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told, however, that in the laboratory one
female alewife produces 10,000 eggs and
that 8,000 of them hatch.

The accumulation of dead fish along
beaches creates a health hazard. The
dead fish are a serious water pollutant
and a threat to water-based recreation.
Chicago park officials recently said that
the number of dead alewives that they
have removed from the beaches and
buried would cover two football fields,
500 feet deep.

Several approaches to the problem
have been attempted. One has been the
introduction into the Great Lakes of
predator species such as the Coho and
Chinook salmon. Indications are that the
plantings of Coho salmon last year were
highly successful. We must expand
plantings of predator species and at
the same time continue to look for new
species of fish which cannot only serve
as predators but also as resources for
the sport and commercial fisherman.

Another way to help control the ale
wife population is to expand commercial
fishing and processing of them. In 1966,
it was estimated that commercial fisher
men and natural predators removed
about 28.9 million pounds of alewives
from Lake Michigan. At the same time,
the Bureau of Commercial Fisheries said
that there were between 3 and 5 billion
pounds of alewives in Lake Michigan and
that at least 200 million pounds could
be profitably harvested each year.

The goal of our efforts is to establish
a sound new ecology in the Great Lakes.
The balance of nature that we are striv
ing for will include alewives and a num
ber of other species which will offer op
portunities to both the sport fisherman
and the commercial fisherman.

The bill has attracted widespread, bi
partisan support. This problem is some
thing that concerns all of the Great
Lakes Senators and we intend to do
something about it.

We are not going to solve this alewife
problem overnight. It can only be re
solved by a sustained effort over a period
of years, but it is critical that we start
now. This year's dieoff appears to be
slowing down now but we must begin our
new control programs as soon as possible
or we will have an even worse mess next
year.

Mr. President, I ask unanimous con
sent that the bill be printed in the
RECORD at this point in my remarks.

The PRESIDING OFFICER. The bill
will be received and appropriately re
ferred; and, without objection, the bill
will be printed in the RECORD.

The bill (S. 2123) to provide for the
control of the alewife and other fish and
aquatic animals in the waters of the
Great Lakes which affect adversely the
ecological balance of the Great Lakes,
introduced by Mr. NELSON (for himself
and other Senators), was received, read
twice by its title, referred to the Com
mittee on Commerce, and ordered to be
printed in the RECORD, as follows:

S.2123
A bill to provide for the control of the ale

wife and other fish and aquatic animals in
the waters of the Great Lakes which affect
adversely the ecological balance of the
Great Lakes
Be it enacte(f, by the Senate an(f, HCI1L8e at

Bepresentatfv68 01 the. United State, 01 Amer-

ica in Congress assembled, That, because of
the fact that the ecological balance of the
Great Lakes has been disrupted, the Secre
tary of the Interior is authorized, for purposes
of conserving and protecting the fish re
sources, combating water pollution, and pro
moting and safeguarding water-based recrea
tion for present and future generations, in
the waters of the Great Lakes, to cooperate
with, and provide assistance to, the States
in controJJ1ng the alewife (known biologically
as "alosa pseudoharvengus"), and other fish
or aquatic animals which affect adversely the
ecological balance of the Great Lakes.

SEC. 2. In carrying out the purposes of this
Act, the Secretary of the Interior, in coopera
tion with the States, is authorized (1) to
conduct, directly or by contract, such studies,
research, and investigations, as he deems de
sirable, to determine the abundance and dis
tribution of the alewife and other fish or
aquatic animals which affect adversely the
ecological balance of the Great Lakes and
their effects on other fish or aquatiC animals,
polJution, and water-based recreation within
the Great Lakes; (2) to conduct, directly or
by contract, studies of control measures of
the alewife and other such fish and animals;
(3) to establJsh and carry out, based on
studies made pursuant to this Act, programs
relating to controJJ1ng the aleWife and other
such fish and animals, stocking, and the de
velopment of industrial or other commercial
uses of the alewife and other such fish and

. animals; and (4) to take such other actions
as he deems desirable in carrying out the
purposes of this Act. The costs of any study,
research, investigation, program, or other ac
tion conducted or carried out in accordance
with the provisions of this Act shall be borne
equally by the Federal government and by
the States, acting jointly or severally.

