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made from the fund durihg each fiscal year to the holder of insured
loans described in subsection (a) exceed payments due from the
borrowers, and (2) the amounts of assistance payments made under
paragraph (2) of subsection (a), duriﬁg such year. The Secretary
from Fime to time may issue notes to the Secretary of the Treasury

undeﬁ section 517 (h) to obtain amounts equal to such unreimbursed

payménts, pending the annual reimbursement by appropriation."”
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' POSSIBLE AMENDMENT TO PROVIDE LEGAL AUTHORITY
FOR FmHA TO INCLUDE INITIAL OPERATING
EXPENSES WITHIN DEFINITION OF DEVELOPMENT COSTS

DIRECT AND INSURED LOANS TO PROVIDE HOUSING AND RELATED FACILITIES
FOR ELDERLY PERSONS AND FAMILIES IN RURAL AREAS
Sec. 515 of the Housing Act of 1949 is amended as follows:
(b) (1) Nb loan shall exceed $1,000,000 or the development
| cost 6f the security, whichever is least.
| (b) (5) No loan shall be insured under this subsection
after October 1, 1975.
(b) (6) No provision of this subsection shall restrict
the Secretary from making loans to acquire members equity

‘interest in cooperative property under (a) of this section.

(d) (4) the term "development cost" means the costs of

constructing, purchasing, improving, altering, or repairing
new or existing housing and related facilities and purchasing
and improving the necessary land, including necessary and

appropriate fees, and charges including initial operating

expenses of up to 2% of the aforementioned costs, approved by

the Secretary. Such fees and charges may include payments

of qualified consulting organizations or foundations which op-

erate on a nonprofit basis and which render services or assis-

tance to nonprofit corporations or consumer cooperatives who

provide housing and related facilities.
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SECTION 517 CHANGES NECESSARY TO PROVIDE FOR
IMPLEMENTATION OF OTHER PROPOSED CHANGES

iNSURED RURAL HOUSING LOANS

Section 517 of the Housing Act of 1949 is amended as follows:

(a) (1) (b) bear interest at a rate not to exceed

/ 5 per centum'per annum; but no loan under this paragraph

' shall be insured or made after October 1, 1973, except
pursuant to a commitment entered into before that date;
and (b) The Secretary may insure loans in accordance with
the requirements of sections 514 (exclusive of subsections
(a) (3), (a)(5), and (b)), 515, (exclusive of subsections
(a) and (b) (4)), 524, and 526, and may make loans meeting
such requirements to be sold and insured. Upon the expira-
tion of ninety days after the original capitalization of the
Rural Housing Insurance Fund, created by subsection (e) of
this section, no new loans shall be made or insured under
section 514 or 515(b), except in conformity with this section.
(j) The Secretary may also utilize the Fund--

(1) to pay amounts to which the holder of the note
is entitled in accordance with an insurance or sale agree-
ment under this section accruing between the date of any
[prepayment] payment by the borrower to the Secretary and
the date of transmittal of any such [prepayments] payments
to the holder of the note; and in the discretion of the
Secretary, [prepayments] payments other than final payments
need not be remitted to the holder until due or until the

next agreed annual or semiannual remittance date;



(3) change the period at the end to a semi-colon

and add "and"

(4) to make assistance payments authorized by sec- .

tion 521 (a) (2).
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MID-WEST NEW MEXICO COMMUNITY ACTION
HOUSING/MANPOWER SUBSIDY PROGRAM

The Area

The Mid-West New Mexico Communitf'Action program is a rural
CAP Agency serving a four county area which includes Valencia,
McKinley, Catron and Socorro Counties. The total population of
the area is 95,780. The area covers both rural and urban com-
munities ranging from Belen with a population of 20,000 to smaller
rural areas. The area is inhabited primarily by Indians and |

Spanish surname people.

The major problems of the area are:

1) a high unemployment rate of 7.6% compared to
the State rate of 7.2%;

2) poor housing conditions where 31% of the houses
are deteriorated with bad roofs, floors and walls;

3) a high incidence of sickness and disease, because
of the poor and unsanitary housing conditions.

In 1972 the Mid-West CAP applied to OEO for a Housing/Man-
power Subsidy Grant for the purpose of providing job training

in construction skills and to improve the housing conditions of

low-income residents.

The attached questionnaire provides some information on the

progress of this project over a two year period.



Major Advantages

Some of the major advantages have included:

1) All of the Homes rehabilitated were financed under the
FmHA 504 Program with a maximum 1% interest credit.

