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Commission Act 

SUBJECT: TREASURY Report on HR3637 Children's Development 

RESPONSE TO 
LEGISLATIVE REFERRAL. 

MEMORANDUM 
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. If your rvsponse to this request for ~ewa Ia short (e.g,, Gonc:ur/no commentt, we prefer that you respond by 
e·mail or by faxing us this response sheet. If the respon'ie Is shon and you prefer to call. please call the 
branch-wide line shown below tNOT the analyst's line) to leave a meaaage with ~ legiefetlve assistant. 

You may also respond by: 
t1) calling the analyat/attomey's.dlrec:t line (you wUI be connected to voice mail if the analyst does not 

answer); or 
t2) sending us a memo or letter 

Please Include the LRM number shown above, and the subject ehown below. 

TO: 

FROM: 

Melissa N. Benton Phone: 395-7887 Fax: 395...&148 
Office of M~~r~agement and Budget 
Branch-Wide Una (to'reach legislative aaalstantt: 395-7362 

-~------------(Date) 
_____________ (Name) 

_ _;_--------~---(Agency, 

--------------(Telephone) 

The following is the response of our agency to your request ·far views on the above"Captloned subject: 

Concur 

__ No Objection 

No Comment 

__ See proposed edlta on pages----

Other:-----------

__ FAX RETURN of __ . pages·, .uaehed to this.response sheet 
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The Honorable Calolyn B. Maloney 
U.S. House ofRepresentativoo 
Washington, D.C. 20S15 

Dear Ms. h-!alonoy: 

. • 

FROM: DADE, J • P. 3/22 

T~ res.ponda to your March 18 lettC!'J' to Seeteta:ry R uhin requestina the views of th~. Department 
of the Treasury on ltR. 3637. the ''Children ·s Dcvc:lopmeut Commission Act •• Since the bill a8 
inlroduccd on April 1 w.rr~~ wau tho d.raft that ~u1cnt to us in M~ wo will confine our 
comments to the bill as introduced. Y aur bill bas been carefully reviewed within the 
Administration. and we have consulted widely within the Administration in developing the views 
set fnrth here_ · 

TI1c Administrat1cm 1harc:1 your interest in inoreuins the availability a~ and. acce~a10t quality 
child care services. We regret that we cannot support H.R. 3537 as it is currently drafted. We 
would like to suggest ways in which the bUl might be improved. 

H.R. 3637 woulci authorize the Secretary of Housing and Urban D~velopm.ent (HuD) to msure 
mortga.ges related to f:bilci care ad develOpment facilities and to estAhH~;h a C'!hjldren 's · 
Development Commission. The Commis&ion would be churgCd with cemfying child c:are ·and 
development !ac1Ut1es tor iJlsurance and for othm' pwpu1:1~. Tbo bill would require the 
Department of the Treasury to submit three nominees for the Cbildren,s Development 
Commission. submit a report to Congress concerning the possibility of creating a secondary · 
tnarket for child care and developmP.nt facility loans, and.submit a report ta Congress after the 
program's expiration in 2005 that ~aluates the need for con1inued mortgag~ insurance fbr ebild 
CDre fadliLict~. . . , · 

We have doubts about whether potential child care facility operators -- either larse or small-· 
f~ce different capital comtraints than other types ofbusinesses of like size. It is therefore uoclear 
wheth~ there exists a endit matket imperfection that would wammt the establishment of the · 
propoaocl credit prognm. Moreover, tbll HUD Uu:urmcc of what are .aaaentially c~al 
property loans "Nith loan .. to·value ratio:; up to 90 pmtm may not provide sufficient private sector 
incentives to underwrite reasom.bly good credit.· Poor underwriting or ~~catJivc= Fc:d~::rd 
~Uarantees would increase the govemment'5 potential rlsk ~sure. We note tbat the Small 
Business Administration (SBA).achiovCI! favorable lOss mitigation results by decreasing its 
maximum ri5k ex.po&ure £rom 100 pel'eent tO 90 percent, anrll~~~~ were further decreased wh= 
its maximum riSk exposure wu deereased to 75 percent. Accordingly. we recommend that the 
degree 0( government gwtnmlesc in lhillf proposal be l'«?O~idctcd. 

The proposed Children's Development Commission raises several concerns. l't.rSt. by 
eitsblishine natinna1 chitd care stamlards for PlOII'am participants. the Commission could 
GCtually increase the coat of child care by creating another layer of regulation. Second, the · · 
propoaw mi~-loan program places all of the cre4it risk a.caoeiated with thece lo1m1 em the 
government and duplicates other Federal programs (ttg., the SBA,s micro-loan program). Tmrd, 
the p~sed research tou.ndaticn is unlikely to be •1ndepend.ent .. of the Federal govcmmcnt, . 
particularly if it ultimately reliea on the government for fUnding. For these reasons~ we 



MAY-22-1998 17:28 T0:229 NEERA TANDEN FROM: DADE, J, P. 4/22 

rccoiJUDend tbanbis section of the bill be eliminated:· 

From a ~echnical perspective, we note tha1 the terms and conditions of the proposed prosrams do 
not contonn to ttle prlnciples ot OMB Circular No. A·l29. "Policies fen" Federal Credit Progr.uns 
and Non· Tax Receivables." In keeping with that circular. the proposed guarantees should be 
limited to a certain percent of the ouutanding principal and interest of each loan, as 
recommcnde4 above. The. &ill alr.:o chonld ~ s detenoination thM there ito a R!8Jimlah1e 
assurance of repayment before a loan t:ould be guanunocd or ma4e7 authorize the collection of 
gwuantc:e fe::cs. proVide: a maximum lam lo mllturi~y fur guar-.wtced loans that is less than the 
\IStfullife of the physical assr:ts to be financed by such loans, prohibit my guurantccd or direct 
loan from being subordinatecl to other debt contracmd by a borrower, and piOhibit a suaranteed 
or direct loan from beiDa used to. provide silllificant collateral or security for tax-exempt 
obllaations. · 

We arc also concerned that proposed section 257(c)(l). in authorizing HUD to acquire certain 
interests in a botrower to facilitate regulatory compliance, would authorize HtlD to acquire 
equity interests in child em and d~clopment centm. As a general policy, Treasury Opplscs the 
Federal government acquiriag equity interests in private businesses. 

Several tcr~m and QOndiuonJ of existing HUD insutalll:c program5 would be explicitly applied to 
the proposccl new tnsuranee programs, 1nc1uding the aulhority of ID BUD Sc::1..-n;Lary to p1:1.y 
default claims by issuing debentures instead or by pa)1n; cash. The isswmce of such deb=tures 
.is essenti.ally a form ofbonowina by the issuins Federal agency. We oppose such authority 
beca.use it would be more costly ;and IMA efficient than nt:Jw readily available methods of 
fiilancing HUD':s obligation to make payments under the proposed new msurance progtams. ·we 
wuulrl nub: that the Federcll Credit kcfunn Act oi 1990 gives agcsu;ies authority to bonow 
directly from the TJeasury if a program agency lacks funds to honor ita obligations under its 
guamntce con~. 

The df:fice ofManagemc:n.t and Budget has advised us .that the views set forth herein are 
conaisteot with~ Administration's policy. 

Sincerely, 
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·t901t.:SE--003 
--~lu!UIIod 
~IICB1..U•• ., ... .,.. 

CieMMmUI: 
llANIUIICi »>ll AfWICIAI. 

lliiJMCi& 

GO\II"NMIHT RliRIRM .u!Cl 
OVIRiiii!HT 

JOINT ICONOMIC COM MinD 

C:ongtt'• af tiJt 1anftel1 6tat~ 
Jtaue of lbpnlthtatibn 
-.~ngt~rn, .•c 2os~214 

March 1 R, 1998 

Dw' soCnwy "'111:' 46 

P, 5/22 

liiii'I'KT IIJIIell' 
0 nDr.-.o--.. -"--· VO., IIY 1SU IIUJ ..... 

c ··~ .--lloli~R.W ,..,_..,.nlVJ 
meJIDo,.,. 

Attachcx.l plule ftnd a copy or a Jcacr 1 have sent to .the PJaident ~ the ICiddie 
Mac ~ill about whieb 1 ~kc wlcb yoU in New Yort earlier this mi:mtb.-Sbortly I will be 
aubm1tting It tD e~. Ar. I CAphllmd lbea, dill bUl WOUld oreate a government apomoftld 
enterprise to addRa& the ~wing need far cblld CUI tacWties usi:q tho IICCODduy mos:tgage 
ml!bt., ~. ud migrg.Joans. · 

I am includizla for Your review dJo laleat dd of ~be bilt and some faa ~~1!1 ~ 
the PR'J)asal. Your rhengbts, comments ami questions wauJd be grady appleclated. · 

_ cc: Under Sccmuy Jobn Hawke. Jr. 

,( 
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HR3637IH 

lOSth CONGRESS 

2dSession 

li. R. 3637 

To amend the National Housing Act to authorize the Secretary of Housing and Urban Development to 
insure mortgages for the acquisition, construction, or substantial rehabilitation of child care and 
development facilities and to establish 'the Children's Development Commission to certify such facilities 
for such insurance, and for other purposes. 

IN THE HOUSE OF REPRESENTATIVES 

Aprll 1,1998 

Mrs. MALONEY of New York (for herself, Mr. BAKER, Mr. KANJORSKI, Mr. JACKSON oflllinois, 
Mrs. MEEK of Florida, Mr. MANTON, Mr. ALLEN, Ms. V ALAZQUEZ, Ms. WOOLSEY, and Mrs. 
TAUSCHER) introduced the following bill; which was referred to the Committee on Banking and 
Financial Services · · 

A BILL 

To amend the National Housing Act to authorize the Secretary of Housing and Urban Development to 
insure mortgages for the acquisition. construction, or substantial rehabilitation of child care and 
development facilities and to establish the Children's Development Commission to certify such facilities 
for such insurance, and for other pUipOses. 

Be it enacted by the Senate and House of Representatives of the United States of America in 
Congress assembled, . 

SECTION 1. SHORT TITLE. 

This Act may be cited as the 'Children's Development Commission Act'. 

SEC. 2. CONGRESSIONAL FINDINGS. 

The Congress finds the following: 

. (1) The need for quality nursery schools, both full-time and part-time child care centers and 
after-school programs, after school programs, neighborhood-run mothers-day-out programs, 
and famjly child care providers has grown among working parents, and parents who stay at 
home, who want their children to have access to early childhood education. 

{2) All parents should have access to safe, stimulating, and educational early childhood 
education programs for their children, whether such programs are carried out in a child care 
center, a part-time nursery school (including a nursery school operated by a religious 
organization), or a certified child care provider's home. . 

(3) The number of available enrollment opportunities for children to receive quality child 
care services is not meeting the demand for such services. 

(4) In 1995 there were about21,000~000 children less than 6 years of age, ofwhom 31 

5/20/QR Q·':!R AM 
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. . 

percent were participating in center-based child care services and 14 percent were receiving 
child care in homes. Between 1992 and 2005 the participation of women 24 to 54 years of 
age in the labor force is projected to increase tram 75 percent to 83 percent. 

(5) In States tbiit have set up a mechanism to provide capital improvements for child care 
facilities, the demand for services of such facilities still has not been met. 

(6) The United States is behind other west~ industrialized countries when it comes to 
providing child care services. In France, almost 100 percent of all children 3 to S years of 
age attend nursery school. In Germany this number is 65 to 70 percent. In Japan 90 percent 
of such children attend some fonn of preschool care. In all of these countries early 
childhood care has proven to increase children's development and performance. 

SEC. 3. INSURANCE FOR MORTGAGES ON NEW AND REHABILITATED 
CWLD CARE AND DEVELOPMENT FACILITIES. 

· · Title IT of the National Housing Act (12 U.S.C. 1707 et seq.) is amended by adding at the end the 
following new section:· 

'MORTGAGE INSURANCE FOR CHILD CARE AND 
DEVELOPMENT FACILITIES 

'SEC. 257. (a) PURPOSE- The purpose of this section is to facilitate and assist in the provision 
and development of licensed child care and development facilities. 

'(b) GENERAL :INSURANCE AUI'HORITY- The Secretary may insure mortgages (including 
advances on such mortgages during construction) in accordance with the provisions of this section 
and upon such terms and conditions as the Secretary may prescribe and may make commitments 
for insurance of such mortgages before the date of their execution or disbursement thereon. 

'(c) ELIGIBLE MORTGAGES- To cany out the purpose of this section, the Secretary may insure 
any mortgage that covers a new child care and development facility,.including a new addition to . 
an existing child care and development facility (regardless of whether the existing facility is being 
rehabilitated), or a substantially rehabilitated child care and development facility, including 
equipment to be used in the operation of the facility, subject to the following conditions: 

'(1) APPROVED MORTGAGOR- The mortgage shall be executed by a mortgagor 
approved by the. Secretary. The Secretary may, in the discretion of the Secretary, require any 
such mortgagor to be regulated or restricted as to charges and methods of financing and, if 

.. the mortgagor is a corporate entity, as to capital structure and rate of return. As an aid to the 
regulation or restriction of any mortgagor with respect to any of the foregoing matters, the 
~ecretary may make such contracts with and acqwre for not more than $100 such stock or 
tnterest m 

such mortgagor a8 the Secretary may consider necessary. Any stock or interest so purchased shall be 
paid for out of the General Insurance Fund, and shall be redeemed by the mortgagor at par upon the 
termination of all obligations of the Secretary under th~ insurance. 

'(2) PRINCIPAL OBLIGATION- The mortgage shall involve a principal obligation in an 
amount not to ex~eed 90 percent ofthe estimated value of the property or project~ or 95 
percent of th~ estunated v~ue of the P.roperty or project in. the case of a mortgagor that is a 
pnvate nonprofit corporation or association (as such term 1s defined pursuant to section 
22l(d){3)), including-

'(A) equipment to be used in the operation of the facility when the proposed 
improvements are completed and the equipment is installed; or 

S/20198 9:38 AM 
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'(B) a solar energy system (as defined in subparagraph (3) of the last paragraph of 
· section 2(a)) or residential energy conservation measures (as defined in subparagraphs 
(A) through (G) and (I) of section 210(11) of the National Energy Conservation 
Policy Act), in cases in which the Secretary determines that such measures are in 
addition to those required under the minjmum property standards and will be 
cost-effective over the life of the measure. . 

