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. ‘ SHorT EXPLANATION OF B;:L

This bill, cited as the Rural Development Act of 1972, provides for
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-GENERAL STATEMENT
- -~ 4
This bill stems directly from the enactment by the Clongress and {the '
President of Sectlonn 901(a) of the Agricultural Act of 1970, which
stated: ’ L : . C
By Y commiTMENT OF CONGRESS
e . ’
. Sec. 901. (a) The Conffress commits ;itself to a sound l
g - balance between pural and urban America. The Congress
considers this balance so essential to the peace, prosperity,
-+ and welfare of all our citizens that the highest priority must
be given to the revitalization and development of rural areas.

/%‘:I‘he bill, which builds upon or is modeled after successful efisting . -
rural development programs, would, if enacted, provide another large
part of the financial investment, credit, educational, research, tech-
nical, and institutional resources required to implement the statement
of policy contained in Section 901(a). The airn is to improve the quality
of Efe and the income and job opportunities,that are available in rural
America. ' ' . , '

Titles I and II of the bill establish a complete Non-farm Rural
Dev ment Credit System modeled on the successful -experience
of the institutions of the Farm Credit System and Farmers Home -
Administration. The bill places maximum reliance on the existin
private and governmental rural and national banking system ans
private enterprise. e .

Title I is structured generally along lines of the legislative provisions
.~ for the Federal Land Banks, their local associations, and the Farm
Credit Administration and will like them eventually be fully, owned
and controlled ‘by participating local private banks and borrowers.

+*Title II amends the Consolidated Farmers Home Administration
. Act of 1961 to expand the loan and grant purposes in existing law to
other types of rural development projects. .

Titles I and I place major reliance upon the guarantee, insurance
or discounting by the Rural Development Credit System or by the
Farmers Home Administration of loans made by local banks and other
financial institutions. , .

Title I, II, and III, along with other titles of the bill, provide for
rural location incentives payments designed to encourage, (facilitate,’
and finance, alang with credit expansion, the location in rurdl areas of
invesfments in private industrial and_business enterprises and rural e
community services and facilities and. public works. Incentives are
also provided for required planning and coordinatiop of orderly eco-
nomic development and the protection and enhancement .of the na- .
tural, cultural, and economic environment of Countryside USA by - .
State, district, and local planning bodies. ’

Title IIT authorizes not to exceed. $500 million per year to carry” ~
out a nationwide program of Federal rural community dévelopment > .
- revenue sharing with- States, multijurisdictional substate planning
_and development districts, and local governments—counties and
municipalitieg—in rural areas. These funds, within general standards
provided in the bill, can be used by States, districts, and local govern-
ments as they seelfit to carry out rural development purposes and
projects, including the matching of Federal funds available for such
purposes under ‘other lgws. S .
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Title IV and V expand the purposes, and increase the Federal
funding, for which the Federal government may finance part of the
cost of the successful maultipurpose rural development efforts embodied
in the small watershed (P.1.. 83 566) and résource conservation and
development and gural renewal project programs under Title HI of

the Bunkhoud-Jon(-s Farm Tenant Act, )
Title VI establishes a new progriem of leoml—Stxﬁt(-hmg grants

program, on a 3-vear trinl basis, to improve rural fite protectisn and
suppression built upon the successful, coordinated, cooperative, Fed-y.
eral, State, local, and private forest fire fighting system.

Title VII establishes, for rufal hon-farm and small farm develop- \
ment, the same kind of independent ‘cooperative Federal-State exten-
sion-re~earch-and-edueation system as has proved so suceessful in the
fields of agricutture, home economics, nutrition, and 4-H Clubs.

-Title VILI (1) requires that all assistance under the Act be designed
to increase the national total of jobs, income-®arning opportunities, .
and business, hot to move them from one place or firm to another;

“(2) expands the statytory mission of the Department of Agriculture
_with respect to rural development activities; (3) establishes a nation- <"
wide program of long-term cost sharing contracts with landowners,
occupiers, and operators for environmental protection and enhance-
ment based upon complete conservation plans developed by local
conservation” districts with technical assistance of the Department
of Agriculture; and (4) broudens the purposes of the Rural Environ-
mentnl Assistance Program (REAP, formerly ACP) to include poltu- |
tion control. { ’ .

The (‘ommittee intends that the assistance provided-by the bill
would be in addition, rather than in substitution, for what the local
people can do themselves: Lotal banks would be expected to provide J
much from their own funds and facilities toward this effort to unprove
their cémmunities. Purticipgting banks would be required to purchase
stock in the District Agencies, and fued at least 5 percent of each loan
made by them under Title I, as well a5 continuing to provide funds for

+  development activities which would normally be funded by them.

The termys ‘‘rural development purpose” and “rural development
community project” are broadly defined in the bill, to include :dny
project that will enhance any rural community as a place to live,

Witgl a list of examples being given in each case. Thus paragraph (1)

of each of these definitions'states that the definition includes projects

"that “establish or improve public works or community services or

facilities.” This would make possible loans and grants for such facili-
ties as water or gas transmission, storage, or distribution facilities.
. ;

~

CoMMITTEE (C'ONSIDERATIQN
Hearings . .

Shortly after the beginning of the first session of this Congress, a
new Subcommittee on RuraT Development was appointed.

On April 14 the Senate approved S. Res. 76, nuthorizing supple- -
mental expenditures by the Committee on Agriculture and Forestry
for an inquiry and investigatjon pertaining to rural development.

Almost immediately following the passage of this resolution the

_ Subcommittee launched a series of hearings, held both in Washington,
D.C. and in various parts of the country. Ten days were devoted
to Washington hearings, and seven days to field hearings, during
which time almost 350 individual witnesses were heard.
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Washington hearihgs were held on April 23, and April 29; June 16
and 17; July 23, September 20-24, 1971. Field hearings were held in
Sioux, City, Jowa on May 3, Vermillion, Soutl Dakota on May 4;
Montgomery, Atabama on July 8; Tifton, Georgia on July 9 Still-
water, Oklahoma on September 9; Lincoln, Nebraska on September
10; and Bowling Green, Ohio, on December 14, 1971. These hearin
produced a number of ideas and suggestions in regard to rural deveﬁ?
opment. The hearings have been p{(::i}nted and made available to
interested parties. .

Rural Revenue Sharing ) - '
On April 21, 1971, S. 1612, the Administration’s bill to establish a
revenue sharing program for rural development was introduced and
on April 23, the Subcommittee on Rural Development held its first
hearing on the measure. Three Cabinet officials, Secreturies Connall ,
Romney and Hardin appeared jointly to testify on behalf of the bill.
Additional hearings were held on the measure on April 29, June 1
and 17, and %September .20 in Washington, D.C. Most of the wit-
nesses objecfe( to the provision of S. 1612 which would terminate or
suspend the authorization for Federal expenditures for eleven existing
programs. N
On October 15, 1971, an amendment (Amendment No. 470) in
the nature of a substitute to S. 1612 was introduced. It retains many -
of the-features of S. 1612, but it differed by leaving intact all of the
eleven existing Federal programs. In addition, it authorized appro-
priation of $500 million annually for rural development revenue
-sHaring to be allocate® to the 50 States, with required pass-throughs
to State-established multi-jurisdictional planning and development
districts and to local governments. With some further modification,

this substitute was adopted by the Committee and now appears as
title ITI of the bill, ’ :

Rural Development Credit and Investment System ‘ é

S. 2223 was introduced on July 7, 1971. This bill (1) amengded the
Consolidated Farmers Home Administration Act of 1971; and (2)
provided for the establishment of a comprehensive rural develop-
ment credit and investment system totally separate from, but similar

-in operation to, the Farm Credit Administration. _

On June 8, 1971, an amendment (Amendment No. 153) to S. 1483
(The Farm Credit Act of 1971) was introduced to establish within .
the Farm Credit System, a Rural Community Development Bank. .
This proposal basically embraced the recommendations of President,
Nixon’s Task Force on Rural Development. In recognition of the
need for additional financial muscle in rural areas to stop and teverse
the on-going trend of outmigration, the Task Force stated in its
final report, ‘‘The Task Force recommends a new credit institution to
provide rural areas with greater access to private capital. This in-
stitution—to be named the Rural Development Credit%ankmshould

be structured in law as a wholly r}ew title in an amendment to the
Farm Credit Act.” x ‘ :

The Subcommittee on/Rural Development held extensive hearings
.on both measures and on October 28, 1971, the Subcommittee ordered
S. 2223 with amendments reported to the full ' Committee in the form
- set out«in the Committee Print of October 22, 1971.
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. The full Committee began executive consideration of the rural
development,proposals that were before it on November 2, 1971, and
ordered the bill reported on March 21, 1972. Nine executive sessions
were held on this legislation: )

Committee consideration involved, in addition to the bills reported
by the Rural Development Subcommittee, (1) question of an“appro-
priate definition of rural areas; (2) the provisions of S. 281 to expand

- and strengthen the small watersheds (Public Law 566) program and

Resource Conservation and Development projects operated under
Title III of the Bankhead-Jones Farm Tenant Act; (3) the provisions
of S. 69, S. 963, and S. 3278 to establish grants-in-aid and to strengthen
rural fire protection activities; (4) proposal to expand the scope of
the cooperative Federal-State extension service, research, and trainin,
programs to give added specific emphasis to rural development an
the-problems of small farms; and (5) the major provisions of HR.
12981, the Rural Development Act of 1972, as passed by the House
of Representatives. :

Tue Neep ror RURAL DEVELOPMENT . ~

But the Growing Point of American life is scarcely to be
found in the small town today. Latterly, the important lines
of growth have been elsewhere. It is partly that all the small
units in American life are having t6 wage a losing fight—not
only the 'small town but the small farm, the small business

“ firm, the small college, even the neighborhood within the
big city. Somewhere between the turn of the century and the
New Deal the small town felt the withering touch of the
Great Artifact that we call American society, and in the
quarter century between 1930 and 1955 the decisive turn was
_made, away from small-town life. The currents of American
energy moved around and beyond the small towns, leaving
them isolated, demoralized, with their young people leaving
them behind like abandoned ghost towns * * *

% * * If the small town is wholly sacrificed there will be
sacrificed along with it some continuity- of face-to-face
relations, an awareness of identity, a striving to be part of -
a compassable whole, a sense of counting for something and
being recognizéd as a person and not a cipher.——Max
LERNER in “America as a Civilization”.

Following the Fiots in Detroit a few years ago, the business com~
munity of that city formed an organization that created 50,000 new
jobs for the poor. It was an enormous community effort. And when it
was done, Detroit learned that its unemployment rate was slightly

‘higher than it had been before the jobs had been created. The word

had gone out on the migration grape vine that there were jobs 1n
Detroit for rural people who wanted to work.

Governor Bruce King of New Mexico reports that each time Albu-
querque (glets a new industry, the city’s jogless rate inches up just a
little, and the population of thé New Mexico countryside declines
proportionately.

efore the 1920s, Metcalf, Georgia, was a proud and prosperous
little town. The streets were lighted with kerosene post lamps. Farmers
used to come in on Saturdays to sell their cotton and produce, and
there was enough commerce to support two banks.
e
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. Metcalf was more than.a town. Tt was a athering place where peo-
. ~jle could sit around tables in the saloon, tell stories, hear the news and
“watch curiously ag occasional blobs of spit sizeled down the side of
. the iron stove. : T N
. Truman Holland remembers it. He says it was a hell , how are
Yau” kind of place. Mr. Holland ran oné of the banks. But/he doesn’t
live in Metmlf anymore. Few people do. There’s just a timble-down
I store there today.with a little sign stuck in the screen door that
‘ ~says, “We accept food stamps.” .

Metenlf is dead. . '

Before dawn each .day, a farmer in the panhandle of Oklahoma
packs his voung daiighter into-a pickup truck and drives her. eight
miles to the schoel bus stop. She waits for & while in the morning chill
for a bus that takes her on a two-hour trip to clags. Each night she
returns just in time for supper. Her father says, “I don’t know what
to do. It isn’t fair to her. Maybe I'll have to move to town.”

The sohg asks, “Where have all the young men gone. . . .”

7 Some went to war,and never -came back to their small town homes.
. Others returned to the countryside ex recting a better life than they
had left. Often they were disappointml .
A lot of the voung men went to Chicago'and Détroit and New York.
--Many“took skills and energy with them. Many didn’t. A lot of them'
_were able ‘to adjust to'the. new pressures of big .city living. Many
could not. . o ’ . '

Thirty million Americans have'left the fafms and the small towns,
since the beginning of World War 11, for the promise of city living,
draming the countryside of ity promise. Though it has slackened, the
mifrntion continues at ‘a fate of about 600,000 people a year.

n 1960 the Department of Agriculture .douri_v predicted that by
1980, this nation would only have 2.6 million farmers rémaining on the
€  land. It's only 1972 and there are only 2.9 million left. - °
 And somehow those wonderful conveniences of the big cities—the
ready-at-the-tap potable water; plenty of natural gas and electricity ;
garbage pickups; sewage. dispossl; police and fire departments—
somehow these systerns seem to be fraying at the edges. Things don’t
quite work anymore. Not like they used to. -

Seventv percent of our people now live on two percent ¢f the land,
ressed into Balkan corridors aleng the seacoasts and ‘the Great
.{,akes.‘()ne of thesé .concentrations, Southern California, is already
being called a water deficit area. ‘

Dimly, those who live in and around the major cities and the
people left behind in the countryside, are beginning to perceive that

- something is wrong. Nobody plun{lod it that way, and maybe that’s
the trouble. :

Fun City isn’t laughing ahymore. And Main Street is covered with
the dust of faded memories and the cobwebs of national neglect.

- Former Governor Edward Breathitt of Kentucky says: )

. Through a complete lack of any governmental policy, we
, have permitted rural America to deteriorate like a rustin
hand plow languishing in a fallen dowr barn, while the social
+ and edonomic problems once scattered across the thousards
of square miles of our great Jand have become compacted into N
urban ghettos where they have become both more evident
and more volatile. .
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At some time, not long after the turn of the century, our population
may have increased by as much as 100 million. Mest of them will be
born in the metropolitan regions that now labor under the strain of
too many people. They will be born into cities without adequate
electric power to heat their bottle warmers. They will be born in look
alike subdivisions in look alike houses in suburbia where even enorm--
ous property taxes are inadequate to build classrooms fust enough.
They will be born at the edges of beltways, expressways, freeways,
throughways and circumferential highways, and when they look to
the sky it will not be blue. Their eyes will be filled with a noxious, .
nitrous substance whose trade fame is “Progress.”

It seems unlikely that the chamber of commerce will Tead "off its

- annual report anymore with the proud declaration of how many
additional people there are in town.

What then? ‘

Some say, “Build new cities.” And a few new cities have been built, -
with names like -Reston and Columbia. But to house all .of the new
babies it would require construction of & new city of 10,000 people
every day for the next 30 years. It would mean thousands of new
sewer systems built from scratch; thousands of new police depart-
ments; thousands of new street pland; thousands of new school systems
There are no bounds to the economic and social costs of such a proposal
taken alone as a national policy. .

But in rural America, thousands of sinall, viable towns already
exist with the root systems of community facilities that already func- *
tion. These small towns are political and econonne beginnings that can.
be built' upon--not to.create new “siurbs” and mounds of rabbit
warren urban decay—they are a foundation on which can be construct-
ed a new rural society that will provide jobs and services for those
already living there, and for those who would return, if they could, to
their personal beginnings in the countryside. ,

It would be foolhardy to propose a national policy of “back to the
farm.” But a sensible policy of balanced national_growth that would
keep rural America strong and tiniquely rural, while making better use
of the land for all the people, is something that can be put together. It
makes sense that it be implemented. * d '

Although J. Truman Holland does not live in Metcalf snymore, he
does live in Thomasville, just a few miles down the road. Thornasville
is alive and healthy. Tt has its probldms and needs. But Thomasville
supports a daily paper, a small mobile home industry, a farmers
market and & community willingness to succeed.

Thomasville will be all right, with & little help, and there are hun-
dreds of Thomasvilles all actess the face of this land.

Dr. Peter Goldmark is a scientist who holds more than 100 patents.
He is best know for development of the long playing record and-the
communication system between earth and the astronauts. .

But Dr. Goldmark is concerned about the vast amounts of the
nation’s energy resources that huge cities use up. He is concerned about
the effects of the stresses that the morning rush hour puts on people.
Dr. Goldmark is a futurist, and he sees a new future for America in
the careful development of rural America. .

President®Nixon has said that it will never be his policy to force the y
distribution of people to places they do not want to live. But the Presi- -
dent has also called for balanced national growth. ‘
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- Title IX of the 1970 Farm bill recognizes that government can
influence directly where people will live by where it puts Federal
facilities and installations, Hun tsville, Alubuina, was a gmall country
town before the Redstone Amsennl was located there. Now it is & major
-city. The Tennessee Vulloy wus once  severe pocket of poverty, where
melaria and gross unemployvment were endemie. Since the establish-
ment of TVA, the valley is one of the nation’s henlthiest growth areas.
The vast development of Southern Californin was possible because
water was made available, :

Bacon County, Georgia, wus once a quiet backwater, out of the
~ mainstream flow of the Interstate highways. After the county became
the first rural Model Clities nren, 500 new jobs were created there: 429
of them in the private sector. :

Even though there are important signs that rural America is making
a significant comoback, there are gtil many problems, as reported in
1971 by’ Calvin L. Beale of the Economie i{esenrch Service of the
U.S. Department of Agriculture: : ’

The heavy decline of farm people has masked from public
notice the rapid growth of the nonfarm segment of the rural
and small city pepulation.

Because of its long and rapid decline, the farm population

" now numbers less than 10 million, compared with 30 million
30 years ago. Most of its potential loss has now occurred. Itis
simply impossible for future outmigration from farms to
approach the losses of the recent pagt. Thus, if nonmetro
areas can continue to maintain the conditions that retdined
and attractéd nonfarm people in the 1960’s the overall non-
metro populaiion growth will converge further toward the
national average as the influence of farm losses diminishes.

If we'look at counties by degree of rurality, we find that
the completely rural counties of the Unite States had a
small overall loss of people, and that county population rates
varied directly with proportion of urban population. -

But as un]iiely 83 1t may seem at first glance, the growth
rate of nonagricultural jobs was asctually higher in rural ,
counties than in“the urban group during the 1960s, und the"
highest of all in the completely rural group--a pattern ju
opposite of that of population growth. Rural counties had a
growth of 43 percent in nonagricultural wage and salary jobs
covered by the OASI system from 1959 to 1969.

This high rural job growth failed to bring much population
growth for two reasons. First, the more rural a county, the
smaller the proportion of the lnbor force working in nonagri-
cultural wage and salary jobs tends to be. Thus the recent
nonfarm job “kains in mw{] counties start from a low base
and have been readily offset by declines in farm work.
Secondly, many jobs newly taken by rural residents have
been gomg to women, who were previously underrepresented
in the rughl labor force. These jobs have raised the incomes
of nrany rural households, but jobs for women do not serve
to increase the number of families in an area 88 increased
jobs for men do. . .

-~
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* * * Perhaps the main attraction that people believe
they see in smaller-scale communities is 4 superior environ-
ment in which to raise children. People also seem to be of
the opinion that there is less stress and tension in smaller
towns and rural areas. These 'perceived virtues are,not .
. likely to retard the outmovement to urban areas of small
tewn and rural youth sbeking an education, a job career, or
exposure to the urban scene. But they do attract many people

‘at almost any later stage in life.

Few people view small towns and rural areas as offering
much economic opportunity for young people, as compared
with cities. Although I have stressed that nonmetro employ-

- ment opportunities have improved, nonmetro income levels
continue to be much below those of metro areas. Nonmetro
families averaged less than 80 percent as much income in
1968 as metro families, a difference of$2,000. Indeed, I think
it can be said that modern civilizafion in general has not yet.
succeeded in making average small town and rural incomes
the equal of those in the cities. '

Mr. Beale tells us that employment is picking up in rural America,
but there remains & high level of underemployment in the countryside,
where slightly mnore than one-third of the American people live.

Rural America has about half of the nation’s poverty; 60 percent of
the substandard housing; hundreds of towns are without adequate
water and sewer systems; solid waste disposal is a burgeoning rural
problem; in many rural areas there is a lack of credit for housing,
venture capital and even public facilities. :

In terms of Federal spending, the disparities continue to grow. When
total Federal outlays ure divided by the numiber of persons living in -
metropolitan and nonmetropolitan counties, the nonmetro counties
get less than the metro areas. The difference is 17 percent, or $680 per
capita for the nonmetro counties as opposed to.$779 in the metro
areas. - . -

Furthermore:
57 percent of the Federal outlays in fiscal 1970 went to the

most urban counties. 1(/\ , .

Only 3.3 percent went/to sparsely settled rural areas with no
urban population. '
Federal outlays per person were highest in the.semi-isolated

urban counties—$835. : .

Ieast favored were the densely settled rural counties—$449 per

person. . .

Rural America is both separate und unequal. ‘ A
The people of rural America have been denied the quality of life
which- metropolitan residents have come to accept as their right.

This inequality is not fair to those who continue to live in the
countryside. To continue the status quo is unwise if the nation is to
seek a truly balanced social and economic growth.

The Rural Develapmient Act of 1972 is not a simplistic effort to get
a better return of tax dollars to rural America, it is not part of ascheme
to detract from the major cities. The cities are alrexdy being debilitated
by the new American exodus of people and treasure to the suburbs.

£
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This legislathn is o second step to bring some planning and sanity N
to national growtl patterns that will provide Americans with a freedom
‘of residence—a choice of where they may live and work: a choicei&xi('h.
they do not presently have. The first step in this diréction was the
enactment of Title IX of the Agricu]tum{ Act of 1970. The journey
to the goal of directed, planned and balanced national growth is a

long one. Kven the longest journey myst begin with a single step. That -

ht}s been taken. It is time ta take another.

RuraL DevELOPMENT CREDIT ANDJINVES’I‘MEN’I‘

A Total Approach "

The two titles of the Rural Developinent Act of 1972 deal with
first thin®s first—the urgent need for expanded credit and investment
in rural America fog all purpeses. |

Obviously, the first steps toward meaningful rural development
must be nimed toward strengthening the economic position-of farmers,
and the Administration reports that the requirernents for farin credit
are expected to double in the next several years. Title T of the pro-
posed legislation takes a broad spectrum approach toward making
this credit available, in an effort to make family farming something

.

.- more'realistic than a political cateh phrase.

ERIC
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But small town residents have significant credit and investment-
prohlems too. These are seen to in botts title I and title 11 of the bill.

Together, title I and title 11 represent a total gpproach to solving
the problems ‘which rural people Luve in obtaining credit, and both
titles go a long way toward encouraging investment in the American
countryside—the forgotten frontier. This approach to rural non-farm
development credjt needs is modeled upon and parallels the suecessful
approack provided by Farm Credit Administration and Farmers
Home Adnrinistration in meeting rural farm credit needs-—the former,
a borrower-owned hard credit private bayuking structure; the latter,
& governmental credit source of last resort. -

In Agriculture . ’ )

In the old days of 40 acres and a mule, American agriculture
operated on.revolving credit, built around the crop cycle. But now the
mule has all but disappeared and the 40 acres that was once an
efficient farmstead & more Jikely 450-acres. ,

Animal and hyng labor havé been replaced by combines, tractors
and a mytiad of specialized kinds of farm operating equipment now
considered essential if a farmer is to produce the most his land will
give at the lowest cost. . .

As a result of these changes jn agriculture, the need for furm credit
has increased ewnormously. In addition, the higher start up costs of
getting into agriculture in' the first place keep many young people
out of a farming career unless they are fortunate enough to inherit
an equipped farm.

-The inability of both prospective farmers, and those who have
toiled in the ﬁe?’ds for years, to get credit when they needed it has been
a cansiderable factor 1n the decreasing number of those who farm.

Certainly the Farm Credit System has taken up much of the slack.
But the “credit of last resort’” or “‘soft credit’”’ provided by the Farmers

i1
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Home Administration needs strengtheping. Higher costs of machinery
and other operating materials have mude the existing operating loan
» limit of the Farmers Home Administration unrealistic. ,

At present, these loans are direct loans, with the money coming
out of the Trexsury. This legislation proposes that these loans becorne
insured louns instedd, so that the amount of money available under this

yrogram cun be expanded considerybly. In addition it would raise the
Ioun fimit from $35,000 to $50,000. The legislation would also give
special help to young people who wish po get started in farming or in,
some other enterprise. , : . N .

The Firmers Home Administragion has reported that half of those .
who, fof one reason or another, are -unable to get this soft credit
eventually leave furming. . .

If u system of family owned and- operated ngriculture 1s what
America deems to be desirable, as opposed to national domination by
a few large conglomerate entities, then this credit of Iast resort must

_be strengthened and’ made viable. - '

“ Nonfarm Rural Credit .

Becnuse of the unique circumstances by which the financial
system works in rural America, it is clear that rural funds' tend not to
rovolve within rural communities, but instead, they flow largely into
the largest population centers. They flow into bond markets, stock
minrkets, insurance companies, corporate bank accounts and trust
funds —nll of which ure uniquely metropolitan.

There is some flow of urban:dollars into rural areas, but the amount *
is not 50 great, becawseszural nreas aré not maintaining and using their
funds locally. S - -

Small town banks are limited by small reserves from making lurge
Joans, and the requirements of reégulations under which they operate
force them to lonn money' for.short periods of time to phose who
represent no risks whatsoever. Oftenr small bank reserves are invested

_in government bonds instead of being loaned out, on®e again heighten-
ing the flow of rural money to metropolitan centers. -

There are nearly 14,000 banks in_ this country. Of this number, °°

5,000 have less than $5 million each in deposits, considered by many -

to be the minimum economicnl size for a bank. Nearly ali of thése

+_smaller banks are located in rural places: Even though many focal
_ “wufal development efforts are led by bankers, inherently, these bankers
now have only limited means at their disposal to accomplish what they
wish interms of economic development. v

This Inck of investment power by banks, and the lack of venture
capital by rural entrepreneurs is a crucinl flaw, because research has
shown that programs of the Federul government designed to fssist
business investment appear tq have the greatest impact geographically
by inducing additional. economic nctivity” Yet there ure no Federal
credit programs that provide a line of credit for u broad runge of nen-
farm rural community and bugsiness needs. o

Many small communities are prevented from doing thosé things which -
attract economic development because they do not need enough money.
Few bond houses will handle issues of less than $500,000. The same

® situation exists with stock issues.‘As a result, nonrevenue producing
services are completely neglected by rural communities, and even
credit for self-liquidating, or partially self-liquidating activities, such

as, water and sewer, lines, is hard to come by. - Poe
o Vo o ‘ Lot
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Uhless more credif is made available for projegts which can pay
at least a part of their own way, small towns’ will never be able to
use loqa! tax dollers for those things which improve the quality of
rural Tife; make communities attractive for commercial expansion;
and are part of the American way of:living which mést non-rural
residents take for granted.. = S N

It is estimated that the cost of all anticipated rural water and
sewer needs is more than $13 billion.' *: : .

A study of the availability of credit in Kentucky revealed:

. . * /

Althotigh borrowerseeem to haveaccesStoa great number of
. sources, credit funds-for economijc development eppéar to be
i relatively scarce. There are alternative sources of credit for B
gpecial kinds of lending, such as housing and farming. Busi- *
ness and commercial needs, "especially for development,
"however, have few alternatives to commercial bank credit.

" In g report by Iowa State University or The Impact of ‘Pppul;ﬁidn'
'Cl;mnge on Rural Community Life, it was reported that approximately
:30 percent of those interviewed in Greene County, Iowa, identified
theé lack of credit and loan services as a major problem.

-~ The 'National Advisory Commission on Food and Fiber said:

Evén though agricultural capital may be generally ade-
fa,reas, the nonagricultural capital available is
generally inadequate. Such beneficial plicies as preferential
reserve requirements for country banks under the Federal
'Reserve System, the Sm4ll Business Administration and the -
.~ Area Redevelo,gment Administration have been helpful—but
.; they*have not been enough.

- 0 . N ) >
TiTLE [>—RuraL DEVELoP;\glENT AND FimnanciaL REesources Acrt
OF 1972

.o ' ° SHORT EXPLANATION OF TITLE I

e

"This title ‘provides for the establishment of a borrower-owned
rural ;non-fgrm development: credit banking system similar to the
Farm® Credit System. ’ -

The new system would be called the Rural Development Credit
System, and would consist of—

(1) a Federal Rural Developméht Credit Board (referred to as ' =

“Federal Board”), which would establish general policy for the system.
(Subtitle B—sections 201 and ‘202); : i
(2) a Federal Rural Development Credit Agency' (referred to as
‘Federal Agency”), an independent agency in the executive branch,
headed by an Executive Director, which would exercise general super-
vision over the system (except the Federal Rural Development Invest-
ment Incentives Administration) (section 308}, finance rural devel-
opment projects, (sectionidN309, 312, 313), and provide technical -
assistance in developmental ing. The- Secret of Agriculture
is authorizet to insure financial assistance extende by. the Federal
Agency (section 314) (Subtitle G—sections 301-315); :
(3) Ten Regional Rural Development Banks (referred to as “Re
gional Bzmks”%1 which would be Federally chartered instrumentalities
of the United éta.tes;w'would raise funds through the sale of stock to

18"
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the United gtntes, District Agencies, Participants, Cooperators, other
fural finahcial institutions, and borrowers and through the sale of
debentures; and would extend financial assistance for rural develqp-
.ment purposes directly or threugh District Agencies, Participants,
cooperators, or other financial institutions. (Subtitle D —sections
401-426); , L . T _

(4) District )Rural Development C'redit Agencies (reférred to as
“District Agencies’’). These would be financial subsidiartes of multi-
jurisdietional .planning and development districts applying for and
receiving charters as instrumentalities of ‘the United States. They
would raise funds through the sgle-of stock to the United States,
borrowers, persons eligible to borrow, Participants, cooperators, and
investors; and would extend financial, assistance for, rural develop-~

ment purposessand-other rejuirements_either directly or through
Participants and- cooperators (Subtitle E—sections 501-507);

(5) gartici ating ‘Rural Development Financial Institutions (re-
ferred to as “‘Participants’) and cooperators. Any finaficial mstitution
or unit of local general government could (1) ypon application be
designatgd a Participant, ot (2). qualifys as a Cooperator by partigi~- "
pating in 8 loan for a egional Bank or District Agency and purchasing
nonvoting stock equal to one percent of the loan. Participants and
cooperators could obtain and extend financial assistance from and for
District Agencies_and Regional Banks; but only a Participant could
purchase voting stock (Subtitle F—sections 601-609) ; and

(6) a Federal Rural Development Investment Incentives Admin-
istration established and supervised by the Federal Board and headed
bv an Administrator, appointed and serving by and at the pleasure ~
o? the Federal Board and the President. It would provide interest
supplements angd capital augmentation grants to assist rural devel-
opment. (Subtitle G—sections 701-707). . :

!

GENERAL STATEMENT ’ n

A. General Purpose.—This title provides for a permanent system of
rural development credit banks and related financial institutions and
services—modeled after the Farm Credit System, but separate
therefrom—to support the existing private rural banking system in
meeting the credit needs of both rural communities and rura‘ private
business enterpmses. This system would utilize the nation’s existing
network of commercial banks, and would eventually become a wholly
independent credit system‘Q owned by borrowers and local banks,
other financial institutions¥ and units of local government without
reliance upon Congressional appropriations for loan fll‘%()l‘ operating

expenses. _

x%‘ Federal Rural Development Credit Board.—This Board, would
establish the general Yolicy for the entire Federal Rural Development
Credit System and all its institutions in ‘carrying out the provisions
of this Act. The Board would be composed of 15 appointed and 4
ex-officio members. Appointed members would be’ apﬁ%inted by the
President, by gnd with the advice and consent of the Senate. Ex-officio
members would include the representative of the Seeretary of Agri-
culture serving on the Farm Credit Board; the Governor of the Farm
Credit Administration; the Executive Director of the Federal Rural
Development Credit Agency; and the Administrator of the Federal

14
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Rural Development Ifivestment Incentives Administration. Twelve of

-the 15 members of the Board must be legal residents .of rural areas,

and all . members of the'Board would be appointed for six-year terms

.with the exception of the first appointees.

h
*Developy

v

= C. Fynancing the New ('redit and I nvestment Incentive System would
be accgmplished through an a propriation by Conghress of not to
exceed B200 million annually }’or 10 years for the-Federal Rural
ent Credit Agency to purthase stock of Regional Rural
Developipent Banks, all of “which would eventually be retired and
¥epaid toithe Federal Treasury. Stock, debentures, and bonds would
be sold in regjonal and central, money markets by such banks, and by
-the Federal” Rural- Developmeént Credit Agency on behalf of such

. banks. Not-to exceed $100 million annially would be authorized to be

<

appropriated by Congres¥ for the Federal Ryral Dévelopment Invest-
ment Incentives Administration to make payments *to- encourage
expansion of ‘private enterprises Jnto rural areas and to prqvide
financial assistgnce to rublic badies in carrying out rural development
projects. This financial assistance could be made either in the form of
an mterest supplement or a capital grant. Only public and nonprofit
entities would be eligible for the capital grants. I{)ut both private and
public entities would be eligible for interest supplements.

D. The Organizational Structure of the New System, under policy
control of the Board, would include a Federal Rural Development
Credit Agency, Readed by an Execntive Director appoigted by the
Federal Rural Development Credit Board with the advice and consent
of the Senate. "Tén f{ogionul Rural Development Banks would be
established to serve all regions of the nation. These banks would
providé credit assistance reguired for rural* development purposes
within each region; supervise rural multijurisdictional District Rural
Development Credit, Agencies and participating local financial in-
stitutions; and issue loan guarantees, debentures, bonds and other
obligations to gather funds from*central fnoney markets to he made
available in rural areas for community development projects and
enterprises. Each of these banks wonld be governed by its own Board
of Directors—<but would be required to operate within tle policy of
the Federal Board and under supervision of the’ Federal Agency. Each
Bank would have a Pregident, selected by its own Board to serve as
chief executive officer. 3

District Rural Develofment Credit Agencies could be established
under the system, as financial subsidiaries of any multijurisdictional,
areawide, general purposc&plunning and development district estab-
“lished by States to serve rural areas. These District financial agencies
would own capital stock of and obtain financial assistggee {rom the
Regional Banks. These District agencies would, in tyrn, Provide guar-
anties, insurance, or discounting for loans made by participating local
financial institutions. Local banks and other financial institutions
and units of general government in rural sreas could apply for .and

. become (ualified to act ax participants in the Rural Development

Credit System, and would thus become the local point at which poten-
tial borrowers would submit applications. , . :
In addition to the system 08 credit agencies established by this bill,
8 Federal Rural Development Investment Incentives-Administration
would be created under the direct control and supervision of the
Fedgral Rural Development Credit Board, but would be operated

t
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independently of the Federal Rural Credit Agency and its related
institutions. An Administrator would be appointed by the Federal
Boartl to serve as the chiefl executive officer of the Investinent Incen-
tives Administration. The functien of the Adininistration would be to
administer the rural loeation incentives program of interest supple-
ments and capital grants. Eligibility for rural location incentives would
. be in accordance with strict ¢riteria v;tublished in the bill. Provision
for, this investment incentives program is in .recognition of the na-
tionally established policy projpaigated by Congress t8 foster a more
balanced national distributionﬁo yulation and économic growth in
the United States us cited in TS )g of the 1970 Agricultural Act and
Title VII of the 1970 Housing and Urban Development Act.~ E
s * E. Loan Purposes.—Guabantees, insurance, or rediscounting of local
Vank loans could be oBained through this fitw credit yystem for rural
development purposes, as long as sueh purpeose sontribute to balanced
national growth policy or the enhancement :}‘jruml cominunities or
rural areas as a place to live and muake a living. These are the same rural
development purposes listed by the President in his 1971 and 1972
Rural Community Development messages to Congress. -
Eligible borrowers unier this new credif system would include
individual persons, partnerships, corporations, éol)wn.tivo.s unable to
obtain nee(kgd funds from the Banks for (‘ooperatives under the Farm -
('redit System, publie and quasi-public bodies and their mstrumen-
talities and nonprofit private associations. However, loang -are
restricted to borrowers who cannet obtain eredit elsewhere. Borrowers
woukd be required to pufchase capital stock in the credit system, as a
conilition of loan approval, ih an amount equal to not less than's
percefit, and not more than 11 percent of the loan amount applied
for. Loan applicants must demonstrate that the project or enterprise
for which the loan funds will be utilized will prinmriij}opomte within

a rural area snd benefit rural residents. Applicants aljo must demon-
strate that the project to be financed withoan funds gecured from the
system will not result in the geographic transfep-of displacement of
employment opportunities or business activitigdlsewhere in the aren, -
in another area, of u competing firm, brun¢h plagt or eontractor or
subcontractor of either, or in the creation of addeq eapucity in any
industry already suffering from excess-capdeity. The applicant’s loan
application also must have the endorsement of the fmultijurisdietional
governmental planning and development district,. if any. certifying
that the proposed project is not inconsistent with the current compre- .
" hensive development plan for the district where located. -
Neither the Titte I or Title IT eredit programs would be duplieative
or competitive with the rural housing. banks for cooperatives, and
other programs available under the Farm Credit Act of 1971 or with -
. the credit available from the private banking system of the Nation.
A cooperative would be expected to make full use of the assistance
available from the banks for epoperatives and to depend apon the
Rural Development Credit Sygfem or the Department of Acriculture
only for that part of its finan
for cooperatives.
The Committee intends that Rural Development Credit System
will utilize to the fullest extent possible the credit nnd grant resources
of other Departments and Agencies of the Federal and State govern-
ments and the financing and services of private banks and other

ig that it cannot obtain from the banks
- .

Q : ' )
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financial institutions, and to strengthen them, through reliance upon
guaranteed loaus, insured mortgages, or discounting of loans made by
them. Institutions of the Rural Development (gredit System are
autherifed to participate with other credit agencies in making loans
to eligible borrowers, : '

F. Loan Terms, Conditions and Security Requirements. Terms and
conditions of financial assistance extended by this new credit system
would be established by the appropriate Regional Rural Development
Credit Bank or District Agency subject to the rules arid regulations
of the Federal Rural Development Credit Agency and the policies
of the Federal Rural Development Credit Board. Such “te and
conditions, may vary depending on the rural development purpose
intended. The amount of security required to assure payment of

rincipal and interest *would be determined by the District Rural

Development Credit Agency. *

G. (’ redit Insura,nce.——()[})’]igations of the new credit system could
be .insured by the U.S. Secretary of Agriculture, who could, also,
_ingure or- guaranice repayment of financial assistance extended by
the system. Five=milton-dollars is authorized to be appropriated as
initial capital for a revolving fund to be used to provide such Insurance.

the premiumpgcharged for such insurance would be deposited in
the fund. Such insurance by the Secretary of Agriculture would carry
the full faith and credit of the United States.

H. Financial Supervision, Examinations and Audits @the new credit
system would be performed by the Farm Credit Administration, on a
reimbursable basis, and by the General Accounting Office. .

. Tax Status. —The Regional Rural Development Banks and their
" related agencies shall be subject to Federal, State and local taxeg, both
as relates to property and income from any obligations purchased, .
except for periods when the United States owns capital stock in the
institution upon’which a spécial Federal franchise tax must be paid by
the institutifn, .

J. Purcfase,” Sale’ and Liability of Obligations.—Each Regional
Rural Development Credit Bank may purchase its own obligations
and the obligations .~ any other such bank and may provide for the
sale of obligations issued by it or issued jointly by it with one or more
other regional banks. The Federal Rumi] Development Credit Agency
woilld estublish a sales agency to be used for the purchase and sale of
these obligations. Long term obligations of the Regional Banks would
be limited to twenty times the capital and surplus of all the Regional
Ranks. Each Regional Bank would be liable on its own obligations and

for interest payments on joint obligations of other Regional Banks.

" K. Interest Rates on Financial Assistance provided by this credit -

" systeth would reflect.the cost of money in the central money markets
of the Nation plus losses, operating expenses, and the cost of loan

processing and servicipg. - -

L. Loan Application Process.-—After a determination has been made
that an applicant has been unable, within a reasonable time, to obtain
needed financial assistance fromh other private or public sources at
rates and conditions required.to contribute to the purposes of the Act,
the applicant would submit his lean application directl to a local

articipating member of the new credit system, such as a loeal private
gank or other financial institution or a local unit of government, If a
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local financial institution or government unit is not available to make
the loan to the, potential borrower, the borrower may go directly to
the nearest District Rural Development Credit Afency, or if need be,
directly to the Regional Rural Development Credit Bank serving-the

ares. ' .

When the local private bank or other financigl institution or local
pnrticiput'u;% unit of government receives a rural development loan
application from & potential borrower, the institution may make the
loan out of its own funds, or it may take one of the following courses:

" (a) Make the loan and obtain a guarantee of repayment of

intereét and principal from the District Agency; or -

(b) Obtain morligage insurahce thereon Z'om' the District-
Agengy; or .

(c) Finance part of the loan and ask the District Agency in
cooperation with other credit ‘sources (public or private) to
finance the rest on a participation basis; or )

(d) Mpke the loan with an understanding that the District

A Agency will purchase the obligation paper involved; or

. (e) {/Iake the loan and discount it with the District Agency.

In any event, two th'm% would be required in all cases where the

financial assistance of the District Agency would be required : .
- First, the participant (the participating local financial institution
®r lotal unit of government) would be required to endorse the note
. and assume part of the risk;

Second, in every case where District Agency financial assistance was’
expected to be called upon, review and approval of the obligation in
accordance with standards of the District Agency and with the
district development plan would be required. . .

Losans' or other financial assistance which thé District Agency
could not provide from its own resources would in turn be sold to,
discounted or rediscounted with, or guaranteed or insured by, the
Regional Rural Development Credit Bank. .

'he Regional RuraH Development Credit Banks, using their
accounts receivable along with capital, reserves and surplus, as col-
lateral, would individually, or jeintly with one or more other Regional
Banks, sell debentures, bonds, or other obligations on the central and
regional money markets of the Nation to obtain funds to use in
making finahcial assistance available\ to borrowers through the
District Rural Development Credit Agencies and the Participating
Local Financial Institutions. - -

2
>

s - SECTION-BY-SECTION EXPLANATION.

Sec. 101. Title and Findings and Purpose ‘
This section makes findings with respect to the importance of farm-
ing and forestrf’r and the needl for improved community facilities
and better employment opportunities. It is the purpose of this title
e _ _to-provide for the financing of these facilities and job opportunities.
) QA'ftural Development” Banking System is needed to provide this
financing. ‘ ’

3
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SUBTITLE A—FINDINGS, PURPOSES, AND DEFINITIONS B
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Sec. 102. Deﬁnitiohs

This gection defines “Rural Development (redit System,”” “rural
area,” “rural development purpose,” ‘“local general government,”’
“Regional Bank,” “region,” “Il“mloml Board,” “District Ageney,”
“Participant,” “Federal Ageney,” “Executive Director,” “and finnn~
cial . assistance.” . .

The term “rural area” is defined as all territory that is not within
the outer boundury of any city having a population of 50,000 or more
and adjacent territory that is not within a suburban area having g,
‘pqrulntion density of more than one hundred persons per squara,
mile. ‘ ’
In applying this definition, the Secretary of “Agriculture will use

data from the lutest decenninl census of the United States.

