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labored with the House of Representatives to
defeat the necessary appropriation. Failing in
this, he had attempted to bring about the
defeat of Washington for re-election in 1796,
and the elevation of the pro-French Thomas
Jefferson to the Presidency—a scheme that
was blocked by Washington's withdrawal.
Following Washington’s Farewell Address,
Adet continued to labor unsuccessfully,
through a public appeal and otherwise, for
the defeat of the presumably pro-British
John Adams, the Federalist candidate, and
the election of the presumably pro-French
Thomas Jefferson, the Republican candidate.

With such outrageous foreign intermed-
dling specifically in mind, Washington issued
an earnest warning in his Farewell Address
to the American people. He especially de-
plored the growth of a violent partisan spirit
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that inflamed the people with fierce likes or
dislikes for foreign countries.

Nothing is more essential than that per-
manent, inveterate antipathies against par-
ticular nations and passionate attachments
for others should be excluded, and that in
place of them just and amicable feelings to-
ward all should be cultivated. The nation
which indulges toward another an habitual
hatred or an habitual fondness is in some
degree a slave. . .. Against the insidious
wiles of foreign influence (I conjure you
to believe me, fellow-citizens) the jealousy
of a free people ought to be constantly
awake. . . » |Italics inserted]

Washington then turned to formal entan-
glements. With the disputes caused by the
“forever” French alliance clearly in mind,
he solemnly asserted: “It is our true policy
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to steer clear of permanent alliances with
any portion of the foreign world. . . . [But]
we may safely trust to temporary alliances
for extraordinary emergencies.” [Italics in-
serted] 7 Washington, in other words, was
giving specific advice to a youthful and dis-
united nation in the year 1796—advice that
had been dictated by recent and bitter ex-
perience. He was thinking of the existing
permanent alliance with France, and prob-
ably had no intention of charting a specific
course which the United States would have
to follow for all time. He did not say—as he
was later made to say—"No alliances, with
any nation, at any time, for any purpose.”
The policy of noninvolvement—not isola-
tion—that he recommended was not so much
aloofness from the affairs of Europe as the
exclusion of European agents and intrigue
from the affairs of the United States.

HOUSE OF REPRESENTATIVES—Monday,

The House met at 12 o'clock noon.
The Chaplain, Rev. Edward G. Latch,
D.D., offered the following prayer:

“The Lord bless thee and keep thee—
Numbers 6: 24.

We come to the altar of prayer, our
Father, with grateful hearts as we re-
member the loving care with which
Thou didst watch over our fathers as
they founded and built our country.
Time and again they found shelter un-
der the shadow of Thy protecting love.
Thou didst make of them bearers of
Thy truth, champions of Thy law, and
supporters of Thy kingdom. Give to us,
their children, the courage and the
strength to be true to our sacred trust.

In days of distress and in times of
trouble fortify our spirits with a deep
faith in Thee who never slumbers nor
sleeps. Keep alive within us the great
memories of the past, the good experi-
ences of the present, and the grand vi-
sions of the future. May we always labor
for that spiritual harvest when all Thy
children shall be gathered under the
banner of truth and love, and stand
united in a common brotherhood.

In Thy holy name we pray. Amen.

THE JOURNAL

The Journal of the proceedings of
Thursday, September 25, 1969, was read
and approved.

MESSAGE FROM THE SENATE

A message from the Senate by Mr.
Arrington, one of its clerks, announced
that the Senate agrees to the amend-
ments of the House to a bill of the Sen-
ate of the following title:

S.574. An act to authorize the Secretary
of the interlor to engage In feasibility inves-

tigations of certain water resource develop-
ments.

The message also announced that the
Senate had passed with amendment in
which the concurrence of the House is
requested, a bill of the House of the fol-
lowing title:

H.R.474. An act to establish a Commis-
sion on Government Procurement,

The message also announced that the
Senate had passed bills of the following
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titles, in which the concurrence of the
House is requested:

8.406. An act to amend the Federal
Property and Administrative Services Act of
1949 to permit the rotation of certain prop-
erty whenever its remaining storage or shelf
life is too short to justify its retention, and
for other purposes;

5.740. An act to establish the Cabinet
Committee on Opportunities for Spanish-
Speaking People, and for other purposes; and

8.2210. An act to amend the Federal
Property and Administrative Services Act of
1949 so as to permit donations of surplus
property to public museums.

EMERGING NATIONS MUST ALSO
SHARE IN NEW IMF RESERVES

(Mr. HANNA asked and was given
permission to address the House for 1
minute and to revise and extend his
remarks.)

Mr. HANNA. Mr. Speaker, today starts
a week in which this great Capital will
play host to the representatives of the
many nations of the world who are
members of the International Monetary
Fund. As one of the principal matters
on the agenda, they will be formalizing
what has already come to be a generally
accepted proposition that the Interna-
tional Monetary Fund will include in
the future the creation of the reserves
of members in special drawing rights
which will multiply the effectiveness of
the gold supply of the world, and under-
gird the trade of the world.

Mr. Speaker, I think this is a very sin-
gular accomplishment, but there is
something that is missing. In the ar-
rangements that have been agreed upon
the nations who will be benefited most
are the 10 strongest and richest nations
of the world.

Where I think we have an opportunity
here is in the suggestion that was made
by the gentleman from Wisconsin (Mr.
REevuss) in saying that the rich nations
should make available through some
mechanism in the World Bank such as
IDA or through the soft windows of
the regional banks, some of the new re-
serves that they will be creating for the
smaller nations; the emerging nations of
the world.

8 J. D. Richardson, ed., Messages and Papers
of the Presidents (Washington, 1896), I, 221,
222,
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It seems to me, Mr. Speaker, that just
as we have found in America that the
trickle-down theory did not operate to
improve the economic strength of our
Nation, it is equally true that a trickle-
down theory between nations is not go-
ing to work. We should put together
some of the solid benefits from the al-
most 70 percent of new reserves that we
are going to get for practically nothing
out of this new system, and make it op-
erative for the underdeveloped nations
where the great new market potential of
the world really lies.

Mr. Speaker, I would hope to see that
some of this kind of dialog is included
in the IMF meetings which will be going
on in this city this week,

Mr. Speaker, I yield back the balance
of my time.

HONOR, RECORDS, AND LIVES OF
SIX GREEN BERETS BEING SACRI-
FICED

(Mr. WAGGONNER asked and was
given permission to address the House for
1 minute and to revise and extend his
remarks.)

Mr. WAGGONNER. Mr. Speaker, in a
cruel, compassionless demonstration of
self-serving, the Army, the CIA, and un-
known other agencies and individuals in
the Government are preparing to sacri-
fice the honor, the exemplary records.
and perhaps even the lives of six mem-
bers of the Green Berets for the allegea
slaying of a Vietnamese triple spy. If this
trial proceeds, it will be the most
outlandish miscarriage of justice per-
petrated deliberately by Government
agencies and individuals ever to come to
public attention.

The victim in this travesty is not the
Vietnamese triple agent, but six Amer-
ican servicemen who have proudly worn
the uniform of the military and faithfully
served the flag of the United States. The
other principal victim will be the United
States itself, if our Government is
paraded before the world as a murderer
of civilians.

There are those at home and abroad,
in Government and out, who will go to
any length to embarrass this country in
any connection with the war in Vietnam.

T Ibid., I, 223.
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They are baying like wolfhounds for the
lives of these servicemen but they must be
denied. We cannot make scapegoats of
these men whose principal offense is
having obeyed orders. Opposition to the
war does not include the right to dis-
grace our servicemen in the conduct of
their duties.

The total handling of this case has
been disgraceful; filled with illegalities,
cruel confinements, missing evidence, the
absence of a corpus delicti, denial of the
most common civil rights, all in an effort
to shift the guilt and blame from one
person to another, one agency to another.

If any trial is called for, it is to pene-
trate the cloud of confusion which sur-
rounds all that has gone before in this
case and no party to this disgraceful
incident will escape free of guilt if the
truth is not made available to the people.
This star chamber, kangaroo court is
beneath the dignity of this Nation.

I have talked with Secretary Laird
about this case and told him there will
be no support of the war in Vietnam left
anywhere if these men are made scape-
goats in this incident.

I call on the President to intervene in
the interests of these servicemen and, to a
larger degree, in the interests of the
United States at home and abroad.

STUDENT MORATORIUM ON THE
VIETNAM WAR

(Mr. RYAN asked and was given per-
mission to address the House for 1 min-
ute and to revise and extend his re-
marks.)

Mr. RYAN. Mr. Speaker, in his press
conference last Friday, President Nixon,
in response to a question asking his view
of the student moratorium against the
war in Vietnam planned for October 15,
said, “under no circumstances will I be
affected by it.”

That was a rather appalling statement
from the President of the United States,
and I hope he will reconsider.

If the President really means he will
not be affected by campus opposition to
the war, then there is very little hope
that he understands what is happening in
America.

The October 15 moratorium is in-
tended as a peaceful expression of stu-
dent opposition to the war which will
extend beyond the campuses, for it has
the support of Americans all over the
country who want an end to the war in
Vietnam.

Both the primaries and the general
election of 1968 should have convinced
the President, who was the principal ben-
eficiary of the tide running against the
war, that he had a mandate for the
American people to bring the war to a
prompt coneclusion.

In the winter of 1968 presidential can-
didate Richard Nixon said he had a plan
to end the war. Now, 9 months after his
inauguration, President Nixon not only
has not done so, but is bogged down in
the same quagmire as his predecessor;
and his latest press conference revealed
that the rhetoric has not changed either.

The President’s seemingly inflexible
attitude toward opposition to the war will
only make it more difficult for him to ex-
tricate himself from the Vietnam policy
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which he inherited and which he is per-
petuating.

It is time for the President and the
Congress to realize that palliatives and
ploys will not make the war any more
acceptable to the American people. And
it is time for both to be very much af-
fected by public opinion—on and off the
campus.

VIETNAM

(Mr. WIGGINS asked and was given
permission to address the House for 1
minute and to revise and extend his re-
marks.)

Mr. WIGGINS. Mr. Speaker, on Sun-
day, Hanoi radio commented upon Presi-
dent Nixon's refusal to withdraw all
American troops from Vietnam in ac-
cordance with one of the several time-
tables urged upon him by some Mem-
bers of this body and the Senate.

Hanoil asserted that our President
was a warmonger and was refusing to
follow the wishes of the American peo-
ple or their representatives in Congress.

Since Hanoi pays close attention to
the speeches of some of our Members, T
hope they will listen carefully to this
one.

No one urging the withdrawal of
American troops from Vietnam wupon
any terms other than those best calcu-
lated to insure the continuity of a freely
selected government in South Vietnam
speaks for me or the people whom I
represent.

The people whom I represent know
that the withdrawal of American troops
from Southeast Asia will not result in
peace, Mr. Speaker. The war will con-
tinue and the killing will go on regard-
less of an American presence in Viet-
nam.

We are urged by a 1ew to disregard
the fighting, to withdraw vur troops, and
to pretend that a war halfway around
the world is unworthy of our attention.
Oddly, a different rule is usually applied
by this same few to other areas of the
world.

I urge our President to reject the fool-
ish counsel of those who apparently be-
lieve that evil will disappear in the world
if we just turn our backs and pay no
attention to it. Too many Americans
have died in this century teaching us the
fallacy of such a policy.

The issue is not just Vietnam. It is all
Southeast Asla. And the question is—and
always has been—Will world peace be
jeopardized if North Vietnam is permit-
ted to pursue policies rarnging from sub-
version and terror, to open warfare
against neighboring repuhblics?

The answer has been plain to every
American President for the past 20
vears, as it is now to most Americans.

Pay no attention to Hanoi or their do-
mestic cheerleaders, Mr. President.

Do what you must—because it is right
and in the long-range interest of world
peace, and the American people will
back you up.

SEE THE SOUTH

(Mr. EDWARDS of Alabama asked
and was given permission to address the
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House for 1 minute and to revise and ex-
tend his remarks.)

Mr. EDWARDS of Alabama. Mr.
Speaker, according to a travel study pre-
pared for the Southern Travel Directors
Council, people traveling through 11
Southern States spent $10.8 billion during
1968 to make the South the No. 1 tourist
area in the Nation. Alabama took its fair
share of the revenues with a $454 mil-
lion total. Of this amount more than $288
million were spent by out-of-State
visitors.

These expenditures provide 200,460
business concerns with their income to
employ 1,006,690 people of the region.
Personal income to people in the region
generated by this travel business reached
$3.9 billion. In addition, State and local
tax revenue produced, totaled $890
million.

But, Mr. Speaker, this increased travel
in the South means something much
more than just a dollar income. For
vears, all many people ever knew of the
South was Miami and a few other areas.
Now people are beginning to see more of
the South. A South that is very much
like the rest of the Nation. A South alive
with people with very real problems. A
South that is proud of its particular place
in American heritage.

There are many beautiful things to
see and do in the South and many real
people to meet.

So, Mr. Speaker, I urge our friends to
come south. They will like what they
find there. For a starter, how about visit-
ing Mobile, Ala.? It is one of the most
beautiful cities in the Nation.

PRESIDENT NIXON'S PRESS
CONFERENCE

(Mr. ARENDS asked and was given
permission to address the House for 1
minute.)

Mr. ARENDS. Mr. Speaker, our admi-
ration for President Nixon and confi-
dence in him, as well as that of the vast
majority of the American people, was en-
hanced by his televised press conference.

President Nixon’s press conference is
in the nature of the people’s forum where
members of the press ask pertinent and
searching questions on a wide range of
subjects of immediate concern to the
people. By my count there were no less
than 20 questions asked.

President Nixon answered each ques-
tion with complete frankness, display-
ing as always a thorough knowledge of
situations and developments. Obviously
he has been doing his homework
thoroughly.

Friday’s press conference resolved
whatever doubts anyone might have as to
his forthrightness and capacity for
bold leadership. Once again President
Nixon has demonstrated that he is taking
the American people completely into his
confidence.

PARTISAN POLITICS MUST STOP AT
THE WATER'S EDGE

(Mr. GERALD R. FORD asked and was
given permission to address the House for
1 minute.)

Mr. GERALD R. FORD. Mr. Speaker,
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last Friday the chairman of the Demo-
cratic National Committee joined a small
group of Congressmen who would limit
the President’s options in Vietnam by de-
manding a specific timetable for a U.S.
withdrawal—a  withdrawal  without
terms and without honor, a withdrawal
tantamount to surrender.

The national chairman, who also is a
Democratic Senator from Oklahoma,
presumably speaks for a segment of the
Democratic Party when it is out of power.

Mr. Speaker, I cannot believe that
Chairman Harris speaks or acts for all
the members of his party, or even a
majority of it.

I cannot believe he speaks for the
Speaker of the House, or for the majority
leader, or for hundreds of my colleagues
on the other side of the aisle.

Mr. Speaker, there was a time when
politics in the Congress stopped at the
water's edge. There was a time when
Republicans and Democrats alike sup-
ported our President in their conduct of
foreign affairs and in the waging of war.

I hope that era has not ended. Today,
with a Republican President in office,
there are those who would intensify the
effort to make war and foreign affairs
matters for partisan politics.

But, Mr. Speaker, I still do not believe
that any one man, regardless of his party
position, does speak or can speak for tl}e
Democrats in this Congress and in this
Nation, especially in an area where na-
tional commitments and national in-
tegrity are at stake.

Mr. Speaker, I am convinced that for
most Americans, of both parties, politics
still does end at the water's edge. And
I am sure that the leadership in both
parties agrees with that position.

COMMUNICATION FROM CHAIRMAN
OF THE COMMITTEE ON AGRI-
CULTURE

The SPEAKER laid before the House
the following communication from the
chairman of the Committee on Agricul-
ture, which was read, and, together with
the accompanying papers, referred to the
Committee on Appropriations:

SEPTEMBER 26, 1969.
Hon. JorN W. McCORMACK,
Speaker of the House of Representatives,
Washington, D.C.

Dear Mr. SPEakeR: Pursuant to the provi-
sions of sectlon 2 of the Watershed Protec-
tion and Flood Prevention Act, as amended,
the Committee on Agriculture today consid-
ered and unanimously approved the work
plans transmitted to you by Execufive Com-
munication and referred to this Committee.
The work plans involved are:

Sebastlan Martin-Black Mesa, New Mexico,
Executive Communication 893.

Warner Draw, Utah, Executive Communi-
cation 893.

Buck and Doe Run Creeks, Missourl, Ex-
ecutive Communication 1049.

Candy Jack, Wyoming, Executive Commu-
nication 1049.

Ledgewood Creek, Iowa, Executlve Commu-
nication 1049.

Salt Lick Creek, Kentucky, Executive Com~
munication 1049.

BSwift Creek, North Carolina, Executive
Communication 1049,

Upper Blackwater, Virginia, Executive
Communication 1049,

Yours sincerely,
W. R. PoaGE,
Chairman.
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CALL OF THE HOUSE

Mr. CEDERBERG. Mr. Speaker, I
make the point of order that a quorum
is not present.