'(3) AMORTIZATION AND INTEREST- The mortgage shall-

'(A) provide for complete amortization by periodic payments under such terms as the 
Secretary shall prescribe; 

'(B) have a maturity satisfactory to the Secretary, but in no event longer than 25 
years; and · · 

'(C) bear interest at such rate as may be agreed upon by the mortgagor and the 
mortgagee, and the Secretary shall not issue any regulations or establish any terms or 
conditions that interfere with the ability of the mortgagor and mortgagee to determine 
the interest rate. · 

'(d) CERTIFICATION BY ClllLDREN'S DEVELOPMENT COMMISSION- The Secretary may 
not insure a mortgage under this section unless the Children's Development Commission 
established under section 258 certifies that the facility is in compliance, or will be in compliance 
not later than 12 months after such certification, with-'- · 

'(1) any laws~ standards, and requirements applicable to such facilities under the laws of the 
State, municipality, or other unit of general local government in.which the facility is or is to · 
be located; and · 

'(2) after the effective date of the standards and requirements established under section 
258(c)(2), such standards and requirements. · 

'(e) RELEASE- The Secretary may consent to the release of a part or parts of the mortgaged 
property or project from the lien of any mortgage insured under this section upon such terms and 
·conditions as the Secretary may prescribe. · 

.· '(f) MORTGAGE INSURANCE TERMS- The provisions of subsections (d), (e), (g), (h)~ (i). 0)~ 
· (k), (I), and (n) of section 207 shall apply to mortgages insured under this· section, except that all 

· references in such subsections to section 207 shall be considered, for pmposes of mortgage 
insurance under this section, to refer to this section. 

'(g) MORTGAGE INSURANCE FOR FIRE SAFETY EQUIPMENT LOANS-.. 
'(1 j AUTHORITY- The Secretary may, upon such terms and condition as the Secretary may 
prescribe, make commitments to insure and insure loans made by financial institutions or 
other approved mortgagees to child care and development facilities to provide for the · 
purchase and installation of fire safety equipment necessary for compliance with the 1967 
edition .of the Life Safety Code of the National Fire Protection Association (or any 
subsequent edition.specified by the SecretaryofHealth and Human Services}. 

'(2) LOAN REQUIREMENTS- To be eligible for i:risurance under this subsection a loan 
shill-- · 

·'(A) not exceed the Secretary's estimate of the reasonable cost of the equipment fully 
U1struned· · . . , .. . . . 

'(B) bear interest. at such rate as may be agreed upon by the mortgagor and the 

S/20/98 9:38 AM 
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mortgagee; 

'(C) have a maturity satisfactory to the Secretary; 

'(D) be made by a financial institution or other mortgagee approved by the Secretary 
as eligible for insurance under section 2 or a mortgagee approved tmder se~on 
203(b)(l); . 

'(E) comply with other such teiiDS, conditions, and restrictions as the Secretary may 
prescn"be; and 

·(F) be made with respect to a child care and development facility that complies with 
the requirement under subsection (d). . · 

'(3) INSURANCE REQUIREMENTS- The provisions of paragraphs (S), (6), (7), (9), and 
(1 0) of s~tion 220(h) shall apply to loans insured under this subseetion, except that all · 
references in such paragraphS to home improvement loans shall be considered, for pmposes 
of this subsection, to refer to loans under this subsection. The provisions of subsections (c), 
(d), and (h) of section 2 shall apply to loans insured under this subsection, except that all 
references in s'uch subsections to 'this section' or 'this title' shall be considered, for purposes 
of this subsection, to refer to this subsection. 

'(h) SCHEDULES AND DEADLINES- The Secretary shall establish schedules and deadlines for 
the processing and approval (or provision of notice of disapproval)· of applications for mortgage 
·insurance under this section. 

'(i) DEFINTI10NS- For the purposes of this section, the following definitions shall apply: 

'(I) CHILD CARE AND DEVELOPMENT FACILITY- The term 'child care and 
development facility' means a public facility, proprietary facility, or .facility of a private 
nonprofit corporation or association that--

'(A) has as its purpose the care and development of childlen less than 12 years of age; 
and 

. '(B) is licensed or regulated by the State in which it is located (or, if there is. no State 
law providing for such licensing and regulation by the State, by the municipality or 
othet: political subdivision in which the facility is located). 

The term does not include facilities for school-age children primarily for use during nonnal 
school hours. The term includes facilities for training individuals to provide child care and 
development services. · 

~(2) EQUIPMENT- The term 'equipment' includes machinery, utilities, and built-in . 
equipment and any necessary enclosures or structures to house them, and any other items . 
necessary for the functioning of a particular facility as a child. care and development facility, 
including necesscuy furniture. Such tenn includes books, curricular, and program materials. 

'(3) MORTGAGE; FIRST MORTGAGE; MORTGAGEE- The tenn ~mortgage1 means a 
first mortgage on real estate in fee simple, or on the interest of either the lessor or lessee 
thereof under a lease havin,g a period of not less than 7 years to run beyond·the maturity date 

· ofthe mortgage. The tenn 'first mortgage' means such classes of :first liens as are commonly 
given to secure advances (including advances during construction) on, or the unpaid 
purchase price of: real estate under the laws of the State in which the real estate is located, 
together with the credit instrument or instruments (if any) secured thereby. and any 
mortgage may be in the form of one or more trust mortgages or mortgage indentures or 
deeds of trust, securing notes, bonds, or other credit instruments, and, by the same 
instrument or by a separate instrument. may create a secUrity interest in initial equipment, 

S/20/98 9:38 AM 
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· whether or riot attached to the realty. The term 'mortgagor' has the meaning given the term 
in section 207(a). 

'(j) LIMITATION ON INSURANCE AUTHORITY-

'(!) TERMINATION- No mortgage may be insured under this section or section 223(h) 
after September 30, 2005, except pursuant to a commitment to insure issued on or before 
such date. · 

. '(2) AGGREGATE PRINCIPAL AMOUNT LIMITATION- The aggregate principal 
. amount of mortgages for which the Secretary enters into commitments to insure under this 

section or section 223(h) on or before the date under paragraph (1) may not exceed 
$2,000,000,000. If, upon the date under paragraph (1}, the aggregate insurance authority 
provided under this paragraph has not been fully used, the Secretary of the Treasury shall 
submit a report to the Congress evaluating the need for continued mortgage insurance under 
this section.'. 

'(k) REGULATIONS- The Secretary shall issue any regulations necessary to carry out this 
section. In issuing such regulations, the Secretaiy shall consult with the Secretary of Health and 
Human Services with respect to any aspects of the regulations regarding child care and 
development facilities.'. 

SEC. 4. INSURANCE FOR MORTGAGES FOR ACQUISITION OR 
REFINANCING DEBT OF EXISTING CHILD CARE AND DEVELOPMENT 
FACILITIES. 

. . 
Section 223 of the National Housmg Act (1.2 U.S.C. 171Sn) is amended by adding at the end the 
following new subsection: . . . 

'(h) MORTGAGE INSURANCE FOR PURCHASE OR REFINANCING OF EXISTING CHILD 
CARE AND DEVELOPMENT FACILITIES· 

·(I) AU1HORITY.~ Notwithstanding any other provision of this Act, the Secretary may 
insure under any section of this title a mortgage exeeuted · 

in cotu1ection with the p'ilrchase or refinancing of an. existing child care and development facility, the 
purchase of a structure to serve as a child care and development facility~ or the refinancing of existing 
debt of an existing child care and development facility. · 

'(2) PURCHASE OF EXISTING.FACILITIES AND S1RUCTURES- JD. the case of the 
purchase under this subsection of an existing child care and development facility or 
pmchase of an existing structure to serve a.S such a facility, the Secretary shall prescribe any 
terms and conditions that the Secretary considers necessary to ensure that--

' .. 
'(A) the facility or structure purchased continues to be used a8 a child care and 
development facility; and 

'(B) the facility complies with the same reqUirements applicable under subsections (d) 
and (e) of section 257 to facilities having mortgages ins~ under such section. · 

'(3) REFINANCING OF EXISTING FACILITIES- In the case of refinancing of an existing 
child care and development facility, the Secretary shall prescribe any terms and conditions 

. that the Secretary considers necessary to ensure that .... 

'(A) the refinancing is used to lower the monthly debt service costs (taking into . . 
account any fees or charges connected with such refinancing) of the existing facility; 

5120198 9:38 AM 
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'(B) the proceeds of any refimmcing will be employed only to retire the existing 
indebtedness and pay the necessary cost of refinancing on the existing facility; 

'(C) the existing facility is economically viable; and : .. 

'(D) the facility complies with the same requirements applicable under section 257(d) 
to facilities having mortgages insmed under such section. . 

'(4) DEFINlTIONS- For purposes of this subsection~ the tenns defined in section 257(i) 
shall have the same meanings as provided under such section. · 

'(5) LIMITATION ON INSURANCE AUTHORITY- The authority of the Secretary to 
enter into commitments to insure mortgages under this. subsection is subject to the 
limitations under section 257(j).'. 

SEC. 5. CHILDREN'S DEVELOPMENT COMMISSION. 

Title II of the National Housing Act (12 U.S. C. 1707 et seq.) is amended by adding at the end 
(after section 257, as added by section 3 of this Act) the following new section: 

'CHILDREN'S DEVELOPMENT COMMISSION 

'SEC. 258. (a) ESTABLISHMENT-.There is hereby established a commiSsion to be known as the 
Children's Development Commission. · · 

'(b) MEMBERSIDP-

' (1) APPOINTMENT- The Commission shall be composed of 7 members appointed by the 
President, not later than the expiration of the 3-month period beginning upon the enactment 
of this section, by and with the advice and consent of the Senate, as follows: 

'(A) 1 member shall be appointed fro~ among 3 individuals reconunended by the 
Secretary of Housing and Urban Development or the Secretary's designee. 

'(B) 1 member shall be appointed from among 3 individuals recommended by the 
Secretary of Health and Human Services or the Secretary's designee. . . 
'(C) 1 member shall be. appointed from among 3 individuals recommended by the 
Secretary of the Treaswy or the Secretaiy's designee. 

'(D) 4 members shall be appointed from among 12 individuals recommended jointly 
by the Speaker of the House of Representatives, the Majority Leader of the Senate, 
Minority Leader of the House ofRepresen~tives, the Minority Leader of the Senate. 

'(2) QUALIFICATIONS OF CONGRESSIONALLYRECOM:MENDED MEMBERS- Of 
the members appointed under paragraph (1 )(D)-. 

'(A) each shall be an individual who actively participates or is employed in the field 
of child care and has academic, licensing~ or other credentials relating to such 
participation or employment; arid · 

'(B) not more than 2 may be of the same political party, 

'(3) TERMS· Each appointed member ofthe Commission shall serve for a tenn of3 years. 

'(4) VACANCIES- Any member a,ppointed to fill a vacancy occurring before the expiration 

S/20198 9:38AM 
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of the term for which the member's predecessor was appointed shall be appointed only for the remainder 
of that term. A member may serve after the expiration of that member's term until a successor bas taken 
office. A vacancy in the Comniission sball be filled in the manner in which the original appointment was 
made. · 

'(5} CHAIRPERSON- The chairperson of the Commission shall be designated by the 
. President at the time of appointment. . 

'(6) QUORUM-A majority ofth~ members of the Commission shall constitute a quorum 
for the transaction of business. 

• (7) VOTING- Each member of the Commission shall be entitled to 1 vote, which shall be 
equal to the vote of every other member of the Commission. .. . . 

'(8) PROIDBITION ON ADDITIONAL PAY- Members ofthe Commission shall serve 
without compensation, but shall be reimbursed for travel, subsistence, and other necessary 
expenses incurred in the performance of their duties as members of the Commission. 

'(c) FUNCTIONS- The Commission shall carry out the folloWing functions: 

'(1) CERTIFICATION OF COMPLIANCE- The Commission shall collect such 
infonnation and make such detenninations as may be necessary to detezmine, for purposes 
of section 257(d), whether child care and d~velopment facilities comply, or will be in 
compliance within 12 months, with-

'(A) any laws, standards, and requirements applicable to such facilities under the laws 
of the State~ municipality, or other unit of general local government in which the 
fa~ility is or i.s to. be located/and 

'(B) after the effective date of the standards and requirements established under 
paragraph (2), such standards and requirements, 

and shall issue certifications of such compliance. 

'(2) ESTABLISHMENT OF STAND~S-

'(A) STUDY- Not later than 12 months after the date on which appointment of initial 
membership of the Commission is completed, the Commission, in consultation with 
the Secretary of Housing and Urban Development and the Secretary of Health and 
Human Services, shall conduct a study to determine the laws, standards, and 
requirements referred to in paragraph (l)(A) that are applicable in each State. Taking 
into consideration the findings of the study, the Secretary shall establish standards and 
requirements regarding child care and development facilities that are designed to 
ensure that mortgage insurance is provided Wlder section 257 and section 223(h) only 
for safe, clean, and healthy facilities that provide appropriate care and development 
services for children. 

'(B) PUBLICATION- The ~ommission shall issue regulations providing for the 
standards and requirements established under subparagraph (A) to take effect, for 
pUiposes of sections 257(d}(2) and 223(h)(2)(B) and paragraph (l)(B) ofthis section, 

. not later than 18 months after the date of the enactment of this section. , 

'(3) SMALL PURPOSE LOANS~ The Collllllission shall, to the extent amounts are made 
available for such purpose pursuant to subsection (i) and qualified requests are received, 
make loans, directly or indirectly to· providers of ~hild care and development facilities for 
reconstruction or renovation of such facilities, sUbject to the following requirements: 

'(A) Loans under this paragraph shall be made only for such facilities that are 

~,..,.,..,,..,.." "n _.' • 
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financially and operationally viable, as determined under standards and guidelines to 
be established_. by the Conunission. · 

~ ' I • -, 

~(B) The aggregate amount ofloans made under this paragraph to a.single borrower 
may not exceed $50,000. . . · · . . . · 

'(C}A loan made under this paragraph ·may not have a tenn to maturity exceeding 7 
years. 

' ' 

'(D) Loans under this paragraph shall bear interest at rates and be made under such 
other conditions and terms as the Commission shall provide. ' . 

'( 4) NOTIFICATION- The Conunission shall take such actions as may be necessary to 
publicize the availability of the programs for mortgage j.nsurance under sections 257 and · 
223(h) and loans under paragraph (3) of this subsection in a manner that ensures that, 
information concerning such programs will be available to child care providers throughout 
the United State~. 

'(5) LIABILiTY INSURANCE- Not later than 12 months after the date on which . 
. appointment ofinitial membership of the Commission is completed, the.Commission shall 
· ·establish standards and guidelines, applicable to mortgage insurance under sections 257 and 

223(h) and loans under paragraph (3) of this subsection,. requiring child care providers 
operating child care and development facilities assisted under such provisions to obtain ~d 
maintain liability insurance in such amounts and subject to such requirements as the 
~ommission considers appropriate. · · ' ' 

'(6) RESEARCH FOUNDATION- Not later than 12 months after the date of the enactment 
.of tills section, the Commission shall submit a report to· the Congress recommending a plan . 
for establishing and funding a foundation that is an entity independent of the Commission 
(but which~aintains association with the Commission), the purpose ~fwhich shall be--

'(A) to support research relating to. cliild care and development facilities; 
. . ' . 