SEC. 3. The Congress hereby consents to any
compact or agreement between any two or
more States entered into for the purpose of
carrying out a program of research, stUdy,
Investigation, or other action relating to the
control of the alewife and other fish and
aquatic animals which affect adversely the
ecological balance of the Great Lakes. The
right to alter, amend, or repeal this section
or the consent granted herein Is expressly
reserved.

SEC. 4. Nothing in this Act shall be con
strued to alter, amend, repeal, modify, or di
minish the present general authority of the
secretary of the Interior to conduct stUdies,
research, and Investigations related to the
mission of the Department of the Interior.

SEC. 5. There is authorized to be appropri
ated not to exceed $5.000,000 for the Federal
share of the costs involved In connection with
any study, research, Investigation, program,
or action conducted or carried out in accord
ance with this Act.

INTRODUCTION OF THE HOME PUR
CHASE ASSISTANCE ACT AND THE
HOUSING EXPERT AND LOAN
PROGRAM

NEW DIRECTIONS IN HOUSING

Mr. MONDALE. Mr. President, mil
lions of modest-income people in this
country can no longer afford or obtain
mortgage credit. "Redlined" residential
areas, credit barriers for minority
groups, and the constant threat of tight
money are reducing home-buying oppor
tunities even while our overall economy
is expanding. The challenge of mortgage
credit for lower income families has not
been met by private lenders, and, regret
fully, some have contributed to the prob
lem we now face.

It is fitting at this time to remember
that the Federal Housing Administration
opened up home purchasing opportuni
ties for millions of middle-income fami-

lies. FHA did this by encouraging the
private sector and supplementing its
efforts. Under a bill I am introducing
today, FHA could do the same for mil
lions of low- and moderate-income
families. And under a second bill, the
commendable effort by nonprofit organi
zations in the housing field would be
assisted. FHA has played a key support
ing role for nonprofit sponsors as well
as for profit-minded developers of
housing.

FHA, unfortunately, finds itself in a
crossfire of conflicting criticisms. Both
caution and derring-do are urged upon
the agency at the same time. Noncon
structive criticism and contradictory
mandates are a disservice to both FHA
and the public interest.

Housing legislation has never been re
stricted to a single goal. An expansion of
the total supply of housing, conserva
tion and rehabilitation of the existing
supply, increased economic activity and
greater employment opportunities, re
vitalization of blighted areas, and special
efforts to improve housing opportUnities
for persons of low- and moderate-income
have all been major policy objectives.

There are times when the pursuit of
multiple goals leads to difficulty. The
Federal Housing Administration seems
now to find itself in one of these periods.
If so, we are at a juncture that permits
no hesitation, no faltering, no reluctance
to meet those needs that are so urgent.
Clarification, and a call to appropriate
action are in order.

GENERAL PERSPECTIVE

Since its establishment in 1934, the
FHA has made homeownership possible
for more than 8 million families. It has
provided insurance for $112 billion worth
of loans and mortgages. In particular,
insurance of mortgages with liberal
terms has made possible large-scale con
struction and sales of homes, which, in
turn, has enabled FHA to serve the mod
erate price market. In recent years, the
FHA and similar VA programs have ac
counted for a majority of new homes
costing under $15,000.

In any system as large and complex
as FHA, involving hundreds of thousands
of decisions ranging from estimates of
the likely market to the capability of the
builder, there are bound to be mistakes.
Some can be avoided through foresight;
some become clear only with the bene
fit of 20/20 hindsight. Some can be cor
rected through improved pOlicies and
procedures; some cannot, without de
stroying the very purposes for which
FHA was created.

Recognizing that Congress created
FHA for the express purpose of assuming
a measure of risk which private lending
institutions did not feel it prudent to ac
cept by themselves, the remarkable fact
is not that there have been some failures,
but that there has been so much success.