The SPEAKER. Evidently a quorum is
not present.

Mr. ALBERT. Mr, Speaker, I move a
call of the House.

A call of the House was ordered,

The Clerk called the roll, and the
following Members failed to answer to
their names:

[Roll No. 187]

Edwards, Calif. Mikva

Mills
Monagan
Moorhead
Morton
Murphy, N.Y.

Obey
O’Konskl
Pepper
Powell
Purcell
Quillen
St Germain
Sandman
Schadeberg
Scheuer
Sikes
Smith, Towa
Staggers
Steed
Steiger, Wis.
Stokes
Teague, Calif.
Wampler
Whalley
Wilson, Bob
Wilson,
Charles H.

Andrews,

N. Dak. Fascell
Feighan
Findley
Fish
Flynt
Ford,

Willlam D.
Foreman
Gallagher
Brock Gibbons
Brown, Calif. Goldwater
Celler Green, Oreg.
Chappell Halpern
Chisholm Hansen, Wash.
Clark Hawkins
Clausen, Hollifield

Don H. Howard
Clay Kirwan
Colmer Eluczynskl
Conyers Lipscomb
Corbett Lowenstein
Cowger Lujan
Cunningham McKneally
Daddario Macdonald,
Daniels, N.J. Mass,
Dawson Madden
Dent Mann
Digzgs Meskill Wold
Dingell Michel Wright

The SPEAKER. On this rolleall 344
Members have answered to their names,
a quorum.

By unanimous consent, further pro-
ceedings under the call were dispensed
with.

Baring
Beall, Md.
Bell, Calif.
Blaggl
Boggs
Boland
Bolling
Brademas

EXTENDING AUTHORITY TO SET
INTEREST RATES ON MORT-
GAGES TO VETERANS

Mr. O'NEILL of Massachusetts. Mr,
Speaker, by direction of the Committee
on Rules, I call up House Resolution 556
and ask for its immediate consideration.

The Clerk read the resolution, as fol-

lows:
H. Res. 556

Resolved, That upon the adoption of this
resolution it shall be in order to move that
the House resolve itself into the Committee
of the Whole House on the State of the Un=-
ion for the consideration of the bill (H.R.
13369) to extend for two additional years
the authority to set interest rates necessary
to meet the mortgage market for guaranteed
and insured home loans to veterans under
title 38 of the United States Code and for
other loans, and all points of order against
sald bill are hereby waived. After general
debate, which shall be confined to the bill
and shall continue not to exceed one hour,
to be equally divided and controlled by the
chalrman and ranking minority member of
the Committee on Veterans’' Affairs, the bill
shall be read for amendment under the five-
minute rule. At the conclusion of the con-
sideration of the bill for amendment, the
Committee shall rise and report the bill to
the House with such amendments as may
have been adopted, and any Member may
demand a separate vote in the House on any
amendment adopted in the Committee of the
Whole to the bill or amendment in the na-
ture of a substitute recommended by the
Committee on Veterans' Affalrs now printed
in the bill. The previous question shall be
considered as ordered on the bill and amend-
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ments thereto to final passage without in-
tervening motion except one motion to re-
commit with or without instructions,

The SPEAKER. The gentleman from
Massachusetts is recognized for 1 hour.

Mr. O'NEILL of Massachusetts. Mr.
Speaker, I yield 30 minutes to the gen-
tleman from Illinois (Mr. ANDERSON),
pending which I yield myself such time
as I may consume.

Mr. Speaker, House Resolution 556
provides an open rule, waiving points of
order, with 1 hour of general debate for
consideration of H.R. 13369 to extend
the authority to set interest rates neces-
sary to meet the mortgage market for
guaranteed and insured home loans to
veterans. The Ramseyer rule was not
complied with and that is the reason
for waiving points of order.

Public Law 90-301 empowered the Sec-
retary of Housing and Urban Develop-
ment, together with the Administrator
of Veterans' Affairs, to set the interest
rate which would apply to FHA and VA
housing loans. That authority expires
on October 1, 1969.

The purpose of HR. 13369 is to ex-
tend for 2 years—until October 1, 1971—
the authority of the Administrator of
Veterans' Affairs to set the interest rate
on Veterans' Administration guaran-
teed loans at such rate as he may from
time to time find the loan market re-
quires, It does not affect FHA loans.

There would be no additional cost to
the Government.

Mr. Speaker, I urge the adoption of
House Resolution 556 in order that H.R.
13369 may be considered.

Mr. Speaker, I yield now to the gentle-
man from Illinois (Mr. ANDERSON) .

Mr. ANDERSON of Illinois. Mr.
Speaker, I think it goes without saying
that there is no one in this Chamber, no
one in the Congress, who looks forward
with great pleasure to the fact that this
kind of legislation is necessary to meet
the conditions in the money market that
exist today. Without this authority that
would extend the right of the Veterans’
Administration until October 1, 1971, to
set the interest rates on VA guaranteed
loans at a rate that is consistent with
the market level, we simply are not going
to get any veterans’ housing in this
country.

I would assume if things go normally,
we are going to hear a great deal of talk
from some people about the regrettable
fact that the interest rates are at an
all-time high in our country.

I believe this might be an appropriate
time to remind ourselves that interest
rates are a function of the inflationary
conditions in the economy generally. It
is not interest rates alone that are the
villain and that are responsible for the
fact that housing construction in the
country today is at an unsatisfactory
level and may indeed drop to less than 1
million units before this vear is over.

We have high land costs. We have in-
flated costs so far as land is concerned.

Recently there were called to my at-
tention some of the labor contracts which
have been negotiated in the construction
industry. I shall not take the time this
afternoon to list all of the facts and fig-
ures and statistics available which I shall
include in the Recorp, but let me give a
couple of examples.
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Down at Kansas City, Mo., on April 1
of this year, the painters and ironwork-
ers, after a 119-day strike, settled on a
3-year contract calling for a $3.18-an-
hour increase.

In southern California the United As-
sociation District Council No. 16 went
on strike the first of July of this year.
They have a final settlement. I believe
the strike there lasted more than 100
days. The final settlement called for a
total wage and fringe benefit increase of
$3.51 an hour.

Until we get a little statesmanship, I
believe both in management and the
labor councils, inflation and rising inter-
est rates cannot be controlled. On the
part of management, there must be a
resistance to unrealistic demands. On the
part of labor, there must be a restraint
from some of the demands currently
made. Otherwise we are simply going
to find ourselves steadily increasing the
possibility of reaching that point down
the road where we are pricing the low-
income families or even the moderate-
income families out of the housing mar-
ket altogether.

I would certainly applaud the appoint-
ment of the Cabinet Commission on Col-
lective Bargaining in the construction
industry, That Commission was estab-
lished by the administration within the
past couple of weeks and is going to
look into some of the problems and try,
I believe, to bring a balanced approach
to the very obvious need to do some-
thing about bringing these inflationary
threats, not only in respect to interest
rates but also on land costs, wage rates
and construction costs under control, so
that we can begin to construct the hous-
ing we so desperately need in this coun-

try.

Mr. GROSS. Mr. Speaker, will the
gentleman yield?

Mr. ANDERSON of Illinois. I yield
to the gentleman from Iowa.

Mr. GROSS. Does this bill provide fer
a federally paid subsidy of 3 percent to
veterans?

Mr. ANDERSON of Illinois. No. This
bill does not contain that provision, if
my understanding of the legislation is
correct. It would merely extend for 2
years the authority of the Administrator
of Veterans' Affairs to agree on an inter-
est rate or to fix an interest rate for
veterans loans which would be compati-
ble with the interest rates prevailing
presently in the money market. But it
does not provide for a subsidy.

Mr. GROSS. If I remember correctly,
a majority of the House voted not too
long ago to authorize a 10-percent in-
terest rate, with 3 percent of it subsidized
by the Flederal Government, for students
and student demonstrators. Is there some
reason why there should be this differ-
ence as between veterans and student
demonstrators?

Mr, ANDERSON of Illinois. Of course,
in response to the gentleman from Iowa,
I supported that legislation dealing with
student loans because, again, what we
are dealing with are the simple facts of
life. If we want to get the loans for the
students to continue their college educa-
tion we simply had to get the interest
rate up to that point. I do not like it any
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better than the gentleman from Iowa
does. I wish they were down to a 4- or 5-
percent level.

Until we get inflation under control in
this country, I repeat, these rates, as a
reflection of inflationary conditions, will
not be brought under effective control.

Mr. GROSS. I would assume that
someone who supported the bill the other
day would probably offer an amendment.
Does the gentleman intend to offer an
amendment today to provide for a 10-
percent interest rate for veterans, with
3 percent of it subsidized?

Mr, ANDERSON of Illinois, No. I do
not intend to do that, for the simple
reason I do not believe we have to go
to 10 percent on the loans of this kind. If
we give the authority provided in this
bill, I believe we can get veterans housing
constructed. I do not believe we have to
provide for 10-percent initerest rates or
a 3-percent subsidy to get the job done.

Mr. GROSS. The student loans were
guaranteed, were they not?

Mr. ANDERSON of Illinois. Yes.

Mr. GROSS. Why, then, did you have
to go to 10 percent?

Mr. ANDERSON of Illinois. I think
those loans are frankly in a different
category. I do not know that I am
familiar with all of the reasons why
lending institutions in this country have
not been as anxious as they should have
been in many cases to make loans of that
kind. Therefore there has to be some
additional incentive to make sure that
those funds continue to flow.

Mr. GROSS. Can it be that one is
categorized as being students and the
other servicemen? One being put above
the other? Why should there be better
treatment for students and student
demonstrators than for the servicemen
of this country? Why?

Mr. ANDERSON of Illinois. I am glad
to yield at this point to the gentleman
from Pennsylvania (Mr. SavrLor), who
can supply an answer to the gentleman’s
question as to why these loans are not
made so readily by the banks.

Mr. SAYLOR. I thank the gentleman
for yielding.

One of the reasons why we had to go
to 10 percent on student loans is that
the committee has not allowed this paper
to be negotiable. Any bank that takes it
has to hold it for its entire period of
time; that is, 16 years. If a change were
made and this paper were negotiable, I
am sure the interest rate could then be
below 10 percent.

Mr. ANDERSON of Illinois. Mr. Speak-
er, I thank the gentleman from Pennsyl-
vania for that explanation.

Mr. Speaker, I have no further re-
quests for time and I reserve the balance
of my time. I also include here the fig-
ures on recent wage settlements reached
in the construction industry shroughout
the country:

RECENT WAGE SETTLEMENTS
KANSAS CITY, MO,

On April 1, 1989, the Painters and Iron-
workers went on strike. One hundred and
nineteen days later, the painters settled for a
three-year contract for $3.18 per hour. The
ironworkers settled for $3.80 per hour.

The Sheet Metal journeymen $4.05 per
hour for a three-year contract after a 45-day
strike.
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The Associated General Contractors (Heavy
Contractors) settled with their union for
$5.30 over a period of three years.

Within the next 22 months, the following
wage scales will prevail:

Cement finisher

Operating engineer
Ironworker

COLORADO SPRINGS, COLO.

After a 53-day strike in Colorado Springs,
the following eleven changes were made in
their agreement:

1. Coffee break not to exceed ten minutes
between 10 a.m. and 10:30 a.m. and 2:30 p.m.
and 3 p.m.

2. It shall be the obligation of the em-
ployer to provide free and adequate parking
space for automobiles of the employees used
in traveling to the job site. If no free parking
is available within one-fifth mile of the work
area, employer shall provide transportation
to and from sald parking facility—on em-
ployee’s time, if less than one mile and on
employer's time if more than one mile.

3. Double time for overtime, and over-
time shall be paid at double time on new
construction excluding jobbing work.

4. When any member has to work overtime,
the employer must call the union hall and
state the place and approximate time of
overtime except service work.

5. Seven pald holidays. In the event one
holiday falls on a Sunday, the following
Monday will be observed as a holiday; mon-
ies to come out of vacation fund.

6. Heated facility—employer shall pro-
vide an adequate heated lunch area on all
Jobs. A pickup with heater will be consid-
ered a heated area provided not more than
two men per pickup. If a heated facility is al-
ready available to plumbers and pipe fit-
ters, the mechanical employer will not be
required to provide another such facility.

7. Travel rate, 15 miles free zone, over 15
miles 15 cents per mile.

8. Subsistence, July 1, 1969—$12.50 per
day; July 1, 1870—8$14.00 per day.

9. General and non-working foreman shall
not replace a journeyman on any job, ex-
cept for emergency work—not to exceed two
hours.

10. Committee to set up safety standards,
Two from management—two from Local 58.

11. Additional wage package of $2.08—
July 1, 1869—65 cents per hour and 3 cents
apprenticeship training:

January 1, 1870, 40 cents per hour.

July 1, 1970, 45 cents per hour,

January 1, 1971, 55 cents per hour,

This new two-year contract effective July
1, 1969 through July 1, 1971, spread as fol-
lows:

July 1, 1969: $5.61 per hour basic wage
rate ‘“journeyman’; .25 per hour vacation
fund; .17 per hour pald holidays; .25 per
hour pipe industry insurance fund; .15 per
hour pension fund; .10 per hour pipe in-
dustry development fund; and .05 per hour
apprentice and journeymen training fund.

January 1, 1970: $5.71 per hour basic wage
rate “journeymen’; .50 per hour vacation
fund; .17 per hour paid holidays; .25 per
hour pipe industry insurance fund; .20 per
hour pension fund; .10 per hour pipe Indus-
try development fund; and .06 per hour
apprentice and journeymen training fund.

July 1, 1970: 85.91 per hour basic wage rate
“journeymen’; .75 per hour vacation fund;
.17 per hour pald holidays; .25 per hour pipe
industry insurance fund; .20 per hour pen-
sion fund; .10 per hour pipe industry devel-
opment fund; and .05 per hour apprentice
and journeymen training fund.

January 1, 1971: $6.06 per hour-basic wage
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rate “journeymen”, $1.00 per hour vacation
fund; .17 per hour pald holidays; .30 per hour
pipe industry insurance fund; .30 per hour
pension fund; .10 per hour pipe industry
development fund; and, .05 per hour appren-
tice and journeyman training fund

This totals an increase of $2.056 per hour
plus 3 cents apprentice and journeymen
training plus 5 cents development fund. Ad-
ditionally in the new contract a dues check
off of one percent of gross wages to be de-
ducted from pay and remitted by the em-
ployer to the union. The Industrial Relations
Council awarded a two-year increase of $1.75
in the Denver area which was accepted by
the other five unions within the State of
Colorado except the Colorado Springs area.
There 33 cents per hour over all other plumb-
ers and pipe fitters within the state came
about at the end of a 60-day strike with both
federal mediation and national UA officials in
attendance.

SOUTHERN CALIFORNIA

United Association District Council No. 16
went on strike July 1, 1969, demanding wage
and fringe benefit increases totaling $5.04
per hour and a 32-hour work week during a
three-year contract. Final settlement called
for total wage and fringe benefits increases
of $3.51 per hour with 36-hour work week
effective July 1, 1971, Wage rate before strike
was $5.79 per hour plus $2.32 fringe benefits;
effective July 1, 1969, wage rate will be $8.30
per hour plus $3.32 fringe benefits, an in-
crease of 43.3 per cent. In addition, new con-
tract will require contractors to pay into
pension trust fund hourly wages plus fringe
benefits for UA work not included in their
contract with the general contractor or
awarding authority. Union calls this a work
preservation clause. Union demands have
been firm since July 8th. Contractors were
forced to agree on September 18th after
refrigeration contractors, fire sprinkler con-
tractors and industrial pipework contractors
signed on union terms and national con-
tractors would not cooperate.

Mr. O’NEILL of Massachusetts. Mr.
Speaker, I yield 10 minutes to the gen-
tleman from Texas (Mr. PATMAN),

Mr. PATMAN. Mr. Speaker, when the
honorable chairman of the Committee
on Veterans' Affairs, the gentleman from
Texas (Mr, TeEacUE), appeared before the
Rules Committee on this legislation, I
also requested time to be heard. I con-
tended before the Rules Committee that
increasing the interest rates on veterans
housing, the mortgages of which are
guaranteed by the Federal Government,
would not inerease the amount of hous-
ing starts on mortgage loans for veterans.
This is the same position I took on the
floor of this House in March of 1968
when this similar legislation that we are
now debating was on the floor.

You will recall that on May 7, 1968,
the President signed into law an act
which gave the Secretary of Housing and
Urban Development and the Adminis-
trator of the Veterans' Administration
discretionary authority to raise mortgage
interest rates ecn FHA and VA housing
loans above the statutory rate of 6 per-
cent.

