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'STAFF EXPLANATION OF H.R. 12031, THE RURAL DEVEL-
OPMENT ACT OF 1972, AS PASSED BY THE SENATE AND .,
SHOWING ‘'FLOOR AMENDMENTS . : .ot

“Thig bill, cited ps the ‘Rural Development Act (’)f 1972, provides,
for a puinber of;methods of assisting in the developinent of the rural
areas of this country. It is divided into 7 titles as follows:

’ L. Amendments to the Consolidated Farmers Home Admin-
istration Act of 1961

11. Rufal Community Development Revenue Sharin

11I. Amendments to the Watershed Protection and Flood Wi
s Preveation Act, as nmended - , /:
IV, Amendments to the Bankhead-Jones Farm Tenant Act, . 2
as antended : - e &,
V. Rural Community Fire Protection H
VI. Rural Development and Small Farm Research and £
"+ Education !
VIL Miscellaneous I3
TirLe |.—AmesxpMENTs To THE CoxsoLipATED Farmefs Home
ADMINISTRATION AcT oF 1961 ' .
Title I would amend the Consolidated ¥Farmers Home Adminis-
tration Act of 1961 to-- ' ,
) (1) rename it the @onsolidlated Farm and Rural Development )
L Act;
. (2) authorize real éstate loans to acquire or establish small . 7
b business enterprises in rural areas; .

]
(3) provide for appraisals of real property on a market (rather
" than normal) valiue basis; ) . .
: (4) authorize loans for rural development projects; ‘
(5) prohibit loans (as well as grants) under section 306 of the
1961 Act that are inconsistent with a multijurisdictional plan and
authorize reimbursement of multijurisdictional development
agencigs and county and municipal goverments for reviewing
applications for financial assistance under section 306;
’ «(8) extend the Secretary’s authdrity to make grants under
section 08 prior to the completion of the comprehensive plan to
October 1, 1973, v -
(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 having author-
ity to prepare comprehensive plans which are not “officral”’;
(8) extend the definition of “rural areas” to exclude towns of
more than 50,000 and their urbanized and urbaniziig adjacent '
areas (instead of 5,500), and to all grovisions of the-act:

' (1)
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(9)_repeal the 34 million limit on loans and grants to any
association under section'306(a); .

(10) increase to $500 million (from $100 million) the anlount of
unsold loshs which may be held in the Agricultural Credit
Insytance Fund [lending sale as insured loans;

1) create a Rural Development Insurance Fund ,with au-

. thority. to borrow from the Treasury (similar to the Agricultural

"tedit Insurange Fund) for rurad, development loans;

(12) subject the interest on ul? insure(li loans sold out of such
fund to Federal income tix; - -

(13) authoriz¢ (a) loans to finance business industry and
employment and' improve the economic and environmental
climate in rural communities; and (b) $50 nillion annually for
50 percent pollution abatement undscentrol, grants;

(14) authorize loans to rural youths for any purpose specified
in section 312 (bperating loans) and in addition to operute
engerprises in connection with their participation in 4 -H clubs
or similofPorganizations; . ’ . .

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

(16) increase the operating loan limit from $35,000 to $50,000;

(17) authorize insurance of operating loans; ' .

(18? reorganize the Farmers I}omu Administration into a Farm
Development Administration and a Rural Enterprise and Com-
munity Development Administration’ under an additionn! As-
sistant Becretary of Agriculture; )

(19) give the Secretary, discretion to require bonds protecting
against FHA employee fraud or dishonesty in lieu of the present
“fuithful performance” bonds which go to all «uties of the
employee; ' .

(20) repeal & provision requiring county committee approval
of loans under sections 306, 314 (soil conservation districts), and
321(b)(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 _ o L
nonprofit associations for community facilities to bear interest at-.

‘a rate, prescribed by the Secretary, nqt less than a rate determined

by the Secretdry of the Treasury 4aking into consideration tho
current average murket yield on outstanding marketable obliga-
tions of the United States comparable to the average inaturities
of such loans, adjusted in the judgment of the Sécretary of the
Treasury, to provide for a rate comparable to the rates prevailin

in the private market for similar loans and considering the Seerd

t 's’ins;urtmé?3 of the loans, plus an ‘additional charge, pre-

scribed by the Secretary, to cover the Secretary’s losses and cost of
administration, which cfm-rge shall be deposited in the Rural De- -
velopment Insurance Fund: Provided, That the rate so prescribed
shall be adjusted to the fiearest 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
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+ louns*for community facilities) to 90 percent of the risk, and

' mdgrize the Secretury to make loans for such purhoses onlyif

- ne ot londvr ix willing to muke o gunranteed loun; ,

. (24) give preferetice for water facility loans and grants to public
agencies in_rural communities of 5,500 or less suffering deterio- |
ration or diminution of an existing water rupply; "

v

FLOOR AMENDMENPH

(25) clarify and extend the authority of the Farmers Home
Administration to contruct for services and uuthorizes the Secre-
tary to use the ugricultural credigand rural development insurance
funds to pay for contract services; .

