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7.ABSTRACT
' Designed to assist the development of rural areas

in the United States, the Rural D lopment Act of 1972 is divided
into seven titles which are nam and explicated in this "Staff
Explanation". Titles of the Act are presented as follows: (1) Title
-I--Amendments to the Consolidated.Farmeri'Home Administration Act of
1961 (28 amendments relative to loan authorization, extension of
water and sewer grant authorities, extension of the definition of
rural, etc,.) ; (2) Title II--Rural Revenue Sharing (five items
relative to appropriation formulas, apportionment, State eligibility,
etc.); (3) Title IIIAmendments to the Watershed' Protection and
Flood Prevention Act (seven amendments relative to definition of
"works improvement", authorization of funds for land acquisition,
water 'storage costs, etc.); (4) Title IV--AmendMents to 'the
Bankhead-Jones Farm Tenant Act ,(authorization of water storage costs
and land inventory and .monitoring program requirements) ; (5) Title
V--Rural.Community'Fire Protection (appropriations of $5 mill4on for
fiscal years 197J-75); (6) Title VI--Rural Development and Small Farm
Research and Education (appropriation,and apportionment of funds for
rural development extension programs, research and training,.and
small farm,extension and development programs); (7) Title

.
/II-Miscellaneous (restrictions and cost sharing authorizations).
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STAFF EXPLANATION OF H.R. 12931, THE RURAL DEVEL-
OPMENT ACT OF 1972, AS PASSED BY THE SENATE AND
SHOWING 'FLOOR AMENDMENTS

This bill., cited. Its the aural Development Act of 1972, provide:4s
for a, ittnitber ofimethods of assisting in the development of the rural
areas of this country. It is divided into 7 titles as follows:

I,. Amendments to the Consolidated Farmers Home Admin-
istiation Act of 1961

11. Rural Community Development Revenue Sharing
III. Amendments to the Watershed Protection. and Flood

Preveittion Act, as amended
IV. Amendments to the Bankhead-Jones Farm Tenant Aet,.

as amended
V. Rural Community Fire Protection

VI. Rural Development. and Small Farm Research and
Education

VII. Miscellaneous

TITLE I.-AMENDMENTS TO THE CONSOLIDATED FAItMETIS HOME
ADMINISTRATION ACT OF 1961

Title 1 would amend the Consolidated Farmers Home Adminis-
tration Act of 1961

(1) rename it the (ionsolilated Farm and Rural Develovtent
Act;

(2) authorize real estate loans to acquire or establish small
business enterprises in rural areas;

(3) provide for appraisals of real property on a market (rather
than normal) value basis;

(4) authorize loans for.rural development projects;
(5) prohibit loans (ass well as grants) under section 306 of the

1961Act that are inconsistent With a mnItijurisdictional plan and
authorize reimburSement of multijurisdictional development
agencies tun! county and municipal goverment~ for reviewing
applications for financial assistance under section 306;
(6) extend the Secretary's authority to make grants .under

section :11)6 prior to the completion of the comprehensive plan to
October 1, 1973;

.

(.7) extend water 'and sewer planning grant authority to all
community services and facilities and areawide development (in
addition to sewers), and permit grants to agencies havmg author-
ity to prepare comprehensive plans which are not "offiiial";

(8) extend the definition of "rural areas" to exclude towns of
more than 50,000 and their urbanized and urbanizing adjacent
wreas (instead of 5,500), and to all Rrovisions of the,act;

(1)

4
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(9) repeal the $4 million limit on loans and grants to any
association under section.306(a);

(10) increase to $500 million (from $100 million) the amount ofunsold totals which may be held in the Agricultural Credit
Ins ance Fund pending sale as insured loans;

1) create a Rural Development Insurance Fund with nu-
t ority. to borrow from the Treasury (similar to the Agricultual

redit Insurance Fund) for rur4 development loans;
(12) subject the interest on all insured loans sold out of such

fund to Federal income tax;
(13) authorize (a) loans to finance business industry and

employment and' improve the economic and environmental
climate in rural communities; and (b) $50 million annually for
50 percept pollution abatement and,controt grants;

(14) authorize loam to rural youths for any purpose specified
in section 312 (Operating loans) and in addition to operate
enterprises in connection with their participation in ,4 -H clubs
or simildeorganizations;

(15) authorize (a) loans to operate small business enterprises
in rural areas and for pollution abatemept and control; and (b) $25
million annually for grants of up to 50 jpercent of the development
cost of pollution abatement and control projects;.

(16) increase the operating loan limit front $35,000 to $50,000;
(17) authorize insurance of operating loans; .