In May of 1968, the FHA and VA in-
terest rate was raised from 6 percent to
6.75 percent. In January of 1969, the 6.75
percent rate of HA and VA mortgages
was raised to 7.5 percent. Within a period
of less than 1 year, these two insured loan
programs expecienced a rale increase of
1.5 percent—# mounting to a percentage
increase of 25 percent.
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Since this legislation does not continue
the discretionary authority for the FHA
program, but merely the VA program, let
me indicate to this body what the VA
housing starts program looks like as a
result of these two increases. From Jan-
uary to May of 1968, VA new housing
starts were running at an annual rate
of a low of 52,000 units a year to a high
of 63,000 a year. In June of 1968, just
after the 7.5-percent rise, VA housing
starts were down to 54,000. We ended
up the year of 1968 with 56,000 new VA-
guaranteed housing units.

At the beginning of 1969, when the VA
interest rate ceiling was raised from 6.75
percent to 7.5 percent, VA new housing
starts at an annual rate were estimated
at 57,000 units, the exact same amount at
an annual rate basis as estimated in May
of 1968 before the initial increase in the
rate ceiling from 6 percent to 6.75 per-
cent. As I have indicated, in January
1969, the VA statutory rate went up an-
other three-quarters of 1 percent, to 7.5
percent. But what has happened?

Currently, according to the latest fig-
ures, VA housing starts for the month of
July were down to a level of 46,000 units
at an annual rate basis. These figures
conclusively indicate, Mr. Speaker, that
increasing interest rates has not, does
not and will not elicit more VA-guaran-
teed housing units.

Mr. Speaker, the plain simple fact is
that housing starts do not increase when
mortgage interest rates are increased.
The low- and moderate-income veteran—
the veteran this program is supposed to
help—is priced out of the housing market
when interest rates go up. Few veterans
can afford 8, 9, and 10 percent interest
rates.

Mr. Speaker, last week the Senate
passed Senate Joint Resolution 152,
which extends for 90 days the authority
both for the Secretary of Housing and
Urban Development and the Administra-
tor of the Veterans' Administration to
set interest rate ceiling on FHA and VA
loans above the statutory 6 percent.
Senate Joint Resoluticn 152 was agreed
to by this body last Wednesday. Any pres-
sures in this instance, therefore, have
been removed and, as a result, I do not
myself see any necessity for this legisla~
tion.

If for no other reason we should pro-
ceed with a great deal of caution on this
legislation since it divorces the VA in-
terest rate from the FHA interest rate
and could create a chaotic and unfa-
vorable situation in which the FHA pro-
gram would be vying with the VA pro-
gram to the benefit of neither the FHA or
VA borrower.

As I say, Mr. Speaker, I do not see the
need for this legislation, but, by the same
token, I do not intend to take any action
to move to have it recommitted or killed.

I want to assure both the chairman of
the Veterans' Affairs Committee and this
body that the Senate Banking and Cur-
rency Committee and your House Com-
mittee on Banking and Currency will
explore this matter of the FHA-VA in-
terest rate in great detail.

The Senate Banking and Currency
Committee has already begun its inves-
tigation on this subject, and it is con-
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templated that in the immediate future
the House Committee on Banking and
Currency will also be in the middle of
its inquiry into this matter.

My main purpose in asking for the
floor, Mr. Speaker, is to indicate to the
Members my intention to offer an
amendment, at the appropriate time, to
this legislation. This amendment in sub-
stance is contained in a bill, H.R. 9476,
introduced by the esteemed chairman of
the Committee on Veterans Affairs, the
gentleman from Texas (Mr. TEAGUE), on
March 25, 1969. My amendment would
very simply provide for the investment of
part of the assets of the national service
life insurance fund in VA-guaranteed
mortgages, up to an amount of $5 bil-
lion, between enactment of this bill and
June 30, 1974.

To finance this proposed investment of
national service life insurance funds in
VA-guaranteed mortgages, this amend-
ment would establish a national service
life insurance investment fund, to which
the Secretary of the Treasury would be
required to transfer from the national
service life insurance fund such amounts,
up to $5 billion, as the Administrator of
Veterans’' Affairs may request. The in-
vestment fund would pay interest to the
insurance fund at the average rate on
loans purchased by the investment fund
less 1 percent, but not less than the aver-
age return on the other invested portion
of the insurance fund. The Administra-
tor of VA would also be authorized to
utilize the investment fund to purchase
loans from the direct loan revolving
fund; to sell participation certificates in
mortgages held by the fund: and to uti-
lize available funds in the loan guarantee
and direct loan revolving funds to cover
deficiencies in the investment fund.

Mr. Speaker, leaving aside these tech-
nical niceties, all this amendment says is
that the funds which the veterans of
World War II have paid into the national
service life insurance fund should be
made available to veterans to allow them
to purchase VA-guaranteed housing. This
specific program to which this amend-
ment would apply ceased issuing policies
in 1951 and, therefore, the insurance in
force under the program would, of course,
decline over time.

To indicate the substantial amount of
assets in the fund, it should be pointed
out that the assets of the fund, which are
largely invested in special Treasury in-
terest-bearing securities and policy loans,
as of June 30, 1968, amounted to $7 bil-
lion, and it is estimated that by June 30,
1970, the fund will be up to a $7.2 billion
mark.

The actuarial estimate of policy obli-
gations, as of June 30, 1968, totaled $6.9
billion, leaving a balance of $91 million
for contingency reserves.

Mr. Speaker, there is no question that
this insurance program is actuarially
sound. The estimate for 1970 indicates,
for example, that revenues to the insur-
ance fund will total $827.8 million, and
expenses will total $823.5 million, leav-
ing a net income for the year of $4.3 mil-
lion.

Nor will my amendment in any way
jeopardize either the safety, liquidity, or
casli flow of the insurance fund. The
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fund will be making investments in VA
mortgages guaranteed by the Federal
Government. These mortgages can be
sold. If the fund wants the mortgages,
they will be receiving the principal and
interest payback on the mortgages. Fur-
thermore, the interest on the investment
will be greater than that which is now
received from the Treasury on those in-
vestments made by the fund in special
Treasury securities. In other words, Mr.
Speaker, not only will there be no drain
on the fund whatsoever in monetary
terms, but the value of the fund will, in
fact, be increased by this approach.

Mr. Speaker, I trust that the honorable
chairman of the Veterans’ Affairs Com-
mittee and other esteemed members of
this committee will support my amend-
ment.

Mr. ANDERSON of Illinois. Mr, Speak-
er, will the gentleman yield?

Mr. PATMAN. I yield to the gentle-
man from Illinois.

Mr. ANDERSON of Illinois. Mr, Speak-
er, I was very interested in the gentle-
man’s explanation of his proposal to
make this $5 billion available for vet-
erans housing. I would ask the gentle-
man from Texas is it not a fact, how-
ever, that this money is not actually in
a segregated fund, and available in the
Treasury now, but that it has been bor-
rowed, and that what you have, there-
fore, are I O U’s that are in the Treas-
ury? Therefore what we would have to
do is to go out and borrow in the money
market the $5 billion to make it avail-
able for this purpose. Would we not
thereby be creating even greater pres-
sures in the money markets and thus
cause interest rates to go up—which is
of course, I know, something that the
gentleman would not advocate?

Mr. PATMAN. Even if the interest
rates were to go up, the veterans would
get housing, and they are not getting
housing now.

Why should we say we ought to let
the Treasury use this money to pay for
anything the Congress appropriates the
money for, and keep it away from the
veterans? It is the veterans' money.

The SPEAKER. The time of the gen-
tleman from Texas has expired.

Mr. PATMAN. Mr. Speaker, may I have
some additional time?

Mr. ANDERSON of Illinois. Mr.
Speaker, I yield 2 additional minutes to
the gentleman from Texas (Mr. PaT-
MAN) .

Mr. Speaker,
yield to me?

Mr. PATMAN. I yield to the gentle-
man from Illinois.

Mr. ANDERSON of Illinois. Mr.
Speaker, I would state to the gentleman
from Texas that I have before me, in
connection with the hearings that were
held on H.R. 9476, the letter that was
written under date of May 20, 1969, by
the Associate Deputy Administrator of
the Veterans' Administration in the ab-
sence of Mr. Driver, who was then Ad-
ministrator:

The purchase of mortgages as contem-
plated in this bill could increase federal out-
lays up to &5 billion during the five-year
period, fiscal year 1970-1974, resulting in in-
creased requirements for Treasury borrow-
ing from the public.

would the gentleman
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He goes on to state that this would
be inflationary. Would not the gentle-
man from Texas agree that his proposal,
desirable as it may be on the surface—
and I share with the gentleman his de-
sire to see more veterans housing in this
country—but given the conditions that
exist now, would it not be creating un-
desirable pressures that would drive the
interest rates still higher, thereby mak-
ing housing even less available than it is
now?

Mr, PATMAN. It would be no more in-
flationary than if you received the funds
from other sources and put them into
housing. There is no difference between
the two.

May I remind the gentleman from Illi-
nois also that shelter, housing, is just as
important to many people as food and
clothing. You cannot say that every ex-
penditure is inflationary.

There are many ways to stop infla-
tion—many ways. But there is no definite
and proven way to stop the pressure so
it is not any more inflationary than $5
billion to be spent by the veterans fund.

Mr. GROSS. Mr. Speaker, will the gen-
tleman yield?

Mr. PATMAN. I yield to the gentle-
man from Iowa.

Mr. GROSS. Does the gentleman know
whether dividends are still being paid on
Government life insurance?

Mr. PATMAN. I know that on some
Government life insurance policies,
dividends are paid. It all depends on the
policy.

Mr. GROSS. I am talking about war
risk insurance paid-up policies.

Mr. PATMAN. That is one that they
are still paid on, on policies, according to
the earning of the fund.

Why should the Treasury insist—or
anybody else—that veterans money
should be taken and used for other
things, and not permit veterans them-
selves to use it for a purpose that will
relieve a great need and give them the
comforts and conveniences of life that
they are entitled to receive, and use their
own money to build their own houses. I
cannot conceive of a fairer or better
proposition.

The gentleman from Illinois is mis-
taken in saying that they are lying
loosely around in the Treasury. You see,
a reserve is very carefully preserved and
protected and these securities now used
are in that particular box of reserves,
and not transferred over and as other
money paid in—instead of going right
into the Treasury to be spent—but right
into this reserve fund.

Mr. GROSS. The gentleman from
Texas and the gentleman from Iowa op-
posed the bill before the House the other
day to, for all practical purposes, estab-
lish a 10-percent interest rate on stu-
dent loans. Does the gentleman know of
any reason why there should be this dif-
ferent standard—one for veterans and
the other for students and student dem-
onstrators?

Mr. PATMAN. The gentleman’'s point
is a good one. If we adopted a policy of
letting the students who even engage in
riots get loans from the Government with
a Government guarantee and then give
to the commercial banks a 3-percent sub-
sidy on top of the 7 percent, that is paid
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by the Government, why then it would
be just as sensible to let the veterans bor-
row money to build homes at 10 percent
and giving 3 percent of it to the lender,
just as it is proposed on student loans. If
you do not pass this, you are discriminat-
ing against the veterans.

The SPEAKER. The time of the gen-
tleman from Texas has expired.

Mr. O'NEILL of Massachusetts. Mr.
Speaker, I have no further requests for
time.

The SPEAKER. Does the gentleman
from Illinois (Mr. ANpDERSON) have any
further requests for time?

Mr, ANDERSON of Illinois. No, Mr.
Speaker.

Mr. O'NEILL of Massachusetts. Mr.
Speaker, I move the previous question on
the resolution.

The previous question was ordered.

The resolution was agreed to.

A motion to reconsider was laid on the
table.

Mr. TEAGUE of Texas. Mr. Speaker,
I move that the House resolve itself into
the Committee of the Whole House on
the State of the Union for the consider-
ation of the bill (H.R. 13369) to extend
for 2 additional years the authority to set
interest rates necessary to meet the mort-
gage market for guaranteed and insured
home loans to veterans under title 38 of
the United States Code and for other
loans.

The motion was agreed to.

IN THE COMMITTEE OF THE WHOLE

Accordingly the House resolved itself
into the Committee of the Whole House
on the State of the Union for the con-
sideration of the bill H.R. 13369, with Mr,
BenNETT in the chair,

The Clerk read the title of the bill.

By unanimous consent, the first read-
ing of the bill was dispensed with.

The CHAIRMAN. Under the rule, the
gentleman from Texas (Mr. Teacue) will
be recognized for 30 minutes, and the
gentleman from Ohio (Mr. Avres) will
be recognized for 30 minutes.

The Chair recognizes the gentleman
from Texas (Mr. TEAGUE).

Mr. TEAGUE of Texas. Mr. Chairman,
I yield myself such time as I may con-
sume,

Mr. Chairman, Public Law 301 of the
90th Congress delegated authority to the
Administrator of Veterans’ Affairs and
the Secretary of Housing and Urban De-
velopment to set the interest rates on
loans made by the Federal Housing Ad-
ministration and on guaranteed and di-
rect loans of the Veterans' Administra-
tion. The authority to set such rates of
interest expires on October 1, 1969. The
current rate of interest as set by these
two officials is 715 percent.

The bill before us provides for a 2-
yvear extension until October 1, 1971, of
the authority insofar as it relates to the
Administrator of Veterans' Affairs to set
the interest rate at such a level as he de-
termines necessary in order to permit the
veterans housing program to work. If
the authority should lapse, the rate
would revert to 6 percent, an unrealistiec
rate in view of the general housing situa-
tion and interest rate conditions.

The Veterans’ Administration favors
this bill and there would be no addi-
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tional cost to the Government as a
result of its enactment, the bill was re-
ported unanimously by the committee.

Mr. Chairman, I take this opportunity
to commend the gentleman from Nevada,
the chairman of the Subcommittee on
Housing of the Veterans’ Affairs Com-
mittee, for his action in promptly re-
porting this measure to the full commit-
tee, and also that of his colleagues on
the subcommittee who were unanimous
in deciding that this measure was es-
sential. All of the members of the sub-
committee have been helpful—Hon.
WALTER S. Baring, chairman, Hon. RAY
RoBerTs, Hon. Davip E. SATTERFIELD IIT,
Hon. HeNrY HEeLsTOskIl, Hon. DoNn Eb-
waARrDS, Hon. Epwarp R. Roysar, Hon.
WiLriam H. AYres, Hon. SEyMoUrR HAL-
PERN, Hon. Jon J. Duwncan, and Hon.
MARGARET M. HECKLER.

Mr. AYRES. Mr. Chairman, I yield 5
minutes to the gentleman from Virginia
(Mr. BROYHILL)

Mr. BROYHILL of Virginia. Mr.
Chairman, there is no question but what
the legislation we have before us today
is absolutely necessary if we are going
to continue the GI home loan program.
We are simply facing the facts of life.
There will be no money available what-
soever unless we do extend the authority
of the Veterans Administrator to con-
tinue the interest rate at somewhat
around its present level.

My understanding is that, if the bill
is not passed, the interest rate for GI
loans will revert back to 6 percent, and
there is no such thing as a 6-percent in-
terest rate today for any type of mort-
gage, guaranteed, insured, or what not.
The prime rate on premium-type loans is
set at a rate of 812 percent. The fact is
there is really no net 7'4-percent money
available. In order for the GI to benefit
from existing law, the seller, the mort-
gagor, or someone else is going to have
to pay additional points somewhere be-
tween 8 and 15 percent.

In fact, the Federal National Mort-
gage Assoclation is the only source of
secondary financing for GI loans today.
A notice sent out by that Assoclation
dated September 22 points out that the
discount rate for GI loans for a 90-day
commitment is 93.42, and for a 6 months’
93.43, plus the fact that the mortgagor
in making the application must pay a
three-quarters of 1 percent nonrefund-
able fee.

Any way you slice this, GI loans today
are being sold to a Federal secondary
mortgage source at a discount of 7.32
percent.

I am not criticizing the Federal Na-
tional Mortgage Association because this
is competitive. All of us are aware of
the fact that this is what has to be paid
for these loans if they are going to be
made available to anyone. My point is
not to criticize what the Federal Na-
tional Mortgage Association is doing.
The problem is this. On the same date,
February 22, 1969, the Federal National
Mortgage Association announced that,
notwithstanding that they will buy these
mortgages at 93.42 and 93.43, they will
be unable to buy any single-family GI
loans in the District of Columbia at the
present time, The notice reads in part
as follows:
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FNMA finds it necessary, effective imme-
diately, to decline to accept submissions of
FHA-insured and VA-guaranteed mortgages
covering properties located in the District of
Columbia. Unless it is established that such
mortgages are not usurious,

The problem is caused by the D.C. usury
law, which proscribes rates in excess of 8%
per annum. There is no exemption for FHA
and VA mortgages under District of Colum-
bia law. FNMA believes there is substantial
risk that courts may hold, under the D.C.
usury statutes, that discount points and per-
haps certain other amounts received by lend-
ers must be included in determining whether
& loan is usurious.

