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FOREWORD

Hoy can onc pry for a hou!6? Thla iE a Edv6Eal quoltloD. ltlr

1s a quartion rhlch larri!! qp6rDodt in th6 ninds of vltltolt to tho

Unitad Statsg. llh6n citiz6a6 of the onitod 5tat6s of Alrorlca gq abrgad

thclr hea!. the sarne quoatlon.

thls bookl€t e,.plalns hotr rfe pay for our hoEses ia thls country,

Ilroge not acqual,ntod ulth this counlry nilI f!!rd a useful intloductLon

to housing flnance in thes6 pages. It alio shors the role of goverflmgnt

and how industry, financial institutions, and govotirnentE -- F6de!a1,

State end Iocal -- work together to achieve our national houBlng poLlcy

of, a rrdacent harne and a suiteblo livlng e[rlronmoat for evary A!€rlcan

fad\r, as soon a! f€arlble. r'

Each year thls booklet ls rerj.e6d to tek6 account of qhang€d

coadltiona ard ncx 1.g191atlon. Oiiginally it ras a part of an orisn-

tatl,on s6rLor to b6tt6r equlp outSoing A[6rican housiEg advl€6r9 to

foreign coonirir!. E eerionco has indicated that foleign obrervcrt

of, Uuited Statas practlce proyld6 the moEt interested re6de.s,

Nuneaou,6 persons hav€ contributed to succesaive issues of thig

booklet. lhe reade! is given tbe advaitage of conbined resou!.cea of

tho Ho[llng end llon€ Etnanco Agency yith its flye constiiu€nt op6!-

etlng agenqies and unltE. ?be office of International Houslng trltiln

the offlce of, the A&dnlstlator of the Housing and Ilohe llnance Agency

takes final 
"esponeJ.billty 

end viII be pleased to proyide addltionaL

lnfornatlon upon request.

t^,- (, l,.-
Februery 1952

Dan R. Hanedy
Asslstant Adndnl6t!ator
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HOUSINO TINANCE IN 1IIE I'IIIIED STI15S

The puryore of tbis booklot ls to provld. over5.a8 g. S. houalng

adlrlserr and vi6it rs.nd other't interert€d tn tbo Urdtod Statos tdth

infolhation on horr noney ploblens of buildfu8 and bul.lng hone6 are net in

the Unlted Stat6s. Certaln background and descriptive naterlal uselul to

th6 undelstandln8 of houslng finance have been included. lihere necessary

or useful, addttional data on hottslng fioancd can be secuted fron the

office of Interrxatiooal Houling of the U. S. Housing and Hone Flnahce

Agency (EHFA). Monberg of E[bassy o. !,llsalon gtaffs shoE1d cor,firuE-icate

through eBtsblished chanlte1s.

A. R€latloDship of l{ouslng to the EcoDo!4f

1. Cheracteristica of Anet i can H6Dslne

&rJdng a hone ls a vely lr[portant natter for the average Anerican.

For the gr€at naJority of Atnerlcan fanllies, bufing a horn€ Is the biggest

individual pulchase and ltwegtfr|ent th6y n111 ever nake. Mo!! atd norB

Anerican tanlllss are bq,rlng their oin hon.s. Acco?dio8 to a BEreaE of

the Census Eurvey in 1%0, 52 percent of A.n€lican fandlles oiinsd the hon6s

they lived ln.

Houaing or dr.eUlng units V vary rl<lely ac.oss th6 3,500 mile

br€adth of ttE United States. Ilone bqilding La iltm.diet€ post-xar years

was very heayily concentrated (90 percent or nore) on stnglg fanlly struc-

V ilou8lng consiats of sheltor end the utilities wtrj.ch ar€ ess€ntial to
- :he operation of a modem drrelling. The term rtdwelllng unlt" as fre-
quent\r us6d in housing stati8tics is the space occfpied by a household
consistlng of all who shere a conmon table. Drelling unlts nry be in
singte-fenlk hones (detachcd or ror-houses ), 2, 3 and lr fardk hones,
apartnnentg, etc. In mlltl-farrily hoiles or apartfirents, each rrhousekeepingrl
space, generally occupled by a fanily, is a dlrelllng trnit.
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tuies, largely for sele to fdllllsr that ttould occuplr tha. Baccnt\r thq

proportr.on of slngle fadl]r structutc6 has decr'saled 9o that tn 1961 lt

ras only about 78 percent of the total, Dirolllngs r6fl6ct dlffer€ncBt

ln cllnate, loca1 housebuildlng naterlal, farilk incone, tradttlon,

tast€ and other factors. i'The Cap€ Cod Cottagr (of New England) dlfferE

a! nuch froh the Park Avenue Aparknent (of New York City) as that, ln

turn, dLff6r6 fron the GeorSian ll;'ns1en .1 the South or the adob6 house

of the Southlrest, Farrn houslng ts diffe.ently equlpped fron ulban

houslng. ihe dxelllng pl-aces of the pooi beer Ltttle re66rblanc6 to

thos€ of the tich." ?/

2. the lirDorianco of HousinE ln the Unlted States

Holne building ts a I€adlng lrt€rlcan lndustry which in pogt-war

li,ears ha6 beon at record levels, For 13 yrars ln a ror, l9l+9 through

1961, American industry built nor€ than 1,000,000 dwelllng units pcr

annrm for a total of about 16,000,000 non-falm dlrelllngs /and rocent

€vidence suggesis that the tr.Je figure riMy be eyen greater.

ltore than a quarter of total private dornestic ilrvestrn€nt ls

being used for resideotial btlildlng. l{er resid€ntial colEtructlon 1!

norrneLly tour perrent or a litilo nor.o of the Gross Natloaal Product, V

If lepa1ls and maintenance on erdsting houslng are includgd, resldentlal

conotructlon probabk constltute8 around six percent of Gl,l?;

All€rlcars Needs end R€sourcea, J. F. Dewhurst, et aI., Tvonti€th
Century tr\rnds, 1955.

Actual st,atistics are of 'rslrat lrr r' not of conpletlons, xhlch
nacesaallly will lag.

l.l/ Orcss Natiooal Product ( ofton called CNP) iepresents the total
,,i:iional production of goods and servic€g at curaent Earket prlcca.
See F€deral R€serve Bullotln, Jaouary 1952, p. 95.

!
1/
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Ihs hvrl of houElng conltrrctl,on 1! rcry lrEortaDt to aqvalal

lalgs lEdustllo! of tha UnltGd Stetrc. A studf B€ds 1n 1950 €hot s that

n.!, r.sLd€ntia1 constluctlon oonsuriar ths follottlBg pstqaltr of total

industry productloE l"n th6 lndustr{..! nanod, lunbo! - 3lr porceat;

Bricks - 53 psrrenti Blro aLlr atrd Stapl.E - 3lr p6!q.Dti Sortmod
<t

Plywood - lrl percent, /

In g6nerel, the.s ha! blcn a lrletloE l[p batr,lrB thr ups a.d

dor.Ds of businola actlvlty - bqllnrrE r|rcla! - @d thr upr and doEno of

hdro coBstruction. Hcoq constnrctr,qr lor! ofton th8! aot drap! soD

Donths befors thc gonelal d€clln€ of hl!tDe!! 8ltlvlty. 0a the othqr

hdrit, tt g€molal\y fotlona, raihcr tho pr6c€d€!, gcnolal burLrDaa

rtlcov€rlr.

3. Hou!1nE luvEltotf,r

Data f,rcn the 1960 c€nruE lhor that thc total Eu!b!! of dEa1llng

urELr ln tho Unlted Statr! 1n that yrar re! norc than 58r000,m0. !fo!t

of thfu lnvsntory ls urbeb hoqllng, rqfllct1ng the 8haryIy laclaa.si.B

ulb4rizatlon of the Unlt€d Stat6s ald the dlcrra!1Bg n[rDrrs, rqlatlvely

and absolut€k, of th€ fal[ populatlon, 0l thr total populatlon of

l8o,ool,mo itr 1960, onl.y aboEt 15,600,000 l1vsd on faros, /
l+, the Nature of th6 Houstng Indultrlr

Eon€s bullt tn th. Irnltad Steta! ela bitrllt by o!! of threo classes

of buildefs, owngr-builders, @clatlw-bd.ldort, or g6reral coDtra.torg,

:y' iousing Ahanac, 1957, Neti.ona!. Aslocletlon of f,om€ Bulld€r6.

Fer! Popu1etlon, Serlor C6nsu!-!16 (p.27) tlo. 29, Aprll 18, 1961,
Bureau of Ceneus, O. S. Dapeltnont of Corcror.9/
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th€ own6r-bu11dor, who ls aI€o called naltlatourr builde!, is an

LDdividual r.ho constructs one house only for the E8e of, hi6 orm fedly

o! ielatL s. Construction nry be through his elfoits only ( perhaps aided

by r€Iati.ves ) or nay be partialk his ef,fort rith the renainder beltlg done

by sub-contractors. In the years ihnediatek followlng lforld War II,

th6re !r€!e lar:ge nunb€rg of such amateur bd-lders. During thoa€ lrears,

anateur builders fa! outnuhbered the plofesslonel (or "comllerclal")

buj.lders, i.o., op€rativo bulLdgrs arrd g6n6Fal contracto"r. 7 Sir'r."

'trlrtually all amateur bui ld6r"q constructed on\/ on€ hous., in tel,nr of

total honr8 bullt the plofe8slolra1 bEilderr rero iuch tho nogt lnpoitart

factor. In r6cont Jreals, professlonal bul.ldere (espectally oporative

buildels ) ha.l.€ grorfl! e?en nor6 Ilrportent as the orfi€r-bul.lder ha.8 declllled

in nunbelg and llportance. In 1955 and 196 about on\r ooe-sl.rtb of holr€

constnrctLon lraa attrlbutable to ovner-builders. V

lte operative build€r has cone to dofilnat€ leoldefltlal constt'uc-

tio!. TrNo-thilds of prlvate, stngle-felit\r, non-fam houses buLlt in

1955 &d 1996 roro bu1lt by @srative hlqllders, Th6 operatiee btrllder

(a16o called m€rchart-bullder or epeculatlve buildB") Is one uho builds

housing on his onrl land, to hla ovn speclflcatiorB, fo! uEid6ntilled

fuirre buyers or renters. oftcn he buildg sanple houses fron !*rl.ch buyorr

mqy maka e choics plior to congtr.rction of thei! oran houees.

1/ Structu?e of ihe Residentlal BuildUg Industry ln 19L9, U. S. Departri€nt
of Labor, Novenb€r 1951+

y "Butlders of Nefl one-Fa.lrily House€. " Constructlon Revlen, U.- D€partnents of i,abor end Cofirerce, eugps-t5ep-t;Fm{5;i;Tffi
S
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Tto third category of buLlder 1s the gencral cootractor. Ih1e

bulldor ( frequ6ntLy call6d custon-bulldor) bullds hotr6lng to order, on

lon€on€ elsota land and to anoth€it€ speciflcatio'Is. 7n 1955 and 1956

about one-glxth of singls-fadly, noD-fafu hones tte.€ bullt bty Eencral

contractors, In terfig of nu[bera, however, there are epprorimately as

nar[r genoral coatractora as operatlve-hrild€ls. (It should b€ ltoted that

g9rcral contractors frequently engage ln non-residentlal const:tctlon --
bullding stor6B, gasoll,ne statione, watehouaegr etc. -- tthereas th18 1s

geld@r true fo! opelatlve bEildels. )

0en6ra1ly speaklng, the operative bullder is a large! scal,e

opcator than the general contractor. As Ln noEt Arn€rlcaD lnduetries, a

sEall nunbetr of 1a!ge and l[odlirn-sLze firns ( operative bullders and

g€tElal coniractors ) provlded the buLk of connelcial production. In 191+9,

tbe larger f1!rs, accountlng for on\r four percolrt of all prot6a!1ona1

bulldors, produced 95 percent of th6 output.

B. Structule of U. S. Syster of Property Rlghts

I' Il(r,rc 0lnr6rshi Dordnant

the nost stgnlfLcant fact about houging finance 1n the Unlted

States ls that alout 62 percent of non-farh drBltlngs ar€ owned by the

occr&drt, In f,arltr a$as an even higher pe?centag€ ar6 ow[er-occupld.

2. -Bi.ehlEi!-Bsperlr
The orrnerBblp of hontes 1s protect€d ln nany r€spects hy th€

Conatituti.on of the Unit€d state€. Se6, for instanco, the FoEth, trlifth

and Fourteenth &Endm6ntg, It 1€ al8o protoctgd by the collllon lalt that

thls coEntry inherited fron England aud hy the continontal lai, as used

in Louislana. State conrtitutjrons and Lairs glve further prot€ctlon to

prLvate o$noi'Eh1p of resid€ntidl property,
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Om€rrblp of thc BrldcntLal rtmctute usueur oerdG! rlth 1t

ornerrhlp o, th. uDdorlylng land. Iu BaltLDor6, Maryl&d, hqs.trlr, dt Bl:lng!

had tradltionaUy be€n bullt on L€e€ed lerd. thls practic6 le decllning ln

il.!l.t liiore but occesionally apprars els6xh6ro.

The or,rtership of honeg is ordinari\. in the forn of a rrfee sjrrplerr

type d6ed. Ihl.r font of orn€lship carries fhll llghts of ure, sale and

loherLtanco, Itudtod on\r by ley! for gsneral lillfar€ and protectlon of

th€ comunlty, lte6e lnc1ud6 zonlng lar.s and lawE p€rdttlng fo!6c1oaur:€

and sale f,or non-paJrment of taxes.

3, Convslrances of Plopgrty Btghts ld R€sldEnce!

Ormgrs of honea hage alilost conplete fro€don ln th6 trersfe! of

th€1t oEtcrshlp. sales nry b€ uade fre€Iy to n€w boJ/!r! by th6 tiansfer

of deed rith full xarranty ot all rights of oirnorsbllr, lte ao-callod

nr.alrantytr desd car.ries vlth Lt a rfes sirtrpl6i titl6 and t'rqulras th6

sell€r to d€f6nd the rcw buJror fron aII clah€ agatnlt th. tltle. It 18

auBtonaq/ f,or €uch transf6r to bg ,{ade a mattor of publLc rGcord ln th€

varLouE county officea ( countler ale ltdnor ctvtl dlrlllons of Statc

gowrnacnto ). the Fsdoral Gogar.ulrnt hae no "6rporlllbllfty in th6

netts!.

toaoes repreaent pqnitgLon tor a non-orr6! to obtaln possBssloll

and use of, a residencc for an lndeflnj.te or e stlpulatod period. It i!
uaual,ly roquiied by practicc or State laa' tbat leases .f,or one or mor€

year6 be put in l,.rj.t1ng. Leaaeo f,o! shorter perlods are ofu6n nade

olally, It ls not Drcon !o!r to lBk€ a public !6cord of a rcsldenti.al

lease.
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Orrtela of rosidoncos nry bor?ow 
'loE€y 

by pledgtng thglr ploperty,

otthor 1n ths forn of a tnort8age or iD the folar of a 9o-ca11ed dcqd of irust.

