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AMEND CONSOLIDATED FARM AND RURAL
DEVELOPMENT ACT

WEDNESDAY, APRIL 23, 1975

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON CONSERVATION AND CREDIT

OF THE 'COMMITTEE ON AGRICULTURE,
Washington, D.C.

The subcommittee met at 10 a.m.
' 

pursuant to notice, in room 1301,Longworth House Office Building, Hon. Bob Bergland (chairman ofthe subcommittee) presiding.
Present: Representatives Poage, de la Garza, Bergland, Richmond,Baldus
' 

Hightower, Bedell, English, Madigan, and Jeffords.
Staff present: Robert M: Bor, counsel; John Hogan, associate coun-sel; Fowler C. West, staff director; Steve Allen an Steve Pringle,staff consultants; Robert Palmer, staff consultant, Subcommittee onDepartment Operations, Investigations and Oversight; L. T. Easley,press assistant; Perry Shaw and Mary Jarratt, staff assistants.Mr. BERGLAND. The Subcommittee on Conservation and Credit willcome to order. We are here today to consider S. 555 and related Housebills dealing with amendments to the emergency loan program of theFarmers Home Administration within the Department of Agriculture.[S. 555 follows:]

[S. 555, 94th Cong., 1st sess.]
.A BILL To amend the Consolidated Farm and Rural Development Act

Be it enacted by the Senate and House of Representatives of the United Statesof America in Congress assembled, That the Consolidated Farm and Rural Devel-opment Act (the Act) is amended as follows:
SEC. 2. Subsection (a) of section 321 of the Act is amended to read: "The Secre-tary may designate any area in the United States, Puerto Rico, and the VirginIslands as an emergency area if he finds that a natural disaster has occurredIn said area which substantially affected farming, ranching, or oyster producingoperations.".
SEC. 3. Subsection (b) of section 321 of the Act is amended as follows: In thefirst sentence after the words "major disaster" insert "or emergency" and deleteeverything after the first sentence, strike the period, and insert: "and are unableto obtain sufficient credit elsewhere to finance their actual needs at reasonablerates and terms, taking into consideration prevailing private and cooperativerates and terms in the community in or near which the applicant resides forloans for similar purposes and periods of time.".
SEC. 4. Section 322 of the Act is amended to read: "Loans may be made under,this subtitle for any of the purposes authorized for loans under subtitle A or 11of this title, as well as for crop changes deemed desirable as a result of changesin market demand since the occurrence of the natural disaster: Provided, Thatsuch loans may include, but are not limited to, the amount of the actual losssustained as a result of said disaster.".
SEC. 5. Section 324 of the Act is amended to read: "Loans made or insured.under this Act shall be (1) at a rate of interest not in excess of 5 per centum perannum on loans up to the amount of the actual loss caused by the disaster, and

(1)
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(2) for any loans or portions of loans in excess of that amount
, the interest rate

will be that prevailing in the private market for similar 
loans, as determined

by the Secretary. All such loans shall be repayable at such
 times as the Secre-

tary may determine, taking into account the purposes of the lo
an and the nature

and effect of the disaster, but not later than provided for l
oans for similar pur-

poses under subtitles A and B of this title, and upon the full
 personal liability

of the borrower and upon the best security available, as th
e Secretary may pre-

scribe: Provided, That the security is adequate to assure 
repayment of the

loan.".
SEC. 6. Section 325 of the Act is amended to read as fo

llows: "The Secretary

may delegate authority to any State director of the Fa
rmers Home Admin-

istration to make emergency loans in any area within a 
State of the United

States, Puerto Rico, or the Virgin Islands on the same terms 
and conditions set

out in section 321 (a) without any formal area designati
on being made: Pro-

vided, That the State director finds an emergency has s
ubstantially affected

twenty-five or less farming, ranching, or oyster producing 
operations in the

area.".
SEC. 7. At the end of subtitle C of the Act, add a new section 329 

stating: "An

applicant seeking financial assistance based on production losses m
ust show that

the farming, ranching, or oyster producing operation has sustained
 at least a

20 per centum loss of normal per acre or per animal production as
 a result of

the natural disaster.".
SEC. 8. At the end of subtitle C of the Act, add a new section 330A

 stating:

"Subsequent emergency loans, to continue the farming, ranching, or
 oyster pro-

ducing operation may be made on an annual basis, for not to exceed five addi-
tional years, to farmers, ranchers, or oyster producers, at the prevailing

 rate of

interest in the private market for similar loans as determined by the Se
cretary,

when the financial situation of the said farming, ranching, or oyster 
producing

operation has not improved sufficiently to permit it to obtain such financing 
from

other sources.".
SEC. 9. At the end of subtitle C of the Act, add a new section 330B statin

g:

"In the administration of the emergency loan program pursuant to subtitle C

of the Act, the 'Secretary may utilize any funds available, including the Agri
-

cultural Credit Insurance Fund, to pay for such administrative expenses no
t

withstanding any limitations imposed for budgetary reasons.".

Mr. 13ERGLAND. We have on the agenda this morning Secretary Wil-
liam Erwin, and his associate, Mr. Bostic, and two Members of
Congress.
At this time I would like to call on the Honorable David Bowen, a

member of the House Committee on Agriculture, from Mississippi,
and a distinguished member, may I add, who has taken a keen interest
in this matter of rural credit. He is the author of a bill which is nearly
identical to S. 555.
At this time, Mr. Bowen, we would be pleased to hear from you.

STATEMENT OF HON. DAVID R. BOWEN, A REPRESENTATIVE IN

CONGRESS FROM THE STATE OF MISSISSIPPI

Mr. BOWEN. Mr. Chairman, I appreciate the opportunity that you
have given me to present testimony in support of S. 555, which would
amend the Consolidated Farm and Rural Development Act to make
the Farmers Home Administration more responsive to the needs of
farmers who suffer natural disasters.
S. 555, as originally introduced in the Senate by both Senators

from my State and others, is the same bill that I placed in the hopper
of the House of Representatives on the same day. This bill as reported
by the Senate Committee on Agriculture and Forestry and passed by
the Senate on March 26 has been slightly amended. The Senate com-
mittee adopted seven amendments to the bill, five of which were tech-
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nical in nature. Other than these amendments, which I support, this
proposed legislation is the same as my bill, H.R. 2866.
Several of my colleagues have joined me in sponsorship of this

legislative measure. I respectfully request that the names of the spon-
sors be included in the record of hearings: Mr. Bedell, Mr. Brown of
California, Mr. Cochran, Mr. Davis, Mr. Dodd, Mr. Gilman, Mr. Hub-
bard, Mr. Jenrette, Mr. Jones of North Carolina, Mr. McCormack,
Mr. Montgomery, Mr. Murtha, Mr. Perkins, Mr. Pressler, Mr. Simon,
Mr. Steiger of Wisconsin, Mr. Traxler, Mr. Waggonner, and Mr.
Yatron. I am pleased that one of the distinguished members of this sub-
committee, Berkley Bedell, is among the sponsors.
As you know, bad weather had a devastating impact on crop pro-

duction in a number of States last year. Conditions proved much worse
than had been anticipated, with the result that many farmers have
encountered formidable difficulties in • obtaining financing. In such
cases of extreme hardship Farmers Home Administration programs
are simply inadequate, and S. 555 and my companion bill seek to bring
the needed relief. I would like to discuss briefly with you some of the
highlights of this proposed legislation.
The Consolidated Farm and Rural Development Act now requires

the Secretary of Agriculture to find in each county that a general
need for agricultural credit exists before he can designate the county.
S. 555 and my companion bill would eliminate that requirement and
would permit the Secretary to make the designation if he finds that a
natural disaster substantially affected farming, ranching or oyster
production operations. This simplifies the designation process and
will permit quicker designations and faster service to those affected.
This bill also deals with a problem which has been a thorn in the

side of farmers for a long time. As you know, when the President
makes an emergency declaration, the Small Business Administration
is automatically "triggered" to make loans to business establishments
and to assist owners of private homes in the cities and towns. How-
ever, a separate designation is required in order for Farmers Home to
be "triggered" to provide services to people in rural areas. This matter
has been rectified in section 3 by inserting "or emergency" following
"major disaster."

Another important feature of the bill provides that the Secretary
of Agriculture may delegate authority to any State director of the
Farmers Home Administration to make emergency loans in any area
without any formal designation being made, provided that the State
director finds an emergency has substantially affected 25 or less farm
operators in the area.
Now I would like to get into the heart of the bill. Under existing

law emergency loans are only made for actual losses and must be ade-
quately secured to protect the Government. It is recognized that many
farmers, ranchers, and oyster planters who have suffered losses from a
natural disaster will not be able to continue their operations because
they have also suffered substantial economic injury as a result of such
disaster. The extra burden of debts incurred because of actual losses
makes credit from normal agricultural sources in many cases difficult
to obtain or it is not available at all.
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Specifically, private sources of credit usually require large equities
and down payments which in some instances are held in the bank until
the installment comes due in the fall. Furthermore, many private
credit sources will only finance about 60 percent of the present market
value of the security. Therefore, emergency loans are also needed for
agricultural production during a recovery period following a disaster.
This bill provides that a production or operating loan could be ex-

tended at commercial rates by Farmers Home Administration pro-
vided that conventional credit is not available after the 5 percent dis-
aster loan is made. These loans could be made to all farmers who quali-
fied on an annual basis and could be remade annually up to 5 years.
This provision will enable farmers to recover sufficiently to return to
their normal sources of credit.
Under the provisions of the bill a farmer would be enabled to obtain

credit and change his crop or livestock operation to produce for mar-
ket demand. Many need financing to change their operations because
of economic conditions to permit them to continue to operate and over-
come the financial difficulties encountered by the natural disaster. Sec-
tion 4 of the bill provides authority to finance crop changes considered
desirable because of changes in market demand that might develop
following a disaster.
A significant number of farmers are unable to obtain the credit they

need from conventional sources to recover from the disaster. The re-
quirements in the bill that loans may be made only to disaster victims
unable to obtain credit from other sources, coupled with the interest
rate prevailing in the private market for similar loans for annual
operating expense and financing changes in the operation, will over-
come many of the difficulties now encountered by applicants in ob-
taining loans. Also the making of loans nearer the market value of
the existing security and giving some value consideration to crops
financed with the loans should provide adequate security for emer-
gency loans.
A question that is surely uppermost in your minds is: What will be

the cost of these proposed changes? The departmental report addresses
itself to that issue, and I would like to quote the appropriate para-
graph from that report:

Actual cost of these proposed legislative changes is unknown because the
frequency and severity of natural disasters are unpredictable. However, based on
experience with an emergency loan program involving a "credit test" for eligi-
bility and loans to permit farmers to continue in business, we believe the average
loan will increase in amount, but that the total number of loans will decrease
substantially because of the test for credit. This will result in a lower volume
loan program serving only those disaster victims who are unable to obtain pri-
vate credit needed to continue their operations.

I am very pleased that the Department of Agriculture has taken Et
favorable position on this legislation. And I feel that it will, by cor-
recting and improving some of the language of present statute law
and, at the same time, introducing new concepts to make it possible for
farmers to finance their upcoming crop needs, contribute substantially
to meeting the food and fiber needs of the Nation as well as serving
America's role in terms of exporting agricultural products to the rest
of the world.
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I think, Mr. Chairman, that you do have before you a letter which
was just delivered to you by the ranking Democratic member of the
Senate Agriculture Committee and the President, pro tem, my col-
league from the State of Mississippi, Senator Eastland. I would sim-
ply like to call your attention to one particular section of that letter
from Senator Eastland, who is the man most responsible for the initia-
tion of this legislation. On page 3, there was an oversight which I
would like to mention here, if I might be permitted to read a section
from i e. It says:
When I requested the drafting assistance of the Department, it was my under-

standing that the bill would deal with the current problem as well as those that
occur after passage. I have now been informed that the language of the bill is
such that it would only deal with disasters occurring after its becoming law. In
order to obtain my original objective of both current relief and tools for future
use, I have consulted with the Senate Agriculture Committee staff, and they,
with the General Counsels Office in the Department of Agriculture, in the draft-
ing of an amendment that would clarify the situation. This clarification can be
accomplished by adding at the end of the bill a new section as follows: * * *.

And that section is quoted there. The committee might want to work
its will on that language if it is not precisely suited to your needs as
you see it. But the main upshot of that is that language is needed to
make the provisions of this legislation applicable to those who suf-
fered disasters during the past crop year.
There are a great many American farmers who have been sorely

injured by disasters of the past crop year. They are having great diffi-
culty at this very moment in borrowing money to make a crop. Many
of them are still in a position to go out and try to borrow that money.
I am not sure when planting time is in the Midwest, but in our part
of the country in terms of soybeans planting can take place into June
or July. Cotton is still being planted. There are a number of people
who are making decisions right now who have not planted cotton. Of
course they are hopefully awaiting the signature of President Ford
on that farm bill. But failing that, and failing our ability to over-
ride that veto, the only hope they would have would be through this
legislation to be able to provide them with some kind of security and
some basis of borrowing money to make a crop this year.
So it would be greatly needed that the committee place in the lan-

guage of the bill something applying to those who have suffered a
disaster in their 1974 crop. There needs to be something appropriate
to that situation, such as saying that it is applicable to all disasters
occurring on or after April 1,1974.
It was, as you note int hat letter, an oversight, an error on the part

of the drafters of the legislation. As it stands, it will pass without such
language and would only be applicable to disasters occurring after
enactment of the legislation.
I would at this point conclude my remarks and just say that I hope

the subcommittee will see fit to report, this to the full committee and
that we in turn, on the full committee to he House will enact this vital
piece of credit legislation as rapidly as possible.
We look forward to working with the Farmers Home Administra-

tion in the implementation of this, and do appreciate their cooperation.
I am sure we look forward to hearing their comments on the legisla-
tion. Thank you, Mr. Chairman.

53-017-75-2
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Mr. BERGLAND. Thank you, Mr. Bowen. Are there any questions of
our colleague ?
We appreciate very much your contribution to this effort, and you

can be assured that the subcommittee will move as expeditiously as
possible.
Mr. BOWEN. Thank you. Mr. Chairman, I will stay for a while in

order to answer any questions that may come up at a later point.
Mr. BERGLAND. Our next witness will be the Honorable Ben Gilman,

a Member of Congress from the State of New York. Mr. Gildian, we
are delighted to have you. You may proceed, sir.

STATEMENT OF HON. BENJAMIN A. GILMAN, A REPRESENTATIVE

IN CONGRESS FROM THE STATE OF NEW YORK

Mr. OILMAN. Thank you, Mr. Chairman.
Mr. Chairman and members of the subcommittee, I thank you for

considering this highly important legislation, and commend the com-
mittee for expeditiously considering this vitally needed legislation.
I also welcome the opportunity to appear before you today on behalf

of my bill, H.R. 1854, and other similar bills under consideration.
This legislation is essential because of the critical, intolerable .situ-

ation confronting the muckland farmers not only in my congressional
district, but farmers throughout the nation.
Orange County, in the 26th Congressional District of New York,

includes an intensive vegetable growing agricultural industry nor-
mally producing nearly 8,000 acres of onions, 1,800 acres of lettuce,
1,200 acres of celery and 2,500 acres of sod. Most of the production is
on less than 100 family owned and family managed farm operations
normally funded with long-term and short-term credit provided by
banks, the PCA, the Federal Land Bank, and farm suppliers.
The nature of this farming requires high levels of short-term annual

credit for most operators with acreage crop investments reliably esti-
mated to range from $1,600 per acre for our main onion storage crop
to $3,000, more or less, per acre for celery. Area agri-business suppliers
formerly supplied seasonal credit for most suppliers. However, this has
now been limited to 30-day credit.
In brief, we have an intensive farming industry made up of family

operated vegetable farms that have a broad impact on the economy of
the area requiring high levels of financing. Our farm produce moves
to a broad market over the entire east coast, concentrated mostly
between Norfolk, Va., and Boston, Mass.
Hurricane Agnes in June of 1972 dealt a crippling blow to this

industry—from which they never fully recovered—with most of the
anticipated production lost in the fields.
In the winter of the 1972-73 year growers were urged to apply to

the Small Business Administration for emergency loans that would
provide low-interest, long-term (20 to 30 year) loans covering the
economic disaster loss of the farm business. However, following exten-
sive paperwork preparatory to loan approvals, the farm applicants
were informed that the Small Business Administration had no juris-
diction for farm disaster loans. Thereafter, in the spring of 1973,
FmHA took over the farm loan applications from the Small Business
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Administration, treating them as operating loans under the emergency
program, at 1 percent interest rates for 1 year, with the understanding
that additional operating loans could be arranged, year-to-year for a
5-year period.
This intensive vegetable industry suffered another—this time unde-

clared—severe disaster to the 1973 onion crop due to the season-long
adverse weather resulting in poorer crop yields than the prior year
( attested to by the USDA Crop Reporting Service) . Thus the Orange
County growers lost the opportunity again in 1973 to recover from
their 1972 disaster.

Because of the additional 1973 crop disaster, applications were made
to renew and extend operating loans for the 1974 crop year. However,
due to policy changes based upon an internal legal opinion of the
U.S. Department of Agriculture's Office of General Counsel who inter-
preted Public Law 93-237 adversely to the interests of the vegetable
growers and all others who had outstanding loans, these applications
were renewed for 1 year only.
The 1974 onion crop resulted in production of a large crop, but with

resultant low prices. An estimated 70 percent of our area onion crop
was moved at $2.75 to $3 per hundred weight, which returned only
about two-thirds of the estimated costs—thus our vegetable industry
lost yet another opportunity to recover from the severe 1972 disaster.
Presently, Orange County, N.Y., has over 10 percent unemployment.

Family owned and operated farms, representing about 50 percent of
the vegetable industry acreage, and 80 percent of the hired worker
jobs are in desperate financial straits as they seek to arrange funding
for the 1975 crop year. Due to their inability to recover from the 1972
losses, these farms have all of their available security committed
through existing loans to banks, to the PCA, to the Federal Land Bank,
and FmHA. Accordingly, no collateral is available for additional
private credit.
The measure I have introduced, H.R. 1854, which is before the

committee
' 

provides long-term refinancing and short-term produc-
tion loans to farmers who are confronted with substantial real estate
and chattel indebtedness as a result of any natural disaster.

Current FmHA regulations bar long-term financing where a
farmer's real estate indebtedness exceeds $300,000. Considering today's
high land values, it is obvious that any fair-sized farm is likely to
sustain damage and destruction far in excess of $300,000 in a natural
disaster. To correct this ill-conceived, arbitrary, self-imposed limita-
tion, which prevents larger farms from securing adequate long-term
disaster financing, H.R. 1854 provides financial assistance to producers
of agricultural commodities for the express purpose of permitting
them to obtain short-term production loans and to repay natural dis-
aster loans over a long period rather than sustaining the burden of
short-term financing at a time when their operations have been cur-
tailed.

Specifically, H.R. 1854 provides long-term financing up to a maxi-
mum of $5 million. The proposed period of repayment is 7 years for
any loan secured by an interest in personal property, and 40 years for
any loan secured by an interest in real property. The bill further
authorizes 1 year crop production loans with interest rates not exceed-
ing 5 percent.
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The bill also spells out that it is the intent of Congress, in providing
this financial assistance, that the Secretary of Agriculture give highest
priority to making it possible for a farmer to continue his opera-
tions as long as there is a reasonably good chance to recover from his
indebtedness and that secondary consideration be given to the secu-
rity of collateral available for any loans made under this act.
Mr. Chairman, while my district has particular need for this type

of relief, this legislation addresses itself to a nationwide problem.
pared by the Department of Agriculture for those congressional
districts which have suffered natural disasters, and which required
assistance in the form of emergency loans.
Mr. BERGLAND. Without objection, the survey will be made a part

of the record.
[The material referred to follows:]

NUMBER OF COUNTIES HAVING EMERGENCY LOANS—FISCAL YEAR 1972

State
Congressional

District
Number of
Counties State

Congressional
District

Number of
Counties

Wisconsin 3 1 Oklahoma 1 2
Arkansas 1 18 2 4

2 3 3 20
3 11 4 9
4 10 6 24

Illinois 15 2 Texas 1 4
22 1 2 2

Louisiana 3 6 4 5
4 3 6 8
5
6

12
2

7
8

1
1

7 9 9 2
8 14 10 11

Minnesota 1 1 11 9
2 1 12 1
6 1 13 34
7 13 14 8
8 1 15 10

North Dakota 1 7 16 2
Indiana 2 1 17 27

5 1 18 1
6 1 19 17
7 5 21 15
8 3 22 1
9 2 23 17
10 1 24 3

Iowa 2 1 South Dakota 1 6
3 3 2 2
5 2 Missouri 4 12
6 1 6 12

Kansas 1 18 7 1
2 7 8 13
3 1 9 7
5 17 10 9

Nebraska 1 5
3 5

Mr. GILMAN. Efforts administratively to resolve the financial dilem-
ma faced by the farmers in my district have been to no avail. I met
just this morning with Secretary Butz and brought this to his atten-
tion. Hopefully, there will be some further consideration. But it may
not be in time to save this crop year. My constituents contend that with-
out swift action by the Congress, many of the large family farms in
Orange County will go bankrupt.
This will be substantiated by representatives of Orange County

growers who will be appearing before this subcommittee tomorrow to
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testify on the plight of the vegetable industry in Orange County andtheir urgent need for some form of relief if they are to survive.
I have had the opportunity to review S. 555 and its companion bill,H.R. 5506, both of which I wholeheartedly support. But, I do notbelieve that either of them goes far enough. To correct this, I pro-pose two specific amendments to S. 555.
On page 5, immediately after line 3 of S. 555, I would add thefollowing language:
"Sec. 10. The amendments made by sections 4 and 8 of this act shallapply for the benefit of any individual or private domestic corpora-tion or partnership which has received a loan under subtitle C of the

Consolidated Farm and Rural Development Act after June 1, 1972."The purpose of this amendment would make S. 555 retroactive toinclude all loan recipients from June 1, 1972 who would qualify other-
wise under the provisions of sections 4 and 8 of S. 555.
Second, on page 4, line 11, and page 4, line 16, immediately after the

word "ranchers" I would add this language: "private domestic corpo-
rations or partnerships".
It is not obvious from the face of S. 555 why this language was

excluded, since the identical language is contained in section 321 of
the same act. By omitting this language, it is conceivable that the De-
partment of Agriculture could exclude large family farm operations
from the benefits of this bill, since the bill doesn't specifically provide
for agricultural corporations and partnership.
In closing, Mr. Chairman, I urge this committee to act with utmost

dispatch, for without the swift enactment of some form of remedial
legislation, I fear for the vitality of the farming industry in my dis-
trict and probably in other regions of the country as well.
Mr. Chairman, I also request permission to submit at this point for

the record a statement by one of our vegetable growers, Harold Utter,
of the Gratz & Utter Farm, of Goshen, N.Y. He will not be available
to testify tomorrow.
Mr. BERGLAND. Without objection, your constituent's statement will

appear in the record as prepared.
( See p. 10.)
Mr. GILMAN. I would like to add just one more thought, Mr.

Chairman.
The Congress and the administration have at all times attempted tohelp preserve farming in our country. Farmers have not had availableto them the same type of disaster relief that is available to businessmenin this country—especially large farmers.
Large businesses have available long-term financing at low-interestrates which helps them survive a natural disaster. This is not availableto farmers in our country whose farms are worth more than $300,000.I submit that it is not the intention of Congress nor the administra-tion to treat farmers as second-class citizens. I urge the committee totry to help us correct this inequity in the law.
Thank you, Mr. Chairman.
Mr. BERGLAND. Thank you, Mr. Gilman. Are there any questions ofour colleague from New York?
If not, we appreciate your coming here this morning, Mr. Gilman.Your recommendations will be given very serious consideration.
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STATEMENT OF HAROLD UTTER, GRATE & UTTER, GOSHEN, 
N./.

Mr. Chairman: My name is Harold Utter, a 700 acre 
vegetable grower from

Goshen in Orange County, N.Y.
It is with pleasure that I appear before this sub-committee

 to testify about the

emergency farm loan bill HR-1854.
Our rich vegetable farming valley of nearly 11,000 acres had

 crops severely

damaged by 1972 rainfall resulting in a federally declared disa
ster area. Unusu-

ally wet weather in 1973 resulted in production of even poore
r crops than 1972

according to the USDA Statistical Reporting Service. The 1974
 crop season

resulted in production of generally good yielding crops however 
farm prices for

the crops were generallylow. Thus our intensive farming area 
has not been able

to recover from the effects of the 1972 disaster due to 3 successive
 bad years, in

terms of net farm income.
The present situation finds our larger family owned and operated f

arms to be

in a most difficult situation in trying to arrange operating capital 
to finance the

1975 crop year which has already started. This represents about 5,000
 acres of

vegetable farm land.
In the winter of 1972-73 we found that Fm & HA was not prepared to exte

nd

emergincy funding, on a realistic way, to our large, viable family farms. S
mall

Business Administration offered realistic emergency loans to our larger farms
.

After final SBA approval by Administrator Kleppe these SBA loans were 
sum-

marily canceled and dumped back on Fm & HA. We were finally extended annual

emergency operating loans to meet our needs but with little realistic refinancing

money to meet disaster incurred indebtedness. It had been long standing Fm &

HA policy to extend annual emergency operating loans for up to 5 years to farms

reasonably expected to recover.
After enactment of PL 93-237 in Jan. 1974 USDA ruled no operating loans

would be made after the 1974 crop season.
We find ourselves facing a 1975 crop year with a severe operating capital prob-

lem particularly for the large family farm. USDA policy of renewal of emergency

annual crop loans was suddenly reversed and the effect made retroactive to pro-

grams already in progress. Review of this USDA action by the Congressional

Research Service of the Library of Congress indicates this action was not man-

dated by PL 93-237 and the effect is opposite, in restricting farm emergency

loans, to the Congressional intent of this new law.
The need for Congress to develop effective emergency farm loan legislation

that will allow larger size family owned and operated farms to qualify is
apparent.
We urgently need legislation that provides for long term, low interest emer-

gency refinancing loans to repay disaster incurred indebtedness. We need provi-

sion for annual emergency crop loans at low interest rates to insure ability to
replant crops in the season ahead. This crop loan should include provision for
subsequent annual emergency operating loans for up to 5 years, if required, for a
farm with a reasonable chance to recover. Keeping a good farmer in business
should be of primary importance.
Emergency legislation should place primary qualifying emphasis on the ability

of the farm management and farm resources available with secondary considera-
tion of the security available for loans.
Maximum indebtedness limits for emergency lending should be set high enough

to include our viable, larger sized family owned and operated farms.
Bill HR 1854 includes these basic features with the provision that it be retro-

active to June 1, 1972.
Bill S 555 also addresses the need for refinancing and annual operating loans

in disaster or emergency situations.
I would urge that Sec. 4 of S 555 be amended to make it retroactive to June 1,

1972. I would further urge that Sec. 8 be amended to limit the interest rate to
5% and that the section be made retroactive to June 1, 1972.
I believe that our viable, large sized family owned and operated farms have

been largely excluded from meaningful emergency loan eligibility in the past.
These farms are the ones that produce most of our food in this country. It is
essential that this need be recognized by our Congress and provided for thru the
creation of an effective emergency farm loan program retroactive to June 1, 1972.