In the case of a 30-year 71 % mortgage,
any amount recelved by the lender in excess
of 41; points, allocated over the 30-year term,
produces an aggregate yield in excess of 8%
per annum. We belleve that the calculation of
the total “points"” as to any D.C. mortgage
must include any loan closing or origination
fee, and also any other fees or charges re-
ceived by the lender which do not represent
actual out-of-pocket expenses of the lender.

The letter concludes with this state-
ment:

With respect to the future, FNMA’s posi-
tion is that only authoritative action by
either the Congress or the courts can solve
the D.C. usury problem, unless, of course,
there is a marked change In market
conditions.

The net effect of that is that no vet-
eran can purchase a single-family res-
idence in the District of Columbia at
the present time under the GI bill of
rights.

If these loans cannot be sold to
FNMA, there is no place else to sell them,
unless the discount rate is a great deal
higher, so at the proper time I intend
to offer an amendment that will exempt
this act from the District of Columbia
usury law, It will not cause the GI to pay
any more in interest rates. If the seller
is paying these fees now, it would merely
permit the loans made to the GI's in
the District of Columbia to be sold to
FNMA.

I hope at the time I offer my amend-
ment it will be favorably considered.

Mr. AYRES. Mr. Chairman, I yield 2
minutes to the gentleman from Penn-
sylvania (Mr. SAYLOR).

Mr. SAYLOR. Mr. Chairman, I thank
the gentleman for yielding.

I take this time to direct a question to
our colleague, the gentleman from Vir-
ginia, and also to commend him for his
presentation of the problems involved in
this legislation.

However, with respect to the amend-
ment which will be offered by the gen-
tleman, I wonder why the gentleman lim-
its his amendment to exempt these mort-
gages from usury laws just in the District
of Columbia, because there are other
States in the Union that have the same
problem. I think the gentleman’s amend-
ment would be a great deal more ac-
ceptable if it were put in such form that
the Federal Government would be per-
mitted to guarantee these mortgages
despite the usury laws of any State
in the Union, including the District of
Columbia.

Mr. BROYHILL of Virginia. Mr. Chair-
man, I thank the gentleman for that
statement. I would prefer that the
amendment include the other 23 States
that have similar usury laws which af-
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fect GI loans. I was fearful, however, that
it might be objectionable to some Mem-
bers representing those States for us to
attempt to superimpose our judgment as
to what the usury laws in those States
ought to be. Insofar as the District of
Columbia is concerned, we legislate for
the District of Columbia, and it is within
our jurisdiction and our prerogatives to
amend on existing law which affects the
District of Columbia, but I would be
happy to change it, if I thought I could
get the support for it.

Mr. SAYLOR. I think the point the
gentleman made is good and I say frankly
the States that object will have the op-
portunity to come in and speak. I hope
the gentleman offers his amendment so
as to include the District of Columbia and
the other States.

Mr. BROYHILL of Virginia. I thank
the gentleman from Pennsylvania.

Mr. TEAGUE of Texas. Mr. Chairman,
will the gentleman yield?

Mr. BROYHILL of Virginia. I yield to
the gentleman from Texas.

Mr. TEAGUE of Texas. Mr. Chairman,
I will say to my friend on the commit-
tee, he knows we know the problem, but
the gentleman also knows we have not
explored it, and I certainly would not
want to override our States without giv-
ing them a chance to testify. So I hope
the gentleman will keep his amendment
within the limits.

Mr. SAYLOR. With that assurance,
Mr. Speaker, I will support the amend-
ment offered by the gentleman from Vir-
ginia.

Mr. Chairman, I yield 5 minutes to
the gentlewoman from Missouri (Mrs.
SULLIVAN).

Mrs. SULLIVAN. Mr. Chairman, the
amendment to be offered shortly by my
esteemed colleague, the gentleman from
Texas (Mr. PaTmaN), chairman of the
Committee on Banking and Currency,
is the most important piece of housing
legislation to come before this body since
the start of this session of Congress. This
amendment is the first realistic approach
offered to help solve what has become a
housing recession in the Nation—and
believe me that is no overstatement.
Housing starts have fallen from an
annual rate of 1.9 million in January to
less than 1.3 million and it is widely ex-
pected they will drop below 1 million by
late this year or early in January unless
a course of action indicated by this
amendment is taken.

The current rate of housing starts
makes a mockery out of the goals that
we so enthusiastically endorsed in the
1968 Housing Act. Instead of moving
rapidly toward achieving 26 million new
or rehabilitated housing units in 10
vears we are moving rapidly in the
wrong direction. So much so that in an-
other 2 or 3 years we will likely find our-
selves adopting new housing goals of 30
million or 35 million units during an-
other 10-year period.

HOUSING BEARS FULL BRUNT OF ADMINISTRA=-
TION'S ANTI-INFLATION EFFORT

In effect, the country faces a housing
crisis worse than that of 1966, the year
that ironically produced the motivation
to establish our current national housing
goals. Housing once more has been made
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the victim of inflation and the methods
being used to fight inflation. Inflation
alone has priced millions of people out
of the housing market because the
homes they need are now beyond their
means. When this condition is coupled
with a high-interest, tight-money policy,
which is now being employed to fight
inflation, the situation becomes hopeless
for all but the middle and higher income
segment of our population. While the
rest of the economy continues to boom,
disaster has overtaken the housing in-
dustry. It is the only section of the econ-
omy that has reacted to monetary and
fiscal measures now being employed to
battle inflation. If the rest of the econ-
omy had reacted in the same way, we
would all find ourselves not in a reces-
sion, but well into a depression.

Mr. Chairman, because of inflation
and the tight-money, high-interest policy
being used to fight inflation, funds that
normally would flow into the mortgage
market are being diverted into high
yielding short-term investments. By the
same token, the money that is left for
mortgages is costing everyone, and par-
ticularly the low- and moderate-income
families—the families that the FHA and
VA programs are designed to serve—a
minimum 25 to 30 percent more than was
the case less than 2 years ago. FHA and
VA mortgages which carried 6 percent
interest then, now have an effective in-
terest rate of about 8.25 percent. Last
week Secretary of Housing and Urban
Development George Romney reported
that the price of borrowed money has
gone up 3 percent since January and
average monthly housing payments have
increased by 30 percent since that time.
The lack of mortgage money and the at-
tendant increase in interest rates have
brought the FHA and VA programs to a
standstill in Maryland, the Distriet of
Columbia and in other areas as well. In
essence, the low- and moderate-income
families of this Nation are being told
that only middle- and higher-income
citizens have the right to purchase and
own a home. The system has clearly
broken down.

PROPOSED IN MINORITY REPORT OF MORTGAGE
INTEREST RATE COMMISSION

Remedial action required the recogni-
tion that decent housing and a suitable
living environment are just as important
to the Nation and its people as having
enough food and clothing and medical
care. Decent housing is as fundamental
to the needs of our people as anything
anyone in this Chamber can name.

Mr. Chairman, adoption of the amend-
ment to be offered by Congressman PAT-
MAN would serve as a dramatic demon-
stration of that recognition. His proposal
is a step that is absolutely required if
our housing industry is to have the re-
sources required to meet the needs of the
people. Both he and I served on the
Mortgage Interest Rate Commission, es-
tablished to develop recommendations to
get the housing industry back on its feet
in terms of providing adequate home
loan funds at reasonable rates. During
its studies, the Commission concluded
that an additional 1 percent of the gross
national product must go into housing if
the national housing goals are to be
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reached. Translated into dollars, this
means that at least an additional $9 bil-
lion a year must be devoted to home
building. Both Congressman PATMAN and
I recommended in the minority report of
the Commission on Mortgage Interest
Rates the utilization of national service
life insurance funds to help provide the
required increase in mortgage money. In
this one amendment alone, this Congress
can make a decision that has the poten-
tial to furnish more than half of all the
additional mortgage money needed to
meet the national housing goals and ean
do so without expenditure of one addi-
tional tax dollar.

NEED FOR H.R, 13694, CREAIING HOME OWNERS
MORTGAGE LOAN CORPORATION

Important as it is, this amendment is
not enough to assure that all veterans
who should will actually benefit from the
additional mortgage funds it provides.
There are many veterans’ families which
are tragically blocked from home owner-
ship because interest rates have raised
those costs beyond their ability to pay. It
is outrageous that moderate income fam-
ilies now face the prospect of having to
make interest payments which amount
to 133 percent of the principal on their
homeownership loans. This is the case
when interest rates reach 8 percent and
higher on a $20,000, 30-year VA mort-
gage. At the end of the mortgage term
the homeowner will have paid $32,000 in
interest.

In my judgment, adoption of this
amendment should be followed by crea-
tion of a Home Owners Mortgage Loan
Corporation to make direct loans for low-
and moderate-income families at inter-
est rates that are no higher than 6 or 6%
percent. Such a vehicle, using FHA field
offices to process applications and ap-
prove loans, and operating with a fund
of at least $2 billion a year, will give as-
surance that no credit-worthy low- or
moderate-income family in this Nation
will be deprived of the opportunity for
home ownership. In effect, the Home
Owners Mortgage Loan Corporation
would be a national bank of last resort
for those credit-worthy families who
cannot obtain mortgage funds from con-
ventional lending institutions, Its estab-
lishment, more than anything else, I am
certain, will exert a powerful influence
that will bring all mortgage interest
rates down to a reasonable, decent level.
Creation of such a vehicle is proposed in
H.R. 13694 which I introduced with the
cosponsorship of the chairman of the
Housing Subcommittee, the gentleman
from Pennsylvania (Mr. BARreTT), I hope
to have presented to the House as soon
as possible.

But neither the Sullivan-Barrett bill,
nor Congressman Parman's amendment
to H.R. 13369, will solve all of the Na-
tion's housing problems. That solution
will only be achieved when all sections
of the economy, both private and pub-
lic, are brought into full play and are
guided by a will to serve the public in-
terest first. Congressman PATMAN’'S pro-
posed amendment to H.R. 13369 today
would be a giant step in this direction.
Here is an opportunity for us to really
begin meeting the national housing goals.

If the Patman amendment is adopted
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to this bill, it will really mean something.
It will provide a very effective solution
for veterans needing housing loans. So
I urge my colleagues to support it.

This amendment allocates $5 billion
of reserves held against veterans’ service
life insurance policies for direct loans to
veterans unable to borrow money in the
regular mortgage market to buy a home.

It is money which belor.gs to the vet-
erans—as reserves against their life in-
surance—and should be used in a man-
ner which directly benefits wveterans.
There is no better investment in which
these funds can be placed—if put into
VA-guaranteed mortgages, they are 100
percent safe, and will bring a better re-
turn than those same funds now bring
from the Treasury.

This money does not belong to the
Treasury to meet current bills; it belongs
to veterans who have managed to enjoy
good health and not die as quickly as the
insurance actuaries perhaps had guessed
they would. Let us use it to help vet-
erans own homes. They can't buy them
now because the mortgage market has
dried up. This bill before us is not going
to get any more money into veterans
housing unless the Patman amendment
is added to it.

I ask the House to consider his amend-
ment seriously and agree to it, when it is
offered.

Mr. AYRES. Mr. Chairman, I yield
myself 1 minute.

I rise in support of H.R. 13369. This
bill, extending as it does the Administra-
tor’s discretionary authority to establish
the maximum interest rate on GI home
loans for 2 additional years, is necessary
if we are to have any kind of a GI home
loan program for returning Vietnam
veterans.

Section 3 of Public Law 90-301 author-
ized the Secretary of Housing and Urban
Development in consultation with the
Administrator of Veterans' Affairs to
set the maximum interest rate on FHA
and VA loans. This discretionary author-
ity expires on October 1, although a
measure recently passed by the House
and Senate would extend it for 90 days.
Should this authority be permitted to
expire, the interest rate which has been
established currently at 7% percent
would be immediately rolled back to the
statutory 6 percent, the maximum rate
established by law prior to the enact-
ment of Public Law 90-301.

Admittedly, the inflationary spiral and
the competition for money which has
been evident in our Nation in recent
yvears has caused the flow of mortgage
capital into the GI housing market to
diminish. It has not stopped completely,
however, as evidence by the fact that
there were more than 103,000 GI home
loans closed during the first 6 months of
this current year as compared with ap-
proximately 95,000 during the first 6
months of 1968 and approximately 74,000
during the first 6 months of 1967. If the
interest rates are permitted to revert to
6 percent, it is obvious that lenders would
be unwilling to invest in GI loans. As
a result, the home loan program for
returning veterans would come to a
screeching hault.

Let me remind my colleagues that our
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failure to act on this legislation does not
affect the returning Vietnam veteran
alone. Many World War II and Korean
conflict veterans still have entitlement
to GI home loan benefits. The World
War II program, however, is scheduled
to expire July 25, 1970. Our failure to
enact this legislation will deprive this
group of veterans of the opportunity to
purchase a home during this critical
period when they have but a few months
of entitlement remaining.

I urge that this bill be passed so that
it can be transmitted to the other body
for their prompt attention, thus assur-
ing the continuation of this vital
Program.

Mr, TEAGUE of Texas. Mr. Chairman,
I yield such time as he may consume to
the gentleman from Pennsylvania (Mr.
BARRETT) .

Mr. BARRETT. Mr. Chairman, I wish
to thank the chairman of our committee
for yielding me this time.

I certainly believe this is a most appro-
priate time to bring this bill to the floor
of the House, and I feel the chairman
of the Committee on Veterans' Affairs
as well as the chairman of the full Com-
mittee on Banking and Currency (Mr.
Patman) as well as all of the members
on the minority side and all the members
of the committees deserve commenda-
tion for bringing this bill to the floor at
this time,

This will give us an opportunity to
have the money flow into the areas
where those people are who are in dire
need of housing. This housing is badly
needed today. We have 600,000 fewer
starts today than we had at the begin-
ning of this year. I believe every Member
on both sides of the aisle should and will
support this amendment which will be
offered and this bill, because we have
already asked for an extension and both
houses have passed a 3-month extension
so that we can take a hard look at the
interest rate question. This matter is now
before the President, and I hope it will
be signed into law shortly. I think all
of the Members know that a 1-percent
increase in a veteran’'s mortgage costs
brings about an addition of $4,820 to a
30-year mortgage. Since the present
waiver was enacted the interest rate in-
crease has added about $7,200 to the cost
of a $25,000 home on the basis of a 30-
year mortgage. If we are to compensate
these men who made these great sacri-
fices to keep this country free, I think
everybody in this body ought to vote
unanimously to keep the interest rate
down.

Mr., Chairman, I hope everybody votes
for the Patman amendment and that we
have a unanimous vote in favor of the
bill.

Mr. TEAGUE of Texas. Mr. Chairman,
the purpose of the bill, HR. 9476—
similar to the amendment of the gen-
tleman from Texas (Mr. PATMAN) —is to
increase the availability of Veterans’ Ad-
ministration guaranteed home loan fi-
nancing for veterans desiring to pur-
chase homes, and at the same time to
increase the income of the national serv-
ice life insurance fund. The measure
would establish on a revolving fund
basis in an amount not to exceed $5 bil-
lion, an investment fund from which
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home loan financing would be available
through commercial sources with the
proceeds being repaid into the fund as
the loans are repaid each month.

The current interest rate on Veterans’
Administration guaranteed home loans
is 71, percent. Due to higher interest
rates in some areas and to the prevalence
of “points,” there is a dearth of money
available for financing of home pur-
chases generally, and for veterans in par-
ticular.

The national service life insurance
trust fund is a trust fund created from
the proceeds of premiums paid, largely
by World War II veterans, on their in-
surance policies. There are now 5,427,000
such policies with a face value of $37,-
372,938,000. Generally these policies
cover individuals who served on or after
October 8, 1940, and before April 26,
1951, when this insurance program
ceased receiving new applications. The
fund is today invested in interest-bear-
ing obligations of the U.S. Government
which has a yield as indicated in the
table which follows. It should be noted
that the overall yield is 3.9 percent.

INVESTMENTS IN NATIONAL SERVICE LIFE INSURANCE
TRUST FUND

Amount
of US.
securities
pur-
chased
or refi-
nanced
in the 6
months
ending

Amount
of U.S.
(or U.S.
guaran-  Average

teed) rate of
interest
on sect-
rities in

period  col. (2) col. (4)
(billions) (percent) (percent)

) (@) (3) (5

Average
rate of
with interest
date in
col. (1)
(mil-
lons)

securities
held at
end of

Dec. 31, 1955____.
June 30, 1960
Dec. 31, 1960_____
June 30, 1961. .

o
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1 Not required.

It is estimated that with the avail-
ability of $5 billion from the NSLI re-
serves, there would be 256,300 loans
guaranteed and purchased. Based on re-
cent VA experience, about 30 percent or
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77,000, would be on newly constructed
homes and the remaining 70 percent, or
179,300, would be on existing homes.

If this bill is enacted, the yield will be
increased to 62 percent—7% percent in-
terest less 1 percent administration fee.
The national service life insurance fund
would continue to be fully guaranteed
by the the U.S. Government with no pos-
sible loss to a policyholder or his bene-
ficiary.

