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Morning Session

The meeting was called to order by the Chairman, who
distributed a report on the Committee proposals which he had
prepared for his own information. (Attachment No. I).




It was moved by Representative Cooper and seconded by
Representative Feleciano that the minutes be adopted after the
correction of a typographical error on page 6. Morion carried
without dissent.

Mr. Mills was asked to discuss the proposed Committee
recommendations concerning Proposals No. 17 and 19 (Attachment
No. II). He reminded the members that instructions to staff had
been to combine these two proposals since they were closely re-
lated. Mr. Mills explained that the only change from the pre-
viously recommended report was on page 8. Mr. Mills was asked to
briefly go through the entire Committee report, which he did. A
member suggested that on page 7, second paragraph, the statistical
information regarding minorities in state employment should be
expanded to show the total state population and the percentage
of whites, blacks, Mexican American, and Indian. He suggested
just using employment figures does not give a true picture. Mr.
Corona stated that there are 46,000 Mexican Americans in the State
of Kansas. It was moved by Representative Ungerer and seconded
by Senator Wilson that the appropriate language be developed by
staff concerning the state population and a break-down as to
percentages, and that such information be added at the bottom
of the first paragraph on page 7. Members expressed the opinion
that this would be meaningless insofar as inequities in opportuni-
ties are concerned; that there are numerous agencies and depart-
ments which have no minorities at all, and some which have no
females at all; and that this would be getting back to quotas
which some members felt was not proper.

The Chairman pointed out that this is not a part of the
Committee recommendation but only a resume of the testimony which
was presented. One member pointed out that these statistics merely
condense the more complete statistics on the following page.

Representative Feleciano offered a substitute motion to
strike all of the first paragraph on page 7, beginning with the
word "As''. Motion was seconded by Representative Anderson and
lost 2 yes to 6 no. ‘

Representative Ungerer and Senator Wilson agreed with
Representative Feleciano that the previous motion could include
language which would show statistics that indicate what percentage
of the agencies have no minorities. Upon vote, the motion carried

6 yes to 1 no. Staff was instructed to compile the appropriate
figures.

Representative Anderson moved that the information in-
clude some of the material from the EEO data which indicates that
several departments do not hire females or minorities, and also
include the percentages; and to also include something about the
promotional practices. Motion was seconded by Senator Wilson and
carried without opposition.

Continuing with the Committee report, Mr. Mills noted
that under "Recommendations', it was the feeling of the Committee
that the Affirmative Action Plan had not been in operation long



enough to evaluate and therefore, suggested reviewing its effec-
tiveness at a later time.

Members asked to return to page 7 and discuss the
statistics concerning female employees. It was moved by Represen-
tative Feleciano and seconded by Representative Anderson, that
the report incorporate the fact that males dominate four categories
in state employment (1) Administrative, (2) Technical; .

(3) Protective Services, and (4) Skilled-Craft, and that females
dominate in clerical jobs. Motion carried 4 yes to 2 no.

Senator Booth expressed concern about the lack of upward
mobility language in the recommendation, and moved that on page 10,
last paragraph, there be added in line 7 of the last paragraph
after the word "Plan" the following: "and the upward mobility of
minorities and females'". Motion was seconded by Representative
Feleciano and carried without dissent.

It was moved by Representative Feleciano and seconded by
Senator Booth that the report as amended be adopted. Motion
carried without dissent.

It was moved by Representative Morris and seconded by
Representative Slattery that the Chairman request staff to mail
the revised report to members and if there has been no dissent from
members within seven (7) days, the Chairman be authorized to sign
the report. Motion carried unanimously.

Copies of the proposed Committee report concerning
Proposal No. 20 were distributed (Attachment No. III). Mr. Mills
explained that the report had been tentatively approved at the
last meeting and there were a few minor changes to which he called
attention. The first change appears on page 5, under Conclusions
and Recommendations where the language was changed to indicate
that the Commission is carrying out its duties in an impartial
manner. There was some change in the language in the first
. paragraph of page 6, and after lengthy discussion regarding this
new wording, it was moved by Senator Booth and seconded by Rep-
resentative Feleciano, that the first sentence be ended with the

word "enforced" and that the second sentence be stricken. Motion
carried.

There was additional discussion about the last sentence
of the first paragraph on page 6, and it was moved by Senator
Booth and seconded by Representative Ungerer that all of the
sentence be stricken after the word "is" in the 9th line, and the
following inserted: supportive of the concept of the public's
right to know. Motion carried.

The Chairman urged that members not let their personal
feelings overshadow what was discussed when the Ethics Commission
appeared before the Committee.
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Mr. Mills mentioned that a technical change had been

authorized on the last page, and the bill which has been drafted
agrees with this report.

It was moved by Senator Wilson and seconded by Represen-
tative Morris that the report be adopted as amended: that it be
mailed to members and if there is no disagreement within seven (7)
days, that the Chairman be authorized to sign the report. Motion
carried unanimously.

The meeting was recessed for lunch.

Afternoon Session

The Chairman explained that, at the last meeting, some
changes had been authorized in the proposed Housing Finance Act
bill (Attachment No. IV), and asked Miss Torrence to explain
those changes before the Committee proceeded to consider the Com-
mittee report regarding Proposal No. 18 (Attachment No. V).

Miss Torrence explained that the first change occurs on
page 7(m) and is a clean-up change which includes construction
loans, and is needed to make the bill consistent. Also, there is
a similar change in (q) on the same page, and is simply a modifi-
cation of the terms. She suggested that there should be another

change made in subsection (p) and should read "bond holders or
lending institutions'. i}

On page 8(s) '"construction loans" was inserted to provide
for insurance. On page 10(d) in the last line, although it is
not in the draft of the bill, the last line should have clarifi-
cation. This is because at the top of that page, the power of the
Authority is referred to, and this would make it consistent.

On page 11, Section 8(d) there is a provision that the
Authority must find that the request has been made by the local
unit, and the Committee had requested that there be a requirement
in the case of individual requests which is provided for in the
last line. Miss Torrence inquired if the Committee wishes to re-
strict it to a single unit, and the Committee agreed it would not
wish to go beyond a single unit.

The next requested change appears at the bottom of page 22
and the top of page 23, where Miss Torrence explained she had left
out the bond tax exemption and had reinserted it in subsection (a)
on page 22. On page 23(b) the term "political subdivision" is new
language. It had previously been stated as "municipality" which
she felt was too narrow in view of previous Committee instructions.
This will allow the Authority to negotiate payments in lieu of
taxes.



There was extensive discussion concerning '"payments in
lieu of taxes" and once again concern was expressed about the
state owning property. The matter was eventually clarified to
the satisfaction of the Committee when they were reminded that
this would occur only in cases of foreclosure and only for a short
period of time, but that the pavment in lieu of taxes which is
negotiable, might be quite important to the community in which the
foreclosure occurred. '

A member inquired if the Attormey General had rendered
an opinion on this bill, and it was established that he has not
but that the Chairman will again make a formal request for such
opinion.

Miss Torrence stated that it was her recollection that
the Committee had voted to introduce the bill as a House bill,
but that this year the Legislative Coordinating Council will de-
cide where the bill will originate, but that they will probably
give consideration to the wishes of the Committee.

Mr. Mills proceeded to review the proposed Committee
report concerning Proposal No. 18. He stated that the material
on page 6 is not really a change from the last draft because until
the Committee had acted on the proposed bill, he had been unable
to draft the Conclusions and Recommendations which now appear. He
explained that he had summarized what he considered to be the most
important issues in the bill. Members once again raised the issue
of "moral obligation" and there was considerable discussion re-
garding this matter. The Chairman again agreed to request the
opinion of the Attorney General on this specific issue. '

It was then moved by Senator Reilly and seconded by
Senator Booth that the report be adopted. Motion carried by a
majority vote, with Representative Ungerer requesting to be re-
corded as voting in the negative.

Representative Feleciano, who had previously been author-
ized to file a minority report, distributed copies of his report
(Attachment No. VI). The Chairman agreed that this would appear
as an addendum to the interim Committee report.

The Chairman stated that this completes the charge for
the interim Committee, and thanked members for their participation
and assistance. Members expressed appreciation to the Chairman and
to the staff for the good manner in which the business had been
conducted. :

A motion was made by Senator Wilson that all revised
reports and the minutes be submitted to members as soon as possible,
and 1f there are no objections from members within seven (7) days,
the Chairman be authorized to sign same. Motion was seconded by
Representative Anderson and carried unanimously.

The meeting was adjourned.

Approved by Committee on: Prepared by J. Russell Mills, Jr.
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PROPOSALS Nos. 17 and 19

Short Title: Proposal No. 17 -- Sex-Based Inequities
in the State Classified Civil Service
and Pay Scale

Proposal No. 19 -- Treatment of Minority
Employees in State Government

The Special Interim Committee on Federal and State
Affairs, after due consideration, felt that Proposal No.
17, which deals with the supposed sex-based ineguities
in the state classified civil service and pay scale, and
Proposal No. 19, which deals with the treatment of minority
employees in state government, were very closely related
so these two proposals were handled as one; and the committee
report will combine these two proposals.

The committee, after considerable consideration and
testimony, came to the conclusion that there were ineguities
in both these areas. Two specific cases that prompted these
studies were examined in detail; and the state agencies
were interviewed at great length regarding their handling
of the situations regarding the employees who were being
affected. The committee felt that the state agencies
involved; namely, the Department of Social and Rehabilitation
Services and the Department of Transportation, were not at
fault in their handling of these particular situations.

During the interim, the Governor and his staff
as well as to the committee. The committee felt that this
was a step in the right direction and that adequate time
should be given to see if the plan is properly implemented
and if it does, in fact, help solve some of the problems
that are in existence.

Of major importance, however, is the recommendation
by the committee that the Coordinating Council appoint a
special committee to investigate the practices and procedures
of the State Department of Personnel. It was the feeling of
the committee that using this as a starting point, the
committee should work as long as need be to check out hiring
practices and so forth as they affect all state agencies.



PROPOSAL No. 18

Short Title: Proposal No. 18 -- The Kansas Housing
Finance Authority

The Special Interim Committee on Federal and State
Affairs voted to recommend the creation of a state housing
authority and the issuance of one hundred million dollars
in revenue bonds to finance the authority and make low-
cost funds available to low-income families both in rural
and metropolltan areas through existing lending institutions.

