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Senate 
The Senate met at 11:59 a.m., and was 

called to order by the President pro 
tempore [Mr. THURMOND]. 

PRAYER 

The Chaplain, Dr. Lloyd John 
Ogilvie, offered the following prayer: 

Lord of creation, You have written 
Your signature in the bursting beauty 
of this magnificent spring morning in 
our Nation’s Capital. The breathtaking 
splendor of the cherry blossoms are 
about to blanket the city with fairy-
land wonder. The daffodils and crocuses 
have opened to express Your glory. 
Now Lord, tune our hearts to join with 
all of nature in singing Your praise. 

We thank You for the rebirth of hope 
that comes with this season of renewal 
and resurrection. You remind us, ‘‘Be-
hold I make all things new.’’ As the 
seeds and bulbs have germinated in the 
earth, so You have prepared us to burst 
forth in newness of life. We forget the 
former things and claim Your new be-
ginnings for us. Help us to accept Your 
forgiveness and become giving and for-
giving people. Clean out the hurting 
memories of our hearts so that we may 
be open channels for Your vibrant, cre-
ative spirit as we tackle problems and 
grasp the possibilities of this day. 

Lord, we want to live this day in the 
flow of Your grace. We put You and 
truth first, our Nation and its future 
second, and our party third. Help us 
not to reverse the order. For the sake 
of the future of our beloved Nation and 
by Your power, through our Lord and 
Saviour. Amen. 

f 

RECOGNITION OF THE MAJORITY 
LEADER 

The PRESIDENT pro tempore. The 
able majority leader is recognized. 

Mr. LOTT. I thank the Chair. 
f 

ORDER OF PROCEDURE 

Mr. LOTT. Mr. President, I ask unan-
imous consent that the routine re-

quests through the morning hour be 
granted. 

The PRESIDENT pro tempore. With-
out objection, it is so ordered. 

f 

MORNING BUSINESS 
Mr. LOTT. Mr. President, I ask unan-

imous consent that there now be a pe-
riod of morning business. 

The PRESIDENT pro tempore. With-
out objection, it is so ordered. 

f 

MESSAGES FROM THE PRESIDENT 
Messages from the President of the 

United States were communicated to 
the Senate by Mr. Williams, one of his 
secretaries. 

EXECUTIVE MESSAGES REFERRED 
As in executive session the Presiding 

Officer laid before the Senate messages 
from the President of the United 
States submitting sundry nominations 
which were referred to the appropriate 
committees. 

(The nominations received today are 
printed at the end of the Senate pro-
ceedings.) 

f 

MEASURE PLACED ON THE 
CALENDAR 

The following measure was read the 
second time and placed on the cal-
endar: 

H.R. 1122. An act to amend title 18, United 
States Code, to ban partial-birth abortions. 

f 

INTRODUCTION OF BILLS AND 
JOINT RESOLUTIONS 

The following bills and joint resolu-
tions were introduced, read the first 
and second time by unanimous con-
sent, and referred as indicated: 

By Mr. KYL: 
S. 512. A bill to amend chapter 47 of title 

18, United States Code, relating to identity 
fraud, and for other purposes; to the Com-
mittee on the Judiciary. 

By Mr. MACK (for himself, Mr. 
D’AMATO, Mr. BOND, and Mr. BEN-
NETT): 

S. 513. A bill to reform the multifamily 
rental assisted housing programs of the Fed-
eral Government, maintain the affordability 
and availability of low-income housing, and 
for other purposes; to the Committee on 
Banking, Housing, and Urban Affairs. 

f 

STATEMENTS ON INTRODUCED 
BILLS AND JOINT RESOLUTIONS 

By Mr. KYL: 
S. 512. A bill to amend chapter 47 of 

title 18, United States Code, relating to 
identity fraud, and for other purposes. 

THE IDENTITY THEFT AND ASSUMPTION 
DETERRENCE ACT OF 1997 

Mr. KYL. Mr. President, with in-
creasing frequency, criminals are using 
the Social Security numbers and other 
personal information of law-abiding 
citizens to assume their identity and 
take their money. Identity fraud can 
be more serious than a criminal pick-
ing someone’s pocket and lifting cash 
or a credit card. Identity theft involves 
criminals—who may have ties with 
international criminal syndicates—ob-
taining enough information on another 
person that they can open up new cred-
it card accounts in the law-abiding per-
son’s name. Some call identity theft 
high-technology bank robbery. But 
law-enforcement officials say commit-
ting identity fraud is easier than rob-
bing a bank. 

Identity fraud is one of the fastest 
growing financial crimes. An alarming 
2,000 cases occur each week. Credit- 
card fraud losses—the major financial 
loss in personal-identity thefts—may 
amount to as much as $2 billion a year. 

The statistics don’t reveal the hard-
ship these crimes can cause. Imagine 
the anxiety of knowing that a criminal 
has been able to gain hold of your most 
personal identification information to 
open credit cards or apply for loans in 
your name. Even when fraudulent 
charges are cleared from a victim’s fi-
nancial records, he or she cannot be 
sure that the perpetrator of the crime 
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won’t strike again. Moreover, thou-
sands can be spent to repair a tar-
nished credit rating. As the victim at-
tempts to untangle the mess caused by 
an identity thief, phone service may be 
disconnected or a victim may face dif-
ficulty in securing a mortgage. 

I would like to discuss the case of a 
constituent, Bob Hartle, who has spent 
many hours working with my staff on 
the identity-theft proposal. Mr. Hartle 
served as the inspiration for an Arizona 
State law which, like the bill I am in-
troducing, makes it a felony to steal 
another person’s identity. I thank Mr. 
Hartle for all of his help. 

Bob Hartle’s experience with an iden-
tity thief illustrates the seriousness of 
these crimes. The man who victimized 
Mr. Hartle was sentenced to 17 months 
in Federal prison for using false 
names—not Mr. Hartle’s; the criminal 
had misappropriated other law-abiding 
citizens’ names—in order to buy a gun 
and open up a credit card account. The 
criminal possessed enough information 
to have a driver’s license and credit 
cards issued in Mr. Hartle’s name. With 
these credit cards, the criminal made 
purchases under Mr. Hartle’s name 
that exceeded $100,000. While trashing 
Mr. Hartle’s credit, and carrying a li-
cense as Mr. Hartle in his wallet, the 
identity thief was busy committing se-
rious crimes. Mr. Hartle has spent over 
$10,000 trying to clear his good name 
and credit. He did not receive a restitu-
tion payment. The assistant U.S. attor-
ney who prosecuted the case was 
quoted in a 1995 news story as saying 
that, ‘‘Hartle may never get his full 
share from the courts. * * * All we can 
do is prosecute this under the powers 
given to us by law.’’ 

Restitution was not available to him 
because, although many of the actions 
attendant upon identity theft do vio-
late Federal law—that is, credit card 
fraud, using false names—the actual 
assumption of another’s identity does 
not. Consequently, individual victims 
of these offenses are not entitled to 
restitution. 

The criminal who ripped off Mr. 
Hartle’s identity committed several 
such crimes throughout the United 
States before he was finally appre-
hended. Acting alone, he caused great 
damage and hardship. But a new breed 
of identity-fraud criminal has emerged 
that poses an even greater threat to 
citizens. Sophisticated international 
criminal syndicates, some of which 
have penetrated the Social Security 
Administration and other agencies or 
companies with access to private per-
sonal information, are engaging in 
identity-fraud scams of a magnitude 
unimaginable a few years ago. 

For example, the New York Post re-
ported on December 29 that ‘‘A brazen 
city-based ring of con artists has been 
lifting personal information about hun-
dreds of New Yorkers and using it to 
get credit cards and run up huge bills.’’ 
This ring of Nigerian nationals applies 
for credit cards with banks ‘‘after 
snatching identifying data about 

unsuspecting victims.’’ Identity-fraud 
syndicates such as these obtain Social 
Security numbers and other personal 
information to perpetrate their scams 
in myriad ways: stealing mail; col-
lecting credit-card receipts; running li-
cense plates through DMV records; pos-
ing as a loan officer and ordering a 
credit report; purchasing information 
from corrupt governmental and private 
employees with access to personal in-
formation. 

One of the reasons I elected to chair 
the Senate Judiciary Committee’s Sub-
committee on Technology, Terrorism, 
and Government Information was to 
ensure that the law keep pace with 
technology. The Secret Service, which 
is responsible for investigating finan-
cial fraud crimes, believes Federal 
fraud laws could be improved, to better 
protect people like Mr. Hartle, and I 
thank the agency for all of its help in 
drafting the bill. Rather than amend 
the Federal fraud laws, my proposal 
creates a separate statute for identity- 
fraud offenses, which I am told will 
make this crime easier to investigate 
and prosecute. When the fraud laws 
were drafted, the law-enforcement 
community was contending with coun-
terfeiters who manufactured, distrib-
uted, and used ID’s that were pieces of 
paper. Identity-fraud schemes were not 
nearly as prevalent in that pre-elec-
tronic era as they are today. 

As mentioned above, individual vic-
tims of fraud offenses—who, like Mr. 
Hartle, are generally not eligible for 
restitution under current law—could 
receive restitution under my proposal. 
Additionally, the act allows law en-
forcement to seize equipment—contra-
band—used to produce false documents. 
Penalties are scaled to reflect the num-
ber of victims, not just the dollar 
amount of the fraud. 

Moreover, the proposal requires the 
Secret Service to collect statistics on 
identity fraud offenses. Statistics on 
identity fraud are rough; we need to 
know more about the extent of the 
problem. 

And finally, the bill directs the Sec-
retary of the Treasury and the Chair-
man of the Federal Trade Commission 
to conduct a comprehensive study of: 
the nature, extent, and causes of iden-
tity fraud; the threat posed by identity 
fraud to financial institutions and pay-
ment systems; and the threat to con-
sumer safety and privacy. The results 
of the study will be submitted to Con-
gress with specific recommendations 
for legislation to address the problem 
of identity theft. This study is very im-
portant. Access to confidential infor-
mation facilitates credit-card identity 
assumption scams. With identity fraud 
rising, we must continually reevaluate 
statutes regulating consumer privacy. 

This is the other side of the coin 
when it comes to deterring this kind of 
fraud. We need to go after criminal ac-
tivity when it occurs, but we also must 
prevent the careless circulation of per-
sonal information to begin with. 

In fact, action has already been 
taken by Congress to better protect 

private identity information. In Sep-
tember, the Driver’s Privacy Protec-
tion Act of 1994 goes into effect to re-
strict release and use of certain per-
sonal information from State motor 
vehicle records. Other efforts are un-
derway. In August, the FTC—respond-
ing to suggestions that Social Security 
numbers were easily available on the 
Internet—held a staff meeting to ex-
change information on consumer iden-
tity fraud, and following the meeting 
suggested that Congress consider legis-
lation to tighten restrictions on the re-
lease of private identity information. 

The bill I am introducing today is 
targeted at the criminals: those who 
perpetrate identity theft crimes. Con-
gress will need to consider other meas-
ures seeking the assistance of the 
custodians of personal identity infor-
mation to make identity theft crimes 
more difficult to commit. I believe that 
my bill represents a solid first effort to 
combat identity theft, and I request 
that my colleagues support the Iden-
tity Theft and Assumption Deterrence 
Act. 

By Mr. MACK (for himself, Mr. 
D’AMATO, MR. BOND, AND MR. 
BENNETT): 

S. 513. A bill to reform the multi-
family rental assisted housing pro-
grams of the Federal Government, 
maintain the affordability and avail-
ability of low-income housing, and for 
other purposes; to the Committee on 
Banking, Housing, and Urban Affairs. 

THE MULTIFAMILY ASSISTED HOUSING REFORM 
AND AFFORDABILITY ACT OF 1997 

Mr. MACK. Mr. President, I am 
pleased to introduce, on behalf of Sen-
ators D’AMATO, BOND, and BENNETT, 
the Multifamily Assisted Housing Re-
form and Affordability Act of 1997. This 
bill is a serious effort to reform the Na-
tion’s assisted and insured multifamily 
housing portfolio in a responsible man-
ner that balances both fiscal and public 
policy goals. This legislation will save 
scarce Federal subsidy dollars while 
preserving the affordability and avail-
ability of decent and safe rental hous-
ing for lower income households. 

About 20 years ago, the Federal Gov-
ernment encouraged private developers 
to construct affordable rental housing 
by providing mortgage insurance 
through the Federal Housing Adminis-
tration [FHA] and rental housing as-
sistance through the Department of 
Housing and Urban Development’s 
[HUD] project-based section 8 program. 
In addition, tax incentives for the de-
velopment of low-income housing were 
provided through the Tax Code until 
1986. 

This combination of financial incen-
tives resulted in the creation of thou-
sands of decent, safe, and affordable 
housing properties. However, flaws in 
the section 8 rental assistance program 
allowed owners to receive more Federal 
dollars in rental subsidy than were nec-
essary to maintain the properties as 
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decent and affordable rental housing, 
and we are beginning to pay the price 
for excessive rental subsidies. A recent 
HUD study found that almost two- 
thirds of assisted properties have com-
parable rents greater than comparable 
market rents, in some cases almost 200 
percent of area market rents. 

In addition, like the severely dis-
tressed public housing stock, some of 
these section 8 projects have become 
targets and havens for crime and drug 
activities. Thus, in some cases, tax-
payers are paying costly subsidies for 
inferior housing. We believe that a pol-
icy that pays excessive rental subsidies 
for housing is not fair to the American 
taxpayer, nor can it be sustained in the 
current budget climate. 

It is widely understood that there is 
a funding crisis in the renewal of 
HUD’s expiring section 8 rental assist-
ance contracts. Indeed, HUD Secretary 
Cuomo has called the section 8 con-
tract renewal problem ‘‘the greatest 
crisis HUD has ever faced.’’ The con-
tract renewal problem involves all of 
HUD’s section 8 inventory, both 
project-based and tenant-based—in all 
more than 3 million units of low-in-
come housing. The new budget author-
ity needed to renew expiring contracts 
at current levels will grow from $3.6 
billion in the current fiscal year to al-
most $10 billion in fiscal year 1998 to an 
estimated $18 billion in fiscal year 2002. 

