of the provisions of the new 
amendments within 30 davs after' enactment of this bill. 

Section 10 (a) would ainend Section 518 (b) of the National Hous
ing Act, which provides compensation to correct defects in existing 
properties with mortgages insured by FHA between 1968 and 1073 
under Sections 203 and 221 or at any time under Section 23i) of the 
National Housing Act, to extrnd the time limit for applying for as
sistance on mortgages under Sections 203 and 221 to a date not more 
than 4 months after the· date of enactment of this bill. It would also 
charge expenditnres under Section 518 (b) to the FHA insmance fund 
covering the mortgage on the proper~y. . . 

Section 10 (b) would amend SectiOn 518 of the N atwnal Housmg 
Act by adding a new subsection (d) which does two things. First, it 
would create an interim program for compensation for defects in hous
ing with 203 and 221 mortgages purchased between 1973 and enact
ment of this bill giving mortgagors one year from enactment to apply. 
Second, it would create a permanent compensation program appil
cable to existing 1-4 family properties with mortgages insured under 
the National Housing Act. (A permanent program already exists in 
Section 518 (b) "·ith respect to properties insured under Section 2~5-
of the National Housing Act.) The programs created by the new sub
section would be broa<ler than the currei1t temporary program in ~ec
tion 518 (b) for compensation on properties with Section 203 and 221 
loans, in that they \Yould not be subject to the existing restriction to 
properties in older, declining urban areas, and in that they would be 
eligible for reimbursement for defects which "seriously affect use and 
livability of properties," rather than only for "structural or other 
major defects which so seriously affect nse and livability as to create 
a serious danger to the life or safety of inhabitants." The new subsec
tion would also require that any expenditures for such corrections shaH 
he chargeable to the insurance funds applicable to the mortgage cov
ering the structure, and authority is given for necessary sums to reim
burse the insurance funds through appropriations acts. 

Section 11 would incrPase the authorization for Section 202 loans 
for housing for the elderly and handicapped by $2.5 billion. It would 
also amend the interest rate formula with respect to this program to 
require that the maximum rate shall not exceed the average intm·est 
rates on all outstanding interest-bearing obligations of the U.S. Gov
ernment, computed at the end of the fiscal year preceding the date on 
which the loan is made. 

Section 12 (a) would amend Section 312 of the Housing Act of 1964 
b:v increasing the authorization by $150 million for the period be
ginning July 1, 1976, and ending on September 30, 1977. 

Section 12 (b) would amend Section 312 of the Housing Act of 
Hl64 bv authorizing a higher interest rate to be charged for Section 
312 borrmvers whose incomes exceed the maximum income permitted 
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under HUD regulations for occupaney in projects financed with be
low market interest rate mortgages insured under Section 221 (d) ( 3) 
of the National Housing Act. 'lhe mte for such borrowers shall not 
exceed the current average madcet yield on outstanding long-term 
marketable obligations of the U.S., plus an allowance for administra
tive costs. 

Section 13 would amend Section 701 of the Housing Act of 19.)4 by 
increasing the authorization by $100 million prior to October 1, 1977. 

Section 14 would extend the termination date for the Emergency 
Home Owners Relief Act from J nne 30, 1976, to September 30, 1977. 

Section 15 would extend the termination date of the Emergency 
Home Purchase Assistance Act from July 1, 1976, to October 1, 1977. 

Section 16 would require Senate confirmation of the Federal Insur
ance Administrator effective Jan nary 1, 1977. 

Section 17 would require Senate confirmation of the President of 
the Government National Mortgage Association effective as of the 
date of enactment of the bill. 

COST OF LEGISL.\TION 

In accordance with Section 252 of the Legislative Reorganization 
Act, the Committee reports that the bill would authorize $27.2 billion 
in new budget authority, with anticipated outlays of $420.7 million in 
fiscal year 1977, $888.4 million in fiscal year 1978, $587.6 in fiscal year 
1979, $776.3 in Fiscal Year 1980, and $920.9 million in fiscal year 1981. 
These estimates are identical to those prepared by the Congressional 
Budget Office. 

CORDON RULE 

In the opinion of the Committee, it is necessary to dispense with the 
requirements of subsection 4 of Rule XXIX of the Standing Rules of 
the Senate in order to expedite the business of the Senate in connection 
with the report. 



MINORITY VIEWS OF MESSRS. TOWER AND GARN 

There are two basic objections which we have to this bill. One 
objection is that we do not agree that the life of some of these pro
grams should be extended. The bill does not merely extend the dollar 
authorization of some programs, but it also significantly alters some 
existing programs and certain functions of HUD. The other objec
tion we have is more general in scope, but equally, if not more 
important. The basis for this objection is that the Committee and 
the Congress have failed to adequately analyze and evaluate existing 
housing programs, which has resulted in not having a comprehensive 
view as to how to effectively provide for this nation's housing needs. 
vVe continue to take a shotgun approach when we enact "piecemeal" 
housing legislation. It is time we broadened our perspective and 
realistically looked at our housing needs and developed a long-range 
program for meeting them. 

COMJ\fENTS ON PARTICULAR SECTIONS 

Section B.-HUD had requested $850 million to be used in the Sec
tion 8 lower income public housing program. Of this amount, about 
$154 million was intended to be used to assist FHA-insured (non
public housing) projects that were in financial trouble. The Com
mittee transferred these funds to a newly created Section 247 
program, however, leaving $696 million in new contract authority 
for public housing programs. 

Instead of givmg HUD flexibility in the use of these funds, we 
mandated that $465 million or 64 percent of these funds be used for 
new construction. Additionally, at least $200 million of this amount 
must be used for conventional, turnkey, or public housing programs 
other than that which is provided in Section 8. w-e do not quarrel 
with the need to use newly constructed units to provide housing under 
the Section 8 housing program. vVe do think, however, that where 
there are perfectly good units in a city, which are vacant, Federal 
funds should be used to fill the vacancies rather than used to build 
new units. The latter could result in overbuilding in a community 
which would result in losses to HUD and owners of already vacant 
units. 

Our concern with Section 2 is that it mandates that well over half 
of the funds be used for new construction. Our first and foremost 
concern should be to provide decent housing for people who cannot 
afford it. It should make littl-e difference whether the housing is new 
or existing. HUD should be able to determine for each community, 
whether the local markets can support new construction, or whether 
there is an adequate supply of existing units. Mandating new con
struction can reduce the flexibility, and perhaps the efficiency of 
HUD's effort to provide adequate housing to lower-income families. 

(23) 
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"\V e would also note that mandating use of $200 million for new 
construction under the traditional public housing programs (turnkey 
and conventional) could result in significant delays in providing 
housincr for lower-income families. HUD advises that the average 
time f~om application to occupancy in conventional public. housing 
projects is almost 4 years ( 46 months) and for turnkey proJe~ts, ~he 
time is 33 months. HUD estimates the average time from apphcatwn 
to occupancy in Section 8 new construction projects will be 21-24 
months. We would also expect significant delays in HUD's imple
mentation of the traditional programs. It must be remembered that 
a major retraining of HUD personnel would have to occur before 
applications could be received and processed. The total cost over the 
40 year life of these traditional projects will be about $8 billion. 

Section 2 also authorizes $575 million for operating subsidies. for 
public housing projects that were built without ~ectwn 8 fundmg. 
It must be remembered that when these conventional and turnkey 
projects were built, they were designed to ~e fi~ancially sound, based 
on rental revenues and HUD annual contl'lbutwns. Each year, how
ever, the amount expended for operating subsidies f~r conventi~mal 
and turnkey projects increases. TI:ese ~re the. same kmd of proJects 
for which we mandate HUD fundmg m Sectwn 2(b). HUD figures 
show that for every traditional public housing unit, over $541000 
is paid in operating subsidies over the life of the an~mal con~n~m
tions contract. "\V e can only expect that because we ·w1ll b~ bmldmg 
more of these units they will also need millions of dollars m operat-
ing subsidies in the years to come. . 

Section 2 also requires that $60 million in new contract authority 
for modernization assistance be committed in fiscal year 1977. This 
figure is deceptive because, i~ r~ality, the tota~ c~st of thi~ provision 
approaches $1.26 billion! Th1s mcludes the prmc1pa~ and mt~rest on 
$645 million in capital expenditures. This amount ~s three times as 
great as that provided in the current fisc~l year. ~lnle we agree t~1at 
modernization funds are needed, we questwn the wisdom of mandatmg 
that HUD spend this large amou;nt in fiscal year .1977. . 

Section 1,.-This part of the b1ll extends the ~de of the Sectw;n ?36 
subsidized housing program. Currently, there e:;nsts about $~25 ~1lhon 
in unused authority in the program. vVe question the contmuatl?n. of 
this program. If the $125 ~~Ilion is to be used for ope~ating subs1d1es, 
would it not be better to ut1hze the newly created Sectaon 247 program 
instead? Section 247 was designed to provide assistance to FHA
insnred multifamily projects that were suffering financial difficulty. 
Using Section 236 and Section 247 for the same purposes can only serve 
to confuse and complicate matters. 
· IV e also question the need to produce additional Section 236 units. 
This program has been plagued with many failures. Many projects 
have been foreclosed upon and HUD owns several of these projects. 
Additionally, many are in severe financial difficulties and are in need 
of additional Federal support in the form of operating subsidies m;der 
Section 236 or Section 247 or through the Section 8 program. G1ven 
these facts, additional new construction should be curtailed until there 
has been a proper investigation and evaluation of this program. 

Sr;ction R.-This na.rt of the bill creates a new Section 247 to the 
National Housing Act. We think it will create another level of bu
reaucracy which can only result in greater costs and more red-tape . 
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There are many FHA-insured multifamily projects, both. subsidiz~d 
and unsubsidized, that are in financial trouble. Other proJects are m 
some condition of default or foreclosure, and others are owned by 
HUD. The question is: What should be ~one wi.th them? ~UD has 
proposed making Section 8 public hol;lsmg ~ss1stance available to 
elicrible families who reside in these umts. Th1s ·would resolve many 
olthe financial problems of t~e~e projects. and stil.l Pl'<.>Vid.e adf>:quate 
housing for lower-income fa1mhes. There IS a specific lme Item m the 
budget for this request. . . . 

Proponents of Section 24 7 argue that SectiOn 8 pubhc housmg 
funds should not be used to "bail out" FHA-insurcd projects. Con
sequently, the amount of Section 8 funds that I:IUD_ wa~tf>:d to use f~r 
this purpose, $154 million, was deleted ~rom thmr $~o0 mllhon au~h~n
zation request and transferred to Sectwn 247. Tins l~ft $696 m.1ll~on 
in Section 8 authorization to be used for new constructiOn and ex1stmg 
units. At the same time the money was transferred, however, the 
proponents stated that Section 247 funds ~' ... shall be subject to ~he 
terms and conditions which are applicable to contracts under SectiOn 
8 .... ~' 

This does not seem to make sense. If Section 24 7 is to be administered 
and implemented in accordance with th~ pro'2-sions of the ~ectio.n 8 
public housing program, why create Section ~41 as an ~xactly IdentiCal 
program? I£ one is conce_rned abo~t .lmowmg precisely h?w many 
dollars will be used to "ba1l out" ex1stmg FHA-msured proJects that 
are in financial trouble, all one has to do is look at the figures in the 
budcret for the Section 8 program. By doing so, the public can de
tern~ine just how many Federal dollars are going into this area. If 
the authorizing or appropriations committees disagree with the Ad
ministration's figures for this program, they can act accordingly. The 
better approach would be to not create another identical program. 

Section 9.-This section was intended to amend Section 518(a) of 
theN ational Housing Act, to extend the application deadline for this 
program from the current limit of four years to four years and seven 
months. In fact, however, this provision does something quite differ
ent. It allows a person, within seven months of enactment, to apply 
for Section 518 (a) assistance, regardless of how old his home is, as 
loner as it was purchased when it was new and FHA insured the mort
gaie at that time. For example, Section 518 (a) benefits could be avail
able to a homeowner who purchased a new house 12 years ago under 
an FHA program. 

IV e think this completely distorts the program, and even a seven 
month extension of the application time limit is not justifiable. As we 
understand it, this amendment resulted from a particular problem in 
a particular community. vVe do not think a Federal law should be 
changed just because of a single set of circumstances. 

Section 10.-This section also makes major changes in Section 518 
(b), and, consequently, alters the basic role of the FHA in insnring 
mortgages. Since its inception, the role of the FHA was to insure that 
the mortgacre would be paid should the mortgagor default on his mort
gage paym~nt. It appraised and inspected the house solely for the 
purposes of determining the value of the home. Once the value was 
determined, FHA could then decide whether it should or should not 
insure the mortgage. 
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This section completely changes the role of the FHA. From enact
ment forward, FHA. will not only be responsible for appraising the 
home for its value, but it will now have to warrant that the house is 
free from any structural defect that would "· .. Beriously affect ·use 
and liveability of any ... dwelling which is more than one year old 
on the date of issuance of the insurance commitment. " 

The importance of this provision cmmot be overstated. FHA process
ing of applications ·will now take infinitely longer because it will no\v 
have to examine houses to see if there are any structural defects that 
affect its use and liveability. To examine an existing house for struc
tural defects is extremely difficult and will, therefore, increase process
ing time. Furthermore, nowhere in the legislation is "use and ]i,-e
ability" defined. This can only cause complications and confusion. 
'Vhat is useable and liveable to one inspector might not mean the same 
to another, even if regulations could be drafted so as to offer a guide 
to the inspectors in making their inspection. 

Furthermore, this program will cover unsubsidized as well as sub
sidized homes. Originally, this program was designed to protect pur
chasers of existing Section 2:35 subsidizr,d houses. These purchasers 
'\vere often low-income urban dwellers who were not familiar with 
the problems of homeownership. Often, they were sold housing of 
questionable condition and value. Because of these circumstances, Con
gress decided that HUD should provide a greater service in the Sec
tion 235 program. In addition to appraising the value of the house, they 
should also, based on a reasonable inspection, make snre it is struc
turally sound. If it is later found to suffer structural defects, and these 
defects " ... so seriously affect the use and liveability as to create 
a seriom danger to the life or safety of inhabitants ... " then Hl:'n 
must provide compensation to correct the defects. It should be noted 
that this standard in existing law is stronger than that proposed in 
Sec. lO(b). 

The effect of this amendment would extend this benefit to all owners 
of 1-4 family properties where the mortgages thereto are insured. 
These could be individuals with greater incomes who can purchase 
$50,000 houses. We do not agree that these mortgagors should be so 
protected. If a person makes a major investment in a home, he should 
make a very small expenditure. if he desires, to have a qualified person 
in the private sector inspect it in order to determine its condition. 
'Vhen FHA was established, it was not envisioned that it would per
form these services. We do not think its original role and purpose 
should be changed at this time. 

If the role of the FHA is to be changed, we think change should 
<'Ome afb>r f'areful review bv this Committee. Th~>re are many other ns
pects of FHA programs which cot.1ld be analyzed and evaluated at the 
same time. 

Section 11.-This section provides for an increased authorization 
of $2.5 billion for the Sec. 202 Elderlv homing program. The Admin
istration has proposed nsl.ng $375 miliion for this direct loan p1'0p.;T:1m 
for Fiscal Year 1977. The authorized Rmount represents over a 650 
percent increase in the current program l.e~el. . 

No one can arQ:l'le the need :for proVIdmg decent housmg for our 
elderly citizens. Many are on fixed incomes and housing costs are ris
ing rapidly. We would note, however, the following about housing 
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programs for: the el4erly. The Section 202. progral?- ~s not r~stricted 
to families w1th low mcomes. There are no mcome limits applicable to 
this program, and families with low, moderate, and high mcomes are 
eligible. As is made clear elsewhere in this report, about 43 percent of 
all public housing tenants are elderly and/or handicapped. It is ex
pected that the majority of the tenants in the Section 8 program will 
be low-income elderly. 
If sufficient funds are appropriated, no would prevent the en-

tire $2.5 billion b · used in Fiscal Year 1 . We think this would 
be excessive, espec y since this figure represents a direct Federal 
outlay. :Much of the housing needs for elderly citizens can be provided 
through new construction or existing units under public housing pro
grams. Since there are no income limits applicable to Section 202 ten
ants, we question whether the Federal government should directly 
fu1ance housing which could be used by some hig~er i~come tena~ts. 
We think that Federal dollars should be used pnmarlly to provide 
housing for families who can least afford decent shelter. Such is not 
always the case with Section 202. 

SOLVING HOUSING NEEDS 

1Ve have another concern about this bill which is less specific than 
the above mentioned objections. This concern goes basically to the 
problem of how we approach solutions to our housing needs. '\Ve think 
that by many of our actions in Congress, we often thwart many of our 
well-intentioned efforts before they get i>ff the ground. 

For example, during the past 18 months, the housing industry has 
suffered tremendously, as have other industries. In response to this 
downturn, the Congress, HUD, the Federal Home Loan Bank Board, 
the Fed, VA, and the Farmers Home Administration offered literally 
dozens of programs to aid housing. ·we do not question the intent of 
these institutions in formulating these programs, nor do we deny that 
they had some positive effect. We would not deny, however, that so 
many programs, which were constantly changing, caused ~~at con
fusion among builders, lenders, realtors, and purchasers. Add1tlonally, 
many of. these programs had limited funds and tlus caused expecta
tions among consumers which could not be fulfilled. 

1Ve have talked with several in the industry which revealed the fol
lowing about these programs. Builders who obtained commitments 
under a program that offered 83,4 percent money often lost the COJ?
mitment fee because a month later, 8 percent money was made avail
abJe under another program. This made his 8% percent money un
attractive to prospective purchasers, and, consequently. he was fo::-ced 
to purchase commitments at the lower rate. Lenders often complamed 
that they had to hire persons just to keep track of the ev~r-cl~anging 
housing programs. They had to keep_ abre~1st of the chan12;m~ ~nterest 
rates applicable to the dozens of different progr~ms. Additlo~mlly, 
while under some programs they could make commitments to bmlders 
as they saw fit, under other programs they had to dole out fnnds based 
on precise a.llocation guidelines. In addition to varying- interest rates, 
the many programs contained different mortgage limits and income 
limits. 
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The results of these many efforts are mixed. Yes, housing was pro
duced because of these programs. However, the overlap, duplication~ 
volatility, and limitations of these progra_ms, we subm~t, caused m~ch 
unneeded hardship, and, in many cases, hmdered housmg production. 
We think this bill has characte,ristics of the approach we have taken 
these past several months. We think there should be a better approach 
to solving our housing needs. . . 

For example, this bill contains at least four methods to pr·ov1de addi
tional Federal assistance to ailing multifamily projects. Section 236 
has about $125 million of unused contract authority, all or part of 
which can be used for operating subsidies for Section 236 projects. 
Section 247 has $154 million to assist FHA-insured projects. Addi
tionally, we authorize $576 million for operating subsidies for publ~c 
housing. Section 8 funds can also be used to assist Section 202 proJ
ects, and FHA-insured projects until September 30,1976. 

In addition to this operating assistance, we authorize new funds and 
extend the life of several production programs. We add funds to Sec
tion 235 and extend the life of Section 236. We provide additional 
funds for Section 8 and mandate the use of the turnkey and conven
tional public housing programs. vVe enlarge and extend the Section 
312 Rehabilitation program and do the same for the Section 202 elderly 
housing program. vV e extend the life of the Emergency Home Pur
chase Assistance Act and we enlarge the public housing modernization 
program. "T e also set aside additional funds for Indian housing 
programs. 

In addition to the above, it must be remembered that there are dozens 
of other subsidized and non-subsidized housing programs in HUD, 
Farmers Home Administration and the VA. Because of the sheer 
numbers involved, we think that the time and energy expended by 
agencies in attempting to implement these programs is not very pro
ductive. There are a finite number of people who do the processing, and 
every change we make in these programs requires additional delays in 
implementation and red-tape. "\Ve shudder at the delays we envision at 
HUD when they have to retrain personnel to process conventional 
and turnkey public housing applications, after having spent the bet
ter part of a year preparing them to process Section 8 applications. 
Because of the numbers of programs, consumers of these programs are 
terribly confused. Should they purchase before a certain deadline to 
take advantage of a tax credit? Is it better to buy under Section 23;) 
or under the G NMA program offering 71;2 percent mortgages? How do 
I know whether one program still has funds or not? Why is one builder 
advertising 71;2 percent money, another 5 percent, and another 8 per
cent? The frustrations potential homeowners encounter should not be 
overlooked. 

What disturbs us about this bill is that we have extended, enlarged, 
and created new programs without the benefit of any analysis or evalua
tion. Should we mandate the construction of conventional and turnkey 
units without first examining not only the direct costs, but the poten
tial operating costs as well as potential management problems? Should 
we continue the Section 235 program in its present form without really 
lrnowmg how it might work, or whether· further changes might be 
needed? Should we just have one operating subsidy program instead 
of sevetal? We think that many of the faults of the present programs 
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exist because there has been a lack of objective evaluation after they 
have been created. 

It is incredible to us that we should adopt the amendments to Section 
518 (b) without more analysis. Should we not ask ourselves why par
ticipation in the FHA programs has decreased so markedly in the 
last few years? It is too simplistic to say the re:_tson is increased red
tape and more Federal bureaucracy. If there IS more red-tape, we 
must ask why. Is it because >ve require FHA to insure higher-risk 
loans, which might cause greater analysis by the underwriters? Is it 
because we require them to inspect homes, not just to determine value, 
but to determine how habitable it is? 'Vould it not be beneficial to 
determine why the VA programs seem not to be plagued with the 
allegations that have been made against FHA? 

These examples are just a few of manv that cause us sincere concern. 
For every problem, >ve seem to adopt a vnew housing program without 
really evaluating the problem to determine if, in fact, what is needed 
is a new program. As previously stated, we often think this approach 
can serve to be counterproductive. 'Ve think the Committee should 
seriously look at our ~10~sing programs to determine if, ~n fact, they 
represent our best thmlnng as to how to meet the housmg needs of 
this country. 'Ve would propose that the Committee work with the 
several Federal agencies, as \vell as those in the private sector who are 
involved in housing, in making this determination. We would also 
encourage the use of professional analysts who might not be closely 
tied to the housing industry, hut who might be able to provide objec
tive solutions to this problem. 