(26) authorize the collection of interest and taxes in the monthly
mortgage payment; and relieve the Se(‘retAry of Agriculture of
requiring that interest be enleutated and paid on late puyments;
¢ (27) require that 6095 of the Farmers Hoine Administration
foun and grant funds for.cural development go to counties which
have no incorporated city of more than 25,000 popilation; and.

- (28) require the Secretary of Agriculture to accept o gunruntee
by the Department of Hawaiian Home Lands of the State of
Huwaii as security for a rural housing loan. .

Tires 11 Rukan REVENUE SHARING

(1) This title authorizes the nppropriation of $500 million annually.
(2) ‘This money would he nppartioned among the States nccording
to the following formula:
(n) 509 on the basis of the State’s rural populution;
e (b) 2597 on the basis of the State’s rural per eapita income; and v
L -{e) 259 on the basis of the decrease in the Stute’s rural popu-
tution. ' v
(The committee bill had protided u formula that would have given
40¢% of the money for (n): 207 for (h); and 40¢,, for (¢).)
Y (3) Afl funds would go to the States, but ench State’is required to
pass ot one-third of these funds to substate multi-jurisdictionnd aren-
.+ wide general purpose planning nnd development districts and it mnst
pass on ()no-lrl\ir(l of the funds to Yoen! governments within the State.
- The two-thirdy passed on to districts and local governments would
be apportioned Kithin each State on the <ame formuln basis as had J
been provided by the Committee bilt for appottiontnent of funds nmong
tHe States. : . :
(4y The amoupts apportioned wouldbe used by the recipient® for
rural development in rural areas as defined in Title I.
- (6) To become cligible for funds cach State must present to the
. Secretary of Agriculture a rural development plan developed by o
statewide rural devolopment planning system, with the participation
of officials of distriet (-olnlni“'Q)nﬂ and local gosernments.

TiteE 1 H[-~AMENDMENTS TO THE Waitersith ProtEctioN aND Froov
"~ PrevVENTION ACT

This titte would amend the Watershed : Protection and  Flood
Prevention Act to _ ' e .

-
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(1) extend the definition of “works of improvement”’ to any
undertaking for-the conservation and proper utilization of land
and permit cost-sharing [therefor: ¢ ' ) :
T * (2) provide for up- td_tem vear agreements under|which the
¢ Sccretary would share the ¢dst of soil and water ¢ nservation
. - practices on fands within the areas covered by wutorséod projects
. under that actor section 13 of the act of December 22, 1944 ;
(3) permit.funds approprinted for other dcts to be used in the
acquisition of fands now required to he acquired by the local
organization without cost to the Federal government;
(4] nuthorize the Sccretary to pay the cost of Indian lands
‘needed for works of improvement thercon; :
(&f) permit the Secretary to assume an appropriate part of the
cash of installing any work of improvement applicable to water
quality. management ;
(6) permit the Secretary to pay up to 50 percent of the cost of
storage for present municipal and in(lustriuﬁ'\\'_nler demands;
(7) require plans for, larger impoundments which inclnde (a)
+ features which may affect the public health, or (b) water polhution
+control mensures. to he submitted to the Secretary ()fl Henlth,
Education and Welfire or the Administrator of the Environmental
Protection Ageney, respectively before heing submitted to (fon-
gress through the President.,

FLOOR AMENDMENYTS

.

| (8) ‘l)ln('v particular emphasis on the reclamation and reyegeta-
| tion of fand that has been strip-mined or abandoned; and
‘ (9) permit cost-sharing for ground water recharge.