-~ ... 

· ,· 'cB) to fund pilot programs to test innovative methods for improving child care;· and 
. . . 

, <C> to engage m activiti~s an.d publish materials to assist persons interested in · 
mortgage insurance under sections 257 and 223(h) and other assistance provided by. 
;the Commission. · 

v . 

'(d) NONDISCiuMINATION REQUIREMBNT-

'(1) 1N GENERAL- .The Commission· may not certifY tinder subsection (c)(l) or cany out · 
any activities.ofthe Commission with respect to any child care and development facility if 
the provider.ofthe facility discriminates on account of race, color,' religion (subjectto 
paragraph (2)), national origin, sex (to the extent provided in title IX of the Education 
Amendments of 1972·(20 U.S.C. 1681 et seq.)), or handicapping condition. · 

'(2) FACILITIES OF RELIGIOUS ORGANIZATIONS• The prohibition with respectto 
religion shall not apply to a child care and development facility which is controlled by or 
which is closely identified with the.tenets of a particular religious organization if the 
appli~ati~n of this subsection would not be consistent with the religious tenets of such 
orgamzation. . 

'(3) CERTIFICATION- As a condition of certification under subsection ( c )(1) and 
eli~~ility for a l<?an under subsec~o~ (c)(3), the pro~der of a child.car~ -~d development 
facd1ty shall certify to the Conmnss1on that the proVIder does not discnmmate, as required 
by the provisions of paragraph (1) of this subsection. . · · 

·-J. 

1(/"){)/QO 0.'10 A 1.6 
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'(e) POWERS- · 

'(1) ASSISTANCE FROM FEDERAL AGENCIES .. The Commission may secure directly 
from any department or agency of the Federal Government such infonnation as the 
Commission may require for carrying out its functions. Upon request of the Commission, 
any such department or agency shall furnish such information. ' 

'(2) ASSISTANCE FROM GENERAL SERVICES ADMINISTRATION- The 
Administrator of General Services shall provide to the Commission, on a reimbursable 
basis, such administrative support servi~ as the Commission may request. 

'(3) ASSISTANCE FROM DEPARTMENT OF HOUSING AND URBAN 
DEVELOPMENT- Upon the request of the Commission, the Secretary of Housing and 
Urban Development _shall, to the extent possible and subject to the discretion of the . 
Secretary, detail any of the personnel of the Department ofHousing and Urban 
Development, on a nomeimbursable basis, to_assist the Commission in carrying out its 
,functions under this section. · · 

'(4) MAU.s.: The Commission may use the United States mails in the same manner and 
under the same conditions as other Federal agencies. 

'(f) STAFF· 

·(I) EXECUTIVE DIRECTOR- The Cominission shall appoint an executive director of the 
Board, who shalJ be compensated at a rate flXed by the Commission, but which shall not 
exceed the rate established for level I of the Executive Schedule under title 5, United States 
Code. · · · 

'(2) OTHER PERSONNEl,. In addition to the executive director, the Couunission may 
appoint and fix the compensation of such personnel as the Commission considers necessary, 
in accordance with the provisions of title 5, United States Code, governing appointments to 
the competitive service, and the provisions of chapter 51 and subchapter ill of chapter 53 of 
such title, relating to classification and General Schedule pay rates. 

'(g) REPORTS- Not later than March 31 of each year, the Commission shall submit a report to the 
President and the Congress regarding the operations and actiVities·ofthe Commission during the 
preceding calendar year. Each annual report shall include a copy of the Commission's financial 
statements and such infonnation and other evidence as is necessary to demonstrate that the 
activities of the Commission during the year for wQ.ich the report is made. The Commission may 
also submit reports to the Congress and President at such other times as the Commission deems 
desirable. 

'(h) DEFINITIONS- Forpmposes ofthis sectio~ the terms defined in section257(i) shall have 
the same meanings as provided under such section. · . . 

'(i) AUffiORIZATION OF APPROPRIATIONS- There are autho~ed to be appropriated to the 
Connnission to carry out this section $10,000,000 for fiscal year 1999, to remain available until 
expended, of which not more than $2,500,000 shall be available for administrative costs of the 
Commission and the remainder of which shall be available only for loans wder subsection (c)(3).'. 

SEC. 6. STUDY OF AVAILABILITY OF SECONDARY MARKETS FOR 
MORTGAGES ON CHlLD CARE FACILITIES. 

The S~retacy of the Treasury shall conduct a study ~fthe secondary mortgage markets to 
dctemrune- · 

( 1) whether such a market exists for purchase of mortgages eligible for insurance tmder 

S/20/98 9:38AM 
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sections 223(h) and 257 of the National Housi.rig Act (as added by this Act); 

(2) whether such a market would affect the availability of credit available for development 
· of child care and development facilities or would lower development costs of such facilities; 

·and 

END 

(3) the extent to which such a market or other activities to provide credit enhancement for 
· child care and development facilities loans is needed to meet the demand for such facilities. 

The Secretary of the Treasury shall submit to the Congress a report regarding the results of the 
study conducted under this section not later than the expiration of the 2-year period beginning on 
the date of the enactment of this Act. 

S/20/98 9:38 AM 
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Mmh 19,1998 

. . Ats YOI:I may ~. durinc a conveuaLluu wa bad earner tlliS montb I mentioned to you 
a piece af legislation I am d8vel0Dlng •tudl .wW addreu lho lnc~ea~lDg aeed for quality dd1d 
eare facilitiea. T'ba memben of c'ho chiW C&ft tcna~QUW')' wi&Ja wbum 1 bave &pCIIcen about this 
have cal1ecl it mvolutionary, and a new app~b to ~stng the aoeda whicfi exist. Tbia bill 
will e~· a new sovemment apa.aiC)red enterprise whioh \vc aR; caWa& "Kicrdh: Mac," Wb1Ch J 
hope will do for day care wiW Fa.nale Mae and Fftlddie Mac ba.w done for home ownenbip. 
Equally n im~mnt. J('fddle Mae will bean incubator for nov.t qys of &ddtoasm1 iuuc.s 
regardina ch.Ud care ana development. . . . . 

.Kiddie Mac wW allow workln& pamnts, iln&le ~ti and sta~·at .. bOJno pamnu to b&ve 
acceu to quality child ca~. Rep. Rfclwd Biker of t.ouh;f•na, ehamDaa cf abe Subooamaittee 
en Capital Markets, Securide~ and Govemment Sponsored Bnr.ezprlscs, .bas qreed to co-
sponsor this lqillation witb me, makinalr a bipartisu p.mposal. · . 

Kiddie Mac wW bave four basic com~nouts •. ·Pint, It wUl have child cam fJu:ilirfe. be 
~ of the iCCO~ mortgage market by ellin~ the paper tc P~ Mac ac it can bG lnmdled 
1nto their securities tbey sell em Wall Street, talcing advintqe of cbeir h.lsh volume ud lower 
Interest raw. ·Second, Kiddie Mac will offer guar.mty .insuraacc to those who lend to child 
care facUitles, thereby actiDg Is a malya ftn' the private sector. reducint the risk and thereby 
cnwumglnJlcndlng. ·. 

· "1111rd, for tbu.~ wbo am mn bUUdU.J or complc!ely nhlb.ilitatina ICWties, Kiddie Nac 
wW offer micro· loans. These IOUlS can be used for stall-up coas, 1'0111 pa)'lllmts, or for 

imprvvemc=nb for facili• w~b wish lu bc5 Ucensed. 

Piaally, :Kiddio Mao will ofFer liability lmunw:c &u B1l chlld care prov.lders so 11 to 
mak~ cenain that the eosts uscdaced with liibUity arc not a faaor against the c~eation or a 
f8r.illty. 

nmu~:h the prof1t1 ereawl fmm IClddJ• !4ao'a aoti~ticl. a foW.d.tioo tkm be fuadcd. 
This foundation will focus oa researching child care and development, fundiq proJ~ and 
pilot prgsnuns. It wW al~o develop rna.rerials and aid11 In ordH to people in accessan1, 
undenaandlag and taJdna advamap of the Kiddie Nic proceu. 

· Ccnain elamcnts have been 1~ co the biU 111 ord~rlo make certain lbat Kiddie Mac 
srays focussed on the task at baacl. Tha5e include a capped aalary Krn&ctme for exeeudv~&, an 
annual report with coqressional hearin11 similar 10 Humphrey-Ha\llk.ias hearingsa and a S2 
billion limit on total activity which ~an be raised by conJ~MSional approval. . 

--· 
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· J believe tbat this aRJJOBCb 10 lddreuJna tbe.powingiiB tor qudty child can 11 
Innovative ud feulble. MOSI importantly, Kiddie Mac. llcir an iaitial ~mpriation fm tu 
incorpol'llkm, is .self-fiDancblg. It a1ao provides a IOCitlon witbiq thll federal goverameat 
which focusau solely em cbild cue and ebDd dcvolopment. . 

Mr. Pnlldent. laddie Mac adds ro your ehlld cue pro_Jn.JD. b_y =~tile lack of 
qualitY racwues. It alklws both for·pll)fit bUsinesses aDd not .. f'Gr·pmfit · ons. lncludini 
chUJChca and syuagope~. 10 supply tboir commuaiua. 'Jbc pusap of tlliJ bill wm mean 
gmaiEI' aa:ess to quaU'J Qhild c::am for all Amedc::ua ramwe~. . · 

I am encJo5in& Cbe West dpJ'l uC &liD bill, l.boup &bczc 1R sdll a ~W tl:cms CO be . 
wolked out. I am also addlnf 111 outHne or lbe bW aDd an lafomwlon lbeet. lllopa ,ou fiDd 
&he p10p0aal stimulatin,s aad look forward to an,r qucsdoni aDd coawneou )'O'l or JOur utr 
may bave. · 

ThaDk you. for your c:oaunJtmeul to affordable and available chUd caxe. 

cc: Vice-Presldellt Albert Gate 
Secmtary ~bert bbin 

Enclosu~es 

s ly. 

P.17/22' 
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KIDDmMACS 
Legislation to be introduced by Rep. CarolyD Maloney (NY) 

' SttiiUS tiS of J/20198 . -

COAL: TD Jill t1H 111111111 n••d Jt~r qutalUJt, qffortltlbl• diUd c11n, thB . 
Chlltlren '.r DneltJpm1n.t lnmrt~~~ce tm4 MortgiJie Corporation ("llJtl4ie 
Me"), wlU be· cretlt14 a a go~c""""" I]JORIOr.l mt.rprlfe which will 
'b6 11 cllllllyst for private-sector construttion tJnl IIPBlopment lending. 

THE BASIC ELEMENTS: 

1. :fbe ConcQt: The private sector now hesicates to provide loans for · 
construction or operation of c~ild care facilities boeause it percelve5 a hllh 
risk of borrower liability in running such centers. Kiddie Mac will reduce 
that perceived risk to lenders, thus encourqin& loans for the construction 
and openin1 of ehild care facilities. 

2. The KQ: the Sccondgey Macraaac Marltett Kiddie Mac will do for 
child care and development what Fannie Mae and Freddio Mac have done 
for home ownership. Klddle Mac wm purcb.uD mor&.gagcs and then sell 
them to Fannie Mae who will bllodle them into the securities thoy sell on 
Wall Street. This sbouid allow Kiddie Mac to be able to take a4vamaae of 
the volume of business done in the mortaaae market, which leads to lower 
interest rates. 

3. GuaranlJ IDsumnce = Low=Cost Loam: Kiddie Mac will offer auaraaty 
io5uriWI;O «» Qonuncrciat banks for potential Qbild care faQilicy builders aDd 
operators. Currently, while the private sector appears to want to do · 
somethinJ in this area, Ulc perceived risk ls to high. A guaranty should be 
enou.1h security to spur lending with reasonable term's. In order to prevent 
the cost of ios"t&nce from becoinin1 a barrier for startiu1 a facility, Kiddie · 
Mac will also offer roasonabl)' priced liability insurance to qualifYiDa child 
care providers. · 

4. Sjart-np Costs and Bcut: Besides actual facilities beizls built or . 
rt:hiibili&au:d, ut\lsu wbat is needed is money for start-up costs and ront. 
Kiddie Mac will offer mini·loans to qualifying child care providers for 
tbese costs. 1·hese loans will also be avaifable for a facUlty wbteh ne·eds to 
make certain improvements in order to ~t licensing standards. 

P. 18/22 
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S. Eaundatlou: With the money made frorn its other activities, Kiddie Mac 
will establish a foUDCiaticm chit will re&euch i.aues iA early childhood · 
development. fb.ad pilot proJrams aDd produce educational materials. It 
will alSo provide materials and activities to JUlde applicants through the 
Kiddie Mac process. · · . .. . . . 

SPECIAL CHARACTERISTICS OF KIDDIE MAC:· 

1 . Executive salaries will be capped. 

2. An annUal r~ort to Conaress and hcariqa on activid01 awl performance 
will be required, similar to the Humphrey-Hawkins heari.mgs the bankin& 
couuniuees hold with the Pederal Reserve Cbalrman. 

' ' . 

3. Total lendinJ and auaranty activity will be limited to $2 billion. If a Deed i& 
found beyond this amount, Coqresa may increa.~e the· ceilin:. · . 

P. 19/22 



MAY-22-1998 17:28 T0:229 NEERA TANDEN . FROM: DADE, J, P, 20/22 

Common Questions about · 
. . . 

KIDDIE MAC 
1. Why lsiCiddle Mac NID8•rJ7 

A: The United States is fall1n.s behiDd in mee.ting d:ae 110eds .of iw cblldten for 
hi,h·quality care. Ocher nations Wldersmnd the critical role that child care 
plays in earJy development, but the quality and quantitY of child care apace ) 
m this country are below acceptable levels. Wbilo demand is enormous and 
erowine for trustworthy infant and p~-scboolslots utionwide, ·the need is 
not beiDI met.· · 

2. Do we reaDy need auoUaet' xov~mmmt spoasored enterprise to do tbisT 

A: YES. Such an enterprise is ChanerecJ wbea. private-sector market mechanisms 
fail for some reason to address a major demand. Child care is an eu.mple of a 
broad demand that profit·seek:iDs firms have been unwilliDJ to meet. 

Reasons involve lenders' view that loans to clilld caR facilities carry a hish risk 
because of pos&ible liability claims. Such facilltieJ are also re!ardcd u bad iiskti 
because they must be constructed or modified co meet strict safety and facility 
1icensin& standarlli, aml arc lberefore seen as iutledJle.for conversion to other 
uses. 