Thus there would be two simple results
flowing from enactment of this legisla-
tion; namely, the availability of $5 bil-
lion of mortgage money, and an increase
in the interest yield to the national serv-
ice life insurance trust fund.

Hearings were held on this measure
before the Subcommittee on Housing on
May 21 and 22, 1969. All the testimony
received—homebuilders, bankers, real
estate boards—with the exception of that
of the Veterans’ Administration and
Treasury Department, was favorable.
Veteran groups were favorable,

Pertinent statistics on the loan guar-
antee program follow:

GI LOAN APPLICATIONS

1967

40, 649
68, 300
78, 667
61, 600
249,216

Janualiy--March_ sy
April-June. _____
July-September
October-December.... .

ol

GI LOANS

53,216

Jauua?-l'.!arch____ o
50,170

April-June___________
July-September.__. ..
October-December-...

Total.._....... 200,422 HLAT e

COMPARISON OF USE OF LOAN ENTITLEMENT BY VETERANS
OF DIFFERENT SERVICE PERIODS IN YEARS IMMEDIATELY
FOLLOWING ELIGIBILITY

Percent of
eligible
veterans

Eligible
veterans at
beginning
of year

L Loans using
Fiscal year closed entitiement

World War 11:
1946

2,374, 000
12, 110, 000
000 13,074,000

2,740, 000
3,731, 000
4,239, 000

3,682, 000
4,052, 000
4, 585, 000
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! Veterans with all service after January 1955 (excludes
active duty servicemen). i
211 months actual, 1 month estimated.

SECONDARY MARKET PRICE NO DOWNPAYMENT GI LOANS (NEW AND EXISTING)
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The Veterans' Administration report
indicates that, during the first year of
operations, this bill would “increase Vet-
erans’ Administration general operating
expenses by $2,650,000.” This is not a
cost; it is an advance, since the admin-
istrative costs of the program would be
met by the l-percent fee. Loans would
be made at 7% percent—1 percent would
be given to the agency for administra-
tion, and 6% percent would go into the
national service life insurance trust
fund. Thus no cost to the Government
because of the enactment of this bill.

Mr. OLSEN. Mr. Chairman, I believe
the House should reject the measure
before us today because its passage will
surely mean higher interest rates for
our veterans. It is likely that the overall
cost of loans to veterans could be higher
than the cost of loans from the Federal
Housing Administration.

Interest rates have gotten completely
out of hand, and the exorbitant interest
charges of commercial lending institu-
tions have placed us on the brink of a
severe housing shortage. Rates have
been increased on the pretense of fight-
ing inflation but, in fact, these higher
rates contribute to inflation.

Why should we in the Congress cater
to these exorbitant demands? Nobody
can afford to build or buy a house any
more, and I am convineed this legislation
will only make matters worse.

What are we doing? We are voting to
guarantee higher interest rates to the
lending institutions. They would be the
real winners, not the veteran who would
be forced to pay more and more for the
use of money he desperately needs for a
home.

If our commercial lending institutions
cannot or will not provide loans at rea-
sonable interest rates to our veterans,
I submit it is the moral responsibility of
our Government to make funds available
for low interest loans, not guarantee
higher interest rates and, as a result,
higher interest.

I vote against this legislation because
I oppose higher interest.

I vote against this legislation because
I believe the time has come to draw the
line on the exorbitant interest demands
of the commereial lending institutions.

I vote against this legislation because
it is not the way a nation shows its grati-
tude to those who risked their lives in
our defense.

Mr. HOGAN. Mr. Chairman, I wish to
commend the gentleman from Virginia
(Mr. BrovHILL) for his amendment relat-
ing to mortgages in the District of
Columbia, which I heartily support. I do,
however, wish to call to the attention of
my colleagues and members of the Vet-
erans’ Affairs Committee a mortgage
crisis which exists in many States, in-
cluding my own State of Maryland.

Because of the inaction of the Mary-
land State Legislature, it has become
virtually impossible for families of
moderate means to buy a home in my
district. Returning veterans from Viet-
nam are unable to take advantage of the
benefits which Congress has given them
under the VA mortgage provisions be-
cause lenders will not finance homes in
Maryland because of the current legal
Hmitations on interest and other
payments.
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It is extremely unfortunate that only
the rich are able to buy homes because
of the shortsightedness of Maryland
legislators and our Governor.

With due respect to the members of
the Veterans’ Affairs Committee, I do
strongly urge that prompt consideration
be given to an amendment which would
eliminate the inequities facing our re-
turning veterans who choose to reside in
those States where the current mortgage
crisis exists. The situation is becoming
so desperate for these potential home-
buyers that it demands immediate
action.

I also hope that members of the House
Banking and Currency Committee,
which has the responsibility to oversee
the Federal Housing Administration
mortgage program, will also be diligent
in directing their attention to this prob-
lem so that applicants for FHA-guar-
anteed mortgage loans will not be denied
the benefits of this program because they
live in one of the States from which
mortgage money has fled.

I have discussed this matter with my
colleague from Maryland (Mr. GUDE)
and he and I both urge that the Vet-
erans’ Affairs Committee and the Bank-
ing and Currency Committee consider
the plight of the residents of Maryland
and other States and take corrective
steps as quickly as possible.

The CHAIRMAN. Are there any fur-
ther requests for time?

If not, the Clerk will read.

The Clerk read as follows:

HR. 13369

Be it enacted by the Senate and House
of Representatives of the United States of
America in Congress assembled, That sec-
tion 3(a) of the Act entitled “An Act to
amend chapter 37 of title 38 of the United
States Code with respect to the veterans’
home loan program, to amend the National
Housing Act with respect to interest rates
on insured mortgages, and for other pur-
poses”, approved May 7, 1968 (Public Law
90-301), is amended by striking out “, until
October 1, 1969,” and inserting in lieu there-
of “, until October 1, 1971,".

With the following committee amend-
ment:

Strike out all that follows the enacting
clause and Insert in lieu thereof the fol-
lowing:

“That notwithstanding the provisions of
section 1803 (c) (1) of title 38, United States
Code, the Administrator of Veterans' Affairs
is authorized, until October 1, 1971, to es-
tablish a maximum interest rate for guaran-
teed or insured loans to veterans under
chapter 37 of title 38, United States Code,
not in excess of such rate as he may from
time to time find the loan market demands.”
AMENDMENT TO THE COMMITTEE AMENDMENT

OFFERED BY MR. TEAGUE OF TEXAS

Mr. TEAGUE of Texas. Mr. Chairman,
I offer a perfecting amendment.

The Clerk read as follows:

Amendment offered by Mr. TEAGUE of Texas
to the committee amendment: On page 2,
line 3 and line 9 strike out the quotation
marks.

The amendment to the committee
amendment was agreed to.

AMENDMENT TO THE COMMITTEE AMENDMENT
OFFERED BEY MRE. BEROYHILL OF VIRGINIA
Mr. BROYHILL of Virginia. Mr.

Chairman, I offer an amendment to the

committee amendment.

The Clerk read as follows:
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Amendment offered by Mr, BroyHILL of
Virginia to the committee amendment: On
page 2, line 9, immediately after the period
insert the following: “In the case of any
mortgage loan to which the authority of the
Administrator under the foregoing sentence
applies, the provisions of section 28-3301 of
the District of Columbia Code shall not
apply.”

Mr. BROYHILL of Virginia. Mr. Chair-
man, I do not intend to take the 5
minutes because there is in attendance in
the House at the present time the same
Members as were present when I ex-
plained the purpose of my amendment
a few moments ago during general de-
bate.

The net effect of my amendment is to
exempt GI home mortgage loans from the
District of Columbia usury laws. It will
not cause an increase in the cost of the
mortgage to the veteran.

I pointed out a moment ago where the
Federal National Mortgage Association
had announced it would refuse to pur-
chase GI mortgage loans in the District
of Columbia in the future until it was de-
termined that the discount points
charged on the loan would not cause a
violation of the District of Columbia
usury laws. In fact the FNMA stated that
they would wait until the courts or the
Congress cleared the matter up.

Mr. Chairman, my amendment will
clear the matter up in order for FNMA
financing to make available for GI home
loans in the District of Columbia by stat-
ing that the provisions of the District of
Columbia Usury Act shall not apply to
this bill.

Mr. TEAGUE of Texas. Mr, Chairman,
will the gentleman yield?

Mr. BROYHILL of Virginia. I yield to
the gentleman from Texas.

Mr. TEAGUE of Texas. Mr. Chairman,
we accept the gentleman's amendment
over here.

Mr. AYRES. Mr. Chairman, will the
gentleman yield?

Mr. BROYHILL of Virginia. I yield to
the gentleman from Ohio.

Mr. AYRES. Mr. Chairman, we have
no objection to the amendment on this
side.

The CHAIRMAN. The question is on
the amendment to the committee amend-
ment offered by the gentleman from
Virginia (Mr. BROYHILL).

The amendment to the committee
amendment was agreed to.

Mrs. SULLIVAN. Mr. Chairman, I
move to strike the last word.

Mr. Chairman, I rise in opposition to
the amendment.

The CHAIRMAN. The Chair has al-
ready announced that the amendment
offered by the gentleman from Virginia
(Mr. BrovHILL) to the committee
amendment was agreed to.

Mrs. SULLIVAN. I was trying to re-
ceive recognition, Mr. Chairman.

The CHAIRMAN. The gentlewoman
from Missouri is recognized for 5 min-
utes on her pro forma motion.

Mrs. SULLIVAN. Mr. Chairman, I
shall not take the 5 minutes. I rise to say
that I strongly oppose the amendment
which was just declared adopted. I was
seeking recognition to oppose it but it
seems that I was not recognized in time.
It is unfortunate that it was declared
adopted without opposition.
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I strongly oppose that amendment to
waive the District of Columbia interest
rate ceiling on VA-guaranteed loans. The
lenders here are charging side pay-
ments—points—which raise their rate of
return over the District’s 8 percent usury
ceiling. If 8 percent is not enough return,
how much is a fair return? Is it 10 per-
cent? Is it 12 percent? Or is it 25 percent?
How high are we content to let it go?
This amendment removes any District
limitation on VA loans.

This is an interest-raising amendment,
not a veterans’ housing amendment.

Several months ago there was a pro-
posal before us to raise the legal interest
rate ceiling in the District of Columbia
from 8 percent to 16 percent. We de-
feated that resoundingly. I certainly do
not want to see the rate on VA mortgage
loans go up to 16 percent now through
the back door, through this amendment
which was declared adopted before any-
one could be heard in opposition fo it.

AMENDMENT TO THE COMMITTEE AMENDMENT
OFFERED BY MR. PATMAN

Mr. PATMAN. Mr. Chairman, I offer
an amendment (o the committee amend-
ment.

The Clerk read as follows:

Amendment offered by Mr. ParmaN to the
committee amendment: On page 2, line 9,
immediately after the period, insert the fol-
lowing: "“For the purpose of preventing the
maximum interest rate established under the
foregoing sentence from rising to unreason-
able levels, and to facllitate the making of
housing loans to veterans under authority
of the said chapter 37 of title 38, United
States Code, as modified by the foregoing
sentence, such chapter 37 is further amended
by adding at the end of subchapter III there-
of the following new section:

*'§ 1828. Investment of funds of the na-
tional service life insurance fund
in first mortgage loans guaran-
teed under sectlon 1810 of this
chapter

“‘(a) When issuing a commitment to
guarantee a proposed home mortgage loan
under section 1810 of this chapter, the Ad-
ministrator is authorized and 1s hereby di-
rected to issue, If such is requested by the
lender-mortgagee, a non-assignable com-
mitment to purchase the completed loan
from such lender-mortgagee. For each such
commitment the lender-mortgagee shall pay
a nonrefundable fee of not in excess of one-
half per centum of the amount of the com-
mitment. Such commitment shall provide
for the purchase of the loan from the lender-
mortgagee for the price specified in the
commitment (which price shall be speci-
fied in the commitment (which price shall
be specified as a percentage of par) if the
lender-mortgagee certifies to the Adminis-
trator, subsequent to the disbursement of
the loan proceeds but not later than one
hundred and eighty days from the date of
the Administrator’s issuance of the loan
guaranty evidence, that—

“*(1) it has not been successful in effect-
ing a sale of the loan to a private investigator
at a price equal to or in excess of that spe-
cified in the Administrator's commitment;

“1'(2) it has not charged or collected from
and will not charge or collect from the seller
or builder of the property, or from any third
person or entity, directly or indirectly, any
discount (points) in excess of the difference
between the face amount of the loan and
the price specified in the Administrator’s
purchase commitments plus the commit-
ment fee specified in this subsection (a);

“*(3) theloan is not in default.

The purchase price specified in any purchase
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commitment issued under this subsection
shall not be less than the average price for
which one hundred and eighty day purchase
commitments were auctioned by the Fed-
eral National Mortgage Association at the
last Assoclation auction preceding the issu-
ance of the Administrator’s purchase commit-
ment, but In no instance shall the Adminis-
trator agree to pay more than par (unpaid
principal balance plus accrued interest) nor
less than 96 per centum of par for any loan
purchased under this subsection. If an
auction of purchase commitments by the
Federal National Mortgage Association has
not been conducted during the three months
immediately preceding the issuance of a
commitment under this subsection the price
to be specified in such commitment shall be
determined by the Administrator but any
such price determination by the Administra-
tors shall not exceed par nor be less than 96
per centum of par. Upon the purchase of a
guaranteed loan pursuant to a commitment
issued under this subsection the Administra-
tor's guaranty of the loan shall continue in
full force and effect and shall inure to the
Investment Fund established in subsection
(b) of this section. Insofar as practicable
the Administrator shall utilize the purchase
authorization in this subsection in those
localities where the discount levels are de-
termined by him to be substantially in ex-
cess of the discounts entailed in the Federal
National Mortgage Association average auc-
tion prices for its one hundred and eighty day
purchase commitments.

“‘(b) There is hereby established in the
Treasury of the United States a revolving
fund to be known as the Natlonal Service
Life Insurance Investment Fund (hereinafter
called the Investment Fund). The Invest-
ment Fund shall be available to the Admin-
istrator for all operations under this section,
including the payment of expenses and losses,
except administrative expenses. To provide
the Administrator with the funds necessary
to purchase loans as the consequence of
commitments issued or to be issued pursuant
to subsection (a) of this section, the Secre-
tary of the Treasury shall transfer such funds
from the National Service Life Insurance
Fund (hereinafter called the Insurance
Fund) to the Investment Fund, except that
the aggregate of transfers pursuant to this
subsection shall not, in the period between
the enactment of this section and June 30,
1974, exceed $5,000,000,000, nor exceed, in any
fiscal year $1,000,000,000.

“‘(e) The Administrator shall utilize the
funds transferred to the Investment Fund as
provided in subsection (b) of this section to
purchase loans pursuant to commitments
issued as provided by subsection (a) of thls
section. The Insurance Fund shall be paild
interest on all funds transferred to the In-
vestment Fund at the same rate as the
average interest rate on loans purchased by
the Administrator less 1 per centum but in
no event less than the average return on the
other invested portion of the National Serv-
ice Life Insurance Fund. All moneys recelved
by the Administrator from the repayment of
such loans shall be deposited In the Invest-
ment Fund and shall also be available, until
June 30, 1975, for the purchase of loans pur-
suant to commitments issued as provided in
subsection (a) of this section, except that if
the Administrator at any time determines
that the balance In the Investment Fund is
in excess of anticipated needs for the pur-
chase of loans, he may so notify the Secre-
tary of the Treasury, who shall then transfer
such excess to the Insurance Fund. All col-
lections of Interest on loans purchased and
all nonrefundable commitment fees received
pursuant to the authority in subsection (a)
of this section shall be deposited in the In-
vestment Fund by the Administrator, who
shall, after determining the amount to be
retained in the Investment Fund as a reserve
for expenses and losses, periodically notify
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the Secretary as to the amount of such inter-
est collections avallable for transfer to the
Insurance Fund and the Secretary thereupon
shall effeet such transfers. Buch transfers
shall constitute the payment of interest to
the Insurance Fund. The Administrator is
authorized to invest on an Interim basis un-
expended halances of the Investment Fund,
including the reserve for expenses and losses,
in obligations of the United States Govern-
ment or agencles thereof. After June 30, 1975,
all moneys received in the repayment of
loans purchased pursuant to subsection (a)
of this section and all interest collections on
such loans, except for such sums which the
Administrator determines to be necessary
for retention In the Investment FPund as a
reserve for losses, shall be deposited In the
Insurance Fund. Such deposits shall be con-
tinued until the funds transferred to the
Investment Fund by the Insurance Fund are
repaid In full with interest.

“*'(d) In the event of a deficiency in the
Investment Fund reserves for expenses and
losses, the Administrator is hereby authorized
and directed to guarantee the Investment
Fund agalnst loss of interest or principal
and shall discharge such guarantee by trans-
ferring to the Investment Fund from avail-
able funds of the Loan Guaranty Revolving
Fund such sum or sums as may be necessary
to defray such deficiency. Any deficlency in
the Investment Fund defrayed by the Loan
Guaranty Revolving Fund shall be paid to
such Fund by the Investment Fund as soon
as such payment becomes feasible.

