
THE WHITE HOUSE: 
WA$H:fWGTOI'>I 

Maroh " 2000 

MllMORANtltlM FOR 	 THE SECRETARY OF HOliS .NG AND lJl'UlAN DEIlELoPMIlNT 
DIRECToR, OFFXCE OF MANAGEMENT AND BuOOET 
DIRECTOR, DOMESTIC POX,ICY cowelL 

SUBJECT, 	 Ded1eat1ng Pedera~ HOusing Administraclon (FHA;
Revenues for Affordable Rousing 

One of the fundamental goals of my Administration has 
been to reinvent government, to make it serve tbe public 
bet~er and restore puhlie confidenoe in the inst1.utions of 
government. Tbe Departl1l<>nt of Housing and Urban J)avelopment 
(1l\J!)) has met tlt<oBe goals. wall. tum' s 2020 ManaIJement Reform 
Plan has transformed tum froM top to I?<>ttom, ami helped Il\J!) 
~mprove performance even AS it has reduced the number of ~ta 
employees. The Department baa twice haen raoogni.ed by the 
Kennedy SOh061 	of Government for innovution in government. . 	 . 
Nowhere 113 the: 	turnaround at HUD more evident than in FltA.. In 
the early 19906, ~ wae in near-bankruptoy. Tod~y. FHA and i~s 
Mutua1 Mortgage Insurance (MMI) Fund are f~nanclally healthier 
than they have 	been 1n decades. On March 6, BUD releaeed tbe 
results of an actuarial review showing that tbo total value of 
the Fund in Fiscal Yea~ ~999 was more than $5 billion above the 
total value reported for Fiscal Year.199S. These improvements
in the Fund"are aue.not JUBt to re~ent eoonomic prosperity, bu~ 
also to fundamental changes in FHA.. The Office of Management
and Budget will assess the actuarial review to determine its 
accuracy, ite implications for the overall status of FHA 
fin~cest and ita consistenoy with my Administration's 
eeonomic.assumptlonG. 

As you know, my Bud~t for Fiscal Year 2001 aubetentially
expands our efforts to p~ovide affordable housing. The Budget
provides a total of $32 billion -- $6 billion more than. last 
ye"r .- with inc):ellSes for all ot tum'. cor<> progr.. ma. And aG 

the 1mprove~ ~dminiatration of HUD and the FHA make nvailable 
additional resources. we will have the opportunity to do QVeC 
more to unsure 	that all Americans have nocess ~o affordable 
housing. 

Therefore 1 I direct ·you to report to me within 160 days you~ \ 
recommendatiOns on h~~ newly.avai1abla funds can be used to 
further gtrengthen Federal housing p~rQm~ and develop a plan 
co enhance eOmprehens1ve affordable housing opportunities. 

http:raoogni.ed


Issue 

Does actuarial review 
indicate that FHA receipts 
will be above the baseline? 

OMB 

No. The review shows that 
profit per dollar ofbusiness 
has risen. This increased 

, 

• FHA 

FHA receipts depend on 
profit per unit and total 
volume ofbuslness. The 

,,,,, 
,, 

, 
,, . , 
, 

profitability per unit is offset, 
however, by declines in the 
volume of mortgages. Taken 
together, these new 
assumptions show FHA 
receipts below the baseline. 

actuarial review shows that 
profit per unit has risen x~y 
percellt. OMB will publish 
new volume estimates with 
the next Budget 

New budget mechanism to 
dedicate a portion of FHA 
receipts to construction 

: Do not mention. Absent 
excess receipts) there is nQ 
reason to create a dedicated 

Dedicate a portion o[FHA 
receipts to a new housing 
production trust fund, 

program? fund. 

Specify the amount of 
funding that should be used 
for housing production? , 

No. Simply state t11at 
housing production should be 
a priority for funding in FY 
2002 

Yes. Call fol' housing 
production program of$5 
billion over five years, 

When should spending 
begin? , 

Funding should be provided 
in the context of the FY 2002 
Budget. 

Housing production program 
should be a priority use of the 
reserved l;Judget surplus. 

,, ,

, 
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MllfCh 20. 2000 

Memorandum 10: ThiJl800d MatShAll Jr,. Secretary t. the Cabinet 
<e; Bruce Reed, Assistant IQ the President for Domesrie Policy 

Gene Sperling. As,istant to the President for Il<onomic Policy 
Sdti Warren 

"mill! Jacquie Lawing, Chi.fod Slaff(Acling) 

Re: Pmpooal for lToaIdo.tIaJ Aotlo.: HIJD'. WofSl' Cou New HolJlliDg Report
1 

Secretary c ..... lias asked "'e to offer the Whhe ll<!= the op;>OItUIlily to r.l.... HUD', upcoming 
report Rental HmJing AssI.dance. on March 27th. The report demonstrateS that the Administration's 
housing poIiey is o~ the right track,. and provides a strong facrual basis fur laking the next steps to ensure 
safe and aff'ordablt: housing. The release of this repott will give: the President or the Vice Presideoi a 
chance to remind tbe nation of one offheir most important themes: In 1bls time ofprosperity, there are s.till 
thme left behind, and we must- do everyt.b.j.ng we can to raise them up, 

The.eprn1 wih he ....dy to relcas. on March 27"'. With HUD', S ..... appropriations heuing on March 
)0". this will be an idtal time to point out that desphe the booming """""my, worst case .-comjnue to 
increase througl:u:xlt the nati01l- end have now reached an all~timo hlP. of 5.4 million households. based on 
the 1997 data in me report, The finIlinll" in ibis report document an equally compel1ing conclusion; there is 
an urgent need to strengthen the federal governmem's rote in assuriag adequate supplies. ofde«nt and 
affordable housing fur America's lowesE~income families..
• 
MIUl)' ofthe Ac!mU\;!ltrAIion·.moot recent actions are ,_glyJ"'tifiod by tbis report. The Presidont·, FY 
2001 budgol includes funding fur 120.000 ine..........1lIOuch.",•• critical next SIep lOWard redudllg wurst 
cue needs.. HUO's proposal to target 10,000. of these vouchers for housing pn'.Jd\lCtion vouchers - for u&e 
with the Low Income Housing Tax Credit and FHA Multifamily I",umoot - will create a _ of40.000 
affordable 11e\¥ unib. 

OIher elements of the Adlninis""i..•• FY 200' budget willa'''' play an imporlanl rol. in add....ing tho 
noeds higblighud i. thi, <q>ort. HOME and tho Low-!JIcome H....inS Tox C,edit (LIHTC) are 
successfully produ<ing housing affimiable to households near the wry-low-income cutoif" Other HUD 
prognuns supported and strengtllened by the Administration provide additional eritb:al ...."""""", 

I 
Motlle< resouree to address tIIis \lfOblem, one jus, recently identified, is the imp,o"" perfunnaru:e odthe 
Federal Housing Admiaistration and itll MulUal Mongage IlISUfance (MMI) Fund. In FY 1999 tho FHA 
MMf fum! getreI1ltod a surplus of S16 billion - 010'. than $5 billion abo,. tho _ value reported fur FY 
1998, T'hcse surplus funds can M an important SO'W'Ce ofadditional fubds co enhance HUD's affordable 
howing efforts. In 1iI<~ ... March 1. 2000. P,,,,idenl Clinton directed HUD and OMS to preparo 
roenOllllBllllations for how best to use ••wly availabl. funds 10 further suengthen federal housing _ .... 
and enhanee ~ive affordable housing appOrt_, 

We believe the uaeiase ofHUD's R~nral H01lSing A8$lslance giVCl$ the White House rhc opportunity to 
..u.b",'" our ,ue.,...., while laying out the blueprint fur wh"" w<> need to go mOO, I'Ita$c feel free to call 
meat 708-2713 with allY questio.. or f..,.;....'" I oppreciare your ",.,ideralion. , 

http:everyt.b.j.ng
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THE WHITE HOUSE 

WASHINGTON 

March 'f 2000 

, , 
MEMORANDUM FOR 	 THE SECRETARY OF HOUSING lIND URBAN DEVELOPMENT 

DIRECTOR. OFFICE OF MANAGEMENT AND BUDGET 
DIRECTOR, DOMESTIC FOLICY COUNCIL 

SUBJECT, 	 Dedicating Federal Housing Administration (FHA) 
Revenues for Affordable Housing 

One of the fundamental goals of my Administration has 
been to reinvent government, to make it serve the public 
better and restore public confidence in the institutions of 
government. The Department of Housing and Urban Development 
(HUD) has met these goals well. HUD's 2020 Management Reform 
Plan has transformed HOD from top to bottom1 and helped HOD 
improve performance even as it has reduced the number of its 
employeeB~ The Department has twice been recognized by the 
Kennedy School of Government for innovation in government.

• 	 • 

Nowhere is the turnaround at HOD more evident than in FHA. In 
the early 1990s. FHA was in near-bankruptcy. Today, FHA and its 
Mutual Mortgage Insurance, (MMI) Fund are financially healthier 
than they have been,in'decades. On March 6, HOD released the 
results 'of an actuarial review showing that the tota.l value of 
the Fund in Fiscal Year 1999 was more than $5 billion above the 
total value reported' for Fiscal Year 1998. These improvements 
in the Fu~d are due not just to recent economic prosperity, but 
also to fundamental changes in FHA. The Office of Management 
and Budget will assess the actuarial review to determine, its 
accuracY, its implicatiqns for-the overall status of FHA· 
finances" and its consistency· with my Administration t s . 
economic assumptions. 

" 	 ,As you ~ow, my Budget for Fiscal Year 2001 substantially 
expands our efforts to provide affordable housing. The Budget 
provides a 'total of $32 billion -- $6 billion more than last 
year - - ,with increases for all of BUD's core programs. And as 
the improved administration of HOD and the FHA make available 
additional resources, we will have the opportunity to do even 
more to ensure that all Americans have access to affordable 
housing_ 

, , 
Therefore, I direct you to report to me within 160 days your 
recommendations on how newly available funds can be used to 
further ,strengthen Federal housing programs and develop a plan 
to enhance comprehensive affordable housing opportunities . 

• 
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NEWS 

Depanmeut 1)CHousing and Urban Development - Andrew Cuomo, ~erth:ry 
Office GrrubU~ Analrt. Wa~blngton, DC %0410 

HUD No. 00-48 fOR Rjil,EASE 
(202) 7Q8-0685 ! Wednesday 
http://www.hud.govlnews.html March 8, 200C 

PRESIDENT REQUESTS PLAN TO USE ADDITIONAL FUNDS 
I GENERATED BY FHA FOR AFFORDABLE HOUSING 

WASlUN9TON - Responding to a new report that says the Federal Housing Administration 
has generated additional funds beyond previous projections, President Clinton today requested 
reconunendationston hDw to best use oxcess FHA revenues to expand the supply of affordable 
hOUlling over the ri~t five years. , 

I 
A !"Port released Monday says 1M value of the FHA lns\lI1Illce Fund for Fiscal Ycar 1999 

was more than $5 bUlion abo\'d previous estimates. 

The President issued a directive today to Housing ar~ Urban Development Secretruy 
Anc..~w Cuomo and Office: Qf Management and Budget Director Ja.ck Lew I'equesting 
''Teconlmenda1.ions on.how newly availabl:; funds can be used to further stIengthen federal housing 
program.s and develop a plan to enhance comprehensive affordable housing opportunities." 

Recommendations could include subsidizing the construction of new affordable rental 
housing:, downpaymern assista!lce programs to increase homeownership, and other initiatives. 

"'One ofthe fundamental goals ofroy Administration has been to reinvent govertuncot, to 
make it Serve t.i)e public better and teSt¢re public confidence in the institutions of gov~mment," the 
President said in hi, directive 10 HUD and OMB. "The Depamnenl "fHousing IlI1d Urban 
Development bas. ~et these goals well ..... And as the improved administration ofHUD.and the 
FHA make availah!e additional resOUl'CCSt we will have the opportunity to do even more to ensure 
that all Americans have llGCe:SS to affordable hous~ng." 