2) All of the applications submitted to FmHA were approved.
The reason for the blanket approval was the existence
of a citizens committee headed by the community liaison
staff. The committee selected the applicants who were
eventually referred to FmHA.

3) Interviews with trainees and the foreman indicate that
this program has generated thousands of dollars in
donations of material. The donors range from supply
houses to relatives of the applicants.

' Major Problems

Some of the major problems that arose were:

1) Conflicting guidelines often impeded the progress of the
project, because two federal agenc1es (DOL and OEO)
were involved.

2) Within the DOL structure, there was confusion between
the regional and national offices. In the beginning
the national office attempted to run the program without
the regional office's cooperation. Eventually the regional
.office acquired primary responsibility.

3) The turnover of construction supervisors was very high,
due to the inadequate salary scale. This turnover,
obviously, slowed progress and had adverse effects on
the morale of the trainees.

4) When applications were closed in»Aprilﬁhe trainees realized
that they would be losing their jobs, since no provisions
for continued employment were made. They reacted by mov1ng
very slowly on the last jobs, in order to extend their
employment.
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HOUSING ASSISTANCE COUNCIL, INC.

RURAL REHABILITATION/REPAIR EVALUATION QUESTIONNAIRE

Date June 5, 1973

Name: Nick Carrasco Position: Community Liaison/
, Program Coordinator

Organization: Mid-West CQmm”njty éctjonlggenC¥; Grants, New Mexico

Address: Field Office; P. 0. Box 538; Main Street

Los Lunas Valencia New Mexico 87031
(City) (County) (State) (Zip)
Telephone Number: 505 ' 865-9697
(Area Code) _ (Number)
GENERAL

l. Type of Organization?

Government Agency [] Bank [1
~Nonprofit [] Other [1]
CAP 3

2. Geographic area served? County(ies) Socorro, Valencia, Catron

_McKinTey (See Attachment No. 1)

3. What percent of the families in the area are within OEO
guidelines? minority? (maximum of $4,200/family of 4; $4,925/
family of 5; $5,550/family of 6; etc.) =~ =~ i

(See Attachment No. 1)

RECIPIENTS (Please answer all applicable Questions for FY 72 and
FY 68 - 72)

4, How many homes have been rehabilitated/repaired in your program?

Thirty. . (30) Completed - Two in progress. 6/72 to 6/73

5. What was the condition of the homes? (Describe generally)

The homes were in a complete unsafe condition; in almost all cases

a complete roof on the dwelling; plumbing facilities in most cases

had to be installed and additional rooms because of the over crowded

situation.
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11. What security arrangements have been taken for the loans?

6. How many of the families served fall into each of the following
yearly gross income ranges?

Under 20002 Kl 24 - 75%
2000 - 40007 Kl - 8 25 %
4000 - 60002 (1

. 6000 - 80007 []

/ 8000 and above? []

/
| :

7. What percent of the families served are minority?

- 99% approximately 15% Indian; the balance spanish surname; one

anglo received a rehabilitation loan.
ADMINISTRATION

8. What has been the families' source of funds to pay for the
rehabilitation/repair?

FmHA 5027 [Jonly 1 Conventional Bank Loan?

[]
FmHA 5042 Kl strictly 115 Grants? B 8
HEW 1119°? [1] . 312 Loans ? []
Title I ? [] Other (List) []

Where families did not qualify - applications were sent to FmHA for

possible 502 loans.
9. What percent of the families have received grants? loans?

A a i ] mi i %

See current report for other statistics

10. Have the loans involved interest reduction? What percent of
the families have received interest credit? All 32 approved

families have received the 1% interest credit.

g

Problems? Property mortgage - best lein obtainable

FmHA was very cooperative in this aspect, in that clear titles

in New Mexico is a problem. Especially in rural areas.
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12,

13.

14.

15.

l6.

17.

18.

19.

What type of work has been done? (Give approximate numbers)

Porch [] 0 ’ Electrical K 6
Paint i 4 Plumbing k] 15
Interior Y] 4 - Heating 3 3

Exterior [] 0 New Rooms k1 12
Roof '} 24 Other (1

Who has done the work?

Local Contractors K Combination of above []
Manpower Trainees i Other (list) [}

All labor by manpower trainees: plumbing & electrical subcontracted

Who has been the sponsoring group other than contractor?