Uoltgagqs elthei convey the !6a1 6state rit'r! the rtght, of dsf,easance

( recovsry of titl€) after th€ debt has been pald off o" the rcal estaie 1s

pl6dged .fo. the d€bt, rtth tho pledge being cancell-ed after the repaJ&ent of

th€ debt, In tl€ car6 of iho deed of trust, the tltle ia tren6ferr6d to

tmstees flho hold the ttt16 urltil eyidenc€ of final pqyrient of debt is 8iven,

It ls custornary ln all juri.sdictions to nake a public record of nortgages

and deeds of tru6t.

In some Stetes the installnent sale€ coDtract LB also used. thls,

l"n form, represents a contract to sel1 lr'ith transfor of titLe to purchaser

to b9 executed onhl afte! a stipulated nurnber of paJ,nents. In gorne Juris-

dlctiolB the 1nstallrunt aa16s contract has been niewed as Ln ths neture of,

a r'ilort,gagei lt rnust b6 rrcorded alrd is ireeted by the cou.tg nuch l1kc a

lrortgage.

In raogt jurisdlctiona nechanics liens teke pr€codonce over othe!

folllB ol tndebt€dnes€, except taxes, to the extott the value of tho p!oi-

elty Ls eDh6nced by th6 lrork involved. A nechanlca l1en 16 a chargs o!

claLn upon reel prope.ty foi the satl.sfaction of a debt incnfl.ed as a

reEult of lab..r or r,rat€rial iupplied, e.g,, ca:?entrx or plunbi.ng !ro!k.

Lf the owner f,at1s to pay for th66e seFrices, th€ worlfian nlay Lnvoke the

lrecharlcs lien, the nethod provlded by 1aw 
'rheleby 

he may secure palanent.
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There are ,nar{r varlatLons in thc typ€6 of corrroyanceg and also in

th6 na rer of recordLng tltles. The sfurpllfied ?orrens syEten 2/he-s not becomo

genGrel practice in the United States. fn ihc United States, ln the absence

of 6uch a slrstan, a bqyer mrst elther take his chences that the abstract of

title gtves elear evidsnc€ that h6 ft obtalning urdisputed oirneighip, or he

lrost heve the rocords s€arched for title defeck. He nay, ln addltlou,

obtaj.n tl.t1e insurancs fron a fiduciary lnstltutlon engaged ln thls business.

?itla lngurance, ploculeblc thlough payn€nt of a fee, requlros thet the

lnauring ccmpar$r ind.mdry the buys. should slgnificent defects to tbe title
de"clop or epear.

l+. Regulatlon ot Re61d€ntlal P"oDarty

Stetes ard tholr civll dilrlslons lncludlng citie€ r'egulate tbe

constructlon and op€ratLon of residentlal property in nany watrro. the

er<€rcls€ of the right of, adn€nt donel"lt and of the po11c6 powgr pendts th6

plotoctlon of th6 publlc intelest. One of, th6 rnost sigDlflcant po$err, ls
the rlght of erninent donein whereby erith adequate conpensatlon prlvate

prop€rty maf be taken f,or public use6. Zonlng regulations r6ple6ent an

appllcation of police power to pro\.ide fo! order\r and logical land uses.

&rLldlng codes gstabllsh stardards of structural soundneis, refety, ald

plovide for adequate sardtary facilities. Ilouslng ordinances seok to

erforce healtbful uses of strrrctures and plevent ove"crowding.

2/ ttrls is the slrstorn hlch oligiBated in Ausura'lja whereby a publlc
record ls nade once end for all through the courts concernlng the

valld olrnership of proportyi all prior clalns are foievor stopped.
nlture tralsfers then take place by a sifip16 !6coriing. It 1€ not
nec€gsar'Ir to proyido a cor,plet€ chain of iitle at the tiln€ of each
gubsequent transfe!.
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FolacLoslro 1ar6 lct.€s€nt curtBtlt lrgtslatiy! nodlliqatlona of

th€ older coimon Ie!. procsdurcs. Such lar! pcnllt lendaru to tak. tttl€
to prop€rty hlch hae b6en pledg€d fo! the paynent of a dcbt. Stete lerrE

vary ridely ln the cost arrl tile lrqulred to otfect forGcloaur€. llost

Stetes have lews for 6!.ictloE of defaulting noltgagors, scmo only efter'

thr66 nonthr to a Jrear, folloring for6closur6 of thslr nortgaged propGrty.

Pro1,.lsj.ons €rdst also for Gvlctlon of tenants for noa-payrrit ol rent,

Many States enfolce labor stenderds ln the buudtng lDdust!:r and

ln tho q)eratLoa of leEta1 property. lars regulete ra86a, hours, uae of

ch1ld labor, stc. Wtth rospact to constrnctLon fo! lho account of th6

Pedoral 0ov.rrm6nt, p€rilnert laias regulate wegeB, hqurg, otc. and coF

non\r r€quilc th. payfient of rtplsvailLEgrr ragcr in the coniutrlty. ltdt
applles, too, to rental houslDg ploJects flnanced Eith nortga8er insulod

by ths F6drral Eousing Adnlnistration aBi to lolr-isnt publlc housiog bullt
by local authollttes rdth th€ aid of, Federal contrlbutlorl!.

olirxerg of real ploperty are usual\y subJoct to prop€rty taxes

rrtrlcn nry b€ lcvied by States, countl€s, or clties. In additlon to

gcnoral ploperty taxes, thcre nqy be spocial t€x66 or asaossnsltr llhich

aru lgriod fo! improv€nents or €errLcoa that b€nof,it pa!.tlcular proP€r-

tio3. hop€rty texo6 are the plillclpal sou.rca of revetrttc fo! Iocal

goverDrents, The Federal GovErEnent do€c not 1eiry property texos.

C. Structule of the tr'Lnancial Syst6n

An und6rgtalding of r6a1 estate fina[ce calr be rnor6 readlly

gal.n6d if ono understand6 the opelation of flnanclal lngtltutlons

g6ncra1k. A brief sketch of ihe ov6r.al1 finencial systen of the
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Unit€d Stat6 folloxts. Ihe !€latlonshlp of the Fodcral bouaLn8 agencLGo

to th19 plctuE 16 consid€!€d ar a leter t@Lc.

1, Th€ CorDoretlon

lhe Corloration ls th€ doninant neens for the ltoblllzatloo end

control of capital €airployed 1n Americ an lndustry, coMnelco and flnanc€,

Its prord.nent role ag a Iegal and econordc ilrstitution ls b6cauge tbe

co4oratlon p€rnits lndlviduals to agsoclet€ thonrel".s thr'.ugh an autono-

nous IeSaI ontity uhil€ retol.nlng linltcd Llablltty thars€lves, I'lle corfi6r-

clal banks, th€ savin8s aDd loen a.Esociatd.ona, end ahort all otber iypo! of,

institutLong or snt€rprlses nhlch !.iU be nontioned as ve procead are alnoEt

allrays lnqorporated Ent€r?rltog - coryoratiolrs, owngnhtp of rhares in nany

co4roratlons is dlgtnibuted tddely. Eouse'rtved in fedli6s of L1!dt6d neaos

ale a nulerous group of snaLl lnvestors.

2. Cormerclal Banks

lto comercLal banklng systeh of tbe Uhlt€d Statgs craetgs tb6

iEens fo! payrnent and prolrldBg for clealance ia g6ttllng treruectlolrs and

debts. It alro rtoblllzos ard lsnd8 flnanclel r6!rou!ce!. fho rylte!tr

cleateg th heaug of p4arrent by neking loana to borrorlels. Proc€eds of

loaas ara credltsd to checking eccounts. lhe purchage of e1lldences of Ln-

debt€dnels of goverlalents, partlcular\y of th€ F€d€la1 Gov6rEicnt, Eildlar1y

createg addltional d€posit accormts. Comnercial baBks are olganized !.lthin

and identified tflth girea localLties. fn tElation to the benkinB systdn

gensrellJr, lndlvidual banks are colparatlvely srDall. There a!e, hor,ev€r,

a few lerge branch baDking syst6ns, partlculally in th€ Fer W€st, Bank9

nqlr be lncorporeted under Fedeaal law as xell a9 under lara of each of
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the f;lfty states. Although no lndllrldual bank can €xtend a new loan for

naie than lts curcnt c[cess rsa€rvls, thc banklng ayatetn as a {hole can

lend oeveral tir€6 tt€ feselv'ss - nathaEticalk the hlghgst nultiple

is the reciprocal of the requlr€d rcsewe ""tIo. 
V

3. Federal Beserve Systqr

Ihe Unitsd siates doe6 not havc a slngle central bEnk but rather

a sjrster! of c€otral baDk9 knolrn e! the F€delel Reserve Systen, Ilith 12

Federal R€serve Banks located in varlous rgglonr ln the country, It is

the r€eponstbllity of the66 banke to ,nalntain dr adgquate supply of re-

6ervo6, so that cornerrclal bsnks !t{r ngct the nceds of burlnogs, lndustry

and egrtculture. A9 a r€su1t, th€ Federal Res€lve !a!&s aro occaslonallJr

referr.ed to as rrbankels, bankl. r' In cooperatlon rdth the heasury, the

Fedela1 Ros6fire Board, the gqvernlng body of the Federal Reserve s:/stem,

establLEh€s the over-411 pollcLos for bark8, s6€kE elso to stablllze the

non6y narket a9 a whole, and, tn krsptng l..ith the Eriplof,nsnt Act of 19L5,

undertakss to utll.lzo nonotar? controlg in such a ray as to inalntain a

high d68.eo of actlvlty Ln the aconoi{r.

lt. saYlngs InstitutLon8

Ihe thidt ingtitutions of the gnitod State6 aie nunerous,

IldividEa1 savings flor through varlous llnangLal lnstitutionE into the

flnal invesfurent narket, Colrnerclal ba[ks cormonk have saviagg depa.rt-

rnent6. }lutual savlngs banks play a very lnpoltant role 1n th€ Northeast

United Stat$. LLfe insurance corFanies noblllze treNneirdous enounts of

regular savl"ngs. Trirst compaldes and th6 lapld devElopriBnt of retir€ment

For descriptlon of this process, s€e Chaptor!9/
Reseave Its Puroodes grd hrnqtlona

VI of Tte Federal
l€snlngton, D. u., ly)y.
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and rElfere funds ar€ othe, charyl€ls for ih€ flotr of savlngs. 0f partlcu-

1ar impo?tanco io the housing buslness at,e thg savl.nga and loan assocla-

ticns nuibellng 1n 1961 about 6J00. ?hege ar€ qulte g6nera11y thou8h not

alwelrs orgarliz€d as nutual instltqtlons owfled h/ savers and borlower!.

9. ltoney lGrket

fho ttlonsy narket of the lrnited Stat6s r6pro6entg the total lnte!-

relatlonship betneen the flow of gavingF and Lnv€stnents. lrsed ber6 in

lts broadert s6r]8e, the term noE€y narket denotea all of th6 arrai1abl6

facillties for borrorLng and lendlng ftrnds. Th&ugh the varloua stock

exchanges, bond hous6a, brokorago offic€s, and lnveatrEnt bsnld.ng institu-

tions, onn.fshLp in (stoclis) and debts of An€rlcen lndustrT (bonds) and

Evideoces of indabtodnegs of all forus of gov6t rlre(rt (bonds, notqs, otc.)

alo freely tredcd in the inolr€ry nerk6t, Th€ rato atrEctuls l-n thle narkot

is closery lmitt€d so that any j.tlbalance b€txeen the n.t rat€s on long,

lrlt€rtrsdLatg, or lhort term pal,6r tends to be quick\y 6radicat6d ln tho

t.adllrg procegs. The Unlt€d Statso ls ono of th€ best oquLpped natlons

in the wolId to nobillze cepltal quickly and econordcall.y for the conduct

of arly ent€rprire, tncludtng conatnrction of housing, The fact that th6

Unit€d Stat€g bsr produc€d rell over a idllion houaes per Srear f,or tho

past Eevelal y6ars, rith nodelat€ rateB of interest, usually betlreen

l+ arld 7 pelcent, ls ,]rncle ovidence of t]e 6ff€ctircness of, th€ finanqlal

syst€m, the gr6at currec0 dqnand for capital ard a ,flodelate\r tight
credlt pollcy to avoid lnflation, have caused t|lortgego rat€a to bove! ei

higher 1eve19 than prevallod prevlou.sly for nany Jr€ar6.
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D. Eousing Elnance

cr€dit t9 enployed in four pheses of the houslng bus{ness:

(1) for essenbly and preparation of land on lrhich housing ls to be builtt
(2) for constructlon of the bulldingst (3) for purchase of dwelu.ngs;

and (L) for nodernLzation :nd repair of structures. Illere are sone varia-

tLons in financial arran8enents depending on vhether the housing is foi
owner occupEncy or for rent.

1. Flnancinq land neveLopnent

Prior to the 1930's the rnosi co]'lnon nethod of dgveloplng I.rd for

housin8 wae to gubdtvide vacant !.ar!ls and sell the resultlng lots. The

gubdividei rras tn fa.t onlJ a retail land norchant. SonetfuieB he arrangod

for and ca.riod out th€ installation of roads and utluttes, usually

assisted by ltlunicipal special assessnent finaneing or outrlght gifts from

ihs ,nrnicipallty. 0qera11y, horrever, ihe suMivldei did nothlng hore than

cuirey the land and pl.ac€ lot alrd street narkers. SuMirdding lras thlrs

separaie f"om bullding anC its rnethods nore ofte! than not proyed a deterr€nt

to the development of attr?.ctlve neighborhoods.

Today subdtviding netbods are qulte different. V 5u5611.i4ing i"

ordtnarily profltable now only when agsoclated with building oporations.

Land is purchaaed very often by the operative bEilder xho vlll fuprove and

slbdlr'lde the p.operty and bEild housing thoreon. On othar occaslons, an

independent de'r€Iope! wlll clear and lruruey the lrnd and sell lots Dirole-

6a1. to buildorE. !h6 nuDicipality plays a ruch sneller roLe thah forInerly

ln asslsting the land developer. lte follord-ng select€d quotations frord

Sotne developiEnt and sal.e of 1ot9 to indivtdual buJrers sti1l persists,
notably ir Florlda.!/
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thc Uortgage Baaker of Octob€r 1955 provlde soln6 insight into tho ploblens

ard proc€dures of flnanclnS land developin€nt! rrone of the maJor problens

.faclng buildels, both large and sliall oDeraiors, is the decreaslng supply

of Ell-Iocat€d latld for. housing developrnerts and the incleaslng cos+. of

both the Iatd and lts lnrProvenlent. fn seeklng financial he!.p for these

oFqatlons, the bullders heve tu$ed (frequ€ntly) to th€ moltgage banksr,

olther to obtatn direct loens f,ron hln or to gecure his help through

flnanclal aourcoa avaIlable to the rnortgage barfter.rr

nother sourceg for loans fo. land lnprovenents have be€n title

cor@eni6s, prlvatg i.nv€ltnont cor.Danies or gr'@ps of indiyiduals, naterial

suppucr3 at:d a few lnlurance corpaides ... Loans fron thes€ outl€ts ...

h6te been for as nuch ec ,O percent of th€ lard value, Sorio of, the dealg

\r these oources hava bq€n on the basis of particlpating it1 the proftts

of, the bui'!cer'. The land was provided and the lrrFrovanents x€re lnstalled,

then the builder gave up Jro percent or 50 percent of the nrofLt fio,n the

lals of housee. lttj.s ls raor€ of a partr:erghlp in a hdldlng operation then

actually loaninB rnoncy for Is,1d cost or land lfiprcyemert.I'

In the flnanclng of Iand devBlopnent, the financing organizations,

xtrather. insurance coreanJl, conmercial benk, sar.ings aid loan asooclation

o. norigage bankc., aro placing greater eiq)hagls on Igtd plennlng and

archttectural rest.iatlons. Land plennln8 1s beconfng general]J acc6pted

aa a basl-c facto! 1n dgt€k[ning the nelghborhood lrhich lrill result and

thrrefore an lnportaDt coltiideration Ln the ultimate soundness of the

Lavegtient.