'~ore than\j mlHion struggling American families are in desperate need of affordable 
housing," Cuomo s'aid. "These families now spend over half their income on housing and they can 
barely make t:nds meet. Investing any excess funds from FHA to help these families get tbe housmg 
they need will helpltransfonn their lives and will help revitalize comr.lUluties across our nation,"

• 

~rnore~ 
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FIlA, which is part ofRUD, generat.. revenue through it, Mutual Mortgage Insurance 
Fund. The fund coli"".. revenue from fees FHA charges for mortgage insurance. FHA currently 
returns funds it generates above expenses to the U.S.Treasury each year, 

I 
I 

Because ofsuccessful management reforms at RUD and FHA, FHA is now expected to 
hIi,g in additional funds between the year. 2002 ll.'1d 2006 above projection, contained in the 
President's propOsed Federal Budget for Fiscal Year 2001. 

, 
An independent report issued Monday by the accounting firm of Delaine & Touche concluded 

that FHA is in its ~trongest financial condition ~ince it was created in 1934, with a record ecnnomic 
value of$16.6 hillion, 

I 

I 


The Deloitte & Touche study says the record $16.6 billion economic value of the FHA's 
insurance fund is an increase of $5 J billion over t998. The: study says this improvement will withstand 
potential economic downturns. The economic value of the fund is defined as the su,0I of existing capit.'!l 
plus the value ofcurrent insurance in fon:e. 

The report also states that FHA'$ capital adequacy ratio is 3.66 percent - fat i.o excess ofthe 
Congressionally mandated goal of2 percent. The capital adequacy ratio is the economic value of the 
furui divided by the total inBurance in foree. 

In addition, Deloitte &; Touche found that FHA has made a remarkable turnaround from just 
len years ago, The FHA insurance fund h.ad an economic value ofnegative $2.7 billion if! 1990, 
FHA suffered yeru:s ofmismanagemant in the 1980s. and by 1990 it had projected losses from 
claims on mortgage insurance far in excess of projected revenue. Absent radical restructt:ring, It 

costly federal hailout seemed Inevitable, 

FHA docs not make mortgage loans directly, bU1 rather insures loans made by private 
lenders to homebuyers. Last year FHA inBured. record 1.3 million mortgages worth .125 billion. 
Because FHA mortgage insurance protects lenders from les.ses, it has enabled 30 million American 
families who would otherwise be locked out ofthe mortgage market and homeownership to qualify 
!'or mOI1gages. 

FHA now insures about 6.7 minion mortgages, When homeowners fail to make payments on 
mortgages insured by FHA. the agency first tries to help them stay in their homes through 
foreclosure avoidarice. Iftbis is not SUCGessfult the lender forecloats on a home and conveys it to 
FHA in exchange for FHA payment of the outstanding mortgage balance, FHA then puts the home 
up for sale. . 
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FHA-inslircd loans MOO ben.lit homebuyers in these ways: 
, 

• 	 FHA dO\vnpayments of 3 percent are lower than the minimum that many lenders require for 
non-FHA mortgages. Higher downpayments are a major roadblock to bomeowners1-...ip.,, , 

• 	 FHA's requirement for hlunehuyer credit ratings are more flexible than those set by ma.'1i',
lenders for non~FHA borrowers. 

• 	 FHA permits homebuyers tp use gifts from family members and non~profit groups to make their 
entire downpayment, while conventional loans generally require homebuyers to come up with a 
portion of the 'downpayment from their own funds., 

I 
• 	 FHA pencits ~ borrower to carry more debt than a private mortgage insurer typically allows. 

http:bomeowners1-...ip
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Mr: Stegman' said the Housh 
partment was also adding to th4 Nonprofit Groups Plan 193,800 Low-Income Housing Units ply of new housing through 

By MICHAEL JANOFSKY 

WASHINGTON, March 13 - Chid
. jng the Federal Government for not 

providing more low-income housing, 
officials from four nonprofit organi
zations pledged today to spend $13 
billion on new housing over the next 
four years. 

The money, the officials said, will 
be used to build 193,800 units in more 
than 2,400 communities across the 
country. In the last four years, the 
groups said, they have raised $8.9 
billion and built 136,300 units in 1,940 
communities. 

"Whether they want to hear It or 

nOI, this is a challenge to public lead
ers who say nothing more can be 
done," Paul S. Grogan, the president 
and chief executive of one group, the 
Local Initiatives Support Corpora
tion, said at a news conference in 
announcing the plan. "It's time to 
stop kidding ourselves and finish the 
job of making affordable housing 
available to every American." 

Mr. Grogan and officials from the 
other orgaru.:ations - Habitat for 
Humanity International, the Enter
prise Foundation and the National 
Neighborworks Network - said they 
were making such a large commit

ment because they felt· that neither 
Congress nor the Clinton Adminis
tration was adequately responding to 
a growing demand for affordable 
housing, which they asserted had 
reached IO.5·million families. 

Millard Fuller, the president and 
chief executive of Habitat, called II 
"ridiculous, shameful and disgrace- . 
ful" that the Government had not 
done more. Taking aim at housing' 
problems in the District of Columbia, 
one of many cities in dire need of 
more low-income units, Mr. Fuller 
said, "Why should the capital of the 
richest nation on earth not have sub

sldized housing?" 
But an official at the Department 

of Housing and Urban Development 
disagreed with assertions that the 
agency was ignoring the problem of 
finding suitable shelter for low-in
come people. 

Michael Stegman, the chief of staff 
to Housing Secretary Andrew M. 
Cuomo, said the department intend
ed to spend $46 billion over the next 
four years "to help those with the 
greatest housing needs" through 
programs that produce new housing 
units and provide vouchers for exist·. 
ing units. . 

means, including a current pn 
that demolishes old, high-rise 
ing projects and replaces ther. 
town-house units spread ! 

working-class and middlt 
neighborhoods. Often, he sa 
many as half of the bigh-ris~ 
have long been aban10ned 01 
become uninhabitable. 

Referring to the departl 
spending projections. Mr. SU 
added: "Is that enough mone: 
There will never be ePOugh me 
meet all the housing needs i 
country. Do we want more? SI 

F. Barton Harvey 3d, the eba 
and chief executive of the Ent~ 

PHOTOCOPY 
PRESERVATION 
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Mr, Stegman" sa1l1 the Housing t)e· Foundation. said Wat I'll> Congress 
partment was also lUiding to the $Up. strained to bal..am:e the budget by~ Housing Units ply of new housing through, other 20G2, private' fund-raising efforts 

sidtted hQusing?" . 
But art o1Uclal at t.be Department 

Qf Housing and Urban Development 
disagreed with assertions that the 
agency was ignoring the problem of, 
finding suitable Sheller- for IOWo-in
come pe<lpIe. 

Michael Stegman, the dUef of staff 
to Housing Seererary Andrr.'W M, 
Cuomo, s3i11 the department int€fld.. 
ed to spend $46 bUlIQn over !.he next 
f<JUt years "to help !.hose with the 
greatest hoostng needs" through 
programs that produce new housing 
units and provide vouchers for exist-. 

, ing uniL,,_ 

means. including a current program 
that demolishes old, h~nse hous
ing projects and replaces them With 
town..£toose units spread among 
working<iass 8.Ild middle-clasS 
neighborhoods. Often, he said, as 
many as half of the big&rise units 
have long been aban10ned or' have 
become uninbabiUlble. 

Referring to the department's 
spending pro}ectionS. Mr, stegman 
added: "Is that enough money? No. 
There will never be el"OOgh money to 
meet all the housing needs in this 
counu-y. Do we wanl nrore'? Sure," 

F, Barton Harvey 3d, the chairman 
and chief exeaaive 6f the Enterprise 

would become mcreasingly impor
tant In meeting the demand for new 
""""n& 

The Housing Department bas re
quested an increase of $5,6 blllion ill 
budge~ autbority for the 1998 fiScal 
~ar, largely to ~r el'piring mnw 
tracts that provide 4.4 millWn people 
with kv4"<QSl housing. Otherwise, 
ML Harvey said, the housing budget 
would remain relatIVely flat, a! 
about $19.i bllltOn for 1008, (.Qmpared 
with about $19.2 tnllion for this yeac 

TIle nunprofi[ organitations said 
the new housing units wwld be 
awarded through local CG:rtlmunity 
groups. 

PHOTOCOPY 

PRESERVATION 
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Record Type: Record 

I 

To: Elena Kagan/CPO/EOP 

cc: 
Subject: Housing Bill 

• ---------------------- Forwarded by Bruce N. Reed/OPO/EOP on 05/06197 01 ;13 PM --------.--.--.---,----,.- 

, 
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Record Type: Record 

To: Bruce N. Reed/OPD/EOP 

cc: 
Subject: Housing Bill 

T P actually 0 ases' the bill unless certain amendments are made. They list 8 different areas' 
we want changed, but they probably don't all rise to the level 0 a veto. 

i· 

Of the other fixes~ there are only two I think you might be interested in. 

First, we want to delete requirement of a self-sufficienc a reement between PHAs r 
a~istance recipients. In t e ouse I, this has two components: the 8 hour service requjrement, 
and a contract with adults that sets a targeted graduation date. Our bill in vice 
r~Ulrement, ut not the contract; mstea our proposa c arifies~ that "it would be the PHA's job 
to assist Sta-te welfare agencles,"presumably on the logic that housing offices shouldn't be welfare 
offices... 

Second, we want to delete the re uirement that rivate owners of federall assisted sin are 
provide With conviction information about applicants and tenants. Hmmm ... 

Of other interest: HA2 land our alternate as well, I assume) includes ';290 million for 98 and 99 
for a new rant tofiht crime in and around ublic or assisted housing; expands access to NCIC, 
and Aahm's sex offender registry; and mandates 3 years of ineligl Iity if a family is evicted for a 
drug-related crime. 

, 
Let me know wha! else you want to know. , 



-,,~~~.c..J3ublic Housing Needs Refor~~IQO 

ByJason Turrier 

_ MILWAUKEE:cross, the" country, seis~ic 
--changes· to' welfare,' 

. schools .and socialA 
reqUired under the new ~elrare law 
can,- under the. public housing rent' 

- programs like foster: formula, gei _partial "recompense I~ 
. care are under way. the form of rent reductions. Those' 

Yet the nation's pub-' tenants ~ho do go to work see their 
lie housing system has-:remained rent increased; what motivation do 

"elect not to partiCipate"- cannot be 
denied housing benefits. 

Worse, tenants who have their· wel
fare benefits re~u!=~jf they refuse .. 
to.p~rt!cip~e-in the.\1{l!rk programs, 

sweeping reform movements. :.' know tnelr neighbors are not penal-
Every year, we Pour billions of Ized for staying at home? 

· dollars into renovating and main- 'Here's another example of outmod- . 
talning public housing, But we re-..ed.lawobstructing sound policy. Tax-
quire no self-help efforts from ten
ants', though people who receive wel
fare In the form of cash assistance' 
must now work or go to school: Wis
consln's welfare department tried to 
team up with the Milwaukee public 

· housing administration last year to 
coordinate a program to help resi

," dents obtain private-sector jobs. But 
It was Impossible to do, that under 

( public housing law. .' 
. Federal rules pe_rmit local ho.using. 

· authorities to re.quire nonworking 
tenants' to sign a "self-sufficiency"~ 
agreem~nt. basically a promise to 
pa~iclpate .In a program ,aimed at 
movlng,them into jobs. ·But the regu~ 

· lations also say that tenants who 
. ... . 

