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The meeting was called to order by the Chairman who
stated that, during the two day meeting, consideration would be
given to Proposal No. 17, 18, 19 and 20, and that it would be
the goal to give direction to staff concerning final reports.

He explained that it was his practice to draft a brief resume of
his own, and that he would distribute this summary to members as
soon as possible.

The Chairman announced that he expected the entire day
of September 10th to be devoted to Proposal No. 18, the Housing
Finance Authority, and that an attempt would be made to make
decisions on Proposals No. 17, 19 and 20 today. He called atten-:
tion to the State Affirmative Action Plan, and also to a letter
of instructions from Pamela McClelland-Cooper (Attachment I), which
pertains to the plan. He further stated that he had talked to
Dr. Conard in the Governor's office and General Weltmer of the
Department of Administration, and they had promised to provide
information to the Committee if any reaction came to them con-
cerning the plan.

A member stated that, in testimony before the Committee,
it seemed that the largest percentage of minorities and women were
being hired in the lower levels. He called attention to the goals
of the plan as shown on page six and suggested that they may not
be practical. He stated that he would like to see the figures
reflect that there is some kind of balance from the entry levels
to the top management positions.

The Chairman pointed out that the Affirmative Action
Plan is just now being initiated; that the Committee had delayed
its decision until it had an opportunity to review the plan in
printed form; and now it appears it may be necessary to delay
decisions until some time has elasped to see if the plan is going
to work.

The Chairman reminded members that testimony had been
given at an earlier meeting concerning an alleged discriminatory
act in the Highway Department, by a temporary employee whose job
had been terminated. He inquired if members felt the matter had
been handled adequately, and it was the consensus that the matter
had been handled properly.

One member expressed the opinion that what he was hearing
about sex discrimination really concerned equal pay for equal work
and, that it appeared in some instances women were doing work
requiring higher qualifications than males, and were getting less
pay. Another member stated that since there is an affirmative
action program, it should be given a chance to work and that pos-
'sibly an evaluation could be made by the time the next session
convenes.
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The Chairman inquired how members would react to in-
cluding in the report, a recommendation that an in-depth study
be made of the Division of Personnel. He explained that he had
some feedback from individuals and agencies that the Personnel
Division is the biggest bureaucracy in the state and that it is
very difficult to secure any information from the Division. He
pointed out that there had been testimony about how some people
avoid the "rule of five'", and other problem areas.

A member mentioned that numerous things had come out of
the testimony, and inquired if the Committee could acquire some
written comments from other conferees after they read the proposed
plan. The Chairman stated that staff could write to these people
and their replies could be put in the interim report.

It was moved by Representative Cooper and seconded by
Representative Morris that a request be made for an in-depth
study into the operation of the Division of Personnel by a leg-
lative committee. Motion carried unanimously,

A member suggested that Mrs. Thompson from Manhattan -
had a lot of details and information, but that he feels January
would be too soon to notice any change. He suggested another
look in about a year would be more meaningful.

One member mentioned that he receives the job announce-
ment from Personnel but that by the time he receives them, the
announcement has expired. It was noted that several representatives
of minority groups had made the same complaint.

The Chairman stated that he had some complaints regard-
ing retired military personnel; that the complainants felt the
retired people who are drawing retirement benefits should not
receive preference in job applications. It appeared that the com-
plaints did not apply to discharged veteranswho had simply served a
period of time in the military.

One member expressed concern about provisional hiring
where there was already an available list of people who had taken
the examination. Another member suggested that the "rule of five"
should be looked at.

The Chairman inquired if the military matter and the
"rule of five'" is not really a Civil Service Matter, and one member
felt this could be incorporated into the study of the Personnel
Division.

Mr. Mills inquired if the study committee would be a
standing committee or an interim committee. There was discussion
as to whether a standing committee could devote adequate time to
such a study during the session, and suggestions were made that
it should be a special committee, or a special subcommittee within
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a standing committee. One member stated he would like to see the
hiring practices in the Judicial Branch and the Legislature looked
at also.

The Chairman mentioned some specific complaints con-
cerning hiring practices and practices in promotions.

Mr. Knatt of SRS, pointed out that under the new Affirma-
tive Action Plan, a report is required to be made by each agency
to Mrs. Coopexr's office.

One member suggested that if these things are going to
be looked into, they should also look at the manner by which a
department can get rid of a bad person; that sometimes people are
hired who do not actually perform but who are impossible to dis-
miss. Another member pointed out that Dr. Harder had testified
that to do this you establish a thick file before proceeding to
dismiss, and that it is a long, drawn-out process. Another member
suggested that there is a tendency in affirmative action programs
for a business to deliberately hire a poorly qualified individual
who does not work out and then point out that these plans do not
work.

One member suggested that all such programs begin under
threats and that this is no way to make the programs work; that
people react to force and that people are really changing, but that
it cannot happen all at once. The Chairman pointed out that in
looking at appointments to the different commissions, it is apparent
that the Governor's office is doing what the plan mentions; actively
looking for women and minorities for representation, but at the
same time, looking for qualified people, and that he believes the
balance is beginning to take place.

Mr. Knatt of SRS stated that he is trying to sell Dr.
Harder on an incentive program to counteract the "threat" aspect;
that if a person meets or surpasses the set goal, then more posi-
tions are allocated as a reward.

The Chairman inquired if the report on Proposals No. 17
and 19 could be combined, or if they should be separate. One mem-
ber felt they could be incorporated, and after considerable dis-
cussion it was moved by Senator Wilson and seconded by Representa-
tive Feleciano that the two be combined. Motion carried without
dissent. Staff was instructed to write an interim report, based
on Committee discussion, combining the two. Mr. Mills asked for
direction concerning the proposed study committee and the Chairman
suggested that the Legislative Coordinating Council be requested
to appoint a Special Legislative Committee in January to conduct
the study.

The meeting was recessed.



Afternoon Session

The Chairman called for discussion on Proposal No. 20,
the Governmental Ethics Commission. He stated that the minutes
of the last meeting were quite comprehensive concerning the discus-
sion, and he complimented the Committee on their frank and open
discussion, not only on this subject, but on the subjects discus-
sed at this morning's.session. He stated it was his impression
that the Committee felt the Ethics Commission was following the
instructions set out in the statutes but that perhaps some strong
direction had been needed.

A member expressed the opinion that some changes may be
needed, but lauded Mr. Hellebust and members of the Commission for
their efforts in implementing the law. He expressed the opinion
that thought should be given as to when a person becomes a candi-
date; that it could be at a specific time, at the time of filing,
or upon public announcement. Another of his concerns was the
"in-kind" contribution where it is wvirtually impossible to deter-
mine actual value. He also expressed concern that if a contribu-
tor must go through his records and confirm a contribution, it will
dry up a source of contributioms.

The Chairman suggested the Committee had gotten rather
far afield from its original charge, and that if changes are to
be made it will have to be through the drafting of legislation.
He pointed out that the Committee had been charged to determine
if the Commission is carrying out its statutory responsibilities.

One member stated that he felt they are carrying out the
requirements of the law and doing a fine job, but feels that legis-
lation should be recommended to remedy the things mentioned.
Another member stated he feels that, when the Commission checks
with a contributor, it is really harassment.

The Chairman stated that the Commission itself would
probably request or recommend legislation and that they had re-
quested a number of changes in the Elections Committee last year.

A member inquired if in the course of a campaign, an employer gave
the candidate a month off from work with pay, would this be "in-kind"
contribution. The Chairman stated that it is his impression that

it would not be.

A member suggested there should be some discussion con-
cerning the lobbyist control part of the law, and suggested that
both the Ethics Commission and a spokesman for KSAE be invited to
discuss the effect of the law.

The Chairman suggested that staff draft a report from
the testimony and at the October meeting some of the lobbyists could
be invited to appear and discuss the law. He stated the Committee
could ask that a bill be drawn making some of the changes mentioned.



One member inquired about a candidate who wins the
primary and has no opposition in the general election -- who is
still required to continue all of the filings even though he spends
no money. Senator Booth agreed to make an inquiry and report back
on this matter.

It was moved by Senator Booth that an .amendment be pro-
posed to the existing law, to define when a person becomes a candi-
date, along the lines, of time of filing, accepting a contribution,
or making an expenditure in excess of $25.00. Motion was seconded
by Representative Cooper and carried without dissent.

The Chairman inquired about the reporting requirement for
those individuals who have no opposition, and suggested that, if
a candidate makes no expenditures and accepts no money, he should
perhaps be exempt from making the reports. A member suggested
that another area of concern is when an individual files by peti-
tion, because by the time you get an opinion as to whether the
petition is valid, the filing deadline is past. The Chairman
suggested that this matter should be discussed with the House and
Senate Flections Committee, and a recommendation made that the
Canvass Committee meet prior to the deadline. He suggested that
the report mention some of these problems as recommendations to
the legislature.

The Chairman stated the Committee could hear from some
lobbyists at the next meeting, and staff was requested to ask Mr.
Pat Hubbel to appear at that time. Also, the Committee expressed
the desire to have Mr. Hellebust or someone from the Ethics Com-
mission present.

The meeting was recessed to convene at 9:30 a.m., Septem-
ber 10, 1975.

September 10, 1975

The meeting was reconvened, and the Chairman asked mem-
bers if they had been able to review the minutes of the previous
meeting. It was moved by Representative Morris and seconded by
Senator Wilson that the minutes be approved. Motion carried.

The Chairman pointed out that members had received
copies of the draft of the proposed Housing Finance Authority bill,
(Attachment II) and that this was a new bill which incorporated
the changes discussed by the Committee at the last meeting, al-
though there are items in the bill which also appeared in H.B.
2612. The Chairman pointed out some language concerning rural,
urban and rehabilitation of housing is taken from a California
bill and appears in Section 2. He stated there are not many items
different from what Committee discussion dictated, but in some
cases staff felt certain items needed to be included.



Representative Morris distributed copies of an article
which appeared in U.S. News and World Report (Attachment III),
and explained that it expresses some of his concerns about get-
ting into the housing field.

Miss Torrence was asked to discuss the draft, section-
by-section. She explained that new Section 2 speaks to the balance
of new construction, rehabilitation, and rural vs. urban housing.
One of the members inquired about the phrase 'statewide housing
plan' and Miss Torrence explained that this is a federal mandate.
Mr. Mills explained that this is being done by the Planning Divi-
sion of KDED. Mr. Lusk stated that August, 1977 is the mandated
deadline for completion of the plan.