Mr. BERGLAND. At this time we will hear from the Honorable Wil-
liam Erwin, the Assistant Secretary of Agriculture for Rural
Development.
Mr. Secretary, would you introduce your associates for the record.
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STATEMENT OF WILLIAM ERWIN, ASSISTANT SECRETARY FOR
RURAL DEVELOPMENT, U.S. DEPARTMENT OF AGRICULTURE

Mr. ERWIN. Thank you, Mr. Chairman. On my left is Dr. James
Bostic, Deputy Assistant Secretary; on my right is Mr. Frank Elliott,
Administrator of the Farmers Home Administration. We have several
technical people with us: Mr. Ray Hastings, Director of the Budget
and Finance Division of FCIC ; Gene Gautz, Program Specialist,
Contract Services Division, FCIC ; Mr. Robert Hanson, Director,
Program Operations Division, ASCS ; James Vermeer, Assistant
Director of Commodity Economics Division ERS. We have two rep-
resentatives of the General Counsel's Office, Air. L. Guniot and Richard
Fowler. Also Mr. Hansen and Mr. Dickerson of the Farmers Home
Administration are here.
Mr. Chairman and members of the committee, we appreciate the

opportunity to appear before you to discuss proposed legislation
( S. 555 and H.R. 2866) which would make changes in the emergency
loan program administered by the Farmers Home Administration.
The history of the emergency legislation for FmHA has been turbu-

lent and the program has undergone five major changes since 1969.
These changes have been so frequent that it has been difficult for those
affected by a natural disaster to keep abreast of benefits available to
them.
The Administration can support changes in the emergency loan pro-

gram provided that, first, loans would be made only to applicants who
are unable to obtain sufficient credit elsewhere at reasonable rates and
terms; second, the amount of the loan made for actual loss at 5-percent
interest not exceed $100,000; third, in order to qualify for assistance
based on production losses, the applicant must show that a single
enterprise which constitutes a basic part of his farming, ranching or
oyster producing operation has suffered at least a 20-percent loss of
normal per-acre or per-animal production as a result of the natural
disaster; and fourth, no special, more liberal benefits are made avail-
able to some favored disaster victims that would not serve all dis-
aster victims equally. Items two and three, just mentioned, represent
changes in the Department's evaluation of S. 555 since we reported
our views on this legislation.
H.R. 2866 and S. 555 are similar proposals, and since action has been

taken on S. 555, the majority of my remarks will be toward the present
version of that bill.
After the Department commented on S. 555 on March 19, 1975, a

second proviso was added to section 5, and the bill was passed by the
Senate. The Department does not support that addition.
Let me now take the sections in sequence and comment briefly on

each.
Section 2 eliminates the present requirement for designation of an

area for emergency assistance, namely that there be a general need for
agricultural credit as the result of a natural disaster. The change
eliminates the present necessity for polling private lenders to deter-
mine whether adequate credit is available. Under this section the Sec-
retary could designate an area, provided a natural disaster substan-
tially affected farming, ranching, or oyster-producing operations.
This change should simplify the designation process.
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Section 3 requires the Secretary to make loans available in presi-
dentially declared emergency areas and restores a "test for credit" as
an eligibility requirement for each borrower. By making loans only
to disaster victims unable to obtain sufficient credit from other sources
at reasonable rates and terms, this section should direct the emergency
aid to those who most need it. This section is essential to our support
of changes in the emergency loan program.

Section 4 provides authority to finance production changes deemed
desirable as a result of changes in market demand subsequent to the
disaster, and authorizes emergency loans for more than the actual
loss sustained. Both provisions can benefit the disaster victim, and
help him resume his farming operations as an effective producer.

Section 5 retains 5 percent per annum as the maximum interest rate
for emergency loans made for actual loss, and provides that the pre-
vailing market rate for similar loans, as determined by the Secretary,
will apply to the amount of the loan above actual loss. The depart-
ment would like to see this section changed so that the loan made for
actual loss at 5 percent not exceed $100,000. We believe that the pre-
scribed 5-percent interest rate for the portion of the loan that covers
actual loss up to $100,000 is a reasonable subsidy for disaster victims.
Loans for actual loss in excess of $100,000 and loans to finance forward
production would involve no interest subsidy. Since the interest rate
will be one which the Secretary determines to be prevailing in the
private market, it is possible that there will be a stimulation of activity
among private lenders for this portion of the loan, with the FmHA
providing a guarantee. We believe this feature is a desirable one. The
requirement in the section for security continues the present Secre-
tarial policy.

Earlier I referred to a second proviso added to section 5 following
the Department's report. That proviso authorizes the Secretary to
make emergency loans for an operating type purpose for up to 20
years for victims of disasters occurring 'Letween January 1? 1975, and
July 1, 1976, if it is determined that the applicant's financial need as
a result of the disaster justifies a longer payment period than normal,
and if there is adequate security to assure repayment. The Department
opposes this portion of section 5 because the Secretary presently has
adequate flexibility to tailor loan repayment periods to the purpose
of the loan and the nature and the effect of a given natural disaster
upon farmer or rancher. The proposed 20-year period would extend
beyond the useful -life of chattel security, and since many tenant
family farmers do not have real property to offer, these special bene-
fits would not be available to them even if a severe disaster struck.
Setting dates within which eligibility occurs does not provide equal
treatment to all disaster victims, including others who may have had
as severe disruption of their operations as occurred in the specified
18-month period.

Section 6 permits the Secretary to delegate to State Directors of
Farmers Home Administration the authority for making emergency
loans without a formal designation when 25 or less farming, ranching,
or oyster producing operations in an area are affected by a natural dis-
aster. This provision formalizes an existing practice which has made
it possible to reach disaster victims who may be separated from the
main area of damage by a county or State boundary line.
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Section 7 provides guidelines for individual borrowers by requiring
that an applicant for assistance based on a production loss show at
least a 20-percent loss of normal per acre or per animal production as
a result of the disaster. The Department would like to have this sec-
tion changed so that to qualify for assistance based on production
losses the applicant must show that a single enterprise which con-
stitutes a basic part of his farming, ranching or oyster producing
operation has suffered at least a 20-percent loss of normal per acre
or per animal production as a result of the natural disaster. In most
agricultural areas a fluctuation in a basic enterprise of 20 percent or
more is considered abnormal.

Section 8 allows the Secretary to make annual subsequent emergency
loans for up to 5 years when borrowers need the credit to continue their
operation and cannot obtain sufficient financing from other sources at
reasonable rates and terms. The section requires such loans to be made
at the prevailing rate of interest in the private market as determined
by the Secretary. This authority to make subsequent loans will be used
only when the borrower cannot obtain financing from other sources.

Section 9 of the bill adds a new section to the Consolidated Farm
and Rural Development Act confirming present Secretarial authority
to utilize funds from the Agricultural Credit Insurance Fund to pay
for administrative expenses of the emergency loan program.
Based on the experience of Farmers Home Administration with an

emergency loan program that involved a test for credit and with loans
that will permit the farmer to pay for forward agricultural produc-
tion, we believe that the individual loans will be larger than at present,
but that the number of loans will show a substantial decrease. The
effect will be to provide help only to those disaster victims who are
unable to obtain necessary private credit at reasonable rates and terms,
and the credit will be in sufficient amount to help them restore their
operations to pre-disaster condition.
We feel that the changes in the emergency loan program that have

been suggested and recommended in this statement will give us a pro-
gram that will be of benefit to disaster victims.
If there are any question, we will be pleased to respond.
Mr. BERGLAND. Thank you very much, Mr. Secretary. Mr. Elliott or

Mr. Bostic, do you have anything at this time?
Mr. BOSTIC. No, Mr. Chairman.
Mr. BERGLAND. We appreciate very much your testimony and your

constructive criticism of S. 555.
I do have some questions, Mr. Secretary. Under the terms of the

bill, what would the repayment authority be in terms of time?
Mr. ERWIN. The initial period is up in 7, and can be extended 5

years.
Mr. BERGLAND. Will the 5-year renewal options be negotiated after

the first 7 years?
Mr. ERWIN. Yes. That is for the operating-type loans, not for the

real-estate-type loans.
Mr. BERGLAND. We understand. We are concerned with only the

operating loans at this time.
I have a copy of a form, FmHA 441-26, which is the application

form for benefits under the disaster program. This is an actual copy
that was prepared for a constituent in my district. This particular

53-017-75-3
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operator suffered a very substantial loss in the corn enterprise due to
a premature frost. At the same time they were engaged in the pro-
duction of turkeys. In the very complicated formula used, they were
ineligible for a disaster loan even though they suffered an economic
loss in the turkey enterprise, not due to the disaster, but due to the
economic conditions prevailing in the industry at the time.
As I understand S. 555 and companion bills, this will allow you to

separate the enterprises on a farm. So in this instance where the
farmer definitely had a substantial loss as a consequence of the frost
and was ineligible for benefits because of the rather large turkey
enterprise, you would be able to separate these enterprises and make
an emergency loan in that instance, would you not?
Mr. ERWIN. That is correct.
Mr. BERGLAND. I think that is a very important improvement in the

current program. I know there has been a lot of controversy surround-
ing this whole question of disaster loans. You have provided the sub-
committee with some maps and graphs showing the frequency with
which we have had disaster designations over the years. A quick
examination of this indicates that there have been some chronic dis-
aster counties across the United States over the years; that is to say
they are applying for disaster benefits most years. Could you comment
on that?
Mr. ERWIN% We drew up these maps as much as we could prior to

this testimony. We do not have them for all of the States.
It has been apparent as we have observed the emergency loan pro-

gram that there were areas that tend to repeat over and over and over.
I think this gives rise to some things that need to be said. One of
them is: Does the emergency loan program's being available over and
over lead to any allocation of agricultural resources in the areas of
higher risk? I am not really prepared to answer that at this time, but
I think it needs to be looked at.
I think another question that arises is whether repeated subsidized

loans in the areas that over and over are disaster areas becomes an
equitable distribution of tax funds as the individuals become aware
that these are high risk areas because of there being disasters year
after year. I am not really prepared at this time to indicate the an-
swer to that. But I think that these maps are an indication of a chronic
situation in certain areas of the United States.
They are an indication of a need to study the effect of disaster laws

on the agricultural production •and the potential redistribution of
production as a result of emergency loans.
[The maps referred to by Mr. Erwin are held in the subcommittee

file.]
Mr. BERGLAND. Are there any questions to be asked of the Secretary?

I have more, but I don't want to monopolize the time. Mr. Hightower.
Mr. HIGHTOWER. Mr. Secretary, do you think under this bill that a

cattle feeder would qualify? I have been told that under the law in
the past the Administrator has ruled that a cattle feeder is not a bona
fide farmer or rancher.
Mr. BOSTIC. It is our opinion that it doesn't make any difference

whether a cattleman has a thousand head on a 5,000-acre field or a
five-acre field. If he is in the business, he is in the business.
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Mr. ELLIcrrr. Congressman, the ruling I think you are speaking
about is with reference to the current Emergency Livestock Act that
limits us by law to the bona fide rancher and farmer as defined in that
particular law. This particular legislation should take care of the
destruction suffered by a feed lot due to a tornado. He has suffered a
disaster and this law should take care of it if the disaster is so declared.
Mr. HIGHTOWER. The words "bona fide farmer or rancher" did not

appear in this.
Mr. ERWIN. Neither in this nor in your companion House bill.
Mr. HIGHTOWER. I wanted to make sure that we did have some

legislative history on that. But they would not be excluded.
Mr. ELLIorr. No, sir. Under this particular legislation as currently

discussed, if a feed lot operator or owner suffered a disaster, a flood,
a tornado, or otherwise, and it was so declared a disaster, he would be
eligible to apply.
Mr. BERGLAND. Mr. Madigan.
Mr. MADIGAN. Mr. Secretary, have you had an opportunity to review

H.R. 1854, the bill introduced by Representative Gilman, of New
York?
Mr. ERWIN. I have not had a chance to study that in depth. I am

just barely familiar with it.
Mr. MADIGAN. Might I ask that later you submit to the committee

your comments in writing on Mr. Gilman's bill so we would know how
you would feel about it?
Mr. ERWIN. I would be delighted to submit that for the record.
[At the time of printing the material had not been received.]
Mr. MADIGAN. Specifically, in Mr. Gilman's statement, he suggested

two amendments to the bill that you are testifying on. One of his sug-
gestions is that we add, on page 5, a section 10, which would say that
the amendments made by sections 4 and 8 of this act shall apply for
the benefit of any individual or private domestic corporation or
partnership which has received a loan under subtitle C of the Con-
solidated Farm and Rural Development Act after June 1, 1972.
He goes on to describe that the purpose of that amendment would be

to make either of these bills, both of these bills, retroactive, to include
all loan recipients from June 1, 1972, who would otherwise qualify
under ,the provisions of section 4 of the Senate bill. Do you have any
comment on Mr. Gilman's suggested 'amendment?
Mr. ERWIN. Retroactive bills give us a good many administrative

difficulties. This would be very complex to administer. I would prefer
to comment in detail for the record.
Mr. MADIGAN. He also suggested a second amendment which seems

rather simple. On page 4, line 11, immediately after the word
"ranchers", he would like to add the words "private domestic corpora-
tions or partnerships,". That is the Senate bill 555. Do you have any
feeling about that?
Mr. ERWIN. I will give you a general reaction, and that is that we

have great concern about the preservation of the family farm and
about the attention of cattle in agriculture. One of the devices that is
commonly used is the Subchapter S corporation in which you have a
situation where there are three brothers raised on the farm and two
move to town. They take an interest in the family partnership and the
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third brother farms the farm. It would seem to me that it would be in

the best interest of agriculture to see that type of family farm receives
the same consideration that any other kind of farm recives.

• Mr. MADIGAN. Thank you. I have no further questions.
Mr. BERGLAND. Mr. Baldus.
Mr. BALDUS. Mr. Secretary, I am interested in the remarks you had

on dependency. I have had a chance to look through the map a little.
Do you have some suggestions; would you like to elaborate more
on that?
• Mr. Ealivirr. In preparation for this hearing, we brought what we
had at this point. In going over certain areas, it has been apparent as
these came in that a rather high percent of repetition does occur. It
simply raises the question. As you may know, I spent my life as a
farmer prior to 3 years ago when I came into Government. And we
simply know that certain areas are higher risks. Everybody in the
neighborhood knows that particular low grounds are high risks. But
you put a crop on there and you know that you are taking a greater
risk. Historically, that risk has been capitalized into land values.
Now if over and over you have emergency loans that give some con-

cession, then one would think—and I say "think" because we haven't
documented this—that this might be a situation where Government
programs could, to a degree, become capitalized into land values and
then cause some kind of dislocation of agricultural inputs.
I have raised the question simply because it was apparent. We had

this much information and we felt there was a need for study. And
we felt that this need should be pointed out to this committee.
Mr. BALDUS. IS it necessary both for counties to apply and for the

Governor to designate, and would the designation part of this bill,
where the Secretary designates, have an effect on that?
Mr. ERWIN. Yes; this includes secretarial designation.
Mr. BALDUS. But it would still require local and State designation?
Mr. ERWIN. Yes, sir. I think that the reality of the process is that

when there is this condition, there tends to be a pressure for these
applications to come rather quickly.
Mr. BALDUS. In the preparation of this, did you find that these were

repeats of the same thing? Were they areas that usually flood, or
usually frost, or have unusually late springs?
Mr. ERWIN. I will see if I can get some of our technical people here

to give us some background. Mr. Dickerson, could you comment on
whether these were repeats of the same type of disaster?
Mr. DICKERSON. No; not in every case but in some States there are

repeats. In other words, they show the number of times that the area
has been designated for disaster purposes.
Mr. ERWIN. I might add, Congressman, that I think that a study

should include that very question you are asking. We should find out
whether these are repetitions of the same disaster or whether there
is a variation.
Mr. BALDITS. I think I would include two things; and that is that

designation is a judgmental thing, and the kind of disaster.
Going on from there, you said that loans made for above the actual

loss would be made at the prevailing market rate of interest. That is
a rather loose term. The prevailing rate in a community might be
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considerably different for different kinds of loans. What would be your
interpretation of that? I presume it would be under a rulemaking
procedure so that it would be the same throughout the country. But
what would be your idea of what would constitute the definition of
"prevailing rate'?
Mr. ERWIN. With your permission, I would like to turn this over

to Mr. Dickerson. He has had considerable experience in this area.
Mr. DICKERSON. Would you restate the question, sir?
Mr. BALDUS. I am asking for a definition of "prevailing rate". And

I am assuming that "prevailing rate" would be further defined by the
Secretary so that it would be the same definition throughout the
country and the same from year to year. As I see prevailing rate, even
within a community, it could vary. The prime rate right now is down
to 5.5 percent. And if the prime rate is a factor in it, it would fluctuate
a great deal. On the other hand, if you said prevailing for real estate,
that could be considerably over or under the prime rate.
So how would you determine prevailing rate?
Mr. DICKERSON. This particular topic has been under discussion, but

no particular method or formula has been arrived at. I would add,
however, that to be fair to the entire country, we would have to look at
the average costs or the average interest rates charged throughout
the country. We probably, in this case, would take a blend on what
Production Credits, Federal Land Bank, and commercial banks were
charging in order to arrive at that unit. And it would also be attached
to the costs of money for different types of maturity rates. There
would have to be a formula of some sort set up for that to make it
equitable to all sections of the country.
Mr. ERWIN. I would think that the committee might like some fur-

ther definition of that. We would be happy to submit it for the
record.
Mr. BALDUS. I would understand that if it were left with the word-

ing that it has that it would still be a rulemaking authority. But it
might be well for the committee to have some idea of how you would
proceed on it.

Referring to the question which the chairman asked about treating
different operations of a farm differently—the turkey operation as
opposed to the beef operation—it would be appropriate to have a
clarification of these. How would the test of need be met? Would that
be determined by the farm operator's total need, or would it be deter-
mined by the need of that enterprise?
Mr. ERWIN. The test for credit is simply his going to the local lender

and asking for credit, giving his full property statement. If that lender
cannot make the loan and if he is turned down by two lenders, then he
becomes eligible for loans under this act or other Farmers Home Ad-
ministration loans that require the credit elsewhere provision.
Mr. BALDUS. The change, then, would be beneficial in that it would

eliminate a disqualifying provision which might otherwise be there.
Mr. ERWIN. The change that we recommended in here simply makes

it more specific, and easier for our people to determine what the actual
loss is.
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Mr. BALDUS. I have one further question. I don't understand the
administrative expenses coming from the Agricultural Credit In-
surance Fund. Could you elaborate on that?
Mr. ELLIOTT. It merely provides and recognizes that when we do

declare a disaster that we do need personnel and expense money. This
would provide a source which would not require appropriation. It
would come from our revolving Agricultural Insurance Fund. It just
defines that it should be recognized. The problem arose in the original
emergency livestock credit legislation where we forgot to recognize
in that legislation that we needed to provide additional personnel or
temporary help to accomplish the work as we do normally in other
disaster legislation. This just clarifies it.
Mr. BERGLAND. Would the gentleman yield on that point?
Mr. BALDUS. Yes.
Mr. BERGLAND. Section 401A of the Budget Control Act was de-

signed to limit backdoor spending. A question has been raised as to
whether or not the use of the Agricultural Insurance Fund is a form
of backdoor spending. Could you give us some estimate as to how much
money we are talking about for administrative purposes? Is it a sig-
nificant amount, or is it a minor element in the total cost?
Mr. ELLIOTT. It would not necessarily be minor. But it would be

documented and accounted for, depending on the numbers and sizes of
the disasters and the amount of expenses incurred in dealing with that
as over and above our normal program.
Mr. BERGLAND. You normally have a line item budget for admin-

istrative personnel, and this would be used to supplement that budget
in those instances in which you had, because of a rash of disasters
across the country, found your budget was insufficient to meet the
demand administratively.
Mr. ELLIOTT. That is correct because in dealing with disasters it is a

matter of priority to restore production in the farming area. We do it
in the order of first priority, to the detriment of our normal programs.
This points out that we have to get temporary people on board, and we
would report them and account for them as such.
Mr. BERGLAND. And that is reported to the Appropriations Com-

mittee at the proper time?
Mr. ELLIOTT. That is reported in all of our accounting records to the

Appropriations Committee.
Mr. BERGLAND. Mr. Baldus.
Mr. BALDUS. Would that end up being reflected in a raise for the

insurance? Is that the same as crop insurance?
Mr. ELLIOTT. No, sir; this is not insurance at all. We have three

types of funds. The way we finance FMHA's lending authority is that
we expend money, then we replace that money by selling notes to the
commercial market. In this way we restore the loan levels of the Agri-
cultural Insurance Fund, the Rural Housing Insurance Fund, and the
Rural Development Insurance Fund. The word "Insurance" is not a
meaningful one in that context. That has no effect on rates.
Mr. BALDUS. Thank you.
Mr. BERGLAND. Thank you very much, Mr. Baldus, Mr. English.
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Mr. ENGLISH. Mr. Erwin, I would like to go back and discuss your
thoughts with regard to the application of disaster areas

' 
that some

areas .are more inclined to have disasters than other areas. Do you see
anything in this bill that would allow the interpretation that certain
areas would not be allowed to participate in the disaster program
more than once or twice every 3 years or so?
Mr. ERWIN. No, sir; I did not see anything in the bill to that effect.

It seemed to me that if this committee were studying the overall
question of emergency loans, and as we administered these programs,
these things became apparent. I thought it indicated a need for further
study. I presented it only in that context.
Mr. ENGLISH. Do you feel that this is something that we should take

into consideration in writing the bill, that we should try to come up
with something along that line?
Mr. ERWIN. The only recommendation I would make is that there be

a study made of this to see if it is or it is not a problem. At this point,
we simply have the evidence of where these designations are made;
and, we have no study made beyond that. It would seem to me that if
you look at these, it leads to the next question: What is the significance
of this. I think it should be looked at.
Mr. ENGLISH. I would like to point out that in my own district we

have had two 20-year floods hit us in the last 2 years. Of course, the
name indicates that we shouldn't have one of those but every 20 years.
But they seem to be coming quite regularly now. With nature being
what it is, we do have these disasters, and it is extremely difficult to
predict when they are going to happen. But unless you study an ex-
tremely long period of time, I would think that it would be difficult to
come to any valid conclusions simply because an area of the country
was unfortunate to be struck by several disasters.
Mr. ERWIN. I would make no comment on that other than to say

that the question of chronic disaster areas has been repeatedly raised.
To the best of my knowledge, we have not had an indepth study of
this; and it would be well to have that kind of study and have some
answers when these questions are raised.
Mr. BERGLAND. Will the gentleman yield?
Mr. Secretary, I know of instances in my district where there has

been a great demand for the designation as a disaster area because of
the 5 percent interest on these loans and the no test for credit policy
that has been practiced in the past. I can think of a couple of instances,
at least, where rather well to do farmers who had other interests ap-
plied for and were approved for a substantial loan. They qualified
under the law. But there was really no justification for providing them
with it because they had ample assets elsewhere.
My guess would be that if we approve this bill and if we apply the

test for credit in this program, this will, to some extent, reduce the
demand from those who just look upon this as a means of getting
low-cost money. It may substantially reduce the amounts of requests
for the designation.
I thank the gentleman for yielding.
Mr. ENGLISH. I think that is very true, Mr. Chairman. But while

that is certainly a valid observation, I would hate to see the Depart-
ment start getting the idea that certain areas which are unfortunate
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enough to be struck by several disasters within a short period of time
are going to continue to have those kinds of disasters.
It is quite true that nature is very fickle. And I would hope that

the Department keeps that in mind if they do conduct such a study.
That is all, Mr. Chairman.
Mr. BERGLAND. Thank you, Mr. English. Mr. Bedell.
Mr. BEDELL. Mr. Secretary, I would understand from your testi-

mony that you do accept the fact that if section 5 is left as is, it is
completely to the discretion of the Secretary as to whether or not any
loans would be extended; and, in order for them to be extended, he
would have to justify a longer payment period than normal; and there
would have to be adequate security to insure repayment. Is that
correct?
Mr. ERWIN. I think that your statement of it is correct.
Mr. BEDELL. It is completely at his discretion as to whether or not

and you would have to justify it in order to make loans for any
longer.
Mr. ERWIN. As I understand it, your statement is that this would

be at the discretion of the Secretary.
Mr. BEDELL. Correct.
Mr. ERWIN. I would like to ask counsel on that to make sure that

we understand your question. Would you mind repeating that?
Mr. BEDELL. My question is that it is the interpretation of the

Department that section 5 simply gives the Secretary the authority, if
he judges that the disaster justifies a longer payment period than
normal, and if there is adequate security to assure repayment, to
extend this loan for a longer period of time than the 7 years. Is that
correct?
Mr. ERWIN. Mr. Fowler, of the General Counsel's Office will answer

that.
Mr. FOWLER. Mr. Bedell, I understand your question relates to the

20-year period. Is that right?
Mr. BEDELL. Yes, sir.
Mr. FOWLER. And your question is whether or not the Secretary

could make a loan for longer than 7 years under this new bill. The
answer to that question, without any other factors thrown in, would
be that the Secretary could make a loan for up to 20 years—the initial
loan—for a disaster that occurred between those dates, provided, of
course, that there would be security that would have a sufficient life-
time to cover the loan made.
Mr. BEDELL. And providing that, as was said in Mr. Erwin's testi-

mony, the disaster justified a longer repayment period than normal.
Mr. FOWLER. If the need of the applicant justifies a longer period of

time; yes, sir.
Mr. BEDELL. It says here ". . . the disaster justifies a longer payment

period than normal . . ." page 4, line 7.
Mr. FOWLER. I think there is a combination there. If the effect of the

disaster on the applicant is such that his credit need is altered to such a
degree that this would be necessary, the language of the statute would
allow him to do this.
Mr. BEDELL. And at his discretion as this seemed to be necessary.
Mr. FOWLER. Yes.
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Mr. BEDELL. On that same page it says: "The proposed 20-year
period would extend beyond the useful life of chattel security, and
since many tenant family farmers do not have real property to offer,
these special benefits would not be available to them even if a severe
disaster struck." Does that statement mean to say that if indeed there
were severe disasters and you needed money for more than the 7 years,
whereas under the present law they would not be eligible, under the
new law those who had security would be eligible, but those who sim-
ply had chattel security would not? Is that correct?
Mr. FOWLER. That is what I understood Mr. Erwin to say; yes, sir.
Mr. BEDELL. So if that is correct, then this new law would be giving

the Secretary the authority, if the need existed, or if he thought the
need existed, for those people who had adequate security, to extend the
loan period from 7 up to 20 years. Is that correct?
Mr. FOWLER. Yes, sir.
Mr. BEDELL. At his discretion it gives him the opportunity, if the

need exists, and you say the need could exist in a severe disaster, to go
ahead and extend that loan for that period. If so, it would seem to
me that then a statement which is between here which says: "The De-
partment opposes this portion of section 5 because the Secretary
presently has adequate flexibility to tailor loan repayment periods
to the purpose of the loan and the nature and the effect of a given
natural disaster upon farmer or rancher," should be extended to say
"dependent upon the disaster." You have already testified that there
could be disasters in which a 7 year repayment period would not be
adequate. If that is true, then it seems to me that the purpose here is
simply to extend to him the authority to give him the leeway, if he
sees fit, to extend that period when the disaster requires it. And you
have said that it might in some cases. Is that correct?
Mr. ERWIN. I think we really have a difference here in opinion. The

Department feels that a total of 12 years is adequate and this amend-
ment would indicate that it would be 20 years. Our Department posi-
tion is that 12 years would be adequate.
Mr. BEDELL. Except that you have testified that in case of a severe

disaster that it would not be adequate, and would, therefore, dis-
criminate against those who didn't have adequate security and those
who did have adequate security. Is that correct? Your last statement
says: ". . these special benefits would not be available to them even if a
severe disaster struck."
Mr. ERWIN. That is right. The Secretary would have to have security

for this. The chattels would not last for 20 years. Therefore, those who
did not have that kind of security would be relatively disadvantaged.
The principal objection to this is simply, from the standpoint of the

Department, the policy of giving special benefits to those who have
disasters at a given time. I think one of the very useful things about,
this consideration of the legislation is considering an objective situa-
tion not relative to specific disasters because we chronically have the
problem of individual disasters. Our concern here is the setting aside
of a particular group and giving them the extended period.
Mr. BEDELL. If this recommendation of Mr. Eastland were to be

adopted, which would say that everything would apply from April 1,
1974 forward, would that then take care of your objection with regard
to the 18-month period specified here in your section 5?
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Mr. ERWIN. We are going to comment on that for the record. On
the face of it, we have some reservation.
Mr. BEDELL. Is your reservation of the 18-month period the begin-

ninc, date or the ending date or both?
Mr. ERWIN. The 18-month period is simply the special treatment of

an individual group by giving them a longer period for repayment.
Mr. BEDELL. So a special treatment to anybody in the United States

who suffers similar disasters during that period is what it is • is it not?
Mr. ERWIN: The very difficult thing about disaster legislation is that

there isn't any adequate way to cover everybody's disaster. Therefore,
to say that the disasters in that particular period are more severe or
are different and require special treatment gives us concern policy-
wise.
Mr. BEDELL. Would you feel better if the 1976 date were removed

from that section?
Mr. ERWIN. We would feel better if the whole section were removed.
Mr. BEDELL. That wasn't my question. Would you feel better if the

July 1, 1976, date were removed so that it would be 
Mr. ERWIN. Then we get back to our basic disagreement as to what

is an adequate period of repayment. We had two concerns about this.
One was the increased period of. repayment the other was the special
treatment for the individual time period. That would remove one of
those concerns.
Mr. BEDELL. SO that would remove that objection.
Mr. ERWIN. It would remove one of the two objections.
Mr. BERGLAND. Would the gentleman yield?
Mr. Secretary, if we were to adopt any form of retroactivity and

adopt the credit elsewhere test, would the Department be obliged to
review loans that have been approved since that retroactive date and
apply the credit elsewhere test?
Mr. ERWIN. It is my understanding that they would.
Mr. BERGLAND. So if we were to adopt the April 1, 1974, date that

has been recommended by our colleague, Mr. Bowen, all disaster loans
that have been approved since that date would be reviewed, and if the
credit elsewhere test found them to be ineligible, the loan could be
recalled?
Mr. ERWIN. Yes, sir. This is our concern. Administratively, this

would give us great difficulty if we went back to review all of these.
And there would be the problem of disqualification when someone
didn't meet the credit elsewhere test.
Mr. BERGLAND. So if the Clark amendment in the Senate bill were

adopted in the House and became law, those disaster loans that have
been made in Iowa, South Dakota, and Minnesota, as a consequence
of that arctic hurricane would have to be reviewed to determine
whether or not they could get credit elsewhere. And if they found
that they were credit worthy from private sources, the loan could be
recalled.
Mr. ERWIN. They are periodically reviewed for purposes of gradua-

tion and obviously, this criteria would carry weight in this review.
BERGLAND. Do you not have a contract, however, with that

borrower?
Mr_ ERWIN. I would like to refer this to counsel.
We would like to submit the response to this for the record in detail.
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But since we,do have the requirement to review these loans, obviously,
they would be subject to the credit elsewhere test as they were reviewed,
if this does become law. This would be a factor in the review.
[The following letter was submitted by the Department:]

DEPARTMENT OF AGRICULTURE,
OFFICE OF THE SECRETARY,
Washington, D.C., April 29, 1975.