Jason Turner, director of the Fed
eral welfare program during ,the 
Bush Admiiiistration, ,helped plan 
Wisconsin's recent welfare overhaul. 

payers are dumping what amounts to 
more than $90,000 per apartment to 
renovate one of Milwaukee's public 
housin'g projectS. For that money, we 
could buy each tenan~ a single-family 
home with a' nice lot. But the real 

,question' is who will be selected to live 
In these fine new units'once they are 
completed. It would make sense to 
,reward families that have shown they 
can care for an apartment, and that 
have a .worklng head of household 
who can pay higher rent and thus help 
support the project. 

These are Important status re
wards for tenants who are responsi

. ble, and the public housing system 

Give cities more 

poweL Reward 


working tenants. 


. . . 

holed up, largely immune from these they have to' succeed at a job if they· . year as A_ld to FamilIes \ylth De

pendent Children, fai,ls to take this 
IR!O account.· 

Now Representative Rick Lazll?, a 
New York RePl!blican who is chair
man of the subcommittee with juris-. 
diction over public housing, has intro
duced a bill, scheduled for a vote this 
month, that would repeal the Housing 
Act of 1937 and substitute sensible,' 
comprehensive reforms ..The meas
ure is by no m'eans as revolutionary' 
as an earlier eHort to introduce 
.vouchers for public "housing, nor is it 
as ambitious as the wel~are law. But it , 
would make management and ten
ants more accountable. (A companion 
bill in the Senate is weaker.) 

Y~t the 'public housing lobby ob
jects to a" provision of the House bill 
that would change the stultified rules, 
giving ciUes' a chance to devise better 

should support them,just as the cash' : and more flexible ways of managing 
welfare sy~tem h~s"been changed to their housing'stock: In exchange for 
support and 'reward those who try to that flexibility, the' Department ,of 
help themselves. But the existing Housing' and Urban Development 
public housing entitlement program, would require housing authorities to 
which was'created'in 1937, the same meet higher'mana~ement sta~dards'I'" 

'Sound.s like reinventing government. 
Why do the public housing authorities 
object? . \ 

They.don't mind having flexibility, 
but the reform bill would upset their 
relationship with HUD, which pro
vides most of their money and tells 
them how they must o'perate. 'Mayors 
and city councils would be allowed to ! 
go qirectly to the Federal agency. with I 
ideas for change. The large housing i 
authorities say that's not necessary. I' 
They claim that they can reform 
.themselves, and that giving local pub
lic officials a say, in management 
would only politicize the sys·tem. 

In some cases this has been true. 
But even independent of city offi
cials; public housing has been politi
cized and mismanaged for decades. 
Most mayors have not played a large' 
and constructive role in public hous
Ing because they consider it· outside 
their jurisdiction: Under current law 
they. usually have an indirect rela
tionship'with their housing authori
ties., . ' 

." 

. with' the potential to revamp the en
tire system, he' identified: Public 
housing' is a form of welfare, and the 
voters' patience for'it can no longer 
be sustained without serious reform. 
It's time for New Democrats and 
urban . liberal . defenders of public 

. housing to .join with Republicans to 
make sure that the changes proposed 
by the House bill are turned into 
law. 0 -' 

:But if local politicians have a 
greater stake in the system, they will 
see it as something they must be 
accountable for. Whjle some mayors 
will not· rise to the occasion, others, 
like Mayor Rudolph Giuliani of New 
York and Mayor John Norquist of 
Milwaukee, can be expected to seize 
the new opportunities. ' 

We have learned from permitting 
states to reform welfare that only by 
allowing a hundred different solu
tions can the truly superlative ones, 
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The Techno -Terror of1897 

to 

• in Brooklyn, a Roman c,:,~;)!~C
. By Bany Golson man persuMea a younger, \I


A menace that willed Methodist acquaintance 

abandon hiS faith ,and jOin him in 
' a new century draws nigh, a corrupts youth and . Papist rituals_ Both men were em, dire threatto the mor . . ployed by the focal telephone firm! . . als and fabric of soci~ 
,'Wives, sons and daughters have sows conspIracIes. . ety looms betore us .. 

been loosened frem paternal ties by, Many describe this unrestricted use of telephones';' un~Pi, new 'network, . by scrupulous operators are linked dl
which machmes residing in'the very 

Yonkers. using a "par'ty nne'," on,' r.eetly into our hearthS and homes.. lbosom or our families are linked in 
which unrelated persons may speak calion President McKinley and Cantelegraph-like fashion, as a boon' to 
at the same time, a prominent mar- gress to go beyond the recent pas,mankind, But rlght-thinking, Amen
tied man was heard making a reno sage of the Telephone Decency Act,cans wlli see these speaking machines • dezvws with the wife Qf another, which the Supreme Court will assur·for what thl;!Y. are: potentlal instru

• At a respected firm' on Wall edly confirm, I call for a Federalments of tire deVil, WitneSs, if you Will, Street, a stOCkbroker made a tele. bureaucracy by which telephOnea few items 'reported so far·in 1&97. phone connection to a client. urging calls will be monitored by morally• A once-pu)U$ child of 12 in Roch 'that he purchase securities In,a bug-' upstanding committ*S in every
,ester, N.Y., whose father negligently gywhlpmanufacturer, The:rompany- town and hamlet., ,c .
allowed him to use a so-called tele- . went bankrupt several months later, We must stop. the spread of turpi
phone installett in thelr home, was and'the redpi-ent of the call is now in tude now. If not. wtuit next? Aiready, 
repeatedly overheard speaking into the poorhouse,. , ,science journals speculate about 
it, using language not fit to print in . • On Manhattan's Lower East "Wireless" messages.ot a day when
this newspaper. . StOO, political malcontents freefy use . images may be'sent through the air. 

• iill the law-abiding suburb of the telephone network to exchange We must act now to tame this venom· 
, .' 

disloyal, 'seurit!ous . speeulation ous network - nay, this Net of Vipers. 
· Bar~Y. CaJ.ron is editor in ch'''f of about our Government - that a war· 'Yes, we must censor the Net, for the 

Yahoo! Internet Life magazine. w~th Spain ,is being plotted! sake <If generations yet (0 come! Ci 
) 

Observer ., 
RUSSELL BAKER 

Dumb and Whiney 

We art! fortunate today to have dp not see people, they see s.tatistics. 

,with uS Dr. B. B. Braithwaite, the DB" h. "To Alan Greenspan, as to an eeon
eminent authority on self-help, dlet. r. ratt wrote omistS, YOU. Mr. Sorehead. are not Mr. 

getting rich quick and finding splrit~ , Sorehead at all You are a number. A 

ual peace In 30 days... Dr, Braithwaite very interesting number, to be sure,
exp,laiIj.s it alL 
has kindlY agreed tt) answer a few - but just a number. 50 for heaven's 

questions from our readers: sake, man, qUIt blubbering, buck up 


First, Doctor, can you exP1atn to' and start acting like a number." 

,Baffled Sasebal1 Fan why our Gov~ full ot voters of Eastetn E.uropean .'. 

emment refuses to let aur teams extraction who despise and fear Rus. . _ 'While we are on economics, Doc· 

play baseball in Communist Cuba sia in any form. T;) harvest their tor, perhaps you can You answer this 

whUe leaning -over backward',to en· YOtes, politicians must muve NATO questlon from Goms Nowhere. He: 

courage our ~usmessl'ruJ'~ to .t.oady .. ever doser to the gates of Moscow" wants to know why his pay never 

to~, big bucks lfl Commur:zst ~hJna?' ~'As fOT.Cbina, think' for a moment goes up mote than an inch a year 


Glad?_ All Com~m t~ bad, -what this proud, highly aggresSive, while the pay of c.ao:s constantly 

but Cuba s a:mmunlsm ~s worse than. heaVily armed, repressive and nasty increases by leaps and Jrullions.· 

anybody else s Com,munlsm, We baV't! regime might do if we exmnded "Isn't the answer oovrous? Who 

spent 40 years trying to abolish it, and NATO to its very borders .You Mr l,1ecldes wools go~g to t>e paid wliat? 

it stiJ[ refuses to dtspe-rse. Why re- , . .'" The answer. my dear Gomg Nowhere. 

ward such insolence by:letting Cu- lrke~ RUS~l~~' WUld:ro uc W!th:t is: C.E.O.'s .recide. Consider, the 


· bans enjoy our national pastime? any mere" y ~ VEl c e.ap Ii- harsh work they are required to do: 

"Ollna. on the other hand, Fl()t onl:?" rus shoes-, • • ' /'Slashing payrolls, Exporting jells 


pit;Ir..s.up the bill for our excessively , , to cheap-labor areas like Mexico, In
costl¥ elections, but also provides Doctor, will you tell Mr. Sorehead die, Texas,''Cbairing COfIfettm.ces on ' 

our retailers with cheap tennis shoes why he should not be cross With AJan greater eftlciency and higher pro

fo., W~ich ....... can charge us. ridicu- Gret'nspan? He ~ys every time he ductlvltv Mer"" ANOu!....... r ....iftQ' 


.......1 ceo.. a Job Alan GreensplIIl says too .~, b-"ng. ..~. "'0' '"'~~ 
· lousl high prices. Without ridicu- ~.... Into bankruptcy. ' 

loust expensiw:! cheap tennis shoes. many people have jobs and raiSes "Is this your idea of easy work. 
Americans might oever" again be intEirest rates to throw rum, Mr. Sore- Mr. Going Nowhere? Would y'{lU sao
able to get out of the car and walk head,: out of work agam. • . rifice rout Inch-a-year pay increase 
arouJid the bwek." ~" ' What advice; Doctor, can you give' to shoulder these try1ttg and painful 

, • t~iS chur1i$ll prole to make him fet'i . taskS. even though they oHe-red you.l 
, ' Whlle on the subject of China, Dr, more kindly to Alan Gr~spa:'?' millions every year'? ' 
i Braithwaite, perhaps you can'an- ' "Just this, Mr. SOrehead; Kee-p "Would you risk failure: with its' 

5wer, this one from Irked Russian: whining,about Alan Greenspan and' humiliating headlines about your' 
Why enlarge NATO to surround Rus-- you'll be ~own as a common S<X!ld. . getting only $1(1 or $80 million in' -. 
sia more tightly, now that Russia has ,Do you thmk Alan Greenspan has a severance pay fordoing a rotten job? 
gone:;;apitallst? Isn't it more sensl- personal grud(te against you? Don't If so, Mr. GOillg NOWhere, Quit com
ble f~t NATO to surround China now be a dunce, .' plaining and get to Harvard Business 
that q;hina is the world's most heav-' ,"Alan Greenspan is an economist . Sehool right away for an M,B.A." 
ily ar~ed Communist power? Want Do, you Ulink economists .harbor '. Thank you, Doctor. I'm sure your 
to ':i'Ie that, Doctor? ' ' grudges against people? Nonsense. _ wisdom will lead us aJt to spiritual . 
," at an' innocent you are, Mr, Economists are not interested tnpeo. . peace before the: month is out. if not a, 

·trl< . Russian, The Umted States Is pie, When they, look at the World, they H)-pound ~Ight 10$$. ' CJ 
. .. - 

! . -atlje~t\tt~ork atime~ 
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ALBANY TIMES UNION 
Albany. N.Y.. WC<lne~day, May 2~. 1\196 

yc o M M E N T A R 

Protect rights of all public housing residents 

BY AMDItEW CUOMO 

I roccnlly had tlll' opportunity to return to 
Albany. I say "rt,tum~ bo;ruu.""" I"r numy 

ywnI I IIttendOOsmllol and worked in Albany, 
and later-visited my family who crUoyw 
Albnny lOr 12 yoors. fm now ~ing 118 
Bllllilltant III'lCretaJy for the Department of 
Housing and Urban Dcvelopment and live in . 
the Wllllhington Ill'OIl.. After almost four years 
hero, I am report that without II doubt the old 
sa,ying ill true: "I'ht.'ro'll no plare like New 
yo~' . 