The result is dl8t too little space is available: most emfina space is too e.xpm~aive 
for wprkiDJ parent! to afford; ud much of what is available is of a qullfty too 
low tn h!lp much in developina children 'a potential. Oovemment imervCAtfOA ia 
needed to overcome the startup barrien BIJd aet sood child care facilities into 
opero.tion natio~awide. · 



MAY-22-1998 17:28 T0:229 NEERA TANDEN . FROM: DADE, J. 

. .__. .... -·· 

~. Row would Kiddie Mac \YOrk? 

A: It would have two main components: 
. ~ 

l, l/a qtche .tctCQP!dqo! l!UUfi4U mqrkct· In this market, FIWIJ~ Mae aDd 
Freddie .Ma~. buy mongases. buDdle them u.d ~u them as •ecurides 
on WaU Stroot. The transactions.create additioual capital volume, and 
the mechanism bas aerved co keep interest nw:s low aM home 
ownenhip · affordable even during market recessioas. Kiddie Mac 
WOLlld do tho same for child care facUitles, buying mortpges for sale 
to Fannie Mao. In this way it ·would produce more low-interest eitpital 
for child c:are faeilitles.. . . . · .. 

2. GuartiiJ.Ql ilJillrSQc«: MIDy privato lenders want to invest ia child care 
{aQi!itles but are uncomfortable with the risks. Kiddie Mac will provide 
auaranty iasw:uce for tnCJttSaaes, loans and some other debts, 
encnuragia1 private lenders to invest i.u the ueeds of our children. 

4. WiD Kiddie Ma~=m1011e who WBDtl to eonven a buildiDa' to cblld 
care. add to Faelllties or 1Jr1D1 a eeater up tb llamRfag 
&tallclardli7 - . . 

A: Yes. Kiddie Mac will provide small·facilities loans for improvements ro 
existing centers for the purpoaa of m•ting liccnaiq staDduWi. or to 
improve the quality of care and/or increase the number of children who 
r.an take part. A fAmily-nan "bild~a.n: huma, for example, COUld qualify 
for one of these loans to make th~ chanaes needed for licensina. 

5. Who will p8J' lor Kiddie Mac? 

A; After a small appropriation to fund it$ initial incorporation,· Kiddi, 
Mac will offer shares for salo to irtvl!l~«tnrs. This •toek offering will 
fund Kiddie Mac· startup operations, after which it will beccme self-
financiDI. nevu cauma·me ,,!101, "'J)llhinr mao:. . 

6. Wbo wW have aceess to Kiddie Mac? 

A: Anyone. who is currently licensed or who Q8l1. demonstr"ate t~ ability 
to be Uceosecl caa use Kiddie Me's services. This includes community 
OrJanizatiODS, ILOt•for .. profit aroupfi, enmmunity development financial 
institutions. for-profit businesses, family·home facilities, churches and 
other employers. · 

P. 21/22 
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7. WDl tbaie Operatioaa be COIIIpetkaJIIIIIIIIIt private bu.siDesses? 
-Ar Private businesses which want to develop child care facilities. musery 

schools or after~cboolfropams are allowed to acceu TCiddia Mac juat 
Ute anyone olse. As for privare leaders, sioce the problem in child 
care has been that tie needs are not beiDa met by the opea mar~et. 
Kiddie Mac is needed to fill this role.. · 

8. ·Row about chUI'Chcs and QllltiOIUeST Area •1 tlley banned from talrjq 
10vemment money? · . 

A: Kiddie Mac will be a govemmeDhg.on.rorld emity;r uat part oftovenunent 
iaelf. If a ch\arch or synagope or uy otber reliJious body can qualify to 

· be licensed as a child care provider, Kiddie .Mac's serviees are available5. 

9. WUI Kiddie Mac help ID ~some oft.he.otber probleau of eblld 
can ad ehJJd deveJopmeat? · 

A: Yea. UaiDg .,umo ottbe funds Jenerated by it& financial activity. Kiddie 
Mac will establish a .foundation to I'C$CU'Cb pmhlems iD child cuo aad 
cblld development, ftmd pilot programs and educalioaal materials, 8Dd find 
ways to make the Kiddie· Mac proce•s efficieat a.nd accessible to u many 
people as possible. 

- • ---· ··-· ~·-· I .. -·· 

P. 22/22 
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'f KIDDIE MAC suMMARY 

Legislation to be introduced by Rep. Carolyn Maloney· (NY) 
Status as of .3/16198 

GOAL: To address the u11met need for quality, affordable child care 
facilities, a government sponsored enterprise will be created to act as a 
catalyst/or private-sector lending to build {lnd develop facilities. 

THE BASIC ELEMENTS: 

L 

2. 

4. 

5. 

Secondary MOrtgage Market: Kiddie Mac will do for child care and 
development what Fannie Mae has done for home ownership. Kiddie Mac 
will purchase mortgages and then sell them to Fannie Mae who will bundle 
them into the securities they sell on Wall Street. This should allow Kiddie 
Mac to be able to take advantage of the volume of business done in the . 
mortgage market, which leads to lower interest rates. . 

Guaranty lnsuran<:e: By offering guaranty insurance to those who lend to 
child care facilities, favorable terms for loans should be achieved. 
Currently, while the private sector appears to want to do something in this 
area, the perceived risk is to high. A guaranty should be enough security 
to spur lending with reasonable terms. 

Micra;-Loans: Besides actual facilities being built or rehabilitated, often 
what is needed is money for start-up costs and rent. Kiddie Mac_ will offer 
mini-loans to qualifying child care providers for such costs.·· Also, micro­
loans can be used for a facility which needs to. make certain improvementS 
in order to becop1e licensed. 

Liability Insurance: In order to prevent the cost of insurance from 
becoming a barrier for starting a facility, Kiddie Mac will offer reasonably 
priced liability insurance to qualifying providers. · · · 

Foundation: With the money inade from its other-activities, Kiddie Mac 
will fund a foundation which will research issues in child care and 
qevelopment, fund pilot programs and produce educational materials and 
activities to guide people through the Kiddie Mac process. · 



SPECIAL CHARACTERISTICS OF KIDDIE MAC: 

I. Capped Salary Structure for executives. 
. . . 

2. Annual Report and Congressional Hearings on Activities and Performance, 
similar to the Humphrey-Hawkins hearings the Banking committees hold 
with the Federal Reserve Chairman. 

3. $2 billion limit on total lending and guaranty activity. If a need is found 
beyond this amount, Congress may increase the ceiling. 

Prepared by the office of Rep. Carolyn Maloney 



Common Questions about 
KIDDIE MAC 

1. Why is Kiddie Mac Needed? 

A: The United States is falling behind in meeting the needs of its children. 
While other countries understand the ·critical role that child care plays in early 
development, the quality and space available in this country is below 
acceptable and needed levels, While there is increasing demand for excellent 
infant care and nursery school slots in many parts of the country, the need is 
not being met. 

2. Why a Government Sponsored Enterprise? 

A: A Government Sponsored Enterprise (GSE) is chartered when there is 
some sort of market failure which should be addressed by a profit-seeking 
company, but instead there are barriers which require some initial government 
intervention to ·overcome. Child care is a perfect example of an area with just 
such barriers. 

For whatever reason, the private sector has not been able to meet the needs 
of parents went it comes providing enough quality child care and nursery 
schools. Some of the reasons involve the view of lenders that because of 
costs, loaning to child care facilities is too high a risk as an investment. Also, 
since these facilities are unique in the way they are built in order to meet 
licensing standards, the property itself is not considered flexible~nough for 
loan risk. The result is that not enough space is available for children, most 
existing programs are too expensive for even working parents, and what is 
available is not good en~ugh to really help in child development. 

3. How would Kiddie Mac work? 

A: Kiddie Mac woul9 ·have two main components: 

1. Secondary mortgage market- Fannie Mae and Freddie Mac have done 
a great job of making home ownership affordable and flexible, even 
during housing recessions. The reason they can do this is that by 
buying mortgages, bundling them, and then selling them as securities 
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~>n Wal_l Street, is that more capital is created for home mortgages, 
mcreasmg the volume of the market and keeping interest rates low. 
Kiddie Mac would participate in that secondary mortgage market in 
orderto provide more capital for child care and keep interest rates for 
these facilities low. · 

2. Guaranzy Insurana:.-- For many private lenders, they want to invest in 
child care but are uncomfortable with the risk. By providing guaranty 
insurance for mortgages, loans and some other debts, the private 
lenders will invest in the needs of our children. 

4. What if someone just wanted to add to existing facilities or bring their 
buildings up to licensing standards? 

A: In addition to the two components described above, Kiddie Mac will 
provide small facilities loans to those who wish to make improvements to 
their centers in order to meet licensing standards or to make improvements 
in their facilities which would increase the quality of the care and/or expand 
the number of children who could participate. In other words, a woman who 
is taking care of children in her house could get one of these loans to make 
the necessary changes to become a legitimate care facility. 

5. Who will"pay for Kiddie Mac? 

A: After a small, initial appropriation to fund its incorporation, Kiddie Mac 
will offer shares for sale to various investors. This stock offering will fund 
Kiddie Mac through its initial inception. After that, Kiddie Mac's financial 
activities will make it self-financing7 never costing the tax.pczye.r anything. 

6. Who can access Kiddie Mac? 

A: Anyone who is currently licensed, or who can demonstrate an ability to 
be licensed, can access Kiddie Mac's services.· This includes community 
organizations, not-for-profit organizations, community development financial 

. institutions, for-profit businesses, family-home facilities, churches and 
employers. 

7. Won't this be competing .against· private businesses? 

A: Private businesses which want to develop child care facilities, nursery 

'1 -u. ,,-.-,1 Jl I L I I """'1n'-1LJ'""'\ 11'-1 
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Legislation introduced by Rep. Carolyn Maloney (NY) 
and Rep. Richard Baker (LA) 

H.R. 3637 

GOAL: To fill the unmet need for quality, affordable child care, the 
Children's Development Commission ("Kiddie Mac"), will be created as a 
government entity which will be a catalyst for private-sector construction 
and development lending. 

THE BASIC ELEMENTS: 

1. The Concept: The private sector now hesitates to provide loans for 
construction or operation of child care facilities because it perceives a high 
risk of borrower liability in running such centers. Kiddie Mac will reduce 
that perceived risk to lenders, thus encouraging loans for the construction 

. and opening of child care facilities. Using a combination of products, 
Kiddie Mac will spur private lending to child care providers, give small 
loans to get facilities up to licensing standards, and provide affordable fire 
and liability insurance. 

2. Guaranty lnsurance=Low-Cost Loans: Kiddie Mac will, through HUD, 
offer guaranty insurance to lenders for. potential child care facility builders 
and operators. Currently, while the private sector appears to want to do 
something in this area, the perceived risk is too high. A guaranty should · 
be enough security to spur lending with reasonable tenns. In order to 
prevent the cost of insurance from becoming a barrier for. starting a 

. facility, Kiddie Mac will also offer reasonably priced liability· insurance 
and fire insurance to qualifying child care providers. . 

. . . . . . . . 

3. ·. Start-up Costs and Reot: Besides actual facilities being built or. . ...... · :;;. · 
rehabilitated, often what is needed is money for start-up costs and rent.· 
Kiddie Mac will offer mini-loans to qualifying child care providers for 
these costs. These loans will also be available for a facility which needs to 
make certain improvements in order to m-eet licensing standards. 



4. Foundation: With the money made from its other activities, Kiddie Mac 
will establish a foundation that will research issues in early childhood 
development, fund pilot programs and produce educational materials. It 
will also provide materials and activities to guide applicants through the 
Kiddie Mac process. 

SPECIAL CHARACTERISTICS OF KIDDIE MAC: 

1. Executive salaries will be capped. 

2. An annual report to Congress and hearings on activities and performance 
will be required, similar to the Humphrey-Hawkins hearings the banking 
committees hold with the Federal Reserve Chairman. 

3. Total lending and guaranty activity will be limited to $2 billion. If a need is 
found beyond this amount, Congress may increase the ceiling. 

. ........ ~ 
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Common Questions about 
KIDDIE. MAC 

"Child Developme.nt Commission Act"- H.R. 3637 
Introduced by Rep. Carolyn Mal.oney (NY) and Rep. Richard Baker (LA) 

1. Why is Kiddie Mac Necessary? 

A: The United States is falling behind in meeting the needs of its children for 
high-quality care .. Other nations understand the critical role that child care 
plays in early development, but the quality and quantity of child care space 
in this country are below acceptable levels. While demand is enormous and 

·growing for trustworthy infant and pre-school slots nationwide, the need is . 
not being met. 

2. Do we really need federal participation to do this? 

A: YES. Such a commission is necessary when private-sector market 
mechanisms fail for some reason to address a major demand. Child care is an 
.example of a broad demand that profit-seeking firms have· been unwilling to 
meet. 

Current market conditions discourage private sector investment in child care 
facility development. Clearly, with the heightened need for care for America's 
children, and relief for America's working parents, the capital markets need to 
be encouraged to contribute toward the care and devlopment of our kids. 

Lenders have concerns about risk and the threat these risks pose to safety and 
soundness to their institutions. Like any financial institution or governmental-
sponsored corporation, these institutions need· the reliability of the ·federal 
government backing them up. · 

. ·.· 
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3. How would Kiddie Mac work?·. 

A: Kiddie Mac would certify requests for loans so the Department of Housing 
and Urban Development (HUD) could then sell guaranty insurance to the 
lenders. Many private lenders want to invest in child care facilitiesbut are 
uncomfortable with the risks. Kiddie Mac will provide guaranty insurance for 
mortgages, loans and some other debts, encouraging private lenders to invest 
in the needs of our children. · 

4. Will Kiddie Mac help someone who wants to convert a building to child 
care, add to existing facilities or bring a center up to licensing standards? 

A: Yes. Kiddie Mac will provide small-facilities loans for improvements to 
existing centers for the purpose of meeting licensing standards, or to improve the 
quality of care and/or increase the number of children who can take part. A 
family-run child-care home, for example, could qualify for one of these loans to 
make the changes needed for licensing. 

5. Who will pay for Kiddie Mac? 

A: After a small appropriation to fund its initial incorporation, Kiddie Mac 
will be funded by the premiums paid by the lenders who purchase the 
insurance, never costing the taxpayer anything more. 

6 •. Who will have access to Kiddie Mac? 

A: Anyone who is currently licensed or who can demonstrate the ability to 
be licensed can use Kiddie Mac's services. This includes community 
organizations, not-for-profit groups, community development financial 
institutions, for-profit businesses, family-home facilities, churches and oth~r 
employers. 