A great amount of concern was expressed by a number
of members of the committee that they in no way wanted the
State of Kansas to get in the business of direct lending
to any individuals; and, consequently, a great amount of
time was devoted to the drafting of a bill that would
alleviate all of the concerns that were expressed by the
different members of the committee. The recommendation
(and the bill) is not a unanimous decision by the committee,
but it does offer a better piece of legislation than HB 2612,
which was held over for study. There is still concern among
some committee members that a new bureaucracy might be
created with this proposal even though it calls for it
to be attached to the Department of Economlc Development
and is supposed to be self-supporting.

The committee is recommending that the new bill be
introduced in the House of Representatives by the Special
Committee on Federal and State Affairs.



PROPOSAL No. 20

Short Title: Proposal No. 20 -- Monitoring the
Activities of the Governmental Ethics
Commission

The Special Interim Committee on Federal and State
Affairs has completed its charge on this proposal. It is
the feeling of the committee that the Governmental Ethics
Commission is in fact carrying out the charge that they
were given in the Campaign Finance Act and the Lobbying
Law. The committee felt that the Ethics Commission was
making every attempt to be fair in their investigations;
and even though practically every member of the interim
committee expressed their dislike for the great inconvenience
imposed on them by this legislation, they felt that it was
in fact necessary to be done in order to restore or attempt

to restore at least the faith of the public in their elected
officials.

The temporary regulations of the Ethics Commission
were not drafted in time to meet the deadline of August,
1975, so that they could be examined by a standing committee
of the legislature of the 1976 session. So, it appears
that they will operate on the basis of temporary regulations
and then re-issue temporary regulations in the Spring of
1976 so that the 1977 session of the legislature can review
them as permanent regulations.



ATTACHMEMN T
 COMMITTEE REPORT

FROM: Special Committee on Federal and State Affairs
TO: Legislative Coordinating Council |

RE: Proposal No. 17 - Sex-Based Inequities in the State.
Classified Civil Service and Pay Scale

Proposal No. 19 - Treatment of Minority Employees in
State Government :

Proposal No. 17 directed the Special Committee on Federal
and State Affairs to conduct "an examination of alleged inequities
in the State Classified Civil Service and pay scale for classified
employees which result from greater experience and education re-
quirements for those classifications traditionally held by women."
Proposal NQ._19 directed the Committee to conduct "an examination
of the treatmentlof minority employees in state government, in-
cluding areas such as testing, recruitment, hiring, promotions,
dismissals, salary differentials, handling of grievances and com-
plaints, and such other personnel and civil service procedures
as may be deemed pertinent." Since both these proposals cover
very similar subject areas, the Committee decided to draft one re-

port combining both studies.

Proposal No. 17 - Sex-Based Inequities

Under Proposal No. 17, the Committee examined allegations
that female employees in the State Classified Civil Service were
forced to meet higher experience and education requirements than

were male employees who received the same pay. In order to examine



these allegations, the Committee heard testimony from Trepresen-
tatives of the Commission on the Status of Women at Kansas State
University, the Affirmative Action Office at Kansas University,
the Office of Employee Relations at Wichita State University,
the Kansas Commission on Civil Rights, the Kansas Commission on
the Status of Women, the State Director of Personnel, the Secre-
fary of Administration, and other interested individuals. The
statistical aata submitted by the representatives from Kansas
State University indicated, for example, that the salary classi-
fications of Addressograph Operator, Bookkeesping Machine Operator
and Clerk II, positions ﬁredominantly held by women, require a
high school dlploma and one to three years prior experlence
while the classification of Security Officer I, a cLa881f1cation
predominantly held by men, requires no experience and no educa-
tional requirements, even though these positions are all on the
same salary range. Similarly, the predominantly female classi-
fications of Clerk Steno II and Lab Technician IT both require
a high school diplqma and one to three years experience,rwhile the
predominantly male classifications of Autométive Driver and Laborer
IT require no experience and no educational background; all of these
positions are on salary fange 8. Similar comparisons were made
for nearly all of the state classified salary ranges;

Similar statistical information was submitted By'the‘rep-
resentatives from Kansas University and Wichita State University.

Several conferees stated their belief that the state's recrult-

ment efforts and promotion policies have worked to place female
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employees in service, secretarial, and clerical positions. It
was also stated that female employees' opportunities for upward
mobility have been severely limited. It was stated, for example,
that at Kansas State University women virtually disappear from
the upper salary ranges.

- The State Diréctor of Personnel informed the Committes
that the current pay plan of the State of Kansas was adopted in
November 1970, following an extensive study of the job classifi-
cations and pay plan structure of the state previously in effect.
The pay plan adopted in 1970 has continued in effact to the cur-
rent time and the relative ranklngznd grading of jobs in the clas-
sified service has remained essentially as adopted in 1970. There
have been some job classes that have been rea531gnad from one
grade 1evel to another, but overall the changes have not been
numerous. The state's pay plan consists of a series of pay
ranges numbered one through.forty~four. Each range has six stepé,
A through F, and there is approximately a 5% differehde between
each step and about a 57 difference between each range, and the
width of each range from lowest 1evé1 to the highest is approxi-
mately 25%. This particular type of pay plan has been installed
by the Public Administration Service in a largé number of public
jurisdictions in this country during the last 20 to 25 years.

In 1975, several changés in the paj scale for the classi-
fied service were adopted. These changes included (1) a general

increase in the amount of pay of 5% plus $25 per month, (Z2) &




- =

special one grade adjustment (approximately 5%) for 112 job classes
in the pay plan, and (3) the use of clipped ranges‘for labor and
trades job classes in the state classified service (a range is
clipped by deleting the A and B steps on the salary plan and using
the C step as the entry rate). The Director of Personnel stated
that the state pay plan does contain Severai deficiencies and that
- perhaps a mix of pay plans rather than a single, universal sched-
ule might be a more advantageous method. For example, the state
could have two or three séparate pay plans: one for labor and
trades classes, one for professional and managerial classes, and
one general service schedule for the balance of the job classes.
The Committee also reviewed specific procedures currently
being used by the Division of Persomnnel and received a statement
from the Secretary of Administration detailing seven steps cur-
rently being undertaken to eliminate some of the problem areas.

The statement by the Secretary of Administration will be discussed

further below.

Proposal No. 19 - Minority Employees

Under Propbsal No. 19, the Committee was directed to con-
duct a review of the treatment of minority employees in State
government. This study was largely prompted by the statement.
of a State Representative which included allegations of specific
discriminatory acts iﬁ several state agenéies. The Committee
heard testimony from the State Representative whé requested the

study, many of the individuals listed above who testified concerning




Proposal No. 17, representatives of the State Equal Employment
Opportunity Office, State Highway Department, Department of So-
cial and Rehabilitation Services, and other interested individuals.

With regard to the specific allegations of discriminatory
acts concerning the Highway Department and the Department of So-
cial and Rehabilitation Services, the Committee reviewed both
these personnel problems at length and concludes that the matters
were handled‘properly by the respective departments. Since a
complaint of racial discrimination has been filed with the U.S.
Equal Employment Opportunity Commission in at least one of theasa
instances, the Committee does not wish to comment further.

However, during its examination of the specific allegations,
the Committee became aware of several broader problem areas with
regard to the operation of the Division of Personnel and the treat-
ment of minority employees in particular, Several conferees felt
that the "rule of five", by which only the top five scorers on the
Civil Service register are eligible to compete for the job, was
particularly discriminatory in that it did not give minorities
the opportunity tb compete for the job opening. The Committee
‘discussed the "rule of five" at length, noting both that, while
it does limit an employer's flexibility, deletion of this rule
could perhaps lead to even further discrimination and increase
polit1cal patronage.

The Committee also considered the problem of test vali-

dation, i.e., whether the test actually relates to the Jjob in



-6 -

questioh and 1s indicative of the most competent and productive
prospective employee. It was noted that very few of the state's
tests have actually been validated. Testimony indicated that
test validation is an extremely time-consuming and expensive pro-
cess.
One éonferee stated that several minority employees

had come to him with complaints because they were told that no
grievance procedure exists within the State Civil Service. This
same conferee, who is the Director of a minority service agency,
stated that the job offerings issued by the Division of Personnel
quite often reach his agency after the time limit has expired
for application. Other conferees made the same complaint.

| Problem areas noted by conferees were that the Civil
Service testing system méy not be geared to many of the classi-
fied job categories; that the state Civil Service referral system
("rule of five") should be revised; that there is a problem of
identifying minorities on state Civil Service registers (this,
however, is prohibited by federal law); that the statellacked a
concerted effort to place minorities in communities with limited
minority populations; that many employers were opposed to the
affirmative action concept; that there are inadequate in-service
training programs for state minority employees; and that no
mechanism exists to properly identify racial minorities in a
statewide recruitment pool which could assist local state agen-

cies and institutions to utilize minority employees. It was




stated that, while minorities are overutilized in entry-level
jobs such as service workers, it was felt that on a‘statewide
basis there exists a definite underutilization of minority em-
ployees.