Rgcent\r Federall,y chartered s:w.in8s and loan assoclatlons have

begh authcrized to utll.lze a smalI aortion of loanable funds to flnance
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laDd d.v€Iopnqnt in comlctlon tdth bousiDg proJocts of plLvata opcratlve

bu11d6!€, A1so, levsral corporetlotrr have b?an oltenir.d to obtain capttal

by public sale of sharea, the proceeds of nhlch [ould b€ ur€d for lend

devgloplosnt.

2, Flnarcing Construction

Construction loans aro col'monk nade to bullders rho eitber are

in th€ general contlactlng busines€ or ar€ ope.ative bullders or both.

The6e loans or advances provld€ workiry capltel for th€ bul,lder and as a

rllle are aecu!€d by riortgages on the prop€lw. Savlng! aud loan aaaoqla-

tlonE, saving8 banks, inaurance cotpanles, nortgage lendLng colqqanle!, altd

conmercial benkg ale cofllnon soulces of constructlon loanr, Such Ioans nay

b6 nade on an ullsecutpd basls, or nay b6 s€curd !y chattll liot'tgages oit

t8n81b1e as!!ts, such es buildlBg tnachln6ry, tiort'gagos on 1end, pl€dgcs of

rocurlties, gtc. Con.tructiorl 1oa.6 ar. alioEt invarlably short tclrn losJr8,

g€offally fo! peiods o.f three to trralvo honths. In the cas6 of, largc scalo

nulti-ferdly drcIlings for rent, a sponso!1ng corporatlon often take9 th€

ilnaYlcia1 r.oEpoBlibilittr and hires th6 contractor. Son lndividuals tako

the f,ine.ncial r€Eponsibilr.ty for bEllding thelr orn houreg, hiring a

cofltractor to do th6 rDrki others do the Tork thenBelveE. LeEders wlll
usually advanco fturds if thef ar€ app116d to constnrction work blr pargons

lrith a good crgdit rating and exlr€rienco in bullding.

Contractols ot{lnarily ri.lI be requiled to put up a conpletlon

bood obtainable through a surety contpalltr. UsuaII,y there $i11 be a 'rholo

backrr so that the buildgr obtains the fu1I cost of constructlon only after

the Job is flnlshed and accepted. Interest rato6 on loens to builderg

vary ridely, dep6nding on loca1 condltlons and the credlt of the tuJ.lder,
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but fiequlrt1y arc f!@ , to ? pelccat, o! lcEetiDs hlgb.r lc loant

tbt are !eIEL1 r4lou c@Irbtloo and aale otr tb atluctracs. A

bul1derr6 taveBtrelt 1u a boqae 16 c@oa\r Uquldatld, by r BdbEequrlt

!6tg!ae loao obtahea by a tnEcbalc!. An ailvaace c.@lt!r.ot DJr tbr

Feileral EoultDg Ad.DhlatlatloB to Lnaure tb! lfraI Dortgaga ,rprove6

a bullAe!ra lrroslEct fcn obtrl'rn8 colstructl@ fi,ldl6 l}.o b€,!ta!s o[

advutageous terb5. A frEth!! gource otr cledtt to b[j.[iters, lut
gEttctlL\y Eot a DaJq s(rrlcc, a,!e [Atelials aqEl1l.ela ard subc@trac-

toE!, lra.Lufactl{e!! of plefabltcatetl trouacs ald tbGh s{b!101ary

accqtts,nce corpolatloDr arc !@tll!!! a 6oq!q! cf tntcrir crciut lor

Ir!G!ab!LcateA structure6.

3. fr-Eaocina hrlche.e o,f Eoe!

Lo!8-te8 lga,as to br{ler6 of h@.6 to fhr,BcG purcbalcs

qlq secured by EortgrgeE otr the trEopslttes. Dcbt aalvlcc, trrca,

ardl h.uraoce are paia uoatbly to 6,a tn6tltutloDal L!d.!. 8u.11

aotllt-llalrreDtq a,Dil loDg-te,r slortlzatr.oB ol 1oo.u! dra! a houla-

holder a trc cholse tfbethcr to buy o! re[t a bouse, Br{rcra o!

b@e8r l'hetla! the houseg arq Den oir exlEtlrg abnctrl.ll, btvq a

rld,c varLety of lastltutl.oDs frcr! rbtch tbqy &ay borloy. A! otr

Selrteobe! 1951, the estLo.tqil trortgrge d.ebt ortstalriulg @ I to
4-f9,E1ty 6tluctlres by tt4)€ of holAer vas:
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IrsbltutloEa BlUt@6 of D(,,J.EB y,/

total
Savl.lga alrd. loa.E aBaocletloaa
LLfe Inaurance c@lellleg
C@erclal bank6 .
Uutua1 aavlnga bankB
Federel Nattonal Mort8Ege Aa6ociatlo!*.
Otber federa]- ageaclea
Ind.lvlauaL6 Bnd, a1l otherE

7.1
59 .5

19.'
L9.2
,.r
1.3

17 .0

* Iot a trtDary leDd,e! but a secoaAarJr boltle! otr DortglSe6
oltgr-Dated. by othera.

!, r1Da,uclDg Moderrlzetion aod. Repalr

Loq,Ds fo! the noderElzetl@ sEa repolr otr ilveUlrrgs .re

usual\y oltaLned. ou all ualecureal ba€ls eltbow! trefl ].egt8Latloa h

195I Ey cbr,Bge thts Ftte!!. Bsnks €re plobably th€ aoat lql,oltartt

sorEce of ruch lo6,na. They fleqireqt\y uae 4 Feiieral Gov!trDlert

lDEula,Ece BrralogeleEt vtllch ri1II be tle6c!1bed lEte!. SavlDgs end

loqa aaaoclatlolr aDd stEclB].lzeA fllaoce cMl-.Le6 ace a].ag

tElrortent aoutc€s of loana ,or thlE purpoBe " Ibe lateE ot lotereat

for uod.ern16t1otr and repalr Loara are co@oD\y lucb trlgher tbaE 1n

th! caae otr Dqrtgage 16aa. llet co8t to tbe bqlotrer tu cotuectlon

vltb ruch uasecureal loaos that are losulea le gcrelally lorc tb6!

9 larceot aruluaqy. The DeE lEdurea loeJc for Dgae"Dlzatl.otr boar6 oD\r

5 tElcent but tt trEobeliy t.llt- be bette! Beclratl. Tbe dlEatl@ otr tbe

ungecureal los,us ls t]T,tcElly about 3 to 5 years xblle the ner nrotlern-

Lzatloo los,a La of IoDg6! iLr,EatloD up to 20 yeara G th[.ro-quarters of

the eco!@lc ltte of the atructuf,e, tdtllcbever la 1e68,

]!/ PrelLEtnaly data. The sl.@ of tbe 1te&6 exceeil6 the reporteA total
becauae of tauliHnA.
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Itr 1950 about I+.7 blUlo! dollars trere eattreted. to bEve !ee!

erq,eDdeat oE elterau.oDs anil addltloDs ( "IEoIErty fll,roveeqt" ).

l'luch of thL6 xss leld for by boEogeil furds, A! addltloDel 7 to ?.5

blLLloa i1ou.6rs vele gtEut oo EalEteDa$ce altd r:elElt, Eost of tfhtch

caEe out of iac@e or EavlngB. In 6ooe yeara th16 fLgu,e aDlg.reutLy

E y be aa lrrge aa exl,eDd.ltrEes for Der cooetructl.oo. ff/
E. Rclstloushlp o! tbe fedelal Gover@eut to llou6trs

It 1E l-str o8B1b1e to l16t aI1 the v6rious poi-Et8 otr coattct of

the FederBl Coveleeut r.lth the houslag bualneBa. Thls l,eper treotB

otr\y of the oaga,EtzatloB aod. effect of tbe prlucl.I,61 Cove!@eat

Agercl,eE tbat ileaL d.1!ect\y ritb ho1,alng ftuArlce. The8e agedcles are

the EooslBg and Ec6e FtEaace ABeDcy together rlth Ltd flve c@etitu-

ent6, th. Fedclal EoE Loa.D Ba!k Bos,rd, s,!d Lts ccrq)oaeqtB, tb€

Vet€!6oa AdlolllatlatloD, the DepartEetlt of.A€rlcu.].ture, ara the larE

Cred.lt Adnlrlstretlon. Tbe !€rLpheraL aod. lld,l.Iect tuf,lueoces of the

fedefa,l GoverDeEt, eg tbe legealch Eod, 6tati6tLcBJ- BerrLcea of the

Buroau of St€,Ddrrd.E anA BrEeau of the CeEdua of tbe Deltaltdelt of

Co!&erce, th€ BrEeau ctr labo! gtsttstlcg of the DepsrtoeEt of l6bo!,

or the tE)@t1oD eod clealt effecta of othe! Fed.erel AgeEcles rlll
Dot be covereA heleLn. Baalcal\y, tbe Federal budget lD ltE

tDflu€nce on gerlela1 ecolr@Ic actlvlty ls !o!e LElroltaot tban 6lllr

othe! aaFct.

Degplte these DrEeroua poLEta at vhlcb the fed,elsJ-

Oovem@Dt affects o! llfIu!trces the ploAuctloo of houae6, Eeltbe!
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tbe leitctrl covrE€ut [c aoy State or local Sover@Dts burla or

ccotlEct for tha bulLtUra of, a 91g3131caEt shaJe of Dav houaea.

PrLvatety f,tuaaccd., prlv&te bu11Ae!8 Bre the no!a.

lhe ofillclel houslDg goal6 of thc (hlteA gtltas are

ertlre68d t! tbc EouBl.Dg Act otr 19119. fbtu ao61 ts "...th. r6ltza-

tlon as Booa es leEaltLe of tbe goal of a decent h@ gnd Eultablc

ltvlD8 c.vlr@oaBt lq evely.AEorica.E faE1ly.'." lhe aet state!

s16o thlt t! tie ottal@nt otr tbat goel n..-trllvBta cntergrl6s

EbaII be eacourrgsil to 6ervg Ee lrl8e 6 p€rt otr th. total Beed. e8 1t

cao..., Ihc tElrclFl 10L of SoverEent La to uae lta le6orEccl lD

such a Ellugr at t,..to c!abL l,rlvete qnterlElse to sclve nqrc of

tbe tgtsl oeed..." Prlvate enterprlse ta thu6 elablea to Eovldc

thr DcaD6 fd fufitrovcu.at of bouslng. BovcrElent tEovldea fevomble

coldltloDa to DL this trp8rlble. Tte succaaa d thlr poUcy tr
evld.ent tbrou{bout thc lrna, for au but e very atralL teouEt of

hgustrg bul1t 1r coD6tructcd by lrlvata cDtc!trElse, TblB aoe8 aot

Da,a tbat tredalcl, St te, eDd loca1 govelleuta iio aot have a ]rr8a

role to pLey o[ th8t everybhlrg i6 betlg d,orc tbat ca.n be d.ooe.

1. EouslDg atrd. E [e Ftua,Ece Asency (EBrA)

Ihe BJq houEtug rrst@slbtutle8 otr tbe trcilcla]

Go"cr@ent ceDte! 1[ the EEI'A, the dupelvlBory aEd coordiEetilg

agsrcy tot tlvc otber hou6l,Ig sgeicieg rbLch are 6uborilrlAt to lt.

tlte Eourtla ..!i1 Ec,Ec PLE,nce Agpacy l.aa establlsbea otr

JW 27, L9l+7. lhc AdDltrl,gtrator report3 dlrect to the hegtdeEt.
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Tbe ESFA EucceealeA the Natlona1 gou6tDg AgeDcy a'htcb bad bEla created

6hort\y after the outbroBk of Wor]'d Wqr II. EEFA hea orgrJllzail ll1-

cluded as conBtitueotB, tlre federsl BoirdlDg Ad.Ei.n18tratlotr (eltabu.sbea

1931+), tbe Publtc Eousllg Adrlal6tlatloa (e.tebltstteiI 193?) aoa the

P€delal Ecre Loqa Balk Board (esteulshed 1932). I! 1910, tbc

Feaersl Natlotra1 MoltgEge AEsoctation (f l{A) xa6 tlrJlafellra to EmA.

Ihe t rbau ReneveL Ad&lnlgtratioa (URA) ard the co@uxity I'aclll,t166

Adrlnl6tratloE (CTA) were establlBhed. Ln Deceube! ),9rU es addlttoDal

coEstltnents of EBFA, In 1955, lbe U.S. Colgress took the treac!al

E@e Loo,a Baak Eoaril ftc.! leder EmA aDd dattre l,! as lt bail bceD

larLter, au tadepe[d,eat ageEcy. IEFA uor has live conEtLtucotg:

fEA, PEA, FNMA, URA, AND @'A. Peud.Lug leglsl,etloa a,aa sa e:.ecutlve

orilc! vould coovert thl6 ageBcy lrlto the DetBltDent of Urbalr Af,f,BLlg

aad EousinS. Ttle AdoblBtrator rroufd tbea beccoe s fgecttter,yr!

r.blch is equlvalelrt to a Dfuicte! ia @at govel:E,eBta aEil be vou1A

be a EeBber of the Pre6ld.eBt'6 cabLaet.

tbe ehtef, fuactlonB otr ttre conctltueEt ageacleE of EmA ale

outllled be].dr, :

(1) fhe Federal, Eoualrg Ad.nlEi,stlatlott lasrrles ?llvete
laatltutioiral bnaer8 a€otlat Los6 oa approvea resldetrtl.aL oortgBgeB
anit ]-oea5 for relal:.6r, etc., creatilg coailLtlorra theleby vlltch @,ke
lt caate: for f8!1Ltea to bqtr a,Ea to DalDtala their owa horeB €oil
a36ualng a sta.ble, actlve national narket for resldeEtlal uoltgages,

(2) The P$Ifc Bou6lag Adeinlstrattoa nakes loena and srrlrual
coatrlbutions to Local" pub11c houslng suthorltleG to as61Ft lq the
conBtructloE and opelatlor! of lo{-re!t holtalng for Io? ltrcore 3s[11te6.

* the prol,o6ed cha,lrge lrl status fo! the A€eocy !'as leJected by the
trEa6ent CoESle6B but leDalrl,g an obiective of the Plesttient,
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(3) Tho urb& RerqrBl AdELut6tratl@ I8oylit r loao8 lDa
8!rot! to locaL pubuc lSeDcles foE slrD cL.s,Dcc, railevQLotDlt adl
rebabllltatloE -- "to rebu11il drcayllg cltlc!." 51rch ttDals lfa 16
iultiaL plaollDa, foE acqulsltloB a,Dil clearsJrc. of BI|D a.rea!, aD4 fo!
lre!€rEtloD fo! ledevelolocat, lr,rgely by lrivate agcDclcg, fo( th!
prevcltloa s.bd el!.Diletlo! of shas arld bu8bt. Thir Adalnltttatt@
alro Bkea graDta uDile! s@ cltorl6tatrcca fot rEblo DfrrniDg.