Miss Torrence explained that some of the excess defini-
tions were removed in Section 3, and subsection (c¢) concerning
development costs is new. She suggested that the Committee decide
whether or not they want development costs in the bill. It was
established that had been discussed by the Committee at the last
meeting. A member expressed concern as to what 1is "reasonable
profit" as discussed on page two. Another member felt that the
Authority would make that decision. Another member felt that
Section 5 gives them broad powers to do whatever they want to

anyway.

Mr. Mills stated he feels that, if development costs
are retained in Section 3, the Authority should be granted the
powers to allow these costs in Section 5. Miss Torrence stated
that it could be inserted under the mortgage purchase program and
loans to lenders program. One member inquired if the same thing
could not be accomplished in Section 3, (c) by stopping after the
word "housing" because if they are going to be the final authority,
there is no reason to list everything.

Mr. Jim Turner expressed the opinion that it was a Housing
Finance Bill vs. Housing Authority, yand if you are establishing a
Housing Authority you need Section 3, although he could not support
it with that section. He stated that Section 5 allows exactly what
it says in Section 3. ‘

One member explained that he wants something to allow
the state to accept federal monies and that he is not in favor of
spending any state funds.

It was moved by Representative Ungerer and seconded by
Senator Wilson that subsection (c) be stricken. Motion carried by
a majority vote. Representative Ungerer explained that he is not
against a Housing Authority but he does not want the state to get
into the business of owning property. He stated, also, that he
does not want the state in the business of direct lending, but
rather to make the funds available to lending institutions and let
them do the paper work.
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‘ Miss Torrence explained that the powers of the Authority
are limited to the programs provided for in the bill, and the
powers are limited to the purposes and provisions of the Aek.

One member expressed concern that they can employ all
kinds of expensive people; that the state would have the right to
own property, to sell, and to own mortgages.

Miss Torrence explained that the Authority would be pur-
chasing mortgages from the lending agencies and making loans to
financial institutions. She further explained that the Authority
can lend money to the lending institutions or buy mortgages from
the lending institution and then the companies can loan that money.

Mr. Turner explained this is what is known as a "flow
of capital" and, if the state purchased a mortgage, the Authority
would have to write regulations which relate to the foreclosure
aspects.

Senator Booth stated that on page 7, (i) there are a
lot of people listed and he thinks that this is not necessary,
although if the state is to help the small communities as he vis-
ualizes, they will need some personnel. The Chairman stated he
understood this did not mean permanent positions, but temporary
consultants as needed from time to time. Another member stated
he did not think it was necessary to name the people; that it
should be a simple, one sentence to allow the employment of temp-
orary personnel if necessary.

A member stated that it had been his impression that the
Committee started out to authorize a state agency to accept federal
money for housing, and it has wound up with a Housing Authority;
that he was under the impression that KDED was just going to have
the authority to accept federal money. The Chairman agreed this
could have the tendency to replace the agency. Mr. Lusk of KDED
explained the State of Oregon issues bonds and the bonds do not
go to pay for the cost of any staff or operations; that is handled
just like any other line item agency budget; that the bonds go
only for housing and the staff is budgeted from the state general
fund.

The Chairman stated that it was his impression that they
were trying to create a self-supporting agency rather than having
an annual appropriation; that there would be a single start-up
appropriation which would eventually be repaid.

Miss Torrence explained that on page 3 in the defini-
tions, some of the language was reinserted as voted upon by the
Committee at the last meeting. A member expressed reservations
concerning "desirable" items (p. 4, line 1) and stated he thought
this could get entirely out of hand and become really extravagant.
He stated that his thought is to provide adequate and sanitary
housing and not provide unnecessary luxuries.




It was moved by Representative Feleciano and seconded
by Senator Wilson that the language at the bottom of page three
beginning with the word "including'" and ending on page four with
the word ''landscaping' be eliminated. Miss Torrence stated that
it might cause a problem insofar as streets and sewers are con-
cerned and Representative Feleciano, with permission from Senator
Wilson, amended the motion to strike all after the word "including"
on page 3 through the word "to" on page four. Motion carried
with one dissenting vote.

Senator Wilson expressed concern about the Governor
appointing the Chairman. He moved that the draft be changed to
provide that the members elect their own Chairman, but there was
no second to the motion.

Miss Torrence explained the provision on page 6, Section
5, concerning perpetual succession, and explained that the Au-
thority would continue even though there is a membership change.
She further explained that (f) deals with private bids and con-
tracts and is in line with Committee instructions at the last meet-
ing. Senator Booth explained that the bond market does not lend
itself to competitive bidding.

Miss Torrence called attention to page 7, line 4, con-
cerning disposition of property, and explained that this is partly
new language to permit -the Authority to retain property if a fair
market price could not be received within eighteen months.

It was moved by Representative Ungerer that (i) on page
7 be stricken. Representative Cooper stated if (i) is removed,
then (j) must be removed also. Senator Booth offered a substitute
motion to strike all language in (i) after '"purposes' in the
second line, through the word "other" in the fourth line. Motion
was seconded by Senator Wilson and carried by a majority vote.

'Miss Torrence pointed out that on page 11 (d) there was
a change concerning private bidding. On page 12, Section 9 there
was a technical change concerning the issue of bonds and notes.
The remainder of the provisions concerning bonds and notes were
left as in the original bill. On page 15 (g), ''personal account-
ability" was deleted. '

Miss Torrence explained that the annual report require-
ment, page 22, Section 16, had been changed to require submission
of the annual report to the Governor, State Treasurer, and the
Legislative Coordinating Council rather than legislature. This
change was made because the annual report is to be submitted at

the end of the fiscal year, i.e, during the legislative interim.
New language also provides more specific requirements concerning

the contents of the report. New language in (b) places a burden
on the Authority to attempt to provide at least 25% of the units
financed to low income families.
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Representative Feleciano asked to return to the annual
report requirement, and stated he would like to have the report
himself. After considerable discussion, it was moved by Repre-
sentative Ungerer and seconded by Representative Feleciano that
the provision should be amended to read "and made available to any
member of the legislature so requesting same from the Housing Au-
thority." Motion carried by a majority vote.

, Miss Torrenee stated that Senator Reilly had expressed
reservations about the impact on taxes if the state should fore-
close and thereby remove property from the tax rolls, even tempor-
arily. It was agreed by members that this could be a critical
issue. Mary Ellen Long, the Mayor of Virgil, Kansas, stated this
is a serious matter; that she had just gone through the budget and
to change the tax base in any way would jeopardize small towns.

Mr. Mills suggested that language similar to the Connec-
ticut act, which provides for a payment in lieu of taxes, might
be incorporated in the draft (Attachment IV).

It was moved by Representative Slattery and seconded
by Senator Booth that staff draft the proper language which would
require the state to make payments in lieu of taxes as in the
Connecticut act. Motion carried without dissent.

Miss Torrence explained the only other change is in the
final section and provides for the act to take effect upon publi-’
cation in the official state paper rather than the statute book.
This would allow it to go into effect two to four months earlier
than with statute book publication. There was considerable dis-
cussion on this point and Senator Booth pointed out that the final
decision could be made in January about the date.

Representative Cooper asked for clarification about con-
struction loan notes and bond anticipation notes, and stated it
looks as if the state would be in the direct loan business. Repre-
sentative Buzzi stated these are types of interim financing. The
Chairman asked if the Committee would accept the insertion of
"approved lending institutions' on page 3 (j) and Representative
Cooper stated it would be consistent. It was moved gy Represen-
tative Ungerer and seconded by Senator Booth that "or comnstruction’
loan notes'" be stricken from (j) on page 3. Representative Cooper
offered a substitute motion that staff develop language appropriate
to assure that the state is not involved in direct financing,
and yet retain some interim financing. Motion was seconded by
Representative Slattery. After extensive discussion motion carried
without dissent.

Sentiment was expressed by members that the Authority
should deal with local housing authorities. A member of KDED
stated that there can be all kinds of housing authorities -- com-
munity, city, county, or groups of these. Others expressed con-
cern that one authority might override the other. Senator Booth
stated that his support of the bill hinged on this very element --
local partieipation.
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Senator Booth offered three alternatives: (1) Devetopers
and lending agencies can come to the Authority and make a request;
(2) make it optional that a municipality or local unit could come
to the state with a proposed project; (3) require that the request
come from the local unit rather than a developer.

The Chairman stated that there had been some discussion
about a field staff for the Authority, in which case assistance
would be closer to the local unit. The Mayor of Virgil urged that
even though a town may be small, people on the local level know
far more about their needs than someone outside and that it is the
technical assistance which is needed.

It was moved by Senator Booth and seconded by Represen-
tative Cooper that staff prepare two alternatives: one mandatory
and one permissive. Motion carried without dissent.

The meeting was recessed to reconvene at 1:40 p.m.

Afternoon Session

The meeting was reconvened and the Chairman called atten-
tion to a Minority-Female Composite Report which which was pre-
pared by the State EEO office. He urged that membersstudy this
with the idea that they would find answers to questions which had
previously arisen. (Copies of this report and the affirmative
action plan are on file in LRD.)

Senator Booth reported on his conversation with Mr.
Hellebust, and stated that the forms to lobbyists will be in the
mail early next week; that Mr. Hellebust is willing to attend the
next meeting althoughhe felt lobbyists might speak more frankly
if he were not present.

With regard to the candidate without opposition, Mr.
Hellebust says the Comaission is going to take this under consider-
ation very soon. His informal reaction was that he would not object
to legislation which gave relief to such individuals. The Committee
agreed it would like to hear from both lobbyists and Mr. Hellebust.

The effective date of the proposed Housing Finance Act
was again discussed. It was moved by Senator Wilson and seconded
by Representative Ungerer that it be upon publication in the
‘statute book, Motion carried 4 to 1, '

Miss Torrence asked for direction in regard to Section
2 - Statewide Housing Plan, It was moved by Senator Booth and
seconded by Senator Wilson that Section 2, page 1, be amended in
the fifth line by inserting the word 'meeds" after "housing" and
inserting the words 'needs for" after "between'. Motion carried
by a majority.
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Miss Torrence inquired if anyone had requested an opinion
from the Attorney General on this proposed bill. Representative
Feleciano stated he had requested one but it had not been received.
Miss Torrence was given authority to make another request.

Staff was requested to draft a general report on this
proposal which can be considered and amended at the October meeting.
Staff was given permission to make copies of the next draft avail-
able to those who request it. The Chairman announced the next
meeting was scheduled for October 7 and 8, 1975, 9:30 a.m. The
meeting was adjourned.

Prepared by J. Russell Mills, Jr.