The term “rural development purpose” means any public or privateé
project that will contribute to a balanced national growth policy and

to the enhancement of any rural area as a place to live. The term

specifically ineludes, but is not limited to,” twelve kinds of projects

which are listed. v

The Rurai Development (‘redit System consists of the follow ing—

(1) A supervisory Fedetal Ageney whose chief executive officer is
called the Executive Director, and whose policy-making board is~.
called the Federal Board; '

(2) a Federal ‘Rural Development Investment Incentives Admin-

. istration to provide subsidies for rural developmeént purposes; and

(3) the foliowing institutions which will make loans for rural develop-
ment purposes: e ' :

(n) Participants (also krniown as Purticipating Rural Development .

Financial Institutions) =Any loeal bank or other finuneial institution -

or any unit of Jocul government, which is designated a participant

under Subtitle F; -

(b) District Agencies—Any financial ageney of u multi-j u,risAictional,
planning and devolokment district of n State designated by the appro-
priate. Regional Bank under Subtitle E, - .

(¢) Ten Regional Banks established in Subtitle I).

. SUBTITLE B.—FEDERAL RURAL DEVELOPMENT OREDIT BOARD

Sec. 201. The Féderal Rural Development ('reidt Boards Organization
: and Compensation

(a) This section creates n Federal Ruiral Development Credit
Board of 19 members. Fifteenamembers, eanch from a (lif{eront state,
waquld be appointed by the President with-the advice angl consent of
the Senate. Not more than eight members-can be from the same polit-
ical pdrty. In muking appeintments the President will attempt to
provide fair representation of different geographic’regions and eeo-
nomic ifitérests. In addition, the representative of the Secretary of
Agriculture on the Farm Credit Board, the Governor of the Farm
Credit Administration, the Executive Director of the Federal Agencey, .
and the Administrator of Federal Rural Development Investment
Tncentives Administration would be ex officio members.

¢+ __(b) All members of the Federal Board would be citizens of the
United States and not less than 12 appointed members wquld be
residents of rural nreas.

-]
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(¢} The Federal Board would elect a chairman and vice chairman
from among its members. The Federal Board would elect a Secretary
from among its members or from outside its membership. These officers
would be elected for one year terms. , )

(d? No appointed Federal Board member could be an officer or
employee of the United States or any state or any of the institutions

of the Rural Development Credit Syvstem or of the Farm ('redit
System.

(e) Appointed members of the Federal Board would serve for
terms bf six vears, except for the first members appointed, who would
be appointed for staggered terms of 6, 4, and 2 vears. A person ap-
pointed to fill an unexpired term would serve only for the remainder
of the term for which his predecessor was appointed.

(f) The Federal Board would establish its own rules of procedure,
except that a majority of all members of the Board would constitute

¢ a quorum for the transaction of its business.

(z) Each appointed member would receive $200 a day for not more
than 75 days of meetings each vear. All members would be reimbursed
for travel and reasonablé expenses incurred in discharge of their
official duties.

(h) The Federal Board would hold at least four regularly scheduled
‘meetihgs a vear, Special meetings would be held at the call of the
chairman or of any three members of the Board. o

Sec. 202. Powers of the Federal Boards . .

The Board would establish the general plicy for all institutions of
the Rural Developraent Credit System. It would function as a unit
and it would net operate in an administrative capacity. : g

SUBTITLE C—FEDERAL RURAL-DEVELOPMENT CREDIT AGENECY

Sec. 301, Federal Rural Derelopment Credit Agency; Erecutive Directqr

This section establishes an indepéndent agency to be khown as the

Federa! Rural Development Credit Agency to be headed by an

«' Executive Director and to be responsiblg for ¢arrying out the prog:rams
provided for in this title. o

Sec. 302. Appointment of Executive Director, Salary and Erpense
Allowance P :
The Executive Director is to be appointed with the advice and
cotsent of the Senate, by the Federal Board, and he will serve at the
JlAwsure of the Federal Board, except that during any period in which
Lp Lolds stock in any Regional Rural Develogmont Credit Bank his
appointment shall be subject also to approval by the President and he
shall serve at the pleasure of the President. His compensation ‘would be
fixed at the rate presvribe(l for positions in level 1{7 of the Executive
*Pay Schedule which currently is $38,000 per annum.

Sec. 308. Compliance With Board Orders

"The Executive Director would beresponsible for carrving out the
functions of the Federal Agency and the policies of the Federal Board.
All ants of the Executive Director will be conclusively presumed to be
in compliance with Board orders.

9
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Seec. 304. Rural Development Credit Organization

The Executive Director is authorized to-fix the powers and duties of
the divisions of the Federal Agency and to appoint and employ
personnel. He will provide on a reimbursable basis administrative
management services to the Federal Board and the Federal Rural
Development Fnvestment Incentives Administration,

Sec. 305. Seal ‘

This section provides for a seal of the Federal Rural Development
Credit Agency to be adopted by the Executive Director and to be
judicially noted.

Sec. 30¢. Administrative Expense

This section authorizes the Federal Aiency to make necessary
expenditures for proper administration of the Act.

Sec. 307. Allocation of Expenses . .

This section provides for the agsessment of the institutions of the
system for their ‘agprnpriat,e share of the cost of administering this
title. During the first five fiscal years of operation, appropriations
would be authorized to augment such assessments. At the end of each
fiscal year, the Federal Agency would re-determine the appropriate
assessment for each institution and appropriate adjustments would be -
made. o

Sec. 308. Enumerated Powersy

This section enumerates the powers, functions, and responsibilities
of the Federal Agency. In genergl they provide for the supervision and
direction of the System. Some of the enumerated powers are: .

(a) Modify the tertitory of the Regional Banks, subject to approw
of the Federal Board and the President. :

(b) Issue and modify Feders® charters and designations of institu-
tions of the System and spprove changés in the names of banks
operating under the Act. .

(c). Approve the merger of Regional Banks. .

(d) IVES(e annual reports to the Congress on the condition of the
Credit System and make recommendations for such legislative.changes
as are needed.

(:l)c Coordinate Regional Banks and approve standards of Regiqnal

Banks. .

(f) Prescribe and review loan security requirements, and prescribe

which loans can be made only with prior approval,

(g) ‘Approve the issuance of obligations of the institutions of the

. Credit é) stem and execute consolidated obligations on behalf of the

Regional Banks.

) Approve both interest rates paid by institutions of the System
on their obligations and the interest rates these institution‘ charge -
their borrowers. —

(i) Make investmentg-in stock in the institutions of the Credit
System and require the retirement of such stock.

({'{) Regulate the relationships among institutions of the System.
- (k) Provide services necessary for effective management of insti-
tutions of the System. , , .

" (1) Undertaké research into rural development and the credit needs
" of rural ares§ and ways of meiet'm’g these needs.

RIC - gy
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. ! .
. (m) Provide information on the S§stem to the general public and
to Investors.
(n) Provide protection of the assets of the institutions against

.losses caused by employees. 9

Section 309. Special Pgve: : A ' ,

(2) The Federal Agency is authorized special powers until theréd is
no net out-migration of population from rural areas. These special
powers are: :

éxtend financial assistance with respect to the obligations
of a State or local government to finance any rural development
project; '
(2) to extend financial assistance to States or local government
“to finance any rural development purpose; ’ ‘ .
(3) to extend financial assistance for the purpose of facilitating
economic, physical, and social development in rural areas;
(4) to establish terms and conditiors for the financial assistance’
extended. ’

(b) The Federal Agency will develop criteria to assure that projects
agsisted by it are not inconsistent with compréhensive plenning of
multijurisdictional planning and development districts and to assure
that the projects will not disrupt other Fedgral programs.

(c) Financial assistance of the Federal Agency may not exceed the
total capital cost of the project to be financed.

(d) The Federal Agency will deterthine the interest rate on fingncial
assistance extended by'it. U
" (e) This subsection will allow States and local governments who
obtain a part of the cost.of a project from another department or
agency of the Federal Government and the remainder in the form of
financial assistance from the Federal Agency, to charge against its
debt limit only that part of the total that represents the loan. The
Federal Agency would extend the full amount to the borrower, but
would arrange with-the other Federal department or agency to acdept
its commitment to pay directly to the Federal Agency the funds that
are to be provided {: the other department or agency. The borrow.
would execute an obligation to the Federal Agency only for- that part
of the total cost of the project that is not covered Ky the commitment
of the other Federal Department or agency. The other department or
agency is authorized to make the payment involved directly to the
Federal Agency in lieu of paying'it directly to the borrower.

(f) The Fe(Karal Agency 1s authorjzed to enter into multilateral
contracts and agreements in orders4® encourage cooperation among

local governments.

(g) The Federal Agency is authorized to impose charges for its

, Services.

Section 310. Technical Assistance _
This sectiﬁm authorizes the Federal AgeDC{ to provide technical

assistance in/ s number of fields related to the Agency’s activities.
This assistgnce would be provided directly, or through agreements
with other! Federal and State agencies. In those cases where other
Federal or State agencies are already conducting programs of tech-
nical assistance, the Federal Agency will utilize tﬁese existing pro- .
grams. The Federal Agency is authorized to employ or contract for
personnel in those fields which are not covered by existing programs
of other Federal or State agencies.

R
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The Federal Ageney is apthorized sndtrequired to provide to appli-
cants for assistinee under this title any necessary technical nssistance,
Including assistance in planning to meet the requirements of environ-
mental protection and multi-jurisdictional planning.

Section 311. Delegation of Duties and Powers to [Institutions of the
Syatem

This section authorizes the Federal Ageney to delegate to any Re-
gional Bank such of its duties, powers, and authority as' may be
determined to be in the interest of effective sdministration. It au-
thorizes the Regional Banks and other institutions of the Rural
Development Credit system to accept such delegations and to redele-
gate such duties, powers and authority, in sccordance with rules and

-regulations of the Federal Agency.

Section 312. Agreementa for Sharing Losses |
The Faderal A eml?\v is authorized to enter into agreements with the

Regional Banks for sharing the gains and losses on louns or securities
held therefor. -

Section 313. Indirect Participation by Private Financial Sources
The Federal Agency is authorized, on behalf of Regional Banks and
other institutions of tho Rural Development (‘redit System, to issue

bonds, debentures and other obligations; to buy ard sell gecurities it
has issued or guaranteed or whose mortgage it his insured or in.which

1t has invested; to invest funds not needed in its financing operations;

and to guarantee securities in which it has invested.

The Secretary of Agriculture would he authorized to guarantec
the obligations of the Federal Agency. 'I‘ho__‘:jv("?murv will collect n
reasonable fee for this guaranty and for the anilysis of any obligation
proposed to be issued by the Federal Agoney. The full faith and credit
of the United States is pledged to the pnyment of all amounts guaran-
teed under this subsection. 7. ’

The Secretary may not guarantee payant of any oblization of

the Federal Agency issued after the total amdunt of stock held by the
Executive Director in the severdl Regiofit} Banks is less than an
amount o’(gml to 50 per cent of the total out-s? inding obligations f the

Regional Banks.

Section 314. Federal Insurance of bl tgatioriy I the Agency

The Secretary of Agriculture, upon application by the Federal
Board, is authorized to msure any financial assistance extended by the
Federal Agency. The Secretary is nlso nuthorized to make a commit-
ment for the insurance of n loan prior to the date of its execution or
disbursement, if it is determined That such loan mects all the applicable
criteria of this Act. .

The Secretary wjll prescribe the terms and conditions of the
insurance under th|s section. Upon default by the borrower, the
Secretary will provide for full payment to the: Federal Agency of any
unpaid principal ang interest on an insured loan:

he Secretary isf authorized to charge and collect premiums for
insurance under this section. "These premiums will be fixed atgthe
lowest levels which the Secretary and tge Board agree to be reasonable
and sufficient to keep the insurance program in a sound position and
maintain the revolving fund.
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There is establishedsa revolving fund to be used by the Secretary

“to carry out the insurance of financial assistance under this section

and the guarantee of financial assistance under section 313(h).
Moneys in the fund not needed for operating expenses or the payment
of insurance may be invested in bonds or other obligations guarantedd
by the United States. .

Section 315. First Lien : i

"The Foderal Agency, the Regional Bunks, and the District Agencies
are cach givm_l the first lien on stock insured by them {except for such ¢
stock which is held by the Executive Director).for the payment of
any linbility of the stockholder to such bank or agency.

SUBTITLE D—REGIONAL RURAL DEVELOPMENT CREDIT BANKS

Section 401. Establishment; Title; Number .

.
This section_provides for the establishment of ten Regional Rurad

- Development Credit Banks as Federally chartered instrumentalities

of the United States subject to the policies of the Federal Board. Their
charters may be modified by the Federal Agency in a manner not
inconsistent with the provisions of this title.

To the maximum extent practicable, the jurisdictional territory of
each Regional Bank will correspond to the rural areas of the uniform
regions established by the President for the operation of Federal
sagencies. The headquarters of each Regional Bank will be located with-
in the rural area which it serves. Although each Regional Bank i3 not
required to maTiyﬁin its headquarters in the headquarters city of the
President’s uniform region, each bank is required to maintain a liaison
office in such city. The Board of any Regional Bank ma establish such
offices ns are needed for the effective operation of the Bank’s business.
The territorial jurisdiction of any such officé must include an entire
multijurisdictional areawide general purpose planning and develop-
ment district if it includes any part of such district. The headquarters
of such an office must be located within the rural aréa served.

Section 402. Corporate Existence; General Corporate Powers

This section provides for the corporate powers of each regional rural
development credit bank. The bill recites a number of general corporate
powers which are necessary to the operation of the Regional Banks

Yition to these usual corporate powers, this
section gives the regional banks certain authorities over the District
Agencies. The Regional Banks must approve the salary scale of; the
officers and employees of the District Agencies and the compensation
of the Chief Executive Officer. Also, the Regional Bank will supervise

“ the operation of the District Agencies. The ap{)ointmont of the Chief

Executive Officer of the District Agencies will bg subject to the ap-
Eroval of the appropriate Regional Bank as long ds the United States

olds 3314 per .cent or more of the capital stock of such District
Agency. : :

The Regional Banks are authorized to delegate to District Agencies
such functions as the Regional Banks may determine appropriate. The
Regional Banks will require the District Agencies to endorse obliga-
tions which are presented to the Regional Bank for the purpose of
obtaining financial asgistance., . ) \

.
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In order to enable the District Agencies to make financial assistance

available, the Regional Banks will purchase non-voting capital stock

in the District Agencies. This purchase of capital stock cannot exceed

each District Agency’s pro rata share of the capital stock of the

gégionai Bank held by the Executive Director on behalf of the United
tates. : ’

L 4
This section authorizes the Regional Banks to borrow in the central

=Jmoney markets of the Nation and issue obligations individually or in

concert with one or more other Regional Banks. The Regional Banks
may -acceptr deposits of securities or current funds from bortowers,
participants, and District Agencies ahd pay interest on such funds.

The Regional Banks may participate in extending financial assist-
ance with one or more other Regional Banks or with private banks and
other financial institutions in rural areas. :

The Regional Banks may conduct or contract for studies of lending
and of rural development, provided that such studies do not duplicate
research capability of Federal and State agencies located in the state
Jhat is served.

Section 403. Board of Directors

This section provides for a 12-member bipartisan Baard of Directors
for éach Regional Bank. All members must be legal residents of the
rural area within which the Bank is authorized to operate.

Different methods are provided for the appointment of the members
of the Board of Directors, depending on the amount of stock held by
the Executive Director. When the Executive Director holds two-
thirds or more of the outstanding capital stock of the Regional Bank
nine Board members are approved by the Federal Board il'om ) panei
of at least 20 persons nominated by the Executive Director. The
nominees cannot be officers or employees of the United States or any

"State government or of any ‘institution of the Rural Development

Credit System or the Farm Credit System. Three members of the
Regional Bank Board will be approved by the Federal Board from
a panel of five nominees elected by the holders of voting stock in the
Regional Banks. These nominees will be subject to the same residence
requirements and employment restrictions described in the preceding
paragraphs of this section. v . ) _

As the capital stock held by the Executive, Director decreases,

the number” of Befird members approved by the Federal Board from
nominees of the Executive Direétor decreases. The number of nomi-
nees elected by the holders of votin srt?éﬁ increases. .
. When the'EYxecutive Director holﬁs‘ o- capital stock in a Regional
Bank, eleven members of the Regional Bank’s Board of Directors
will be approved by the Fedeml_‘gloard from a panel of at least 15
nominees elected by the stock holders of the Regional Bank. Only
one member of the Regional Bank’s Board of Directors will be ap-
proved by the Federal Board from a panel of at least three nominees
named by the Executive Director. -

The Board of Directors of each Regional Bank will elect from its
own members a Chairman of the Board and it will select a President
of the Bank, who will be an ex officio member of the Board.

The Board of Directors mog7 approve such other officials and execu- °

. tive employees as are needed. . &
Members of the Board of Directors will receive $100 per day for
the performance of their official duties. This compensation wﬂi not
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be paid for more than 75 days in any calendar year. The members of
the Board will also be reimbursed for necessary travel, subsistence,
and other expenses incurred in the discharge of their official duties.
Section 404. Capitalization of the Regional Banks i
-« This sdction authorizes the President of each Regional Bank to
issue its prorata share of the amount of outstanding capital stock
of the Rural Development Credit Systemm as determined by the

ral Board. The ngeral Board in making its determination will
tB#% into account the unmet need for credit for rural.revitalization
of the territory served by the Regional Bank. The Executive Director
is awthorized to purchase non-yoting stock of any Regional Bank in
the same amount that the Regional Bank is authorized to issue.

Section 406 Regional bank stock; value; shares; Yoting; dividends .

“This section provides for the issuance by the Bank of stock of various
classes at a par value of 85 each.

The approval of the Federal Agency is rqguixnd. .

Voting stock of each Bank can be {wld only by District Agencies
and Participants and borrowers which obtained financial assistance
directly from the Bank Votir g stock cannot be transferred, pledged,

" or hypothecated except as specifically authorized by this title. A Dis-

" trict Agency may elect to receive nonvoting stock rather than voting
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 stock.

The amount of capital stock in each Regional Bank is to be increased
from time to time in such amount as may be necessary to permit the
issue of additional shares to borrowers and Participants so that they
may become eligible for financial assistance. E

e Banks are authorized to issue nonvoting stock to the %xecutive
Director of the Federal Ageggy and also to District Agentdes, Par-
ticipants, other rural financial Institutions, and to borrowers directly
from the Bank. ' .

The earnings of the Regional Bank, determined in accordance with
approved accounting principles and practices, are to be distributed—

(1) at rate of 10 percent of the net earnings for each year into
the reserve fund of the bank until that fund equals 100 percent
of the-outstanding stock; e ‘

(2) not less than 10 percent of the net earnings into a capital

surplus fund of the bank; = ‘ .

(3) the payment of a franchise tax as required by section 407
for any year in which stock is held by the Executive Director;
(4) not less than 10 percent of the net earni towards the
retirement of nonvoting stock and any other indebtedness of the

Regional Bank héld by the Executive Director;

~ (5) thereafter, the remaining net earnings may be paid as divi-

dends on nopvoting stock held by persons othér than the Execu-
tive Director, but at a rate not to exceed the average cost to the

Regional Bank of funds obtained through the issuance of bonds,

dividends, and other obligations; and -
(6) the remaining net earnings shall be paid as dividends on
voting stock as determined by the Bank’s board of directors.

Provision is made authorizing the sale of nonvoting stock, or its
conversion into voting stock, and for the sale of voting stock only to
District Agencies and to Participants or borrowers who obtain financial
assistance directly from the Regional Bank.

s 2
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- Nonvoting #Qck:_cun be redeemed in accordance with a schedule
of values set from time to time by the Regional Bank. When the Dis-
trict Agency, direct Participant, or direct borrower reduces its out-

. standing indebtedness to the Regional Bank, it may conyert its voting
stock into nonvoting stock or surrender it for redemption or for
credit to extinguish its final indebtedness, in accordance with the rules
of the Regional Bank. = - )

Nonvoting stock held by the Executive Director may be retired at
any time subject to the approval of the Federal Agency, and is required
to be retired each vear to the extent of available earnings as provided
in subsection (e), item 4, of this section.

Sectioén 41(36‘. -Governing of Policies, Programs and Procedures of Regional
anks . Lo g
This section requires the Federal Agency to establish and promulgate
Eolicies and regulations to govern the Regiona} s. Any Regional
ank, ity Board of Directors, and its Presidefity"gdll be conclusively
presumed to be acting in accordance with such policies and regulations.
As long as the Executive Director holds stock in the Regional Bank,
the policies, program, and procedures of such Banks shall be. subject
a,'to prior approval by the Federal Agency. : B

<Section 407. Stock Purchased by Ezxecutive Director: Retirement; Fran-
chise Tax

This section_authorizes the Executive Director to purchase stock in’

% any Regional Bank to help such Bank inaugurate lending -operations
or meet emergency credit needs of borrowers. The operations of the
Regional Baxﬁ(s will be subject to audit by the General Accounting
Office. The Executive Director will require the Bank to retire this
stock whenever the Bank has-resources available to do so and,when -
the need for such investment is reduced or no longer exists. Far as long,

as the Executive Director holds any stock in-a Regional Bank, the
Bank must, before declaring dividénds, pay to the United States a
franchise tax equal to the lower of (1) 25 percent of its net earnings,

-all public debt issues of the United States and the number of days
that stock is outstanding during the vear. o

Section 408. Subscription by the United States of Capital
This section authorizes the Executivé Direétor to purchase stock

" of any Regional Bank on behalf of theglinited States. 0
Section 409. Power to Borrow, Issue NotJi8Bonds, Debentures, and Other
Obligations

This section authorizes the Regional Bank with the approval of the
Executive Director to issue its own notes, bonds, debentures, or other
obligations. With the approval of the Exdéutive Director, it may join
with any or all Regional Banks in borrowing or issuing consolidated
obligations. In joining with other Regional Banks, each Bank will

Bank. -~ , .

Section 410. Aggregate of Obligations; Securities ‘

This section limits the long-term ‘obligations of the Regional Banks
to 20 times the capital and surplus of all the Regional Banks primarilfr
liable thereon,. or such lesser amount as the Federal Agency shall
establish by regulation. : : .

——— ' - _ ol
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or (2) a rate of return based on the average annual rate of interest on _

not exceed the limits to which it would be subject as an individual -

i




o

- 27

Each Bank is to maintain free from any lien or other pledge, notes
representing loans made under the authority of this Act, obligations
of the United States, other readily marketable securities, or cash in
an aggregate value equal to the total amount of long-term obligations
for which the Bank is primnarily liable. '
Section 411. Liability of Regional Banks . . \

Each Regional Bank would be Yiable ‘on its own -obligations and
for interest payments on obligations of other Regional Banks. In
addition, each such Bank would be primarily liable for the portion
of any issue of consolidated obligations made on itg;behalf and jointly
and separately liable for the payment of any ad(?gﬁional sums ‘'when
called uYon by the Federal agency to make payments of interest or
principal which any other Regional Bank primarily liable therefor
1s-unable to make. | )

The United States will not be liable or assume any liability, either
directly or indirectly on such obligations except as providedy in Sec-
ti.(ins 313(b) and 314 of the Title. ,

Section 412. Finance Committee ’

“This section provides for a Finance Committee composed of the
Presidents of the Regional Rural Development Credit Banks to
determine the amount, maturities, rates of interest, and participation
by the several banks of each issue of joint or consolidated obligations.

Section 413. Bonds as Investments

Bonds and other similar obligations issued under the authority
of this Act will be lawful investments for all fiduciary and trust funds
and may be accepted as security for all public deposits.
Section 414. Purchase and Sale by Federal Reserve System .

Obligations issued under this title may be bought and sold by

" any member of the Federal Reserve System; and (to the same extent

and subject to the same limitations as are placed upon the purchase

. -and sale of State, county, district and municipal bonds under section
- 14(b) of the Federal Réserve Act) by any Federal Relzerve Bank.

A

Section 415. Purchase and Sale of Obligations

Each Regional Rural Development Credit Bank may purchase
its own obligations and the obligations of any &ther such Regional
Bank and may provide for ti"dale of obligatiops issued by it or
issued jointly with one or more other su.gh}ank@&“ P

Section 416. Fiscal Agency IS A -

This section provides for a-fiscal ‘ageney to be established by the
Regional Rural Developifent Cr d;',.'thm_?” 40 carry out such of their
functions relating to ﬁw? issvuanj&g‘;‘rﬂﬁ A ng and handling of obliga-

- tions and flow o_ﬁ"fungl&@s@ggﬁ? ¢ reqiiireds

Section 417. Merger.sf, R@%{“‘d i?akks A co
“This section a}ithorizélg’,»n’l;éf'ger of Regional Banks upon approval

ng the majority of the $tockholders of each Bank and the Federal
ehey. SR .

- Section 418. Board af%%fﬂggs jor‘Merged Bank

In the event of &‘ﬁ‘féi‘%‘ég of two or more Regional Banks, a new
Board of Directors will be c;eated. This Board would be created in

.
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accordance with the provisions of-Section 403 and it would have all
the powers, functions, and duties normally exercised by a Regional
Bank Board. ) :

Section 419. Voluntary Liquidation; Insolvency; Receiverships; and
Conservators. ’ . .
This section prohibits any institution of the system from going
into voluntary liquidation without the consent of the Federal Agency.
The liquidation may proceed only in accordance with regulations
prescribed by the Federal Agency. :
. Upon default of any obligations, a Regional Bank may be declared
insolvent and placed in the hands of a conservator or receiver appointed
by the Executive Director. Proceedings must be in accordance with
regulations of the Federal Agency.” -

Section 420. Financial AssistmwiiErovided

To provide adequate financi sistance to eligible borrowers, the

(1) extend to District Agehcieg and through them to parti-
cipators and cooperators assistance in financing any rural devel-
opment purpose project in the rural area serveg by the Regional
Bank; . .

(2) extend financial assistance either through District Agencies,
Participants, and cooperators or directly to persons engaged

-in the construction or improvement of rural development purpose
projects for eligible borrowers; _

(3) to provide or assist a District Agency or Participant in
providing insurance to protect a borrower for a rural development
purpose project against damage or casualty loss; .

(4) require that District Agencies maintain ownership of stock

.« in thre Regional Banks equal to not less than $5 and not more than

$10 _per $100 of outstanding financial assistance provided them

by Regional Banks. CLoEe e

Section 42Y. Interest Rates and Other Charges
Financial assistance by the Regional Banks shall bear interest and
be on such terms an@ fonditions as may.-be determined by the Board
of Directors of the Bank, it being the objective to provide such financ-
ing at the lowest. reasonable cost on a-sound business basis, so that
orrowers may nf{cke their maximum contributions to improving the
rural area served. The Board of Directors shall also take into account
the cost of money, the necessary reserves, capital surplus, and ex-
penses of the Regional Bank, the orderly retirement of capital sub-
scriptions of the United States, and the.cost of providing services.
Interest rate®on a loan may be variéd from time to time guring the:
repayment period in accor(ga,nce with the rates of interest currently

‘being charged by the Bank.

. Section 428. Eligibilify for Financial Assistance

This section lists 20 persons or entities which are eligible for" assist-
ance under the Act. Financial assistance is conditioned upon—

(1) review of the proposed project by the governing body of
the multi-jurisdictional areawide general purpose planning and
development district, if any, and certification by such body that
the proposed project is not inconsistent with the current areawide-
general purpose development plan of such’ district;

- 2Y
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(2) determination that the appli¢ant has been unable within
a reasonable time to obtain needed financial assistance from other -
private or public sources at rates and conditions required to
contribute to the purposes of this Act;

(3) that the applicant can meet the principal and interest
paéyments to be specified in the loan agreement taking into con-
sideration available grants in aid;

‘(4) determination that the project will be located in and
operate primarily in a rural area and that the proposed project,
promises to make a net increase in the number of jobs, qua{ity ‘
of life, or median family income of the rural area served;

(5) determination th# the project will not be used for the
purpose of engaging in sectarian, religious, or partisan political

" activities; and B - ’

(6) determination that the proposed undertaking is not incon-

sistent with laws or regulations protecting the quality of the
" environment. .

Section 423. Security

In extending financial assistance the Regional Banks will require
the best available security of the beneficiary, and the Bank will require
- the endorsement of the aHpropriate District Agency. However, in

determining repayment ability of the applicant, the Regional Banks
may consider factors other than the ratio between the amount of the
loan and the applicant’s security value.

- Section 424. Services Related to Borrower’s Operations

The regional banks are authorized to provide technical assistance or
funds to obtain technical assistance to district agencies, participants
and other financial institutions or to borrowers and applicants for
loans in rural areas. .

*
Section’ 425. Financial Assistance Through Agencies, Participants, or
Cooperators ' :
The Regional Banks will make financial assistance available through
District Agencies, Participants, or Cooperators in the area served Ey
> * the Bank. If no District Agency or Participant is available in the area,
the Regional Bank may extend financial assistance through such bank,
trust company, savings, or other financial institution as it may desig-
nate or it may make the loan directly to the borrower. If the loan 1s
made directly to the borrower, such borrower must purchage the stock
of the Regional Bank in an amount not less than $6 and not more
than-$11 for each $100 of the loan proceeds. _ . )
Section 426. Eligibility of District Agencies and Participants .
The Regional Banks will determine on the basis of an application the
eligibility of any District Agency and any Participant to handle loans
and serve as agents of the Regional Bank in accordance with criteria
established by the Federal Agency. District Agencies which receive
financial assistance from Regional Banks will be required to purchase
bank stocks equivalent to five to ten percent of the amount offingacial
assistance received. Participants who receive financial assistange from
Regional Banks will be required to purchase bank stocks equiv lent to
one per cent of the financial assistance received. :

' ,u , _:1,3 U
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SBUBTITLE E —DISTRICT RURAL DEVELOPMENT CREDIT AGENCIES

Section 601. Designations and Charters

Any financial subsidiary of any multi-jurisdictional, areawide,
Fenerul purpose planning and development district of a state that has
een officinlly designated as a clearing house ageney under Office of
Management and Budget Circular A-95 my apply to the appropriate
Regional Bank for designation as a District Agency. This application
must be approved by the Regional Bank and semt to the i‘]xe(-utive
Director, who makes recommendations to the Federal Board. Upon
approval by the Federal Board, the applicant will be designated as a
District Rural Development Credit Agency and chartered as an
instrumentality of the dlﬂt('(l States. The Federal Board may for good
cause deny any application for a charter.

The Executive birecﬁor will establish regulations governing anv
District Agency and will prescribe the initinl amount of stock that the
District Agency must purchase in the Regional Bank, and the territory
within which the District Agency will operate. Upon recommendation
of the appropriate Regional Bank, the Executive Director may modify
the charter of any District Agency. : ‘ .

No application under this section will be approved unless the
applicant agrees to subscribe to stock in the Regional Bank in such
amount as may be required by such Bank.

Section 502. Qoverning Board ,

Each District Agency will have a governing Board of Directors
whose number, terms, qualifications, and election would be in ac-
cordance with state law and its Federal charter. No member of the
Board of Directoss will be an employee of any institution of the Rural
Development Credit System:nor of the Farm Credit System, nor of
the Federal government nor any State government. No Board
member can within a year after he ceases to be a member of the Board
be elected or designated a salaried employee of a District Agency.

Section 503. General Corporate Powers
This section recites the corporate powers of the District Agencies.

Section 604. Capital Stock, Classes of Stock, Transfer, Exchange; and
Dividends
This section authorizes a District Agency to issue voting stock,
non-voting stock, and provides for an equity reserve. It distinguishes
between voting and non-voting stock and states the restrictions which
apply to each. Each Participant or cooperator obtainfhg financial
assistance from the District Xgem'y will be required to purchase an
‘amount of stock equal in value to one dollar for every one hundred
dollars of financial assistance obtained. : :
Each Participant will require that its borrowers purchase an amount
of stock equal to not less than $5 and not more than $10 per $100 of
financial assistance obtained. N
Each direct borrower from the District Ageircy will be required to
urchase at the time the loan is made an amount of stock of the
Bisitritt Agency equal to not less than $6 per $100 of the amount of
the loan and not more than $11 per $100 of the amount of the loan.
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When a District Agency participates with a commercial pank or
other financial institution, t‘]e requirement that the borrower owns
stock shall apply only to the portion of the loan which inv¢lves the
District Agency. C ‘

Section 606. Application of Earnings; Restoration of Capital Impair-
0 ment, and Surplug Account .

This section provides for the manner in which earnings in excess of
operating exYenses (including valuatior reserves against loan assets)
shall be applied to the restoratjon of cupital impairment, establishf

ment and maintenance of surplus accounts and stock participationldr
cash distributions. When the regional bank holds stock in a District
Agency, the cash distribution shall be such percegtage of earnings as
will be determined under regulations of the regior&ﬁank.

Section 606. Loans, Participation; Other Financigl Assistance; Terms;
Conditions; Interest; Security ' v ,
This section authorizes District Agencies to make loans for rural
development purposes_through Participants and cooperators or
directly to borrowers. Interest rates, terins, conditions and securit
requirements of financial assistance authorized under this section will
" be prescribed by the board of directors of the District Agency and
aEprove'd by the appropriate regional bank. in setting rates and
charges on financial assistance, 1t will be the objective to provide
credit as the lowest reasonable cost on a sound basis, taking into
account the cost of money, necessary réserves and expenses of the
Agency, and services provided borrowers and Participants. -

» Interest rates on loans may vary from time to time during the repay-
ment period of the loan in accordance with the current rates being
charged by the agency. The District Agency may lprovide for deferral for
up to ten years of the initial annual repayment o principal and interest
and it may authorize a continuing commitment of a line of credit to a
borrower or participant. . ' ,

The District Agency must make every effort to equitably allocate
its assistance between potgntial types of users.

. Section 507. Other Services

Each District: Agency is authorize to_provide technical assistance -
‘and financial related services to borrowerS;mpplicants and participants.

-

- SUBTITLE F—PARTICIPATING RURAL DEVELOPMENT FINANCIAL INSTI-
TUTIONS AND UNITS OF LOCAL GENERAL GOVERNMENT

Any bank or other financial institution making loans in rural areas
for rural development purposes and any county, municipality, or
other unit of local general governmeng will, upon application, be con-
sidered for designation us a particii))ating rural development financial
institution (hereinaffer called a ‘‘Participant’”).

Section 602. Functions of Participants .
Participants are authorized to— e o
(1) obtain from and extend financial assistance for, or on behalf
of, District Agencies and Regional Banks; and ‘
(2) to issue obligations for purchase by District Agencies or -
Regional Banks; and v
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(8) perform guch other dutied as the District Agency and

Regional Bank may delegate. :

The Participant will be required tosprovide from its own funds at
least five percent of any loan made by it to any borrower.

Section 603. Endorsement by Participants

A Participant must endorse to the District Agency obligations
which. it gelfa to, insures or guarsntees with or discounts with such
District Agency. However, the participant will not be required to
assume responsibility for the repayment of principul and interest
represented by such obligations.

Section 604. Purchase of Capital St

- The Participant must require borroXers to subscribe to an amount
of capital stocﬂ equal to not less than five percent and nét more than
ten percent of the financial assistance extemi)ed by the District Agency.
In addition, each Participant must maintain at all times a total owner- -
ship of capital stock which is equal to at least one percent of ‘he
amount of all loans and obligations it has obtained from the District
Agency. :

Any institutions listed in section 601 which qualify as Participants
are authonzed to purchase voting stock of District Agencies.

Any of the institutions listed in section 601 may qualify as “co-
operators” by participating in any loan or other obligation on behalf
o} the District- Agency or Regional Bank and the. purchase of non-
" voting stock equal to at least one percent of the loan or other obliga-

tion. -

Cooperators will not be required to maintain voting stock ownershi
but they will be subject to all other rules, regulations and requiremen,él)
provided for participants.

Section 605. Governance of Participants and Cooperators

This section provides for rules aid regulations governing Partici-
pants and cooperators. The designation of any institution as a Partici-
pant may be canceled by the an)ropnat,e Distnct Agency and this
cancellation may be up}pealed. to the appropriate Regional Baik:
decision of the board of directors egional Bank will be final.
Section 606. Certificates of Participation

Each Participant will be issut}d a certiﬁcatp whjch certifies that it
has been designated as an official Participating Rural Development

Financial Institution. Designation of Participants is subject to the
approval of the Federal Board.

Section 607. Terms and Conditions

Terms and conditions under which assisi¢nce may be made available
to borro®ers by anv Participant will be established by the District
Agency concerned. Such terms and conditions may vary according to
the rural development purpose for whi¢h the loan 1s torge used.

Section 608. Security ,
Participants will require borrowers to provide the best available

collateral for financial assistance. Participants may consider demon- .

strated repayment ability ip determining whether assistance should be

approved. In determinihg the amount of security necessary, a Par-

. ticipant will tdke into consideration any grant or payment from the

UL
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Federal or State government, including any grant or payment for
which the borrower may qualify and obtain under the provisions of
this act.

Sedtion 609. Rural Activity required

Only those financial institutions whose volume of loans in rural -

areas is more than one-half of the total vplunurof all its loans will be
eligible to purchase voting stock of District Agencies or regional
PBanks.

BUBTITLE G-~FEDERAL RURAL DEVELOPMENT INVESTMENT INCENTIVES
ADMINISTRATION

. Section 701. Findings and Policy .

This section finds that incen.ve payments are needed for rural
cominunity development and declares it to be the policy of Congress
to carry out a program of such payments.

Section 702. Incentives for Investment in Rural Development

This section provides for the establishment by the Federal Board
of a Federal Rural Development Investment Incentives Administra-
tion,” independent of the L‘cdvral Agency and Regional Banks, to
carry out programs of interest supplements and capital augmentation
payments.

LA

Section 703. Administrator .

The Rural Development Investment Incentives Administration
would be headed by an Administrator appointed by the Federal Board
with the approval of the President. He would serve at the pleasure
of the Federal Board and the President. He would be compensated
at level four of the executive pay schedule, which currently is $38,000
per annum. %

Section 704. Rural Development lmvestr%ent Supplements; Eligibility
and amount ’

Any private or public entity that is operating a rural development

project that is located within the area served %)y a District Agency
that had a net loss in the population of its rural area within the most
recent ten-year period for wLich data is available from the U.S. Bu-
reau of the Census, and who cannot pay from projected earnings in
any fiscal vear the full amount of the annual interest on his loan, will
be eligible to receive an interest supplement at the end of such fiscal
year. This supplement will be equivalent to the amount by which the
Interest due exceeds the greater of (1) the amount which ¢an be paid
from proje¢t earnings, or (2) an interest payment calculated at an
interest rale of two.percent per annum.

To establish his eligibility for an interest supplement, the applicant
is required to prove conclusively that—

(1) the project will make a substantial and definite contribution to
the enhancement of the quality of life or increased income and em-
ployment in the rural area where located,

(2) the enterprise I8 operated accordipg to principles of prudent and
“efficient management and will sustain a net loss if the full contractural
interest rate is paid,

75-7187—72——3
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(3) -audited accounts demonstrate that the interest supplement
applied for is not in excess of the amount for which the applicant.
is eligible,

(4) the project to be financed will not be in substantial direct
competition with another project that is wholly financed by private
enterpnse.

No applicant will be eligible for an interest supplement unlejxs/his

\

books of aceount are open at all times for inspeetion by approgriate
authority.

Section 706. Rural Development Capital Augmentation Payments;
Eligibility and Amount ’

Any public or private nonprofit entity who seeks to construct or
operate n rural-development project in an area served by a District
Agency that had a net loss in the population of its rural area within
the most recent ten-year period for which data is available from the
U.S. Bureau of the Census will be eligible to apply for a rural develop-

(. ment capital augmentatton payment. .

To establish eligibility for such payment, an applicant will be
required to prove conclusively that— )

(1) the project will make a substantial contribution to enhance-
ment of the quality of life and increased income and employment
in the rural area where located, "/d :

(2) the project for which the capital augmentation payment is
requested was constructed or acquired in accordance with the
principles of prudent and efficient management,

(3) that audited aecounts demonstrate that the amount of

) payment applied for is not in ex f the amount for which the
applicant is eligible,
(4) the project to be financed 3 t be in substantial direct

competition with another such project which is wholly financed
by private enterprise. '

The amount of any rural development capital augmentation pay-
ment shall not exceed the amount by which—

(1) the cost of acquiring or constructing the preject together
with exgential equipment and working capital exceeds

(2) the amount of principal and interest that can be amortized
over the lifetime of the project by a prudent and efficient manager
who will utilize the project to make a significant contribution to
the attainmens of the purposes of this title.

No applicant will be eligible for a rural development augmentation
payment unless his books of a¢count are open at all times for examina-
tion by appropriate authority. :

Section 706. Examination of Books of Account .

As a condition of approval of any application for financial assistance

under this title, the applicant would be required to keep his books of
. account open at all times for examination by a.ppmycinte authority
and by the General Accounting Office. &

SUBTITLE H—GENERAL PROVISIONS

Section 801. Financial and Other Supervision ,
The Rural Development Credit System would be subject to the
supervision of the Farm Credit Administration with respect to all

»
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procedures relating to financial examinations, including audits; und
would be subject to the supervision of the Administrator of the Rural
Enterprise and Community Development Administration of the
Department of Agriculture with respect to the appruisal of real and
personal property for security purposes. Investigating, accounting an
administrative wuditing services of the Farm Credit Adminstration -
would be utilized on a reimbursable basis by the Federal Rural De-
velopment Investment Equalization Administration and by the Fed-
eral Rural Development ('redit System.

Section 802. Kraminations and Reports; Audits

This section provides for examinations und audits of the Rural
Development Credit System by Farm Credit Administration exnniners
at such times as the Federyl board may determine, but in no event
will any such institition be’examined and audited less than once a
year. In addition, the Executive Director is authorized to require .
examinations and audits by independent certified accountants. ’l‘he/
executive director or any institutions of the system iy request
credit examiners to make examinations of organizations to which the
extension of financial assistance is contemplated or to which the
delegation of authority is contemplated. '

A report of each annual audit of the Rurul Development Credit Sys-
tem will be made by the Farm Credit Administration through the
Federa! board to the President and to the Congress. Farm Credit Ad-
ministration shall be reimbursed by the Federal agency for the cost of
performing such audits. The Federal board will make a report to the
Congress at the end of ench culendar year, concerning the condition of
economic growth in areas served by the board, the condition and
experience of the regional bunks and the Federal Rural Development
Investment Incentives Administration and such recommendations
for legislative actions as it deems necessary to improve the Rural
Development Credit System. The Federal board may require the
Federal Agency, the Regional Bank and the Federal Rural Develop-
ment Lrivestment Inceritives Administration and the district ngencies
to subrmnit to it similar annual reports.

Each institution of the Rural Development Credit System will be
subject to nudit by the Generul Accounting Office ut such times and
to such extent ns the Comptroller General determines.

Section 803. Conditions of Other Banks and Lending Institutions

The Comptroller of the (‘urrency is required, upon request of the
Farm Credit Administration, to furnish for confidentinl and exclusive
use of the Regional Banks such information as he may have availubte
relating to the finuncial condition of national bunks with which such
institution of the systemn has made or contemplates making discounts,
louns or delegations of power.
Section 804. Consent to the Availability of Reports and to Framinations

This section requires any organization seeking discount privileges
or delegatedt powers from a Regional Bank to consent to examination
by Farmn Credit Administration examiners or, 1n the case of state
banks, trust companies and saving associntions, to permit stute
authorities to furnish reports for their examinations upon request of.

30 . ‘
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the Farm Credit Administration. This information will be available
only for the exclusive and confidential use of the regional banks.