Over the next several years, a major-
ity of the section 8 contracts on the 
8,500 FHA-insured properties will ex-
pire. If contracts continue to be re-
newed at existing levels, the cost of re-
newing these contracts will grow from 
about $2 billion in fiscal year 1998 to 
$5.2 billion in fiscal year 2002 and more 
than $7.7 billion 10 years from now. 
Thus, the project-based section 8 inven-
tory, which is addressed in this legisla-
tion, is a significant part of the overall 
section 8 renewal problem. 

The implications of not renewing 
project-based section 8 contracts are 
potentially devastating. Without re-
newals, most of the FHA-insured and 
section 8-assisted multifamily mort-
gages—with an unpaid principal bal-
ance of $18 billion—will default and re-
sult in claims on the FHA insurance 
funds. This could lead to more severe 
actions, such as foreclosure, which will 
adversely affect residents and commu-
nities. 

Federally assisted and insured hous-
ing serves almost 1.6 million families 
with an average annual income of 
$7,000. About half of the households are 
elderly or contain persons with disabil-
ities. Many of these developments are 
located in rural areas where no other 
rental housing exists. Some of these 
properties serve as anchors of neigh-
borhoods where the economic stability 
of the neighborhood is dependent on 
the vitality of these properties. 

The Multifamily Assisted Housing 
Reform and Affordability Act addresses 
the problem of expiring section 8 
project-based assistance contracts 
through a new, comprehensive struc-

ture that provides a wide variety of 
tools to address the spiraling costs of 
section 8 assistance without harming 
residents or communities. The bill will 
reduce the long-term ongoing costs of 
Federal subsidies by reducing rents to 
a level that more closely approximates 
market area rents and restructuring 
the underlying debt insured by the 
FHA. The bill also contains a provision 
that will minimize the potential ad-
verse tax consequences to owners that 
result from debt restructuring. 

The bill also recognizes that HUD 
lacks the staffing capacity and exper-
tise to oversee effectively its portfolio 
of multifamily housing properties or to 
administer a debt restructuring pro-
gram. Indeed, one of the principal prob-
lems with developing a portfolio re-
structuring proposal has been the lack 
of good information on the characteris-
tics or the condition of the properties 
in FHA’s multifamily mortgage port-
folio. Accordingly, the bill would trans-
fer the functions and responsibilities of 
the restructuring program to capable 
State and local housing finance agen-
cies, who would act as participating ad-
ministrative entities in managing this 
program. 

The bill provides incentives to ad-
ministering entities to ensure that the 
American taxpayer is paying the least 
amount of money required to provide 
decent, safe, and affordable housing. 
Any amount of incentives provided to 
State and local entities would only be 
used for low-income housing purposes. 

Owners who clearly violate housing 
quality standards would no longer be 
tolerated. The bill screens out bad own-
ers and managers and nonviable 
projects from the inventory and pro-
vides tougher and more effective en-
forcement tools that will minimize 
fraud and abuse of FHA insurance and 
assisted housing programs. 

Last, the bill provides tools to re-
capitalize the assisted stock that suf-
fers from deferred maintenance. It pro-
vides the opportunity for tenants, local 
governments, and the community in 
which the project is located to partici-
pate in the restructuring process in a 
meaningful way. Residents would also 
be empowered through opportunities to 
purchase properties. 

Mr. President, I would like to empha-
size how important it is to address this 
issue this year. Delays will only harm 
the assisted housing stock, its resi-
dents and communities, and the finan-
cial stability of the FHA insurance 
funds. I would add that, as we face an 
explosion in the cost of section 8 con-
tract renewals, we cannot afford to pay 
more than is reasonable to renew expir-
ing contracts. There is strong support 
on both sides of the aisle to renew all 
expiring section 8 contracts next year. 
But to an extent, the future credibility 
of the section 8 program, which is so 
important to 3 million families, de-
pends on our ability to control costs 
today. 

This legislation will protect the Fed-
eral Government’s investment in as-

sisted housing and ensure that partici-
pating administrative entities are held 
accountable for their activities. It is 
also our goal that this process will en-
sure the long-term viability of these 
projects with minimal Federal involve-
ment. It is a sincere effort to reduce 
the cost to the Federal Government 
while recognizing the needs of low-in-
come families and communities 
throughout the Nation. 

In closing, I also want to express my 
hope that the administration will begin 
to play an active and constructive role 
in dealing with this section 8 issue. For 
the last 2 years, we have waited for a 
concrete administration proposal for 
portfolio restructuring, but we have re-
ceived nothing but a series of concept 
papers and statements of principles. We 
cannot wait much longer for the ad-
ministration to come to the table with 
a serious proposal to deal with a crit-
ical budget problem that could affect 
all of HUD’s programs. 

Mr. President, I ask unanimous con-
sent that the text of the bill and sum-
mary be printed in the RECORD. 

There being no objection, the mate-
rial was ordered to be printed in the 
RECORD, as follows: 

S. 513 
Be it enacted by the Senate and House of Rep-

resentatives of the United States of America in 
Congress assembled, 
SECTION 1. SHORT TITLE; TABLE OF CONTENTS. 

(a) SHORT TITLE.—This Act may be cited as 
the ‘‘Multifamily Assisted Housing Reform 
and Affordability Act of 1997’’. 

(b) TABLE OF CONTENTS.—The table of con-
tents for this Act is as follows: 
Sec. 1. Short title; table of contents. 
TITLE I—FHA-INSURED MULTIFAMILY 

HOUSING MORTGAGE AND HOUSING 
ASSISTANCE RESTRUCTURING 

Sec. 101. Findings and purposes. 
Sec. 102. Definitions. 
Sec. 103. Authority of participating adminis-

trative entities. 
Sec. 104. Mortgage restructuring and rental 

assistance sufficiency plan. 
Sec. 105. Section 8 renewals and long-term 

affordability commitment by 
owner of project. 

Sec. 106. Prohibition on restructuring. 
Sec. 107. Restructuring tools. 
Sec. 108. Shared savings incentive. 
Sec. 109. Management standards. 
Sec. 110. Monitoring of compliance. 
Sec. 111. Review. 
Sec. 112. GAO audit and review. 
Sec. 113. Regulations. 
Sec. 114. Technical and conforming amend-

ments. 
Sec. 115. Termination of authority. 

TITLE II—ENFORCEMENT PROVISIONS 
Sec. 201. Implementation. 

Subtitle A—FHA Single Family and 
Multifamily Housing 

Sec. 211. Authorization to immediately sus-
pend mortgagees. 

Sec. 212. Extension of equity skimming to 
other single family and multi-
family housing programs. 

Sec. 213. Civil money penalties against 
mortgagees, lenders, and other 
participants in FHA programs. 

Subtitle B—FHA Multifamily 
Sec. 220. Civil money penalties against gen-

eral partners, officers, direc-
tors, and certain managing 
agents of multifamily projects. 
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Sec. 221. Civil money penalties for non-

compliance with section 8 HAP 
contracts. 

Sec. 222. Extension of double damages rem-
edy. 

Sec. 223. Obstruction of Federal audits. 
TITLE I—FHA-INSURED MULTIFAMILY 

HOUSING MORTGAGE AND HOUSING AS-
SISTANCE RESTRUCTURING 

SEC. 101. FINDINGS AND PURPOSES. 
(a) FINDINGS.—The Congress finds that— 
(1) there exists throughout the Nation a 

need for decent, safe, and affordable housing; 
(2) as of the date of enactment of this Act, 

it is estimated that— 
(A) the insured multifamily housing port-

folio of the Federal Housing Administration 
consists of 14,000 rental properties, with an 
aggregate unpaid principal mortgage balance 
of $38,000,000,000; and 

(B) approximately 10,000 of these properties 
contain housing units that are assisted with 
project-based rental assistance under section 
8 of the United States Housing Act of 1937; 

(3) FHA-insured multifamily rental prop-
erties are a major Federal investment, pro-
viding affordable rental housing to an esti-
mated 2,000,000 low- and very low-income 
families; 

(4) approximately 1,600,000 of these families 
live in dwelling units that are assisted with 
project-based rental assistance under section 
8 of the United States Housing Act of 1937; 

(5) a substantial number of housing units 
receiving project-based assistance have rents 
that are higher than the rents of com-
parable, unassisted rental units in the same 
housing rental market; 

(6) many of the contracts for project-based 
assistance will expire during the several 
years following the date of enactment of this 
Act; 

(7) it is estimated that— 
(A) if no changes in the terms and condi-

tions of the contracts for project-based as-
sistance are made before fiscal year 2000, the 
cost of renewing all expiring rental assist-
ance contracts under section 8 of the United 
States Housing Act of 1937 for both project- 
based and tenant-based rental assistance will 
increase from approximately $3,600,000,000 in 
fiscal year 1997 to over $14,300,000,000 by fis-
cal year 2000 and some $22,400,000,000 in fiscal 
year 2006; 

(B) of those renewal amounts, the cost of 
renewing project-based assistance will in-
crease from $1,200,000,000 in fiscal year 1997 
to almost $7,400,000,000 by fiscal year 2006; 
and 

(C) without changes in the manner in 
which project-based rental assistance is pro-
vided, renewals of expiring contracts for 
project-based rental assistance will require 
an increasingly larger portion of the discre-
tionary budget authority of the Department 
of Housing and Urban Development in each 
subsequent fiscal year for the foreseeable fu-
ture; 

(8) absent new budget authority for the re-
newal of expiring rental contracts for 
project-based assistance, many of the FHA- 
insured multifamily housing projects that 
are assisted with project-based assistance 
will likely default on their FHA-insured 
mortgage payments, resulting in substantial 
claims to the FHA General Insurance Fund 
and Special Risk Insurance Funds; 

(9) more than 15 percent of federally as-
sisted multifamily housing projects are 
physically or financially distressed, includ-
ing a number which suffer from mismanage-
ment; 

(10) due to Federal budget constraints, the 
downsizing of the Department of Housing 
and Urban Development, and diminished ad-
ministrative capacity, the Department lacks 
the ability to ensure the continued economic 

and physical well-being of the stock of feder-
ally insured and assisted multifamily hous-
ing projects; and 

(11) the economic, physical, and manage-
ment problems facing the stock of federally 
insured and assisted multifamily housing 
projects will be best served by reforms that— 

(A) reduce the cost of Federal rental assist-
ance, including project-based assistance, to 
these projects by reducing the debt service 
and operating costs of these projects while 
retaining the low-income affordability and 
availability of this housing; 

(B) address physical and economic distress 
of this housing and the failure of some 
project managers and owners of projects to 
comply with management and ownership 
rules and requirements; and 

(C) transfer and share many of the loan 
and contract administration functions and 
responsibilities of the Secretary with capa-
ble State, local, and other entities. 

(b) PURPOSES.—The purposes of this title 
are— 

(1) to preserve low-income rental housing 
affordability and availability while reducing 
the long-term costs of project-based assist-
ance; 

(2) to reform the design and operation of 
Federal rental housing assistance programs, 
administered by the Secretary, to promote 
greater multifamily housing project oper-
ating and cost efficiencies; 

(3) to encourage owners of eligible multi-
family housing projects to restructure their 
FHA-insured mortgages and project-based 
assistance contracts in a manner which is 
consistent with this title before the year in 
which the contract expires; 

(4) to streamline and improve federally in-
sured and assisted multifamily housing 
project oversight and administration; 

(5) to resolve the problems affecting finan-
cially and physically troubled federally in-
sured and assisted multifamily housing 
projects through cooperation with residents, 
owners, State and local governments, and 
other interested entities and individuals; and 

(6) to grant additional enforcement tools 
to use against those who violate agreements 
and program requirements, in order to en-
sure that the public interest is safeguarded 
and that Federal multifamily housing pro-
grams serve their intended purposes. 

SEC. 102. DEFINITIONS. 

For purposes of this title, the following 
definitions shall apply: 

(1) COMPARABLE PROPERTIES.—The term 
‘‘comparable properties’’ means properties 
that are— 

(A) similar to the eligible multifamily 
housing project in neighborhood (including 
risk of crime), location, access, street ap-
peal, age, property size, apartment mix, 
physical configuration, property and unit 
amenities, and utilities; 

(B) unregulated by contractual encum-
brances or local rent-control laws; and 

(C) occupied predominantly by renters who 
receive no rent supplements or rental assist-
ance. 

(2) ELIGIBLE MULTIFAMILY HOUSING 
PROJECT.—The term ‘‘eligible multifamily 
housing project’’ means a property con-
sisting of more than 4 dwelling units— 

(A) with rents which, on an average per 
unit or per room basis, exceed the rent of 
comparable properties in the same market 
area, as determined by the Secretary; 

(B) that is covered in whole or in part by 
a contract for project-based assistance 
under— 

(i) the new construction and substantial 
rehabilitation program under section 8(b)(2) 
of the United States Housing Act of 1937 (as 
in effect before October 1, 1983); 

(ii) the property disposition program under 
section 8(b) of the United States Housing Act 
of 1937; 

(iii) the moderate rehabilitation program 
under section 8(e)(2) of the United States 
Housing Act of 1937; 

(iv) the project-based certificate program 
under section 8 of the United States Housing 
Act of 1937; 

(v) section 23 of the United States Housing 
Act of 1937 (as in effect before January 1, 
1975); 

(vi) the rent supplement program under 
section 101 of the Housing and Urban Devel-
opment Act of 1965; or 

(vii) section 8 of the United States Housing 
Act of 1937, following conversion from assist-
ance under section 101 of the Housing and 
Urban Development Act of 1965; and 

(C) financed by a mortgage insured under 
the National Housing Act. 

(3) EXPIRING CONTRACT.—The term ‘‘expir-
ing contract’’ means a project-based assist-
ance contract attached to an eligible multi-
family housing project which, under the 
terms of the contract, will expire. 

(4) EXPIRATION DATE.—The term ‘‘expira-
tion date’’ means the date on which an expir-
ing contract expires. 

(5) FAIR MARKET RENT.—The term ‘‘fair 
market rent’’ means the fair market rental 
established under section 8(c) of the United 
States Housing Act of 1937. 

(6) KNOWING OR KNOWINGLY.—The term 
‘‘knowing’’ or ‘‘knowingly’’ means having 
actual knowledge of or acting with delib-
erate ignorance or reckless disregard. 

(7) LOW-INCOME FAMILIES.—The term ‘‘low- 
income families’’ has the same meaning as 
provided under section 3(b)(2) of the United 
States Housing Act of 1937. 

(8) PORTFOLIO RESTRUCTURING AGREE-
MENT.—The term ‘‘Portfolio restructuring 
agreement’’ means the agreement entered 
into between the Secretary and a partici-
pating administrative entity, as provided 
under section 103 of the title. 