Approved by Committee on:

|0- 7-75

(Date)
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EQUAL EMPLOYMENT OPPORTUNITY OFFICE
503 Kansas Avenue
Topeka—~66603

August 12, 1975

TO: Directors of State Agencies

" FROM: ; Pamela McClelland-Cooper
State Director of Equal Employment Opportunity

SUBJECT : Governor Bennett's Executive Order No. 75-9
and the State Affirmative Action Plan for
Equal Employment Oppertunity dated August 1, 1975

PURPGSE :

The enclosed State Affirmative Action Plan of which Governor
Bennett's Executive Order 75-9 is an intricate part, has been
prepared to furnish information on the operation of the state
plan and the development of agency affirmative action plans.
The enclosed plan is to serve as a reference document for the
orientation of management.| The list of goals and activities
and organizational structure only suggests what may be done.
It in no way places limits|on activities or enumerates only
those goals which are required. Management must decide for
itself what goals and actiyities are needed in state agencies
and then mobilize the agenc¢ies and local resources to carry
them out.

The Governor's Executive Order 75-9, prescribes additional
arrangements for developing and coordinating a state-wide
affirmative action program|for equal employment opportunity
(EEO) . These arrangements|expand the role of the Secretary
of Administration and particularly the newly established
State Equal Employment Opportunity Office in coordinating and
implementing affirmative ag¢tion in state government for EEO.

BACKGROUND INFORMATION:

Equal employment opportunity for all individuals, and partic-
ularly protected classes (g.g., minorities, females, handicaps,
aged) 1is clearly going to be the major thrust of the federal
government and local activists in the foreseeable future.
Therefore, if this thrust js nct met openly and.directly the
fare to the State of Kansag may be a costly adventure.
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To appreciate fully the trend toward greater emphasis on EEO,
and Governor Bennett's concern for positive action, it is
necessary to be aware of and to examine the many federal en-
actments that apply to state government.

On the federal level, in addition to the Constitution, there
are the Civil Rights Acts of 1866, 1870 and 1964, as amended:
Executive Orders 11141, 11478, 11246, and Revised Order No. 4,
and rules, regulations and guldellnes promulgated thereunder.
In addition there are state and local laws against employment
discrimination.

The best and most dramatic example of the impact laws have had
on organizations is found in the recent settlement, between
AT&T, the Federal Egual Employment Opportunity Commission and
the U. S. Department of Labor. 1In this settlement AT&T agreed
to pay a $38 million settlement, including back pay and im-
mediate promotions, to affected classes of females and minori-
ties in all of its operating companies. In addition AT&T was .
ordered to change or modify many of its personnel practices
which, in the past had denied jobs, promotions and raises to
classes protected under law. Other court decisions and EEOC
rulings have proved to be extremely costly for the defendents
(employers).

Prior to March 1972, the State of Kansas had been exempt from
Title VII of the C1v11 Rights Act of 1964. Because of this,
most public employers have not had their "baptism of fire" on
many of these issues. However, city, county and state govern-
ments are now covered by these federal laws, and this coverage
creates great respon31blllty and significant exposure for the
state in terms of policy, 1mage, politics and dollars. 1In

the final analysis, investment in a viable and effective af-
firmative action program is the best and cheapest security
(insurance) available.

Governor Bennett's leadershlp in adoptlng a state plan for non-
discrimination in employment has set in motion one of the most
severe challenges our administrative and management organiza-
tions has ever had to face. The Governor's creation of a
realistic affirmative action program puts the State of Kansas
on record as having a forward looking policy. But to trans-
late that commitment into action, is an extremely complex and
costly proposition.

To be successful, the Governor has mandated effective equal
employmenL opportunity change. This success will entail change
in behav1or, pelicy and practices in all facets of state govern-
ment's employment and promotional opportunities where equal
and full participation by all citizens with the state
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government system has been excluded. Change for many is a
bitter pill and like all forms of bad medicine may be resisted
at all cost. 1In 1975, however, change is no longer an option
but a must. With management's commitment, support and personal

interest,

state government can achieve one of the finest af-

firmative action programs and demonstrate the real leadership
and integrity that is characteristic and expected of the State

of Kansas.

INSTRUCTIONS:

Please note -- most guestions you may have pertaining to the
state plan and the establishment of your agency plan are found
in the enclosed document. However, a few additional instruc-
tions may be of assistance. S

1.

The state affirmative action plan affects all state
agencies as defined in the Governor's Executive Order
75-9. The Executive Order is an adopted part of the
state plan.

All Appointing Authorities are responsible for imple-
menting the state plan through design of an agency
affirmative action plan.

a.

Agency written affirmative action plans must be
submitted to this office by November 1, 1975 for
state approval. Guidelines are found in Chapter
ITI of the state plan.

Agencies with existing plans may submit those plans
for evaluation. There is no need to design a new
plan at this time. For the most part, these will
be Grant-in-Aid agencies. The federal guidelines
used in the design of these plans will be consis-
tent with the guidelines established in the state
plan.

Agencies that have previously submitted plans to
the Director of Equal Employment Opportunity must
resubmit one additional copy for purposes of a
systematic filing and evaluation system.

Agencies submitting a plan, need only submit one
universal plan. For example, an agency may re-
quire supplemental plans from its units, sections,
etc., but only the agency universal plan is to be
submitted to this office.



To Directors of State Agencies
August 12, 1975
Page four

e. Agencies with less than 15 employees are not re-
guired to submit a written affirmative action plan.

However, these agencies are expected to:

1. submit the guarterly reports located in the

appendix of the state plan,

2. adopt and implement the non-discrimination

policies as set forth in the state plan.

3. Submit the following information on the individual (s)
responsible for the design of the agency plan to this

office by November 1, 1975:

=

a. Name T
b. Civil Service Classification
c. Working Title

d. Salary Range

e. Name and Civil Sérvice Classification of Immediate

Superior

4, Become familiar with the report forms located in the
appendix. These forms will be used for quarterly re-
ports sent to this office, the first of which are due

October 1, 1975.

5. For your convenience two state Affirmative Action Plans
and two "Who to Contact" (minority and female recruit-
ment book) books have been enclosed. Please assess
your organizational structure and request the additional

books needed for your agency distribution (e.g.,

Officer, Personnel Officer, etc.).

ACTION:

EEO

Upon receipt of the state plan management should make efforts to
study the plan so that the established goals and timetables may

be met on schedule.

POINT OF CONTACT:

If there are any questions pertaining to this document,

the state

plan, "Who to Contact"”, or the State Equal Employment Opportunity
Office, please contact Pamela McClelland-Cooper at 296-4288, 503

Kansas Avenue, Room 542.



To Directors of State Agencies
August 12, 1975
Page five

CONCLUSION:

It is my sincere hope that each of us will take a positive
attitude about the newly established State Equal Employment
Opportunity Office, the State Affirmative Action Plan, and
our new EEO responsibilities and will work vigorously to
protect the state and its employees from penalties mandated
by federal enforcement agencies or by the courts. The courts
and enforcement agencies message to us is simple, either we
do it (comply) or they'll do it for us. AT&T can attest to
the fact that their doing it is a very costly proposition.

£

ey %@N\xé&_ o5, N N D&Q&—‘f*(&’ Coovet

Pamela McClelland-Cooper
State Director of Equal
Employment Opportunity

™~

PMcC=~C:sm

EEO-75/4
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PROPOSED BILL HO.

By Special Committee on Federal and State Affairs

Al ACT establishing a state housing finance authoritys prescrib-
ing the powers:; duties and authority of such authority;: pro-
viding for the administration and operation of such author-

ity and the financing of its operation and programs.

be it enacited by thes legislature of the Stats of ¥ansase:

Section |. Short title. This act shall be %Xnown and may be

cited as the 'Kansas housing finance authority act.”®

Sec. 2. Purpose of act. The purpose of this act is to pro-

vide financing for residential housing for sale or rental to per-
sons or families of low or moderate income. In carrying out this

purpose, the Kansas housing finance authority shall sesk to

‘ L2 M
attain a balance between rural and urban housing 4and betweenﬁ%%ff

familylhuusing and housing for the elderly and handicapped, in
general proportion to the needs identified in the statewide hous-
ing plan. [he authority shall élso give priority consideration
tos and reserve funds for use in connection withs, rural and urban
housing rehabilitation programs.

Sec, 3. [Definitions. The following words and terms shall

have ths meaning indicated unless the context shall cleariy indi-
cate a different méaning:

(a) YAuthorizty" shall mean the Kansas housing Tfinance
authority created by this acts

(E) 'iondsY mean any bhonds issued by the authority pursuant
to this acts

{c) “oevelopment costs" =hall mean the total of all costs

approved by the autnority as reasonable and necessary in connec-—

tion with residential housing, which costs sihall include, buat not

\
necessarily be limited te. the Tollowing: Costs of land and

improvemants thereon, including payments for aprtions, deposiis or



contracts to purchase properties on the proposed housing site or
payments for the purpose of acquiring such proparties; costs of

site preparation, demolition and development; fees for architec-—

-tural, engineering, legals accounting, and other services paid or

payable in connection with the planning, execution and financing
of residential housingi costs of necessary studies, surveys,
plans and permitsi costs of insurance, interest, financing, tax,
assessments and other operating and carrying costs during con-
structioni costs of construction, rehabilitations reconstruction,
fixtures, furnishings, equipment, machinery and apparatus rslated
to the real propertys costs of land improvement including, but
not limited tos landscaping and off-site improvements; necessary
expenses 1in connection with initial occupancy of residaential
housing; reasonable builder’s and developer’s profif and risk fee
in addition to job overheads; an aliowance established by the
authority for working capital $3 and the cost of such other items
as the authority shall determine to be reasonable and necessary
for the development of residential housings

(d) "kFederally 1insured mortgage'" means a moftgage loan for
residenﬁial housing insured or guaranteed by the United States of
America or a governmental agency or instrumentality therzof, or a
commitment by the United States of Ameriéa- or a governmental
agency or instrumentality thereof to insure such a mortgages

(e) '"Governmental agency" means the United States of Amer-
icas the states: any other state and any department, division,
public corporatioh; public agency, political subdivision or other
public instrumentality of any of the foregoing or of any two or
more thereof;

(f) "Lending institution® means any bank or trust company,
federal national mortgage association arproved mortgage banker,
credit unions national banking asscciations Tederal or state
savings and loan association or federal credit.union:

(g) "Low or moderate income faﬁilies” means familins of one
or more personss irrespesctive of age, marital stalusy raco,

creeds national origin or sex, determined by the authority to



require such asslstance as is made available pursuant to this act
on account of insufficient personal or family income taking into
cons;deration among other factors: (1) The amount of the total
income of such family available for housing needsi (2) the size
of the family:‘(3) the cost and condition of housing facilities
availéble; (4) the ability of such pzrsens and families to
compete successfully in the normal private housing market and to
pay the amounts at which private enterprise provides sanitary,
and safe housings and (5) standards established for various fed-
eral programs determining eligibility based on income of such
person and familiess;