(18) reorganize the Farmers Home Administration intro a Farm
Development Administration and a Aural Enterprise and Com-
munity Development Administrati6n tinder an additional As-
sistant Secretary of Agriculture;

(19) give the Secretary, discretion to require bonds protecting
against FHA employee fraud or dishonesty in lieu of the present
"faithful performance" bonds which go to all duties of the
employee;

(20) repeal a provision requiring county committee approval
of loans under sections 306, 314 (soil conservation districts), and
321(6) (2) (emergency loans to corporations and Partnerships);

(21) provide for an interest rate on the new types of rural
development loans- (other than guaranteed loans or loans to
public bodies or
nonprofit associations for community facilities to bear interest, at.
'a rate, prescribed by the Secretary, nqt less than a rate determined
by the Secretary of the Treasury faking into consideration the
current average market yield on outstanding marketable obliga-
tions of the United States comparable to

of
average maturities

of such loans, adjusted in the judgment of the Secretary of the
Treasury to provide for a rate comparable to the rates prevailing
in the private market for similar loans and considering the Secre.,
Wry's insuranR of the loans, plus an 'additional charge, pre-
scribed by the Secretary, to cover the Secretary's losses and cost of
administration, which charge shall be deposited in the Rural De-
velopiment Insurance Fund; Provided, That the rate so prescribed
shall be adjusted to the-nearest one-eighth of 1 per centum.

(22) make it clear that the word "insure". covers the guarantee
of,a loan originated and serviced by another lender;

(23) limit the guaranty on a guaranteed loan originated by
another lender for rural development purposes (other than certain

O
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loans for communit y facilities) to 90 percent of the risk, and
uu rize the Secretary to make loans for such purposes only if
np of lender is *ping to make a puiranteed loon;

(24) pit(' preference for water facilit V loans and grants to public
agencies in viral communities of 5,56) or less suffering deterio-
ration or diminution of an existing wateR supply;

FLOOR AMENDMENYS

(25) clarify and extend the authority of the Farmers Iloilo.
Administration to contract for services and out linrizes the Secre-
tary to use the agricult oral credit,and rural olevelopmen I insurance
funds to pay for contract services;

(26) authorize the collection of interest ant taxes in the monthlytil
virtgage payment ; and relieve the Secre ary of Apiculture of
requiring that interest be calculated caul paid on late payments;

(27) require that 60% of the Formers Holm. Administration
loan and grant funds for,rural development go to counties %Odell
have no incorporated city of more than '25,0O0 population; and

(2S) require the Secretary of Agriculture to accep,t a gourontee
by the Department of Ilowniian Home Lands of the State of
linwaii as security fur as rural housing loon,

TITLE II [tra. ItEvEN yr, SnAurNo ,

(1) This title authorizes the appropriation of $500 million normally.
(2) Thi* money would he apportioned among. the States according

to the following formula:
(a) 50% on.the basis of the State's rural population;
(h) 250(', on the basi; of the State', rural per cnpito income; and

. -(c) '25% on the basis of the decrease in the State's rural pop,-
tat ion.

(The committee bill had prodded a formula that would have given
40% of the money for (a): 201',, for (b) i and 40q for (1).)

(3) All funds would .go to the States, but each State'is required to
pass on one-third of these fund; to substate multi-jurisdictional urea-

- wide general purpose planning. and development districts mid it ninst
pass on one-third of the funds to local governments within the State.

'The two - third; passed on to districts and local governments %%mild
be apportioned it bin each Slate out the' some formula basis as had
been provided by the ( 'ornmittee bill for nppo'rtionment of funds mining
the States.

(4)' The amoupts apportioned would ,be used by the recipient* for
rural development in rural. area: as defined in Title I.

(5) To become eligible for funds each State must present to the
Secretary of Agriculture a rural development plan developed by a
statewide rural development 'donning system, with the participation
of officials of district conunissnis and local goveunent.4.

TITLE II I---AmEmmrENTs TO THE W

n

ATERSHED PROTECTION AND FLOOD
PREVENTION A(.'T

This title would amend the Watershed , Protection and Flood
Prevention Act to iii

.6
Nat'
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(1) extend' the definition of "works of improvement" to'any
undertaking for the conkiervation and proper utilization of land
and permit cost-sharing therefor; . .

k (2) provide for up. tc te year agreements under which the
.,I Secretary would share h(' c 't of soil and water c !Nervation

practices on lands within the areas covered by %%liters), ed projects
under that act 'or-section 13 of the act of December 22, 1944;

(3) permitjunds appropriated for other acts to be used in the
acquisition of lands now required to be acquired by the local
organization without cost to the 1Nkal government;

(4i authorize the Secretary to pay the cost of Indian lands
'nee INI for works of improvement thereon;

1 permit the Secretary to assume an appropriate part of the
cos of installing any work of improvement applicable to water
quality- management ;

(0) permit the Secretary to pay up to 50 percent of the cost of
storage for present municipal and industrial w.ater demands;

(7) require plans for. larger impoundments which include (a)
features which may affect the public health, or (b) water pollution
cont rol measures.) to be submitted to the Secretary of Health,
Education and Welfare or the Administrator of the Environmental
Protection Agency, respectively before being submitted to Con-
gress through the President.

FLOOR AMENDMENtS

(s) place particular emphasis on the reclamation and revegeta-
tion of land that ha,: been strip-mined or abandoned; and

(9) permit cost-sharing for ground water recharge.