Total losses to date represent only 0.7
percent of all insw'ance written. And
FHA's insurance reserve is $1.1 billion,
plus an allowance of $429 million for es
timated losses.

The significance of these figures is all
the more impressive in light of the new
directions that Congress authorized FHA
to take in recent years to meet the needs
of central cities and families with mod-
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erate incomes-where the needs are ur
gent and the risks greater.

FHA'S NEW DIRECTIONS

In the pOstwar period, and especially
in the 1960's, FHA has been called upon
to administer a constantly increasing
number of mUltifamily programs which
are designed to serve specific social ob
jectives.

The cooperative housing and condo
minium programs were introduced as a
means of providing homeownership to
an urban market which otherwise would
be restricted to profit-motivated rental
projects. The elderly housing program,
section 231, was added for the purpose of
increasing the availability of special fa
cilities for persons 62 years and older,
and this program has recently been ex
panded to accommodate handicapped
persons. The urban renewal program,
section 220, provides financing for re
habilitating substandard housing in slum
areas and for the construction of new
housing in areas cleared of slums. The
section 221 program offers financing for
the construction or rehabilitation of low
cost sales housing and rental housing
for moderate-income families. The spe
cial below-market interest rate financing
under section 221 <d) (3) enables the de
velopment of rental projects with rentals
that can be afforded by low- and mod
erate-income families.

In establishing these new social pur
pose programs, with novel financial ar
rangements and with innovations in the
types of projects and in the sponsorships,
it is evident that Congress recognized
that the FHA would be required to incur
higher risks.

SECTION 231 PROGRAM '

For example, let us examine the sec
tion 231 programs for housing the
elderly:

In 1956, the Nation was greatly con
cerned with the inadequacy of available
housing for the elderly. The Housing Act
of 1956 permitted the FHA to insure
mortgages covering nonprofit projects
designed for rental to elderly persons.
Congress recognized that elderly hous
ing required special design and con
struction to meet the requirements of
the elderly, such as small living units,
central dining facilities, reading rooms,
specially designed bathrooms and door
ways, nonskid floors, special lighting fix
tures and other amenities. As finally en
acted, the mortgage was based upon 90
percent of the replacement cost.

The legislative history also indicated
that Congress did not expect elderly
housing projects to meet the test of eco
nomic soundness.

In 1959, this program was expanded
to include both profit and nonprofit
mortgagors. The nonprofit mortgagors
were eligible for mortgages based upon
100 percent of replacement cost, whereas
the profit mortgagors were restricted to
90 percent of replacement costs.

Testimony during the hearings on the
1959 amendment highlighted the fact
that many nonprofit sponsors were un
able to achieve the 10-percent equity re
quired and that the 3 years of operation
of the program there had been applica
tions for only 32 projects, with a total of
4,500 units.

It was apparent that the program
needed to be stimulated if it were to
meet the needs of the elderly, and the
100 percent of replacement cost mort
gages for nonprofit mortgagors was the
result.

SECTION 220 PROGRAM

Another example of the new directions
is the 220 program, which was first au
thorized in the 1954 Housing Act. Con
gress recognized that, if projects were to
be built in substantial quantity in urban
renewal areas, FHA would have to depart
from the more cautious approach fol
lowed in section 207 programs.

Because lenders were unwilling to
make loans in areas with an uncertain
future, the older programs had not been
effective in providing financing in urban
projects. Creation of a special 220 pro
gram was expected to permit a less cau
tious evaluation of these projects than
was necessary for projects located in
more favorable environments.

This section 220 was further liberalized
by a 1955 amendment which substituted
"replacement cost" for "value" in deter
mining the amount of FHA insurance
available. In commenting on this pro
posed change, a Senate committee repOrt
stated:

Although there has been general interest
in the program by builders and lenders, it
has not prOduced any housing. Testimony
before the committee shows that one of the
principal obstacles is the use of 'estimated
value' as the basIs for determining the max
imum mortgage amount. Under the 'esti
mated value' concept, the FHA has been un
Willlng to recognize the ultimate value of
a proJect constructed in the midst of a
bllghted area, even though such area is
planned for eventual rehabilitation. This bill
would provide that the maximum mortgage
amount be computed on the basis of the 'es
timated replacement cost.' Under this con
cept, the committee hopes that the program
can begin to serve the purpose for which it
was created.