*‘(e) The Administrator may sell, and shall
offer for sale, any loan purchased under the
authority of this section at a price deter-
mined by the Administrator, but not less than
the price paid by the Administrator to pur-
chase the loan (l.e., the percentage of the
unpaid balance of the loan), plus accrued In-
terest. The Administrator may, in respect to
loans thus sold, guarantee any such loans
subject to the same conditions, terms and
limitations as would be applicable in the case
of loans guaranteed under section 1810 of this
chapter. The proceeds of any such sales shall
be deposited in the Investment Pund.

“*(f) Notwithstanding any of the forego-
ing provisions of this section, the Administra-
tor, when authorized by appropriation Acts
80 to do, may set aside first mortgage loan
assets of the Investment Fund as the basis
for the sale of participation certificates pur-
suant to and in accordance with the provi-
sions of the Participation Sales Act of 1966
(Public Law 89-429), and until June 30, 1974,
the proceeds of any sale of such participa-
tion certificates shall be deposited in the In-
vestment Fund and be avallable for the pur-
poses of that fund. After June 30, 1974, the
proceeds of any sales of such participation
certificates shall be deposited in the Insur-
ance Fund.

“*(g) In the administration and manage-
ment of the Investment Fund the Admin-
istrator shall, to the extent feasible, invest
the funds thereof in loans which will repre-
sent a broad spectrum of the veteran home-
buying population in respect to age, income,
and location of the properties which will
constitute the loan securities. In order to
facilitate a more adequate supply of mort-
gage financing for veterans in the lower and
middle income brackets the Administrator
shall purchase only loans not in excess of
$30,000 which are secured by single family
dwellings only. The Administrator is au-
thorized to adopt such standards, policies,
and procedures and to promulgate such reg-
ulations as he considers necessary or ap-
propriate for carrying out his functions and
responsibilities under this section. In carry-
ing out such functions and responsibilities
the Administrator may contract with private
entities for the servicing of any loans pur-
chased by him for the Investment Pund pro-
vided that the servicing fee payable pursuant
to any such contract shall not exceed the
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Administrator's estimate of the cost of the
direct servicing of such loans by agency em-
ployees.’

“The analysis of chapter 37 of title 38,
United States Code, is amended by adding
at the end thereof the following:

“+1828. Investment of funds of the National
Bervice Life Insurance Fund in first
mortgage loans guaranteed under
section 1810 of this chapter.'”

Mr. PATMAN (during the reading).
Mr. Chairman, I think that this amend-
ment is well understood. The Committee
on Veterans’ Affairs over a long period
of time—I mean years—has discussed
this amendment in the form of a bill.
Therefore, Mr. Chairman, I ask unani-
mous consent that further reading of the
amendment be dispensed with and that
it be printed in the RECORD.

The CHAIRMAN. Is there objection
to the request of the gentleman from
Texas?

Mr. GROSS. Mr. Chairman, reserving
the right to object, and I shall not ob-
ject, what was the fate of the Broyhill
amendment?

The CHAIRMAN. It was agreed to.

Mr. GROSS. Mr. Chairman, I with-
draw my reservation of objection.

The CHAIRMAN. Is there objection to
the request of the gentleman from
Texas?

There was no objection.

POINT OF ORDER

Mr. AYRES. Mr. Chairman, I reserve
a point of order against the amendment.

The CHAIRMAN. The gentleman will
state his point of order.

Mr. AYRES. Mr. Chairman, I make the
point of order that the amendment which

has been offered by the gentleman from
Texas is not germane to the bill under
consideration, H.R. 13369.

The CHAIRMAN. The gentleman from
Ohio will be heard in support of his point
of order.

Mr. AYRES. Mr. Chairman, the bill
which the House is debating today, and
which was reported unanimously by the
Committee on Veterans' Affairs, extends
for 2 years, until October 1, 1971, the au-
thority of the Administrator of Veterans’
Affairs to set the interest rate on guar-
anteed loans of that agency and direct
loans of that agency. It does not involve
loans by FHA or any other Government
agency.

The amendment offered by the gentle-
man is a whole new scheme to take funds
from the national service life insurance
trust fund and make them available for
housing loans. I submit, Mr. Chairman,
that this is a subject alien to the central
purpose of H.R. 13369, and I insist upon
my point of order that the amendment
of the gentleman is not germane to the
bill.

The CHAIRMAN. Would the gentle-
man from Texas like to be heard on the
point of order raised by the gentleman
from Ohio?

Mr. PATMAN., Mr. Chairman, I would
like to be heard on the point of order.

In the first place, the gentleman from
Ohio has indicated that there is included
in my amendment FHA interest rates. It
does not include them; it only includes
Veterans’ Affairs interest rates.

Mr. Chairman, the plainly expressed
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legal purpose and effect of the commit-
tee amendment is to extend and enlarge
the authority of the Administrator of
Veterans’ Affairs to carry on programs of
guaranteed and insured loans to veterans
under chapter 37 of title 38 of the United
States Code. The committee amendment
expressly refers to chapter 37, and di-
rectly affects the powers of the Admin-
istrator under that chapter. It enlarges
those powers by giving the Administra-
tor authority over interest rates—au-
thority he would not otherwise possess
under chapter 37. My amendment relates
directly to this interest rate authority by
giving the Administrator further power
to control or influence the rates on chap-
ter 37 loans—not on all loans, of course,
that would be beyond the scope of the
bill—but just on these chapter 37 loans
that the committee amendment relates
to. The subject matter is highly techni-
cal and therefore my amendment must
be lengthy in order to be technically cor-
rect. But the parliamentary principle is
very simple. The committee amendment
relates to the Administrator’s authority
with respect to chapter 37 loans, and my
amendment relates to the Administra-
tor's authority with respect to chapter
37 loans, and therefore my amendment
is clearly germane to the committee
amendment.

Mr. Chairman, I respectfully suggest
that the point of order raised by the gen-
tleman from Ohio should be overruled.

The CHAIRMAN. The Chair is pre-
pared to rule on the point of order
raised by the gentleman from Ohio (Mr.
AYRES) .,

The proposition before the Committee
has a narrow purpose: To grant the Ad-
ministrator of Veterans’ Affairs author-
ity, for a 2-year period, to establish a
maximum interest rate for guaranteed or
insured veterans loans.

Under present law, the Secretary of
Housing and Urban Development, to-
gether with the Administrator, has au-
thority—until October 1 of this year—
to set the interest rates on both FHA
and VA loars.

The amendment offered by the gentle-
man from Texas (Mr. PaTMaN), author-
izes and directs the Administrator, in
certain situations, to purchase loan com-
mitments from the lender-mortgagee in
a veterans loan transaction. Such pur-
chases would be funded through a revolv-
ing fund in the Treasury, with assets
transferred from the national service
life insurance fund. Commitments pur-
chased by the Administrator under this
authority could then be sold through the
Participation Sales Act of 1966.

It has been suggested that the purpose
of the two propositions is similar in that
both the committee amendment and the
amendment offered by the gentleman
from Texas are designed to help veterans
obtain housing loans. In a very broad
sense this may be true, but the prece-
dents indicate that where a bill is drafted
to achieve a purpose by one method, an
amendment to accomplish a similar pur-
pose by an unrelated method, not con-
templated by the bill, is not germane.
In the 90th Congress, for example, it
was held that where the Committee of
the Whole had under consideration a
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bill designed to aid in the control of
crime through research and training, an
amendment aimed at the control of
crime through regulation of the sale
of firearms was not germane. That was
on August 8, 1967.

The committee amendment under con-
sideration extends only the authority
of the Administrator. It does not “ex-
tend existing law"” in the sense that it
reenacts it and could possibly open up
the basic law to modification. The Chair
therefore holds that the amendment of-
fered by the gentleman from Texas (Mr.
Patrman) which materially alters the
provisions of chapter 37 of title 38,
United States Code, is not germane to
the limited proposition under considera-
tion. The Chair therefore sustains the
point of order.

PARLIAMENTARY INQUIRY

Mr. PATMAN,. Mr. Chairman, a par-
liamentary inquiry.

The CHAIRMAN. The gentleman will
state his parliamentary inquiry.

Mr. PATMAN. Mr, Chairman, I hope
that the Chairman has not overlooked
the fact that the committee amendment,
that is the amendment offered by the
gentleman from Texas (Mr. TEAGUE),
in the form of a bill, upon which the rule
was granted and which we are now con-
sidering, relates to the administrative
authority with respect to chapter 37
loans. My amendment relates to the Ad-
ministrator’s authority with respect to
chapter 37 loans.

Mr. Chairman, I do not see how any-
thing could be more germane than that.
I just cannot understand how it would
be possible to bring any bill out and have
any assurance of its germaneness if a
rule like that were adopted.

I respectfully suggest that I am afraid
the Chairman has overlooked that point.

The CHAIRMAN. The Chair has al-
ready ruled, but the Chair will be glad
to state for the purpose of the record in
reply to the gentleman from Texas that
the provisions of this piece of legislation
only relate to the interest rates and not
to title 38, United States Code, chapter
317, as a whole.

Therefore, as the Chair stated, the
amendment was not germane.

Mr. ALBERT. Mr, Chairman, I move
to strike out the last word.

Mr. Chairman, I am sorry the parlia-
mentary situation is such that the
House will not be able to act on the
Patman amendment at this time. Except
for technical changes the amendment,
as I understand it, is identical to H.R.
9476 which was introduced by the dis-
tinguished chairman of the Veterans’
Affairs Committee, the gentleman from
Texas (Mr. Teacue). It provides that up
to $5 billion contained in the national
service life insurance fund out of a total
of approximately $7 billlon could be
invested in VA-guaranteed mortgages.
Purchases in any one fiscal year could
not exceed $1 billion. I believe this is a
most fair and equitable proposal. The
moneys contained in the national serv-
ice life insurance fund are the veter-
ans’ funds, the premiums collected by
the Veterans’ Administration on their
life insurance, This money is now in-
vested solely in Government bonds yield-
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ing the trust fund an overall average
of less than 4 percent. Recent issues yield
about 6 percent. If our veterans must
pay Tl percent or highe- on their home
loans, loans which incidentally are fully
guaranteed against loss by the U.S.
Government, it would appear to be only
just that the higher rate inure to the
benefit of the veterans own insurance
fund.

The Patman amendment, if it were in
order and were adopted, would, I believe,
result in preventing a further rise in the
current 7' percent rate level on VA
mortgages. Possibly it might result in a
modest reduction. I think that all of us
without regard to our views as to current
overall monetary policy can agree on the
desirability of this result. The veterans
of this country certainly deserve special
consideration. The proponents of H.R.
13369 contend that failure to enact it
will totally dry up funds for the GI home
loan program. In view of this fact, I shall
cast a somewhat unenthusiastic “aye” in
favor of the committee bill. Nevertheless,
I think we should be cognizant of the
fact that we may very well, by contin-
ually jacking up interest rates, be pricing
our veterans in the low- and modest-
income groups out of the housing mar-
ket. A year ago, we took the 6-percent
lid off the GI home loan program. The
results are anything but reassuring.
Starts on VA housing have declined from
an adjusted annual rate of 65,000 in De-
cember 1968 to 46,000 in July 1969. It
is obvious I believe that higher rates on
VA mortgages are not the best answer
to solving the current housing problems
faced by our returning veterans.

I also believe the Patman amendment
would have been helpful because it
would have given some measure of pro-
tection to the housing industry against
current restrictive monetary policy. I
personally have grave reservations about
the equity and efficacy of that policy in
general. But I am particularly concerned
over its effects on housing. Private non-
farm housing starts declined from an an-
nual rate of 1.8 million units in January
to about 1.3 million units in August. Ap-
plications for proposed home construc-
tion indicate a further drop in the fu-
ture; 1957 saw a similar precipitous de-
cline in housing. The 1957 housing
debacle was a major factor in causing
the 1957-58 economic recession. A sick
housing industry because housing uses so
many materials, so many appliances, and
so much labor, can and does back up and
affect the entire economy.

The amendment of the gentleman from
Texas would have helped in some meas-
ure to prevent, I hope, a repetition of
the unhappy events of 1957-58.

It is supported by the building indus-
try, by the realtors, lenders, veterans’
organizations, labor, and public interest
groups. It is my understanding that no
witness appeared before the Veterans’
Affairs Committee in opposition to the
legislation. It has been endorsed by the
Veterans’ Administration and this is
what the Department of Housing and
Urban Development had to say in regard
to the matter:

As far as housing investment is concerned,
the effects of this a.pproa.ch would be bene-
ficial. It would improve the competitive posi-
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tion of housing in the aggregate and the VA
segment of the market in particular. Of
course a direct increase of this magnitude in
the capital investment in housing would
contribute significantly to the achievement
of the ten-year National Housing Goal set
forth in the Housing and Urban Development
Act of 1968, Moreover, most of the housing
receiving VA assistance is low and moderate
income housing.

I strongly urge its adoption.

Mr. TEAGUE of Texas. Mr. Chairman,
I move to strike out the last word.

Mr. Chairman, I would like the Mem-
bers of the House to know that this is
not a dead issue, As the gentleman from
Texas (Mr. Parman) said, we have been
considering this in our committee for a
number of years. This is the first time
we have had hearings on a bill.

In our subcommittee it was voted to
hold the consideration of the bill in
abeyance until we had had further meet-
ings with the administration.

We know, for example, that Mr. Rom-
ney took the following position:

As far as housing investment is concerned,
the effects of this approach would be bene-
ficial. It would improve the competitive po-
sition of housing in the aggregate and the
VA segment of the market in particular. Of
course a direct increase of this magnitude in
the capital investment in housing would con-
tribute significantly to the achievement of
the ten-year National Housing Goal set forth
in the Housing and Urban Development Act
of 1968. Moreover, most of the housing re-
ceiving VA assistance is low and moderate
income housing.

Then he said that he would defer to
the Treasury Department.

We know what the Veterans' Admin-
istration’s concern was for this bill. We
have had one meeting with people from
the administration and we have been
promised a reconsideration of the admin-
istration’'s position in the White House.
Our committee will take up this bill
again.

AMENDMENT TO THE COMMITTEE AMENDMENT
OFFERED BY MR. BARRETT

Mr. BARRETT. Mr. Chairman, I offer
an amendment to the committee amend-
ment.

The Clerk read as follows:

Amendment offered by Mr. BARRETT to the
committee amendment: On page 2, line 5,
strike out “October 1, 1971" and insert in lieu
thereof the following: “January 1, 1970".

The CHAIRMAN. The gentleman from
Pennsylvania is recognized.

Mr. BARRETT. Mr. Chairman, my
amendment is very simple. It would limit
the extension of the interest rate waiver
to 3 months in place of the 2 years
provided in the pending bill. This would
keep it in harmony with the Senate joint
resolution just approved by both bodies
of the Congress last week. That resolu-
tion extended for 3 months the inter-
est rate ceiling waiver for both FHA and
VA on the grounds that further study is
needed. In particular, the report of the
Commission on Mortgage Interest Rates
has only recently been printed and there
has not been time to study it or to hold
hearings on it. Moreover, a provision in
the housing bill just approved by the
Committee on Banking and Currency by
a vote of 35 to 0 provided for the same
90-day extension on the grounds that
more study is needed.
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Mr. Chairman, we all know the damage
which high interest rates are doing to
our economy and to homebuilding and
the home buying public in particular. The
Congress cannot forever simply go along
with these rates and repeatedly waive its
own ceilings on interest rates. There is
an urgent need for careful study of other
courses of positive action and my amend-
ment would assure prompt attention to
this matter.

Mr. TEAGUE of Texas. Mr. Chairman,
I rise in opposition to the amendment.
For over a year we have had a commis-
sion composed of 10 Members of Con-
gress trying to work out something on
the question of interest rates and the
availability of money. That commission
has just submitted its report. All our
committee was trying to do was to put a
date into the bill which would not dis-
rupt the program in the next year. The
Congress may not have acted until Jan-
uary, and it was our feeling in our com-
mittee that to add another 2 years could
do no harm in any way, and it would
not make us come back facing the same
thing we are facing today, in just 90
days from now.

I see nothing in the amendment which
would in any way help. I do see it caus-
ing us further trouble.

Mr. Chairman, I hope the amendment
is defeated.

Mr. SAYLOR. Mr. Chairman, I rise in
opposition to the amendment.

Mr. SAYLOR. Mr. Chairman, we have
just heard an amendment offered by my
distinguished colleague, the gentleman
from Pennsylvania (Mr. BARRETT) which
has the purpose of making a considera-
tion of this bill an operation in frustra-
tion. What the amendment does is ex-
tend for 90 days the present law.