Section 805. Reports on Conditions of Institutions Receiving Loans or
Deposits or Redelegated Power '

This cection authorizes various agencies, upon request of the Farm
Credit Admimistration, to furnish certain information to the Rural
Development Credit System. This information (regarding the condi-
tion of any organizationto which an institution of the System hes
made or contemplates making a loan or uses or contemplates using as
a custodian of credit instruments, as a depositoFy or to which it has or
contemplates delegating powers) will be kept in confidence. The
Federal Rezerve g)anlm are also required to make their records
available for audit. .

Sec. 806. Juricdiction.

Each ingtitution of the Rural Development Credit System shall for
the pypozes of jurisdiction be deemeJ to be a citizen of the state,
éomn‘:wemlth or District of Columbia in which its rincipal office is
locate®. United States Digtriet (Courts are not to have jurisdiction
over any local unit of government or any financial institution exercis-
ing delegated power under this title.

See. 807. State Legislation.

This section authorizes the Federal Agency to declare 8bligations or
cecurities to-be ineligible as collateral under this title where the state
law applicable to such obligations provides insufficient protection in
the event of default.

Sec. 808. Taz Status. - .

The Federal Board, the Federal Agency, the Regional Banks and
the District Agencies will be subject to Federal, state and local taxes ns
provided in this section.

The real property and tangible personal Iproperty of such board,

, state and local taxation
to the same extent according to its value as similar property held by
other persons. ,

The income from any obligations purchased by sucl Regional Bank
or District Agency from any federal, state or lecal government oy
quasi-governmental body and the income from any obﬁgationﬁ issued
by such Regional Bank or District Agency.will be subject to the same
extent as the income of obligations of private corporations.

The Regional Banks will be subject to the franchise tax provided in
section 407 (c) of this act.

Notwithﬁtnndingi) the foregoing provisions of this section, no
Regional Bank or District Agency will be subject to Federal, state or

7

- local income taxes for any period in which capital stock in a regional

bank i3 held by the executive director for the United States.
Sec. 809. Nature of Obligations. .

All obligations issued by the Federal Agency or Regional Banks
will be lawful investments for all fiduciaries. All obligations issued by

the Rural Development Credit System pursuant to this title will be
exempt from regulation by the Securities and Exchange Commission.’
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See) 810. Amendments to Other Laws.

is section amends Title 5 of the United States Code to place the
exegutive director of the Federal Rural Development Credit Agency
angd the Administrator of the Federal Ruryl Development Investment
-entives Adminigtration in level IV of the executive schedule, which
rrently is $38,000, and to'place the deputy executive director of the
ederal Rural Development Credit Agency at level V of the executive
schedule, which is currently $36,000 per annum. .
National banking associations are authorized to purchase the obH-
%’xtionﬁ of any Regional Rural Development Credit Bank or District
ural Development Credit Agency created by this title.

Section 811. Seperability

"This section provides that if any provision of this title is held invalid,
the remainder of this title shall not be affected thereby.

Section 812. Reservation of Right to Amend or Repeal

This section reserves the right to alter, nmex@ or repeal any pro-
vision of this title. :

Section 813. Appropriat:})qék -
There is authorized to be appropriated the following sums:

(1) to the Féderal Agency not to exceed 3200 million annually
for not to exceed ten years for the purchase of capital stock of
the Regional Banks;

(2) to the Federal Rural Development Investment Incentives
Administration not to exceed $100 million annually for the
incentives for rural development authorized under Subtitle G;

. (3) to the Federal Agency not to exceed $26 million annually
for expendigure, directly or by contract, for research and scientific
study on rural development; )

(4) to the Secretary of Agriculture $5 million as initial capital
for the revolving fund; ~ !

(5) to the Secretary of Agriculture such sums as may be
necessary to carry out his responsibility under this title;

(6) without fiscal year limitation, such additional sums as may
be necessgry to carry out the purposes of this title.

- Tirie II—AMENDMENTS To THE CoNsoLIDATED FarmErs HoMe
: ADpMINISTRATION Act or 1961

SHORT EXPLANA'moY_\
Title 11 would amend the Consolidated /Farmers Home Adminis-
tration Act of 1961 to—
(1) rename it the Consolidated Farm and Rural Development ((-—=
'ﬁt (Sec. 901); . . .
(2) authonze loans to acquire or establish small business
enterprises in rural areas (Sec. 902); :
(3) provide for appraisals on a market (rather than normal)
value basis (Sec. 903);
(4) authorize loans for rural development projects (Sec. 904);
(5) prohibit loans (as well as grants) under section 306 of the
1961 Act that are inconsistent with a multijurisdictional plan and
authorize reimbursement oLImultijurisdictional development
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.

agencies and county and municipal governments for reviewing
applieations for financial assistance under section 306 (Sec. 905);

(6) extend the Secretary’s authority 167 make grants under
section 306 prior to the completion of the corprehensive plan to
October 1, 1973 (See. 906)

(7) extend water and sewer planning grant authority to all
commumity services and facilities and areawide development (in
addition to sewers), and permit.grants to agencies having anthor-
ity to prepare comprebensive plang. which are not “official”’
(Sec. 907); . RN -

(%) extend the definition of “eural dreas” to exclude tqwns of
more than 50,000 (instead of 5,500) and to ul‘] provisions of the

. -

(9) repeal the $4 million limit on loand and grants to any
association under section 306(n) (Sec. 809);

(107increase to $500 million (from $100 million) the amount of
unsold Aoans which may be held in the Agrienltural Credit
Insurance Futrd pending sale as insured loans (Sec. 910);

(11) create a Rural Development Insurance Fund  with
anthority to borrow from the Treasury (similar to the Agricultural
Credit Insurance Fupd) for rural development loans (Sec. 911);

(12) subject the interest on all indured loans sold out of such
fund to Federal income tax (Sec. 911);

(13) authorize (a) louns to finance Dusiness and employment
and improve the economic and enyvironmental climate in rural
cdinmunities: th) $50 million annually. for 50 percent pollution
abatement and control grants (Sec. 912);

(14) authorize loans to rural youths with or without farms or
farm backgrounds for any purpose specified in section 312
(operating loans) and in addition to operate enterprises in connec-
tion with their participation”in 4 -H clubs or similar organizations
(Sec. 913); ’ v

(15) authorize (2) loans to operate small business enterprises
in rural areas and for pollution abatement and control; (b) $25
million annually for grants of up to 50 percent of the development

" cost of pollution abatement and control projects (Sec. 914);

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

“(Se¢. 915);

(17) authorize insurance of operating loans (Sec. 916);

(18) reorganize-the Farmers ]!I()mo Administration into a Farm
Development Administration and & Rural Enterprise and
Community Development Administration under an additional
Assistant Secretary (Sec. 917);

(19) give the Secretary discretion to require bonds protectin
against FHA employee fraud or dishonesty in lieu olJ “faithfu
performance” bonds which go to all duties of the employee (Sec.
918); :

(20) repeal a provision requiring county comnmittee approval of
loans under sections 306, 314 (soil conservation districts), and
321(b)(2) (emergency loans to corporations and partnerships)
(Sec. 919); ' :
(21) provide for an interest rate on the new rural dovelor_mont
ies or
nonprofit associations for community facilities) based on the cost
of money (Sec. 920);
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(22) mako it clear that the word “insure’” covers the gunrantee
of a loan originated and serviced by another lender (See. 921);
(23) limit the guaranty on a guaranteed loan originated by
- another lender for rural development wtother than certain
loans for community facilities) to 90 pereent of the risk, and
. authorize tha Secretary to make loans }or such purposes only if
no other lender is willing to make a guaranteed loan (Sec. 922F;
anff -
— (24)_ give preference for water facility loans and grants to
public agencies in rural communities of 5,500 or less suffering
deterioratign of an existing water supply (Sec. 923)

/ (GENERAL STATEMENT
. A major keystone in rural development is the creation of additional

jobs in order to halt the outmigration of individuals who cannot find
employment in non-metropolitan areas.

The expansion of Farmers Home Administration loan and grant
authorities to meet the “eeds of applicants who do not qualify for
financinl nssistance from the Federal Rural Development Credit
System provided in title I, s n multi-faceted effort to help accomplish
the goal of bringing new industry to rural America, as well as upgrad-
ing the quality of life in the countryside. 8

The new loan purposes authorized in this title for the Farmers
Home Administration, as the credit resource of last resort, will supple-
ment the facilities of the borrower-owned Federal Rural Development
Credit System, and complement the various programs now being
offered by the Department of Agriculture to stimulate rural develop-
ment in the form of lonns and grants for basic water and sewer systems
($340 million programmed for fiscal 1973) and an extensive rural
housing program (scheduled for $2.1 billion in expenditures for 1973).

New loan purposes. The Act authorizes a brogd new array of loan
and grant authorities covering the full range of eredit servieces for
business., commercial and industrial purposes, and for community
facilities and services. , '

The new authority vested im the Farmers Home Administration
would utilize the extensive delivery system of that ageney to muke this
credit availuble at the Ipeal level.

The new authorities nre stated in a very generalized form and the
following are representative of the major new loan purposes authorized
in the bill: . R

small business enterprise loans to rural residents;

 loans to cooperatives, when unable to obtain needed credit

from the bank }()r cooperatives; )

lonns for the processing, manufacturing, and finishing of
products from raw materials; ' :

loans for other rural community development projects, with
rufal community development being defined to include any
project that contributes to the balanced hational growth policy
or the enhancement of rural communities as a place to live,
to make a living, and to provide increased employment.-

loans to young furmers and other young rural residents;

loans fer pollution control and abatement.

i Yk
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E;panded ge'Bgraphica,l area.—The title expands the territory served
by Farmers Home Administration from towns of 5,500 or less to -
areds outside cities with over 50,000 population and their immediate
environs. : . . . . .

New grant availabilities—The agency would be given new grant
authority for pollution control and abatement grants. The bill
authorizes up to $75 million annually for these'grants which shall not
exceed 50 percent of the development costs. ) ' .

Amendments to eristing authorities—The Act would modify and
amend existing law to permit FHA to improve its ongging programs
and to modernize its internal operations by: allowiniz real estate
. appraisals at market value rather than normal valu ; authorizing
insured operating loans; increasing the limit on operatihg loans from
$35,000 to $50,000; increasing the limit on new loans|that may be
~held in the Agricultural Credit Insurance Fund from $300 million to
$500 million; authorizing the Secretary to use fidelity Honds in place
of faithful performance bonds; authorizing market intérest rates on
commercial loans, and five' percent maximum rate ¢gn community
facility loans; authorizing loan guarantees; providin
guarantee be limited to 90 percent of the possible loss,

an_order of preferance prohibiting business and .
being made from the insurance fund unless no oth
to make the loan under a 90 percent guarantee.

Reorganization.—The bill establishes a new organizational struc-

ture for the administration of rural development pApgrams consisting
of an additional Assistant Secretary—for Rural Development Credit—
whgiwould oversee the functions of two new agency administrators,
an Administrator for Farm Development, and an Administratar for
Rurdl Enterprise and Community Development. The creation of two-
new agencies (replacing the existing Farmers Home Administration)
will permit a higher degree of specialization. : ’

lender is willing

0"

SecT10N-BY-SECTION EXPLANATION c

Section 901. Title

The Consolidated Farmers Home Administration Act of 1961 is
re-named the Consolidated Farm and Rural Development Act.

*Section 902. Rural Enterprise Loans

For the purpose of providing Tesidents with essential income. The
Secretary of Agriculture is authorized to make or insure real estate
loans to rural residents for the purpose of establishing in rural angas
a small business enterprise. Loans under this provision woul?i-‘bé
subject to the limitation in Section 305 of the-Consolidated Farmers
Home Administration Act which states that no loan shall be made
which will cause the unpaid indebtedness against the security to "\
exceed $100,000, as well as other limitations in the Act.

- Section 903. Appraisals : -

This section amends present legislation governing the appraisal
of security property. Security properties are now appraised at “‘normal
value”, which is generally lower than “market value”. The proposed
legislation would allow the Farmers Home Administration te appraise
farm land mother properties at their current market value rather
than a “normfl value” based on a lagging moving-average.

. - -
"

&

Text Provided by ERI

ERIC | YE e




v

41

Section 904. Rural Community Development Projects .

At present Section 306 of the Consolidated Farmers Home Ad-
ministration Act authorizes the making «©oF insuring”of loans to as-
sociations, including corporations not operated for profit, and public
and quasi-public a%encws for a number of rural development ac-
tivities, including shifts’in land use, conservation, development, use
and control of water, soil conservation practices, waste disposal
facilities, and recreation developments. e proposed legislation
would preserve the existing authorizations, and it would also au-
thorize the Secretary to participate with other financial institutions
in moking these loans.

In addition, this section would ext¢gnd the oses for which loans
could be made for any rural comphunity J:al\lf-l(-a?o ment project, -in-
cluding those providing empl nt for, as weﬁ) as those servin
farmers, raachers, farm teflants, farm laborers, and other rura
‘tesidents. This section extends eligibility for loans to include public
and private technical and vocational schools, cooperatives that are
unable to obtain credit frem -the banks for cooperatives, and all
other potential borrowers. The Secretary is authorized to furnish
financial assistance or other aid in planning such projects. The amount
of financial assistance provided under this section is to be specified
in annual appropriation acts. Otherwise this section preserves au-
thorizations and limitations of existing law.

Section 905. Planning Requirements

Existing authority now requires the Secretary to determine,
before making any grant for a water or waste disposal project, that
the project. is not inconsistent with planned development under state,
county, ¢r municipal plans. Section 905 of the bill would extend this
requirement to other rural community development projects and
specifically requires that all proposed projects not be inconsistent
with plans.of multi-jurisdictional substate areawide general purpose
planning and development agencies haying jurisdiction over the
area in which the proposed project is to be located.

“Under present authority no g}ant may be made unless the Secretary
determines that the rural area to be served will not decline in popula-
tion below the population for which the project is designed. Section
905 amends this provision to state that the Secretary may approve
the project if the area would not decline in population if such project
is carried out. . ‘ o

This section also requires that no loan be made that is inconsistent
with the plan of the multi-jurisdictional substate areawide general
purpose planning and development agency having jurisdiction over
the area 1n which the prepared project is to be located..

The Secretary is authorized to reimburse such agency or govern-
ment for the cost of reviewing the proposed project for consistency
with multiple purpose development plans for the area.  *.

Section 906. Extension . ‘

This section extends for two years the authority of the Secretary
to make community development grants in an area that does not yet
have a complete® multi-purpose development plan.

- Section 907. dommumty Facility Grants . )
P"Thj?ﬁcticm removes the requirement that the grants may be made .

-

oiily td#public bodies and other agencies having authority to prepare

»
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“official” comprehensive plans, thus-enabling the Secretary to make
ﬁ::nts to public bodies and other agencies without being limited in
his determination by the ambiguity and potential controversy con-
cerning the meaning of the term “o%iciul”. .
The section also expands purposes for which grants may be made to
include “waste disposal, community services and facilitjes, and area
wide development.”

Section 908. Definitions

e term “rural areas” is defined as all territory that is not within
the outer boundary of any city having a population of 50,000 or more
and territory that is not within a suburban area having a population
density of more than one hundred persons per square mile. The
Secretary determines which areas are rural according to the latest
decennial census. Special consideration will be given to areas that do
not include a eity having a population of more than 10,000.

The term !‘rural community development project’’ is defined as
any project undertaken by private or industrial enterprise or by any
unit of government authority, orsany public works project or com-
munity facility or service that will coritribute to the objectives of a
balanced national growth policy as defined in Title IX of the Agricul-
tural Act of 1970 and Section 702 of the Housing and Urban Develop-
ment Act of 1970. In addition, rural community projects would mean
any project which tontributes to the enhancement of & rural com-
munity or rural area as a place to live and make a living. The term
would specifically include, but is not limited to, projects for twelve
purposes which are listed in Section 908 that would provide increased
employment or income ar directly benefit rural residents.

Section 909. Removal of Limatation on Grants and Indebtedness
 'This section eliminates the $4 million limitation on the indebtedness
of, and grants, to any association. :
Section §10. Ezpansion of Authorization
This section increases the limitation on the amount of loans which

can be made from the agricultural credit insurance fund and held for >

resale from $100 million to $500 million. By raising from $100 million
to $500 million the maximum amount of new unsold loans that can be
held in the agricultural credit insurance fund at any time, the insured
loan program of the Farmers Home Administration can be expanded
and there will be sufficient authority to make insured loans for the
additional purposes to be provided in this title.

Section 911. Rural Development Insurance Fund ‘
This section would establish a new revo{ving fund called the ‘“Rural

Development Insurance Fund,” referred to in the section as the

“Insurance Fund,” which would be used by the Secretary for the
purposes of discharging his obligations in cernection with rural

development loans. These would include (l).t,f&iéiﬂs locally originated
gns :

and serviced by the guaranteed holder, (2) made by a local
lender that are processed, insured, and serviced by the Secretary, and
(3) loans made out of the Fund, sold, insured, and serviced by the
Secretary. :

The Secretary would utilize this fund only for the type of loans
provided for by sections 304(b), 306(a)(1), 310A, 312(b), and the
water system and waste disposal loans authorized by section 306(a)(1)
prior to enactment of this bill.
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The assets and liabilities of the Agricultural Credit Insurance Fund
applicable to such water and waste disposal loans, would be transferred
. to the Insurance Fund. Such assets and liabilities, the proceeds of such
assets, and loans guaranteed or insured under this subtitle would be
subject to the provisions of this section and section 308. The cross- .
reference to section 308 would make it clear that all contracts of guar-
antee or insurance entered into by the Secretary for loans under this
section, as well as contracts of guarantee or insurance heretofore or
hereafter entered into by the Secretary for water and waste disposal
loans under section 306(a)(1), are backed by $he Inssrance Fund and .
the full faith and credit of the United States. :

If there should be insufficient moneys in the Insurgpce Fund to en-
able the Secretary to make loans, advances, and authorized expendi-
tures out of the Insurance Fund, he would be authorized to borrow
from the Secretary of the Treasury to replenish the Insurance Fund.
The Secretary of the Treasury would be authorized and directed to
purchase notes issued by the Secretary for such purpose, which notes
would bear interest comparable to the cost of money to the Treasury
for obligations having maturities comparable to the notes and to the
loans authorized to be guaranteed or insured.

The Secretary would be required to deposit in the Insurance Fund
all fees and charges collected by him for loan services, such as expenses
for obtaining credit and preperty appraisal reports, and additional
charges assessed for losses and administrative costs in connection with
guaranteed or insured loans. i -

Subsection (g) would autharize the Secretary to yse the Insurance
Fund for the purpose of making and insuring loans authorized under
this subtitle Wgere there is reasonable assurance of being able to sell the
loans without undue delay. -

Subsection (g) would also authorize the Secretary t® use the Insur-
ance Fund (1) to make default payments to insured holders and pay-
ments to guaranteed holders in compliance with the terms of tge
%uamnt,ee contract; (2) to pay to insured holders interest accruing

etween the date of any prepayments made by the borrower and the
date of transmittal to the holder; (3) to purchase notes and bonds in
accordance with repurchase agreements contained in contracts of in-
surance entered into by the Secretary in connection with loans under
this subtitle, including loans transferred to the Insurance Fund; (4) to
pay the cost of the Secretary’s administration in connection with
these loan programs; and (5) to make other expenditures and -ad-
vances, sucﬁ as payment of taxes, insurance, prior lieps, fiscal ad-
justments, credit reports, property appraisels, and other expenses
and advances to protect security for insured loans, and'for guaranteed
loans after or in connection with the Secretary’s acquisition of guaran-
teed loans or security, and to acquire security property at foreclosure
sale or otherwise. - )

The Secretary would also be authorized to use the Insurance Fund .
to make supplementary payments to holders of insured (but not guar-
anteed) loans in amounts sufficient to make the notes or bonds market-~
able at par. ‘ : :
Section 912. Insured Rural Industrialization Loans

This section authorizes the Secretary to guarantee, to insure, or
;% 1

- to make for the purpose of financing business, indusjfy, and employ-
ment and improving the economic and environment#l ¢ imate in rural
commbunities, including pollution ibatement and control.

. 4{4 , . | . \
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The\Secretary is authorized to make grants of up to $50,000,000
annual&x for pollution abatement and control projects. No such
grant may excéed 50 per cent of the development cost of the project.
Applications for loans under this section are excepted from requires
ments of county committee review. :
Section 918. Young Farmers’ Loans
_ This section would— ' ‘ '
1) alithorize operating loans to rural youths to enable them to
establish\ or expand an enterprise being carried on as part of
their participation in 4-H Clubs, Future Farmers of America
—— and similar organizations, and for the purposes spécified in Sec-
tion 312 of the Act; o '
@ 'prov*;de that a miror signing a note for such loan would
incur full personal liability; nngn : .
(3) provide that co-signers could be accepted to supply needed
strength for\a sound loan.

, \
Section, 914. Rural Enterprise Operating Loans

For the purposé of providing borrowers with essential income, this
section authorizes the Secretary to make loans to residents of yural
areas to operate small business enterprises. . -

It provides opergting loans for small businesses to complement
Section 902, which provides real estate loans for small businesses.
Loans may be ma_dg for the purpose of pollution abatement and
control. The Secretary: is authorized to make grants of up to $25,000,-
000 annually for pollution abatement and control.

Section 915. Mazimum Size >
This section® amends" the Consolidated Farmers Hé6me Admin-

istration Act to increase the maximum amount of operating loans from
$35,000 to $50,000. ! . ‘

Section 916. Insured Operating Loans

Presently the operating loan program is funded by appropriations
to the FH}IA dirdct loan account. This amendment would authorize
the Farmers Home Administration to insure operating loans made by
other creditors and make loans and sell them to private investors,
thus shifting the funding of the program from appropriations to the
private sector. ,

Section 917. Reorganization. :

This section reorganizes the Department of Agriculture by estab-
lishing a Farm Development Administration and a Rural Enterprise
and Community Development Administration to replace the Farmers
Home Administration. Each- Administration would have a different
Administrator and both would be under the supervisioni and direction
of an Assistant Secretary of Agriculture for Rural Development
Credit. This Assistant Secretary would be in addition to the three
Assistant Secretaries now authorized. (See also Section 1702 for other
reor%anization provisions). Both Administrators and the new Assist-
ant Secretary would be appointed by the President.and subject to
Senate confirmation. The additional Assistant Secretary, like the other
Assistant Secretaries, would be compensated at.level IV of the Execu-
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. “tive Schedule, which is currently $38,000. The two new Administrators
would be compensated, as the existing Administrator now is, at level V
of the Executive Schedule, which is currently $36,000.

Section 918, Fidelity Bonds

This section gives the Secretary discretiona 'uuthority'to require a
fidelity bond of employees of the Farmers Home Administration in
lieu of a faithful performance of duty bond. A faithful performance
bond as defined in 6 U.S.C. 14(a) covers, in addition to proper ac-
counting for all funds or propert; receive';Lby reason of the position of
employment of the bonded employees, ““all duties and responsibilities
imposed upon such individual or individuals by law or by regulations
issued pursuant to lay.” Thus county |supervisors and assistant
count, st:rervisors under the terms of their faithful performance of
duty bond as described by present law become virtua? guarantors of .
of the correctness of all their official actions. This section would provide
discretionary authority to require only fidelity bonds, which protec
against fraud and dishonesty.

Section 919. Repeal of County Committee Approval Requs:
Association, District, and Emergency Loans

This section removes the requirement that the Sefretary require
the recommendation of county eommittees as to the)approval of a
Farmers Home Administration loan under section 306 (association
loans), section 314 (soil conservation district loans), section 321(b)(2)
(emergency loans to corporations or partnerships), and 310A Insured
Rural Industrialization Iioans. These sections are already excepted
from the general requirement that the county committee certify as to
the applicant’s character, industry, ability and other eligibility

requirements. -

nt for

\ Section 920. Interest Rates on Rural Development Loans = -

The Secretary of Agriculture shall fix the interest rate on rural
development loans (except for guaranteed loans, loans to public bodies
or nonprofit associations for community facilities and operating loans
for rural enterprises under section 312(b€) at a rate not less than
the rate determined by the Secietary of the Treasury. This section
does not apply to loans of a type authorized by Section 306(a)(1)
prior to the enactment of this bill. It does apply to the new types
of loans authorizied by section 304(b), 306(s)(1), or 310A. 'IPhe
Secretary of the Treasury would consider (1) the current average
market yield on similar outstanding obligations of the United States;
(2) the rates prevailing in the private market on similar loans, and
(3) the effect of the Government’s guarantee on the investor’s risk,

lus an additional charge to cover losses and cost of administration.
g‘he additional charge. would be deposited in the Rural Development
Insurance Fund. The prescribed rate would be adjusted to the nearest
¥ of one per cent.

Section 921. Guarantee of Loans

This section defines the term ‘‘insure’’ as used in the Act to include
guaranteed loans. To guarantee a loan means to guarantee the pay-
ment of & loan originated, held, and serviced by a private financial
agency or other lender approved by the Secretary.

’
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Section 922. Order of Preference, Extent of Guaranty

No rural ‘development loan authorized by this title of the bill
(except one to a public body or nonprofit association for community
facilities) is to be made by the Secretary unless he determines that no
other lender is willing to make a guaranteed loan and assume 10
per cent of any loss. This section is applicable only to the new loan
authorities under the new sections 304(b), 310A, 312(b) and 312(c)
and the new authority provided by amendments to section 306(a)(1).
It would not be applicable to-existing loan authorities under section
306(a)(1) or other sections of the law. The Secretary cannot assume
more than 90 percent of any loss on u guaranteed loan.

Section 923. Priority for (‘ertain Water Facility Loans and Grants
Ingmaking loans and grants for community water facilities, the -

Secretary must give higﬁest priority to rura,{ communities of not

more than 5,500 in which an existing water supply system needs

immediate action because of unanticipated deterioration or diminution

of it water supply. The Secretary will utilize the Soil Conservation
Service in rendering technical assistance to applicants.

\ TrrLe 111—RurarL REVENUE SHARING
b_}HORT EXPLANATION

This title authorizes the appropriation of $500 million annually

to be apportioned on a formula bagig among the States. Each State’y
share would then be further nppmed as follows:
(1) one-third would be apportioned and grimedetaanultijurisdictional

planning districts; (2) one-third would be apportioned and granted
td counties for the benefit of the local governments therein; and. (3)
one-third would be retained by the State. The amounts granted would
be used by the recipients for rural development, a rural area being,
An general, the area outside cities of 50,000 or more.

- GENERAL STATEMENT
~x

The concept of the Federal government sharing revenue with State
and local governments for rural community development piufposes
was first proposed by-President Nixon in a Message to Congress on
March 10, 1971 (page 74 of this report.)

The President proposed abolishing eleven categorical grant pro-
grams which were spending $921 lniﬁion in fiscal 1971, adding $179
" million in new money, and creating a pool of funds totaling $1.1 bil-
lion to be divided among the states for use in rural community
development.

Title III provides for ne change in existingj categorical grant
programs nor amendment +efwtheir ‘authorizing legislation. It does
authorize annual appropriations not to‘exceed $500 million for rural
community development revenue sharing. The Committee intends
that revenue sharing funds may be used selectively to expand existing,
as well as to initiate new, rural development programs.

It was the consensus of the Committee that the present categorical
ograms which have been tried ahd proven should be maintaied.
owever, the Committee did approve the concept of giving States,
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districts, and local governments additional funds with more flexibility
in determining how the money could be best spent for rural develop-
ment purposes within their jurisdictions.

" For example, revenue sharing is provided in this title for the pro-
tection, conservation, and [development of the natural resources for
improvement of rural are®s and of rural community development
under the leadership of local entities of government. Conservation
districts under State district enabling legislation are assigned specific
responsibilities for soil, water, and related resource development and,
as eligible local instrumentalities of State government, may be
authorized to utilize State, district, or local government revenue
gharing funds os those entities may determine. '

These rural revenue sharing funds may be used generally for any
purpose which contributes to the enhancement of rural ;areas as a

lace to live, to make a living, and to provide increased employment.
n addition, the funds may be used as the State, district, or local
government’s share of matching funds for other Federal-State formula
or project grant programs. Y

his title provides for the apportionment of the revenue sharing

funds among the States on the following basis: #0 percent on the
State’s rumF'populntion; 20 percent on tﬁe rural per capita income;
and 4Q percent on decrease in the State’s rural population. Each State
must pass one-third of the rural revenue sharing funds it receives o
to substate multi-jurisdictional areawide general purpage planning and
development districts that have been designated as Ctediring houses
under Office of Management and Budget Circular A-95 and a like
amount to local governments within the State. -

The two-thirds thus passed on to districts and local governments
would be apportioned within each State on the same formula basis
as funds are apportioned among the States.

The moni rovided under the revenue sharing authorization
would be available to areas of any State, Puerto Rico, the Virgin
Islands, American Samoa, and Guam which are outside the outer
boundary of any city having a opulation of 50,000 or more and its
immediately adjacent m’bnnizedp and urbanizing area with a popula-
tion density of more than 100 persons per 8quare mile.

In order to become eligible for funds each State must present to the
Secretary of Agriculture a State rural development plan which will
generally be a composite of rural development plans submitted by
_all multi-jurisdictional general purpose planning and development
districts within the State. .

SECTION-BY-SECTION EXPLANATION
STATEMENT OF FINDINGS AND PURPOSE o

Sec. 1001 provides that Congress finds and declares that in order to
provide more effective assistance to rural areas of the Nation for the
purposes of stemming outmigration, stimulating and aiding economic .
development and the creation of job opﬁmrtumties, providing more and
better public works and community development facilities, and as-

sisting in_the solution of farm, home, and other community problems,
it is necessary to establish a program by which States may share in
Federal revenues.
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SusTiTLE A—DEFINITIONS R

Sec. 1002 provides that the definitions contained in the .following
subsections are applicable for the purposes of this Title.

Subsection (a) provides that theﬁm “rural area” imeans territory
within any State, Commonwealth ol*Puerto Rico, the Virgin Islands,
American Samoa, and Guam outside of any city hu}g)xé 8 population
of 50,000 or more, and its immediately adjacent urbanized and ur-
banizing area with a population density of more than 100 persons per
square mile. ’ ,

Subsection (b) provides that the term “rural development” means .
any program or ‘activity -of a State, county, municipu{;ty, township,
town, or multijurisdictional areawide planning and development
district of a State which raise rural per capita income, directly increase
employment or income or otherwise benefits the residents of a rural
area, and that the term ‘‘ural community development prorgams and
activities” includes, but is not limited to, the promotion, establish-
- ment, assistance, lmprovement, and encouragement of g greater
number of programs and activities related to rural development.

Subsection &3 provided that the term ‘rural per capita income”
means the average personal income of population of a rural ares as
defined by this title.

Subsection (d) provides that the te.m “fiscal year” means the fiscal
year of the United States.

Subsection (e) provides that the word “Secretary”’ means 'the
Secretary of Agriculture.

Subsection (f) provides that the word “State” means the several
States, Puerto Rico, the Virgin Islands, and Guam.

Subsection (g) provides that the word “Governor” means the chief
executive officer of each State.

Subsection (h) provides that. the term “multijurisdictional areawide
planning and development district” means an organized planning and
development body composed of two or more counties, towns, town-
ships, {;oroughs, municipalities, or & combination of any sysh govern-
mental units established by or under state law and designuteg under
OMB Circular A-95. :

Subsection (i) provides that the term “Attorney General” means
the Attorney General of the United States.

Subsection (j) provides that the term “personal income” means
such term as defined by the Office of Business Economics of the De-
partment of Commerce, or, as appropriately modified or changed by
the Secretary.

Subsection (k) provides that the term “local government’’ means
& municipality, county, parish, borough, or township as defined and
used by the d,nited States Bureau of tEe Census, but does not include
independent school districts. ,

Subsectionyy(1) provides that the term “‘development plan” means
a plan for the expenditure of funds to which an eligible recipient is
entitled under section 1102. The plan shall include various programs
and activities and growth potentials of the rural areas.

Subsection (m) provides that the term ‘“‘State rural development
planning system” includes a State rural development planning ad-
visory commission, comprised of the Governor and one representative
from each district planning board within the'State to advise the
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- Governor with respect to the formulation of .\S;’MP rural develop-

Q

ERIC

Aruitoxt provided by Eic:

ment plan. Such planning boards shall be comprisetfof elected officials
from docal governments in rural areas within the district. The duties
ghall be determined by State law or the Governor under State law.
Such multijurisdictional planning districts shall.encompass the rural
areas of entire geographic territory of the State. ‘

DATA FOR DEFINITIONS

Sec. 1003(a) provides that, where appropriate, definitions in section
1002 shall be based on reports of the Department of Commerce or the
Office of Management and’ Budget. The latest published data is to be
used in applying these definitions. .

SuBTITLE B—RuURrAL DEVELoPMENT REVENUE SHARING

APPROPRIATION AUTHORIZATION

“Sec. 1101 authorizes the appropriation for Subtitle B of sums with-
outfiscal year limitation not to exceed $500,000,000 for each fiscal year.
&t APPORTIONMENT

Sec. 1182(a) provides that appropriations authorized by section 1101
shall be apportioned by the Secretary to the States in an amoutit equal
to the sum of the amounts determinied in | aragraphs (A), (B), and (C).

Subparagraph (A) provides that-each gtate shall be apportioned an
amount equal to 40 per centum of the total amount to be apportioned
multiplied by a fraction the numerator of which is the population of
the rural areas of such State and a denominator of which is the sum of
the populations of the rural areas of all States. :

Subparagraph (B) provides that each State shall be apportioned an
amount equal to 20 percentum of the total amount to be apportioned
multiplied by a fraction\l{e numerator of which is the average of per
capita incomes of all the States less the rural per capita income of such
State with the difference multiplied by the rural population of the
State at the same point in tuge, and the denominator of which is the
sum of the numerator of all ¢ tgztos. However, if the rural per capita
income of a State is greater tharthe average of the per capita incomes
of all the States, the difference is:considered zero.

Subparagraph (C) provides thatieach State is to be apportioned an
amount equal to 40 per centum of the total amount to be apportioned
multiplied by a fraction the numergtor of which is the numerical
decrease of tele population of the rural:areas of such State (the Secre-
tary is to take into consideration ¥ﬁ61j migration trends) and the
denominator of which is the sum of the numerical decreases in the
population of the rural areas of all States i which numerical decreases
in the population of rural areas took place.

Section 1102(b) provides that one-third of the amount apportioned
to each State under section 1102(a) shall he divided among the
multijurisdictional areawide planning and de lopment districts of
such State so that each district will receive an amount equal to the
sum of the amounts determined in paragrpahs (A) (B), and (O).

Subparagraph (A) provides that each district shill be apportioned
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an amount equal to 40 per centum of the total amount to bk appor-
tioned multil(jiod by a fraction the numerator of which is th popula-
tion of the rural areas of such district and the denominator of which is
the sum of the populations of the rural areas of all districts

Subparagraph (B) provides that each district shall be approtioned
an amount equal to 20 per centum of the total dmount to Le appor-
tioned multipsod by a fraction the numerator of which is the average
per capita incomes of all the districts less the rural per capita income
of such district with the difference multiplied by the rural population
of the district at the same point in time, and the denominator of
which is the sum of the numerator of all districts. Howaver, if the
rural per capital income of a district is greater than the averaze of
the per capita incomes of all the districts, the difference is considered
zero.

Subparagraph (C) provides that each district is to be apportioned
an amount equal to 40 per centum of the total amount to Le appor-
tioned multip,iod by a fraction the numerator of which is the numerical
decrease of the population of the rural areas of such district (the
Secretary is to take into consideration prior migration trends) and
the denominator of which is the sum of the numerical decreases in the
population of the rural areas of all districts in which numerical
decreases in the population of rural areas took place.

Section 1102(¢) provides that one third of the amount apportioned
to each State under section 1102(a) shall be divided among the local
governments of such State so that each local government shall Teceive
an appropriate share of the amount to which its county is entitled
under paragraphs (A), (B), and (C).

Subparagraph (A) provides that each county (which shall include
any similar subdivision of a State which is not divided into counties)
shall be entitled to receive for the local governments therein an
amount equal to 40 per centum of the total amount to be apportioned
multiplied- by a fraction the numerator of which is the population of
the rural areas of such county and the denominator of which is the
sum of the populations of the rural areas of all counties.

Subparagraph (B) provides that each county shall be entitled to
receive for the local governments therein an amount equal to 20 per
centum of the total amount to be apportioned multiplied by a frac-
tion the numerator of which is the average per capita incomes of all
the counties less the rural per capita income of such county with the
difference multiplied by the rural population of the countK at the same
point in time and the denominator of which is the sum of the numerator
of all counties. However, if the rural per capita income of a county is
greater than the average of the per capita incomes of all the counties,
the difference is considered zero.

* Subparagraph (C) provides that each county shall be entitled to
receive for the local governments therein an amount equal to 40 per
centum of the total amount to be apportioned multiplied by. a fraction
the numerator of which is the numerical decrease of the population
of the rural areas of such county (the Secretary is to take into con-
sideration prior migration trends) and the denominator of which is
the sum of the numerical decreases in the population of the rural areas
of all counties in which numerical decreases in the population of rural
areas took place,
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Section 1102(d) provides that each State shall be entitled to one-
third of the amount apportioned under gectibn 1102(a).

Section 1102(e) provides that until the Stute, district, or county is
authorized to receive funds and carry out activities as provided by
this Act, or in the event it refuses to accept such funds, the funds to
which it would have been entitled shall be gvailable for allocation by
‘the Secretary for the purposes of this subtitle.

Section 1102(f) provides that the computations and determinations
by the Secretary shall be final and conclusive.

STATE RURAL DEVELOPMENT PLAN

Section 1103 provides that cofffnencing with fiscal year 1973, as a
condition precedent to receiving entitlements under section 1102, the
Governor of each State shall publish and submit a State rural develop-
ment plan to the Secretary of Agriculture, which shall be formulated
through the State rural development planning system or an alternative
rural development planning system which assures consultation and
coordination with substate multijurisdictional planning and develop-
ment district and local government. Amendments to such plan may
be submitted prior to the end of the fiscal year to which such plan
relates. Development plans and amendments thereto shall not be
subject to approval by the Secretary. This section requires that such
plans take into account the rural development plans prepared by
districts and local governments.

Section 1104 provides that each State is authorized to expend its
gection 1102 entitlement moneys for rural development as defined in
section 1002(b). ‘ ,

SuBTITLE C-—ADMINISTRATION

PAYMENTS TO STATES, DISTRICTS, AND LOCAL GOVERNMENTS /

Sec. 1201 provides that the Secretary shall make payments to each”
State agency at such intervals and in such installments as he shall

determine.
RECORDS, AUDITS, AND REPORTS

Subsection (a) of section 1202 provides that revenues shared by the
States, districts and counties are to be accounted for as Federal funds.
Subsection (b) provides that each state, district, and county must
utilize proper disbursement and accounting procedures, maintain and
provide the Secretary with access to books, documents, records, etc.,
and make such r(g)orts as the Secretary may require. , k

. BALANCED GROWTH POLICY

Sec. 1203 provides that shared revenues shall be expended in accord-
ance with the provisions of section 901(a) of title IX of the Agricultural
Act of 1970, Public Law 91-524. :

NONDISCRIMINATION

Sec. 1204 provides that shared revenues shall be considered as
Federal financial assistance within the meaning of Title VI of the
Civil Rights Act of 1964 (42 U.S.C. 2000Cd).

+
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RECOVERY OF FUNDS

Subsection (a) of section 1205 provides that if the Secretary deter-
mines, after ?iving reasonable notice and opportunity for hearing, that
& State has failed to comply substantially with the provisions of this
title, he shall (1) refer the matter to the Attorney G‘:aneral for appro-
priate civil action; or (2) notify such State that if corrective action ig
not taken within 60 days of such notice that such State’s revenue
share will be reduced in the same or succeeding fiscal year by an
amount equal to the funds which were not expended in &Ccord);nce
with the title’s provisions; or (3) take such other action ab may be
provided by law. . ‘o
Subsection (b) authorizes the Attorney General to seek appropriate
court( x;elief with respect to a matter referred to him under subsec-
tion (a). ‘ ’
Subsection (c) authorizes a State to file a petition in an appropriate
U.S. Court of Appeals to review the Secretary’s reduction o such
State’s revenue share pursuant to subSectionmgz), and provide rules '
of procedure and for Supreme Court review with respeGt to such

petition. ’
_POWERS OF THE SECRETARY

Sec. 1206 vests the Secretary with general administrative powers to
carry out effectively the provisions of this title.

AGREEMENTE BETWEEN STATES, DISTRICTS, AND LOCAL GOVERNMENTS

Sec. 1207 gives Congressional consent to cooperation and agree-
ments between States, districts, and local governments. :

[ ]
REPORT BY THE SECRETARY

Sec. 1208 requires the Secreta 7 to make an annual report to the
President and the Congress Tegarding the programs conducted under,
and general effectiveness of, this title, :

ADMINISTRATIVE EXPENSES

Sec. 1209 authorizes, without fiscal year limitation, such sums as
may be necessary to administer this title.

LOCATION OF INSTALLATIONS

Sec. 1210 provides that all installations located, relocated, or con-
structed with shared revenues shall conform to section 901(b) of the
Agricultural Act of 1970, Public Paw 91-524. b

'LABOR STANDARDS

Sec. 1211 provides that the provisions of the Davis-Bacon Act,
relating to the payment of prevailing wage rates, shall be a{)plicable
to certain projects assisted by shared revenues under this title.
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RELOCATION COSTS

-Sec. 1212 provides that no Federal relocation contribution in
addition to shared revenues ghall be provided to assist those displaced
by commuinity development activities under this title.

.. MATCHING GRANTS

Sec. 1213 provides that rural community development funds may
be used by a State multijurisdictional areawide planning and devglop-
ment district, or Tocal government as matching shares for Fgderal

grant programs which contribute to rural development.

, EFFECEIVE DATE
Sec. 1214 provides that th:cfﬂective date of this title shall be
July 1, 1972. :

v

TyrLe IV—AMENDMENTS To THE WATERSHED PROTECTION AND FLOOD
! PREVENTION Af} - : :
2

SHORT EXPLANATION

This title would amend the Watershed Protection and Flood

Prevention Act to— - .
(1) \extend the definition of “works of improvement”’ to any
 undertaking for the conservation and proper tilization of land
~ and permit cost-sharing therefor; (Section 1301 (a), (b) and (f))

(2) provide for up to ten year agreements under. which the
Secretary would shaYe the cost of soil and water . conservation
practices on lands within the areas covered by watershed projects
under that act or section 13 of the act of i,)ecember 22, 1944;
(Section 1301 (c)) : , ’

(3) permit funds appropriated for other acts to be used in the
acquisition of lands now required to be atquired by the local
orgmz(iiz)s;.tion without cost to the Federal government; (Section
1301 '

(4) authorize the Secretary to pay the cost of Indian lands
needed for works of improvement thereon; (Section 1301(e))

- (8) f)ermit the Secretary to assume an appropriate part of the
. cost of installing any work of improvement applicable to water .
quality management; (Section 1301(f))

(8) permit the Seeretary to pay up to 50 percent of the cost of
storage for present mumcipn{) and industrial water demands;
(Section lSOl(g{) :

¢7) require plans which include (a) features which may affect
the public health, or (b) water ollution control measures, to be_

submitted to the Secretary of Health, Education and Welfare or
the Administrator of the Environmental Protection, Agency,
respectively. (Section 1301 (b))
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GENERAL STATEMENT - -.