(9) PARTICIPATING ADMINISTRATIVE ENTI-
TY.—The term ‘‘participating administrative 
entity’’ means a public agency, including a 
State housing finance agency or local hous-
ing agency, which meets the requirements 
under section 103(b). 

(10) PROJECT-BASED ASSISTANCE.—The term 
‘‘project-based assistance’’ means rental as-
sistance under section 8 of the United States 
Housing Act of 1937 that is attached to a 
multifamily housing project. 

(11) RENEWAL.—The term ‘‘renewal’’ means 
the replacement of an expiring Federal rent-
al contract with a new contract under sec-
tion 8 of the United States Housing Act of 
1937, consistent with the requirements of 
this title. 

(12) SECRETARY.—The term ‘‘Secretary’’ 
means the Secretary of Housing and Urban 
Development. 

(13) STATE.—The term ‘‘State’’ has the 
same meaning as in section 104 of the Cran-
ston-Gonzalez National Affordable Housing 
Act. 

(14) TENANT-BASED ASSISTANCE.—The term 
‘‘tenant-based assistance’’ has the same 
meaning as in section 8(f) of the United 
States Housing Act of 1937. 

(15) UNIT OF GENERAL LOCAL GOVERNMENT.— 
The term ‘‘unit of general local government’’ 
has the same meaning as in section 104 of the 
Cranston-Gonzalez National Affordable 
Housing Act. 

(16) VERY LOW-INCOME FAMILY.—The term 
‘‘very low-income family’’ has the same 
meaning as in section 3(b) of the United 
States Housing Act of 1937. 
SEC. 103. AUTHORITY OF PARTICIPATING ADMIN-

ISTRATIVE ENTITIES. 
(a) PARTICIPATING ADMINISTRATIVE ENTI-

TIES.— 
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(1) IN GENERAL.—The Secretary shall enter 

into portfolio restructuring agreements with 
participating administrative entities for the 
implementation of mortgage restructuring 
and rental assistance sufficiency plans to re-
structure FHA-insured multifamily housing 
mortgages, in order to— 

(A) reduce the costs of current and expir-
ing contracts for assistance under section 8 
of the United States Housing Act of 1937; 

(B) address financially and physically trou-
bled projects; and 

(C) correct management and ownership de-
ficiencies. 

(2) PORTFOLIO RESTRUCTURING AGREE-
MENTS.—Each portfolio restructuring agree-
ment entered into under this subsection 
shall— 

(A) be a cooperative agreement to estab-
lish the obligations and requirements be-
tween the Secretary and the participating 
administrative entity; 

(B) identify the eligible multifamily hous-
ing projects or groups of projects for which 
the participating administrative entity is re-
sponsible for assisting in developing and im-
plementing approved mortgage restructuring 
and rental assistance sufficiency plans under 
section 104; 

(C) require the participating administra-
tive entity to review and certify to the accu-
racy and completeness of a comprehensive 
needs assessment submitted by the owner of 
an eligible multifamily housing project, in 
accordance with the information and data 
requirements of section 403 of the Housing 
and Community Development Act of 1992, in-
cluding such other data, information, and re-
quirements as the Secretary may require to 
be included as part of the comprehensive 
needs assessment; 

(D) identify the responsibilities of both the 
participating administrative entity and the 
Secretary in implementing a mortgage re-
structuring and rental assistance sufficiency 
plan, including any actions proposed to be 
taken under section 106 or 107; 

(E) require each mortgage restructuring 
and rental assistance sufficiency plan to be 
prepared in accordance with the require-
ments of section 104 for each eligible multi-
family housing project; 

(F) indemnify the participating adminis-
trative entity against lawsuits and penalties 
for actions taken pursuant to the agreement, 
excluding actions involving gross negligence 
or willful misconduct; and 

(G) include compensation for all reason-
able expenses incurred by the participating 
administrative entity necessary to perform 
its duties under this Act, including such in-
centives as may be authorized under section 
108. 

(b) SELECTION OF PARTICIPATING ADMINIS-
TRATIVE ENTITY.— 

(1) SELECTION CRITERIA.—The Secretary 
shall select a participating administrative 
entity based on the following criteria— 

(A) is located in the State or local jurisdic-
tion in which the eligible multifamily hous-
ing project or projects are located; 

(B) has demonstrated expertise in the de-
velopment or management of low-income af-
fordable rental housing; 

(C) has a history of stable, financially 
sound, and responsible administrative per-
formance; 

(D) has demonstrated financial strength in 
terms of asset quality, capital adequacy, and 
liquidity; and 

(E) is otherwise qualified, as determined by 
the Secretary, to carry out the requirements 
of this title. 

(2) SELECTION OF MORTGAGE RISK-SHARING 
ENTITIES.—Any State housing finance agency 
or local housing agency which is designated 
as a qualified participating entity under sec-
tion 542 of the Housing and Community De-

velopment Act of 1992 shall automatically 
qualify as a participating administrative en-
tity under this section. 

(3) ALTERNATIVE ADMINISTRATORS.—With 
respect to any eligible multifamily housing 
project that is located in a State or local ju-
risdiction in which the Secretary determines 
that a participating administrative entity is 
not located, is unavailable, or does not qual-
ify, the Secretary shall either— 

(A) carry out the requirements of this title 
with respect to that eligible multifamily 
housing project; or 

(B) contract with other qualified entities 
that meet the requirements of subsection (b), 
with the exception of subsection (b)(1)(A), 
the authority to carry out all or a portion of 
the requirements of this title with respect to 
that eligible multifamily housing project. 

(4) PREFERENCE FOR STATE HOUSING FINANCE 
AGENCIES AS PARTICIPATING ADMINISTRATIVE 
ENTITIES.—For each State in which eligible 
multifamily housing projects are located, 
the Secretary shall give preference to the 
housing finance agency of that State or, if a 
State housing finance agency is unqualified 
or has declined to participate, a local hous-
ing agency to act as the participating admin-
istrative entity for that State or for the ju-
risdiction in which the agency located. 

(5) STATE PORTFOLIO REQUIREMENTS.— 
(A) IN GENERAL.—If the housing finance 

agency of a State is selected as the partici-
pating administrative entity, that agency 
shall be responsible for all eligible multi-
family housing projects in that State, except 
that a local housing agency selected as a 
participating administrative entity shall be 
responsible for all eligible multifamily hous-
ing projects in the jurisdiction of the agency. 

(B) DELEGATION.—A participating adminis-
trative entity may delegate or transfer re-
sponsibilities and functions under this title 
to one or more interested and qualified pub-
lic entities. 

(C) WAIVER.—A State housing finance 
agency or local housing agency may request 
a waiver from the Secretary from the re-
quirements of this paragraph for good cause. 
SEC. 104. MORTGAGE RESTRUCTURING AND 

RENTAL ASSISTANCE SUFFICIENCY 
PLAN. 

(a) IN GENERAL.— 
(1) DEVELOPMENT OF PROCEDURES AND RE-

QUIREMENTS.—The Secretary shall develop 
procedures and requirements for the submis-
sion of a mortgage restructuring and rental 
assistance sufficiency plan for each eligible 
multifamily housing project with an expir-
ing contract. 

(2) TERMS AND CONDITIONS.—Each mortgage 
restructuring and rental assistance suffi-
ciency plan submitted under this subsection 
shall be developed at the initiative of an 
owner of an eligible multifamily housing 
project with a participating administrative 
entity, under such terms and conditions as 
the Secretary shall require. 

(3) CONSOLIDATION.—Mortgage restruc-
turing and rental assistance sufficiency 
plans submitted under this subsection may 
be consolidated as part of an overall strategy 
for more than one property. 

(b) NOTICE REQUIREMENTS.—The Secretary 
shall establish notice procedures and hearing 
requirements for tenants and owners con-
cerning the dates for the expiration of 
project-based assistance contracts for any el-
igible multifamily housing project. 

(c) EXTENSION OF CONTRACT TERM.—Subject 
to agreement by a project owner, the Sec-
retary may extend the term of any expiring 
contract or provide a section 8 contract with 
rent levels set in accordance with subsection 
(g) for a period sufficient to facilitate the 
implementation of a mortgage restructuring 
and rental assistance sufficiency plan, as de-
termined by the Secretary. 

(d) TENANT RENT PROTECTION.—If the 
owner of a project with an expiring Federal 
rental assistance contract does not agree to 
extend the contract, the Secretary shall 
make tenant-based assistance available to 
tenants residing in units assisted under the 
expiring contract at the time of expiration. 

(e) MORTGAGE RESTRUCTURING AND RENTAL 
ASSISTANCE SUFFICIENCY PLAN.—Each mort-
gage restructuring and rental assistance suf-
ficiency plan shall— 

(1) except as otherwise provided, restruc-
ture the project-based assistance rents for 
the eligible multifamily housing project in a 
manner consistent with subsection (g); 

(2) require the owner or purchaser of an eli-
gible multifamily housing project with an 
expiring contract to submit to the partici-
pating administrative entity a comprehen-
sive needs assessment, in accordance with 
the information and data requirements of 
section 403 of the Housing and Community 
Development Act of 1992, including such 
other data, information, and requirements as 
the Secretary may require to be included as 
part of the comprehensive needs assessment; 

(3) require the owner or purchaser of the 
project to provide or contract for competent 
management of the project; 

(4) require the owner or purchaser of the 
project to take such actions as may be nec-
essary to rehabilitate, maintain adequate re-
serves, and to maintain the project in decent 
and safe condition, based on housing quality 
standards established by— 

(A) the Secretary; or 
(B) local housing codes or codes adopted by 

public housing agencies that— 
(i) meet or exceed housing quality stand-

ards established by the Secretary; and 
(ii) do not severely restrict housing choice; 
(5) require the owner or purchaser of the 

project to maintain affordability and use re-
strictions for 20 years, as the participating 
administrative entity determines to be ap-
propriate, which restrictions shall be con-
sistent with the long-term physical and fi-
nancial viability character of the project as 
affordable housing; 

(6) meet subsidy layering requirements 
under guidelines established by the Sec-
retary; and 

(7) require the owner or purchaser of the 
project to meet such other requirements as 
the Secretary determines to be appropriate. 

(f) TENANT AND COMMUNITY PARTICIPATION 
AND CAPACITY BUILDING.— 

(1) PROCEDURES.— 
(A) IN GENERAL.—The Secretary shall es-

tablish procedures to provide an opportunity 
for tenants of the project and other affected 
parties, including local government and the 
community in which the project is located, 
to participate effectively in the restruc-
turing process established by this title. 

(B) CRITERIA.—These procedures shall in-
clude— 

(i) the rights to timely and adequate writ-
ten notice of the proposed decisions of the 
owner or the Secretary or participating ad-
ministrative entity; 

(ii) timely access to all relevant informa-
tion (except for information determined to 
be proprietary under standards established 
by the Secretary); 

(iii) an adequate period to analyze this in-
formation and provide comments to the Sec-
retary or participating administrative entity 
(which comments shall be taken into consid-
eration by the participating administrative 
entity); and 

(iv) if requested, a meeting with a rep-
resentative of the participating administra-
tive entity and other affected parties. 

(2) PROCEDURES REQUIRED.—The procedures 
established under paragraph (1) shall permit 
tenant, local government, and community 
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participation in at least the following deci-
sions or plans specified in this title: 

(A) The Portfolio Restructuring Agree-
ment. 

(B) Any proposed expiration of the section 
8 contract. 

(C) The project’s eligibility for restruc-
turing pursuant to section 106 and the mort-
gage restructuring and rental assistance suf-
ficiency plan pursuant to section 104. 

(D) Physical inspections. 
(E) Capital needs and management assess-

ments, whether before or after restructuring. 
(F) Any proposed transfer of the project. 
(3) FUNDING.— 
(A) IN GENERAL.—The Secretary may pro-

vide not more than $10,000,000 annually in 
funding to tenant groups, nonprofit organi-
zations, and public entities for building the 
capacity of tenant organizations, for tech-
nical assistance in furthering any of the pur-
poses of this title (including transfer of de-
velopments to new owners) and for tenant 
services, from those amounts made available 
under appropriations Acts for implementing 
this title. 

(B) ALLOCATION.—The Secretary may allo-
cate any funds made available under sub-
paragraph (A) through existing technical as-
sistance programs and procedures developed 
pursuant to any other Federal law, including 
the Low-Income Housing Preservation and 
Resident Homeownership Act of 1990 and the 
Multifamily Property Disposition Reform 
Act of 1994. 

(C) PROHIBITION.—None of the funds made 
available under subparagraph (A) may be 
used directly or indirectly to pay for any 
personal service, advertisement, telegram, 
telephone, letter, printed or written matter, 
or other device, intended or designed to in-
fluence in any manner a Member of Con-
gress, to favor or oppose, by vote or other-
wise, any legislation or appropriation by the 
Congress, whether before or after the intro-
duction of any bill or resolution proposing 
such legislation or appropriation. 

(g) RENT LEVELS.— 
(1) IN GENERAL.—Except as provided in 

paragraph (2), each mortgage restructuring 
and rental assistance sufficiency plan pursu-
ant to the terms, conditions, and require-
ments of this title shall establish for units 
assisted with project-based assistance in eli-
gible multifamily housing projects adjusted 
rent levels that— 

(A) are equivalent to rents derived from 
comparable properties, if— 

(i) the participating administrative entity 
makes the rent determination not later than 
120 days after the owner submits a mortgage 
restructuring and rental assistance suffi-
ciency plan; and 

(ii) the market rent determination is based 
on not less than 2 comparable properties; or 

(B) if those rents cannot be determined, 
are equal to 90 percent of the fair market 
rents for the relevant market area. 

(2) EXCEPTIONS.— 
(A) IN GENERAL.—A contract under this 

section may include rent levels that exceed 
the rent level described in paragraph (1) at 
rent levels that do not exceed 120 percent of 
the local fair market rent if the partici-
pating administrative entity— 

(i) determines, that the housing needs of 
the tenants and the community cannot be 
adequately addressed through implementa-
tion of the rent limitation required to be es-
tablished through a mortgage restructuring 
and rental assistance sufficiency plan under 
paragraph (1); and 

(ii) follows the procedures under paragraph 
(3). 