(!) The Cc@etty facllltle! Aihtulstratr,oa lake6 1o.oa,
lf ccotrElabfe clqalt lE rot otbeffts. avellrble, to localltleB rlcre
tbele l,s e 6hortqge of sater a,ail Eevage EysteEa, 6Dd otba! pubuc
fac111t1e6. In rddltiotr to euch loans fo! actuaJ. coBatructt@, fuDil6
are Eale eval,lable for tbe pLnnlDa of futlEe l[ib].lc Yort6 ulr@ tba
agreeEnt crt the alrpucatrt to lepqi errcb fuDds rt D lt 6tarts tha
cooatluctlotr of, the U$Ilc r,ork pl.anrrEil thcterLtb. fhla AdllDl.atla-
tLon Eakes loe!6 to co]legcE to eDBble tbrD to coustruct bousl,!8 for
stud.ant6 auil faculty. It also provltlcs loaos for housila fo! th!
eLdor\y.

(5) Thc feaeral natloEEl l{qtgp€s Aasocl8tlc,u a6s1.t! LD
tha DabteDa,Dcc of a secoudary ea.aket f,or Dottga8s loa,Dr by purcbr-
lDg FEA-1a6ured. a.ail VA-gxrareateed rloltgBges, LElrlov1lg thereby th!
Llqulalty of EortgaSe luvest&sata sod es6t6ttug lD thr b.ttcr ill3.
tllbutloD of Uvestdeut capttal avalLable for !e61ilcot1a1 E@tglgr
flraoctDA. trI{UA aLao hss otber n trtgag. pulcbss. lctpoE6tbt].ltta!
ca1]€A slEcrr.l A9a16t€,ace Punetl@a {hlcb aasr.st th. 8act!,I houllrlg
ob JectLve6 of the peile!61 CoverueDt ,

2. otf)-ca of the Ad.dlnlgtrato?

Tbe Oltice otr the AdDLrlEt ato! (Ol) oe tU EEPA lErfq@

ea!1ous 6taff fiDctloed, ( legEl, pLa,nahg, ldo'gr.-rng, trEDIrc

lnforoatloE, etc.) vhich aaslst tbe AdlllElstlator 1tl hr.s sulErvlaory

6DiI coolau.r!ati.|18 lesp@sibtlLtles. 0f eslEcrr,]. irtteleat to fcqlgn
vtsltc,rs is tbe Oltlce .tr lrt€rllatloDal Eousilg (oIX) braa.a by !,D

AgtlStant Adetnlrtratcr. It aaslat6 thc D€lartllent of State otr

tltellatt@at IE'obIeDE rhtch qoocer! houat!8, couuulty f,acallttca,

ph,DDhA, brd1ai.lg EatellaLa aeil relrteA Da.tt€rg. I! tbe coqsa of

carryug out th16 le6ponstblu.ty, Eeabers of OIE SequeDt\y att€Dil
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futolaatt@r} ccttlgs aa !i€[bc!s otr th! U.g. alclgBtt@. OIE alao

coEault! vlth fcEelgn DlssL@s ariil vr,Ettora, arcblDgfDg tut@tr.oD,

aaslstlDg, etc. It I,lovtae6 tecbldcal 6upDort, treLoLDs sr4,I,@t and

reLateA alrlrtaoce to the U.s. AgoDcy fq! Iltcrlat1qral DeveLolEcat

nblch ealrttalDa hou61trg adv16e!6 abroed. alld eld.s leas hAu8tlla1lzed.

cor$tri€6 ln thelr hou6irr8 IE:obfeE6. I!f,ornal but cloae coDtacts 6re

Eatltelrcd t lth houstug EpeclaLiBt6 lu aeveral lDtelBatloDal or8aolzs-

ttoDa. Stial a,loothe! furctLoa LB thc elad.![tloo of aloc!@Dta

coDcern1rt8 the techEoloAnr, practice6, la!r8, orgaalzatL@a aoil accco-

Iiishatlta t! houoiDa otr f.EeLgn Bttqs f@ tbe ure otr U.g.

off 1c1al8 aoit r.nauatry.

Tlrltcc Ber, ,-Eport&lt actLoB proSla&s nere edslgned. the

Ad.oLntstratoE by tbe Eoustng Act of, 1951r (f) graotg, loaus, BuA

techll.ceI aEslstance fo! coEl,leheEslvc t)laonlDg, ecqul6ltr.ou, con-

structlo!, aoa lq)roveDeEt of 8.9 tla,uaBgrtatloD tacllltleg
(Z) grqata to Dellit 1oca1 tr,ubu.c bod.Les to acqdre ra[a to be usea

8s lerpoent oDea 6l,ace, ann (3) graots to Inbuc c,r Etvate boal€r

fot tbe purllole c/f develop:!8 sDA akuoBEtretlnS trer G lEXEoved Eanr

of EovlalnE houslnr for rceraoE6 lJrd faellles of lqr iucode. At

preEent the.e are belDg hanttled vltbl! thc Off,lce of the AdilElstrato!

rather th6,a by the opelatlog colretLtugnt ualta o! agencr.eB. TbeB6

tbr.e net. progla&E are ple6eltly lD the er.I loratory Etage.
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Cc0EpleheBaLve plaJIu.lg for loaFg tralBportottg! L! no$

ellglble r&d.er the preyloua\y authorl.zed. Pfarinllg A66lEtq[ce Graat6

to loca:. publ!.c bod,les. fcchtce]- aael6tarrce tn thls flelil Dry a16o

be provldeA by the Ad8bl8trBtor otr 8BtrA,

The glaat6 are authqrlzed. to Dubllc egerclee for dqDpnstla-

tlo! ploJectE de8lgred to cgDtrlbute tg tbe lrlEovedeat of lass

tla,uallqtatloD @ tbe leauctl@ cr! D.66 tlaoslloEtattoi lcells, L@!a

to p$bllc bodieE are to provlAe fo! flDancltlg of tbe acqutsltton,

coaEtluctloD aod l-Bp:oveleAt of trersportetlotr facll-ltLes aad equtp-

lleDt. No loao caJl be ead.e uD16EB (L) th!!e tE belrg AeveloFd. f@

the urba,r c liebollolltao areg a l[|ogla8 fot the develotleot of e

co@trrehenalve r.aEB tran6l,ortatloD syBteD, aDil (2) tbe l,rgpoSed

facllltleB can reaEolrably be ekl,ected to be lequlreil for sucb E

Eygter,

The grarrta to loca1 pribue boaues to acqurre lrlil to be
I@BIIY

used as pelcreDt oIEu E!ac/ Eay nof exceell 20 lErcelt otr tbe total
cost. tbc graot eay be aa hl,gb a6 30 lercelt tf the pubuc boqy

exereleea leEDgnslbllttlos lelatlna to opea lrod. for a,E uttEo a.ree

aE a r.hole or vhLch IErtlctFtee lD the erelcl6e otr duch r€gpo!s1-

biutteB for all ca a Bubstauttal trart of an urban srea trlrrBuaot to

e.n ltrterBtate or otber btqr-goverllteAtel ccqltact or agrecosat.

hoceed.E of the gratrt oEy oot be used tg defral aevelolEent coEts

or oltlhary gove!@eDtal elpeages. The ogga speca lard. to be

acqutred, Euat be iDl,ortaot to the e*ecutloD of e ccdl,rehenElvc pl.aa

for tbe urba,a Area and. fhera a progra& of coEtrreheaglve Dlainltrg

16 belng actively carriea o[ for such atr area.
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I! c&a!a vbere gral1tB bave beer lade to acqulre o?eD Bpasc

Latrd but Later the conve?Eio! ol such Land. to other uae6 Is found

ea6eutl8J- fo! oadelly devefotr&aut cf s'D urb€n eroe, otber q,cu 6ltace

laDd of equlvalent value call be provlded as a Eubatltute.

Po11c1€6 enA sctlona ln colurectlon lrlth tb16 Irrograo Eust

be 1l coD.gultetlon t'ltb the Secretary of tbe l[terloE. IE tur!! tbe

Sccrctary o,f the Interi@ mrst tDforD the Ad'll.ntstrator of !ec!6e-

t1otra1 pl-alrlLDg fo! the greaa to be Eelveil by g!a.nt8.

the dcDon6tratloE grEtrt proglae io ltrtordod to eacoura€e

experLEeEtstlon t lth lel' @aBa fo! trlovl.dlag f,ad.lle8 of lotI lqcooe

r.lth Bultable houslrS. At thlB tIE the local pubuc houstEg

euthorl.tlea have llot bee! glve!! ad.Dlnlgtratlve aplrlolraa fo! !slt1cl-

IEtl.lg 1n tbe Inograu. fbf.s rhould eEcoulage prlvate, aolr-troflt,

cootrel4tlv€, aod. othe! groul,6 to uDdertake to becone e1lglble for

gr:c.uts to perforo tbLs Es. experl.Ental firoctlon. At thl.s vrltlDg

tbe und.efiaklng 1a too ner alra urltrled. to entlcttate the corE6e 1t

vlII take, Th16 l,!ogr6a vas autholl.zed. by SectloD 207 of the Egg:Ig
Act of 1951. It Ehoufd Eot be c@f,rraed vith 4 aav Droglaa for

Dortgage tuaulaoce fq erq,ertuarta.L housirg ylovtaed fo! the

Fed,ela]. Eoustng Ad.ElElEt!6t1on. Tbe lstter 1a to cucolragp uDtlled,

aev Date!1416, de5r-gn, arrd. coE6ttructlon loetbods. It 16 appllcable

to Sectlou 203 (hoee toan prograra) arrll anothe! Sectlou 2C(,

of tbe fiattola1 Eoualna Act , pertalrdDg to lngirra,ace fc,r reEtal

bousiDg. nle deEonstlatlor glaot progras of the otflce ctr the
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Adriltlttretor BJr lavol, SoDr af tla r.D GqElL4trte.L r8!i oC

Bt4rrdr c il.ltgD but lt tEob&\v r.lu rdDbrtza DaqlDaful Er

va!r6 of utlusllg lrubl,tc 6!rb61d1qs to esa16t fEt!1lte6 of lor

lrcM.

3 Federal Eoqltaa MtilDlstratt@

fhe tredelel EousLag AdElalstlatloB 18 treadeil by e

co@lsstooer trto tr subJect to the 86EGra1 Doucy qDd 61{)erYlal@ gt

thc AdDltrlstratd ol EEPA. Thc Fm cducts a DqttESe lrratEloce

busl-!.sa, It bas !o Eou6y to lrDd.. ItB sole blataes6 lE to IES'|IIQ

lqDdlrrg tnrtltutlon! agallgt lo!€ otr lEllclFl trca deLult ctr loqEl

Dd. t@ the coostluctioa ]U or purcnasc of h@! or raBt8l IEoIEa-

tr.c., G Eoderalzatl@ €rit reralr otr houses. keultlllry data

l.Dd,lcatr that !lac. FEA bcgr.u olEratloas lu 1935 tEougb 1951 r tot l
6 73.923 biLLr..,D ato1]rrs d baulaace b.B b.eE rrllttea. I[dElacC

oB Doltgages lor ildlvialual bco.s totClctl 50.?95 blIItG dolf!,t4 oB

lcata] IEoJects otr suttL-t€.dly ty!e, 8.919 b1111q atour[s; raA @

IllolElty tllEov@Bt Loqos, 1.2@ b {oE iiou'r.. lbough t96o

trEA b@. oltgrge ltlguraac€ bad helx,eil ove! t! Dtutoo fr8ll1e6 to

qtr4 h@er aDd. had. hclpcA to trrror,'lile houslag fo! DcaE\y 90Or0O0

fqdttes t! Eulti-faotly Dloject8. As of Juue 1951, FEA-fr$red b@

LoaJrs coDgtltutril Bbout 19 percent of the tot&L outEts,EdlDg d.abt oE

uon-falE I to l+-fauily bou!e6.

&/ FEA ltrluras ailvaoces f,or Eul"tl-faall.y cgEatlucttou but not !d
Bl.Dale ta61\y housbg o! IEoJect..
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Db Fm t8 relt-anlEErttra by vltta d lllrarEc. ctlrgaB

levled C[r Lelittrg tagtltuttotr!. Itr @st of the h@ mltgagG IEo-

grsr6 tht6 16 @e-baJJ trErcrat aaEtral\y @ tne d,ecudlA ,,e,u b9.larrce.

Tbls IEeEIl! tB IEta by tba bqror€r to tLe Lelaler irho ,r. tr! D I,aVs

fEA. As of DeceEb.! 31, 1950 the tr'EA brd haura,uce !6aerres of

942 dILt@ dollrra rtlch ba been bu[t r{r ftc! tEGofiEa lril tGre

avatl.ablc for c@ti-trg$t 1o!rrr.

Data @ thr cbaractall8tlc8 of ty!,lcal trEA l.rr6urea lqtgeges

lre otr lltctest. ID 1960, tb. typfcal I DEv h@ t!a,Bsact!@

lal.ol,vla a Eortgagr of $13,159, th. drrelltuA sJ t L,Dd Ea vdlrra 8t

$*r6df. Tbe bour€ E! a ].-t!ruy structure coatslDtlg L,091 .qu.re

feet (orcluslve crt lllqce tn besco.ut, atttc o0r gBraAe). provllung o,Ir .ve!6ge

of, ,,5 10@6 of rlLtch 3 ser. bealro@s. In ebout ?+ larccnt of tbc

b@8, tasage q c€rlrct faclutle8 vere tlc].uaba. fb ayelag!

ter'.! of !.Ifyrirclt of the aqtgrAe flas elrlEstrdtely 29.2 ycrrs at e

Doatbly !.te of $]O3.8I, lucluat.og Iaylsttt6 for plLactllal, ht.!est,
trEA ,]rauraoee, tEopetty tsrq! aaa bazaait i.D8E:auca. Itta @rthlJr

IDyelt togetb!! vlth the colt of utllltler, ualntqDr.lce, e)alpaBas,

etc, tot ,Lea a @Dtb\y hourr.[g ertEase ertrlste of Sf28.98, fhe

Eontb.I'y bourua €:cll.n6e, lD turE, relEelaateil about gullE ot

the tyt)1c81 DortgagoE's Eutb].y tlcoEe trLlch approxbatea $r9?.

Uliler the IEltrctla]' FEA plo8taa of the tEeeaut Lel,, }oeua

ttBt are 6ecureal by ttrsuleiI tllst Ec,rtgEgeg or lEol,g8ed coaatluctloa

of a onc-fa,b1l,Jr drelltug occupled. by owrerg a6,y not, una.r tha

U/ 8e!€f,4!cc6 to thr tylrlcal qa6e are to Deitlr,a valrEs cd tbe
stetlstlcal d.i6trlbutloE,
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6tatute, exceeA 9? DelceDt of aeoultg up to $15r0OO of eptrnalEeA

vatue j 90 l,elceEt of tbe aDount t.E $1,,OOO to $2OrOOO otr apl,rslaed

value j aod ?, perceat of sucb value ln Exc€64 of $2O,OOO. ],

The top ]-l.hlt fo! a.!y oue Eortgege @ a oDc-fael\y rtlucture 1r

$25,000, For exlEtiDg l,ropcrtleE the duratloa of EortgEaee !!ay Eot

exceea 30 years or tbree-$D.rter9 of the FEArs estlrate of the

,eBtlrlng ecoEcolc l,lre otr dy61uDg, xhlcheve! 1a tbe le6ae!. For

D€v coastluctloD the t.tl! lay be 3, yee!6. As of February 1952

the lerolsEibLe lDterost rate 16 5.25 tElceot. ghe tloltgEgr

i.nsrrlaoce prcol.ra a,!il acrvtce cbarSca @ 1ltltletlrrg the Ioo.u, lf
a,!!r, are aadltloEl. S@ratet ilfletent terD6 apl,ly to other p!o-

gla,Da such a6 tbose for idlaaste! boua!r8, " houslDA !t "outlylaa

areaaii ot oD farua, houalDg fo! fslil].les Ar,BpLaccal by eh@

clearance, houstrA f.a aervlcclEll, housl.og tq fao111e6 of Eoalelete

tucoEe, hou6LDg fo! eliielly !e!aoDs, etc.