Title' IV would further broaden and incresse the nsefulness, of the-
watershed program under Public. Law 83-566. The watershed" rogram
has been a major force in meeting :the’ water, land, :and related re-
source needs in watersheds and in improving the economy of rural

. _communities. There are two related areas in which ‘the program’ can
‘make a’ greater contributien toward meeting broad national needs.
These are in dealing with problems relating to (1) rural development

- and (2) the total environment. . N

. Title IV would amend the Watershed Protection and Flood Preven- -

tion Act (Public Law 83-566) as amended, to (1) authorize the
. Secretary of Agriculture to cost-share in watershed projects for
needed measures planned and installed in cooperation with public
. agencies and local organizations that would restore, improve, and
maintain the quality of the environment, and cgst-share for reservoir
storage for water quality management; (2) authorize the- Secretary ,
of Agricutlure to enter fto long-term contracts with*landowners and 2
operators for making changes in cropping systems and land uses and

for installing needed soil and water conservation practices in water-

shed projects; (3) ‘authorize local organizations to use federal funds
available to them, other than those appropriated for the purposes of ®

the Watershed Protection and Flood -Prevention Act, in acquisition
of land, easements, and rights-of-way néeded in connection with
works bf improvement in watershed p_ro{ects; (4) authorize the Secre- . 1~ _
tary of Agriculture to pay the cost 6f lands, easements, and rights- -

" of;way needed for works of improvement to be installed oR; privately
owned Indian lands; (5) authorize the Secretary of Agriculture to
bear not to exceed one-half the cost-of storage of water added to any -

s reservoir constructed or modified under the Act to ‘meet, present de-
mands -for municipal, industrial, or rural developfent needs; and
(8) modify the languege in the Act with respect to assurances for
repayment ,of costs of water supply for anticipated future needs by
requiring a reasonable showing that there is an anticipated need for
the water and that the local organization or an authorized state agency
gives assurances satisfactory to the Secretary of Agriculture that the
federal government will be reimbursed the cost of such water sapply.
Also inc%uded are provisions for coordination with the Administrator
of the Environmental Protection Agency and the Secretary of Health,
Education, and Welfare, respectively, on work plans which would
include works of improvement for the revention, control, and abate- R
ment of water pollution or which incl?xde. features® which may affect °
the public heultg. | ' ‘ .
1 Acquisition of Land Rights on Privately Owned Indian Lands.—In
some states, Indian holdings are owned by private individuals although

¢* the Indians are under the jurisidiction of tﬁe Bureau of Indian Affairs,
U.S. Department of the Interior. It is the policy of that Department
that no-Indian can convey an interest in rights to*such: lan(i) without
being reimbursed. This requirement has hindered, or in some eases,

" prevented, the carrying out of needed project measures. Since this

requirement stems from a federal a%ency policy, the Committee thinks

* it reasonable that the Secretary of Agriculture be authorized to pay
for needed land, easements, and rights-of-way iI],VOlVinésu‘ch privately

\;‘ -
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owned Indian-lands. ,
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Long-term C«mtractigén Watersheds.—This au;endmen.t would au-

thorize the Secretary of Agriculture to enter into & epments for
periods of not to exceed ten years with landowners an operators to
share the cost of carrying out conservation plans within watershed
projects. It would result i accelerated and intensified application
of gra,ctices and measures fof erosion control and otherwise to cornserve
and develop the soil and water resources of farms, ranches, and other
lands in project areas. It whuld assist in bringing about orderly com-
munity and resource development. Cost-sharing contracts between .
" landowners "end the Department of Agriculture, based on plans
developed in cooperation:with and approved by the soil and water
conservation district involved, would assure application of planned
messures on & definite time schedule. This arrangement would ac-
celerate establishment of needed land treatment an?speed up schedul-
ing of structural works of improvement. Similar cost-sharing arrange-
ments have already proved their effectiveness in the Great Plains

- Conservation Program administered by the Soil Conservation' Service.

Municipal, Industrial, or Rural Community Water Supply -

The Secretary of A.%riculture would be authorized by this title to,
bear up to one half of the cost of the storage of water for present

usey for municipal, industrial, or rurd] community water that may be
provided in any reservoir structure nstructed or modified under «
the provisions of -Public Law 8356624t the present time,- local
interests are required to bear the entire cost allocated to that purpose ’
from sources other than funds appropriated under the Act.

. An adequate, dependable supply o? good quality water ig basic to

the stability and potential for growth of any rural community, town,

or industry. Reservoirs with the amount of capacity suthorized for .
inclusion ip watershed projects can provide a dependable supply of
water to meet the needs in rural America. Unfortunately, many rural
communities lack sufficient funds and legal authority to provide the
néeded water supply facilities by themselves. :

Broadening the authority of Public Law 83-566 to provide federal
cost-sharing for water supply to rural communities can have a m¥jor
impact in producing economic growth, roviding jobs, and developing
a more comfortable and better way of life in many town and country
areas. In addition, improvement of the economy of these areas should
help to reduce the migration of rural residents to already crowded
urban centers. This amendment will do a great deal to increase the
already large contribution of this program to rural community
development. : : :

STATUS OF WATERSHED PROGRAMS

. The 1968 revision of the Soil and Water Conservation Needs In-
‘ventory shows gver 19,000 upstream watershed areas with resource
problems. About 8,900 contmnin§1 over 726 million acres, or about
one-third of all land in the United States and Puerto Rico, are con-
sidered feasible for project detion at this time. As of March 1972,
applications under ublic Law 83-566 had been received on 2,937 -
watersheds. Planning assistance had been authorized on 1,643, and
1,059 projects—slightly under 12 percent of the potential-—had been
approved for operations. .
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* The 5,788 fleodwater-retarding and multipurpose dams, 6,646 miles
of channel improvement, and other structu‘:'lt;[l) and land treatment
measures already installed provide increasing benefits each year as
they continue to function. They have upgraded the living conditions
of many thousands of people by preventing an estimated $220 million
in ﬂoog and sedimenﬁpdamages. The quality of downstream waters
has been maintained or jmproved through soil conserving practices
which keep an estimated 208 million tons of productive topsoil in

& place. In .addition, about 15 million tons of sedimént have been

& trapped in floodwater-retarding dams to date and thus removed from
further travel downstream. :

Equally important*to rural residents are the water supply and
recreational developments they have built into their projects. Some
78 communities and 464,300 people no longer have to worry about
adequacy of municipal water supplies. Water-based recreation is a
reality in terms of more than 5 million visitor-days of use on 94 lakes
behind dams which also serve to hold floodwaters when needed. Most

: of these 94 lakes are ones on which the Soil Conservation Service has

rovided cost-sharing for recreation facilities. They do not include the

" hundreds of others where incidental recreation. has developed in the
sediment pools of floodwater-retarding structures.

The magnitude of the’problem, much of which remains to be dealt
with, is rggzcted in the following table:

o

LAND AND WATER RESOURCE PROBLEMS FEASIBLE FOR PROJECT ACTION

* ' . Estimated
annual Persons
damage or directly
“ K Potential . affected
Projects Area * benefits annuall
Problam (number) (1,000 acres) ~(millions) (millions;
Floodwater and sediment damage—Agricultusal ________ 7,973
Floodwater and sediment damage—Urban ... 0 . 3,258
Erosiondamage.._ ... ... ___ 5,198
. Drainage_.._____ 5,253
Irrigation . _______ - 2,182
‘Rurat water SUpply. ... - 2,900 _.
Muricipai and industrial w_rter supply. e 2,800 ..
Recreation and fish and wildlite.__ _ 6,500 _.

Water quality controj____,____ T _TITTTTTTTmemmemm &400 DTS

! includes residential fiooding only. In addition, 32,000 ial establishments are directly affected, along with an
undstermined number of industrial properties. )
# Visitor days of annual uge.

Note: Abou})% of the $1,000,000.000 annua! flood and sediment damage occurring i upstream afeas is found in ap-
pr ly 8,000 projects areas considered feasible for project action now. Instailation of structural measures in these
‘project areas is expected to pravide protection to about 10,000,000 people.

. Source: 1967 National Inventary of Conservation Needs, U.S. Department of Agriculture.

SECTION:BY-SECTION EXPLANATION

Section 1301 amends the Watershed Protection and Flood Preven-
tion Act, as amended. ‘

Subsection (a) amends section 1 of the Act to broaden its purposes
to include the cons:}tzktsig{ and utilization of land, as well as the con-
servation, development, ilization and disposal of wgter. The inclu-
sion of these purposes recognizes the interrelationship between land

Q ‘ .
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and water resources, and will permit greater utilization of thﬁ,ﬂpt
in the enhancement of the quality of the environment. b

Subsection (b) amends section 2 of the Act to include in the defini-
tion of “works of improvement’’ authorized to be included in plans,
works of improvement for the conservation and proper utilization of
land. This amendment is needed to nssure that all authorities under the
Act will be consonant with the broadened purposes of the Act.

Subsection ) amends sectian 3 of the Act to authorize the Secreta
Srooa i

to enter into long term agreements of not to exceed 10 years wi

landowners, operators, and occupiers in the development and carrying
out of conservation plans in project areas which are needed to {fully
implement the land treatment aspects of work plans required by the
Act. Such suthority would also be extended to the eleven watershed
improvement programs authorized by section 13 of the Flood Control
Act of December 22, 1944. Provision is included which would permit
the Secretary to preserve cropland, crop acreage, and allotment his-
tories in connection with such agreements. :
Subsection (d) amends the strict requirements of paragraph (1) of
section 4 of the Act to permit local organizations in the furnishing of
required lands, easements, and rights-of-way for projects to use ¥ed-
eral funds which otherwise coul«f be made available to them under
other Federal programs. . :
Subsection (%) also amends the strict requirements of paragraph (1)

_ of section 4 with respect to the acquisition of lands, easements, and

rights-of-way, and would permit the Secretary to pay from funds
appropriated for purposes of the Act the cost of such lands, easements,
and rights-of-way needed for project works of improvement which are
located on privately owned Indian lands. |

Subsection (f) amends clause (A) of paragraph 22) of section 4 to
include works of improvement for water quality management as
eligible for cost-sharing assistance by the Secretary. Such works of
improvement currently may be included in plans, but are not eligib
for cost-sharing assistance. It also adds as eligible for. cost-shari
assistance works of improvement for the conservation and proper
utilization of land, which is consistent with the broadened objectives
of the Act. .

Subsection (g) would authorize the Secretary to bear up to 50
percent of the cost of water storage included in any reservoir for
present municipal and industrial use. It would also amend the Act
to provide, wit% respect to future water supply, that the Secretary
may also accept assurances of repayment by an authorized State
agency, which assurances need not be supported by the immediate
issuance of bonds or other obligations. '

Subsection (h) amends subsection (4) of section 5 of the Act which
presently provides interagency consultation on watershed work plans
developed under the Act. In addition to consultations presently
provided for, consonant with the broadened environmenatl and rural
develo ment purposes of the Act, plans which include features whieh
will af?ect the public health will receive a review by the Secretary
of Health, Education, and Welfare, and plans which include measures
for the control and abatement of water pollution will receive the
review of the Environmental Protection Agency.
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TiTLE V—AMENDMENTS To THE BANKHEAD-JONES
FarM TENANT AcT

SHORT EXPLANATION
‘This title would— '

(1) amend the Bankhead-Jones Farm 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 advance
the cost of storage for future needs; and (ii) share in. the cost
of installing measures-for water quality management, the control
and abatement of agriculture—r&ated pollution, thé disposal of
solid wastes, and storage and withdrawal of water for rural
fire protection; (Ségtion 1401) ’

(2? require the S§retary to carry out a land inventory and
monitoring program aW_issue a land inventory report at not less
than five-year Intervals. (Section 1402) -

- GENERAL STATEMENT

The Resource Conservation and Development Program, carried out
id groject areas in cdoperation with fedgral, state, territorial, and other
public agencies and local nonprofit organizations, assists local people
to develop and carry out dynamic programs to improve the quality
of life in rural America. Experience in the 98 projects authorized to
date indicates that one of the more important ways of achieving
national objectives for rural development is through installation of
community facility-type measures that enhance the economic climate
and environmental quality of project areas.

The U.S. Department of Agriculture during the past several years
under the lead%rship of the Soil Conservation Service, and with
assistance of a number of other federal, state, and local agencies
updated the National Inventory of Soil and Water Conservation

eed$. One phase of the inventory identified areas in which rural
community water supply problems can be solved only by cooperative
action through formal organizations having legal status to install and
operate and maintain: needed improvement measures. The inventory
shows that project action is needed to provide adequate rural water
supplies in nearly 5,600-areas of the United States and, Puerto Rico.
These are -areas in which presently developed surface and ground
water supplies are inadequate for present and future domestic water
needs. Many of these areas are in resource conservation and develop-
ment projects where one of the real significant keys to enhancement
of the economy rests with the development of adequate water supplies
to create a suitable environment for living, and in providing water
supplies needed to hold and attract industry.

nder existing law the Secretary of Agriculture is not permitted to
cost share for the development of rural water supplies with Resource
Conservation and Development Program funds. The ability to provide
such assistance would do much to advance the purpose of resource . =~ .
conservation and development projects: to conserve, use, and develop
the natural resources of project areas in a way which will create .
employment opportunities and increase rural income. In addition, it
would provide a greater incentive to local people to make a more
- .
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thorough evaluation of present and anticipated future water manage-
ment needs for all purposes as they plan for the use of scarce reservoir
sites. In many instances they are now inclined to plan for a single
purpose, or at any rate less than full utilization of sites, without
adequate consideration of present or long term community needs.
Financial assistance for rural water supply deyelopment would put
that purpose in a more f[avorable competitivg” status with other
urposes including flood prevention, recreation’and fish and wildlife
or which federal financial assistance is now provided.

The National Environmental Policy Act of 1969 requires federal
agencies to administer existing policfes, regulatiods, and laws in the

" broadest sense possible to improve, maintain, and preserye the quality

of the environment. Resource conservation and development projéct
sponsors have iderftified many mensures that are needefl for the pro-
tection and enhancement of environmental quality jn rural areas.
They are measures which are recognized as being sofely needed by
economic conditions and priorities for the ocal funds force
sponsors to defer installation of many such measures. Legislation is
needed to give the Secretary suthorities so that he ma}, provide
technical and financial assistance for installing measures which can
be clearly justified as environmental measures of concern to federal,
state, and local public agengies. Expertise exists within the Depart-
ment to provide this kind 0? assistance. (utegories of environmental
improvement measures requiring program asslstance are:

©u. Water Quality 'Alana,gemen(f—lgod(-ml financial assistunce for
water quality management is not now provided for in resourge _con-

servation and development pmf’ects but is authorized for mainstream’
eral- {)rograms. This proposal would.

developments under other fec
remove this inconsistency and would!provide for the maintenance
of water quality beginning at the farthest upstream points where
pollution may occur. Wiiter retention reservoirs would release water
during low stream, or other critical, flow periods to improve fish and
aquatic habitat, reduce bivdegradation, and reduce_costs to water
users downstream. This nuthorization will complement tather than
run counter to the National policy to stop point pollution at its source.

b. Disposal of Solid Wastef— Properly located, constructed, and
operated sanitary landfills constitute an acceptable means of disposing
of various solid waste materials. Well-designed landfills to meet
community needs can be an asset and (losirzﬁ)le addition to a water
disposal and land utilization system. Clare must be exercised in seléc-
tion of soils suitable for landfills. Attention must be given to
possible pollution of ground water, and proper drainage muyst be
afforded. This authorization will snpplement and support the solid
waste disposal program authorized by the (onsolidated Farmers Home
Administration Act of 1961, as amended.

¢. Control and Abatement of Agriculture-Related Pollution.—Agricul-
tural wastes and odors often contribute to pollution of the overall
environment through contamination of air, water supplies, streams,

“and land areas. Such enterprises can be detrimental to propose

industrial and recreational developments i RC&D projects. Local,
interests may not be financially able to comply with environmental
standards, if applied, and might otherwise have to go out of business.

To provide for continued operation of these facilities to the benefit
of the community and not preclude development of cogpponent parts

bu-.
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of the resource congervation and development project, RC&D funds
are needed to help finance relocation or modification, ‘or to help with
construction of iagoons, holding ponds, waste disposal recycling
systems, or other projects.

he increased usge of water resources, ever greater tonnages of
waste products to be dispoZed of, a wide variety of lethal chemicals
and pesticides and increased animal concentrations creating severe
animal waste disposal p:?blems require immediate attention if we
are to reduce water pollutjon and develop effective means of recycling
wastes back to the land, in- a manner consistent with rather than
deterimental to rural community development.

d. Water Storage for Fire Protection.—There are many needs and
opportunities in resource conservation and development projects for
communities to develop facilities for the storage of water for emergency
used. These include tﬁe need for supplies to provide fire protection
for fural dwellings and buildings and natural resources includihg

forest and rangelands. The need for such facilities has been recognized ,

by resource conservation and development project sponsérs in a
large percentage of the areas where the program now operates.
. Eespite the widespread recognition of such need, local sponsoring
organizations often are unable to follow through and install the
measures. They are faced with hard choices on where their limited
financial resources should be expended and often must place facilities
Eelow schools,
roads, and other public facilities.

Authority permitting the inclusion of storage of water for rural
fire protection as a measure eligible for R( ‘&% financial assistance
would be an added inducement to local people to install measures
needed to protect capital investments and natural resources in rural
areas. It would also encourage local people to incorporate storage
for such purpose in other structures they are now installing for a
single purpose or at less than full beneficial use of scarce reservoir
sites. ’Fhis provision will complement and support the fire protec-
tion program provided by Title VI.

Section 1401 authorizes the Serretary of Agriculture to promnote
rural community development by furnishing technical and cost-
sharing assistance to eligible public agencies and local nonprofit
organizations in planning and carrying out RC&D project plans for

. the fo]lowing types of works of improvement.

(1) Rural Community Water Supply.—The amendment would

provide for reservoir storage of water to include present and future

water supply needs for rural communities. The public agency or
organization would be required to pay not less than 50 percent of
the cost of water storage to meet present needs and all of the cost,
of storage for anticipated future demands. The cost for storage to
meet future demands could not exceed 30 percent of the total cost
of the reservoir structure. Such agencies and organizations would
need to present evidence that the capacity for future use will be used
in a period of time permitting repayment of its cost within the life
of the structure. An interest-free period would be provided for the
costs of the future use capacity for a period of 10 years or until the
capacity is first used, whichever occurs first. :
(2) Water Quality Management— Control and Abatement of Agricul-
ture-Related P ollution, Disposal of Solid Waste Materials, and Storage

RIC

P
6 {

R

A




Aruitoxt provided by Eic:

ERIC

61

of Water in Reservoirs, I'arm Ponds, or Other Impoundments for Rural
"ire Protection.—In addition to technical assistance needed for plan-
ning and installing such measures, the Secretary would be authorized
to provide financial assistance in such preportionate share as he
determines to be equitable in consideration of the national needs
and assistance authorized for similar purposes under other federal
programs. Works of improvement for water quulity management
would consist primarily of water storage capacity in reservoirs for

regulation of streamflow and would be consistent with standards and .
- regulations adopted by the Water Resources. Council on federal cost

sharing for water quality management.

The proposed legislation, by providing authority for assistance on
water storage for rural community water supply, water quality
management, and for rural fire protection purposes will provide a
real incentive to local people to make a more thorough overall assess-
ment of total community water management and should do much to
encourage more comprehensive natural resource planning. In addition,
it should expedite the installation of many highly dosirabﬁz&
ty?e measures identified in RC&D project plans but which are often
deferred because of scarce resonrces in rural areas.

The provision of an authority to provide tethnical and financial
assistance for the disposal of solid wastes willif«??glp to assure that
sanitary landfills and other methods of solid wagty disposal in rural
areas are carried out in a manner that will ful‘zy?nf,_(;g nize environ-

mental values. This will result from a more careful selé®tion of sites.

to consider soil, water, and land characteristics of sites. Care would
be exercised that sites be so located as’to preclude pollution of ground
and surface waters, and with full recognition of scenic values.

Status of the Resource Conservation and Developnfent Program (including rural
. renewal projecls)

Program data as of February 29, 1972:

Projects in planning. _ ... . _.. ... .. iaaal. o ien 30
Projects in operations. . __ . g 68

Total authorized projects .. .. ... ..... U, 98
Applications on hand . . o I )
Budget estimate new starts for fiscal year 1973 ... ... 20

In 65 projects authorized for operations ns of June 30, 1971, spon-
soring agencies had identified 9,296 specific.uctions (project measures)
to be carried out to nccomplish their objectives (e.g., flood prevention
structure, recreation development, wood processing plants, facilities
for disposal of solid wastes). Following is a summary df the status of
those measures: ,

Status of project measures

. Number
Planning underway during fiscal year 1970 . ... ... ... 3,462
Being installed during fiscal year 1971 ... ... ... .. ... 2, 444
Completed and placed in operatign during fiscal year 970, . ... 1, 141

Total active project measiires during fiscal year 1971_______._____ 7, 047
Completed and placed in operation prior to fiscal year 1971 _______. 2, 249

Total measures to date . oL 9, 296

It should be noted that local sponsors through fiscal year 1971 had
completed and placed in operation 3,390 project measures. They are
measures and facilities which have created new job opportunities,

community- .
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increased project area incomes, and have enhanced environmentul
ased ; ahiid Y !
quality in project areas. I'héy reflect the extent to which RC&D
Eroject sponsors have been able to carry out plans in & manner that
as real impact on rural- development. Following is more detailed
information on the 7,047 measures that were active during fiscal veur

1971. »
TYPES OF MEASURES THAT WERE ACTIVE DURING FISCAL YEAR 1971
Number Percont
Active project measures:
Accelerated sorvices .. . e 825 1.7
Agriculturat water management devolopments. .. . 314 4.5
Recreational devclopments. . - 1,256 17.8
Witdiife developments. _ 5 2.6
' Watershed developments (Public Law 566" . s 294 4.2
Water deve!opmentséothev than Public Low 586) _ . .. . . 599 8.5
- Land stabihization and critical aroas 534 1.6
Special recource studies and inventonies. .. . 435 6. ?
Highways, roads, trails, sconic highways . _ . . 344 4,
Range improvoment groups . N . . 79 1.1
Altzncultuve and woogd-using’ industnos .. 177 2.5
Other irdustnies established . . . _ L 117 17
Public service facilities . L 706 10.0
{ndustrial parks and other developmonts.. . . . 129 1.8
Rursf water tines .. . . 238 33
Rural sewer lines . R 99 1.5
Beautification (special measures) . 142 2.0
Educational measures. .. .. .. . . . 359 5.2
Other. . ... e e e 215 3.0
100. 0

Total . Crieree e e e e e . 7,047

Note: The wide range of project measuras bonmz; nfanned further (Hustratae the interost and ahility of local peopls,
given the proper type of encouragement and assistanca, to carry out the full scope of moasuras that are so essential to
meaningful rural develspment,

SECTION-BY-SECTION EXPLANATION .

Sec. 1401 amends Section 32(e) of Title of the Bankhead-Jones Farm"
Tenant Act to broaden the authority of the Secretary to assist in the
carrying out of local resource conservation and development and rural
renewal plans developed in cooperation with Federal, State, local
public agencies, and local non-profit organizations.

Subparagraph (1) authorizes the Secretary to assist in the develop-
ment of storage of water for present or anticipated future demands
or needs for rural community water supply. The cost of storage to meet
future demands could not exceed 30 per centum of the total estimated
cost of the reservoir structure, and the cooperating local public agency
or local nonprofit organization with respect to such future demands
would be required-to give reasonable assurances, and there wonld have
to be evidence, that demands for.such water supply would be made
within & period of time which would permit repayment of the cost of
future water supply storage within the lifé of the reservoir structure.
The public agency or local nonprofit agency would be required to pay
not less than 50 per centum of the cost of the storage for present water
supply needs, and to repay all of the costs of storage for future needs
within the life of the structure, but in no event to exceed fifty vears. No
repayment for future needs would be required until such supply was
first used. Interest would accrue from'the time the future supply is
first used, but in no event would the interest free period exceed ten
vears. The interest rate would be the average rate payable by the

reasury upon marketable public obligations outstanding at the
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beginning of the fiscal year in which the first advancement on account
of such water supply 18 made, whick are neither due nor callable for
redemption for ﬁ}teen vears from date of issue.

Subparagraph (2) would authorize the Secretary to provide, in carry-

ing out resource conservation and development and rural renewal
plans authorized to be made under the Act, for the benefit of rural
communities, technical and other assistance, including cost-sharing
assistance, for the installation of mensures and facilities for water
quality management, for the control and abatement of agriculture-
related pollution, for the disposal of solid wastes, and for storage. of
water in reservoirs, farm ponds and other impoundments, together
with necessary withdrawaf appurtenances, for rural fire protection.
The cost-sharing assistance suthorized for these measures and facili-
ties would be that determined by the Secretary to be equitable in con-
sideration of National needs, and assistance authorized for similar
purposes under other Federal programs.
" Section 1402 direcfd the Secretary to carry out a new program of
land inventory and lonitoring for guidance of community (%evelop-
ment for a balanced rural-urban growth, for identification of prime
agrictlture producing areas that j\ould be protected, and for use in
protecting tLe quality of the environment. Such program will include
studies and surveys of erosign and sediment damages, floodplain
identification and utilimttion,t%(&nd use changes and trends, aml the
degradation of the environment\ resulting from improper use of soil,
water, and related resources. The Secretary would be required to issue
land inventory reports at intervals of not less than five years.

/ TitLe WI—Rurar Comvexity Fire ProTECTION
SHORT EXPLANATION

This title nuthorizes 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 Secretary of Agriculture to provide financial, technicul,
and other assistance to approk)riute State officials in cooperative efforts
to organize, train,ind equip local forces to prevent, control, and sup-
yress wildfires in rural areas and rural communities of 5,500 or less.

‘inancial assistance could not exceed 50 percent of budgeted or actual
expenditures, whichever was less.

‘  GENERAL STATEMENT
Need for the Program _

Many families in rural areas of America spend their lives knowing
that the material basis for their existence are unprotected and vul-
nerable to man’s oldest enemy—uncontrolled wildfire.

The hazards are real. Terrible losses in human life, livestock, wild-
life, crops, manufacturing plants, industrial complexes, second-home
communities, and-other values are sustained each year. An estimated
1,000 lives are lost in rural fires annually. In 1968, farm property losses
to wildfire were estimated at $227 million.

An estimated 48 million gople, and property values totaling more
than $200 billion, are virtua mprotoctc-(f. An estimated 8.5 million
acres of unprotected rural lands are burned over annually.
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In many rural arens, outside larger communities, particulafly in th.
ogen country, there is fittle if any organized cupubiiity to combat even
the smallest wildfire emergency. Specifically, the need is for well-
equipped, well-trained fire fighting crews throughout rural America, a
need which has not been met in most non-forested areas.

Program Approach

This title is designed to set in motion a widespread increase in the
firefightin cupablﬁi’zy of the citizens and communities .of rural
America. Financial incentives, technical, leadership, and organiza-
tional assistance will be made available for a three-year period to
encourage local initiative and involvement.

The basic approach is to make Federal “matching funds’’ available
to States un(LtL(-ir rural communities, including Indian tribes. These
funds could be used to purchase needed equipment and provide train-
ing for local firefighters. :

éi*‘edorul funds, up to 50 percent of the total costs of equipping,
organizing, and training the local fire fighting groups, would be
available to upprovodfurticipunts in communities having a population
of 5,500 persons or less, not inchided in a standard metropolitan
statistical area. :

A report to Congress would be due within two years of enactment
indicating whether or not the program is providing a catalyst and a
momentum toward improved {jre protection in runﬁ areas.

Program Organization

The program would be coordinated ctbsely with other Forest Service
programs including : the Cooperative Forest Fire Control Program now
operational in 50 States and Puerto Rico; a strong forest fire research

'E‘roigmm; forest fire prevention activities; technical assistance to other

ederal agencies; and international leadership in wildfire protection
compacts and mutual assistance agreements.

Foreat Service experience with the States dates back to 1911. The
rural fire pratection program proposed in this Act would build on this
time-tested teamwork estub‘]ishod by the Forest Service, State
Forestry agencies and local governmental and private forest owners.

SECTION BY SECTION EXPLANATION

Section 1604 sets forth the purpose and ﬁndings of the title, express-
ing a need to strengthen and synergize Federal, State, and local efforts
to provide for adequate protection of rural natural resources, and of
the lives and property 0{ Rural Americans. It finds that inadequate
organized wil(Xﬁro protection is a deterrent to the revitalization of
rural Amcrica. Further, it authorizes and directs the Secretary of
Agriculture to provide financial, technical, and other assistance to
State foresters or other appropriate State officials to organize, train,
and equip local forces to prevent, control, and suppress the full range
of wi]<llﬁres that occur in rural areas and communities. The program
authorized would be limited to areas and communities with a popu-
lation of 5500 persons or less not inchided in a standard metropolitan
statistical area.

"~ Section 1502 provides that the program is authorized to be carried
out in accordance with cooperative agreements between the Secretary
of Agriculture and State officials. It authorizes the Secretary to share
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ﬁltr.percent of the program costs. The calculation of the State share
will include expenditures of local public and private non-profit organi-
zations participating in program activities under an agreement. The
Secretary mgy make payments to States on certification by State
oﬁigmls that ‘expenditures provided for under agreements have been
made.

Section 1508 requires theRSecretary of Agriculture to report to the
President within two years after the date of the title detailing the
program’s contribution toward achieving the purposes of this Title,
glong with recommendations regarding the program. The President
is required to transmit the report to Congress.

TrrLe VII—RuRrAL DEVELOPMENT AND Smary FArRM RESEARCH AND
Epucation

’ SHORT EXPLANATION

This title authorizes the appropriation and apportionment of funds
to States for (1) rural development extension programs; (2) rural
development research; (3) rural development training; and (4) small
farm extension, research and development programs. The purpose
of the small farm programs would be to assist small farms to operate
successfully as small farms, such as through the development and
dissemination of information as to crops which can be produced
profitably on small farms, rather than through encouraging such farms
to become larger or encouraging the farmers to move off the farm..

Appropriation authorizations increase from o total of 850 million
for fiscal 1974 to a total of $135 million for fiscal 1976 and subsequent
years. Apportionment would be as follows:

(1) 4% the Secretary of Agriculture for administration;

(2) 109, to be allocated by the Secretary to finance work gerving
two or more States; .

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

(4) 339, among the States on the basis of rural population as
determined by the last preceding decennial census at the time
each such additional sum is first appropriated; and

(5) 339, among the States on the basis of farm population,
determined in a similar manner.

GENERAL BTATEMENT

The objective of this title is to provide research, extension and
training to insure successful programs of rural development. This
title recognizes that development is a complex of processes in which
the elements lead toward & greater social and economic well-being
for rural people and their communities. It is further recognized that
improvement in the utilization of resources are necessary to improve
the income of rural people and increase the satisfactions people erive
from the community in which they live. The Committee is convinced
that rural developmental processessare complex and not well under-
stood and that the ({ul] power of research, extension and training

-*must be incorporated and be a part of the total. effort to insure that
the highest possible level of employment and quality of life in rural
areas be achieved. It undergirds the development.investment provided
by other titles of the Act. ’

75-137 0—12——5
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The President’s Task Force Reﬁort on Rural Development, A
New Life for the Country, outlined the vifal role of rural development
« in the national interest and well-being as follows:

The fact that the immediate concern of rural development ~
focuses on the 65 million people who live in nonmetropolitan
America—and that the urgent challenge is to improve the
opportunities for these people through private institutions,
private initiative and government—does pot alter the fact
that the real goal is to benefit simultaneously the 140 million
people who now live in metropolitan areas, and the millions-
more who will live there by the end of this century.

If this is to be a happy and healthy Nation in the vears
ahead, our owing industry and our increasing population
must spread out instead of continuing to pile people and
industnal plants into compacted urban areas.

It is in the rural countrvside areas that we can find generous
resources of clean air, clear water, living spece, recreation,
scenic beauty, transportation potential, tranquility sl
inspiration for tomorrow’s people. And it is there that we
can most readily and economically develop and preserve
these natural resources in living harmony with man as our
population expands in the generations shead.

v

The research, extension and training programs authorized by this
title are targeted specifically toward serving thy special needs of both
public and private agencies, units of government, business and others
engaged in or contmbuting towards rural development. Emphasis is
placed on research originating in-any scientific field of any public or
private college or university that bears on development and which
contributes (hroctly to solvfng practical problems of rural areas and
rural communities as they jnitiate new programs, and new investments
for development. Extension of information and knowledge bearing on .
development is likewise to be targeted on serving the public and private
agencies, organizations, units of government, business and others

_involved in rural development. .

Special training of administrative, professional, and technical person-
nel for unique public and private roles in rural development processes
will fill a currently urgent need and enhance developmental capabilities
of all organizations engaged in rural development. In-service training
opportunities of students and others who may have special roles in
various facets of ‘programs is encouraged. v

. Specific attention to the special research and extension needs of
family-sized farm and part-time small farm operations and their
cooperative marketing organization is provided for in order to enhance
their income opportunities and contributions to the development of
their communities. The small farm provisions of this title contemplate

a prolgram along the lines of the Rural and Farm Family Rehabilita-

tion Project, which has been operating in the State of Vermont for the

&z;st three years under the direction of the Cooperative Federal-State

bxtension Service, with funds supplied by the Rehabilitation Services

Administration of the Department of Health, Education, and Welfare.

The Vermont program had. three principal objectives:

- (1) to help farmers on public assistance to become self-support-
ing on their own farms; ‘

<
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(2) to provide technical nssistance to improve practices on
small farms so as to allow the farmers thereon to become eligible
for FHA credit; and
(3) 1o prevent marginal furms from going bankrupt thus foreing

¢ r operutors und ‘their families to move into the cities where

mujorudjustments in their lives are required to satisfy their basic
needs and desires,

"The project has proven very stecessful in achieving these nh;’m-ti\'n\
indienting that a nationwide program ns provided under-this Fitle of
the bill could be patterned u}((’r the Vermont experiment sand prove
suecessful,

The committee believes it wise to build the thrust of this title on the
long-standing relationship between the US. Department of Agricul-
ture and the State Land-Grant Univer ties. The administrative
stricture for cooperative resegfeh and extension programs i nlready
in Flace  Program developmgnt, program planning and’ evaluation
and program andit techniguds are well established. Procedures for
interstate and regional efforts are visble and effective. The responsi-
bility of the Secretary in directing a nationally coordinated system
of rural development ‘and small farm research und education can be
quickly and effectively mobilized within this system through the
State Land-Grant Universitv. No new structure is needed to mple-
ment this title, '

In addition, in order to muximize the use of all the Stute’s research
and educational resources in support of the statewide plan, the Land-
Grant University is expected to invite specific inputs from other
public and private colleges, aren technical institutes and community
colleges in support of the statewide plan. The special talents and
resources in & number of fields including the professional schools of
engineering should be utilized in rural development research and
education. *

Provision for a State Rural Development Advisory Council com-
posed of a representative group of Vrofossionul and iy leaders,
including the hend of a principal school of engineering, in each State
insures that all the concerns and needs of the State with respect to
rural development ure identified. Further, the voun(-ill is expected
to advise on and approve potentinl programs of researcH and educa-
tion and to review on a continuing basis the progress of these pragrams.

: «
SECTION-BY-SECTION ExpLANATION

Section 1601 sots forth the purposes of title VII as the providing of
essential knowledge necessary for successful programs of rural devel-
opment, including:

the interpretation and application of information to practical
problems and needs in rural development;

the providing of research and investigation in all fields that
may contribute to rural developinent;

the providing of training to persons to serve in leadership,
technical, and muanagement positions concerned with rural
development;

enhancing the capabilities of colleges and universities to perform
public service roles in support of rural development;

~
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expanded research on “innovative approaches to ‘small\farm
. ~ management and technology and extend training and techfical
" assistance-to smal farmers.
Section 1602 describes the extension, research, training, and develop-
ment programs that the Secretary is authorized to conduct in co-
-operation and.coordination with colleges and universities in carrying
out the provisions of this Title. .
Section 1603 authorizes appropriations beginning in fiscal year 1974
for programs as follows: o

s

v

Small farm
. Rural extension
developrient Rural Rural research and @
. " extension development  development  development
Fiscal year program ressarch training , brogram
CO1974 Femaeens ot e cn 25,000, 000 10,000,388' 5,000,000 - 10,000,000
1975 . . 4l e e -+ 40,000,000 20,000, 10, 000, €00 15,000,000
" ‘1976 and subsequentyears_... . . ] 60, 000,000 40,000,000 . 15,00, 000 20, 000, 000

.~ The formula to distribute these appropriations provides 4 percent
to the Secretary for admin’ttration, cbordination, and prograrh assist-
. ance. to States; 10 percent-for payments to States to finance work :
B @serving two or more States; 20 percent equally .to all States; 66 per- ,
-7 cent for payments to States of which dne-half is on basis of rural
population and 6fe-half is on basis of farm population. Payment
‘would be conditioned upon the Secretary’s approval of annualyState
plans and-budgets. ~ + :
Section 1604 (a) requires a coordinated pre(!)ép@m in each State with. -
g responsibility. for adn(llixﬁstration by the institution désignated. by the
~ State to administer the Smith:Lever Extension program and Hatch
. ~Act Experiment Station program. (b) Requires that the university
responsible for administering the programs in the State to designate
officials responsible for spegﬁc programs and for the overall coordina-
tion” of total program. (c) Requires the appointment of a State
Rural Development Advisory Council composed of representatives of
agriculture and engineering schools, farmers, business, governmental
units, and federsal agencies involved in rural development to review
and approve-annua) program plans and advise on program matters,
. Section 1606 requires that the program be mutually agreed upon by
- the Secretary and the university designated to administer the program.
.» . Section 1606 provides procedure for withholding Federal funds.
. Section 1607 defines fural development.as ““the planning, financing, .
' and development of facilities and services in rural areas that eontribute
to_ making these areas desirable places in which to live and make
private and business investments; the planning, devéls ment, and
expansion of business-and industry in rural areas to provide increased
employment and income; the planning, development, conservation,
a,n'(f use of land, water, and other natural resources of rural areas to
maintain.or enhance the quality of the environment for people and
business in rural areas; and processes and procedures that have said
objectives as their major purposes.”
Section 1608 authonzes the Secretary to.issue regulations necessary
to carry out the provisions of this title.
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TITLE VIII-—-—MISCELLANEOUSb ;

SHORT EXPLANATION
This-title would—. o S
(1) prohibit financial assistance under the act which would
result in the transfer of employment or production in excess of
- demand; (Sec. 1701) ‘ . : :
(2) require the Secretary” of Agriculture to toordinate rural
. development activities; (Sec. 1702) . o
(3) authorize ten year cost sharing pa [
of the Soil Conservation and Domestic Mlotment Act; (Sec. 1703)
(4) authorize cost sharfing under suth section 8(b) for agri-
. culture-related pollution prevention- br abatement practices
-unrelated to’soil or water conservation. §)ec. 1704) :

g . " -

v ‘SECTION-BY-SECTION EXPLANATION
Sec. 1701. Antipiracy.—(a) Provides that n finanecial assistance
shall be*available under the Act which will resiylt in the transfer of
émployment or business activily from one area lo another, but this
* woutld not prohibit assistance to a'new branch, affiliate, or subsidiary
of an existing business, if such gssistance would not result in an
increase in, unemployment in the area of the origindl Jocation or any,
other areg where the firm or a directly. competing firm, conducts
business dbperations. o N Lo
_ Financing would also be prohibited if establishment of the branch,
affiliate, or subsidiary would result in closing down of operations of
-any of the borrower’s existing business locations. . ‘

«+ {b) Financial assistance would also be prohibited to any borrower
whose entry into business would result in an increase in“the production
of goods, ‘materials, or commodities, or the availability of services or
. facilities which would be.in surplus supply in the intended area of
lgcation. N ' : ' A ‘
Sec. 1702. Coordination of Rural Depelopment  Actiities.—(a)
Amends section- 520 (U.S.C. 2201)- by requiring ‘the Secretary of
Agriculture to disseminate useful information on ‘‘rural development”
as well as,agriculture. ; . : .
" (b)-Amends section 526 (7. U.S.C. 2204) by requiring the Secretary -
- to procure and preserve all the information he can obtain with regprd
to “‘rural development’’ as well as agriculture. - )
The Secretary is also anthorized and directed to provide leadership
and <coordination within the executive branch and assume responst-
bility for & nationwide rural, development program- utilizing all
agencies of the.executive branch. . ‘ ' .
*“The Secretary is required to establish employment, income, popu-
lation, housing, and quality, of communit services and facilities goals
for rural development and report annua'lf;f to Congress.
"~ The Secret is autherized to initiate or expand research and
development efforts related to rural water supply; rural sewage and
solid waste management, rural housing, and rural industrialization.
(c) Directs the Secretary to utilize all USDA field offices and those
. of other executive agencies to enhance rural development activities."

O
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Sec. 1703. Long-Term Rural Envirorfmental Protection Contracts.—
Amends subsection “(b) of Section 8 bf the Soil ('onservation and
Domestic Allotment Act (16 U.S.C. 590 by authorizing the Secretary
of Agriculture to enter into.contracts with agricultural producers for

eriods not to exceed 10 years to carry out provisions of the Act.

pecifically, this includes: preservation and improvement of soil

fertility ; promotion of economic use and conservation of land; dimninu-
tion of wasteful uses of national soil resources; protection of rivers and
harbors against results of soil erosion; and reestablishment of the ratio
between the purchasing power of farmers and non-farmers.
Agreements betweep the Secretary and producers shall be based on
conservation plans fapproved by ‘the appropriate soil ‘and water
conservation distrigt and may be modified or terminated by mutual
consent if deterinj o be in the public interest. The Secretary may

unilaterally termfate agreements if determined to be in the national

interest and if producers are given reasonable nofice. .
The Secretary may not create long term obligations on behalf of the
government in excess of such amounts as may be specified in annual
appropriation Acts.
here are rural areas throughout the United States where. the
quality of the environment is impaired by severe air and water pollu-
tion resulting from wind and water erosion. Environmental problems

in these areas need to be overcome through special programs to .

‘agsist farm, ranch, or other land owners or operators to make, in
orderly progression over a period of years, changes in their cropping
systems and land .uses along with the installation of soil and water
conservation measures needed to control erosion, sedimentutioy, and
other pollutants, including waste from domestic animals.

It is a matter of serious concern in these areas that pollfitants are
rapidly impairing the use and life of streams and lakes. ater quality
has declined sharply and perpetual dredging is necessary to remove the
pollution laden sediment load from rivers and harbors.

There'is a continuing need for a s secial effort in these areas to pro--
g ]

tect land from erosion, to hold the rain drops where they fall, to
f)romote the economic use of land, to retard storin water runoff from

and, to control use of land, to control damaging floods, to protect -

estuaries beiniz rendered unfit for recreation development, to enhance
fish and wildlife and recreation resourcoes and reduce or control
erosion and sediment related pollution. An intensified program of soil

0

erosion prevention, conservation, and-and use adjustment is urgently .

needed. . .
To solve these environmental problems, section 1703 authorizes
long-term contracts based on conservation plans approved by local
soil and water conservation districts. These contracts, available
throughout the entire nation, would be similar to those now available
in ten States through the Great Plains Conservation Program. )
During its 15 years of operation the Great Plains Conservation
- Program ‘has proven to be a successful approach to improving the
quality of the environment. It has protected and improved cropland,
reduced wind and water erosion, improved rangeland, developed
dependable water for livestock, stabilized income, saved scarce
irngation water, strengthened community econoniy, and made the
Great Plains countryside more attri:t,ive. ‘

-
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In those areas of the Great Plains troubled by unusual agricultural
hazards, including recurring prolonged and severe droughts, this
gutherity has enabled thousands of farmers und ranchers to strengthen
their operations and make Pluins living more satisfying.