Community Action Program - R§D Grant

How have the families known of the program? newspaper coverage.

community meetings —

Who has supervised the work? Job foreman and construction

supervisor

Who has monitored the quality of the work? Dwellings are FHA -

-inspected; the project director is a licensed contractor, and he

monitors all work performed - FHA inspector.

What safeguards have been used to insure good quality work?
ady
Job foreman never leaves the job, once foreman is assigned to each

crew of trainees.. Job foremen are directly responsible to project

director.

What has been the average time/unit necessary for completion?

Approximately four weeks per unit.




20. Has there been cooperation between different agencies?
Describe (including problems encountered, combinations of
loans and grants, etc.)

The help and assistance the agencies have given has been a

tremendous help to the program. Welfare office, FHA, County

" Clerk's office, County 'AgseSsor , Building Inspector's, etc.

COSTS

21. What have been average total costs/unit? Actual loan costs have

“averaged about $2,100 -- $2,500 subsidized labor.

22, What has the cost breakdown been?

Materials? g $ 1,400

Labor ) .? , 700 subcontractor
Supervision? 2] 1,300 foreman - project director
Other? b 1.200 manpower trainees

23. How have overhead costs been covered? How has this effected
the cost to the family? All overhead costs are covered within the

grant criteria. There has never been any other additional cost to the

family other than the amount of the actual loan

EVALUATION

‘24, What kinds of problems have caused the most trouble?"

The turn-over in staff positions, mainly the contractor's ioch: $9,000

a year is.-not nearly enough to attract a general contractor to the

position of project director. The total wage structure is difficnlt to

‘work with. Th¢ poor line of communication between OEO‘G'DOL and the




25. What have been the main advantages of the program?

No labor costs to the home owner. Providing a sanitary and decent

place to live. Providing jobs, and the opportunity to be trained

and; acquire a skill.

{
/
i

26. What improvements would you suggest? A cut down in territory more

of a concentrated effort. Better Salaried positions. appg restructing

of the screening system. Time element in one screening system and’

than the approval of FmHA is much to long. More of a contribution

from public officials.

27. If larger grants or lower interest rates were available, could

more work of an essential nature have been performed, i.e.
health, safety, comfort? With an improvement in our placement

of trainees and the capability of having more trainees giving us

a larger construction crew would definitely give us a better

performance record.

'28. Have others in proximity to those houses repaired been prompted
to make repairs? Yes - This has been the best means of communication

that we have had. People just don't want to yield their deed until

they see someone else do it.

o




30.

29.

Are there enough contractors ogeratipg in your service area
to perform the work? Eastern Valencia - yes. In the other

‘three counties; Catron, Socorro, McKinley, it has been difficult

to get the plumbing and electrical work done promptly.

/

What level of production are you working at now, compared to
what you could if construction capability and funding restrictions

. were removed? In other words, what are the limits on available

units for rehabilitation in your area? At the present time pro-

-duction is very slow due to the fact that because of the balance

-of only two houses left to complete, the work crewsare taking their

-time for the fear of running out of a job. The construction level

~would be 100% more effective the second year. The trainees are

. at the points to where they have become very knowledgeable. The

need is there and it wouldn't hurt to look into broadening our

services.
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31.

32.

33.

REHABILITATION/REPAIR EVALUATION QUESTIONNAIRE
inuation)

What is the comparative cost? Manpower vs Contractor?

We have never made a coﬁparative cost analysis.

What kind of repairs can actually be made with the amounts
of the loans:

$1,500 -- new roof or bathroom

$2,500 -- install new roof, a bathroom with fixtures,
plaster, stucco, paint, etc.

Remove the concept of the manpower training program (sub-
sidized labor) and you would have the same effect as the
115 grant or loan. With 150 or $2, 500 done by a contractor,
not much could be accomplished.

How many people are included in the administration costs?

29 manpower trainees 1 community liaison

2 packagers 1 job developer

1 secretary 1 counselor

4 foremen 1 project director (general
contractor)

In addition to comments on question #24 of the question-

naire:

times
have
with

Problem: When an elderly family received a loan, many

this caused them to think that they were supposed to
gotten a complete remodeling job. Trainees had difficulty
home owners.
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June 12, 1973

The Honorable Robert Taft, Jr.

. Senator from Ohio

0ld Senate Office Building
Room 110

5 Washington, D.C. 20510

Dear Senator Taft:

At the request of your office, we have reviewed the Home
Preservation Act of 1973, which we f£ind to be a very
thoughtful piece of legislation.