After a full hearing before the House
Committee on Veterans' Affairs and in
cooperation with the last administra-
tion and with this administration, it
was determined a minimum extension of
2 years was necessary.

I did not know what was happening in
the Banking and Currency Committee
until we had a report just a few minutes
ago about what they have done, but if
this House wants to do something for
veterans, it will support the House Com-
mittee on Veterans' Affairs and support
it because the House Committee on Vet-
erans’ Affairs was unanimous in report-
ing out this bill, and asking for a 2-year
extension.

Mr. Chairman, I hope the amend-
ment is defeated.

Mr. PATMAN. Mr. Chairman, I move
to strike the last word.

Mr. Chairman, may I say that two
laws expire relating to interest rates, one
on September 21 of this year, in just this
month, and the other one on October 1,
the law we are talking about. A resolu-
tion has been passed for the first bill—
passed by the Senate and sent over here
and we accepted it.

On the last one, the one on the VA
rates and FHA rates—that was passed
by the Senate last Tuesday asking for a
90-day extension so the House and the
Senate Banking and Currency Commit-
tees could make a report before the law
expires. The resolution came here on
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Wednesday morning, and it was unani-
mously adopted.

So, now, talking about errors and op-
eration of errors, it occurs to me it would
certainly not be understood that Con-
gress was acting very sensibly or cer-
tainly very wisely if within days it passed
a bill here to absolutely contradict what
has already been done.

Ninety days will give us time in the
committees that have jurisdiction to have
hearings and report out new bills to be
passed by the Congress.

It occurs to me this amendment cer-
tainly should be in order to conform to
what Congress has done just this week,
on Tuesday and Wednesday of this week.
The amendment which was offered by the
gentleman from Pennsylvania (Mr. Bar-
reTT) should be adopted.

If we do anything else, it is certainly
disorganization at its worst. It is no com-
pliment to Congress to agree to some-
thing on Wednesday unanimously and
then here, just a few days later, on Mon-
day, do just exactly the opposite.

I certainly hope that the amendment
offered by the gentleman from Pennsyl-
vania (Mr. BarrerT) will be adopted.

Mrs. SULLIVAN. I rise in support of
the amendment. There is no reason why
the ceiling on VA loans should be sus-
pended for 2 years and the ceiling on
FHA loans suspended for only 3 months
when, as the gentleman from Texas has
said, they have been considered together.

Mr. Chairman, on September 23 the
Senate passed Senate Joint Resolution
152 extending for 3 months the period
during which Congress can decide what
to do about the serious question of FHA-
VA mortgage rate ceilings. The House
passed the bill the next day. It is now
awaiting the President’s signature. It is
a certainty he will sign it. Otherwise, to-
morrow, the statutory ceiling of 6 per-
cent would go back on FHA-VA mort-
gage loans. Obviously, in today's mort-
gage market, no lender—except an ex-
tremely philanthropic one—is going to
lend mortgage money at 6 percent.

But what should the ceiling be? Should
it continue to be 7!2 percent, as now
set by administrative determination?
Should it be higher? Lower? We must
make a decision on this matter shortly—
it is a question which must be resolved,
unless we are willing to let the veteran,
and the moderate income family, con-
tinue to be the major victims of mort-
gage interest rate inflation.

The bill before us extends for 2 years
the period in which we can avoid grap-
pling with this problem insofar as the
veterans are concerned—2 years in which
the administration would have to make
the tough decisions on this, and Con-
gress would have no part in the deter-
mination. This would be an abdication of
our responsibility. And it would certainly
mean a continuation of very high inter-
est rates, because the administration be-
lieves that is the only way to curb infla-
tion. Every Member of this House knows
what high interest rates have done to
the housing market, and particularly to
FHA and VA housing. Are we willing to
see the solution to this problem put off
for 2 years in the case of veterans’
housing? I am not willing to do so.
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The Committee on Banking and Cur-
rency is committed, through Senate Joint
Resolution 152, to hold prompt hearings
and made a determination on what the
FHA interest rate ceiling should be—or
if there should be none at all. We are re-
quired to recommend action on this with-
in the 3-month deadline called for in
Senate Joint Resolution 152. The FHA
and VA rates have been tied together.
They belong in tandem. They should not
be separated.

I submit, Mr. Chairman, that if this
amendment is adopted, Congress will
come forward with a solution before next
January 1. We must do so.

As I said, there is no reason why the
ceiling on VA loans should be suspended
for 2 years and the ceiling on FHA loans
suspended only 3 months. Let us not
abdicate our responsibility on this vital
issue. With a 3-month deadline facing us,
we will be more likely to act in the vet-
erans' behalf than if we just shrug off
the responsibility and left it up to the
Administrator of the Veterans’ Admin-
istration for the next 2 years to make
decisions Congress should be required to
make, and must make before January 1,
1970, in the case of FHA loans.

I urge adoption of this amendment.

Mr. AYRES. Mr. Chairman, I rise in
opposition to the amendment and move
to strike the last word.

Mr. Chairman, we all know how after
the discussion in the committee this bill
extends the authority of the Administra-
tor for 2 years. We also know that under
the present operation, which the Admin-
istrator is acting under, we have gotten
considerable help.

This has not been as plentiful as we
hoped to have. Not only are we consider-
ing new starts, but also we are consider-
ing existing housing and loans closed.

For January through March of this
year, and for April through June, there
were respectively 53,000 plus applica-
tions made in the first quarter and
65,000 plus in the second quarter. The
loans closed were 53,000 plus and 50,000
plus in the first two quarters.

If we are going to have any stability
to the program we are going to have to
give the Administrator authority longer
than just a short period, because housing
is not planned overnight.

I support the chairman of the Com-
mittee on Veterans® Affairs, the gentle-
man from Texas (Mr. TEAGUE), whole-
heartedly when he says we are trying to
cooperate with this 2-year extension.

Mr. TEAGUE of Texas. Mr. Chairman,
I move to strike the requisite number of
words.

The CHAIRMAN. Without objection,
the gentleman from Texas is recognized
for 5 minutes.

There was no objection,

Mr, TEAGUE of Texas. As chairman
of the Committee on Veterans' Affairs, I
know that my committee realizes it is
very important for the FHA and the VA
to work together. I can assure the House
it is rather difficult to know what the
Banking and Currency Committee is
going to do.

As I understand it, I say to the gentle-
man from Pennsylvania (Mr, BARRETT)
his subcommittee would not act on the
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interest rates, and deferred to the full
committee. We waited as late as we
could. The bill was on suspension, and
the chairman asked me to take it off, and
I took it off.

I hope the amendment will be de-
feated.

Mr. BARRETT. Mr. Chairman, will the
gentleman yield?

Mr. TEAGUE of Texas. I am glad to
yield to the gentleman from Pennsyl-
vania.

Mr. BARRETT. I want to answer the
statement by the gentleman from Ohio,
when he talked about applications. We
are talking about starts. There are 600,-
000 fewer starts today than there were at
the beginning of the year.

I want to say I am certain of the opin-
ion that both the gentleman from Texas
and the gentleman from Ohio want to do
everything they can for the veterans, but
we must also understand that when we
raise interest rates we are not building
homes for veterans, nor are we building
them for the low- and moderate-income
people. This builds them only for the
high-income people.

The reason, as the gentleman said, we
did not pass on the interest rates in the
subcommittee, is we wanted everybody in
the full Committee on Banking and Cur-
rency to have an opportunity to explore
this subject.

If the Members want to help the vet-
erans, this is the time to help them. All
the veterans are screaming about high
interest rates throughout the country. I
was at a meeting last Saturday night,
where it was said, ““You Members of Con-
gress had better do something, because
you are reaching an explosion point.”

This is what we are trying to do, to get
the trend of interest rates down, not up.

Interest rates copy each other. We
want to get the rates down.

Mr. TEAGUE of Texas. Mr. Chairman,
I do not know what figures they use on
housing, but the Veterans’ Administra-
tion tells me in fiscal year 1969 there
were 219,334 loans with a dollar value of
$4 billion, and they project there will be
256,000 with a dollar value of $4.5 bil-
lion in the year 1970. Those are the fig-
ures I have.

Mr. PATMAN. Mr. Chairman, I move
to strike the requisite number of words.

The CHAIRMAN. Without objection,
the gentleman from Texas is recognized
for 5 minutes.

There was no objection.

Mr. PATMAN. Mr. Chairman, there is
one thing about this bill that was brought
up in the Rules Committee which I think
should be considered. Heretofore the
FHA rates and the VA rates were tied to-
gether. '

Now, this is an effort—and it will sue-
ceed if this bill becomes law—to have
the VA divorce itself from the knowl-
edge, the judgment, and the wise deci-
sions of those who make the FHA rates
and let the VA rate go off by itself with
one person to fix the rate.

Now, I do not think that is very sound
judgment. Heretofore the housing agen-
cies of the administration, whichever ad-
ministration was in power, would deter-
mine what the FHA rate would be, and
then the VA rate could follow to the same
level.
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Mr. TEAGUE of Texas. Mr. Chairman,
will the gentleman yield?

Mr. PATMAN. Yes. I yield to the gen-
tleman.

Mr. TEAGUE of Texas. Why did not
the gentleman offer an amendment to
include the FHA in this bill, then?

Mr. PATMAN. I did not want the FHA
in this bill, and I do not think anybody
wnnt,edﬂleVAt.ogooﬂbyitself.The
FHA subject would not be germane to
this, either. I had an amendment that I
thought was germane which amended
exactly the same section that the bill did,
but it was held to be not germane. I am
not questioning the Chairman’s decision.
However, I do not know who wants to di-
voree the VA from the FHA rate. Do you
pot think the President would feel a lot
better if his housing agencies and admin-
istrators and the people who have spe-
cial knowledge of these things were fix-
ing the rates? Which is the best agency
to fix it? Do you want to have the VA go
off on their own and fix rates through the
Administrator of Veterans' Affairs.

Mr. Chairman, for this reason I believe
this bill is a dangerous bill.

Mr. BURKE of Massachusetts. Mr.
Chairman, will the gentleman yield?

Mr. PATMAN. I yield to the gentleman.

Mr. BURKE of Massachusetts. I would
like to ask the gentleman if it is not true
that this bill provides that the Adminis-
trator will have carte blanche rights to
raise interest rates on veterans as high as
915, or 10 percent if they so see fit.

Mr. PATMAN. That is right. Of course,
there are other fringe benefits that the
lender gets such as points and things
like that. This will provide an interest
rate against conscience—against con-
science.

Mr. BURKE of Massachusetts. This bill
is unconscionable.

Mr. PATMAN. It is.

Mr. BURKE of Massachusetts. Just
think we would deliver a message to the
veterans of this country that we will
place in the hands of an Administrator
the right to raise interest rates higher
than they are now. Place the VA loans,
which are guaranteed by the Govern-
ment, into the hands of those, who are
inflicting high interest rates on the pub-
lic. T do not think it is a just thing for
us to do and, if anything, I believe the
committee should come out at least with
a ceiling restriction on the Administrator
on how far he can go.

Mr. PATMAN. May I reply to that? Ido
not think it will compliment the Congress
very much or the House, either, for the
veterans to know that you were very
careful to look after the welfare of even
the rioters in college and give them not
only a guaranteed T-percent education
loan but to increase the bonus to the
bankers by 3 percent because they were
making the loan to the students.

Here is a case where we desperately
need housing. Do you not think you
should at least let the Government pay
this difference between 6 percent and
what the veteran has to pay for housing?
If you have done that for the students
who riot and get loans from the Govern-
ment to go to college, do you not think we
should do it for these veterans? It occurs
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to me that we are inconsistent and com-
pletely wrong in one respect or the other
here. I suggest that this amendment
should be agreed to.

Otherwise, we are very much incon-
sistent.

The CHAIRMAN. The time of the gen-
tleman from Texas has expired.

Mr. SAYLOR. Mr. Chairman, I move
to strike the requisite number of words.

Mr. Chairman, I take this time for the
purpose of calling to the attention of my
colleagues the fact that according to the
CoNGRESSIONAL REcORD of March 26, 1968,
on rollcall No. 70, the original bill passed
the House by a vote of 366 to 12.

All this pending bill proposes to do is
to extend that right for a period of 2
years.

Mr. BURKE of Massachusetts. Mr.
Chairman, will the gentleman yield?

Mr. SAYLOR. I shall be happy to yield
to the gentleman from Massachusetts
(Mr. Burxe) a colleague of mine for
many years, who has an illustrious
record in the Congress. While I may dis-
agree with him in this issue—I know
that it is not personal, but a difference in
our approach to a very complex problem.
Both of us are desirous of making it
possible for all veterans to get loans to
acquire homes at rates that are reason-
able.

Mr. BURKE of Massachusetts. I wish
to point out to the gentleman from
Pennsylvania that his statement is true.
He is very knowledgeable on this sub-
ject—his deep interest in the plight of the
veteran is well known fo all of us. I re-
spect him and I know of the perplexing
problem we all face.

Mr. TEAGUE of Texas. Mr. Chairman,
will the gentleman yield?

Mr. SAYLOR, Of course I yield to the
chairman of the Committee on Veterans’
Affairs.

Mr. TEAGUE of Texas. Mr. Chairman,
I continue to be amazed at what Mem-
bers will get up on this floor and say. The
gentleman from Texas (Mr. PATMAN)
would lead you to believe that this is
something new and different. Until 2
years ago the FHA and the VA were sep-
arate. However, the Committee on Bank-
ing and Currency comes over and wants
jurisdiction over something which came
within the jurisdiction of the Committee
on Veterans’' Affairs. If they had acted
and had done anything, we would not
have reported this bill. We had been
waiting on the Committee on Banking
and Currency to do something. However,
this is in the jurisdiction of the Commit-
tee on Veterans’ Affairs and it was re-
ported out unanimously and every vet-
erans’ group testified in support of it.

Mr. BARRETT, Mr. Chairman, will the
gentleman yield?

Mr. SAYLOR. I am glad to yield to the
gentleman from Pennsylvania.

Mr. BARRETT. The gentleman is al-
ways most gracious and I knew he would
not turn me down. However, I wish to
remind the gentleman from Texas, the
chairman of the Committee on Veterans’
Affairs, that neither the Commitiee on
Banking and Currency nor the Housing
Subcommittee has never done anything
to transgress or violate the rules which
exist between the two committees. I think
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the gentleman would tell you that on one
of the occasions in 1967 when we were
talking about the veterans' housing bill
to be inserted in the housing bill by the
Subcommittee on Housing, I called the
gentleman from Texas on the phone and
I told the gentleman what we antici-
pated doing and asked the gentleman if
this would be an infringement upon the
jurisdiction of his committee. The gen-
tleman from Texas (Mr. TEAGUE) gra-
ciously responded by saying:
No, sir; you go right ahead.

Mr. Chairman, we never infringe upon
the jurisdiction of any other committee
of the House.

The CHATRMAN. The question is on
the amendment to the committee amend-
ment offered by the gentleman from
Pennsylvania (Mr, BARRETT).

The question was taken; and on a divi-
sion (demanded by Mr. BARRETT) there
were—ayes 16, noes 58.

So the amendment to the committee
amendment was rejected.

Mr, PATMAN. Mr. Chairman, I move
to strike the last word.

Mr, Chairman, I would like to compli-
ment the gentleman from Texas (Mr.
TeacUE) for what he has done in trying
to help the veterans get the money to
build their homes, and especially in try-
ing to get the use of their own money,
the money that they themselves paid into
their insurance reserve fund. It seems to
be very reasonable, logical, and right
that this privilege be provided to them.
But since by a point of order, by a tech-
nicality, the veterans are being deprived
of this opportunity and privilege, it oc-
curs to me that the Committee on Vet-
erans’ Affairs, as I think the chairman
of the committee indicated a while ago,
will carry on the fight, and that the fight
is not over.

Mr. Chairman, I hope that I am cor-
rect in assuming that the chairman of
that committee is going back to the com-
mittee, and is going to fight vigorously
for the bill that will make this possible.
The chairman of the committee has all
kinds of supporting evidence from the
administration in power that this is a
good bill, but it would be a little bit in-
convenient for them at the present
time—but what is more inconvenient to
a group of people like the veterans of
world wars who have offered to give their
lives for the cause of their country, be-
ing deprived of decent housing, and de-
cent shelter for themselves and their
families,

Mr. Chairman, I cannot think of any-
thing that is a worse thing to do to a
group like that than to deny them the
opportunity to build homes at reason-
able rates of interest with their own
money that they have paid into a reserve
fund, and that reserve fund is going fo
be protected by the interest they pay on
they own loans.

So, Mr. Chairman, I hope I am corrcet
in assuming that the gentleman from
Texas (Mr. TeacuEe) is going to continue
to fight like he has always fought, for
the principles he believes in.

Mr, TEAGUE of Texas. Mr. Chairman,
if the gentleman will yield, I would say
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that I think I stated in a very profound
way that this issue is not a dead issue,
and that we will keep it in view.

Mrs, SULLIVAN. Mr, Chairman, I
move to strike the requisite number of
words.