In 1956, 2 years after its enactment in
1954, there still had not been a single
project insured under section 220. Thus
the House of Representatives conducted
an investigation to "find out why the
volume of rental housing construction
under Government-assisted programs
had virtually dried up and to determine
what steps were necessary for corrective
action." Subsequently the committee rec
ognized that, in order to encourage par
ticipation by builders in urban renewal
areas, it would probably be necessary to
include in mortgage amounts an allow
ance for the "builder's and sponsor's
risk." The committee's report stated:

It certainly should not be overlooked either
that the builder-sponsor eqUity investment
is precarious and that it may be wiped out
should the expected rental income faU to
materialize. It has been estimated that a
fall-off in expected rentai income of as little
as 15 percent could result in the foreelosure
of the mortgage and the loss of the build
er's equity ... The proper profit allowance
is necessarily a controversial subject as be
tween the sponsor who understandabiy is in
terested in the highest allowance possible,
and the FHA With its administrative respon
sibilities.

In 1956, section 220 was, once again,
amended to include in the approved
mortgage amount a 10-percent allowance
for builder's and sponsor's profit and risk

based on all costs incident to construc
tion, including the cost of the land.

Inevitably, each of these steps has ex
posed FHA to a greater risk. In all fair
ness we must acknowledge that Congress,
by legislative enactment, has called upon
FHA to take a more experimental ap
proach in various programs. Talk now of
"economic soundness" and "economic
feasibility" should be balanced by due
consideration to the goals of renewing
cities and removing blight of rehabili
tation sound but deteriorating homes,
of conserving neighborhoods, and of pro
viding decent housing for low- and mod
erate-income people.

SECTION 221 PROGRAM

As to future directions, it is obvious
that this administration expects the FHA
to play an increasingly responsible so
cial role in American cities:

Of prominence is the rent supplement
program which was designed to mobilize
the resources of private enterPrise in
meeting the urgent needs of low-income
families for decent housing. By paying
supplements to the owners, who, with ~

FHA-insured private financing, construct
and operate the projects, this program
will stimulate and rely upon private en
terprise. It will help thousands of our
low-income citizens to lift themselves
from substandard accommodations, and,
in so doing, promote the efforts of local
communities to remove blight and
squalor.

Further, the FHA, has participated in
several rehabilitation demonstration
projects. The most far reaching of these
is the so-called "hole in the roof" re
habilitation project in New York City.
Through systems analysis, new tech
nology. and new products, an old tene
ment was completely rehabilitated with
in a 48-hour period. In this venture, the
FHA played an impOrtant role of by us
ing the 22Hd) (3) insuring program to
suppOrt the mortgage.

There are other examples of the new
social directions presently being under
taken by the FHA. Realistically, how
ever, we should recognize that FHA is
just beginning on this venturesome
course. They need encouragement and
most of all they need congressional di
rection.

On the other hand, I readily admit
that some of the multifamily projects on
which mortgages were insured were ill
conceived and underwriting judgments
were sometimes poor--especially during
the early phases of operation under the
high-risk programs.

FURTHER NEEDS

I am substantially in agreement with
the recommendation that high-cost
housing projects have economic feasi
bility as a primary standard. However, in
other projects we must allow for "ac
ceptable risks" and FHA must be en
couraged to take those risks necessary to
provide adequate housing for the elderly,
persons displaced by Government action,
and other persons of low and moderate
income, In addition we should take risks
and suffer the losses necessary to con
serve neighborhoods composed of low
density residences suitable for families of
modest income. Where actions by resi
dents or by public authorities give rea-
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This bill reduces the cost by $25 to $37
a month to the above levels.