Our review has been from two vantages. The first is how
effectively will the bill serve rural America? (HAC is
a national non-profit organization, federally-funded to

.assist delivery of housing aid to the rural poor.)

Secondly, we have addressed the question whether the
techniques of the bill will aid rerabilitation efforts
genarally.

Memberg of our staff have administered major federally—
aided rehab programs and, during its first two years, HAC
has assisted several hundred rural housing development
organizations - public and non-profit.

Our experience has shown that the programs administered

by HUD rarely reach communities of less than 25,000 popula-
tion. Accordingly, the benefits of the flome Preservation
Act (hereinafter called !iPA) will not reach rural Anerica,
wvhere 2/3 of the country's substandard housing exists. Tha
golution, in our view, is to amend the bill to dasignate
the Farners Home Administration as the primary agent under
the Act for communities of legss than 25,000 population or
to provide for HUD to re-delegate authority to administer
the provisions of the Act in rural areas and small towns.

¥We believe that one of the most important aspects of yohr
bill is the provision of direct federal loans in titles IX
and III. In our experienca, it is those of limited income

ERY
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who have the problea of obtaining funds for rehabilitation
or for meeting housing financial emergencies. This is due,
of course, to their low-inconmes but is also attributablse

~ to the fact that their properties frequentlv exist in de-

clining areas where private credit is unavailable, costly
or restricted, Only direct federal loans are realistilcally
available for such persons. Lhis has been shown in urban
areas in the administration of € uerally assisted conserva-
tion and code enforcement programs and in rural areas in
fthe usa of 504, which can be obtained only when no other

form of credit is availabla. HMoreover, tha lower interest

rate from direct f£ederal loans: (a) is a significant induce-~
ment to rehabilitate and (b) aveoids the costliness to tlhe
taxpayer of interest subsidies, (see Comptroller Staats

- testimony before Joint Economic Committee).

However, woe feel that such loans are rore needed, and mora
desired, by farilies who wish to undertake up-grading of
thelr property oftcn with labor of their own, than by the

elderly, to whon the coverage of title II i3 limited. The
- axperience with the 312 rehab loan progran in urban conserva-

tion and code eaforcement programs is that the elderly of
limited incomes are reluctant to commit themselves to debt
to irprove their properties. This was so even when up to

- $3500 of rehab costs were covered by a grant under section

115. Ve would strongly recomnend that eligibility under

title IX be enlarged to include families, perhaps linited to
those of low and moderate income as defined for purpones

of othar housing aids, such as for 235 or 236 or for tha
comparable 502 and 515 programs of the Farmers Home Administra-
tion. If rshab is to accomplish comprehensive neighborhood

or area preservation or rejuvenation, the federal aid cannot

"be limited to only certain kinds of xesidents. The dividing
. 1ine should be by income, in our view, namely aid for all

those who cannot afford to praserve their properties regard-

‘-less of their age or physical handicaps.

Incidentally, elderly homecwners in those neighborhoods or

xural areas, where abandonnent and deterioration and substandard
housing are prevalent tend to be of very low-income and only
grants will bring about needed repair or rehabilitation under
authorizations such as 115 and that sought for 504, as discussed

above.
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Sone Specific observations on the language of the bill
are:

a) Title I, Bec. 101, adding aec. 244 (c) (2), appears
to exenpt structures rehabilitated with the aid of

the HPA from mesting building code standards. Thig,
wae believe, could be a serious error. The II”A should
encourage the adoption of basic rehab standazds.
Federal aid should not be extended for housing repair
which does not relate to improving the structural
soundaess of a house and/or its safety and healthful-
negss. Otherwise, the conditions which contribute to
abandonment are unchecked,

“b) "The definition of "neighborhoods and arcas™ covered
by HPA, as containad in the provosed 244 (&) (2), seeans
urban oriented. S0 many rural areas could be saild not

. to have “gufficient pvublic utilities and services etec.,”
that the program's usefulness in rural America would

- hbbe greatly diminished.

We would confine the definition to "reasonably stable“ areas.