ButWhile I miss home, rve had the 
opp!rtunlty to visit c:itil'll and wuntialllCnW! 

the COWlIl'y. Despitl.! !hI! diwn<ity ofthi!< gn:at 

Lund, nll too ofWn the probll'lll8 uro th" srunu. 


. One example ill the stull.! ofOUl" nation'H public 

housing. In too many placeA it hall beoom" the 

brcuding ground for crime and drugs, 
victimizing tOO!c \\-M live there and ~ 
and IIUl'TO'.Illdin ncighOOrhooi. 

President Clinton ru=tly announood the 
"One Strike and You're Out' policy. ftIIICntially 
doclaring that .~ is enough" in publie 
housing and that there will be "zero tolcrunre" 
for c:riminaI. amdud.. . 

The I'rosident'e policy provides that ifan 

individual is engngOO in illlglll activity. it ill 

grounds foreviction.l>wrt criminal bclwvior 

nwy uIIIO be coruridCTl'd in lease IlpptirotiOJl!!

and I!Creening proco:iures; Whilc this is II . 


fodern.l policy, the Pnzidcnt's plan IeaVll!l 
di!M:::retion in the handB ofeliCh h:aJ. public 
ho >Wri11jj: authority flO that CllIK>-byoQl8C 
detcrminatiOIlll mny be made. 

"One SUtIw and You're Out" ill not about 
p:iiticB, but common IIl'nIIIl and dlu:ncy. 

The proviI!ion ofp.Iblic: housing in OUT 

BOcicty - like ma,ny other 0l'IlII9 ofpublic trost 
- is an impl:icit IICriol oontnlct through whidI 
IIOciety lit large extend!! II benefit to an 
individuo.L Thill rontrort mwrt: be premiarod 
upon 8 baJunceafrighbl and n'8pmSibilities. 
Public housing is, !lB the word~. 
howring whic:h belong!J tD the public and is 
offered to 11 family in n('u:l to help them read! 
opportunity and progn~. 

The housing is often acrompMied by 
nddJtionalllt'rvicEa, such 11.1 job U'alIling. 
OOl.lQltionalllCl'Viccs and counscling. to help 
individW!..IB rwdi their full pltential This is 11 

laudable and IlIII!eIItiaI function, one dwt 
IIllIkRI uur BOciety and rountry WI greatWl it ill: 
a la.nd ~opportunity for aU. 

At the I!IlITlC time, thml o.ro rwponeibilities 
dwt the individual mUJt IIdhere to for the 
IIOcial oontmct to 'MIJ'k.. Prirrwy IIIIJD[Ig"tMIe 
ill the nzped. for the property and righlB of' 
othen!. When an individulIl endangers 
anothm'. dcHt.roy!J the houmng dwt they're 
living in, or disrupIB the summnding 
ncighbortwods, the mntmrt is brew:hed.. 

Today, ithasgmetoofar. The~und 
cirugsmustlll.op. "OneStrikcand You'reOut'" 
'is WlEt!/j(>Iltiul8teptoward thiBend. WemUBt 
protect and lIeI'\I'e Illl the people in public 
housing. lind am no ~ allow one todi.Rrupt 
the benefitll 01many. 

CongnamIlnJeny Solomon ofNew York'll 
22nd DiIItrict., who is DOt a Democn!.t, recently 
introdllCed 11 bill which would codiIY many of 
theee pohcie& To hiacredit, the oongrEIIIIl'IUI 

oven:ame partisan pohtial for good 
""""""",L 

This policy is a 1dd 8t.epand hili already 
cawol debate. Civillibertarinrul dcbnte the 
policy's impoct on the right!! ofthe individual 
who is evicted, and interest group!! defend the 
individuals' right to conduct them8etvet! as 
they pleruIe. However, the most imponnnt 
voKu! III'(! virtunlIy uniWrm in their chorus ~ 
suppart.: the ~who live in pubtic housing. 
Ask the p.lOpIe who live in Albany'B public 
housing. AM. Orris who liVI!II in Ida 
YaJborough Iiome8 and fear8 for her 
daughten!' Iiw:r.. Speak with Charlene who 
says., 1t'a gone too I'ar- it's Wne f« us to take 
back OW' hornea,' or DorwId, preaidcnt ofthe 
I.enrul.t 888Criation, who saya, -rbere are a lot 
ofolder people who have liwd here 200r ao 
yeonI, who are too nfraid to loo.ve their homes. 
It'sjUl!tgot to stop.'Jt'1i Wne WI! worried about 
their rights also. 

http:cirugsmustlll.op
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April 20, 1994 
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Memonndum for Distribution 
,,J 

From: 	 Toby Gruff 
f 

Subject: 	 ~ Conference on Introduetio. of H.It. 4159 _. 
Public Housing Rent Reform Act 

RepresenllltiV" Maxine Watera (D-CA) and Santoof Bishop {D-GA)beld a pr= 
oonfe.....:e yesterday morning to introduce H.It. 4159 - The Public Housing Rent Reform 
Act. The Public Housing Authorities Directors Associalion (PRADA) and the Georgia 
Association of HoUJing and Redevelopment Authorities (GPHA) worked with Waters and 
Bishop to cre:ate this bill. 

The bill woUld provide working families in public housing with: 
. i 

• A 20$ earned·income deduct!o. for the purpose of rent calcu1afion;
: 
• 

• An 3dditioll3l 10% deduction for ~parent famili..; 
I 

• Tn"", different ceiling rent calculations: using the current sysll::m, capping 
'rents at 110-90 pen:ent of current COslS, and implementing a Section 8 rent 
reuOnableness test; 

J 

• Exemptinns for worldng cbildren under 21. 
i 
J 

In their statements, both Representatives Waler. and Bishop characterizod the biH as a 
'jump stan" 00 wC!ian: reform and a plan that will help "end welfare as we know it'. 
Public housing, they said, is a key component of welfare reform strategy because one in 
every four AFDC 'recipients lives in subsidized housing. Representative Watera aaid that she 
has heard only taIlf from the Clinton Administration and in Congress about welfare reform, 
but has seen no action. She said that this bill would be a way to have some sensible and 
meaningful refOIIl\ in this Congress. 

I , 
The emphasis of the bill is on $Upportillg work bY correcting calculation methods for , , 

pobtic housing rent coIlection. AcconI.ing Ie PHADA, in the cumnt public housing sySlcm 
those who work uSually have less disposable income than those who decide to remain 
unemployed. Representative Waters said that the bill Ii consistent with President Clinton's 
welfare reform prOposal which encourages work and demands responsibility., 

Representalives WaIerS and Bishop said that Representative Gonzal.. (D-TX), 
Chairman of tho House llanldng, Finance and Urban Affairs, supports H.R. 4159 and has 
embraced adding it to H.R. 3838 • the Housing Reauthorization BiU (which will be 
considered next month). 

: 
Three member. of the hill press attended the conference. 
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lOCAL INITIATIVES SUPPORT CORPORATION 

733 THIRD AVENUE, NEW YORK, NEW YORK ;0017 


TEL: (212) 455-9800 

I!'AX, (212)6B2'592Sl 

December 9, 1993 

!'.1r. Bruce Reed 
Office of the President 
The White House 
1600 Pennsylvania Avenue ::?i C 20500 

I am writing to let you know that USC and its affiliate, the National Equity Fund, recently 
announced a very exciting $1.5 billion investment in affordable housing over the next five 
years. This tremendous investment was made possible through the newly pennanent Low~ 
Income Housing Tax Credit, approved by Congress as part of President Clinton's budge! 
package. 

The pennanent credit was difficult to achieve: but well irbrth '"the fight. With more than 
-	 . .~ 

10% of the money in hand after only three months, we see already that a pennanent credit 
will make a world of difference in accessing pri~'ate resources. . •. , ~ 

-' 	 . "', ..... . 
The PresidenCs support of innovative financing mechanisms has been -- and continues to be 
- essential to the continued growth of community dCvelopmcnt -corporations. With new tools 
such as the Community Development Banks, we can expect to see even greater achievements 
on the part of grass-roots, neighborhood organizations. 

I have enclosed'several newspaper dips about the LISC-~"'EF $1.5 billion investment that I 
thought might interest you. Thank you again for your effort on behalf of the credit. 

r1..J-.1-?IY'~ 
\ 	 Patricia 

Senior V' e P 

PAF:hks 

1 
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New YORK. FRIDAY, OCTOBER 12, 1993 

Tax-CreditFinancingtoAid! 

In Building Housing Units 1 


. I 

8y SHAWN G. KENNEDY 

f'iew Yorlt CIty ,heuld get tMuj.h 
moM)' from I Fedettl IU-<Jt".Jtl,,IIr-o
,!"Im UI help bulld It leen: Uil(! nil'" 
ho.....1111 wn tOf the poor "Vliir ~ 
lIut nvt yetn. hOU.!lnl IIdvCUtn 
Did ynutrdlY,

EUller Ihls year J o«l.. y in Con
f,n:ss!lmei nne""ll 'If !.he !u..::t,dlt 
program tlQ_ed lcorn of ;,ruOlk,pr!. 
vat« huu,ing (m)JICt' th~I!'\tJU\ UHI 
city that hid betl' de~ndlr.g <m the 
mnney. aut 1n AutU5.l the .pfOltra(l'!. 'If" made pennlntnt IS ,In ot the 
Olnum tNd,lt p.cJo;llle, p.vln, the 
way, ptOpJm!tlt! said, if»' tvtn ,reat· 
er parttd(JlUon frum an'JICntlon$, 
TIle P!"Otrln'l .nowl corporatlot!! :0 
donate mon..,. Iowai'd ., rl,lflQ !4 'Judd 
hoIailli In U:d'l&nie tor reducUOIt$ In 
IJItlt F«dera! laX bill" 

Two 4rgll'1lutlan.l - U\e EMcr. 
prl" 'FdundaUon ~nd ,,"Ie LC<:IJ Injtia
L!lte$ Sll~rt COt;Xlrath;m - j)1~q (0 
aMounce Itlmorro'" that they wll! 
mike. J. r1'1~.ynr, UOO l'I",tlliQil. =tH~' 
mitml!"tlt to buHding low.l~,ccm~ !'IQut· 
tn, willi tt:! help \I( t1'\~ :ax-<::redlt 
prllgrlll'\.. They est!mltM! thll U!~ 
(\Ina would be able to pay rer $:COI) 
\mits, l,\lOO mOrt than In the pl'e"lOUS 
flvl!" Yl!"lrs. 

Rebulldlna Hou;ltl, 
Actln&.IS plrtnerS hi mana,lr,g the 

pr08r.1m IoOlttl tM cIty, me t.ool ;n!' 
li.lIve'; 'iloJppurt Qlrporntlo."l and thl! 
EnterprUe F0un44tlcn dlstrtt!crt' :ha 
lax-cr!dlt mOnty 10 IIX411!cmmuflHy
,I'QUP', Thu~ ,rtlllp., selected for 
theIr Ofllnlzatlonll skills IIId com· 
mltmel1t to Wi' nelghborhoodl, l.I'\en 
dtveloo the bW,itlll:· 

SIm:e lii1, J$ /;Ofpora(IO(,\~, 1F.(.iI.ll· In, American E...o"e$!. lr!!- BanK 01 
N_ Yori!;, J. P. MUfil.'\.. Con EdIson 
1M R'9\lulic N.a(wnll BlInK, hIVe 
Invutfli $101 mlIHon In :he MusIng 
lund. The ,roar.m has heiped ftcund 
housing in Harltm, Ea.st Nl!"w Ycrx in 
8rook!yn. 'nd \.he 5(lIJlh ar(lrIX, In 
many Inuanell1 ,erving III il c.:l(alySl 
!II! lleig."Ib<!rhnod rO!!vlUillul!orN 

So rar, COl'pofatlOrU il/h" ~!!-I"! dc, 
".UrllI ., • sr~4t~~ tate thil;"! b~!(!rl!. 
whh $71 1'(\1111011114"\11& !::In·.!! pl~g«l 
117 (h¢ .quay {ul:d !h'lce !Ill! tBI( 1!n!~1t 
wu made perm.I:~n: il: AUI'.uI, III 
19M. :h¢ (lUI )'t'. r '.1'I0!! tu cndll was 
In oJ><:ntic1l, corJ)01'"1lt!cn! <:.cMntll.lI· 
t:4 UZ mmtcn. 