Data was presented by both the Division of Personnel and
the State Office of Economic Opportunity concefning the number
of minority employees in the state Civil Service. This statis-
tical information is summarized in Table I.‘OAS of April 1975,

the total state workforce was 37,886. These figures include both

It

]

classitiad and unclassified state employees. O0Ff this total,
5.8% were black, 1.33% were Spanish-surnamed, 0.17% ﬁere American
Indian, and 1.547 were other minorities. The total state work-
force was 91.6% white. 1In 1975, the total workforce ﬁas 46.72%
female J’J

At the request of the Committee, the Secretary of Admin-
istration issued a statement to the Committee detalling the steps
taken by the Department of Administration towards the elimination -
of discrimination in the state workforce. The Seéretary of Admin-
istration stated that the following steps have been initiated:
(1) an affirmative action program is being drafted; (2) job spe-
cifications for all positions are being reviewed; (3) civil ser-
vice tests are being reviewed to insure that the tests do not
discriminate; (4) an improved rec:uiting progrém is being dé—
signed in an effort to reach all women and minority groups;
(5) efforts are being made to insure that both males and females

have an equal opportunity to qualify at all levels of state em-

ployment; (6) the State Equal Employment Opportunity Office will



TABLE I

ALL CLASSIFIED AND UNCLASSIFIED EMPLOYEES PAID APRIL 1, 1975

Males

Mexican- American-

Job Categories Whites Blacks American Indian  Other Total
Officials, Admin-

18Erators 3,479 41 11 Z 110 3,643
Professionals 3,688 81 70 ¥ 78 3,924
Technicals 2,119 39 28 7 5 2,198
Protective Ser-

vices ' 1,028 31 12 P 2 1,073
Para-Profes- _

sionals 1,186 226 42 A 21 1,479
Office - Cleri-

cals 2,875 94 27 4 205 3,205
Skilled Crafted 2,681 61 64 8 6 2:820
Service Mainte- ;

nance 1.516 236 33 3 7 1,795
Other _ 438 2 - - - 50

Total 18,620 811 287 35 434 20,187

Females

Officials, Admin- :

istrators 613 14 1 - _ 16 644
Professionals 3,184 25 4 7 45 3265
Technicals 857 128 26 3 4 1,018
Protective Ser- ‘

vices 50 i i - - - 63
Para-Profes-

sionals 2,472 500 47 6 26 3,051
Office-Cleri- ) '

cals J 50639 333 80 10 51 8,133
Skilled Crafted 57 1 - 1 - 59
Sexrvice Mainte- : :

nance 1,009 313 59 & 8 1,453
Other ' 12 1 = - - 13

Total 15,913 1,388 217 31 : 150 17,699
Ethnic Group :

Totals 34,533 2,199 504 66 584  A&7,886

Missing Valid Ethnic Code - 5.673

Indiﬁiduals that were not coded male or female - 1,051




be increased in staff and the office will be transferred from
the Personnel Division to the Office of Secretary of Administra-
tion; and (7) a directive is also being prepared té insure that
handicapped persons within their capabilities, are not discrim-
inated against.

During the course of this study, the State Affirmative
Actioﬂ Plan was established and adopted by Executive Order No.
75-9. Under this executive order, all state departments, agen-
cies, and institutions are directed to participate and-cooperate
with the Secretary of Administration in the development and main-
tenance of a State Affirmative Action Program for equal employ-
ment opportunity to eliminate discrimination and discriminatory
barriers to equal employment bpportunity. The Committee reviewed
both the State Affirmative Action Plén and previously-existing
plans which had been in operation in the Department of Soeéfal and
Rehabilitation Services and the Highway Department. Since the
State Affirmative Action Plan was not adopted until late July,
the Committee feels that it would be premature to make any state-

ments regarding the operation and implementation of the plan at

this poiot,

Recommendations

As noted above, the Committee feels that the State Affirm-
ative Action Plan has not been in effect long eniough to make any
determination upon its effectiveness. Time will be needed to

gather the experience, statistics, and other data necessary to

make a valid assessment of the effectiveness of this plan.




The Committee believes that, by adopting the State Affirmative
Action Plan, the state has recognized that certain inequities

do exist and is attempting to rectify those inequities which have
too often been ignored in the past. Under the guidance of the
Department of Administration, all state agencies are now.direc—
ted to étrive toward the goal of providing equal employment op-
portuﬁiﬁy in the state service. The Committee wishes to acknow-
ledge the cooperation received from the Department of Administra-
tion and note that this agency is apparently taking positive steps
to realize equal employment-opportunity. However, the Committee
believes that legislative oversight of the implementation of the
State Affirmative Action Plan will be necessary to determine whe-
ther the plan is actually being implemented and is achieving its
stated purposes. The mechanism for this legislative oversight
will be discussed further below.

The Committee feels that the problem of sex-based inequi-
ties examined undér Proposal No. 19 is, in essence, only one
facet of the larger problem of providing equal employment oppor-
tunity to all pfesent and prospective state employees. The State
Affirmative Actioanlan, if properly implemented, should serve
to eliminate those inequities relating to both females and other
minorities.

It appears that the Division of Personnel will assume a
central role in the implementation of this plan and the elimina-
tion of those inequities examined under Proposals Né. 17 and 19.

The Committee was both concerned and disturbed by several operating
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procedures currently being utilized by the Division of Personnel.
These problem areas include the "rule of five', provisional hir-
ing, test validation, the late issuance of job announcements to
minority agencies, and the apparent reluctance of the Division

of Personnel to release information which was mentioned by several
conferees. One conferee, a cabinet-level secretary, noted that,
in his opinion, the Division of Personnel tends to view itself

as a '""second Bﬁdget Division', in that it is reluctant to allo-
cate positions which have been approved by the Legislature, Budget

ivisioﬁ, or State Finance Council.

Therefore, the Committee recommends that the Legislative
Cooxrdinating Council appoint a Special JointrLegislativeVCommit—
tee to commence an in-depth study of the proéedures and practices
of the Division of Personnel no later than June 1, 1976. This
Special Committee should be charged to review the problem areas
described in Proposals No. 17 and 19, monitor the ﬁjplementatlon e

£ v'/'\l.ﬁ.-/""r A Y aJ‘JLA.f [,/ 57 )f,{,f«bf‘,‘w_! co) y—
of the State Affirmative Action Plany and determins whother the ¢ /.

1/ =
doctrines of equal pay for equal work and equal employment oppor-
tunity are being implemented by the Division of Personnel.

,1975 Respectfully submitted,

Senator Neil H. Arasmith, Chairman
Special Committee on Federal and
State Affairs
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2 H Ak Legislative Coordinating Council October 10, 1975

COMMITTEE REPORT

FROM: Special Committee on Federal and State Affairs

SUBJECT: Proposal No. 20 - Governmental Ethics Commission

Proposal No. 20 directed the Special Committee on Federal
and State Affairs to conduct "a review of the activities, opera-
tion, and procedures of the Governmental Ethics Commission,includ-
ing activities relating to both campaign finance and state

governmental ethies."

Background

The Governmental Ethics Commission was established by
the 1974 Legislature to administer and enforce the 1974 Campaign
Finance Act (K.S.A. 1974 Supp. 25-4101 et seq.), and another 1974
enactment relating to the ethical conduct of state officers and |
the regulation of lobbyists (K.S.A. 1974 Supp. 46-215 et seq.).
The Ethics Commission is also empowered to render advisory opinions
under the general (local) conflict of interest law (K.S.A. 1974
Supp. 75-4301 et seq.). The 1974 Campaign Finance Act provides
for full disclosure of campaign contributions and expenditures in
elections for state office by most candidates, political parties,
and political committees. The 1974 enactment pertaining to state
governmental ethics regulates the ethical conduct of state officers
and employees and certain other persons, provides for the disclosure
of substantial interest of certain state officers and employees,

and provides for the registration and regulation of lobbyists.



The Governmental Ethics Commission administers both these
acts, including the investigation and hearing of complaints. The
intentional wviolation of various provisions of these acts is either
a class A or class B misdemeanor and also subjects a state officer
or employee to possible removal from office. The Ethics. Commission
is authorized to promulgate rules and regulations concerning both
acts and also renders opinions in writing on various questions

concerning the interpretation of these enactments.

Committee Activity

During the course of this study, the Committee heard
testimony from the Chairman and Executive Director of the Govern-
mental Ethics Commission. The Commission submitted a lengthy
statement outlining the agency goals, objectives, and program
activities. The Chairman of the Commission noted that this
agency allocates its time among six program activities. These
are: (1) an informational program; (2) the advisory opinion
pfocess; (3) the review and audit program; (4) investigation;

(5) the enforcement program, which entails the handling of
complaints and conducting of hearings; and (6) general adminis-
tration activities. He also noted that, during the Commission's
first year of operation, the advisory opinion process has occupied
a considerable amount of time as well as having attracted the most
attention. To date the Commission has issued 156 advisory opinions.
Of these, 48 concern campaign finance, 28 relate-to the regula-
tion of lobbying, 46 have to do with the conflict of interest
provisions governing state officers or employees, and 34 concern

conflict of interest provisions which apply to local officials
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and employeés. Of the total 156 opinions, 145 or 93% have been
issued as a result of requests by various individuals rather than
through Commission initiative. The Chairman also noted that the
Commission is now heavily involved in the drafting and considera-
tion of rules and regulations dealing with the legislative enact-
ments for which the Commission is responsible.

The Executive Director of the Governmental Ethics Com-
mission provided a detailed statement of the agency goals, objec-
tives, and progrém activities. He noted that the overriding goal
of the Governmental Ethics Commission is to assure the integrity
of (1) the electoral process and (2) governmental decisions.

He stated that the major objectives of the Commission are to assure
compliance with the Campaign Finance Act, to assure compliance

with the conflict of intérest provisions, and to assure complianée
with provisions governing the conduct of lobbyists. The Executive
Director also discussed in detail the six major program activities
listed above.

In regard to the workload of the Commission, the Execu-
tive Director stated that, to date, 370 candidates for office have
filed a total of 2,600 documents with the Commission; 210 party
committees have filed 1,470 documents; and 192 political committeeé
have filed approximately 1,300 documents. He also noted that
1,500 substantial interest statements have been filed by state of-
ficers and employees, 265 representation case statements have been
filed, and 546 documents have been filed by registered lobbyists.
The Executive Director also noted that 82% of the candidate re-
ports filed in connection with the 1974 general election have

checked out satisfactorily, and that most problems have been



errors and not intentional omissions or misstatements. It was
also noted that the Ethics Commission has held 28 meetings in the
first 15-months of its existence and that attendance normally
runs about nine out of the eleven members. It was noted that

the Ethics Commission is composed of eleven appointed members and
at present employs a staff of four. 1In addition, the Commission
is au;horized to hire some part-time personnel.

The Executive Director stated that the efforts of the
Commission had been directed toward assisting individuals in
complying with the law and were not intended as harrassment. It
was also stated that cooperation between the Commission, its staff,
and those individuals subject to these laws had been good, although
a few individuals apparently view the required reports as an in-
vasioﬁ of privacy. |

During the course of this study, several problem areas
were brought to the Committee's attention. It was noted that many
candidates experience great difficulty with regard to "in-kind"
contributions, because it is very difficult to determine the actual
value of the "in-kind" contribution. On the basis of the defini-
tion of "contribution" which is found in K.S.A. 1974 Supp.
25-4102(d), the Ethics Commission has ruled several times that a
"thing of wvalue'" is a "in-kind" contribution having a dollar value
which should be determined by the contributor. The Commission
holds that the dollar value is the fair-market value of the item
contributed, that is, the price of the item if it were to be pur-
chased, sold, or leased. The Commission suggests that the

treasurer receiving an "in-kind" contribution should question the



value placed on the item if it appears unreasonable. (See Com-
mission Opinions No. 74-2, 74-10, 74-12.) The Executive Director
of the Commission agreed that this is a problem area. He also
noted that the Commission hopes to clarify the entire matter of
"in-kind" contributions in their rules and regulations.