UDde! the extEttlg lav, 1oen6 on rnultl-fr&1\y proJectB fqr

lent vhlch 8l.e laarued by FEA Day not rxceed 90 pelceat of value,

fhere are also li.EttatloDa otr tbe aloount of loao by ro@ sod. by

dre11lag uaLt. tho EanlBu! lntercst rate fo! the "!egula,!" reEtal

pelcent eort€Fge lEarrrarcq prelilun. l,{eturttlea a,Ie et the oltloD

of the !'SA. Loa,n. to cootr)elatlves !a,y be Eotienlat lore llberal

tban tho8e to L[veator cgrporatlong, Mortgrg! 1oao6 to flnance

19 Ihese are the El.Elrir!! tcros of the LeglaLatloo. They sre !r!!-
lolasllie 6nal not Eaudatory, Actuel, effectlye t.mB, exceXrt for tho6e
aet out !. tho 6tatute6, src lcft to the tr'EA C@16slone! 16

allscretlon.
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nrEEtDg hc6 6160 EV bc tllrEeil lf IEoF!\r ragulatd adl tf

1oco1 auth@ttiea celtl1y ths !rea. A.Lao flvotablc lEgv1.l@ 16

Ead! fo! lenta]' houBlng for tbe eldelIy. l.{ortgage geounts for

Ln6uled 16n6 to flDaacc tlrllcr courts or p6!kg EaJr b. basea oE\r

oD tb Land 6Jcd. utllttt.!, lot on the EobtLe h@s. In 1951

EIEcta.L tEl,etus aa glvca to IEovi6L@ otr leatel bgurtDg f@

frolLtes of nnoderetc llrc@." (scc. 221.) Irrteleat rate6 6.e

telov th. ,srtrt rat€, loD-Inottt tytEs otr El,@aor! !r! rcqulrd

etd flDanctoa ia aB6ulca throuAh the Speclal AsltEtanca 84c111t1c6

ol the Fedelal Nattolal llortgage A6aociatlon. Alao lrev 1. p!o-

vlgion for lDarrlance of Eqltgages on Eetrlarate atEEtDalt3 ln a

Eu1tt-arrrtGDt bulldtDg rrtbrr tb.,a olt the outitc ltructrEe.

Tb16 tE t€rDeil tcotrd.oolnlua. rl

The tradltloral trEA i,lsurarce p!o8r€,! for loons for the

DodclqLzatio! soil retrEl,r ol ho@!B provld.eg thlt llaaccurcd loenE

&ade by &pploved. leadlng tartttutlono are a.utqDatlcally lEorrred

trlthgut Bpeclal exa$llatloB. fEA bas, coB3€quant\r, lasE cotrtrol

of the quautJr of ln8ulgd loens Dade for ooilernl?etlo|t aua letrEir

tbao o! othe! lraureit loqa6, eBch c.r6e of vhtcb ls erGrlned by fEA.

Uasecurcal l€oa foE Eoilelaizatl@ ant! lcpalr of hou5ea

!.EIy la @tu!lty, de?eDdlBg on l,ulpoae cr a&orEt, tloio a alnLure

of 5 years aEd. 32 days up to a eaxlnun of 7 year6 and 32 d4ys

trc1ud.lDa reneeal of orl8lla1 aote. Dlscountd ]f/ fort""a of

gl
1a

A tllscornrt, aB hele uaeal, lE e ]-@n helela tbc lDtcreat cbErge
aed.ucted ,-L adva,Ece, e.g.: A foeD otr $I0O fo! olrr ycar et a

iliacouDt of, 5 percetrt yteLals tbe borrorer: $!l rtth the obLigatlo!
to lep€v $10o.
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tatEcst cbrga! !a! uscil. lt! uxlr!! alllcouat 1! $5 a yee lrcr

$1oo otr 10€! lor th! ttlrt $a,loo ""a $L a ycrr @ ru o!/G! $2,100.

Ih tbe case of staglr faDl\y houaes, th! a&ouDt of tL. 1oa! Eay b.

as nuch aa $3,roo; for a &ult1-fa811y stluctrrrc aE Euch as $l5,ooo.

Th€, percelt d1scorEt La cqrdvaleat to atlEorfrta\y 9.3 I,.trceDt

lutelc6t IEr q,EDr.ro @ dcc}trdDg bal,ancea oa a 3-yc!r aote. fhQ

lenilcr ts lrsureil qr to 90 pGrceut qf ].oss oo a4/ lluale LG.!.

Totdl 1lrrEarcc coecteEa lE U.Eltrd to Eo aEoEDt cqutv.lcDt to lO

D€rceat of Bucb 106rr! !!d.e by the teadlDg tnstltutl*". }V rh.

preolru ( cwreat\y .rO ot I lerccut) tu lBttt by thc lcuit ! rnd u4y

not be llssgeil @ to tbG borrov.r (havlrig eLlaaAy baa! aUored fdr

la tbe itiscorDt ch.r8p).

A Ee h@c llllloy€ucBt Irograr Ea laboatrc.it by tb
BourtDg Act of 1951 t.hlch ldded to the IEtlolal gguslDg Act B.r.

tRlrll.l,g authorlty fo! the Pederal Eousbg Atltnt6tlatloa. (6ec.220(h) ).

Coats of lEtr'lovemat trot to excced $lOroOO DB)r be thaDcea Et 5 I,e!-

c6nt lntclest, fbhrrlty Day b. a6 1o!g a6 tTBDty lllar6 but Bot Dorc

ttan tbr.e-foEtha oC tle laElltrrg eeoo@r.c tlfe of t!. Etlucture.

Thc D&ture otr the rcqulrcil slqEtty lB teft to tbe Cc@lsar.@er of

trEA. Tht6 l,rograe 16 aE Lallorta,nt eledeat lD th. valt effcat belng

e€,Ae to revltal-lre out c@lDltle9,

Au tuaulalrce leasrvE 16 kept for cech leDdlBa b8t{tutLod. I{er
credltg of 10 lerceat of nct ltroceed.6 of loeE arc Eatle fo! eacb !!er
looo. Deblts are Edc tqr c1a1ti6 IEtil. R.s.rvaa are a].so aaJust A
by legul-atioaa, reanchg leserr.es si-Dce otbclrlaa Such aeaelveg
coula grow to rore tba.a 100 lElceot otr the outst€oiltlg Irctfolto of
auch logDa.
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Ih. IE.Elre 1!c@ ead !cc! collctad by th! lE[ ut&r ltt

dltf!!.!t Fog!!!. hlw lot oEly tlcl.tlltt il lt to Fy lt! qllrattlrg

eqtllle aaA IEy o6f cLEtEr but al,6g, a! prcyLgurly ErDtLo€a, to

lcqlruLat 6ubsts,lttal t!rur€!c. !c!cr|r!a. Irltr.al oDclatlDg tqrda

ldva,acca by tte U.S. th.ssEry bavc bclr lctEtil r,tth LDt6c8t. llcEt-

ga€e tciullett@ b.caulc of tor.clostEc br6 coqllstcat\y r.crrteiI

very lor. L6s.s th.reby 1D lclrtloE to tlrcm fr@ IEatr!! aoil

fc.a bave alao bcqr I@. L!!.a ou tbc totrl orourt of Drtgrge

,-Esraaoce yllttoE ou b@6 !d etrpltclrt6, lrrcltrallg b18ba! !1sk

uDitertattlgE d Eatre, bavc bcGD ffteGa @c-hudrcilths DaEclnt otr

the dollr. alouut. Ipracs oq thr loE!-rllk h@ Illoglc Dav! brco

@\r tr.o @.-hEdrcathr lrrccot. }2/
lte FEA E et! ltr lltarraDce obuggtlotr @ ilcfrultaa

EqtAaA. 10.r'8, rbea lt r"cqlva! th! plolprty, by ll.i/cBt to tba

LeDitctr la th. f6! otr 2o-yerr lt.aalay Eu8rrotlail lablstuls! bllrlDg

tBtcrcst equlvalcDt to loag-tc!! U.9. bolrili. Daforc Daturlty c/f

debeDtures, recovarlea ca8 bc EEdc by !EA, tha aeoult c,f rAfub 4q'6nits

oE the Douey recclvaA irci! th. 6a1e o! tbc !€rl srtqt!. Iu the ca6c

of Eortgagca on ladtvlAual boo€s, Em !.coverieE la cxcaa! of !f,A

Luye6telBt ar.e Al8trlbutrAt fk6t, to tha Eortgggcc to thc aricBt

treccasory to cove! bls forcclosrEe erl,engei, atrd. lecoollly, thc

reEldual to the EoEtgagqr tho lort h1! IEopclty by forcclolrEc. tro!

lcEtal IEoJ.ct6, aoy rclld,ual aftcr lf,yoeEt of expctrcB of tb€

dortgagee 16 retalEeil by trEA.

19r AEauat Report 1!601 mA, D. 59.
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LD the cara crf lEqtElty lrlEov@Et Loqas, tbr cLar-Es tEtA

aa a lqrccDt o( tbr aggrcgBtc Ee t.?9 tbrougb Dcc.libs! 31, Lfu. 4/

fte clalo8 Ftat havc vqrleat ft.o e hlgh d sltgbt\y ov!! l+ lnrcent

ttr 1938 to 1es3 tbau I trErcaut aurtDa tbc tE€t four ylare. cLBt4

arlslrrg t!@ Aat u].tcil Eod.rElzatLoD 4oit lellerr l@rs are IEylDl€

Llr ca6h pthar tbao ln iicbcBtures. A11 cLBLoa soil oDerett!8 c5rc!!.8

utrdc! thc l,rqr}ty LulEove@lt trEogroD have beeu lslA out ol luc@c.

lhc uac of trm ectaagc l.!E!ra.nce ltl c@DCctloD yttb thc

rabao reBc}al groglaE LB dLgcussltl tD a bter E ctloa of tbta trlrc!,

Tha very LaportaDt IErt plryea by Ff,A t! th! Doltgagq

lel.lug ftcld ovqrEbldor.s othe! etgalflca,ut coDtrlbutl6s nhl,cb lcea

to bc DentLoDea, Ff,A b!,B coltrlbutcd DateriBl\y to lrl)fovcllaat ln

hourlDs Btedarils tbro!€h th. cstsbltshelt of Etntlu! prolerty

lrqu!.reDtr' c!,refE1 €rcbltectnral,m t!r91s, co0rBtlucttoB l[slEc-

tl,oDa, a,!il tba .ltabllsileEt d rcthods of locattoa, Dl.qdlDS rod

establtEhlrg aribatylst@a. td.rrcov.!, Fm aD\613 otr local housll8

uark ts hss baUEif to ev"rt overbutlillDg 1! !trEctftc areaa a,Dil

IElcc raogc8 .

lr. Pubuc Eouslrg AdddstrBtr.oa (fSA)

tlle tb. trm, tha Pdbltc EoE!!r8 Adiltdatlatt@ 1! b.ad.a

l,y a Co@lss1oDer !.bo r.s subJcct to the gerr:!r1 sqErylsloa of thc

Adl!1E18trator of EmA. fb! PEA Dahes Io€aa alla a&nual coutrlbutloas

to sbout 1,]0O local housug Buthollt1.a Ecatterad. acrosE thc

Ef:ffii-Fceo*T95o, EtrA, p. 1o5.
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lDd.t tl gtats6. ltc8e Lroa {0d. coltrlbuttoua l[rovlil. tb! r!,E!

rrt.r.by thr locrl (ard rhd,rlGni"pt) authcitl.es bu .a hourlDB for

t 6lucs otr lot. l!c@. lte EouErlA Act otr 1959 gttlnrlntrs tbt

"tt sball ba tb. tpltey d th. (hlt d Stat a to G,tE .dlquatc

IEovl,aL@ fG lrrgcr fetlios 8oi1 fd faD111e6 c@rtrtllg otr

elitell-y llc!!ol!. " (U.S. Boustlg Act a6 ar! Dited, sec. l.) Ahc

rcrtoualbLl,lty of lqca]' boustDg aulhq.l,ttea E5ua11Jr coyrrr B

EuulclIl,1lty or coutrty, Utluzt!a thc filtits lec.Lved tlco lEA,

tbe6e autbqltr,e! coEtruct bourlag for faet11.6 of 1qr, lac@r.

fhr loca11tic6 lE vbtch pubLlc hou5tug Is butlt lust

aE8lac (1) tax cxalDtl,on, i.blcb ts partlaL].y offset by pqyEcats

la 11.u of taxer, Bot L! arcca6 of 10 tlelccrt d .h.Itar !cnt, .,!d
(2) drDoutfoa of ulrlt tlrlallLDa6 (o! cGt,ul.eory rclrctr, ctc.) 1r

a luobq! aqulvrbet to tho8e aevly coD6tructed,. ?he PUbUc

EoEa&A ddalltlattoE c@tracts to lay the 1ocal authqflti.4
galal aoorrrtta rblcb la:rllt theo to coy€r thc ga? b"ttr!.tl ec@colc

lart (th. ,.Bc@ Ecqs6ary to oDclate aail aDEttz. housloa IEoJcct!)

lJrit tnat tba truata caD aflotd to !ay. tbes. IBy@ats coaatttutq

e sribar.(y rrltbout tlblch lt rorrld. be lq,osstblc to bul.liI ilacsat

LilrlEA $Ertc!8 to! t8!1l1eB c,f ].oir lDc@. I! or{er to kacl, Dubltc

bou.6lqg e! ao atd to faEllles otr 1orr luc@e, alad. to lEevcat lt ft6
c@pcti.ng rltb tllvatcLy bullt bouslng, there Eust !e@!r e splqqd

of 20 !r!c.!t 'tatvclB th. uppe! reatel llElts for ad&16slo[ to thc

nall houatlg 8ad, the LoveEt !eDt6 at tLlch Brlvate eDterprlEc ls

pfovld,lrA ( through ncl, coaatructloD aDd avall-able ext8t1lrg Etructuraa)
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a albltrDttaL tut[,ly d dcceat, Eafa a.!d lr'd.tary housLta. t AD

exceltlott lrtroituccd by tbe SoustDA Ae d lwg r.dEc-ca tH,r gtErai

to 5 pelceut l,! tbe ca8a of celte1i faaLltcE otr illasbkA cE d€ceaBcd

vEtersEs Eod tae11les dlspLaceil by lrublfc\y c,!Ae!ca iieEoutl@ cf

houser oEI,ectal\y farlues of dlBabba q deceaEed, vete!8.Es. The

EoastDg Act of, f961 eu.Dlnate6 tbLs lequr.IeEebt gBp rith leBpect to

elder\y lautLt s aoit alsplqced. faoilie8.

rhe Eouslrg Act of 1959 llDltetl ailElEsiol to ptbuc bouslaA

proJects to faDllles vlth 1ot lBccoc as flxeA by ttr local $ibltc

bouEtng ageucy sod applovcd. by PEA. If a taDl\y lDcoce !lae8 abovc

certab levels, regulatloas ,roytiie that thts faalfy EuBt lravc tha

pnbl1c bguEtug lrroJect slace 1t 19 felt tb&t the nev Lacoe lev.1

'rtll ellble tba f!&11y tg ttlrd houalDg lt caE af,lortt ,.! thc lEtvtte

Darkct, The Eousllg Act of 1951 lerDttB ths telants ?hose l!cct,e.

hEve tLaeD above BLLoIablr }lloltc to c@tLnu. occrtlroBcy drEllg tt

tEllod tbe local Egeacy detembcs tbat th. faDtlJ lE ulBb1c to

fl-Ba alecaEt trElvate houalDs !.Lthla 1t6 fuasctal rea.h. Ed,!vlr,

the fa&l\y ouSt Iley a reDtal reL.trd to ltr LDcc.!e.