. . Plul $. Grtlliln, IIre1iJent cr !1I.e 
\..oi:.tl 111!\llll"e, S...t:~rt CQ~ra. 
IWIt. tllld tM ClltuO/'l A4mlnlstrll 
lion'} dt'!!llllln til mll". th. (IX credit 
permllnenl has Increa,ed lU aitflC;' 
tblen(~t III dl1i1Or,. 

"Malda, the.U.4 credIt ~tmlrutl'U 
JeIII I me:sft~ of stability to ~ 

r.ue in......Slt:wi,'· MI'. Cro,.n' uid...til 
me /)an some I:OrpGt"lt/l:rIlS would nett 
!!(MSlaer peftlcip.tlna.~ mad!: "ery 
small 1n~,tm~l'I beeause at tho!! 
c;loLid ot insllbili'y that ~ ovet die 
tn credit "'1m! it hid til be ~ 
Hei"l Yl!"ar." ' 

Nationally Mr. GrOSi/'l Uit!, lM 
,ai'; c:"edH it ·.xp~~ted tQ ~Lllt in the 
CIII1$lru<;t!cn itnd r~bulldjn3"'{r :ro/"n 
120':¢ I.e 1l',O!)J un.IS a y!!-ar. 

In N'!!w 'torlo.. the tU""'-r"~d:t moml:j 
will 'IV'!! a mil)or boo't (0 on~ ?f ,b'!! 
CI\Y'I mest !uccnsi<.d 10000.jn'~m'!! 
hlhl!ing. ;Ho.dutlH1'"I J);ognl.'IU. SIn!::e 
IllS;. inc C.ly·5 Oepar.l!'~l"It o( Hous
Ing Pre:s~rv:1ucn and C~~lqprnoen! 
hu 1"1!b1Jlit mOf~ than 1(1.700 ,wart
mc:m, ~ru:llhe la.x·cr~dH mar..~y has 
paid rOr aOQ\lt sam. or l...'loe cell of 
rebuildina '100U( Qf.t4hlr1! of thou. 
aplrtmelHS. . 

Most at (re- unllS bave ~een ..uved 
001 01 aoant!cn.d Oulkll1"l8$ tM c:l\y 
hilS taken ftom Qwn~rs b.ecau!~ oflall. 

·l:Iel!nquenciu Ot thl!" apllf~m.rlU re
bull! *ith :ax-c:e':i! money, JO per· 
cellt .:Ire ~el .'I~jd~ as petmiU'l~nt I~ous· 
lI~l!or homt!eu ptephe. 

The la.:<redt: flrlll.nG".ng can <lI,lO 
oe und ~r ~~a,inl ~xper!~cs. lecl.1 
ut'llices and 4a... ('Iue. 

Th, two ,rOo"pS plan :0 anr.cUI"l(:~ 
the "egur:! ...Au-. ttle Federal S('(:r~· 
,'I'"YOr ReuslnB and ;.)rl!ln Ot,,«!Qp
mellI, H~nry C. Cisneres, itl'J a !'lum
ber or Ott'!u J)(IJmIMl'Il Ot~qcrau 
fMm New york and WU.'1llls,on. 

http:flrlll.nG".ng
http:cMntll.lI
http:1F.(.iI.ll
http:pr08r.1m
http:Actln&.IS
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Tax Credit Is Likely to Spur Mild Boom 

In Construction of Affordable Housing 


By ~;.R:E'. :'-oicC!:-'tEY 
$le1it !!~2'O'lf~;:f T"t W.~l .itJ\t:r.T JQ~'.IO"" 

w.~:)HIS(jTON - rhe ;fH1ua.!tm!nt ot 
::l € ;OW'tncome hou$mi ta., ;:rl!'llH f$ likely 
tC fuel 1 small boom J!l lparttntnt con' 
Hf'I.lt':ttOn. tIOostlnc tmtldlni !rt4H U1d 
htlptnf O!i(!HecI rtSl(I('nllallrtU. 

One Il'I(\lCallon of tilt' ;>a:tl\cy ot :he 
'f~lt IIfHI.;omt m a (ll'W$ conferenCt hpn! 
;ooay. -""tie" (nt' ;.itW YQrK'out!! t.o<l1 
!nJtW:Iyf'S $t.IHOI't Corp._ t nonprotil 
if"Q:Up foun.dl!'ll 'J'I :I\f Ford fOW'ld.auon. 
anoounces plans to \JU 1M low'lncome 
MUlllni tax cr~lt :0 ,.,Sf: 5.1.5 b11llOn o¥er 
In! nUl rive yeat"S for aHoronlf nouslnf 
proj«u, 

The l"fl'OfIifY..,U (0 iOCQmtnumty IfJ'OUPi 
to H't'¥e ~ tnt t'QUlfY portlOIl for dInlOP' 
:nr mort tl\4tll$.OOO W)IIlU\ JO (lUft. !be 
:u cN<l.it ',.&1 mtde' perm'LMt'u 1ft UM 
:\U('Im tU btU. 

Qther (TOOpa- !'tnr-Of frem tn. Enter
pnSt- You.nd.luon In CQfumlll .... ~d" wl'UCb 
lIlt' t.,;SC WOrd clOSltly w'lth trW'rocKS 
ift'O'JPI U) I'f'ftft urbln MI,hborl'iOodt. :0 
thl !'laDOnJ,l. AsIOCl&t10fl of Komt 
BUlidm - ~l'pe(t tilt lU eMIl to ,"IRe. 
,tcU'ftt)' In U\e aitordab4t I'ICNIIlftl m&lQt 
uWtU. 

VSIl'!, mtm:¢ll, indi",diJl!S a..nct 0X1I0" 
rauons may *1# tl'\tU' rfdfRt til [WIll· 
ItY by tl'lVflt1ftllft nnW ptO)t(t.$ fOt' \oW< 
i!'fill i'DOCIft1,&.t-uw:oQtt ptopte. For tUlil 
PIt.... ~_ Eqwry FuncI•• USC _. __at,... 
_ 1M CDIIItaMII... mat l1\¥ftI III t.bt 
_ Ud lit til tM!Mfitllll rtturn. 
. 0.. I.bt yt'IR. tnt cred1t I\U h&d 1 
~ tII01ftjlcftt at ''iI'Ie PtnIS of Pluo 
_- _ 500. J.... 0_ l 
'II .., ~tQ.n &nd bit ~t'I', It 
......Ofecl oa & Itftlll(ftf'Y bud LR i~ 
tMa .... t~ tem'&l urnes 1.ItWi It 
~qnt. 1ft 1m. But fvtft _Unltl s~ 
go hl1tot")'. It I\U bHft ~ltM ret 
tne 4nfliOf/I'MtU 0( more tMn .. of UIII 
lQW-IJl('Ol'M /'1n1&1 11OU$1I'tC !)t,ult 1ft rwc:tftt 
~'". Tl\IC m&US It Oy (iU' thl ~ 
mtnfl btrPII swslI:ly pt'OIfItn tQr ~ 
ablt mW bOQilnf·
• AlOOf _ oi__rflIIIIIII ........

t!iCUrI. Pf'tAOfnl CUftlOn camptl(n~ (0 
malt ta. tal CftC1t1 permanent. tt filS wall 
IHS itkU of'" ~at. !>utner· 
$ru.. 1.0 :tOtft ,.... at the tQlnmumty 
I«¥et. 

:iOW mac UIt ~t IS p*tTI'latltn:I, 
, Theft', a !1tmendoUs rust! ot a.e-l1m), .n 
MUl'I'tC tu<nmt producuon;' S;ltO Paul 
Gropn, ;Iml4tnt of USC, which WU 
:OundM m 1!19.." noopn In a boUIt n:u 
lJ~n ntf)l)Vtd." 

So fll. only a snw1 ~t 01 USC's 
11,5 btlJlon tOIMUtmtI'\t has tM!en talS!\1, 
Out USC G(fleiLil It'ert't wot'!:«t WIth 
CQn"U'TI1UMfn' from con\~!n SUCh is 
'8f~ ih,lM••y !.nc" Ott Sauontl 
EQuitY Fund I\U ra\Sitd '120 Inlllllln :0 
al'f"PO'IlI f'unI1I U1 jUff; CWO montns. com
ptrfd tnut =mlIDOn to(' ail of lut 
year. 

FOf1lf'Of11 11~ .usc m stram
bltnriO tIl.ldftntaCt« tMcredlt. wfU('1'I 
II(IJ madt retrolCtlw to June :.992. Arttr 
the erMlt tllft,Nd. ''J)eOP1t tndfld U# twld' 
dlinr tftW uw.mbl or U")'U\( to dnl WlU\ a 
lew lltdi: IC2'UI 11ft om' from PC'tV'lOl3 
y«n." ~ ItlcbInl Goldstein, t wun
lnf/Dll&ttorDty fit» ""mentl (ftVt\opef'! 
and ~ of tbt cmut. "Yow tMl'! 
lInil M" tot,... w:t"ty ~ UIt' M:rt SIX 
10 12 monUlt.'· panty .... ot the back- 
"'I a! ""I..... 

That', ... 1W'd Cor tbt (OftID'IICtion 
i~ - ""It)' t1W muJUtamlty *, 
1«. wtddt bU tIMe IIIIUtI ttI)'tIn. 

'·W.'U lilt ftl\Ieft ~ multU'lIIItly_tar... _ at ... _:· 
p~WdIatt cutiJ:Mf, 1ft eeoMcrusf 
for tilt f(daU.l I..IIIQa&tiOn of Komi 
8t.ii.kten. ... IQ. ltD d l>I tht wont 
yW 01\ I"IIaft. wtm _ t$04.000 m\.&!.Ufa· 
IlIlIY ...11....-.... ,W'teII. . 
~ yRf•••,'IIf. me ~ 

IfW(J ~ "I sl.('lUlkUt .... !n 
~ swu. BliuicUftC ptnru1S 
..... ill A__ lOr. C&r11l\01'. H. 
w4 tbt cmltt ~ for an ."""1' at 
&0001 ............,,·--......mit ... " ...l1li II1II11 ~ -.u_ ""t"'" _ .-me to lilt NlllOlt&l 
CouIICII 0/ __"".,,,.. 

_ ... __·,011... UIIIIml!e<l 
~ue. ., ll",,'!a ~ It n,25
• _ 1101' ...... at _ $I" nuIIJOn 
ll'tHlltJ, aut Id\IOCIlIf pndkt it 'W'\U lad .. ___IYI« ....... 

m.tCIQI. la _ ....... SWfIl\lvtft t 


__ .. .. --... __._ M IIl'ItIt·~ 
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Housing Group to Pwnp 

81.5 Billion Into Projects 


By William F. POWI!t'! 
W-.uo"-'>uIiIWm. 

A !'oIew Yort-bued atfurdable hous
inC orp.o.it.ation that has heloped r-Jnd 
projectl i.e WuhUlr.on and other c:t· 
lfl, m.nouneed yesterd.ty it will pump 
SLS biWoo III eqwty inVUHTlent. 
from major c:orpont:ton" ilIto IoW<OiSt 

renw houainl projects over the nut 
five yean. 