· 7. Willtbose operations be competing agairist private· businesses?· ' .. ' 

A: . Private businesses which·- want to develo.p child. care facilities, ·nurs~ry 
schools or after-school programs are allowed to access Kiddie Mac just like 
anyone else. As for private lenders, since the problem in child care has been 
that the needs are not being met by the open market. Kiddie Mac is needed 
to fill this role. · 
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8. How about churches and synagogues? Aren't they banned from taking 
government money? 

A: If a church or synagogue or any other religious body can qualify to be 
licensed as a. child care provider, Kiddie Mac's services are available. 

9. Will Kiddie Mac help in addressing some of the other problems of child 
care and child development? 

A: Yes. Using some of the funds generated by its financial activity, Kiddie Mac 
will establish a foundation to research problems in child care and child 
development, fund pilot programs and educational materials, and find ways to 
make the Kiddie Mac process effic~ent and accessible to as many people as 
possible. 

,, ,, ,, 
'· 
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1 O;)TII C'O:'\UHESS 
~)) Si~SSIO:'\ H.R. 3~)1 

IX THE HOUSE. OF REPRESENTATIVES M K " 
· ~) l l~· .Al-ljO~.St:t 

. · ~ M ((. JAc.J<~o.J 
:\Irs. ~1.\I.O:'\EY of ~t'\\" York (for lwrsl'lf and l\Ir. RUillR) introdueed the fol- M · M 

. IO\ring- hill; whieh was rd\.•JTt•d to tht• Committet• on it~. . € €'K 

A BILL 

MS. Woo~SfY. 
Ma.. At..Ll:N 

M 5 .1Av!><.HEr2 

M "). VcLAtG.ue. 
To amend the Xational Housing Act to authorize the Sec- tJI M 

retary of Housing and Urban Development to insure I I~. · AtJION 

I 

mortgages for the acquisition, construction, or substan­

tial rehabilitation of child care and development facilities 

and to establish the Children's Development Commission 

to certify such facilities for such insurance, and for other 

purposes . 

. Be it ·~acted. by th£Senate ~and J!{)USe ofRepresenta-

2 tives of tiLe United States of America in Congress assembled, 

3 SECTION 1. SHORT TITLE. 

4 This Act may be cited as the "Children's Develop-

5 ment Commission Act". 
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The Congress finds the following: 

( 1) The need for quality nursery schools, both 

full-time and part-time child care centers and after­

school programs, after school programs, neighbor­

hood-run mothers-day-out programs, and family 

child care providers has grown among working par­

ents, and parents who stay at home, who want their 

children to have access to early childhood education. 

(2) All parents should have access to safe, stim­

ulating, and educational early childhood education 

programs for their children, whether such programs 

-are carried out in a child care center, a part-time 

nursery school (including a nursery school operated 

by a religious organization), or a certified child care 

provider's home. 

(3) The number of available enrollment oppor­

tunities for children to receive quality child care· 

services is not meeting the demand for such services. 

(4) In 1995 there were about 21,000,000 chil-

. dren less than 6 years of age, of whom 31 . percent . 

·were participating in center;;.~ased child care. services 

· and 14 percent v.·ere receiving child care in homes . 

. Between 1992 and 2005 the participation of women 

24 to 54 years of age in the labor force is projected 

. to increase from 75 percent to 83 percent. 
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( 5) In States that have set up a mechanism to 

provide capital improvements for child care facilities, 

the demand for services of such facilities still has 

not been met. 

(6) The United States is behind· .other western, 

industrialized countries when it comes to providing 

child care services·. In France, almost 100 percent of 

all children 3 to 5 years of age attend · nursery 

school. In Gennany this number is 65 to 70 percent. 

In Japan 90 percent of such children attend. some 

form of preschool care. In all of these countries early 

childhood care has proven to increase children's de­

velopment and performance. 

SEC. 3. INSURANCE FOR MORTGAGES ON NEW AND REHA­

BILITATED CHILD CARE AND DEVELOPMENT 

FACILITIES. 

Title II of the National Housing Act (12 U.S.C. 1707 

et seq.) is amended by adding. at the end the following 

new section: 

")IORTG.-\GE IXSl"R.-\.~CE FOR CHILD CARE AXD 

:DE\ "ELOI')IE~T FACILITIES 

"SEc. 257. ·(a) Pt·Ri,osE.-The purpose of this sec­

tion is to facilitate and assist in the provision and develop­

ment of licensed child care and development facilities. 

"(b) GE~ER.AL I~sl"R.-\~CE ACTIIORITY.-The Sec­

retary may insure mortgages (including advances on such 
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mortgages during construction) m accordance ,,;th the 

2 provisions of this section and upon such terms and cond.i-

3 tions as the Secretary may prescribe and may make com-

4 mitments for insurance of such mortgages before the date 

5 of their execution or disbursement thereon. 

· 6 "(c) ELIGIBLE MORTG.·HzES.-To carry out the pur-

7 pose of this section, the Secretary may insure any mort-

8 gage that covers a new child care and development facility, 

9 including a new addition to an existing child care and de-

l 0 ~elopment facility (regardless of whether the existing facil-

11 ity is being rehabilitated), or a substantially rehabilitated 

12 child care and development facility, including equipment 

13 to be used in the operation of the facility, subject to the 

14 following conditions: 

15 "(1) APPRO\"ED ~IORTGAGOR.-The mortgage 

16 shall be executed by a mortgagor approved by the 

17 Secretary. The Secretary may, in the discretion of 

18 

19 

20 

21 

the Secretary, require any such mortgagor to be reg­

ulated or restricted as to charges and methods of fi­

nancing and, if the mortgagor is a corporate entity, 

as to :capital structure 'and rate of return. :As- an ·aid 

22 · to the regulation or restriction ·of any mortgagor 

23 with respect to . any of the foregoing matters, · the 

24 Secretary may make such contracts .with and acquire 

25 for not more than $100 such stock or interest in 

... - ~~; 
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1 such mortgagor as the Secretary may consider nec-

2 essary. Any stock or interest so purchased shall be 

3 paid for out of the General Insurance Fund, and 

4 shall be redeemed by the mortgagor at par upon the 

5 termination of all obligations of the Secretary under 

6 the insurance. 

7 "(2) PHIXCIPAL OBLIGATIOX.-The mortgage 

8 shall involve a principal obligation in an amount not 

9 to . exceed 90 percent of the estimated value of the 

10 property or project, or 95 percent of the estimated 

·11 value of the property or project in the case of a 

12 mortgagor that is a private nonprofit corporation or 

13 association (as such term is defined pursuant to sec-

14 tion 221(d)(3)), including-

15 "(A) equipment to be used in the operation 

16 of the facility when the proposed improvements 

17 are completed and the equipment is installed; or 

18 "(B) a solar energy system (as defined in 

19 . subparagraph ( 3) of the last paragraph of sec-

20 · tion 2(a)) or residential energy conservation 

21 .. measures (as . defined in subparagraphs . (A) 
.· ... , . . . . ' : . · ... · . . 

22 through ''<Grand (I) of section 210(11) of the 

23 Kational Energy Conservation Policy Act), in 

24 cases in \\;hlch the Secretary determines ·that 

25 such measures are i'n addition to those required 

April 1. 1998 
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6 

under the minimum property standards and will 

be cost-effective over the life of the measure. 

"(3) A.\IOHTIZ.-\TIO:\" A ... "\"D I:\"TERE~T.-The 

4 mortgage shall-

5 "(A) provide for complete amortization by 

6 periodic payments under such terms as the Sec-

7 retary shall prescribe; 

8 "(B) have a maturity satisfactory to the 

9 Secretary, but in no event longer than 25 years; 

10 and 

11 "(C) bear interest at such rate as may be 

12 agreed upon by the mortgagor and the mortga-

13 gee, and the Secretary shall not issue any regu-

14 lations or establish any terms or conditions that 

15 interfere. "ith the ability of the mortgagor and 

16 mortgagee to determine the interest rate. 

17 "(d) CERTIFICATIO:\" BY CIIILDREX'S DE\'ELOP:\IEXT 

18 CO:\DIISSI_ox .-The Secretary may· not insure a mortgage 

19 under this section unless the Children's Development 

20 . Commission established under section 258 certifies that 

21 the facility. is in compliance, or .will be in .compliance not 
. . 

22 · ·later than 12 months after such certification, with-· .. 

23 "( 1) any laws, standards, and requirements ap-

24 plicable to such facilities under the laws of the 

25 ·State, municipality, or other unit of general local 



F: \M5 \MALONY\MA:LONY.l4 7 H.L.C. 

April 1. 1998 

7 

1 government m which the facility IS or IS to be lo-

2 cated; and 

3 "(2) after the effective date of the standards 

4 and requirements established ·under section 

5 258(c)(2), such standards and requirements. 

6 "(e) RELEASE.-The Secretary may consent to the 

7 release of a part or parts of the mortgaged property or 

8 project from the lien of any mortgage insured under this 

9 section upon such terms and conditions as the Secretary 

10 may prescribe. 

11 "(f) MORTGAGE I~Sl'R.-L'.-CE TER:.\IS.-The provisions 

12 of subsections (d), (e), (g), (h), (i), (j), (k), (l), and (n) 

13 of section 207 shall apply to mortgages insured under this 

14 section, except that all references in such subsections to 

15 section 207 shall be considered, for purposes of mortgage 

16 insurance under this section, to refer to this section. 

17 · "(g) MORTGAGE I~St:RA..'\CE FOR FIRE SAFETY 

18 EQt:IP:\IE~T LoAXS.-

19 "(1) ACTIIORITY.-. The Secretary may, upon 

20 such terms and condition as the Secretary may pre-

21 . scribe, make commitments to insure and insure 

. 22 . loans" made by financial institutions or other ap-

23 proved mortgagees to child care and development fa-

24 cilities to provide for the purchase and installation 

25 of fire safety equipment necessary for compliance 
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with the 1967 edition of the Life Safety Code of the 

2 X ational Fire Protection Association (or any subse-

3 quent edition specified by the Secretary of Health 

4 and Human Services). 

5 "(2) LOA~ RE<~l"IRE~IE~'l'S.-To be eligible for 

6 insurance under this subsection a loan shall-

7 "(A) not exceed· the Secretary's estimate of 

· 8 the reasonable cost of the equipment fully in-

. 9 stalled; 

10 "(B) bear interest at such rate as may be 

11 agreed upon by the mortgagor and the mortga-

12 gee; 

13 "(C) have a maturity satisfactory to the 

14 Secretary; 

15 "(D) be made by a financial institution or 

16 other mortgagee approved by the Secretary as 

17 eligible· for insurance under section 2 or a mort-

18 gagee approved tinder section 203(b)(l); 

· 19 "(E) comply with other such terms~ condi-

20 tions, and restrictions as the Secretary· may 

21 

22 

23 

24 

prescribe; and 

·"(F) be made with. respect to a child care 

and development facility that complies with the 

requirement under subsection (d). 
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"(3) b:St'R.\~CE HEQl"IHK\IE~TS.-The prOVl-

2 sions of paragraphs (5), (6), (7), (9), and (10) of 

3 section 220(h) shall apply to loans insured under 

4 this subsection, ~xcept that all references in such 

5 · paragraphs to home improvement loans shall be con-

6 sidered, for purposes of this subsection, to refer to 

7 loans under this subsection. The provisions of sub-

8 sections (c), (d), and (h) of section 2 shall apply to 

9 · loans insured under this subsection, except that all 

10 references in such subsections to 'this section' or 

11 'this title' shall be considered, for purposes of this. 

12 subsection, to refer to this subsection. 

13 "(h) ScHEDL"LES A~D DEADLI~Es.-The Secretary 

14 shall establish schedules and deadlines for the processing 

15 and approval (or provision of notice of disapproval) of ap-

16 plications for mortgage insurance under this section. 

17 "(i) DEFI~ITIO~s.-~or the purposes of this section, 

18 the following definitions shall apply: 

19 "(1) CHILD CARE A..'\D DEYELOP:\IE~T FACIL-

20 ITY .-The tenn 'child care and development facility' 

21 means ·a .public facility, propnetary .. facility, or facil-

' 22 · ity of a private nonprofit corporation· or association 

23 that-
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1 "(A) has as its purpose the care and devel-

2 opment of children less than 12 years of age; 

3 and 

4 "(B) is licensed or regulated by the State 

5 in which it is located (or, if there is no State 

6 law providing for such licensing and regulation 

T by the State, by the municipality or other politi-

8 cal subdivision in which the facility is located). 

9 The term does not include facilities for school-age 
. . 

1 0 children primarily for use. during normal school 

11 hours. The term includes facilities for training indi-

12 viduals to provide child care and development serv-

13 tees. 

14 "(2) EQl'IP~IE:\"T.-The term 'equipment' in-

15 eludes machinery, utilities, and built-in equipment 

16 and ·any necessary enclosures or structures to house 

17 . them, and any other items necessary for the func-

18 tioning of a particular· facility as a child care and 

19 development facility, including necessary furniture. 

20 Such term includes books, curricular, and program 

21 materials . 

. 22 ''(3) MOHTGA<iE; F~RST · )IOHTGAGE; )IORTGA~ 

23 GEE.-The term ~'mortgage' means a first mortgage 

24 on real estate in fee simple, or on the interest of ei-

25 ther the lessor or lessee thereof under a lease having 
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1 a period of not less than 7 years to run beyond the 

2 maturity dati of the mortgage. The term 'first mort-

3 gage' means such classes of first liens as are com-

4 monly given to secure advances (including advances 

5 during construction) on, or the unpaid purchase 

6 price of, real estate under the laws of the State in 

7 which the real estate is .located, together with the 

.8 credit instrument or instruments (if any) secured 

9 thereby, and any mortgage may be in the form of 

1 0 one or more trust mortgages or mortgage indentures 

11 or deeds of trust, securing notes, bonds, or other 

12 credit in~truments, and, by the same instrument or 

13 by a separate instrument, may create a security in-

14 terest in. initial equipment, whether or not attached 

15 to the realty. The term imortgagor' has the meaning 

16 given the term in section 207(a). 

17 "(j) LDIITATIOX OX IXSl"RAXCE ACTHORITY.-

18 "(1) TEH:\IIXATIOX.-No mortgage may be in-

19 sured under this section or section 223(h) after Sep-

20 .tember 30, 2005, except pursuant to a commitment 

21 to insure issued on or before· such date. 

22 "(2) A<iGRE<i.\TE. PRIXCIPAL .UIOCXT LDIITA-

23 TIOX .-The aggregate principal amount of mort-

24 gages for which the Secretary enters into commit-

25 ments to insure under this section or section 223(h) 

Aprtl 1. 1998 
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ori or before the date under paragraph ( 1) may not 

2 exceed $2,000,000,000. If, upon the date under 

3 paragraph (1 ), the aggregate insurance authority 

4 provided under this paragraph has not been fully 

· 5 used, the Secretary of the Treasury shall submit a 

6 report to the Congress evaluating the need .for con-

7 tinued mortgage insurance under this section.". 