(h) "Mortgage" means a mortgage deed, deed of trust, or
other instrument which shall constitute a lien on real property
in Tfee simple or on a leasehold under a lease havihg a remaining
term. at any time such mortgage i§ acquireds which does not
expire for at least that number of years beyond the maturity'déte

of the obligation secured by such mortgage as is established by

L
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the authority as necessary to protect iis interest as mortgagee

(i) "Mortgage 1loan®® means an interest bearing obligation
secured by a mortgage on land and improvements in the statej

(J) ""Notes" means any bond anticipation notes or construc-
tion 1loan notes 1issued by the authorit§ under and pursuant to
this acts

(k) "Real property" means all landss including improvements
and T{ixtures thereons and property of any nature aopurtenant
theretos or used .in connection therewiths and every estate,
interest and rights, legal or equitebles therein including terms
of years and liens by way of judgments, mortgage or otherwise and
the indebtedness secured by such liens; and

(1) "Residential housing" heans one or more new or existing
residential dwelling units financed pursuant to the provisions orf
this act for the primary purpose of profiding sanitary, decent
and safe dwalling accommodations for low or moderatz incoms fam—

ilies in nesed of housingsiincluding any buildingss land, improve-

ments» equipment, facilities or other real or personal properties



which are necessarys, convenient, or desirable in connection
therewiths including, but not limited to, streetsy sewers, utili-

tiesy site preparation and landscapinq)

Sec. 4. Creation of the Kansas housing finance
authority. There is hereby created a body politic and corporate
to be known as the "Kansas housing finance authority.” The

authority is hereby constituted a public instrumentality and the
exercise Dby the authority of the powers conferred by this act in
the financing of residential housing shall be deemed and held to
be the performance of an essential governmental fTunction.

The powers of the authority shall be vested in seven (7)
menoers appointed for terms of four (4) years by the governor,
with the advice and consent of the senate. Four (4) of such mem-—
bers, as determined by the governor in his or hef sole discre-
tions shall have experience in hone building, r=al estate, mort-
gage lendings commercial banking or architecture. The terms of
Tour (4) of the first members appointed, shall end on the thir-
tieth day of Junes 1977, and the terms of three (3) of the first
members appointed: shall end on the thirtieth day of Juney, 1979,
All members shall be residsnts of the state of Kansas and upon
the removal of the residsnce of any member from the state a
vacancy shall occur in the position of sﬁch member. Any vacan-
cies in the membership‘of the authority shall be filled in the
manner provided for original appointments but only for the
remainder of an unexpired term. Each member shall hold office
for the term of.such member/s appointment and until a successor
shall have been appointed and._qualifie:. A member shall be

emoved from office wupon conviction of a felony and may be
removed from office at any time by the Jgovernor upon recomnenda-
tien of the remaining members of the authority for continusd
neglect of duties required by law or for incompetency or miscon-
duct. cach member of the authority before éntering upon his or
her duties shall take and siubscribe an oath or affirmation as
required by law,.

The governnr shall appoint a chairman from anony the members



for a term of one year, and the members shall annually elect from
amony their number a vice-chairman and such other officers as
they may determine necessary. Meetings shall be held at the call
of the chairmans or whenever two members so request. Four (4)
members of the authority shall constitute a guorum, and any
action taken by the authority under the provisions of this act
shall receive the approval of a majority of the members present
at any regular or special meeting but in no case shall such
action be taken with the approval of less than four (4) members.
No wvacancy in the membership of the authority shall impalir the
right of a quorum to exercise all.the rights and perform all the
duties of the authority.

The members shall receive no compensation for the perfor-
mance of their duties hereunders but each such meméer shall be
reimbursed for his or her reasonable expenses incurred in carry-—
ing out such duties under this act in amounts provided in subsec-—
tion (e) of K. S. A. 1975 Supp. 75-3223, and amendments thereto.,

Notwithstanding the provisions of any other law, no off
or employee of this state shall be deemed to have Tforfeited or
shall Tforfeit his or her office or employment by reasén of
acceptance of membership on the authority or service thereto.

The director of the division of housihg of the department of
economic development shall be the secretary of the authority and
when acting in such capacity shall be subject to the direction
and contrecl of the members of the authority and shall administer,
manage and direct'the affairs and business of the authority.
subject to the policiess control and direction of the members
thereof. 'The staff of the division oI housing of the department
of economic development shall serve as the staff of the authority
and when acting in such capaciiy shall be subject to the direc-
tion and control or the members of the authority. The members
may delegate to the director and members of the staflff or any of
the technical experts, 5dvisors or cdnsultants emplayed by the
authoritys such administrative dutics as it may deem prooer. All

budjetinjy, purchasing and related management functions of the
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authority shall be administered under the di- ¢c¢tion and super-

vision of the director of housing as secretar 7 ©f the authority.

A1l vouchers for expenditures for operatin-  €xpenses of the

authority shall be approved by the chairman -/f the authority and

the director 6f housing as secretary of the =i -thority.

The director of housing as secretary sha:@ ! ke€p a record of
the proceedings of the authority and shall ©¢ custodian of all
books» documents and papers filed with the au=-ority and of its

minute books and seal. The director sha . + have authority to

cause to be made copies of all minutes and other records and
documents of the authority and to give certir. <a@tes under seal of
the authority to the effect that such copies #I'€ true copies and
all persons dealing with the authority may-re;ff upon such certif-—
icates.

Sec. 5. General powers. The authority --@ll have all of

the powers necessary or convenient to carr.s QUL and effectuate

the purposes and provisions of this act incl:»4ing,» but without

limiting the generality of the foregoing, t-:¢ Power to: (a)Sue

and be sued in its own names
(b) Have an official seals

(c) Have perpetual successions
N

(d) Maintain offices at such place or #laces within the

state as it may designate;

(e) Adopts and from time to time amen~' 2nd repeal, bylaws

and rules and regulationss not inconsistent ! th this act, to

carry into effect the powers and purposes -/ the authority and

the conduct of its businesss;

(f) MYMake and execute contracts and all other Instruments

necessary or convenient for the exercise of S powers and func-—

tions under this act with any governmental ac~':¢Y¥s private cor-

porations or other entitys or individual anc All contracts made

by the authority shall be exempt from the prgwv!510N0s and require-

1

ments of all laws of the state which provide «r competlitive bids

in connection with contracts of any kind;

(g) Acquire or contract to acquire real I personal  prop-
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erty» or any interest therein, on either a temporary or long term
basis 1In its ownh name by gifts purchases transfers foreclosure,
lease or otherwise, including rights or easements in propertiys
but the authority shall dispose of any real property not more
than eighteen (18) months following the acquisition of such prop-—
erty by the authority unless it is not possible to obtain fair
market values as determined by a licensed appraiser appointed by
the authoritys for such property: to hold, sell, assigns lease,
encuhber, mortgage, or otherwise dispose of any real or personal
property or any interest thereins to hold, sell, assign or other-
wise dispose of any mortgage interest ownesd by it or under its
controls, custody or in its possession; and to release or relin-
Guish any rights titles claims lien, interésts easement or demand
however acquireds including any equity or right ot fedemption in
property foreclosed by it and to do any of the foregoing by
public or private seal, with or without pgblic biddings notwith-
standing the provisions of any other laws;

(h) Enter 1into agreements or other transactions with, and
accept grants and the cooperation of, any governmental agency or
other sources in furtherance of the purposes of this act;

(1) Employs within the limitations of appropriations avail-
able for such purposes: <%;ehffee%5r~ﬁ_aqg+nee;5+MH_aLLonna¥54k
aeCQQQLQQL3+_L%HaﬁCTa%—expeLLﬁlizigl_esia%ﬁmtﬁh?UTTantsT—ﬁpyfaf§=—
ers—anhd —such—otherjadvisors:s technical experts and consultants,
when necessary in its judgment to provide assisténce or services
which cannot be performed or provided by members of the staff and
to fix their compensations

(j) Provide, within the limitations of appropriations ayailm

able Tor such purposes, advice, technical information, training

D

and educational services and conduct research and promote th
developnent of residential housings building technology and
related fields;

(k) liake loans to lending instiéutions;

(1) Purchase mortgages held by lending institutions on resi-

dential housings;
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(m) Procure insurance against any loss in connection with
its property and other assets, including mortgages and mortgage
loans, in such amounts and from such insurers as it deems desir—
ables

(n) Issue bonds and notes as hereinafter provideds;

(o) Invest or deposit monays of the authority, subject to
any agreement with bondholders or noteholderss;

(p) Renegotiate, refinance or forecloses or contract for the
foreclosure of, any mortgage in default; waive any default or
consent to ‘the modification of the terms of any mortgage; com—
mence any action to protect or enforce any right conferred upon
it by any laws mortgage, contract or other agreement, and bid for
and purchase such property at any foreclosure or at any other
sales or acquire or take possession of any such prbperty; oper-—
atesmanages leases, dispose ofs and étherwise deal with such prop-
ertys 1in such manner as may be necessary to protect the interest
of the authority and the holders of its bonds and notes; all
subject to any agreement with bondholders or noteholders:

(g) Consents whenever it deems it necessary or desirable in

the fulfillment of the purposes of this act, to any modification
with respect to rate of interest, time and payment of any
installment of principal or interest, secu}ity or any other term
of any contract, mortgage, mortgage ldan, mortgage loan commit-—
ment, contract or agreement of any kind to which the authority is
a partys subject to any agreement with lenders, bondholders or
noteholderss .
. (r) Procure or agree to  the procurement of insurance or
guarantees Irom the federal government or any governmental agency
or instrumentality thereofs or from any private insurance
companys of the payment of Lany' bonds or hotes issued by the
authority or by‘any leading institutions including the power to
pay premiums on such insurances |

(s) Provide 1insurance for lung-term mortgage loanss, or por-—
tions thereorl purchnﬁed'by the authority 1n @cecordance with this

act or made by lending institutions approved by the authority or



participate with Other public or private entities in the provi-
sion of such insurance;

(t) Purchase and make commitments for the purchase of
securi%ies Oor other obligationsg issued by lending insfitutions to
finance lresidential housing, subject to any agreement with bond-
holders or Noteholders;

(u) Charge and collect such fees and charges as the author-
ity may eéstablish from time to time for lending angd mortgage pur—
chase programss

(v) Create and establish such funds or accounts as may be
neces;ary or desirable for furtherance of "the PUrposes of this
act;i and

(w) Do any and al} things nécessary or convenient to carry-
ing out its purposes and exercise the powers given and granted in
this act. |

Sec. 6, Burchase of mortgage loans. (a) The authority

shall have, in addition to other powers herein granted, the power
to:

(1) Invest in, purchase or make commitments to purchase, ang
take assignments from lending institutions, of mortgage loans and
- promissory notes accompanying such mortgagg loans, including
federally insured mortgage loans or participations with lending
Institutions in such promissory notes and mortgage loans, for the
-construction' rehabilitation, purchase, leasing or refinancing of
residential housing for 10w Or moderate income families within
the state

(2) Sell, at public or private saley with or without public
bidding, any mortgage or other obligation held by the authority;
and |

(3) Adopt, modify or repeal rules anc regulations governing
the purchase and  sale of mortgayge loans ang the application ar
Proceeds thereor.