Funftd. by com~niH taitini ad· 
vantaat of J tu bteu. it i. the !u.~ 
en ?nVlte investment ever commit~ 
td to affordable !:toulin, and 
couUlnm.ity n:mew, ~I to the 
lIot'1fJtofit,roup. the I..oal InitiatiVe! 
Support c..v..... L1SC. 

LISC Mid it 40H no( yet lave dol· 
!at pIedpt r... \1f1lio<U Ul """'""' "'. 
jet. But LISC Prw4ent Paw Gtopo 
sau:l: tbe new' commitment will rHUlt 
in the cn.tU2n ot J ml!limUtU of 
35,000 new Mt.l:Wt, un.iu for poor 

"COtpOfttioCl u. puttin••bar... 
boldtt c:apita1 at risk lD lOme of me 
iDOtl ~ no lOW-Income 
Mi.....tloodt l.D America. ~ Gtopu 
..after • prell conference te the 
1rItitIM.. How eWldlol 00 Utb 
_ n. "., biS<""c ',,"dina. 
~ ..... doted i.ft'ihe 19101. "u 
tarDed _ .low·inco~ ~ct 
bI.Wdia. witb III invmment from 
LlSC·. equity f1mcI. 

1'1wt ~ we invest in ~ 

". <lu'ou&b USC-iIIcludinC sud! "" 
cal companies u f~M..e. fredd.ie 
MJl<: me Slpt Banltinl Corp.-bu
~fit from a lo..·mcome houMi tax 
crl!dit cr~.tte4 by COQ(rU$ in 1981 
arut re<ently m.ide a p.ernwtent tea
Nle of thI!: tax eaie. 

'fbe tu ei'Wt pro,n.m hu 4evtl· 
oprd into the principal method of 5· 
nandni Uforliab~ hOUMi. Earlier 
th1s fur Nations&ck CQl1!, HI up a 
si.mil.tr SlOO m.Ulioo fund for eqwty. 
investmentl in Ufocdable housinl. '. 
prOIl'W adrnil1isttad throuaft the 
En~ Sociai 1nvatme:nt Corp., a 
subaidiuy 01 the CoIwnbia. Md....... 
Enterpme f ou.n4ation. LISC bas on: 
vested S620 million: in Ufortbbie 
hOl.l.linc ia the I:aat fiYe yun. Gropo 
"""-C-paIIia __cD L1SC 
re:cei~ lfeUU'D of ~t 18 percent 
to 20 potrc:tct 011. their investlllf:QU. 
~. to,Jou Lebo,,", the ,roup's 
~ of GOmmunDtionJ. 

Gropn said tbeIe inv~ ate 
",'-red .....,.,. hi&b ""': ami wt 
·corpontioGJ lI'. tsOt t>«tinl down 
Out door to cet at {tbe1ftI.~ There. 
lUlu beec ClO del.lAt. yet 00 L1SC
fw>ded~."_ 

$eft. Gear•• Mite-beU (D-Maine) 
.,,6 Rop. Dan ROI.....nIO (D-W.l. 
-.odvoc.ua 01 the w: credit. aI· 
to .-poke it tM press conference. "a 
did teNor executivts of several oi the 

-~ 

http:odvoc.ua
http:fredd.ie
http:yesterd.ty
http:WuhUlr.on
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No pain, all gain in housing credits 

r"l"!~i'l'I. "':I\('~e ::t ~\"'mc~a.l i.n"'.s~.nt '}oat i.I t.~. 

.e-:;t110mt or s(lCla! respol'\.$lbility, ;'f't wasa: an an· 
nuaiued, n!tum ot 1$ ,eretr.t. 

It'S clUed t.he !'-'ati¢l'Itl EqUlty F'.md. a v~hide 
thr'!ilJih l.I:hich ccrporatiolti luit an4 small c.1I'I reo 
~H..e ,u:atar.tial cl"e'CtiU ••Ji.nrt their ff'd~tAl \t!('Ot\.l'" 
ta..'t liab:'::ty ':)y ir,vestinl a mt:'l.umu.m or $5OO.ilX) m 
!ow·!.r':ccmt I'.<'lustnc. 

The we cM!d.its are O:'1e of \'ery few fedtflllU sha
ters len on t!:. bo¢ks. illC they tan berC?mt an irld1to· 
~r.sl~le paJ"t ot U'le .... y .Wtnca ::.nanctt! nlw no\l.S· 
ina for the poOr. 

1"he !':cw Yor.'.b4tcd. fwld.. en ~J."oot of t.ht t.cc.al 
L"tiHa:ivu SU'PPQrt Corp~ wu r:;und'!<1 in 19«7. QI 
,·ear ttl'tr ConG"tss fnact9d It,r.y,i.nt.Ome !l:ousU'\J D 
crtdits u p&tt of its itntral rewrite 0( ill. t'lderal 
:.ncor.-A-tU cOOe. SinCl that tim. some 100 corpo....• 
Uons !'t&v, ttwesred mere t."Ian $620 1:lJ.:.ilon, tnoUiA to 
!!'\·eflgf t.he eor.siJ"'..<ction or rthatllit.auon cf lS,QC(J 
hO'J(int W'liu. rtiO,t o! t~.m :"GAN;td by community. 
ba.5td ¢tpntutions.

Indi\'idual In,,.on can tlIO obt.:..n tax c,"'f(!.l.U. prt· 
marUy 'by Lnvaun, thl'Oulh private brok." ;.n (or
pro1\t hOlUilll _ fit role of tilt ..en·prodt 
E:1.1!.liL1 !".lN1,1I to uzm earporat, AmfMea W!tD U\e 

d"ort$ of :'iM'llratl.t comm\ll\ity,b,.~ ·~\'I"P'" 
:n Chi"lO. the !'U.n4 1\u U~d'f\\Ti~ttn Pto)ttts 

buUt l.ml m~.pd. by nw !'leiCl:borb0Q4. :r.stlrut~. 
RispullC HoUStna. VOice j)f fll« P~l. in t:ptO....'T\ i..'1d 
HYtnl oT.htf fltabUshed Ol"l&,ru.Z.ltioN. 

l31.I,t unw I\,;,w thCHI: L1U t«a .. IlJiUit'i ,,:\,:'.:II::JO. ~. 
Ill,t Con...... l\ad be<!: ,._. ,.,. W< ~t ,":y 
i"rl"'r"\ Y.l,r 1;') }'.~. C"OIl\pt.ni.. iu-....... Uly i\vtn 711U', 
inYtitDumt was &00<1 tor 1$ yean. but -:-'ty d!¢.'l t 
know whtthtr they coul~ mUa a nmlllr u-r.'tH.;'ttot
U1 till fllUoW!n, yUI'.

That', , prcl)lfm no icn~r. The- t~ c:tdit '.IOai 
made pe:r.u.t.ntnt by Concnu eaJ:".r iJ:~I.$ IUr, .t..I.u 
on Wednesday tl'.e Nllacnal F'.quity t-J,tld alebnted 
h,. 'lci~K\nl roff __ ,...·"·y..Jif. t1 -$ biUlon tnv'Jt.."Dlnl: 
camp..iP. If the goal is! racl!td. It woul~ be t.."le na· 
tion's b\CIISHVer prh· .. !. sector invt!tment in 
COIMiWl)'-QUttI1 urbln ::'ttitwaJ. , 

Companitl Iur.1l u i3t:-k,hfrt Hathl"'IY 3.."Id aan~ 
¢{ Alac:rica h&~. airudy '!.;ned up. M(lR .. lIort:atiQn 
ca.,. bIo 4bU.ined tram the fU.r.d. U1 New 'fork ,ll :12
~ or by contacrtr\i a ,imill.r t"lrpnj'Jltj(\l'\ h'rf. 
1M CIIlcaco Eqt.tlty !'uoJl at 3:z.943.ZlS& 

Irl n~ often you can ;!o :.hI r.pt Wn, wiL.."l a.n 18 
pt:n:tlit rerum. 

http:C"OIl\pt.ni
http:i.n"'.s~.nt
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Millions 
'for city 
rental, 

housing 
The funding is from 
corporate investments. 
Nonprofit gToupa will 
build or l'llhab 1,200 low
income units. 

By Am1 S. _.IIt", 
!!<~l.'llU): :ft,." It 1I<'1U 

:O;onprol1t eOm.m~oJt)' groups
ttlro-u.caou! th~ e.uy will s~ $100 
millloQ lA ~rltlt iZlvatmUtl 
o ... t t.el nf!xt ttv. yun:o buUd Jti.4 
"pair at 1011\' 1)00 uDlt\ll ~ tow· 
inoOm1il rut.eJ 11.011.3111" ' 
Cl~ omr:lall Jay ~ht tDtu.!tOf!, of 

corporat. luppon 'Nut tnabl. COlD.· 
mUDH)' croup' 10 QClll)lt mm apt¢> 
It)' 10 crt.if low,tntoCa mw ~UI. 

The &Q1l0!.Ulc.mtUt was ~ ,.. 
rtrda)' try tilt Loc:.tl IlUn&tlyt Sltp" 
pon Corp. cUSC). • Q.noeal "flUff. 
tattOD (~.t COdDelt ¢Orp!>r.t. 
illvc.m:uaQl fundi uuo .tfOn:.a~f 
hOl.Wtl:1 ID dinrt#H4 n4l1CJll)or. 
b...... 

'T'tl. SlOG 4Ull.\otl ¢Ommitmtl1t tt 
p.art of .. $l,' bUliou. n.,.)IeIt Mo
ttO-Cli !CV~J1\ pnIIfU .. 
Ilo\,lnetd tan 'Ifitit.lr: b7 UX .. 1. 
..Iflllat•. the !'{.ttou& IqttQ' ,." 
n. pnVtte IDvtCtUlt ...l""'""''' by Coova' fdIIIIlW4J(tdSloD. of Ibt t.tl.ll~ 

t&.I. crHit, pu1: of ~40tClD.toll'. 
b'udiet VKhC4. tD. the acbl wwb 
$lnct'.• numl>tr ot boaUs an4 corp!> 
ri.floOl lC~ tM nallOQ DV, lD~ 
Y'tIWd SUS aull10a 11'1. ~. 1993 
ruD~, , 

ntt WI: tt1.Ii11t ptOCl'l.III ailOWf 
GO&,t.zua 10 t'fIiCti..... ~H OA cor, 
pont. tu.. I.A ut:'1.QIt for UtVItft< 
~ U). tlM ~I1IU'UCUOtl Of ttbabW.., 
rtou of affordabl. row llOIalUlI,
nil, U1 t"U'tL. hU led to put'D..... 

sbipillD\'OiViQ. ooauD.uzutY·buod d .. 
velopers.local corpot'1lU'OU. o&ucul 
fou.c.dlUoDS U4 p1.IbilC (u.d1D& to 
crute &tfctGatt" taltal bOQSUlJ. 

..Attor4abl.ltout:n& units m but 
a e&t&lyR &114 t.D anchor 10 tifd.., .... 

~ ...._-- ........ 


$100 million slated 

f6r city rental units 


o....t10:P~qf 81oell: Grant mOllt)' to 
~ tlot1pNfit ifOI,IPS. ' 

''''T'hiII: is out dl)';' $I.1d Ste .... Cal· . 
o.t't$QQ.. 41nctot of tht Ptll!ad.lpClt 
Attocia:iotl of CoJ:D.lS2IU1!ty o.vtlc;> , 
mfll.t CbtpQUr.oD.t,. whleb repr.! 
sou 40 I1tJ.lfbOrc,OQd VCUps thAt . 
U¥t "...."wn illto nonprofa bOlUt:nC 
!$tv.loptn.