Hon. BOB BERGLAND,
Chairman, Subcommittee on Conservation and Credit, House Committee on

Agriculture, Washington, D.C.
DEAR MR. CHAIRMAN: This is in response to your request at the hearing on

April 23, 1975, for clarification of our views as to whether retroactive appli-
cation of the provisions of S. 555 would require this Department to examine
loans existing at or prior to enactment and falling within the period of retro-
active statutory operation with a view toward applying the "test-for-credit"
provision of S. 555. You raised the question of whether the retroactive application
of a "test-for-credit" might result in cancellation of existing emergency loans for
those borrowers who are able to obtain funds elsewhere.
Of course, the consequences of retroactive statutory application depend upon

the specific language of the provision in question. But for purposes of this re-
sponse, we will assume that such provision will be essentially similar to the one
set out below, which we understand to be presently under consideration:
"Insofar as practical the provisions of this Act shall be effective upon the date

of enactment and shall be applicable to all disasters occurring on or after
April 1, 1974."
In the Department's view, this language, on its face, requires retroactive appli-

cation of all the provisions of S. 555 including that containing the "test-for-
credit." It purports to require the Department to examine all existing emergency
loans relating to disasters occurring on or after April 1, 1974, so as to determine
whether the borrower can meet the "test-for-credit" set forth in section 3 of
the bill.
Our Office of the General Counsel advises us that such provision gives rise

to a constitutional question premised upon the due process clause of the Fifth
Amendment. Whether the retrospective operation of the quoted provision is
unconstitutional in view of its direct effect upon contractual commitments of an
agency of the United States cannot be determined with certainty at this time.
The Department would prefer that the provisions of S. 555 (with our sug-

gested changes) become effective upon the date of enactment and be applicable
to all disasters occurring on or after the date of enactment. To do otherwise,
we believe, would create serious administrative problems for the Department
and may create some legal questions, as stated above.
We will be pleased to provide additional information if it is needed.

Sincerely,
JAMES E. BOSTIC, Jr.,

Acting Assistant Secretary.

Mr. BEDELL. Thank you, Mr. Secretary.
Mr. BERGLAND. Thank you, Mr. Bedell. Mr. Jeffords.
Mr. JEFFORDS. Mr. Secretary, I would like to turn your attention

now to S. 1236. I think Mr. Fowler may be more able to answer some
of these questions. But, it may be advisable to amend S. 555 in lieu
of 1236, depending upon what we can do with some of the problems
which the Department has raised with respect to section 2 of that bill.
I am sure you are aware that the Department raised some questions

on section 2 in the letter to Mr. Foley, dated April 17. To respond to
that letter, Mr. Bergland wrote the Secretary on April 21 and set
forth some goals for removing these objections which were contained
in the letter dated April 17. The staff has provided some very fine
language which appears to remove the objections. Would you or Mr.
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Fowler let me know whether or not the language as supplied by the
Department does remove the objections contained in the letter of
April 17?
Mr. ERWIN. I would like to refer that question to Mr. Fowler who

has been working on this matter.
Mr. FOWLER. Mr. Jeffords, as you are aware from our discussions

about this, the matter of whether loans can be consolidated has been
difficult to-deal with. This particular language would appear to resolve
most of the problems we have been able to isolate—if a consolidation
feature is to be added. Now maybe I am not being fully responsive.
Mr. JEFFORDS. As you are aware, we submitted this language to the

staff of the House Appropriations Committee, and they suggested two
additional changes to the language. The first would occur in next to
the last line. They would strike, after the word "amount", the two
words "of the", and substitute "unpaid principal of prior". So it
would read "in the amount of unpaid principal of prior loans so
consolidated."
Mr. FOWLER. I guess you are asking whether we would have any

objection to that?
Mr. JEFFORDS. Yes I am.
Mr. FOWLER. No, sir we would not. That would, in effect, accom-

plish the same result as we would accomplish in reading the language
as it was already typed.
Mr. JEFFORDS. I tend to agree with your reading also, but in order

to make them happy, I certainly, would like to include that in there.
They suggested also the striking of the period at the end of that

sentence and adding the words "authorized by Congress." So it would
read: "create a new charge against any loan levels authorized by Con-
gress." Can you give your comments for the record on the addition of
that charge?
Mr. FOWLER. I cannot give conclusive comment at this point. We are

dealing here with revolving funds, not appropriated funds, the funds
from which Farmers Home can draw to make its loans. And Congress
does establish various loan levels for these funds.
Now the difficulty this would appear to raise is that when this loan

level has been reached—in the past it has been possible for the Agency
to continue to meet loan demands and return to Congress and report
what it has done concerning its use of these revolving funds. This
language would appear to be such that it would restrict the Agency's
ability to do that. So we would like to give you some further comment
on that after we have had a chance to study this.
Mr. JEFFORDS. Now assuming that we can have peace between the

House Appropriations Committee and the Department on that par-
ticular issue, can you tell me now what the feelings of the Department
would be as to section 2 with this new language included?
Mr. FOWLER. I would ask Mr. Erwin to take that.
Mr. ERWIN. If we can reconcile the technical matters involved, at

this point I see no problem with it.
• Mr. JEFFORDS. Thank you, Mr. Erwin.
Mr. BERGLAND. Would it be possible for you to have those comments

submitted to the committee by Thursday? The reason for that is that
H.R. 1236 probably will be scheduled for floor action tomorrow.
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Mr. JEFFORDS. Mr. Chairman, my staff and Mr. Fowler are meeting
this afternoon, with I believe, the staff of the Appropriations Com-
mittee. We are going to try to iron this out.
Mr. BERGLAND. Thank you, Mr. Jeffords.
Mr. ERWIN. Mr. Chairman, to respond to your question—it is the

opinion of General Counsel that we could complete that by the end of
Thursday.
Mr. BERGLAND. Thank you. Mr. Secretary, under section 5 the bill

provides for 5 percent interest rates on those actual losses that were
incurred as a consequence of a disaster, and each enterprise of the farm
is considered separately. I am not quite clear on the language of the
bill with respect to the ability to add to that loan for the purposes of
forward financing. For example, let us assume that a producer suffered
an economic loss as a consequence of a disaster, and that loss was
$10,000.00. You could extend up to $10,000.00 at, 5-percent interest.
That loan would be repaid over a period of up to 7 years, with the
option to renew at the end of that period. It also provides that addi-
tional moneys could be provided, at commercial rates of interest for the
financing of this year's crop enterprise or for succeeding years. Could
you explain how that would work?
Mr. ERWIN. With your permission, I would like to have Dr. Bostic

respond to that.
Dr. Bosnc. Mr. Bergland, the amount of the loan for actual loss

would be at 5 percent. That amount that would be for forward financ-
ing would be at the market rate. Those two could be separate notes.
Mr. BERGLAND. For example, in the case of the farmer who had a

$10,000 loss on a crop and was eligible for that amount at 5 percent,
he could also, at the same time, negotiate a loan for the financing of his
current crop year provided that he met the credit elsewhere test. What
would be the repayment terms on that loan?
Dr. BOSTIC. It could be up to 7 years.
Mr. BERGLAND. What sort of security would be required?
Dr. BosTic. If it were for a crop, it would be security on the crop.

You might ask Mr. Dickerson that question.
Mr. DICKERSON. It would depend upon the loan purpose. For crops,

it would probably be written on a 1-year period. If it were for some
type of chattel material not expendable in that 1 year, it might be
scheduled over greater than 1 year. Normally our procedure is that
those types of moneys used for expendable materials are repayable
when the material is expended. In the case of fertilizer, that is 1 year.
Mr. BERGLAND. So it is possible to have a $10,000 note to be repayed

over a 7-year period to pay off the losses of the preceding year; and if
the farmer needed another $10,000 to pay for the current crop, he could
have two notes—one repayable over a 7-year period, and the other
repayable in that same fall.
Mr. DICKERSON. Yes; and the 7-year loan would be apart from the

forward financing.
Mr. POAGE. Would the gentleman yield?
Mr. BERGLAND. Mr. Poage.
Mr. POAGE. What difference does that give us then from the present

law? Of course I understand the 5-percent loan the actual disaster
loan. But don't you have authority at the present time to make that
production loan and take this chattel mortgage on the crop?
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Dr. BosTic. Mr. Poage, under the current law, we are not able to
make subsequent loans or loans for forward plantings, and we are
only able to make a loan for the actual amount of loss.
Mr. POAGE. That is true as far as the amount of loss, but you do have

the right to make a production loan.
Dr. BOSTIC. No, sir. Under the current law, we do not have the

authority to make a loan for forward financing. The bill that is under
consideration by the committee would give us that.
Mr. POAGE. You do have the authority to make production loans.

You are making them all the time. Now that is not disaster loans—
I am talking about your basic authority.
Mr. ERWIN. Yes, sir; that is correct.
Mr. POAGE. Then how does this add to the basic authority?
Mr. ERWIN. It adds the authority to do it under this act.
Mr. POAGE. But you already have the authority to do it under other

acts. So how does it add anything?
Mr. ERWIN. I would like Mr. Hanson to address that.
Mr. HANSON. Yes; under our operating loan authority, we can make

operating loans to eligible applicants, family-sized farmers. But many
of the people who are involved in disasters are not in that category.
Therefore, under our operating loan procedure, we cannot make the
forward-type financing that you refer to unless they qualify as family
farmers. This is where the problem lies.
Mr. POAGE. Then all you are doing here is giving authority to make

operating loans to individuals and corporations who would not other-
wise be eligible for an operating loan.
Mr. HANSON. In effect, that is correct.
Mr. POAGE. So then it becomes somewhat of an asset to have a dis-

aster, if that is what it comes to.
Mr. HANSON. No; this loan would be at the market rate of interest.

And it would not be available if credit were available to them
elsewhere.
Mr. BERGLAND. Would the chairman yield on that point.
Your operating program is limited by law to $50,000; and this au-

thority carries no such limitation.
Mr. HANSON. That is correct.
Mr. BERGLAND. So in effect, this authority, if granted, could extend

credit beyond $50,000, which you could not make with your operating
loan authority.
Mr. HANSON. That is correct.
Mr. BERGLAND. Are there any other distinctions between the two

beyond the limit of the loan?
Mr. HANSON. I think that we have to recognize that the emergency

loan refers only to the losses in that we would be making the loan as a
result of a disaster, whereas the operating loan covers the entire
farming spectrum.
Mr. BERGLAND. I understand that. Under the operating loan pro-

gram, it applies in all counties, irrespective of a disaster declaration;
and under this authority, we are limited to those counties that have
either a Presidential or Secretarial designation, or in the instance
where there are 25 or fewer producers affected, the State director
would approve the authority. So the only difference between the cur-
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rent operating loan program and this amendment would be to obviate
the $50,000 limitation currently imposed by law on the operating
loans.
Mr. HANSON. I think there is another distinction here that should

be brought out. The privilege of forward financing or a subsequent
type of loan is related to the emergency. In other words, an indebted
emergency loan borrower would have the privilege, under this new
law, to have a subsequent loan if he met the required tests. He would
not come in and get operating money unless he had an eligibility
under the disaster type of designation.
Mr. BERGLAND. There is a 5-year reference in this provision. Does

this apply in the instance where he may have up to 5 years consecu-
tively in which the disaster is declared?
Mr. HANSON. I think the intent of this particular language indi-

cates that if an individual is an indebted emergency borrower and he
needs an additional subsequent loan, then it would be possible for him
to get such loans up to 5 years.
Mr. BERGLAND. Five years consecutively?
Mr. HANSON. Possibly yes.
Mr. BERGLAND. At what rate?
Mr. HANSON. It would be at market rate.
Mr. BERGLAND. So if an individual in 1975 was approved for a loan,and if he were hit again in 1976 and suffered a loss, would his loan

in that year, 1976, be at the commercial rate of interest?
Mr. HANSON. No, sir. An individual's loss is judged on each individ-

ual disaster. The privilege for a subsequent loan for forward financing
would be involved with the previous loss. In other words, if you had
a loss this year and required a subsequent loan for next year, you
would have that privilege. Now if you had another disaster in 1976,then the program essentially starts over again because each individual
disaster carries its own designation and its own criteria of when the
loss was and the amount of the loss covered under that particular type
of disaster.
Mr. POAGE. Mr. Chairman, will you yield.
Mr. BERGLAND. Mr. Poage.
Mr. POAGE. Going to that same question, you don't have enough

money now to make all of the regular production loans that you would
like to make, do you?
Mr. HANSON. We have used up all of our production loan.
Mr. POAGE. That is right. I heard a complaint about it this very

morning. They couldn't get operating loans in a county of Texas.
Mr. HANSON. That is right. We have used up the $525,000,000 operat-

ing loans.
Mr. POAGE. And that was all limited to $50,000.
Mr. HANSON. That is correct.
Mr. POAGE. If you put a $500,000 limit on how fast is that money

going to be taken each year—by the 3d day of January?
Mr. HANSON. Mr. Congressman, I think you have a pretty good

judgment of how fast it would go.
Mr. POAGE. If we let this money go out in the big blocks that this

bill would let it do, you are not going to have the money to take care
of your ordinary requirements for operating loans.
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Mr. HANSON. Be careful, sir. Let me make a distinction. We talk
about the normal operating loan and production loan authority which
has a limit of $50,000. It has a test for credit in it. That is one set of
authority.
Now we are talking about emergency legislation in which you would

have to have a disaster. It would have to be designated, and you would
have to prove loss. And you will be restored for your loss at 5 per-
cent. Then the production loan to put you back into your forward
crop year could be made, under this legislation, to any extent necessary
to forward finance you for the coming year, and it would be separate
from this $50,000 issue completely.
Mr. POAGE. You simply mean that you hope to get from the Appro-

priations Committee additional money, rather than taking it from the
fund from which you make the regular operating loan.
Mr. HANSON. This is coming out of a separate fund 
Mr. POAGE. Don't say "separate," say "additional."
Mr. HANSON. The point I am making is that the emergency funds

are separate of the operating loans in the budget.
Mr. POAGE. In other words, you are creating two operating funds

and hoping to get them both financed, and hoping thereby to get a
larger sum total of money available.
Mr. HANSON. No, sir; this is the Senate bill 555.
Mr. POAGE. Then let us say that the advocates of this bill are seeking

that.
Mr. HANSON. Let's put it another way. If we had no disasters at all

out there, we would not use any of the authority under S. 555. We
would have operating loans being made.
Mr. POAGE. We are going to have more disasters every year; aren't

we?
Mr. HANSON. We are having a considerable number this year.
Mr. POAGE. And you have had more every year; haven't you?
Mr. HANSON. No, sir; we got them down a year ago.
Mr. POAGE. That's fine. I just know that the trend is toward an in-

creased number of disasters. Of course, that is purely a matter of
definition.
Mr. ERWIN. Mr. Chairman, I want to make it clear that the admin-

istration claims no credit for the weather.
Mr. POAGE. But the demands will be coming to you. I won't suggest

that I won't. We will all be coming to you with our disasters. I had
a frost and that is a disaster. Now a year or two ago, it took a freeze
to be a disaster, but now a frost will be a disaster. And a year or two
from now a cold spell that retards the germination of my seed is going
to be a disaster. Now isn't that the way it is working?
I am not blaming you. I come to you with those kinds of requests;

and every other Member of Congress will do it.
Mr. ERWIN. Mr. Congressman, I think it is accurate to say that in

the 3 years that I have been with the Department of Agriculture there
has been an escalation of that kind of pressure.
Mr. POAGE. That is true, and I am not blaming you for it. That is

human nature. But we are passing legislation that will double or triple
it.
Mr. ERWIN. I think there are some very creative portions to this

legislation.
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Mr. POAGE. I like your language.
Mr. BERGLAND. Mr. Bedell.
Mr. BEDELL. Section 7—originally I think the Department had felt

that the interpretation of the production loss probably applied only to
your, if you are feeding cattle, cattle feeder operation, and then there
was a new interpretation through the legal department that indeed it
applied to the total income of the farmer. Under section 7, as we now
have it under this bill, it would mean that if I am a livestock feeder
or farmer and suffer a 20-percent loss on my cattle feeding operation
that I would be entitled to a loan under this program if the Secretary
deemed it advisable, or does it still ask for 20 percent of the total
income of your total operations?
Mr. HANSON. Mr. Congressman, I am not sure I got the essence of

your question.
Mr. BEDELL. The original interpretation that even went out into

the field from the Department was that if a farmer or feeder had
bought steers at 500 pounds and normally fed them to 1,000 pounds
and then marketed them, and if, indeed, as a result of a storm there was
a 100 pound loss, then he would be entitled to these loans. Then ap-
parently it was looked at from the standpoint of legality, and a new
directive went out—at least in my district this happened—that said
it is the total income of the farmer that is used insead of simply the
loss on his feeding operation. My question is: Does this then get back
to what was the original interpretation of this year of such a shrinkage
loss?
Mr. HANSON. As I understand it, Congressman, perhaps the reason

for the chancre in directives there is that under our present law there
has to be a determination of a 10 percent minimum loss overall, of the
total operation.
Mr. BEDELL. Does this change that, or is that still in effect?
Mr. HANSON. This new bill, as I understand it, would refer to the

individual project loss of 20 percent or more. I may be corrected on
that, but that is my understanding.
Mr. BEDELL. So it would be 20 instead of 10 percent, but if the storm

were sufficient that he had 20 percent shrinkage in the normal gain
that he put on his livestock, he would then be entitled to this—if that
were the result of the storm?
Mr. ERWIN. Yes, sir. Our statement here recommends a wording that

we think would tighten this and make it clear.
Mr. BERGLAND. I think it is important that each enterprise be con-

sidered separately. And we can do that now if we approve the credit
elsewhere test. We have eliminated a very serious problem that has
arisen in the bill. Mr. Hightower.
Mr. HIGHTOWER. Mr. Chairman, I just want to point out to Chair-

man Poage who was talking about the increasing number of disasters
that I think the 13th District of Texas is entitled to some kind of
dubious honor. I was noticing in the information furnished here of the
number of counties having emergency loans that we were listed as
having 34 counties having emergency loans and we have only 33 coun-
ties in the district. So that is some kind of record, I believe.
Mr. BERGLAND. Mr. Baldus.
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Mr. BALDUS. Do I understand from the bill and from your 
testimony

in favor of a $100,000 limitation that there is no limita
tion in the bill

now for either the actual loss or the forward producing 
loan?

Mr. ERWIN. Yes, sir. And our recommendation is just a 
limitation

on the amount of 5-percent interest, not a recommendation 
of limita-

tion on the market rate loan.
Mr. BALDus. But the bill now has no limitation?
Mr. ERWIN. That is correct.
Mr. BALDUS. And there is none in the act?
Mr. ERWIN. Right.
Mr. BALDUS. I wanted to make that clear. The other thing I woul

d

like to ask is how are the administrative moneys for administe
ring

present law working now? I am from Wisconsin and there is money—

I think you were able to extend it.
Mr. ELmorr. As you know, our line item budget for emergency loans

is open ended, as Mr. Poage has pointed out. We budget annually for

$100,000,000, and then when the disasters occur and the demand goes

above that, we request an additional apportionment. We are allowed

by a certain formula amount to administer it.
We are now up to 8400,000,000 worth of loans made and are going;

to need some more. So we were able to handle the emergency and pro-

vide for travel relief out there.
Mr. BALDUS. Will you be able to make all of the loans that are quali-

fied for whom there are applications?
Mr. ELIJorr. We certainly expect to, and we are taking on some

additional help. As you know, we have had additional help from

ASCS, and we will take on the necessary temporary personnel to get

it done.
Mr. BALDUS. Does this act hook up to the other Agricultural acts

at all? In other words, that you must be qualified only on certain

acres. I have heard complaints, not from my district, incidentally, and
I am not sure if it is on loan or disaster payments where they said that
they were encouraged to plant to full capacity, but then when it came
to the benefit after a disaster, they only could qualify for those acres
that the old farm program gave them acreage allocation for.
Mr. BERGLAND. If my colleagues would yield on that point, I think

there is a bit of confusion here in that the proposition to which he is
referring is with the provisions of the Farm Act of 1973 that provides
that the authority for certain payments if there is a crop loss. And
those payments are tied to the normal yield times the feed grain base.
These bases are obsolete and has caused a good deal of concern through-
out the country.
Mr. Hogan will be recognized. Counsel has a question.
Mr. HOGAN. Thank you, Mr. Chairman. This does not refer to the

bill, it refers to S. 1236, more particularly to section 5 of that bill.
We have a letter from the Department to Chairman Foley which

would add one additional sentence to section 5 of the Emergency Live-
stock Credit Act, which is scheduled to come up on the floor for action
on Thursday. It is my understanding that the Department would like
to see this particular sentence added to section 5 of the Emergency
Livestock Credit Act of 1974, for the reason that if it is not added, you
will lose, in effect, one of your options for secondary financing through
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the lender who would go to a private secondary market and sell theguaranteed portion of the loan to a secondary private lender. Is thatcorrect?
Mr. ELLiorr. Mr. Hogan is pointing out a problem that we havewith our guaranteed loans under the Emergency Livestock Credit Actand with our guaranteed loans under the Rural Development Act of1972. The commercial institutions have a problem in making a sec-ondary market because of the languaae_of 90 percent of the loss sus-tained in our Rural Development A and up to 80 percent of losssustained in the Emergency Livestock Credit Act.
The problem here is the ability to market into a secondary marketa clean financial instrument on which we can place full faith and creditof the United States. A language change has been requested and agreedto with Treasury to state that we will guarantee up to a percent of theprincipal and interest, as opposed to a percent of the sustained loss.The banking community has indicated that this would make it pos-sible for them to participate in the program on a guaranteed basis.They then would be able to move the paper into a secondary market asa clean instrument with this language change.
The Department does support this language change to take care ofthis issue.
Mr. HOGAN. The one option would be the Federal Financing Bankand this would give you a second option. But we currently do not havethe existing language.
Mr. ELmorr. That is correct.
Mr. HOGAN. As far as this particular language is concerned, therewouldn't be any additional cost to the Government because you alreadyhave the option of going to the Federal Government.
Mr. ELLsorr. That is correct. It just makes it possible to move thepaper into a secondary market as a clean instrument.
Mr. HOGAN. And the Department would favor the inclusion of thislanguage in it.
Mr. ELLIorr. That is correct.
Mr. HOGAN. I think that clarifies it then.
Mr. BERGLAND. Thank you very much, Mr. Hogan.
Mr. Secretary, section 2 of the bill, line 6, says "The Secretary maydesignate an area * * *" and goes on with other words. We have a letterhere from our colleague from Arkansas, Mr. Alexander, who raises aquestion about the discretionary powers of the Secretary in this re-gard. This word "may" applies only where you have fewer than 25producers in a county, does it not; or does it extend to all designatedareas?
Mr. ERWIN. Twill have to go to counsel on that.
Mr. FOWLER. Mr. Chairman, that language in section 2 would referto any disaster anywhere.
Mr. BERGLAND. SO it would mean that if it were adopted in this formthat a county could be declared eligible for disaster assistance and theSecretary could choose not to approve the disaster loan program?Mr. FOWLER. I may not understand your question, but section 2deals with those areas which the Secretary may decide are disasterareas. So it would be his decision.
Mr. BERGLAND. Do you mean he could designate an area eligible fordisaster aid and not approve this program?
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Mr. FOWLER. No, sir. He would not designate the county f
or disaster

aid unless he found there was a sufficient disaster in that 
particular

area. Section 2 is merely his authority to do this.
Mr. BERGLAND. How does that compare with current l

aw?

Mr. FOWLER. Mr. Chairman, Mr. Wasserstrom will answer
 that.

Mr. WASSERSTROM. Mr. Chairman, I believe the Secretary 
is required

to extend the program when the President designates an 
area under

the Disaster Act. In the event the President does not, the
 Secretary

may then designate an area on his own.
Under the new law, the Secretary can automatically extend 

the pro-

gram in an area which the President has declared a dis
aster area.

Under 555, the Secretary need not poll to see whether there i
s a need

for private credit in the area, as he does under present law
. Under

555 the Secretary can automatically extend the disaster pro
gram to

areas in which the President has already made a declaration of d
isaster.

Mr. POAGE. But there is no requirement that he do it.

Mr. WASSERSTROM. He is required to do it. Under present law he mu
st

first determine whether or not there is a need for private credit to the

area which flows from a natural disaster.
Mr. POAGE. But he "shall" declare it a disaster area if he finds these

things.
Mr. WASSERSTROM. Provided he makes that determination; yes.