They have done this through federal cost-sharing and by getting
high priority in teehnical help from professionally trained conserva-
tionists. This makes it possible for these furmers and ranchers, working
through their loeal soil and water conservation districts, to develop
and apply complete conservation plans on their operating units,

The land owner or operator develops a conservation plan suited to
his land and to the kind of operation he desires. He works out a
schedule for upplying the plan, enters into a contgact with the Secre-
tary of Agriculture to apply all needed conservation work on the entire
unit within 3 to 10 vears, gets help from the professional conserva tion
specialists as he needs it, and receives the federal share of the cost as
he completes each conservation step.

Long-term Rural Environmental Protection (Yontracts hold a great
potential for olving environmental problems in rural ureas throughout

“the nation.

Sec. 1704, Cost Sharing for Agriculture-Related Pollution Prevention
and Abatement Measures.—

This section would amend the Soil (‘onservation and Domestic
Allotment Act to permit cost-sharing payments by the Secretary of
Agriculture for agriculture-related pollution prevention and abate-
ment measures. Under .current provision of existing law there 18
federal money availuble for a pollution-abatement practice if the
practice “will ‘ulso conserve soil and water. Section 1704 would au-
thorize similar financial aid for pollution abutement practices which
do not eonserve soil or water. .

For example, in several States smudge pots are one of the principal
methods of protecting fruit-and vegctub&o crops from frost damage.
Growers burn a variety of materials such as old tires and cross ties to
create the necessary heat—and along with that heat u severe air

“pollution problem is also created. Section 1704 would authorize cost-

ERIC
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sharing so growers could convert to smokeless grove-heaters.

This section would also assist in cost-sharing to eliminate burning
of slash and other wastes, crop residues, and water, air or land pollution
from farm livestock, poultry barns and feedlots.

Clean anir and water can no longer be taken for granted in rural
Amerien. The program provided by this section would help initiate new
air, water and land anti-pollution measures and help solve the serious
problem of preventing pollution froin agricultural sources.

COST ESTIMATE

In necordance with section 252 of the Legislative Reorganization -
Act of 1970, the committee estitnates the costs which would be incurred
in carrving out the bill at about $5,200,000 for the current fiscal year;
$620,160,000 for the fiscal year ending June 30, 1973, %909,160,000
for the fiscal vear ending June 30, 1974 $1,135,660,000 for the ﬁs‘cal
vear ending June 30, 1975 $1,338,660,000 for the fiscal year ending
June 30, 1976; and $1,354,160,000 for the fiscal year ending June 30,
1977, as shown in the table set out below. No estimate of costs has
been made by any Federal agency.
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. ESTIMATED COST (THOUSANDS OMITTED)--Continued

Remain-
) . der of .
fiecal Ficeal years -
ear -~ ... ... 70 L
ftem ‘ 972 1973 1974 1975 1976 1977
Title I: X
1. Administrative expenses, 15t 5 ficca)
Bears of operation of Federal Rural x\\
svelopment Credit Agency (sec. - .
307(h))...... et meeccameaan . 500 1,000 2,000 2,500 1,580 0
2. Rural location incentive payments ;
- subtitle ). T 0 50,000 100,000 100, 000 100, 000 100, 000
3. Subscription of capital stock region-
at develapment banks ... .. e 0' 200,000 200,000 200, 000 200, 000 200, 000
A. Technical assistance and research
. ssu. 30Y oo 1,000 10,000 14,000, 18,000 . 22,000 2,000
5. Initlal capital for insurance and guar- -
antes revolving funds (sec. 314
Wxm.._...... PO [1] 5, 000 0 0 0 0
. = 8. Cost of administering ingurance fund’_ 20 60 60 60 60 60
:II"iI:I'.”l 0 25000 50,000 75, 000 75, 0600 75, 000
o il . :
7. Rural communik( development reve-
nue tharing (title 119). . . 0 200,000 300, 000 400, 000 500, 060 500, 000

Title IV (watershed amendments): )
8. Consteuction and operating costs snd
contract payments... .. . s 2,500 12,000 17,000 23,00b 28, 000 37,000
Title V, R.C. & D. amendments:
'9. Construction and operating costs and

contract payments .. ... .. e 000 12,000 - 2,000 27,000 27,000 3,000
Title VI, rural community fire protection:

. 10." Administrative expenses. _ . 0 210 210 coaA 0 0
11. Payments to States. __ .. . 0 4790 4,790 4,79 0 0
Title VIl research and education:
12. tltansion (sec. 16C2(a)). . . 0 0 25,000 40, 000 60,000 60,000
13. Research (sec. 1602(b)) __ R 0 0 10,000 20,000 40,000 40,000
14. Training (sec, 1602§c) . N 0 .0 5,000 10, 000 15,000 15,000
- l& Small farms (tec. 1602(d)). ... . s 0 .0 10, 000 15,000 20,000 20,000
o IX:

16. Reorganization (sec. 1702)....... ... (100) 100 100 100 100 100

17. Environmental contracts (secs. 1703 .
and1708)_ ... .. . . 0 100,000 150,000 200, 000 250,000 250,000

. Totdl.....l..o.. ... 5200 620,160 909,160 1,135,650 1,335,600 1,354 160

ROLLCALL VOTES

In accordance with section 133 of the Legislative Reorganization
Act of 1946, it is announced that—

(1) The committee voted to report the measure by a vote of 13 to
1 as follows: - R , )

Yeas: Senators Talmadge, Eastland, Jordan of North Carolina,
McGovern, Alleri, Hum hrey, Chiles, Miller, Aiken, Young, Curtis,
Dole and Bellmon. .

Nays: Senator Ellender , > .

(2) An amendment to delete the provision for the establishment
of a rural development credit banking system was defeated by a vote
of 4 to 9 as follows: )

Yeas: Senators Miller, Aiken, Curtis and Dole.

Nays: SenatorsvTalmadge, Eastland, Jordan of North Carolina,
McGovern, Allen, Humphrey, Chiles, Young and Bellmon. )

(3) An amendment to strike the provision for a revenue sharing
program for rural community development was disapproved 4 to 9
as follows: . : N

Yeas: Senators Aiken, Young, Curtis and Dole. )

Nays: Senators Talmadge, Eastland, Jordan of North Carolina,
McGovern, Allen, Humphrey, Chiles, Miller and Bellmon.
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(4) An amendment to limit the revenue sharing program for rural
community development to $300 million per year was disapproved
6 to 7 as follows:

Yeas: Senators Miller, Aiken, Young, Curtis, Dole and Bellmon.

Nays: Senafors Talmadge, Eastland, Jordan of North Carolinu,
McGovern, Allen, Humphrey and Chiles.

DeparrmMENTAL ViEWS

Attached are the President’s messages on Revenue Sharing and
Rural Development, the reports of the Department of Agriculture
on S. 2223, S. 2981, and’'S. 1560, and the reports of the Comptroller *
General and the Environmental Protection Agency on S. 2223.
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REVENUE SHARING—COMMUNITY DEVELOPMENT, ETC. ‘

MESSAGE ’

 THE PRESIDENT OF THE UNITED STATES

PROPOSING A SYSTEM OF SPECIAL REVENUE SHARING FOR
RURAL COMMUNITY DEVELOPMENT

Y%

MagcH 10, 1971.—Referred to the Committee of the Whole House on the State
of the Union and ordered to be printed

To the Congress of the United States:

I am today proposing a new program of Rural Community Devel-
opment through revenue sharing—the fourth of my six Special Rev-
enue Sharing proposals. I have spoken of revenue sharing as a new

artnership between the Federar Government and the State and
ocal governments within our Federal system.-The proposal I am
.advancing today would use that essential government partnership to
strengthen an equally essential ‘social and economic partnership
between rural America, where the farms that feed us and the great
open spaces that renew our sYirit are found, and urban America,
where the majority of our people and the greater share of our wealth -
are concentrated. Rural Americans deserve a full share in the Nation’s
prosperity and growth, just as urban Americans deserve cities that
are livable and alive. Both objectives are attainable—and rural
development revenue sharing, linked to urban development revenue
sharing by the comprehensive planning proposal also put forward in
this message, could be a giant step toward them.

"RURAL AMERICA IN TRANSITION

Rural Americd'begins with farm America. Agriculture was America’s
first industry, and it remains one of the keystones of our national
economy today. It has made Americans the best-fed people in history,

: . ] )
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and now exports the produce of one-fourth of its acreage to help feed
the world. American farmers have led all sectors of the economy in
annual increases in productivity for most of the years in this century.
This Nation’s farms are among our most efficient producers, and they
are of central importance to a strong future for rural America.

Yet, there is sharp irony in this success. Ever more fruitful, Ameri-
can agriculture has required fewer people every year to produce food
and fibers for our people, and to supply the expanding expgrt market
for our commodities abroad. . '

Hence the departure of people from the farms begad to swell as .
farming grew more mechanized, efficient, and large-scale. Americans
living on farms numbered more than 30,000,000 in 1940; today that
figure is only about 10,000,000. Once the farm people had left their
homes—often the homes of generations in their families—the oppor-
tunities often did not exist in rural America to keep them close to those
roots. While some jobs began to open up in agricultural service, supply,
and processing enterprises, usually known as ‘‘agri-business,”’ the
number of openings was not nearly enough to match the number of
people cast adrift %y technological progress. :

Migration began toward where people thought opportunities
existed—the cities. Not only were there more jobs in the cities, but
they paid more. For most decades in this century, the gap between
median income in the cities and that in nonmetropolitan areas has
been wide. Even though income gains outside the metropolis have
been almost half again as great as those in the cities during the last
decade, median family income in non-metropolitan areas is still 22 per-
cent below that in metropolitan areas. : :

While the people who have been leaving rural America by the
millions have often improved their own and their families’ situations
b& leaving, the trend they represent has had several disturbing
eflects. . i

First, in rural America itself; the loss in human resources has com-
pounded the problems of diversifying the cconomy and fostering a
vigorous and progressive commiunity life. Those who have chosen to
stay have found it harder and harder ¢ pay for and provide services
such as good schools, health facili:.cs, transportation systems, and
other infrastructure attractive ennugh tgrkeep people in rural America,
or to lure jobs and opportunity ¢o rural America. Many of the small
towns which dot the countryside have to struggle for existence; they
often have difficulty attracting good school teachers or physicians;
many fight stagnation while most of the economy is expanding; they
cannot give the older, the disadvantaged, the less educated people
needed assistance and care.

THE URBAN STAKE IN RUi{AL DEVELOPMENT

At the same time the urban effects of migration have been pro-
found. While the explosive growth in the proportion of Americans
living in cities has not been fed solely by the influx of people from
rural America—immigration from other countries has also beén
massive—the millions who have moved from the South and the
Midwest to the North ?and the' West have been a major factor in
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making a nation that was 75 percent rural a century ago, 73 percent
urban today.

Many of these people pouring into the cities in search of opportunity
have experienced difficulties in adapting to urban life and have re-
quired supportive services. Some mn.(fe the transition successfully—but
others have remained tax users rather than taxpayers.

Furthermore, the very size and density .o many of our largest
cities has produced new problems: whereas in the most rural areas it
is hard to achieve economies of scale in public activities, the most
heavily urban areas have grown far past the size range in which a
community can function most economically. It often costs far more
per vapita to provide essential services, such as police protection,
sanitation collection, and public transportation in our dense urban
areas than in less congested smaller and medium-sized cities. Many
of our cities have, in short, become inefficient and less and less govern-
able. At times, this has led to near-paralysis of public services in our
largest cities. Current trends indicate that unless there is a marked
shift in public and Yrivate attitudes, the increase of population in and
around our great metropolitan centers will continue, and the problems
of urban management will be further aggravated.

In addition, by even conservative estimates, there will be some 75

million additional Americans by the end of the twentieth century.
Whether this growth is beneficial or burdensome depends on our
foresight in planning and preparing for it—a process that must begi
now_and must take a broader view than merely feeding the expansion
of the megalopolis. Y '
- As never before, the Nation is bgginning to see that urban America
has a vital stake in the well-being and progress of rural America.
This is one Nation, and for the good of all Americans we need one
national policy of balanced growtﬁ.

FEDERAL RESOURCES FOR RURAL DEVELOPMENT

For the sake of balanced growth, therefore, but even more for the
sake of the farmer and all hi3 neighbors in rural America—first-class
citizens who deserve to live in first-class communities—I am proposing
that the Federal Government re-think America’s rural development
needs and rededicate itself do providing the resources and the creative
Adeadership those needs demand.

It takes many different kinds of activities to create rural develop-
ment-—to create opportunity. One must start with the individual—
his education, his sEill training, and his health. Next the individual
needs to be’linked to resources and markets through transportation.
Public sector infrastructure such as water and sewers is needed to
encourage industry to locate in new areas. The egvironment is also
becoming an increasingly important factor in indusirial locations.

Essentially what I am proposing is to unite the funding for a
number of programs operating directly in rural areas and smaller
cities into a Rural Community Development .Revenue Sharing
Program, to add $179 million to that fund, and then to-bolster this

“effort with new initiatives in critically related areas, such as}ealth
ond welfare reform. = |
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The following chart shows the programs which I propose to combine

into the Rural Development«Revenue Sharing Program: .
Programs Combined Under Rural Development Revenue Sharing
General: -
New Money $179 Million
/ Title V Regional Commissions .

2 Appalachian Regional Commission

3 Economic Development Administration

 Resource Conservation and Development Program
Education: -

¢ Cooperative Agricultural Extension Service

Water and Sewer: . :
¢ Rural Water and Waste Disposal Grants
Environment: : o= '

- Rural Environmental Assistance Program
g Forestlg Assistance Grants i

Great Plains Agricultural Conservation Program :
soWater Bank Program | : '

/s Tree Planting Grants \ g
Altogether, the eleven programs listed above are spending $921
million in Fiscal 1971. -

But much moré is needed to extend to rural Americans the full
share of national prosperity and the full’ participation in the rich
benefits of our society, which they rightly deserve. Much more would
be done if the Congress=acts to set in motion the broad strategy for
accel]{esarated rural development which I have placed before it in recent
weeks. - . .

Rural communities throughout the nation would share in the $5°
billion of General Revenue Sharing which I have proposed. Rural
communities would receive direct assistance in building their human
resources, their social services, and their economic base through my
Special Revenue Sharing proposals for,manpower, education, trans- .
portation and law enforcement. My proposals for improving our system:-.s

of health care include Area Health Education Centers to be located - ,

in rural areas and financial incentives for doctors and providing medi-~
cal care in scarcity areas. My welfare reform proposals would have
immediate and dramatic effects on rural poverty: in the first year
nearly $1 billion in new cash benefits would go into rural areas to add
to the incomes of the millions of rural Americans who are poor or
underemployed. . :

To unify and congolidate the rural development effort in each State—
I am today proposing that the Federal Gevernment establish a 31.1 billion
fund to be shared among all the States for fully discretionary spending to
meet their rural needs and accelerate their rural development., This would
be accomplished by combining programs which I hsted above .into a -
new program of Special Revenue Sira.ring for Rural Community De-
velopment, and by increasing their present annual funding of $921
million by $179 mi{lion during the first year. ' *’

-
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[ HOW NEVENUE SHARING WORKS

Beginning January 1, 1972, these funds would be paid out to the
States and to Puerto Rico, the Virgin Islands, and Guam, in regular
installments on a formula basis, according to an index of need based
on three factors: the State's rural po{)ulution, the State’s rural per
capita income compared to the nationa average of per capita incomes,
and the State’s change in rural population compared to the change in
population of all States. All 53 recipients’ would share equally in 1
gercent of the funds. Every State would receive at teast as much from

pecial Revenue Sharing for Rural Community Development, as it
) npwdreceives from the eﬁa\mn existing rural assistance programs com-
bined.

This_proposal recognizes that patterns of development potential

\ry widely within the different States and seldom conform neatly to
infra-State governmental Jurisdictions. It therefore imposes no )
Federally dictated distribution of shared revenues within the States.
Neither would it require matching or maintenance of effort spendin
by a'Btate in return for the ghared rural development funds. Indee§
the siigred funds could if necessary be used to match other Federal
grants-tn-aid for rural assistance. ﬂgut there would be a firm require-
ment thyt all rural (‘ommunity development funds be spent for the
direct be \efit of rural people. The funds could be spent for any of the
purposes Row nuthorized under the cxisting aid programs, including
the option pf direct grant assistance to private firms which locate in
rural commdpities.

Rural areak would be defined in this Act as copfitries with a popula-
tion density ledls than 100 seople per square mile/and all other counties,
regardless Of(j)( ulation density, which are nol included in vne of the
247 Standard NMctropolitan Statistical Areas (SMSAs) which the
U.S. Census Bur pu J(‘ﬁn(‘s around cities of 50,000 or more.

I will also propoge $100 million in additional non-formula funds for
the Urban Commun¥gy Development Special Revenue Sharing program,
to assist those smallek cities of population between 20,000 and 50,000
which have been receivitg grant agsistance from the Department of Housing

,angd Urban DevelopmentNyut which would not now be eligible for a formula
. - share of Urban €ommunidy Development Revenue Sharing. The Secretary
of Housing and Urban Davelopment would administer this fund on
discretionary basis. Such\communities would thus be eligible for
funds from both the urban\and rural revenue sharing programs—as
they should be, since many \rommunities of this size have not only
urban problems and needs butialso strong rural development potential
as economic and social opportuyity centers for nearby rural counties.
The same overlap would ge trut as well ofsome of the smaller and
less densely popu‘lutod Standard Metropolitan Statistical Areas which
have less than 100 people per squdye mile, and thus qualify for both
fermula grants under U]rban Cotpmunity Development Special
Revenue Sharing, and use of fund® from the Rural Community
Development Special Revenue Sharing) . ~ : ]

The Act would apply the requireméhts of Title VI of, the Civil
Rights Act of 1964 to prohibit discrim atory use of the Federal
money.

v
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BUILDING ON S8UCCESS

o

Conversion of the existing categorical aid programs for agriculture
and development into Special Revenue Sharing for Rural Community
Development ig, a logical evolution in line with the history of these
efforts and congistent with their basic purposes. ‘

Over a numbe} of years the Department of Agriculture has been
moving to make its assistance to farmers and rural residents more
effective and flexible by a steady process of decentralization. Placing
these programs fully in the hands of the States is just one more ste

" in sharpening their ability to deliver the services they. were designeg
to provide. ether the transfer will be beneficial and the transition
smooth is a question to which the example of the Cooperative Exten-
sion Service may provide a partial answer. The States -are ready to
take charge of the Extension Service, which they already largely
administer and which all States now fund above the present Federal
contribution. .

In the case of EDA, the Appalachian ‘Regional Commission and the
Title V Commissions, revenue sharing in superseding them would
actually incorporate the coordinated development approach that has
made them successful, at the same time it removed some of the Federal

_ “fences” that may have restricted their activities unduly in the past.
The grass roots planning process which has proved itself under the
Appalachian Regional Commission is carried over into the statewide
development plan I am now proposing for all States under rural and
urban development revenue sﬁarmg. lose account would be taken of
the human factor and of the continuity of on-going development
efforts as the propram transition is effected. Cgounties that have
launched projects under the Appalachian Regional Commission, for
example, would continue to Peceive adequate funding to make good
on the money already obligated for such projects.

With revenue sharing, therefore, as with all change, there wguld be
adjustments to make %ut great benefits to be gained. Every single
activity now carried on under the Commissions and categorical

rograms could be continued in any State whose own people decide
1t is worth continuing. The farm, forest, and conservation programs
that have succeeded in the past could go right on doing so—and freed
of Federal restrictions, they could probably reach out farther and
keep better pace with -changing needs and technologies. - In - each
instance the people of the State would make the decision. - .

S’I‘RE‘\AMLINING THE RURAL ASBISTANCE EFFORT

- What Special Revenue Sharing for Rural Community Development
would do is to remove many of the negative and inhibiting side effects
which now plague rural assistance as a result of categorical narrow-
ness, lack of \coordination, and excessive Federal involvement. By
combining these programs we could produce a mew whole significantly
greater than the sum of the present parts. It is worthwhile here to discuss
some of the problems that would be eliminated—principally inflexi-
bility, priority distortion and flawed accountability.

Inflexibility: As well-intentioned as past rural Xevelopment efforts
have been, strict Federal eligibility rules have often stood in the way
of fair sharing of all the Federal resources for rural development, or

8U*
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. o - .
heve made it difficult for States and localities to do what they must
to attract industry and services. For instance, many. parts of the
Midwest, which experienced some of the heaviest rural outmigration
in the Nation during the 1960’s, still do not qualify for Economic

Developnrent Administration grants. '
In other cases Federal stangards have acted to bar ald from those
communities in a region where it could do the most good. Experts in
rural development Feel that the most leverage is achieved by rein-
forcing healthy development trends, rather lgba.n fighting them—that
i8, by concentrating aid in these smaller and medium 'sized cities of a
rural area which have shown strength and effort in attracting industry.
Every area of rural America has such centers of potential growtK.
. Using government assistance to strengthen their development trends
could make the difference in attracting new job-producing industry
and expanding employment opportunities for rural people living in
the surrounding counties. It could also help these communities
attract doctors, teachers and others whose services are so needed in
or near rural areas. Yet current Federal program restrictions, by and
large, do not permit aid to be used this way, because of a ‘‘worst-
first” criterion which often puts funds into areas that lack the de-
velopment potential to help either themselves or others near them—
rathek than using funds to open up new opportunities regionally so

that b ts flow out tofow-potential areas nearby.

Distorfion of State. Budfets: gfarrow Federal project definitions cgh
force States and localities to spend scarce revenues on “matching
shares,” urgent community priorities aside, or risk the loss of Federal
funds. Once begun, a Federal.project may demand additional local
spending, beyond the matching money, for support facilities to tie

v the project into community usefulness. i
! Flrc’zwd Accountability: The quasi-governmental agencies which
often exercise a determining influence on the conduct of these programs
tend to obscure and fragment responsibility for decisions made and
therefore to subvert the demgqcratic accountability of elected officials .
Regional commissions, compiged of o Federal Co-chairman and
Governors from meniber States\take part in many program and
planning decisions which really alwgt only one Governor’s State.
Too often the Federal officials respotsgble for rural assistance are
- geographically distant, and the local, State or multi-Staté institutions
that have a say are politically insulated or remote. .

~
THE STATEWIDE DEV‘ELOPMENT PLAN

Special Revenue Sharing for Rural Community Development would
be sdministered initially by the Secretary of Agriculture; eventually
bothr this program and the urban community (%(lz-velopment program __
would come under the direction of the Department of Community
Development whose formation I have proposed. In addition to paying
» out each year’s rural development funds to the States and territories,

the Secretary of Agriculture would stay abreast of rural development

aspects of the statewide -development plans which each Governor
would file with him-annually. '

- The statewide planning process which would help States and locali-
ties coordinate activities carried on under both urban and rural com-
munity developmént revenue sharing will be established in legislation

. s .
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“that I will submit shortly. It wouldke uire annual preparation of a
‘comprehensive statewide development plan outlining spending inten-
tions for programs in metropolitan, suburban, smaller city, and rural
areas alike. The $100 million Planning and Management Assistance
grogram which I proposed in my message to the Congress on Urban

ommunity Development Revenue Sharing would provide funds
which States and local jurisdictions could use in this planning process. !

The Governor of each State would be given the responsibility for }
drawing up the statewide development plan. Formation of the plan
would be based on a consultativé process which considers plans
submitted by State-established, multi-jurisdictional planning districts
covering all areas of the State. Planning bodies of these districts
would be composed of local elected officials. One member from each

. of the district planning bodies would sit on a panel which would *
assist the Governor in the plgfining process. The Secretaries of
-Housing and Urban Developmght dud Agriculture could accept an
alternative consultative procesé propos y the State.

The completed plan would be filed with the Secretaries of Agri- '
culture -and of H‘(’)using and Urban Development—not for their
approval, but as a declaration of intent; a Governor could amend his
plan by letter during the course of a year.

The process of developing the statewide plan would focus official
concern and public attention upon the inter-relationship of urban
and rural community development within the State. The plan could B
identify potential growth areas, potential new community develop-
ment: sites,’and environmentally important areas. It should seek to
integtgte’ all important community development factors, including
land dses
_All the money a State receives under Special Revenue Sharing for
Rural Community Development would have to be spent for the benefit

- of persons in rural areas as outlined in the statewide plan. A State
could of course also supplement its own rural development activities
with money received under General Revenue Sharing and under
other Special Revenue Sharing programs within program definitions.
The Secretary of Agriculture would conduct an annual post-audit of
State rural development activities, with payment of the next year’s
rural revenue sharing funds conditional upon State compliance with
rural development spending plans for the year past.

THE LOGIC OF RURAL DEVELOPMENT REVENUE SHARING

To review briefly: : ’ :
The major challenge facing rural America is to diversify its economy
and to provide full opportunity for its people to enjoy the benefits of
- American life. Meeting this challengs will enhance the quality of life
for those who remain to operate the nation’s family farms and for all
their neighbors in the small towns and countryside of America. As a
second effect—like upstream watershed manage ent for down-
- stream flood control—meeting the rural challenge will also help to ’
relieve the overburdened urban structure by stemming rural out-
miigration and attracting a share of future growth to rural communities.
The key to a rural development strategy is my proposal for $1.1
billion in Special Revenue Sharing for Rural Community Develop-
menj—money which all States and territories would share and which

ERIC g2 .
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they could spend in their rural areas as they deem .wisest. Other
proposed Federal assistance for rural America includes part of the
$5 billion General Revenue Sharing program and part of five Special
Revenue Sharing programs, as wolr as the benefits of a reformed
welfare system and an improved health.care'system. - - - .
At the core of rural development revenue sharing would be eight
agricultural grant programs and three broad -development assistance -
programs now in being. Congoliddting them, the revenue sharing ap-
proach would build on decentralizing trends in the sagricultural
programs and’ on the multi-State, State, and multi-county develop-

ment planning'experionce accumulated under EDA and the regional

commissions. It would do away with narrow aid categories, spending
restrictions, duplication, and red tape now surrounding these pro-
grams. It would make the money now devoted to them goffurther nd

> . would provide more money.

Existing programs and development projects could continue or ’riot:

at the discretion of each Stape, and the right of choice would rest close ™

to the rural people at whom the aid is directed. A statéwide planning -

requiremient. with a broadly representative input would promote -
" coordinated development of a sort not now approached and would
insure that all areas of the-State have a voice in the planning process; ' .

but in no case could rural developmgnt revenue sharing money be
diverted from rural needs. T

URBAN-RURAL-PARTNERSHIP

More money, plus more freedom to spend it, plus better plan})ing in

" doing so, add ur to better living for rupal Americans and brighter

futures for rural communities. Mutual benefits of the urban-rural

partnership would be manifest as cities enjoyed.the fruits of -a healthy.
agricultural economy and the relief of more evenly distributed popula-

tion growth, while rutal areas felt the effect of new social and economic

advantages; Rural and urban communities would .no longer siphon

off one another’s strengths and resources nor shunt problems and

burdens from one to the other. They would progress together in &

dynamic balance, as partners in the best sense, N

’ " . Ricaarp Nixon. .

o THE WhITE Housk, March 10, 1971.
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- PROGRAM OF RURAL DEVELOPMENT

e

MESéAGE
THE PRESIDENT OF THE UNITED STATES

TRANSMITTING PROPOSALS FOR A PROGRAM OF
RURAL DEVELOPMENT

FeBRUARY 1, 1972 —Referred to the Committee of the Whole House on the State
' of the Union and ordered to be printed

To the Congress of the United States :

From the very beiinnings of our history, the vitality of rural Amer-
ica has been at the heart of our Nation’s strength. It is essential that
we preserve and expand that vitality in the years ahead. For America
will not'be able to Il)ook eagerly to the future with a sense of promise
and hope unless those who live in its rural areas are able to share in
this vision. To help improvgthe quality of life in the American coun-
tryside, I am today presenting a series of proposals designed to mar-
shal more effectively the energies of the private sector and of govern-
ment at all levels in a cooperative program of rural development.

kY

THe ProBLEMs oF RuUraL AMERICA

All Americans have a high stake in rural devélopment'.‘ For the

problems which many rural areas are now experiencing are directly
linked to those of our cities and suburbs. Changing patterns of life in
rural America have changed the pattern of life in all of America.

A central cause of these changing patterns has begn the increasing,

mechdnization of agriculture and of other natural resource industries

such as mining and lumber—a process which has resulted in a sub-

stantial reduction in jobs in these occupations in recent years. While

employment opportunities in other occupations have more than offset
these declines, the overall growth of economic opportunity in rural
America has lagged far behind that of our urban areas. Today, dra-
matic disparities exist between metropolitan and rural areas in such

indices as per capita income, housing standards, educational attain-

ment and access to medical care.

+
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At the same time, political institutions designed. to deal with sim- .~ - .
‘pler problems in simpler times have frequently been unable to cope. v
yvlgh these new challenges. The Federal (Government often finds that - .
it is too remote and too unwieldy ts respond with precisfon-te. Statel
and local needs. State and local governments are frequently too“im-
poverished or too fragidnted to undertake the necessary planniiig and
development. activities. Their problems are accentuated by the fact
that widely dispersed rural population inevitably means a -higher S
expenditure per person for most government pgograms. , ‘

'+ One result of all these factors is that semi-deserted country towns—
once centers of life for the surrounding countryside—stand today as
stark reminders of unused and abandoned rural resources. In each
of the three decades since 1940, half of our counties (not always the
same onesf have lost population. Two out of every five of our counties
lost populition in all three decades. As I said in my State of the -
Union Message twq years ago, many of our rural areas are being '
emptied of their people and their promise. ' ’

In many cases, those who have left the countryside have simply
taken their problems with them. Indeed, many have seen their- prob-
lems intensify as they have settled in over-crowded urban areas:

It 1s striking to realize, as T noted in this year’s Message on the
"State of the Union, that even if we had a population of one billion—
néarly five times the current level—our area is.so great that we wauld .
still not be as densely populated as many European nations are at
present. Qur problems are not so much those of numbers as of distribu-
tion. And their solution requires the revitalization of the American
countryside. :

CHANGING OuRr AFPPROACH

In seeking to solve the, problems of rural aréas, we must not simply
seelk more money from the Congress and the taxpayers. In the past
decade we have seen the folly of pouring money into projects which
were ill-considered and-lacking in local support. What we must now

. seek instead is a fundamental change in the way. government ap-
proaches the entire developmental cha%lenge. ) '

The Federal (Government has spent considerable sums on rural de-
velopment. Programs which we ﬁ)ave recommended for inclusion in
our rural development Revenue Sharing plan alone are spending al-
most $1 billion this year and this is onF a small part of our overall
rural develogment spending. And yet, despite this substantial fung-
ing, the problems have continued to’'grow. What is it that has been
missing from our rural development programs?

MORE CONTROL AT THE STATE AND LOCAL - LEVEL

I believe that a major missing ingredient has been effective control
of development programs at lower levels of government. Because we
have relied so exclusively on Federal funds—handed out through . .
bureaucratic” processes and through narrow categorical grants—too T
many decisions have been made in Washington and too few have been
made in rural America. I believe this is wrong. I believe we should
return power to officials who are selected at the State and local levels.

As long as the Federal Government sets rigid rules, both through
legislative and administrative guidelines, there js little room for local

8 !
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initiative. Under our present system, a project that does not meet
Federal standards does not get funded. This means that the talents
of local government officials, of leaders in theprivate sector, and of
public-spirited partnership and have taken the initiative. We must do
success stories that can be found in rural economic development have
occurred because local officials and private leaders have entered into a
public-spirited partnership and have taken the initiative. We must do
all we can to encourage such partnerships.

IMPROVED PLANNING

Even as we sgek to decentralize, we must also work to improve plan- .

ning. In many respects these goals represent two sides of the same

coin. For plans which are devgoped at levels close to the people are

{ likely to be more realistic, more imaginative and more useful than }
’ abstract blueprints which are drawn up far away from the scene of

the action or which are altered to meet rigid Federal rules. Effective

development does not require plans that can survive the-scrutiny of

Washington. Effective development requires plans that/people begeve

in and will work to accomplish.

MORE ADEQUATE PUBLIC AND PRIVATE RESOUI&EB

Mpre adequate development also requires more adequate resources.

This does not 'simply mean more Federal money; it also means that
Federal funds now available must be freed from the inhibiting re-
strictions within which they are now entangled. Funds which are
free, of these restrictions can be used in each locality where the needs
are greatest, eliminating a great deal of inefficiency and waste.

But Federal grant money provides only a part of the Federal con-
tribution to rural America. Adequate credit resources can also be
extremely important in developing community facilities and in at-
tracting private investment. In the end it is not Federal money; nor .
even the vast sums spent, by State and local governments, which hold ’
the key to rural development. The private sector has an enormous role
to play and public efforts must keep this fact centrally in mind.

HELPING THE FARMER AND PROTECTING THE ENVIRONMENT

*

Rural America cannot move forward effectively into the future un-
less it respects those elements’ which.have been the base of its strength
in the past. We cannot build a stronger rural economy, for example,
unless we also build a strogger agricultural economy. While we must
work to change the Amfrican countryside, we must never do so at the
expense of those who pfoduce our food and fiber. We must work to
create a better life_for American farmers even as we provide an ex-
panded range o ortunities for those who- are 1o lonjer needed
on the farm. . _ B o

Even as we do jnore to promote agricultural prosperity, so we must-
do more to protect the rural environment. Just ag.development must .

' not come at the expense of the farmer, so it must not come at the
expense of environmental concerns. We cannot’ fully develop the.
American countryside if we destroy the beauty and the natural-re-
sources which are so much a part of its essential value.

s ¢
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BASIC PRINCIPLES
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These then are the basic principles which should guide our new
approach to rural community development : :
We must treat the problems of rural America as a part of a general
strategy for balanced growth. ‘
We must reverse the flow of power to the Federal Government and
return more power to State and local officials. - - . .
We must fight the rigidities of narrowly focused categorical grants. )
-We must facilitate more adequate'advance planning.
We must reorganize the Federal Government so that it can more . -
- effectively support planning and execution at the State and local level.
We must provide adequate resougces and credit, in"ways which at-
© tract greater private resources for ddvelopment. -
We must develop rural America in ways which protect agriculture
ﬁund the environment.
On the basis of these printiples, we have prepared the following
recommendations for action—including proposals which have been
submitted earlier and a number of new initiatives.

> s
Proposars ALREADY SUBMITTED TO THE CONGRESS
©  DEPARTMINNT OF COMMUNITY DEVELOPMENT

One of the most-significant barriers to effective planning and co-

. ordination in rural areas his been the fragmentation of Federal efforts.

Too many programs whichishould be closelg related are operating as

very separate entities. As a Yesult, Statae and community leaders must

often run a complex obstacle course in order to obtain development
assistance. Frequently there\s poor coordination and wasteful dupli-
cation'and in some cases the\action of one Federal agency actually

conflicts with that of another. | ) o

The principal reason for this fragmentation has been the failure of

the Government to recognize theinter-relationship among rural, sub-

urban and urban problems and the need to strengthen the essential -
social and economic partnership between rural America and our great
mnetropolitan centers. S _

.I' believe the proper solution to this problem is to gather the princi-

pal Federal programs which\qupport -community development within

a single new Department of Cofygnunity Development.

~ This new department would bdh simplify and expedite the tasks

of State and local governments through a broad range of program and

technical support efforts. Because fewer questions would-have to be
resolved in Washington at the interagency level. the new department
would also expedite. the decentralization of Federal decision-making -
which this administration Iys already begun. The new Department of

Community Development would take over most of the functions now

. performéd bv the Department of Housing and Urban Development;

: 'some of the functions of the Department of Transportation, the Office
of Economic OQpportunity and the Small Business Administration: and
the responsibilities of the Departmént of Commerce with respect to the
Title ¥ regional commissions. : '. :

Under our revised plan. for executive reorganization, the Depart-
' ment of:Agriculture would remain gs a separatc department focusing

v
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on the needs of farmers. But a numver of present Department of
Agriculture development functions would be moved to the. new De-
partment-of Community Development, including the Farmers Home
Administration loan and grant programs for rural community water,
and sewer systems and for rural housing; the Rural Electrification
Administration loan programs for electric and telephone systems; the
recently established Rural Telephone Bank; research programs re-
lated to rural community development conducted by the Economic
Development Diwision of the Economic Research Service; and the
programs of the recently established Rural Development Service.

Comprehensive reorganization would mean that every Federal
dollar spent on rutal development could have a far greater impact.
I again call on the Congress to establish this new department, which
would be uniquely capable of launching a \\'oll—(llevelopod, well-
(‘oor]dinated campaign to achieve the nation’s community development
goals. -

A REVENUE SHARING PLAN FOR RURAL AMERICA

Our revenue sharing plan for rural America proposes to unite the
funding for a number ofpoxistin programs into a single more flexible
resource for rural community sevelopmont. Our proposed program
would add $179 million to the various programscto be consolidated,
bringing the total annual program to a level of $1.1 billion. Each State
would receive at least ag much under revenue sharing as it receives
under the current system of categorical grants. The program would
take effect at the beginning of Fiscal Year 1974.

Rural community development revenue sharing funds would be
E)aid out to the States and to Puerto Rico, the Virgin Islands and

juam according to a formula which takes three factors into account: .
the States rural population, the State’s rural per capita income in

comparison to the national average, and the State's charige in rural

population compared to the change in population in all States. In

addition, every State would receive a minimum amount to assure that

all States participate in the program. , .

The revenue sharing proposal incorporates a requirement for state-
wide development plans to ensure that activities carried on under the
rural community development revenue sharing program could be
coordinated with activities under the other general and special revenue
sharing proposals, including those for urban community development
and for transportation. Each year the States would prepare a com-
prehensive statewide development plan which would outline spending
intentions for programs in rural areas and smaller cities, as wq]] as 1n
metropolitan and suburban areas. It would be the responsibility of
the Governor of each State to draw up this statewide plan. This proc-
ess would be supported by another major administration initiative.%ur
proposed $100 million planning and management grant program. /.

The development plan would be formulated through a consultative
process which would consider plans submitted by multi-jurisdictional
planning districts, which the Governors could es.tnhl_lsh with rural reve-
nue sharing funds. These local planning organizations would be com:
posed of local elected officials and woul% be established in all areas of
the State. One member from each of these district planning bodies
would sit on a panel to assist the Governor in the comprehensive plan-
ning process. :
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. This process for developing a statéwide plan would ensure that pub-
lic officials and the general public itself would focus attention on the

? inter-relationships between rural and urban development within each

State. The plan would identify potential growth' greas and develop-

ment Sites as well as areas which are of special environmenté&} concern. -

The plan could also take into account interstate projects and programs
developed through the regional commission mechanism.

The rural community development revenue sharing program repre-
sents a reaffirmation of faith in State and local governments. It is based

’ on’the\concegt that local people have the best understanding of local

i

problems and on the belief that they have the will and the ability to
move vigorously and intelligently to solve them. The revenue sharing
approach removes the often stifling and always frustrating strictures
whreh require that Federal grants be .used for narrow purposes. It

provides the flexibility which State and local governments need in -

order to fund those projects which, they themselves believe would best
ensure rational development in their areas.and most effectively enhance
the quality of life. '

The development plans drawn up under this program would cover
an entire State. Rural revenue sharing funds wouls be spent largely
outsyle metropolitan areas while urban revenue sharing funds would
be used within those areas. It is important to note, however. that rural
aéreas include almost 2,800 of the more than 3,100 counties in the United
States. .

Last March, when I submitted the rural community development
revenue sharing proposal for the first time, I said that “the major
challenge facing rural America is to diversify its economy and to pro-
vide full opportunity for its people to enjoy the benefits of American
life.” I still believe that revenue sharing can do a great deal to help
rural America meet that challenge.

New Prorosars

Revenue sharing and reorganization can have a great long-range
significance for rural America. But we must also take a number of
other steps which T am outlining today, including two major new pro-
posals. ’I&

The second concerns added authorities for improving the environ-
ment and attaining conservation objectives in rural America.

- EXPANDED CREDIT FOR RURAL AMERICA

I am recommending today a new rural community development
credit sharing authority which would give the Secretary of Agricul-
ture and the%

Under this proposal, a new Rural Development Credit Fund would be
established to provide loans, loan insurance and loan guarantees to
the States for their use in assisting development. This credit would
be made available through the Farmers Home Administration for uE
to 80 percent of the cost of establishing or improving businesses whic

help create economic growth in rural areas. This fund would also make
loans and guarantees for sewer and water facilities and other public
works and community facilities, such as industrial .parks andp com-

e first involves a new approach to rural financial assistance.

tate Governors new tools to help revitalize rural areas.
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munity centers, which work directly or indirectly td improve employ-
ment opportunities. g :

Loans and guarantees would bs made in accordance with the State
development plan required under rural revenue sharing. The States
would select specific projects which are consistent with this develop-
ment plan. v . -

A sigmificant new feature of this credit-sharing proposal is the re-
quireMent that most of the authorizations be divife(g) among the States
accophg to the same formula established for.rural communtty de-
velopment revenue sharing. Specifically, 80 pefcent of the loan funds
for commercial and industrial development and for community facili-
ties would be allocated to the States on a formula bagis. The remaining
20 percent of loan authorities would be administered by the Secretary
of Agriculture. A large portion of the authorization—85 percent in
each fiscal year—would be reserved for commercial and ipdustrial de- , -
velopment uses and the remainder would be available for community
development purposes. Each State would know in advance the amount
of grants and credit it could commit according to its plan each year.

his proposal would involve private lending institutions as fully as

possible in the ruril revitalization effort. Financial assistance would
not be provided under the program unless it was clear that firms and
communities could not obtain ¢redit elsewhere. Fully three-quarters of
each year’s authorization would have to be in the form of a guarantee
of loans made by private financial institutions. Hopefully, almost all
loans could be made by this sector of our economy. In addition to the-
direct involvement of private banks, this program would also empha--
size loans to private entrepreneurs for job creation through commercial
and industrial development. Since some equity would be required, these
business decision-makers would be far more likely to make realistic,
workable development decisions than far-removed Federal bureaucrats
can now de. It is alto likely that these market-oriented decisions would
provide sounder, long-term employment opportunities. This combina-
tio%of Federal funding, local initiative and statewide planning utiliz-
ing the private market economy should produce a far mote productive

use of our resources.

1 am proposing an authorization level for this eredit-sharing pro-
gram, which includes the existing Farmers Home Administration
water and sewer program, of $1.3 billion in fiscal year 1974.

v My new proposaﬁs1 also involve additional features and technical
improvements which would streamline and improve the effectiveness
of fafm and rural loan progr{gs now administered by thé Pepart-
ment of Agriculture. Among th®se are proposals to increase the farm
operating loan limit to $50,000 and to increase the limit on new loans
to be held in the agricultural credit insurance fund from $100 million~
to $500 million. This latter provision would provide adequate levels-
to ensure that the expanded loan and guarantee program would have
a substantial impact on rural areas.
In summary, this new approach to credit assistance contains several
advantageous features:. « ) .
(1) It would establish a direct link between credit assistance
and revenue sharing since both programs would be administered
according to the same statewide plan.

50)




90

(2) It would expand the role of private lending institutions.
Firms otherwise unable to obtain credit would have a chance to
mature under this plan so that they could berrow frgm private

- lending institutions at a later time without Federal guarantees.