(b) At or berore the time or purchﬂse; the lending instj-
tution shal) certiry to the authoritys |

(1) That the mortgage loans transrerred to the authority are



for residential housing for low or moderate income families
within the states or

(2) That the proceeds of sale or 1its equivalent shall be
reinvested in mortgage loans for residential housing for low or
moderate income families within the state in an -aggregate prin-
cipal'amount equal to the amount of such sale proceeds,

Sec. 7. Loans to lending institutions. The authority shall

haves in addition to other powers herein granted, the power
to: .(a) ifake loans to lending institutions under terms and
conditions requiring the proceeds thereof to be used by such
lending institutions for the making of new mortgage 1loans for
residential housing fbr low and moderate income families:

(b) Purchase securities from lendihg institutions wunder
terms and conditions requiring that such securities‘finance mort-
gage loans Tor residential housing for low or moderate income
familiess

(c) Require fhat loans to or sécurities-purchased from lend-
ing institutions shall be additionally secured as to payment of
both principal and interest by a pledge of and lien upon collat-—-
eral security in such amounts and -.consisting of such obligations,
securitiess and mortgége loans as the authority shall by resolu-
tion determine to be necessary to assure .the payment of such
loans or securities purchased . and the interest thereon as the
same become due. The authority may require in the case of any
lending institution that any required collateral be lodged with a
bank or trust company located 1in the state designated by the
authority as custodian therefor. In the absence of such reguire-
ment a lending institution shall, if collateral is to be provided
for the loan or securities purchased, upon receipt of the pro-
ceeds from the authoritys enter into an agreement with the
authority containing such provisions as the authority shall deen
necessary to adequately identify and maintain such collateral and
service the samne and shall provide Ehat such lending institution
shall hold such collateral as an agent Tor the authority and

shall be held accountable as the trustee of an express trust ror




the application and disposition thereof and the income therefrom
solely to the uses and purposes in accordance with the provisions
of such agreement. A copy of each such agreement and any revi-
sioné or supplements thereto shall be filed with the secrefary of
state and no further filing or other action under the provisions
of chapter 84 of the Kansas Statutes Annotated or any other law
of the state shall be reguired to perfect the security interest
of the authority in such collateral or any additions thereto or
substitutions therefors and the lien and trust for the bznefit of
the authority so created shall be binding from and after the time
made against all parties having claims of any kind in torts con-
tracts or otherwise against such lending 1institution. The
authority may also establish sucnh additional requirements as 1t
shall deem hnecessary with respect to the pledging, assigning,
setting aside or holding of such collateral and the making of
substitutions thereof or additions thereto and the disposition of
incoma and receipts therefroms

(d) Collects enfcrce the collection of. and foreclose on any
collateral securing 1ts 1loan to or purchase of securities from
lending institutions and acquire- or take possession of such
collateral and sell the same at public or private sale, with or

.\

without public biddings and otherwise deal with such collateral

‘as may be necessary to protect the interest of the authority

thereins all subject to any agreement with bondholders or
noteholderss; and

(e) Adopts ﬁodify or repeal rules and regulations governing
the making of loans to or purchasing of securities from lending

institutions and the application of the proceeds Lhereofl.

Sec. 8. Procedures _nrior to _financing _of _residential
honsing. Notwithstanding any other provision of this acts the
authority 1is not empowered to finance any residential housing by
the purchase of mortgage loans or the making 5f loans to lending
institutions wunlesss: prior to tha r'inancing ther=2or, thz author-
ity findst (a) lhat there exists a shortage ol de2cents safe and

sanitary housing at rentals or prices which low or moderate



income families are able to afford within the applicable housing
market area as determined by the authorityi and
_(b) Either that private enterprise and investment have been
unables without assistances to provide an adequate Slipply of
decents safe and sanitary housing in sucn housing market area at
rentals or prices which persons or families of low and moderate
income are able to afford or that private enterprise and invest-
ment have been unables without assistance, to provide sufficient
mortgage financing for residential housing for occupancy by such
persons or tamilies; and
(c) That the proposed financing is designed to alleviate the
effect of the conditions determined pursuant to subsection (b) of
this section on persons and families of low and moderate income.

Sec. 9. Bonds _and notss. (a) The authority shall have the

powers, and is hereby authcrized to issue from timz to timé its
negotiable notes and bonds in an aggregate principal amount not
exceeding one hundred million dollars ($100,000,000) to provide
funds for the financing of residential hcousing as authorized
under the provisions of this acts the payment of interest on
notes and bonds of the authority. establishment of reserves to
secure such notes and bonds including the reserve funds created
pursuant to section 10 hereof, and all other expenditures of the
authority incident thereto. Not less thén twenty-five percent
(25%) of the proceeds of all bonds issued under the provisions of
this act shall be devoted to financing the rehabilitation of
existing residential housing for low or moderate income Tamilies
as authorized under the provisions of this act.

(b) The authority shall have the power, from time to time to
issue notes to renew notes and bonds to pay notes, including the
interest thereon ands whesnever i£ deems refunding expedients to
retund any bonds by the issuance of new bonds, whether the bonds
to be refunded have or have not matureds and to 1ssue -bonds
partly to refund bonds then outstanding and partly for any of the
purposes autnorized under the provisions of this act.

(c) Except as may otherwise be expressly provided by resolu-



tion of the authoritys every issue of its notes and bonds shall
be payable solely out of any revenues or moneys of the authority,
subject only to any agreements with the holders of particular
notes or bonds pledging any particular revenues or moneys.

(d) The notes and bonds shall be authorized by resolution or

]

resolutions of the authoritys shall bear such date or dates and
shall mature at such time or times as such resolution or resolu-
tions may provides except that no bond shall mature more than
firty (50) years from the date of its issue. The bonds may be
issued as secrial bonds payable in annual installments or as term
bonds or as a combination thereof. Tlhe 'notes and bonds shall
bear interest at such rate or rates, be in such denominations of
five thousand dollars ($5,000) or more, have such registration
privileges, be executed in such manner, be payable in such medium
of payments and at such terms of redémption as such resolution or
resolutions may provide. Ihe notes and bonds of the authority
may be sold by the authority at public or private sale, at such
price or prices as the authority shall dstermine.

(e) Any resolution or resolutions authorizing any notess or
bondss or any i1ssue thereofs may contain provisionss which shall
be a part of the contract or contracts with the holders thereof,
as tos t

(1) Pledging all or any part of the revenues of the author-
ity .to secure the payment of the notes or bondss or of any issue
thereofs szject to such agreements with notehclders or bond-
hclders as may thén exists

(2) Pledging all or ahy part of the assets of the authority,
including mortgages and obligations securing the sames to secure
the payment of the notes or bondss or of any lissue thereof,
sub ject to such agreements with noteholders or bondholders as may
then eaxist;

(3) The wuse and disposition of the grosé income from mort-
gages owned by the authority and the payment of principal of
mor tgages owned by the authoritys

(4) The setting aside of reserves or sinking funds and the



regulation and disposition thereof;

(5) Limitations on the purpose to which the proceeds of sale
of-notes or bonds may be applied and pledginyg such proceeds to
secure the payment of the notes or bonds or of any issue thereor;

(6) Limitations on the issuance of additional notes or
bonds; the terms upon which additional notes or bonds may be
issued and secured; and the refunding of outstandiﬁg or other
notes or bonds;

(7) The procedure, if any, by which the terms of any con-

tract with noteholders or bondholders may be amended or abro-—

gateds the amount of notes or bonds the holders of which must
consent theretos and the manner in which such consent may be
givens

(8) Limitations on the amount of moneys to be‘ expended by
the authofity for operating eXpenseg of the authoritys;

(9) Vesting in a trustee or trustees such property,'rights,

powers and duties in trust as the authority may determine, which

~may include any or all of the rights, powers, duties of the

trustee appointed by the bondholders pursuant to this act and
limiting or abrogating the right of the bondholders to appoint a
trustee under this act or limiting the rights, bowers and duties
of such trustees; |

(10) Defining the acts or omissions to act which shall con-—
stitute a default in the obligations and duties of the autnority
to the holders of ths notes or bonds and providing for the rights
and remedies of t%e holders of ths notes or bonds in the event of
such deTault, including as a matter cf right the appointment of a
receivers except that such rights and remedies shall not be
inconsistent with the general laws or the state and the other
provisions of this act; and -

(11) Any other matters of like or dirfergnt character, which
in any way alfect the security or protection of the holders or
the notes or bonds. \

(1) Any pledge of ravenuas or assets nade by the authority

shall be valid and binding from the time when the pledge is mades;



the revenuesy or assetssy so pledged and thereafter received by
the authority snall immediately be subject to the 1lien of such
plédge without any physical delivery thereof or further act.

(g) Neither the members or the director of housing as secre-
tary of the authority nor any other person executing such notes
or bonds shall be subject to any personal liability by reason of
the issuance thereof.

(h) Bonds or notes may be issued under t%e provisions of
this act without obtaining the consent of any department., divi-
sions commissions board, bodys bureau or agency of the statei and
without any other proceedings or the'happening of any conditions
or things other than those procesasdingss conditionss or things
which are specifically required by this act and‘by the provisions
of the resolution authcerizing the issuance of sﬁch Bonds or notes
or the trust agreement securing the Same.

(i) The authoritys subject to such agreements with
noteholdsrs oy bbndholders as may then exist, shall ha?e POWET ,
cut of any funds available therefors to purchase notes or bonds
of the authoritys which shall thereupon be cancelled, at a price
not exceedings:

(1) The redemption price then applicable plus accrued inter-
est to the next interest payment thereon; if the notes or bonds
are then redeemables or

.(2) The redempticn price applicable on the first date after
such purchase wupon which the notes or bonds become subjesct to
redemption plus a;crued interest to such date, if the notes or
bonds are not redeemable.