(B) EXCEPTION RENTS.—In any fiscal year, a 
participating administrative entity may ap-
prove exception rents on not more than 20 
percent of all units in the geographic juris-

diction of the entity with expiring contracts 
in that fiscal year, except that the Secretary 
may waive this ceiling upon a finding of spe-
cial need in the geographic area served by 
the participating administrative entity. 

(3) RENT LEVELS FOR EXCEPTION PROJECTS.— 
For purposes of this section, a project eligi-
ble for an exception rent shall receive a rent 
calculation on the actual and projected costs 
of operating the project, at a level that pro-
vides income sufficient to support a budget- 
based rent that consists of— 

(A) the debt service of the project; 
(B) the operating expenses of the project, 

as determined by the participating adminis-
trative entity, including— 

(i) contributions to adequate reserves; 
(ii) the costs of maintenance and necessary 

rehabilitation; and 
(iii) other eligible costs permitted under 

section 8 of the United States Housing Act of 
1937; 

(C) an adequate allowance for potential op-
erating losses due to vacancies and failure to 
collect rents, as determined by the partici-
pating administrative entity; 

(D) an allowance for a reasonable rate of 
return to the owner or purchaser of the 
project, as determined by the participating 
administrative entity, which may be estab-
lished to provide incentives for owners or 
purchasers to meet benchmarks of quality 
for management and housing quality; and 

(E) other expenses determined by the par-
ticipating administrative entity to be nec-
essary for the operation of the project. 

(h) EXEMPTIONS FROM RESTRUCTURING.— 
Subject to section 106, the Secretary shall 
renew project-based assistance sufficiency 
contracts at existing rents if— 

(1) the project was financed through obli-
gations such that the implementation of a 
mortgage restructuring and rental assist-
ance sufficiency plan under this section is in-
consistent with applicable law or agreements 
governing such financing; 

(2) in the determination of the Secretary 
or the participating administrative entity, 
the restructuring would not result in signifi-
cant savings to the Secretary; or 

(3) the project has an expiring contract 
under section 8 of the United States Housing 
Act of 1937 but does not qualify as an eligible 
multifamily housing project pursuant to sec-
tion 102(2) of this title. 
SEC. 105. SECTION 8 RENEWALS AND LONG-TERM 

AFFORDABILITY COMMITMENT BY 
OWNER OF PROJECT. 

(a) SECTION 8 RENEWALS OF RESTRUCTURED 
PROJECTS.—Subject to the availability of 
amounts provided in advance in appropria-
tions Acts, the Secretary shall enter into 
contracts with participating administrative 
entities pursuant to which the participating 
administrative entity shall offer to renew or 
extend an expiring section 8 contract on an 
eligible multifamily housing project, and the 
owner of the project shall accept the offer, 
provided the initial renewal is in accordance 
with the terms and conditions specified in 
the mortgage restructuring and rental as-
sistance sufficiency plan. 

(b) REQUIRED COMMITMENT.—After the ini-
tial renewal of a section 8 contract pursuant 
to this section, the owner shall accept each 
offer made pursuant to subsection (a) to 
renew the contract, for a period of 20 years 
from the date of the initial renewal, if the 
offer to renew is on terms and conditions 
specified in the mortgage restructuring and 
rental assistance sufficiency plan. 
SEC. 106. PROHIBITION ON RESTRUCTURING. 

(a) PROHIBITION ON RESTRUCTURING.—The 
Secretary shall not consider any mortgage 
restructuring and rental assistance suffi-
ciency plan or request for contract renewal if 
the participating administrative entity de-
termines that— 

(1) the owner or purchaser of the project 
has engaged in material adverse financial or 
managerial actions or omissions with regard 
to this project (or with regard to other simi-
lar projects if the Secretary determines that 
those actions or omissions constitute a pat-
tern of mismanagement that would warrant 
suspension or debarment by the Secretary), 
including— 

(A) knowingly and materially violating 
any Federal, State, or local law or regula-
tion with regard to this project or any other 
federally assisted project; 

(B) knowingly and materially breaching a 
contract for assistance under section 8 of the 
United States Housing Act of 1937; 

(C) knowingly and materially violating 
any applicable regulatory or other agree-
ment with the Secretary or a participating 
administrative entity; 

(D) repeatedly failing to make mortgage 
payments at times when project income was 
sufficient to maintain and operate the prop-
erty; 

(E) materially failing to maintain the 
property according to housing quality stand-
ards after receipt of notice and a reasonable 
opportunity to cure; or 

(F) committing any actions or omissions 
that would warrant suspension or debarment 
by the Secretary; 

(2) the owner or purchaser of the property 
materially failed to follow the procedures 
and requirements of this title, after receipt 
of notice and an opportunity to cure; or 

(3) the poor condition of the project cannot 
be remedied in a cost effective manner, as 
determined by the participating administra-
tive entity. 

(b) OPPORTUNITY TO DISPUTE FINDINGS.— 
(1) IN GENERAL.—During the 30-day period 

beginning on the date on which the owner or 
purchaser of an eligible multifamily housing 
project receives notice of a rejection under 
subsection (a) or of a mortgage restructuring 
and rental assistance sufficiency plan under 
section 104, the Secretary or participating 
administrative entity shall provide that 
owner or purchaser with an opportunity to 
dispute the basis for the rejection and an op-
portunity to cure. 

(2) AFFIRMATION, MODIFICATION, OR REVER-
SAL.— 

(A) IN GENERAL.—After providing an oppor-
tunity to dispute under paragraph (1), the 
Secretary or the participating administra-
tive entity may affirm, modify, or reverse 
any rejection under subsection (a) or rejec-
tion of a mortgage restructuring and rental 
assistance sufficiency plan under section 104. 

(B) REASONS FOR DECISION.—The Secretary 
or the participating administrative entity, 
as applicable, shall identify the reasons for 
any final decision under this paragraph. 

(C) REVIEW PROCESS.—The Secretary shall 
establish an administrative review process to 
appeal any final decision under this para-
graph. 

(c) FINAL DETERMINATION.—Any final de-
termination under this section shall not be 
subject to judicial review. 

(d) DISPLACED TENANTS.—Subject to the 
availability of amounts provided in advance 
in appropriations Acts, for any low-income 
tenant that is residing in a project or receiv-
ing assistance under section 8 of the United 
States Housing Act of 1937 at the time of re-
jection under this section, that tenant shall 
be provided with tenant-based assistance and 
reasonable moving expenses, as determined 
by the Secretary. 

(e) TRANSFER OF PROPERTY.—For prop-
erties disqualified from the consideration of 
a mortgage restructuring and rental assist-
ance sufficiency plan under this section be-
cause of actions by an owner or purchaser in 
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accordance with paragraph (1) or (2) of sub-
section (a), the Secretary shall establish pro-
cedures to facilitate the voluntary sale or 
transfer of a property as part of a mortgage 
restructuring and rental assistance suffi-
ciency plan, with a preference for tenant or-
ganizations and tenant-endorsed community- 
based nonprofit and public agency pur-
chasers meeting such reasonable qualifica-
tions as may be established by the Sec-
retary. 
SEC. 107. RESTRUCTURING TOOLS. 

(a) RESTRUCTURING TOOLS.—For purposes of 
this title, and to the extent these actions are 
consistent with this section, an approved 
mortgage restructuring and rental assist-
ance sufficiency plan may include one or 
more of the following: 

(1) FULL OR PARTIAL PAYMENT OF CLAIM.— 
Making a full payment of claim or partial 
payment of claim under section 541(b) of the 
National Housing Act. Any payment under 
this paragraph shall not require the approval 
of a mortgage. 

(2) REFINANCING OF DEBT.—Refinancing of 
all or part of the debt on a project, if the re-
financing would result in significant subsidy 
savings under section 8 of the United States 
Housing Act of 1937. 

(3) MORTGAGE INSURANCE.—Providing FHA 
multifamily mortgage insurance, reinsur-
ance or other credit enhancement alter-
natives, including multifamily risk-sharing 
mortgage programs, as provided under sec-
tion 542 of the Housing and Community De-
velopment Act of 1992. Any limitations on 
the number of units available for mortgage 
insurance under section 542 shall not apply 
to eligible multifamily housing projects. 
Any credit subsidy costs of providing mort-
gage insurance shall be paid from the Gen-
eral Insurance Fund and the Special Risk In-
surance Fund. 

(4) CREDIT ENHANCEMENT.—Any additional 
State or local mortgage credit enhancements 
and risk-sharing arrangements may be estab-
lished with State or local housing finance 
agencies, the Federal Housing Finance 
Board, the Federal National Mortgage Asso-
ciation, and the Federal Home Loan Mort-
gage Corporation, to a modified first mort-
gage. 

(5) COMPENSATION OF THIRD PARTIES.—En-
tering into agreements, incurring costs, or 
making payments, as may be reasonably nec-
essary, to compensate the participation of 
participating administrative entities and 
other parties in undertaking actions author-
ized by this title. Upon request, partici-
pating administrative entities shall be con-
sidered to be contract administrators under 
section 8 of the United States Housing Act of 
1937 for purposes of any contracts entered 
into as part of an approved mortgage re-
structuring and rental assistance sufficiency 
plan. 

(6) RESIDUAL RECEIPTS.—Applying any ac-
quired residual receipts to maintain the 
long-term affordability and physical condi-
tion of the property. The participating ad-
ministrative entity may expedite the acqui-
sition of residual receipts by entering into 
agreements with owners of housing covered 
by an expiring contract to provide an owner 
with a share of the receipts, not to exceed 10 
percent. 

(7) REHABILITATION NEEDS.—Assisting in 
addressing the necessary rehabilitation 
needs of the project, except that assistance 
under this paragraph shall not exceed the 
equivalent of $5,000 per unit for those units 
covered with project-based assistance. Reha-
bilitation may be paid from the provision of 
grants from residual receipts or, as provided 
in appropriations Acts, from budget author-
ity provided for increases in the budget au-
thority for assistance contracts under sec-

tion 8 of the United States Housing Act of 
1937, or through the debt restructuring trans-
action. Each owner that receives rehabilita-
tion assistance shall contribute not less than 
25 percent of the amount of rehabilitation 
assistance received. 

(8) MORTGAGE RESTRUCTURING.—Restruc-
turing mortgages to provide a structured 
first mortgage to cover rents at levels that 
are established in section 104(g) and a second 
mortgage equal to the difference between the 
restructured first mortgage and the mort-
gage balance of the eligible multifamily 
housing project at the time of restructuring. 
The second mortgage shall bear interest at a 
rate not to exceed the applicable Federal 
rate for a term not to exceed 50 years. If the 
first mortgage remains outstanding, pay-
ments of interest and principal on the second 
mortgage shall be made from all excess 
project income only after the payment of all 
reasonable and necessary operating expenses 
(including deposits in a reserve for replace-
ment), debt service on the first mortgage, 
and such other expenditures as may be ap-
proved by the Secretary. During the period 
in which the first mortgage remains out-
standing, no payments of interest or prin-
cipal shall be required on the second mort-
gage. The second mortgage shall be assum-
able by any subsequent purchaser of any 
multifamily housing project, pursuant to 
guidelines established by the Secretary. The 
principal and accrued interest due under the 
second mortgage shall be fully payable upon 
disposition of the property, unless the mort-
gage is assumed under the preceding sen-
tence. The owner shall begin repayment of 
the second mortgage upon full payment of 
the first mortgage in equal monthly install-
ments in an amount equal to the monthly 
principal and interest payments formerly 
paid under the first mortgage. The principal 
and interest of a second mortgage shall be 
immediately due and payable upon a finding 
by the Secretary that an owner has failed to 
materially comply with this title or any re-
quirements of the United States Housing Act 
of 1937 as those requirements apply to the 
applicable project, after receipt of notice of 
such failure and a reasonable opportunity to 
cure such failure. The second mortgage may 
be a direct obligation of the Secretary or a 
loan financed through a lender, other than 
the Secretary. Any credit subsidy costs of 
providing a second mortgage shall be paid 
from the General Insurance Fund and the 
Special Risk Insurance Fund. 

(b) ROLE OF FNMA AND FHLMC.—Section 
1335 of the Federal Housing Enterprises Fi-
nancial Safety and Soundness Act of 1992 (12 
U.S.C. 4565) is amended— 

(1) in paragraph (3), by striking ‘‘and’’ at 
the end; 

(2) paragraph (4), by striking the period at 
the end and inserting ‘‘; and’’; 

(3) by striking ‘‘To meet’’ and inserting the 
following: 

‘‘(a) IN GENERAL.—To meet’’; and 
(4) by adding at the end the following: 
‘‘(5) assist in maintaining the affordability 

of assisted units in eligible multifamily 
housing projects with expiring contracts, as 
defined under the Multifamily Assisted 
Housing Reform and Affordability Act of 
1996. 

‘‘(b) AFFORDABLE HOUSING GOALS.—Actions 
taken under subsection (a)(5) shall con-
stitute part of the contribution of each enti-
ty in meeting their affordable housing goals 
under sections 1332, 1333, and 1334 for any fis-
cal year, as determined by the Secretary.’’. 

(c) PROHIBITION ON EQUITY SHARING BY THE 
SECRETARY.—The Secretary is prohibited 
from participating in any equity agreement 
or profit-sharing agreement in conjunction 
with any eligible multifamily housing 
project. 

SEC. 108. SHARED SAVINGS INCENTIVE. 

(a) IN GENERAL.—At the time a partici-
pating administrative entity is designated, 
the Secretary shall negotiate an incentive 
agreement with the participating adminis-
trative entity, which agreement may provide 
such entity with a share of savings from any 
restructured mortgage and reduced subsidies 
resulting from actions under section 107. The 
Secretary shall negotiate with participating 
administrative entities a savings incentive 
formula that provides for periodic payments 
over a 5-year period, which is allocated as in-
centives to participating administrative en-
tities. 

(b) USE OF SAVINGS.—Notwithstanding any 
other provision of law, the incentive agree-
ment under subsection (a) shall require any 
savings provided to a participating adminis-
trative entity under that agreement to be 
used only for providing decent, safe, and af-
fordable housing for very low-income fami-
lies and persons with a priority for eligible 
multifamily housing projects. 
SEC. 109. MANAGEMENT STANDARDS. 

Each participating administrative entity 
shall establish and implement management 
standards, including requirements governing 
conflicts of interest between owners, man-
agers, contractors with an identity of inter-
est, pursuant to guidelines established by 
the Secretary and consistent with industry 
standards. 
SEC. 110. MONITORING OF COMPLIANCE. 