8 "(k) REGl'LATIO:'\S.-The Secretary shall issue any 

9 regulations necessary to carry out this section. In issuing 

I 0 such regulations, the Secretary shall consult with the Sec-

11 retary of Health and Human Services with respect to any 

12 aspects of. the regulations regarding child care and devel-

13 opment facilities.". 

14 SEC. 4. INSURANCE FOR MORTGAGES FOR ACQUISITION OR 

15 REFINANCING DEBT OF EXISTING CHILD 

I .16 CARE AND DEVELOPMENT FACILITIES. 

17 Section 223 of the ~ational Housing Act (12 U.S.C. 

18 1715n) is amended by adding at the end the following new 

19. subsection: 

20 "(h) l\IOHT<;AGE 1:'\Sl'H.-\..'\CE FOR PCHCIL\SE OR RE-

21 FI:'\A:'\CI:'\(; OF E~ISTI:'\<; CHILD CARE :.-\..'\D DE\"ELOP-

22. ~IE:'\T FACILITIE~.-

23 "(1) Al'TIIOHITY.-Kotwithstanding any ·other 

24 proVIsion of this Act, the Secretary may insure 

25 under any section. of this title a mortgage executed 
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1 in connection \vith the purchase or refinancing of an 

2 existing child care and development f~cility, the pur-

3 chase of a structure to serve as a child care and de-

4 velopment facility, or the refinancing of existing debt 

5 of an existing child care and development facility. 

6 "(2) Pl.Ht'IL-\SE OF EXISTI:'\G FACILITIES .-\:'\D 

7 STHU "ITHES.-In the case of the pu~chase under 

8 this subsection of an. existing .child care and develop-

9 ment facility or purchase of an existing structure to 

1 0 serve as such a facility, the Secretary shall prescribe 

11 any terms and conditions that the Secretary consid-

12 ers necessary to ensure that-

13 "(A) the facility or structure purchased 

14 continues to be used as a child care and devel-

15 opment facility; and 

16 "(B) the facility complies with the same 

17 . requirements applicable under subsections (d) 

18 and (e) of section 257 to facilities having mort-

19 gages insured under such section. 

20 "(3) REFI:'\AXCI:'\G OF EXISTI:'\G FACILITIES.-· 

21 · In the .case of refinancing of an ·existing child care 
,\ . 

22 and development facility, the Secretary shall pre-

23 scribe any tenns and conditions that the Secretary 

24 considers necessary to ensure that-

April 1, 1998 
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1 "(A) the refinancing. is used to lower the 

2 monthly debt service costs (taking into account 

3 any fees or charges connected with such refi-

4 nancing) of the existing facility; 

5 "(B) the proceeds of any refinancing will 

6 be employed only to retire the existing indebted-

7 ness and pay the necessary cost of refinancing 

8 on the existing facility; 

9 "(C) the existing facility is economically 

1 0 viable; and 

11 'i(D) the facility complies with the same 

12 requirements applicable under section 25 7 (d) to 

13 facilities having mortgages insured under such 

14 section. 

15 "( 4) DEFI~ITIO~s.-For purposes of this sub-

16 section, the terms defined in section 257(i) shall 

17 have the same meanings as provided under such sec-

18 tion. 

19 "(5) LDIITATIO~ · 0~ lXSl'HASCE Al'THOR-

20 ITY.-The authority of the Secretary to enter into 

21 commitments to insure mortgages ·under this sub-

22 section is subject to the limitations u.nder . section 

23 ·257(j).". 

April 1. 1998 
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1 SEC. 5. CHILDREN'S DEVELOPMENT COMMISSION. 

2 Title II of the Xational Housing Act ( 12 U .S.C. 1707 

3 et seq,) is amended by adding at the end (after section 

4 257, as added by section 3 of this Act) the following new 

5 section: 

6 · "CIIILDHE.\"'s DE\.ELOP~IE.\"T CO:\DIISSIO.\" 

7 "SEc. 258. (a) ESTABLISIDIE.\"T.-· There is hereby 

8 established a commission to be known as the Children's 

9 Development Commission. 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

'22 

23 

24 

25 

26 

"(b) l\IE~Ii~EH~IIIP.-

"(1) APPOI.\"T:\IE.\"T.-The Commission shall be 

composed of 7 members appointed by the President, 

not later than the e:x-piration of the 3-month period 

beginning upon the enactment of this .section, by and 

with the advice and consent of the Senate, as fol­

lows: 

"(A) 1 member shall be appointed from 

among 3 individuals recommended by the Sec­

retary of Housing and Urban Development or 

. the Secretary's designee. 

"(B) 1 member shall be appointed froin 

among 3 indi\iduals recommended by the Sec­

retary of Health and Human Services or the 

Secretary's designee. 

"(C) 1 member shall be appointed from 

among 3 individuals recommended by the Sec-

I ' 
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retary of the Treasury or the Secretary's des-

2 1gnee. 

3 "(D) 4 members shall be appointed fr·om 

4 among 12 individuals recommended jointly by 

5 the Speaker of the House of Representatives, 

6 the Majority Leader of the Senate, Minority 

7 Leader of· the House of Representatives, the 

8 Minority Leader of the Senate. 

9 "(2)· QL\LIFICATIO:'\S OF CO:'\GRESSIO:'\ALLY 

l 0 RECO:\L\IE:'\DED :\IE:\IBERS.-Of the members ap-

ll pointed under paragraph (l)(D)-

12 "(A) each shall be an individual who ac-

13 tively participates or is employed in the field of 

14 child care and has academic, licensing, or other 

15 credentials relating to such participation or em-

16 ployment; and 

17 "(B) not more than 2 may be of the same 

l8 political party. 

19 "(3) TER:\IS.-Each appointed member of the 

20 Commission shall serve for· a term of 3 years. 

21 · "(4) VACA_'I:l'IEs.-Any member .appointed to 

22 fill a vacancy ·occurring before the expiration of the 

23 term fot which the member's predecessor was ap-. 

24 pointed. shall be appointed only for the remainder of 

25 that term. A member may serve after the expiration 

Apnl 1, 1998 



. F:\M5\MALONY\MALONY.l47 H.L.C. 

17 

1 of that member's term until a successor has taken 

2 office. A vacancy in the Commission shall be filled 

3 in the manner in which the original appointment was 

4 made. 

5 "(5) CIL-\IHPERSO:'\.-The chairperson of the 

6 Commission shall be designated by the President at 

7 the time of appointment .. 

8 "(6) QroRL\1.-A majority of the members of 

9 the Commission shall constitute a quorum for the 

I 0 transaction of business. 

11 "(7) VOTI:'\(;.-Each member of the Commis-

12 sion shall be entitled to 1 vote, which shall be equal 

13 · to the vote of every other member of the Commis-

14 SIOn. 

15 "(8) PROIIIBITIO:'\ 0:'\ ADDITIO:'\AL PAY.-

16 Members of the Commission · shall serve without 

17 compensation, but shall be . reimbursed for travel, 

18 subsistence, and other necessary expenses incurred 

19 in the perfonnance of their duties as members of the 

20 Commission. 

21 "(c) Ft·:'\CTIOX~.-The ·coffimission shall carry out 

22 the following functions: 

23 "(I) CERTIFIC.\TIO:'\ OF CO:\IPLIAXCE.-The 

24 Commission shall collect such information and make 

25 such determinations as may be necessary to deter-

April 1. 1998 
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mme, for purposes of section 257(d), whether child 

2 ~ care and development facilities comply, or ,,;11 be in 

3 compliance within 12 months, with-

4 "(A) any laws, standards, and reqmre-

5 ments applicable to such facilities under the 

6 laws of the State, municipality, or other unit of 

7 general local government in which the facility is 

8 or is to be located, and 

9 "(B) after the effective date of the stand-

I 0 ards and requirements established under para- · 

11 graph (2), such standards and requirements, 

12 and shall issue certifications of such compliance. 

13 "(2) ESTABLISIL\IE:'\T OF STA ... "\"D.-\.RDS.-

. 14 "(A) S1TDY.-Xot later than 12 ·months 

15 after the date on which appointment of initial 

16 · membership· of the Commission is completed, 

17 the Commission, in consultation ,\rith the Sec-

'18 retary of Housing and_ Urban Development and 

19 the Secretary of Health and Human Services, 

20 shall conduct a study to determine the laws,· 

21 standards, and . requirements referred to in· 

22 paragraph (1 )(A) that are applicable in each 

23 State. Taking into consideration the findings of 

24 the study, the Secretary shall establish stand-

25 ards and requirements regarding child care and 

April 1, 1998 
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development facilities that are designed to en-

2 sure that mortgage insurance is. provided under. 

3 section 257- and section 223(h) only for safe, 

4 clean, and healthy facilities that provide appro-

5 priate care and development services for chil-

6 dren. 

7 "(B) PL'BLIC'ATIO:'\.-The Commission 

8 shall issue regulations provi!ling for the stand-

9 ards and requirements established under sub-

1 0 paragraph (.A) to take effect, for purposes of 

11 sections 257(d)(2) and 223(h)(2)(B) and· para-

12 graph (1)(B) of this section, not later than 18 

13 months after the date· of the enactment of this 

14 section. 

15 "(3) 8:\IALL Pl'HPOSE LOA:'\S.-The Commis-

16 sion shall, to the e}..i:ent amounts are made available 

17. . for such purpose pursuant to subsection (i) and 

18 qualified requests are received, make loans, directly 

19 or indirectly to providers of child care and develop~ 

20 ment facilities. for reconstruction or renovation or 

21 such facilities, subject to the following .requirements: 

22 ·"(A) Loans under this paragraph shall be 

23 made only for such facilities that are financially 

24 and operationally viable, as determined under 

Apnl 1, 1998 
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standards and guidelines to be established by 

2 the Commission. 

3 "(B) The aggregate amount of loans made 

4 under this paragraph to a single borrower may 

5 not exc~ed $50,000. · 

6 "(C) A loan made under this paragraph 

7 may not have a term to maturity exceeding 7 

8 years. 

9 "(D) Loans under this paragraph shall 

1 0 bear interest at rates and be made under such 

11 other conditions and terms as the. Commission 

12 shall provide. 

13 "( 4) XOTIFICATIOX.-The Commission shall 

14 take such actions as may be necessary to publicize 

15 the availability of the programs for mortgage insur-

16 ance under sections 257 and 223(h) and loans under 

17 · paragraph (3) of this subsection in a manner that 

18 ensures that infonnation concerning such programs 

19 will be available to child care providers ·throughout 

20 the United States. 

21 "(5) LU.BII.ITY IXsL·lL·\ . .'~CE.-Not later than 12 

22 months after the date on which appointment of ini-

23 tial membership of the Commission is completed, the 

24 Commission shall establish standards and guidelines, 

25 applicable to mortg-age insurance under sections 257 

April 1, 1998 
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1 and 223(h) and loans under paragr~ph (3) of this 

2 subsection, requiring child care providers operating 

3 child care and development facilities assisted under 

4 such provisions to obtain and maintain liability in-

5 surance m such amounts and subject to such re-· 

6 quirements as the Commission considers appro-

7 priate. 

8 "(6) RESEAHt'II FOl.:\DATIOX.-Kot later than 

9 12 months after the date of the enactment of this 

10 section, the Commission shall submit a report to the 

11 Congress recommending a plan for establishing and 

12 funding a foundation that is an entity independent 

13 of the Commission (but which maintains association 

14 \\ith the Commission), the purpose of which shall 

15. be-

16 "(A) to support research relating to child 

17 care and development facilities; 

18 "(B) to fund pilot programs to test innova-

19 tive methods for improving child care; and 

20 "(C) to · engage in activities and · publish 

21 materials to assist persons interested in mort-

22 gage insurance under sections 257 and ·223(h) 

23 and other assistance provided by the Commis-

24 SIOn. 

25 "(d) XO:\l>IS( 'HDII:\.-\1;10:\ REQCIHE:\IE:\T.-

Apnl 1, 1998 
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"(1) I:\" GE:\"EIUL.-' The Commission. may not 

2 certify under subsect~on (c)(l) or carry out any ac-

3 tivities of the Commission with respect to any child 

4 care and development facility if the provider of the 

5 facility discriminates on account of race, color, reli-

6 gion (subject to paragraph (2)), national origin, sex 

7 (to the extent provided in title IX ofthe Education 

8 Amendments of 1972 (20 U.S.C. 1681 et seq.)), or 

9 handicapping condition. 

10 "(2) FACILITIES OF RELIGIOCS ORGAXIZA-

11 TIO:\"S.-The prohibition with respect to religion 

12 shall not apply to a child care and development facil-

13 ity which is controlled by or which is closely identi-

14 fied with the tenets of a particular religious organi-

15 zation if the application of this subsection would riot 

16 · be consistent with the religious tenets of such orga-

17 nization. 

18 "(3) CERTIFICATIO:\".-As a condition of certifi-

19 cation under subsection (c)(l) and eligibility for a 

20 loan under subsection (c)(3), the provider of a child 

21 care and development facility shall certify to the 

22 Commission that the provider does not discriminate; 

23 as required by the proVIsions of paragraph ( 1) of 

24 this subsection. 

25 "(e) Po\\"EHs.-

April 1. 1998 
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"(1) A-.;SIST.-\:'\t'E FH0:\1 FEDERAL .-\OE:'\l'IES.­

The Commission mav secure directlv from anv de-. ... .., .... 

partment or agency of the Federal Government such 

information as the Commission may require for car-

rying out its functions. Upon request of the Com­

mission, any such department or agency shall fur­

nish such information. 

"(2) ASSIST.-\:'\CE FH0:\1 GE:'\ERAL SEH\1CES 

.-\D:\11:'\ISTR...-\.TIO:'\.-The Administrator of General 

Senices shall prO\ide to the Commission, on a reim­

bursable basis, such administrative support services 

as the Commission may request. 

"(3) A.;.;SIST.-\:'\l'E FRO:\! DEP.-\RT:\IEXT OF 

14 IIOCSI:'\li .-\:'\1> l."HIL\:'\ DE\.ELOP:\IE:'\1'.-Upon the re-

I 5 quest of the Commission, the Secretary of Housing 

16 and Urban Development shall, to the extent possible 

17 and subject. to the discretion of the Secretary, detail 

18 any of the personnel of the Department of Housing 

19· and Urban Development, on a nonreimbursable 

20 basis, to assist the Coriunission in carrying out its . 

21 functions under this section .. 

22 "(4) !\L-\Il.s.-The Commission may use ·the 

23 United States mails in the same manner and under 

24 the same conditions as other Federal agencies. 