(j) In the discretion of the authoritys any obligations
1ssued Qnder this act may be secured by a trust indenture or
trust indentures by and between the authority and a corporate
trustees which may be any trust company or bank having the power
of a trust company within or without thé state. Such trust
indenture may contain ﬁuch provisionﬁ or protection and enrorc-
ing the rights and remedies of the holders of such obligation as

may ne reascnable and proper and not in violation of law, includ-
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ing covenants setting forth the duties of thelauthority in rela=
tion to the exercise of its corporate powers and the custody.
safeguarding and application of all moneys. The authority may
proﬁide by such trust indenture for the payment of the proceeds
of the bonds and the revenues to the +trustee wunder such trust
indenture or other depositorys and for the method of disbursement
thereofs with such safeguards and restrictions as it may deter-
mine. All expenses incurred in carrying out such trust indenture
may be treated as part of the operating expenses of the author-
ity. Such trust indenture may limit or abrogate the right of the
holders of any bonds, notes or other obligations of the authority
to appoint a trustes under this act or limit the rights, powers
and duties of such trustee.

(k) Whether or not the notes and bonds are of such form and
character as to be negotiable instruments under the provisions of
chapter 84 of the Kansas Statutes Annotated, and amendments
theretos the notes and bonds are hereby méde negotiable instru-

!
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ments within the meaning oi for all the purposes of chapter

&4 of the Kansas Statutes Annotateds and amendments thereto,
subject only to the provisions of the notes and bonds for regis-—
tration.

(1) In cése any of the members; di}ectof of housing as
secretary or officers of the authority whose signatures appear on
any notes or bonds of coupons shall cease td be such members,
director or officers before the delivery of such notes or bondss
such signhatures éhally nevertheless, be valid and sufficient for
all purposess the same as if sucn memberss director or officers

had remained in office until sucn delivery,

Sec. 10. Heserve Tunds _and arnronriations. (a3) The author-

ity may create and establish Ena or more special funds, herein
refterred to as Yobond reserve funds." and shall pay into =ach such
bond reserve fund (1) any moneys appropriated and made avallable
by the state 7Tor the purpose of such fund, (2) any proceéds or
sale of notes or bonds to the extent provided in the resolution

or resolutions of the authority authorizing the issuance thereof



and (3) any other moneys which may be available to the authority
for the purpose of such fund from any other source or sources.
All moneys held in any bond reserve fund, except ‘as hereinaf ter
provided, shall be used, as required, solely for the payment of
the principal of bonds secured in whole or in part by such fund
or of the sinking fund payments with respect to such bonds, the
purchase or redemption of such bonds, the payment of interest on
such bonds or the payment of any redemption premium required to
be paid when such bonds are redeemed prior to maturity. Honeys
in such fund shall not be withdrawn therefrom at any time in such
amount as would reduce the amount of such fund to less than the
bond reserve fund requirement established for such fund, as here-—
inaftier provided, except for the purpose of making, with respect
to bonds secured in whole or in part by such fund, payment when
dues of principals interests redemption premiums and any sinking
fund payments with respect to such bonds. Any income or interest
earned bys or incremental tos any_bondlreserve fund due to the

tment thereof or by reason of any excess above the bond

e
o
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reserve fund requirement may be transferred by the authority to
other funds or accounts of the authority to -the extent such
transfer does not reduce tha amount of the applicable bond
reserve fTund below the bond reserve fund Krequifement for such
fund.

. (b) The authority shall not at any time issue bonds, secured
in whole or in part by a bond reserve fund if upon the issuance
of such bonds the-amount in such bond reserve fund will be less
than the bohd reserve fund requirement Tor such fund, unless the
authority at the time of issuance of sucnh bondss shall deposit in
such fund from the proceeds of the bonds issuedy or from other
sourcess an  amount which, toge%her with the amount then in such
fund, will not be less than the bond reserve fund requirement ror
such fund. For the purpeses of this sectioﬁs the term ‘bond
reserve Tunid requirement" shall mean, as of any particular date
ol computation: an amount, as determined in the resolutien or

resolutions of the authority authorizing the issuance of bhonds



with respect to which such fund is established, egqual to not more
than the greatest of the respective amounts, Tor the current ar
any _single future fiscal ycar of the bonds of the authority, of
anhual debt service on the bonds of the authority secured in
whole or in part by such fund, such annual debt service for any
fiscal year being the amount of money equal to the aggregate of
all interest and principal payable on such bonds during the
fiscal year, calculated on the assumption that all such bonds
are pald at maturity or-if any amount of such bonds is required
to be redeemeq on any earlie? date by operation of a sinking
funds then on the assumption that such amount of bonds is
redeemed on such earlier date and that such amount is consideread
principal payable on- such bonds during the year they are to be
redeemed for purposes of this calculation.

(c) To assure the continued oﬁeratiqn and solvency of the
authority for the carrying out of its corporate-purposes, provi-
sion is made in parégraph (a2) of this section for the accumula-
tion in each bond reserve fund provided for therein of an amount
equal to the bond reserve Tund requirement for such fund. In
order to assure such maintenance of the bond reserve funds, the
chairman of the authority shall annually, on or before September
15 make and deliver to fhe @overnor and\to the legislative co-
ordinating <council such chairman’s certificate stating the
amounts 1f any: %equired to restore each bond reserve fund to the
bond reserve fund requirement for such funﬁ. The governor shall
submit to the legislature‘ in the next succeeding budget the
amount,y 1f any, reqguired to restore'eaéh bond reserve fund to the
bond reserve fund reguirement for such fund, Any amounts:appro—
priated by the legislature and paid to the authority pursuant to
this section shall be deposited by the authority in the appli-
cable bond reserve. fund,

(d) All amounts paid over to the anthorify by the state pur-
suant to the provisions ol this section shall constitute and be
accounted tror as -advances by the state to th2 authority ands

subject to the rights of the holders of any honds or notes ol the



authority.theretofore or thereafter issued, shall be repaid to
the state without interest from all available operating revenues
of the authority in excess of amounts required for the payment of
bondg; notes or of the authoritys the bond reserve fund amd‘oper—
ating expenses.

Sec. ll. Refunding bonds or notes. The authority may - pro-

vide for the issuance of refunding obligations for the purpose of
refunding any bonds or notes then cutstanding which have been
issued under the provisions of this act, including the payment of
any redemption premium thereon and interest accrusd or to accrue
to the date of redemption of such bonds or notes. The issuance of
such bonds or notess the maturities and other details thereof,
the rights of the holders thereof, and the rights, duties and
obligations of the authority in respect of the same shall be gov—
erned by the provisions of this act which relate to the issuance
of bonds or notes, insofar as such provisions may be appropriate
therefor. Refunding bonds or notes issued may be sold or
exchangeﬂ Tor outstanding bonds or notes issuad wunder this act
ands if sold, the proceeds thareof may be applied, in addition to
any other authorized purposess to the purchase, redemption or
payment of such outstanding bonds or notes.

sec. 12. Remedies of bondholders anﬁ notenclders. {(a) In

the event that the authority shall default in the payment of
principal of or interest on any bonds or notes issued under this
act after the same shall become due, whether at maturity or upon
call for redemption, and such default shall continue for a period
of thirty (30) days, or in the event that the authority shall
fail or refuse. to comply &{th the provisions of this act, or
shall default in any agreement made with the holdars of twenty—
Tive percent (25%) in aggregate principal amount of the bonds or
notes of sucn issue then outstanding, by instrument or instru-—
ments riled in the office of the secretary of ‘state and proved or
acknowledged 1in  the same manner as a deed to be recorded, the
holders of such bonds or notes may appoint a trustee to represant

them ror-the purposes herein provided,
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(b) Such trustee mays and upon written request of the hold-
ers of 1twenty-five percent (25%) in principal amount of such
bonds or notes then outstanding shall, in such trustee’s own
naméQ

) Enforce all rights of the bondholders or noteholders,
including the right to require'the authority to collect interest
and amortization payments on the mortgages held by it adequate to
carry out any agreement as to,» or pledge ofs such'interest and
amortization payments, and to require the authority to carry out
any other agreements with the holders of such bonds or notes and
to perform its duties under this acts

(2) Enforce all rights of the bondnolders or noteholdars,
including the right to collect and enforce the payment of prin-
cipal of and interest due or becoming duz on loans to lending
institutions and collect and enforce any righits in respect to
collateral seturing such loans or sell such collateral, so as to

£

carry out any contract as tos or plédge of revenuess, and to
require the authority to carry out and perform its Juties under
this acts

(3) Bring suit upon all or any part of such bonds or notess

(4) By action or suit, require the authority to account as
if it were the <{rustee of an express t?ust for the holders of
such bonds or notess

(5) By action or sult, enjoin any-acts or things which may
be uhlawful or in vioclation of the rights of the holders of such
bonds or notess

(0) Declare all such bonds.or notes due and payables and if
all deraults shall be made 'qood then with th2 consent of the
holders of twenty-five percent (25%) of the principal amount of
such bonds or notes then outstanding, to annul such declaration
and its conseguences.

(c) Such trustee shalls in addition to the foregoings, have
and possess all the powers nacessary ‘or arpropriate rYor the exer-
cise of any Tunctions specifically set forth herein or incident .

to the general representation of hondholders or noteholders in
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the enforcement and protection of their rights.

(d) Before declaring the principal of bonds or notes due and
payable, the trustee shall first give thirty (310) days” notice in
wrifing to the governors to the authority and to the attorney
general of the state.

(e) The district court of Shawnee county shall have juris-
diction of any suit, action or proceeding by th? trustee on

behalf of bondholders or noteholders.

" Sec. 13. Alteration of rights of bondholdears and

noteholders. The state does hereby pledge to and agree with the

holders of any notes or bonds issued wunder this act that the
state will not 1limit or alter the rights hereby vested in the
authority to fulfill the terms of any agreements made with the
said holders thereof or in any way impair the rights and remedies
of such holders until such notes and bonds, together with the
interest thereon, with interest on any unpaid installments of
interests and all costs and expenses‘ in connection with any
action or proceeding by or on behalf of such holders, aré fully
met and discharged. The authority is authorized to include this
pledge and agfeemenf of the state .in any agreement with the hold-

ers of such notes or bonds.