It was also brought to the Committee's attentién that
the existing statutes require a candidate who has no opposition
to continue to file the required reports. Several of the members
of the Committee felt that these individuals should be exempt from
filing the numerous reports. The Ethics Commission responded that
they were planning to take this matter under consideration in the
near future.

Finally, several Committee members expressed the opinion
that the definition of "candidate'" as presently found in K.S.A.
1974 Supp. 25-4102(a) causes problems and should be modified to
clarify the exact point at which a person becomes a candidate for

the purposes of the Campaign Finance Act.

Conclusions and Recommendations

The Committee concludes that the Governmental Ethics
Commission is fulfilling its statutory resﬁonsibilities in an
impartial manner. This conclusion was reached both on the basis
of testimony presented to the Committee and on the basis of per-
sonal experiences of some of the Committee members , who have been
subject to those statutes administered and enforced by the Govern-
mental Ethics Commission. The Committee also feels that the members
and staff of the Ethics Commission are highly qualified individuals
who are sincerely attempting to implement their statutory respon-

sibilities.



In the larger sense, the majority of the Committee feels
that, at present, the Campaign Finance Act, conflict of interest,
and other ethics legislation must be retained and enforced if con-
fidence is to be restored in the governmental process. Events of
the past few years_have severely eroded confidence in government
and faith in the integrity of public officials. Even though the
accounting and reporting requirements of these acts are time-con-
suming and burdensome, the majority of the Committee feels that
this is the best method by which the peoples' faith in government
can be restored..

. Notwithstanding the above comments, the Committee does
make three recommendations for possible further studies and legis-
lative action: (1) The Committee recommends that the Governmental
Ethics Commission give speedy consideration to possible changes
in the existing reporting requirements for a candidate who runs
without opposition. Several members of the Committee feel.that
these candidates should perhaps be exempt from the various report-
ing requirements.

- (2) During the course of this study the Committee be-
came aware of a problem which exists for those candidates who file
bylpetition. K.S.A. 25-209 provides that the State Board of Can-
vassers shall meet on the third day following the filing deadline
to rule upon the validity of such petitions. Thus, an individual
who files by petition cannot get a ruling upon the petition's
validity until after the filing deadline. The Committee recommends
that the appropriate Elections Committeé take this matter under

consideration.
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(3) The Committee recommends that the definition of
"candidate" presently found in the Campaign Finance Act (K.S.A.
1974 Sﬁpp. 25-4102a) be amended. The existing statute defines a
candidate as an individual who: "(l) appoints a treasurer or
candidate éommittee, (2) makes a public announcement of_his inten-
tion to seek nomination or election to any state office, (3) makes
any expenditure or accepts any contribution for the purpose of
influéncing his nomination or election to any state office, or
(4) files a declaration or petition to become a candidate for any

state office." The Committee recommends that the definition of
"candidate” be amended to define candidate as an individual who:

(1) files a declaration or petition to become a candidate fof any
state office, (2) accepts any contribution for the purpose of
influéncing his nomination or election to any state office, (3)

makes or contracts to make any expenditures in excess of $25 for the
purpose of influencing his nomination or election to any state office,
or (4) appoints a treasurer or a candidate committee.

The Committee feels that this modification will eliminate
any problems which might arise because of the difficulty of determin-
ing when an individual actually becomes a candidate for office.
Therefore, the Committee recommends thatrlegislation be introduced

to effect these definitional changes.

Respectfully submitted,

Date

Senator Neil Arasmith, Chairman
Special Committee on Federal and
State Affairs



ﬁ#w‘muj' I

BILL NO.

By Special Committee on Federal and State Affairs

AN ACT establishing a state housing finance authoritysi prescrib-
ing the powers, duties and authority of such authoritys pro-
viding for the administration and operation of such author-

ity and the financing of its operation and programs.

Be it enacted by the legislature of the State of Kansas:

Section |. Short title. This act shall be known and may be

cited as the "Kansas housing Iinance authority act.®

Sec. 2. Purpose of act. The purpose of this act is to pro-
vide financing for residential housing fof sale or rental to per-
sons or families of low or moderate income, In carrying out this

+

purpose, the Kansas housing finance authority shall seek to
attain a balance between rural and urban housing needs and
between needs for family housing and housing for the elderly and
handicappeds in general proportion to the needs identified in the
statewide housing plan. The authority shall also give priority
consideration to, and reserve funds for use in connection with,
rural and urban housing rehabilitation programs.

Sec. 3. Defipnitions. The following words and terms shall
have the méaning indicated unless the context shall clearly indi-
cate a different meanings:

(a) “Authority" shall mean the Kansas housing finance
authority created by this actj

(b) “Bonds" mean any bonds issued by the authority pursuant
to this actsi

(c) YConstruction loan® means a short-term Vloan covering
land and construction costss current property taxes and other
incidental expenses attributable to construction of residential
housings

(d) "Federally insured mortgage® means a mortgage lcan for
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residential housing insured or guaranteed by the United States of
America or a governmental agency or instrumentality thereof, or a
commi tment by the United States of America or a governmental
agency or instrumentality thereof to insure such a mortgages

(e) "Governmental agency" means the United States of Amer-
icasy the states any other state and any departments division,
public corporations public agencys pclitical subdivision or other
public _instrumentality of any of the foregoing or of any two or
more thereof;

i) "Lendiﬁg institution®™ means any bank or trust company.
federal national mortgage association,approved mortcage banker,
credit unions national banking association, .federal or state
savings and loan association or federal credit unionj

(g) "Low or moderate incomes families" means families of one
or more personss irrespective of age, marital status, Trace,
creeds national origin or sexs determined by the authority to
require such assistance as is made available pursuant to this act
on account of insufficient personal or famiiy income taking into
considerationr among other factors: (1) The amount of the total
income of such family available for housing needsi (2) the size
of the familyj (3) the cost and condition of housing facilities
availables (4) the ability of such peréons 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 fpr variocus fed-
eral programs determining eligibility based on 1income of such
persons and familiess

(h) "“lortgage!" means a mortgage deedy, deed ol trust, or
other instrument which shall constitute a lien on real property
in fee simple or on a leasehold under a lease having a remaining
terms at any time such mortgage 1is acquired, which does not
expire for at least that number of years beyond the maturity date
of the obligation secured by such ﬁortgage as is established by
the authority as necessary to protect its interest as mortgagees

(i) “"Mortgage loan" means an interest bearing obligation



sécured by a mortgage on land and improvements in the state;j

(j) "Keal property" means all landss including improvements
and fixtures thereon, and property of any nature anpurtenant
theretos or used in connection therewithy and every estate,
interest and right., legal or equitable, therein including terms
of years and liens by way of judgment, mortgage or otherwise and
the indebtedness secured by such liens; and

(k) “Residential housing" means one or more new or existing
residential dwelling units financed pursuant to the provisions of
this act for the primary purpose of providing sanitary, decent
and safe dwelling accommodations for low or moderate income fam-
ilies in need of housingsy including streetss sewers, utilities:

site preparation and landscaping.

Sec. 4. Creation of the Kansas housing Iinance
@uiﬁgﬁigx. there is hereby created a body politic and corporate
to be known as the “Kansas housing rinance authority." [he
authority is hereby constituted a public instrumentality and the
exercise by 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 Tunction. |

The powers of the authority shall be vested in seven (7)
members appointed for terms of four (4) years by the governor,
with the advice and consent of the senate. Four (4) of such mem-
berss as determined by the governor in‘his or ner sole discre-
tions shall have experience in home building, real estate, mort-
gage lendings cbmmercial banking or architecture. The terms of
four (4) of the first members appointed, shall end on the thir-
tieth day of June, 1977, and the terms of three (3) of the first
members appointed, shall end on the thirtieth day of June, 1979,
All mempers shall be residents of the state of Kansas and upon
the removal of the residence of any member fron the state a
vacancy shall occur in the position of such member. Any vacan-
cies in the membershib of the authority shall be Trilled 1in the
manner provided for original appointments but only for the

remainder of the unexpired term. Each member shall hold office



for the term of such member/s appointment and until a successor
shall have been appointea and qualified. A member shall be
removed from office wupon conviction of a felony and may be
removed from office at any time by the governor upon recommenda-—
tion of the remaining members of the authority for continued
neglect of duties required by law or for incompetency or miscon-
duct. EFach member of the authority before entering upon his or
her dutfes shall take and subscribe an oath or affirmation as
required by law.

The governbr shall appoint a chairman from among the members
for a term of one year, and the members shall annually elect Irom
among 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. Frour (4)
members of the authority shall constitute a quorums 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 approvai of less than four (4) members.
No vacancy in the membership of the authority shall impair the
right of a quorum to exercise all the rights and perform all the
duties of the authority.

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

Notwithstanding ‘the provisions of any other law, no officer
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or employee of this state shall be deemed to have or

shall forfeit his or her office or employment by reason of
acceptance of membership on the authority or service thereto.

[he director of the division of housing of the department of
economnic development shall be the secretary of the authority and

when acting in such capacity shall be subject to the direction

and control of the members of the authority and shall administer,



manage and direct the affairs and business of the authority.
subject to the policies, cohtrol and direction of the members
thereof. The staff of the division of housing of the department
of economic development shall serve as the staff of the authority
and when acting in such capacity shall be subject to the direc-
tion and control of the members of the authority. ihe members
may delegate to thr.director and members of the staff or any of
the tecﬁnical expertss advisors or consultants employed by the
authoritys such administrative duties as it may deem préoer. All
budgetings purchasing and related management functions of the
authority shall be administered under the direction and super-
vision of the director of housing as secretary of the authority.
All vouchers for expenditures for operating expenses of the
authority shall be approved by the chairman of the authority and
the director of housing as secretary of the autnority.

ihe director of housing as secretary shall keep a record of
the proceedings of the authority and shall be custodian of all

“~=

iled with the authority and of
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bookss documents and papers 1 its
minute books and seal. Tne director shall have authority to
cause to be made copies of all minutes and other records and
documents of the authority and to give certificates under seal of
the authority to the effect that such copies are true copies and
all persons dealing with the authority may rely upon such certif-
icates.