(3) The plan could work throngh a delivery system for servie-
ing loans which js already in operation  the Farmers- Home Ad-
ministration, which has offices in more than 1,700 counties. There
is an office :within a relatively short distance of practically every
rural community in the United States. This whole system, more-
over, could be_readily transferred to a new Department of Com-
munity Development. — ‘

(4) Projects could be jointly financed by a number of Federal
agencies, such as Small Business Administration, the Depart-

. ment -of Housing and Urban Development, and the Environ-
mental Protection Agency, as well as by other private and public
State and'local agencies. _

(5) Improved planning and program coerdination would be
possible under statewide plans which grow out of the needs and
suggestions of multi-jurisdictional planning districts already es-

» tablished in more than half of the States: These planning bodies
would also provide expertise for communities that are too small
* to employ their own development experts. ‘
L-
IMPROVING THE RURAL ENVIRONMENT

To help carry out our environmental concerns, T propose that the
Secretary of Agriculture be authorized to share the costs of long-term
conservation in watershed areas. Such an authorization. has worked
most successfully under the (ireat Plains program. This measure
would foster the orderly establishment of needed land treatment meas-
ures within the small watershed areas of the country. .

In addition, technical and cost-sharing assistance should be author-
ized within watershed areas for the improvement of water quality.
This would mean that, for the first time, Federil cost-sharing would
be made available to improve water quality on a year-round basis.
Such technieal and cost-sharing assistance should also be provided in®
Resource (‘onservation and Development Project areas.

Finally, the Secretary of Agriculture should be authorized to in-
ventory and to monitor soil, water, and related resources and to issue
a national land inventory report at five-year intervals. Such data
could be used at all levels of government in land use policy planning.

All these proposals would broaden the dimensions of Federal serv-
ice and would give new impetus to the entire rural development task.
But I would emphasize again that this task must be one in which the
people themselves are directly involved—and it must begin in rural
America. Our proposals would provide rural people and communities
with the tools they need to achieve their goals and I hope these rec-
ommendations will receive early and favorable consideration.

REesurrs oF Qur Increasep Emprasis oN Rurar DEvELOPMENT

‘These essential steps now depend on action by the Congress. But
while action on past proposals has been pending, we have also been

e
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taking a number of administrative steps to improve our rurdl devel-
opment programs and have substuntial{)y increased program funding.
For example: ' : ‘
—The funding of prineipal rural development programs in the
Department of Agriculture this year ($2.8 bi lion) is more than four
times that of fiscal vear 1961 and twice that of fiscal year 1969.
- . Twenty-nine of the thirty-four rural development programs in that
department have been expanded since 1969.
. —-Since 1969, the Department of Housing and Urban Development
: 27has nearly tx;lp]egl its grants for non-metropolitan planping g‘i}s.trlcts. .
It funded 155 distriets which received $3:4 million in grants in the
~ last complete fiscal year. ' o
—Rural housing assistance, with an emphasis on low and moderate
income familiés, has reached a record level of $1.6 billion under the
lFax';ners ITome Adrinistratien program—more than triple the 1969 .
level. . v :
—Research '‘on rural development and housing is estimated at $9
million this year, more than doublé that of 1969.
—Fundthg for community sewer and water facilities has reached
a record high level of $300 million in loans, plus $42 million in direct
" grants. This represents an increase of almost 80 percent over the level .
provided two years ago. - 0 . .
—Soil Conservation Service resource conservation and development,
, flood prevention, and 'watershed programs have expanded from $103,
million in fiscal year 1969 to an estimated $156 million this vear.

~With the recent release of an additional $109 million in funds for
rural electrifieation, total available funds_ for the Rural Electrifica-
tion Administration have heen incréased to $438 million for the cur-
rent fiseal year. REA loans from 1969 to 1971 totaled more than $1.4
billion. Since 1969, REA-financed svstems connected 700,00p new elec-
tric services and 420,000 telephone users—the largest three-year growth
since the 19507, - _— o

~The Rural Telephone Bank: with an initial Federal subscription 4
of $60 million in the first two vears, has been established to provide
new credit resources for telephone eooperatives seeking to improve . .
rural ecommunieations. : . RS
—Extension Service community development activities this year at- N
tained a funding leve? estimated at $12.7 million, an increase of $3.7
million over 1969 levels, : e )

"—To broaden the role of the employment serviee in serving our
rural population. a Rural Manpower Sgrvice has been established in .
the Department of Labor. o L S

—A cooperative program called ('oncerted Services in Training
and Edueation has involved several Federal agencies as well as local
“organizations in helping individuals better utilize Federal programs.

. —A-special office has been created within the Department of Health.
Education, and Welfare to focus on speeial problems of human resouree -
development in rural areas. N

This expansion of Federal efforts to stimulate the development of

rural communities has been paralleled by the increased efforts of in-

- dividual citizens, eivic organizations, private enterprise and govern-

ment at the S'ate, county. and municipal level. There are many evi-
dences of the resulting overall progress. . . Sy

-
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- —=Qutmigration from rural communities slowed from 4.6 million
during the 1950's to 2.4 million during the 1960’s. Most of the popula-=.

- tion losses during the 1960’s occurred in the Great Plains and inter-
mountain areag of the West, hut gains were realized in parts of the
Southern Piedmont, the middle Tennessee Valley, eastern Oklahoma,
and northern and western Arkansas. This is evit{once that the migra-
tory tide can be slowed---and in some instances even reversed.

—Income per capita in rural America is growing faster than in met-
ropolitan America, though it still remains below the urban level.

. —While the, incidence of poverty is greater in rural than in urban
America, its reduction rate is nearly twice as fast. .

——Non-farm employment outside the metropolitan centers has gen-
erally grownat a a'lig})},tly faster rate than emp{;yment 1n metropolitan
areas. Manufacturing employment is expanding more rapidly in rural
areas than in the large cities. ‘

- Although rumh\m(-rim still contains about two-thirds of our in-
adequate housing, the ratio of inadequate to adequate rural housing
units hag heen reduced from one-third to one-seventh in recent years.
Rural electric and telephone services have improved ; mor& than 98 per-
cent of America's fiirms are now electrified.. - | .

—During the past three years, fer capita farm income has aver-
aged about 75 percent that of non-farm workers. This is still too low,
but it represents a significant improvement over the past decade.

—The median years of school completed by persons 25 to 29 years

- of age is now about the same—12 years plus—in metropolitan and
non-metropolitan areas.

ATl of thege signg af progress are most encouraging. But this record
1s not something to stand on—it is something to build on. Much sig-
nificant work has already been done-—but the most important tasks

- arastill before yg. o

The longer we put off these tasfs\&ho more difficult they will be,
With the cooperation of the Congress we can promptly take up this
work, opening new doors of opportunity for all who seek a better }ife
in rural America. '

‘ Ricaarp Nixown.
© Twue Warre Hovse, February 1, 1972.
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DEPARTME'NT, OF Aom}cvmvm"j,
OFFICE OF THE SECRETARY,
Washington, D.C., September 30, 1971.

Hon. HErMAN E. TALMADGE,
Chairman,, Commiltee on Agriculture and Forestry;
U.S. Sengte, Washington, D.C. : ’ :

DeAr“MR. CHAIRMAN: This is in reply to your request of July 14, .
1971, for a report on S. 2223, & bill te amend the ("onsolidated Farmers '
Home Administration Act of 1961, and for other purposes.

Title I of the proposed legislation broadens the loan and grant
authorities of the %nrmers Home Administration to permit the fund-
ing of industrial development, health facilifies, publi¢c works and a
wide range of ather rural community development projects, in addi-

" tion to the agency’s present authority fo finance housing, community
services and farmer programs. The present FHA grant authority
wquld also be increased from $100 million to $300 million, and the
-agency would be authorized to provide its services in cities of 1%!) to
-B5,000 population. In addition, under the proposed legislation, FHA
would be divided into a Farm Deyelopment Administration and a
Rural Enterprises and Community Development Administration ‘and
placed along with the Rural Electrification Administration under a
new Assistant Secretary of Agticulture-Rural Development Credit.

Title IT of S. 2223 would create a new Federal Rural Development
Credit System of borrower-owned rural development credit banks and

- related f?nancial institutions and setvices in order to furnish supple-
mentary credit for a wide variety of public and private development
projects in nonmetropolitan areas. : .
. 5. 2223 reflects the growing (‘ongressional interest in undertakihg
new approaches to the development of rural America. This intefest
18 sharﬁd in full measure by the Department apd the Administration -~
generally. ‘ '

The President’s proposals for reorganizition of the Federal govern-
ment and his general and special revenue sharing proposals are aimed
at assuring that the nonmetropolitan areas of the country receive an
equal share of attention and resources in the expenditure of Federal
funds and the deljvery of Federal services. . ' ,

This Department - can also point to a significant growth in its

, commitment to rural development activities. Proposed funding of.
major tural develppment programs by the Department in FY 1972
will be more than four times the level for FY 1961 and more than
twice the level for FY 1969. Thirty-one of 39 programs have been
increased above FY 1969 levels. )

The Department at this time does not recommend the enactment of
S. 2223. The objectives of this Bill can be gained more efficiently and
at less cost through an expansion and improvement of existing
prografus, approval and implementation of the President’s reorganiza-~
tion ‘and revenue sharing proposals, and the development of better
methods of channeling credit funds into specific rural areas where
national growth policies would indicate the need for supplementary
financing of public and private development that is not being funded
through existing public and private sources. o

We are enclosing an appendix to this report which gives the Depart-

“ment’s position on S. 2223 in detail and describes some of the
approacges now being considered to improving the credit position of

x lagging rural communities. -

IToxt Provided by ERI
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‘

The Office of Management and Budget advises that there is-no
objection to the presentation’of this report from the stundpoint of the .
Administration’s program. ' ‘

Sincerely,

: Jo Puin Casenent, Under Seeretary.
Enclosure. . ) '
July 23, 1971

UNtTED STATE: DEPARTMENT OF AURICULTURE,

STATEMENT CONCERNING 5. 2223, A BILL TO AMEND THE CONSOLIDATED
FARMERS HOME ADMININTRATION ACT OF 1961 AND FOR OTHER
PURPOSEN :

(Appendix to Report om S, 2223)

[Title T of 5. 2223 would-hroaden the loan and grant anthorities of the
Farmers Home Administration to permit funding of industriat develop-
ment, heulth facilities, assorted public works and a wide range of
other rurat'community development type projects, in addition to the
present housing und community services programs for rmral communi-
ties and farmer programs. The grant authoritv of FHA would be-
increased from $100 million to $300 million. The ageney would be
authorized to operate in cities of up to 35,000 population or more
populous areas if this was found suitable to promote rural develop--
ment. In addition, FHA wquld be divided into a Farm Development
‘Administration and a Rural Enterprise and Community Development
Administration and  placed along with the Rural Electrifieation
Administration under o new Assistant Seceretary for Agrieulturé-Rural
Development Credit. :

Under 5.-2223 the Rural Enterprise and Community Developmente
Administration would provide supplementary eredit and supervisory

¥

» assistance for new or expanded projeets and enterpeises. S, 2223 would,
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“mission of the proposed Rural Enterprise and CCommunity Deve

in effect, introduce an additionnl Federal ageney into areas of operation
that are already the responsibility of other Federal departments and
agencies, including the lf‘]('(;ln()llli(- Development Adiiinistration, the
Small Business Administration, the Departmient of Housing and Urban
Development, the Department of Health, Education, and Welfare, the
Department of Labor und other agerfeies whoese Fesponsibilities extend
to smaller population areas as well as larger cities. (‘reation of such an
agency in the Department would serve to worsen the already serions
problem of Federal agency profiferation, overlup and confusion in-hoth
the planning and administration of programs at al levels, .
In addition, in order to carry out this provision-of the Biil, the De-
partment would probably be.required to establish an entirely new set
“of field offices parallel with the offices of the proposed Farm Develop-
ment Administration, which would -be responsible for present farm
lending programs of FHA. Due to the expanded and highly (‘om‘)lex
op-
ment Administration and the many specialists that- wonld he reqired
to accomplish this mission, it is unlii(ely the county gffite structure:
of the Farm Development Administration conld be dtilized for this

: [ﬁurpose. Therefore, 1t would probably.be necessary for the proposed

ural Enterprise and Community Development ‘Administration to
establish additional field offices.” - ’

t
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partment of Community Development that gguld bring together
under u single conrdinated nppugenent the ey diverse Federal
programs and,ngencips nowgdviding nssistance to rural and ueban
communities. The  Predidepnd® proposnl wonld result in superior

The President has proposed Jegslytion t()g\x:i’blish nnew e- N

“orgunizationud arrangemada’ tol e restractaring wnd exputision of
the FHA community pdograms provided for in S, 2223 - R

Title IT of S, 2223 wonld create a néw Rural Development Credit
System to meet part of the ‘meed for inerewsed investment in rural
areas by establishing a svstem of borrower-owned finnneial institutions
to gi\'}; rural ureas necess to the central money markets of the nation. g
The System would consist-of a supgrvisory Federal Rural Develop-
ment Credit Ageney, n Federal Rural Investment Equalization Ad- '
ministration and three sets of institutions to make loans for rural
development purposes: participating public and private financiat
institutions, District Rural Devielopment €redit Agencies, and Re-
gionul Rural Development ¢redit Banks.

The System would provide supplementary finnneing for rural
development purposes, “defined as uny public or private project
_contributing to a reasonable national growth policy and the enhanee-
ment of rural areas. Approprinted funds would be made available
. . through the Federal budget in the amount of $2 billion for the purchase”

of capital stock™in the Regional Banks by the Federal Rural }»)uvvlop—'_'
ment Credit Ageney and in the amopnt of $300 million annually for.
interest supplements and capital augmentation payvments. Technical
und advisory assistance for borrowers and research and fact-finding
related to area economies und economic development would also be .
. an important responsibility of units of the Systemn. : .
. The most serious guestion to be raised about the proposat contained

in Title IT of S, 2223 is whether economie conditions in nonmetro-
politan arens have deteriorated so seriously that a massive, potentinlly - .
costly, and admipistratively complex effort of the kind proposed is
now required. The nonmetropolitan regions and subregions of the
conntry differ greatly in tife major [)l'(ﬁ)l(‘lllﬁ they face, their social |
and economic conditions, and grow th potentinl. Some rural arens are ‘
growing rapidly, ‘with an expansion both of vu(f)?omi(- activity and
population pressures, In other urens, there is stagiution and economic
deeline and n general deterioration of the community fabric. A less o »
costly and, in-the long run, more effeclive approach to'the probldms
and needs of the latter wonld be to expand selected existing supple-. -
mentary eredit programs and improve present methods of ehanneling )
private investment into selected rural areas for the specific purpose
of implementing natioitul growth policies, In addition, there is also
o pressing need for more flexible II“v(h‘rul grant assistance to states

. and localities for necessary, and essential community services that
ean sunport long-term development programs.

- The l"

v

resident’s proposed rural reverfue sharing program would
. direet $1.1 billion of Federal funids into nenmetropolitan areas for pur-
’ posey similar to those defined as rural community develspment projects
in S, 2223, Ruraf revenue sharing is intended in part to finance Ipro'e('ts
and nctivities that 'will enable rural communities to improve facilities
» and services which provide abetter elimate for private investment, In
addition, rural revenue sharing funds may also berused by state and

\)“ M - ‘(:\ .
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local governments to give credit assistance through locally sponsoréd
mstitut_ions to accelergte expansion of *commercial and industrial
‘ enber]pmses. . L. R
Policy and administrative flexibility. is buikt into the rural revenue
sharing proposal to enable state'and local officials to pinpoint the geo-
graphic, areas of greatest need anddJo give priority to funding those
projects that will lead to the greatest measure of expansion and im-
proved opportunity: In specific.areas where shertages of private in-

Y

sharing s could be used as “‘seed” capital for investment. The
establishment of state and local institutions for this purpose is much
preferable to creating an additional nationwide Federally-sponsored
credit system. S N : ‘
The Administration is also moving on ‘several additional fronts to
' ?rovi’de for orderly fingncing of major development, programs-no.

" funded outside the regu?ar appropriated budgét. S. 1015, now pending.
before Congress, proposes the establishment of an Environmental

ing bonds and obligations issued by incorporated areas to finance water
and sewer systems. The Environmental Financing Agency would offer-
its own securities for sale in the central money markets and use these
funds for the purchase of municipal bonds. - |
*“The President has stated that he wilglso propose legislation to
provide fot coordinated financing of goverph)ent credit agencies in the
capital market. It is expected a proposs I be made to Congress to
create a Federal Financing Bank to 1de a mechanism to market
the securities and obligations of government agencies which finance
their programs thropgh the sale.of securities or other instruments in
the private caﬁital markets. The intent is to replace with a sin%)le
marketing mechanism the present proliferation of marketing' efforts by
the several agencies financing their programs ouj,:lijie the budget. This

would bring order and stabilityinto this sector of the market. -

A principal objgctive of the Rural Developndent Credit System
proposed in Title IT of S. 2223 is tq increase private investment in
rura] development projects in areas where such investment now is

lagging. @ i obiective, sizeable an .
o accomplish this objective, sizeable and continuing Federal sub-
sidies,would be required. This éxpectation is stated in Section 801 as &
policy objective of the Bill. The mechaniéms to be used'in the imple-
mentation of the policy, interest supplements and capital augmenta-
tion payments, are provided for in Sections 804 and 805. In addition,
ynder Section, 707 appropriations are authorized to augment the special
Treasury fund to cover administrative expenses during the first five
vears of the System’s operation. . L.
" The difference bettveen the total cost of operating the System and
tha return from collections on loans would be covered-by appropriated
furrds advanced by the Treasury Department pursuant to appropria-
tion action by Congress. This method of financing would, of course,
provide a high degree of leverage to the Federal funds used for subsidy
purposes, but it would remove from the discipline of Federal budgetary”
controls the greater part of the System’s lending operations arnd would
result in continuing and substantial levies dgainst Treasury funds to
cover the subsidies. -

: S

vestmen}ﬁcagital were seriously retarding development, rural revenue .
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The finandial apparatus proposed in Title. [I of S. 2223 appears
overly complex and hus certain dubious administrative features, for,
example, the establishment of  district Rural Development Credit
Agencies as financial institutions of multi-juribdictional planning and
development districts of the states. This pfoposal wqul(l ussign com-
plex credit funcgions to quasi-public organizations established pri-
marily for substate “regimiul planning .which luck competency in
commercial credit practices and administration. .

Progress toward the designation and successful operation of planning
and  development districts varies considerably from one state to
another. These multi-county units in some states are without the
necessary legal basis and stute” administrative support to provide a
reasQnable assurance of their competent operation, even at the level
of development planning administragion. In rural areas, particularly,
they may be limited in staff, experience and broad-based local support.

In wddition, the present districts have geographic boundaries,
determined on the basis of a variety of factors having little to do with
the admiistration of a new crédit program within the boundaries -
of the district. For example, some might be too small for this purpose,
if economies of scale Were to be obtained.

Thege is also the added factor,that multi-county planning units, if
givernp hdequate administrative resources, can and should be major
technical and administrative aids to local government and private
organizations in planning for und managing development in nonmetro-
politan -areas. If such agencies now hecome.directly involved in the
establishment and operation of District Credit Agencies under the.
proposed System, they would probably be required to devote most of
their resources to this responsibility, thus neglecting responsibilities
to the larger rural community for comprehensive planping and
management assistance. ‘ o , . .

Under 8. 2223, public bodies, including units of local general
government, would be authorized to receive funding-through the
Rural Devatopnient Credit System. State statutes generally restrict
the authority of local general purpese units of government to assume
credit obligations. Unless these statutes wete changed, many such
units of local government would not be able to utilize the System to
any great extent. State designated planning and development distficts
also would be eligible borrowers under the proposed legislation. At
present, very few such organizations have the authority to yndertake
borrowings for public purposes due to restrictions in thé enabling
statutes creating them. ,

It can be expected that the administrative cost of operating the
proposed Rural Development Credit Systéem will be substantial.
Administrative costs of the Farm Credit System are approximately
$136 million annually for all purposes. The Farm ('redit Svstem 1s
relatively simple in objectives and operation compared with the
proposed Rural Development Credit System. The latter would be
engaged in additional complicated lending operations and would
be providing loans, guarantees, loan, participatios®, etc., for many
other purposes, i.e., housing, industrial- development, community
facilities, etc. Both the Regional Banks and the District Credit’
Agencies would be responsible for prpviding technical assistance

i
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to borrowers on a continuing basis and, in addition, the Federal Rural
Development C'redit Agency would provide'numerous services related
to economic analysis and reporting and technical asisstance. The
agency is required also to employ & stuff adequately equipped in the
field of development banking to give advice ip all fields anJ activities
for which the System would provide financing. '

. . .

I
Sections 708 and 710 authonze and' require the Kederal Rural

. Development Credit Agency to’“‘undertake research into the rural
' development and credit needs of the rural areas of the Nation an!l

ways and means of meeting such needs . . .”” and to “have . . . per-
sonnel qualified to give advice” in & wide range of fields of interest
to local governments and peeaple in rural areas. - % :

These broad authorities duplicate the nauthorities and programs of

the research and extension agencies of the USDA and the Land |

Grant Universities. . . \ ‘
The existing research and extension agencies have qualified and
experienced staff who can perform these services effectively and

" efficiently. The Department objects to these provisions because of

. Hon. HErMAN E. TALMADGE,

A

e :
99 v A%

the 11nnecessnrgﬂduplicatidn of stnf_f and services and because existing
programs can be expanded to serve growing needs at lower cost than

under these provisions of this legislation.

The sizeable costs of the foregoing administrative}and management
services would, of courge, be in addition to the inperest Supplement
and capital augmentation payments.authorized by’S. 2223."
DEPARTMENT oF AGrICULTURE, -
OFFICE OF THE SECRETARY,
Washington, D.C., March 1, 1972.

( hairman; ( ommittee on Agricwltnre and stry,
U.S. Senate ‘ )

DEar MR. CrairmMan: This is in re€ponse to your request of De-
cember 13, 1971, for 4 report on S. 2981, a bill “To provide for, en-
vironmental improvement in rural America.” )

The Administration recornmends enactment of those selected pro-
visions of S. 2981 which were included in the President’s Rural
Development Message to Congress. Febryary 1 1972. *

Title I of the bilﬁz would amend the \Vntor.&md Protection and
Flood Prevention Act (Public Law 83-566), as amended, (1) to au-
thorize the Secretary of Agriculture to cost-share in watershed projects
for needed measures planned and installed in cooperation Q\itlﬂ public
agencies and local organizations that would restore, improve and

maintain the quality of the environment, and storage for water

quality management, (2) to authorize-the Secretary of griculture to -

enter into long-term contracts with landowners and operators for -

making changes in cropping systems and land uses and for installing
needed spilyand water conservation practices in watershed projects,
(3) to authorize local organizations to use Federal funds available to
them other than those appropriated for the purposes of the Watershed
Protection and Flood Prevention Act, in acq}lllisi_tion-o; land, easements,
and rights-of-way needed in connection with works of improvement in
watershed projects, and (4) to authorize tha Secretary of Agriculture

4
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t to bear not to exceed one-half the cost of's.tom;rzho of water-added tq

*any reservoir constructed or modified under the Act to meet present
_demands for municipal, industrial or rural development needs. Also

included are provisions for coordination with the Administrator of

the Environmental Protection Ageney and the Secretary of Health, .

Education and Welfare, respectively, on work plans which would

include works of improvement for the prevention, control arfd pbate-

ment of water poltution or which in_('hyl(' features whigh may affect

the public hopl;‘l. S | ’ .

. Title I, Section 201.of ¥S. 2981 provides for “ubwmlin the
Bartkhead-Jones Farm Tenant Act,-as amended.” This umon(ﬁnent
would add to the present authorizations in the Act by authorizing the
. Secretary of Agriculture to assist State and local public agencies and
local non-profit organizations by, (1) providing technical and cost-
sharing assistance (up to 509%) for the storage of water to meet rural
« community water supply needs, (2) providing technical and cost-
sharing” assistance for installing measures and fucilities. for water
quality managemerit, for the control and abatement of agriculture-
related pollution, and for the disposal of solid wastes, and (3) providinge
technical and cost-sharing assistunce for the storage “of water in
reservoirs, farm ponds, or other impoundments having community
benefits, together with the necessary water withdrawal uppurtenances

for the purpose of rural fire protection. Section 202 directs the Secre-
tary of Agriculture to carry out a. land inventory and monitoring
program to include studies and surveys of erosion and sediment
damages, land use changes and trends; and ehvironmental degradation
resulting from improper use of soil, water and related resources, and
“to report at not less tllmn five-year intervals on soil, water and related
resource condjtions. ' ’ ‘

_The following is awummary of the provisions supported by the
Administration: (1) amending the Watershed Protection and Flood
Prevention Act to provide cost-sharing for water quality management,
which should be consistent with the standards and regulations es-

» tablished by the Water Resources Council on cost-shafing for water a
quality management, to authorize agreements for cost-sharing: up
to 10 vears within watershed projects for land treatment mousures,

., (2) amending the Bunkhoml-Jones Furm Tenant Act to authorize
cost-sharing for water quality management within Resource Conserva-
_tion and Development areas which should be consistent with the stand- -

. ards and rogulut‘loné established by the Water Resources Council ‘
. on cost-sharing for water quality management, and (3) directing the
Stcretary to carry out a land in)&p‘ntor_v and monitoring program and

to report at not less than five-yeiir intervals on soil, water and related
resource conditions. These provisions are estimated to cost $16.5
million the ‘first vear, increasing to $27.0 million the fifth year. The

N Administration also supports provisions for interagency coordination

" in connection with the review of watershed work plans )

The Administration does not support other provisions in 3. 2981,

which add to ongoing Soil (‘enservation Service prolgrams, including

cost-sharing for additional purposes, and the use o other available

Federal funds. We believe the President’s rural revenue sharing pro-

posal would be a more effecfive approach: )
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. The Office of Manugement and Budget advises that there i no
) objection to’the presentation of this report from the standpoint of
' the Administration’s program. : -
Sincerely,

T. K. CowpeN, Assistant Secretary.

o
DEPARTMENT OF AGRICULTURE,
OF¥F1CE OF THE SECRETARY,
T . Washington, D.(., November 3, 1971.
Hon. HErmAN E. TaLMADGE, - -
Chayrman, Committee on Agriculture and Forestry,
US. Senate oo :
Dear Mr. CHatrMaN: This replies to your request of April 20,
. 1971, for a report on S. 1560, a bill “To amend the Soil Conservation
andomestic Allotment Act, as amended, to permit sharing the cost
of agriculture-related pollution prevention and abatement measures.”
'I‘fml Department of Agricultuze recommends that the bill not be
passed. : ) P
These amendments would add’to the present authorizations in the
. Act, one specifically to provide assistance for the “prevention’or abate-
. ment of agriculture-related pollution,” and others to permit imple-
menting tﬁat addition. They would permit’ the Secretary of Agri-
culture to share with agricultura] producers the cost of carrying out
agriculture-related pollution prevention or abatement practices which
do ndt also conserve soil or water. This expanded authority would
authorize the same kind of assistance that is currently available under
- the Rural Environmental Assistance Program for soil-building and
goil- or water-conserving practices, including wildlife-conserving and
pollution-abating practices which are also soil- or water-conserving
" . practices.
The inclusion of these proposed additional practices would be in-
consistent with the President’s Rural Community Development
Special Revenue Sharing Proposal which will incorporate the funds
from the Rural Environmental Assistance{Program (REAP). The
" Rural Community Development Revenue Sharing Proposal will per-
mit State and local governments to undertake a broad range of prob-
R léms which could involve a program along the lines of REEP Such a
rogram could include s.ssis?ﬁce such as that contemplated in S.
!1560.V-'I‘hereforo, we believe S. 1560 is unnecessary. Also, it is incon-
sistent with the concept of revenue sharing and increasing reliance on
local initiative and decisionmaking: * - ’
The proposed amendment would also be inconsistent with the
Administration’s policy of curtailing commercial/industrial pollutipn

\

through regulatory means and requiring recovery of costs of facilities’

associated with treatment of industrial wastes. We believe that dg-
parture<from this policy is undesirable. . .

The Office of Management and Budget advises that there is no
objection to the presentation of ‘th'& report from the standpoint of the
AJministratioh’s program.

- Sincerely,

J. PuiL CAMPBELL, Acting Secretary.

-

ERIC ‘ 101




i +B-174909.

101

' .()c')MPTuou,Eu Gengral ofF HE UNITED STATES
Washington, D.C., February 17, Yore.

Hon. Huperr H. HuMPHREY, . .
Chairman, Rural Development Subcommittee, Committee on Agriculture
and Forestry, U.S. Senate. . oo

Dear MR. CHarruan: Reference s made to your letter of January
5, 1972, requesting our comments on the November 8, 1971, Commit-
tee Print of S. 2223, which, as stated in its title would establish a
nationwide Rural Development Credit Incentives S{?tem and amend
the Consolidated Farmers Home Administration Act of 1961.

The bill contains three titles. The first title would create a new Fed-
eral Rural Development Credit System of borroweMowned rural
development credit banks and related financial institutions and serv-
ices in order to furnish supplementary credit for a wide variety of
public and private development projects in nonmetropolitan areas.
~ The second title expands the aughority of the Farmers Home Ad-
ministration to permit the funding of industrial development, health
facilities, public works, and a wide range of other rural community
development projects. It would also reorganize the loan programs
under the Farmers Home Administration of'the Department of Agri-
culture so that the Department, could more effectively deal with the
credit of both farmers_and nonfarm rural residents.

/The third title would require the Secretary of Agriculture to pay 50
percent of the interest yield on any obligation for a rural development
purpose issued by a State, State instrumentality, or local general
Government as a taxable, rather than tax-exempt, obligation and re-
name the Department of Agricultures as the Department of Agricul-
ture and Rural Development. N '

Section 201(g) of S. 2223 would provide that all Federal Board mem-
bers shall be reimbursed for travel and reasonable expenses incurred
in attending meetings of such Board and in discharge of their official
duties. This section places no restriction upon either the type or
amount of travel expenditures, rior. does it permit the payment of
either travel or subsistence on a commuted basis. Sections 5701-5708
of title 5, United States Code, provide géneral authority for the heads
of all agencies and establishments to pay a commuted allowance of
$25 per day in lieu of actual expenses for subsistence and other neces-
sary @rnvelyexpenses’ unless such allowance would be much less than
thel actual and necessary expenses in which event the head of the’
agency may authorize reimbursement not to exceed$40 per day, on an
ncgmf expense basis. - . ‘ T .

ssum{ng that it is not desired to make the travel expenses of the
Federal Board members subject to the general laws relating thereto,
we believe that the bill would provide more satisfactory guidelines
from the standpoint of both administration and audit, and at the same
time, not result in the loss of monetary benefits if section 201(g)
were revised to read as follows:

v Each appointed member of the Federal Board shall re-
ceive $200 a day for nmot more thanrseventy-five days of
meetings each year and all members ghall be entitled to be
reimbursed for necessary travel expemses (or in the alterna-
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tive, mileage fog use of his privately owned vehicle and a per
diem in lieu of ubsistence not to,exceed the rates prescribed .
in 5 U.S.G» 5702, 5704), and other necessa -expénses in-
¢ "+ curred iir attending meetings of the Federa] Board and n
discharge of 'his officiyl’ duties, without regdrd to the pro-
visions of subchapter I, Chapter 57 of title’5 of the- United
“States Code, the Standardized Government Travel Regula-
tions, or 5 U.S.C. 5731. Nothing in the préceding sentence
shall.be construed to limit the number of days of meeting each
year to seventy-five days. L0

Wo suggest also that section 403(h) rélating to members of the
board of directors of the Regional Banks be revised in a manner
-sirnilar to the suggested revision of section 201(g), including the last

sentence.thereof. ! .

“Sections 302(b) and 703(b) would authorize the Federal Rural
: Development Credit Board to fix the allowance for necessary travel
s and subsistence of the Executive Director and Administrator, re-
%).ectively.'ka are not nware of.un[y rensons why the Executive
irector and the Administrator should not be subject to the usual
travel laws and regulations and we suggest that these.sections be
revised to make their travel subject to the laws and regulations
-generally applicable to Federal employees. ’ -
Section 303 states that all acts.of the Executive Director shall be
conclusively presumed to Be in compliance with the orders and direc-
tives of the Federal Board. Section 406 contains u similar provision
stating that any. Regional Bank, its board of directors, and its presi-
dent shall be conclusively presumed to be acting in accordance with
policies and regulations established by the Federal Agency il
their actions and decisions. These provisions are brought to the
attention of your committee in that the need and the purposes thereof
are not entirely clear to us. 2 ‘

" Section 407(a) states that the pertinent provisions’&f the Govern-
ment Corporation Confrol Act shall be applicable duNng the time
stock of any Regional Bank purchased by the Executive %)irector is

“outstanding. The applicable audit provisions of the“&overnment
Corporation Control Act would require annual sudits and reports
by the General Accounting Office. We believe that the Comptroller
G)enoral should have reasonable flexibility in the atilization of the
manpower resources of the General Accounting Office. Accordingly,
we recommend a provision along the following lines be added at
the end of section 407(a): -

Notwithstanding the requirements for annual audits and
annual reports to®the Congress thereon contained in sec-
tions 202 and 203 of the Government (lorporation Control
Act the operations of the Regional Rural Development
. . Credit Bahks shall be subject to audit by the General

Accounting Office at-such times’and to such extent as the

Comptroller General shall determine. ‘

? Subsection 506(b) would authorize ‘each District Agency in exX-
'tending' financial assistancc¢ to borrowers to provide, for deferral g}f .

>
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. the initial annudl repayment of “prineipal and interest for not to

. exceed ten Vears. In view_of the interest snpplements and the eapital
“ augmentation payments authorized by seetions 704 and 705 your
Committee may wish to revise this Section to include guidelines as.
to.the conditions under which deferral of the repayment of prineipal

Sections 704(¢) and 705(d) - provide that no applicant shall be
eligible for an interest supplement or eapital augmentation pavment
unless his books ofcnacount are open at all times for examination by
appropriate authority and the General Accounting Office. Section 707
states that as a condition of approval of any application, the dpplicant
must agree to keep his books 0} aceount open at all times for examina-
tion by appropriate authorityund the General Aecounting Office.
We helieve that necess by the General Ac¢ounting Office as authorized
in séction 707 is all that is necessary. Accordingly, we suggest that the

‘refefences to the General Aecounting Office.in seetions 704(¢) and’
-705(d) be“deleted. . . .

Seetion 705(¢)(2) would involve the Géneral Aecounting Office in
the administrative prpeess of determining the amount of “eapital
augmentation payments authorized under seetion 705. We l)fxlieve
that it *would be undesirable for our Office to participale
in those. determinations in thiat sueh participation by our Office
woulld be inconsistent with the coneept of independence and objectivity
which would be implicit in any revjews by our Office of the nctivities
of the Federal Rural Development Investment Ineentives Adminis-
tration. Aceordingly, we urge that the reference therein to the General
Accounting Office be deleted. 4 '

Seetion 802(n) states: .

Exeept ns provided in this Aet, each institution of the

. Rural bovolop@wnt Credit System. at sueh times as the

' Federal Board may determine, shall be examined and audited
by examiners of the Farm Credit Administration. on a rejim-
bursable” basis and by auditors of the General Aecounting
Office, but in no event shall any sueft institution be examined
and audited less frequently than onee n year. If the Exee-
utive Director determines it to be necessary or appropriate
the required examifations and audits may be made by in-
dependent ceértified publie aecountants * * *.

This section authorizes the Federal Rural Development Credit
Board and the Executive Direetor to determine whether the institu-
tions of the Rural Development CreditSystem would be audited by
the Farm Credit Administration, the General Accounting Office, or
certified publie aceountants. We believe that aundits by the General
Aceounting Office should be at the diseretion of the Comptroller
General. Aecordingly, we recommend that the reference to the (l}enoml
Aceounting Office be deleted from section 802(n). Appropriate
yrovision for audits by the General Aceounting Office could be made
v adding a new subsection to section 802 as follows:

; - Each institution of the Rural Development C'redit System,
. shall be subject to audit by the General Accounting Office at
such times and to such extent as the Comptroller (ieneral

shall determine. . :
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We noted the following editorinl matters.
© We believe the word “not” should be deleted from line 13, page 46.
On page 91, line 24, the words “District Agency’ presumably should
be 'Federal Agency.” .
. Sincerely yours,
' v R. F. KeLLER,
' Deputy Comptroller General of the United States.

ExvikoNMENTAL PROTECTION AGENCY,
Washington, D.(%, September.30, 1971,

Hon. Huranr H. HuMmpHrgy,
Chairman, Subcommittee on Rural Development, Committee o Agri-
’ culture, U.8. Senate, Washington, 1).C".

. Dear Mr. Crmairman: This is in response to your request for our

. views and, recommendations on Senate bill 5. 2223 and Amendment

153 to S. 1483. You have requested that we give particular attentiomn

to the most’effective ways in which the credit institutions proposed in

the Bills could sipplement rather than compete with the eredit pro-

grams of this Agency. .

5. 2223, a hill “To amend the Consolidated Farmers Home Adminis-
tration. Act of 1961, and for other purpeses,” includes two Titles.
Title T of the bill would broaden the applicability of the Act by in- '~
creasing the types of projects eligible for aid under it, including
vollution ('()ntrol. waste disposal,.and water supply projects. Furmers
S.Iome Administration grant and loan authority Would increase from
$100 million to $300 million. Further, aid available under the Act
would include both direct and insured loans in addition to grants: and
the Farmers Home Administration would be divided into two adminis-

-trations under a new Assistant Secretary of Agricultuge for Rural

Development ('redit. "The two administrations would be the Farm

Development Administration and the Rural Enterprise and Commun-

ity Development Administration. Title I also 4ncreases the size of

communities eligible under the Act to 35.000 per<ons from 5,500.

Title I creates u Federal Rural Development Credit Swstem which - °
would make loans available to public und private Lorrowers in rural

~arens as defined above. Borrowers would be eligible only if they could

- not obtain credit elsewhere, but loans could he obtained for o wide

“range of rural community development projects. The Credit System

is modeled on and would not replace the existing Farm Credit System,

and although initially capitalized by the Federal Government at $2
billion, it would eventunlly, under required loan terms, be
horrower-owned.

Title IT further provides for technical assistunce on.eligible prrojects,
which would jnclude (Section 710) “water and sewage facilities and air
pollution controls’’ as well as “water, and water distribution, and solid
waste disposal.” The same section contains authority for research and
information gathering. o .

. Amendment 153 to S. 1483 (whose purpose is identical to the-
following) is a bill “To further provide for the farmer-owned co-
operative svstem of making credit available to farmers and ranchers
and their cooperatives, for rural residences, and to associations and
other entities npon which farming operations are dependent, to provide

.
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for an adequate and flexible flow.of money into rural areas, and to
modernize and consolidate éxisting farm credit law to meet current and

future rural credit needs, and for other purposes.” The bill-would

. provide for loans from basic working capital of $1 billion for, among
other things, “supporting private and public development facilities”,

N which means any facility integral to an economic development activity
under the bill and accessible to the public. Economic developinent
activities are confined to offices, factories, stores, shipping facilities,

| and similar activities. A Rural Community. Developnient Bank would
administer the loan provisions of the bill, and “provide techmical

. assistance to State and local governments in the preparation and '
implementation of comprehensive rural community development
projects and programs . . .’ as.well as other services.

Amendment 153 to S. 1483 is much more narrow i scope than
S. 2223. For thst reason our remarks will address S. 2223 only, since.
they can be applied to AM]ment 153 as appropriate. The purpose
of fhis statement is not to analyze the workability aid merits of the -
financing schemes proposéd in those bills but rather to explam in what
ways S, 2223 .(an(‘ to a limited extent Amendment 153 to 5. 1483) .
relates to EPA programs and would affect them. ‘Where névessary
those programs will T)eAIes(zribe(l. '

Our concern with S. 2228-stenfs from these interrelated considera- <¢
tions: does the proposed legislation® cause duplicatien, of effort or
increase the number of Fudera.fwagg.ncios providing a specifie service,
or services; would regional planning and pollution-control programs be '
adversefr affected by the introduction of another project- hancing
agency; and are Federal pollution-control Tesources used efficiently to
achieve maximuin effect, : -~ » .

We concur with the July 23, 1971, staterhent by the Under Secre-
taay O Agriculture and with the President's report pursuaht to Title
9 of thw Agricylture Act of 1970, both of which support the intent of
S.,2223 and Afnendment 153 of S, 1483 to provide means to channel
more money, both government and private, to rural communities - .
in order to rejyvénate or keep viable their economic bases; but which
- fupport or propose broader programs- -general and specific revenue
sharing -which grate present diverse and.often divergent pro-,
grams to accomphsh that intent. ' . . .
Our major related program is the water pollution control facilities .
onstructionprogram. S. 2223 is related in two ways: the proposed Té
ngrease-of FHA grant and loan apthorities; and the additional credit
svstem propoged in Tithe [T, 1 "N ‘ \
The FHA[ provisions increasg’ the types of projects eligible for’
grants and loans while-increasing the funds available; in our view the
net effeet would be to increase the expenditure of Federal funds for ‘
water pollution control facilities by-a separate Federal agency. This
effect 1s undesirable for two reasons: the increased division of that
varticular Federal rm('.&l\ment function among its agencles when a .
asic purpose of the Administration has been to consolidate such
fupctions; and the closely related impact of such division on planning
and the setting of priorities. We firmly believe that water pollutiay PS
control programs should be concentrated in_this Agenoy, which was
created for the purpose of consolidating Federal polhf(i\on ‘eontrol .

ha N -
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. and Avironmenml protection netivities; and that only throygh tight

single agency control can limited Federal pollution-control resources ~-

be used with greatest efficiency and impact. . .
Although the amount of Title I funds to be channeled into waste
“trentment projects is not specified, there would appear to be no real
justification for increased funds for this purpose in ‘view-of past and
proposed waste treatment'works programs in EPA described below.
(Similar conflicts may exist between the Farmers Home Administra-

tion programs and the water and sewer programs of HUD.)

. We have requested sufficient fund4 (36 biﬁion) to cover the Federal
share of all municipal treatmerit water pollution control needs. Our
2 billion estimate of total needs was determined from information®
Yprovided by the.States, direct contact with major cities; and our own
studies and statistical analyses. Qur cstimates are intended to meet

all eligible!requests Yor funds, regardless of \how small the community* *

or the request is. In the past the majority of projects (859 ‘of the
total made) have been placed in communities ‘of less than 25,000
persons, and 509, in communities of less than 2,500. As of April 30,
1971, out of a total of 11,761 projects, 7,318 were in communities’ of
under 5,000; of these, 5,653 were in communities of 2,500 or less.