Aa a 8tcl, Ln thr trEoceaE, PEA tE authorl,zed to Dakr pre-

Itur.larJr I€o8 to 1oca1 houaLlg auth@lt1c8 to IiLa& 1o? reot

houslng proJectE. Dut tlg coEstructloB, the PEA oay advance 1ult141

fuldt uDttl the aLtuatioa petEl.ts the loca1 houstng autho!:lty to

floet rhort-tera note6. llbeo the lqterest co6te ,.8 tbe pllvate

Eotrey Daket are lov, lrda to flDaace conqtructtoB gre aecureal
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tb.r. by fL.ttlg lhct-trr! !otr!. If !at!! r!!! too fdgb) tlEar

cc,s.lil bG s.d(!d liG ?EA. tlhqa th.. cc[6t |ustlolt tr cotl1at€lt tb.

authGlty thclr rep]!c.! tb! lhort-tclE uotra trlth loog-trm 6
"trErrraDdEtr ftursctrrg.

L@a-ter! frlaoclrg qy tollor tD0, oDr qr a ccablrrrtl@

d tbee cthoits:

l. "Local autlrcrltr.Gr Dlr scl.]. to lEtyatr lDvrltoa!

orttd bood.s Dturlrg ov.r pcrfuaft Dot Lu excct! of lm ycua.

PayEat of l[trfclt ana lEllocllEl oq th!!c boDltr t! laqErO by !

Irledgp of tt aErlll coat!1but1@6 to bc lala by IEA..." 'Etatr

securLtlr fcctnrqs ara cqtraSlr to oblt€fttoEa afrrcctf.y girtsartlgd

by Aed."el oorsrEcoS.n

2. "Local rutbdltlcr cqr b$?or crDlt l tqDd! trct PEA

fe foltoils r{, to !+O yaa,ra rt .r arurl colt a$r1 to tba cort otr

1@g-t€rE @ey tg thr trGilrrrl GovlrqEt...n at tta tl.Er a coatarct

fq e IEoJect I! alE8ovcd.

3, ,,ocr!. eutborlths cy leII to tElvata ta!c8t68 aboat-

terE aote6, gpaelcll+, lrn Dl,g frcE 6 DoEtbs to 1lrqar. fhs!9

t€El,orary aote6 €rc sccureil by a c@ltDoat d PEI to loa.! argreta

guf,ftcicat to cover ltr:lacllEl aod. btcrcst of th. tcDlorg,Iy uotcs rt
thet! EAtu!1ty. fhls a$argrEcnt a$r axtcDil lor r@ tle tllto tbr

pellotl af,ter conatluctloE hAs bectr c@pbtail.

"AU of, the abov. oblr,gstl@s of local autbollttos, ltkc

other ob1!.gatloag of gtata €lld local DUbIlc bod.lrs, arq a:rrrpt froE

eLI Fetlerel llc@e taxea. Iu a,Aatttg!, the obllBattoua gf local



-3r-

Elrth$ttlqB !!s usualJir tax ex€dlrt t! tle autbElttyr B .,r! 8tato. i a!/
Bt tha ctoEe oc I95O .bout f78,1r3 dreufDs Ett. ls 216?0

Lov-rclt Loce]. Ii,lbltq hou8tng IEoJecta E:c Eldrr sctl"! ?tgFqpt.

ADothc! 1151133 itt eUlr.a ulttB elthe! {er.e raale! coDstrqcttolr 6 l!

tbE tns-colratructtgo stage. (Oefeaee, eElgetlcy a.nil 6t!1br !.o[!l

l.ar II pcrtoal atreIli!96, Eo6t of, vblch bav! b€eu ileoousheil, lolil to

local rulhcEltles, oE gtbervlse dlsposed of by the Fetlra].

Covq!!!c!t, glcc totaLeA Eea,ir\r a ol1lloD r&lts, )

5. ulbBn ReaerEI AdllElatratloa (uBA)

[']ta Ulbqa ReBorel Ad!1n16t!at1oo, Llkc the trEA aod. PEA, 16

E c@Iro|l!!t of tb! EBI'A. The 1IRA Ls hcad.d. by a cc@l8aloo.! lrto 1r

st&Jcct to th. g.[ara], d.hectloE ctr the Adsialgtretor of f,EFA.

[lrts AgcBcy 1! rGal,oBalb1c for th! IEogra& of slld c]. lEarcG sJcd

urbaq lcllrBl autborlzqd !t the Eouatlrg Act of I9f9 uDde! rttch
plaord!8 lavaBcc8, 1e,Da, 6,Eil gr6.ttta are oade to ].ocautla8 f@

IEoJect6 to cLcar a,Dil rcileveLop s1r&a ad. to rebabllttat aDA

Itqncve bughteal aacaa.

ltc tAA r,ke8 BtchLlg graat8 fo: rEbelr plr|Etlg by lcglolal
d rtropoutaa bod,lea @ by State sgeucl.es perfq|lllg plrJildD8 vqL
for @aU- c@rr[ltlcs. It also devel-ol,6 tlcbtrtceL cli.tcrle rrlrtsA
to tba UrbeB RcDctral DlograD so aE to a,aaiet the AdhlDr.gtJrato{ !r
ererclEa of c.rtalE otr h.i.B noaA.LegebLe f,IrDcttoa6.

?y-ffirTffiE;F;tE53.
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fh! Eoultla Act of 19b9 rod. lubs.qrrlat rendtoe[ts ruth6-

tzcil tbc EEI ldDlElrtlatc to 8dl,loca @y to Local Dubuc

agencics, 6oD to b. .stabll.hail blr Statc! @ r gttte-rl.lc brtt!,
(E[ 1919) to aDalle tbed to D*e slliyoyr aoA lrr,a. !c,! t].
.cqulsLtlon of blt8htca, dGtallorated q ilctclr.olatb8 arraBi thr

cleqEsucc, prqFrit!.oE, ald.aIc oE Laa6 of auch fr,DA (gcl.rsUv

fo! pllvlta rciLvcfqfoelrt ); aDa to lEetrlr. brold lrror f@ clarylEa

out UrbaD ReDesaL la stagas for a pcrloil not cxcecitlug t u yatrt.

This l-egl.Elatlorl provld.cr allo fo! treilrel caDltal graats of rot

!or. tbao bro-thlril6 ?il ot lW aage8Ete lat lroJcct co.t! ot

ttre IEoJcctE b a c@rar.ty, l.e . , iieficttr lDcrarail ,.tr casr1lg

out 1ocal !!Io clea.raEcq a8a UlDar ner!.rrBl lE:oJccta' tha brlrBca

of th. nct IEoJsct colts sust bc Eet by th! locauty, eithc! lE

casb or la tbe folE oE EoB-cr6b Erants-1a-eLil, ruch as Ir!I!,
publtc feclIltlcs, etc., accapt ble uDite! tb. Act. It EoultD8

Act of 1957 lntroduc.il an altclEatlve ba8la lq crlcul,atlDg

federal cgDltal g.a,BtE. A Local ptrbuc agency Dly elrct cltbrr

the tvo-tbllil grlllt folEulr or oa! l! $tlcb lt gct! a 8o-callGil

tbec-foEths Ara,lt but rhllet! lt Eurt Dat aIL ctlrlr.ra fd
p]!.E!tu9, gurveys, 1egal 6e!v1ccr, a,!il .ddlr.ltaatlvc corta.

llhe outcoDe 18 felt to be about the Bare llr elthe! case. AII

aa?srcea anl[ 10€,!16 (but not the capltal 6ta,Et8) sre repavablq

rlth tateraat at not bga tba! tbe eppLtcabl,e Soba Feiielal rate.

??/fbree-foulths for ou!1c1!e1r.tlc6.tr 501000 q 1es6 or for
oconoolcalLy dltstlessetl qreEB of 1t0,0OO or 1r!s. /Eoustrg Act o!
1951, scc. :or, (a) (a)J
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fo bG altalbb lq tb.!c brD.tlt!, . locdr,6r Dtt ab.tt

E@g othar tbtlgr tbrt lt ha! rtrt 16 cceo\Y crl&a a illoEbbl.

Eogrr!.' A t cEkabk lrogrsa Eult rsorE. tbrt tb. localtty df,1

coDlt lt!.lt to tb. rttqt@Bt o,t thc foufitEg e.scutL1

obJrctl."e!i

"1. Aiteq!.t" locel. coa.B lrrd ciltlroca8, eflactlvrly
@fqcca.

A c@prabsrslve purr foE &rvrlqlDelt ot th!
c@uB1ty.

3. An!ly61. oC bugbtcd uriglibcahooaB to iirtsdDa
trcat&ltt lccit at ,

l. .Aieqratr ldllut8trattyr qrgralratlc,E to clrflr
out !Eba! raEer.Bl lEoglaDa.

5. fb lty to Eet ttEacr.ql rrqd.!@Dt..

5. BrBl,on8tbltlty fq lrhousllg rdrqqtcly L[lLicr
diaplsceil by rabao lclrcral loil othar govlrleBt J
.ctlrltlsa.

?, cr.ttz.n FrttclFtloo. " 3tr/

&! Eousbg Act of lg6L eutborlzeit tb€ lrBA to D.L. clDltsl
gnotr of lot to erce.il I bl.1116 iloUrr8. !t. IIRA aLo b! auttort -

lrtlon to rL lo..u! aoll ad,va,[ce6 foor vtteh 1t Ey bcrlov t]cr tta
IlcqsrEr. A! otr selltslib.r 1961, r tot4l otr 8@ !,ror.ct. lD 635

cocutdtLB rhtch rord.d, llvolyc cl.e!@.rce otr u,EJr thoualDit! dl !1uD

cy!11tug6, h!d, b.!D alrrEoved foE plrDEllg o! e:ccutLq. !!/ unr ur
b6cD qutb.Btulil to aoil gDerete6 e Inogr.[ d D]r,ltrlng Brlot. to rabart

trlaa fG llod trae surveya, re!fiql pl,.Br, €cor@lc stuilles q oths!

It 1e Efltr4, novcDbc! 1917.

2

Eoustt g Stati.sttc!, EEFA, troruiber 1961, I,p. 80-81.
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,lrDDlrE rork. e!!llt! lay uot qxcaad t?o-tblrtL q, 1B E tlr catai,

7, Ibrccnt of th. .lttuataa co€t of tha Dla,E!t!a. Eh. lutoat !! to

eBcoulage co0qEahelaLve plr!Dh8.

the Ectgage lnauraDce rolr o( th. trcArsa1 Egustug Ad!1!t6-

tlatl@ bas beeE d[Irllfleil by tbe U.g. CoDglcoa to DelDlt ula oC ltg

aelvlces lrt LstEoylDg Aaqrlcao cltle!. fhe EoustDg Act ot l9rlt

authorlzeil tbr FcileraL Eouatag AdDlrlltretLoa to lllrrr€ DqtgEgrs by

IElvate l€na!.rB ,o! rohablutatloa d !€v coEstructl@ otr bcocr lE

"rEbea leDet,!.l arees. " Tbl,B ls to lEr[tt Daccaaary lclrtr d tutld-

lngr tbat are eortb latetDlrrg !!d to a6s1!t b lll2llrcug tha lav
gtluctrEes. trEA te!D6 tor Ddtgrge6 u t r the EDcciaI 8cct1@ 220

lrlbaa Releeal horratlg grosraE ara Dora llbcrrl t! Eaqr rcrlact!

thaa ulatlr othcr regul,a! fEA tEogra,Dr. Ar tbe &ary Urb!,D BcDrvtl

IrloSrqoE of lE!!.ca,a cl,tl,ca grogrega, tbl! DortSr8e ttlaDctDg

trEogrsD t.ll,L Lrcrassc ln lldlprtracc. Thc EousbA Act of 195L

a@d.d, this feetlre cC the Ist!.oDal Eouatlg Act, a6 Fer-lourly

@Lti@ed, by lErovlittDa L!6rEaoce ot LoaDa l,acludtDg allva$ce3

durlEg ccogtluctloa tqr uac ta hool€ lrlrlovarcat, Thc co6t of ll!-

IEoveDcut DaIr aot o(c.ed $I0,OOO pc! fa!!l].y uatt aait thr rete ot

lnterest Ery [ot 6xcqod, 6 DarceDt. Lo!,tra !a,}, ba for sot lors th!|r

20 ycars or tbree-fqurtbg of th! rcnatrLlg eco!@tc lltc gf tba

atructrEc, vbLcbcter ,.s thc lesaer palLoal (220 (b)). Eoth oaq-

faDllir aJd nuJ'tlfarltly Etructules 6re cIlglblc. Bha loa,D l,lu!
outgt.aahg d.ebt telated to th! property cslrnot axcecd LtElts

tDposed otr othe! Eortg6gea !r6ur.A r&dar gcctlo! 220.
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-A1ro, dlt &ctl@ 221, thc fEA !., i.lrtE rctt €rr
yltl EtualiLa ut, to tcty yr8a f@ Ior-colt IElvtt! DoIltlg

for leEt alca lcE aalc to tlltLlcE dlaDLcod a5 B rclult ot

gpvcr@tal acttoa trt . c!@r!lty t ttcb b.6 e vet$L IEoBra

tq the elrlt-Dattoo a,!a IE.v.!t1@ oC aluls ..Eit b11gbt, @ t!

a co@ualtlr vhlra there la behg cs,rrt.il out a 61la charsJocq !!d

urblo rcilcvc].olrat I,roJcct r&it r the calgtual lttlr I o! tha

EoultDA Act of 19L9. Bllglbla aU4rtrcra farrlte. lDc].nitc tho!.

tthg atc lequued to Dove bacanrae of, a,eJr EovcrEattal actr.@, auBb

a! lroil a.qul'rltlon by . DOIlC bo6r, cLlila o! vt rtlrA d

ihGXtllSp by D611c otrtlctrk, o! tb. e1rlctt@ otr falllles fi(E

Dnbuc houlflrg brcau€o o! blgh trc@. Ihde! tbe gcctL@ 221

IEogta !@tgBge! lay covcr ry d rchlblLlt teit botr!t!9.