Mr. POAGE. And here you say he "may" do it.
Mr. WASSERSTROM. He may go ahead and make that designation; yes,

if the President does not go ahead and determine that that area is a

natural disaster. The Secretary must go ahead and extend the program

to an area so designated.
Mr. POAGE. Isn't this language, "The Secretary may designate any

area of the United States * "" word for word out of the old law

except that they have changed the word "shall" to "may"?
Mr. ELmoTr. We will check into the language of the present author-

ity if you will give me a moment.
Mr. WASSERSTROM. Mr. Chairman, section 321 in our present act

states: "The Secretary shall designate * * *" as opposed to the pro-

posal S. 555 where it says, "The Secretary may designate . . ."
There is, in Mr. Alexander's letter, a point that your present legis-

lation under consideration makes it discretionary with the word "may"
as opposed to "The Secretary shall * * *" in our current legislation.
Mr. POAGE. Now why make that?
Mr. WASSERSTROM. The point is that we didn't propose this particu-

lar language, so I leave that at the discretion of the committee.
Mr. POAGE. Do you know where that change came from?
Mr. WASSERSTROM. I personally don't. It might have come out of our

legislative help, but I personally don't know.
Mr. POAGE. Does the Department see any reason for making the

change?
Mr. ELLIOTT. Only in that it is always useful for the Secretary to

have some discretion in these matters.
Mr. POAGE. The Secretary has the discretion now and would have

under any of this language regardless of whether it says "shall" or
"may".
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He would have the right to make the determination. And unless he,
in his judgment, determines that this fact existed, he wouldn't be
required to declare the disaster areas. What if, in the Secretary's opin-
ion, these circumstances did exist, then under the existing law he would
be required to declare it a disaster area whereas under the proposed
language, he could declare it a disaster area or he could simply ignore
it as he saw fit to do.
Now it is not my purpose to try to keep the Secretary from making

the determination. He ought to look at it in terms of whether there is a
disaster there or not. But having determined that there is a disaster,
then why shouldn't he go ahead and declare a disaster?
Mr. ERWIN. Mr. Chairman, as long as the Secretary has the author-

ity to determine need, we have no objection to the "shall" wording.
Mr. POAGE. If we make the change, then some court is going to

say that Congress changed that for the purpose of not declaring
these disaster areas when they exist.
Mr. ERWIN. We have no objection to any change here so long as the

discretion of the Secretary to evaluate the need and the situation is
maintained.
Mr. POAGE. I am perfectly willing to have the Secretary evaluate

the situation, and I think the law requires that he make the determina-
tion. But having made the determination and having found that the
fact exists, then we think you ought to have to declare the disaster.
Mr. BERGLAND. Thank you, Mr. Poage. Are there any other ques-

tions of the panel?
If not, we want to thank you for your constructive help this morn-

ing. We appreciate your testimony and we are looking forward to
working with you.
The subcommittee will stand adjourned until 10 a.m. tomorrow

morning.
[Whereupon, at 12 noon, the subcommittee was adjourned, to recon-

vene at 10 a.m., Thursday, April 24, 1975.]





AMEND CONSOLIDATED FARM AND RURAL
DEVELOPMENT ACT

THURSDAY, APRIL 24, 1975

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON CONSERVATION AND CREDIT

OF THE COMMITTEE ON AGRICULTURE,
Washington, D.0 .

The subcommittee met at 10 a.m., pursuant to notice, in room 1301,
Longworth House Office Building, Hon. Bob Bergland (chairman of
the subcommittee) presiding.
Present: Representatives Bergland, Poage, Baldus, Hightower,

Bedell, English, Wampler, Sebelius, and Jeff ords.
Staff present: Robert M. Bor, counsel; John E. Hogan, associate

counsel; Steve Allen and Steve Pringle, staff consultants; Robert
Palmer, staff consultant, Subcommittee on Department Operations,
Investigations and Oversight; Norman Gay, staff consultant; Sub-
committee on Oilseeds and Rice; John Baize, staff consultant, Sub-
committee on Livestock and Grains; L. T. Easley, press assistant; and
Glenda Temple, staff assistant.
Mr. BERGLAND. The subcommittee will come to order. The first wit-

ness is the Honorable James Oberstar, a colleague of mine from the
State of Minnesota, and one of the new Members. He succeeded the
long time, very effective Representative, the Honorable John Blatnik.
But we will hear from Jim Oberstar who is now a Member in his own
right. He is a friend of mine and a friend of this committee and a
friend of rural America.
Jim, we would be pleased to hear from you.

STATEMENT OF HON. JAMES L. OBERSTAR, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF MINNESOTA

Mr. OBERSTAR. Thank you very much, Mr. Chairman. I don't have a
prepared statement; I just have some scattered notes that I have put
together from various meetings that I have had in my district. I will
proceed from those notes, if I may.
I want to commend the chairman and the members of the committee,

and thank them on behalf of the farming people in my district for
holding these hearings to highlight a very critical issue. This is a very
pressing problem that needs immediate attention and immediate
action. And I know that through the distinguished leadership of the
chairman that we are going to be able to make some progress. It has
been my pleasure to observe the chairman as he proceeded from fresh-
man Member to chairman of the subcommittee. And we are all proud

(35)
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and pleased that he is from Minnesota, and proud that he is lending
his considerable talent to the great issues confronting agriculture in
this country.
Mr. Chairman, last August 29 I left on a rather long drive to the

southernmost part of my district. It was not a tourist excursion; I was
then in pursuit of employment; namely, the job that I now have. I was
on my way up north, driving through the farm country of Chisago,
Isanti, Pine, and Kanabec Counties. It was lush and green and beauti-
ful. The farmers were preparing for harvest.
Four days later, on September 3, I came back down to that part of

the country for personal engagements. And that whole territory was
brown. A day later the Chisago County Press had a headline in the
newspaper, entitled "The Silent Disaster".
On September 1, Mother Nature added the third of the triple crown

that agriculture had to wear last year: a late spring, one of the driest
in history ; a dry summer; and the earliest frost on record. That virtu-
ally wiped out the farm crop in eastern central Minnesota.
A couple of months later when I was again in that part of the

district, this problem for the dairymen and the cash crop farmers
and feed mill operators was going on. I want into the Farmers Home
Office and the ASCS office in North Branch, and there was a table
as long as these two combined stacked literally a foot deep with ap-
plications for disaster assistance. There were at least 600 applications
sitting there on the table. As I went through them

' 
every one of them

said "Freeze, September 1". Today only a handful of those applica-
tions for emergency disaster assistance made available by this Gov-
ernment and promised by Congress and for which funds have been
appropriated, have been processed. And only a few have been funded.
I think that is a disaster in itself; it is a tragedy of the greatest

magnitude. On the one hand, our Secretary of Agriculture said to
them, "Farming people of America, plant to the fences, and help this
country prosper and grow. Help our country in its balance of pay-
ments. Help us in this $21 billion agricultural contribution to foreign
exchange." And they did. But then when they ran into trouble, the
Secretary of Agriculture seemed to be saying, "You didn't read the
fine print."
The fine print seems to say that if you get into trouble, we can't help

you very much.
Now there have been problems with the formula of the emergency

loan program. There have been problems with personnel. From the
stories that I heard both during the Lincoln Day recess and the Easter
recess, from farmers of my district, the main problem is that they
just can't seem to get anybody to process their loan applications.
In addition to that, there are problems such as they, meaning the

FmHA representatives, are not following the so-called "normal yield
standard" of ASCS. Even though the regulations allow the use of
appraisals by local bankers, the local FmHA offices had, until the end
of last week, refused to accept those appraisals on the grounds that
they were unrealistic.

It was only through personal intervention, when a delegation from
my district came to Washington and we put them together with
Farmers Home Administration people, and I personally had a meeting
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with those representatives, that someone was finally sent out to Min-
nesota from Washington. Then in one afternoon, 23 of those applica-
tions were approved. The same appraisals that were called unrealistic
a week ago were this week realistic.
They were demanding that appraisals for those guaranteed loan

applications be submitted on FmHA application forms even though
there was absolutely nothing wrong with the format and form of the
appraisals submitted by the local bankers. I asked the FmHA repre-
sentative in Washington what difference it made if it was on one
piece of paper or another. Isn't the same information there? Isn't this
an emergency program? Aren't we supposed to help these people? And
it was a result of that kind of pleading and imploring that they finally
sent somebody out who insisted that the bankers rewrite the applica-
tions, didn't insist that they resubmit them on FmHA forms, but who
accepted the bankers' appraisals.
I think if I were .a farmer out there as Hubert Humphrey once said,

I guess I would go on strike too, and 
there,

raise all kinds of dickens.
Another complaint that was raised was that the FmHA representa-

tives were demanding, on loans of over $25,000, that securities should
be real estate only, rather than a combination, which is traditional, of
real estate and personal property.
Many of the farmers in my district are renting land—most of their

land in most cases. Sometimes 90 percent of their land is rented land.
Now they can't secure it with real estate. It is unrealistic. If you are
going to keep the man in agriculture who wants to be a full-time
'farmer, you can't make this kind of unrealistic demand.
And yet, when I checked into the regulations, I found that there was

no regulation that requires that kind of collateral, real estate collat-
eral, for those guaranteed loans.
Furthermore, although the authority exists in the program and in

the law for 5-year loans, the FmHA Office in Minnesota has been cut-
ting them back to 2 and 3 years. With the uncertainty of the weather
and the crop history of the past couple of years, I don't know that the
farmers can make it on a 2 or 3 year guaranteed loan.
As I mentioned awhile ago, the Farmers Home Offices in my district

are swamped with the sheer number of applications. They don't have
enough people to operate. And in some communities that I know of, a
very unusual thing is happening. With the ceiling on personnel,
imposed by OMB on FmHA, they can't hire new people to do the job.
They have been borrowing from ASCS. But that is going to end on
May 1.
In the meantime, some of the local community folks have been very

resourceful. They have gone to CETA, the Concentrated Employment
Training Act Program, and have had the city fathers get a couple of
folks on the CETA program, using one Federal pocket. They then
loan those people to FmHA, putting them in another Federal pocket,
to process the loan applications that the FmHA itself couldn't handle.
Now that has to be the height of folly and ridiculousness.
I did some checking on the Farmers Home manpower levels. In

the fiscal year of 1970, there were 6,697 people on the FmHA payroll.
In fiscal year 1974, there were 6,607—a drop of 90. And budgeted for
fiscal year 1976, they are up a mere 93 to 6,700. Since they have a

53-0i7--75 6
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vastly increased budget and vastly increased needs, I thought that
there must be awfully efficient folks down there. Per million dollars of
Farmers Home loan and servicing, the number of man-years in 1962
was 2.7 man-years. In 1970, it was 1.1 man-years; and in 1974, it is
less than one-half man-year per each million dollars loan and servic-
ing. So whether their productivity has increased just because they are
working harder or better, or whether it has increased simply because
the work load has dropped, I don't know. But the figures show that
they certainly need more people to do the job of providing and servic-
ing these loans.
I submit that if it is increased productivity, it is certainly at the

expense of the farmer because those loans are not being processed in
in any greater numbers today than they were 6 months ago.
Let me give you an example of what has happened in just one little

rural community of Cambridge, Minn. Fifty-five emergency loan
applications were submitted to the Peoples State Bank of Cambridge,
beginning last fall, for a total of $1,725,000. To date, 37 of them have
been approved for a total of $1,042,000; another 16 are awaiting action
which were resubmitted recently for a total of another $683,000.
Of those 37 that have been approved, 23 were approved just in the

last few days as a result of my own personal intervention. If we had
not intervened for the people of that part of the district, they would
still be sitting there without those loans.
Another example. Mr. Burton Peterson of North Branch owns and

operates Peterson's North Branch Mill, Inc. It is a grain, seed, ferti-
lizer, feed, and chemical operation. He described the situation to me
during my last visit at home, and it just made me shake my head. He
ran an add in the paper saying that farmers interested in information
about the emergency loan program should contact him or the FmHA
Office because Farmers Home doesn't run ads like this to tell people
about their programs or their availability. He got from 50 to 60
requests from farmers within a 10-mile radius. They came in to him;
they went to the Farmers Home Office. They came back discouraged
and said, "Look, there is no help for us." So Burt Peterson has become
a mini-Farmers Home Office

' 
personally loaning money out to the

farmers in the area. Now he does that in the course of his business,
expecting that by the end of the crop year he will get his money back.
And he will normally make about $200,000 to $250,000 in loans.
This year he went to the bank and has personally loaned out $750,000

to farmers in that area. The Farmers Home Office is just not able to
carry the load.
Now I don't think that a private individual ought to be doing this

kind of thing. I think this is a Government program and the Govern-
ment ought to be helping these folks.
For the whole state of Minnesota, some 2,885 applications have been

submitted. But only 36 percent of those have been approved-1,047.
There are over 1,800 applications that haven't been acted upon; and
there are over 2,000 applications that have not yet been returned. So
they just can't handle it for one reason or another.
The MORA Office in the central part of my district serves a three

county area—Kanabec, Isanti, and Anoka Counties. They had 75
applications pending on March 10. Forty-five of those were for direct
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loans. The Office reported to me that it takes about 8 hours to process
each application. They have only two people to handle the work load.
And after we and the farmers in the area pleaded and begged and
cajoled and wheedled, they finally put on two temporary clerical peo-
ple, and borrowed another body from ASCS. But they are still far
behind on their work load.
Now it seems to me that there are certain steps that could be taken.

I am not an expert in this area, and, I would certainly defer to the.
committee's judgment because I know that you are going to come up
with some solutions. But just from my own personal intervention of
going into these offices and looking there and talking to the people and
listening to what the farmers had to say, it seems to me that the first
and most important need is to increase the number of people working
out in the field—not swell up the Washington bureaucracy, but get
some folks out there who are close to the people where they can do some
good and help them get those loans processed.
It might not be a bad idea, Mr. Chairman, if Farmers Home fur-

loughed some of those folks from Washington out into the hinterland.
If we could get them out there at ground level where they have to
roll up their sleeves and get to work, it would help move those loans
along. We did it during Hurricane Agnes; we did it during Hurricane
Camille. We shipped the folks right out of offices from HUD, from
Federal Disaster Assistance Administration, from EDA. They took
people right out of their Washington offices and shipped them out.
We have a disaster of similar proportions here. I think that makes
good sense.
The next step that could be taken would be to increase the size of loan

that local officials can approve. We've got those folks out in the field.
And I have dealt, as the chairman knows with the bureaucracy for the
past 12 years. There isn't any special wisdom conferred upon someone
just because he happens to be sitting behind a Washington desk. We
have good people out in the field who are much closer to the judgments
they have to make, and I think we can entrust them with a little larger
responsibility, particularly under these unusual circumstances.
Right now a county supervisor can approve a loan of up to the

amount of $30,000. The district supervisor is imbued with the author-
ity to approve loans up to $40,000. The State office can approve loans
of up to $200,000. Maybe the pyramid is in a reversed position. They
ought to just invert that pyramid. But they certainly ought to increase
the size of loan that the local officials can approve.
In reference to the question that I raised a moment ago of the re-

quirement for collateral, right now under Farmers Home regulations,
the request by a farmer to waive the requirement of real estate collateral
for direct loans in excess of $25,000 must be approved in Washington.
Again, I say, what special wisdom is there in Washington that this
thing has to travel all the way out here, get lost in the mailroom of
the Agriculture Department down the street, and be resurrected
eventually, and be funneled around, and be massaged, and be shuffled
before it is finally sent back when the help is too late. This doesn't
make sense to me. I should think that in consultation with the local
banker and with an adequate staff level at the local level, those waivers
could be approved right there in the State office.
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The processing of checks is another matter. It takes over 3 weeks
from the time the loan is approved until the time the check is received
from the Kansas City payment center. That doesn't make sense to
me. Every month the Social Security Administration headquarters
in Baltimore processes 32 million checks totaling $5 billion, and
every one of the social security recipients in the country—except those
who write to their Congressmen—get that check on time. Now if they
need more equipment to process those loans and those loan checks,
then this committee ought to see that they get them.

Finally, the designation procedure ought to be simplified. I won't
go into all of the details of it, but it just takes too long to designate
an area eligible for assistance.
Mr. Chairman, I think that these and other considerations that this

committee will look into in the course of these hearings and the delib-
erations afterward are vitally important to those folks who make
America run. The basic wealth of this country is agriculture.
When I look back at the 8th District of Minnesota, about all I can

say is that the only factor that keeps it from being worse than it is
now is that the snow is still on the ground; the ground is frozen •
and, they can't get out there and plow and plant. And that might b 
the final valedictory. If we have an even later spring this year, we
might just not have to worry about a farming disaster program because
there won't be any farmers around to apply for loans.
Thank you, Mr. Chairman. If you have any questions, I will be glad

to try to respond.
Mr. BERGLAND. Thank you very much, Mr. Oberstar, for providing

us with some very useful criticism of the way the program is run.
We have heard some of the criticisms from other quarters. The prob-
lem apparently is a lack of adequate help in the Agency in those
counties where a disaster strikes and hundreds of people descend on
that office for services. They simply are not able to keep up.
May I inquire, Jim, since your intervention, has the work load been

reduced in those offices? Are they getting caught up now?
Mr. OBERSTAR. They approved 23 loans in one day early this week.

Processing has speeded up, but the few people they have can only do
so much.
Mr. BERGLAND. Are there any questions of our colleague? Mr. Baldus.
Mr. BALDUS. We also have a number of loan problems in Wisconsin.

I asked Mr. Elliott yesterday if he had enough help to complete his
mission, and he said that he did. However, I think almost all of the
testimony here, Mr. Chairman, was about the administration of the
program. Mr. Elliott isn't here, but would it be unfair to ask the
staff to prepare that testimony in written form and ask Mr. Elliott
to respond to it?
Mr. BERGLAND. It certainly wouldn't be inappropriate to have the

Administrator respond. I um not sure we could have it by tomorrow.
It will take some time to prepare the record.
Mr. BALDUS. Perhaps Mr. Oberstar would put it down in written

form himself.
Mr. OBERSTAR. We will be glad to work with the committee in what-

ever way is possible.
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Mr. BERGLAND. Are there any other questions of our colleague? If

not, again, we want to thank you very much for coming this morning
and providing us with some very helpful information.
Mr. BALDUS. May I ask one more question?
Mr. BERGLAND. Yes, Mr. Baldus.
Mr. BALDITS. The Administration proposed a $100,000 limitation

on the 5-percent portion which is that part which is in compensation
of actual loss. Would the $100,000 limitation present any problems in
your district?
Mr. OBERSTAR. It might present a hardship in a few cases; but, I

think that in the majority of cases it would not present a hardship.
Mr. BERGLAND. Thank you once again.
At this time we will hear from our colleague on the committee,

Mr. Berkley Bedell, who has a short statement. Then, Mr. Gilman,
we will ask you to introduce your guests.
Mr. Bedell, as we all know, is one of the hard charging members

of this subcommittee and of the House. He has served that district
in Iowa with great distinction since the third day of January of this
year. Mr. Bedell.

STATEMENT OF HON. BERKLEY BEDELL, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF IOWA

Mr. BEDELL. Mr. Chairman, thank you for providing me with this
opportunity to express my support for S. 555.
This bill makes a variety of changes in the emergency loan program

administered by the Farmers Home Administration. It would simplify
the procedures under which the loans are made to victims of natural
disasters, and would make additional credit assistance available to
them. I believe that prompt enactment of this legislation into law is
essential. It will initiate needed improvements in our FmHA emer-
gency loan program and make it more responsive to the needs of in-
dividuals suffering unavoidable setbacks as a result of unexpected
natural disasters.
I would like to take a moment at this point to comment on section 5

of S. 555. This section of the bill provides the Secretary of Agriculture
with the authority to extend the loan repayment period for emergency
operating loans for a period of not more than 20 years if he determines
that the applicant's financial need, as a result of the disaster, justifies
such extension, and if there is adequate security to assure repayment
over the longer period. Under existing law, such loans can be made for
up to 7 years, with the posibility of a 5-year extension where
warranted. This provision would apply only to the victims of natural
disasters occurring between January 1, 1975 and July 1, 1976.
This particular provision has been the subject of considerable con-

troversy in this committee, and I would like to once again outline the
reasons why I feel that it should be included in S. 555 and enacted
into law.

Section 5 does not constitute any radical change in the structure of
existing disaster relief statutes. It simply brings the emergency loan
program more in line with the current realities of a disaster situation.
In my view, current economic conditions make it imperative that

section 5 be enacted into law. Many of the farmers and ranchers who
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now need emergency loans have already suffered severe financial losses
as a result of low livestock market prices, the high cost of feed and
other materials necessary to livestock production, or as a result of other
factors over which they have no control. In many cases, unexpected
natural disasters are, or will be, the straw that breaks the camel's back
unless we can provide some realistic help to see them through this
crisis. I can see no advantage in standing idly by while our Nation's
farmers are driven off their land and out of their lifelong profession
because they had the misfortune to reside in an area hit by a natural
disaster. The extension of the loan repayment period, where justified,
would do much to preclude this eventuality.
We are living in unusual economic times. Circumstances are not the

same today as they were a year ago. Section 5 acknowledges this fact.
It thus provides the authority and sets a time frame for the extension
of the loan repayment period in cases where the Secretary of Agri-
-culture determines that such an extension is justified. It does not make
-a permanent change in the repayment terms of the loan program.
And, it does not mandate any extension of the loan repayment period.
it simply adds some flexibility to the program in order to make it

'more responsive to the needs of the victims of natural disasters.

I believe section 5 constitutes a sound and relatively low "risk invest-

ment in the future of our country and its people. I hope that the com-

mittee will report it, and S. 555, favorably to the House for enactment

into law.
Mr. BERGLAND. Are there any questions of our colleague? Mr. Baldus.

Mr. BALDUS. Referring to the $100,000 proposed loan limitation by

the Administration, but also considering that the total appropriation

for loans is a limited amount, in your judgment would it be better to

have that $100,000 loan limitation?
Mr. BEDELL. In my judgment, since there is a limited amount of

money, it should have a top limit on it so that we can get maximum

distribution of it.
Mr. BERGLAND. Are there any other questions? If not, Berkley,

thank you very much for bringing this to the record.
At.this time we will ask our colleague, the Honorable Ben Gilman,

from the State of New York, to introduce our next witnesses.
Mr. GILMAN. Thank you, Mr. Chairman. I appreciate the oppor-

tunity to appear once again before your committee with witnesses
from my congressional district in New York State who are seeking
a reasonable solution to the problems that are emanating from the
existing FmHA emergency loan program.
With your permission, Mr. Chairman, I wish to submit for the

record the testimony of Ralph Gurda, a vegetable farmer of Orange
County, who was not able to attend the meeting, and who operates
one of the larger farms in the New York area.
Mr. BERGLAND. Without objection, Mr. Gurda's testimony will

appear in the record as prepared.
Mr. GILMAN. Thank you, Mr. Chairman.
[Mr. Gurda's statement follows:]

STATEMENT OF RALPH GURDA, GURDA FARMS, PINE ISLAND, N.Y.

My name is Ralph Gurda. I operate a large 2000 acre vegetable farm, with

others of my family in Pine Island in Orange County, N.Y.



43

Our farm crops were severely damaged by Hurrican Agnes and subsequent
adverse weather conditions in 1972 and qualified within a federally declared
disaster area. The subsequent wet 1973 crop season resulted in another disastrous
crop year. Low vegetable prices for 1974 crops at the time of our marketing re-
sulted in our farm's inability to recover financially from 3 bad years in a row.
Between 1967 and 1972 we suffered additional severe losses to our onion, lettuce
and celery crop due to heavy rain storms.
Our security for loans has been exhausted due to the financial reverses we have

suffered over the past 7 or 8 years as a result of refinancing, to cover crop losses,
with banks, PCA, and FmHA mostly.
Our large family owned farm includes extensive equipment investments, a large

payroll involving many yearly workers as well as many seasonal workers, large
investments in land and buildings, and very sizeable taxes to be paid. Agri-busi-
ness suppliers of chemicals, fertilizer, seed, equipment, fuel, and containers have
depended on our business for their business. Now our equity is all secured by
mortgages, notes and chattels.
The Farmers Home Administration has had a long standing policy of extending

emergency operating crop loans to farms for up to 5 years if needed for them to
recover. This was our understanding as we faced efforts to recover from the 1972
disaster. After FmHA extended emergency crop loans to us for the 1973 and 1974
crop we found we still were not able to financially recover. At this point USDA
made an internal legal policy decision regarding PL 93-237 that they would not
make any more emergency crop loans and further that this decision would be made
retroactive to emergency loan programs already in progress from 1972.
We felt it was incredible that such a reversal of USDA policy could be made to

farms in the midst of attempting to recover under conditions where our collateral
was already fully committed. There appeared to be a serious lack of understand-
ing of agricultural needs, within USDA, of the problems created by disasters. It
has appeared that impartial study of PL 93-237 and review of Congressional
debate by the Library of Congress found no requirement that the existing emer-
gency loan program be curtailed and further no intent that such affect be retro-
active in effect. Thus it appears that our USDA has moved to severely restrict
the emergency farm loan program in opposition to the intent of Congress thru
internal legal opinion and development of rules and regulations. At a time when
our Secretary of Agriculture has called for more food production in our country
it is incomprehensible that his department should take such deliberate negative
action directed toward farms they have already formally recognized as severely
hurt thru the disaster declaration.
Our need for legislation to mandate effective emergency loan farm programs

is very apparent. We need an emergency loan program to provide farms, still
struggling with 1972 disaster losses, with long term, low interest refinancing
loans secured by real estate and personal property. We need annual operating
crop loans of low interest rates, that may be continued for_up to 5 years, secured
by the crop chattel to insure that the farm may continue with planting the next
year. We need a high enough limit of total indebtedness to allow our large farms
to be included. Security requirements should be secondary to the probably chance
for recovery of the farm business with a high priority in keeping the farm busi-
ness operating.
I feel H.R. 1854 is a bill that realistically recognizes the need for an effective

emergency loan program including farms still struggling with 1972 disaster
losses. I would urge that this subcommittee support H.R. 1854.

S. 555 is a bill that also recognizes the need for mandating low interest, long
term refinancing emergency loans and annual crop loans. I would urge that this
bill be amended to make section 4 and section 8 retroactive to June 1, 1972, and
further that the section 8 crop loan interest be limited to not over 5%.

Unless there is Congressional awareness and action to develop a meaningful
emergency farm loan program to include farms not yet recovered from 1972 losses
our farm business survival will be extremely difficult.

Mr. GILMAN. Mr. Chairman, accompanying me this morning is
Anthony La Scala, a vegetable farmer of the Ingrassia and La Scala
Farms, a large vegetable producer in our region at Middletown, N.Y.
And to my right is Stanley Wiecek, a vegetable farmer of the

W.K.W. Farms of Goshen, N.Y. Mr. Wiecek is also president of the
Orange County Vegetable Growers Association.
I would like to introduce Mr. La Scala for his testimony.
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STATEMENT OF ANTHONY LA SCALA, INGRASSIA AND LA SCALA

FARMS, MIDDLETOWN, N.Y.

Mr. LA SCALA. Mr. Chairman, and members of the subcommittee. I
appreciate the opportunity to appear before you today to address a
problem so crucial that, if left unresolved, it will eventually mean the
bankruptcy of myself and many other similarly situated growers in
Orange County.
As a grower who suffered a series of natural disasters from 1972

through 1974, and then had to live through his worst personal dis-
aster—dealing with the Byzantine machinations of the U.S. Depart-
ment of Agriculture—it is easy for me to discuss the measure before
you with an insight born of personal frustrations with the inability
of the FmHA to resolve our financial dilemma, either administratively
or through existing law.
It is my hope, that after listening to the personal accounts of two

()Towers who suffered natural disasters and then were denied the re-
quisite aid by the Department of Agriculture, you will perceive the
need to move expeditiously on the measures before you in order that
the growers of Orange County can return to the fields and produce
the food that is essential to this country's survival.
I would like to briefly comment on S. 555 and the changes recom-

mended by the Department of Agriculture during yesterday's
testimony.

Section 3. We must have clarification as to what is exactly meant
by the "credit elsewhere" test and what is meant by "reasonable rates
and interest."

Section 4. We support the amendment offered by Congressman Gil-
man yesterday that would have the effect of making S. 555 retroactive
to June 1, 1972. We believe that this is only fair since the Department
of Agriculture used Public Law 93-237 to retroactively cut off subse-
quent emergency aid to the growers in Orange County.
Section 5. The change to this section as proposed by the Department

of Agriculture is totally unrealistic. By granting 5 percent interest
on only the first $100,000 of loss, a double burden is imposed on
growers, since revenues from the amount of the actual loss are gone
forever and we are still stuck with paying high rates of interest on
that loss.
In our type of industry, where investments run between $1,200 and

$1,300 per acre, we would be severely penalized if you accept the
Department of Agriculture's suggested amendment.
The question of security is by far the most important aspect of

S. 555. It must be understood that the present Department of Agri-
culture's requirement for security that is adequate to assure repayment

iof the loan s simply impossible for many of us to meet.
Let me state the facts as they pertain to the large family farms

in Orange County. When Agnes hit us in 1972., many of us already
had outstanding mortgages with FLB and PCA. When FmHA loaned
us emergency aid in 1972, we were forced to pledge all our remaining
security. In the years 1973 and 1974, we were required to pledge, any
personal security that we might have left in order to qualify for an
operational loan. Thus 1975 finds us without the security required
by the Department of Agriculture in order to obtain further forward
financing.
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Many of the growers in Orange 'County have in fact been urged to
take chapter 11 of the bankruptcy law rather than continue under the
present intolerable circumstance. Yet, all we have asked for is a chance
to farm our land and repay our debts—not to take the easy way out.
Our area has never had a farmer on welfare in 75 years and we are
not asking for a handout now.
I urge the adoption of H.R. 1854 because it poses the only real

solution to our present dilemma. I would refer you to Congressman
Gilman's comments on H.R. 1854 and would endorse them whole-
heartedly.
Whatever bill is passed—and one must be passed—we ask that such

a measure be fair, equitable, and flexible, with language precise enough
to prevent future litigation and, most importantly of all, live up to
the intent of Congress to keep agriculture viable by enabling farmers
to produce the food that is necessary for our continued well-being.
Thank you.
Mr. BERGLAND. Thank you very much, Mr. La Scala, for your very

moving testimony.
At this time we will hear from Mr. Stanley Wiecek of Orange

County, N.Y. and then we will question you in block. Mr. Wiecek.