No one can deny that new housing must be built and existing hous
ing must be revitalized. Our concern is that we clearly identify the 
needs, that we recognize the time and cost elements involved, and that 
we, the Congress, the Administration and the private sector partici
pants, work together to fulfill the identified needs. We think this bill 
does little to foster this objective. 

JoHN TowER. 
JAKE GARN. 



ADDITIONAL VIEWS OF SENATOR HELMS 

I have read the minority views of Senator Tower and Garn and I 
am in basic agreement with them. Certainly, they are closer to my 
own vie·ws than are those agreed to by the majority of the Committee 
members. However, I seriously question the ap.rn;opriateness of the 
Federal Government's role in our Nation's housmg market. It is ob
vious to me that this legislation only represents more tinkering with 
housing by the Federal Government. This Bill will do little to help 
solve our Nation's housing problems. A much better solution would be 
to let the virtually unlimited ingenuity and energy of free enterprise, 
unsmothered by government interference, solve our Nation's housing 
problems-problems which, to a large extent, have been created by 
government interference with the marketplace. 

JESSE HELl\IS. 
(30) 

0 
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HOUSING ACT AMENDMENTS OF 1976 

JuNE 25, 1976.-0rdered to be printed 

Mr. REuss, from the committee of conference, 
submitted the following 

CONFERENCE REPORT 
[To accompany S. 3295] 

The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the House to the bill (S. 3295) to ex
tend the authorization for annual contributions under the United 
States Housing Act of 1937, to extend certain housing programs under 
the National Housing Act, and :for other purposes, having met, after 
full and free conference, have agreed to recommend and do recommend 
to their respective Houses as :follows: 

That the Senate recede froni its disagreement to the amendment of 
the House to the text of the bill and agree to the same with an amend
ment as follows: 

In lieu of the matter proposed to be inserted by the House amend
ment insert the following: 

SHORT TITLE 

SECTION 1. This Act may be cited as the "Housing Authorization 
Act of 1976". 

Al\IENDl\IE~TS TO THE UXITED STATES HOUSING ACT OF 1937 

SEc. 2. (a) Section 5(c) of the United States Housing Act of 1937 
is amended-

( 1) bv striking out the first sentence and inserting in lieu 
thereof the :following new sentence: "The Secretary is authorized 
to enter into contracts for annual contributions aggregating not 
more than ~1.!\24,000.000 per annum. which limit shall be increased 
by $965,000.000 on ,Tuly 1, 1974, by $662,300,000 on .Tuly 1, 1975, 
and by $850,000,000 on October J. 1976. except that the additional 
authoritv to enter into rontracts for annual contributions provided 
on or a-fter .Tuly l. 1975. shall be efl'Pctive only in such amounts 
as may be approved in appropriation Acts,"; 'and 
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(2) by inserting immediately after "on July 1, 1975," in the 
fourth sentence thereof the following: "and by not less than 
$17,000,000 per annum on October 1, 1976,". 

(b) (1) Effective on October 1, 1976, the second and third sentences 
of section 5 (c) of such Act are amended to read as follows : "Of the 
addi~ional authority to enter into contracts for annual contributions 
provided on October 1, 1976, and approved in appropriation A .. cts, the 
S(>,cretary shall (A) make available at least $60,000,000 for the modern
ization of low-income housing projects, and (B) make available at 
least $140,000,000 to assist in financing low-income housing projects 
for ownership by public housing agencies other than under section 8, 
of which not less than $100,000,000 shall be available only for the pur
pose of financing the construction or substantial rehabilitation of low
income. housing projects. The Secretary, in utilizing the additional 
authonty to enter into contracts for annual contributions provided on 
October 1, 1976, shall administer the programs authorized by this Act 
to provide assistance for new, substantially rehabilitated, and existing 
umts, to the maximum extent practicable and consistent with section 
213(d) of the Housing and Community Development Act of 1974, in 
accordance with the goals of units of general local government for such 
types of housing as reflected in their housing assistance plans prepared 
pursuant to section 104 (a) ( 4) of such Act.". · 

(2) Effective on October 1, 1976, the fourth sentence of section 5(c) 
of such Act is amended by striking out "to the amount of contracts for 
annual contributions required to be entered into by the Secretary un
der the second sentence of this subsection". 

(c) Section 9 (c) of such Act is amended to read as follows: 
"(~).There are auth?riz~d to be appropriated, for the purpose of 

providmg annual contributions pursuant to this section not to exceed 
$535,000,000 on or after July 1, 1975, not to exceed $80,000,000 on 
or after July 1, 1976, and not to exceed $576,000,000 on or after 
October 1, 1976.". 

. (d) Sections 8 (c) ( 4) of such Act is amended by striking out the pe
rwd at the end thereof and inserting in lieu thereof the following: 
", and subject to the provisions of the following sentence, such pay
ments may be made, in the case of a newly constructed or substantially 
rehabilitated project, after such sixty-day period in an amount equal 
to the debt service attributable to such an unoccupied dwelling unit 
for a period not to exceed one year, if a good faith effort is being made 
to fill the unit and the unit provides decent, safe, and sanitary housing. 
No such payment may be made after such sixty-day period (i) if the 
unoccupied unit is in a project insured under the ·National Housing 
Act, except pursuant to section 244 of such Act, or ( ii) if the Secre
tary determmes that the dwelling unit is in a project which provides 
the owner with revenues exceeding the costs incurred by such owner 
with respect to such project.". 

(e) Section 8 (f) of such Act is amended by striking out "and" at 
the end of paragraph (4), by striking out the period at the end of 
paragraph ( 5) and inserting in lieu thereof "; and", and by adding 
the following: new paragraph at the end thereof: 

" ( 6) the t~rm 'debt service' means the required payments for 
principal and interest made with respect to a mortgage secured by 
housing assisted under this Act.". 

.. 
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(f) The third sentence of section 3 ( 2) of such Aet is amended by 
striking out the word "and" before "(C)" and inserting before the 
semicolon the fol1owing: "and (D) other single persons in circum
stances described in regulations of the Secretary: Provided, That in 
no event shall more than 10 percent of the units under the jurisdiction 
of any public housing agency be occupied by single persons under this 
clause (D): Pro1Jided further, That in determining priority for ad
mission to housing under this Act the Secretary shall give preference 
to those single persons who are elderly, handicapped, or displaced 
before those eligible under this clause (D)"· 

(g) Section 8 (e) ( 1) of such Act is amended by inserting after 
"State or local agency" the following: "or the Fanners' Home 
Administration". . 

(h) Notwithstanding any other provision of law, the value of any 
assistance paid with respect to a dwelling unit under the United States 
Housing Act of 1937, the National Housing Act, section 101 of the 
Housing and Urban Development Act of 1965, or title V of the Hous
ing Act of 1949 may not be considered as income or a resource for the 
purpose of determining the eligibility of, or the amount of the bene
fits payable to, any person living in such unit for assistance under title 
XVI of the Social Security Act. This subsection shall become effective 
on October 1, 1976. • 

SECTION 235. HOMEOWNERSHIP PROGRAM 

SEc. 3. (a) Section 235 ( m) of the National Housing Act is amended 
by striking out "June 30, 1976" and inserting in lieu thereof "Sep
tember 30, 1977". 

(b) The last proviso in section 235(b) (2) of such Act is amended 
by striking out "$21,600", $25,200", "$25,200", and $28,800" and 
inserting in lieu thereof "$25 000" "$29 000" "$29 000" and "$33 000" .- ' ' ' ' ' ' ' ' respectively. 

(c) SPction 235 (i) ( 3) (B) of such Act is amended by striking out 
"$21,600", "$25,200", "$25,200", and "$28,800" and inserting in lieu 
thereof "$25,000", "$29,000", "$29,000", and "$33,000", respectively. 

(d) Section221(d) (2) (A) ofsuchActisamended-
(1) by striking out "$21,600" and "$25,200" in the matter pre

ceding the first proviso and inserting in lieu thereof "$25,000" and 
"$29,000", respectively; and 

(2) by strikin~ out "$25,200" and "$28,800" in the second pro
viso and inserting in lieu thereof "$29,000" and "$33,000", 
resnectivelv. 

(e) Section 235(h) (2) of such Act is amended by striking out "80 
per centum" wherever it appears and inserting in lieu thereof "95 per 
centum". 

(f) ( 1) Section 235 (a) of such Act is amended-
( A) by inserting " ( 1)" immediately after " (a)"; and 
(B) by adding at the end thereof the following: 

"(2) (A) Notwithstanding any other provision of this section, the 
Secretary is authorized to make periodic assistance payments under 
this section on behalf of families whose incomes do not exceed the max-
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imum income limits prescribed :pursuant to subsection (h) (2) of this 
section for the purpose of assistmg such families in acquiring owner
ship of a mobile home consisting of two or more modules and a lot on 
which such mobile home is or will be situated, except that periodic 
assistance payments pursuant to this paragraph shall not be made 
with respect to more than 20 per centum of the total number of units 
with respect to which assistance is approved under this section after 
January 1, 1976. Assistance payments under this section pursuant to 
this paragraph shall be accomplished through payments on behalf of 
an owner of lower~ income of a mobile home as described in the preced
ing sentence to the financial institution which makes the loan, advance 
of credit, or purchase of an obligation representing the loan or ad
vance of credit to finance the purchase of the mobile home and the lot 
on which such mobile home is or will be situated, but only if insurance 
under section 2 of this Act covering such loan, advance of credit, or 
obligation has been granted to such institution. 

" (B) Notwithstanding the provisions of subsection (c) of this sec
tion, assistance payments provided pursuant to this paragraph shall 
be in an amount not exceeding the lesser of-

"(i) the balance of the monthly payment for principal, interest, 
real and personal property taxes, insurance, and insurance pre
mium chargeable under section 2 of this Act due under the loan 
or advance . of credit remaining unpaid after applying 20 per 
centum of the mobile homeowner's income; or 

(ii) the difference between the amount of the monthly payment 
for principal, interest, and insurance premium chargeable under 
section 2 of this Act which the mobile homeowner is obligated to 
pay under the loan or advance of credit and the monthly payment 
of principal and interest which the owner would be obli~ated to 
pay if the loan or advance of credit were to bear interest at a rate 
derived by subtractin~ from the interest rate applicable to such 
loan or advance of credit the interest rate differential between the 
maximum interest rate plus mort~a~ insurance pl'l'mium ap
plicable to mortgages insured under s1rbsection (i) of this section 
at the time such loan or advance of credit is made and the interest 
rate which such mortgages are presumed, under re~ulations pre
scrilwil hv the Sen ... etary, to bear for purposes of subsection (c) 
(2) of this section." 

(2} Section 235(e) of such Act is amended by inserting "(a) (2) 
(B)," imediately before" (c)"· 

SECTION 236 AMENDMENTS 

SEc. 4. (a) Section 236 ( n) of the National Housing Act is amended 
by striking ont "June :30, 1976" and inserting in lieu thereof "Sep
tember 30, 1977". 

(b) Section236(f) (2) ofsuchActisamended-
( 1) by insertin~ " (including the amount allowed for utilities 

in the case of a project with separate utility metering)" immedi
ately after "basic rentals" in the first sentence thereof and by 
striking out everythin~ in such sentence which follows "of their 
income" and inserting in lieu thereof a period; and 
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(2) by inserting "(including the amount allowed for uti1ities 
in the case of a project with separate utility metering)" immedi
ately after "rental payment" in the second sentence thereof and 
by striking out everything in such sentence which follows 
"tenant's income" and insertmg in lieu thereof a period. 

FHA SUPPLE~IENTAI, LOANS FOR HOSPITALS 

SEc. 5. Section 241(a) of the National Housing Act is amended
( 1) by inserting ", hospital," immediately after "multifamily 

project" in the first sentence thereof; 
(2) by inserting", hospital," immediately after "such project" 

in the material preceding the proviso in the second sentence 
thereof; and 

(3) by inserting", hospital," immediately before "or a group 
practice facility" and immediately before "or facility" in the 
proviso in the second sentence thereof. 

CO-INSURANCE 

SEc. 6. (a) Section 244 of the National Housing Act is amended by 
inserting at the end thereof the following new subsection: 

"(g) (1) Where the mortgagee is a public housing agency or an in
sured depository institution and the mortgage covers a multifamily 
housing project, the co-insurance contract may provide that the mort
gagee assume ( i) the full amount of any loss on the insured mortgage 
up to an amount equal to a fixed percentage of the outstanding princi
pal balance of the mortga~e at the time of claim for insurance benefits, 
or ( ii) the full amount of any losses on insured mortgages in a port~ 
folio of mortgages approved by the Secretary up to an amount equal 
to a fixed percentage of the outstanding principal balance of all mort
gages in such portfolio at the time of claim for insurance benefits on 
a mortgage in the portfolio, plus a share of any loss in excess of the 
amount under clause ( i) or ( ii), whichever is applicable. 

"(2) The second sentence of subsection (d) shall not apply to mort
gages made to public housing agencies, but for purposes of such sec
ond sentence such mort~ages shalJ not be counted in the aggregate 
prim·ipal amount of all mort~ages insured under this title. 

"(3) The Secretary may make loans, from the applicable insurance 
fund, to public housing agencies in connection with mortgages which 
have been insured pursuant to this subsection and which are in default. 

" ( 4) The Secretary may insure and make a commitment to insure 
in connection with a co~ insurance contract pursuant to this subsection 
(A) a mortgage on a project assisted under the second proviso in the 
first sentence of section 2~6(b) of this Act, and (B) a mortgage or 
ailvance on a mortgage made to a public housing agency on a project 
under co;nstruction which is not approved for insurance prior to 
com;truct1on. 

"(5) As used in this subsection, the term 'public housing- agency' 
has the same meaning as in section 3(6) of the United States Housing 
Act of 10~7. and the term 'insured clenository institntion' means any 
savings bank, savings and loan association, commercial bank or other 
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such depository institution whose deposits are insured by the Federal 
Deposit Insurance Corporation, by the Federal Savings and Loan In
surance Corporation, or by an agency or instrumentality of a State. 

"(6) Notwithstanding any other provision of this Act, the Secre
tary may include in the determination of replacement cost of a proj
ect to be covered by a mortgage made to a public housing agency and 
insured pursuant to this subsection, such reserves and development 
costs, not to exceed 5 per centum of the amount otherwise allowable, 
as may be established or authorized by the pub1ic housing agency con
sistent with such agency's procedures and underwriting standards.". 

(b) Section 244 (a) of such Act is amended by adding the following 
new sentence at the end thereof: "A mortgagee which enters into a con
tract of co-insurance under this section shall not by reason of such 
contract, or its adherence to such contract or applicable regulations 
of the Secretary, including provisions relating to the retention of risks 
in the event of sale or assignment of a mortgage, be made subject to 
any State law regulating the business of insurance.". 

EXPERIMENTAL FINANCING 

SEc. 7. Section 245 of the National Housing Act is amended by 
striking out "June 30, 1976" and inserting in lieu thereof "Septem
ber 30, 1977". 

MULTIFAMILY MORTGAGE LIMITS 

SEC. 8. (a) The National Housing Act is amended by striking out 
"by not to exceed 75 per centum in· any geographical area" where it 
a:rme11rs in f"PI'tions 207fc) (ll). 21~(h) (2). 99.()(d) On (B\ fiii). 221 
. (d).(3) (ii), 22~(d) (4) (ii), 231.(c) (2), and 234(e) (3) and inserting 
m hen thereof m each such section "by not to exceed 50 per centum in 
al)y geographical area". 

(b) ( 1) (A) Section 207 (c) ( 3) of the National Housing Act is 
~mended by striking out "$1~,000", "$18,000", "$91,500", "$26.500", 
'$30,000", and "!/;3,250" in the mnttN· nreceilin(J' the first. SPmil'olon 
aml insPrtinO' in liP'' therPo-f "!I:HU500", "$21,600", "$25,800", "$31,800", 
"$~6.000", and "3.900", respectively. 

(B) Section 207(c) (3) of such Act is further amended by striking 
ont "$15.000". "$21 .000". "$25,7nO", "$.12.2!l0". ar>d "s;R6.4flfi" in the 
matter following the first semicolon and inserting in lieu thereof 
"$22.500", "$25.200". "$R0.900", "$RR,700", and "4R.75R", resnPctively. 

(2) (A) RPction 213 fb) (2) of snch Act is amPniiNl bv strikinQ" o-itt 
"$13.000", "$18.000", "$21.500", "$26.500", and "$30,000" in the m~tter 
preceding the first proviso and inserUnO' in lieu thereof "$19,500", 
''$21.600". "~25.800". "$31.800", and "$36,000". respectively. 

(B) SectiOn 213(b) (2) ofsnch Act is further amen<led bv strikinO' 
out "$15,000", "$21,000", "$25.750", "$32.250". and "$36.465" in th~ 
fi~st proviso and inserting in lieu theerof "$22,500", "$25,200", "$30,-
900", "$38,700". and "$43.758". respectively. 

· (3) (A) Section 220(d) (3) (B) (iii) of such Act is amended bv 
~triking out "$13,000", "$18,000", "$21,500", "$26,500", and "$30,000" 
m the matter preceding "except" where it first appears and insertinQ" 
in lieu ~hereof "$19,500", "$21,600", "$25,800", "$31,800", and "$36,000": 
respecbvel¥. · 
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(B) Section 220 (d) ( 3) (B) (iii) of such Act is further amended by 
striking out "$15,000", "$21,000", "$25,750", "$32,250", and '~$36,4?5" 
in the matter following "except" where it first appears and msertmg 
in lieu thereof "$22,500", "$25,200", "$30,900", "$38,700", and "$43,758", 
respectively. 

( 4) Section 221 (d) ( 3) ( ii) of such Act is amended-
( A) by striking out "$11,240", "$15,540", "$18,630", "$23,460", 

and "$26,570" and inserting in lieu thereof "$16,860", "$18,648", 
"$22,R56", "$28,152", and "$31,884", respectively; and 

(B) by striking out "$13,120", "$18,630", "$22,080", "$27,600", 
and "$32,000" and inserting in lieu thereof "$19,680", "$22,356", 
"$26,496", "$33,120", and $38,400", respectively. 

( 5) (A) Section 221 (d) ( 4) ( ii) of such Act is amended by striking 
out "$12,300". "$17.188", "$20,525", "$24,700", and "$29,038" in the 
matter precedino- the first semicolon and in,;erting in lieu thereof 
"$18.450", "$20.625", "$24,630", "$29,640", and "$34,846", respectively. 

(B) Section 221 (d) ( 4) ( ii) of such Act is further amended by 
striking out "$13,975", "$20,025", "$24,350", "$31,500", and "$34,578" 
in the matter following the first semicolon and inserting in lieu thereof 
"$20.962", "$24.030", "$29,220", "$37,800", and "$41,494", respectively. 

( 6) (A) Section 231 (c) ( 2) of such Act is amended by striking out 
"$12,300" "$17.188", "$20,525", "$24,700", and "$29,038" in the matter 
preceding the first semicolon and inserting in .lieu thereof "$18,450", 
"$20,625", "$24,630", "$29,640", and "$34,846", respectively. . . 

(B) Section 231(c) (2) of such Act is further amended by stnkmg 
out "$13,975", "$20,025", "$24,350", "$31,500", and "$34,578" in the 
matter following the first semicolon and inserting in lieu thereof 
"$20,962", "$24,030", "$29,220", "$37,800", and "$41,494", respectively . 

(7) (A) Section 234(c) (3) of such Act is amended by striking out 
"$13 000" "$18 000" "$21 500" "$26 500" and "$30 000" in the matter ' . ' ~ ' . ' ' . ' ·' . . ' " " precedmo.: the first semicolon and msertmg m lieu thereof $19,500 , 
"$21.600", "$25,800", "$31,800", and "$36,000", respectively. 

(B) Section 234 (e) ( 3) of such Act is further amended by striking 
out "$15,000", "$21,000", "$25,750", "$32,250", and "$36,465" in the 
matter following the first semicolon and inserting in lieu thereof 
"$22,500", "$25,200", "$30,900", "$38,700", and "$43,758", respectively. 

CORRECTION OF DEFECTS 

SEc. 9. (a) (1) Section 518(b) of the National Housing Act is 
amended by striking out "not more than nineteen months after the 
date of enactment of the Housing and Community Development Act 
of 1974" in the first sentence thereof and inserting in lieu thereof "not 
more than four months after the date of enactment of the Housing 
Authorization Act of 1976". 

(2) Section 518(b) of such Act is amended by striking out the last 
sentence and inserting in lieu thereof the following: "Expenditures 
pursuant to this subsection shall be made from the insurance fund 
chargeable for insurance benefits on the mortgage covering the struc
ture to which the expenditures relate. There are hereby authorized to 
be appropriated such sums as may be necessary to cover the costs of 
such expenditures not otherwise provided for.". 
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(b) Section 518 of the National Housing Act is amended by adding 
at the end thereof the following new subsections: 

" (d) The Secretary is authorized to. make expenditures to correct. or 
to reimburse the owner for the correctiOn of structural or other maJor 
defects which so seriously affect use and liveability as to create a seri
ous danger to the life or safety of inhabitants of any one-, two-, three-, 
or four-family dwelling which is more than one year old on the date 
of issuance of the insurance commitment, is located in an older, de
clining urban area, and is covered by a mortga~ insured under section 
203 or 221 on or after January 1, 1973, but pr1or to the date of enact
ment of this subsection of (1) the owner requests assistance from the 
Secretary not more than one year after the date of enactment of this 
subsection, and (2) the defect is one that existed on the date of the 
issuance of the insurance commitment and is one that a proper inspec
tion could reasonably have been expected to have disclosed. The Sec
retary may require from the seller of any such dwelling an agreement 
to reimburse him for any payments made pursuant to this subsection 
with respect to such dwelling. Expenditures pursuant to this subsec
tion shall be made from the insurance fund chargeable for insurance 
benefits on the mortgage covering the structure to which the expendi
tures relate. There are hereby authorized to be appropriated such 
sums as may be necessary to cover the costs of such expenditures not 
otherwise provided for. 