In order that rural communities will meet water quality standards,
which will be enforced with as much vigor in rural areas as elsewhere
throughout the Nation, we have taken into account their present fi-
nancing needs in the following way: In December 1970, EPA estimated
that the cost of constructing sewage treitment, facilities in municipal-
ities throughout the Nation to meet water quality standards and
enforcement requirements, through FY-1974, was approximately $12
billion as noted above. Given that the ‘approximately 9,000 projects

»» which ¢omprise the $12 billion are spread in communities throughout

the country in the same manner as projects previously assisted by

with populations of 5,000 or less. Therefore, approximately $2 billion

&

EPA, it is estimated that 179, of the $12 billion is for-(‘ommunitiPSJ

of the construction fieeded -through FY-1974 would be in municipal-
ities with populations of 5,000 or less. : . '
Major differences between the FHA grant program and the EPA
- program*are the level of funding and eligible grant recipients. The
HA basic_grant is authorized at 50 percent whereas an EPA grant
is limited to 30 percent and can go up to 55 percent only if the State
pays 25 percent of the cost of a project and certain water quality
‘requirements are met. FHA grants may be made to ‘“‘associations, in-
cluding corporations not operated for profit, and public and quasi-
public agencies” whereas EPA grants may be made only to_States,
municipalities, and interstate and intermunicipal agencies.- To dis-,
courage ‘‘shopping” -by prospective grant-recipients, FHA has in-
formally agreed-t{o limit its grants to the EPA maximum and to
consider only those applicants who have not been able to obtain
. financing through EPA due to lack of available funds to cover such
projects. However, the fractionalization that would resalt from in-
creasing non-EPA programs in this area is undesirable. h
. Section 104 of Title I provides that no grant shall beamade if the
project or community developrnent is inconsistent with any planned
development officially approved by a competent authority for the area
in which the rural community is located. The section further stipulates

~
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that no loan shadl- be himde when the project is inconsistent with
multijurisdictional planning, and development district
planning. This determination will apparently be made when the appli-
cations are reviewed and.commented on by the multi-jurisdictionnl
agericy,. or country, or munictpal government, having jurisdiction
over thé aren in which the proposed project ix located. This change
is desirable. EPA and HUD have entered into an agreement standard-
izing planning requirements for grant assisted projects. It appears
that Sectjon 104 can be interpreted as engodraging joint FHA-EPA-
that the bill stipulate
such standardization, as well as stipulate Federally-recognized
multi-jurisdictiong! planning authorities. Finally,

totbe consistent with . EPA river basin water pollution control planning,

Similarly, where Tital 1I, Section 710, provides for technical
assistance, we ure concerned aabout division and duplication of effort.
Technical assistance personnel would cover among other things
operation and administeation of Federal grant programs, adminis-
tration development and operation of community facilities, technical
data and requirements in the following specific activities related to
water: water and sewage facilities and air pollution controls; water,
and water distribution, and solid waste disposal; multi-purpose water
development ; and comprehensive area planning.

We would point out that most of these are functiong already pro-

" vided for by the Congress in the statutory authorities under which

this Ageirey operates, and that the need for another technical staff
in another Federsl agency simply does not exist. s

The question has arisen as to how water quality standards are set-

and’ enforced, particularly in-rural areas: Water quality standards
were established tunder the Federal Water Pollution Control Act, as
umondeé\{ The States, through public_hearings, determine the uses to
be made ‘of all interstate streams, numerical criteria to protect those
uses, and an implementation and enforcement plan. These items com-
prise the water quality standards which, after adoption through State
adepinistrative processes, are submitted to the Environmental Pro-
tection Agency Eor review and approval. This Agency™s judgments as to
the acceptability of the 'numericu\ criteria are based upon scientific and
techni(-uﬁ recommendations made by the National Advisory Technical
Conimittee on April 1, 1968. Standards are adopted by each State
acting individually but they are reviewed for regional consistency.
The enforcement of water quality standards is governed by Section
10(c)(5) of the Federal Act which provides - that 1

the water quality standards may be abuted in accordance with the
yrovisionts of section 10(2) (1) or (2) of the Federal Act. Those sections
in turn nuthorize the Administrator to request the Attorney General
“to commence syit against a polluter if the dischurges under considera-
tion can be shown to affect {l(‘lllth or welfare. The Goveror's consent
is required where the pollution effect is intrastate. At lenst 180 days
before iny abatement actiom is initinted under subsection 10(g){1) or

(gf2). the Administrator is required to notify the violators and other

interéstedl parties of the violation.
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! in line with our
prineipal concerns, we would prefer that any such program be required

matter- which is~
discharged into water so as to reduce the quality.of such water below
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«  or enforcing water quality standards. -
The impact of establishing water quality standards for streams
" in rural greas may be significant depending upon the condition of the
water prior to setting the standirds and whaz degree-of water quality
is desired by the people in the area who determined the use to be made
" of the water. In casés where relatively common waste treatment pro-
' cessés need to be upgraded or treatment plants constructed, the- " & ..
impact may not be great., ‘- Coe . Lo .
is picture may change in areas,where the water pollution problem )
is caused by run-offs from feedlots, fertilization practices, or other
2 . agricultural water uses. Control of pollution from such non-point .
sources is more difficult and in some instances not-practicable givenw + -
: ex_istin§ technology. e . . o
Finally it has 'geen asked what a waste treatment facility for a
¢ . typical rural community would cost. A common type of water pollution
. control-facility censtructed for communities with populations néar
“ . 5,000 is an Extended Aeration plant. Given an Extended Acration
plant with a giesfgn population-of 5,000, the following estimates apply:

No distinction is mﬁde, between rural and non-rural areas in seging'

: Cost of constructing the plant is estimated tobe_. - _____________ 1 $386, 000
. Cost of constructing the interceptor sewer is estimated to be._____._- 1190, 000 .- w
" Cost of Engineering Services for both the plaht and sewer is estimated " >

Ctobe_.._________________ e e e e 58, 000

Annual Qperation and Maintenance cost is estimated to be_______. » 22,-000

‘1 Cantragt cost only. Interestand amortization gosts not included. Silould.q,collectlon sever system wl||c_h_" »
1s ineligible for EPA grant gssistance also be nesded, the estimated cost of constructing one {s §803,000. ~

., + In surmary, wé want to emphasize first that we do not oppose - . " -
"t" - efforts to channel"to rural areas essential financial resources which can
be applied to the betterment of those areas by re-vitilizing the miraf
*~ economy. Howevers, for the reasons advanced in the foregoing state-
* ment, we feel that provisiens of the proposed legislation are undesirable -,
in view of this Agency’s programs. S . -
.. We areadvised by the Office of Management and Budget; that there -
‘is nd objection to the presentation of this report from the Administra- - <
¢ . tion’s standpoint. t o ‘ = ’
R Sincerely yours, » ’ .
L0 WiLniam D. RuekELsHAUS, -
- Administrator .

-Cyanages' IN Existing Law

In compliance with subsection (4) of rule XXIX of the Standing -
Rules ‘of the Senate, changes in existing law made by the bill, as
reported, are shown as- follows (existing law proposed 'to be omitted

. is enclosed in black brackets, new mdtter is.printed in italic, existing . _
. law in which no change is proposed is'shown in roman):

LE 5, 'UNITED STATES CODE - *

§5315. Positions at level IV. =~ . L
. Level IV of the Executive Schedule gpplies to the following positions,

+ for which the annual rate of basic pay is $28,750:* '
- * % s ® .’ PR

. (11) Assis;ta;nt Secretarieé of Agricult.ure [3)] (4).
i » Do * * T

. . s
. " U Now $38,00. 8ee 2 U.8.C. 88 note.
o . | .
ERIC - - o
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) Executive Director of the Federal Rural Developmett Credit
gency. . ’
(96) Administrator of the Federal Rurgl Development Investment
_Incentives Administraton. , '

' ¢ g4316. Positions at level V. oo

. Level V of the Executive Schedule a,ppliesA_t,o the following positions, °
. for-which the annusl raté of basic pay 1s $28,000: *

-

ot c . @ C. . R | * »
"(4) Administfator, [Farmers Home Administration] Farm -
’ _ Development -Administration, Department of Agriculture. )
: .. e N P S A '
(131) Administrator, Rural Enterprise and Cmmunity*ljevelop-
ment Administration, bepartment of Agriculture. e -
(182) Deputy Ezecutwve Dii'ector,),zﬂg the Federal Rural Deyelop-
ment Credit . . S . .

S, v ¢ - . v . ’ / M
/L‘ Section 5136 of THE Revisip Starurtes (12 U.S.C. 24)

§24. Corporate powers of associations.

- Upon duly making and filing articles of association and an organiza-
tion certificate a national banking association shall become, as from

~ the date of the execution of its organization certificate, & body eotpo-
rate, and as such, and in"the name designated in the organization
certificate, it shall have power— - .

- * » - » » *

H

officers or agents, subject to law, all such incidental ers a8 shall

be necessary to carry on the business of banki?ng; by discounting and

negotiating promissory notes, drafts, bills of exchange, and other

evidences of debt; by reeeiving deposits; by buying and selling ex- o

change, coin; and bullion; by loaning money on personal security ; and “

by obtaining, issuing, and ciréulating notes according to the provisions

o{ this chapter. The business of dealing in securities and stock by the

association shall .be limited to purchasing and selling such securities

and stock without recourse, solely upon the order, and’for the account

. of, customers, and in no case for its own account, and the association

. shall not underwrite -any issue of securitiés or stock: Provided, That

the associatior®may purchase for its own account investment securities

under such limitations and restrictions a¢’ the Comptroller of the

Currency may by regulation prescribe. In no event shall the total

amount of the investment securities of any one obligor or maker, held

by the association for its own account, exceed at any time 10 per

" centum of its capital stock actually paid in and unimpaired and 10

. per centum of its unimpaired surplus fund, except that this limitation .

‘ shall not require any association to di¥pose of any securities lawfully

- held by it on August 23, 1935. As used in this section the term “in-

. vestment securities” shall mean marketable obligations, evidencing

. indebtedness of any person, copartnership, association, or corporation

+ in the form of bonds, notes and/or debentures commonly known as

investment securities under such further definition of the term ‘‘in-
vestment securities” as may by regulation be prescribed by the »

—_—
~ *Now $36,000. See 2 U.8.C. 338 note.

Seventh. To éxercise .by its board of directors or du]i' authorized

3 v
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Comptroller of the ‘Curroncy. Except as - hereinafter provided or
".otherwise permitted by law, nothing herejn, contained shall authorize
the purchase by the ussociation for its own- account of any shares of
st,()(-t: of any corporation. The limitations and- restrictions herein,
contained as to dealing in, underwriting and purchasing for its own
\account, investment securities shall not apply to obligations of the
nited States, or geheral obligations of any State or of any political
.fubdivizon theregf, or.obligations issued under authority of the Federal
arm Loan Act, as amended, or issued by the thirteen banks for co-
- operatives or any of them or the Federal Home Lioan Banks, or obli-

ations which are insured by. the Secretary of Housing gnd Urban
%evelopment under title XI of the National Housing Ect or obliga-
tions which jare insured by the Secretary of Housing and Urban

- Development (hereinafter in this sentence reférred to as the “Secre-
- tary”) pursuant to section 1713 of this title, if the debentures to be

issued iIn payment of ‘such ingiged obligations are guaranteed as to ...

principal and interest'by the United States, or obligations, participa-
tions, qr other instruments of or issued by the Federal National
Mortgagze Association or the Governmeqt National Mortgage Associ-
ation, lor .such obligations of any local public agency (as defined in’ .
sectiony 1460(h) of 'Fitle 42) as-are secured by an aﬁreement betweeh
the local public agency and the Secretary in which the local public
-agency agrees to borrow from St Secretary,\.and‘ said Secretary
lend to said local ﬁubhc agency, monies in an a rgTegate
hich” (together with any other monies irrevocably com-
» mitted to the payment of interest op such obli%atiolls) will suffice to
¥ pay, when due, the interest on and all installments (including the
al instaliment) of the principal of such obligations, which monies
under the terms of said agreement are required to be fised for such
pyments, or such obligations of a l‘public housing agency (as defined
n the United States Housing Act of 1937, as amended) as are secured
s+ either (1) by an agreement between the public housing agency and
the Secretary in which the public housing agency agrees to borrow

. from the Secretary, and the Secretary agrees to lend to the public
housing agency, prior to the maturity of such ebligations (which

~

obligations shall have 4 maturity of not more than eighteen months),

monies in an dmount which (together with any other monies irre-
vocably commitled to the payment of interest on such obligations)

will suffice to pév the Frincippl of such obligations with interest to
‘maturity thereort, which monies under the terms of said agreement

. are required to be used for the purpose of paying the principal of and

\ the interest on such obligations at their mutm‘it_y, or (2) by a pledge
of annual contributions under an annuak contributions contract be-

- tween such public housing pgency and the Secretary if such contract
shall contain the covenant by the Secretary which is authorized by

' section 1421d(b) of Title 42, and if the maximum sum and the maxi-
mum period s¢pecified in such contract pursuant to section 1421a(b)

- . of Title 42 shall not be less than the annual amount and the period for
payment, which are requisite to provide for the payment when due of
R all installments of principal and interest on such obligations: Provided,
That in carrying on the business commonly known as the safe-deposit

- business the association shall not sgmest in the capital stock of a

]
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corporation organized under the law of any.State to conduct a safe-
deposit business in an amount in excess of 15 per centum of the capital
stock of the association actually paid in and unimpaired and 15 per
_centwm of its wnimpaired surplus. The limitations and’ restrictions
lhereir ('ontninelf as to dealing in and underwriting investment se-
curities shall not apply to obligations issued by’ the International Bank .

for Reconstructi@’d Development, the Inter-Amertcan Develop-

ment Bank or th n Development Bank, or obligations issued by*
any State or politiedPsubdivision or any agency of a State or political
subdivision for housing, university, or dormitory purposes which are -
at the time eligible for purchases by a national bank for its own
account, Kor to bonds, notes and other obligations issued by the Ten-
nessee Valley ‘Authority or by the United States Postal Service:
Provided, That no association shall hald obligations issued by any of
sakd organizations as a result of underwriting, dealing, or purchasing
for its own account (and for ‘this purpose obligations ag to which it 1s
uitder commitment shall be deemed to be held by it) in a total amount _
_exceoding at any one time 10 per centum of its capital stock actually -
»aid inaand unimpaired and 10 per centum of its unimpairgd surplus

';g}un(l. Notwithstanding any other provision in this paragraph, thy
association may purchase for its own account shares of stock issued by

a corporation nuthorized to be created pursuant to sections 3931 to

3940 of Title 42, and may make investments in a partnership, or joint
venture formed pursuant to section 3937(a) or 3937(c) of Title 42.

" Notwithstanding any other provision in this paragraph, the association
may purchase the stock, bonds or other obligations of any District Rural

- I)erelg ent Credit Agency or Regional Rural Development Credit Bank 4

2N created pursuant to the authority of the Rural Development Financial Re-

. 1 \

Bources Act of 1972. N
* * £, * * ¢ *
\ o r |
THE CONSOLIDATED vMERS HoME ADMINISTRATION Act or 1961

(TitLe III oF THE AGRICULTURAL Act of 1961)

.

TITLE III—AGRICULTURAL CREDIT
SEc. 301. (a) This title may be cited as the “Consolidated [Farmers

Home Administration Act of 19611 Farm and Rural Development Act’”. o
* * * L * * * .
: ;

‘SusTiTLE A—REAL EstaTE - Loans
* * * * * * *

SEc. 304. (¢) Loans may also be made or insured under this subtitle
[(2)] to any farmowners or tenants without regard to the require-
ments of section 32 (1), (2), and (3) for the purposes only of land
and water development, use and conservation, not including recrea.
tional uses and facilities, and [®)] without regard to the require:
“ments of section 302(2) and (3) to individual farmowners or thnants °
to finance outdoor recreational enterprises or to convert to recreational
uses their farming or raniching operations, including those heretofore
financed under this title. ,

* | : 112 A J
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’ (b) Loans may also be made, or insured under this subtitle to residents
of riral areas, including Indian tribes on Federal and State reservations
and other federally recognized Indian tribal groups, without regard to
the requirements of clauses (Q%M (8) of section 302 tp acquire or
. establish in rurgl areas small businys enterprises to provide such regidents -

" with &sential income. v S ‘

SEc. 305. The Secretary shall make or insure ng loan under sections
302, 303, and 304 of this title which would cause (a) the unpaid indebt-
edness against the farm or other security at the time the loan is made
o exceed $100,000 or the [normal] value of the farm or other security,
or (bf the loan to exceed the'amount certified by the county commit-
tee. In determining the [normal] value of the farm, the Secretary

shall consider appraisals made by competent appraisers under rules
established by the Secretary. [Such appraisals shall take into consider-
ation both the normal agricultural vofue and the normal market value

of the farm.]J. . : g

“S&c. 306. (8)(1) The Secretary is also authdrized to makc [or],
insure,.or participate with other financial institutions 1n making loans to
associsdions[, includingd (including but not lLimited to corporations
not operated for profit), cooperatives that are unable to obtain credit from

_ the banks for cooperatives, [and] public and quasi-public agencies,
public and private technical vocational schoolgy Indians tribes on Federal
and State reservations and other federally recogtized Indian tribal groups,
and others to provide for acquisition and improvement of lands, the
application or establishment of soil conservation practices, provision
o[}, marketing ant Jother services, shifts in land use, the conservation,
development, usg, and control of water, the proces®ing, manufacture,
and finishing ?/ products from raw materials and intermediate products,
and the installation [or}, improvement, equipment, or operation of
.drainage [or], waste disposal [facilities], or other rural community
development projects, and recreational developments, all primarily
serving or promding employment for farmers, ranchers, farm tenants,
farm laborers, dnd other rural residents, and to furnish financial
assistance or other aid in planning projects for such purposes. The
amount of financial assistance to be maje available in any fiscal year
shall be specified in annual Appropriation Acts. When any loan made
for a purpose specified in this paragraph is sold out of the Agricultural
Credit Insurance Fund as an insured loan, the interest or other
income thereon paid to an insured holder shall be included in gross
income for purposes of chapter 1 of the Internal Revenue Code of 1954. »
~ * * * * *

. * . ] )

?3) No grant shall be made under paragraph [2](2) of this sub-
section in connection with any [facility] project unless the Secretary
determines that the project (1) will serve a rural area which, if suc

oject 18 carried out, is not likely to declite in population below that
or which the [facility] project was designed, (ii) is designed and
constructed so that adequate capacity will [be] or can be made avail-
able to serve the present population of the area to the extent feasible
and to serve the reasonably foreseeable growth needs of the area, or

.. (iii) is necessary for orderly community development consistent with a
comprehensive community water [or sewer] sewer, or other develop- ¢
ment plan of the rural area and not inconsistent with any planned*de-

[
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valopment under State, multijurisdictional, county, or municipal plans
approved as official plans by competent authority for the area in
which the rural community is}l,m-nt,e(s)
regulations requiring the submission of all ap lications for financial
assistance under this [act] sectian to the multijurisdictional substate
areawide general purpose planning and development agency that has been
officially designated as ag\iear'ing house agency under Ofice of Manage-
/;nent and Budget Circular'A-95 and to the county or municipal goverf-
ment having jurisgiction over the area in which the proposed project
is to be located for review and comment [by such agency] withm a
designated period of time concerning among other considerations, the

“ effect of the project upon the areauwnide goals and plans of such agency or

government. No loan under this section shall be made that 1s inconsigtent
with such multijurisdidtional planning and development district areawide
plan. The Secretary 18 authorized to-reimburse such agency or government
for the cost of making the required review. Until October 1, [1971F 1973,
the. Secretury may make grants prior to the completion of the com-
yrehensive plan, if the preparation of such plan has been undertuken
for the area. .
. . » . . -

]
L[(5) No loan or grant shall be made under this subsection which
would cause the unpaid principal indebtedness of any association under

this title and upder the Act of August 28, 1937, as amended, together

with the amount of any assistance in the form of a grant to exceed
$4,000,000 at any one time.}- o . :
6) The Secretary may make grants aggregating not to exceed

$15,000,000 in any fiscal year to ﬁllbli(-~bo<ﬁes or such other_agenvics,
as the Secretary may determine having aythority to prepare toﬂi(-mliA

comprehensive plans for the development of water or [sewer syggems }
waste disposal systems, community ‘services and facilities, and areawid@
development in rural areas which do not_have funds available for
immedisgte undertaking of the preparation & such plan. -
7(A) Rural areas [,] for the purposes of [\rater and waste disposul

projects shal] not inclyde any area in any @ty or town which has a

population in excess §f 5,500 inhabitants] this title means all the -

territory of a State, the manwealth of Puerto Rico, the Virgin Islands,
American Samoa, and Guam that is not within the outer boundary of any
city having a populatiok of fifty thousand or more and its immediately
adjacent urbanized and urbanizing area with a opulation dengity) of more
than one hundred persons per square mile, as determinéd by the Secrctary
g/ Agriculture according tﬁe latest decennial census of the United'\States.
Special consid eration shall be given to areas that do not inelude a ¢ity
having a popultition of more than ten thousand.

(B) The term “‘rural community development project” for the purposes
of this title  eans any projedt undertaken by private or industrial enter-
prise or by any State, regional or local development anthority, any public

“work project, or any community facility or service that contributes or will
contrigute to the objective of a balanced national growth policy as provided
in setcion 901(a) of the Agrienltural Aet of 1970 (Public Law 91-624)
and section 702 of the Housing and Urban Development Act of 1970,
or the enfla § cegnt of any rure community or rural area as a place to
N4 ! ¢

. N . ‘ .
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live and make a living. Such term specifically includes, but is not limited
to, projects that promde incfeased employment or income for or directly
benefit rural residents and that —

(1) establish or improve public works, or community service or
Jacilities, !

(11) encourde private investment in, or promote the establish-
ment and erpansion of, industrial or commercial enterprises includ-
ing but not limited to investor-owned and cooperative marketing and
other gervice associations and énterprises; ~N

(111) provide manpower development and training;

(IV) improve the quality and accessibility of rural community
Jacilities and services; - ' . ¢

(V') promote the conservation, development, and proper utilization
of natural resqurces; .

(V1) establish and rmprope public educational facilities including
but not limited to technical and vocational, schools, and ehcourage
the development ({ improved educational methods; .
(VII) establish and improve laiid, water, and air transportation
.. ystems and gervices for goods and passengers; )
o (VIII) assist in thé solution of problems related to law enforce- |
-ment activilieg, ‘ . :
(1X) establish decent, safe, sanitary, and comfortable housing;
(X) establish and improve health facilities and services and
generally promote improved health and nutrition of residents of t
rural areas; ‘ : ) '
(XTI) provide direct financigl incentives to iztdustry to credte
Jobs in riral arcas; and b S
(X1D) establish and improve facilities and services that will
enhance the quality of the environment. .
. . » . T * ,
(11) In the making of loans and grants for community water facilities
under paragraphs, (1) and (2) of this subsection the Secretary shall accord
the higiest priarity to the application of any munieipality or other public
agency (including an Indian tribe on a-Federal or State reservation or
other federally recognized Indian tribal group) in a rural community
having a population nat in excess of five thousand five hundredavhich hiy
a communijty water supply system, where the Secretary deféMhines Jli
due to unanticipated diminution or deterioralion of its water supple
immediate action ¥3 needed. The Secretary shall utilize the Soil Conser.
vation Service in rendering technical assistange to applicants under this
paragraph to the extent he deems appropriate. .
Sec. 307. (a) The period for repayment of loans under this subtitle
shall not exceed forty vears. The Secretary shall from-time to time )

. establish the interest rate or rates at which loans for various purposes

will be made or insured under this subtitle but not in €xcess of 5
er centum per annum ; ercept that loans (other than guaranteed loans,
Poans to public bodies or nonprofit associations (including Indign tribes
on Federal and State reservationg and other federally-recognized Indian’
tribal groups) for community facilities, or loans of a type authorized by
gection 306(a)(1) prior to its amendment by the Rural Development Act
gf 1972) made or insured under section 304(b), 306(a)(1), or 310A shall
ear interest al a rale, prescribed by the Secretary, not less than a rate

116t e
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deteymined by the Secretary of the Treasury taking into consideration the
current average market yield on outstanding marketable obligations of the
United States comparable to the average maturities of such loans,wadjusted
« in the judgment of the Seeretary of the Treasury to provide for a rate
tomparable to the rates prevailing in the private market for similar loans
> and considering the Secretary's insurance of the loans, plus an additional
charge, prescribed by the Secretary, to cover the Secretary's losses and cost
of administration, which charge shall be deposited in the Rural Develop-
ment Insurance Fund: Proeided, That the rate so prescribed shall be
adjusted to the nearest one-eighth of 1 per centum. The borrower shall puy
such fees and other charges as the Sectetary may require.
. . .. . . . »

Skc. 309(n) The fund established pursuant to section 11(a) of the
Bankhend-Jones Farm "Tenant Act, as amended, shall herenfter be
called the Agricuttural Credit Insurance Fund and is hercinafter in this
_subtitle referred toas the “fund”. The fund shall remain available us
a revolving fund for the discharge of the obligations of the Secretary
under agreements insuring loans under this subtitieqand loans and
mortgages insured under prior authority. .
» » . L . » *
(f). The Secretary may utilize the fund— . S
(1) to muke loans which could be instired under this subtitle when-
ever the Secretary has reasonable adsurance that they ean be sold
without undue delay, and may sefl and insure such loans. The sggre-
gate of the principal of such loans made and not disposed of shall not
_ exceed [$100,000.000] #500,000.000 at any one tirme; .

* * N * * * -

See. 309A. (a) There is hereby created the Rural Development In-

surance Fund (hereinafter in this section referred (o as the ‘" Insurance

* Fund”) which shall be used by the Secretary as a revolving fund for the
discharge of the obligations of the Secretary under contracts glaranteeing
or insuring rural development loans. For the purpose of this section
“pural development loans” shall be those provided for by sections 304(b),
306(a)(1), 310A, and 312(b), except loans (other than for water systems
and wase disposal facilities) of a type authorized by section 306(a)(1
prior to its amendment by the Iural [jevelppment Act of 1972.

(b) The assets and liabilities of the Jgricultural Credit Insurance Fund
referred to in section 309(a) applicalfe to loans for water systems and
waste disposal facilities under section X)6(a)(1) are hereby transferred to
the Insurance Fund. Such assets (incNding the proceeds thereof) and
Liabilities and rural development loans giRranteed or insured pursuant to
this title shall be subject to the prorisions of¥his section and section 308.

(¢) Moneys in the Insurance Fund not Needed for current operations
shall be deposited in the Treasury of the {'nXed States to the credit of the
Insurance Fund or invested in_direct obligatNons of the United States or
obligations gnaranteed by the fg"n,iml States. The Secretary may purchase
with money in the Insurance Fund any notes issued by the Secretary to
the Secretary of the Treasury for the purpose of obtaining money for the
‘Insurance Fiund.: . . . '

(d) The Secretary 13 anthorized to make dnd issue notes to the Secretary’
of the Trpqg}q[ry for the purpose of obtaining funds necessary for dis-
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‘ charging obligations under this* section and for making loans, advances,
and authorized expenditures out of the Insurance Fund. Such notes shall
be in such form and denominations and have such maturities and be
«’subiect to such terms and conditions as may be prescribed by the Secretary.
with the approval of the Secretary of the Treasury. Such notes shall bear
-interest at asrat¢ fized by the Secretary of the Treasury, taking into
consideration the current average market yield of outstanding marketable
obligations of the United States having maturities comparable to the average
. maturities of rural development loans made, guaranteed, or insured under
this title. The Secretary of the Treasury is authorized and directed to
purchase any motes of the Secretary issued hereunder, and, for that
purpose, the Secretary of the Treasury 8 authorized to use as a public
debt transaction the proceeds from the sale of any securities issued under
the Second Liberty Bond Act, as amended, and the purposes for which
such securities may be i18sued undeér such Aet, as amended, are extended to
include the purchase of notes issued by the Secretary hereunder. All
redemptions, purchases, and sales by the Secretary of the Treasury of
sSucb: notes shall be treated as public debt transactions of the United
tates. : ’ .
(¢) Notes and security acquired. by the Secretary in connection with
rural development loans made, guaranteed, or-insured under this title or
transferred by subsection (b) of this section shall become a part of the
Insurance Fund. Notes may be held in the Insurance Fund and collected
in accordance with their terms or may be sold by the Secretary with or
-without agreements fpr insurance thereof at the balance due thereon, or on °
such other basis as the Secretary may determine from time to time. All
net proceeds from such collections, including sales of notes or property,
shalfnl‘)e deposited in and become a part of the Insurance Fund.

The Secretary shall deposit in the Ifisurance Fund any charges
collected for loan services provided by the Secretary as well as charges
assessed for losses and costs of administriation in connection with making,
guaranteeing, or insuring rural develo loans under this title.

" {g) The. Secretary may utilize the Insurahce Fund—
(1) to make rural development loans which could be insured under
- this title whenever he has a reasonable assurance that they can be
“ sold without undue delay, and he may sell and insure such loans;

(2) to pay the interest to which the holder of“insured notes is
entitled on Z)ans heretofore or hereafter insured accruing between
the date of any prepayments by the borrower and the date of trans-
mattal of any such prepayments to the holder. in the discretion of
the Secretary, prepayments other than final payments need not be
remitted to ;%e l)o er until due;

(3) to pay to the holder of insured notes any defaulted installment
or, upon assignment of the note to the Secret&ry at the Secretary’s
request, the entire balance due on the loan;

(4) to purchase motes in accordance with contracts of insurance
heretofore or hereafter entered into by the Secretary;

(8) to make payments in compliance with the Secretary’s obliga-
tions under conlracts of guarantee entered into by him; ‘ .

(6) to pay tares, ingurance, prior-liens, expenses necessary to
make fiscal adjustments in connection with.the application and

" transmittal of cqllectitms or necessary to obtain credit reports on
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applicants or borrowers or property appraisals, and other expenses
and advances authorized in section 3356(a) of this title in connection
with insured loans. Such items may be paid in connection with
quaranteed loans after or in connection® with acquisition by the
Secretary of such loans or security-therefor after default, to an extent

v determined by the Secretary to be necessary to protect the interest of
the ("G)overnmént’; P . . lmb .
to pay the difference between interest payments orrowers
and inlerpegt to wh,z"za, holders of insured nopizs are entitled under
contracts of insurance (exclusive of c:‘n(tcacm of guarantee) heretofore
or hereafter entered into by the Secr ; and - , °
(8) to pay the Secretary’s costs of administration of the rural
development loan program, including costs of the Secretary incidental’
to quaranteeing rural devdlopment loans under this title. .
(k) When any loan is sold out of the Insurance Fund as an insured
loan, the interest or other income thereon paid to an insured kolder shall be
included in gross ineome for purposes of chapter 1 of the Internal Revenue
Code of 1954. - : | _ ~
. . s . . . *
Sec. 810. (@) The Secretary may also make and insure loans to public, .
'?'imte, or cooperalive organizati_oﬂﬁ organized for pr&ﬁt gr norprofit, to
mﬂ%m tribes on Federal and State reservations or other federally recog-
szell Indian tribal groups, or to individuals for the purpose of improving,
developing, ol financing business, industry, and employment and improv-
ing the economic and environmental climate in rura communities, includ-
ing pollution abatement and control.
(IS The Secretary may make grants, not to exceed $50,000,000 annually,
to eligible. applicants under this section for ollution abatement and
control projects in rural areas. No such grant shall erceed 60 per centum
of the development cost of such a project. :

.

SUBTITLE B—OPERATING LOANS *

Skc. 311. (a) The Secretary is authorized to make loans under this
subtitle to farmers and ranchers in the United States and in Puerto
_ Rico and the Virgin Islands who (1) are citizens of the United States,
(2) have a farm background and training or farming experience
which the Secretary determines is sufficient to assure reasonable pros-
Eects of success in the proposed farming operatfon, (3) are or will

ecome operators of not larger than family farms, ang (4) are unable
to obtain sufficient eredit eﬁewhere t¢ finance their actual needs at
reasonable rates and terms, taking into consideration prevailing pri-
vate and cooperative rates and terms in the community in or near
wfhich the applicant resides for loans for similar purposes and periods
of time. .

(5)(1) Loans may also be made under this subtitle without regard
to the requirements of clauses (2) and (3) of subsection#a) to youths
who are rural residents to ghable them to operate enterprises in con-

ction with their particigition in 4-H Clubs, Future Farmers of
Americe, and similar orggnizations and jor the purposes specified n
section 312. . : '

(2) A person receivinge loan under this subsection who executes a
promissory note therefor Bhall thereby incur full personal liability for

L}
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the indebdbdnbss evidenced by snch note in accordance with its terms
free of any disability of minority.

(8) For loans under this subsection the Secretary may accepl the
g)ersunal Liability of a cosigner of the promissory note in addition to the
orrowers’ personal liability. ‘ X

Sec. 312, (a) Louns may be made under this subtitle for (1) paying
costs incident to reorganizing the faurming system for more profitable
operation, (2) pirchasing livestock, poultry, antl farm equipment, (3)
purchasing feed, seed, fertilizer, insecticides, and farm supplies and tq
meet other essential farim operating expenses including cash rent, (4)
financing land and water development, use, and conservation, (5)
without regard to the requirements-of seé¢tion 311(a)(2) and (3) to
individual farmers oc_ranchers to finance outdoor recreational enter-
prises or to_convert to recreational uses their farming or ranching
* operations, including those heretofore finunced under this title, (6)
enterprises needed to supplement farm income, (7) refinancing exist-
ing indebtedness, (8) other farm and -home needs including but not
limited to family subsistence, and (9) for loan closing costs.

th) Loans may also be made wnder this subtitle to residents of rural

~areas, including Indian tribes on Felleral and State reservations and other
federally recognized Indian tribal groups. without regard to the reguire-
ments of clanses (2) and (3) of section 311 ta) 1o aperate in rural areas.
small business enterprises to provide such rexidents with exsential income.

(¢) Loans may also be made to eligible applicants under this subtitle
Jfor pollution abatement and control projects in rural areas.

(d) The Secretary may make grants, not to exceed $25 000,000 annually,
to eligible applivants under this subtitle for polbition abatement and
contral projects in rural areas. No such grant shall exceed 50 per centum
of the development cost of such a project. . '

SEc. 313. The Secretary shall make no loan under this subtitie (1)
which would cause the total principal indebtedness outstanding at any
one time for joans made under this subtitle and under section 21 of the
Bankhead-Jones Farm Tenant Act, as amended, to exceed [$35.000]
50,000, (2) for the purchasing or leasing of land other than for eash
rent,.or for carrying on any land leasing or land purchasing program,
or (3) in excess of an amount certified by the county committee.

v

* * * * . * * *

Sec. 317. Loans meeting the requirements of this subtitle may be

, insured, or made to be sold and insured, in accordance with and subject
to sections 308 and 309 and the last sentence of section 307 of this title.
Sec. 331, For the purposes of this title and for the administration of
assets under the jinsdiction of the Secretary of Agricuiture pursuant
to the Farmers Home Adnﬁnistmgion Act of 1946, as amended, the
Bank ad-Jones Farm Tenant Act, us amended, the Act of August 28,
1937, 4s amended, the Act of April 6, 1949, as amended, the Act of

Sedretury under any other Act authorizing agricultural credit, the
SecPetary. may assign and transfer such powers, duties, and assets to
“the [Farmers Home Administration, to be headed by an Adminis-
trator, appointed by the President, by and \\idl the advice and
consgnt of the Senate, without regard to the civil service laws or
the Classificution Act of 1949, ns amended, who shall receive basic-
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compensation as provided by law for that office] Farm I)evelazment
Administration and the Rural Enterprise and Community Development
., Administration, each of which shall be headed by an Administrator,’
appointed by the President, by and wi{bh the advice.and gonsent of the
Senate. Each such Administrator shall be subject to the supervision and -
direction of an Assistant Secretary of ‘Agricylture—Rural Development
Credit who shall be additional to the Assistdfit Secretaries of Agriculture
otherwise authorized by law and shall be appointed by the President, by
and with the advice and oonsent of the Senate. :
The Secretary may— 7
' * * ' ., * * T
(’gz obtain fidelity bonds protecting the Government against. fraud and
dishonesty of officers and: eniployees of the Farmers Home Administration
in liew of faithful performance of duties bonds under section 14, title- 6,
United States Code, and regulations issued pursuant thereto, but otherwise
in acoordance with the provisions thereof. o
» ‘ » . » Tk . *

" ’ . ! » ' . ~ v .
Sec. 333, I’ connection withi loans made or insured under this title,
the Secretary shall require— ’
* * * * . * * *

’

(b) except for loans under sections 306, 3104, 314, and’321(b)(2) of
this title, the county cominittee to certify in writing that the applicant
meets the eligibility requirements for the loan, and has the character, -
industry, and ability to carry out the praposed operations, and will, in
the opifiion of the committee, honestly endeavor to carry out his under-,
takings and obligations[; and for loans under said sections, the Secre-
tary shall require the recommendatian of the county; committee as to

: . the making or'insuring of the loan};

* L] * L] L * L]

SEC. 343. As used in this title * * * , and (4) the word “‘insure” as
used in this fitle includes guarantee, which means to guarantee the pay-.
ment of a loan originated, lg , and serviced by a private financial agency
of other lender approved by the Sécretary, and (5) the term ‘“‘contract of
ingurance’’ includes a contract of guarantee.

See. 344. No loan (other than one 'to a public body or.ponprofit
association (including Indian tribes on Federal and State reservations or
other federally recognized Indian tribal growps) for. community Jacilities
or one of a type authorized by section 306(a)(1) prior to is amendment
by the" Rural Devetopment Act of 1972) shall be made by the Secretary

 ewther for sale as an insured loan or otherwige under section 304(b),
"306(a)(1), 3104, 312(b), or 342(c) unless the Secretary shall have
determinggd that no other lender is willing to make such loan and assume
10 per eentum of any loss sustained thereon. No contract guaranteeing
any such loan by such other lender shall require thel Secretary {o participate

in more than 90 per centum of any loss sustained thereon.

WATERSHED PROTECTION AND FLOOD PREVENTION ACT, A8 AMENDED

. : That_erosion,” floodwater, and sediment damages in the water-
t sheds of the rivers and streams of the United States, causing loss of
life and dagage to property, constitute a menace to the national wel-

v
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fare; and it is the sense of Congress that the Federal Government
should cooperate with States and their political subdivisions, soil or
water conservation Uistricts, flood prevention or control districts, and
other local public agencies for the purpose of preventing such damages,
[and] of furthering the conservation, (levollopment, utilization, and’
disposal of water. and the conservation and ntilization of land and

~ thereby of preserving [und], protecting, and improving the Nation’s
. land and water*resources and the quality of the envirofiment. =
« Sec. 2. For the purposes of this- Act, the following terms shall
mean: ‘ ,
The “Secretary”’—the Secretary of Agriculture of the United States.
“Works of improvement”’—any undertaking for—
(1) flood prevention (including structural and land treatment

measures) [or], "o
(2) the conservation, development, utilization, and dispogal of
° “water, or . . s . \
© (3) the conservation and proper utilizationwf land .

in watetrshed or subwatershed areas not exceeding two hundréd\{mq
fifty thoysand acres and not including any single structure which pro-
vides more than twelve thousand ﬁfé"?mn(h;e(f acre-feet of floodwater’
etention eapacity, and more than twenty-five thousand acre-feet of
total capacity: No appropriation shall be mude for any plan involving
an o:slimutonI“odoml contribution to construction costs in excess of
$250,000, or which includes any structure which provides more than
twenty-five hufidred acre-feet of total capacity unless such plan has
been approved by resolutions ndopted by the sppropriate committees
of the Senate and House of Representatives: Provided, That in the
case of any plan involving no single structure providing more than
4,000 acre-feet of total capacity the appropriate committees shall be
the Committee on Agriculture and Forestry of the Senate and the
ommittee on Agriculture of the House of Representatives and in the
case of any plan involving any single structure of more than 4,000
acre-feet of total capacity the appropriate committees shall be the
Committee on Public Works of the Senate and the Committee on Pub-
lic Works of the House of Representatives, respectively. A number of
such subwatersheds when they are component parts of a larger water-
sheupay be planned together when the local sponsoring organizations
” 80 (WSire, ‘

R o #, " . » * .
+Sec. 3. In order to assist local organizations ingreparing and carry-
ing out. plans for works of improvement, the Se(}otary is authorized,
upon application of locd organizations if such apphcation has been
submitted to, and not disapproved within 45 days by, the State agency
having supervisory responsibility over programs provided for in this
Act, or by the (§Qw-ernor if there is no State agency having such
responsibilityg— N
» » * A . » , »

(5) to obtain the cooperation and assistance of other Federal
agencies in carrying out the purposes of this section[.]; .