STATEMENT OF STANLEY WIECEIC, PRESIDENT, ORANGE COUNTY
VEGETABLE GROWERS ASSOCIATION, GOSHEN, N.Y.

Mr. WIECEK. Thank you, Mr. Chairman and Representatives. I
thank you on behalf of myself and the Orange County Vegetable
Association. I also thank the members of the subcommittee.
I am pleased to be here to testify on H.R. 1854. Existing USDA

legal interpretation of emergency farm loans, as administered through
the Farmers Home Administration, has resulted in policy that is
grossly lacking in providing meaningful emergency funding for the
normally viable, larger size family-owned and family-managed pro-
duce farms.
Present self-imposed limitations upon emergency farm loans by

FmHA exclude farms not yet recovered from the effects of the 1972
farm disasters from renewal or extension of emergency operating
loans. These loans had been available for continuance in disaster areas
for up to 5 years, in cases with a reasonable chance for recovery, as a
matter of longstanding policy.
One-half of our 10,000-plus-acre vegetable farming area in Orange

County, N.Y., faces an extremely difficult problem in securing ade-
quate operating capital for our 1975 crop. I operate a 300-acre vege-
table farm that normally would have a planting of onion seed well
underway by now. I have not been able to start planting at this time.
Unless I can find adequate operating capital soon, I will not be able to
operate at all in 1975.
Our valley lost heavily in 1972 with an extensive average of onions,

lettuce, and celery damaged by the weather. Wet weather in 1973
resulted in an even poorer crop than in 1972. Low prices in 1974 pre-
vented our financial recovery in spite of good crop yields. In the 3-year
period we have managed to use up our security through mortgages and
chattels to banks, PCA, and FmHA primarily.
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H.R. 1854 provides for emergency refinancing of indebtedness by a
grower over a long term with provision for short-term production
loans as needed for recovery in federally declared disaster areas.

This bill places highest priority in evaluating a loan request on the

farm resources, the operator's experience, and prospect for repayment
with secondary consideration of the security available which is con-
sistent with SBA loan policy.
H.R. 1854 limits interest rates to .a maximum of 5 percent recogniz-

ing that qualified farms have already been seriously hurt and are
striving to recover in a farming business enterprise that inherently
involves extensive risk of capital due to weather problems and uncon-
trolled market prices, to name two factors.
The provision for 7-year repayment on personal property secured

loans and 40 years for real property secured emergency loans relieves
the farm business of the added burden of having to pay off disaster
losses too quickly.
Farm investment is vastly greater now than 20 years ago. The pre-

vious emergency refinancing loan self-imposed FmHA limitation of
$300,000 total secured indebtedness was not realistic for a larger
family-owned farm. We feel the $5 million total debt limit will be
much more realistice in allowing viable farms to qualify.
Provision in H.R. 1854 for emergency crop loans secured only by the

crop recognizes that a farm suffering a disaster may have all the secu-
rity committed except for a current crop to be produced.
Senate bill S. 555 recognizes the need for emergency refinancing long-

term loans to cover the farm losses due to disaster with a 5-percent
interest rate ceiling in section 4. This section should be amended to
make it retroactive to disaster-incurred farm indebtedness since June 1,
1972.
And might I add here that S. 555 certainly recognizes the plight

of the farmer in the Mississippi Delta, and the urgent need of aiding
those farms stricken by that disaster. It, however, is not retroactive.
There are existing loans in FmHA which have been terminated by
self-imposed interpretations of existing laws. And certainly in the
future more disasters will occur; and a given bill, I should think,
should be much more flexible than the present form of S. 555.
S. 555 also recognizes the need for annual subsequent crop loans for

up to 5 additional years. This section should be amended to make the
annual emergency crop loan provision retroactive to disaster declared
areas since June 1, 1972.

Agriculture is a high risk business at best with heavy amounts of
privately borrowed long- and short-term capital invested. An effective
emergency farm loan program designed in consideration of the impor-
tance of keeping viable farms, with a reasonable chance for recovery,
in operation will go far to insure that the vast amount of private credit
needed by farms will continue to be available.
Such an effective farm disaster loan program will go far to help

stabilize our farming industry.
(1) I would also like to add that Mr. La Scala's mention of frustra-

tion due to local and State and Federal interpretation of FmHA
loaning policy is not peculiar to one case. It extends to every branch
of the farming business. Our frustration probably stems from the fact
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that farmers in general 'are not considered businessmen. They are not
considered as businessmen by the Small Business Administration, and
they are also shunned by the Small Business Administration. FHA,
in turn, doesn't recognize the farmer as a small businessman.
And all that we, as growers, ask is that we receive the same consid-

eration that someone such as a golf course operator or anyone else who
is considered a businessman receives.

Also, I would like to add that the farmer is not asking for handouts
or doles. He is asking for a loan—a loan not only to continue his form
of occupation and his form of livelihood, but also for a loan to support
agri-business, employees and agri-business in general. This is business.

Certainly the areas of Mississippi and Minnesota which were most
recently hurt by natural disasters are not unique in the sense that that
has happened in the past in the country and will continue to happen.
Therefore, I feel that the present FHA loaning policy, their regula-
tions, and their interpretation of existing regulations, is inadequate
for today's agriculture. And I do respectfully request and urge full
committee support of Mr. Gilman's bill, H.R. 1854, and also S. 555
with amendments. Thank you very much.
Mr. BERGLAND. Thank you very much, Mr. Wiecek. Apparently the

problem in and around Orange County, N.Y. is that the amounts of
credit needed for farming exceed the lending limits of FHA. They
currently have operating loans of up to $50,000 and real estate loans
of up to $100,000. Under those authorities, credit can be extended and
repayed for periods of up to 40 years.
But as I read your testimony, the difficulty is that your credit require-

ments exceed those limitations. Am I correct?
Mr. WIECEK. This is true.
Mr. BERGLAND. Are there any questions of these witnesses? Mr.

Bedell.
Mr. BEDELL. Mr. Gurda operates a 2,000-acre farm. Is that correct?
Mr. OILMAN. Mr. Gurda, who did submit his testimony, does operate

that large a farm; yes.
Mr. BEDELL. Mr. La Scala, how many acres do you operate?
Mr. LA SCALA. Approximately 700 acres.
Mr. BEDELL. What crops do you raise?
Mr. LA SCALA. Celery, lettuce, and onions.
Mr. BEDELL. How many people do you employ at those times when

you have your maximum amount of people involved?
Mr. LA SCALA. When we are operating the full 700 acres of property,

485 people will be needed at harvest time.
Mr. BEDELL. How many do you employ during the planting time?
Mr. LA SCALA. We never carry fewer than 50 people; and, it goes

up to approximately 100 people almost immediately in early April,
and continues along an increasing rate in May and June until harvest,
which is late June and through until the middle of October.
Mr. BEDELL. So the 50 people would be full time?
Mr. LA SCALA. That is correct. It will take a crew of at least 50

people at all times.
Mr. BERGLAND. Thank you very much, Mr. Bedell. Are there any

other questions or comments?
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If not, gentlemen, we want to thank you for bringing this evidence
to the committee. You may be certain that we will carefully consider
the recommendations you have provided as the subcommittee proceeds.
Mr. GILMAN. Mr. Chairman, once again I want to thank the com-

mittee for enabling us to appear before you with our farm witnesses.
I just wish to stress once again that our farmers in our region are not
seeking any special consideration, as farmers throughout the Nation
are requesting, .but are merely asking to be treated as businessmen
when they are confronted with natural disaster. The average business-
man can go in and get a long-term, reasonable interest loan which is
not available to larger farmers. I think this is something that I am
sure the committe is going to correct as they are reviewing the prob-
lems emanating from the existing emergency farmer loan programs.
Thank you, Mr. Chairman.
Mr. BERGLAND. Thank you very much, Mr. Gilman.
Are there any others in the gallery who wish to be heard or

provide a statement for the record on the bills pending before the
subcommittee?
I understand that two or three of our colleagues in the House have

statements prepared for the record. Without objection, the record will
stay open until tomorrow night for the purpose of receiving those
statements.
If there is no one else who cares to be heard, the hearings receiving

testimony on these matters will close.
It will be the Chair's intention that we not proceed with markup

this morning. We simply don't have the time to consider the many
matters pending before the subcommittee. We will schedule a markup
session at an early date next week.
In talking with leadership of the House, I am informed that the

House floor calendar in the next few weeks is filled. So there would
be no chance for any action we may take to be considered in the House
within 2 weeks anyway. So the urgency in marking up the bill is not
as important as would be the case if the calendar were open.
The Chairman inquires as to the situation on our amendments to the

emergency livestock loan program on the floor. We are No. 8, Mr.
Chairman. We were No. 2 at one time, but there has been some shifting
in the agenda for matters that were originally on the agenda for this
week but were delayed because of the action on the Vietnam aid bill.
So that put us back.
I doubt very much that there would be any chance that we will be up

today. I am told that we will not continue into the late hours this
evening, and that the House will not be in session tomorrow. So we
have been informed by Mr. Foley that the earliest that we would prob-
ably be considered would be next Tuesday.
On Wednesday of next week, the House will consider the budget

bill. That has 10 hours of general debate and with the amendments to
be offered it will probably take the balance of the week. So if we don't
get on the calendar next Tuesday, it will, unfortunately, be put off
until the following week.
Are there any other comments or questions from the members of the

subcommittee?
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If not, I want to thank you very much for attending this morning.
It is especially important to commend you considering the fact that
you were in session until 3 this morning.
The subcommittee will stand adjourned.
(Whereupon, at 11:20 a.m., the subcommittee was adjourned.)
[The following statements and correspondence were submitted:]

STATEMENT OF HON. ED JONES, A REPRESENTATIVE IN CONGRESS FROM THE STATE
OF TENNESSEE

Mr. Chairman, I appreciate this opportunity to present my ideas on S. 555 and
express my sincere support for this legislation.
I have seen the need for this legislation not only in my area of Tennessee, but

throughout the agricultural areas of the nation. The shortage of credit has
reached critical proportions in areas of the south and mid west. The extra burden
of debts from losses suffered in the last year have made it practically impossible
for farmers and ranchers to continue their operations. In many instances, the
market value of livestock has dropped so low that even prior credit sources are
expended.
I feel that S. 555 is a major step toward improving the disaster loan pro-

gram, and will allow it to function in a far more equitable manner. For instance,
the credit elsewhere test, which is in section 3 of the bill, will allow those pro-
ducers who have truly suffered disaster losses, to obtain the necessary financing
to stay in business. Those operators who are able to obtain credit from other
sources will be forced to do so, and thus relieve the stress on the limited supply
of capital.
However, I feel the most important provision of S. 555 is that element which

allows a farmer to borrow over and above the amount of his loss. Even though
the excess loan will be at the current market rate of interest, it will nevertheless
allow the producer to make added improvements to his operation.
In addition, annual subsequent emergency loans for a period up to five years

could be made when borrowers need additional credit to continue their opera-
tions, and are not able to obtain financing from other sources. Again, however,
the interest rate on these subsequent loans would be the market rate of interest
and not subsidized by the federal government.
Mr. Chairman, I have discussed only a portion of the provisions contained in

this legislation; however, I feel these are most important in the improvement of
the Emergency Loan Program. I would hope that this legislation could receive
prompt and careful attention by your Subcommittee, and that it be reported to
the Full Committee as soon as possible.

STATEMENT OF CHAUNCEY L. DENTON, JR., PRESIDENT, NATIONAL COTTON COUNCIL
OF AMERICA

Mr. Chairman, this statement is submitted on behalf of the National Cotton
Council, which is the central organization of the American cotton industry. The
statement is submitted in support of S. 555.
Farmers in many areas of the Cotton Belt are currently attempting to carry

on land preparation and planting operations under a combination of adverse
conditions that have no parallel in recent agricultural history. Costs of each and
every input involved in the production of cotton are at inordinately high levels.
And these higher costs come at a time when prices for cotton are about 25 cents
a pound lower than in the Spring of 1974. All cotton farmers are affected by these
two conditions—higher production costs and lower market prices.
A third element—adverse weather—has added to the problems of many farm-

ers in several areas of the Cotton Belt. Reports from North Carolina to Texas
indicate excessive moisture, cool weather and in some areas flooding have brought
farming operations to a standstill. These reports could have added another
dimension to the situation by pointing out that in many instances the local banks
and other financial organizations lack the resources to provide additional funds
and credit to carry farmers through this difficult period. Under these conditions,
it seems imperative that the Congress act to assist farmers engaged in producing
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needed food and fiber by making additional credit available. Unless credit is

provided without delay, many farmers in the Cotton Belt will not be able to
plant and produce crops this year.

S. 555 approved earlier by the Senate contains amendments to the Consolidated
Farm and Rural Development Act that if enacted into law would do much to
alleviate the difficult credit situation many farmers face. We urge your approval
of these amendments.
Changes they would effect in the FHA emergency loan program are as follows:
1. The Secretary is authorized to designate any area as an emergency area for

purposes of the emergency loan program if he finds that a natural disaster has
occurred in the area which substantially affected farming, ranching, or oyster
producing operations. Under existing law, the Secretary is required to find a gen-
eral need VII; agricultural credit which is the result of a natural disaster before
he can make such a designation.

2. The Secretary is required to make loans available in emergency areas
declared by the President. Also, there is added a requirement that the loan
applicant be unable to obtain sufficient credit elsewhere at reasonable rates and
terms.

3. Loans may be made for crop or livestock changes deemed desirable as a
result of changes in market demand since the occurrence of the disaster. Loans
may include, but are not limited to, the amount of the actual loss sustained as a
result of the disaster.

4. The prevailing private market rate of interest for similar loans, as deter-
mined by the Secretary, shall apply to the amount of any loan in excess of the
actual loss caused by the disaster. As under existing law, the maximum rate of
interest for emergency loans made for actual loss would be 5 percent. Adequate
security to assure repayment of loans is required.

5. The Secretary is authorized, with respect to any disaster occurring between
January 1, 1975, and July 1, 1976, to make an emergency loan for an operating
type purpose for not more than 20 years if it is determined that the applicant's
financial need as a result of the disaster justifies a longer payment term than
that normally extended for operating loans and there is adequate security to
assure repayment.

6. The Secretary may delegate to State Directors of FHA authority to make
emergency loans without a formal designation when 25 or less farming, ranching,
or oyster producing operations in an area are affected by a natural disaster.

7. In order to be eligible for emergency loan assistance based on a production
loss, an applicant must show that he incurred at least a 20 percent loss of normal
per acre or per animal production as a result of the disaster.

8. The Secretary is authorized to make annual subsequent emergency loans
to a borrower, for up to 5 years, when he needs the credit to continue his
operation and cannot obtain financing from other sources. The prevailing rate
of interest in the private market for similar loans, as determined by the Secre-
tary, would apply to these subsequent loans.
S. 555, therefore, Mr. Chairman, will provide needed assistance to many

farmers who are adversely affected by disaster conditions. We believe passage of
the bill will materially contribute to the production of adequate supplies of
food and fiber. We urge the approval of your Committee and subsequent passage
by the Honse.
We greatly appreciate the opportunity provided to submit the views of the

National Cotton Council on this important legislation.

Hon. BOB BERGLAND,
U.S. House of Representatives,
Washington, D.C.

THE AMERICAN BANKERS ASSOCIATION,
Washington, D.C., April 24, 1975.

DEAR CONGRESSMAN BERGLAND : The American Bankers Association takes this
opportunity to support S. 555 which will simplify procedures and improve the
Emergency Loan Program. This is a program which provides support for victims
of natural disasters.
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We are particularly pleased that the legislation will reinstate the provision
limiting emergency loans to borrowers who are unable to obtain sufficient "credit
elsewhere" to finance their needs at reasonable interest rates and terms. We
believe that this provision will eliminate the more affluent and provide neces-
sary credit for those with a real need for emergency credit.
Our Association also is pleased to note that the legislation has made provision

for forward financing and at commercial rates. This will reduce government
expense and bring more private financing into the program.
Our Association has some concern with the amendment to Section 324 which

increases the maximum maturity for emergency operating loans from seven to
twenty years with respect to victims of disasters occurring between January 1,
1975 and July 1, 1976. We believe a twenty year term is longer than necessary
and could be used as a subsidy for borrowers who are able to amortize emergency
loans on shorter maturities. This could possibly be abused by lenders and bor-
rowers alike.
We urge enactment of this legislation as a means of providing more effec-

tive assistance to those unfortunate farmers and ranchers who have been in-
volved in disasters.

Sincerely yours,
LESLIE W. PETERSON,

Member, Agriculture Bankers Division and President,
Farmers State Bank, Trimont, Minn.

DELTA COUNCIL,
Stoneville, Miss., April 24, 1975.

Congressman BOB BERGLAND,
Chairman, Conservation and Credit Subcommittee, Committee on Agriculture,

U.S. House of Representatives
Mn. CHAIRMAN AND MEMBERS OF THE SUBCOMMITTEE: My name is B. F. Smith.

I am Executive Vice President of Delta Council, an organization representing
the 18 Delta and part-Delta counties of Mississippi. Our area is largely dependent
upon agriculture for a livelihood and our principal crops are cotton, soybeans
and rice.
For the third year in succession, our area is experiencing devastating floods

from the Mississippi River. Although not yet as severe as in 1973, approximately
one million acres in our area are now underwater from Mississippi River back-
water and from interior stream flooding. The Mississippi River crested in Vicks-
burg on April 12 and we expect a very slow fall, barring additional storms in the
headwater areas including the Missouri, Ohio and Tennessee River Valleys.
Even if the Mississippi high water stages continue ot fall as expected, it will be
late June before much of the flooded areas can be planted in crops. This means
that it will be too late to plant any crop except soybeans and even then, reduced
yields are a certainty because of the late planting date.
In addition, our entire area experienced the most unfavorable weather condi-

tions in recorded history in 1974. Weather records show that we had 42 inches
of rainfall during the first six months of 1974. Our normal rainfall is 52 inches
per year. Crops that were saved from spring and early summer rains were
reduced in yield by rains that started in September and extended through
December. In fact, this unusual pattern of frequent and heavy rainfall has
extended into 1975. As of April 17, farmers had only 11 days this year that
they could enter fields with farm machinery to iirepare land for spring planting.
The optimum planting dates for cotton in this area are April 15 to May 15 and
less than 50 percent of the land in the Mississippi Delta has been prepared for
planting. We are, therefore, facing the prospects of a late crop with all the
hazards of severe losses should we have an early frost this fall.
As a result of the disaster experienced in 1974, many of our farmers were

unable to meet notes for production credit and have high debt carryovers. Our
agricultural credit agencies are straining every resource to extend credit for
crop production and are doing an outstanding job. Where land equity is low,
however, farm credit agencies have found themselves in a position of not being
able to provide needed financing. This is also true of a great many farmers who
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rent land. Most of these farmers have had an excellent production record and
their plight is due to disaster conditions aggravated by low commodity prices
and sharp increases in production costs.
We were greatly concerned to learn that Farmers Home Administration pro-

grams that had previously 6een available to assist farmers who had disaster
losses and who could not obtain credit from normal sources were no longer
available due either to changes in the law or to changes in regulations. Without
immediate action to alleviate our problems, many good farmers in our area
are facing bankruptcy.
We, therefore, urge immediate approval of amendments to the Consolidated

Farm and Rural Development Act as provided in Senate Bill 555, already passed
unanimously by the United States Senate and now before your Subcommittee.
S. 555 makes changes in the emergency loan program administered by the

Farmers Home Administration. The changes would simplify the procedures under
which loans are made to victims of natural and major disasters and make addi-
tional credit assistance available to them. This bill has been approved by the
U.S. Department of Agriculture and, we understand, that is looked upon favor-
ably by the Office of Budget and Management.
We respectfully urge favorable and prompt action by the Conservation and

Credit Subcommittee, the Committee on Agriculture and the House of
Representatives.

Respectfully submitted.
B. F. SMITH,

Executive Vice President, Delta Council.

Hon. BOB BERGLAND,
Chairman, Conservation and Credit Subcommittee, House Agriculture Committee,

Langworth House Office Bldg., Washington, D.C.
DEAR CHAIRMAN BERGLAND : Please include this letter in the record of hear-

ings concerning S. 555 to amend the Consolidated Farm and Rural Development
Act to strengthen the disaster loan program.
Farmers Union supports enactment of this legislation. We understand some

minor amendments have been proposed when the bill was passed by the Senate
on March 26.
We have confidence in you and members of the Subcommittee to take whatever

action on the amendments that seems to be in response to the interest of
farmers who are eligible for disaster loans.

Sincerely,

NATIONAL FARMERS UNION,
Washington, D.C., April 28, 1975.

REUBEN L. JOHNSON,
Director of Legislative Services.



BUSINESS MEETING

WEDNESDAY, APRIL 30, 1975

HOUSE OF REPRESENTATIVES,
SITBC03IMITTEE ON CONSERVATION AND CREDIT

OF THE COMMITTEE ON 
AGRICULTURE,Washington,D.C.

The subcommittee met at 10 a.m. pursuant to call, in room 1302,
Longworth House Office Building, non. Bob Bergland (chairman of
the subcommittee) presiding.
Present: Representatives Bergland, Poage, de la Garza, Richmond,

Baldus, Hightower, Bedell, English, Madigan Jeffords, and Kelly.
Staff present: Robert M. Bor, counsel; John Hogan, associate coun-

sel; and Steve Pringle, staff consultant.
Mr. BERGLAND. The Subcommittee on Conservation and Credit will

come to order. We are here today to consider a bill, S. 555, and compan-
ion bills after 2 days of hearings last week during which we received
testimony from representatives from the Department of Agriculture,
Members of Congress, and others.
The Senate has passed the bill, S. 555, after holding a hearing in

the field and hearing departmental comments in the committee meet-
ings here in Washington. The bill passed the Senate with some
amendments.
There have been a number of Members of Congress and others who

have urged that we move on this matter with some dispatch because
it will rather dramatically change the authorities of the Department
of Agriculture in administering the emergency loan program.
The testimony provided by the Department was generally sup-

portive of S. 555 with some amendments which are outlined in the
statement provided by the Assistant Secretary before the committee
on April 27.
I think it might be best at this time if we would have our counsel

talk of the provisions of the bill. You have before you a copy of the
bill and the Senate committee report which is easier to read and does
explain the proposition in considerable detail.

Counsel, if you would, I think we ought to take a section at a time.
If the Department has any comments on a section, would you call that
to our attention so we may consider it as we proceed rather than taking
a shotgun approach on the entire proposition. If we go section by
section, we can proceed rather systematically.
Mr. BOR. It may make it a little easier to follow the bill if we were

to pick up the Senate committee report. This is a report on the emer-
gency loan program. I think each of you have a copy of this before
you. Turn to page 8. Beginning on page 8 they have included the

(53)
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changes that would be made by S. 555 in the provisions of existing
law. It can be seen more readily how this fits in with existing law as we
go through the provisions of S. 555.
The first part deals with the change in a designation of areas. The

first part, which is section 2 of the bill provides that you do not have
to take a poll of the area, as previously was the case to determine
whether generally speaking there is a need for credit in the area. The
language would enable the Secretary to designate any area as an emer-
gency area if he finds that a natural disaster has occurred there which
substantially affects farming, ranching, or oyster producing operations.
The last time we met, the question was raised in regard to the word,

"may." Section 2 *says, "The Secretary may designate any area," if
he finds these conditions to exist. I think the concensus around the
table at that time was that it would perhaps be appropriate to change
the word, "may" to "shall." The Department indicated no objection
to the substitution of the word, "shall" for the word, "may."
Mr. BERGLAND. The net effect of this section would be to eliminate

the rather cumbersome procedure through which the Department must
now go prior to its designation of an area for emergency credit.
The Department support of this change is contingent upon the in-

troduction of a credit elsewhere test which comes later in the bill. It
would seem to me that this would be a very worthwhile change. Does
the committee have any comment on this?
What about the matter of changing the word that appears on line 6,

striking the word "may" and inserting the word, "shall ?" As counsel
has suggested, the matter was brought to the attention of the Depart-
ment last week and they had no objection.
Mr. POAGE. Mr. Chairman, I move to strike the word "may" and

insert the word "shall."
Mr. BERGLAND. The motion has been offered that we take out the

word, "may" and insert the word, "shall."
Mr. BERGLAND. In effect, if the word is adopted, it means the Secre-

tary may determine whether or not conditions in the community exist
to warrant the designation of the application of the emergency credit
program. If he finds the conditions exist, then he shall approve the
program. Is there any other comment? •
All those in favor say, "Aye"; opposed, say "No." The "ayes" have

it; the amendment is agreed to.
Mr. KELLY. May I ask a question on this point about the extended

authority of the Secretary? I have an explanation here saying that
without formal designation, the State director finds the emergency
has substantially affected 25 or less farming, ranches, or so forth;
the language here and the point that you referred to in italics does not
have any such limitation as 25.
Mr. BERGLAND. If I may direct your attention to section 6 on page 3,

line 21, it deals with the matter to which you have referred. We will
get to that section directly. I don't think that in any way affects sec-
tion 2 of the bill; does it?
Mr. BOR. No.
Mr. KELLY. All right.
Mr. BERGLAND. Thank you, sir. You may proceed, Mr. Bor.
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Mr. BOR. Section 3 of the bill is the provision that adds the credit
elsewhere test as a qualification for eligibility. This is a new provision
and has the support of the Department.
What it means is that once an area has been found to be a disaster

or an emergency area, a person can qualify for assistance under this
program only if he cannot obtain credit elsewhere on reasonable terms
or conditions.
Mr. BERGLAND. I think this is one of the more important sections

to the bill. As the members may recall, the current law does not have
such a test. There have been a number of instances in which rather
well-to-do persons have suffered an economic loss on their farm due to
natural disaster. They have been approved for credit at 5-percent
interest. This provision would require that before an applicant would
be eligible for a loan, he must have been turned down elsewhere. If he
had successful enterprises on the farm or had sufficient credit and
collateral so he was bankable, he would not be eligible for this emer-
gency 5-percent loan.
Mr. BEDELL. I have no objection to this section, Mr. Chairman, but

I think the present law provides that after 2 years there is an effective
credit elsewhere provision. It says that if the person who gets the loan
can get credit elsewhere then the Secretary shall call it off: Is this
correct?
Mr. BOR. I understand that they follow what is known as a gradua-

tion policy. If a person's circumstances improves so that he can repay
the loan, then he has an obligation to repay the loan, even though the
term of the loan may be for a longer period of time.
Mr. POAGE. That is true, as I understand it, not only for the disaster

loans but of any of these low-interest loans paid by Farmers Home
Administration, that they do apply this graduation policy. If the indi-
vidual reaches the stage where he can get credit elsewhere, he has to
take it.
Mr. BEDELL. After 2 years?
Mr. POAGE. Yes. That is to prevent a person from buying a farm of

his own to pay a low rate of interest when he could get the money from
the Farm Credit Administration or from any local banking institution.
He is able to use that credit if he has reached a state in his economic
development where it is available to him. That applies not only to
disaster loans, but homeownership loans and all the rest of them as I
understand it.
Mr. BEDELL. I presume it would still be in effect even with this sec-

tion in it, would it not?
Mr. BERGLAND. Yes, it would. I do not think this would in anyway

alter the graduation policy. It would have the effect of reducing the
number of persons who apply for credit. We have had a number of
instances brought to our attention where the Office of FHA has been
flooded with applications, many of whom clearly would not be eligible
under this new criteria. It would enable the Department to concentrate
on those who have a genuine credit need.
Mr. POAGE. There are some who make profit on the credit situation.