OPERATION HELP

This program does not require the
participation of nonprofit sponsors or
similar intermediaries. But I am by no
means inclined to neglect these groups
and the important contribution they can
make. Several existing programs depend
on the use of nonprofit sponsors. For ex
ample, the 221 (d) (3) program for low
and middle-inccme families, the rent
supplement program, the housing for the
elderly, and the rural housing program
all encourage nonprofit sponsors such as
church groups to be active in the hous
ing field.

But, nonprofit sponsors have not been
adequately used because of gaps in the
legislation. These groups too often do
not have the technical expertise neces
sary to deal with the maze of problems
associated with planning, developing, fi-

The problem-

Bernard Frieden of MIT has ex
plained-
is to secure a larger share of this hOUSing
for people whose choices are now very lim
Ited, prinCipally Negroes and lOW-Income
fam11les.

With modest assistance this can be ac
complished. The appropriation I am call
ing for would enable 100,000 families to
better their housing conditions this year.

Tax deductions for mortgage interests
have aided and encourage middle- and
high-income families in the purchase of
housing. Under this new program funds
to cover up to half the interest charges
would provide low- and moderate-income
families with an equally strong incentive
to purchase.

In the longrun, we will have saved
money through conserving our housing.
Owner-occupied, uncrowded, single
family dwellings have a life far longer
than housing under any other conditions.

I want to emphasize one additional
feature of my proposal-permission for
a special increase in mortgage obligation
of $2,500 for exceptionally large families.
One of our chronic problems has been
adequate housing for low- and moder
ate-income families with many children.
Improved chances to purchase a home
should help solve this problem.

It should be made clear that the pro
gram proposed here does not assume that
every low-income family can or wants to
buy a house. It does assume that many
families who otherwise would have to
remain renters-and all too often at a
high cost--can and will purchase given
some assistance.

The modest aid provided here along
with a fuller use of the existing housing
supply will afford substantial opportuni
ties. My estimate by region of the income
level which would be served and the aver
age monthly housing cost under this bill
are:

Income interval IMonthly hous·
ing cost

sonable promise of stabilizing the resi
dential character of a neighborhood,
mortgage credit on reasonable terms
should be available. Lower income
families should not be left at the mercy
of unscrupulous lenders who charge ex
orbitant rates of interest or of landlords
who exploit and improperly convert
housing for quick profits.. Some steps
have been taken to meet these problems.

The FHA presently administers the
section 221 (h) program-rehabilitation
sales housing for low-income purchasers.
This program provides financing for the
purchase of deteriorating or substandard
single-family dwellings and the re
habilitation and sale of these dwellings
to low-income purchasers on a non
profit basis. Also the FHA is administer
ing the 22l<d) (3) program which pro
vides rental units to moderate-income
persons and those displaced by Govern
ment action. But there is no program to
enable low- and moderate-income
families to tam the existing housing sup
ply as purchasers. Yet many of these
older homes are not expensive. Many
require little or no rehabilitation.

During recent hearings on mortgage
credit several private organizations sug
gested that this "turnover" process was
the best way to make housing available
to low- and moderate-income people.
But existing single-family dwellings are
not in fact readily available to modest
income families. Sharp increases in the
cost of mortgage credit, such as occurred
last year, eliminate millions of families
from the housing market. A rise of only
one percentage point in the interest
rate increases by $500 to $600 the annual
income required to buy even an inexpen
sive home. The substantial jump in in
terest rates of last year may have re
moved as many as 4 million moderate
income families from home-buying
eligibility.

The practice of "redlining" is another
major interference with the turnover
process. Older neighborhoods, especially
as they are settled by minority groups,
may be declared by lending institutions
to be unsuitable for mortgage credit.
Once an area is so marked, it can only
go down. Money is not available to make
repairs and to preserve the single-family
character of residences. All across the
country units are allowed to deteriorate.
Some of them are large, rambling, Vic
torian houses which would be especially
suitable for large families.