" (e) The Secretary of Housing and Urban Development is author
ized and directed to conduct a full and complete investigation and 
study and report to Congress, with recommendations, not later than 
March 1, 1977, with respect to an effective program for protecting 
home buyers from hidden or undisclosed defects seriously affecting the 
use and livability of the home, which would be applicable to existing 
homes financed with mortgages insured uuder this Act. In the study 
and report the Secretary shall particularly investigate the need for, 
cost and feasible structure of, a national home inspection and warranty 
program, with respect to such homes, to be operated by the Federal 
Government out of fees assessed on the home buyer and amortized 
over a period of two years. The Secretary's report shall also present an 
analysis of alternative Federal programs to meet these needs, and the 
cost and means of financing such programs. In the report the Secretary 
shall also outline administrative steps which can be taken to provide 
disclosure to purchasers of existing homes financed with mortgages 
insured under this Act of the actual condition of the home and the 
types of repairs or replacements likely to be needed within a period of 
two years, such as repairs or replacement of furnace, roof or major 
appliances, based on age and useful life expectancy of such 
appurtenances." 

GENERA[, INSlJRANCE FUND AUTHORIZATION 

SEc. 10. Section 519 of the National Housing Act is amended by 
adding at the end thereof the following new subsection : 

" (f) There are authorized to be appropriated to cover losses sus
tained by the General Insurance Fund not to exceed $500,000,000.". 

HOUSING FOR THE ELDERLY 

SEc. 11. (a) Section 202 (a.) ( 4) (B) ( i) of the Housing Act of 1959 
is amended-

(1) by striking out "$800,000,000" in the first sentence and in
serting in lieu thereof "$1,475,000,000, which amount shall be 
increased to $2,387,500,000 on October 1, 1977, and to $3,300,000,-
000 on October 1, 1978"; and 

(2) by inserting the following new sentence at the end thereof: 
"The Secretary may not issue notes or other. obl_igations to the 
Secretary of the Treasury pursuant to this sectiOn m. an aggreg:::te 
amount exceeding $800,000,000 except as approved m appropna
tion Acts.". 

(b) Section 202(d) (4) of such Act is amended by adding the fol
lowing new sentence at the end thereof: "Notwithstanding the preced
ing provisions of this paragraph, the term 'elderly or handicapped 
families' includes hvo or more elderly or handicapped persons living 
together, one or more such persons living with another person who is 
determined (under regulations prescribed by the Secretary) to be 
essential to their care or well-being, and the surviving member or 
members of any family described in the first sentence of this para
graph who were living, in a unit assisted under this section, with the 
deceased member of the familv at the time of his or her death.". 

(c) (1) Section 202(a) (3) of such Act is amended by striking out 
"current avera,n-e market yield on outstanding marketable obligations 
of the United States with remaining periods to maturity comparable 
to the average maturities of such loans" and inserting in lieu thereof 
the fo1lowing: "average interest rate on an interest bearing obliga
tions of the United States then forming a part of the public debt, com
puted at the end of the fiscal year next preceding the date on which 
the loan is made". 

(2) The second sentence of section 202(a) (4) (B) (i) of such Act is 
amended by striking out "the current average market yield on out
standing marketable obligations of the United States of comparable 
maturities during the month preceding the issuance of the notes or 
other obligations", and inserting in lieu thereof the following: "the 
average interest rate on aU interest bearing obligations of the United 
States then forming a part of the public debt, computed at the end of 
the fiscal year next preceding the date on which the loan is made". 

REHABILITATION LOAN PROGRAM 

SEc. 12. (a) Section 312(d) of the Housing Act of 1964 is 
amended-

( 1) by striking out "and not to exceed $100,000,000 for the fiscal 
year beginning on July 1, 1975" and inserting in lieu thereof "not 
to exceed $100,000.000 :for the fiscal year beginning on July 1, 
1975, and not to ex'ceed $100,000,000 for the fiscal year beginning 
on October 1, 1976"; and 

(2) by adding at the end thereof the following new sentence: 
"The amount of commitments to make loans pursuant to this sec
tion entered into after August 22, 1976, shall not exceed amounts 
approved in appropriation Acts.". 

H •. Repl. 94-1304 --- 2 
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('b) Section 312 (h) of such Act is amended to read as follows: 
"(h) No loan shall be made under this section after September 30, 

1977, except pursuant to a contract, commitment, or other obligation 
entered into pursuant to this section prior to October 1, 1977.". 

EMERGENCY HOUSING 

SEc. 13. (a) Section 109 (b) of the Emergency Homeowners' Relief 
Act is amended by striking out "June 30, 1976" and inserting in lieu 
thereof "September 30, 1977". 

(b) The first sentence of section 110 (a) of such Act is amended
(1) by striking out "Until one year from the date of enactment 

of this title, each" and inserting in lieu thereof "Each"; 
(2) by inssrting "prior to October 1, 1977," immediately after 

"(1)"; and 
(3) by inserting "until one year from the date of enactment of 

this title," immediately after" (2) ". 
(c) Section 111 of such Act is amended by striking out "July 1, 

1976" and inserting in lieu thereof "October 1, 1977". 
(d) Section 3 (b) of the Emergency Home Purchase Assistance Act 

of 197 4 is amended by striking out "July 1, 1976" and inserting in lieu 
thereof "Ociober 1, 1977". 

(e) (1) Section 313(h) of the National Housing Act is amended by 
striking out the period at the end thereof and inserting in lieu thereof 
"; and", and by inserting the following at the end thereof: 

"(D) such mortgage involves a principal residence the sales 
price of which does not exceed $48,000 ($52,000 in high-cost areas 
as .determined by the Secretary) per family residence or dwelling 
umt, except that such sales price in Alaska, Hawaii, and Guam 
may not exceed $65,000.". 

(2) The amendment made by paragraph (1) shall apply only with 
respect to mortgages purchased pursuant to commitments made after 
the date of the enactment of this Act. 

FLOOD INSURANCE 

SEc. 14. (a) Section 202 (b) of the Flood Disaster Protection Act 
of 1973 is amended by striking out all that follows "shall not apply 
to" and inserting in lieu thereof the following: " ( 1) any loan made 
to .finance t?e acquisition of a residential dwelling occupied as a 
residence prwr to March 1, 1976, or one year following identification 
of the area within which such dwelling is 'located as an area containin()' 
special flood hazards, whichever is later, or made to extend. renew o; 
increase the financing or refinancing in connection with such a dwkll
ing, (2) any loan, which does not exceed an amount prescribed by the 
Secretary, to finance the acquisition of a building or structure com
pleted and o~cupied by a small business concern, as defined by the 
Secretary, prwr to January 1,1976, (3) any loan or loans, which in the 
~g~egate do no~ e~ceed $5,000, to finance improvements to orrehabil
Itatwn of a bmldmg or structure occupied as a residence prior to 
January 1, 1976, or ( 4) any l?an or loans, which in the aggregate do 
not. exc~ed an .a!llount _Prescribed by the Secretary, to finance non
residential additions or Improvements to be used solely for agricultural 
purposes·on a farm.". 
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(b) Section 1336 (a) of the National Flood Insurance Act of 1968 
is amended by striking out "December 31, 1976" and inserting in lieu 
thereof "September 30, 1977". 

(c) Section 1376 of the National Flood Insurance Act of 1968 is 
amended by adding at the end thereof the following new subsection : 

" (c) There are authorized to be appropriated for studies under this 
title not to exceed $100,000,000 for the fiscal year 1977.". 

COMMUNITY DEVEWPMENT BLOCK GRANT PROGRAM 

SEc. 15. (a) Section 103(a) (2) of the Housing and Community 
Development Act of 1974 is amended by inserting", and $200,000,000 
for the fiscal year 1977, not more than 50 per centum of which amount 
may be used under section 106 (d) ( 1) ,"immediately after "1976". 

(b) Paragraph (2) of section 105(a) of such Act is amended by 
inserting immediately after "neighborhood facilities," the following: 
"centers for the handicapped,". 

(c) Section 107 (a) ( 1) of such Act is amended by inserting the 
following immediately before the semicolon at the end thereof: "or 
in behalf of new community projects assisted under title X of the 
National Housing Act which meet the eligibility standards set forth 
in ~itle VII of the Housing and Urban Development Act of 1970 and 
~hiCh ~ere the subject of an application or preapplication under such 
title prwr to January 14, 1975". · 

(d) Section 116 of such Act is amended by adding at the end thereof 
the following new subsection : 

"(h) In the event that the total amount available for distribution 
in fiscal year 1977 in metropolitaJJ. areas is insufficient to meet all basic 
grant and hold harmless entitlement needs, as provided by section 
106 ( ~), and funds are not otherwise appropriated to meet such 
defi~Iency, the Secretary sh~ll meet the deficiency, first, from amounts 
available for use under sectwn 107 and, if such amounts are exhausted 
through a ratable reduction of all entitlements under section 106 (a)/ 

COMPREHENSIVE PLANNING 

SEc. 16. (a) The first sentence of section 701 (e) of the Housing Act 
of 1954 is amended by striking out "and not to exceed $150,000 000 for 
the fiscal year 1976" and inserting in lieu thereof "not to exceed $150,-
000,000 for the fiscal year 1976, and not to exceed $100,000,000 for the 
fiscal year 1977". 

(b) No eligible recipient under section 701 of the Housing Act of 
1954 may be excluded from qualifying for funds under such section 
solely on the basis of participation or nonparticipation under such 
section prior to fiscal year 1977. 

CONFIRMATION OF GOVERNMENT NATIONAL MORTGAGE ASSOCIATION 

PRESIDENT 

SEc .. 17. (a) The National Housing Act is amended by striking out 
the third sentence of section 308 (a) and inserting in lieu thereof the 
following: "There is hereby established in the Department of Hous
mg and Urban Development the position of President, Government 
National Mortgage Association, who shall be appointed by the Presi
dent, by and with the advice and consent of the Senate. The Secretary 
shall select and effect the appointment of qualified persons to fill the 
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offices of vice president, and such other offices as may be provided for 
in the bylaws. Persons appointed under the preceding sentence shall 
perform such executive functions, powers, and duties as may be pre
scribed by the bylaws or by the Secretary, and such persons shall be 
executive officers of the Association and shall discharge all such ex
ecutive functions, powers, and duties.". 

(b) Section 309 (d) of such Act is amended by striking out the word 
"The" immediately precedin~ "Secretary" in the first sentence and in
serting in lieu thereOf "SubJect to the provisions of section 308 (a), 
the". 

(c) Section 5315 of title 5, United States Code, is amended by adding 
at the ending thereof the following new paragraph: 

"(108) President, Government National Mortgage Association, 
Department of Housing and Urban Development.". 

(d) Section 7(c) of the De_P.artment of Housing and Urban Devel
opment Act is amended by striking out "seven" in the proviso and sub
stituting in lieu thereof "six". 

(e) Notwithstanding the amendment made by subsection (a), the 
rights, powers, and duties of the position of President, Government 
National Mortgage Association, as in effect on the day preceding the 
date of enactment of this Act shall remain in effect until the position 
established hereunder has been filled in accordance with the terms of 
this Act. 

SPECIAL ASSISTANT FOR COOPERATI'\'E HOUSING 

SEc. 18. The first sentence of section 102 (h) of the Housing Amend
ments of 1955 is amended-

(1) by inserting after "section 221(d) (3)" a comma and the 
following: "section 235, section 236, sectiOn 241, section 243, sec
tion 246, and section 203 ( n) "; 

(2) by inserting after "Housing and Urban Development Act 
of 1965" the following: "or section 8 of the United States Housing 
Act of 1937"; and 

( 3) by inserting before the period the following: "and Assistant 
Secretary for Housing Management". 

NEW COMMUNITIES 

SEc. 19. Section 720(a) of the Housing and Urban Development Act 
of 1970 is amended by striking out "June 30, 1975" and inserting in 
lieu thereof "October 1, 1977". 

URBAN HOliiESTEADING 

SEc. 20. Section 810(g) of the Housing and Community Develop
ment Af't of 1974 is amended by striking out "and not to exceed 
$5,000,000 for the fiscal year 1976" and inserting in lieu thereof "not to 
exceed $6,250,000 for the fiscal year 1976, and for the transition quar
ter, not to exceed $5,000,000 for fiscal year 1977, and not to exceed 
$5)000,000 for the fiscal year 1978". 

DAY CARE 

SEc. 21. Section 7 of the Department of Housing and Urban Devel
opment. Act is amended by adding at the end thereof the following new 
subsection: 
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"(n) Notwithstanding any other provision of law, the Secretary is 
authorized by contract or otherwise to estabish, equip and operate a 
day care center facility for the purpose of serving children who are 
members of househOlds of employees of the Department. The Secre
tary is authorized to establish or provide for the establishment of ap
propriate fees and charges to be chargeable against the Department 
of Housing and Urban Development employees or others who are 
beneficiaries of services provided by such a day care center.". 

HOlliE OWNER'S LOAN ACT 

SEc. 22. The twelfth undesignated paragraph of section 5(c) of the 
Home Owner's Loan Act of 1933 (12 U.S.C. 1464(c)) is amended by 
adding in the first sentence, immediately after the words "made pur
suant to either of such sections" and before the period the following 
language: "and in the share capital and capital reserve of the Inter
American Savings and Loan Bank". 

RESEARCH AUTHORIZATION 

SEc. 23. (a) Section 501 of the Housing and Urban Development Act 
of 1970 is amended by striking out the second sentence and inserting 
in lieu thereof the following: "There are authorized to be appropri
ated for activities under this title not to exceed $65,000,000 for the 
fiscal year 1977.". 

(b) Section 504 (b) of such Act is amended by striking out the first, 
third, and fourth sentences. 

(c) Section 502 (f) of such Act is amended by striking out the period 
at the end of the second sentence and inserting in lieu thereof the fol
lowing: "and such departments and agencies are hereby authorized to 
execute such contracts and grants.". 

NATIONAL INSTITUTE OF BUILDING SCIENCES 

SEc. 24. Section 809(h) of the Housing and Community Develop
ment Act of 1974 is amended by inserting ", and $5,000,000 for each 
of the fiscal years 1977 and 1978" immediately after "fiscal year 1976". 

RURAL HOUSING 

Sl<1c. 25. (a) Section 521(a) (1) of the Housing Act of 1949 is 
amended by striking out "rate determined annually by the Secretary 
of the Treasury" and inserting in lieu thereof "rate determined by the 
Secretary of the Treasury upon the request of the Secretary". 

(b) Section 520(3) (B) of such Act is amended by inserting "for 
lower and moderate-income families" immediately after "has a serious 
lack of mortgage credit". 

(c) Section 510 of such Act is amended by redesignating subsec
tions (f) and (g) as subsections (h) and (i), respectively, and by 

inserting the following new subsections immediately after subsec
tion (e): 

"(f) continue processin~ as expeditiously as possible applica
tions on hand received priOr to the time an area has been deter
mined by the Secretary not to be 'rural' or a 'rural area', as those 
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terms are defined in section 520, and make loans or grants to such 
applicants who are found to be eligible on the same basis as 
though the area were still rural; 

"(g) notwithstanding that an area ceases, or has ceased, to be 
'rural', in a 'rural area', or an eligible area, make assistance under 
this title available in connection with transfers and asssumptions 
of property securing any loan made, insured, or held by the Sec
retary or in connectlon with any property held by the Secretary 
under this title on the same basis as though the area were still 
rural;". 

COUNSELING 

SEc. 26. Title V of the Housing and Urban Development Act of 
1970 is amended by adding at the end thereof the following new 
section: 

"coUNSELING TO MORTGAGORS 

"SEc. 508. (a) In carrying out activities under section 501, the Sec
retary is directed to undertake programs of studies and demonstra
tions within at least three standard metropolitan statistical areas to 
determine the extent of need for and cost effectiveness of providing 
pre-purchase, default and delinquency counseling and related services 
to owners and purchasers of single-family dwellings insured or to be 
insured under the unsubsidized mortgage insurance programs of the 
National Housing Act. 

"(b) Within one year from enactment of this section, the Secretary 
shall submit an interim report to the Congress with respect to the 
progress made under such studies and demonstrations, including an 
estimate as to the date when a final report on the results of such dem
onstrations will be made available to the Congress.". 

And the House agree to the same. 
That the Senate recede from its disagreement to the amendment of 

the House to the title of the Senate bill and agree to the same. 
HENRY S. REuss, 
THoMAS I.. AsHLEY, 
LEONOR K. SULLIVAN, 
WILLIAM S. MooRHEAD, 
RoBERT G. STEPHENs, .Jr., 
FERNANDJ. STGERMAIN, 
HENRY GoNzALEz, 
PARREN J. MITCHELL, 
JERRY M. PATTERSON, 
JOHN J. LAFALCE, 
LEsAuCorN, 

ManagerB on the Partof the HoWJe. 
WILLIAM PRoxMIRE, 
JoHN SPARKMAN, 
HARRISON A. WILLIAMS, Jr., 
ALAN CRANSTON, 
AnLAI E. STEVENSON' 

ManagerB on the Part of the Senate. 

JOINT EXPLANATORY STATEMENT OF THE 
COMMITTEE OF CO~~ERENCE 

The managers on the part of the House and the Senate at the con
ference on the disagreeing votes of the two Houses on the amendments 
of the House to the bill (S. 3295) to extend the authorization for 
annual contributions under the United States Housing Act of 1937, 
to extend c-ertain housing programs under the National Housing Act, 
and for other purposes, submit the fo1lowing joint statement to the 
House and the Senate in explanation of the effect of the action agreed 
upon by the managers and recommended in the accompanying confer
ence report : 

The House amendment to the text of the bill struck out all of the 
Senate bill after the enacting clause and inserted a substitute text. 

The Senate recedes from its disagre.ement to the amendment of the 
House with an amendment which is a substitute for the Senate bill 
and the House amendment. The differen{'es between the Senate bill, 
the House amendment, and the substitute agreed to in conference are 
noted below, except for clerical corrections, conforming changes made 
necessary by agreements reached by the conferees, and minor drafting 
and clarifying changes. 

HousiNG AssiSTANCE AuTHORIZATIONS 
General 

The Senat-e bill authorized $696,000,000 in additional contract au
thority on Oddber 1, 1976, for the public honsin.,. and sedion 8 pro
grams. The Honse amendment authorized $850,000,000. The confer
ence report contains the House provision. 
Mire of new, rehabilitated, and ewisting units 

The Senate bill required the Secretary of HUD to make at least 
$465,000.000 of the additional contract authority provided on Octo
ber 1, 1976, available only for newly constructed and substantially 
rehabilitated housin~ units. 

The House amenflment did not specify a minimum level of funding 
for new and rehabilitated units under the public housing and section 8 
programs. Thus, the House amendment did not alter the requirements 
of existing> law that the proportion of new, rehabilitated, and existing 
units assisted be determined in a:rrordanPe with anoroved housing 
assistance olans in tho"e communities which submitted such plans. 
Sertion 104(a) (4) of the Housing> and Community Development Act 
of 1974 rt>Atuires each community, aHa prerequisite to receiving a com
munity development block grant, to prepare a housing assistance plan 
which assesses the housing assistance needs of ]ower-income persons 
~.nd specifies an annual tar~et for meeting those needs. With respect 
to the latter, section 104(a) (4) (B) of the 1974 Act requires the com-
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munity to "specify a realistic annual goal for the number of dwelling 
units or persons to be assisted, inoluding (i) the relative proportion of 
new, rehabilitated, and existing dwelling units .... " 

In order to ensure that the proportion of new, rehabilitated, and 
existing units specified in a housing assistance plan would be followed, 
section 213(a) of the 1974 Act gave each community with an approved 
housing assistance plan a veto, in effect, of applications for housing as
sistance which were inconsistent with the community's housing plan. 

The conferees on the 1974 Act expected that the Secretary of HUD 
would take the appropriate steps to assure fulfillment of the intent of 
Congress that local communities, not the Federal Government, deter
mine the mix of new and existing units. The importance of this Objec
tive is olearly recognized in the comments in the House committee 
report (Report No. 93-1114) on section 104: 

The requirement that housing assistance plans specify the 
relative proportion of new, rehabilitated, and existing dwell
ing units to be assisted in the community introduces a much
needed flexibility in the provision of Federal housing assist
ance. These determinations would govern the use of housing 
assistance funds allocated to communities under title II of 
the bill. Communities with an ample supply of housing but 
with many older run-down units may wish to concentrate a 
substantial portion of their funds on rehabilitating and re
pairing the older units. Other communities, with expanding 
populations and vacant lands, may well allocate most of their 
funds toward the construction of new units. The committee 
believes this opportunity for communities to make such judg
ments is an extremely important innovation in Federal hous
ing policy. (Page 7.) 

Again the House committee report, in commenting on the allocation 
of housing assistance funds by HUD clearly states the same objectives: 

The committee intends that the Secretary will allocate 
funds under all HUD housing programs which are funded 
and intended to be operative by the Congress. The propor
tion of such funds to be utilized with respect to each of the 
categories of newly constructed, substantially rehabilitated, 
or existing housing will be determined, of course, by local 
government through their housing assistance plans. (Page 
23.) 

Unfortunately, the Secretary of IDID has avoided carrying out the 
terms and intent of the 1974 Act by putting pressure on communities 
to stress existing housing over new and rehabilitated housing, bv dis
regarding the contents of housing assistance plans in allocating ·hous
ing assistance, by establishing national and area targets for the num
ber of as<>isted new, rehabilitat~rl. and existing units which bore no 
relationship to the contents of housing assistance plans, by failing 
to use the traditional public housing program to provide needed new 
housing units, and by stmcturing and 11rlministerin0' the section 8 
program in a way to make it a virtual nullity as a useful tool to assist 
newly constructed and rehabilitated units. 

The eoM.ferees felt that the Senate bill, in mandating a minimum 
level of new construction, was an inappropriate response to HUD's 
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failure to carry out the 1974 Act provisions since it merely substituted 
a Congressional determination of housing mix for an executive deter
mination. In either case the framework of the 197 4 Act's reliance on 
local determination would be violated. The conference report accord
ingly reiterates the existing requirement that housing funds be allo
cated for new, rehabilitated, und existing units in communities with 
housing assistance plans in accordance with the goals specified in their 
housing assistance plans, to the maximum extent practicable and con
sistent with section 213 (d) of the 197 4 Act. This provision could be 
applied by HUD within areas as large as housing market areas. 

With respect to the approval or disapproval of housin~ assistance 
plans as part of community development block grant applications, the 
Secretary of HUD would continue to have the same authority pur
suant to section 104 (c) of the Housing and Community Development 
Act of 197 4 which the Secretary currently has. 