You actually make a profit by the disaster because you are able to bor-
row the money cheaper.
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Mr. BERGLAND. Yes, sir. It is possible to get a substantial loan under
this authority and deposit it with a savings association and draw a
rate of interest higher than charged. Is there any other comment, ques-
tion, or objection to section 3 as explained by counsel? If not, we will
move on to section 4.
Mr. BOR. Section 4 enlarges the scope of the emergency loan pro-

gram. As the law now reads, the loans can be only made to cover the
actual losses that have been incurred. Section 4 would allow the loan to
be made not only to cover the existing losses but for regular operating
loan purposes, so the farmer can get back into business, and to cover
changes that are deemed desirable as a result of changes in the market
demand since the occurrence of the disaster. You almost have to read
this in the context of section 5 because the more liberal provisions of
the act apply to the loans that are made to cover the actual loss;
whereas, the balance of the loan is subject to interest rates that are
prevailing in the private market for similar type loans.
That is to say, in section 5, it is provided that the interest rate of

not in excess of 5 percent would apply to the amount of the loan to
cover the actual loss. The higher interest rate would be applicable to
the balance of the loan.
Mr. BERGLAND. Mr. Bor, sections 4 and 5 refer to subtitles A and B

of this title. What does that mean?
Mr. BOR. Subtitle A covers real estate loans and B the operating

type loans. The operating type loans have a limit in terms of time for
7 years; whereas the real estate type loans can be as long as 20 years.
Mr. BERGLAND. The current emergency loan practice is to set up a

loan for payment over how many years?
Mr. BOR. Seven years.
Mr. BERGLAND. The current law in the emergency title?
Mr. BOR. The emergency title makes reference back to the term

that applies to a regular operating loan. If you would notice on page 3
of the bill, line 3, the term of these loans is, "but not later than pro-
vided for loans for similar purposes under subtitles A and B." So
that for the term, they follow the regular procedures. If you would
like, I could go on to describe some of the other ramifications of
section 5. I just mentioned a few so you could understand a little
better what the effect of section 4 is.
Mr. BERGLAND. Is there any comment on section 4?
Mr. KELLY. Mr. Chairman, I have a question.
Mr. BERGLAND. Mr. Kelly?
Mr. KELLY. Would you go by this in section 4, "As well as crop

changes deemed desirable as a result of changes in market demand."
What does that mean?
Mr. .BOR. I understand that this would allow him to continue his

operations as he would have in the absence of the disaster, or to change
his operations to take account of changes that have occurred in market
demand since occurrence of the disaster. He could get financing for
either type of operation.
Mr. BERGLAND. In other words, if Mr. Kelly would yield on that

point, let us assume that a county was stricken by a flood and farmers
within the county were eligible for this disaster loan but it took them
some time to get the loan processed. In the meantime, there was a



57

change in market demand. They might shift from livestock to grain.
This would enable them to borrow money at 5 percent to accommodate
that shift, if that shift were due to market demand; is that how you
understand it?
Mr. BOR. That is my understanding; to allow them to shift from

one crop to another as a result of market demand.
Mr. HOGAN. Mr. Chairman, I would think the disaster reflects the

actual damage. Let us assume you had actual flood damage to build-
ings, to fences. Those are things for which the farmer or rancher could
obtain a loan to bring those back into usable condition.
Presumably, in the course of that, he might, if it were that time of

year where he had planted an early crop and that crop was destroyed
and had to be replanted, this operating portion would give him the
wherewithall—the credit and what have you—to go out and buy the
fertilizer;  the seed, to obtain the general money for all other outbreak-
ing costs to go out and replant, resell whatever has been destroyed in
the course of the flood which would not normally be covered by this
type of loan. That is the crop aspect.
The livestock aspect, presumably if you had the destruction of the

cattle, the actual loss there would be covered. You might have some
buildings destroyed, but if you decided to go on into a different kind
of operation, you would be able to finance that particular portion to
fro into a different type of livestock, poultry, if you wish.
Mr. BERGLAND. Mr. Kelly.
Mr. KELLY. Then, as I understand it, the existing act or interpreta-

tions of it have limited the loans to financing in the area of farming
that was in progress at the time of the disaster. If you wanted to switch
from an emphasis on beef to an emphasis on grain, you would not be
able to get loans for this purpose.
Mr. HOGAN. Under the current enactment. In other words, you

wouldn't be able to get the financing for that portion. You would just
get the disaster portion.
Mr. BOR. That is right. Under the current law, the only financing

you could get would be to cover the actual losses that have been sus-
tained. You could not obtain financing to carry your operations for-
ward after you had restored the amount of the loss.
Mr. BERGLAND. Mr. Baldus.
Mr. BALDUS. On that same point, I can see some time in the future

the word, "since" defining in a hard manner the changes in market
demands since the occurrence of natural disasters. I know sometimes
farmers will switch tactics not because of the market and how it is
presently reflected, but because there is an overreaction in the market.
They can see by the time they are in production they will need to be
in a different kind of cycle. There are several ways, Mr. Chairman, it
might be cured. For instance, put a period after "desirable" so it would
read, "for loans under subtitle A or B of this title, as well as for crop
or livestock changes deemed desirable." You are pinning it down two
ways—market demand and "since," which is very narrow allowance
for change. If we were to do that, I would think, then, we might want
our report to show that it is not our intention to make it that narrow.
Mr. KELLY. Mr. Chairman, would the gentleman yield? Thank you. 

iI think the reason for the "since" pretty clearly s that it is not the
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intention of this legislation to finance a change of business unrelated
to the disaster. If, as a result of the disaster, there is a need to change
or a desire to change, then it is legitimately financed under this bill.
If a farmer had the intention or the desire to make some change in
direction of his operation, then it should not be financed under this bill
because there happens to be an intervening disaster. I think the "since"
is probably a good thing.
Mr. BALDUS. But you are complaining of the credit elsewhere and

to the extent of the disaster.
Mr. KELLY. Right.
Mr. BALDUS. Given that, at the same time, if it is desirable to make

a change, it would still be rather loose wording. It would be deemed
desirable by the Secretary as well as the farmer. If you put a period
there, I do not think it would be all that damaging.
Mr. BEDELL. It is my Understanding that in the last storm, there

were a number of cattle people who because of the serious loss which
they faced, were told by the Department that loans were only avail-
able for them to replace the cattle they had lost. What they really
needed was money to plant their crops rather than replace their cattle
in order to stay in business. This was as a result of a storm that it all
happened, but I do not believe it was really a result of change in
market conditions since the storm.
It would seem to me that it would accomplish our purposes better

if we did put a period after "demand." I don't think it is the end of
the world. I think it would have been in the best interest of everyone
to have given those farmers a leeway to take the money that they had
lost and so they could plant crops rather than say they had to replace
their livestock.
Mr. BERGLAND. Do you offer that as an amendment, Mr. Baldus ?
Mr. BALDUS. I would affer an amendment for a period after, "deemed

desirable."
Mr. BERGLAND. And striking the words-
Mr. BALDUS. "Changes in market demand since the occurrence of

natural disaster."
Mr. BERGLAND. Those words woud be stricken under the amendment

offered by the gentleman from Wisconsin.
Mr. HIGHTOWER. He is not eliminating the balance?
Mr. BALDUS. Yes.
Mr. BERGLAND. He has offered an amendment to put the period in

line 12 after the word, "desirable," 
Mr. KELLY. Excuse me • you said "desirable" on line 12?
Mr. BERGLAND. Line 13, put a period after the word, "desirable"'

and strike the words, "as a result of changes in market demand since
the occurrence of the natural disaster." Is there any other comment?
Mr. BOR. Would you retain the colon after the word, "desirable?"
Mr. BERGLAND. We would retain the colon in the Proviso.
Mr. BOR. So you would not have a period after those words.
Mr. KELLY. Mr. Chairman, I have one of the staff attorneys telling

me that I have the wrong bill. There is some confusion here.
Mr. HOGAN. You should have the one referred to this committee in

front of you.
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Mr. BERGLAND. I am referring to S. 555; dated April 7. Confusion
can be attributed to the fact that there are two S. 555's. One is dated
April 7.
S. 555, April 5, is the proper one. We are working now from the bill

dated April 5 that has passed the Senate.
The amendment offered by the gentleman from Wisconsin on line 12,

page 2 would insert a colon and strike the words, "as a result of
changes in market demand since the occurrence of the disaster," on
line 14. Is there any other comment on the amendment?

All in favor say, "Aye;" all opposed, "No." The "Ayes" have it.
The amendment is agreed to.
Mr. HOGAN. Mr. chairman, on that, do you want to start out a new

sentence with the proviso or do you want to put a semicolon after it?
You are putting a period in as I understand it.
Mr. BERGLAND. We are putting a colon in.
Mr. POAGE. May I raise a question? I do not mean to criticize. The

only way we are going to proceed • here and make any progress on
any of the markups is for the staff to get the punctuation. We cannot
sit here and argue whether we have a colon or a period. The semicolon
changes the meaning of the constitution. That is what we are referring
to. The opinions are not cited by any lawyer today. Unless we find
there is something specifically important about punctuation, we have
to let the staff write the punctuation rather than us take up every
comma and period. I do not mean it at all critically but let the staff
do it and get it done.
Mr. BERGLAND. I think the Chairman makes a good point. We will

proceed with section 5.
Mr. BOR. Section 5 provides two categories of loans. One is the loan

that will cover the actual loss. For this type of loan, there is an interest
rate of not to exceed 5 percent. The balance of the loan that would
enable the producer to go on with his operations and finances will
be for a term of years that is comparable to the regular operating
loans he could get under the program.
A question had been raised as to whether this provision of the bill

is any different from what a producer can normally obtain from
Farmer's Loan Administration in the way of operating loans. What
this does is to enable loans to exceed $50,000 for on-going operations.
The regular operating loan provisions that govern Farmer's Loan
Administration restrict maximum amount of a loan to $50,000. This.
provision would lift that upper limit.
The other thing that is different is that the overall limitation on_

the amount of operating loans that can be provided, is provided in,
the Department's appropriation act. That comes to $525 million which.
is used up usually early in the year, sometimes in the middle of the,
year.
The appropriation act provides no upper limit on the amount of

loans that could be made available under the emergency loan pro-
visions. You do have that distinction.
Another distinction that comes about here is that in the regular

operating loan program, no loans are provided to corporations and
partnerships whereas under this bill, under the emergency loan pro-
visions, not only does Farmer's Loan make loans to individuals, but.
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also to corporations and partnerships that have as their principal
activity livestock, farming operations, and oyster producing
operations.
There is a proviso that has been added to section 5 to which the

Department makes an objection and that is that certain types of
disasters—those occurring between January 1, 1975 and July 1, 1976—
the loan can be up to 20 years instead of the 7-year upper limit which
is currently the case.
I might say under this bill, you would have a 7-year operating

loan Kid could have it extended annually for another 5 years under
a provision that comes a little later. It is under section 330A which
is section 8 of the bill. Section 8 of the bill provides for an extension
of the loan for another 5 years.
In essence, the way the bill is without the proviso, you could get a

loan initially for a 7-year period. Under section 8, it could be extended
annually for another 5 years. Under the proviso, the initial loan could
be for a period of up to 20 years. The question the Department raised
has to do with security. They say the term of the loans that are made
is based upon the security that is provided by the producer. Normally,
a loan would not exceed the life expectancy of the security, when you
are dealing with normal operating loans. We had raised the question
as to whether there is a security other than real estate that would
have a life expectancy of as much as 20 years.
Mr. POAGE. Mr. Chairman, I raise a question on that right now. It

says it may be extended for not more than 20 years if the Secretary
determines the need for the loan application justifies such a long re-
payment period. In other words, it does not guarantee a farmer any-
thing. It simply says the Secretary can extend it if he wants to. He
doesn't have to extend it if he doesn't want to. I cannot see that it
places any restrictions at all on the Secretary. He has to make that
determination. It does not help the farmer because it does not give him
anything he doesn't have anyhow. If the Secretary wants to give him
a loan, he could give him a longer loan but it doese not guarantee the
farmer anything. It does not hurt the Department. I do not know why
it is needed in there. I don't know why the Department should object
to it, either. Does anybody feel that it is worth anything?
Mr. BEDELL. It is quite important to me that the Department indi-

cated to us that if they could have given longer term loans they would
have done so. The way the law was written, as you say, it restricted
them and prevented them from doing so in those few cases where they
felt it was adequate security.
Mr. KELLY. I think there is a difference between black and white.

What has happened here is that there is a very narrow provision to
cover a very narrow portion of the United States to give them a very
special program. Everyone in Congress has the need—either present
or future—to accept the program. I think this provision is skating on
the thinnest kind of ice to start with. If everyone is in the same boat
on this, it would seem this is the way the boat ought to go because it
is probably not going to go at all if it is tinkered with. The Senate
has passed it. If you want to live dangerously, rock the boat.
I am assisting Mr. Bedell. He has talked with me about this. I pre-

viously announced I had no objection to it if it could be put in the
proper form, and I think this is it.
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Mr. POAGE. Will the gentleman yield?
Mr. KELLY. Yes, sir.
Mr. POAGE. I think when it comes to whether you are rocking the

boat, you will find that the Department has more leverage than any
of the rest of us. If it is helpful, I do not want to disturb it. But
if it is not helpful, if it leaves it up to the Secretary anyhow, I can-
not see why they should object to it. If they do, it doesn't help
anyone and I do not see why we should keep it in there. They don't
have to have very much to come on the floor and object to it. If the
Department objects to the bill, there will be 50 votes on your side and
they will vote against it automatically without caring a thing in the
world of what is in it. If, in my reading, it does not help the farmer,
and, unless it does, then I do not seee any reason why we should comply
with what the Department wants.
Mr. KELLY. Will the gentleman yield?
Mr. POAGE. Yes.
Mr. KELLY. I want an opportunity to use this time. I think to suggest

that it is not going to help the farmer is to suggest that the Secretary
is not going to try and help the farmer.
Mr. POAGE. If the Department objects to having the right to help

the farmer, I can't see how they are going to help them.
In other words, if the Department is afraid to have the privilege of

helping them, then I wouldn't think it was going to help to give them
the right when they say they don't want to use it. That is what I am
getting at. The Department says they don't want it in there. How can
you expect them to help the farmer if they are already on the record
as saying, "No, this is bad."
Mr. KELLY. Mr. Chairman, I think the difference is being hit by a

small rock or a big rock. The Department could very well feel that to
have to take everything that comes through the tube is one thing but
to have some discretion with regard to the areas covered in the situa-
tion is another thing. Under this language the Department could be
inundated with a claim from all over the United States. They would
have no discretion and we could have a bunch of lawsuits. Putting this
discretion in there enables the Department to deal with what is to be
dealt with. I think just opening up what we don't know for sure what
we are dealing with is a dangerous thing.
Mr. POAGE. Let's get this straight. I understood the counsel to say

that the Department objected to this language.
Mr. BOR. That is right.
Mr. KELLY. To what language?
Mr. POAGE. The language that is in the bill now; the language that

gives them this discretion.
Mr. BERGLAND. If you would yield to me, it might be useful if I

would read briefly from the Department's testimony on that point.
The proposed 1-year period would extend beyond the useful life of security and

since many times the family farmers do not have real property to offer, these
special benefits would not be available to them if a severe disaster struck. The
same dates within which eligibility occurs does not provide equal treatment to
all disaster victims, including others who may have had a severe disruption of
their operations as occurred in the specified 18-month period.

The objection raised by the Department, is to the terms of the bill
and amendment as proposed, they can go up to 20 years if there is
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adequate security, in the case of the tenant farmer who does not have
equity in land, the Department feels this would not apply. They would
have to deny the 20-year extension to those who did not have adequate
security, namely, real estate, presumably, and could provide it only to
those who had some kind of security that was of sufficient value to
secure a loan for up to 20 years.
Mr. HIGHTOWER. Part of the objection is, as I understand it, the

dates. I don't see any reason why we can't extend moving those dates
and let it apply to any kind of disaster situation at any time.
Mr. BERGLAND If the gentleman would yield on that point. Mr.

Hightower, the objection is not to the limiting of dates. Their objec-
tion is that it would bring inequities. They could approve a 20-year
payment for a farmer who had real estate. They could not approve a
loan o-C. that duration for one who operated a tenant farm.
Mr. HIGHTOWER. What you are saying is true. I think also they are

saying that the inequity is as a result of these dates. It is still a dis-
cretion for the Secretary if we take out the date. It is just a matter,
then, of his discretion. I do not see how he could object to it.
Mr. KELLY. Would the :gentleman yield?
Mr. HIGHTOWER. Certainly.
Mr. KELLY. The reason why there is a compelling reason to assist

the people in this arctic hurricane is, just by happenstance, that we
have a serious natural disaster which settles down upon a serious
market condition. It imposes a double-damage that is not normally
existing. It was for this reason I have felt favorably disposed toward
this provision rather than open up a whole new program that is pos-
sibly going to cost more money than can be afforded at the present
time.
Mr. HIGHTOWER. Mr. Kelly, in response to that, I want to try to

help these people too. If we remove the dangers, we could perhaps
make it possible to help the victims of a gulf hurricane. Still, there
would be a discretionary type of a law for the Secretary. I can't see
how the Secretary could object to that. He won't have to use it if we
take the dates out. It cannot be discriminatory.
Mr. BERGLAND. Are there amendments to section 5? If I might

ask counsel, this is the section to which the Department recommended
an amendment?
Mr. BOR. That is right. There is another matter that needs to be

taken into account when you are dealing with section 5. That is, the
Department wanted to put in a limit of $100,000 on the 5-percent
loan so it could be obtained under this section. They felt that that
should be sufficient. That is for the loans for actual losses.
Mr. BERGLAND. The section provides that the 5-percent loan would

be limited to the actual amount of loss. It authorizes the use of addi-
tional credit under this title for the subsequent years, subject to the
rate of interest that bears the commercial market value.
Mr. BOR. The way the section is now worded. Mr. Chairman, the

5-percent loan would cover whatever the actual loss would be, even if
it were in excess of $100,000. The suggestion the Department had made
is that the 5-percent loan would be limited to an amount not in excess
of the $100,000. The balance of financing to cover actual losses would
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be under the other provision which requires that the interest rate § be
at the commercial market rates.
Mr. BERGLAND. Thank you, Mr. Bor. Are there amendments to

section 5?
Mr. KELLY. Could I have one more question? Are there any recom-

mended ceilings on the second portion of the loan?
Mr. BOR. No.
Mr. KELLY. So the $100,000 limit just applies to the first portion?
Mr. BOR. Just the first portion; that was their recommendation.
Mr. BALDITS. The Department has asked for that. Very frankly, I

see a need for the $100,000 limitation. It would seem that the provision
ought to be added in line 21, "caused by the disaster but not to exceed
$100,000." I offer that as an amendment.
Mr. BERGLAND. The gentleman from Wisconsin has moved an

amendment on line 21, after the word, "disaster," to insert the words,
"not to exceed $100,000." Is there any comment or discussion on the
amendment?
May I ask counsel a question? Is this the proper place for this?
Mr. BOR. I think it would be proper.
Mr. BERGLAND. All those in favor say, "aye;" all those opposed,

"no." The ayes have it. The amendment is agreed to.
Are there any other amendments in section 5? If not, we will move

on to section 6.
Mr. BOR. Do I understand, sir, that the second proviso would remain

intact under the action the subcommittee has taken.
Mr. BERGLAND. No other amendments were offered.
Mr. POAGE. I think we have something that doesn't mean anything

to anyone except that it may jeopardize your bill. Those of you who
think the Department of Agriculture can't kill a bill, haven't been
keeping up with the farm bill. We passed a bill here that most of you
objected to because you thought it didn't go far enough. The Depart-
ment is recommending a veto because they say it goes too far. You
didn't believe it; you didn't believe they could do that. They have
done it.
I hope to pass it over the veto, but it is not passed over as yet. You

are jeopardizing your bill. All I want to say is you are going to come
up here with a proposition of having the Department objecting to a
bill. Unless there is a great deal of merit—of good to be obtained—it
seems to me it is very foolish to run counter to their objections if you
meet their objections without losing anything. If you feel it is impor-
tant to keep it in, I have no objections to it.
Mr. BERGLAND. Mr. Chairman, I do not believe it would necessarily

jeopardize passage of the bill. I think, on balance, it is more desirable
than objectionable from the Department's point of view. Obviously,
amendments will be offered in committee or on the floor to meet the
Department's suggestions.
If there are no amendments to section 5, we will proceed to section 6.
Mr. BOR. Section 6 is a provision that would authorize the State

directors of Farmers' Home Administration to make emergency loans
in areas where there are relatively few people affected by the disaster.
What that covers are areas that are contiguous to the areas where the
major disaster has occurred or where the emergency is in effect and
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those areas which may be in a separate county but are bordering on the
areas where the disaster exists. In those areas, rather than requiring
secretarial action, authority would be provided so that State directors
of Farmers Home would enable the loans to be made to qualified
people.
Mr. BERGLAND. Mr. Bor, it wouldn't necessarily only apply where

you have some farms in a county contiguous to a county designated
as eligible for the disaster loan. Would it not also be applied in an area
where you may have a flash flood that destroyed a few farms? A State
director Could exercise his authority in this title and approve disaster
loans for those fewer than 25?
Mr. BOR. That is right, sir. That type of area would also be covered.
Mr. BERGLAND. I think it is a very desirable amendment. Are there

any amendments to section 6?
Mr. KELLY. Yes, Mr. Chairman, I have an amendment. My amend-

ment is to strike the words in line 23 after the word, "ranching," and
instead insert, "or aquaculture."
Mr. POAGE. Shouldn't you do that in every place this occurs? It oc-

curs three times.
Mr. KELLY. I am planning to. The logic behind it is, that I know

there are some shrimp operations and many others coming down the
tube. It does not seem logical to consider just the oyster operation.
Mr. BERGLAND. The gentleman from Florida has offered to amend

line 23 to strike the word, "oyster" and replace it with the word, "aqua-
culture." Is there any discussion?
Mr. BOR. Would there he a definition provided for "acquaculture"

as to what is included in that term?
Mr. KELLY. I think the word itself is about as descriptive as oyster

producing.
Mr. BERGLAND. If the gentleman would yield, may I ask counsel

or the gentleman from Florida, does the word, "acquaculture" appear
in the dictionary and carry a legal connotation?
Mr. BOR. We would have to look it up, sir.
Mr. BERGLAND. I wonder if in a court of law there would be any

problem with it.
Mr. KELLY. Mr. Chairman, would there be.any objection—if there is

a problem—to affix a definition that would provide a coverage of the
intent to define an operation which would produce food in the sea?
Mr. POAGE. Not only the sea, but in any water—fresh water.
Mr. BERGLAND. It has been suggested by the gentleman from Florida

that the committee report ought to establish the term "aquaculture"
and its implications.
Mr. HOGAN. It is not defined, Mr. Chairman, in the regular colle-

giate dictionary. I assume we could get a definition out of the special
agriculture dictionary or something from the Library of Congress.
Mr. BERGLAND. It is the gentleman's invention, however, the word

aquaculture would include oysters and shrimp.
Mr. KELLY. It would include production of any kind of food.
Mr. BERGLAND. Fresh water fish, such as cultured catfish, as is com-

munity found in some regions of the country.
Mr. HOGAN. It would be fish farms?
Mr. KELLY. It would include plant life as well as animal life; any

food that is cultured or grown in the sea or water. This would not
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include fishing in the open sea or anything done in the open sea. It
would only include that which is cultured and grown.
Mr. BERGLAND. I think the gentleman makes a very good point. The

committee report can reflect the term. Is there any comment on the
amendment offered by the gentleman from Florida?
If not, all in favor, say "aye;" those opposed say, "no." The "ayes"

have it; the amendment is agreed to.
Mr. BOR. If this amendment is adopted, it becomes necessary to

make similar amendments in different provisions of the bill. For ex-
ample, section 2 of the bill has a reference only to oyster-producing
operations. I would presume that it is the committee's intention that
we would change the language in section 2 to use the same terminology.
Mr. POAGE. I ask unanimous consent that the term be applied wher-

ever it appears.
Mr. BERGLAND. Is there any objection? The Chair hears none. The

amendment will be applied to every section of the bill where proper.
Mr. HOGAN. It is in section 7 and 8 subsequently.
Mr. KELLY. If there is no objection, Mr. Chairman, that was my

intention.
Mr. BERGLAND. We will proceed with section 7.
Mr. BOR. Section 7 is a qualification on those applicants who are

eligible to receive assistance. In the language of the bill, they have to
establish that they sustain at least a 20 percent loss of normal per acre
or per animal protection as a result of the disaster.
The Department has suggested an amendment to this particular

section. They have given us the language that would accomplish their
desires. What they would like to see is that the loss not be applicable
to the entire farming operation but rather to any single enterprise
which constitutes a basic part of the farming operation.
If you can show that any basic part that constitutes a part of the

farming, ranching, or oyster producing operation has sustained at
least a 20-percent loss, those farmers would qualify for assistance. It
would not be necessary, as stated in section 7 now, that the entire
farming, ranching, or oyster producing operation must have sustained
at least a 20-percent loss.
Mr. BERGLAND. I think it is a very desirable amendment. Testimony

was brought to the committee recording instances in which the farm
had a devastating loss on grain and had other enterprises that were
of some considerable import in terms of gross revenue, which lost as
well economically—but not due to the disaster. Under the rules pro-
mulgated by the Department following current law, if they had a
livestock enterprise, for example, that generated substantial revenues,
the farmer was unable to obtain credit on the portion that did suffer
a great loss. This would enable each enterprise to stand separately.
With the credit elsewhere test, it would obviously not, in any way,
allow persons to take advantage of the 5-percent loan.
Mr. POAGE. I move the adoption of the amendment.
Mr. BERGLAND. The amendment has been moved by the gentleman

from Texas to insert the words, "that each enterprise should stand
separately in the consideration of the emergency application." Is there
any discussion?
Mr. KELLY. Where is that insertion made?
Mr. BOR. This would be a substitution for what is currently in

section 7. I will read you the way the Department has suggested it.
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As they would suggest, it would read, "An applicant seeking finan-
cial assistance based on production losses must show that a single
enterprise which constitutes a basic part of farming, ranching, or
oyster-producing operations—and we would substitute aquaculture—
has sustained at least a 20-percent loss of normal per acre or per animal
production as a result of the disaster."
Mr. BERGLAND. The amendment has been offered by the gentleman

from Texas. Is there any discussion?
Mr. BALDITS. Mr. Chairman, the way it reads now, it does not say

that an applicant would have to show on his whole operation, rather,
it is restricted to say, "An applicant seeking financial assistance based
on production losses must show that farming, ranching, or oyster-
producing operation has sustained at least a 20-percent loss of normal
per acre or per animal."
It seems to me that is adequate. I have no objection to the amend-

ment but I would think it would be a matter that would probably
enlarge the burden on the person making the application. With the
present wording, you would have to show that he has a 20-percent loss
per acre or per animal, and, on as many acres and animals as he had.
We would also have to show that an operation that he had also showed
a loss. In other words, a soybean operation or a hay operation or bean
operation would have to reflect that loss. He might have had a hun-
dred acres and forty acres that did not do so well. He might still meet
the credit tests. It would seem this would be a restricting amendment.
Mr. BERGLAND. If the gentleman would yield, I think it is a clarify-

ing amendment. The difficulty we are having and have had with the
emergency program is that you may have a farmer who has a very
devastating loss on corn compared with the preceeding years. Then
they have a substantial cattle feeding operation. The compared gross
with the preceeding 3 years shows no loss. When you average it all out,
he found himself ineligible for a loan even though he lost heavily on
the cattle enterprises monetarily, not due to the disaster but due to the
sliding market conditions. This would permit each enterprise to be
considered on its own merits. I think it is a much desirable amendment
to clear up an area that is rather murky.
Mr. BEDELL. Does this "per acre or per animal" have any difficulty

for Mr. Kelly with his amendment on aquaculture ?
Mr. KELLY. No. Mr. Chairman, may I respond?
Mr. BERGLAND. Mr. Kelly.
Mr. KELLY. In the sea, they are either grown animals or plants.