(a) COMPLIANCE AGREEMENTS.—Pursuant to 
regulations issued by the Secretary after 
public notice and comment, each partici-
pating administrative entity, through bind-
ing contractual agreements with owners and 
otherwise, shall ensure long-term compli-
ance with the provisions of this title. Each 
agreements shall, at a minimum, provide 
for— 

(1) enforcement of the provisions of this 
title; and 

(2) remedies for the breach of those provi-
sions. 

(b) PERIODIC MONITORING.— 
(1) IN GENERAL.—Not less than annually, 

each participating administrative entity 
shall review the status of all multifamily 
housing projects for which a mortgage re-
structuring and rental assistance sufficiency 
plan has been implemented. 

(2) INSPECTIONS.—Each review under this 
subsection shall include onsite inspection to 
determine compliance with housing codes 
and other requirements as provided in this 
title and the portfolio restructuring agree-
ments. 

(c) AUDIT BY THE SECRETARY.—The Comp-
troller General of the United States, the Sec-
retary, and the Inspector General of the De-
partment of Housing and Urban Development 
may conduct an audit at any time of any 
multifamily housing project for which a 
mortgage restructuring and rental assist-
ance sufficiency plan has been implemented. 
SEC. 111. REVIEW. 

(a) ANNUAL REVIEW.—In order to ensure 
compliance with this title, the Secretary 
shall conduct an annual review and report to 
the Congress on actions taken under this 
title and the status of eligible multifamily 
housing projects. 

(b) SUBSIDY LAYERING REVIEW.—The par-
ticipating administrative entity shall cer-
tify, pursuant to guidelines issued by the 
Secretary, that the requirements of section 
102(d) of the Department of Housing and 
Urban Development Reform Act of 1989 are 
satisfied so that the combination of assist-
ance provided in connection with a property 
for which a mortgage is to be restructured 
shall not be any greater than is necessary to 
provide affordable housing. 
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SEC. 112. GAO AUDIT AND REVIEW. 

(a) INITIAL AUDIT.—Not later than 18 
months after the effective date of interim or 
final regulations promulgated under this 
title, the Comptroller General of the United 
States shall conduct an audit to evaluate a 
representative sample of all eligible multi-
family housing projects and the implementa-
tion of all mortgage restructuring and rental 
assistance sufficiency plans. 

(b) REPORT.— 
(1) IN GENERAL.—Not later than 18 months 

after the audit conducted under subsection 
(a), the Comptroller General of the United 
States shall submit to the Congress a report 
on the status of all eligible multifamily 
housing projects and the implementation of 
all mortgage restructuring and rental assist-
ance sufficiency plans. 

(2) CONTENTS.—The report submitted under 
paragraph (1) shall include— 

(A) a description of the initial audit con-
ducted under subsection (a); and 

(B) recommendations for any legislative 
action to increase the financial savings to 
the Federal Government of the restructuring 
of eligible multifamily housing projects bal-
anced with the continued availability of the 
maximum number of affordable low-income 
housing units. 
SEC. 113. REGULATIONS. 

(a) RULEMAKING AND IMPLEMENTATION.— 
The Secretary shall issue interim regula-
tions necessary to implement this title not 
later than the expiration of the 6-month pe-
riod beginning on the date of enactment of 
this Act. Not later than 1 year after the date 
of enactment of this Act, in accordance with 
the negotiated rulemaking procedures set 
forth in subchapter III of chapter 5 of title 5, 
United States Code, the Secretary shall im-
plement final regulations implementing this 
title. 

(b) REPEAL OF FHA MULTIFAMILY HOUSING 
DEMONSTRATION AUTHORITY.— 

(1) IN GENERAL.—Beginning upon the expi-
ration of the 6-month period beginning on 
the date of enactment of this Act, the Sec-
retary may not exercise any authority or 
take any action under section 210 of the Bal-
anced Budget Down Payment Act, II. 

(2) UNUSED BUDGET AUTHORITY.—Any un-
used budget authority under section 210(f) of 
the Balanced Budget Down Payment Act, II, 
shall be available for taking actions under 
the requirements established through regula-
tions issued under subsection (a). 
SEC. 114. TECHNICAL AND CONFORMING AMEND-

MENTS. 
(a) CALCULATION OF LIMIT ON PROJECT- 

BASED ASSISTANCE.—Section 8(d) of the 
United States Housing Act of 1937 (42 U.S.C. 
1437f(d)) is amended by adding at the end the 
following new paragraph: 

‘‘(5) CALCULATION OF LIMIT.—Any contract 
entered into under section 104 of the Multi-
family Assisted Housing Reform and Afford-
ability Act of 1997 shall be excluded in com-
puting the limit on project-based assistance 
under this subsection.’’. 

(b) PARTIAL PAYMENT OF CLAIMS ON MULTI-
FAMILY HOUSING PROJECTS.—Section 541 of 
the National Housing Act (12 U.S.C. 1735f–19) 
is amended— 

(1) in subsection (a), in the subsection 
heading, by striking ‘‘AUTHORITY’’ and in-
serting ‘‘DEFAULTED MORTGAGES’’; 

(2) by redesignating subsection (b) as sub-
section (c); and 

(3) by inserting after subsection (a) the fol-
lowing new subsection: 

‘‘(b) EXISTING MORTGAGES.—Notwith-
standing any other provision of law, the Sec-
retary, in connection with a mortgage re-
structuring under section 104 of the Multi-
family Assisted Housing Reform and Afford-
ability Act of 1997, may make a one time, 

nondefault partial payment of the claim 
under the mortgage insurance contract, 
which shall include a determination by the 
Secretary or the participating administra-
tive entity, in accordance with the Multi-
family Assisted Housing Reform and Afford-
ability Act of 1997, of the market value of 
the project and a restructuring of the mort-
gage, under such terms and conditions as the 
Secretary may establish.’’. 
SEC. 115. TERMINATION OF AUTHORITY. 

(a) IN GENERAL.—Except as provided in 
subsection (b), this title is repealed effective 
October 1, 2002. 

(b) EXCEPTION.—The repeal under this sec-
tion does not apply with respect to projects 
and programs for which binding commit-
ments have been entered into before October 
1, 2002. 

TITLE II—ENFORCEMENT PROVISIONS 
SEC. 201. IMPLEMENTATION. 

(a) ISSUANCE OF NECESSARY REGULATIONS.— 
Notwithstanding section 7(o) of the Depart-
ment of Housing and Urban Development Act 
or part 10 of title 24, Code of Federal Regula-
tions (as in existence on the date of enact-
ment of this Act), the Secretary shall issue 
such regulations as the Secretary determines 
to be necessary to implement this title and 
the amendments made by this title in ac-
cordance with section 552 or 553 of title 5, 
United States Code, as determined by the 
Secretary. 

(b) USE OF EXISTING REGULATIONS.—In im-
plementing any provision of this title, the 
Secretary may, in the discretion of the Sec-
retary, provide for the use of existing regula-
tions to the extent appropriate, without 
rulemaking. 

Subtitle A—FHA Single Family and 
Multifamily Housing 

SEC. 211. AUTHORIZATION TO IMMEDIATELY SUS-
PEND MORTGAGEES. 

Section 202(c)(3)(C) of the National Hous-
ing Act (12 U.S.C. 1708(c)(3)(C)) is amended by 
inserting after the first sentence the fol-
lowing new sentence: ‘‘Notwithstanding 
paragraph (4)(A), a suspension shall be effec-
tive upon issuance by the Board if the Board 
determines that there exists adequate evi-
dence that immediate action is required to 
protect the financial interests of the Depart-
ment or the public.’’. 
SEC. 212. EXTENSION OF EQUITY SKIMMING TO 

OTHER SINGLE FAMILY AND MULTI-
FAMILY HOUSING PROGRAMS. 

Section 254 of the National Housing Act (12 
U.S.C. 1715z–19) is amended to read as fol-
lows: 
‘‘SEC. 254. EQUITY SKIMMING PENALTY. 

‘‘(a) IN GENERAL.—Whoever, as an owner, 
agent, or manager, or who is otherwise in 
custody, control, or possession of a multi-
family project or a 1- to 4-family residence 
that is security for a mortgage note that is 
described in subsection (b), willfully uses or 
authorizes the use of any part of the rents, 
assets, proceeds, income, or other funds de-
rived from property covered by that mort-
gage note for any purpose other than to meet 
reasonable and necessary expenses that in-
clude expenses approved by the Secretary if 
such approval is required, in a period during 
which the mortgage note is in default or the 
project is in a nonsurplus cash position, as 
defined by the regulatory agreement cov-
ering the property, or the mortgagor has 
failed to comply with the provisions of such 
other form of regulatory control imposed by 
the Secretary, shall be fined not more than 
$500,000, imprisoned not more than 5 years, 
or both. 

‘‘(b) MORTGAGE NOTES DESCRIBED.—For 
purposes of subsection (a), a mortgage note 
is described in this subsection if it— 

‘‘(1) is insured, acquired, or held by the 
Secretary pursuant to this Act; 

‘‘(2) is made pursuant to section 202 of the 
Housing Act of 1959 (including property still 
subject to section 202 program requirements 
that existed before the date of enactment of 
the Cranston-Gonzalez National Affordable 
Housing Act); or 

‘‘(3) is insured or held pursuant to section 
542 of the Housing and Community Develop-
ment Act of 1992, but is not reinsured under 
section 542 of the Housing and Community 
Development Act of 1992.’’. 
SEC. 213. CIVIL MONEY PENALTIES AGAINST 

MORTGAGEES, LENDERS, AND 
OTHER PARTICIPANTS IN FHA PRO-
GRAMS. 

(a) CHANGE TO SECTION TITLE.—Section 536 
of the National Housing Act (12 U.S.C. 1735f– 
14) is amended by striking the section head-
ing and the section designation and inserting 
the following: 
‘‘SEC. 536. CIVIL MONEY PENALTIES AGAINST 

MORTGAGEES, LENDERS, AND 
OTHER PARTICIPANTS IN FHA PRO-
GRAMS.’’. 

(b) EXPANSION OF PERSONS ELIGIBLE FOR 
PENALTY.—Section 536(a) of the National 
Housing Act (12 U.S.C. 1735f–14(a)) is amend-
ed— 

(1) in paragraph (1), by striking the first 
sentence and inserting the following: ‘‘If a 
mortgagee approved under the Act, a lender 
holding a contract of insurance under title I 
of this Act, or a principal, officer, or em-
ployee of such mortgagee or lender, or other 
person or entity participating in either an 
insured mortgage or title I loan transaction 
under this Act or providing assistance to the 
borrower in connection with any such loan, 
including sellers of the real estate involved, 
borrowers, closing agents, title companies, 
real estate agents, mortgage brokers, ap-
praisers, loan correspondents and dealers, 
knowingly and materially violates any appli-
cable provision of subsection (b), the Sec-
retary may impose a civil money penalty on 
the mortgagee or lender, or such other per-
son or entity, in accordance with this sec-
tion. The penalty under this paragraph shall 
be in addition to any other available civil 
remedy or any available criminal penalty, 
and may be imposed whether or not the Sec-
retary imposes other administrative sanc-
tions.’’; and 

(2) in paragraph (2)— 
(A) in the first sentence, by inserting ‘‘or 

such other person or entity’’ after ‘‘lender’’; 
and 

(B) in the second sentence, by striking 
‘‘provision’’ and inserting ‘‘the provisions’’. 

(c) ADDITIONAL VIOLATIONS FOR MORTGA-
GEES, LENDERS, AND OTHER PARTICIPANTS IN 
FHA PROGRAMS.—Section 536(b) of the Na-
tional Housing Act (12 U.S.C. 1735f–14(b)) is 
amended— 

(1) by redesignating paragraph (2) as para-
graph (3); 

(2) by inserting after paragraph (1) the fol-
lowing new paragraph: 

‘‘(2) The Secretary may impose a civil 
money penalty under subsection (a) for any 
knowing and material violation by a prin-
cipal, officer, or employee of a mortgagee or 
lender, or other participants in either an in-
sured mortgage or title I loan transaction 
under this Act or provision of assistance to 
the borrower in connection with any such 
loan, including sellers of the real estate in-
volved, borrowers, closing agents, title com-
panies, real estate agents, mortgage brokers, 
appraisers, loan correspondents, and dealers 
for— 

‘‘(A) submission to the Secretary of infor-
mation that was false, in connection with 
any mortgage insured under this Act, or any 
loan that is covered by a contract of insur-
ance under title I of this Act; 

‘‘(B) falsely certifying to the Secretary or 
submitting to the Secretary a false certifi-
cation by another person or entity; or 
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‘‘(C) failure by a loan correspondent or 

dealer to submit to the Secretary informa-
tion which is required by regulations or di-
rectives in connection with any loan that is 
covered by a contract of insurance under 
title I of this Act.’’; and 

(3) in paragraph (3), as redesignated, by 
striking ‘‘or paragraph (1)(F)’’ and inserting 
‘‘or (F), or paragraph (2)(A), (B), or (C)’’. 

(d) CONFORMING AND TECHNICAL AMEND-
MENTS.—Section 536 of the National Housing 
Act (12 U.S.C. 1735f–14) is amended— 

(1) in subsection (c)(1)(B), by inserting 
after ‘‘lender’’ the following: ‘‘or such other 
person or entity’’; 

(2) in subsection (d)(1)— 
(A) by inserting ‘‘or such other person or 

entity’’ after ‘‘lender’’; and 
(B) by striking ‘‘part 25’’ and inserting 

‘‘parts 24 and 25’’; and 
(3) in subsection (e), by inserting ‘‘or such 

other person or entity’’ after ‘‘lender’’ each 
place that term appears. 

Subtitle B—FHA Multifamily 
SEC. 220. CIVIL MONEY PENALTIES AGAINST GEN-

ERAL PARTNERS, OFFICERS, DIREC-
TORS, AND CERTAIN MANAGING 
AGENTS OF MULTIFAMILY 
PROJECTS. 