Again, the conferees recognize that the success of the local determi
nation policy contained in the conference report will depend on the 
performance of HUD in implementing that policy. The conferees have 
identified several abuses by HUD over the past 18 months but by no 
means should those which are identified here be considered as 
exhaustive. 

The practice by HUD ofestablishing national targets for the num
ber of assisted new, rehabilitated, and existing units is inconsistent 
with local determination of housing mix. These national targets have 
been translated into areawide targets. As a result, communities which 
have provided for new construction in their housing assistance plans 
and have sponsors interested in developing that housing have been 
required by HUD to accept existing housing units instead because the 
area's taroet for new construction have been reached. 

It is apparent to the conferees that HUD is quite aware of the con
flict between HUD targets and the contents of local housing assistance 
plans because it has attempted to pressure communities into preparing 
housing assistance plans which more nearly conform to HUD's tar
gets for the mix of new and existing housing. The following letter 
from a HUD official is but one example: 

DEPARTMENT oF HousiNG AND URBAN DEVELOPMENT, 

PHILADELPHIA AREA OFFICE, 

Philadelphia, Pa., February 23,1976. 
To: All community development block grant applicants. 
Subject: Section 8 Housing and CDBG applicatwns. 

For the foresePable future, it appears that developers and state 
agencies. will continue havin~ diffic~Ilties in obtaining needed financing 
for Sectwn 8 New ConstructiOn. '" e at HUD are concerned that com
munities and HUD work together to make maximum use of commu
nities' existing housing stock-a priority of both HUD and the 
Congress. 

'Vhen you are preparing your Second Year Housing Assistance 
~lan. the~·ef_ore I urge you to seriously consider emphasizing the Sec
tion 8 Existing program-rather than New Construction or Substan
tial Rehabilitation in your three year goal. The Section 8 Existing 
program can be used mther as a "finders keepers" program in which 
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households find and move into units meeting Housing Quality Stand
ards or as an "in place" program to subsidize househo.lds living in 
units meeting Housing Quality Standards but now paymg .an excess 
of their incomes for rent. Either method can meet the housmg needs 
of many elderly households and families. . 

In adrlition, I would like to encourage you to further ?o_ns1der the 
use of CDBG rehabilitation and code enforcement activities, rather 
than the use of CDBG funds for acquisition of sites for subsidized 
housing. In general, Section 8 New Construction projects do no~ re
quire a financial write down in land costs or site improveme~t~. G1ven 
limited resources at local and federal levels, you should utilize your 
CDBG dollars in other ways which still address your pressing housing 
and community development needs. 

You should be prepared for a wait of perhaps three to five years 
for new Section 8 units to become available. 

I recognize, of course, that not all communities can effectively utiliz~ 
a Section 8 Existing Program. In addition, extraordin.ary !ocal condi
tions may determine that Section .8 New ConstructiOn IS the o~ly 
strategy which addresses local housmg needs and that CDBG momes 
should be spent for advance site acquisition and preparation. You 
should be aware, however, that all Section 8 sites must meet specified 
site and neilrhborhood criteria and that CDBG approval by HUD does 
not necessarily imply HUD approval of the cleared site for Section 8 
units. 

In general, I strongly urge you to consider the thrust of this mes
sage-to conserve the existing housing stock-in your housing plan
ning for your CDBG application. 

Sincerely, 
PAUJ. T. CAIN, 

Area Director. 

The reference in the above letter to the difficulties in develoninP" new 
housing units under section 8 points up another aspect ol BUD's 
performance. The conferees, in fashioning the 197 4 Act, did not believe 
they were providing for a housine; program for lower-income persons 
which was cyclical in nature, and 'lvhich therefore could not produce 
housing when interest rates were hie;h and when financing for multi
family units was generally tight. The unwavering- housing policy of 
the Congress has been to ·provide programs and funds to produce a 
high volume of units for lower-income persons regardless of market. 
conditions. When the new section 8 proR:ram was authorized in 1974~ 
the conferees made clear that should HUD emphasize this program 
and should it not produce unit.<; in a timely manner, other programs, 
such as public housing and section 236, should be utilized. 

Not only has HUD kept all its eggs in the section 8 basket, it has 
made that program, throug-h numerous policies and administrative 
directives unattractive for the development of. new and substantially 
rehabilitated housing units. One of the major BUD-imposed stum
bling blocks to section 8 development has been the contract rent ceil
ings determined by HUD on the basis of "comparable" rents being 
charged in the community in existing rental projects. The conf~rees 
wish to reaffirm the statements in the House and Senate committee 
reports which direct HUD to establish contract rents which result in 
sound development rather than non-development. The conferees expect 
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that in the future HUD will not discoura~Ye the development of new 
and rehabilitated section 8 proiects because" market or other conditions 
make unassisted apartment development unattractive. 
Public housing 

The Senate bill required that at least $200,000,000 of the new co~
tract authority provided on October 1, 1976, be used under the t~adi
tional public housing program for newly constructed and substantially 
rehabilitated low-income proiects. The House amendment left ~o the 
discretion of HUD the relative allocation of the new authonty as 
between section 8 projects and traditional public housing projects, 
and also left open the relative use of funds to finance the development 
of new public housing projects and the acquisition of existing units. 

The conference report directs HUD to allocate at least $140,000,000 
in contract authority for traditional public housing, at least $100,-
000,000 of which must be used for the provision of additional new or 
rehabilitated low-income projects. Thus, the conference report both 
reduces the size of the public housing set-aside contained in the Senate 
bjJl and moves closer to the House provision which provided greater 
discretion in the use of the additional contract authority. 
Indian housing 

The Senate bi1l required that at least $17,500,000 in contract author
ity be made available on July 1, 1976, for public housing for members 
of Indian tribes. The House amendment required that at least $17,-
000,000 of the additional contract authority provided on October 1, 
1976, be made available for public housing- for members of Indian 
tribes. The conference report contains the House provision. 
Public hou~Sing modernization 

The Senate bill required that at least $60,000,000 of the additional 
contract authority provided on October 1, 1976, be made available ~or 
the modernization of existing public housing projects. The House 
amendment contained no similar provision. The conference report con
tains the Senate provision. 
Public housing operating subsidies 

The Senate bill authorized $576,000,000 for fiscal year 1977, and the 
House amendment authorized $575,000.000 for grants to public hous
ing authorities to meet deficits arising because operating costs exceed 
rental incomes. The conference report contains the Senate provision. 

The conferees note that HUD testified that, in calculating the need 
for $576 million in operating subsidies, the Department has presumed 
implementation of a revised and improved Performance Funding For
mula deve1oped for HUD by the Urban Institute. The conferees ex
pect the Department to implement this revised formula as soon as 
possible and to report its progress to both committees within 30 days. 
Outstanding appropriations 

The Senate bill contained a provision, not in the House amendment, 
which required that any appropriations for public housing and section 
8 available after October 1, 1976, be used for new construction and re
habilitation and for public housing in the same ratio as the additional 
authorit.) _·~ovided on October 1, 1976, was required to be used. The 
conference report does not contain the Senate provision. 
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ELIGmiLITY FOR TRADITIONAL PUBLic HousiNG AND SEcTION 8 

The Senate bill contained a provision, not in the House amendment, 
which makes single non-elderly persons eligible for occup::ncy of 
public housing and section 8 units in up to 10 percent of a pubhc hou~
mg agency's units, provided that single persons who are elderly, handi
capped or displaced get preference for admission. The conference 
report contains the Senate provisions. The conferees expect the Secre
tary of HUD to limit the applicability of this provision to situ:;ttions 
involving the rehabilitation of an existing structure, the conversiO~ of 
an existing project to ~ public housing or section 8 project, the filhng 
of vacant efficiencies which are not appropriate for occupancy by 
elderly or handicapped, and any other similar situation where it would 
be appropriate for single persons to receive assistance. 

DEFI11.'1TION oF AssisTANCE PAYMENTs As INcoME 

The Senate bill contained a provision which provided that subsid!es 
under the public housing or section 8 programs would not be consid
ered as income in determining eligibility for, or the amount of assist
ance under, the Social Security Act or any other federal law. The 
House amendment contained a similar provision. but applicable to 
supplemental security income payments of beneficiaries of assistance 
payments under any federal housing program. The House amendment 
also contained a provision, not in the Senate bill, which excluded social 
security increases occurring after May 1976 from the income of occu
pants of subsidized housing units for purposes of determining the 
rentals to be paid by such occupants. The conference report contains 
the House provision only with respect to the exclusion of housing as
sistance payments in the determination of supplemental security in
come payments. 

CoNTRAcTs FOR SECTION 8 PAYMENTS IN FARMERs HoME PRoJECTS 

The Senate bill contained a provision, not in the House amendment, 
which authorized section 8 housing assistance contracts of up to 40 
years in cases of projects financed by the Farmers' Home Administra
tion. The conference report contains the Senate provision. 

PAYMENTS WITH RESPECT TO VACANT SECTION 8 UNITS 

The House amendment contained a provision, not in the Senate 
bill, which authorizes the Secretary of HUD to make section 8 pay
ments with respect to vacant units beyond the current 60-day period, 
but only for up to 12 months in the amount of the debt s~rvice attrib
utable to the unit, and subject to other limitations. The conference 
report contains the House provision. 

AssiSTANCE PAYMENTS To FHA PnoJECTS 

The Senate bill contained a provision, not in the House amendment, 
which authorized $154.000.000 to provide section 8-type asf'istance pay
ments with._respect to FHA-insured projects threatened with foredo-
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sure, or where the projects are currently owned by HUD or subject 
to mortgages held by HUD. The conference report does not contain 
the ~enate provision. Instead the conferees direct that any assistance 
provided by HUD for this purpose will be made available from the 
$850,000,000 in additional contract authority provided by the confer
ence report on October 1, 1976, for the public housing and section 8 
prog!ams, but only to the extent, in any community with an approved 
housmg assistance plan, that the community has provided for such 
use in its housing assistance plan or has otherwise given its approval 
for such use. The conferees intend that the local communities with 
housing assistance plans, not HUD, will identify the projects for which 
such assistance could be made available. 

SECTION 235. HoMEOWNERSHIP AssiSTANCE 

The Senate bill contained a provision not in the House amendment 
increa~ing the contract authority for section 235 by $200 million. The 
conference report does not contain the Senate provision. 

The Senate bill contained a provision not in the House amendment 
which would require that the mortgage insurance premium under 
section 235 not exceed the premium under 203 (b). The conference 
report does not contain this provision. 

The House amendment contained a provision not in the Senate bill 
wlJ!ch would raise the income lill!it for eligibility for section 235 
assistance from 80 percent of median to 95 percent of median. The 
conference report contains the House provision. 
. Bot~ the ~ouse amendment ~n~ the Senate bill contained provi

Sions mcreasmg the mortgage hm1ts for section 235. The conference 
report contains the House provision which increased the mortgage 
limits for families with less than 5 persons from $21,600 to $25 000 
(and from $25,200 to $29,000 in high-cost areas) and for families ~ith 
five or more persons from $25,200 to $29,000 (and from $28,800 to 
$33,000 in high-cost areas). 

SECTION 236. RENTAL AssiSTANCE 

The Senate bill contained a provision not in the House amendment 
extending the section 236 program to September 30, 1977. The con
ference report contains this provision. 

The House amendment contained a provision not in the Senate bill 
stipulating that, in 236 projects with separate utility metering an 
amount allowed for utility costs should be included in determi~ing 
whether a tenant is paying 25 percent of income toward rent. The con
!erence report contains this provision. The conferees expressed their 
mte~t, however, that the management of these projects should strong
ly discourage tenants from the over-use of utilities, and should work 
to promote energy conservation in the project. 

FHA MoRTGAGE LIMITS IN MuLTIFAMILY HousiNG 

The Senate bill increased the mortgage limits for FHA insured 
mortgages on multifamily housing by 50 percent for 0 bedroom units 
and 20 percent for 1 bedroom units. The House amendment provided 
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an across-the-board 20 percent increase in mortgage limits, but reduced 
the allowable high-cost area increment from 75 percent to 50 percent. 
The conference report contains the House provision modified to in
clude the Senate provision with respect to 0 bedroom units. 

FHA INSURANCE FuNDS 

The Senate bill authorized the transfer of all insurance obligations 
for Section 2'21 projects from the general insurance :fund to the special 
risk insurance fund. The House amendment authorized appropria
tions of $500 million to cover general insurance fund losses. The con
ference report contains the House language. 

FHA INSURANCE FOR MILITARY HousiNG 

The House amendment contained a provision, not in the Senate bill, 
which authorized FHA mort~age insurance for military personnel and 
others in housing markets Impacted by military installations. The 
provision permitted HUD to waive any requirement in the National 
Housing Act, including economic soundness requirements, but exclud
ing labor standards, if inconsistent with the objectives of tl:e section. 
The conference report does not contain this provision. · 

Co-INSURANCE 

The Senate bill contained a provision increasing HUD's authority 
to allow flexibility in risk-sharing between HUD and any co-insuring 
lender. The House amendment allowed this increased flexibility only 
for multifamily projects where the co-insurer is a public housing 
agency or insured depository institution. The conference report con
tains the House language, with an amendment extending this flexi
bility to State-insured depository institutions. 

The Senate bill contained a provision allowing HUD to make loans 
to mortgages with respect to co-insured projects in default. The House 
amendment contained a similar proviswn, but restricted these loans 
to projects co-insured by a public housing agency. The conference re
port contains the House language. 

The Senate bill contained a provision not in the House amendment 
allowing HUD to charge a higher premium on loans co-insured by a 
public housing agency than on loans insured under regular FHA pro
grams. The conference report deletes this provision. The conferees 
wish to make clear, however, that nublic housiPg aR:encies are not pro
hibited under section 244 from charging an additional premium of 
their own, over and above the premium charged by FHA. 

The Honse amendment contained a provision, not in the Senate 
bill. allowing an increase of up to 5 percent in the BUD-determined 
replacement cost reserve for a nroiect if such an increase is allowed by 
the co-insuring public housing agency. The conference report con
tains this provision. 

The House amendment contained a provision not in the SPnate bill 
exempting co~insured loans from state insurance regulation. The con
ference report contains this provision. 

• 
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CoMPENSATION FOR DEFECTS IN ExiSTING FHA HousiNG 

The Senate bill contained a provision not in the House bill extending 
the application deadline for requesting defect compensation under 
Section 518(b) of the National Housing Act (covering certain FHA 
Section 203 and 221 homes purchased between 1968 and 1973) until 4 
months after enactment of the bill. The conference report contains 
this provision. 

The Senate bill contained a provision not in the House bill creating 
an interim compensation program under Section 518(b) for homes 
purchased between 1973 and enactment and covered by mortgages 
msured under sections 203 and 221, allowing one year from the date 
of enactment to apply. The conference report contains this provision. 

The Senate bill contained a provision not in the House bill creating 
a new, permanent defect compensation program for all 1-4 family 
existing housing purchased with FHA insured loans. This new pro
gram applied to all existing homes purchased with FHA-backed 
financing after the date of enactment. The conference report contains 
the Senate provision with an amendment directing a study and report 
by HUD, instead of a new permanent ~rogram at this time, of the 
need for and feasibility of an inspectwn, buyer information and 
warranty against defect program for all 1-:4 family existing homes 
purchased with FHA-backed financing. The conferees urge the Sec
retary to expand the study req,uired by this provision to include homes 
purchased under other financmg methods. The provision of the con
ference report, however, is no more extensive than the limits of the 
program proposed by the Senate and applies only to 1-4 family ex
isting dwellings purchased with FHA-insured loans. 

The Senate bill contained a provision not in the House bill provid
ing that the interim 1973-76 compensation program created by the bill 
would differ from the current Section 518 (b) pt·ogram in that it 
would not be restricted to older, declining urban areas and would use a 
more liberal definition of an eligible defect. The conference report 
does not contain this provision. 

SECTioN 202. LoA:Ns FOR HouSING FOR ELDERLY AND HANDICAPPED 

The Senate biJI contained a provision which would increase the 
borrowing authority for section 202 loans by $2.5 billion on July 1, 
1976. The House amendment would increaee the authority from $800 
million to $1.475 billion UJ?On enactment, to $2,387,500.000 on Octo
ber 1, 1977, and to $3.3 bilhon on October 1, 1978. The conference re-
port contains the House provision. · 

The House amendment contained a provision not in the Senate bill 
which would require approval in appropriations acts of all borrowing 
authority under section 202 in excess of $800 million. The conference 
report contains the House provision. 

The Senate bill contained a provision not in the House amendment 
which would establish the interest rate on loans under section 202 on 
the basis of the average interest rate nn all interest bearing obligations 
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of the United States forming a part of the public debt, to be com
puted at the end of the fiscal year prec~ding the da~e on w~ich the 
loan is made. Under current law, the 202 mterest rate IS established on 
the basis of the current average market yield on outstanding market
able obligations of the United States with remaining periods to matur
ity comparable to the average maturities of such loans. The conference 
report contains the Senate provision. . 

The House amendment contained a provision ~ot in the Se.nate b1ll 
which would delete statutory language excludmg the recmpts ~nd 
disbursements of the section 202 fund from the Budget of the Umted 
States. The conference report does not contain the House provision. 
It is anticipated that the Congress ':ill be. rec~iving the recomm.enda
tions of its Budget Committees on this subJect m t.he near future m the 
light of which this issue should be carefully reconsidered. 

The House amendment contained a provision not in the Senate bill 
which would change the definition of an eligible elderly family to 
include two or more persons living together, one such person and 
another providing care to the first, or a surviving member of _the 
family who was living in the unit at the time another member dted. 
The conference report contains the House provision. 

The conferees are concerned that the comparability test used to 
determine contract rents for section 8 projects may provide an obsta~le 
to the feasibility of 202 projects. There are simply no comnarable umts 
to the housino: and related facilities contemplated by the Housino: and 
Community Development Act of 1974. Therefore, the conferees direct 
HUD to use total development cost and the cost of the land in deter
mining the section 8 contract rents for 202 projects. 

SEcTioN 312. REHABILITATION LoANS 

The Senate bill contained a provision increasing the authorization 
for Section 312 by $150 million for .Tnlv 1 1976 to SPnternber RO. 1977. 
The House ammi.flment contained authoriz>ttion of !1;100 million for 
fiscal year 1977. The conference report contains the House provision. 

The Senate bi11 contaiPed a provision not in the Honse arnenflment 
creating a two-tiered interest rate structure for Section 312 loans, 
continuing the current 3 percent rate for low-income borrowers and 
allowing HTTD to :"et a higher rate, up to the Treasury borrowing rate 
plus administrative costs, for hiP"her income borrowers. The confer
ence report does not contain this Senate provision. 

EMERGENCY HoMEOWNERS RELIEF AcT 

The Senate hill contained a provision not in the House amendment 
extending until October 1. 1 !l77, the current requirement that Federal 
supervisory agencies and HUD encourage forbearance in residential 
mortgage foreclosures and that mortgagees notify the supervisory 
agencv and mortgagor 30 days before startino: foreclosure proceed
ings. The conference report contains this provision, with an amend
ment deleting the 30-day reporting requirement. 

The Senate bill contained a nrovision not in the House amenilrnent 
extending until October 1, 1977. the current requirement that HUD 
report everv 2 months on mortgao:e foreclosures. forbearance and de
linquencies. The conference report contains the Senate provision . 

.. 
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PURcHASE PRICE LIMIT ON HousiNG WITH GNMA TANDE:M: 
MoRTGAGES 

Both the Senate bill and the House amendment provided for pur
chase price limits for housing acquired with GNMA tandem plan 
mortgages authorized under the Emergency Home Purchase Assist
ance Act. The Senate bill provided that the purchase price limit would 
be the median purchase price in the local market area. The House 
amendment set a purchase price limit of $52,000 ($68,750 in Alaska, 
Hawaii and Guam). The conference report sets the purchase price 
limit at $48,000, with an increment to $52,000 in high cost areas and 
$65,000 in Alaska, Hawaii and Guam. 

ELIGIBLE CoMMUNITY DEVELOPMENT AcTIVITIES 

The House amendment contains a provision not in the Senate bill 
which authorizes the use of community development block grant funds 
for the provision of centers for the handicapped. The conference re
port contains the House provision. 

PARTICIPATION oF NEw CoMMUNITY PROJECTS 

The House amendment contains a provision not in the Senate bill 
which makes certain new community projects c·arried out under Title 
X of the National Housing Act eligible for discretionary fund assist
ance of the community development block grant program if such proj
ects meet the same eligibility criteria as new community projects being 
carried out under Title VII of the 1970 housing act. The conference 
report contains the House provision. 

SUPPLEMENTAL BLOCK GRANT u NEMPLOY:l\IENT PROGRAM 

The House amendment contains a provision not in the Senate bill 
authorizing a program of supplemental community development block 
grants in areas of high unemployment. The conference report does not 
contain this provision. 

HUD RESEARCH AuTHORIZATION 

The House amendment contains provisions not in the Senate bill 
which establish a $65 million authorization level for HUD research 
activities for fiscal year 1977, delete the separate authorization for 
the housing allowance experiment, and al'low certain delegations of 
contract authority to other Federal agencies. The conference report 
contains the House provision. 

FARMERS HouE ADMINISTRATION 

The House amendments contain provisions not in the Senate bill 
wh~ch (1) make the determination of the Treasury going rate (as the 
basts for the FmHA rate) upon reques~ of the Secretary of Agricul
~ure rather th3;n a~nually and (2) pe:m1t FmJ:IA to continue process
mg loan apphcatwns and other actwns rece1ved before an area is 
rede"'ionated from rural to non-rural. The conference report contains 
the House provision. 
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NATIONAL INSTITUTE oF BuiLDING SciENCES 

The House amendments contain a provision not in the Senate bill 
which authorizes $5 million in each of fiscal years 1977 and 1978 as 
startup funding for the National Institute of Building Sciences. The 
conference report contains the House provisions. 

HUD Cou:xSELING TO MoRTGAGORS 

The House amendments contain a provision not in the Senate bill 
which would require HUD to carry out a study on the need for and the 
effectiveness of unsubsidized mortgagor counseling. The conference 
report contains the House provision. 

FLOOD INSURANCE 

The Senate bill contained a provision not in the House amendment 
extending the emergency flood insurance program, which allows flood 
insurance in areas awaiting rate map studies, from December 31, 1976, 
to September 30, 1977. The conference report contains this provision. 