They have to be doing it on a per-acre basis or some sort of desig-
nation.
Mr. BEDELL. You think animals would cover catfish?
Mr. KELLY. Yes.
Mr. BERGLAND. Is there any other comment on the amendment. If

not, all in favor say, "aye;" all opposed say, "no." The amendment
is carried. Section 8?
Mr. BOR. Section 8 is a provision which would allow extension of

emergency loans that have been made under the other provisions of
the bill for a period of not to exceed 5 years.
One thing that came up in the course of the testimony, was a sug-

gested amendment raised by Congressman Gilman. When he looked at
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this provision, he was under the impression that the extension would
only apply to individuals and would not apply to corporations or
partnerships. I have called over just before coming here to the Depart-
ment to find whether they were aware of that type of distinction being
drawn. I also spoke with a member of the staff of the Senate Agri-
culture Committee to find out from him whether there was an intention
there in the Senate to draw this kind of a distinction for extended
loans. In both cases I have been advised that it was their intention that
the applicants who could qualify for the original loans apparently
were also intended to be covered by the extended loans.
It may be desirable to add some clarifying language here so the

subsequent loans would be made to persons who qualified for the origi-
nal loans under the earlier provisions of the bill. If the committee
agrees to this suggestion, perhaps they might give the staff a little
freedom to formulate the correct terminology.
Mr. KELLY. May I ask a question?
Mr. BERGLAND. Mr. Kelly.
Mr. KELLY. Previously, where the bill here provides that a corpo-

ration may make these loans, what section is that?
Mr. BOR. You won't find that in S. 555. What you have to do is turn

to page 8 of the Senate Committee Report. There it shows the persons
who are eligible for loans in first instance.
On page 8, you will notice a paragraph, section 321 (b) about two-

thirds of the way down. There are two categories in (b) . One is appli-
cants who are established farmers and oyster planters and who are
citizens of the United States and the other category is to private
domestic corporations or partnerships engaged primarily in farming,
ranching or oyster planting.
Mr. KELLY. You are saying that that language would not cover the

situation in section 8?
Mr. BOR. There was a question raised by Mr. Gilman about the way

section 8 was worded, where they talk of loans to continue farming,
ranching or oyster-producing operations. It may be implied that it
was designed to be applicable only to the first category that is listed
on page 8, namely, farmers, ranchers or oyster planters who are citi-
zens of the United States and not the second category, private
domestic corporations or partnerships.
Mr. BERGLAND. That is the way I read it. In other words, the 5-year

extension would be authorized only for the established farmer, rancher
or oyster planter and would not be available to the private corpora-
tions or partnerships.
Mr. BOR. Apparently, there is nothing in the Senate Committee

Report that would indicate that that was the intention of the Senate.
I talked with a member of the staff. I do not know whether he
correctly reflects the intent of the Senate committee. He said they did
not intend to draw any distinctions there. It is a matter the committee
ought to consider in reviewing this particular provision; whether the
committee would want to make these extensions applicable only to
individuals and not to corporations and partnerships, or, whether on
the other hand, they would want the extension to be made available to
both these categories.
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Mr. BERGLAND. Would it be appropriate on line 11 to strike the
words, "farmers, ranchers and oyster producers", and insert the words,
"eligible borrowers"?
Mr. BOR. Yes.
Mr. KELLY. Is the word in this bill, "applicants", Mr. Chairman?

What do they call these people all through the bill?
Mr. HOGAN. Persons eligible for loans.
Mr. KELIdY. I would suggest that we insert there whichever descrip-

tion they are using to refer to it.
Mr. BERGLAND. The gentleman from Florida has offered an amend-

ment that we insert the appropriate language to authorize the 5-year
extension to all eligible applicants. The staff will have the power to
insert the appropriate legal terminology. Is there any discussion?

All in favor say, "aye' all opposed say, "no." The "ayes" have it
it is agreed to. Section 9?
Mr. BOR. Section 9 is a provision which would allow the adminis-

trative expenses to come out of a revolving fund—the Agricultural
Credit Insurance Fund. This would mean they would not need to have
annual appropriations for this purpose but they could tap the revolving
fund for administrative expenses just as the revolving fund is used
to generate the funds that are made available to eligible applicants.
Mr. POAGE. When we get on the floor, the Appropriations and Budget

Committee is certain to object to that. I know the Department likes
having it. It is one of those things they have to have in order to get
support. But you are buying the opposition of some rather influential
sections on the floor when you put that in there. Personally, I have no
objection to using this but you are jeopardizing the bill. I keep trying
to tell you but you people seem to think you can pass anything. You
think it is good. We can't do it. We can only pass that which we can
get the votes for. There is a lot of strength in the House which is not
going to vote for a bill which has financing in it. You are wasting
the bill when you come out there and let them get on the floor and
say this bill has back-door financing in it. There will be 150 others.
Mr. BERGLAND. This section 9 would be subject to a point of order

under rules of the Budget Control Act?
Mr. HOGAN. Yes, sir.
Mr. DE LA GARZA. There is something which might enter into the4

discussion here, Mr. Chairman. We would offer it not for that reason,
but for something that I started quite a while back.
I would like to offer an amendment, but let me preface it. The Agri-

culture Committee has very little oversight over the Department of
Agriculture. We do not have authorizing authority. I have taken this
as my chore in the Congress that nobody cares about what we say.
We pass legislation for 2, 3, 5 years—whatever we can get away
with. That is it. Anytime we pass any legislation, I am going to offer
an amendment. I hope the members will agree with me. Before the
money is appropriated, this committee must authorize it. This is the
amendment I would like to offer;  that all funds to be appropriated
for the purposes of this act and the Consolidated Farm and Rural
Development Act, shall be authorized annually after the passage of
this act. That means they have to come here every year to tell us what
they are doing--how much money they need to implement the act
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which we passed, which we have jurisdiction of, rather than forget us
completely and go to Appropriations every year. They have to go to
Appropriations anyway, so we are not imposing any burden. Many
times they come the same day to the authorizing committee. I am
sitting on another committee who authorize how many chairs they
put in a room. They authorize for the Coast Guard, for Transporta-
tion for Maritime for everyone. This committee authorizes for no one.

BERGLAND. :Ire you offering that as an amendment? It has been
pointed out that section 9 will be subject to point of order on the floor,
pursuant to the Budget Control Impoundment Act of 1974. It no
way can survive that point of order. Mr. Madigan?
Mr. MADIGAN. I move to strike section 9.
Mr. BERGLAND. The motion has been offered to strike section 9. Is

there any comment?
Mr. BALM'S. I am concerned about that. Mr. Elliott was here the

other day and I asked him how they were doing on their current law.
The following day, we heard Congressman Oberstar here before the
committee saying that they were not doing anything under the current
law. I have letters in my file from the State Administrator in Wis-
consin saying the reason he can't do anything is because he doesn't
have any money. Part of that blame was because the appropriation for
mileage was cut by 10 percent. A single office, instead of having $44.00
had $40.00. I can't imagine that that was the limiting factor but in
addition, they have hired emergency help extra, additional help.
It appears that they are not going to get the job done which is the
opposite of what Mr. Elliott said when he was here. That did not seem
to be an adequate amount of response to this question of financing
administrative expenses for the bill. Certainly if the Department does
not like the particular function of this whole act, they can fund one
part and not another because it is emergency moneys. They have
emergencies, and, in some places they don't. If they fail to reappro-
priate from areas that do not have emergencies to those that 

do, 
then

they administratively subvert the intention of the bill. I feel it is
necessary for the committee to get some hold on how that is done,
since we are the ones who say it ought to happen. It is not happening
properly, currently. I think it is a pregnant question.
Mr. BERGLAND. Is there any other discussion on the amendment?

If not, all those in favor say, "aye;" those opposed say, "no." The
"ayes" have it. Section 9 is stricken.
Mr. DE LA GARZA. I would like to offer a new section 9. All funds to be

appropriated for the purposes of this act and in the Consolidated
Farm and Rule Development Act, shall be authorized annually after
the passage of this act.
Mr. BERGLAND. The gentleman is recognized to support his amend-

ment.
Mr. DE LA GARZA. Let me add one other thing. The only objection

to this heretofore has been from Mr. Whitten, who has stated, and
sometimes corrected, that the authorizing committee delayed the ap-
propriation process. They delayed it too much in passing authoriza-
tion legislation. This cannot happen now under the new budget pro-
cedure. It could happen, but the budget procedures sets dates for when
the authorization process is to be concluded. That argument is gone.
The only thing that is left is, who is going to have authority to author-
ize, the Subcommittee for Conservation and Credit, or solely Appro-
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priations, without any consultation with this committee? That is the
reason why I offer this amendment.
Mr. POAGE. I am thoroughly in favor for what the gentleman in

Texas wants to do. I think it is exactly right. This committee ought to
exercise some control over the actions of the Department. There is no
way you can control the Department except to control the money.
The Appropriations Committee has, for practical purposes—and I

don't say this unkindly because they have done it very properly, but
they have in past years exercised a degree of control on the Depart-
ment. -This committee has not exercised it because they did control
these appropriations. I would like to suggest on this amendment, it
seems to me, beginning with the fiscal year 1976—we do not want to
try to make this applicable during these last two months. Fiscal year
1976 begins the first day of July. It would seem to me that that would
take care of this. With that kind of a change, I would certainly be
strongly in favor of the amendment.
Mr. DE LA GARZA. I think the chairman is correct in that respect. I

would be happy to amend it—to strike out, "after the passage of this
act," and insert, "beginning with fiscal year 1976."
Mr. BERGLAND. Is there any objection to the amendment to the

amendment? The Chair hears none. It is agreed to. Would you read the
amendment again?
Mr. DE LA GARZA. That all funds to be appropriated for the purposes

of this act and the Consolidated Farm and Rule Development Act
shall be authorized annually beginning with the fiscal year 1976.
Mr. BEDELL. Doesn't that mean to say "authorized by this

committee?"
Mr. POAGE. Authorized by Congress.
Mr. DE LA GARZA. When you say authorized, it carries with it the

appropriate jurisdiction committee.
Mr. POAGE. The Congress has authorized we are the committee

which would have jurisdiction.
Mr. BERGLAND. Is there any other discussion on the amendment

offered by the gentleman from Texas?
Mr. BOR. Is it the intent for this amendment to cover not only the

Emergency Loan Act but also the regular operating and real estate
loan programs?
Mr. BERGLAND. As I read the gentleman's amendment, it covers the

Consolidated Farm and Rural Development Act.
Your amendment is not just limited to the application of the emer-

gency loan program but rather extended it?
Mr. DE LA GARZA. Right. I am covering another one if I can. This is

an amendment to the rule also to the Consolidated Farm Rural Devel-
opment Act. I am taking two steps and including the other one.
Mr. BERGLAND. Are you satisfied, counsel?
Mr. Boll. I have your answer, sir. I think we may want to check this

out with the parliamentarian to make sure we do not run into a point
of order problem. If we do, we can always obtain a waiver.
Mr. DE LA GARZA. This bill does amend the Consolidated Farm and

Rural Development Act?
Mr. BOR. It does.
Mr. DE LA GARZA. That is what I am doing,
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Mr. HOGAN. Your language amends just this act and the Consoli-
dated Farm and Rule Development Act, so it amends them both. If we
could have the discretion to look at how it might best be stated.
Mr. DE LA GARZA. I would ask that counsel be given the authority to

use the appropriate wording to make it abide by the rules.
Mr. BERGLAND. Is there any objection? The Chair hears none.
A question occurs on the amendment offered by the gentleman from

Texas. All those in favor say, "Aye;" all those opposed say, "No." The
"ayes" have it; the amendment is agreed to.

Senator Eastland has written me a letter that Congressman Bowen
testified in support of a section 10. It reads as follows:
Insofar as practical, the provisions of this act shall be effective from the date

of enactment and shall be put to all disasters occurring on, or after April 1, 1974.

The genesis of that is from the regions of the South which were
stricken by a major disaster last fall. It is their intention that the
provisions of this bill as amended would apply to all applicants who
are eligible under the previous program. Is there any comment on
the amendment?
Mr. DE LA GARZA. May I follow the chairman's words of caution?

Once you go back and set a date, you are opening yourself to 3, 6 more
months-1 year 
Mr. POAGE. On August 24, 1974, we suffered a disaster. I do not be-

lieve we can go back. As Mr. de la Garza says, if we go back to that
30 days to catch up, somebody else will have 45 days; somebody else
had 60 days ago. They still have the disaster in Mississippi. They have
the water in their fields now. They come in under the terms of this.
We do not have to go back. We have a continuing disaster. I am not
unsympathetic with those folks that are flooding, if they are flooding.
Mr. BERGLAND. I should point out to the committee that a letter dated

April 29 addressed to me from the Department is signed by James E.
Bostic, Acting Assistant Secretary. I will read part of it. '
Mr. HOGAN. I think they each have a copy of it.
Mr. BERGLAND. I call your attention to the Department's objection

to this proposal on the grounds that it raises serious constitutional
questions. They are not prepared to have a ruling on them but they do
object to the inclusion of that amendment.
Mr. HOGAN. I think the constitutional problem would involve

whether, in fact, the Department would have the authority to go back
and put a credit elsewhere test on previously committed loans. That
is the constitutional aspect.
Mr. BERGLAND. That is correct.
Mr. BOR. If you wish to have an amendment like this, or something

similar, the problem could be overcome by some language that would
make it clear that this bill would not have any effect on loans that
have already been made. The problem that the Department had when
they looked at this language, was that they had the impression that
you would have to provide the provisions of this act across the board
to whatever happened from the time of the disaster in 1974. If you
had a, loan that had been made under the old law without the credit
elsewhere test, there would be an obligation to look over that loan
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if the man did not satisfy the credit elsewhere test. I think that prob-
lem could easily be overcome by language in a bill that would say this
would have no effect on any loans that have been made.
Mr. BERGLAND. Are there any further amendments to the bill?
Mr. DE LA GARZA. Let me just say something in addition. This

worries me. Before most of my colleagues were here, we had a series
of disasters to such an extent that in my congressional district, I had
three disaster designations going at the same time with different
interests, with different criteria for participation. Everybody was
upset. One got 3 percent, I think $1,900. We passed another bill that
made it 1 percent and gave $5,000. That is what we are trying to clear
up with this legislation to start all over again and get some good
legislation that will work from now on. I say if we go back one day we
are getting into trouble. I would hope that we don't go back at all
and vote for this legislation. It is too bad that we couldn't help the
people in the past but it will allow some good for those in the future.
Mr. BERGLAND. The gentleman has made the recommendation that

we pass the amendments adopted. All those in favor say, "Aye"; those
opposed, "No." The amendment is adopted unanimously. Is there any
other business to be brought before the subcommittee?
Mr. BALDErS. Mr. de la Garza raised the question of oversight on the

part of the committee. If that amendment would pass, it would become
some other responsibility. There have been questions by Mr. Oberstar
and myself. I do not know what the chairman might deem appropriate
but a review of how the present program is carried out might be useful
to the committee. I think there might be some problems the commit-
tee would be interested in.
Mr. BERGLAND. The Department told me they are considering some

amendments to the operating loan authorities and to the real estate
section. They are not prepared yet to come down and testify. But they
will be ready sometime perhaps in July. They want to introduce the
question of lending limits and other matters. I am certain it would be
an appropriate time to undertake a broad-gage review of those and
other titles.
Mr. BALMS. The difficulty I have is they are now making loans on

the crops of the last year so the Department can replant this year. The
time has come but the loans are not here. I think from a review of it,
only about 15 percent of the loans are made. I think the authority
runs out in August. My question is—
Mr. BERGLAND. If the gentleman would yield, I would bring out that

the Department has been admonished not only by the subcommittee
but by the Appropriations Committee to take such action as is neces-
sary to expedite these loans.
Mr. BALDIJS. They do not have the money.
Mr. BERGLAND. They have apparently worked out some sort of an

arrangement with the Committee on Appropriations. There is a matter
pending that would give them what they need to accommodate the
needs. I do not know what process exactly is happening—I think it is
still pending in the Senate but it is moving through the system.
Mr. JEFFORDS. It is $150 million net supplemental.
Mr. BERGLAND. It is about that.
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Mr. JEFFORDS. I have one other report to make with respect to sec-
tion 2 of S. 1236. Language has been agreed upon between the House
Appropriations staff people and the Department.
With respect to that section, I will be introducing an amendment on

the floor to accomplish the needed changes. It is substantially the
same wording which was reviewed by this committe.
Mr. BERGLAND. Thank you very much. The subcommittee will stand

adjourned.
[Whereupon at 11:45 a.m., the subcommittee was adjourned.]
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Longworth House Office Building, Hon. Thomas S. Foley (chairman)
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Present: Representatives Foley, Poktge, Vigorito, Jones of Tennessee,
Bergland, Brown, Bowen, Litton, Breckinridge, Richmond, Nolan,
Weaver, Baldus, Krebs, Harkin, Hightower, Bedell, McHugh, English,
Fithian, Jenrette, D'Amours, Wampler, Sebelius Findley, Thone,
Symms, Johnson, Madigan, Peyser, Jeffords, Grassfey, and Moore.

Staff present: Robert M. Bor, counsel; Hyde H. Murray, counsel;
John E. Hogan, associate counsel; and Steve Allen and Nick Ashmore,
staff consultants.
(At the conclusion of previously scheduled business, the committee

proceeded to consider S. 555.)
The CHAIRMAN. I would like to move now to consideration of the

bill S. 555. The Chair recognizes Mr. Bergland for a report.
Mr. BERGLAND. The bill S. 555 has passed the Senate. Our sub-

committee has held public hearings. We received testimony from the
Department of Agriculture, members of Congress, and others. The
Department came with recommendations to be considered by the
subcommittee which were carefully considered and for the most part
accepted as amendments to S. 555.
I don't have a statement from the Department, but I think they are

generally favorable to the bill as amended.
Section 2 eliminates much of the redtape which is currently involved

with the designation of the disaster counties. May I point out that
this bill only amends the disaster loan program. It does not deal with
the regular operating loan program or the ownership program, but
rather it is intended to simplify and make the emergency loan program
more effective.
One of the problems, which had arisen, was in the very complicated

provisions and procedures which the Department was obliged to use
to determine whether or not a county was eligible for the emergency
loans by having a very extensive credit survey.
In this section 2 we find:
The Secretary shall designate any area in the United States . . . if he finds that

a natural disaster has occurred . . . substantially affected farming, ranching,
or aquaculture operations.

Mr. Chairman, this was recommended by the Department, and
it will simplify the entire procedure. The substitution of 'aquaculture"

(75)
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in lieu of "oyster producing" operations would accommodate persons
involved in the production of fresh fish or the harvesting of salt water
sea life. It comes under the general definition as described on line 10
of page 1.
On page 2 we have inserted a very important provision on line three.

That is the installation of a credit elsewhere test. Under the current
program it has been possible for farmers, who had a crop loss of 10
percent or more from their normal production as a result of the disaster,
to get the 5-percent direct loans even though they had considerable
resources elsewhere.
I know of examples where people who own farms had ample re-

sources and were able to get an FHA loan only because the rate of
interest was attractive to them.
Under our amendment the only producers who would be eligible

for this 5-percent credit will be those who cannot get credit anywhere
else. This has the effect of tightening up the program and the effect of
limiting these loans to those who really need them. I think it is a very
important change and one that can be recommended and was strongly
recommended by the Department.

Section 5 of the bill on line 17 also has substantive changes. We have
limited the amount of the 5-percent loans to not more than $100,000.
Currently, there is no ceiling and there have been loans made well over
$100,000. We thought it was appropriate to install this limit.
Mr. POAGE. It seems to me that you should add "per loan" following

"exceed $100,000." Some will say that you are putting a $100,000
limit on the program. Would there be any objection to that addition?
Mr. BERGLAND. That is what the subcommittee intended. If you

so move, I would support the addition.
Mr. PEYSER. Could I ask for clarification?
Mr. POAGE. I would simply add on line 21, page 2 where they add

the amendment "but not to exceed $100,000" the words "per loan."
When we wrote it up, I guess none of us thought of it. I think this is

merely a caution. Then, there cannot be any question.
Mr. PEYSER. What I want to be sure of here is that the $100,000

limitation applies only to the subsidized interest, not to the total
amount that can be borrowed under this program.
Mr. BERGLAND. The answer is yes, the $100,000 limitation applies

only to the 5-percent portion.
There is another section which we have added dealing with forward

funding and which carries the commercial rate of interest which we
don't intend to limit.
The CHAIRMAN. If the gentleman will withhold his amendment

until we get into the amendment process, I would appreciate it.
Mr. BERGLAND. The second part of section 5 provides for the

authority to enter into forward funding. We found in testimony that
many complications arise out of having a loan to pay off last year's
losses with no convenient way of authorizing credit for the succeeding
year. This provision authorizes an eligible borrower to borrow up to
$100,000 at 5 percent, if need be, but not to exceed the actual amount
of loss sustained as a result of the disaster.
In the same operation he can borrow money to finance the credit

needs of the next year and do it under one authority.
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On page 3 we have amended the title that currently limits the re-
payment of these emergency loans to 1, 2, or 3 years. The law is vague
on this point. We specify that these loans can be paid up to 7 years
plus 5 years extension; or if there has been severe damage done to the
real estate on the farm, they can have up to 40 years to repay this
emergency loan.
On page 3, line 8, the subcommittee retained the amendment in

S. 555. It generated some controversy when it was brought to the
full committee some 4 weeks ago in the form of a separate bill.

This is a proposition that allows, the consideration of those loans
that were made in parts of the Midwest to farmers who suffered losses
as a consequence of the Arctic hurricane. It authorizes the Depart-
ment to make those loans repayable at the end of a period of 7 years.
but not more than 20, if the Secretary finds that the loan applicants
justify a longer repayment period.

Section 6 is one that would eliminate many of the difficulties which
have arisen in instances where a disaster may strike part of a county
and where 25 or fewer are affected adversely The county could not be
considered as eligible for disaster aid per se by the Secretary because,
a small area has been affected.
There are instances where a county was designated as eligible for

emergency loans and the counties contiguous were not damaged enough
to qualify. This would allow the State director to authorize emergency
loans in those areas where there has been substantial loss suffered by
25 or fewer farmers.
On page 4, section 7 is a meaningful change from the current law.

Currently the farmer has to show that he has lost at least 10 percent,
of his crop from his normal production average. We felt that the 10-,
percent variation from year to year was kind of normal. So, we in-
creased that to 20-percent loss from normal.
The single enterprises, which constitute the whole farm is what we

are addressing here. Currently the law is written in such a way that
the farmer may end up with a devastating loss on his corn as a conse-
quence of frost, for example. At the same time, if he has a substantial
livestock operation, the current law requires that the entire farm
operation had to be taken into consideration in order to determine-
eligibility.
You may have a devastating crop loss which did 'not affect other

operations on the farm. Farmers were effectively denied access to this
lending authority because their whole operation did not put them in a,
10 percent or more loss category.
We have made each enterprise on the farm stand separately. Keep,

in mind that we still have the credit elsewhere test.
If the crop losses elsewhere are substantial, and the banks can carry

that enterprise in the usual fashion, he will not be eligible for this,
5-percent credit.

Section 8 provides that there can be subsequent loans made at pre-
vailing market rates of interest 1 year at a time up to 5 years; that is,
in those instances where that particular kind of a loan would appear
to be more appropriate.
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Section 9 on page 5 is an amendment offered by the gentleman from
Texas, Mr. de la Garza. It provides that the Department of Agriculture
will make a request authorizing money to be appropriated for con-
solidated farm and rural development for each fiscal year.

Under current practices the Department has ongoing authority,
and the committees to which they turn for counsel on many of these
matters is the House Committee on Appropriations.
It had been suggested, and subsequently recommended, that the

Department's authority be from one year to the next and that the
authorizing committee be obliged to hold annual, authorized hearings
to authorize the expenditures of money, not only for lending purposes
but for administrative purposes.
The intention is to provide the committee with better control over

the operations of the Department of Agriculture.
Mr. Chairman, I think that essentially concludes my summary.

You have before you a staff explanation of these various provisions.
Counsel, have you provided both summaries for the members?
Mr. BOR. There are two separate summaries. One is a summary that

consists of comments that were provided by the Department of Agri-
culture on various amendments contained in S. 555. The other is a
summary which Mr. Hogan has prepared. It provides a brief ex-
planation of these provisions.
MT. BERGLAND. That concludes my report.
The CHAIRMAN. Are there any questions?
Mr. PEYSER. There are some things not completely clear to me. One

of our colleagues in the House, Mr. Gilman, had a problem which he
discussed with the committee. It dealt with the problems of some
farmers in his area Their particular problem was finding if they were
covered. Perhaps they are covered in this legislation.
These people suffered in Hurricane Agnes in 1972. They went into

borrowing for production. They thought repayment would be extended
over a period of years. That was the understanding, and that was the
way it was operating. Then, the regulations were evidently changed
or a new decision was made so that these loans had to be repaid
immediately.
The question is can these farmers who are so involved in a particular

situation make loans under this legislation. Would they become
eligible for current loans under this legislation?
Mr. BERGLAND. The gentleman from New York, Mr. Gilman,

and others appeared before the subcommittee recommending that
we install a retroactive date so that all farmers who sustain a loss as
a consequence of a disaster from that date hence should be eligible for
these new terms.
The subcommittee did not accept that proposition because it was

felt that it would create complications on the floor of the House.
Also, there were questions raised about the constitutionality of having
a change m the law at this time when we have loans currently in
existence.
We have loans which have been approved. Whether or not those

loans must be reviewed to apply the new provisions was a question.
For example, the credit elsewhere test might apply.
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So, for a variety of reasons we did not recommend that we approve
those loans retroactively, except in the case of the Midwest farmers who
were affected by the storm in January of this year.
It is narrowly defined in the bill.
Mr. PEYSER. To continue further on that, let me say this. You

are saying that these particular farmers who have suffered this problem
back in 1972—and I am not asking for a retroactive question here—
and because they have received subsequent emergency loans, does
that preclude them from applying for any loans under this program
as outlined in this bill?
Mr. BERGLAND. These provisions would go into effect upon the

effective date of the act and would be applied only to those farmers
who suffered disaster from that date hence.
In other words, if those producers in New York had a disaster this

year, they would be eligible under these terms.
Mr. PEYSER. Under this bill there would be no money or guaranteed

loans available for what would be known as production loans that
were made because of a previous disaster.
Mr. BERGLAND. Those producers have access to the ongoing

FHA operating loan program. The FHA program carries a maximum
$50,000 per loan. Mr. Gilman's constituents were concerned about
that loan limitation because they are in a very intensive type of
vegetable agriculture in which the credit needs are extremely high.
They found that the $50,000 figure effectively precluded them from
credit.
Mr. PEYSER. The section speaks of subsequent emergency loans.

I understood you to say that only means that if there is another
disaster that they would be eligible, or does it mean that if there were
not sufficient loans made, due to the original emergency, that they
would be eligible for further loans?
Mr. BOR. I would think that if somebody had an emergency loan,

currently outstanding, and if this bill is adopted and if that person
wants to qualify for a subsequent loan under section eight, then he
could do so provided he meets the criteria of this new act, one of
which is that he satisfy the credit-elsewhere test.
Mr. PEYSER. That is exactly the point I was trying to make. In

order to get clear on that, let's continue.
Counsel is saying that original loans, made under the emergency,

needing additional loans under the subsequent section of the bill:
that if those same people can meet the eligibility requirements of
no other credit available, and so forth, then they would be eligible.
Mr. BERGLAND. The answer is yes; they would, however, bear

the commercial rate of interest and it is a 1-year loan.
Mr. PEYSER. That is the next question. Is that subsequent loan,

made under the emergency, to be treated as any current emergency
loan? If they don't have enough money under the original loan and
if they need the subsequent loan, the 1 year may really not answer
their problem. Why wouldn't they be eligible, if they qualify for all
the terms on the same basis of 7 years?
Mr. BERGLAND. These loans are made for 1 year at a time and can

be made for 5 consecutive years.
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Mr. PEYSER. Is that subject to a yearly approval?
Mr. BOR. That is correct.
Mr. PEYSER. They can be made for 5 years.
Mr. BOR. They would have to come in five separate times and each

time satisfy the criteria of the act.
The CHAIRMAN. Are there any other questions of general nature?
Mr. JOHNSON. When we were talking about this earlier, I think

the gentleman from Iowa offered the amendment which has become
a further proviso on page 3 relating to emergency from January 1,
1975, to July 1, 1976. At that time I pointed out that any amendments
that were made in the act should be made generally because we have
different kinds of emergencies and different kinds of disasters all over
the country.
It seemed to me - to be inequitable to legislate on behalf of this

specific storm. Now the gentleman says that that provision is in there.
I would like to have justification for providing special emergency
legislation for a particular storm.