Past experience with federally-aided rehabilitation prograns

- hag shown the need for public agency involvement to police

use of the federal aids to insure competent and quality work
and sound administration. ¥We kelisve that, for rural aroas
at least, state, regional and county housing agencies and
authorities should be assigned the rola of adm;nistering thse
programns, superv;sed by FraHa, _

We wish to call to your attention an alternative and perhans
simpler way to aid rehabilitation for rural low-income home-
ownereg through improvements to the program provided for in

the existing section 504 of the Mousing 2Act of 1349, as anended,
.~ Bection 504 provides for low interest, direct federal loans
" with 10 year terms and for grants up to $3508, for rehabilita-

tion, through the Farmers Home Administration. Eriefly,

- lengthening the temns of thesz2 loans, thus reducing the size

of monthly payments, would enable rore rural perscns to afford
undertaking rehabilitation. Further, if the grant provisions
of 504 were funded, truly low income honeowners céuld under-
take property preservation. Thesa changes would put rural

‘areas on a parity with current urban programs, which have 20
-year loans and funded $3500 grants under sections 312 and

- 115, respectively, %han, using these loan and grant aids,
separately or in combination, low-income rural families could
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afford to make desperately needad property repairs. En-
closed is a copy of a study by our staff setting forth these
pOints . .

As you know, rehab and repair aids, particularly the grants,
are even nore important in rural areas where incomes are
lower, housing choice more limited and attachment of ona's
land stronger than in urban and guburban areas.

Your bill, we believe, has a number of new and highly use~-
ful provisions and, subject to the above corments, we applaud
‘4t., We do think the language o€ the Act rmay need closer
review and that additional attention should be paid to the
relation of the programs in this bill to existing provisions
in the national housing legislation, so that addption of HFA
would not add to an already complex situation.

. HAC would like to be of further help to you and your office

after these commants have been reviewaed. I believe further
discussions with your staff would be useful,

‘Respectfully,

Executive Piractor

Enclosure.

o hd: James Nev111e

- Arnold Sternberg
- Art Collings : S
- Senior staff (HAC) _ o .

- . ) . . <«
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The Eastern Kentucky Housing Development Corporation is a non-
profit housing development corporation operating in Leslie, Knott,

Letcher, and Perry counties in Eastern Kentucky.

The area, served by EKHDC, is characterized by a high unemploy-
ment rate (over 7%) and a high percentage of families on Welfare or

some form of assistance. Both these conditions are attributable to

the area's largest industry, coal mining. In recent years, mechanization

has sharply reduced the need for workers which has caused an out
migration of people in addition to greatly feducing the number of

people in the area who are employed.

The housing conditions in the faur county area are also very
poor with 1/2 of the units being classified as substandard. Over
crowding and the lack of essential plumbing facilities are the basis

of the substandard rating.

New housing activity in the area has been at a very low level
as indicated by the fact that there were only 52 housing starts re-
ported in the four county area for the 5 year period from 1966-1970,

and low levels of activity in both HUD and Farmers Home Programs.

With these conditions as a background, EKHDC launched a program
which had two goals: first, meeting the housing needs of low income
families, and second, to provide work for the many unemployed people

in the area.



1)

2)

3)

t

One of the vehicles used to accomplish these goals was EKHDC's
Joint Home Repair program. The unique combination of programs and the
end result of these combinations make the EKHDC effort worthy of

special mention.

Programs

Farmers Home Administration Section 504. EKHDC has obtained
an agreement from FmHA to "reserve" at least $100,000
annually in Section 504 loans ih the four county area

served by them. These loans are uséd for the puréhase

of materials.

Department of Labor Operation Mainstream- The local CAA
receives a grant from DOL for 88 mainstream workers.i These
workers are assigned to EKHDC and perform all of the labor

in the home repair program. The estimated value of this labor

is $1,225,000 during the four year period ending in mid-1972.

Section 1119 of the Social Secufity Act. This section pro-
vides up to 50% federal government participation in a $500
grant to improve the sanitation, health or safety of a welfare
recipient's home. The remaining 50% is to be paid by the
state. The state of Kentucky did not option to participate

in this program, so EKHDC applied for and received a 100%

grant program through another section of the Social

Security Act that provided funds for demonstration programs.

These grants are used for the purchase of materials. 1In

cases where more than $500 worth of materials are required,



the Welfare Agency has agreed to gncrease the welfare grants
by the amount needed to repay the loans for the additional

materiais.

4) Funds for the administration of the program are provided

by OEO and the Department of Labor.

The result is a program for low income families that provides
subsidy for materials in the form of grants or low interest loans,

subsidized labor, and federally funded administration.

The success of this program can be measured by the 2300 units
repaired to date, the number of people trained and employed, and its
significant contribution to improving the housing conditions of low

income families in Eastern Kentucky.
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