Sec. 5. General powers. lhe authority shall have all of
the powers necessary or convenient to carry out and effectuate
the purposes and provisions of this act 1includings, but without
limiting the generality of the foregoing, the power to: (a)sue
and be sued in its own namej

(b) Have an official seals

(c) Have perpetual successioni

(d) Maintain offices at sucn place or places within the
state as it may designates; '

(e) Adoptsy and from time to time amend and repeal, bylaws

and rules and regulationss not inconsistent with this acts to



carry into effect the powers and purposes of the authority and
the conduct of its business;

(f) Make and execute contracts and all other instruments
necessary or convenient for the exercise of its powers and func-
tions under this act with any governmental agency, private cor-
poration or other entity or individual, and all contracts made by
the authority shall be exempt from the provisions and require-
ments of all laws of the state which provide Tor competitive bids
in connection with contracts of any kind;j

(g) Acquire or contract to acquire real or personal prop-
ertys or any interest therein, on either a temporary or long term
basis in its own name by gift, purchase, transfer, foreclosure,
lease or otherwises including rights or easements 1in property,
but the authority shall dispose of any real properfy 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 value, as determined by a licensed appraiser appointed by
the authority, for such propertyi holds sells assign, lease,
encumber, mortgage, or otherwise dispose of any real or personal
property or any interest thereini hold, sell, assign or otherwise
dispose of any mortgage intersst owned by it or under its con-
trols custody or in its possession; and release or relinquish any
righty titles <claims lien, intsrest, easement or demand however
acquired, including any equity or right of redemption in property
foreclosed by it and to do any of the foregoing by public or pri-
vate sales with or without public biddings notwithstanding the
provisions of any other lawi

(h) Enter into agreements or other transactions withs, and
accept grants and the cooperation of, any governmantal agency or
other sources in furtherance of the purposes of this acti

(i) Employs within the limitations of appropriations avail-
able for such purposess advisorss technical experts and consul-
tantsy when necessary in its judg&ent to provide assistance or
services which cannot be performed or provided by members of the

staff and fix their compensationi



(j) Provide, within the limitations of appropriations avail-
able for such purposess advice, technical information, training
and educational services and conduct research and promote the
development of residential housing, building technology and
related fieldss

(k) Make loans to lending institutionss

(1) Purchase construction loan notes and mortgages held by
lending institutions on residential housings

-Em) Procure insurance against any loss 1in connection with
its property and other assets, including construction loans,
mortgages and mortgage loans, in such amounts and from such
insurers as it deems desirablei

(n) Issue bonds as hereinafter provided;

(0) Invest or deposit moneys of the authority, subject to
any agreement with bondholderss;

(p) Subject to any agreement with bondholders: renegotiate,
refinance, foreclose or contract for the foreclosure of any mort-
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ult; waive any default or consent to the meodificaticn

a)

gage in de
of the terms of any mortgagei commence any action to protect or
enforce any right conferred upon it by any law, mortgage, con-
tract or other agreement, and bid for and purchase such property
at any foreclosure or at any other sale, or acquire or take pos-
session of any such propertys and operate, manage, leases dispose
of, and otherwise deal with such property, in such manner as may
be necessary to protect the interest of the authority and the

holders of its bondsi

(q) Consent, 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 interesty security or any other term
of any contracts construction loan, mortgage, mortgage loans
mortgage loan commitments contract or agreement of any kind to
which the authority 1is a party, éubject to any agreement with
bondholders or lending institutionssi

(r) Procure or agree to the procurement of 1insurance or



guarantees from the federal government or any governmental agency
or instrumentality thereof, or from any private insurance
company, of the payment of any bonds issued by the authority,
including the power to pay premiums on such insurancesj

(s) Provide insurance for construction loans and long-term
mortgage loanss or portions thereof, purchased by the authority
in accordance with this act or made by lending institutions
approved'by the authority or participate with other public or
private entities in the provision of such insurancej

(t) Purchase and make commitments for <the purchase of
securities or other obligations issued by lending institutions to
finance residential housing, subject to any agreement with bond-
holderss

(u) Charge and collect such fees and charges as the author-
ity may establish from time to time for lending and mortgage pur-
chase programsi

(v) Create and establish such funds or accounts as may be
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necess
act: and
(w) Do any and all things necessary or convenient to carry-

ing out its purposes and exercise the powers given and granted 1in

this act.

Pec« 6. puUrchass of _mortgage _loans. (a) The authority
shall have, in addition to other powers herein granted, the power
tos

(1) Invest in, purchase, make commitments to purchase and
take assignments from lending institutions of construction loans
and mortgage loans and promissory notes accompanying such mort-
gage loans, including fedefally insured mortgage loans or
participations with lending institutions in such promissory notes
and mortgage loans, for the construction, rehabilitation, pur-
chase, leasing or refinancing of residential housing for low or
moderate income families within the states

(2) Sell, at public or private sale, with or without pubrlic

biddings, any mortgage or other obligation held by the authoritys



and

(3) Adopt, modify or repeal rules and regulations governing
the purchase and sale of construction loans and mortgage loans
and the application of proceeds thereof.

(b) At or before the time of purchases the lending insti-
tution shall certify to the authoritys:

(1) That the construction loans and mortgage loans trans-
ferred to the authority are for residential housing for 1low or
moderate income families within the states or

(2) That the proceeds of sale or its equivalent shall be
reinvested in construction loans and mortgage loans for residen-—
tial housing for low or moderate income families within the state
in‘an aggregate principal amount equal to the amount of such szale
proceesds.

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

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

to: (a) iake loans to lending institutions wunder terms and
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guiring the eeds thereef to be used by such
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lending institutions for the making of construction loans and
mortgage loans Tfor vresicential housing Tfor low and moderate
income familiess

(b) Purchase securities fromu 1endihg institutions under
terms. and conditions requiring that such securities finance con-
struction loans and mortgage loans for residential housing for
low or moderate income familiess

(c) Require that loans to or securities purchased Irom 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.
securities, and mortgage 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 tha2 case of any
lending institution that any required collateral be lodasd with a

bank or trust company located in the state designated by the



IR LA T S SR e

o R e St bl R e D e inesetpiiia g Sxatna e Rl o i it B Ry L e B e N R e e g — ' 1

authority as custodian therefor. In thé absence of such require-
ment a lending institution shalls if collateral is to be provided
for the loan or securities purchased, upon receipt of the pro-
ceeds Tfrom the authoritys enter into an agreement with the
authority containing such provisions as the authority shall deem
necessary to adequately identify and maintain such collateral and
service the same and shall provide that such lending institution
shall hold such collateral as an agent for the authority and
shall be held accountable as the trﬁstee of an express trust for
the application and disposition thereof and the income therefrom
solely to the uses and purposes in accordance with the nrovisions
of such agreement. A copy of each such agreement and any revi-
sions or supplements thereto shall be filed witﬁ the secretary or
state and no further filing or other action under the provisions
of chapter &4 of the Kansas Statutes Annotated or any other law
of the state shall be required to perfect the security interest
of the authority in such collateral or any additions thereto or
substitutions therefor, and the lien and trust for the benefit of
the authority so created shall be binding from and after the time
made against all parties having claims of any kind in tort, con-
tracts or otherwise against such lending institution. The
authority may also establish such additional requirements as it
shall deem necessary with respect to the pledging, assignings
setting aside or holding of such collaterél and the making or
substitutions thereof or additions thereto and the disposition orT
income and receipts thererirom:

(d) Collects enforce the collection ofs and rforeclose on any
collateral securing 'its loan to or purchase of securities Trom

ke possession of such
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lending institutions and acquire or t
collateral and sell the same at public or private salss with or
without public bidding, and otherwise deal with such collateral
as may be necessary to protect the interest of the authority
therein, all subject to any aareement with boncholderssi and

(e) Adopt, modify or repeal rules and regulations governing

the making of loans to or purchasing of securities rrom lendinng



institutions and the application of the proceeds thereof.

Sec. Y. Procedures _orior fto _financing . of residontial

housing. HNotwithstanding any other provision of this acts the
authority is not empowered to finance any residential housing by
the purchase of mortgage loans or the making of loans to lending

institutions unless, prior to the financing thereofs, the author-

ity finds: (a) That there exists a shortage of decent, safe an
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 authoritys and

(b) Either that private enterprise and investment have been
unasle, without assistance, to provide an adequate supply of
decent, safe and sanitary housing in such 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 investi-
ment have been unable, without assistances to provide sufficient
mortgage financing for residential housing for occupancy by such
persons or familiess

(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 incomej
and

(d) That the proposed residential housing has been approved
and the proposed financing requested by the governing body of the
city or county in which such housing is to be located, except
that such approval and request shall not be required for financ-
ing of construction or rehabilitation of a single-Tamily unit by
an individual if such unit is to be used as the place of resi-
dence of such individual.

Sec. Y. Bopnds. (a) The authority shall have the powers, and
is hereby authorized to issue from time to time its bonds In an
aggregate principal amount not exceeding one hundred million
dollars ($10U,000,000) to provide funds ror the financina of
residential housinc as authorized under the provisions o this

act, the payment of interest on bonds orf the authority. estab-



lishment of reserves to secure such bonds including the reserve
funds created pursuant to section 10 hereor and the payment of
all other expenditures of the authority incident theretec. !llot
less than twenty-rive percent (29%) 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 incomé families as authorized under the provi-
sions of this act.

(b) Prior to the preparatioh of definitive bonds, the
authority may, under like restrictions, issue interim receiptis or
temporary bonds, exchangeable for definitive bonds when such
bonds have been executed and are available for delivery.

(c) The authority shall have the power, frbm time to time to
issue temporary renewal bonds to pay previously issued {emporary
bondsy including the interest thereon and, whenever it deems
refunding expedient, to refund any bonds by the issuance of ew
bonds, whether the bonds to be refunded have or have not matured,
and to issue bonds partly to refund bonds then outstanding and
partly for any of the purposes authorized under the provisions of
this act.

(d) Except as may otherwise be expressly provided by resolu-
tion of the authoritys, every issue of its bonds shall be payable
solely out of any revenues or moneys of the authority, subject
only to any aagreements with the holderé of particular bonds
pledging any particular revenues or mongys.