The Senate bill contained a provision exempting from the program's 
lending sanctions under Section 202(b) loans :for acquisition or refi
nancinQ: for residences completed and occupied prior to ,Jan nary 1, 
1976. The House amendment exempted loans for acquisition or refi
nancing of residences occupied before March 1, 1976, or within 1 year 
after designation of area as a flood hazard area, whichever is later. The 
conference report contains the House provision. 

The Senate bill contained three other provisions not in the House 
2mendment allowing exemptions from the program's Section 202 (b) 
lending sanctions: 

(1) Loans for improvement or rehabilitation up to $10,000 for 
residences occupied before January 1, 1976. The conference report 
contains this Senate provision, with an amendment reducing the 
maximum loan to $5,000. It is the intention of the conferees that 
such home improvement loans permitted by this provision could 
not be used for major additions to the property. 

(2) Loans :for acquisition of buildinas occupied by small 
business concerns before January 1, 1976. The conference report 
contains this provision, with an amendment anthorizinQ: the 
Secretary of HUD to define small businesses for the purposes of 
this exemption and to e:::tablish the maximum loan amounts. 

(3) Loans up to a HUD-determined amount for non-residential 
additions or improvements to a farm. The conference report con
tains this provision, with an amendment restrictinq: the exemption 
to loans for additions and improvements to bnildinq:s that are to 
be used solely :for agricultural purposes. It is the intention of the 
conferees in this provision to enable farmers to obtain financing 
in order to assist them in making necessary improvements for the 
non-residential agricultural structures on their farms. 

The Honse amendment contained a provision not in the Senate 
bill authorizing $100 million for fiscal year 1977 for flood insurance 
maps and surveys. The conference report contains this provision. 

The Senate bill contained a provision not in the House amendment 
allowing communities not participating in the flood insurance program 
to receive certain Federal assistance for disasters not involving flood
ing. The conference report does not contain this provision. 

Co:uMUNITY DEVELOPMENT GRANT ALLOCATION 

The Senate bill contained a provision not in the House amendment 
clarifying the priority of funding under the Community Develop
ment Act in the event that the funds available are insufficient to meet 
total entitlements specified in the Act. The conferees agreed to the 
Senate provision amended to establish that, in the event that the 
amount appropriated for block grants is insufficient to meet formula 
and hold harmless entitlements as specified in the law, the Secretary 
shall make proportional reductions in such entitlements. In adopting 
this amendment, the conferees intend to make dear that all entitled 
communities would absorb any shortage of funding in amounts pro
portional to their entitlements. 

SeCtion 701. Comprehemive Planning 
The Senate bill contained a provision authorizing $100 million for 

fiscal year 1977 for section 701 planninQ:. The House amendment con
tained an authorization of $75 million. The conference report contains 
the Senate provision. · 

The House amendment contained a provision not in the Senate bill 
prohibiting HUD from allocating section 701 assistance funds on the 
basis of an applicant's prior participation in the program. The con
ference report contains this House provision. 

The conferees also expressed their intent that HUD administer the 
proQ:ram in a manner consistent with the provisions of section 701 (a) 
which permit assisted governments to engage private planning con
sultants where they deem such services appropriate. 
Confirmation of the Federal Insurance Administrator 

The Senate bill contained a provision not in the House amendment 
requiring that the FIA Administrator be appointed by the President 
and confirmed by the Senate, effective January 1, 1977. The conference 
report does not contain this provision. · · 

Confirmation of Government National Mortgage k~sociation 
President 

The Senate bill contained a provision not in the House amendment 
requiring that the President of G NMA be appointed by the President 
and ~?nfirmed by the Senate. The conference report contains this 
prOVISIOn. 

Special Assi8tant for Cooperati1Je Housing 
The Senate bill contained a provision not in the House amendment 

upda~ing the duties of the HUD Special Assistant for Cooperative 
Housmg. The conference report contains this provision. 
Plawning a8sistance for new communities 

The Senate bill contained a provision not in the House amendment 
extending the new community planning assistance program until 
October 1, 1977. The conference report contains this provision. 
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Urban lwmesteailing 
The Senate bill contained a provision not in the House amendment 

increasing the authorization for the HUD urban homesteading pro
gram to $6.25 million for fiscal year 1976 and the transition quarter, 
and by $5 million in both fiscal year 1977 and fiscal year 1978. The 
conference report contains this provision. 
HUD day care center 

The Senate bill contained a provision not in the, House amendment 
authorizing HUD to operate a day-care facility for children of em
ployees. The conference report contains this provision. The conferees 
direct that HUD provide no funds for the operation or equipment 
of the :facility but merely prepare and provide the space :for the facil
ity, and initial equipment on a reimbursable basis. 
Inter-American Savings and Loan Bank 

The Senate bill contained a provision not in the House amendment 
which would allow Federal savings and loan associations to invest up 
to 1 percent of assets in the Inter-American Savings and Loan Bank 
without requiring that such investments be guaranteed by AID. The 
conference report contains this provision. 
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94TH CoNGRESS } HOUSE OJ;' REPRESENTATIVES { REPORT 
~d Session No. 94-1291 

HOUSING ACT AMENDMENTS OF 1976 

JUNE 22, 1976.-0rdered to be printed 

Mr. REuss, from the committee of conference, 
submitted the following 

CONFERENCE REPORT 

[To accompany S. 3295] 

The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the House to the bill (S. 3295) to extend 
the authorization for annual contributions under the Umted States 
Housing Act of 1937, to extend certain housing-programs under the 
National Housing Act, and for other purposes, having met, after full 
and free conference, have agreed to recommend and do recommend to 
their respective Houses as follows: 

That the Senate recede from its disagreement to the amendment of 
the House to the text of the bill and agree to the same with an amend
ment as follows: 

In lieu of the matter proposed to be inserted by the Ho"\}se amend
ment insert the following: 

SHORT TITLT!J 

SEcTION 1. This Act may be cited as the "Housing Authorization 
Act of 1976". 

AMT!JNDMT!JNT8 TO THT!J UNITBD STATBS HOUSING AOT OF 1937 

SEc.~. (a) Section .5(o) of the United States Housing Act of 1937 
u amended-

(1) by striking out the first sentence and inserting in lieu there
of the following ne'W sentence: "The SeC1'etary is authorized to 
enter into contraets for annual contribution.'S aggregating not 
more than $1 ,5~4,000,000 per annum, which limit shall be in
C1'eased by $965,000,000 on July 1, 197 4, by $.66~,300,000 on July 1, 
1975, and by $850,000,000 on October 1, 1916, ewcept that tM addi
tional authority to enter into contracts for annual conflributions 
provided on or after July 1, 1975, shall be effective onvy in such 
amounts as may be appoved in appropriation Acts."; and 

(~) by inserting immediately after "on July 1, 1795," in the 
fou1'th sentence thereof the following: "O!IU], by not less than 
$17,000,000 per arnnum on October 1, HJ76,". 

57-0060 
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(b) (1) Effective on October 1, 1976, the second and third sentences 
of section 5(c) of sueh Act are atfMnded to read as foll&ws: "Of the 
additional authority to enter into contracts for annual contributions 
prO'Vided on October 1, 1976, and approved in appropriation Acts, the 
Secretary sluill (A) make available at least $60,000,000 for the mod
ernization of low-inc&me housing projects, and (B) malce available 
at least $1J,JJ,OOO,OOO to assist in financing l&W-income housing projects 
for &Wnership by public housing agencies other t~ufn under section 8, 
of which not les8 than $100,000,000 shall be available onlty for the 
purpose of finarwilng the eonstruction or substantial rehabilitation of 
l&W-Vrw&me housing projeets. The Secretary shall, in utilizing the 
additional authority to enter into contracts for annual contributions 
provided on October 1, 1976, make assistance available under this Act 
as umwng newly construeted, substantially rehabilitated, and exis~ing 
housing units itn any cornwunity in the same proportion as is speeified 
by that comtmwnity with retJpect to assistance under this Act in its 
housing assistance pla;n pursuant to section 104(a) (4) (B) of the 
Housing and Oom;m;unity Development Act of 1974.". . 

(13) Effective on Octo.ber 1-J 1976, the fourth sentence of sectwn 
5(c) of sueh Act is amended by striking out "to the amount of con
tracts for annual contributions required to be entered into by the 
Secretary under the second sentence of this subsection". 

(c) Secti()!fl, 9(c) of sueh Act is amended to 'l'ead as foUows: 
"(c) There Ufl'e lDUthorized to be appropriated, for the pwrpOBe of 

'fJ'I'O'IJiding u:nlfllluil contributions purlJU(J!fl,t to this section not to emceed 
$535./)00,000 dn or after Ju};y 1, 1975, not to ewceed $80,000,000 om or 
after July 1, 1976, and not to ewceed $516./)00,000 ()11/, or after Octo
ber 1 1976.". 

(d) SeotJWn 8(c)'(4) of such Act is atrMnded by striki:n..g uut the 
period at the end thereof a:nd inserting in 71ieu thereof the follO'IJYilnu: 
", unul, subject to the provisions of the followilng sentence, 8UCh 1!UI!f
rnRJnts mu;y be made, iln the case of a 'M!Wly const'PUOted or substomtiully 
rehabilitated project, after such siwty-day period in om amuwnt equal 
to the debt service attributable to sueh an unoccupied dwelling unit 
for.~period not to ewceed one yeUII', if a good faith effort is beilng rnmle 
to fill the unit omd the unit provides decent, sdJfe, and somita111 l!O'IUJ
ing. No such payment mu;y be made after such siwty-day pe
riod (i) if the '11/ll;()(]mupied wnit is in a project WRwred 'I.Uflder the Na
tional H ousi:n{; Act, ewcept pursuant to section 1344 of such Act, or ( ii) 
if the Secreta111 determilnes that the dwelling unit is in a project 
which provides the owner with revenues ewceeding the costs itrtctt.rrreil 
by such owner with respect to such project."· 

(e) Section 8(/) of such Act is amended bJJ striking out "omd" at 
the end of paragraph ( 4), by 8triking out the period at the end of 
paragraph (5) a:n,d inserting in lieu thereof "j ami", and by adding 
the folWwilng new paragraph at the end thereof: 

" ( 6) t.he term 'debt service' means the required payments for 
pri'TIQipal and interest made with respect to a mortgage secured 
by huusing assisted under thisA.ct.". 

(/) The third senterwe of section 3(13) of such Act is amended by 
strilcVng out the word "tUftd" before " ( 0)" a:n.d ilnserting before tlie 
sem4colon the following: "and (D) other single persons in circwm-
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stances described in regulations of the Secretary: Provided, That in 
no event shall more tha:n, 10 percent of the 'LIIfllits wnder the jwrl8d;!,c
tion of any public housing agency be occuPjed by sirt?"1 pers~.wruler 
this cllDUse (D): Provided further, That 'tn determ'tnvng p'l"iority for 
admission to huusing 'llfnder this Act the Secreta"JJ shall give .prefer
ence to those single persons who are elderly, handuxupped, or duplaced 
before those eligible under this cllDU8e (D)"· 

(g) Section 8(e) (1) of sueh Act is amended by inserti:n{; af~ 
"State or local agency" the following: "or the FUII'mers' Home A.dmm
istration". 

(h) Notwithstanding any other provision of law, the value of any 
assistance paid 'with respect to a dwelling unit under the United States 
Housing Act of 1937, the National Housing Act, section 101 of the 
Housing Act of 1949 may rwt be considered as income or a resource for 
theJ~~-rpose of determining the eligibility of, ur the amount of benefits 
payable to, any person living in sueh unit for assistance under title 
XVI of the Social Security A.ct. This subsection sh{rll become effective 
on October 1, 1976. 

EJECTION $65 HOMEOWNEREJHIP PROGRAM 

SEc. 3. (a) Secti,on rg35 ( m) of the National H ousilng Act is amended 
by striking out "June 30, 1976" and inserting in Ueu thereof "Septem-
ber 30, 1977". . 

(b) The last JYI'<Yl'iso in section ~35 (b) (13) of such A.et is atrMnded by 
striking out "$~1.600", ''$~5.200", "$~5,1300", and "$138,800" and "in
serting in lieu thereof "$135,000", "$139/)00", "$~9,000", and "$33,000", 
respectively. . · 

(c) Section ~35(i) (3) (B) of such Act is amended. by s~riki"}-g oyd 
"$~1 600" "$135,1300'' "$135,1300" and "$~8,800" and 'tnsert'tng 'tn lwu 
ther~of "$~5,000", "t~9,000", "$~9,000", and "$33,000", respectively. 

(d) Section ~131 (d) ( ~) (A.) of such A.et is amended- . 
· (1) by strilcing out "$131,600" and "$135,1300" in the matter pre.

eeding the first proviso and inserting in lieu thereof "$~5,000" 
and "$139 ,000", respectively; and 

(13) by striking out "$135,1300" and "$138,800" in the secmul pro-
1'i,so and inserting in lieu thereof "$139,000" and "$33,()()()", respec
tively. 

(e) Section 235(h) (13) of sueh A.et is atfMnded by striking out "80 
per centum" wherever it appears and inserting in lieu thereof "95 per 
centum". 

(f) (1) Section 235(a) of such Act i,s amended~ · . 
. (A.) , by inserting " (1) " immediately after " (a) "; and 

. ... (B) JJy adding at the end thereof the foll&Wing: 
' •· ,y (2) (A.) N ot1vitlUJtanding any other provision of this seotion, the 
S~cr~tary is authorized to make periodic assistance payments under 
t~is section on behalf of famllieJJ 'whose ilncomes do not ewceed the 
mawimum income lim4ts prescribed pursuant to subsection (h) (13) of 
this section for the purpose of assistilng sueh families in acquirilng 
ownership of a mobile home consisting of ttvo or more modules omd 
a .lot on which sueh mob-ile home is or will be situated, ewcept that 
periodic assistance payrnents pursua.nt to this paragraph shall not be 
made with respect to more than 130 per centum of the total rnJI.IJfTilJer of 
units Writh respect to whioh assist,a.nce is approved 'I.Uflder this section 
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after J a'fiiU,(J,ry 1, 1976. Assistance pa'!fments tJln.der this section purtn.taint 
to this paragraph slwll be accompluhed through paym£nts lm behalf 
of an ()'IJ)'IU3r of lower-income of a mob~ /wine as described in th,e 
~ing sent&nce to the finmneitil institution which 'llUikes the· loan, 
tUIAJance of credit, or purchase of an obligation representing the loan 
or advmrwe of credit to fi'1U111UJ6 the purchase of the mobile lwtne and 
the lot on which such mobile hom£ is or will be situlited, but only if 
insurance under section 1J of this Act covering sueh loan, advance of 
credit, or obligatimt has been granted to sueh institution. 

"(B) Notnoith8tanding the provisions of subsection (c) of this sec
tion, assistance payments provided pursuant to this paragraph slwll be 
in an amount not exceeding the lesser of-

"(i) the balance of the monthly payment for principal, interest, 
real anul personal· property ta«Je8, insurance, (Ufl,(j itnsuranee pre
mium ch((fl'ge«lik 'lllflikr sectionS of this Act due 'lllflikr the loan or 
advance of .eredit remaining unpaid after applying SO per centum 
.of the mobzle ho'!Mowner's income/ or 

"( ii) the difference between the amount of the monthly pa'!J
ment for principal, interest, and insurance premium chargeable 
under section f) of this Act which the mobile lwtneowner is obli
gated to pay wnder the loan or advance of credit and the monthly 
payment of principal and interest which the owner would be ob
ligated to pt.ey if the loan or ad1Jance of credit were to bearinterest 
at a rate derived by subtracting from the interest rate applicahle 
to such loan or advance of credit the interest rate differential be
t'We61'1t the 'TIU11JJ'iJmJwm interest rate p7Jus mortgage inswrance p7'e
mi:wm applicahle to mortgages insured under subsection ( i) of this 
.section· at the t~ such loan or advance of credit is mm:le and· the 
interest rate whwh such mortgages are· presumed, under regula
tions prescribed by the Secretary, to hear for purposes of sub-
section (c) ( 1J) of this section." · 

(S) Section ~5(e) of sueh Act is (JJTnended by inserting "(a) (1J) 
(B)," immediately before " (a) "· 

SEOTION '36 AMENDMENTS 

SEc. 4. (a) Section 1J36(n) of the National Housing Act is amended 
by striking out "June 30, 1976" and inserting in lieu thereof "Septem
ber 30, 1977''. 

(b) Section 236(/) (1J) of such Act is amended-
( 1) by insertzng " ( zneluding the amount allowed for utilities 

in the O«lJe of a project with separate utility metering)" imme
diately after "basic rentuls" in the first sentence thereof and by 
striking out everything in such sentence which follows "of their 
incmne" and inserting in lieu thereof a period/ and 

(~) by inserting "(includmg the amount allowed for utilities 
in the case of a project with separate utility metering)" i'1'1'1.111te
diately after "rental payment" in the se.oond senterwe thereof and 
by striking out everything in such sentence which follows "ten
ant's income" and inserting in lieu thereof a period. 

FHA SUPPLEMJ!lNTAL LOANS FOB HOSPITALS 

SEc. 6. Section.241 (a) of the National H OOAJing Act is amended
(1) by inserting ", hospital,'' immediately after "multifatmllly 

. projeqt" in the first sentence thereof; 

.. 
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. (1J) by inserting", hospital," immediately after "8UCh project" 
zn the material preceding the proviso in the second sentence there- . 
of; and 

(3) by inserting ", hospital," i~iately before "or a group 
P,ac~ice facility" and i1111libediately before "or facility" in the pro
vuo tn the second sentence thereof. 

OO~INSURANlJE 

. S~<x·: 6. (a) Section 244 of the National Housing Act is amended by 
tnsertz'fl{l at the end thereof the followinq new subsection: 

"(g) (1) Where the mortgagee is a public housing agency or an m
sured depository institution and the mortgage covers a multifamily 
housing project1 the co-insurance conflraat 11ULY provide that the mort
gagee assume ( t) the full amount of any loss on the insured mortgage 
up to an amount equal to a jiaJed percentar;e of the outstanding princi
pal ~f!lance of the mortgage at the. time of claim for insurance benefits, 
or ! zz) the full amount of any losses on insured mortgages in a port
foh.o of mortgages approved by the Secretary up to an amount equal 
to a fo»ed percentage of the outstanding principal balance of all 
mortgages in such portfolio at the time of claim for insurance benefit& 
on a mortgage in the portfolio, f.lu8 a share of any loss in ewcess of the 
a~unt under clause ( i) or ( u), whichever is aptplicahle. 

(~). The second ~entenc~ of subse~tion (d) shall not aptp.. ly to mort
gages made to publw houszng ag~, but for purposes of such sec
~ B~ntence such mortgages slwll. not be cO'UIItted in the aggregate 
pN'fl,(J'I,pal amount of all mortgages insured under this title. · 

" ( 3) The Secretary may 'llUike loans, from the aptplicable insurance 
fund, to public houszng agencies in connection with mortgages which 
have been insured pursuant to this 8'1.11Jseation and which ((fl'e in 
default. 

"(4) The Secreta:ry may irrurure and molce a commitment to insure 
in connection with a co-insurance a01'ttract pursuant to this subsection 
(A) a mortgage on a project assisted under the second proviso in the 
first sentence of section S36(b) of this Act, and (B) a mortgage or 
advance on a mortgage mm:le to a public housing agency on a project 
wnder t'JO'IUltruction which is not approved for insurance prior to 
construction. · 

'' ( 6) As used in this subsection, the term 'public housing agency' 
has the same m£aning as in section 3(6) of the United States Housilng 
Act of 1937 anul the term 'insured depository institution' ~ any 
savings ba::Jc, savings and loan association, commereitil bank or other 
such depository institution whose deposits are insured by the Federal 
Deposit Insurance Corporation, by the Federal Savings and Loan ln
tturance Corporation, or by an agency or instrumentality of a State. 

" ( 6) Notwithstanding any other provision of this Act, the Secreta:ry 
may include in the determination of replacement cost of a p7'oject to 
be covered by a mor;tgage made to a public hOOAJing agency and insured 
pursuant to this subsection, such reserves and develo'fJ'!Mnt cOsts, not 
to ewceed 5 per centum of the amount otherwise allowahle, as may be 
estahlished or authorized by the public housing agency consistent with 
such agency's procedures and underwriting standarils.". 

(b) Section ~4.4- (a) of 8UCh Aet is amended by adding the follow:ing 
new sentence at tlw end thereof: "A mortgagee which enters into a 
contract of eo-insurance under this section shall not by reason of 8UCh 
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eO'fbtract, or its adherence to s'UCh contract or. applicable regulations 
of the Secretary, including.pro1Jisions relating to the retention ot risk8 
in the event of sale or asszgnment of a mortgage, be made subJect to 
any State law regulating the business of insurance.". 

EXPERIMENTAL FINANCING 

SEc. 7. Section !845 of the National Housing Act is amended by strik
ing out "June 30, 1976" and inserting in lieu thereof "September 30, 
1977". 

MULTIFAMILY MORTGAGE LIMITS 

SEc. 8. (a) The National Housing Act is amended by striking out 
"by not to exceed 75 per centum in any geographical area" where it 
appears in sections !807 (c) ( 3), 1313(b) (13), !8!80( d) (3) (B) (iii), !8!81 (d) 
(3) (ii), f8131(d) (4) (ii), 1331(c) (:8), and 1334(e) (3) and inserting in 
lieu thereof in each such section "by not to exceed 50 per eentum in any 
geographical area". 

(b) (1) (A) Seetion f807(o) (3) of the National Housing Act is 
amended by striking out "$13,000", "$18,000", "$!81,500", "$!86,500", 
"$30,000", and "$3./)50" in the matter preceding the first semicolon and 
inserting in lieu thereof "$19,500", "$131 ,600", "$!85,800", "$31 ,800", 
"$36,000", and $3,900", respeetively. . . 

(B) Section f807(c) (3'kof B'UCh Act is further amended by strilcing 
out "$15,000", $!81,000", "$!85,750", "$32,!850", and "$36,.1115" in the mat
ter following the first semicolon and inserting in lieu thereof "$!8!8,500", 
"$;e5,f800," "$30,900", "$38,700" and "$43,758", respectively. . . 