5. c@lalty Faci1ltlq3 AddtElltlatloB (6a)

?he C@ual,ty factlttlqe Adallrlltl:otlon, laoth€r co[-

.tLtrst otr the EEFA, t. h.ldrat by a Co16s1@.r liho 1,6 EribJrct

to ih. SsEglal dlrectl@ otr tbe Addntutsltd otr EEA, 11r.

IEtnctlal fuDcttoBs of qtrA lrcr
(a) to carrry out t8ograls cf frngrct ]. asstst ncc

to c@attl.s fq (1) thc I,laDDfq, lDaf

(2) corstrustloa of e6acatlal publtc f,aclutter

aod 1rr.6te^L1it1@r (?atG! aoit leGr facllltles,
loaaE, etc. )

(t) to carry out a tr)fograD ot loe,Ds to blghe! lel/el

cAucattooEl Llstttutt@6 f@ stuil,eat {rat faculty
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houllry, .,!n to $Sllc c roB-IEoftt ho.Dltrfr

tc houltEa fo! Er[!.r t! t!a!.aL8 tDil lrltallr.
(c) to tnovldc 1o6a! to aoo-I,roflt erga,Elzatlom for

bullii,.lg rcEtaI houltlg f6 th. qLatlfly otr 62 @

Dole ycar6 otr aga lato r.re :.4 tbc

llcola blacket. Rcut schrd.uL6 Duat bc aIE roved.

by thr C@l.salooc!.

Iq lilitlttoa, Lt las cotstu a..8q"!at lDit Llquliatlo6

flrrctloB! aEiI lrlovlarg ccrtalB lta,f;f 6utrI,6t to other U.8.

age!cr.a!, Irrtlculbr\y techlcal aIrlEoval of cilucatr.@8l bullaulAg

Itlrlccit vlth FcilcrEl laal.gtanc. ,

the colLge bgualaS l,lograe Eutborlzcil ut1d.e! Tltlc w of

th. foull.la Act otr 19rO as alalilA lEoelii.a loasa to colLgca arril

ualvlfrttles fc aq81t€a1es 8&il taD,.ly alrlBlllEgs foa stud.Ets ad

faculty. tbe Dlogta& l,rlcludes "other et1ucetr.oDAL t8c11lt1ea" aucb at

iffifDt hdfs, atuAcot ur .@a, aDd bulldlllgs fq shdeat h.alth

a.!lLcc!. It alsg lEcluacc houllng fq stuil,aat aursee a,!al 1tttoras 1r

bo.Dltal6 not operatcd for l[oftt. The AdllDl6tratol 16 autbollz€ll

to borrov f!@ tbe lYee6ury to ttDalcc th18 IEoSlaD. Locoa to

cilucatloDrl t!.t1tutl.oDr EIr [ot crceeil 50 :l!Gr. rlrit arc Dilc at

1or lnt6!a6t rates .

fb. CFA Dalas loa,na to State6, Erltlcttrsl-tt1es lDal other

pouttcal rubdtrrtllols of Statcs to fluarlce tbe coostructl@ of aII

typs of Dublte vorka fron a revolvbg flrrld. R.clpLeEt! IEy tatcre6t

ratrs rrtLch are ba€cd otr lateB lD tb. fo|tg-tcr.D EoDey Dark t. CFA

rccelvcr lta firlA8 f!@ tbe U.S. TleaaEy.



LI

A raL.t it rr!!@alDtllE d CFA L to u,b ritErcas to St tc

loll ].ocrJ. AqnE@ta tcB DlrEEtlg a latarv! d InDllc Eb. fLa

tstrot otr c@Grers !r grrrtha thtE a{thc/rlt}r trr! bsla to Elntata

Et all tLe! a clrxreEt lDi adrquate reselve of D!r,r.A IE&IIC vorlt

tahlch cour.d. be Dut uoil€r cqatructi.ou rh.uevet the ccotr. .c altE tl.@

DJ..s such .ctt@ ilraltole arrt to belp ettaL! laxllra ec@aqr t!

the plaootua rlil cdatrrrltl@ d lnOllc ylalr. ltc plrDEl.lg 8i1v6,Dc.8

lIr E!d! @\y lt tha aullclF11ty cc local .€racy ha6 adaEqrte legal

autb@ltJr to ,!r.u, llDr.Ece, colatruct s,ad. opalatc th! Iocal publtc

rrcEks. A r6volrd!8 ttEa br! bcclr authElzed to ttlrlce th.Be

!dv!,[ces. fh. rdvuce cd fi&il! itoes Dot bGcG dua !d teflyab]!

urti.! rqk c@teolilataA !r the frflss ts lrqt rrldrr c@ttaEcti.6. Iha

EourlDa Act otr 196I rutbdiec! CFA to tEovtile tccblcrl seavtcea to

cffirti.! t! btrtl8GttlA, tl!a&cttr8, Bllllrlag, roil c@EtruettDg

colanlutty f!.111t1,c8,

?, fed.faf llrtl9q[ llqrtgagc AssocL&tl@ (rNMA)

The Fea!6re1 Ittto|tE] l.{crtgsge A56ocbt1@, gttc! rcferlea tg

!8 'llEte Uay,'Ila ercatd ea a cc[trorate ttlltat@trt&Ltw otr the

thlteat Stat r @ FcEtrar? 1O, L938 InE8rrat to !ttL IlI otr th.

Iutl@81 EgustDg Act, ar @!ded,. tts l-Etttal .DJcctiyE ras to

I,rovide eec@da.:ry Drkst rssLst ,ace by tb. pracbarc ol bc.!c aortgager

tEaured by the PeAelal, EourtDS Addbl8tlatlon (FEA-tnitEcd Eortgpac6).

gubBequEDt\y the ArsocLatlq'E actlrttLeE rere c&Eoiled to tnclude tlrc

Irurcbas. otr h@ Etglg.r gtEr!,ateeA by th6 Vatr!!o! Aild,rrl.sttetl@

( VA-ArErarteed. DoltgEerr ) .
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Ir U5O, th. Ftrl{A rrc tr.,rde'r.it tp tba Eelrla8 Ed Ea
ft[rc. l!!!ct (E ). Ihar! tb. Eolsllra &t cf 1911, tbs rs.ocL-

tr.G Es rgctrrtrEcA a! I codatlt@at s! mA, The c|ktEr cblDgra

$E! Da! trlth tbc cIIE.ls prapore ot aatsb1t6hUS ls tha Fedrlil

G,ov.r@at r 8€c@d!tJr rrk t fEcfllty tqr b@ lortgEgrs to bc

fr,lrrccal raltn trri.vBtc clpital to the Extlnrd €rtotrt fG.!lb1e .

InlA tr .utl6&ca accdilLlgly to cri:t7 out th. follsyllg

tb!c. EJof olErattoor:

(I) 'sec@Aary l&rk t otrlelqttcosr" tha obJectlB oC itlch
tr to tBodac r d,rg:rec of u$rliuty r.lth rollrcct to

.u.h @tgag.r r,Dd eLso to l!trEor! the dlrtllbutl,@

d udtgt8B Uvcstoeut !ooo.y;

(2) "sf'.cf.l Aastrtruce rlDctlolr, " th. obJ.ctlv. of rrllch

l! to lEovld. ftlsDclsl arsl.stancc, t bea raa to tba

c*.Dt thc P!.sLiiErt of tba Udt d Statc! q tb.

C@8I:el' BhaU ilateB1rr! tbat such laal6taocc la ,.8

th. trduc, Utcrcrt (e) dtb r.alpct to !.lccted tylEs

df Fm-l.lsur€il arl VA-gxraralt cit b@ @tal8ss, a|!it

(b) yltb rcslrGct to h@ Eort&agq! BcDc!.qy to ret ril
r aiecu!. ,.r b@ blrfldbg qctlvitleo Etcrlrlly
af,tectbg th! ltabl1lty gf th. D3tlouBl ecoa.qr;

(3) "IeDag@ut aDn Ltqul'ilattug fi&ctlo|r!, " tb. oDJecttv"

otr vhlch ls to EBDaSe aJra l1quldatc Lrl a,E ciiel1y

EEe! tb. Do!t8!ae I,ortfouo In! cbaa.il, q to b
acqutrcil by th! Aasocr.atloE uaacf, coatlacts cntcr€d.

lato, IEtd tg troYenber I, 1951r '
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Ite trNm 1! mn by e Board of Dilsctors. tts Houging and

Hq[s flnance AM-nlstrator ls chELmen of tha Boerd 6nd appolnts

the other f,our neribels. Th€ HgFA A&llnistrator elso appolnts the

president and yice-president of tr1II,14, th€ princlpal executlve

olficers. !N}{A ls fully sele-suppoltLng. It payr a]] sdmLnlstra-

tiv€ o.penaeg flon its earrrlngs, payg dlvid€ndr to the U. S.

X}€asury, end do€s noi recelvo elpropd.atcd fund8.

U!rd€! th6 INUI Secondar5r ]'la!kot operatlons lEA-lnsured o!

vA-guEranieed noltgag€s are pu.rchar€d froll lnv6stolg or lendGrs

holdlng such nortgaggE orr nsv and !,dEtlllg houstng snd rtshlng to

seII theh. INIIA 1'111 nomally not e.rter th€ ,rarket to buy these

,nortgagos lrn1€ss thers 1B a need to str€Egthcn th€ lrarkot or to

provido additional funds. Since th. avellablllty of funds nI1I val.]r

in different reglons at lhe sene tine, Ft{l{A nqr be buyl.ng nortSagos

in on€ rGglon and slmrltanooucl,la bo o9l11ag lprtgagcs ln another

r€gion. the AssocLatLon 1s requlred to set ltE prices, eic., so

that exceEglre use of the Asaoc etionts faciu.tleg rtll be avolded.

In oth€r rords, tr'NIIA is not to supplant prlvate geeonder'I. narket

oporations, b!.t to suppld€nt. n:n& to conduct thi8 p.ogran co&o

f,ron the U. S. ?reasurSr, fronr sal€s of colllnon stock issued to

Ienders and oth6r LEstltqtlons that selI dortgageg to IiIMA under

this progran, fron bonds sold in the oiei narket ald f,ron earntngs. 3/

257 Tbe counterpert of tr'ederal finrdg used by INMA in itE secondary
ffirket operationi is preferred stock of tho Assoclation h61d b5r the
U. S. Ireasuly. As eamings and llqu.ldailon pendt, the prefgrr€d
stock is to be ietired. lihen aII prof,erred stgck i6 r€tlred, the
aasets and liabilittes of trNI{A that are pertinent to thls ftuctLon
End th€ f\rnction itself, ar. to be tranrfeEed to prlvate orngrshlp,
cootrol and nanagem€nt.
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Ufldgr the Spoclal Assistence trtnction !'!{MA enters the

mortgag€ llark€t to buy trHA-insured, VA-guarant€ed lrortgages

(a) in order to eas€ hoitgage market noney condltloEs, maklng

mortgage honey nole ieadily available, or (u) to a8si€t ln eetab-

lishing a market for nortgages on certain housing programs. I\rnds

are obtaia€d by borr'ol,-ing fron the Trea6ury. F€eE ale charged by

trl,ll{A 1B corulection }r'ith such purchases 9o that these operatlons

rill b€ E€If-supportlng. Mortgages so obtained ar€ subEequenthr

avai.lable for sale to private inv€stors,

?h€ Managenent and ]"iquidatlng tr1mctlons of th6 Associa-

tj-on pertaln to the nortgages held in the portfolio of the

AsaoclatioE aa of t"\e close of october 3L, 195\, and to mortgages

that nry bo acquired pursuant to connmitm€nts €nt€red into prlor

to Novenbe! 1, 1951r. The nortgages so held, o. thereejter

acquitEd, consisting prinarlly of lllA-lnsured and VA-guaranteed

nortgages, we.€ financed by funds diiectly fro:n lhe SecietaJy of

the Treasury, the l95lr legislation stipulates that the Associa-

tion shall refLnance such borrotring and lepay the Secretary of the

Trea€ury as rapj.dly a5 possiblo, to the maxl un oxt€nt feasible,

though the issuance of its obligatione to plivate investors.

INMA is in process of carrying oui this legislatlve handate.

B. !'ederal Hone Loan Beik Board

The Federal Hone toan Bank Board, a policy-meking body

of three offlcials appoiEted by the President }Ias establidhed in

1932. It hss the folloring respoEslbilities :
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(r) 1t estabu8h.s tpttqy f@ !d rc8rl,atcs tbe

olEratl.@ crt tha EoE L€rt Bsat ffi€c,
(b) lt lrodacr tor tbc @Bloj.zatLoE aoit regulatlon

cf fedllal SavlEga aud. Loart AssoclettoDs, aud

(c) 1t e6teu-1!be6 I,ollcy tor aJrd. regu1atec th.

operatloEE of tb! treit !&1 SeylDaE gJ.d Loa[

Iiaraance CorporatlgE.

fhc E@e Id,! BeD& Systcu 18 @AG qlr (,f cLvqlr baD!8

ohcd aE of Deccober 31, 1951 by Eor. tbe! b,8oo E 
'!be! 

tbtft qaa

b@a flDauclla tn6tltuttoa6, laracly seylDgs a,nil loaa aasoclatl@s.

tha @ber lDatitutlour D,Jr obt!,i.!, aaiuttoEal freik , a5 a..itrad.,

fr@ the EoE Loa,t! B€.8k8 ualag b@ lortga8as aa co[atcral. !h!

bloks 1! turtr obtaia fuEdB tr!@ thc caplt&! Dgrket by 89.1c of

coErolldated alebeEtute6. Thrac ilebe[tures ar. Eot guarg.Dteca !r

a,!y $ay by the oover@etrt. Eoyever, tbcy !ep!.6eBt q,E exceIl,.ltt

foro of iaveatEeat ard. are bought frcely by e@!ciel- ba!.ks

ard otb.r ,.!veator!. fhay eai-o.ly are LEsrEiI fcE! latctEAlats

IErtods of tLE, q8uat\y for Dot Dole tb8Ji t clv. Dontha. f'hc

Eoc Loan Batik SyBtcD, lE brlat, Ls e IlrEaeat Blrgt.E of

!er.!ve brok6 for tlrtlt ll8tltutlotr! elgBgea h loEg-terE hoe

EqtEBg. fLnsoctua. It perfcE. fo! LtE EeElers E@e of tbc bralc

9erv1ce6 tbat thc Fed.e!o1 Bqgcrvo SyEteE tr)erfolB6 for co@elclal

barr.ka a'Llch are eagBgeA lrrgely b grovtAtug Bbort-tcrE cled,lts

to haustry, ag:lcufturc a,ai[ co@c!ca.
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grvhga u.d loor araoclrtlaoi arc tba core oC tba Ec

Loau Baok Sylt o. l.i.ry hr&il$ih otr as.oclrtlol! .re loc.tcil lE

cl.tila alal torD! aqro8r ttc countly. Th.y lay bc ehaltcrcd cltba!

by tb. fca!.rd o! Stet. gg"cE@t6. F.ii.rsll, cbtrtered .€aoct -

tl.o!!a are t.qutrd to bc Ectrbcrs of thc Ec@e Los,E EaDt syltcE ' 6tate

chartlled tEltLtutloq6 sra a1181ble lf they De.t certala ataadard...

loEt ssvlDgs aDal loqa alaoclatl,oa9, ai.i! tho EaJgrtty otr thr @be!6

otr the E@ Ipa[ B!D] sJr8tro, lrc gtatc cboatcrqd.