(a) CIVIL MONEY PENALTIES AGAINST MULTI-
FAMILY MORTGAGORS.—Section 537 of the Na-
tional Housing Act (12 U.S.C. 1735f–15) is 
amended— 

(1) in subsection (b)(1), by striking ‘‘on 
that mortgagor’’ and inserting the following: 
‘‘on that mortgagor, on a general partner of 
a partnership mortgagor, or on any officer or 
director of a corporate mortgagor’’; 

(2) in subsection (c)— 
(A) by striking the subsection heading and 

inserting the following: 
‘‘(c) OTHER VIOLATIONS.—’’; and 
(B) in paragraph (1)— 
(i) by striking ‘‘VIOLATIONS.—The Sec-

retary may’’ and all that follows through the 
colon and inserting the following: 

‘‘(A) LIABLE PARTIES.—The Secretary may 
also impose a civil money penalty under this 
section on— 

‘‘(i) any mortgagor of a property that in-
cludes five or more living units and that has 
a mortgage insured, coinsured, or held pursu-
ant to this Act; 

‘‘(ii) any general partner of a partnership 
mortgagor of such property; 

‘‘(iii) any officer or director of a corporate 
mortgagor; 

‘‘(iv) any agent employed to manage the 
property that has an identity of interest 
with the mortgagor, with the general part-
ner of a partnership mortgagor, or with any 
officer or director of a corporate mortgagor 
of such property; or 

‘‘(v) any member of a limited liability 
company that is the mortgagor of such prop-
erty or is the general partner of a limited 
partnership mortgagor or is a partner of a 
general partnership mortgagor. 

‘‘(B) VIOLATIONS.—A penalty may be im-
posed under this section upon any liable 
party under subparagraph (A) that know-
ingly and materially takes any of the fol-
lowing actions:’’; 

(ii) in subparagraph (B), as designated by 
clause (i), by redesignating the subparagraph 
designations (A) through (L) as clauses (i) 
through (xii), respectively; 

(iii) by adding after clause (xii), as redesig-
nated by clause (ii), the following new 
clauses: 

‘‘(xiii) Failure to maintain the premises, 
accommodations, any living unit in the 
project, and the grounds and equipment ap-
purtenant thereto in good repair and condi-
tion in accordance with regulations and re-
quirements of the Secretary, except that 
nothing in this clause shall have the effect of 
altering the provisions of an existing regu-

latory agreement or federally insured mort-
gage on the property. 

‘‘(xiv) Failure, by a mortgagor, a general 
partner of a partnership mortgagor, or an of-
ficer or director of a corporate mortgagor, to 
provide management for the project that is 
acceptable to the Secretary pursuant to reg-
ulations and requirements of the Sec-
retary.’’; and 

(iv) in the last sentence, by deleting ‘‘of 
such agreement’’ and inserting ‘‘of this sub-
section’’; 

(3) in subsection (d)— 
(A) in paragraph (1)(B), by inserting after 

‘‘mortgagor’’ the following: ‘‘, general part-
ner of a partnership mortgagor, officer or di-
rector of a corporate mortgagor, or identity 
of interest agent employed to manage the 
property’’; and 

(B) by adding at the end the following new 
paragraph: 

‘‘(5) PAYMENT OF PENALTY.—No payment of 
a civil money penalty levied under this sec-
tion shall be payable out of project income.’’; 

(4) in subsection (e)(1), by deleting ‘‘a 
mortgagor’’ and inserting ‘‘an entity or per-
son’’; 

(5) in subsection (f), by inserting after 
‘‘mortgagor’’ each place such term appears 
the following: ‘‘, general partner of a part-
nership mortgagor, officer or director of a 
corporate mortgagor, or identity of interest 
agent employed to manage the property’’; 

(6) by striking the heading of subsection (f) 
and inserting the following: ‘‘CIVIL MONEY 
PENALTIES AGAINST MULTIFAMILY MORTGA-
GORS, GENERAL PARTNERS OF PARTNERSHIP 
MORTGAGORS, OFFICERS AND DIRECTORS OF 
CORPORATE MORTGAGORS, AND CERTAIN MAN-
AGING AGENTS’’; and 

(7) by adding at the end the following new 
subsection: 

‘‘(k) IDENTITY OF INTEREST MANAGING 
AGENT.—For purposes of this section, the 
terms ‘agent employed to manage the prop-
erty that has an identity of interest’ and 
‘identity of interest agent’ mean an entity— 

‘‘(1) that has management responsibility 
for a project; 

‘‘(2) in which the ownership entity, includ-
ing its general partner or partners (if appli-
cable) and its officers or directors (if applica-
ble), has an ownership interest; and 

‘‘(3) over which the ownership entity exerts 
effective control.’’. 

(b) IMPLEMENTATION.— 
(1) PUBLIC COMMENT.—The Secretary shall 

implement the amendments made by this 
section by regulation issued after notice and 
opportunity for public comment. The notice 
shall seek comments primarily as to the 
definitions of the terms ‘‘ownership interest 
in’’ and ‘‘effective control’’, as those terms 
are used in the definition of the terms 
‘‘agent employed to manage the property 
that has an identity of interest’’ and ‘‘iden-
tity of interest agent’’. 

(2) TIMING.—A proposed rule implementing 
the amendments made by this section shall 
be published not later than one year after 
the date of enactment of this Act. 

(c) APPLICABILITY OF AMENDMENTS.—The 
amendments made by subsection (a) shall 
apply only with respect to— 

(1) violations that occur on or after the ef-
fective date of the final regulations imple-
menting the amendments made by this sec-
tion; and 

(2) in the case of a continuing violation (as 
determined by the Secretary of Housing and 
Urban Development), any portion of a viola-
tion that occurs on or after that date. 
SEC. 221. CIVIL MONEY PENALTIES FOR NON-

COMPLIANCE WITH SECTION 8 HAP 
CONTRACTS. 

(a) BASIC AUTHORITY.—Title I of the United 
States Housing Act of 1937 is amended by 
adding at the end the following new section: 

‘‘SEC. 27. CIVIL MONEY PENALTIES AGAINST SEC-
TION 8 OWNERS. 

‘‘(a) IN GENERAL.— 
‘‘(1) EFFECT ON OTHER REMEDIES.—The pen-

alties set forth in this section shall be in ad-
dition to any other available civil remedy or 
any available criminal penalty, and may be 
imposed regardless of whether the Secretary 
imposes other administrative sanctions. 

‘‘(2) FAILURE OF SECRETARY.—The Sec-
retary may not impose penalties under this 
section for a violation, if a material cause of 
the violation is the failure of the Secretary, 
an agent of the Secretary, or a public hous-
ing agency to comply with an existing agree-
ment. 

‘‘(b) VIOLATIONS OF HOUSING ASSISTANCE 
PAYMENT CONTRACTS FOR WHICH PENALTY 
MAY BE IMPOSED.— 

‘‘(1) LIABLE PARTIES.—The Secretary may 
impose a civil money penalty under this sec-
tion on— 

‘‘(A) any owner of a property receiving 
project-based assistance under section 8; 

‘‘(B) any general partner of a partnership 
owner of that property; and 

‘‘(C) any agent employed to manage the 
property that has an identity of interest 
with the owner or the general partner of a 
partnership owner of the property. 

‘‘(2) VIOLATIONS.—A penalty may be im-
posed under this section for a knowing and 
material breach of a housing assistance pay-
ments contract, including the following— 

‘‘(A) failure to provide decent, safe, and 
sanitary housing pursuant to section 8; or 

‘‘(B) knowing or willful submission of false, 
fictitious, or fraudulent statements or re-
quests for housing assistance payments to 
the Secretary or to any department or agen-
cy of the United States. 

‘‘(3) AMOUNT OF PENALTY.—The amount of a 
penalty imposed for a violation under this 
subsection, as determined by the Secretary, 
may not exceed $25,000 per violation. 

‘‘(c) AGENCY PROCEDURES.— 
‘‘(1) ESTABLISHMENT.—The Secretary shall 

issue regulations establishing standards and 
procedures governing the imposition of civil 
money penalties under subsection (b). These 
standards and procedures— 

‘‘(A) shall provide for the Secretary or 
other department official to make the deter-
mination to impose the penalty; 

‘‘(B) shall provide for the imposition of a 
penalty only after the liable party has re-
ceived notice and the opportunity for a hear-
ing on the record; and 

‘‘(C) may provide for review by the Sec-
retary of any determination or order, or in-
terlocutory ruling, arising from a hearing 
and judicial review, as provided under sub-
section (d). 

‘‘(2) FINAL ORDERS.— 
‘‘(A) IN GENERAL.—If a hearing is not re-

quested before the expiration of the 15-day 
period beginning on the date on which the 
notice of opportunity for hearing is received, 
the imposition of a penalty under subsection 
(b) shall constitute a final and unappealable 
determination. 

‘‘(B) EFFECT OF REVIEW.—If the Secretary 
reviews the determination or order, the Sec-
retary may affirm, modify, or reverse that 
determination or order. 

‘‘(C) FAILURE TO REVIEW.—If the Secretary 
does not review that determination or order 
before the expiration of the 90-day period be-
ginning on the date on which the determina-
tion or order is issued, the determination or 
order shall be final. 

‘‘(3) FACTORS IN DETERMINING AMOUNT OF 
PENALTY.—In determining the amount of a 
penalty under subsection (b), the Secretary 
shall take into consideration— 

‘‘(A) the gravity of the offense; 
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‘‘(B) any history of prior offenses by the vi-

olator (including offenses occurring before 
the enactment of this section); 

‘‘(C) the ability of the violator to pay the 
penalty; 

‘‘(D) any injury to tenants; 
‘‘(E) any injury to the public; 
‘‘(F) any benefits received by the violator 

as a result of the violation; 
‘‘(G) deterrence of future violations; and 
‘‘(H) such other factors as the Secretary 

may establish by regulation. 
‘‘(4) PAYMENT OF PENALTY.—No payment of 

a civil money penalty levied under this sec-
tion shall be payable out of project income. 

‘‘(d) JUDICIAL REVIEW OF AGENCY DETER-
MINATION.—Judicial review of determinations 
made under this section shall be carried out 
in accordance with section 537(e) of the Na-
tional Housing Act. 

‘‘(e) REMEDIES FOR NONCOMPLIANCE.— 
‘‘(1) JUDICIAL INTERVENTION.— 
‘‘(A) IN GENERAL.—If a person or entity 

fails to comply with the determination or 
order of the Secretary imposing a civil 
money penalty under subsection (b), after 
the determination or order is no longer sub-
ject to review as provided by subsections (c) 
and (d), the Secretary may request the At-
torney General of the United States to bring 
an action in an appropriate United States 
district court to obtain a monetary judg-
ment against that person or entity and such 
other relief as may be available. 

‘‘(B) FEES AND EXPENSES.—Any monetary 
judgment awarded in an action brought 
under this paragraph may, in the discretion 
of the court, include the attorney’s fees and 
other expenses incurred by the United States 
in connection with the action. 

‘‘(2) NONREVIEWABILITY OF DETERMINATION 
OR ORDER.—In an action under this sub-
section, the validity and appropriateness of 
the determination or order of the Secretary 
imposing the penalty shall not be subject to 
review. 

‘‘(f) SETTLEMENT BY SECRETARY.—The Sec-
retary may compromise, modify, or remit 
any civil money penalty which may be, or 
has been, imposed under this section. 

‘‘(g) DEPOSIT OF PENALTIES.— 
‘‘(1) IN GENERAL.—Notwithstanding any 

other provision of law, if the mortgage cov-
ering the property receiving assistance under 
section 8 is insured or formerly insured by 
the Secretary, the Secretary shall apply all 
civil money penalties collected under this 
section to the appropriate insurance fund or 
funds established under this Act, as deter-
mined by the Secretary. 

‘‘(2) EXCEPTION.—Notwithstanding any 
other provision of law, if the mortgage cov-
ering the property receiving assistance under 
section 8 is neither insured nor formerly in-
sured by the Secretary, the Secretary shall 
make all civil money penalties collected 
under this section available for use by the 
appropriate office within the Department for 
administrative costs related to enforcement 
of the requirements of the various programs 
administered by the Secretary. 

‘‘(h) DEFINITIONS.—For the purposes of this 
section— 

‘‘(1) the term ‘agent employed to manage 
the property that has an identity of interest’ 
means an entity— 

‘‘(A) that has management responsibility 
for a project; 

‘‘(B) in which the ownership entity, includ-
ing its general partner or partners (if appli-
cable), has an ownership interest; and 

‘‘(C) over which such ownership entity ex-
erts effective control; and 

‘‘(2) the term ‘knowing’ means having ac-
tual knowledge of or acting with deliberate 
ignorance of or reckless disregard for the 
prohibitions under this section.’’. 

(b) APPLICABILITY.—The amendments made 
by subsection (a) shall apply only with re-
spect to— 

(1) violations that occur on or after the ef-
fective date of final regulations imple-
menting the amendments made by this sec-
tion; and 

(2) in the case of a continuing violation (as 
determined by the Secretary of Housing and 
Urban Development), any portion of a viola-
tion that occurs on or after such date. 

(c) IMPLEMENTATION.— 
(1) REGULATIONS.— 
(A) IN GENERAL.—The Secretary shall im-

plement the amendments made by this sec-
tion by regulation issued after notice and op-
portunity for public comment. 

(B) COMMENTS SOUGHT.—The notice under 
subparagraph (A) shall seek comments as to 
the definitions of the terms ‘‘ownership in-
terest in’’ and ‘‘effective control’’, as such 
terms are used in the definition of the term 
‘‘agent employed to manage such property 
that has an identity of interest’’. 

(2) TIMING.—A proposed rule implementing 
the amendments made by this section shall 
be published not later than one year after 
the date of enactment of this Act. 
SEC. 222. EXTENSION OF DOUBLE DAMAGES REM-

EDY. 
Section 421 of the Housing and Community 

Development Act of 1987 (12 U.S.C. 1715z–4a) 
is amended— 

(1) in subsection (a)(1)— 
(A) in the first sentence, by striking ‘‘Act; 

or (B)’’ and inserting the following: ‘‘Act; (B) 
a regulatory agreement that applies to a 
multifamily project whose mortgage is in-
sured or held by the Secretary under section 
202 of the Housing Act of 1959 (including 
property subject to section 202 of such Act as 
it existed before enactment of the Cranston- 
Gonzalez National Affordable Housing Act of 
1990); (C) a regulatory agreement or such 
other form of regulatory control as may be 
imposed by the Secretary that applies to 
mortgages insured or held by the Secretary 
under section 542 of the Housing and Commu-
nity Development Act of 1992, but not rein-
sured under section 542 of the Housing and 
Community Development Act of 1992; or 
(D)’’; and 

(B) in the second sentence, by inserting 
after ‘‘agreement’’ the following: ‘‘, or such 
other form of regulatory control as may be 
imposed by the Secretary,’’; 

(2) in subsection (a)(2), by inserting after 
‘‘Act,’’ the following: ‘‘under section 202 of 
the Housing Act of 1959 (including section 202 
of such Act as it existed before enactment of 
the Cranston-Gonzalez National Affordable 
Housing Act of 1990) and under section 542 of 
the Housing and Community Development 
Act of 1992,’’; 

(3) in subsection (b), by inserting after 
‘‘agreement’’ the following: ‘‘, or such other 
form of regulatory control as may be im-
posed by the Secretary,’’; 

(4) in subsection (c)— 
(A) in the first sentence, by inserting after 

‘‘agreement’’ the following: ‘‘, or such other 
form of regulatory control as may be im-
posed by the Secretary,’’; and 

(B) in the second sentence, by inserting be-
fore the period the following: ‘‘or under the 
Housing Act of 1959, as appropriate’’; and 

(5) in subsection (d), by inserting after 
‘‘agreement’’ the following: ‘‘, or such other 
form of regulatory control as may be im-
posed by the Secretary,’’. 
SEC. 223. OBSTRUCTION OF FEDERAL AUDITS. 