(!8) (A) Section f813(b) (!8) of B'UCh Act is amended by strikzng out 
"$13,000", "$18,000", "$!81 ,500", "$!86,500'', and "$30,000" in the matter 
preceding the first proviso and inserting in lieu thereof "$19,500", 
"$!81,600", "$!85,800", "$31 ,BOO", and "$36,000", respeetively. . • 

(B) Section f813(b) (!8) of s'UCh Act is further amended by stnking 
out "$15,000", "$;e1,000", "$13li,750", "$3!8,!850", and "$36,4B6" in the 
first proviso and inserting in lieu thereof "$!81£,500", "$!85$00", "$30,-
900", "$38,700", and "$43,758", respectively. 

(3) (A) Seetion !8!80( d) (3) (B) (iii) of such Act is amended by strik
ing out "$13 000" "$18 000" "$!81 t:()()" "$!86,500", and "$30,000" in the 

' ' ' ' ,v ' • • l' matter preceding "execpt" where it first appe.ars and insertzng 'tfl' wu 
thereof "$19,500", "$!81,600", "$;e5,800", "$81 ,800", and "$36,000", 
resP!etively. 

(B) Section f8!80(d) (3) (B) (iii) of such Aet is further amended by 
striki'»n out "$15 000" "$!81 000" "$!85 750" "$3!8$50" and "$36,4fJ5'' 

.• ""::! ' ' ' ' ' ' ' • • in the matter following "exeept" where it first appears and ins tn 
lieu thereof "$!8!8,500", "$26$00", "$30,900", "$38,700", and "$43,7 ", 
respectively. · 

(4) Seetion221(d) (3) (ii:J of s'UCh A otis amended-
(A) by striking out "$11 $40", "$15,51,0", "$18,630", "$!83,4BO", 

and "$26,570" and inserting in lieu thereof "$16,860", "$18,648" 
"$!8!8,356'', "$!88,152", and "$31 ,88!/', respectively; and 

(B) by striking out "$13,1!80", "$18,630", "$!8!8,080", "$1£7,600", 
and "$32,000" and inserting in lieu thereof "$19,680", "$!8!8,356", 
"$26,¥}6", "$33,1!80", and "$38,400", respectively. 
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(5) (A) Seetion f821(d) (4) (ii) of B'UCh Act i<J amended by striking 
out "$1!8 <~~()()" "$17 188" "$!80 5!85" "$!84 700" and "$139,038" in the 

"" ' ' ' ' ' - '.J • ' • • z· he 1 matter preceding the first semicolon .anu znserttng zn '/-BU t reo 
"$18,450", "$20,6!85", "$!84,630", "$!89,61,0", and "$34,846", respectively. 

(B) Section !8!81 (d) (4)( ii) of B'UCh Act is furthe'l' amended by strik
ing out "$13,.975", "$!80,025", ''$!84,350", "$31 ,500", and "$34,578" in 
the matter following the first semicolon and inserting in lieu thereof 
''$130,96!8", "$!84,030'1, "$129$!80", "$37 ,BOO", and "$41 ,494", respeetively. 

(6) (A) Section !831 (a) (!8) of such Act is amended by striking out 
"$12,300';, "$17,188", "$20,5!85", "$!84,700", and "$29,038" in the matter 
preceding the first semicolon and inserting ·in lieu thereof "$18,450", 
"no ,6!86"' "$!84,630"' "$!89 ,640"' and "$34;846"' respectiv6/;y. . . 

(B) Section 1£31 (c) (!8) of I!Uch Act is further amended by striking 
out "$13,975", "$!80,0!85", "$!84,350", "$31 ,500", and "$34,578" in the 
matter following the first semicolon and inserting in lieu thereof 
"$20 ,96!8", "$!84,030", "$1£9 ,13!80", "$37 ,800", and "$41 ,49 4", respectively. 

(7) (.A) Seetion !834( e) (3) of such Act is amended by striking out 
"$13,000'1, "$18,000", "$!81,500", "$!86,600", and "$30,000", in the matter 
preceding the first semicolon and inserting in lieu thereof "$19,500", 
"$1£1 ,600", "$135,800", "$31 ,800", and "$36,000", respeetively. 

(B) Section !834(e)(3) ofB'UCh Act is further arnended by s&Piking 
out "$15,000", "$!81,000", "$!86,750", "$31£,!850", anil "$36,4!J5" in the 
matter following the first semicolon and inserting in lieu thereof 
"$!81£,600", "$25,1£00", "$30,900", "$38,700", and. "$43,768", respectively. 

CORRECTION OF DEFECTS 

SEc. 9. (a) (1) Section 518(b) of the National Housing Act is 
amended by striking out "not more than nineteen months after the 
date of enactment of the Housing and Oom/fli.,unity Development Act 
of 1974" in the first sentence thereof and inserting in lieu thereof "not 
more than four months after the date of enactment of the Housing 
Authorization Act of 1976". 

(18) Section 518(b) ofsu.(Jh Act is amended by striking out the last 
sente:rwe and in.8erting in. lieu thereof the follmoing: "Expenditures 
pursuant to thi8 subsection shall be made from the insumnce fund 
chargeable for -insurance benefits on the mortga,ge covering the st'I"UC
ture to which the expenditures relate. There are hereby authorized to 
be appropriated such sums as may be neeessary to cover the costs of 
such expenditure.'! not otherwise provided for.'\ 

(b) Section 518 of the National Housing Act is amended by adding 
at the end thereof the following new subsections: · 

" (d) The Secretary is authori?ed to make expenditureJS to correct 
or to 1•eimburse the owner for the correction of structural or other 
majfYI' defects which so seriously affect use and liveability as to create 
a serious danger to the life or safety of inhabitants of any one-, two-, 
three-, O'r four-family dwelling which is mnre than one year old on the 
date of issuance of the insurance corwmitment, is located in an older, 
declining urban area, and is covered by a mortgage insured under 
section !803 or !81£1 on or after January 1, 1973, but prior to the date of 
enactment of this subsection if ( 1) the owner request8 a,ssistance from 
the Secretary not more than one year after the date of enactment of 
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this subsection, and (~) the defect is one that emisted on the date of 
the issumnee of the insurance commitment and is one that a propeT 
inspection could Teasonably have been empected to hame disclosed. T.he 
SeC'f'etaTY may Tequi'f'e fmm the selleT of a1'11!f such d/welling an ag'f'ee
ment to Teimburse him joT any payments rrwde pu1'suant to this sub
section ~vith Tespect to such dwelling. EmpendituTes pursuant to this 
subsection shall be made /Tom the insuTance fund ehaTgeable for in
suTance benefits on the moTtgage coveTing the structu'f'e to which the 
empenditu'f'es '!'elate. TheTe aTe hereby autho'f'ized to be approp'f'iated 
tmch 8Um8 as may be nece.YSa'f'Y to cover the co.Yt8 of such empenditu'!'e.Y 
not otheTWise povided for. 

"(e) The Sec'!'eta.TY of Housing and UTban Dwvelopment is author
ized and directed to conduct a full and complete inve.Ytigation and 
study and Teport to Oongres.Y, with Tecommendations, not late'!' than 
MaTch 1, 1977, ~vith re.Ypect to an effective progTam foT p1'otecting 
home buye'!'s /Tom hidden O'f' undisclosed defects ,ye'f'iously affecting the 
use and livability of the home, which would be applicable to emisting 
homes financed with mortgage,y insuTed unde'!' this Act. In the study 
and Tepo'!'t the Sec'!'etaTY .Yhall paTticulaTly inve.Ytigate the need joT, 
cost and feasible stTUCtuTe of a. national home inspection and waTranty 
pTOgTam, with respect to such homes, to be opemted by the Federal 
Govemment out of fee8 as.Yessed on the home buyer and amoTtized 
ove'f' a period of two yeaTs. The SeC'f'eta'f'Y'.Y Teport shall al.Yo p'l'e.Yent a.n 
analysis of alternative Fedeml progmm,y to meet these needs, and the 
cost and means of financing such pTogramoY. In the 1'epo1't the SeC'f'etaTy 
shall also outline administm.tive steps which can be taken to p1'ovide 
disclosu'!'e to pu1'chasers of emisting homes financed with mo'!'tgages 
insuTed wndeT this Act of the actual condition of the home and the 
types of Tepai'!'s or replacements likely to be needed within a pe'l'iod.of 
two yeaTs, such as Tepai'f's O'f' Teplacement of furnace, Too.f O'f' maJO'f'
appliances, based on age and useful life empectancy of such 
appu'!'tenances." 

GENERAL INSURANCE FUND AUTHORIZATION 

SEc. 10. Section 519 o( the National Housing Act is amended by 
adding at the end thereof the following new subsection: 

"(f) The'f'e aTe autho'f'ized to be app1'op'f'iated to coveT losses sus
tained by the GeneTal Insumnce Fund not to emceed $500,000,000.". 

HOUSING FOR THE ELDERLY 

SEc. 11. (a) Section ~O~(a) (4) (B) (i) of the Housing Act of 1959 
is amended--

(1) by st'f'iking out "$800,000,000" in the fiTst sentence and in
seTting in lieu the'!'eof "$1,475,000,000, which amount shall be in
C'f'eased to $~,387,500,000 on Octo beT 1, 1977, and to $3,300,000,000 
on Octobe'!' 1, 1978"; and 

(~) by inseTting the following new sentence at the end theTeof: 
"The SeC'f'etaTy may not issue notes O'f' otheT obligations to the 
SeC'f'etaTY of the TTeasu'!'y puTsuant to this section in an aggTegate 
amount emceeding $800,000,000 emcept as app1'oved in app1'op'f'ia
tion Acts.". 
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(b) Section ~O~(d) (4) of such Act is ame"'4ed by a<fding the follo_w
ing new sentence at the end theTeof: "Notw~thstand~ng fhe p'!'eced~np 
pTovisions of this paragmph, the term 'elde;rly OT handwapp~d_ fam~
lies' includes two O'f' moTe eldeTly OT handwapped persons liv~ng to_
getheT, one or moTe such pr;rsons livin[J with anotheT person who u 
determined (under regulatzons pres en bed by the S eC'f'etaTY) to be 
essential to their care or well-being, and the su'!'Viving member or mem
bers of any family desc;f-be~ in the first ~ente'IU!e of ~his paragraph 
who were living in a un~t assuted under this sectzon, with the deceased 
member of the f~mily at the time of his or he'!' death.". 

(c) Section ~O~(a) (3) of such Act is amended by st'f'iking out all 
that follows "and shall bear interest at a rate" up to "plus an allow
ance" and inserting in lieu theTeof "of 7 peT centum per annum.". 

REHABILITATION LOAN PROGRAM 

SEc.1~. (a) Section 31~(d) of the Housing Act of 1964 is amended-
(1) by st'f'iking out "and not to emceed $100,000,000 for the fiscal 

year beginning on July 1, 1975" and inseTting in lieu thereof "not 
to emceed $100,000,000 for the fiscal year beginning on July 1,1975, 
and not to emceed $100,000,000 foT the fiscal year beginn~'ng on 
October 1, 1976"; and 

(~) by adding at the end thereof the following new sentence: 
"The amount of commitments to make loans pu'l'suant to this sec
tion entered into afteT August~~' 1976, shall not emceed amounts 
approved in appop'f'iation Acts.". 

(b) Section .'312(h) of such Act is amended to read as follows: 
"(h) No loan shall be made unde'f' this section after September 30, 

1977 emcept pursuant to a contract, commitment, or other obligation 
ente;ed into pursuant to this section p'f'ior to October 1, 1977.". 

EMERGENCY HOUSING 

SEc. 13. (a) Section 109(b) of the Emergency Homeown~rs' (lelfef 
Act is amended by st'f'iking out "June '30, 1976" and insertmg m lwu 
thereof "September 30, 1977". 

(b) The first sentence of section 110(a) of such Act is amended
(1) by st'f'iking out "Until one yea'!' fTom the date of enact

ment of this title, each" and inseTting in lien the'f'eof ."Each"; 
(~) by inserting "p'f'ior to Octobe'!' 1, 1977," immedzately after 

" ( 1) " · and . · 
(3)' by inseTting "until one year jTom the date of enactment of 

this title," immediately afteT." (~) ". . . " 
(c) Section 111 of such Act zs amended by stnkmg out July 1, 

1976" and inserting in lieu thereof "Octobe'f' 1, 1977". . . 
' (d) Section .'3 (b) of the Emergency H ozn,f; Purchase. Assi~tan~e L!ct 

of 1974 is amended by st'f'iking out "Jnly 1, 1976" and znsertzng zn lzen 
theTeof "Octo beT 1, 1977". . , 

(e) (1) Section 31tJ(b) of the National HO'Ulfing<4ct z.s ar;wnded by 
st'f'iking out the pe'f'iod at the end ther-eof and tnse'f'tzng zn lzeu theTeof 
" · and b1; inserting the following at the end thereof: 

' " (D) such moTtgage involves a p'f'incipal re!ide;we the sales 
price of which does not emceed $48.000 ( $5~/)00 zn hzgh-cost areas 
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as determined by the Searetar:y} per fO/lnily residence or dtvelling 
unit, ewcept that such sales price m Alaska, Hawaii, and GUO/ln 
may '!Wt ewceed$65/)00.". 

(2) The amendment made by paragraph (1) shall apply only with 
respect to mortgages purchased pursuant to commitments made after 
the date of the enactment of this Act. 

FLOOD INSURANCE 

BEe. 14- (a) 8eci7Wn O(b) of the Flood Disaster Protection Act of 
1973 is~ by strikilng out ull that follows "shall not apply_ to" 
and imeTting in lieu thereof the follow'Vfb{J: " ( 1) o;ny loo;n iiuide to 
finance the aelfl],isition of a residential dwelling occupied as a residence 
priur to Mo:r<ih 1,1976, or rme year following identification of the area 
witll.itn which IJ'U()h dwelling is located as oo area contai!YIJ,'I'l1l speciul 
flood luieards, whichever is later, or made to ewtend, renew, or increase 
the~ or refi~ in con'r/..ectiun with such a Olwelli1'l17, (2) 
01llf!l loaii, which does '!Wt ewceed an amount presaribed by the 8ecre
tulry, to fi'no!rwe the ac(J'UJi~Jitiun of a buikli1'l17 or structure completed 
UJnd occupied by .a 8'lM1:l business concern, as deflm:ed by the Secretary, 
prior to JO/TIIUary 1,1976, (3) any loan or lo{l/f/,8, which in the aggregate 
do 'IWt ewceed $5/}00, to finance improvements to or rehabilitatiun of 
a building or structure occupied as a residence prior to January 1, 1976, 
or (4) f.llflt!J looo or Zoo;na, which in the aggregate do wt ewceetl am 
amount prescrilJed by the Secretary to finance norllf'esidentia:l addi· 
tiona or improvements to be med sokly for agriculflural purrpoBes on 
a fu:rm.". 

·(b) Section 1/J36(a) of the National Flood ln8Uranee Act of 1968 
i8 OlfM'1Iiled by striking out "December 31, 1976'" amd imertitng in lieu 
thereof "September 30, 1977''. 

(c) Sectiun 1376 of the National Flood ln8Urance Act of 1968 is 
amended by adding at the end thereof the following new subsection: 

" (c) There a'l'e muthorieed to be appropr"tated for studies u'l'l.de'l' this 
title not to ewceed $100/)00/}00 for the fiscal year 1977.". 

COMMUNITY DEVELOPMENT BLOCK GRANT PROGRAM 

SEc. 15. (a) Seetiun 103(a) (2) of the Housilng UJnd OommJI.III'Iity 
Development Act of 1974 is amended by imerting ",and $rorJ/)OO/}OO 
for the fiscal year 1977, not more tho;n 50 per ce;ntum of which OfiMIIIIllt 
may be med under section 106(d) (1)," immediatehf after "1976". 

(b) Pa'l"a!}ra'l!h (B) of section 105 (a) of IJ'U()h Act UJ amended by in
serti'l'l1l immediately after "neig'Morhood facilities," the following: 
"eent6rs for the handica'f!ped,". 

(c) Section 107(a) (1} of BUCh Act is 0/lnended by insertitng the fol
lowing immediately before the semicolon at the end thereof: "or in 
behalf of new community projects assisted under title X of the Na
tional H~ Act .which meet the eligt"bility stamdards set forth in 
title VII of the Hou.altng and Uroan Development Act of 1970 UJnd 
which we'T'e the subject of an application or preapplicatiun 'llhliler 8'UCh 
title prior to J tli1I!UUII'Y 14, 197 5''. 
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(d) Section116 of BUCk Act is amended by adding at the end thereof 
the following new subsection: . . . 

" (h) In the event that the total amount available for distnbutwn Z'fl' 
fiscal year 1977 in metropolitan areas is insufficient to meet all basw 
qrant and holdharmless entitlement needs, as provided by seetiun 
106 (a), and f'l.llfld8 (Jfl'e not othe'f"'JJi8e appr<;Priated to meet 8'UCh de
ficiency, the Secretary shall meet the deflaierr!ey, first, from amwunta 
available for me under section 107 and, if such amuwn:ts are ewlwlusted, 
through a rotatable redu.ation of all entitlements 'llhliler section 106 
(a).". 

OOMPREHENSIV!t1 PLANNING 

SEC. 16. (a) The first sentence of section 701 (e) of the HO'U8i1'l17 Act 
of 1954 is amended by striking out "and '!Wt to exceed $1$0,000/)00 
for the fiscal year 1976" and inserti1'l17 in lieu thereof "not to ewceed 
$150,000,000 for the fiscal year 1976, and not to ewceed $100,000,000 for 
the {i8cal year 1977''. 

(b) No eligible recipient under sectiun 701 of the Housi1'l17 Act of 
1954 may be ewcluded from qualifying for funds under 8'11iCh seation 
solely on the basis of participation or '!Wnpartiaipatiun u'l'l.der &ueh sec
tion prior to fiscal year 1977. 

CONFIRMATION OF GOVERNMENT NATIONAL MORTGAGE ASSOCIATION PRESIPENT 

SEc. 17. (a) The National HO'U8ing Act is amended by st'l'ilcing out 
the third sentence of section 308(a) r.md inserting in lieu the'l'eof the 
follo'!IYilnfJ: "The'l'e is hereby established in the Department of Housing 
and Urban Development the position of President, Gqvernment Na
tional M or.tgage Association, who shall be appointed by the President, 
by and with the advice and consent of the Senate. The Secretary shall 
select and effect the appointment of q:ualified persons to fill the offices 
of moe president, and such other offices as may be provided for in the 
bylaws. Persons appoo/nted u'l'l.der the preceding sentence shall per
form suah ewecutive functions, powers, and duties as may be presaribed 
by the bylaws or by the Secretary, and such parson& shall be ewecuti'IJe 
officers of the Association and shall discharge all such ewe{}Uf;ive func
tiom, po'W6rs, and duties.". 

(b) Section 309 (d) of BUCh Act is amended by striking out the 
word "The" immediately preceding "Secretary" in the first sentence 
and imerting in lieu thereof "Subject to the provisions of section 308 
(a), the". 

(e) Section 5315 of title 5, United States Oode, is amended by add
ing at the end thereof the .follmving new p([Jl'agraph: 

" ( 108) President, Government National Mortgage Association~ 
Department of HO'Uflinq and Urban Development.". · 

(d) Section 7 (e) of the Department of H O'Ufli1'l17 and Urban Devel
opment Act is amended by st'l'iking out "se1Jerl," in the proviso and 
substitutimg in lieu the'l'eof "m". 

(e) N otwithstarni!ing the amendment made by &Ubsectiun (a), the 
'l'ights, powers, anul dtuties of the position of President, Government 
National Mortgage Association, as in efleet on the day preceding the 
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date of Mt.UJtment of thi8 Act shall remain in effect until the position 
es~abluhed hereunder has been filled in accordamce with the terms of 
thuAct. 

SPECIAL ASSISTANT FOR COOPERATIVE HOUSING 

Sco.18. The first sentence of section 1014(h) of the Housing Amend
ments of 1955 i8 amendeit-

(~) by inser:ting after "~ection 14141 (d) ( 3)" a oom;ma and the fol
lo'llnrtg: "sectu:m 1435, aectwn 236, section 1441, aection 14.43 section 
2./IJ, and section 1403 ( n) "; ' 

{2) by inserting afte1' "Housing and Urbarn Developrru3nt Act 
of 1965" the following: "or section 8 of the United States Housing 
Act of 1937"; and 

{3) by inserting before the period the followilng: "and Assi8t
arnt Secretary ftn' Housing Marnagement". 

NEW COMMUNITIES 

Sec.19. Section 7140( a) of, the H ou8ing and Urban Development Act 
of1970 is amended by strilcing out "June 30, 19715" and inserting in 
heu thereof "October 1, 1977". 

URBAN HOMESTEADING 

SEc.$0. Section 810(g) of the Housinr; and Oommwnity Develop
ment Act of 1974 is amended by strikvng out "and not to eriJCeed 
$5/)00/}00 for the fiscal year 1976" and inserting in lieu thereof ''not 
to· eaJceed $8.;1!50,000 for the fiscal year 1978, and for the transition 
quarter, not to eaJoeed $15,000,000 for fiscal year 1977, and not to efl!'ceed 
$5,000,000 for the fisoal year 1978". 

DAY CARE 

SEc. 21. Section 7 of the Department of Hou.ai'f!{J and Urbarn De
velopment 4ct i8 amended by adaing at the end tnereof the following 
new subsectwn: 

" ( n). Notwithstanding any other provision of law, the Seor"etary is 
authorized by oontr~~ or otherwise to eatablzsJ; equip and operate 
a day care center famhty for the purpose of servmg ohildren who are 
memb~rs of hoy,aeholds of employees of the Department. The Secre
tary u 0;uthorzzed to establish or provide for the establishment of 
approfJ'I'ir!le fees and charges to be chargeable against the Department 
of HO'IIfl't~U and U~ban Dev:~lopment emplOJ!ees or others who are 
beneficiartes of aervzces provided by tJUCh a day oar"e center."· 

HOME OWNER'S LOAN ACT 

Sec. 2?4. The twelfth undesirJnated paragraph of aeotion 15 (c) of the 
Home f?'l/J'Tif"'s Loan Act of 193_3 (114 p.s.o. 1fiJ4( a)) is amended 
by add1lTI1J ~n the firat 8entence, 2mmed~ately after the words '''liw:de 
'f!ursuant to either of 8Uoh sections" and before the period the follow-

l~ng lang'l.tafl.e: "arul. in the share capital and capital 1'e/Jerve of the 
nter-AmertCanSavmgs and Loan Bank". 