Mr. Chairman, I, too, want to commend
and compliment the chairman of the
Committee on Veterans' Affairs for the
sincere and genuine concern he has al-
ways demonstrated for the veterans. I
know that he will work for adoption of
the program of direct loans Mr. PATMAN
tried to attach to this bill. I know that
Mr. TeacuE has been for it, and that it
was in effect, his bill which Mr. PATMAN
had sought to attach to this measure
today.

There is just one additional thing I
want to bring before the House today,
and that is about the matter of points.

Mr. Chairman, we are in a situation
now where the mortgage companies want
as high a return on 100 percent Govern-
ment-guaranteed mortgages over 30
years as the banks are getting on a
short-term temporary basis in lending
money to big corporations.

The savings institutions are fully pro-
tected against loss on VA loans, Further-
more, they are restricted on how much
they can pay out to their own depositors.
But they do not want to be restricted on
how much they can charge for housing
loans to veterans. Without the Patman
amendment, this bill gives the savings
and loans and mortgage bankers the
right fo continue charging whatever the
traffic will bear in order to make a loan
to a veteran—a fully guaranteed loan—
to buy a house.

The veteran is not allowed to pay more
than 1 percent for getting the loan—one
“point.” But the seller of the house can
be charged an unlimited number of
points—the current rate is somewhere
around 7 or 8 points—$80 on each $1,000
of the loan, or $1,600 on a $20,000 loan.
The veteran is not supposed to be
charged any of this, but the real estate
industry tells us that these points are
surreptitiously slipped into the cost of
the house—and the veteran does pay in
higher prices. This is a scandal. The Fed-
eral Reserve Board has smoked out this
scandal in connection with regulation Z
under the Truth in Lending Act. I did
not think it would legally be happening;
I cannot get any flat assurance that it is
not happening.

What I am referring to is a very
complex, highly technical issue raised by
regulation Z of the Federal Reserve
Board in implementation of the Truth
in Lending Act. As interpreted by the
Federal Reserve, the law requires that
buyers of homes under FHA and VA in-
surance be informed of the points
charged to the lenders, and that these
points—which the buyers legally are not
supposed to have passed on to them—
must be counted into the annual per-
centage rate of the finance charge.

The question is whether the Board is
right in its judgment that—in some way
or other—these points are in fact passed
on to the borrower, in violation of laws
and regulations covering FHA-Insured or
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VA-guaranteed loans. I went into this
in depth with the Federal Reserve and
other agencies affected or involved, as
the following material from the recent
hearings of the Subcommittee on Hous-
ing will document:

[Excerpts from hearings of Subcommittee on
Housing, House Committee on Banking
and Currency, housing and urban develop-
ment legislation, 1967]

STATEMENT BY CONGRESSWOMAN LEoNOR K,
SULLIVAN ON TREATMENT OF SELLERS’ POINTS
oN FHA oR VA MoRTGAGES UNDER THE
FEDERAL TRUTH IN LENDING ACT

Because of the uncertainties and confusion
over the treatment under the Federal Truth
in Lending Act (Title I of the Consumer
Credit Protection Act of 1968, Public Law
90-321) of discount “points" charged to the
seller on an FHA-insured or VA-guaranteed
mortgage, as indicated by the testimony in
our hearing record, I requested reports on
this matter from the Board of Governors of
the Federal Reserve System, the Federal
Housing Administration, the Veterans Ad-
ministration, the Federal Home Loan Bank
Board, and the Federal Trade Commission.

Section 106 of the law itself covers the
matter in these words:

“§ 106. Determination of finance charge

‘“(a) Except as otherwise provided in this
section, the amount of the finance charge in
connection with any consumer credit trans-
action shall be determined as the sum of all
charges, payable directly or indirectly by the
person to whom the credit is extended, and
imposed directly or indirectly by the creditor
as an incident to the extension of credit, in-
cluding any of the following types of charges
which are applicable:

“{1) Interest, time price differential, and
any amount payable under a point, discount,
or other system of additional charges.

**(2) Service or carrying charge.

“(8) Loan fee, finder's fee, or similar
charge.

“(4) Fee for an investigation or credit
report.

“(5) Premium or other charge for any
guarantee or insurance protecting the credi-
tor against the obligor's default or other
credit loss.”

This language represents a rewriting Iin
Conference, without intent to change the
meaning, of the provisions of Section 202(d)
of the Truth in Lending bill, as originally
passed by both the House and Senate, which
defined “finance charge”, in part, as:

“Section 202(d) ‘finance charge’ means
the sum of all the mandatory ! oharges im-
posed directly or indirectly by a creditor, and
payable directly or indirectly by an obligor,
as an incident to the ertension of credit, in-
cluding loan fees, service and carrying
charges, discounts, interest, time price dif-
ferentials, investigators’ fees, costs of any
guarantee or insurance protecting the credi-
tor against the obligor's default or other
credit loss, and any amount payable under
a point, discount, or other system of addi-
tional charges. * * * "

House Report 1040, 90th Congress, on the
legislation which eventually became the Con-
sumer Credit Protection Act of 1968, ex-
plained the above provision, in a sectlon-by-
section summary of the bill, in this fashion:

“Section 202(d)—Definition of ‘finance
charge.'—Defines a finance charge as all
mandatory charges imposed by a creditor

1 The word “mandatory” was not included
in 8. 5 as It originally passed the Senate;
otherwise this language was identical in both
the House and Senate verzlons of the bill,
before it was sent to Congress,
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and payable by an obligor as an incident to
the extension of credit.;”

As the principal author of the Consumer
Credit Protection bill, it was my understand-
ing that we were providing for inclusion in
the finance charge of only those charges ac-
tually passed on to the buyer. However, in
Regulation Z, implementing the Truth in
Lending Act, the Federal Reserve covered
this matter in the following manner:

SECTION 226.4—DETERMINATION OF FINANCE
CHARGE

(a) General rule. Except as otherwlse pro-
vided in this section, the amount of the
finance charge in connection with any trans-
action shall be determined as the sum of all
charges, payable directly or indirectly by the
customer, and imposed directly or indirectly
by the creditor as an incident to or as a con-
dition of the extension of credit, whether
paid or payable by the customer, the seller,
or any other person on behalf of the cus-
tomer to the creditor or to a third party
including any of the following types of
charges:

(1) Interest, time price differential, and
any amount payable under a discount or
other system of additional charges.

(3) Loan fee, points, finder’s fee, or simi-
lar charge.

As a result of the uncertainties expressed
in this hearing, I therefore addressed the fol-
lowing letter to Viece Chairman J. L. Robert-
son of the Federal Reserve, who has been in
charge of the Fed's work on Regulation Z:

HousE oOF REPRESENTATIVES, SuB-
COMMITTEE ON CONSUMER AF-
FAIRS OF THE COMMITTEE ON
BANKING AND CURRENCY,
Washington, D.C., August 1, 1969.
Hon. J. L. ROBERTSON,
Viee Chairman, Board of Governors of the
Federal Reserve System,
Washington, D.C.

Dear Mr. RoBERTSON: In my work on the
Commission on Mortgage Interest Rates and
also in hearings of the Subcommittee on
Housing of the House Committee on Banking
and Currency, the question has come up
repeatedly about the necessity for disclosure
to the buyer of a home under FHA or VA
mortgage Insurance the points charged to the
seller In such a transaction. It has been my
understanding that since the person ob-
taining the FHA or VA insured mortgage may
not legally be charged any points, other than
the one percent fee otherwise provided for,
there is therefore no way that the seller can
legally pass the points on an insured mort-
gage onto the buyer. Thus the seller’s points
on such a mortgage would not have to be
disclosed to the buyer as part of the buyer’s
finance charge on which the annual per-
centage rate is computed.

However, Mr. Oliver H. Jones, executive vice
president of the Mortgage Bankers Assocla-
tion of America, a member with me of the
Commission on Mortgage Interest Rates, has
insisted that Regulation Z requires disclosure
to the buyer of the seller’s points, even on an
FHA mortgage. And in testimony on July 21,
before the Houslng Subcommittee, he sald
his organization had devised forms for their
members' guidance which called for ealcu-
lation and disclosure of the seller's discounts.
I asked: “Is it really a requirement or is it
just that the mortgage bankers are doing
this on their own?"

His answer was: “The lawyer at the Fed-
eral Reserve would not give us any satisfac-
tion that we would be safe not doing it."

I-was about to insert in the hearing record
the relevant portions of Section 226.4(a) of
Regulation Z, and emphasize that the seller’s
points would be a factor only if “payable
directly or indirectly by the customer", and
adding the fact that legally such points
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could not be passed on to the buyer under
an FHA or VA-insured mortgage transaction.

However, before doing that, I had the staff
of my Subcommittee check with your ex-
perts and we discovered that the Federal
Reserve has, in fact, been suggesting to call-
ers, or advising, that seller’s points probably
should be included in the finance charge and
be computed into the annual rate, on the
theory that they are indeed passed on to the
buyer in the purchase price. But I believe
there has been no formal interpretation is-
sued on this; apparently it has been only
an informal suggestion to those who have
inquired.

It seems to me that a very important pol-
icy consideration 1s Involved here as it ap-
plies to FHA or VA-insured mortgages on
which points cannot legally be passed on to
the buyer of the home. Let me say at this
point that I believe the buyer should be ad-
vised of what points the seller has had to
pay in order to get an FHA or VA-insured
mortgage, and I am making such a sugges-
tion in the report of the Commission on
Mortgage Interest Rates, but, as I said, I do
not believe either the Housing law or the
Truth-in-Lending Act cover that point. I
believe also that the lender's yield when
points are required should be revealed, but,
again, I do not believe the present Housing
laws or Truth-in-Lending cover that point
either. I am much more concerned at the
moment, however, in making sure that the
legal requirements of Regulation Z are clear
on this point, and have been fully consid-
ered. If the policy has been determined, then
I think it should be clearly stated in a writ-
ten interpretation, or in a supplement to the
regulation. In any event, I would appreciate
having it spelled out in a letter which I
could have on this point.

I am forwarding a copy of this inquiry to
the Commissioner of FHA and to the Veter-
ans Administrator, as well as to the Chairman
of the Federal Trade Commission and the
Chalrman of the Home Loan Bank Board.
I hope, before a formal declaration is made
on this matter, those agencies will be con-
sulted, particularly from the standpoint of
how a seller’s points on an FHA or VA-in-
sured loan could legally be passed on to the
buyer. If this is done through hiding the
points in the selling price, how do FHA and
VA and the lenders judge this or justify it
in making appraisals on which the mort-
gages are based?

I was always under the Impression that an
appraisal—particularly one by the FHA or
VA—was supposed to reflect the value of the
house, that is, the cash value. Instead, ac-
cording to very surprising testimony received
in my Ad Hoc Subcommittee on Home Fi-
nancing Practices and Proeedures (set up to
investigate speculative real estate transac-
tions in the inner city area of Washington,
and elsewhere) appraisals are often based
not on the cash value of the home but on the
financing available, If this is acceptable to
FHA and the VA, and it is my understanding
that it is not, then seller's points could be
incorporated into the sale price of the home
under an FHA or VA-insured mortgage. I
think that would be deplorable. That is why
I have presented this matter to you at such
length. To the extent that Regulation Z ac-
knowledges the legitimacy of such a practice,
even though FHA and VA do not, I strongly
feel it should be cleared up as soon as possible.

I am going to ask that the record of the
Housing Subcommittee hearings be held open
until I can obtain a report from you on this
issue.

Sincerely yours,
Leonor E. SULLIVAN,
Chairman.

Coples of thls letter were sent to the four
other agencles named. Following is the cov-
ering letter which was sent to the FHA Com-
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missioner, with an identical letter going also

to VA Administrator Donald E. Jornson:
HousE OF REPRESENTATIVES, SusB-

COMMITTEE ON CONSUMER AF-

FAIRS OF THE COMMITTEE ON

BANKING AND CURRENCY,
Washington, D.C., August 4, 1969.

Hon, WiLLiam B. Ross,

Acting Assistant Secretary for Mortgage
Credit-FHA Commissioner, Department
of Housing and Urban Development,
Washington, D.C.

DeArR MR, Ross: I am enclosing a copy of a
letter I have sent to Vice Chairman J. L.
Robertson of the Federal Reserve Board deal-
ing with the disclosure of sellers’ “points”
to the buyers on FHA-insured or VA-guaran-
teed mortgage loans. The question arises pri-
marily in cennection with the application of
Regulation Z Implementing the Truth-in-
Lending Act.

This issue has come up time and time again
in the Commission to study Mortgage In-
terest Rates and also in the hearings of the
Housing Subcommittee. We also discussed
it In connection with the hearings of my Ad
Hoc Subcommittee on Home Financing
Practices and Procedures.

I have received completely different in-
terpretations from different Government
agencies on this issue, and must admit that
I am confused. That is why I have asked Mr.
Robertson to resolve the problem so that
everyone in the mortgage lending industry
as well as the home buyers will be aware
of the requirements. Because of the impor-
tance of any Federal Reserve Board decision
on this point, I have urged Mr. Robertson to
make sure that your agency is consulted,

In addition, I hope you can advise me in
writing just what your agency has been ad-
vising lenders to do on this point up to the
present time. And I would appreciate it if
you would set out for me clearly whether you
permit your appraisers to include in the
value of the house, the value on which the
mortgage is based, the points being charged
in the mortgage market for this kind of loan.
As I stated to Mr. Robertson, it is my under-
standing that you instruct appralsers to eval-
uate the house on the basis of its cash market
price rather than on the type of financing
available.

Sincerely yours,
Leonor K. SuLLIVAN,
Chairman.

The following somewhat different covering
letter was sent to the Chalrman of the Fed-
eral Home Loan Bank Board, with an identi-
cal letter going to FTC Chairman Paul Rand
Dixon:

HoUSE OF REPRESENTATIVES, SUB-
COMMITTEE ON CONSUMER Ar-
FAIRS OF THE COMMITTEE ON
BANKING AND CURRENCY,

Washington, D.C., August 4, 1969.

Hon. PrRESTON MARTIN,

Chairman, Federal Home Loan Bank Board,
Washington, D.C.

DeEAR Me. MARTIN: I am enclosing a copy
of a letter I have sent to Vice Chairman J.
L. Robertson of the Federal Reserve Board
dealing with the disclosure under the Truth-
in-Lending Act of “points” paid by the seller.
I am particularly Interested in clearing up
the question of the application of Regula-
tion 2 to the points pald by sellers in those
transactions, such as FHA-Insured or VA-
guaranteed mortgages, in which the buyer is
not permitied to pay the points. Thus, I have
sent coples of this letter to the FHA Com-
missioner and to the VA Administrator deal-
ing speclifically with that point.

But I imagine that in many transactions
other than FHA-VA transactions this ques-
tlon would arlse, including transactions
which may be under the jurisdiction of your
agency. Hence I have asked Mr, Robertson to
consult with your agency as well as the oth-
ers listed in my letter.

As I noted in that letter, I belleve the
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buyer should have knowledge of the points
paid by the seller because this is important
information for him to have in a transaction
of such magnitude, But I do not think this
is covered in the law or in the regulation
except to the extent that the parties as-
sume or suspect that in some way or other
those points pald by the seller have been
passed on to the buyer. Where this involves
co-operation of appraisers, I think it is a
misuse of the appraising procedure. In any
event I would like your views on this issue
from the standpoint of the most effective en-
forcement of the Truth-in-Lending Act.
Sincerely yours,
Leonor K. SuLLivAN, Chairman.

Replies have been received as follows:

VETERANS' ADMINISTRATION,
Washington, D.C., August 11, 1969.

Hon. Leovor K. SULLIVAN,

Chairman, Subcommittee on Consumer Af-
fairs of the Committee on Banking and
Currency, House of Representatives,
Washington, D.C.

DEAR MaApAM CHAIRMAN: Your letter Au-
gust 4, 1969, to Mr. Johnson, concerning the
disclosure of sellers’ “points” to the buyers
on FHA-insured or VA-guaranteed mortgage
loans is receiving attention, and you may ex-
pect a timely response from the Administra-
tor.

Sincerely yours,
JoHN J. CORCORAN,
General Counsel.
FEDERAL TRADE COMMISSION,
Washington, D.C., August 12, 1969.

Hon. LEoNor K. SULLIVAN,

House of Representatives,

Washington, D.C.

DeAr Mgs. Surrivan: I have your letter of
August 4, 1969, and the enclosed copy of your
letter to Vice Chairman J. L. Robertson of
the Federal Reserve Board, regarding the
Truth-In-Lending Act.

I shall furnish you with a report on this
matter as promptly as possible.

With best wishes, I am

Sincerely yours,
PauvL RanND DIxon,
Chairman.
BoArRD OF GOVERNORS OF THE
FEDERAL RESERVE SYSTEM,
Washington, D.C., August 13, 1969.

Hon. Leonor K. SULLIVAN,

House of Re