(e) The bonds shall be authorized_by resoluiion or resolu-
tions of the authority, shall bear such date or dates and shall
mature at such time or times as such resolution or resolutions
may provide, except that no bond shall mature more than rifty
(50) years from the date of its issue. The bonds may be issued as
serial bonds payable in annual installments or as term bonds or
as a combination thereof. T[he bonds shall bear interest at such
rate or rates, hé in such denominations or rive thousand dollars
($5,000) or more, have such registration privileges, be executed

in such manner and be payable in such medium of payment and at
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such terms of redemption as such resolution or resolutions may
provide. The bonds of the authority may be sold by the authority
at public or private saley, at such price or prices as the author-
ity shall determine.

() Any resolution or resolutions authorizing any bonds, or
any issue thereoi, may contain provisionss which shall ne a part
of tThe contract or contracts with the holders thereof, as tos

(1) Pledging all or any part of the revenues of the author-
ity to secure the pavment of the bonds, or of any issue f{herecf,

subject fo such agreements with noteholders or bondholders as may

(2) Pledging all or any part of the assets of the authority,
including mortgages and obligations securing the same, to secure

the payment of the bonds, or of any issue thereof, subject

to
such agreements with noteholders or bondholders as may than
exists

(3) The use and disposition of the gross income from mort-
gages owned by the authority and the payment of principal or
mortgages owned by the authoritys

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

(5) Limitations on the purpose to which the proceeds of sale
of bonds may be applied and pledging such proceeds to secure the
payment of the bonds or of any‘issue theréof;

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

(7) The procedure, if an?, by which the terms of any con-
tract with bondholders may be amended or abrogated, the amount of
bonds the holders of which must consent thereto, and the manner
in which such consent may be givens

(8) Limitations on the amount of moneys to be expended by
the authority rfor opneratinag expenses 'of the authoritys

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

powers and duties in trust as the authority may determine, which
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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 bondholdefs to appoint a
trustee under this act or limiting the rights, powers and duties
of such trustees

(10) befining the acts or omissions to act which shall con-
stituté a default in the obligations and duties of the authority
to the " holders of the bonds and providing for the rights and
remedies of the holders of the bonds in the event of such de-
fault, including as a matter of right the appointment of a
receiver, except that such rights and remedies shall not be
inconsistent with the general laws of the state and the other
provisions of this acts and

(11) Any other matters of like or different character, which
in any way affect the security or protection of the holders of
the bonds.

(g) Any pledge of revenues or assets made by the authority
shall be valid and binding from the time when the pledge is mades
the revenues, or assets, so pledged and thereafter receivea Dby
the authority shall immediately be subject to the lien of such
pledge without any physical delivery thereof or rfurther acte

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

(i) Bonds may be issued under the provisions of this act
without obtaining the consent of any department, division,
commission, boards, bodys, bureau or agency of the statej and with-
out any other preoceedings or the haopening of any conditions or
things other than those proceedinds, cohditions. or things which
are specifically required by this act and by the provisions of
the resolution authorizing the issuance of such bonds or the
trust agreement securinag thes sane.

(j) The authority, subject to such aareements with

bondholers as may then exist, shall have power ,



out of any funds available therefors to purchase bhonds of the
authority, which shall thereupon be cancelledy at a price not
exceeding:

(1) The redemption price then applicable plus accrusd inter-
est tTo the nexli interest payment thereon, if the bhonds are then
redeemables or

(2) The redempticn price applicable on the first date after
such purchase upon which the bonds become subject to redemption
plus accrued interest to such dates if the bonds are not redeemn—
able.

(¥) In the discretion of the authority. any obligations
issued under this act may be secured by a trust indenture or
trust indentures by and between the authority and a corporate
trustee, which may be any trust company or bank having the power
.of a trust company within or without the state. Such trust
indenture may contain such provisions for protection and enforc-
ing the rights and remedies of the holders of such obligation as
mav be reasonable and proper and not in violation of law, includ-
ing covenants setting forth the duties of the authority in rela-
tion to the exercise of its corporate powers and the custody,
safeguarding and application of all moneys. The authority may
provide by such trust indenture for the payment of the proceeds
of the bonds and the revenues to the trustee under such trust
indenture or other depository, and for thé method of disbursement
thereofs with such safeqguards 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 or.other obligations of the authority to
appoint a trustee under this act or limit the rights. powers and
duties of such trustee.

(1) Whether or not the bonds are of such form and character
as to be neqotiable instruments undaer the provisions of chapter
84 of the Kansas Statutes Annotated, and amendments thereto., the

bonds are hereby made negotiable instruments within the meaning



of and for all the purposes of chapter 84 of the Kansas Statutes
Annotateds and amendments thereto, subject only to the provisions
of the bonds for registration.

(m) In case any of the members, director of housing as
secretary or officers of the authority whose signatures appear on
any bonds or coupons shall cease to be such members, director or
officers before the delivery of such bonds, such signatures
shall, nevertheless, be valid and sufficient for all purposes;
the same as if such members, director or officers had remained in
office until such delivery.

Sec. 10. Reserve funds and_appropriations. (a) The author-

ity may create and establish.one or more special funds, herein
referred to as '"bond reserve funds," and shall pay into each such
bond reserve fund (1) any moneys appropriated and made available
by the state for the purpose of such funds (2) any proceeds of
sale of bonds to the extent provided in the resolution or resolu-
tions of the authority authorizing the issuance thereof and (3)
any other monevs 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 hereinafter pro-
vided, 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 pur-
chase or redempticn of such bonds, thé payment of interesi on
such bonds or the payment of any redemption premium required to
be paid when such bonds are redeemed prior to maturity. Moneys
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 funds; as here-
inafter provided, except for the purpose of making, with respect
to bonds secured in whole or in part by such fund, payment when
due, of principal, interest, redemption premiunms and any sinking
fund payments with respect to such bonds. Any income or interest
earned by, or incremental to, any bond rescrve fund due to the

investment thereof or by reason of any excess above the bhond



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 the amount of the applicable bond
reserve fund below the bond reserve fund requirement for such
fund.

(b) The authority shall not at any time issue bonds, secured
in whele or in pari by a bond reserve funa if upon the 1issuance
of such’ bonds the amount in such bond reserve fund will be less
than the bond reserve fund requirement for such fund, unless the
authority at the time of issuance of such bonds, shall deposit in
such fund from the proceeds of the bonds issueds or from other
sources, an amount which, together with the amount then in such
fund, will not be less than the bond reserve fund requirement for
such fund. For the purposes of this sections the term %bond
reserve fund requirement® shall mean, as of any parficular date
of computation, an amount, as determined in the resolution or
resolutions of the authority authorizing the issuance of bonds
with respect to which such fund is established, equal to not more
than the greatest of the respective amounts, for the current or
any single future fiscal year of the bonds of the authority, of
annual 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 vyear, calculated on the assumption that all such bonds
are paid at maturity or if any amount of such bonds is required
to be redeemed on any earlier date by operation of a sinking
fund, then on the assumption that such amount of bonds Iis
redeemed on such earlier date and that such amount is considered
principal payable on such bonds during the year they are to be
redeemed for purposes of this calculation.

(c) To assure the continued operation and solvency of the
authority for the carrying out of its corporate purposes, provi-=
sion is made in paraagraph (a) of this section for the accunula-

tion in each bond reserve fund provided for therein of an amount



equal to the bond reserve Tfund 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 the governor and to the legislative co-
ordinating - council such chairman/s certificate stating the
amounty if any, required to restore each bond reserve fund to the
bond reserve fund requirement for such fund. The governor shall
submit to the legislature in the next succeeding budgel the
amounts if any, required to restore each bond reserve fund to the
bond reserve fund requirement 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 authority by the state pur-
siuant to the provisions of this section shall constitute and be
accounted for as advances by the state to the authority and,
subject to the rights of the holders of any bonds of the author-
ity 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
bonds or other obligations of the authority, the bond reserve
fund and operating expenses.

Sec. 11. Refunding bonds. The authority may provide for
the issuance of refunding obligations for the purpose of refund-
ing any bonds then outstanding which have been issued under the
provisions of this'act, including the payment of any redemption
premium thereon and interest accrued or to accrue to the date of
redemption of such bonds. The 1issuance of such bonds, 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 governed by the provisions of
this act which relate to the issuance of bonds , insofar as such
provisions may be aporopriate therefor. Refundina bonds 1issued
may be sold or exchanged for outstanding bonds issued under this

act and, if sold, the proceeds thereof may be applied, in addi-
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tion to any other authorized purpose”} to the purchase, redemp-
tion or payment of such outstanding bonds.

Sec. 12. Remedies of bondholders. (a) In the event that

the authority shall default in the payment of principal of or
interest on any bonds issued under this act after the same shall
become dues whether at maturity or upon call for redemptions 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
with the provisions of this act, or shall default in any agree-
ment made with the holders of twenty-five percent (25%) in aggre-—
gate principal amount of the bonds of such issue then outstand-
ing, by instrument or instruments filed in the office of the
secretary of state and proved or acknowledged in the same manner
as a deed to be recorded, the holders of such bonds may appoint a
trustee tQ represent them for the purposes herein provided.

(b) Such trustee may, and upon written request of the hold-
ers of twenty—-five percent (25% in principal amount of such
bonds then outstanding shall, in such trustee’s own name:

(1) Enforce all rights of the bondholders, including the
right to require the authority to collect interest and amortiza-
tion payments on the mortgages held by it adequate to carry out
any agreement as tos or pledge of, such interest and amortization
payments, and to require the authority to carry out any other
agreements with the holders of such bonds and to perform its
duties undér this acts

(2) Enforce all rights of the bondholders, including the
riocht to collect and enforce the paymenf of principal of and
interest due or becoming due on loans to lending institutions and
collect and enforce any rights in respect to collateral securing
such loans or sell such collateral, so as to carry out any con-
tract as to, or pledge of revenues, and to require the authority
to carry out and perform its duties under this acts

(3) Bring suit upon a2ll or any part of such bondss3

(4) By action or suit, require the authority to account as

if it were the trustee of an express trust for the holders of
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such bondss;

(5) By action or suit, enjoin any acts or things which may
be wunlawful or in violation of the rights of the holders of such
bonds s

(6) Declare all such bonds due and payable, and if ail de—
faults shall be made good then with the consent of the holders of
twenty—five percent (25%) of the principal amount of such bonds
then outstanding, to annul such declaration and its consequences.

(c) Such trustee shall, in addition to the foregoings have
and possess all the powers necessary or appropriate for the exer-
cise of anv functions specifically set forth herein or incident
to the general representation of bondholders in the enforcement
and protection of their rights.