Sec. l4. Credit of state not nledayed, PRevenue bonds issued

under tﬁe provisions of this act shall not be deemed to consti-
tute a debt of the state or of any political subdivision thereof
or a pledge of the faith and credit of the state or of any such
political subdivision thereofs but all such bonds shall be pay-
able solely from the revenues and assets of the authority. All
such revenue bonds shall contain on the rface thereof a statement
to the effect that neither the state nor the authority shell be
cbligated to pay the same or the interest thereon except from
reventies and assets of the authority and that neither the faith
and credit nor the taxing nower or the state or of any political
subdivision thereof is pledjed to the payment of the principal of

or the interest on such bhonds.

Sec. I1b. pNotes and bonds as legal _investments. The notes



and bonds of the authority shall be legal investments in which
all pubiic officers and public bodies of the states its political
subdivisionss all municipalities and nmunicipal subdivisions, all
insurance companies and associations and other persons carrying
on an insurance businesss all banks, bankerss banking insti-
tutions including savings and loan associations: building and
loan associationss trust companiess, savings banks and savings
associations’ investment companies and other persons carrying on
a banking business, all administratorss guardians, executors.
trustees and other fiduciariess and all other persons whatsoever
who are now or may hereafter be authorized to invest in bonds or
in other obligations of the state, may properly and legally
invest fundss including capital, in their control or belonging to
them. The notes and bonds are also hereby made securities which
may properly and legally be depoéited with and recelved by all
public officers and public bodies of the state or any agency or
political subdivision of the state and all municipalities and
public corporations for any purpose for which the depecsit of
bonds or other obligations of the state is now or may hereafter
be authorized by law and shall be. eligible as cellateral with
respect to state moneys required to be collateralized.

Sec., 6. Annual reports. (a) The au{hority shally promptly
following the close of each fiscal year, submit an annual report
of its activities for the praceding year to the governor., state
treasurer and the legislative coordinating council. £Each such
report shall set forth: (1) a complete operating and financing
statement of the authority during such year, (2) an analysis of
current housing nesds in the states (3) a statement of the
authority’s proposed and projected activities to meet such hous-
ing needs and (4) any recommendations that the authority deemns
necessary. Lhe annual report shill identify performance goals of
the authority and shall clearly indicate the extent of proaress
in attaining those goals during the preceaing year.

(b) At the close of each fiscal year, the authority shall

ascertain the percentage of the total housing units I'inanced pur-
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suant to this act during the preceding year which are occupied by
or available to low income families. If such percentage is less
than twenty-five percent (25%), the authority shall recommend, in
its énnual reports such legislation or other action as may be
required to make at least twenty percent (20%) of such units
available to low income families.

(c) The authority shall cause an audit of 1its books and

accounis to be made at least once in each fiscal year by & certi-

fied public accountant.

Sec. .17. Authorization to accent anprorriated monevs. The
authority is authorized to accept such moneys as may be appropri-
ated from time to time by the legislature for =ffectuating its
purposes under the provisions of this act including, without
limitations the payment of the initial expenses of administration
and operation and the establishment of reserves or contingency
funds to be available for the payment of the principal of and the
interest on any bonds or notes of the authority. |

Sec, 18, Tax exemption. The exercise of the powers granted

by this act will be in all respects Tor the benefit of the people
of the states for the increase of their commerce and prospsrity.
and TtTor the improﬁement of their health and living conditionss
and the authority shall not be required %o pay any taxes or
assessments upon any property acquired or used by the authority
under the provisions of this act or upon the 1income thersfrom,
and any bonds issued under the provisions of this act. their
transier and the income therefrom (including any profit made on
the sale therecf) shall at all times be TIrees Irom taxation within
the state.

Sec. 19. Liberal _construction. Neither this act nor any-

thing herein contained is or shall be construed as a restriction
or limitation upon any powers which the authority might otherwise

have under any laws of thes states, and this act is cumulative to

any such powers. lhis act doss and snall be construed te provide
0 connletes additionals and alternative method for the doiniy of

tihe things authorized thereby and shall be regarded as supple-
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mental and additional to powers conferred by other laws. Ho pro-
ceedingss notice or approval shall be requireog for the 1issuance
of any bondss notes and other obligations or any instrument or

security therefor., except as is provided in this act.

Sec. 20. Inconsistent nrovisions in other laws

superseded. Insofar as the provisions of this act are incon-

sistent with the provisions of any other law. the prouvisions of
this act shall be controlling. |

Sec. 21. Qeparability. If any clause, sentence, paragraph,
section or part of this act shall be adjudged by any court of
competent jurisdiction to be invalid, such judgment shall not
affect, impairs or invalidate the remainder thereofs but shall be
confined in 1its operation to the clauses sentesnces paragraphs
section or part thereof directly involved in the céntroversy in

wvhich such judgment shall have been-rendered.

Sec. 22. Conflict of _interest. ~Notwithstanding any other
law to the contrarys it shall not be or cénstitute a conflict of
interest for an officer or employee of any financial institution:
investment banking firms brokerage firms commercial bank or trust
companys architectural firm., insurance company or any other firm,

erson or corporation to serve as a member of the authority. If

any member of the authority shall be interested either directly

or indirectlys or shall be an officer or employee of or have an

ownership interest in any firm or corporation interested directly
or indirectly in any contract with the authoritys such interest
shall be disclosed to the authority and shall be set forth in the
minutes of the authority and the member having such interest
therein shall not participate on behalf of the authority in the
authorization of any such contract.

Sec. 23. Effective date. TIhis act shall take effect and be

in force from and after its publication in the official state

Daper.



Interview

Rental subsidy—that's the latest program
1o help provide homes for low-income fam-
ilies. Secretary Hills came to the magazine's
conference room for this report on the many
ways the Government offers housing aid.

€L Sccretary Fiills, what is this new federal program—the
rental-subsidy plan—that your Department has begun, and
how dees it work?

A In simple terms, we are trying to make housing avail-
able to more people with low incomes by subsidizing part of
their rent with Government funds. This program has a
rather forbidding title. It is known as the Section 8 Housing
Assistance Payments Program, authorized by the Housing
and Community Development Act of 1974. It works like this:

We require a participant in this program to pay from 15 to
25 per cent of the family income for rent, and then we pay
the difference between that amount and the family’s total
rent—at the fair market rate. The money is paid directly to
the Jandlord.

€ Who is cligible for this rental subsidy?

A A household whose income is 80 per cent or less of the
median income for families in that arca.

Q. How many would qualify under that test?

A Probably about 27 million households.

With Carla A. Hills,
Secretary of Housing and Urban Development

Q. How many people woure 27 mil-
lion houscholds include?

A We figure an average of zhout 2.6
persons per houschold.

Q. So 27 million households would
mean apout 70 million people. That’s
about one third of the country’s total
population—

A But fur from all of these families
who are eligible on the basis of income
will opt for a rental subsidy. Some of
them are living in their own homes.

Q Do you have enough money to
finance all these people who mighi ap-
ply for rental subsidies?

A No. At the present time we have
appropriations to handle 400,000 fam-
ilies for fiscal year 1976 [which began July 1, 1975]. And in
fiscal year 1975, we handled over 90,000 contruct reserva-
tions—meaning that we have reserved money for that many
houses or apartments, very often with State housing-finance
agencies, so they can count on it i they go forward as they
propose. There may be some f{allouts.

Congress is eventually going to have to decide how broad
it wants this program to be.

@ Do you have any idea what the average rental subsidy
might be under this program?

A We tentatively project an average subsidy for a family
in an existing structure to be about $1,80G0 a year, and for a
farnily in a newly constructed dwelling to be about 83,200 a
year.,

Q Can you give us an indication of how much a family
might earn and still be eligible for vent subsidy if it lived in
an affluent area? Take, for example, Mopteomary Caunty,
Md., just outside Washington—one of the nation’s maost
affluent counties. Could a family there making as 1uch as,
say, $14,000 get help under this program?

A Income limits are established for an entire housing-
market area. In this case, it comprises the District of Colum-
bia and Virginia and Maryland suburbs, including Montgom-
ery County. The median income for this area is now
$18,100—80 per cent of which is §14,500.

So the answer is “Yes.”

Q. Can a family rent from just any fandlord?

A The landlord must have agreed to participate in the

WHAT U.S. SPENDS
TO HELP PEOPLE
BUY OR RENT

The US. Government spent or
helped make available more than 15
billion dollars in the last year to en-
able about 9.4 million families to buy,
rent or build housing.

Those families include an estimat-
ed 25 million persons. This means,
roughly, that one out of every nine
Americans received some kind of
housing aid—either in grants or loans
or some other form of subsidy fi-
nanced by the nation’s laxpayers.

These [igures, for the fiscal vear

ending last June 30, come from the
U.S. Department of Housing and Ur-
ban Development. This vast housing
aid was provided by several federal
agencies through numerous and var-
ied types of programs.

The Veterans Administration was a
major source of assistance. It made
available 8.1 billion dollars for hous-
ing to about 300,000 families through
direct and guaranteed-loan programs
and a special program for disabled
veterans.

The Farmers Home Adiministration
handled loans of more than 2.2 hil-
lions to help more than 100,000
houscholds build, buy or improve
housing and to construct rental apart-
ments in rural areas,

HUD gives housing aid throngh

such a wide variety of programs it is
hard to calculate the total yeurly cost.

Included in its spending last year
was about 2.1 billion doliars in
housing-assistance payments for 2.1
million units of subsidized housing.

HUD has oulstanding mortgage-
insurance contracts for more than 5
million single-family homes and 1.5
million units of multifamily dwell-
ings—with mortgage balances total-
ing 84.4 billion dollars.

Its  mortgage-purchase-assistunce
programs have committed HUD to
buy more than 12 billien dellars’
worth of low-interest morlguges for
buyers of more than 400,000 units.

Now, on top of all this, HUD is
adding a new rental-subsidy plan, the
costs of which are still unknown.

Copyright @ 1975, U.S. News & World Report, Inc.
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INTERVIEW ON HOUSING SUBSIDIES

[continued from preceding page]

program. We work through the public-housing authorities
who have found landlords who want the permanent stream
of income from the federal subsidies, who are willing to
comply with our fair-housing requirements and subject their
property to inspection to insure that it is and will remain
“decent, safe and sanitary.”

@ Does your program cover new construction as well as
existing housing?

A Yes. Of the units signed up for in fiscal year 1975, about
58 per cent were for existing housing and 42 per cent for
new construction and substantially rehabilitated units. But
much of the existing housing is also undergoing rehabilita-
tion for use in the rental-subsidy program.

Q. How have landlords and developers responded to this?

"A T wouldn’t be candid if I didn’t tell you that builders
have indicated a preference for construction over rental
subsidies. There is some resistance to the rental subsidies
from all quarters, partly I think because it is a new program.
Nobody knows yet precisely how it will work.