25 "(f) ST.\FF.-
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1 ""(1) EXECTTI\"E· DIHECTOH.-The Commission 

2 shall appoint an executive director of the Board, who 

3 shall be compensated at a rate fixed by the Commis-

4 sion, but which shall not exceed the rate established 

5 for level I of the Executive Schedule under title 5, 

6 United States Code. 

7 "(2) 0TIIEH. PEHSO:\":\"EL.-ln addition to the 

8 executive director, the Commission may appoint· and 

9 fix the compensation of such personnel as the Com-

1 0 mission considers necessary, in accordance with the 

11 provisions of title 5, United States Code, governing 
( 

12 appointments to . the competitive service, and the 

13 provisions of chapter 51 and subchapter ITI of chap-

14 ter 53 of such title, relating to classification and 

15 General Schedule pay rates. 

16 "(g) REPOHTS.-Xot later than March 31 of each 

17 year, the Commission shall submit a report to the Presi-

18 dent and the Congress regarding the operations and activi-

19 ties of the Commission during the preceding calendar year. 

20 Each animal report shall include a copy of the Commis-

21 sian's financial statements and such information and other 

. 22 evidence as is necessary to demonstrate that the actiVities 

23 of the Commission during the year for which the report 

24 is made. The Commission may also submit reports to the 
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1 Congress and President at such other times as the Com-

2 mission deems desirable. 

3 "(h) DEFI.\TfiO~s.-For purposes of this section, the 

4 terms defined in section 257(i) shall have the same mean­

S ings as provided under such section. 

6 "(i) At"TIIORIZ.-\TIO~ OF APPROPRL-\TIO~S.-There 

7 are authorized to be appropriated to the Commission to 

8 carry out this section $10,000,000 for fiscal year 1999, 

9 to remain available until e}..-pended, of which not more than 

10 $2,500,000 shall be available for administrative costs of 

11 the Commission and the remainder of which shall be avail-

12 able only for loans under subsection (c) ( 3). ''. 

13 SEC. 6. STUDY OF AVAILABILITY OF SECONDARY MARKETS 

14 FOR MORTGAGES ON CHILD CARE FACILI· 

15 TIES. 

16 The Secretary of the Treasury shall conduct a study 

17 of the secondary mortgage markets to determine-

IS ( 1) whether such a market exists for purchase 

19 of mortgages eligible for insurance under sections 

20 223(h) and 257 of the National Housing Act (as 

21 added by this Act); 

22 (2) whether such a market would affect the 

23 , availability of credit available for development of 

24 child care and development facilities or would lower 

25 development costs of such facilities; and 
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1 (3) the e>..1:ent to which such a market or other 

2 . 1 activities to . provide credit enhancement for child 

3 care and development facilities loans is needed to 

4 meet the demand for such facilities. 

5 The Secretary of the Treasury shall submit to the Con-

6 gress a report regarding the results of the study conducted 

7 under this section not later than the eXpiration of the 2-

,8 year period beginning on the date of the enactment of this 

9 Act. 
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[INCOMPLETE I)ISCUSSION DRAFT] 
MARCH 17, 1998 

105TH CONGRESS H R 
2D SESSION • • -----

IN THE HOUSE OF REPRESENTATIVES 

H.L.C. 

Mrs. MALoNEY of New York (for herself and ) introduced 
the f:C?llowing bill; which was referred to the Committee on 

A. BILL 
.. 

To provide for the establishment of the Children's Develop-

ment Ins1lrance and Mortgage Corporation for the pur­

pose of expanding the availability of child care services. 

1 Be it enacted by the Senate and H ()USe .. of Representa-

2 tives of the United States of America in Congress assembled1 

3 SECTION 1. SHORT TITLE. . 

4 This Act may be cited as the "Kiddie Mac Act of 

5 199877
• 

6 SEC. 2. FINDINGS. 

7 The Congress finds the following: 

March 17, 1998 (10:56 a.m) 
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1 (1) The need for quality nursery schools, both 

2 full-time and part-time child care centers, after 

3 school programs, neighborhood-run mothers-day-out 

4 programs, and family child care providers has grown· 

5 among working parents, and parents who stay at 

6 home, who want . their children to have access to 

7 early childhood· educati~n. · 

8 (2) All parents in the ·labor force should have 

9 access· to safe, stimulating, and educational early 

. 10 childhood education programs for their children, 

11 whether such programs are carried out in · a child 

12 care center, a part-time nursery school {including a 

13 nursery school operated by a religious organization), 

14 . or a family child care provider's home . 

. 15 (3) The· nt;tmber of availabie enrollment oppor~ 

16 tunities for children to receive quality child care 

17 services is not meeting the demand for such services 

18 due to several factors. Child care facilities are tw-

19 lored to meet specific regulations, so banks are con-

20 cerned that if they acquire such facilities as a result 

21 of foreclosure, such facilities will be unusable for 

22 other. purposes~ Because the profit margin for child 

23 care providers is s~ small, lenders are concerned 

24 about the viability of such providers, even though de-

25 faults have historically been low for such providers~ 

March 11, 1998 (1o:ss a.m.> 
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3 

(4) In 1995 .there.were about 21,000,000 chil-

dren less ·than 6 years of age, ~f whom 31 percent 

were participating in center-based child care services 
. ' 

and l4 percent were' receiving child care in homes. 

Between 1992 and ·2005 the participation of women 

24 to 54 years of age in the labor force is projected 

to increase from 75 percent to 83 percent. 

(5) In States that have set up a mechanism to 

provide capital improvements for child care facilities, 

the demand for services of such .facilities still has 

· not been met. [In New Hampshire, a program set 

up with a $10,000,000 grant from Providence Bank 

received requests · every 30 minutes and ran out of 

money solely through funding rehabilitation of such 

facilities, failing to even begin funding the construe-
. ' 

tion of new child care facilities.] 

(6) The United States is behind other western, 

industrialized countries . when it comes to providing 

child care services. In France, virtually 100 percent 

of all children 3 to 5 years of age att~nd nursery 

school. In Germany this number is 65 to 70 percent. 

In Japan 90 percent of such children a~tend some 

form of preschool care. In all of these countries early 

childhood care has proven to increase children's de­

velopment and performance. 
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1 SEC. 3. CONGRESSIONAL DECLARATION OF PtiR.PoSE; DEF-

2 INITION; INCORPORATION. 

3 (a) PURPOSE.-The Congress hereby declares that it 

4 is the purpose of this· Act to authorize participation of the 

5 United States Government and the Federal National 

6 Mortgage Association in a private, for profit corporation 

7 to be known as the Children's Development Insurance and 

8 Mortgage Corporation (in this Act referred to as the "Cor-

9 poration") which will, directly or indirectly, alone or in 

10 collaboration with others-· 

11 ( 1) guarantee, insure, and reinsure bonds, de-

12 b'entures, notes, evidences of debt, loans, and inter-

13 ests therein, the proceeds of which are to be used for 

14 a child care and development facilities purpose; 

15 (2). guarantee and insure leases of personal, 

16 real, or mixed properly to be used for a child care 

17 · and development faci).ities purpose; 

18 (3) issue letters of credit and undertake obliga-

19 tions and. commitments as the Corporation deems 

20 necessary to carry out the purposes described 1n 

21 paragraphs (1) and {2); 

22 ( 4) make loans, directly or indirectly, to child 

23 care providers for reconstruction or renovation of fa-

24 cilities described in section 13(1)(A) for the purpose 

25 of bringing such facilities into compliance with State 

26 and local safety requirements; 

March 17, 1998 (10:5fi a.m.) 
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1 (5) sell, subject to State law applicable to the 

2 business of insurance, liability insurance against 

3 risks arising from providing child care services for 

4 compensation; and 

5 (6) establish a nonprofit foundation-

6 (A) to carry out research relating to child 

7 care and development facilities purposes; and 

8 (B) to conduct pilot programs to test inno-

9 vative methods for improving· child care and de-

10 velopment facilities purposes. 

11 (b) STATUS AS NONGOVERNMENTAL ENTITY.-The 

12 Corporation shall not be an agency, instrumentality, or es-

13 tablishmerit of the United States Government and shall 

14. not be a ~'Government corporation, nor a "Government 

15 controlled corporation'' as defined in section 103 of title 

16 5, United States Code. No action under section 1491 of 

17 title 28, United States Code (cominonly known as the 

18 Tucker Act) shall be allowable against the United States 

19 based on the actions of the Corporation. 

20 (c) CORPORATE POWERS AND LIMITATIONS.-The 
.. 

21 Corporation shall be subject to the provisions of this Act 

22 and, to the extent not inconsistent with this Act, to the 

23 District of Columbia Business Corporation Act. The busi-

24 ·ness activities of the Corporation -shall always be limited 

25 to the purposes set forth in subsection (a) of this section~ 

Marcl'l17, 1998 (10:56 a.m.)·· 
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1 It shall have the powers conferred upon a corporation by 

2 the District of Columbia Business Corporation Act as 

3 from time to time in effect in order to conduct its cor-

4 porate affairs and to carry out its purposes and activities 

5 incidental thereto. 

6 (d) SPECIFIC L:U"\ilTATIONS.-

7 (1) MAxiMUM COMPENSATION.-The Corpora-

8 tion may not pay to any officer or employee com-

9 pensation the · exceeds the maJcimum rate of com-

1 0 pensation payable from time to time under section 

11 5312 of title 5 .of 

12 (2) MAxiMuM AGGREGATE OUTSTANDING 

13 .AMOUNT OF LOANS AND GU.ARANTEES.-The maxi-

14 mum ·aggregate outstanding amount of all loans ang 

15 guarantees made by the Corporation may not exceed 

16 $2,000,000,000. 

17 (3) LOANS MADE FOR RECONSTRUCTION ANDREN-

18 OVATION.-(1) The aggregate amount of loans maae. 

19 under subsection (a)(4) to a single borrower may not ex-

20 ceed $50,000. 

21 (2) The term of a loan made under such subsection 

22 may not exceed 15 years. 

23 SEC. 4. CRITERIA FOR GUARANTEES AND INSURANCE. 

24 (a) GENERAL RULE.-The Corporation shall provide 

25 direct insurance, · guarantees, and reinsurance on obliga-

~areh 17, 1998 (10:56 a.m.) 
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1 . tions issued for child care and development facilities pur-

2 poses only in accordance with the requirements of this sec- · 

3 tion. 

4 (b) DIRECT INSURANCE AND GU.ARA..~TEE ACTIVI· 

5 TIES; LIMITATIO~S .. -(1) All of the assets and obligations 

6 ·directly covered by primary insurance or guarantees issued 

. 7 by the Corporation sha.ll be assets or obligations of child 

8 care providers. 
' 

9 (2) At least the percentages specified in paragraph 

10 (3) of the aggregate dollar amount of the assets and obli-

11 gations reinsured, insured, and guaranteed by the Cor-

12 poration under this section shall be in the direct insur~nce 

13 and guarantee activities specified in this subsection. 

14 (3) For the purpose of paragraph (?) of this para-

15 graph, the percentages specified in this paragraph shall 

16 be--

17 (A) 10 percent for · the first full year of op~r-

18 ation o( the Corporation; 

19 (B) 30 percent for the second full year of such 

20 operation; and 

21 · (C) 50 percent for the third full year of sil.ch 

22 operation and thereafter. 

23 (4) For the purpose of.paragraph (1), the assets and 

24 ·obligations which may be directly covered by primary in-

25 surance or guarantees issued by the .Corporation are--

March 17, 1998 (10:56 a.m.l 
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1 (A) bonds, debentures, notes, evidences of debt, 

2 loans·, and interests therein, the proceeds of which 

3 are to be used for a ·child care and development fa~ 

4 cilities purpose; and 

5 (B) leases of personal, real, or mi"\:ed property 

6 to be used for a child care and development facilities 

7 purpose. 

8 .(5) Notwithstandii:tg paragraph (1), the Corporation 

9 may issue primary insurance or guarantees covering the 

10 assets or obligations of child care providers, subject to all 

11 of the following conditions and limitations: 

12 (A) The proposed transaction shall have been 

13 declined for coverage by all unaffiliated monoline ina 

14 .surers that are authoriz~d to write financial guaran-

15 tee insurance and that, in the previous year, . pro-

16 vided primary insurance or guarantees on child care 

17 and development facility obligations. · The Secretary 

18 shall publish by J anuazy 31 of each year a .list of 

19 all such insurers. 

20 (B) Within 2 business days of receiving com~ 

21 . plete documentation concerning a proposed trans.-

22 action by an child care provider seeking insurance 

23 from the Corporation pursuant to this ·paragraph, an 

24 insurer shall offer to provide ·coverage or execute an . 

25 affidavit of declination, ·or its failure to respond shall 

March 17, 1998 (10:56 a.m.) 
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I · be deemed a declination. The child care ·provider 

.· ·2 seeking insurance from the Corporation shall tile 

. 3 with the Corporation the affidavits .from all declining 

. 4 'insurers, as well as :an affidavit of the child care pro-

5 vider's. financial advisor specifically identifying ·the 

6 . pertinent terms ·of the: proposed . transaction, the re-

.. 7 quested insurance coverage, arid the date on which 

8 complete docUm.enbltion. concerning. the proposed 

9 transaction was submitted to each insurer and cer- 1 

10 tifying that such information was provided to each 

11 insurer that declined coverage. 

12 (C) The proceeds of the assets or obligations in-

13 sured or guaranteed by the Corporation pursuant to 

· 14 this paragraph shall be used exclusively for the ·ren.,. 

15 ovation, repair, replacement~ or construction of child 

16 care and· development facilities. 

17 (D) The aggregate par value of assets and obli-

18 gations insured or guaranteed by the Corporation · 
. ' . . 

19 under this paragraph shall not exceed-

20 (i) $100,000,000 per year during calendar 

21 years 1999, 2000, arid 2001; or . 

22 (ii) $150,000,000.per year during calendar 

. 23 ye~rs 2002 and 2003 .. 

24 . (E) The aggregate dollar amount" of trans-

25 · actions under this paragraph shall not ~xceed-

· March 17. 199ll t10:S6 a.m.\ 
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1 (i) in calendar year 1999, 2000, or 2001, 

2 10 percent of the aggregate dollar amount of 

3 assets and obligations directly covered by pri-

4 mary insurance or guarantees issued by the 

5 Corporation under this section in such year; or 

6 (ii) in calendar year 2002 or 2003, 15 per-
I 

7 cent of the aggregate dollar amount of assets 

8 and _obligations directly covered by primary in-

9 surance or guarantees issued by the· Corpora-

l 0 tion under this section in such year. 

11 (d) NOTICE OF SERVICES.-The Corporation shall 

12 take such steps as may be necessary to publicize the avail-

13 ability of its insu~ance and reinsurance programs under 

14 this section in a manner that assures that information 

15 concerning· such programs will be available to child care 

16 providers throughout the United States. 