It seemed to me that when we discussed it before that the com-
mittee was in general agreement that there was no need for a special
type of proviso and that the act itself would take care of all types of
emergencies.
Mr. BERGLAND. The difficulty in the regions of northwest Iowa and

parts of Minnesota and South Dakota arose out of that devastating
storm in January of this year. Thousands of cattle died. The problem
out there is that the credit needs are very heavy, and the producers
are unable to repay within the law because of the volume of money
which is needed. This would authorize those loans to be repaid up
to 20 years.
It is a unique amendment and deals only with that one situation.

I will yield to Mr. Nolan or Mr. Bedell or others who are from that
area.
Mr. JOHNSON. I don't argue the extent of the disaster. I am familiar

with it. But I remember last year when we had the floods in the
Mississippi Valley. I remember other times in the Midwest and in
the Plains area where there were tremendous droughts. You have
tornadoes like they had in Omaha. They cause just as much of a
problem. I frankly cannot justify specific legislation for a specific
storm.

Either the act is adequate to cover farm emergencies or it isn't and
we ought to make it that way.
Mr. BEDELL. You understand that this does apply to any similar

storm that would occur from July 1976. It seems to me that this gives
us an opportunity to see how well this section functions and whether
there is any problem. This is a new addition to the program. It is not
mandated; it is at the discretion of the Secretary. He has the freedom
to use it to see whether indeed we need to go on with it.
Mr. JOHNSON. What is the length of time of these loans, 7 years

for these emergency funds?
Mr. BERGLAND. I think it is 3 years, but it is discretionary With

the Secretary.
Mr. BOR. It is up to 7 years on the operating-type loans.
Mr. BERGLAND. On the emergency loan authority?
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Mr. BOR. With the possibility of an extension for an extra 5 years.
Mr. JOHNSON. Then, the only difference that we are making for this

particular storm is to say that the normal loan is for 7 years with the
possibility of an extension to 5; and here we are saying there is the
possibility of an extension to 13. If that is sound for this storm, why
isn't it sound for all? If 5-years extension is enough for other storms,
why is 13 necessary for this one? I don't think the case has been made.
Mr. NOLAN. I would like to make two points. There is a precedent

in the actions of this committee in recognizing certain disasters for
special relief. The flood in South Dakota was one example. I think the,
reason why the committee did that was that it was felt that this dis-
aster was an extreme one and of an unusual nature requiring some kind
of special action.
I think that one of the reasons the committee chose to have some

special legislation with regard to this disaster was the fact that it came
on the heels of a series of disasters which occurred within that 1 year.
Heavy rains in the spring made it difficult to get the crops in that sum-
mer. This was felt to be the straw that broke the camel's back.
When added all up together this disaster was different then other

disasters around the country. Its severity was such that, without
some kind of a special attention and some kind of special help, many
farmers would be faced with financial bankruptcy unless this com-
mittee and the Congress took some special action to remedy the prob-
lem. That is the only rationale that I can offer; that seems to me to be
valid.
Mr. JOHNSON. Mr. Bergland, would you recommend that the whole

act be amended to allow for 20-year loans at the discretion of the
Secretary?
Mr. BERGLAND. I think it would depend upon the purposes for

which the loan was obtained. There are circumstances in which
those terms may not be necessary. I have no strong objection to it
personally; no.
May I make one comment here? I was mistaken when I said it was

narrowly defined and confined to the Arctic hurricane. It is not. It
applies to all disasters which occur between the dates July 1, 1975,
and July 1, 1976; I was wrong in that respect.
Mr. JOHNSON. So, we are saying that anything that comes along

up until July 1, 1976, will qualify. Why not make it a permanent
proviso or forget it?
Mr. BERGLAND. It is essentially characterized as an experimental

provision to see if it works.
Mr. JOHNSON. How do we know if that works until we get to the

end of the 20-year period?
You are, in effect, giving the Secretary an extended authority to

extend it to 20 years. Why not make it a permanent proviso?
Mr. BERGLAND. You think it would be worthwhile?
Mr. JEFFORDS. I was sold on this provision partially because of the

severity of the storm in the region stated but primarily because of the
economic situation which was prevalent then and is prevalent now,
and which will prevail through the rest of the year. The combination
of the two factors—the natural disaster plus the economic situation—
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creates a special situation for now and probably through the middle
of next year which makes it advantageous and wise to allow special
provisions during this period.
The CHAIRMAN. Are there any other general questions? If not, the

bill will now be considered and is open to amendment at any point.
The gentleman from Texas is recognized for an amendment.
Mr. POAGE. On page 2, line 21, I would like to add the words "per

loan" after the figure 100,000.
The -CHAIRMAN. If there are no objections on page 2, line 21, add

the insertion "not to exceed $100,000" followed by the words "per
loan".

Is there any discussion? If not, all in favor of the amendment say,
aye. Opposed, no. The ayes have it and the amendment is adopted.
Mr. BERGLAND. I have an amendment on page 5, section 9. The

gentleman from Texas was not able to be here today. He and I talked
about this provision.
I move that the words "June 30., 1976" be stricken and that in

lieu thereof the words "October 1, 1976" be inserted.
Mr. BOWEN. Would you prefer September 30, 1976?
Mr. BERGLAND. Yes; September 30, 1976.
The purpose of that amendment is to conform to the change in the

fiscal year which commences that year.
The CHAIRMAN. This general section requires authorization for

appropriation purposes.
Mr. BERGLAND. That is correct.
The CHAIRMAN. It is at the end of the fiscal year 1977.
Mr. HOGAN. It would be the end of the transitional period which

now comes after fiscal year 1976. It is that 3-month period, in effect,
Mr. Chairman.
The CHAIRMAN. Then it would be the beginning of the fiscal year

1977?
Mr. HOGAN. Yes, Mr. Chairman.
The CHAIRMAN. You have heard the amendment by the gentleman

from Minnesota.
All in favor of this amendment please say, aye. Opposed, no. The

amendment is accepted.
Mr. JOHNSON. I have an amendment on page 3, lines S and 9.
I move that we change the word "between" to the word "'after'

January 1st, 1975." I move to strike the words "and July 1, 1976,"
so that this will render the proviso giving the Secretary authority if
he deems it necessary to make a 20-year loan and it would apply
uniformly after this date of January 1, 1975.
The CHAIRMAN. Is there any discussion of this amendment?
Mr. THONE. I represent the northeast Nebraska area which is

contiguous to this area that we have been talking about.
Frankly, I have not had a single producer suggesting to me that there

was any need for this kind of provision.
I remember the storm well. We were not hit as hard as northwest

Iowa was, but we were hit pretty hard.
I would like to have some more discussion from Mr. Nolan and Mr.

Bedell as to the gravity of the situation and the urgency for
this provision.
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Mr. BEDELL. The problem is that there were a number of people
who simply could not get their bank financing because they were
stricken sufficiently hard by the storm so that their cash loan problem,
if they had to go by a 7-year loan, would not enable them to get the
money they needed in order to get out of it. All this provision does is to
give the Secretary discretion if he deems it advisable to extend the
period of a loan and he is required to have security in order to do so.
So, it appears that any discretion that we give the Secretary is. 

certainlyto the benefit of everyone concerned.
Mr. THONE. I agree that that would be of help to a small percentage,

but are not the reasons Mr. Nolan just mentioned the basic
course rather than the disaster aspect of January 1975.
Mr. BEDELL. All right. It is both absolutely. If we had not had the

other problems.
Mr. THONE. I agree.
Mr. NOLAN. The members of the committee might be interested to

know that, on the light side of this thing, the storm was so severe that
just last week a Minnesota farmer heard a noise in one of the snowdrifts
in his yard and he found a hog in the snowdrift from the storm.
Believe it or not, the hog was still alive. It was as skinny as a rail.
The snow was so heavy and so severe that this hog had burrowed out
a hole in the snowdrift and had been able to eat sufficient food from
the ground but lost about 250 pounds.
For those of you from more temperate regions that is just how

severe a Minnesota blizzard can be sometimes.
Mr. THONE. What is the Department's position on this change?
Mr. BERGLAND. I do not know what the Department's position

would be on this. I would also like to ask them.
Mr. BosTic. As Assistant Secretary William Erwin testified before

this committee, the Department opposed this proviso because it gave
what we considered a special privilege to a group of disaster victims.
who had security. If two farms were adjacent one of the fellows had
security by owning his land that would allow him to amortize a loan
in 20 years; if the other man was renting, he would not have the
security, and he would be denied the benefit.
We think that taking out a time period for which this benefit would

expire, would affect all operating loans that we have to make. And we
could make those up to 20 years. The lifetime of a security would
certainly not be for operating purposes of 20 years.
Mr. BERGLAND. If I may inquire of the Department, this bill only

represents a change in the emergency loan authority. It does not deal
with the operating loan authority, which is subtitle A, I think it is.
Mr. BOR. Mr. Bergland, I would respectfully disagree with Mr.

Bostic's position as to the language's construction. I don't think this.
language would change the operating loan period to make it now
available for 20 years. All it would do in my estimation would be to
change operating type loans which are made in connection with an
emergency under this bill so that these special kinds of loans could be
for a period up to 20 years.
Mr. BERGLAND. That is the way I would understand the ap-

plication of the provision. Mr. Bostic, would you comment on the-
amendment offered by Mr. Johnson which would remove the July 1,.
1976, cutoff date for the 20-year repayment schedules?
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Mr. BOSTIC. If that section is going to be kept, we would like to
see a time period under which it would expire. We would like to see
it expire on July 1, 1976, as being preferable to applying it for ever
and ever.
The CHAIRMAN. Is there any additional discussion?
If not, all in favor of the amendment of the gentleman from Colo-

rado, Mr. Johnson, to strike the words "and July 1, 1976" from page
9 and line 9, and on page 3 to insert the word "after" before the
word "January" on line 9, signify it by saying "aye." Opposed, "no."

All those in favor of the amendment signify by raising your right
hand. There are 17 in favor and 8 opposed.
The amendment is, therefore, agreed to.
Mr. THONE. Mr. Chairman, I move that the proviso beginning on

line 8 on page 3 and ending on line 14 be deleted.
The CHAIRMAN. The gentleman from Nebraska moves to strike

all the language between line 8 and line 14 on page 3, beginning with
"Providing further."

Is there any discussion on this?
All those in favor signify by saying "aye." The "noes" appear to

have it.
The amendment is not agreed to.
Are there other amendments to the bill?
Mr. BOR. There are several matters which might need clarification

as a result of conversations that we have had with representatives of
the Department of Agriculture since the subcommittee had taken
action on the bill.
I wonder if I might be given an opportunity to bring these to the

attention of the committee?
The CHAIRMAN. Yes, proceed, please.
Mr. BOR. On page 2, line 12, the issue had come up as to the mean-

ing of the words "deemed desirable."
Does that mean "deemed desirable" in the mind of the Secretary

of Agriculture or in the mind of the applicant?
We received comments from the Department of Agriculture which

the members have in their hands now.
Their proposal is to introduce the words "deemed desirable 'by the

Secretary' ".
For the purpose of clarification the committee might want to con-

sider whether to add the words "by the Secretary" or "by the appli-
cant" whichever the committee feels in its wisdom is the proper con-
struction to be placed on these words.
Mr. BERGLAND. It would be this member's intention that the con-

struction of this would be in such a way that the termination would
be at the discretion of the applicant.
For example, there may be a tornado moving through a territory

which may wipe out a dairy barn. In the judgment of the applicant,
he did not wish to continue in the dairy business and did not want to
rebuild the barn for his own reasons. However, he wished to have an
emergency loan in order to enable him to continue in business and
change his enterprise. He may be going out of the dairy business and
into poultry.

If this were at the discretion of the producer, it would be his option
whether to decide to rebuild the barn or get out of the dairy business
and use the credit for other purposes.
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It seems to me more appropriate that that judgment be made by
the applicant, not by the Secretary.
The Secretary, of course, would have the choice as to whether or

not to approve the loan subsequent to the conditions of the program.
Would it be appropriate to include language in the bill to apply that

interpretation? I think we ought to. It is obviously a nebulous area.
Mr. BOR. We might just add the words "by the applicant" after the

words "deemed desirable."
Mr. BERGLAND. I move that, following the words "deemed desir-

able" appearing on line 12 of page 2, we add the words "by the
applicant."
The CHAIRMAN. Is there any further discussion?
If not, will all those in favor so signify by saying aye. The ayes have

it, and the amendment is agreed to.
Mr. BOR. Another issue has come up on the same page, section 5.
The interest rate for loans to which the 5-percent rate does not

apply is the rate that will be prevailing in the private market for similar
loans.
The Department of Agriculture has provided us with the manner in

which they would interpret this provision of section 5. Essentially, the
way they would apply section 5 is to provide for a single rate on a
national basis rather than have prevailing rates that would differ for
each region or different areas of the country.
As I understand it, administratively it is much easier to handle the

program in that manner, but the question does come up as to whether
in the view of the committee, this is the proper way of applying the
term "prevailing market rate."
Mr. BALDUS. As I recall, I raised this question when it was dis-

cussed before. Because of the great amount of difference that prevail-
ing rates for similar type loans might give, I asked for clarification
from the Department on how it might be handled.
I would think that that would be a satisfactory way, if it is an under-

standing that we have here; that wbuld be adequate.
Mr. BERGLAND. I would have no objection to establishing a national

rate. I really don't know how else it could be run.
The CHAIRMAN. Do you suggest that the Secretary establish the

average prevailing rates based on regions?
Mr. BOR. That is another possibility.
The CHAIRMAN. The present section would give the Secretary

discretion to do either.
Mr. BOR. That is correct.
The CHAIRMAN. It says "he determines what the prevailing rates

should be."
Unless there is some expression of strong opposition on the part of

the committee as to how the Secretary should proceed, I suppose this
should remain.
Mr. BOR. Another matter relates to the interpretation of section 7

which appears on page 4 of the bill.
The issue involved here is what would be considered an enterprise

which constitutes a basic part of farm and ranching or agricultural
operation? How big must it be before it is a basic part? How would you
determine what is a single enterprise?
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The Department has provided some comments on the manner in which
it would interpret this section which the committee might want to
'consider.

For example, if a producer had produced several types of vegetable
crops, they would consider that all vegetables crops taken together
would be a single enterprise and would not take a count of potatoes
as distinguished from some other type of vegetable. However,
vegetables would be considered separately from a dairy operation
that might be carried out on the farm.
The Department would also say that, if a dairy farmer were pro-

,ducing feed grains that were used in connection with the maintenance
of the dairy cattle, the feed grain and dairy operations would together
be constituted as a single enterprise. Similarly, if he had cash crops
on the farm, the cash crops would be considered as a single enterprise.
'Take a man who is producing several types of crops—wheat, corn,
and perhaps some other crops; apparently taken together, the cash
crops would be considered a single enterprise.
Then, the issue comes up of what is basic. How big must these

be before you consider that it is a basic enterprise? As a rule of thumb,
the Department has indicated the 25-percent figure. I call this to
the attention of the committee because they may want to give it con-
sideration in their deliberations.
Mr. BALDUS. It seems to me that the sense of this legislation which

provides the "credit elsewhere" test and the fact that a disaster must
have occurred, is pretty restrictive language. For the Department
to pursue a course of continuing to restrict and to limit the intent and
The meaning of it and for us to have may later—and the committee
may later—prefer to have that flexibility there so that, when the
Department can respond to a real need that is apparent, there be
no such confinement to such restrictive understanding. That would
-be much better.
The rather general language that the committee wrote here is what

we intended so that the Department be able to accomplish the pur-
pose of this act unencumbered. So, I would prefer to have that under-
standing here that we do not intend to restrict them with a lot of
confining covenants.
The CHAIRMAN. Has the subcommittee added this or does it exist

in the present legislation?
Mr. HOGAN. This was recommended language. The new language

is recommended by the Department.
The CHAIRMAN. The Department suggests this language?
Mr. HOGAN. Yes. That is the new language.
The CHAIRMAN. And the subcommittee adopted it?
Mr. HOGAN. Yes, Mr. Chairman.
The CHAIRMAN. Mr. Bor, are you raising the questions on your

,own behalf or for the Department?
Mr. HOGAN. Mr. Chairman, if I may respond, we need guidance

for writing the report as to exactly what the committee intends.
These are questions that we raised in our own discussions with the
Department representatives. The responses to these questions, will,
I think, help in the administration of the amendments to this act,
:and also will give us guidance in putting together the report as to
-what the committee has in mind in adopting this language.
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The CHAIRMAN. As I see it, we must ascertain the question here
of whether the committee recognizes the Department's intent in
recommending the language for this amendment.
Mr. BOR. The question goes further than that. The question is

really what does the committee have in mind in its own judgment as
to the meaning of these terms?
Mr. BERGLAND. I think the gentleman from Wisconsin has a good

point. I think it would be unwise to put in the committee report or
elsewhere some percentage defining the basic enterprise because we
do have a credit-elsewhere test.
Let us take the instance of a cattle feeder who has a relatively minor

grain enterprise. The grain enterprise is devastated by a storm. Yet,
it does not constitute 25 percent of that farming enterprise. He may
be eligible for a loan, meet the credit-elsewhere provision and I think
he ought to be entitled to it.
I therefore think that the gentleman from Wisconsin makes a valid

point that we ought not to encumber the report with any precise
percentage because I believe we have other safeguards that will protect
the integrity of the program and will prevent persons from getting
credit who do not need it.
Mr. HIGHTOWER. Would it remove the element of doubt if we

just amended this to say "and after seeking financial assistance
based on production losses, must have sustained at least a 20-percent
loss, et cetera," and cut out that doubtful language there in the
middle?
Mr. BERGLAND. Would your proposal eliminate the single enter-

prise definition we have?
MT. HIGHTOWER. Right.
Mr. BERGLAND. Mr. Chairman, I would not support such proposi-

tion. I think the definition of a single enterprise would make the
program far more effective.
For example, we had reported instances in which a farmer suffered

a devastating loss in his grain crops. He had a large turkey operation
in which there was no loss sustained as a consequence of the disaster,
but there was a heavy economic loss. In computing the eligibility
under the current laws they had to take the entire farm enterprise—
the turkey revenues, the grain revenues—and compare that to the
preceding years.
In many cases these producers were ineligible for a loan to pay off

the losses of the grain enterprise. This is only because of the weighing
in of the turkey enterprise which was dominant in that particular
situation.
The inclusion of this single enterprise definition would allow the

grain to be considered on its merits. If the turkey enterprise produces
profits, obviously the producer will not be eligible for a loan anyhow
because of the credit-elsewhere test, but the turkey enterprise may
have sustained an economic loss because of the market conditions.
Under the current law he is frequently ineligible for a loan.
Mr. HIGHTOWER. Mr. Bergland, I see what you are saying, but

if we are going to leave that language in there, I quite agree with
counsel that we are going to have in some way to modify this "basic"
clause—the basic part of this farming—to clarify what we are talking
about when we say "basic."
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Mr. BERGLAND. Are you talking about minor sidelines like having
20 laying hens for example?
Mr. HIGHTOWER. I am just saying that, to meet the objections,

the questions that counsel raised are valid and we ought to modify
that "basic" to say just exactly what we are doing.
The CHAIRMAN. I would like to attempt to clarify this.
This as, I understand it, is language that was recommended by

the Department of Agriculture and included by the subcommittee
in the amended language of the bill. According to counsel, the words
"a basic part of the farming, ranching, or aquaculture operation''
have traditionally been interpreted by the Department to mean
25 percent of the revenue-producing aspect of the operation.

Given this background, it seems to me that, unless we take some
action to the contrary, in a report or otherwise, to disapprove such
interpretation, the Department will undoubtedly be inclined to
feel that the committee agrees with that interpretation.
Mr. BOR. That is correct.
The CHAIRMAN. I want to reply to Mr. Baldus that I do not think

that by remaining silent on the subject we will necessarily lead the
Department away from its interpretation of 25 percent.

This is their language, and this is what they tell us they mean by
it. I can only assume they will follow this interpretation.
The question is, then, do you want to include something in the

report or the bill itself saying "shall be construed at some lesser
percentage or shall not necessarily be 25 percent," or whatever.
Mr. BALDUS. Did you mean 20 percent?
The CHAIRMAN. The USDA apparently interprets the words

"basic part of the farming" to mean at least 25 percent of the farming
operation.
Mr. BALDUS. I see. A 20-percent loss with respect to a basic part

would be 25 percent of the operation. Is that where we are? You have
to have a 20-percent loss and a 25-percent segment.
Mr. JEFFORDS. You have to have at least a 5-percent loss of your

overall operation which, I think, is perfectly reasonable.
The CHAIRMAN. I am not trying to argue with the language here.

I just want to make clear my impression that, unless we do something,
we are accepting the departmental interpretation.
Mr. BALDUS. If you are talking about a 5 percent of the total

operation, the credit elsewhere test would probably govern it anyway.
He would probably be able to get credit elsewhere. So, I think it is
unnecessary but I don't have any strong feeling about it.
The CHAIRMAN. Are there any further comments?
Mr. BOR. There is another issue that you might want to consider

in connection with section 9.
As section 9 was proposed by Mr. de la Garza, it says that, before

you can have an appropriation, you have to get an authorization.
We discussed the matter of financing with the budget and fiscal

people in the Department. It turns out that there are two revolving
funds under the consolidated act which are used to finance the ongoing
operations of the consolidated act. There is no appropriation provided
for the use of those loan funds. The reason for it is that the money
essentially comes out of the private market. What the Appropriation
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Committee has been doing in the last year or so is to put limitations
in their Appropriation Act as to the amount that they can use from
the revolving fund for particular purposes.
For example, in the Appropriation Act they have a limitation as to

the amount of money that can be taken out of the agricultural credit
insurance fund for operating loan purposes. I think it is somewhere in
the neighborhood of $450 million for the current fiscal year. That does
not require an appropriation. All it is is a limitation on the use of those
loan funds.

Appropriations are made for the Farmers Home Administration
under the Consolidated Act. The appropriations are for the following
purposes:
(1) When the revolving funds incur losses, then the Department

comes back to Congress and asks to have those losses restored by
appropriations. This is one instance where they get appropriations.
(2) When they come to Congress asking for appropriations for

salary and expense money—the administrative staff in Washington
for example.
(3) The amount of money they need' for direct loans. Currently,

direct loans are a relatively small portion of the lending authority
that is used by the Farmers Home Administration.
What I am really saying is that the way the language is now tailored

it applies only to the case where appropriations are required but it
would not apply to the use of the loan fund in the first instance from
these two revolving funds. I have drafted some language that would
require before money can be used from the loan funds for any of the
purposes of the Consolidated Act that they would have to get an an-
nual authorization from Congress.
The committee may want to look at that. However, the question

is whether the committee in its wisdom wants to broaden the applica-
tion of this section to cover the matter that I just referred to.
The CHAIRMAN. Unfortunately, Mr. de la Garza, the author of this

particular section, is not here. However, I think it was his intention to
have a periodic opportunity for this committee to review the general
operations of the resulting Farm and Rural Development Act through
an authorization process.
Counsel is just telling us that, as far as it is attached to this bill,

it would not operate to prevent the loans being made. It would only
operate in certain direct loans for the administrative costs of the act
which reflect salaries and expenses.
Mr. POAGE. May I comment on that? I know what Mr. de la

Garza's purpose is. Frankly, I am thoroughly in accord with his
purpose. And that is to tell the Department that it must deal with
this committee more directly. Most of the committees of the Congress
put limitations on expenditures so that it becomes necessary for the
Department in question to come back to the legislative committee
each year and secure authorization to do the things that they want
to continue to do.
It has long been the custom in this committee—and I think we

have been getting away from it a little bit in the last few years—to
not place the requirements on the Department to come before this
committee.
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The result is—I am not saying this critically of the present De-
partment of Agriculture as being any different from any other depart-
ments or any other Secretaries with whom I have dealt—that they
seem to come to the conclusion that it is perfectly safe to thumb
their noses at the Committee on Agriculture and to pull in the Ap-
propriation Committee and discuss anything with them.
You will find that it is done. I don't think that Mr. Butz is any

worse OD any better than his predecessors in this regard. The situation
has grown and grown to where the Department feels; "Why bother
with that Committee on Agriculture? They have given us the au-
thority. They have given lit to us without restrictions and without
limitations. We don't have to go back and bother with them."
I know that, if we ask them to be here every year to seek authority,

then we would soon cover ourselves with the burden of detail that
we don't want to undertake. On the other hand, if we simply tell
the Department to go their way and that we have no further interest
on how they handle this, any department is going to do that sort
of thing.
What Mr. de la Garza is trying to do here is to make sure that the

Department feels that they must consult with this committee in
order to get guidance as to how they should proceed. I don't think
he is trying to take from the Appropriation Committee the right to.
pass on the magnitude of any of these programs. I certainly would
not want to take from them. I must say that I think that the Ap-
propriation Committee has done a very creditable job over the years.

It is not a matter of finding fault with the way the Appropriation
Committee has been run. The whole idea of who is going to direct
agriculture in the U.S. Congress has shifted into the hands of the.
Appropriation Committee. Whoever controls the purse has a tre-
mendous control over the policy.
Mr. de la Garza is simply trying to bring some policymaking

factors back to this committee.
The CHAIRMAN. I agree with your summation of Mr. de la Garza's

purpose. I hope we will exercise some oversight and reauthorization
responsibilities with respect to these programs. As Counsel has sug-
gested the language here would directly proscribe the use of these two
revolving funds, unless authorized by this committee, in fiscal years
ending after June 30, 1976. Although under the original language of the
bill the Department would probably seek continued authorization for
this program, this is certainly a more direct means of having the
Department representatives return from time to time to discuss its
actions.
The question is not whether the Department wishes to be authorized

or not, but rather, would the language suggested here present any
problems in the administration of the program.
Mr. MILES. I don't see that the Department would be unduly

restricted. It would simply require an annual authorization which is
commonly required from other departments as well.
Mr. BERGLAND. I think the amendment will certainly meet what Mr.

de la Garza intended. I move its adoption.
The CHAIRMAN. Mr. Bergland moves to adopt this amendment. Do

you want me to add this as an additional requirement?
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Mr. BOR. That is right, sir. The other provision would cover the
appropriations and this covers the use of the loan funds. I guess the
data would be September 30, 1976.
The CHAIRMAN. The gentleman from Minnesota, Mr. Bergland,

moves to add section 10, which is before you, and to include the date
of September 30, 1976.

Is there any discussion?
All those in favor signify this by saying "Aye".
The amendment is accepted.
Are there any other amendments?
Mr. BERGLAND. I move the bill as amended do pass.
The CHAIRMAN. The gentleman from Minnesota moves that the

bill S. 555 as amended be reported to the House with recommendation
that it pass.

All those in favor of the motion signify this by saying "Aye."
Opposed "No".
The ayes appear to have it. The motion is adopted. The bill will be

favorably reported with the record showing a quorum present. The
record will also show that a quorum was present upon the adoption of
the reporting motion on the bill S. 441.
Mr. HOGAN. I assume that the committee wishes to treat this as a

single amendment to S. 555, Mr. Chairman?
The CHAIRMAN. Yes, that is correct.
Are there any further matters to come before the full committee?
If not, I want to thank the members for their attendance. We stand

adjourned.
[Whereupon, the full committee adjourned at 11:40 a.m.]
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