Erlrrg E rtu.l La8tltutlq!, thc cutt. capttal af,Gii.ral

saylDa! lod loro aE6ociatloD, 1s ot,ltcA ty tLqU Ec6bcrr. Eoldcrr

of savllgs accorDt8 I,0!64!! "otes 
lelrt€,al to tte arcuat of tbglr

sal,Llgs Glcctlt tb.t !o EGdbet Blr blye lraa tbrrt 50 vot!8. Eacb

boEqrcr allo lro a stEgl. vgta. th. fuDd! ot lqtlra] BrvlDg! r,!i

1c8a a!!oclrtl@6 arc ].g€,!cd, DrtucltrEl\y 1! tb€ tolE of furt

DortErS.! oa h@a locsteA rltbr! 50 dL8 otr tha araocLatloara

hc dtlc!.
Ac ot Scpteabcr 30, I95I, savlsgs aDd, Io.,u aggoclrtloBE

held Dorc tlalr 51 btu,loB of a total of ov.r $150 bluiloD of qut-

sta,labg Ocbt8 saculea by !6tgag.6 @ I-to+ t&qy t @-fsr!

h@8. llhlr. Ig8ua useal to bcar lr! to 6 pelccrlt t!te!c.t but

reccEtly thr late har lncrcasad r@etrbat trlth cqeLsslollE a@e-

t1@. adilaa aa !o extla coat to the bouotGr. They aae {aually

o@rttzeil ova! l2 to 20 !Gar8. GeDeral"\y lDdtvtilu&l looas leuat

to about teo-tbLrit8 otr thc vaJ.u. otr tb. IEopetty.
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9 V.t r.Dr llhtd.t tl6 (vA)

Id.r llglfrtf@ d tb. U.8. eogr.ra laa.cat :,! 191*

loil lLncc aaaiba, thc Vet€r.r! MDlrlrtlatlor caarlca out a

.l{Iltlcrlt role 1l1 hclpba olulo!! of tor! r lcrvlcc 4a .ril
y.ca to acqE r. bousug. Thla lcglslrtlon authdlres tb. VA

to aularotc. 1oeu! tor e1ta1bL !!trr.D8 to lEldt th.6 to, blrlr

bEslrlcatrr, aqqtFrlt, b@s, !tc. Ill placttcr yctqr.o! brv!

u!.it tb16 br@llt i'cry lrra.\y to bW b@es. I! c@ualtlcr

dcaa Flvrtr fiDA! lcq lot !"rtlbL, tb. vA 13 coDo5Elcil to

Elr iu.rGct lo€Jts, tb outrt Dattg babnce of, t tlcb totalril or!!

a q!.rt!! btlttoB alourr! .t thc Gsd, cf 1950. At tblt ttur YA

gErlotcGd rtgrgaa rclEcscctllg 20 lrf,caat of d.l ilcbt @ @-
to-fous-rarqr hoE!G!.

Urillr tb. g[!,!!,!ty, lcd!.rr !a. IEotactsil agEtlrt loaa

by tbr VGtclar! ldrrltstratto! qr to a ErtuE of fir5oo @ 50

IErcGDt otr th. l-a! erEt, rt,.cLgvq! ta thq lcrta!. Laas reillE

thl! !Eogr.! By Drlr tut tlst ntas (ar ctr tb. il!t! otr rlttttlg)
lot 18 q*c€ss ot \-3/\ l,crca+$ht .honu bc lotra that thcr.

.rs algdtlcaat rlLflGaerces bct!.!aa thc YA lxragla lon tD. IEA

lEoSra[, rrlr.br:

36l Ar aq eltcrlatty. to g!.ralty of looae, gualtftod 1cDd.!rr Day
b.v. 1oaq! ,.E6urcil,, r,hcrcby thc Laiicr locelydl l c!.dit fot bl!
lDslraoce accouat of 1, IErccDt of th. lniltrt&8l loao arouot.
LlaLlo lf. traurca tc losaea @ ruch loaDs q) to tb. aA8lagatc
or*rtad!.EA arcrDt oC 1n6!Earc. cldlt iteElycil ttco aIL LrllE.il,
lel! !.d.. 1tL8 rltlEattv! t! 1l.tt1e u8.i1.
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(.) D. YA IroErE la lc r sD.cLl SloEl off (s-revlcc
fpElrlr); tha ffA Itrogru t! fc tb! fprrrf pqnfrtfco,

(b) Ibc vA llro8r!! r!!r@E a 1t$!Ltty 6 thc IErt otr tb.
govellDeBt !,DA aor3 uot cbrrgp thoar bcDafltciti thc
Fm errrEl,tlo of rlsk a.EiI ll.Stll,ty 1, ltr cac]aage
for prcalu6! trlil by th! boEor.Er uEdlr !,[ .ctuattlal\y
ba6eil l!!ur!,Dcc achaoe, aDil

(c) It t! clrctcit tb.t tbe VA tEoAr!|! trlt. ooa day lE s!,
baylag 6cvaA 1t8 rtEclCL pr1rcae, anil Ir!! out otr
cd.rtcDcaj th. ,EA lEogra Ls l,GrlaltlDt anit f@ tn
,Idetlltt frtur..

10. tr o Eoulllg

D.acrlptloq to thlr poLnt b.s cooflEcil 1t8c1l rlEost vLoqy

to urba! housbg. A lqx vq!A! .rq tbus ID oraar oa fi,r:E bou!t!8.

Dy aira ]!rgq AErlcaa LJrr f€du.e! 1tw b AtrlUr.trgr loc.trd

@ tbir lrrlal rd. rot ,.D vlurgca q! clustcaait trl! c@udttc!. Ar

a lcrutt, tEltle rrrbar her, fED b@r ar. uar-I\y c@lldclail ![
f.trlGl.rlb1c t[rt ol a tEoauclrrg aEt rlELac. Ibr 1rlt8 d tlc ].aat

DoltloE qt .u rr}co, .lDglc-t!D1\y hou|c tr rougbly @r-!txth o! tb
totrl valq.. I! thr calc s! fafas, boreve!, tb. l!!d ls ulrat\y 6uch

Eortc '\,rlr$le tba,a tha h@, Ia th. coEsr.d.lstloa gl fa. r, tb!

.Elrb!1s--crif bdc.f,fy ro--la @ tb. IEoalucl.Dg astact, tbe l.aDil c,!it

rGrlca buLLdtnt., !rt[.r thili 6 tb. h@. trlr ld:tgrgE! cot s.-

EuaDtIV hav! as tL.rr IElDcllEt DrEllose the lEovlBloa of qIlGlatlla

crDltd o! f,r! il6 tor thr Durcba6c of equu@Dt q: i.ulrror@cDt qf

th. IEoductlve Gtrtcr[ri,tr. fh!!. h.va, horevc!, lcca aavrllI

IEogI!46, Intvrte slt0 Inlbuc, tbtt baec bcaa Durlueil to LulEoye thc

}1r1!g c@itltlolrs o! ADllclo faxs. Tbr F!.r@r! Ecoc Airddetr'st1@

otr th. D.Fr@t otr Aglr.culturc ..,bcr illrect loaor f@ tbe
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prlclraae, ealargcoeut and. fuprovcocrt, d.evalotrEelt atd. refLEaEetng

of f,arids, adl guaraotcrs 1oeD6 Eade by prtvate LaDderB for th! seue

pufl,osa. fhl'a la a source of eredlt thst 16 reBtriateA to leopfe

vho caarot obtain creiH.t fr@ other 6o1.eees. A conaldereble volree

of farD houslng Ls bu1lt or LEl,roved und.er thiB progrera, fhc

Eoustlg Act of 19119 el8o auth.or,lzed the F€rer6 Botre AduLrilBtrattoa

to Ea.ke coEtll.butloaa ead grqlta f,or tbe coaatruetl.oB &na lrptrove-

Bent of$rD houafug a.nd other Btructrees" lhLs provlsLoo 1E l1tt]-e

uaea.

trhe RrEel gLectllflcatLou Ad[trdEitrBtLon, 6]-Eo of tbe

DepartneDt ctr AglLcu:Lture, tra6 been iil6trreeata,I Lu lE:oviAtug e16c-

tll.ficatloa fo! Arrcr1ca4 f&lr bode6 througb B eystem of, loarlB to

ru!a1 electr1f,lcatlou coolera,tlvea. Not' nea,"ly all fafllB have

electrLc Eer\/lce" Ehl! AdnLrdstr&tloa afBo @kea 1o4,tr6 to cooper_

ative aasoelatlooE fo! the e1.teB6lo!r of, lur4l telephoae Eervlce"

Oae of the eo6t LEgortaDt re41 eatate crealt Bol]lces for

far&erB 16 tbe !,e&e!al !,&uil B&rk sy6te!0, lfhlch LE reg!,LateA by the

Fanr! Cred.it Ad$Lbl6tf,etlou, &B Lndepeaaent PeAelaJ- eovereDeBt

agetrcy. fh16 dFdter! ls &Delogous Lu &6,!Jr resPectg to the feleral-

Eoee Loa,a BaBk El.stenl $.tLctr ha,6 baen prel.louabr AlBcj.BBeaL" The

Fed.elal ladd BeDk BysteE l,ao?14e6 creALt fo! Seoer&l agrleuftufa].

trErposee. .A1thouSh Bt@tIEtleB oll tbj.a &te Eot eool:"uElve, there

af,e Lrx4lcatlo[g that a cosBltlcreble vol"l.,oe of fg,& hou6lDg lE

f,tls,bced. through thia clanEel,. fhe ByEtqE lE coml,1etel"y l&3!ev

or&ed.
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Scrvlc@E rio lt! fa,ru!! tavr loar gBrtry IEtdLaBa!,

tor f!r! hoostia oE aartcultllaI trirtrlorq!, l&drr tbe IEortlla! ot

thr garytcc@D's leadJustEut Act otr 194ttr es aE[d!a.

tr. CoDcluBl@d

Ihe lEportauce of, the rolc of thc u,8. covereetrt la bguatD€

tE raqueotloued, yct th. !o1o haE cout.tcat\y re4ald.aB ,nd.tect

oor. Eousbg tbEt t6 ovaliI or sutrllri.aA by tbe Pr&Uc Eou8r.!g

Ai!1L1!t!atl,o!1 Ia @\r about oDe pclc.at of all r@-tara houslDg. By

Inovliltla LnaEaDce ana thus Laarnilg rt8t, by DaklDE Lo.n turAs

rvall'tbl!, ad. by g!!ut. tha U.S. taitaral Gove@at b€ elcotElgcA

qoit laBlatril lElyate eEterlElse rld Local co@rD1tie6 to brxllil ruil

LalEov! houll.rg q,Dd thetr c@ual,tlc.. Ihrsc ar.ils uaquastt@rbly gfvq

tLr trcacrsl ogveflreat ccoaiilsrrbla llfluarcc, 0n the other h!,Ed.,

1l LrqptDg rlth tho tratlolal EguslDg PoUcy carlttclat a h th! Eou!1,!g

Act of I9l+9, tbelc has beeB Bo etfdt to A61r1ate or coatfol. Tbc

ylcy ol tha Etlor.l AaoocLetl@ of Ec BulLil,ers, tbe atcelorat tlEdr

ar'oclatr.@ tt th. hce cgDatructlco lb!.a, 1g os follorF: 'Tbc

Irdt a Atate! cor,er@6t bB6 trEovlieil !$r[uabte alil and, e[couragcEaot

to th! 8lotrth otr h@ orEet6htp th|ou8! lts ldtgEge lnsntr.Dc! anil

loqa gu!,Iaot c I,rogra&6, but thr Job otr hou6lrS lEertca,lr bas

rcElnrd, c fiructloE of lEl,yatc catsrIrrlla.' ey

EgullDg ALoa,trac 195?, fatl@al A5roclgtl,o[ of Ecae Buuit ra.
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Bacrurc tLa Cqru.cEt doq! Dot qutsol hotrt!6 c@dauc-

tlG, lt iloaa aot cotao0, tL. rUe.ttc d r.rotlrc.a allotac Dt

tElnlt! clttlrlE-l6o to tbr c@Btructlo .rf bo(r!t!g. BttLL6.a! ![il
bws. lagp\y rb.r. tbe !.fl@lb{Ltt, l@ htr tb !.arru!!ra oC

th! ac@ry r.rc u6cd. If houllEg 1a Dot bldlt ,rt thr rrloulta, t!
Irhc a8e!s, l.a th. rert ldl lrlce cLalas, roll acccilllg to th!

ch!,!lct rl8tlcs drtfra by thc rantcla aad, bl.l!r!, r Elgtaks hrl

b.rtr rr.. Elcc! adl coat! ra! beuful gdifr8 tE tbr trEocaa! btrt

scoatlDs tbly glvc th6 ?roog llgDau G rqact too Ltr. CoDitt-

t1@a nv cllDgc brtc@ Iil.Efag .oat fr.aflhl,g c@!tr[rtl!c.

It foUoY3 that a cta.t[ alrdu4tlo! of th! tllrkqt lr ilrElrab]r

at .1I tLD.. EoE!1!8 l.rlrt lEly8l! ls tb r$Jcet otr .Eotlr
IrIl.! rvar,LbL L! th! odtca of lrtqnattorl Eollrlrg, Ef,!,.,





Sectlon 3J.4 of the Houslng Act of 1954 reade ss folloirs:

the llousing and EoEe PiDadce Addinistrator is authorlzed
to Eake 8rant6, subJect to such te!-as and conditi.ons as ha
sha1l prescribe, to publlc bodle3, lncludiDg clties alrd
other pol1tical subdlvlslons, to acslst them 1n dovoloplng,
toetlng, eDd reportlng Eethod3 and t€chnLques, and calnring
out derronstratLons and other acti.vlti-.s for the pleventlon
end the eliminatlon of rlr,![s and urban blight. No such glaDt
shaLl exceed two-thlrds of the cost,, s! deteroined or 66tlrated
by sald Addinistrator, of such actlvLtleB or nnd€rtsklngs.
In adeinistoring thLs Bectlon, said AdDinistrator 6ha11 tlve
profcrcnce to thoso undertaki-ngs vhlch in his JudgEc[t can
realonably be er.pected to (1) contrlbute Eost slSnlflcently
to the thprovenent of nethods and tochDlgues for the gllElrlatlon
and preventlon of llrEs and bfight, and (2) best Berve to guide
renewal progre.Es ln other comunitios. Sald Adtrinlstlator Eay
nake advanc€ o! plogress pnlErents on gccount of aiJr grant
contrBcted to be nade pursuant to thls sectlon, notrlth8iaadtrA
th. provlsioDs of sectLon 3648 of ihe Rovised Statuicr, as
aEended, The aggr€gate aeount of granlg Dade rrde! th16
socilon shall not exceod $r,000,000 and Ehatl be payebla fron
the capltal Branl fundE provided uhdor and authorl-zod by
sectlon 103(b) of th€ Housilg Act of 1949r as amended.

fhe AdEitristrator has dolegated his autborlty lnder SectLon 314 to the
Ur.ban Bonexal" C,o@i-ssionea, Urban Renevral Adrnlnistratlon. the D@nstratlon
Progra,u ls adnrlnlstered through the office of PlogreE PLsnnlnS, Urban
Renewal Ad.Einistrstlon.