17 (e) NONDISCRIMINATION REQUIRED.-(1) ·The ·Cor-

18 poration may not carry out any activities with respect to 

19 any child care and development facilities purpose of a par-

20 ·ticipating child care provider if the child care provider dis-

21 criminates on account of race, color, religion (subject to 

22 paragraph (2)), national origin, sex (to the extent provided 

23 in title IX of the Education Amendments of 1972 (20 

24 u.s.a. 1681 et seq.)), or hancl~capping condition. 

Man::h 17, 1998 (10:56 a.m.) 
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1 (2) The prohibition with respect to religion shall not 

2 apply to a child ·car_-e and development facility which is con-

3 trolled by or which is closely· identified with the tenets of 

4 a particular religious organization if the application of this 

5 section would not be con[)istent with the religious tenets 

6 of such organization. 

7 (3) Each participating child care provider shall cer-

8 tify to the Corporation that the child care provider does 

9 not discriminate as required by the provisions of para-

10 graph (1). 

11 SEC. 5. PROCESS OF ORGANIZATION. 

12 The Secretary of the Treasury, the Secretary, the 

13 Secretary of Housing and Urban Development, and the 

14 Federal National Mortgage Association shall each appoint 

15 2 persons to be incorporators of the Corporation. The 

16 incorporators so appointed shall each sign the articles of 

17 incorporation and shall serve as the initial Board of Direc-

18 tors until the members of the first regular Board of Direc-

19 tors shall have been appointed and elected. Such 

20 incorporators shall take whatever actions are necessary or 

21 appropriate to establish the Corporation, including the fil-

22 ing of articles of incorporation. 

Mart:h 17, 1996 (10:56 a.m.) 
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1 SEC. 6. OPERATION AND ELECTION OF BOARD OF DIREC-

2 TORS. 

3 (a) IN GE~"ERAL.-(1) The Corporation shall have a 

4 Board of Directors which shall consist of 13 members, of 

5 whom 1 shall be elected annually by the Board to serve 

6 as chairman. Directors shall serve for terms of 3 years 

7 or until their successors have been appointed and quali-

8 fied, and any member so appointed to fill a vacancy shall 

9 be appointed only for the unexpired term of the Director 

10 whom he succeeds. 

11 (2) Two Directors shall be appointed by the Sec-

12 retary; 2 directors shall be appointed by the Secretary of 

13 the Treasury; 2 Directors shall be· appointed by the Sec-

14 retary of Housing and Urban Development; 3 Directors 

15 shall be appointed by the Federal National Mortgage .As-

16 sociation; and the remaining 4 Directors shall be elected 

17 by the holders of the CorpQration's voting common stock 

18 at least 2 ofwhom shall be chief executive officers of orga-

19 nizations that are primarily engaged"'in child care and de-

20 velopment purposes. 

21 (3) The failure of the Secretary, the Secretary of the 

22 Treasury, or the Secretary of Housing and Urb.an Devel-

23 opment to make 1 or more appointments to the Board 

24 of Directors of the Corporation shall not affect or diminish 

25 the right and power of-

March 17, 1998 (10:56 a.m.) 
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l (A) the other directors who have been appointed 

2 or elected to assume and carry out· their duties as 

3 directors; and 

4 (B) the Board so constituted to act for all pur-

5 poses as the full Board of the Corporation. 

6 (b) CUMULATIVE VOTING.-· The articles of incorpo-

7 -ration of the Corporation shall provide for cumulative vot-

8 ing under section 27(d) of the District of Columbia B~si-

9 ness Corporation Act (D.C. Code, sec. 29-3~7(d)). 

10. SEC. 7. INITIAL CAPITAL. 

11 (a), AUTIIORITY To IssUE COMMON STOCK.-The. 

12 Corporation shall issue shares ·of voting common stock of 

13 no par value at such time within 6 months of its incorpo-

14 ration as shall be designated by the initial Board ofDirec- . 

15 tors, and from time to time thereafter. 

16 (b) SUBSCRIPTION BY SECRETARY.-The Secretary 

17 is authorized and directed to ~bscribe to and purchase, · 

18 in each qf the 5 years following the incorporation of tne 
' '. 

19 Corporation,· voting. common stock of the C~rporation hav-

20 ing an aggregate purchase price of not more than 

21 $20,000,000, subject to availability of appropriations. 

22 (c) SUBSCRIPTION BY AsSbCIATION.-The Federal 

23 National Mortgage Association is authorized to subscribe 

24 to and purchase during the 5 years following the incorpo-

25 ration of the Corporation voting conunon. stock of the Cor~ 

Marctl17, 1998 (10:56 a.m.) 
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1 poration . having an aggregate purchase . pnce of 

2 $25,000,000 or more . 

. 3 .. (d). A.:'\fNUAL ISSUANCE.-· The Corporation is author-

4 ized to offer for subscription and purchase to the general 

5 public during the 5 years following the· incorporation of 
' ' 

6 the Corporation, ·voting common sto.ck having an aggre~ 

7 gate purchase price of $125,000,000. 

8 SEC. 8. ISSUE OF NONVOTING STOCK AND DEBT TO THE 

9 PUBLIC. 

10 The. Corporation may issue; without ·limitation as to 

11 . amount or restriction as to ownership, such nonvoting 

12 common, preferred, and preference. stock,· debt, and such 

13 other securities and obligations, in such amounts, at such 

14 times, and having such terms and conditions as may be 

15 deemed necessary or appropriate by its Board of Direc-

16 tors. 

17 SEC. 9 •. OBLIGATIONS NOT FEDERALLY GUARANTEED; NO. 

18 FEDERAL PRIORITY. 

19 No obligation which is· insured, guaranteed, or other-

20 wise backed by the Corporation, shall be deemed to be an 

21 obligation which is guaranteed by the full faith and credit 

22 of the United States. No obligation which is insured, guar-

23 anteed, or otherwise backed by the Corporation shall be 

24 q.eemed to be an obligation which is guaranteed by the 

25 Federal National Mortgage Association. This section shall 

March 11. 1998 (10:58 a.m.) 
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1 not affect the determination of whether such obligation is 

. 2 'guaranteed for purposes of Federal income ta.""<:es. 

3 SEC. 10. AUTHORITY OF SECRETARY TO SELL COMMON 

4 . STOCK; RIGHT OF FIRST REFUSAL. 

5 (a) AUTHORITY To ·SELL.-The Secretary may, at 

6 any time after a date which is 5 years after the date of 

7 · incorporation of the Corporation, sell (in one or more 

8 transactions) the voting common stock of the Corporation 

9 owned by the Secretary. Prior to offering such common 

10 stock for sale to any other person, the Secretary shall offer 

11 such stock to the Federal National Mortgage Association 

12 at the price determined pursuant to subsection (b). Not 

· 13 later than 30 days prior to the sale of.such stock, the Sec-

14 . retary shall advise, in writing, the Committee on Banking, 

15 Housing, and Urban Affairs. of the Senate and the Com-

16 mittee on Banking and Financial Services of the House 
' ' 

17 of Representatives of plans of the Secretary. 

18 (b) PuRCHASE P:RICE.-The price ·at which the se·c-

19 retary may sell the voting common stock of the Corpora-

20 tion unf:ier subsection (a) shall be the market value of such 

21 shares as determined by tl;te Secretary, on the basis of ari 

22 independent appraisal, but .shall not be less than·the value 

23 of such shares as shown on the books of account of the 

24 Corporation as of the ·date of closing of such purchas~. 

Man:h 17, 1998 (10:56 a.m.) 
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1 In no event shall the purchase price be less than the origi-

2 nal issuance price. 

3 (c) RIGHT OF FIRST REFUSAL 1'0 ASSOCIATION.-

4 Until such time as the Federal National Mortgage Asso-

5 ciation acquires all of the voting common stock owned by 

6 the Secretary, the Federal National Mortgage Association 

7 shall have . the right to purchase all, or any lesser portion 

8 it shall select, of each of· the issues of equity securities 

9 or other securities convertible into equity of the Corpora-

l 0 tion as the Corporation may issue from time to time, on 

11 the same terms· and conditions as such securities are to 

12 be offered to other persons. 

13 (d) AUTHORITY OF AsSOCIATION WITH RESPECT TO 

14 CORPORATION.-The Federal National Mortgage Associa-

15 tion is authorized and empowered to purchase stock and 

16 to carry out such other activities as are necessary and ap-

17 propriate for carrying out the Association's obligations 

18 and responsibilities with respect to the Corporation. The. 

19. Federal National Mortgage Association is also authorized 

20 to enter into such other transactions with the Corporation, 

21 including the acquisition of securities and obligations of 

22 the Corporation referred to in this section and sections 

23 7 and s; and -arrangements for the provision of inanage-

24 ment and othe!' servic~s to the Corporation, as shall be 

Maret\ 17, 1998 (10:56 a.m.) 
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· 1 approved by the Federal National Mortgage Association 

2 and the Corporation. 

3 SEC. 11. USE OF STOCK SALE PROCEEDS. 

4 The proceeds received by the Secretary upon the sale 

5 of any shares of the Corporation to the Federal National 

6 Mortgage Association or any other person shall be depos-

7 ited in the general fund of the Treasury. 

8 SEC. 12. AUDITS; REPORTS TO THE PRESIDENT AND THE 

9 CONGRESS. 

10 (a) AccOUNTING.-The books of account of the Cor-

11 poration shall be maintained in accordance with generally 

12 accepted accounting principles and shall be subject to an 

13 annual audit by an independent public accountant. 

14 (b) REPORTS.-The Corporation shall transmit to the 

15 President and the Congress, annually and at such other 

16 times as it deems desirable,· a report of its operations and 

17 activities under this Act, which annual report shall include 

18 a copy of the Corporation's financial statements and the 

19 opinion with respect thereto prepared by the independent 

20 public accountant reViewing such statements and a copy 

21 of any report made on an audit conducted under sub-

. 22 section (a). The annual reports shall include such infonna-

23 tion and other evidence as is necessary to demonstrate 

24 that the Corporation has complied with the requirements 

25 of section 4. 

Mart:h 17, 1998 (10:58 a.m.) 

/ 



F: \M5 \MALONY\MALONY.l18 H.L.C. 

18 
I 

1 (c) APPEARANCE REQUIRED.-Not later than Sep-

2 ternber 30 of each year, the chief executive officer of the 

3 Corporation shall appear before the Committee on Bank-
. I 

4 ing and Financial Services of the House of Representa-

5 tives and the Committee on Finance of the Senate, and 

6 shall present the report required by subsection (b). 

7 SEC. 13. DEFINITIONS. 

8 For purposes of this Act: 

9 (1) CHILD CARE AND DEVELOPMENT FACILI'" 

10 TIES PURPOSE.-& used in this section, a "child 

11 care and development facilities purpose'' includes 

12 any activity (including activities related to· the pay-

13 ment of financing or transaction costs) relating to 

14 the construction, reconstruction, renovation, acquisi-

15 tion, or purchase o£-

16 (A) facilities for tlte care and development . 

17 of children less than 12 years of age, excluding 

18 facilities for school-age children primarily for 

19 use during normal school hours and including 

20 facilities for training individuals to proVide child 

21 care and development services; 

22 (B) any underlying real. property or anyin-

23 terest therein; 

March 17, t998 (10:56 a.m.) 
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1 (C) furniture, fixtures, and equiP,ment to 

2 be used in connection with any facilities de-. 

3 scribed in subparagraph (A); and 

4 (D) instructional equipment and ·research 

5 instrumentation including site preparation for 

6 such equipm~nt and instrumentation. 

7 (2) CHILD CARE AND DEVELOPMENT FACIL-

8 ITY.-The term "child care and development facil-

9 lty" does not include a facility or institution of any 

10 agen~y of the United States. 

11 (3) CONSTRUCTION.-(A) The tenn "construe-

12 tion" means-

13 (i) erection of new or expansion of existing 

14 struc~ures,. and. the acquisition ang installation 

15 of initial equipment therefor; 

16 (ii) acquisition of existing structures not 

17 owned by the child care provider involved; or 

18 (iii).~· combination of either of the fore-

·19 gomg. 

20 (B) For the purpose of subparagraph (A)-

21 (i) the term "equipment" includes, ·in addi-

22 tion to machinery, utilities, and built-in equip-

23 ment and any necessary enclosures or struc-

24 tures to house them, all other items necessary 

25 for the ·functioning of a particular facility as an 

March 17, 1998 (10:56a.m.) 
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1 child care and development facility, including 

2 · necessary furniture, but not including books, 

3 cuiTicular, and program materials,· and items of 

4 current and operating expense such as supplies 

5 and the like; 

6 (ii) the term "initial equipment" means 

7 equipment acquired and installed in connection 

8 with construction; and 

9 (iii) the terms "equipment'', "initial equip-

10 ment77
, and "built-in equipment", shall be more 

11 particularly defined by the Secretary by regula- . 

12 tion. 

13 ( 4) MA!NTENANCE.-·The term "maintenance", 

·14 with respect to instructional and research eqUipment 
/ 

15 · obtained with funding under this title, shall mean 

, 16 · the _care necessary to the .optimal functioning of such 

17 equipment. With respect to the equipment and struc-

18 . tural changes related. to obtaining and sustaining tne 

· 19 . necessary environment (ventilation, etc.) for proper 

20 functioning of instructional and research equipment, 

21 ''maintenance" shall mean that portion of care above 

22 and beyond normal overhead costs. 

23 (5) RECONSTRUCTION OR· RENOVATION.-The 

24 term "reconstruction· or renovation" means rehabili-

25 tation, alteration, co·nversioit~ or improvement (in.: 

March 11, 1998 (10:58 a.m.) 
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I eluding the acquisition and installation of initial 

2 equipme-nt, or modernization or replacement of such. 

3 equipment) of existing structures. For the purpose 

4 · of the preceding sentence--

S (A) the term "equipment" includes, in ad-

6 dition to machinery, utilities, and built-in equip.:. 

7 ment . and any ne_cessary enclosures or struc-

8 tutes ·to house them, all other items necessary 

9 for the functioning of a particular facility as an 

10 child care and development facility, including 

11 nec_essary fu.rnituret but not including books, 

12 curricular, and program ~aterials, and items of 

13 clliTent and operating expense such as fuel, _ 

14 . supplies, and the like; 
/ . 

15 . (B) the term: · "initial equipment'' means 

16 . equipment acquired ·and installed either in con-

17 nection with construction as defined in para~ 

18 graph ( 3 )(A), or as part of the rehabilitation, 

19 alteration, conversion, or improvement of an ex-
20 isting structure, which structure would other-· 

21 wise not be adequate for· use as an child care 

22 and dev~lopll?-ent facility; 

23 (C) the terms "equipment", ~'initial equip-

24 ment", and "built..:in- equipment" shall be more 
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