'

¢ Trroe IV -AmenpMENTSTO THE BANKHEAD-JONES
Fanym Texant Acr
Thix title would
(1) amend the Bankhead-dJones Farm Tenant Act to authorizo
. 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 adivance
the cost of stornge for future needs; anil (ii) share in the cost
of installing-measures for watér quality nmanagement, the control
and abatement of ugrivullm'(‘-roﬁulv(l pollution, the disposal of
- solid wastes, and the storage and withidrawal of water f]()r rural
fire protection;
(2) require the Secretary to earry out a land inventory and
monitoring program and issue-a land inventory report at not less
than five-year intervals. ' :

+

TitLe V. Ryran Cosmusery Firk ProTecmion

Thix 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 the Seeretary of Agricnlture to provide financial, technical, and
other assistance to appropriate State officials in cooperative efforts
to organize, train, and equip loeal forces to preveat, control, and sup-
press wildfires in vural areas and rural communities of 5,500 or less
“outside of Standard Metropolitan Statistical arens. Financinl assist-
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ance could not exteed 50 percent of budgeted or actual expenditures, .
. whichever was less. .
FLOOH AMENDMENT

The umendment authorizes the appropriation of an additional
$2,000,000 annually for the purposes of this title to be used in those
Stutes where the average per capita income in rural areas is below the
national average per capita income for rural areas and where the
timber reserves are of such importance as to warrant special con-
sideration. The States may use these funds only in the multijuris-
dictional planning districts wherd thie rural per eapita income is below
the national average.

Tirne V1 Runan DeEVELOPMENT AND SMALL Fanw ResEArci aNn
: EnuvcarioN

Phis title authogizes the appropriation and apport’onment of funds
to States for (1) rural def() yment extension progrulnrﬁ{ (2) rural
development ‘reseurch; (3) ruml development truining; and (4) smull
furm extonsion, resourch and development programs.

Appropriation authorizations incréase: from a total of $50 million
for fiscal 1974 to a total of $135 million for fisenl 1976 and subsequent
vears. Apportionment would be as follows: A

(1) 4%, to the Sceeretury of Agriculture for administration:

(2) 104 to be alloeated by the Secretary to finance work serving

. two or more States; .

(3). 209, equally among the States; :

(4) 33% among the States on the basis of rural population us
determined by the last preceding decenninl census at the time

. each such additional sum is first approprinted; and

(5) 339 among the States on the basis of farm population,

determined in a sIMYar manner. - )

.
[

N

FLOGR AMENDMENT

- The amendment authorizes\for {he purposes of thisstitle the appro-
priation of an wdditional $25,

00,000 to be distributed among those

States where the per capita indpme of those living on smull farms in

rural arens i< below the nationdl average per capits income in rural

*arens These funds would be alldeated among sm-fll States on the basis

of the number of persons in euch such State who live on sl farns

- in rural areas and whose income i~ below the poverty level.
Trree VIP - NIRCELLANEOUS

This title would . .
(1) (n) no financinl or other ussistance shall be extended under .

any provision of thix Act that will result in the transfer from one

area founotherof any employment or business activity provided by
operations of the applicagt or a directly dompeting firm. but this
limitation shall not be cupstrued to prohibit assistance for the ex-

pansion of an existing business entity through the establishment

of u new branch, affilinte, or subsidiary of such entity if the g
establishment of sueh will not result inan inerease in nnemplos - .

.



ERIC

Aruitoxt provided by Eic:

Ns

~

iment in the area of original location or in any other area where
such_entity or u direetly ecompeting firm conducts business
operations unless there is reason to believe that such branch,
affilinte. or subsidiary is being established-with the intention of
closing down the operations of the existing business entity in the
aren of its original L)(-ulion or in any other urea where it conducts

such operations, and

(b) no financial or other assistance shall be eXtended tinder any
provision of this Act when the result would be to increase the
production of goods, materials, or commouditios, or the availability
of services or facilities, when there is not sufficient demand in the
area for such goods, materials, commodities, services, of facilities,
to employ the efficient capucity of existing competitive commerciat
or industrinl enterprises.

(2) requife the Secretary of Agriculture to coordinate rural
development activities; .

(3) authorize ten year cost sharing payments under section 8(b)
of the Soil Conservation und Domestic Allotiment Act;

(4) authorize cost sharing under such section 8(b) for agri-
culturestelated  pollution  prevention or abatement practices
unrelieted to soil or water conservation.

FLOOR AMENDMENTS

‘ ] .

(8) require that no financial assistance be extended under this
Act until the Secretary of Labor certifies that the, anti-piracy
provisions have been complied with; and requires that the
Secretaries of Labor and Agriculture jointly develop u system of

“certification which will insure expaditious processing of applica-
tions; and ’ “

6) amend the Rural Electrification Act of 1036 to suthorize
the Rural Telephone Bank to issue telephone debentures to the
Secretary of the Treasury and to nuthorize the Secretary of the
Treasury to purchase such debentures. -