"It i.t iD;poastblt 10 ?"trtmpll.aslu 
Ul. tm:pot'tlllct ot ptiVttt Ulvnt· 
IZW:It to out .f10rts to abUild out'
,,'pborO-.·· 

8&b.iya Bowens, the project dcv¢\. 
ope:r 10r tJi;t W(JQ)~'I)'$ Com.mUCI!y ; 
R~1t&Wlat1011 ProJtet, ....hich 1,1"", ! 
H1:f iAvutmtllts to build VUla:a.· ! 

Uf!va. t ,M-iUUt, low,tQ~m. NlDtal 
Hv.l0ptU1l1 at StVtl1th .tnd' Somer· , 
$ItStrMt!, piau. *X!1!4 ph.* or 30 
WIlt>. 

'-rb.e tax CH4lt prognm tully it 
th oD.1y p~ th.t mah:!! It ~ 
bit to 40 Wet c'Omtlt:n or n.w COil· 
Jtnetiol1 1lQu"." m. said. 

'1bt coca I1t IZ'O\JIl4 me table 
now Witt. blAieti. fOQ1\d.ttioDJ. cor, 
pc:itI~ and city W NIt: !U1d say . 
'How 40 .e let the mimoll KCom
pUlUd~'" wd C:UU!.rmo $LIa:, 
pt"eI1dut of th. ~ A!IOcianOIl 
at CoutrKTots and £ntttptil.a 
(HAC!). "StfcK, w~ ....rt I~ft out cd 
tht p1"OQI'&" 

HAC!. '&IUlt ~. l+IUUt VUlts 11. 
~•• lb_ nm new CClUrt".u::tlOD in 
th lilt 15 y..n: ill: lbe LudIo. ctJIJ:· 
borhool1 or North Pbllt4elpbi •. SlLu 
taS<1 he i.s plInnl.D4 an "-un VUlaJ 
de Cartbt ()Q. AU~tc.r t\vUltt, 
aM' Hueou .nd MMchtt $tMt!. 

http:plInnl.D4
http:Ifitit.lr
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Low-income 
housing likely 

to grow here 
,,1..0"1 Wllaae:'Ul 
~Wf ""'tlt(t 

S.1ln Oieg:o Coun~y"~ dwm4lin, ,apply ui 
;¢w.tr\l;~me noulOnl ,ol,lld expand oy II 
m.lny It 100 '.1M' .lI1 .. result of ;In e'l~' 
:ed lniu'lOn of ISO million 1n ~ot1>Ora!e 
mvelimenta over th~ M~.t nve yeln. 

fn tn .tinnO\ln<em~n{ to be mld:e toclay. l 
maJor ccmml,lNty de-~ciopmcl\t 0rtlt\w· 
Hon hal pled,cd H) (aiM s;J50 I'~ulli"n 
.tnewidt ~o ao (Owar!$ the reno¥,hon a"d 
Conlllt\l(lJQll ot IIffordlCJle hOU5!nc· 

The mOnty i. ~in. mlde ;>o..ible 
thfou.h ru erHilJ n(t<tred by tnt tedeni 
covcrnmeM to, bU.HetM; tMt !nvelt in 
!ow.income ~lIIinl· 

For 5aft t)lfCOC\iWl;ty"t r.onprofit Ofl.n
iul1QnI. ,n :a eOftltlnt ,tru.,le to flftd 
tc.lrn !"lInin,deUS,.. the ne'M1AVflUtl..nt 
fundi will bit. bonn to prOJeCts. 
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, AFFORDABLE HOUSING RISK-SHAaING PROGRAM 

One way t.o increase the ability of low-income families to 
purchase homes is to combine the resources of the private sector 

·and the federal government. Discussed in this paper is a 
legislative proposal which unites the strengths of private mortgage 
insurers (MIs) and the Federal Housing Administration (FHA) to 
broaden the base of people who can become homeowners. It proposes 
to establish a pilot mortgage insurance program that will earmark 
$20 billion of mortgage money, over a three year period, to low-and 
moderate-income families. 

" 

combining the capital resources of FHA and MIs will bring much 
more needed capital to a traditionally underserved market. It will 
increase the ov~rall market size and market penetration, reaching 
more borrowers than would be reached by the two acting 
independently. It offers greater flexibility than the existing FHA 
program by allowing lenders, insurers, and investors to work with 
local community groups to design a program that meets the local 
needs~ PHA,will benefit in two other important ways -- the program 
will reduce its costs because MIs will be assuming one-half the 
risk and administering the program and MIs' risk management 
expertise will ensure that these loans are delivered prudently I 

efficiently, and effectively. 

The very low down payment on loans originated under the 
program will increase the risk of default, but the program can be 
successful if borrower counseling is required and all parties to 
the transaction work together. 

E1ements of the Risk-sharing proqram 

Under ~he proposal. MIs and FHA would insure loans with a 97 
percent loan-to-value ratio (LTV) for families earning 100 percent 
of area median income or below. Because under state law MIs cannot 
insure loans with greater than a 95 percent LTV ~ a federal 
preemption of state law would be sought for loans insured under 
this progl1am only. Thirty percent insurance coverage would be 
provided on these loans and FHA and MIs would split that coverage 
evenly -- each insurer would cover up to 15 percent of the loss. 
These loans would be available for purchase by Fannie Mae, Freddie 
Mac or any institution which purchases conventional loans. From 
FHAts perspective, the program would be part of the Mutual Mortgage 
Insurance Fund. 

MIst underwriting guidelines would be used under this pro9ram~ 
The guidelines would be similar to the ones used in the popular 
Community Home Buyers Program, but MIs and other participants in 
the nortgage market would be free to develop new, creative ways to 
meet the needs of low-income people. Because pre- and post-purchase 
counseling have proven to be so successful in ensuring that 
families remain in the homes they buy, it would be required for all 
loans originated under this program. 



This program would operate the way reinsurance programs 
operate in the private sector. The HI would act as the lead 
insurer I administering the program, developing the underwriting 
guidelines, collecting the premium, and disbursing the claim. FHA 
and the MI's role is discussed in more detail in the next section. 

The premium chat'ged to the borrower would be equivalent to 
FHA's existing premium, and FHA and the MI would split that 
premium I ne~ of ceding commission, evenly. 

Two p~emium plans are said to be "equivalent" if their 
application to a pool of mortgages with an assumed runoff rate 
results in lifetime premium streams with equal ~(or'nearly equal) 
present values. This is illustrated in the example below: 

p~m.i.Ym 	PJ.an A Pl;:§,!:tn2.,um Plan B 
(1) 	 (2) (3) (1)2)(3) (4) (1) (~) (3) 

Present 
outstand. Value 

Pool Factors Premium pv Premium PV of 
f§riod 	 Balance (@ lOll Egte E;t:emium Bs:t~ P~emi\!m 

1 	 100 1,000 100 bp 1,000 6S bp 0.650 
2 90 0.909 50 0.409 65 0.592 
3 80 0.826 50 0.330 65 0.430 
4 70 0.751 50 0.263 65 0.342 
5 60 0.683 50 Q•• Q~ 65 0 ••66 

TOTAL 2.207 	 2.220 

In the example above t for the assumed runoff rate and 
discount factor, the two premium plans would be said to be 
"equivalent" over the five year term illustrated since the present 
value of the two premium streams are equal (2.207 versus 2.220). 

It is necessary to charge a premium equivalent to the existing 
FHA premium even though the insurance coverage would be 30 percent 
(and not 100 percent as under the existing FHA program) because all 
the loans 'would have very high ratios. The result of this fact 
would be a high-risk portfolio of loans. 

Like many of the other 'aspects of the program, the individual 
MI would decide whether the premium is financeable. Under state 
law, the premium could not be. financed if the ccnnblried LTV is 97 
percent (presuming I of course, that state law is overridden to 
permit MIs to insure loans with an LTV greater than 95 percent)., 

Attachment A outlines the elements of the risk-sharing program 
and Attachment B compares it to the existing FHA program and the 
Community Home Buyers Program. Note that all of these existing 
programs would remain in place. if the risk-sharing program were 
approved. The risk-sharing program would be in addition to these 
programs, not instead of them. 
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Risk-Sharinq Similar to Reinsuranoe. 

The proposal is based on the concept of reinsurance that has 
long been ,prevalent in the insura~ce industry. Under this 
reinsurance program, both insurers share the risks and the profits 
equally. The "lead" insurer administers the program by making the 
underwriting decisions, collecting the! premium and remitting the 
reinsurer's portion of the premium, assi'sting in workouts, tracking 
delinquencies, setting reserves, disbursing the claim, and then 
recovering fro~ the reinsurer on a regular basis. 1n affect, the 
lead insurer would do all those things1mortgage insurers normally 
do todaY4 The lead insurer also provides periodic profit and loss 
statements and makes appropriate disbursements to or collections 
from the reinsurer. 

, 
Under the risk-sharing proposal r 1;.he HI would be the Ulead" 

insurer and, therefore, would develop the underwriting guidelines, 
collect the premium, and handle the claims. The individual MI would 
work with the lender, investor or borrower to mitigate the claim. 
If the property went into foreClosure' and the MI chose to take 
possession, it would handle the property disposition. The MI would 
send the income to FHA or collect the amount of the claim for which 
FHA is respo~sible. Since the MI would do all the administration of 
the program, it would receive an appropriate ceding premium for 
operating expenses, which is customary :in reinsurance. 

, ' 

It is i'rnportant to note that in the risk.....sharing proposal, as 
in a reinsurance. arrangement t both insurers would have equal 
amounts of capital at stake should the loans go to claim. This 
means that both insurers have an eqUal incentive to ensure that the 
family is purch~sing a home it can affor~ and, if the family should 
run into trouble, of working to mitigate the loss to both insurers. 
An extra.advantage to FHA by having the;MI be the lead insurer, is 
that FHA will benefit from the MIls extensive experience in working 
with borrowers and lenders to resolve f;inancial problems., 

• • I •
Any MI ,that 15 l:lcensed as a mortgage 1nsurer and approved by 

Fannie Mae· and Freddie Mac would be eligible to participate with 
Ff~ in the type of risk-sharing arrangements outlined above~ FHA 
would decide what programs and MI companies it wishes to work with 
on an individual program basis. MIS' would be monitored for 
financial soundness and operating efficiency in the way any lead 
insurer in a reinsurance arrangement is monitored'by the reinsurer. 
A third party can be appointed by FHA to monitor an MI. 

Advantages ~f the Risk-Sharing Program i , 
Tha program provides many advantages to low-income borrowers, 

lenders, investors, and insurers. This program will help bring low
income borrowers into the mainstream of 'mortgage finance, enabling 
them to obtain more competitive interes~ rates for mortgages. The 
interest rates on loans originated unde~ the Community Home Buyers 
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Program are at market rate or below and MIs have no reason to 
believe that this will not be the case with loans originated under 
this proposal. Between 2.5 million arid 5 million more families 
would be able to purchase homes underi the proposed risk-sharing 
program than otherwise might not be able to afford to do so. 

I . 

Low-income borrowers also will benefit from the flexibility 
built into ~he proposal. By not setting: underwrIting guidelines in 
legislation' or not requiring that they be sat by a central 
authority, programs can be developed to meet the special needs of 
a particular community. In reoent years,: lenders, investors and MIs 
have worked 'with local community groups Ito find creative solutions 
to the hou~ing affordability problem} These programs have put 
families into homes they can afford to: stay in. The risk-sharing 
proposal enables all players in the mortgage market to continue to 
work to find these creative solutions, .to the ultimate benefit of 
low-income borrowers. 

I 
Lenders and investors also will find advantages to the risk

sharing proposal because it will enable them to meet their 
community Reinvestment-type requirements in a sounder way. The 30 
percent insurance coverage will minimize the loss to the lender or 
investor, should default occur. The caret-ul underwriting (including 
pre- and post-purchasing counseling). :will broaden the base of 
potential home buyers and ensure they jare buying homes they can 
afford to keep. 