(6) to gnter into agreements with landowners, operators, and
occupiers, individually or collectively, based on conservation plans’

A
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of such tandowners, operators, aml occupiers which are -developed
i cooperation with and approved by the soil and water conservation
digtrict in whick the Ianxlp describe([/ iw agreement is situated, to
- be carried gut on such land during afperiod of not to exceed ten
years. providing for changes in cropping systems and land nges
and for the installation of soil ami water congervation’ practices
and measures needed to gonserve and develop . the soil, water, wood-
land, wildlife, and recreation resources of lands within the area
included in plans for works of improvement, as provided for, in such
- - plang, tneluding watershed or subwatershed work plans in eonnection
5 with the eleven watershed improvement programs authorized by section
13 of the Act of December 22, 1944 (68 Stat. 887), as amended and
supplemented. Applications for assistance in developing such con-
servation plans shall be made in writing to the soil und water con-
servation district involved, am&!he proposed agreement shall be
reviewed by such district. {n_r@urn for such agreements by land-
owners, operators, and occiupiers the Secretary shall agree to share ,
the costs of carrying ont those practices and measures set forth in the
agreement for which he determines that-cost sharing is appropriate
and in the public interest. The portion of such costs, including labor,
to be shared shall b that part which the Secretury determines«is ,
appropriate and in the public interest for the carrying out of the .
practices and measures set forth in the agreement, ercept that the .
Federal assistance shall not erceed the rate of assistance for’similar
practices and measiures under eristing national prograwms. The
Secretary may terminate any agreement with a landowner, operator,.
or occupier by mutual agreement (f the Secretary determines that
such terminag_(m would be in the public intdest, and .may agree to
such modificalions of ayreements, previously entered (nto hereunder,
as he deems degirable to carry out the purposes of this paragraph or -
to facilitgte the practical administration of the agreements provided
for herein. Nothwithstanding any other provigion of las, the Seere-
© tary, to the ertent he deems it desirable to carry out the purposes of
" this paragraph, may provide in any agréement hereunder for (1)
. preservation for agperiod not to erceed the period:covered by the
agreement and an equal period thereafter of the cropland, trop
acreage, and allotment history, applicable to land covered by the
agreement for the purpose of any I{’e(lwal program wnder which such

- history,is used as a basis for an allotment or other limitation on the
production of any crop; or (2)surrender of any such Kistory and
allotments. ' [

SEc. 49 The Secretary shall require as a condition to providing
Federal assistapce for the installation of works of improvement that -
local organizations shall — ‘ '
’ (1) acquire, or.with respect tointerests in land to be acquired

by condemnation provide assurances satisfactory to the Secretary
. that thev will acquire, without cost to the Federal Government
from funds appropriated for the purposes of this Act, such land,
easements, or rights-of-way a® will be needed in-connection with
works of improvement dinstalled with Federa] assistance: Pro-
vided, That when a local organization agrees to operate and majin-
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tain any reservoir or other area included in a plan for public
fish and wildlife or recreational development, the Secretary shall
be authorized to bear not to exceed one-half of the costs of (a)
the land, easements, or rights-of-way acquired or to‘be ncquired
by the local organization, for such reservoir or other area, and
(b) minimum basic facilities needed for public health and, safety,
- access to, and use of such reseryoirer other area for such purposes:
' Provided further, That the Seg-retary shall be authorized to par-
ticipate In recreational development in any watershed project _
only to the extent that the need therefor is demonstrated in
accordance with standards established by him, taking into account
the anticipated man-days of use of the projected.recreational
development and giving congideration to the availability within~
- the region of existing waterffiasad outdoor recreational develop-
ments: Provided further, That the Secretary shall be suthorized

to participate in not more than one recreational development in”
a“watershed project containing less than seventy-five thousand
acres, or two such-developments in a project containing between
- seventy-five thousand and one hundred =nd fifty thousand acres,
or three such developments in projects exceeding one hundred and . .
fifty thousand acres: Provided further, That when the Secretary
and a local organization have agreed that the immediate acquisi-
tion by the local organization of land, easements, or rights-of-
way is advisable for the préservation of sites for works of im-
provement included in a plan from encroachment by residential, .
commercial, industrial, or other development, the Secretary shall

be authorized to advance to the local orgapization from funds,
appropriated for construction of works of improvment the- -
amounts required for the acquisition of such land, easements, or -
rights-of-way ; and, except where such costs are to be borne by
the Secretary, such advance shall be repaid by the local organiza-
tion, with interest, prior to construction of the works of improve-
ment, for credit to such construction funds: Provided further, That
with respect to privately owned Indian lands the Secretary is author-
ized to pay the cost of lands, easements, and rights-of-way needed
for works of improvement on guch lands. T

(2) assume (K) such proportionate share, as is determined by the

Secretary to be eq\ﬁ]e in_consideration of national needs and

/

assistance authorize§flr similar purposes under other Federal pro- -
grams, of the costs 6f Metalling any works of improvement, irivolv- -
ing Federal assistance (excluthg engineering costs), which is”
applicable to the agricultural phases of the conser¥ation, develop- .
ment, utilization, and disposal of water or for fish' and wildlife for
recreational development, and} development, recreational develo
ment, water quality management, or the conservation and prop
utlization of land, and (B) all of the cost of installing any portio
of such works applicable to other purposes except that any part
of the construction cost (including engineering cogts) applicable
to flood prevention and features relating thereto shall bell))omevby
the Federal Government and paid for by the Secretary out' of
_. fundsappropriated for the purposes of thig act 7 Provided, That, in

" addition to and without limitation on the authaority of the Secre-
tary to make loans or advancements under section'8, the Secretary
-may phy for any storage of water for present or anticipated future

" ' o ' : )
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demands or needs for municipal or industrial water included in |
any resérvoir structure constructed or modified under the provi- =~
sions of this Act [not to] as hereinafter provided : Provided
further, That the ‘cost of water storage to meet future demands
may not exceed 30 per centum of the total estimated cost of such
~ reservoir structure [where] and the local orgdnization [gl\'es]!
* shall give reasonable assurances, and there is evidgnce, that such
demands for the use of such storage will be made within a period
of time which will permit repayment [of the cost of such water
supply storage] within the life of tite reservoir-structure of the
cost of such storage: Provided further. That the Tlocal organiza-
" tion shall agree prior to initiation of construction or modification
of any reservoir structure including such water gnpply storage to
repay the,cost of such water supply storage for anticipated future
demands: And provided further, That the entire amount of the
.1 cost paid by the Secretary for such water supply storage] Necre-
tary shall determine prior to initiation of construction ormodifica-
tion of any reservoir structure including such water supply stor-'
age that theve are adequate assurances by the local organization or
by an agericy of the Ntate having authority to give such assur- -
andes, tZat the Secretary will be reimbursed the cost of pbuter
supply storge fon anticipated future demands, and-will pay for
not less than 50 per centum of the cost of storage for present water
supply demands : And provided further, That the cost to be born
., by the local organizatior for anticipated future demands [shall
may be repaid within the life of the reservoir structure but in no
event to exceed fifty years after the resérvoir structure is first used.
- for the storage of water for anticipated futurq witer supply
Lo [purposes] demands, except that (1) no [repayment] reimburse-
' ment of the cost of-such water supply storage for anticipated fu- )
. ture demands need be made untill) such supply 1s first used, and -
(2) no interest shall be charged on thé cost of such sater su%ply
storage for anticipated future demands yntil such supply is first
used; but in no ease shall the interest-free petiod ex:ceedp ten years.
) The interest rate used for purposes of computing the lintcrest on
" the unpaid balance shall be determinegd in accordance with the
provisions of section 8. . ) :
Sec. 5. * * * ¢ ' -

(4) Any plan for works of improvement involving an estimated
Federal contribution to construction costs in excess of $250,000 or
including‘ any structure having a total capacity in excess of

“twenty-five hundred acre-feet.(a) which includes works of improve-
ment for reclamation. or irrigation [works], or which affects ‘

gublic or other lands or wildlife under the jurisdiction. of the

secretary of the Interior, {b) which includes Federal assistance

for floodwater- detention structures, (¢) which includes features

which may affect the public health, or (d) which includes measures

{\ - for control or abatemént of water pollution, shall be submitted to -

. ‘the.Secretary of the Interior [or}, the Secretary of the Army,

. the Secretary of Health, Education, and Welfare, or the Admins-

trator of the Environmental Protection Agency, res ectively, for

his views and recommendations at least thirty days prior to
transmission o7 the plan to the Congress through the President.

»
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The views and recommendations of the Secretary of the Integior,
[and} the Secretary of the Army, the Secretary of Health, Educa-~  *
tion, dp_d Welfare, and tb,‘e Administrator of the  Environmenial
Protection Agency,”if réceived by the Secretary prior to the

expiration of the above thirty-day period, shall accompany the. ’ :
-.glun transmitted by.the Secretary to. the Congress through the
., President. o ) Coa e " .
TITLE 111 OF THE BANKHEAD-JONES FARM
<’ ' TENANT ACT :

Sec. 32. To eﬁ’m:tuutefthe program'provided for in section 31; the
Secretary is authorized— ' :
. e . T ¥ S T R

(e) To cooperatc?¥th Federal, State, territorial, and other:public
agencies ‘and local nomprofit organizations in developing plans for a
program of land conservation and land utilization, to assist in carry-
ing out such plans by means of loans to State and local public agen-
cies and loca{ nonprofit organizations designated by the State legis-
lature or the Governor, to conduct surveys and investigations relating -
to conditions and factors affecting, and the methods o? accomplishing
most effectively the purposes of this title, and to disseminate infor-

- mation concerning thegeactivities. Loans to State and local public
agencies and to local nonprofit organizations shall be made only if
such plans hgve been submitted to, and not disepproved within 45 days
by, the State agency having supervisory responsibility over such plans,
or by the Governor if there is no such State agency. No appropriation
shall be made for dny single loan under this subsection' in excess of
$250,000 unless such loan has been spproved by resolutions adopted by
the Committee on Agriculture and Forestry of the Senate and the Com-
mittee on Agriculture of the House of Representatives. Loans under
this subsection shall be made under contracts which will provide, un-
der such terms and conditions as the Secretary deems-appropriate, for
the repayment thereof in not more than 30 years, with interest at the”
average rate, as determined by the Secretary of the Treasury, pay-
able by the Treasury on its marketable public obligations outstanding*
at the beginning of the fiscal year in which the loan is made, which are ’
neither due nor callable for redemption for 15 years from date of issue.
Repayment of principal and interest on such loans shall begin within
O vears. : .

_The Secretary shall also be authorized. in providing assistance for
cdrrying out plans developed under this title:

(1) To provide technical and other assistance, and to pay for any
storage of water for present or anticipated future demands or needs for s
.rural communify water supply included in any reservoir structire con-
structed or modified pursuant to such-plans: Provided, That the cost of
water storage to meet future demands may not exceed 30 per centum of the
total estimated cost of such reservoir structure and the public agency or '
local nonprofit organization shdll give reasonable assurances, and there
18 evidence, that such demands for the use of such storage unll be made
within a period of time which will permit repayment of the cost of such
water supply storage within the life of the reservoir structure: Provided .

~
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" Vfurther, That the public agency or local nonprofit organization prior fo

LN

.that (1) no payment on account of such cost neec

initiation or construction or modification of any reservoir struclure
including water supply storage, making provision satisfactory to the
Secretary to pay for not less than 50 per centim of the cost of storage for
present waler supply demands, and all of the cost of storage for anti-
cipated future demands: And provided further, That the cost to be borne
by the public agency or local nonprofit organization for anticipated future
demands may %e repaid within the life of the reservoir structure byt in
no event to exceed fifty years after the reservoir structure i first used for
the storage of wateg for anticipated future water supply demands except

lp fe made until such
supply is first used, and (2) no interest shall be charged on such cost
until such supply s first used, but in no case shall the inlerest-free
period exceed ten years. The interest rate used for purposes of computing
the intefest on the unpaid balance shall be the average rate, as determined
by the Secretary of the Treasury, payable by the Treasury upon its
marketable public obligations outstanding at the beginning of the fiscal

year in which the advancement for such water supply is first made,

which are neither due nor callable for redemption for fifteen years from
date Oj !'.Bsu,e,' ! "“ - i} -

(8) To provide, for the benefit of rural communities, technical .and
other assistance and such proportionate share of the costs of installing
measures and facilities for water quality management, for the control and
abatement of agriculture-related pollution, for the disposal of solid
wastes, and for the storage of wates in reservoirs, {arm ponds, or other
impoundments, logether with necessary water withdrawal appurtenances

“for rural fire protection, as is determined by the Secretary to be equitable in

consideration of national needs and assistance authorized for similar
purposes under other Federal programs. — * « : }

" Secrion 20 oF THE REvsEp StaTUTES (7 US.C. 2201A)>

Skc. 520. There shall be at the seat of government a Department of
Agriculture, the general design and duties of which shall be to acquire-
and to diffuse among the people of the United States useful information
on subjects connected with agriculture and rural development, in the
most general and comprehensive sense of [that word] those terms, and
to procure, propagate, and distribute amon% the people new and
valuable'seeds and plants. :

SEcTION 526 oF THE REVISED STATUTES (7 US.C. 2204)
A 4

Skc. 526. (¢) The Secretary of Agricwlture shall procure and preserve

" all information concemin% agriculture~gnd rural development which
00

he can obtain by means of s and corréspondence, and by practical
and _scientific experiments, accurate records of which experiments
shall be kept in his office, by the collection of statistics, and by any
other appropriate means within his Eower; he sh llect new and
valuable seeds and plants; shall test, by cultivatio e value of such
of them as may require such tests; shall propagate such as may be
worthy of propagation; and shall distribute thejn among agricul-
turists, and he shall advise the President, other meer erg of his Cabinet,
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and the Congress on policies and programs designed to improve the quality
% life fqr people living in the rural and nonmetropolitan regions of the
ation. e

(b) The Secretary of Agriculture is authorized and directed to provide
leadership and coordination within the erecutive branch and shall assume
reg ons'iblzlity for coordinating a nationwide rural development program
. utilizing the services of erecutive branch departments and agencies and
the agencies, bureaus, offices, artl services of the Department of Adriculture
. in coordination with rural development pro[([rams of State and local
governments. In carrying out this responsibility the Secretary of Agri-
culture shall~ establis employment, income, population, housing, and
quality of community sernces and facilities goals for rural development
and report annually prior to Seplember 1 to Congress on progress in
attaining such goals. The Secretary is authorized to inutiate or erpand
research and devezo]nnent efforts related to solution of problems of rural
water supply, rural sewage and solid waste management, rural housing,

and rural industralization.

THEe SoiL CoNSERVATION AND DoMESTIC ALLOTMENT AcCT
* . . * » - . * *

- AGRICULTURAL CONSERVATION POLICY AND ENUMERATION OF
PURPOSES )

*

Skc. 7..(a) It is hereby declared to be the policy of this Act also
to secure, and the purposes of this Act shall also include, (1) preserva-
tion and improvement of soil fertility; (2) promotion of the economic
use ‘and conservation of land; (3) diminution of exploitation and
wasteful and unscientific use of national soil resources; (4) the protec-
tion of rivers and harbors against the results of soil erosion in aid of
maintaining the navigability of water and water courses and in aid of
flood control; [and] (5) reestyblishment, at as rapid a rate as the
Secretary of Agriculture determines to be practicable and in the general

ublic interest, of the ratio between the Eurchasing power of the net
income per person on farms and that of the income per person not-on
farms that prevailed during the five-year period August 1909-July
1914, inclusive, as determined from statistics available in the United
States Departmrent of Agriculture, and the maintenance of such ratio;
and (6) prevention aid abatement of agriculture-related pollution. The
owers conferred under sections 7 to 14, inclusive, of this Act shall
e used to assist voluntaxz action calculated to effectuate the purposes
« specified in this section. Such powers shall not be used to discourage
the production of supplies of foods and fibers sufficient to maintain
normal domestic human consumption as determined by the Secretary
from the records of domestic human consumption in the years 1920 to
1929, inclusive, taking into consideration mcreased population,
quantities of any commodity that were forced into domestic consump-
tion by decline in exports during such period, current trends In
domestic consumption and exports of particular commodities, and the
quantities of substitutes available for domestic consumption within
any general class of food commodities. In carrying out the purposes
of this section due regard shall be given to the maintenance of a
continuous and stable supply of agricultural commodities adequate to
meet consumer demand at prices fair to both producers and consumers.

az B




_

AUTHORITY OF THE BECRETARY TO MAKE PAYMENTS OR GRANTS OF
AID DIRECTLY 7O FARMERB

Skc. 8. (a) Repéaled.
(b) ¥he Secretary shall have power to carry out the purposes speci-
fied in clauses (1), (2), (3), (4), Land} (8), and (6) of section 7(a) by
maling payments or grants of other aid to agricultural preducers,
including~tenants and sharecroppers, in amounts determined by
the Secretary to be fair and reasonable in connection with the
effectuation of such purpeses during the year with respect to
which such payments or grants are made, and measured by 1)
their treatment or use of their landy or_a part thereof, for soil
.restoration soil conservation, [or] the revention. of erosion, or.the
revention or abatement of egrwulture-related pollulion; (2) changes
In the use ‘of their land; (3) their eqifitable share, §s determined f_i)y
the Secretary, of the normal national production of any commodity
or commodities required for domestic consumption; [)or] (4) their
equitable share, as determined by the Secretary, of the national pro-
duction of any commodity or commodities required for domestic
consumption and exports adjusted to reflect the extent to which their
utilization of cropland on the farm conforms to farming practices
which the Secretary determines will best effectuate the purposes
specified in section 7(0.} ;.or (5) any.combination of the above. Clauses
(1) and (2) above shall be construed to cover water conservation and
the beneficial use of water on individual farms, including measures
to prevent runoff, the building of check dams and ponds, ang providing
" facilities for applying water to the land. In determining the amount
of any payment or grant .measured by~(1) or (2) the Secretary shall,
take into consideration the productivity of the land affected by the
farming practices adopted during the year with respect to which
such payment is made. In carsying out the provisions of this sec-
tion in the States of the Union, except Alaska, the Secretary is directed
to utilize the services of local and State committees selected as here-
inafter provided. The Secretary shall designate local administrative
areas as units for administration of programs under this section. No
such local area shall include more than one county or parts,of different
counties. Farmers within any such local administrative area, and par-
ticipating or cooperating in programs administered z!ithin such %rea,
shaﬁ elect annually from among their number a local committee o
_not more than three members for such area. The members of the
local committees shall, in a county convention, nominate and elect
a county committee which shall consist of three members who are
farmers in the county. At the first cdunty convention held on or after
the effective date of t%.is sengence, one member of the county committee
shall be electéd for one year; one member shall be elected for two years;
and one member ‘shall be elected for three years. Thereafter, each
member of. o county committee sl}all be elected for a term of three
ears. No member of the county committee shall be elected for
‘nore than three consecutive terms (exclusive of any term which
began g::r 4o the effective date of this sentence). The local com-
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mittee Xhall select a secretary and may utilize the _county agricul-
- tural extension agent for such purpose. The county committee shall
_select a Becretary- who may be the county -agricultural extension
agent. If such county agricultural extension agent shall not have
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been alected secretary of séch ('olnm\‘ﬂﬁ',{o shall be ex officio a
member of the county committee. The county agricultural extension
agent shall not have the power tg vote. In any county imgswhich there
is only one loeal committee the local committee shall also be the county
committee. In each State there shall be o State committee for the

State composed of not less than three or more Than five farmers who

are legal residents of the State and who are appointed by the Secre-
tary. The State director of the Agricultural Extengion Service shall be
ex oficio & member of such State committee. The ex officio members
of the county and State committees shall be'in addition to the num-
ber of members of such committee, hereinbefore specified. The
Secretary shall make such regulations ns are necessary relating to
the selection and exercise of the functions of thbr(‘ﬁpm'tivo com-
mittees, snd to the administration, through such committees, of such
programs. In carrving out the provisions of this section, the Secre-
tary shall, as far as practicable, protect the interests of tenants and
sharecroppers; is authorized to utilize the ggricultural extension ser-
vice: un(f other approved agencies; shall zu':'{N[ such recognition and
encourazement {0 pr()(lu('or-()\\‘nwl and producer-controlled coopera-
tive associations as will "be in harmony with the policy toward
cooperative nssociations set forth in existing Acts of Congress and as
will tend to promote efficient methods of marketing and distribution;
shall not have power to acquire any land or any right of interest
therein; shall, i every practicable manner, protect the interests of
small producers; and shall in every vpractical way encourage gand
provide for soil-conserving ﬁhﬂ:l soil-rebuilding  pragtices rather
than the growing of soil-depleting crops. Rules afl regulations
governing anshts or grants under this subsection shall be as
simple and (|ll‘(‘,(‘tLlH possible, and, wherever practicable, they sh
be classified on two bases: (a) Soil-depleting crops and practices,
(b) soil-building crops and practices.

Notwithstanding any other provision of law, in making available
conservation materials consisting of seeds, seed inoculants, fertilizers,
liming and other soil-tonditioning materials, trees, or plants, or in
making available soil-conserving or soil-building services or pollution

_prevention or abatement aids, to agricultural producers under thi-

subsection, the Secretary may make payments in advance of deter-
mination of performance by the producers, to persons who fill purchase
orders covering approved conservation materinls or covering soil-
conserving or soil-building services or pollution prevention or abatement
aids, furnmished to producers, or who render services to the Secretary
in delivering to producers approved conservation materiall, for the
the earrying out, by the pm(?u(:erﬂ, of soil-building or soil-conserving
ractices or pollution prevention or abatement practices approved by the
gocretn.ry. he price at which purchase orders for any conservation
materials or services.are filled may be limited to a fair price fixed in
nccordance with regulations prescribed by the Secretary.
. Approprintions are hereb{ authorized for the purchase in advance
of the program year for which the appropriation is made of seeds,
fertilizers, lime, trees, or any other {arming materials or any soil-
terracing services, and making grants thereof to agricultural prodycers
to.nid them in carrying out farming Erwctices approved by the Secre-
e reimbursement of any Féderal,
State, or local government agency for fertilizers, seeds, lime, trees, or
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other faiming materials, or any soil-terracing services, fufished by
such agency; and for the puyment of all expenses necessary in nﬁuking
such grants, including all or parf ol the costs incident to the delivery
thereof. ‘

In carrying out the purposes of subsection (@) of section 7, the Secre-
- tary may enter into agreements with agricultural producers Jor periods
not to exceed ten years, on such terms and conditions as the Secretary
deems desirable, creating obligations in advance of appropriations not.
to erceed such amounts as may be specified in annual appropriation Acts.
Such agreements (i) shall be based on conservation plans approved by the:
s0il and water concervation distriet or districts in which the lands deseribed
in the agréements are situated, and (i1) may be modified or terminated by
mutual consent if the Secretary determines such’ action would be in the
. public interest. The Secretary also may terminate agreements if hé' deter-
\ mines such action to be in the national interest and provides public notice
in ample time to give producers a reasonable opportunity to make arrange- -

ents for appropriate changes in the use of their land. T

* L * * L *  J

CONDITIONS AFFECTING PAYMENTS OR GRANTS OF AID

) Any payment or grant of aid made ul\‘er subsection (b)
shall be conditioned upon the utilization of ‘the'land, with respect
to which such payment is made, in conformity with farming prac-
tices Which the Secretary finds tend to effectuate any one or more
of the\purposes specified in elause (1), (2), (3), (4), Lor] (6), or (6)
of section 7(n).

Any ‘payment made wgder subsection (b) with respect to any
farm (except for lands which the Secretary determines should not
be utilizéd for the harvesting of crops but should be permanently
used for grazing purposes only) shnlY, if the number of cows kept
on such farm, and in the county in which such farm is located, for
the production of milk or products thereof (for market), exceeds
the normal number of such cows, be further conditioned upon the
utilization of the land, with respect to which such payment is made,
»gb that soil-building and soil-conserving crops planted or produced on
an acreage equal to the land normally used for the production of soil-
depleting crops, but, as a condition of such payment, not permitted to
be so used, shall be used for the purpose of Kuilding and conserving
the fertility of the soil, or for the production of agricultural commodi-
ties to be consumed on the farm, and not for market. Whenever it is
determined that a county, as a whole, is in substantial complmnce
with the provisions of this paragraph, no payment shall be denied any
individual farmer in the county by reason of this paragraph; and no

ayment shall be denied a farmer by reason of this paragraph unless it
[:n.q been determined that the farmer has not substantially complied
with the provisions of this paragraph. Whenever the Secretary finds
that by reason of drought, flood, or other disasfer, a shortage of feed
exists in any area, he shall so declare, and to the extent and for the
period he finds necessary to relieve such shortage, the operation of the
condition provided in this para aEh shall be suspended in such area
and, if necessary to relieve Su(‘irs ortage, in other areas defined by
him. As used in this paragraph, the term “for market” means for

Q
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disposition by sale,. barter, o‘i"@xc!‘),ﬁn e, or by feeding (in any form)
to dairy livestock which, or ‘the products of which, aré to ge sold,
bartered or exchanged; and such term shall not include consumption
on the farm. Amr agricultural commodity shall be deemed consumed on
the farm ¥ consumed by theformer’s family, employees, or household,
or if fed té ponltry or livestock other than dairy livestock on his farm;
or if fed tol dairy livestock on his farm and such dairy livestock, or the
Kroducts thereof, are to be consumed by his family, employees, or
ousehold. ‘Whenever the Secretary has reason to believejthe income
of producers of livestock (other than dairy cattle) or 'Kot{ltry in any
area from such sources is being adversely affected by increases in the
supply for market of such livestock or poultry, as the case may be,
. ansing as a Yesult of programs carried out under this Act, he shall
make an invdstigation with respect to the existence of such facts. If,
upon investigdtion, the Secretary finds that the income of producers of
such livestock) or poultry, as the case may be, in any area froneany
such source is being adversely affected by such increases, he shall, as
soon as practicable, make such provision in the administration of this
Act with respech to the use of diverted acres as he may find necessary
to protect the interests of producers of such livestack or polltry in the
offected area. : '

DIVISION OF PAYNENT8 AMONG LANDLORDS, TENANT8, AND SHARE-
k CROPPERS

s “(e) Payments made by the Secretary to farmers under subsectiop
(b) shall be divided .among the landlords, tenants, and sharecroppers
of any farm, with r};spe(‘t to which such payments are made, in the
same proportion that such landlords, tenants,' and sharecroppers are
entitled to share in the proceeds of the agricultural commodity with
respect to which such payments are made, or, effective with respect to
the 1942 and subsequent farm programs, #1 the event of- acquisition
of title to, or lease o?, a#y farm for use in connection,with the national
war effort which caused the producers on such farms to lose, prior to
the time of harvest, thdir interests in the crops planted thereon, or
the proceeds thereof, payments with respeéct to such crops, to the
extent that full compensption for the loss of payments with respect
thereto in connection with such acquisition or lease was not made to
such producers, shall be divided among the landlords, tenants, and
sharecroppers on such farm in the proportion which it'is determined
that such producers would have been entitled to share in the proceeds
of such crops but for such acquisition or lease: Provided, That pay-
ments based on soil-building or soil-conserving practices or agriculture-
related pollution prevention or abatement practices shall be divided in
proportion to the extent which such landlords, tenants, and share-
croppers contribute to the carrying out of such practices. Such pay-
ments shall be paid by the Serretary dire&?y' to the landlords, tenants

or sharecroppers entitled therdto, and shall be coruputed at rates which

will permit the Secretary to et aside out of the funds available for
the making of such payments for each year an amount sufficient to
permit the increases herein spécified to be made within the limits of
the funds so available. If with"ﬁespect to any farm the total payment

to any person for any year woxil‘d be:
?.“‘ .
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(1) Not more than $20, the payment shall be increased by

40 per centum; \

(2) More than $20 but not more than $40, the payment shall
be increased by $8, plus 20 per centum of the excess over $20;
(3) More than $40 but not more than 360, the payment shall
be increased by $12, plus 10 per centum of the excess over $40;
(4) More than $60 gut, not more than $186, the payment shal‘
be increased:by 814; or - -

. (§ More than $186 but less than $200, the payment shall be

increaged to $200. '

In the case of payments of more than 81, the amount of the payment
which shall be fsed to calculate the 40-, 20-, and 10-percentum in-
creases. under elfuses (1), (2), and (3) shall not include that part, if
any, nt which is a fraction of a dollar.

e the calendar year 1939, no total payment -for any

ear tony person under such subsection (b) shnllpexceed $10,000.
n the case of payments made to any individual, partnership, or
estate on account of performance on farms in different States, ’Ferri—
tories, or possessions, the $10,000 limitation shall apply to the total
of the payments for each State, Territory, or possession, for a year
and not to the total of all such payments.

Persons who ¢ out farming operations as tenants of share-
croppers on cropland owned by the nited States Government and
who comply with the s and conditions of the' conservation

program, formulated pufsuant to sections 7 to 17, inclusive, of this
Act, as amended, shallibe entitled to apply for and receive pay-
ments, or to retain payments heretofore made, for their participa-
tion in said program to the same extent as other producers. Per-
sons who ¢ out conservation practices on federally owned non-
cropland which directly conserve or benefit nearby or adjoining
privately owned lands of such persons and who maintain and use
such Federal land under agreement with the Federal agency having
jurisdiction thereof and who comply with the terms and conditions
of the agricultural conservation program formulated pursuant to
gsections 7 to 17 of this Act, as amended, shall be entitled to apply
for and receive payments under such program to the same extent as
other producers.

L] ] .. L] L] ] L]

! 4

APPROPRIATIONS, AUTHORIZATIONS AND ALLOCATIONS OF FUNDS

Sec. 15. To enable the Secretary of Agriculture to carry out
the purposes of*sections 7 and 8 there is, hereby authorized t6 be
appropriated for any fiscal year not exceeding $500,000,000.

g‘he funds available for payments (after allowing for estimated
administrative expenses, and not to exceed 5 per centum for pay-
ments with respect to range lands, noncrop pasture lands, and naval
stores) shall be allocated among the commodities produced . with
respect to which payments or grants are to be computed. In allocating
funds among the commodities the Secretary shall take into considera-
tion and give equal weight to (1) the average acrea¢s planted to thb-
various commodities (including rotation pasture), fdr the-ten years

- 1928 to 1937, adjusted for abnormal weather and otger conditions,

including-acreage diverted from production under ti% agricultural
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adjustment and soil conservation pro ; (2) the value at parity
prices of the production from the allotted acreages of the various
commodities for the year with respect to which the paymant is made;

. (3) the average acreage planted to the various commod}:g]es during the /
ten years 1928 to 1937, including the acreage diverted from production ’
under the agricultural adjustment and soil conservation programs,
in excess of thg allotted acreage for the year with respect to which
the gayment is made; and (4) the value based on average prices
for the preceding ten years of the produttion of the excess acreage
determined under item (3). The rate of payment used in maki
payments to the producers of each commodity shall be such that
the estimated payments with respect to such commodity shall equal
the amount of funds allocated to such commodity-as herein pro-
vided. For the S}e)urpb&e of allocating funds and computing payments
or grants the Secretary is authorized to consider as a commodity a
group of commodities or a regional or market classification of a
commodity. For the purpose of computing payments or grants, the
Secretary is authorized to use funds allocated to two or more com- ‘
modities produced on farms of a designated regional or other classifica- -
tion to compute payments with respect to one of such cemmodities _
on such farms, and to use funds, in an amount equal to the estimated
payments which would be made in any county, for making payments -
pursuant to a special program under section 8 approved by the Secre-
tary for such county: Provided, That farm acreage allotments shall
be made for wheat in 1938, but in determinin compliance wheat shall
be considered in the group with other corps for which.gpecial acreage
allotments are not made. Notwithstanding the foregoing provisions
of this section and the provisions of sectfon 7(g), programs of soil
building practices [and}, soil- and water-conserving practices, and
agriculture-related pollution prevention and abatement practices shall be
based on a distribution of the funds available for payments and grants
among the several States in accordance with their conservation
needs, as determined by the Secretary, except that the proportion )
‘allocated to any State shall not be reduced by more than 15 per
centum from the distribution of such funds for the next precedin
program year. In carrying out such programs, the Secretary sha

ive particular consideration to conservation problems on farm
F&nds diverted from crops under acrea%e allotment programs and
to the maintenance of a proper -balance between soil conserving and
soil depleting crops on the farm. .

* - 1343




INDIVIDUAL VIEWS OF MR. YOUNG

While I have at least one serious objection to this Bill, I voted to
report it to the Senate where ‘there will be an opportiinity to make
gome neceszary changes. Also if approved by the Senate, and I hope
it will be, the Senate-House Conference Committee too will have
considerable latitude in writing a new law that will serve this long
needed purpose. .

his legisla#on will go a long way toward providing improved em-
ployment opportunities, better community facilities and broadened
programs for credit to finance ecénomic development in our rural
areas. The rural development credit and graut program provisions of
this Bill, together with similar provisions in H. R. 12931, as passed
by the House of Representatives, can be developed to provige the
basis for rezolving these problems.

I am opposed to the $500 million dollar rural revenue-charing por-
. tion of this Bill for several reasons. It is tied closely with the pro-’
pozed general revenue sharing with the States. To support the revenue
sharing provisions in this Bill, would obligate me to vote for the multi-
billion dollar propesed revenue sharing legislation now pending. The
sharing of Federal revenue with the States might be desirable if the
Federal Government was not, year after year, including the present
fiscal year, faced with large deficits and a huge over-all national debt
in excezs of 3490 billion dollars. Finally, the rural revenue sharid
rroposml could have the effect of drawing off needed funds from other
ong established and necessary programs that are*now gérving ryral
America.in an effective and efficient manner.

, MiuroN R. Youna.
- (133)
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ADDITIONAL VIEWS OF MESSRS. MILLER AND DOLFE

The bill which accompanies this report ig undoubtedly the most com- .

rehensive rural deyelopinent legislation ever pregented to the United
Jtates Senate. Because of our commitment to rural development, we
voted to report this bill, although not approving of eeveral provisions,
in order that the Senate and, ultimately, the Confefence Committes,
might work itg will. ’ - )

ﬁ’e are particularly concerned with the almost total over-lapping of
authorities c_ontainedyin Titles I and II of the bill.
={Title I would create an entirely new ruraldevelopment banking
gystem, modeled after the Farm Credit System. However, while the

‘arm Credit System was designed to deliver relatively small loans to
a relatively large number of borrowers in a fairly homosgeneous farm-
ing industry, the rural development bnnkin%: gystem would likely make
a small number of relatively larger loans to borrowers in a wide variety
- of non*farming. commercial industries and for community facilities.
(See USDA Report-—page 94).

The new ore({it gystem_would be.composed of a complicated new
byreaucracy for loan-making purposes. This approach has several
built-in disadvantages inolu(%‘ing: requiring a long time to establish
an effectively operating organization; being expensive to 'operate
thereby using up funds that could be more profitably used for rural
development ; creating new national, regional, and some new local
lending agencies with little or no lending experience; and being likely
to make a larger than normal number of mistakes during its early
years which might harm the entire rural development effort.

,An even more serious set of difficulties arises with the subsidy pro-
visions of the rural development banking system. This would allow in-
terest subsidies to private [l‘uuaineﬁses which obtain loans from the sys-
tem and are unable to repay at the market rate of interest. In the case
of community facilities, H(mns could be augmented by grants,

The interest subsidy would be available only to firms locating in
areas which have had a net less of population. This would have the
cffect of encouraging only marginal firins to locate in those areas, be-
chuse only those firms Wfli(“]l are unable to pay full interest on their
loans would be entitled to subsidies. .

This “selection of the weakest" process could weaken, rather than
strengthen, the rural economy.

Although the rural development banking system is billed as a “hard
credit” bank, the interest sugsidies and grants add to its duplication
of other programs authorized in the bill. In addition, there would be
created an insurance fund through which the Secretary of Agri re
may guarantee loans made by the credit system. This creates addi-
tional dupljcationu& Farmers Home Administration programs.

In our view, amendments to the Consolidated Farmers Home Act
of 1961 which are provided in Title II of the bill, in conjunction with
revente sharng in Title III, offer a much preferred, broad-based ap-
proach to the credit needs of rural America.

(134)
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Title IT authorizes o wide range of credit services for business, com-
mercial, and industrial purposes, and for community -facilities and
services. This would be a g(mn guarantee system utilizing the tested and
proven financing mechanism of the Farmers Home Administration.

The Farmers Home amendments in Title T authorizg loan guar-
antees for any type of project “that contributes to the’objective of a
bulanced national i{rowth policy . . . the enhah¢ement 0% ary rural
community or rural area as e place to live and make & living . . . that

* provides increased employment or income for or directly benefit rural

residents. . " o :
In addition to the broad grant of authority contained in the fore-
g()mpi statefnent, the bil also enumerates twelve specific, yet broad-
d. types of projects which may be financed through FHA .loan
guarantees. Among the specific types of eligible projects enumerated
are: manpower development and training, esmbliss)lment and improve-

ment of publit educational facilities and educational methods; estab-

lishment anc im‘)row-ment of land, water and air transportation gys-
tems; and établishment and improvement of health and nutrition
facjlities and services. -

his title authorizes FHA to guarantee up to 90 percent of loans
for business or commerciul.purposes and up to 100 percent of loans
for community facilities. We agree with the elimination of several
proposed grant authorities in Title IT because of the authorization for

a $500 million annual appropriation for rural revenue sharing provided'

in Title III.

We hold some reservations with regard to the $75 million in:pollu-
tion abatement and control grants provided in Title IT. This authority
establishes n precedent which. in effect,-would allow subsidization of a
great number of poliuters including, “public, private, or cooperative
organizations organized for profit or nonprofit or individuals™. In
addition, there would be dupheation and overlap with the Rural En-
vironmental Assistance Program whose authority is expanded to cost-
sharing for “prevention and abatement of agricultyre related pollu-
tion” in Title VITT of the bill.

We regard the reorganization of Farmers Home Administratioh
proposed in Title TF to'he an awkward approach if the 6.000 plus field
atafl of the Agency is to be used most efficiently. It is impossible for us
to determine how this efficiency could be maintained with the creation
of two agencies, a Farm Development Administration and Rural En-
terprise and Community Development Admigistration, being guided,
by separate Administrators and using the same field staff.

It seems to us that creation of Farm Development. Community
Kacility Development, and Business Development divisions operated
under a single Administrator would be the most efficient method of
administering the new authorities given to Farmers Home Adminis-
tration under thig bill.

Jack MiLLer.
Bos DoLr.




. * INDIVIDUAL VIEWS OF MR. CURTIS - 8
"+ I concur with my colleagues, Senators Miller and Dole, with regard
7. to the lack of need for the fural development banking system proposed
", inthisbill. T wish to further express my opposition to Title III (Rural
= = - % Development Revenue Sharing) which proposes $500 million new .
" 7+ -spending which has not been budgeted, - . ‘ ' )
v+ . The Federal Government is in no position:to share anything but a -
;portion of the estimated $39 billion deficit for fiscal 1972,
- If revenue sharing is to be included in this measure it should be the
.> Rural Development Revéfiue Sharing proposal offered by President
‘Nixon. That proposal woidd have authorized -transfer of funds now
, being spent on eleven catégorical grant programs to the States. Each .
individual State. would then have had the option as to whether or not :
a portion or all of the eleven categorical programs would have been
continued. s . ' '
' The President’s Rural Development Revenue Sharing program was
proposed as a reaffirmation of faith in State and local governments by
allowing them to determine, within broad categories, how best to spend
revénues received from the Federal Government. ,Ti')é.vRural Develop- .
v ment Revenue Sharing proposal in Title III of this bill is nothing more
' than a" handout of money, which the Federal Government does not
~ have, to the States and their subdjvisions and does nothing to remove
the often stiffing and frustrating restrictions which require that funds

under Federal grant programs be used: for narrow purposes. N

Cart T. CuURTIs.
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- become the central source

" sharing

INDIVIDUAL VIEWS OF MR. ATKEN

The Rl_;l:&l Devé!o ment Act of 1972 contains a number of import-. )
‘ant provisions which should be enacted into law if rura} life is to

liave modern andtefficierit economic and social attractions.
" Title-II is especially important for it contains broad new powers
‘which are critically needed Af the Farmers Home Administration is to
credit and grant funds for the wide range

The billalso- cofitains important new provisions far Federal cost-

of develoEm%nt projsetswhich our rural areas require, -

solving problems of land management-and agricultural waste control.

. . Closely linked to these are additional provisions for rural fire protec-
“tion and Federal cost-sharing for rural municipal, indugtrial and

“I introduced with the Chairman o

community water supply needs. * ,
These sections of S\e ill were originally contained'in S. 2981 which
% the Committee and 69 other co-
sponsors.” They .would allow for effective expansion of our Small
Watershed Program and Resource Conservation and Development

" projects.

. Another section of considerable merit authorizes special technical

assistance fer small marginal farms and would allow the establish-

“‘ment of a nationwide Farm Family Program similar to the highly
", successful g_::g;g‘mm which has been developed as a national pilot pro-

gram in Vermont over the last three years.
. These important provisions are, however, jeopardized by Title I,

- which should not be in the bill and which, 1f retained, might very

well Block any hope for enactment of the desirable provisions of the

bl . .

. \
Title I should be dropped as it duplicates and overlaps the new

FHA functions provided in Title IT. It would establish a massive new -
untried banking svstem’ which would compete not only with private -

banks but with FHA as well. As an independent agency it would
escape the normal budgetary and personnel ceilings and would set its
own interest rates.

It could become a secondary market for obligations. It would set.

its own loan terms and conditions. The Secretary could insure or
auarantee its obligations with the full faith and credit of the Federal

- Government. The bank could accept deposits and pay interest on them

like any normal bank. N

It could become a bonanza for political patronage as it has 10
regional appointed boards of directors and one Federal board of di-
rectors, each consisting of 12 members. . ) 5

The, proposed banking system would not be required to pay Federal

. incom®taxes on its earnings. The system would consist of a Federal

bank, 10 regional banks and hundreds of local district banks. Practi-
cally any institution would be eligible to become one of its district
banks. - ‘ . _ g
e (137)

- a

A3

prove water quality, and provide technical assistance in - )




138 . s . . ; ‘§ |
The banking system would also have funds to subsidize the con- =
struction of bank buildings, operation costs and interest without limit.
This subsidy is such that it could reward inefficiency.

. The Senate should strike Title I and insist on the expansion of FHA
and other existing credit agencies to perform the credit functions
needed for rural development.

There are certain other provisions of the bill, such as the revenue
sharing proposal, with which I am not fully satisfied at this time. With
the exception of Title I, however, to which I am completely opposed,
other provisions of the bill can be taken up in Conference with the
House and modified or deleted if it is found aSvisable.

Georee D. AIxkex.

/
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INDIVIDUAL VIEWS OF MR. ELLENDER

The Rural Development Act of 1972 contains a number of features
which I feel are needed and necessary. For example, Title IV would
further broaden and increase the®usefulness of P.I. 566, the Small
Watershed Program, in two specific and gery important areas—rural
development and protection of the envIfonment. The ‘amendments
to P.L. 566 contained in this legislation will provide the Secretary
of Agriculture with additional authorities for which there is presently
a justifiable need. ‘

In addition, Title V- of the proposed Act amends the Bankhead-
Jones Farm Tenant Act to strengthen the Resource Conservation
and Development Program which I originally sponsored in 1961.
This federal-state-locaf cooperative éffort has resulted in dynamic
programs designed to improve the quality of life in rural America.
These programs have been effective, and have gone forward at a
reasonable cost to the Federal Government. ,

There-are a number of other provisions which receive my support,
but I.cannot in all good conscience support this bill in its entirety.

- T am primarily concerned with the two-prenged question of duplica-

tion of effort and vastly increasing federal costs. .
('oncerning the latter 1'})loint first, in recent months many responsible
voices in the Congress, the Executive Branch and the public at large

- have been raised against what many see as a tendency in the Congress

to give legislative approval to large new federal programs which start
out with small beginnings but soon mushroom into large, expanding
and;, costly drains upon the federal taxpayer. In my opinion, this
Congressional tendency reached a high point several years ago. The
size of the budget today is a reflection of those federal programs au+
thorized by the Congress in' the mid-1960's with the blessings of the
Administration. These have come to full growth at the multi-billion
dollar level. T regret-to say that the instant legislation seems to be a
definite continuation of a trend which T thought had been brought
under some semblance of control in the recent past. '

As required by the Legislative Reorganjzation Act of 1970, the
Committee report on the proposed Rural Development Act of 1972
contains cost estimates which project the federal expenses likely to
be incurred over the five years following its enactment. T do not think
it would be amiss if I were to repeat those ficures at this point in
my statement. T believe thev should be made widely known to all the
Coneoress and te all onr citizens and taxpayers. S

1£ this bill is enacted in its present form, costs for the current fiscal
year are estimated to amount to $5.200.000. Costs for the first full fiscal
year of operation would amount to $620,160,000. Costs for the second
fiscal year of operation are estimated to amount to $909,160,000; for
the next year $1,135,666,000; for the year following $1.338.600.000 and
for the fifth year after the enactment of this initial autharization, the
cost from this small beginnipg is estimated to be at the $1,500,000,000
level. o ‘
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Iam in symlpathy with the aims contained in and espoused by this
- Pproposed legislation. My record in the area of con rq for our rural
people and rural development in general, compiled over 35 years as a
member and Chairman of the Agriculture and Forestry Committee,
3 speaks for itself. It needs no defense from me here. Without question,
our rural communities and people badly need more dttention 2rom the
" Congress and from the nationaf Administration. To be effective, how-
- ever, that attention must be presented in responsible legislative vehicles,
and, frankly, I find much in the pending bill that seems to represent
legislative irresponsibility. . .
think this is indicated best by the proposed creation of an entirel
new and wide-reaching ﬁnancia{ enterprise Tor the supposed Q)eneﬁ{
of our rural areas, Certainly, I would not argue here or elsewhere that
additional benefits are not‘i)udly needed. I cannot, however, agree
"that this need will best be met b the creation of an entirely new entity
under the nice-sounding title og “Federal Rural Development Credit
. Agency.” If we were starting from “scratch” in this leglslativ ;. .
. if this were the 74th or 75th Congress of the mid-1980’s rather t
the 92d Congress of 1972, there might be more merit in this approach.
. But in light of the programs brought into being b the' Agriculture
Committees of the Congress over the last three ﬁecades, the addition
- -of such a new agency is difficult to ynderstand or justify. If anything
is needed at this time, it i a consoligntion of the efforts being directed
within the Department of A riculture, the Department of Health,
Educition nndp Welfare, the Igepartment of Commerce and even the
Department of Housing and Urban Development. Instead, what we
have here is a further splintering of the federal efforts aimed at im-
proving the quality of ruriiyjfe. '
This bill sets up a vast new credit system originally finunced by the
Federal Governmeént and designed to make loans to Eyone for any

rural development purpose. ,

At the same time, the bill amends the Consglidated Farmers Home
Administration Act to authorize loans to anyone for any rural develop-

™~ ment purpose. o , .
In other words, there is a vast duplicity of effort introducing a
~ high degree of competition to make funds available for rural develop-

ment purposes. In this situation I can see substantial waste offederal
funds and a high degree of losses because of this competition.

I regret that I am forced to oppose this legislative proposal. Al--
though there is much in it which I would wholeheartedly favor, overall
I see the legislation as representing too great a drain on the taxpayers,
as increasing the layers of government involvement without cause, and
of ultimately futher widening the gap between our urban centers and
rural areas. : -

- . AygeN J. ELLENDER.
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