Section 1516(a) of title 18, United States 
Code, is amended by inserting after ‘‘under a 
contract or subcontract,’’ the following: ‘‘or 
relating to any property that is security for 
a mortgage note that is insured, guaranteed, 
acquired, or held by the Secretary of Hous-

ing and Urban Development pursuant to any 
Act administered by the Secretary,’’. 

SUMMARY OF THE MULTIFAMILY ASSISTED 
HOUSING REFORM AND AFFORDABILITY ACT 
OF 1997 

PURPOSE 
To preserve the affordability and avail-

ability of existing FHA-insured multifamily 
rental housing that is assisted with project- 
based Section 8 rental assistance, while re-
ducing the long-term costs of the project- 
based assistance through restructuring of 
mortgages and project-based contracts. 

BASIC PROVISIONS 
Participating Administrative Entities 

(PAEs). Public intermediaries that have 
demonstrated expertise in affordable housing 
and responsible asset management would be 
selected to restructure the assisted projects 
through mortgage restructuring and rental 
assistance sufficiency plans. State housing 
finance agencies (or local housing finance 
agencies) would be given a priority to act as 
PAEs, assuming they have the appropriate 
expertise and are stable and financially 
sound. 

Incentives would be negotiated by HUD 
with the PAEs to provide the PAE, in peri-
odic payments, with a share of savings from 
the restructured mortgage and reduced sub-
sidies resulting from the restructuring. Sav-
ings are to be used for providing decent, safe 
and affordable housing for very low-income 
people. 

Mortgage restructuring and rental assist-
ance plan. The plan is to be developed at the 
initiative of the owner and in conjunction 
with a PAE. If agreed upon by the owner, 
HUD may extend the contract term or pro-
vide section 8 contracts with rent levels set 
in accordance with the bill. If the owner does 
not agree to extend the contract, tenant- 
based assistance will be made available to 
tenants. 

Each mortgage restructuring and rental 
assistance sufficiency plan is intended to: (1) 
restructure project-based rents; (2) require 
the owner to submit a housing needs assess-
ment; (3) require the owner to provide or 
contract for competent management of the 
property; (4) require the owner to rehabili-
tate, maintain adequate reserves and to 
maintain the project in decent and safe con-
dition; (5) require the owner to maintain 
project affordability for 20 years; and (6) 
meet subsidy layering guidelines established 
by HUD. 

Rent levels. Projects with subsidy contract 
rents above fair market rent would be re-
structured in a manner that would reduce 
the rents by restructuring the underlying 
debt. Rents would be ‘‘marked’’ to com-
parable market rents where comparable 
properties exist or at least 90 percent of fair 
market rents (FMR) if comparable properties 
do not exist. 

In some cases (such as properties that pro-
vide special services to elderly and disabled 
households or because of local market rent 
conditions), even if the debt is restructured, 
setting rent levels at 90 percent of FMR or 
comparable market levels may be inadequate 
to cover the costs of operation. In such 
cases, rent levels can be set at up to 120 per-
cent of FMR. In any fiscal year, a PAE may 
approve exception rents on not more than 20 
percent of all units in its geographic juris-
diction. The 20 percent level may be in-
creased, subject to a waiver from HUD. 

Restructuring tools. An approved mort-
gage restructuring and sufficiency plan may 
include one or more of the following: (1) full 
or partial payment of claim; (2) refinancing 
on all or part of the debt on a project; (3) 
mortgage insurance (FHA insurance, reinsur-
ance or other credit enhancement alter-
natives); (4) credit enhancement; (5) com-
pensation of PAEs; (6) residual receipts; (7) 
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rehabilitation requirements; and (8) mort-
gage restructuring. 

Tax issues. Debt restructuring results in 
an event that reduces the outstanding mort-
gage that is owed by owners and investors. 
This reduction in the mortgage amount will 
result in a tax liability referred to as ‘‘can-
cellation of indebtedness,’’ or COD. COD is 
generally treated as ordinary taxable income 
under the Internal Revenue Code. The bill 
addresses this problem by bifurcating the ex-
isting mortgage into two obligations. The 
first piece would be determined on the 
amount of the mortgage that could be sup-
ported by the rental income stream. Pay-
ment on the second piece—the difference be-
tween the first mortgage and the mortgage 
balance—would be deferred until the second 
mortgage is paid off. 

Rehabilitation. Up to $5,000 in rehabilita-
tion costs for each project-based unit can be 
included within the restructuring. The owner 
must contribute a minimum of 25 percent of 
the amount of rehabilitation assistance re-
ceived. 

Troubled properties and noncompliant 
owners. Nonviable housing projects and own-
ers not meeting basic program requirements 
would be ineligible to participate in the re-
newal and debt restructuring process. Poten-
tial alternatives in such instances could in-
clude demolition or change of ownership to 
other entities, including nonprofits or resi-
dents. Alternative housing would be provided 
to affected residents in the case of demoli-
tion. 

Tenant and community participation and 
capacity building. Procedures will be estab-
lished by HUD to provide opportunity for 
tenants, local governments and community 
in which the project is located to participate 
in the restructuring process. Such participa-
tion can include timely access to relevant 
information and the opportunity to analyze 
such information and provide comments to 
the PAE or to HUD on all aspects of the 
portfolio restructuring agreement. In addi-
tion, HUD is authorized, subject to appro-
priations, to provide up to $10 million annu-
ally to fund tenant groups, nonprofits and 
public entities for capacity building and 
technical assistance. 

Enforcement Authority. The bill will mini-
mize the incidence of fraud and abuse of Fed-
erally assisted programs through: (1) expand-
ing HUD’s ability to impose sanctions on 
lenders; (2) expanding equity-skimming pro-
hibitions; and (3) broadening the use of civil 
money penalties. 

Regulations. Interim regulations are to be 
developed within six months of passage of 
this Act: final regulations are to be devel-
oped within one year of enactment. 

Mr. BOND. Mr. President, I stand in 
strong support of the Multifamily As-
sisted Housing Reform and Afford-
ability Act of 1997. This bill is virtually 
identical to S. 2042, which was intro-
duced in the last Congress and goes a 
long way toward developing a construc-
tive and comprehensive section 8 
mark-to-market contract renewal pro-
gram for reducing the costs of expiring 
project-based section 8 contracts, lim-
iting the financial exposure of the FHA 
multifamily housing insurance fund for 
FHA-insured section 8 projects, and 
preserving, to the maximum extent 
possible, the section 8 project-based 
housing stock for very low- and low-in-
come families. This legislation builds 
on a demonstration enacted as part of 
the VA/HUD Fiscal Year 1997 appro-
priations bill which provided HUD with 
flexible authority to address the costs 

and the housing issues posed by this 
stock. 

I congratulate Senators D’AMATO, 
MACK, and BENNETT for their contribu-
tion and commitment to this com-
prehensive legislation, as well as their 
commitment to finding a bipartisan 
approach to the many difficult issues 
associated with the renewal of oversub-
sidized section 8 project-based con-
tracts. This legislation is a meaningful 
step in developing a reasonable policy 
toward the concerns raised by these ex-
piring section 8 project-based con-
tracts. 

Over the last 25 years, a number of 
HUD programs were established for the 
construction of affordable, low-income 
housing by providing FHA mortgage 
insurance while financing the cost of 
the housing through section 8 project- 
based housing assistance. Currently, 
there are some 8,500 projects with al-
most 1 million units that are both 
FHA-insured and whose debt service is 
almost totally dependent on rental as-
sistance payments made under section 
8 project-based contracts. Most of these 
projects serve very low-income fami-
lies, with almost 50 percent of the 
stock serving elderly and disabled fam-
ilies. 

The crisis facing this housing stock 
is that the section 8 project-based 
housing assistance was initially budg-
eted and appropriated through 15- and 
20-year section 8 project-based con-
tracts that are now expiring and for 
which contract renewal is prohibitively 
expensive. For example, at least 75 per-
cent of this housing stock have rents 
that exceed the fair market rent of the 
local area. 

Since current law generally prohibits 
HUD from renewing these section 8 
contracts at rents above 120 percent of 
the fair market rent, in many cases, 
the failure to renew expiring section 8 
project-based contracts at existing 
rents will leave owners without the fi-
nancial ability to pay the mortgage 
debt on these projects. This means that 
owners likely will default on their 
FHA-insured mortgage liabilities, re-
sulting in FHA mortgage insurance 
claims totaling some $18 billion and 
foreclosures. HUD would then own and 
be responsible for managing these low- 
income multifamily housing projects. 
This bill is intended to avoid this po-
tential crisis through a fiscally respon-
sible and housing sensitive strategy. 

In addition, the cost of the section 8 
contracts on these projects reempha-
sizes the difficult budget and appro-
priation issues facing the Congress. In 
particular, according to HUD esti-
mates, the cost of all section 8 contract 
renewals, both tenant-based and 
project-based, will require appropria-
tions of about $3.6 billion in Fiscal 
Year 1997, $10.2 billion in Fiscal Year 
1998, and over $16 billion in Fiscal Year 
2002. In addition, the cost of renewing 
the section 8 project-based contracts 
will grow from $1.2 billion in Fiscal 
Year 1997 to almost $4 billion in Fiscal 
Year 2000, and to some $8 billion in 10 
years. 

Since the HUD appropriations ac-
count cannot sustain these exploding 
costs, this legislation is intended to be 
a comprehensive response which will 
reduce the financial cost and exposure 
to the Federal Government and pre-
serve this valuable housing resource. 
The Senate bill would generally pre-
serve this low-income housing by using 
various tools to restructure these mul-
tifamily housing mortgages to the 
market value of the housing with re-
sulting reductions in section 8 costs. 

I also am troubled by some of the 
other section 8 mark-to-market pro-
posals being promoted, including the 
position which has been taken by HUD 
in the past which, in general, opposes 
preserving this housing as FHA-insured 
or as assisted through section 8 
project-based assistance, including the 
elderly assisted housing, in favor of 
vouchers. This position is very ques-
tionable, and I emphasize that it is 
widely opposed by the housing industry 
and tenant groups and advocates. I em-
phasize that we want to work with 
HUD on these issues, and that in appro-
priate circumstances vouchers may be 
the right decision if we can balance 
this decision by ensuring that by re-
structuring a mortgage to the market 
level that we also can require long- 
term affordablility of this housing for 
very low- and low-income families. 
This could mean more choice for low- 
income families and the availability of 
more affordable, low-income housing. I 
believe that a number of creative and 
positive approaches will need to be re-
viewed as this legislation is considered. 

I highlight the underlying principles 
of the bill which would authorize the 
establishing of participating adminis-
trative entities [PAEs] which would 
generally be a public agency, with a 
first preference that a PAE be a State 
housing finance agency or, second, a 
local housing agency. These entities 
would be contracted by HUD to develop 
work-out plans in conjunction with 
owners of FHA-insured projects with 
expiring, oversubsidized section 8 con-
tracts. Each PAE would develop mort-
gage restructuring and rental assist-
ance sufficiency plans as work-out in-
struments to reduce the section 8 sub-
sidy needs of projects through mort-
gage restructuring. 

The basic tool provided in the draft 
bill, and the likely key to any success-
ful strategy to preserve this housing, is 
to authorize the restructuring of the 
mortgage debt on these oversubsidized 
section 8 multifamily housing projects. 
In particular, the bill would allow the 
restructuring of these high-cost mort-
gages with a new first mortgage re-
flecting, generally, the market value of 
a project, and a soft second mortgage 
held by HUD or financed by the private 
sector, with interest at the applicable 
Federal rate, covering the remainder of 
the original mortgage debt and payable 
upon disposition or upon full payment 
of the first mortgage. This provision 
will reduce the cost of section 8 assist-
ance and minimize any loss to the FHA 
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multifamily insurance fund. In addi-
tion, this approach ensures that there 
is no taxable event by virtue of the 
mortgage restructuring. 

I also think it would be beneficial to 
look at some kind of exit tax relief to 
encourage owners, especially limited 
partners, to divest their interest in 
these properties, to encourage new in-
vestment in and the revitalization of 
these properties. I am hopeful that the 
administration will help craft some 
form of tax relief that balances the 
need of the Government to preserve 
this housing for low-income use at an 
affordable and reasonable cost to both 
the Government and low-income fami-
lies. 

Finally, I emphasize that the time to 
act is now. I sponsored a section 8 
mark-to-market demonstration which 
was included in the VA/HUD Fiscal 
Year 1997 appropriations bill which is 
similar to this legislation and rep-
resents an interim approach to the sec-
tion 8 mark-to-market contract re-
newal issue. I am disappointed that 
HUD has failed to implement this dem-
onstration because we need the infor-
mation to continue to make informed 
policy decisions with regard to this 
issue. Nevertheless, the appropriation 
language indicates my strong belief 
that we can no longer afford, as a mat-
ter of housing policy and fiscal respon-
sibility, to renew expiring section 8 
project-based contracts at the existing, 
over-market rents. I strongly believe 
that section 8 reform legislation should 
be acted on by the authorizing commit-
tees before the end of the fiscal year, 
with the full benefit of hearings and 
discussion on these very difficult pol-
icy issues. 

I look forward to working with my 
colleagues on the legislation and hope 
that the Housing Subcommittee and 
Banking Committee can act in an expe-
ditious manner on this measure. I em-
phasize the need to work together and 
I look forward to moving this legisla-
tion through Congress and onto the 
desk of the President. 