.. 
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RESEARCH AUTHORIZATION 

Sec. ~3. (a) Section 1501 of the Housing and Urban Development 
Aat of 1970 i8 amended b:1f striking out the second sentenoe and insert
ing in lieu thereof the following: "There are authorized to be appro
priated for Mtivities under this title not to eroceed $615,000,000 for the 
fiscal year 1977.". 

(b) Section 1504(b) of such .Aat is amended by atrilcing out the first, 
third, and fourth sentences. 

(o) Slwtion 15014(!)· of such Act is amended by striking out the period 
at the end of the second sentence and inserting in lieu thereof the fol
lowing: "and such departments and agencies are hereby authorized 
to ei~Jecute such contracts and grants.". 

NATIONAL INSTITUTE OF BUILDING SCIENCES 

SEC. 144. Section 809(h) of the Housing and Oommunity Deve't.o[r 
ment .Aat of 1974 i8 amended by inserting", and $15 000/)(JO for each 
of the fiscal years 1977 and 1978" immediately after ,(fiscal year 1976". 

RURAL HOUSING 

SEc.1415. (a) Seotionl521(a)(1) oftheHUU!8ingAatoj1949isamend
ed by striking out "rate detemned (J!fl!fl,ually by the Secretary of the 
Treasury" and inserting in lieu thereof "rote detenn,ined by tlie Secre
tary of the Trea8Ury upon the request of the Secretary". 

(b) Section 15140(3) (B) ofsuch .Act is amended by inserting "for 
lower and moderate-income families" immediately after "luu a serious 
lack of mort9age credit". 

(c) SectiOn 1510 of such Act is amended by redesignating subseations 
(f) and (g) as 8Ubsections (h) and (i), respectively, and b'!f. inserting 
the follO'Ilnng netv subsections immediately after 8Ubsectwn (e) : 

" (f) continue 'JYI'OCessing as eaJpeditiously as possible applica
tions on hand received prior to the time an area luu been deter
mined by the Secretary not to be 'rural' or a 'rural area', as those 
terms are defined in section 15140, and make loans or grants to tJUCh 
applicants who are found to be eligible on the same basis as though 
the area were still rural; 

"(g) notwitluttanding that an area ceases, or has ceased, to be 
'rural', in a 'rural area', or an eli9~"ble area, make assistanoe under 
thi8 title available in connection with transfers and as8Umptions 
of property securinr; any loan made, insured, or held by the Secre
tary or in conn~ction with amy property. held by the Secretary 
under this title on the same basia as though the area were still 
ru.ral; ". 

OOUJr8ELING 

Sec. 146. Title V of the Housing and UrbarnDevelopment .Act of 1970 
is amended by ad<ling at the end thereof the following new aection: 

"COUNSELING TO MORTGAGOR$ 

"8Ec.l508. (a) In carrying out activities under seotionl501, the Secre
tary is directed to undertake progr(lfi'}UJ of studies and demonstrations 
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'I.Ditnin at least three storni/,a;r(l metropolitan statistical m-e.as to deter
~ tne emtenii of need for and cost ejfectiloeness of tyi'O'I)iding 'JYI'6· 
yurchase, defatdt and delinquencv a<n.~~Meling and related se1'Viaes to 
mJJ'Mrs and yurahasers of single-fatmily dwellings insured or to be 
insured under the unsubsidiud rrwrtgage insuranae programs of the 
NatWnol Housing Aat. 

"(b) Witkin one year from enaatment of this seation, the Secretary 
sluJJJ tmlJrnit run interim report to the Congress with, respect to the 
propress '1tU1i'k wn.der suan. studies and demonstrations, inaluding an 
estimate t18 to the date when a final report on the restdts of 8UCn dem
onstrati<m,a will be made Ufl)ailahle to the Congress.". 

And the House agree to the same. 
That the Senate recede from its disagreement to the amendment of 

the House to the title of the Senate bill and agree to the same. 

HE-:..~Y S. REuss, 
THOMAS L. AsHLEY, 
LEONOR K. SuLLIVAN, 
WILI.I.Ul S. MooRHEAD, 
RoBERT G. STEPHENs, .Jr., 
FERNAND J. STGERMAIN, 
HENRY GoNZALEZ. 
PARREN J. MrrcHELL, 
.JERRY M. PATTERSON, 
.JOHN J. LAFALCE, 
LEs AuCoiN, 

Managers on the Part (fj the H O'U8e. 
WILLIAM PRox:m:RE, 
JOHN SPARKMAN' 
l!ARru:soN A. WILLIAMS, Jr., 
ALAN CRANSTON' 
ADLAI E. STEVENSON' 
JoHN TowER, 
EDWARD w. BROOKE, 
JAKEGARN, 

ill anagers on the Part of the Senate. 

.. 

JOINT EXPLANATORY STATEMENT OF THE 
COMMITTEE OF CONFERENCE 

The managers on the .part of the House and the Senate at the con
ference on the disagreeing votes of the two Houses on the amendments 
of the House to the bill ( S. 3295) to extend the authorization for 
annual contributions under the United States Housing Act of 1937, 
to extend certain housing programs under the National Housing Act, 
and for other purposes, submit the following joint statement to the 
House and the Senate in explanation of the effect of the action agreed 
upon by the managers and recommended in the accompanying confer
ence re~rt: 

The House amendment to the text of the bill struck out all of the 
Senate bill after the enacting clause and inserted a substitute text. 

The Senate recedes from its disagreement to the amendment of the 
House with an amendment which is a substitute for the Senate biU 
and the House amendment. The differences between the Senate bill, 
the House amendment, and ·the substitute agreed to in conferenc-e are 
noted below, except for clerical corrections, conforming ·changes made 
necessary b;y agreements reached by the conferees, and minor drafting 
and clarifying changes. 

HousiNG .A.sstSTANOE AUTHORIZATIONS 

'J:'he Senate bill authorized $696,000,000 in additional contract au
thority on October 1, 1976, for the public housing and section 8 pro
grams. The House amendment authorized $850,000,000. The confer
ence report contains the House provision. 
Mile of new, rehabilitated, and ewisting units 

The Senate bill required the Secretary of HUD to make at least 
$465,000,000 of the additional controot authority provided on Octo
ber l, 1976, available only for newly constructed and substantially 
rehabilitated housing units. 

The House amendment did not specify a minimum level of funding 
for new and rehabilitated units under the public housing and section 8 
programs. Thus, the House amendment did not alter the requirements 
of ~xisti~g law that the P.ropoz:tion of new, reh.3;bilitated, and existing 
uruts assisted be determmed m . accordance with approved housing 
assis~ance plans in those com~unities which submitted such plans. 
Seot10n 104( a) ( 4) of the Housmg and Community Development Act 
of 1~74 requires each community, as a prerequisite ~.o receiving a com
mu:uty development bl07k gra~t, to prepare a housmg assistance plan 
which assesses the housmg assistance needs of lower-income persons 
and specifies an annual target for meeting those needs. With respect 
to t~e latter, ~tion 104(~).(4) (B) of the 1974 Act requires the com
munity to "speedy a realistic annual goal for the number of dwelling 

(15) 
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units or persons to be assisted, including ( i) the relative proportion of· 
new, rehabilitated, and existing dwellin~ units .... " . 

In order to ensure that the proportiOn of new, rehabilitated, and 
existing units specified in a housing assistance plan would be followed, 
section 213(a) of the 1974 Act gave each community with an approved 
housing assistance plan a veto, in effect, of applications for housing as
sistance which were inconsistent with the community's housing plan. 

The conferees on the 1974 Act expected that the Secretary of HUD 
would take the appropriate steps to assure fulfillment of the intent of 
Congress that local communities, not the Federal Government, deter
mine the m.ix of new and existing units. The importance of this objec
tive is clearly recognized in the comments in the House committee 
report (Report No. 93-1114) on section 104: 

The requirement that housing assistance plans specify the 
relative proportion of new, rehabilitated, and existing dwell
ing units to be assisted in the community introduces a much
needed :flexibility in the provision of Federal housing assist
ance. These determinations would govern the use of housing 
assistance funds allocated to communities under title II of 
the bill. Communities with an ample supply of housing but 
with many older run-down units may wish to concentrate a 
substantial portion of their funds on rehabilitating and re
pairing the older units. Other communities, with expanding 
populations and vacant lands, may well allocate most of their 
funds toward the construction of new units. The committee 
believes this opportunity for communities to make such judg
ments is an extremely important innovation in Federal hous
ing policy. (Page 7.) 

Again, the IJouse committee report, in commenting on the allocation 
of housing assistance funds by HUD clearly states the same objectives: 

The committee intends that the Secretary will allocate 
funds under all HUD housing programs which are funded 
and intended to be operative by the Congress. The propor
tion of such funds to be utilized with respect to each of the 
categories of newly constructed, substantially rehabilitated, 
or existing housing will be determined, of course, by local 
governments through their housing assistance plans. (Page 
23.) 

Unfortunately, the Secretary of HUD has avoided carrying out the 
terms and intent of the 1974 Act by putting pressure on communities 
to stress existing housing over new and rehabilitated housing, by dis
regarding the contents of housing assistance plans in allocating hous
ing assistance, by establishing national and area targets for the num
ber of assisted new, rehabilitated, and existing units which bore no 
relwtionship to the contents of housing assistance plans, by failing 
to use the traditional public housing program to provide needed new 
housing units, and by structuring and administering the section 8 
program in a way to make it a virtual nullity as a useful tool to assist 
newly constructed and rehabilitated units. 

The conferees felt that the Senate bill, in mandating a minimnm 
level of new construction! was an inappropriate response to HU D's 

.. 
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failure to carry out the 1974 Act provisions since it merely substituted 
a Congressional determination of housing mix for an exec-ative deter
mination. In either case the framework of the 1974 Act's reliance on 
local determination would be violated. The conference report accord
ingly reiterates the existing requirement that housing funds be allo~ 
cated for new, rehabilitated, and existing units in a community in the 
proportion specified in tha.t community's housing assistance plan. 
Thus, if a housing. assistance plan provides for an annual target of 
50 new units, 20 rehabilitated units, and 30 existin~ units, available 
funds, whether sufficient to support 100 units, 50 umts, or some other 
number, generally should be allocated in a manner estimated to permit 
50 percent of the units to be new, 20 percent to be rehabilitated, and 30 
percent to be existing. The conferees expect the Secretary of HUD to 
adopt procedures to permit communities to modify the part of their 
housing assistance plans relating to the mix of housing units in order 
to reflect changed conditions or priorities or for the purpose of re-
capturing unused allocations. . 

Where the amount of housing assistance funds allocated to a par
ticular community is not sufficiently large to make the proportionate 
use of each category of housing feasible, the community and HUD 
may informally work out a modification of the mix of housing units 
provided for in the community's housing assistance plan. It is not the 
mtent of the conferees that every community with a housing assistance 
plan must necessarily receive some allocation of funds, and, therefore, 
current procedures in allocating housing assistance funds need not be 
modified for the purpose of assuring an allocation for each such COJ!l· 
munity. However, the conferees expect HUD, in allocating funds, not 
to penalize any community because it has a housing assistance plan, 
and not to favor one community over another solely because of the mix 
of housing units called for in the community's housing assistance plan. 
With respect to the apJ?roval or disapproval of housing ass~ce 
plans as part of community development block grant applications, the 
Secretary of HUD would continue to have the same authority pur
suant to section 104(c) of the Housing and Community Development 
Act of 1974 which the Secretary currently has. 

Again, the conferees recogmze that the success of the local determi
nation policy contained in the conference report will depend on the 
performance of HUD in implementing that policy. The conferees have 
identified several abuses by HUD over the past 18 months but by no 
means should those which a:re identified here be considered as 
exhaustive. 

The practice by HUD of establishing nati<lnal targets for the num
ber of assisted new, rehabilitated, and existing units is inconsistent 
with local determination of housing mix. These national targets have 
been translated into a.reawide targets. As a result, communities which 
have provided for new construction in their housing assistance plans 
and have sponsors interested in developing that housing have been 
required by HUD to accept existing h'Ousing units instead because the 
area's target for new construction had been rea.Ohed. 

It is apparent to the conferees that HUD is quite aware of the con
flict between HUD targets and the contents of local housing assistance 
plans because it has attempted to pressure communities into prepn ring 
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housing assistance plans which more nearly conform to HUD's tar
gets for the mix of new and existing housing~ The following letter 
from a HUD official is but one example: · 

DEPARTMENT oF HousiNG AND URBAN DEVELOPMENT, 
PmL.ADEIJPHIA AREA OFFICE, 

Philadelphia, Pa., F eb'rUary 99, 1!116. 
To: All community development block ~ant applicants. 
Subject: Section 8 Housing and CDBG appli<~Jations. 

For the foreseeable future, it .appears that developers and state 
agencies will continue having difficulties in obtaining needed financing 
for Section 8 New Construction. 1Ve at HUD are concerned that com
munities and HUD work together to make maxi,lllum use of commu
nities' existing housing stock-a priority of both HUD and the 
Congress •. 

When you are prep~tring your Second Year Housing Assistance 
Plan, therefore I urge you to seriously consider emphasizing the Sec
tion 8 Existjng program-rather than New Construction or Substan
tial Rehabilitation in your three year goal. The Section 8 Existing 
program can be used either as a "finders keepers" program in which 
households find ~nd move into units meeting ~ousing QualitY. ~tan~
ards or as an "m place" program to subsidize households hvmg m 
units meetmg :Housing Quality Standards but now paying an excess 
of their incomes for rent. Either method can meet the housing needs 
of many elderly households and families. 

In addition, I would like to encourage you to fuvther consider the 
use of CDBG rehabilitation and code enforcement activities, rather 
than the ·u8e of CDBG funds for acquisition of sites for subsidi~ed 
housing. In general, Section 8 New Construction pr~jects do no~ re
quire a financial write down in land costs or site improveme~t:s. G1ven 
limited resources at local and federal levels, you should utilize your 
CDBG dollars in other ways which still address your pressing housing 
and community development needs. 

You should be prepared for a wait of perhaps three to five years 
for new Section 8 units to become available. 

I recognize, of course, that not all co!ll:munities can _effectively utili1!e 
a Section 8 Existing Program. In additiOn, extraordmary local condi
tions may determine tha.t Section 8 New Construction is the o~ly 
strntegy which addresses local housing needs and that CDBG momes 
should be spent for advance site acquisition and preparation. You 
should be aware, however, that all Section 8 sites must meet specified 
site and neighborhood criteria and that CDBG approv.al b;r HUD. does 
not necessarily imply HUD approval of the cleared site for SectiQn 8 
units. 

In general, I strongly urge you to consider the thrust of ~his mes
sage-to conserve the existi;ng housing stock-in your housmg plan, 
ning for your CDBG applicatiOn. 

Sincerely, 
PAUL T. CAIN, 

A.rea Director. 

.. 
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The reference in the above letter to the difficulties in developing new 
housing units under section 8 points up another aspect of HUD's 
performance. The conferees, in fashioning the 1974 Act, did not believe 
they were providing for a housing program for lower-income persons 
which was cyclical in nature, and which therefore could not produce 
housing when interest rates were high and when financing for multi
family units was generally tight. The unwavering housing policy of 
the Congress has been to provide programs and funds to produce a 
high volume of units for ]ower-income persons regardless of market 
conditions. When the new section 8 program was authorized in 1974, 
the conferees made clear that should HUD emphasize this program 
and should it not produce units in a timely manner, other programs, 
such as public housing and section 236, should be utilized. . 

Not only has HUD kept all its .eggs in the section 8 basket, it has 
made that program, through numerous policies and administrative 
directives unattractive for the development of new and substantially 
rehabilitated housing units. One of the major HUD-imposed stum
bling blocks to section 8 development has been the contract rent ceilings 
determined by HUD on the basis of "comparable" rents being charged 
in the community in existing rental projects. The conferees wish to 
reaffirm the statements in the House and Senate committee reports 
which direct HUD to establish contract rents which result in sound 
development rathe.r than non-development. The conferees expect that 
in the future HUD will not discourage the development of new and 
rehabilitated section 8 projects because market or other conditions 
make unassisted apartment development unattractive. 
Public Muaing 

The Senate bill required that at least $200,000,000 of the new con
tract authority provided on October 1, 1976, be used under the tradi
tional public housing program for newly constructed and substantially 
rehabilitated low-income projects. The House amendment left to the 
discretion of HUD the relative allocation of the new authority as 
between section 8 nrojects and traditional public housing projects, 
and also left onen the relative use of funds to finance the development 
of new public housing proiects and the acquisition of existint! units. 

The conference report directs HUD to allocate at least $140,000,000 
in contract authority for traditional public housing. at least $100,-
000.000 of which must be used for the provision of additional new or 
rehabilitated low-income projects. Thus, the conference report both 
reduces the size of the public. housing set-aside contained in the Senate 
bill and moves closer to the House provision which provided greater 
discretion in the use of the additional contract authority. 
Indian howJVng 

The Senate bill required that at least $17,500,000 in contract author
ity be made available on July 1, 1976, for public housing for members 
of Indian tribes. The House amendment required that at least $17,-
000,000 of the additional contract authority provided on October 1, 
1976, be made available for public housing for members of·Indian 
tribes. The conference report contains the Rouse provision . 
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Public lwuJting modernization 
The Senate bill required that at least $60,000,000 of the additional 

contract authority provided on October 1, 1976, be made available for 
the modernization of existing public housing projects. The House 
amendment contained no similar provision. The conference report con
tains the Senate provision. 
Public hOUIJing operating subsidies 

The Senate bill authorized $576,000,000 for fiscal year 1977, and the 
House amendment authorized $575,000,000 for grants to public hous
ing authorities to meet deficits arising because operating costs exceed 
rental incomes. The conference report contains the Senate provision. 

The conferees note that HUD testified that, in calculating the need 
for $576 million in operating subsidies, the Department has presumed 
implementation of a revised and improved Performance Funding For
mula developed for HUD by the Urban Institute. The conferees ex
pect the Department to implement this revised formula as soon as 
possible and to report its progress to both committees within 30 days. 
Outstanding aP'fJ'l'fYPriations 

The Senate bill contained a provision, not in the House amendment, 
which required that any appropriations for public housing and section 
8 available after October 1, 1976, be used for new construction and re
habilitation and· for public housing in the same ratio as the additional 
authority provided on October 1, 1976, was required to be used. The 
conference report does not contain the Senate provision. 

ELIGIBILITY FOR TRADITIONAL PuBLic HousiNG AND SECTION 8 

The Senate bill contained a provision, not in the House amendment, 
which makes single non-elderly persons eligible for occupancy of 
public housing .and section 8 units in up to 10 percent of a public hous
mg agency's units, provided that sing-le persons who are elderly, handi-

.. capped or displaced get preference for admission. The conference re· 
port contains the Senate provisions. The conferees expect the Secretary 
of HUD to limit the applicability of this provision to situations in
volving the rehabilitation of an existing structure, the conversion of 
an existing project to a public housing or section 8 project, the filling 
of vacant efficiencies which are not appropriate for occupancy by 
·elderly or handicapped, and any other similar situation where it would 
be appropriate for single persons to receive assistance. 

DEFINITION OF AssisTANCE PAYMENTS As INCOME 

The Senate bill contained a provision which provided that subsidies 
under the public housing or section 8 programs would not be consid
ered as income in determining eligibility for, or the amount of assist
ance under, the Social Security Act or any other federal law. The 
House amendment contained .a similar provision, but applicable to 
supplemental. security income pa1ments of beneficiaries of assistance 
payments under any federal housing program. The House amendment 
also contained a provision, not in the Senate bill, which excluded social 
security increases occurring after May 1976 from the income of occu
pants of subsidized housing units for purposes of determining the 
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rentals to be paid by such occupants. The conference report contains 
the House provision only with respect to the exclusion of housing as· 
sistance payments in the determination of supplemental security in
come payments. 

CoNTRACTs FOR SECTION 8 PAYMENTS IN FARMERS HoME PRoJECTS 

The Senate bill contained a provision, not in the House amendment, 
which authorized section 8 housing assistance contracts of up to 40 
years in cases of projects financed by the Farmers' Home Administra· 
tion. The conference report contains the Senate provision. 

PAYMENTS Wrm RESPECT TO VAcANT SEcTION 8 UNITS 

. The ~ouse ame.ndment contained a provision, not in the Senate 
bill, whi5Jh authonzes the Secre~ary of HUD to make section 8 pay
ments with respect to vacant umts beyond the current 60-day period, 
but only for up to 12 months in the amount of the debt service attrib
utable to the unit, and subject to other limitations. The conference re
port contains the House provision. 

AssiSTANCE PAYMENTS TO FHA PRoJEcTS 

The Senate bill contained a provision, not in the House amendment 
which al!thorized $154,000,000 to provide section 8-type assistance pay~ 
ments With respect to FHA-insured projects threatened with foreclo
sure, or where the projects are currently owned by HUD or subJect 
to mortgages h~l~ by HUD. The conference report does not contain 
the ~enate proVIsion. Ins~d the conferees expect that any assistance 
provided by HUD for this purpose will be made available from the 
$850,000,000 in additional contract authority provided by the confer
ence report on October 1, 1976, for the public housing and section 8 
prow.:ams, b~t only to the extent, in any community with an approved 
ho~~ asstst~.nce pl!ln, that the community has provided for such 
use m Its housmg assistance plan. The conferees intend that the local 
commu!lities with .housing as~istance plans, not HUD, will identify 
the proJects for whiCh such assistance could be made available. 

SECTION 235. HOMEOWNERSHIP AsSISTANCE 

. The ~nate bill contained a provision not in the House amendment 
mcreasmg the contract authority for section 235 by $200 million. The 
conference report does not contain the Senate ~rovision. 

'l:'he Senate bill <!ontained a provision not m the House amendment 
wht~h would reqmre that the mortgage insuranee premium under 
sectiOn 235 not exceed the premium under 203 (b). The conference 
report does not contain this provision. · 

'l:'he House am~ndmen~ contained a provision not in the Senate bill 
wh~ch would raise the mcome limit for eligibility for section 235 
assistance from 80 percent of median to 95 percent of median. The 
conference report contains the House provision. 
. Bot~ the ?ouse amendment and the Senate bill contained provi

SIOns mcrea~ng the mortgage limits fo.r section 235. The conference 
report contams the House provision which increased the mortgage 
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limits for families with less than 5 persons from $21,600 to $25,000 
(and from $25,200 to $29,000 in high-cost areas) and for :families with 
five or more persons from $25,200 to $29,000 (and from $28,800 to 
$83,000 in high-cost areas). 