(d) Before declaring the principal of bonds due and payable,
the trustee shall first give thirty (30) days’ notice in writing
to the governor, 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 the trustee on
behalf of bondholders.

Sec. 13. Alteration _of riaghts _of bondholders. The state

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

with the holders of such bonds.

Sec. 14. Credit of state not pledyed. Revenue bonds issued

under the 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 thereof, 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 face thereof a statement
to the effect -that neither the state nor the authority shall be
obligated to pay the same or the interest thereon except from
revenues and assets of the authority and that neither the . faith
and credit nor the taxing power of the state or of any political
subdivision thereof is pledged to the payment of the principal of

or the interest on such bonds.

Sec. 15. Bonds_as _leaal _investments. The bonds of the

authority shall be legal investments in which all public officers
and public bodies of the state, its political'subdivisions, all
municipalities and municipal subdivisions, all insurance compa-
nies and associations and other persons carrying on an insurance
business, all banks, bankers, banking institutions including
savings and loan associations, building and loan associations,
trust companiess savings banks and savings associaticnss invest-
ment companies and other persons carrying on a banking business,
all administrators, guardians, executors, trustees and other
fiduciaries, and all other persons whatsoever who are now or may
hereafter be authorized to invest in bonds or in other obli-
gations of the states may properly and legally invest funds,
including capital, in their control or belonging to them. The
bonds are also hereby made securities which may properly and
legally be deposited with and received 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 deposit of bonds or other obligations
of the state is now or may hereafter be authorized by law and
shall be eligible as collateral with respect to state moneys
required teo be collateralized.

Sec. 16. Annual reports. (a) The authority shall submit,

promptly following the close of each fiscal year, an annual

report of its activities for the preceding year to the Jgovernor,
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state treasurer and the legislative coordinating council and
shall make such report available to any member of the legislature
upon request, 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 needs in the state, (3)
a statemeht of the authority’s proposed and projected activities
to meet such housing needs and (4) any recommendations that the
authority deems necessary. The annual report shall identify per-
formance goals of the authority and shall «clearly indicate the
extent of progress in attaining those goals during the preceding
year.

(b) The authority shall assure that not 1less than twenty-
five percent (25%) of the total housing units financed pursuant
to this act during each Tiscal year are occupied by.or' available
to low income families. At the close of each fiscal year, the
authority shall ascertain the percentage of such units financed
during the preceding year which are occupied by or available to

low income families. If such percenta is less than twenty-five

= 0

percent (25%), the authority shal recommendy in its annual
report, 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 its books and
accounts to be made at least once in eachlfiscal year by a certi-
fied public accountant.

Sec. 17. Authorization to accent appropriated moneys. The

authority is authorized to accept such moneys as may be appropri-

ated from timeé to time by the legislature for effectuating its
purposes under the provisions of this act including, without
limitationy 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 of the authority.

Sec. 18. Tax exemntion. Pavment jin lieu of taxes. (a) Any

bonds issued under the provisions of this act, their transfer and



the income therefrom, including any profit made on the sale
thereof, shall at all times be free from taxation within the
state.

(b) The real and personal property of the authority, and
its income and operationss shall be exempt from taxation by the
state énd any political subdivision thereof, except that the
authority shall make payments in lieu of taxes on real property
acquired‘pursuant to the provisions of this act, in an amount
equal to the taxes that would be paid on such property were the
same hot exempt from taxation hereander, unless agreement 1is
reached with a political subdivision for payment of a lesser
amount. The authority shall have the same right of appeal from
any assessment made on real property as any person.

Sec. 19. ije:al__ggagLngLLQﬁ. 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 the state, and this act is cumulative to

0

any such powers. This act does and shall be construed to provide

wn

a complete, additional, and alternative method for the doing of
the things authorized thereby and shall be regarded as supple-
mental and additional to powers conferred by other laws. No pro-
ceedings, notice or approval shall be required for the 1ssuance
of any bonds and other obligations or any instrument or security
therefory except as is provided in this aét.

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 provisions of
this act shall be controlling.

Sec. 21. Separability. 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, impair, or invalidate the remainder thereof, but shall be
confined in its operation to the clause, sentence, paragraphs
section or part thereof directly involved in the controversy in

which such judgment shall have been rendered.
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Sec. 22. Conflict of _interest. WNotwithstanding any other
law to the contrary, it shall not be or constitute a conflict of
interest for an officer or employee of any financial institution,
investment banking firm, brokerage firm, commercial bank or trust
companys architectural firms insurance company or any other firm,
personf or corporation to serve as a member of the authority. If
any member of the authority shall be interested either directly
or indifectly, 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 authority, 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 1in the

authorization of any such contract.
Sec. 23. Effective date. This act shall take effect and be

in force from and after its publication in the statute book.
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COMMITTEE REPORT :
T Legislative Coordinating Council

FROM: Special Committee on Federal and State Affairs

RE: - Proposal No. 18 - Kansas Housing Finance Authority

Proposal No. 18 directed the Special Committee on Federal
and State Affairs to conduct "a review of state housing authority
legislation and oPerations in other states.and the feasibility
and necessity of establishing a Kansas Housing Finance Authority,
including an examination of the methods by which such an authority
could assist in the financing of residential housing for families

- of low and moderate income."

Background

The creation of a State Housing Authority to assist in
the financing of residential housing for families of low and
moderate income has been the subject of two recent interim studies
by the Kansas LegiSlature.' The 1970 study committee did not recom-
mend thé creation of a State Housing Agency at that time, but did

note that future developments could warrant such action (1970 Report

and Recommendations of the Kansas Legislative Council, Part I,

pages 254-259). The 1973 study committee recommended that the
legislature take favorable action on a bill to create a State

Housing Corporation (Report on Kansas Legislative Interim Studies

to the 1974 Legislature, Part II, 76-1). 1In additionm, the cce=t7ChL

- . . i
of a Kansas Housing Authority was recommended in ‘D& Govermnor s

Legislative Message and Budgzi Report to the 1975 Legislature (page 9a)




The initial foéal point of this study was 1975 H.B.
2612, which would create a Kansas Housing Finance Authority to
assist in the financing of residential housing for families of
low and moderate income. H.B. 2612 was introduced during the
1975 Legislative Session, amended and reported favorably By the
House Federal and State Affairs Committee, and then re-referred to

that Committee.

Committee Activity

In addition to a thorough study and review of H.B. 2612,
the Committee heard testimony and received statements from repre-
sentatives of the Kansas Department of Economic Development, the
Division of State Plamning and Research, the League of Kansas
Municipalities, urban renewal agencies, the Kansas Office of Econo-
mic Opportunity, the Kansas Savings and Loan League, bond counsels
and investment bankers, contractors, and other iﬁterested legislators
and individuals.

At present, 38 states have enacted legislation creating
some type of state housing authority. Most of these state housing
authorities (SHAs) have béen created as independent agencies
responsible to the governor. Nearly all have been structured to
be financially self-supporting. Most have been granted the au-
thority.to issue tax-exempt revenue bonds to finance housing pro-
grams. . These agencies normally engage in either direct financing
programs or indirect financing programs. Under direct financing
programs, financing for the construction of housing projects is
made by the state housing agency directly to the developer. Under

indirect financing programs, SHAs use their tax-exempt borrowing
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power to increase the amount of mortgage capital in the market by
working through existing financial institutions, such as banks,
saving and loan associations, or credit unions.

The two major indirect financing programs are mortgage
purchase and loans to lenders programs. Under the mortgage pur-
chase program, the state agency purchases residential mortgages
from lending institutions. The lending institutions then re-loan
the proceeds to low and moderate income borrowers. Under the
loans to lenders program, the agencies provide low-interest loans
to mortgage lending institutions which in turn make residential
mortgage loans. The interest rates on these loans are set by the
agencies to cover the cost incurred so that the agencies may be
self-sustaining. In addition, the state housing authority is
normally authorized to accept federal funds available under the
1974 Housing and Community Development Act and other federal pro-
grams.

A Ehart indicating the experience and activities of
existing state housing agencies is included in this report.

Testimony before the Committee was generally supportive
of the state housing agency concept. Much of the testimony con-
cerned specific approaches to the creation of a housing agency

and detailed statements concerning various provisioms in H.B.

2612. It was stated that, should a state housing agency be created

in Kansas with the authority to issue tax-exempt revenue bonds,
the bonds would be marketable. It was noted that a state housing
agency in Kansas could (1) supply money when private sources are

not available, (2) decide where the money will be spend, and



STATE HOUSING AGENCIES

STATUS AND VOLUME OF HOUSING ACTIVITY OF MAJOR FINANCIAL PROGRAMS: JANUARY 1, 1968 — NOVEMBER 1, 1974

Year
Created

First
Bond
Issue

Ticst
Note
Issue

Debt

Authorized
Nov, 1, 1974
{¥ Millions)

Debr
Qutstanding
Nov. 1, 1974

(% Millions)

Mortgage Purchase

Loans to Lenders

Direct Mortgage or
Construction Financing:
Projects Completed or
Under Construetian

Dollar Velume
{$ Millions)

Units
Fimnced

Units
Financed

Dollar Valume
($ Millions)

Units

Project Cost
Financed

(% Millions)

ALASKA HOUSING FINANCE CORP,
COLORADO HIOUSING FINANCE AUTH,
CONNLCTICUT HOUSING FINANCE AUTH.
DELAWARE STATE HOUSING AUTH.
GEORCGIA RESINDENTIAL FINANCE AGCY.

1971
1973
1971
1968
1974

1972
None
1971
None
None

1972
Nene
1973
None
None

No Limit
50.0
100.0*
20,0**

100.0

114.5
None

124.6
None**
None

104.0

B
53.3
i)

B

ts
w
w
s

"~
x
-~

B

B
2,018
1,092

]

HAWAIL HOUSING AUTH.

IDAHO HOUSING AGENCY

TILLINOIS HOUSING DEVELOPMENT AUTIL
RENTUCKY HOUSING CORP.