Mr. D’AMATO. Mr. President, I rise 
today to cosponsor the Multifamily As-
sisted Housing Reform and Afford-
ability Act of 1997. This important 
piece of legislation will address a seri-
ous affordable housing crisis by re-
structuring the Department of Housing 
and Urban Development’s [HUD] Fed-
eral Housing Administration [FHA] in-
sured and section 8 assisted multi-
family housing portfolio. 

I wish to thank my friend and col-
league Senator CONNIE MACK, chairman 
of the Banking Committee’s Sub-
committee on Housing and Community 
Opportunity, for his extraordinary 
leadership in crafting this measured 
and thoughtful legislative initiative 
which deals with a vexing and com-
plicated issue—the approaching crisis 
in HUD section 8 contract renewals. 

I would also like to recognize Sen-
ator KIT BOND, the chairman of the 
VA–HUD Appropriations Sub-
committee, who has also played a crit-

ical role in the development of this 
bill. I commend him for the significant 
contributions he has made in address-
ing this crisis. In addition, I would like 
to express my appreciation to Senator 
ROBERT BENNETT for his diligence in 
confronting this complex issue. 

The legislation we are introducing 
today is very similar to S. 2042, intro-
duced by Senators MACK, BOND, BEN-
NETT, and myself in August 1996. This 
bill constitutes a major step toward re-
ducing the costs of the Section 8 Pro-
gram, and will allow for existing resi-
dents to be fully protected and for con-
tracts to be renewed. 

HUD Secretary Andrew Cuomo, in re-
cent testimony before the House Gov-
ernment Reform and Oversight Com-
mittee’s Human Resources Sub-
committee, described the increasing 
costs of renewing expiring section 8 
contracts as, ‘‘the greatest crisis HUD 
has ever faced.’’ I must concur with 
Mr. Cuomo. Let me briefly describe 
some of the growing costs associated 
with this program. In fiscal year 1997, 
Congress appropriated $3.6 billion for 
the renewal of expiring section 8 con-
tracts. Large numbers of long-term 
section 8 contracts, which were written 
as long as 5 to 20 years ago, will expire 
this year. 

According to the Congressional Budg-
et Office’s latest estimates, the budget 
authority required to renew these con-
tracts will increase to $10.2 billion in 
fiscal year 1998. Within the next 5 
years, renewal needs will increase fur-
ther until they consume nearly all of 
HUD’s current budget of approximately 
$19.5 billion. These cost increases will 
occur without the adoption of a single 
new unit of section 8 housing. In addi-
tion, many of these expiring contracts 
cover units which are subsidized at 
rates significantly above the sur-
rounding local market rents. Also, 
many contracts affect units which have 
serious repair and rehabilitation needs. 

These escalating costs, in budget au-
thority and outlays, must be reduced 
in order to avoid resident displacement 
and reduced funding of important and 
needed housing and community devel-
opment programs. 

Mr. President, millions of needy 
Americans depend on section 8 housing 
to provide them with affordable shel-
ter. The average income of persons as-
sisted with section 8 is similar to that 
of persons living in Federal public 
housing—approximately 17 percent of 
the local area median income. In addi-
tion, over 35 percent of these persons 
are elderly. Many more are disabled 
and single parents with limited work 
experience or education. It is impera-
tive that we protect our needy and vul-
nerable residents. 

Importantly, this bill will protect ex-
isting residents through the renewal of 
project-based contracts. The legisla-
tion will allow the mortgages of the af-
fected projects to be refinanced and re-
structured, thereby reducing debt serv-
ice costs. As a result, the projects will 
be able to continue to operate with cor-

respondingly reduced rent levels with-
out experiencing significant hardship. 
This restructuring will protect the 
FHA insurance fund from increased 
risk of default which would occur if 
section 8 payments were reduced with-
out any corresponding reduction in 
debt service payments. 

Mr. President, our legislation will 
also maintain the existing stock of de-
cent, safe, and affordable housing be-
cause it provides for the renewal of sec-
tion 8 contracts as project-based assist-
ance. Our legislation recognizes the 
enormous investment we have made in 
this portfolio and reaffirms our com-
mitment to maintaining it as a stock 
of affordable housing which will be 
available for people of modest means 
for years to come. It also fulfills our 
obligation to the American taxpayer to 
ensure that our Federal expenditures 
serve vital public interests in a cost-ef-
fective manner. 

In addition, the bill contains impor-
tant new enforcement tools for HUD to 
employ to crack down on fraud, waste, 
and abuse within the program by un-
scrupulous landlords. Other provisions 
within the bill will help recapitalize 
projects with deferred maintenance 
needs. The bill also recognizes that 
there is a portion of this portfolio 
which is seriously distressed and has 
deteriorated to such a point that it is 
no longer financially possible to con-
tinue as project-based housing. In this 
relatively small number of cases, resi-
dents would be protected with section 8 
vouchers to enable them to continue to 
live in affordable housing. 

While the bill will refocus HUD’s ef-
forts on enforcing rules against fraud 
and waste, it also recognizes HUD’s ad-
mitted lack of capacity. Therefore, 
while HUD’s staff management will be 
refocused on enforcement, the bill will 
place primary responsibility for con-
ducting mortgage workouts with State 
and local housing finance agencies 
[HFA’s]. A preference would be pro-
vided to qualified HFA’s to oversee 
mortgage workouts. 

By encouraging the involvement of 
the HFA’s, the bill will build on the ex-
isting financial and housing manage-
ment expertise which already exists at 
the State and local level. The HFA’s 
are already accountable to the public 
interest and have extensive experience 
in working with this portfolio. 

Also, residents of affected properties 
would be provided with an opportunity 
for input in a communitywide con-
sultation process, and will be provided 
adequate notice, access to information, 
and an adequate time period for anal-
ysis and comment. 

Mr. President, during the 104th Con-
gress, the Banking Committee held a 
number of hearings and discussions 
with all interested parties on this 
issue. This legislation represents the 
culmination of that important effort. A 
general consensus of support has devel-
oped behind the committee’s legisla-
tive framework. 

As the committee continues its delib-
erations on this bill, there will be a 
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continuing opportunity for input from 
residents, owners, housing and finance 
experts, State and local governments, 
and HUD. I thank all members of the 
Banking Committee for their efforts on 
behalf of affordable housing and look 
forward to continuing our bipartisan 
commitment to resolving the HUD sec-
tion 8 crisis. 

f 

ADDITIONAL COSPONSORS 

S. 311 

At the request of Mr. GRAHAM, the 
name of the Senator from Mississippi 
[Mr. COCHRAN] was added as a cospon-
sor of S. 311, a bill to amend title XVIII 
of the Social Security Act to improve 
preventive benefits under the medicare 
program. 

S. 389 

At the request of Mr. ABRAHAM, the 
name of the Senator from Mississippi 
[Mr. LOTT] was added as a cosponsor of 
S. 389, a bill to improve congressional 
deliberation on proposed Federal pri-
vate sector mandates, and for other 
purposes. 

S. 494 

At the request of Mr. KYL, the name 
of the Senator from Alabama [Mr. 
SHELBY] was added as a cosponsor of S. 
494, a bill to combat the overutilization 
of prison health care services and con-
trol rising prisoner health care costs. 

SENATE JOINT RESOLUTION 6 

At the request of Mr. KYL, the name 
of the Senator from Alabama [Mr. 
SHELBY] was added as a cosponsor of 
Senate Joint Resolution 6, a joint reso-
lution proposing an amendment to the 
Constitution of the United States to 
protect the rights of crime victims. 

f 

NCAA DIVISION III MEN’S INDOOR 
TRACK AND FIELD CHAMPIONS 

∑ Mr. KOHL. Mr. President, I recognize 
today an outstanding achievement in 
Wisconsin collegiate athletics. Over 
the weekend of March 7–8, 1997, the 
University of Wisconsin, La Crosse, 
captured the NCAA Division III Men’s 
Indoor Track and Field Championship. 
A perennial powerhouse in men’s track 
and field, the Eagles amassed 44 points 
to claim their 7th NCAA Division III 
men’s indoor title and the 6th title 
under men’s head coach, Mark Guthrie. 

Paced by junior All-American David 
Whiteis’ first place finish in the 400 
meter dash, the Eagles demonstrated 
their team balance in both field and 
track events by placing finalists in the 
1500 and 5000 meter runs; the 4 by 400 
meter relay; the pole vault; the triple 
jump; and the 35-pound weight throw. 

I have great respect for student-ath-
letes, Mr. President, and in particular 
those student athletes who compete 
within the guidelines of the NCAA’s Di-
vision III status. These student-ath-
letes do not compete with the benefit 
of a scholarship; their only prize is 
pride and victory. It is with this spirit 
of competition that I salute head coach 
Mark Guthrie and the University of 

Wisconsin, La Crosse, Eagles Men’s 
Track Team for their outstanding ef-
fort and dedication. Congratulations on 
a job well done.∑ 

f 

GOP TAX BREAKS HURT THE 
MIDDLE CLASS 

∑ Mr. LAUTENBERG. Mr. President, 
yesterday, the Budget Committee 
walked through an analysis of the 
President’s budget prepared by the Re-
publican committee staff. And in an-
ticipation of that meeting, I asked the 
Democratic staff of the committee to 
prepare an analysis of the Republicans’ 
budget, or at least what we know of the 
Republican budget. 

So far, we know that the Senate Re-
publican leadership has proposed as 
their first two bills—S. 1 and S. 2—leg-
islation that would provide $200 billion 
worth of tax breaks over the next five 
years. 

Some Republicans have raised the 
possibility that those tax breaks might 
be deferred until after an initial budget 
agreement. 

But Senator LOTT, Speaker GINGRICH, 
Senator ROTH, Congressman ARMEY, 
and others all seem very committed to 
large tax breaks. 

And that means that sooner or 
later—perhaps as part of an initial 
agreement, or perhaps later—they 
would have to pay for those tax breaks. 

The analysis prepared by the Demo-
cratic staff of the Budget Committee 
simply explains in a very straight-
forward, objective way what that 
would mean. 

And, not surprisingly, it’s dev-
astating. 

In the year 2002, 300,000 children 
would be denied participation in Head 
Start; because of cutbacks at the Jus-
tice Department, 11,000 additional 
criminals would be left free on the 
streets; a college education would be 
less attainable for as many as half a 
million students; 3.5 million children 
could be denied reading and math as-
sistance; 2.75 million households would 
find themselves without heating assist-
ance; 50 of the most hazardous toxic 
waste sites wouldn’t get cleaned up; 250 
VA medical and counseling centers 
could close; and 2,400 border patrol 
agents could be laid off. 

The list goes on and on. And it really 
makes the case against large tax 
breaks for the rich. 

Now, let me be clear that I remain 
very hopeful that we can move toward 
a bipartisan agreement to balance the 
budget. 

But I hope that when the information 
included in this report becomes known, 
many of my Republican colleagues will 
rethink their tax breaks for the rich. 

I ask that the text of the special re-
port by the Senate Democratic Budget 
Committee staff be printed in the 
RECORD at this point. 

The report follows: 

MARAUDING THE MIDDLE CLASS—REPUBLICAN 
TAX BREAKS FOR THE RICH 

AN ANALYSIS OF THE GOP TAX SCHEME AND ITS 
IMPACT ON NATIONAL PRIORITIES 

(A Special Report of the U.S. Senate Budget 
Committee Democratic Staff, Mar. 19, 1997) 

INTRODUCTION 
In January, the Senate Republican leader-

ship introduced two bills that provide mas-
sive new tax breaks, primarily for higher-in-
come Americans. The leadership made enact-
ment of S. 1 and S. 2 top priorities for the 
105th Congress. 

In the first five years, the tax breaks in 
these measures cost $200 billion. Over the 
next five years, costs rise by 60 percent for a 
ten-year total of $525 billion. In the subse-
quent ten-year period, the revenue loss in-
creases dramatically, to more than $760 bil-
lion. 

Not a single dime of these Republican tax 
breaks is paid for in the bills themselves, or 
in an overall budget plan for 1998. As a re-
sult, the Republican tax scheme would dra-
matically increase the budget deficit. If the 
Republican tax bills were enacted, deficits 
would rise from $121 billion in 1997 to $251 
billion in 2002. 

Since Republicans assert that they support 
balancing the budget by fiscal year 2002, pro-
viding tax breaks of this magnitude would 
require extreme cuts in programs that are 
critical to middle class Americans. These 
cuts would be far deeper than those proposed 
by the President in his balanced budget plan. 
Until now, however, there has been no dis-
cussion of these potential cuts. The Repub-
lican leadership has failed to offer a budget 
or to explain the reductions they intend to 
use to pay for their tax breaks. The Amer-
ican people have been kept in the dark about 
what the GOP tax scheme would mean for 
them. 

In stark contrast, President Clinton has 
proposed a budget that balances in 2002, 
based on estimates by the Congressional 
Budget Office. The President’s budget in-
cludes several tax cuts targeted to the mid-
dle class. However, by rejecting the Repub-
licans’ massive tax breaks for the wealthy, 
the President is able to protect important 
national priorities in education, environ-
ment, Medicare and Medicaid. 

This analysis explains the depth of the 
cuts that would be required to pay for the 
Republican tax breaks and examines their 
impact on ordinary Americans. The report 
explores the kind of spending cuts Repub-
licans are likely to make to pay for these 
massive tax breaks and still balance the 
budget in 2002. Under this scenario, the Re-
publican tax breaks would result in cuts of 
up to one-third in areas such as education, 
environmental protection, crime prevention, 
transportation, and health care research. 
These cuts would dramatically reduce eco-
nomic and other opportunities for ordinary 
Americans, and reduce the quality of life for 
the middle class. 

In the coming months, the American peo-
ple will have the opportunity to choose be-
tween the President’s budget and the Repub-
lican proposal. We hope that this report will 
help Congress and the public make informed 
judgments about these competing ap-
proaches. 

METHODOLOGY 
This report calculates the impact of the 

Republican tax breaks using the approach 
proposed by Senator Robert Dole during his 
presidential campaign in 1996. Senator Dole 
advocated the enactment of extensive tax 
breaks paid for nearly exclusively through 
cuts in nondefense discretionary programs. 
Under Senator Dole’s plan, nondefense dis-
cretionary programs would have been cut by 
nearly 40 percent. 
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