SECTION 236. RENTAL AssiSTANCE 

The Senate bill contained a provision not in the House amendment 
extending the section 236 program to September 30, 1977. The con
ference report contains this provision. 

The House. amendment contained a provision not in the Senate biB 
stipulating that, in 23~ .Projects with separ.ate utility metering-,. an 
amount allowed for utility costs should be mcluded m determmmg 
whether a tenant is paying 25 percent of income toward rent. The con
ference report contains tliis provision. The conferees expressed their 
intent, however, that the management of these projects should strong
ly discourage tenants from the over-use of utilities, and should work 
to promote energy conservation in the project. 

FHA MoRTGAGE Ll:Mrrs IN MULTIFAMILY HousiNG 

The Senate bill increased the mortgage limits for FHA insured 
mortgages on multifamily housing by 50 percent for 0 bedroom units 
and 20 percent for ·1 bedroom units. The House amendment provided 
an a~ross-the-board 20 percent increase in mortgage limits, hut reduced 
the allowable high-cost area increment from 75 percent to 50 percent. 
The conference report contains the House provision modified to in
clude the Senate provision with respect to 0 bedroom units. 

FHA INSURANCE FUNDS 

The Senate bill authorized the transfer of all insurance obligations 
for Section 221 projects from the general insurance'fund to the special 
risk insurance fund. The House amendment authorized appropria
tions of $500 million to cover general insurance fund losses. The con
terence report contains the House language. 

FHA INsURANOE FOR MILITARY HouSING 

The House amendment contained a provision, not in the Senate bill, 
which authorized FHA mortgage insurance for military personnel and 
others in housing markets impacted by military installations. The 
provision permitted HUD to waive any requirement in the National 
Housing Act, including economic soundness requirements, but exclud
ing labor standards, if inconsistent with the objectives of the section. 
The conference report does not contain this provision. 

Co-INSURANCE 

The Senate bill contained a prm;ision increasing HUD's authority 
to allow flexibility in risk-sharing between HUP and any co-insuring 
lender. The House amendment allowed this increased flexibility only 
for multifamily projects where the co-insurer is a public housing agen
cy or insured depository institution. The conference report contains 

... 
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the House language, with an amendment extending this flexibility to 
State-insured depo.<Jitory institutions. 

The Senate hill contained a provision allowing- HUD to make loans 
to mortgages with respect to co-insured projects m default. The House 
amend!nent c~ntainPd a similar. provisiOn, but restricted these loans 
to pro~ects. co-msured by a pubhc housing agency. The conference re
port contams the House language. 

The Senate bill contained a -provision not in the House amendment 
allo'!ing H:UD to charge a higher premium on loans co-insured by a 
pubhc housmg agency than on loans insured under regular FHA pro
~ams. The conference report deletes this provision. The conferees 
":IS~ to make c1ear1 however, that public housing a~ncies are not pro
hibited under section 244 from charging an additional premium of 
their own, over and above the premium charged by FHA. 
Th~ House. amendment contained a provision, not in the Senate bill, 

allowmg an mcrease of up to 5 percent in the HUD-determined re
placem~nt c~st reserv.e for a .Project if such an increase is allowed by 
th~ co-~nsunn~ _pubhc housmg agency. The conference report con
tams this proVIsiOn. 

The ~ouse !lmendment contained a provision not in the Senate bill 
exemptmg co-msured loans from state insurance regulation. The con
ference report contains this provision. 

CoMPENSATION FOR DEFEcTs IN EXISTING FHA HousiNG 

The Se;natc: bi'll con~ined a provision not in the House bill extending 
the !lPphcation deadline for request~g defect compensation under 
Sect~on 518(b) of the Nat.wnal Housmg Act (covering certain FHA 
SectiOn 203 and 221 homes purch~d between 1968 and 1973) until4 
m?nths a:~r enactment of the hill. The conference report contains 
this proVIsiOn. 

'I)le S~nate bill cont!lined a provision not in the House bill creating 
an mter1m compensation program under Section 518(b) for homes 
Purchased between 1973 and enactment and covered by mortg!!ges 
insured under sections 203 and 221, allowing one year from the date 
of enactment t~ apply. :r'he confer~n~ repo:r:f; contains this provision. 

The Senate blll contamed a provision not m the House bill creating 
a ~e~, perm'!-nent defect co~pensation .Program for all 1-4 family 
exiStmg ho!lsmg purcha~ed_ with FHA msured loans. This new pro
gram .apphed to all eXIstmg homes purchased with FHA-backed 
financmg aft!'r ~h~ dat~ of enactment. The conference report contains . 
the Senate .ProVISIOn w1th an amendment directing a study and report 
by HUD, Instead <!f. a; new perm;anent :program at this time, of the 
need. for and. feasi'bil1ty of an mspection, buyer information and 
warranty agamst defect program for all existing homes purchased 
with FHA-backed financing. The conferees urge the Secretary to ex
pand the study required by this provision to include homes purchased 
under other financing methods. 
. The Sena~ bil~ contained a provision not in the House bill provid
mg that !he mtenm 1973-76 compensation pro~ram created by the bill 
~uld d1ff'er from the current Section 518(b) program in that it 
would ~ot be restricted to older, declinin~ urban areas and would use a 
more ·hberal definition of an eligible defect. The conference report 
does not contain this provision. 
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SECTioN 202. LoANS FOR HousiNG FOR ELDERLY AND HANDICAPPED 

The Senate bill contained a provision which would increase the 
borrowing authority for section 202 loans by $2.5 billion on July 1, 
1976. The House amendment would increase the authority from $800 
million to $1.475 billion upon enactment, to $2,387,500,000 on Octo
ber 1 1977 and to $3.3 billion on OctOber 1, 1978. The conference re-' ' . . port contains the House proVISion. . 

The House amendment contained a provision not in the Senate ~H1l 
which would require approval in appropriations acts of a11 borrowmg 
authority under section 202 in excess of $800 million. The conference 
report contains the House provision. 

The Senate bill contained a provision not in the House a~endment 
which would establish the interest rate on loans under section 202 on 
the basis of the average interest rate on all interest bearing obligations 
of the United States forming a part of the pu'blic debt, to be com
puted at the end of the fiscal year prec~ing the da~ on w~ich the 
loan is made. Under current law, the 202 mterest rate IS established on 
the basis of the current average market yield on outstanding market
al::Jle obligations of the United States with remaining periods to matur
ity comparable to the average m~t"!lriti.es of such loans. The confe~~ce 
report contains the Senate proVIsion I~sofar as the Senate proVISion 
lowers the interest ra'te on 202 loans, w1th an amendment whl'Ch would 
establish the interest rate at 7 per cent. 

The c<lnferees feel that· the 7 percent rate is a good compromise 
between the interest rates established under the Senate bill and House 
amendment. The interest rate under the Senate provision for fiscal 
year 1976 is 6.35 percent. The rate as computed as of April 30, 1976, 
is 6.38 percent. The interest rate under the current formula was most 
recently calculated at 8.25 percent. The interest rate e;alculated on the 
basis of the Senate bill has historically never been higher on a fisc~l 
year basis than 6.56 percent. The interest rate calculated on the basis 
of the formula in current law has never been as low on a calendar 
basis as 7 percent since the time long-term obligations have been freed 
from statutory interest rate limitations. 

The House amendment contained a provision not in the Senate bill 
which would delete · statutory language excluding the receipts !1-nd 
disbursements of the section 202 fund from the Budget of the Umted 
States. The conference report does not contain the House provision. 
It is anticipated that the Congress will be receiving the recommenda
tions of its Budget Committees on this subject in the near future in the 
light of which this issue should be carefully reconsidered. 

The House amendment contained a provision not in the Senate bill 
which would change the definition of an eligible elderly family to 
include two or more persons living together, one such person and 
another providing care to the first, or a surviving member of the 
family who was living in the unit at the time another member died. 
The conference report contttins the House provision. 

The conferees are concerned that the comparability test used to 
determine contract rents for section 8 projects may provide an obstacle 
to the feasibility of 202 projects. There are simply no comparable units 

.. 
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to the housing and related facilities contempl&ted by the Housing and 
Community Development Act of 1974. Therefore, the conferees direct 
HUD to use actu&l development cost in determining the section 8 con
tract rents for 202 projects. 

SECTION 312. REHABILITATION LoANS 

The Senate bill cont&ined a provision increasing the authorization 
for Section 312 by $150 million for July 1, 1976 to September 30, 1977. 
The House amendment contained authorization of $100 million for 
fiscal ye&r 1977. The conference report contains the House provision. 

The Senate bill contained 1t provision not in the House amendment 
creating a two-tiered interest rate structure for Section 312 loans, 
continuing the current 3 percent rate for low-income borrowers &nd 
allowing HUD to set a higher r&te, up to the Treasury borrowing rate 
plus adininistrative costs, for higher income borrowers. The confer
ence report does not cont&in this Senate provision. 

EMERGENCY HoMEOWNERS RELmF ACT 

The Senate bill contained a proviaion not in the House amendment 
extending until October 1, 1977, the current requirement that Federal 
supervisory agencies and HUD encourage forbearance in residential 
mortgage foreclosures and that mortgagees notify the supervisory 
agency and mortgagor 30 days before starting foreclosure proceed
ings. The conference report contains this provision, with an amend
ment deleting t~e 30-day. reporting r~uireme~t. 

The Senate bill contamed a proVIsion not m the House amendment 
extending until October 1, 1977, the current requirement that HUD 
report every 2 months on mortgage foreclosures, forbearance and d"e
linquencies. The conference report contains the Senate provision. 

PURCHASE PRICE LIMIT ON HousiNG WITH GNMA TANDEM 
MoRTGAGES 

Both the Senate bill and the House amendment provided for pur
chase price limits for housing acquired with GNMA tandem plan 
mortgages authorized under the Emergency Home Purchase Assist
ance Act. The Senate bill provided that the purchase price limit would 
be the median purchase price in the local market area. The House 
amendment set a purchase price limit of $52,000 ($68,750 in Alaska, 
Hawaii and Guam). The conference reports sets the purchase price 
limit at $48,000, with an increment to $52,000 in high cost areas and 
$65,000 in Alaska, Hawaii and Guam. 

ELmmLE CoMMUNITY DEVELOPMENT ACTiviTIES 

The House amendment contains a provision not in the Senate bill 
which authorizes the use of community development block grant funds 
for the provision of centers for the handicapped. The conference re
port contains the House provision. 
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PARTICIPATION OF NEW CoMMUNITY PROJECTS 

The House amendment contains a provision not in the Senate ~ill 
which makes certain new community projects carried out under 1!tle 
X of the National Housing Act elig!.ble for discretionary. fund assis~
ance of the community development block grant prog:ram 1f ~uch pr:oJ
ects meet the same eligibility criteria as new co!DIIlumty proJects hemg 
carried out under Title VII of the 1970 housmg act. The conference 
report contains the House provision. 

SUPPLEMENTAl, BLOCK GRANT UNEMPLOYMENT PROGRAM 

The House amendment contains a provision not in the Senate bill 
authorizing a program of supplemental community development block 
grants in areas of high unemployment.. The conference report does not 
contain this provision. 

HUD RESEARCH AUTHORIZATION 

The House amendment contains provisions not in the Senate bill 
which establish a $65 million authorization level for IIt:r.p ~arch 
activities for fiscal year 1977, delete the separate ~uthonzat~on for 
the housing allowance experiment, and al!ow certam delegatiOns of 
contract authority to other Federal agencies. The conference report 
contains the House provision. 

FARMERS HoME .ADMINISTRATION 

The House amendments contain provisions not in .the Senate bill 
which (1) make the determination of the Treasury gomg rate (~the 
basis for the FmHA rate) upon reques~ of the SecretarY.. of Agncul
ture rather than annually and (2) P.ermit Ff!1HA to contmue pr~~
ing loan applications and other actions received before an are~ IS re
designated from rural to non-rural. The conference report contams the 
House provision. 

NATIONAL INsTITUTE OF BUILDING SciENCES 

The House amendments contain a provision not in the Senate bill 
which authorizes $5 million in each of fiscal yea;rs .1977 a!ld 1978 as 
startup funding for the. National Institute. ~f Buildmg Sciences. The 
conference report contams the House provisions. 

HUD CouNsELING TO MoRTGAGORS 

The House amendments contain a provision not in the Senate bill 
which would require HUD to. carry out a study on. the need for and the 
effectiveness of unsubsidized mortgagor counselmg. The conference 
report contains the House provision. 

FLOOD INSURANCE 

The Senate bill contained a provision not in the Ho:nse amendment 
extending the emergency Hood insurance program, which al1ows flood 
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insurance in areas a waiting rate map studies, from December 31, 1976, 
to September 30, 1977. The conference report contains this provision. 

The Senate bill contained a provision exempting from the program's 
lending sanctions under Section 202(b) loans for acquisition or refi
nancing for residences completed and occupied prior to January 1, 
1976. The House amendment exempted loans for acquisition or refi
nancing of residences occupied hefore March 1, 1976, or within 1 year 
after designation of area as a flood hazard area, whichever is later. The 
conference report contains th~ House provision. 

The Senate bill contained three other provisions not in the House 
ame~dment 9;llowing exemptions from the program's Section 202(b) 
lendmg sanctiOns: 

(1) Lottns for improvement or rehabilitation up to $10,000 for 
residences occupied before January 1, 1976. The conference report con
tains this Senate provision, with an amendment reducing the maxi
mum loan to $5,000. It is the intention of the conferees that such home 
improvement loans permitted by this provision could not be used for 
major additions to the property. 

(2) Loans for acquisition of buildings occupied by small business 
concerns before January 1, 1976. The conference report contains this 
provision, with an amendment authorizing the Secretary of HUD to 
define small businesses for the purposes of this exemption and to estttb
lish the maximum loan amounts. 

(3) Loans up to a HUD-determined amount for non-residential 
additions or improvements to a farm. The conference report contains 
this provision, with an amendment restricting the exemption to loans 
for add!tions and improvements to. buildings that ttre to be used solely 
for agricultural purposes. It is the intention of the conferees in this 
provision to enable farmers to obtain financing in order to assist them 
in making necessary improvements for the non-residential agricultural 
structures on their farms. 

The House amendment contained a provision not in the Senate 
bill authorizing $100 million for fiscal year 1977 for flood insurance 
maps and surveys. The conference report contains this provision. 

The Senate bill contained a provision not in the House amendment 
allowing communities not participating in the flood insurance program 
~o receive certain .Federal assistance for disasters not involving Hood
mg. The conference report does not contain this provision. 

CoMMUNITY DEvELOPMENT GRANT Au..ocATION 

The Senate bill contained a provision not in the House amendment 
clarifying the priority of funding under the Community Develop
ment Act in the event that the funds available are insufficient to meet 
total entitlements specified in the Act. 'l'he conferees agreed to the 
Senate provision amended to establish that, il1 the event that the 
amount appropriated for block grants is insufficient to meet formula 
and hold harmless entitlements as specified in the law, the Secretary 
sh!l'll make proportional reduct~ons in· such entitlements. In adopting 
this amendment, the conferees mtend to make clear that all entitled 
communities would absorb anv shortage of funding in amounts pro
portional to their entitlements: 



Section 701. 0om'P'J'6hen8ive PlammiiJng 
The Senate bill contained a provision authorizing $100 million for 

fiscal year 1977 for section 701 planning. The House amendment con
tained an authorization of $75 million. The conference report contains 
the Senate provision. 

The House amendment contained a :{>rovision not in the Senate bill 
prohibiting HUD from allocating sectiOn 701 assistance funds on the 
basis of an applicant's prior participation in the program. The con
ference report contains this House provision. 

The conferees also expressed their intent that HUD administer the 
program in a manner consistent with the provisions of section 701 (a) 
which permit assisted governments to engage private planning con
sultants where they deem such services appropriate. 
0 <m:ji'I"TMiion of the F edertd bUJUra:nce Ailwinmrator 

The Senate bill contained a provision not in the House amendment 
requiring that the FIA Administrator be appointed by the President 
and confirmed by the Senate, effective January 1,1977. The conference 
report does not contain this provision. 
O<m:ji1"1'1'bation of Government NatWnal Mortgage Association 

P'l'e8iilent 
The Senate bill contained a provision not in the House amendment 

requiring that the President of GNMA be appointed by the President 
and confirmed by the Senate. The conference report contains this 
provision. 
Special Assistmnt for Oooperatirve Housing 

The Senate bill contained a provision not in the House amendment 
updating the duties of the HUD Special Assistant for Cooperative 
Housing. The conference report contains this provision. 
Planning assistf1.1TWe for netv communities 

The Senate bill contained a provision not in the House amendment 
extending the new community planning assistance program until 
October 1, 1977. The conference report contains this provision. 
Urban homesteaili!ng 

The Senate bill contained a provision not in the House amendment 
increasing the authorization for the HUD urban homesteading pro
gram to $6.25 million for fiscal year 1976 and the transition quarter, 
and by $5 miJlion in both fiscal year 1977 and fiscal year 1978. The 
conference report contains this provision. 
HU D day care center 

The Senate bill contained a provision not in the House amendment 
authorizing HUD to operate a day-care facility for children of em
ployees. The conference report contains this provision. The conferees 
direct that HUD provide no funds for the operation or equipment 
of the facility but merely prepare and provide the space for the facil
ity, and initial equipment on a reimbursable basis .. 

.. 
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Inter-American Savings and Loan Banlc 
~he Senate bill contained a provision not in the House amendment 

whiCh would allow Federal savings and loan associations to invest up 
~ 1 percent ?f. assets in the Inter-American Savings and Loan Bank 
without requmng that such investments be guaranteed by AID. The 
conference report contains this provision. 
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August 4, 1976 

Office of the White House Press Secretary 

NOTICE TO THE PRESS 

The President has signed S. 3295 -Housing Authorization Act of 1976. 

This bill extends HUD program authorities through fiscal year 1977; modifies 
and adds funding authorizations for HUD programs; and revises a variety of 
HUD authorities, responsibilities and operations. 

The bill provides $850 million of additional contract authority for fiscal year 
1977 for rental subsidies in low-income housing projects. The bill changes the 
irt erest rate formula for section 202 direct loans which finance the development 
of rental housing for the elderly or handicapped. The rate of these HUD 40-year 
loans would be calculated using average interest rates on all interest-bearing 
U.S. obligations which are part of the public debt; existing law uses the average 
rate on long-term obligations. This change would lower the present interest 
rate paid from 9% to 7 1/2%. 

S. 3295 also provides that the minimum interest rate for certain rural housing 
loans be determined by the Secretary of the Treasury m request of the Secretary 
of Agriculture, instead of annually, as presently required. 

Other provisions include: 

-~ the authority to insure mortgages under the section 236 rental housing 
assistance program, which provides interest reduction payments on 
behalf of lower income families. 

-- the section 312 rehabilitation loan program, which finances home im
provements or repairs in slum areas. $100 million would be authorized 
to be appropriated in 1977. 

-- the standby program of emergency relief for homeowners threatened 
with foreclosure, which would allow HUD to insure or make loans on 
behalf of homeowners who have been unable to make mortgage payments 
for at least 3 months. 

authorization for an additional $2. 5 billion of loans under the section 202 
housing for the elderly or handicapped program in fiscal years 1977-1979. 

$576 million for public hoi.Eing operating subsidies in fiscal year 1977. 

$100 million for fiscal year 1977 for the section 701 comprehensive 
planning grant program. 

# # # 
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Office of the \~bite House Press Secretary 

THE \.lHITE HOUSE 

STATEUENT BY THE PRESIDENT 

I have signed into law s. 3295, the Housine 
Authorization Act of 1976. 

The need to increase the quantity and quality of 
housing in America and to assure adequate housing for all 
Americans has been one of my primary concerns. S. 3295 
contains provisions which are important in helping us reach 
these housing goals, and also contains important fiscal 
year 1977 authorizations for the Department of Housing and 
Urban Development. Unfortunately~ it also contains provisions 
which indicate the strong reluctance on the part of this 
Congress to seek real solutions to the problems we face in 
assuring adequate housing for all lower-.income Americans. 

Two years ago) the Ninety-third Congress authorized 
a new approach to provide rental subsidies for lower
income families -- the Section 8 Housine: Assistance 
Payments Program. This program was designed to avoid the 
serious, and well-documented:. defects in the then···existing 
public housing program. 

As a result of that new program, for the first time 
in our history we have been using effectively the existing 
housing in inventory, as well as new housing, to provide 
decent shelter for the Nation 1 s poor. This approach is 
approximately half as costly as constructing.new public 
housing, and it prevents the waste of our Nation's housing 
stock. Moreover, this program permits lower-income families 
to live in modest homess indistinguishable from those of 
their neighbors, instead of institutionalized housing. 

In S. 3295, however~ the Congress has ignored both our 
unfortunate previous experience and the recent success re
sulting from the Section 8 program. Reversing this record 
of progress~ it voted to re·-initiate a public housing program. 
Fortunately~ in the 1977 HUD appropriation bill, the Congress 
has voted overwhelmingly to cut back the size of that program. 

S. 3295 would also extend a number of programs which 
should be discontinued and would authorize appropriations 
far in excess of my budget proposals. Although the Congress 
in acting on HOD's appropriation bill has demonstrated much 
greater restraint than was shown in S. 3295, the threat to 
future budgets remains because these hich authorizations 
produce unrealistic expectations. 

This bill also calls for short~·sighted and illoeical 
changes in the way interest rates are established under 
certain existing Federal programs. 

more 
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Despite my strone reservations about these and other 
undesirable f·)atures :· I have si&:;ned this bill because e;ood 
government requires that a number of the authorizations ar.d 
program extensions contained in S. 3295 become law as soon 
as possible. I have instructed Secretary Hills to use the 
resources of the Department of Housin~ and Urban Development: 
to implement this measure in a man'1.er which will maximize 
its benefits while redt:c::tnc as. Jnucl1 as possible the inevitable, 
frustration, delays~ and increased costs it will also bring. 
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