LOUISIANA DEVEL, AUTLL FOR 115G. FIN,

1970
1972
1967
1972
1972

D

None
1972
1973
None

D

1974
1970
1973
None

No Limit
No Limit
500.0
200,0

0.0

D
n
B
93.0
D

NmED [mwke

i
=
=1

5,679
164
9,793
75

D

MAINE STATE HOUSING AUTIH.
MARYLAND COMM. DEVEL. ADMIN.
MASSACHUSETTS HSG. FIN, AGCY.
MICHIGAN STATE HSG. DEVEL. AUTH.
MINNESOTA HSG. FIN. AGCY,

1969
1971
1966
1966
1971

1972
None
1972
1971
1973

1972
1974
1970
1970
1973

100.0**
8.6
1,250.0
6000

6000

=
200

—
(=%

f‘l(‘)f‘)g a

w
=
S

oNOR0 |UNNED (23000
NONEN |gCE®0 [menoon
o

568
160
25,614
14,971
2,708

I
NEW JERSEY

NEW YORK CITY 118G, DLV
NEW YORK CITY HSC. DEV

. ADMIN,
. CORP,

1969
1967
1970
1967
1971

1971
1970
1971
1963
1972

1972
1970
None
1957
1974

200.0
No Limit
No Limit

179.4

BOO0.0

ooOon

o

i
nczn

2,643
14,915
6}
51.400
6,756

[
1,688.0
3106

NEW YORK STATE DIICR

NEW YORK STATE HSG. FIN. AGCY.
STATE OF NEW YORK MORT. AGCY.

NEW YORK STATE URBAN DEVEL. CORP.
NORTIH CAROLINA HSG, FIN. AGCY,

1955
1960
1970
1968
L1974

1962
1961
1970
1971
None

D
]
None
1972
Noene

1 5[—':0‘ .y
2,100.0%*

750.0
2,000.0

200.0

Eownooionnan

=ORoo

YEimh 10

e

746.0 20,677

Y C
1.232.7 33,245
B n

OHIO HSG. DEVEL, BOARD

ORLEGON STATE 1SG. DIVISION
PENNSYLVANIA [SG, FIN. AGCY.

RILODE ISLAND 1ISG, & MORT, TIN, AGCY,
SOUTIH CARCLINA STATE HSG. AUTIL

1970
1973
1973
1973
1971

D

None
None
1974
Nonc

n
None
1971
1974
Nene

D

200.0
No Limit
No Limit
No Limit

SEeEE

I
B
B
B
3

nEw

=
n
us
-
Q
=]

B 13

B It

81.4 3044
+4 183

3 B

SOUTH DARKOTA HSG. DEVEL. AUTIL
TENNESSEER H5G, DEVEL, AGCY.
VERMONT HSG. FIN. AGCY.
VIRGINIA HSG. DEVEL. AUTIHL

WEST VIRGINIA HSG. DEVEL. FUND

1973
1973
1974
1972
1968

1974
1974
1974
1973
1971

1973
Hone
None
1973
1972

No Limit

150.0**
740

Nao Limit
130.0

~ N
Ewm WD
o i

464 est

986

B
3,927

B

—

SErOE | ENODEE | oNOOn | OnNwWnn
kS

-
ta

L164
K’
C

3,072

2,031

WISCONSIN HSG. FIN, AGCY.

1972

1974

1974

290.0

16,5

1,224

(]

o}

17 103

TOTAL

7432

14,936

520.6 25,260

6,044.4 202,674

KEY

Program implemented but production data was not obtained.
Statutory aurhorization but program not implemented,
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(3) bring money into the state through the sale of bonds.
Data presented by the Division of State Planning and
Research indicated that a housing shortage exists in Kansas.

According to the Future of Kansas Study and Kansas 2000, 15,375

new housing units will have to be built yvearly for a total of
461,000 units which will have to be built by the year 2000 for
Kansas'to meet its housing needs. It was stated that about 40%

of this housing need will be met through conventional financing
mechanisms. These conferees noted that (1) the housing problem
is somewhat regionalized since the need for housing is accelerating
in urbanized eastern Kansas with a modest increase in far southwest
Kansas; (2) about 50% of the state's housing was built before 1940;
(3) in the next generation, there will be proportionately more
adults in Kansas who will create a need for inexpensive, yet stand-
ard, housing; (4) 6% of the existing housing in Kansas is sub-
standard on the basis of certain physical characteristics.

Much of the Committee's deliberations were directed toward
specific alternatives which would have to be included in any pro-
posed legislation. These areas of concern included: the member-
ship and composition of the housing board; the Ealance between
rural and uﬁban construction; the balance between new contruction
or the rehabilitation of existing housing; the general authority
and powers of the state agency; and the eligiblity requirements
for low and moderate income families. It was decided that H.B.
9612 was not a suitable vehicle with which to accomplish the crea-
tion of a state housing agency. Accordingly, a new bill, re-

taining certain portions of H.B. 2612, was drafted for Committee



consideration. This bill was extensively reviewed, considered,
and amended by the Committee. It contains portions of H.B.
2612, specific approaches patterned after existing legislation

in other states, and various suggestions made by Committee members.

Conclusions and Recommendations
A majority of the Committee believes that the establish-
ment of a Kansas Housing Finance Authority is both feasible and
necessary at this time. This authority will assist in the finan-
cing of residential housing for families of low and moderate income,
serve as a central agency which can make use of available federal
funds, and provide statewide coordination for the development of
low and moderate income housing in Kansas. Therefore, a majority
of the Committee recommends that the 1976 Legislature take favorable
action on Bill which would create a '"Kansas Housing
Finance Authority" to assist in the financing of residential housing
for families of low and moderate income. The major provisions of
the bill are as follows:
1. A Kansas Housing Finance Authority, composed of seven
members appointed by the Governor and confirmed by
the Senate, would be created. The Director of the
Division of Housing of the Kansas Department of
Economic Development would serve as Secretary of the
Authority and the staff of the KDED Division of
Housing would serve as the staff of the Authority.
2. The Authority would be authorized to issue tax-
exempt revenue bonds, in an aggregate amount not
to exceed $100,000,000, to provide funds for the
financing of residential housing for low and .
moderate income families.
3. Bonds issued by the Authority would not be deemed
to constitute a debt of the state or a pledge of
the faith and credit of the state. The bonds would

be secured only by the revenues and assets of the
Authority. However, a ''moral obligation™ on the



state is established by the requirement that the
chairman of the Authority annually submit to the
Governor and the Legislative Coordinating Council
a certificate stating the amount, if any, required
to restore each bond reserve fund to the bond re-
serve fund requirement. The Governor would be re-
quired to submit to the legislature in the next
succeeding budget the amount, if any, required to
restore each bond reserve fund to the bond reserve
fund requirement.

4. 25% of the proceeds of the bonds issued would be
“" required to be used for the rehabilitation of exist-
ing residential housing.

5. The Authority would be empowered to purchase mort-
gage loans from and make loans to lending institu-
tions, such as banks, savings and loan associatloms,
and credit unions. However, the Authority could
not make direct loans to developers, contractors,
or individuals.

6. The Authority would attempt to attain a balance
between rural and urban housing needs, and between
needs for family housing and housing for the elderly
and handicapped, in general proportion to the needs
identified in the statewide housing plan. The Au-
thority would also give priority consideration to
rural and urban housing rehabilitation programs.

7. The Authority would determine the eligibility
criteria for low and moderate income families,
irrespective of age, marital status, race, creed,
national origin, or sex, taking into consideration

among other factors: (1) the amount of total family
income available for housing needs; (2) the size
of the family; (3) the cost and condition of housing

facilities available; (4) the ability of such persons
and families to compete successfully in the normal
private housing market and to pay the amounts at
which private enterprise provides sanitary and safe
~housing; and (5) standards established for wvarious
federal programs determining eligibility based on
family income.

8. Prior to the financing of any residential housing,
the Authority would be required to determine that
the proposed residential housing has been approved
and the proposed financing requested by the govern-
ing body of the city or county in which the housing
is to be located. This would not be required,
however, for the construction or rehabilitation of
a single-family unit by an individual if such unit
is to be used as the place of residence of such
individual.
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10.

The Authority would be required to assure that at
least 25% of the total housing units financed during
each fiscal year are occupied by or available to

low income families.

The real and personal property of the Authority,
and its income and operations, would be exempt

from taxation by the state and any political sub-
division, except that the Authority would make
payments in lieu of taxes on any real property
acquired in an amount equal to the taxes that would

be paid on such property were the same not exempt

from taxation, unless an agreement is reached with
a political subdivision for payment of a lesser
amount.

1

, 1975 Respectfully submitted,

Senator Neil Arasmith, Chailrman
Special Committee on Federal
and State Affairs
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It is anticipated that a Kansas Housing Finance Authority
would provide the first real present and future hope of closing
the‘widening gép between the supply of and demand for privately
built modern housing for the long-neglected low and moderate in-
come market. However, it is unfortunate that, traditionally,
most state housing finance agencies have focused their greatest
amount of efforts on suburban middle income housing. Thus, it
is imperative, that the best way to ensure that low-income
households -- both rural and urban -- are assisted is to specifically
state that intent in the law. 'The bill should also stipulate that
a balance be struck between metropolitan and nonmetropolitan assis-
tance in proportion to the needs identified by the statewide hous-
ing plan.

Another step which could be taken to help ensure that
rural, lcw income housing needs are met would be to require that
at least one member of the board be rural based and that one member
be either a low-income person or a representative of low-income
housing interests. Legislative intent that those in need receive
the highest priority must be made clear. The needs of rural Kansas
cannot be overlooked since 15.9% of rural housing is substandard
and over half of the state's substandard housing is in rural areas.

Other points which should be included in the bill in-
clude: |

Specific instructions to work with other housing entities
such as providing services to FmHA or concentrating ef-
forts to expand a particular FmHA program. Specific

language encouraging the HFA to seek means to cooperate
with FmHA should be included.



= 8 g
Include additional provisions which will strengthen the
commitment to meet low and moderate income housing needs.

Identify low and moderate income hou51ng performance
goals for the authority.

Identlfy a good sound management team once the project
is completed and provide proper training, upkeep, etc.

Include provisions guaranteeing both a project's market
feasibility and consistency with state and local housing
assistance plans and goals for the distribution of low
and moderate income units.

At this time, we do not have an adequate inventory of
housing needs in Kansas. A current and complete catalog of hous-
ing for the state, its cities, and regions, is an essential step
in dealing with houéing problems. Of particular importance is a
survey of rural housing as to adequacy and condition, since vir-
tually no current data is available pertaining to rural areas and
small communities. A concéntrated evaluation of other state
housing agencies should be conducted to assess the effect of their
programs on providing housing to low and moderate income groups.
Appropriate committees of the legislature should investigate the
role of local codes and ordinances and their contribution to ris-
ing housing costs.

Representative Paul Feleciano