Q. What are the advantages of this new program over the
old programs which stressed financing of new construction?

A First, it permits us to assist the very-low-income people
whom we would not assist before. Second, it may prove less
expensive than the old programs of subsidizing housing,
particularly where we are addressing the same income
levels.

But what really excites me is the effect it could have in
revitalizing inner cities. The use of existing housing enables
us to bring people back into the inner cities.

The era of building ring upon ring of dwellings around the
city enticed the people out and robbed the cities of their tax
bases. Then, in a period of hard times as we have just
experienced, the poor who are left in the cities make greater
and greater demands upon social services—and there is no
tax source upon which to draw.

I think the time has come to appreciate and to use the
valuable existing housing inside our cities. In addition to our
housing stock, we have valuable supportive assets such as
roadways, utilities and sewers—already built. It is extremely
wasteful to ignore those assets and to build new housing in
new areas.

By attracting middle-income people back to the inner
cities and by subsidizing lower-income persons to enable
them to obtain decent shelter permits a better mix of
families. The rental-subsidy law tries to encourage a range of
income mix. Indeed, the statute specifies a preference for
having about 20 per cent of the units in a nonelderly, multi-
family housing project subsidized and 80 per cent not
subsidized—that is, occupied by people who can afford to
pay the full market rent.

Q. Has any rehabilitation or new construction actually
begun under this program?

A Some rehabilitation may be under way, but as for new
construction, I do not think one shovel has gone into the
ground yet. We are only at the threshold of this program.

Q. Aren’t you also experimenting with another type of
rental subsidy—a direct allowance for housing?

A Yes. We have a 200-million-dollar experiment at 12
different sites. We give money directly to the family instead
of to the landlord and let the family find its own housing.

& How big are the allowances, and how are they decided?

A It's on a basis similar te the rental subsidy—a compari-
son of incomes with an area median. They pay part of their
housing costs, and we pay the difference. But this program is
only a study of the feasibility of direct housing allowances
and is still in the experimental stage.

58

Q. What other pro-
grams does the Govern-
ment have to provide
more housing?

A The Covernment
National Mortgage Associ-
ation has agreed to pur-
chase in the past 16
months about 16 hillion
dollars’ worth of mort-
gages bearing interest
rates below the market
rate. This is a major subsi-
dy program.

It  isnt a  home-

Carla A. Hills is the
third woman ever to
become head of a Cabi-
net depariment. She
took office on March
10 as Secretary of
Housing and Urban De-
velopment. Earlier, she
was a lawyer in Los An-
geles, then headed the
Justice Department’s
Civil Division. Her hus-
band, Roderick, is a
White House counsel.

ownership subsidy like
the old 235 program
where we would pay all of
the debt service except 1
per cent of the interest on
a home mortgage. The interest subsidy is less, but it can assist
far more home purchases at less cost, and it certainly can
provide assistance to build new housing units.

We figure the mortgages purchased average about $30,000
per mortgage, so we are talking about a half-million mort-
gages that the Government is helping to finance. That is a
tremendous subsidy program to assist people. to obtain a
mortgage carrying interest below the market rate.

Q. How much of that mortgage-purchase money will go
into multifamily dwellings?

A We don’t know yet because the authorization to pur-
chase conventional mortgages for multifamily dwellings was
just added on July 2. That was one of the recommendations
President Ford made.

0. What has happened to vour program for the elderly?

£ If you mean the so-called 202 program, it is still in
effect. It provides low-interest construction loans to sponsors
of nonprofit housing for the elderly.

But what we’ve tried to do, because of the quantity of
money in the program, is to let 202 provide only construc-
tion financing with the long-term subsidy provided in our
new rental-assistance program. I foresee Section 202 being
fully implemented on this basis by the end of September.

Q How many units do you expect to finance?

A About 8,000. The amount in the program was about
215 million dollars, which works out to about 8,000 units. But
instead of putting the money out for 40 years on mortgages
and assisting 8,000 units, you can get a rollover of the same
quantity of funds and do more for the elderly by financing
construction where the money is paid back in 18 months to
two years.

It was anticipated that the 202 construction program
would back up the rental-subsidy program, which would
provide security for the permanent financing. But we are
getting some resistance on that. There is considerable skepti-
cism as to whether this new back-to-back program will work.

€ What has happened to all those old housing programs
that we used to hear so much about?

A One program, the so-called 235 home-owrership pro-
gram for lower-income persons, provided a subsidy for
home-ownership where we would pay all of the debt service
except for 1 per cent interest on a mortgage. We are still
paying on those mortgages, though we are not extending the
program to any new units.

Q. Why not?

A 1t created such frustrations. The costs of being a home-
owner are high. So, even with a heavily subsidized mortgage,
raany low-income people found that they could not afford to
maintain a house. If the heating system went out or the

U.S5. NEWS & WORLD REPORT, Sept. 8, 1875
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plumbing backed up, they did not have enough money to
call a repairman. In some cases, they abandoned the homes
or vandalized them in sheer frustration.

I think that experience is what caused the Congress and
the Administration to gravitate toward providing subsidy on
a rental basis for the low-income person. Another old pro-
gram was the 236 mortgage-subsidy program whereby the
Government would subsidize the interest on a multifamily
mortgage down to 1 per cent, and the tenant in that project
would pay rent that constituted his share of the debt service
at his very low interest rate plus his share of operating costs.

Now, when operating costs were low, low-income renters
could be assisted. But when operating costs skyrocketed,
those costs had to come out of the tenant’s pocket because
the {federal subsidy covered only the debt service. Thus, the
program reguired the tenant beneficiary to have an ade-
quate income to pay the debt service at the 1 per cent
interest and his share of rapidly escalating operating costs.

We've got a large inventory of 236s we've taken back
because the people couldn’t handle those cosis. Also, we
found an inequity in that we were benefiting families who
had perhaps $5,000-to-$7,000 income, but we could not

. serve the person who had very little or no income.

Q. Didn’t publie housing fill the need of the very poor?

- A To a certain extent. But, at best, public housing is only
available to some in some geographic areas. Then there was
this additional drawback:

Public housing often tends to compound problems of the
very-lowest-income people by aggregating those problems in
one confined location: crime, unemployment and the like.
Where you have these high-rise dwellings with a high
concentration of low-income families, you can create a new
ghetto. I think that experiences such as those with the Pruitt-
Igoe public-housing complex in St. Louis made us think that
there had to be a better way to do it.

G What happened to Pruitt-Igoe?

A The entire project is being demolished. The problems
there were just too immense.

G Is there 2 housing deficiency today—a lack of enough
dwellings to house all our people?

A There may be enough existing housing to handle our
needs at the moment, but many think that we are not
building fast enough to meet future needs.

Q Why are we not building fast enough?

A T think that the downturn in the housing industry right
now is one of mixed causes: 2 lack of consumer confidence, a
fear of unemployment, high interest rates and rapidly rising
costs of building.

Q. Why have new houses become so expensive?
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A Primarily because of the inflationary pushes tna. we've
suffered with for the past couple of years.

One cost increase is land, which has increased 62 per cent
since 1971. Labor cost is an element, but it has not inflated as
much as land, rising only 39 per cent since 1971. The other
increases in costs since 1971 were financing, up 148 per cent;
materials, up 36 per cent; overhead, up 54 per cent, and
marketing, up 73 per cent.

Q. Xasn’t existing housing gone up in price almost as fast
as new housing?

A Ixisting housing has gone up in price, but there is still a
considerable difference between prices of new and existing
housing. And rental costs, surprisingly enough, have gone up
very little.

& Why haven't rising costs of housing been reflected in
equally higher rents?

A Economists aren’t really sure why. But when you are
using existing stock you do not have the same costs as when
you're building new stock. And rentals lately have covered
much more existing than new housing because people have
been reluctant to build multifamily dwellings.

Q. Why this reluctance?

A Besides the high cost of mortgages, there are local rent
controls, moratoriums on new sewer connections in some
localities, a lack of confidence among lenders, fear of what
happened to real-estate investment trusts—a whole host of
factors. New starts are down far more drastically in multifam-
ily rental buildings than in the single-family sector.

Q. Have rental vacancies decreased as a result?

A No. Interestingly, they have not. Vacancy rates, on a
national level, are above 6 per cent. This is a higher figure
than in 1972, when vacancies ran about 5% per cent.

Unfortunately, our data is scanty. It really needs to be
refined down to what sort of housing market you are
discussing. Are the vacancies for lower or moederate-income
people; or in vacation-type dwellings, either condominiums
or rental-type, in such beach areas as Fiorida and California;
or in housing that was developed out of the mass-production
philosophy of 19727

For the first time, HUD is sponsoring, along with the
Census Bureau, an annual housing survey which will heip
answer some of these questions which I regard as very
important.

€ You say we are not building encugh new housing. How
much is being built—and how much should be built?

A Last year, in 1974, we had fewer than 1.4 million new-
housing starts, That was down from something less than 2.4
million in 1972. We are estimating no more than 1.3 million
in 1975. What I would like to see, for a healthy housing
industry, is a range of from 1.8 to 2.2 million starts a year.
That would be a healthy average, over a long term. We
should try to limit the big swings, up and down, in both the
housing industry and in the mortgage-credit market.

Q@ Is the home-building industry big and important
enough in our cconomy that a depression in home building
tends to be self-perpetuating?

A We've usually seen the home-building industry lead us
out of depressions. It’'s been the bellwether. But I think we
have a factor now that hasn’t been present in past depres-
sions. That factor is a tremendous lack of consumer and
lender confidence. I think that factor, as much as any, is
causing the lag in home building. I don’t think you're going
to find the home-building industry getting out in front this
time. And it happens to be the industry which reacts most
unfavorably to inflationary pressures.

Q. What can the Federal Government do that would have
the greatest effect in bringing down the cost of housing?

A Getting the economy under control would have a most
significant impact. [END]
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Sec. 8-265b. Tax Exempt Status Of Authority. Payment
in Lieu of Taxes. .

The real and personal property of the authority,
and its income and operations, shall be exempt from taxa-
tion by the state and any political subdivision thereof, ex-
cept that the authority shall make payments in lieu of taxes
on real and personal property it acquires in any project in
an amount equal to the taxes that would be paid on such
property were the same not exempt from taxation here-

.under, unless agreement is reached with 2 municipality

‘for payment of a lesser amount. The authority shall have
the same right of appeal from any assessment made on

-real and personal property as any person. In the event

| the authority acquires real or personal property in a proj-

i ect the authority shall succeed to the interests of its pre-
~decessor in title in any agreement concerning the abate-
ment of taxes on the property. (1972, P.A. 208, S. 10.)
Effective May 18, 1972.