TITLE IV -AMENDMENTSVTO THE liANICHEAD-JONES
FARM TENANT ACT

This title would
(1) amend the Bankhead-Jones Farnp Tenant Act to authorize

the Secretary to (i) pay up to 50 percent of the cost of storage
of water in any reservoir constructed or modified under such act
for present needs for rural community water supply and ad'vance
the cost of storage for future needs; anti (ii) share in the cost -
of installingmeasures for water quality management, the control
and ,alTateent of agriculture-related pollution, the disposal of
solid wastes, and ttr storage and witbdrawal of water for rural
fire protection;

(2) require the Secretary to carry out a land inventory and
monitoring p?ogram and issue-a land inventory report at not less
than five-year intervals.

TITLE V R RA f. ( IMMUNITY FIRE PROTECTION

'Phis title authorizes the appropriation of $5 million for each of the
fiscal years ending June 30, 1973, June 30, 1974, and June 30, 1975, to
enable t1w Secretary of Agriculture to provide financial, technical, and
other assistance to appropriate State officials in cpoperative efforts
to organize, train, and equip local forces to prcve it, control, and sup-
press wildfires in rural areas and rural communities of 5,500 or less
outside of Standard -Metropolitan Statistical areas. Financial assist--0



www.manaraa.com

5

ance could not exceed 50 percent of budgeted or actual expenditures, .
whichever was less.

FLOOR A M EN DM ENT

Flu' ameodment authorize, the appropriation of lilt additional
$2,000,000 annually for the purposes of this. title to Ine used in those
States where the average per capita.income in rural areas is below the
national' average per, capita income for rtiral areas and where the
timber -reserves ore of such importance as to %%arrant special con-
sideration. The States may uSe these funds only in the multijuris-
dietional planning districts wherj.tlie rural per capita income is below
the national a verage.

'I Ruins DEvELormENT AND SNIA LI: FA R.EA EA 11(.11 1ND

EDUCATION

This title authorizes the appropriation and apportonment of funds
to States for 1) rural development extension p ml.;rogra; (2) rural
development-research; (5) rural development training; nnd (4) small
farm extension, research and development programs.

Appropriation authorizations incrNise- from a total of $50 million
for fiscal 1974 to a 1018k of $135 million for fiscal 1976 and subsequent
years. Appyrt ionment would be as follow:

U) 4% to the Secretary of Agriculture for administation,
(2) 10% to 1w allocated t he.Secret Iffy to finance work serving

two or more States;
(3), 20% equally among the States;
(4) 33% among the States on I he basis of rural population as

determined by the last preceding decennial census at the time
each such additional sum is first appropriated; and

(5) 33% am the States on the Masi., of farm population,
determined in at sit lam manner.

It -.61ESnmENT

The amendment authorize; for the purposes of this4itiv the appro-
priation of an additional $25, 00,001) to be dictributed among those
States where the per capita un onw of those living on small farm, in
rural areas below the nation 1 average per ('a )ita income in rural
area ;. These fund, would be all( rated among sued States on the bast,
of the number of per,ons in ea( It such State who live on .mall farms
in rural area, MD I 1V110Se ilIC0111( is below I h0 poverty level. '

'TITLE VJP )fIscELLANTE01"!

'This title would
(1) (a) Ito financial or other assistance shall be extended under

any provision of this Act that %vill result in the transfer from one
area 1 o limn her of afty employment or busines. act iv ity provided by
operations of the applicatyt or n directly kompeting firm, but t hi.
limitation shall not be ctipstrued to prohibit a.sistance for the ex-
pansiOn of an existing business (Ink) through the establishment
of It new branch, affiliate, or .ttbsidiay of ,toich entity if the
establishment of such will not result in an increase,in tinemplo,:\ -

B
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fluent in the area of original location or in any other area where
such entity or a directly competing firm conducts business
operations unless there is reason to believe that such branch,
affiliate. or subsidiary is being established''%vith the intention of
closingdown the Operations of the existing business entity in the
area of its original location or in any other area where it conducts
such operations, and

(b) no financial Or other assist ance shall be .egtended under any
provision caf this Act %viten the result would be to increase the
production of goods, materials, or commodities, or the availability
of services or facilities, when there is not sufficient! demand in the
area for such goods, materials, comnmdities, services, of facilities,
to employ the efficient ea pack y of existing competitive commercial
or industrial enterprises.

(2) requiPe the Secretary of Agriculture to coordinate rural
development act ivitie4;

(3) authorize ten year cost sharing payments under section 8(b)
of the Soil Contiervation and Domestic Allotment Act;

(4) authorize cost sharing under such section 8(b) for agri-
culture=related pollution prevention or ahateMent practices
unrelated to soil or water conservation.

FLOOR ANIENUNIENTS

(5) require that no financial assistance be extended under this
Act until the Secretary of Labor certifie, that the, anti-piracy
provisions have been complied with; and requires that the
Secretaries of Labor and Agriculture jointly develop a system Of
certification %Odell will insure expeditious processing of applica-
tions; and

(6) amend the Rural Electrification Act of 1936. to authorize
the Rural Telephone Bank to issue telephone debentures to the
Secretary of the Treasury and to authorize the Secretary of the
Treasury to purchase such debentures.