, 
Both F~A and MIs also would find the program beneficial. MIs 

have a proven track record of designing affordable housing programs 
that put families into hornes t without lOSing money for the insurer. 
More of these programs will be available if FHA and MIs share both 
the risk and the profit. Equally as important to FHA is the fact 
that the MI would adninister the loans in the risk-sharing program. 
FHA's resources are limited, so it is Idifficult for FHA to work 
with borrowers to mitigate loss or to quickly and adequately 
dispose of property in foreclosure. MIs:have the trained personnel 
to perform these functions. In addition, MIs have experience in 
helping community groups counsel prospective low-income borrowers. 
FHA would have the benefit of these resources without having the 
cost of developinq them. FHA would have little administrative 
duties other than engaging a third party to monitor the financial 
soundness of the MI. I 

, 
Budqet Impact of Risk-Sharing program I 

Another positive aspect of the risk-sharing proposal is that 
it can be done without a budgetarY impact to the federal 
government. under the existing FHA program, FHA covers 100 percent 
of the loan amount when default occurs and takes title to the 
property after foreclosure. In addition, FHA has an "assignment 
program" in which lenders assign loans Ito FHA to work out if the 
harrower is in default. The existing FHA program presently has 

, 



40,000 homes in foreclosure and 68,000 homes (projected to increase 
to 91,000 in two years) in the assignment program.

I 
The risk-sharing program would !not contain these costly 

aspects of the existing FHA program. i First, FHA would only be 
covering 15 percent of the loan amount:so that the level of FHA's 
losses on'8ny one claim would be significantly smaller. Second, the 
MI would be working with the borrowers who are in default and would 
manage the property if the MI chose ~o take title to it after 
foreclosure. The MIs would receive a ceding premium for the cost of 
these administrative functions. Finally, FHA would benefit from 
being a partner with a private insurer who has capital equally at 
risk as FHA's capital and who has i a history .-.of developinq 
successful affordable housing programs that put low-income families 
into homes, ,with low foreclosures~ i 
Legislation Needed to Implement Program, 

Legisl~tion will be needed for most aspects of the proposed 
risk-sharing program. First, a federal override of state laws which 
prohibit MIs from insuring loans with gr:eater than a 95 percent LTV 
will be needed. It is also possible that a federal override will be 
needed to designate FHA for state law purposes as a reinsurer and 
the reinsurance as admitted on the statutory financial statements. 
In other words, MIs will want to receive credit on their financial 
statements for the part of the risk reinsured by FHA so that they 
would not be required to dedicate cap~tal to the portion of the 
risk covered by FHA. This would be particularly important if the 
program were extended beyond the pilot stage. 

, . i . I iFederal' leg1.s1at on also w1.ll be :requ red to enable FHA to 
participate~' First, since authorization for the insurance is vested 
in the Secretary legislation will be needed to allow MIs toT 

endorse loans for insurance and take other action on behalf of the 
4secretary Although the Secretary is given considerable latitude 

and discretion to prescribe terms of thle FHA insurance program, a 
number of provisions in the risk-sharing program appear to require 
legislative approval. These include the ~level of activity proposed 
under the pilot program I the incom~ limitation l the shared 
insurance coverage, the premium split, the program administration 
by MIs (i.e. premium collection and claim and property disposition) 
and the MI needing-II premium for operatinq expenses, There may also 
be other aspects of the program that need legislatIon to~-implement. 

conclUsion 1 , 
Combining the strengths of the federal and private mortgage 

insurance programs will ultimately ben~fit low-income borrowers * 
The expertise the private mortgage i'nsurance industry has in 
developing affordable housing programs and the broad resources it 
has to continue to do so successfully,: will broaden the base of 
people who can become homeowners. By st~ucturing the risk-sharinq 
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program so that there will be flexibility to work on a local 
community level, more families will be able to buy homes. This 
program truly "reinvents II governmentl because it enables the 
government to reach into communities! to meet their particular 
needs. 
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1. The loan would be a conventional loan that could be held 
in portfOlio" or sold to :annle: Mae or Freddie Mac or any
other conventional investor. : 

2. The types of loans eligib:e: for this program would be 
similar to loans eligible for the Community Home Buyer's 
Program. but would not be restricted to only those loans. As 
individual MIs develop new products that are designed to put 
low-income people into homes with less down, they also would 
be eligible t;or this risk-sharing proqra.n;. 

:3. The individual MI's underwrit:inq criteria would prevail, 
and pre-purchase and post-purchase counselling of the borrower 
would be necessary. : 

4. The method of determining the loan-to-value ratio would be 
calculated the way M!s calculate it. 

I 

5. Loans with a loan-to-value rdtio of 97 'Percent would .be 
eliqihle for this program, In ord:er for MIs" to insure loans 
with a 97 percent loa~-to-value ratio, a federal override of 
state law that prohibits ~s from ins~rinq loans with greater 
than a 95 percent loan-to-value: ratio, ''Would be sought. 
However, the federal override would be for loans in the risk
shari~q program only. It would 'not apply to other loans 
insured by MZs. In addition to 97 percent loan-to-value ratio 
loans, loans similar to the ones eligible for the Community 
HOme Buyer1s program also would be'eliqible for this program~ 
For these latter type of loans,'~ two percent of the down 
pa;rment can come from outside sO\.lrces, while three percent 
must come from the borrower. The two percent can he a gift 
from a family member or a co~unity;group. Funds from the HOME 
prograt1, initiated i:1 the 1.990 housing legislation I could also 
be used for the additional two percent down payment?

• I 
6 * 'l'he maximum level of insurattce coverage woul.d be 30 
percent. FaA and the MI would divide the risk evenly~, 

7. FHA's existing premiWll essenti1ally would be charged for 
this program. However, federal legislation Would be sought to 
enable the insurer to charge a premium no qreat-er than an 
a1nount equivalent to FHA's existing premiUl'll fo'.z;:' loans in the 
risk-sharing program. ' 

8. The MI would receive a percentage of the premium as the 
ceding premium for the cost of underwritinq and adIninistering 
the loans. The remainder of the prebium would be split evenly 
by FHA and the MI. I , 
9"« Only, borrowers earnir.g less than 100 percent of median 
income would be eligible fer the program. 

I 

I, 



• • 

10. The MJ: would handl.e the claims and. seek. reim}::)ursement 
from FHA and FHA I s portion of the claim. 

I
, 
1.1. lil e~istinq FHA progra.cs will remain in place and thus 
the neW' risk-sharing program will supplel!1ent the e~isting 


proqrams~ 1 


l2. Individual MIs will determine whether FHA's existin9' 

premium can be financed. I 


I 


I 


. '., 

••I 

i 

I 
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AFFORDABLE HOUSING RlSK-sBARlNG PROGRAM 

UTe:( of 

Coveljlft 


l'lemium 

!Inderwrigm:: 

Loon 2r 
Income Limits 

Administration 
.rpLWIPID 

New Program 

30%; FIIA & MI will 

split !he irIsutance 

claim evenly 


The equi....alent to 
FHA's existing 
premium. FHA aiu! MI 
Will split the premium, 
net of a ceding pRtDitun. 

97% on loam without 

C.3pitalization of the 

premium. 


,, 
MIs will establish. 

underwriting guidelines 

which meet the needs of 

low·income people 


100% of ~ modian 

income or below 


Fmnic Mae~ FIeddio 
Mac Of ochec p~ 
of conveotionalloam 

MI would administer 
enti.ro program with 
qwirtetly reports sent to FHA 

EJ!$tinfC EJIA 
100% 

3:.i upfrom ~th 
., SObp ttUeWal premium 
OYU. nUOlbef of)'e:m 

~ on:tbe wtial 

LTV. uprroJl~ premium Will 

decline 1.0 2,25~ 00. 1011/94 


I. 

~LTVof(i)91.7S% of 
house price, ~tudini ctosing 
costs, fot bomes over $50,000 
and 98.1S;; for homes "U.Ilde"t 
$SO,COO or (ii)' 97~ 04 toat:LS 
under $50,000; otherwise 91% 
of first $25,009; 95% "famount 
betwi<o. 525.000 and $12.5,000,
and $125.000 a.nd 90% 00 

amount above $12.5,000 

, 

FHA detenni.nes 

underwriting ~Iine.\l 

I 

I 
I 

I 
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of the 1993 Freddie Mac 1i.mit, 

Ginnie Mae 

FHA 
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by MI. 
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by the botTOWer 
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c.Uculated the way 

Mrs calculate LTV 


MIs &: Fannie Mao 
developed wtdexwriting 
guidelines designr:d 
to meet tho ne.eds of 
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or below 

MI 
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FHA sinqle-Family program 

.1 f' .h Mor gage Insurance Companles 0 Amer~ca (MICA) lST e t 
concerned with purported plans by the Aaministration to raise the 
loan limits for the Federal Housing Administration's single-family 
mortgage insurance program (FHA) and tolroll back some of the FHA 
reforms Congress enacted in 1990. When the FHA reforms were 
enacted, FHA was losing about $1 million! a day. MICA believes it is 
inappropriate to make changes which direct FHA away from families 
who need it the most or which undermine: its financial integrity.

, 
i

FHA has' been moving away from its h istorie-'1nission of serving 
low- and moderate-income people. Attachment A provides the price of 
a house that the family earning median income could afford to buy 
from 1971 through mid-year 1993 and FHA's loan limits for that 
period. It clearly shows that 20 years ago FHA was serving median 
income people, but that slowly it has moved away from that mission 
as its loan limits have increased.! Attachment B provides 
information on homeownership rates I by income categories.
Attachment C provides homeownership rates by race. Together these 
charts show, that lower income and minority families have made 
little or no gains in homeownership in the last 20 years. Proposals 
to raise the limits to 95 percent of area median sales price will 
only exacerbate this trend and do noti}ing for lower income and 
minority families struggling to buy first homes. Lower income 
people do not have the income necessary to make the monthly 
payments on such expensive homes. I 

, , 

Raising FHA" s loan limits also' could hurt the program 
financially. 1Attachment D indexes the claim rates of all loans with 
a 95 percent loan-to-value ratio insured by private mortgage 
insurers from 1981 through 1990 that went to claim as of year-end 
1992. It clearly shows that claims start to increase as loan 
amounts go above $125,000. If FHA were to be given authority to 
insure higher balanced loans, both the 'number of claims would be 
higher and the severity of loss on anyone claim would be higher. 
Unlike private mortgage insurers, FHA covers 100 percent of the 
loan amount so that if a $200,000 loanlwere to go to claim, FHA 
would owe $200,000 on just that one claim. 

MICA also cautions the Administlr~tion not to hurt FHA 
financially in an attempt to simplify its down payment or premium 
structure. FHA's 1992 book of business -;- which wag the first book 
to be fully subject to the 1990 reforms -- is the first book of 
business projected to be cash sufficient Isince 1979. If appropriate 
down payments are not maintained or the premium is not adequate to 
cover the risk FHA insures (keeping i:t:l mind the fact that FHA 
insures 100 percent of the loan amount: whereas private insurers 
generally insure 20 percent to 25 percent), then FHA could face 
financial insolvency. : 

. . I •AttachI:\ent E ~llustrates the ~mportance of ensur~ng that FHA f s 
"down payment 'requirements are adequate. It provides the history of 



FHA's down payment requirements and default rates. When FHA's down 
payment requirements were lowered! its claim rates increased 
dramatically~ Attachment F also provides a history of FHA's down, 
payment requirements. I 

MICA urges the Administration not to direct FHA away from 
families· who need a government programI to help them achieve the 
dream of homeownership. MICA also urges it not to take steps that 
could jeopardize FHA financially. We want to see a strong FHA, 
serving low- and moder'ate- income families. 










































































































