Nearly $2 billion have been spent on
urban renewal. Painfully we have
learned that rehabilitation is socially and
economically preferable to clearance.
We must also recognize that conserva
tion and steady maintenance are prefer
able to rehabilitation. And we must go
the one additional step necessary to real
ize that mortgage credit is a key to con
servation. In her much praised book,
''The Death and Life of Great Ameri
can Cities," Jane Jacobs points out that
"droughts of mortgage money" are the
cause of much urban decay.

In some cases mortgage credit is not
available on reasonable terms because
prospective home buyers are minority
group members or persons of low to mod
erate income. In mortgage credit as in
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so many other areas, the story is the fa
miliar one-Uthe poor pay more." The
consequence is overcrowding, rapid turn
over in occupancy, and in paper owner
ship, and a speedy rate of decline and
deterioration. Once this process has set
in, clearance or, at best, expensive re
habilitation is the final result.

There is an alternative-to meet the
problem forthrightly. Preventive meas
ures would be a great deal more humane
and, for the economy-minded, less ex
pensive in the long run.

Finding fault with FHA will not change
circumstances. Mortgage credit is cost
ly; it is unavailable in many older areas
containing inexpensive housing; and it
cannot be obtained by many deserving
families. Efforts have been made to pro
mote greater insurance activity in older
areas but without adequate tools neither
FHA nor any other agency can cope with
the situation.

THE HOME PURCHASE ASSISTANCE ACT

I am introducing today the Home Pur
chase Assistance Act. It is a charge to
FHA to take risks and to pay greater
heed to the housing problems of lower
income families, and it provides the
means for taking these steps. In inter
national affairs we have established
high-risks, low-interest loans. My bill
draws on this same principle to conserve
our existing housing supply and to in
crease home purchasing opportunities
for low- and moderate-income families.
It is a mandate to FHA to take what
ever risks are necessary in order to put
low- and moderate-income families in
decent housing.

As many as 7.5 million families in
America could qualify under this pro
gram. This includes present homeowners
who are in substandard or overcrowded
units, and it includes renters who could
achieve homeownership.

The program is limited to single-fam
ily, previously occupied dwellings which
have a principal obligation of $12,500.
An exception is made for high-cost areas
where the mortgage can be $15,000. These
homes will be insured at the FHA rate
currently 6-percent ceiling-and have a
maturity of up to 35 years. The bill au
thorizes $30 million in contract author
ity the first year, and an additional $20
million the second year, to provide for
an interest rate writedown. That is, the
Federal Government will pay up to half
of the interest for the length of this
mortgage, with the purchaser paying the
other half. This encourages the private
lender to accept the mortgage on these
homes and maintain it.

Also a $10 million reserve fund is es
tablished at the FHA to cover the risk
of losses under this program. This pro
tects the regular reserve fund, and pro
vides for a clear mandate for greater
risk on part of the FHA. Therefore, the
bill makes no effort to bypass existing in
stitutions, public or private, rather both
the private lender and the FHA are en
couraged to use their experience and re
sources to put low- and moderate-income
families in decent housing.

The housing is available. One in five
families move each year, providing a
co.nstant supply of vacant, standard res
idences.

NortheasL • _
North centraL • .
South. .
WesL • •.

$4,700-$7,300
4,200- 7,400
3,600- 6, 000
4,700- 7,400

$103
88
76

103
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nancing, executing, administering, and
managing these projects. For example,
the local church in a small community
might be interested in sponsoring a proj
ect for the elderly, but would not have the
vaguest idea of how to go about acquir
ing land and constructing a 40-unit proj
ect. My second bill, Operation HELP,
would deal with these problems and al
low more potential sponsors to enter the
field of providing housing for those of
modest means.

This would be accomplished by pro
viding grants to the States to establish
a program to encourage nonprofit spon
sors and to provide them with the tech
nical assistance necessary to develop and
obtain financing for a project.

Also a revolving fund would be estab
lished at the Federal level to provide no
interest loans to nonprofit sponsors for
"seed" money to develop proposals for
low- and moderate-income housing, At
the present time many potential sponsors
are discouraged by the cost of developing
proposals. These costs include: architec
tural fees, market surveys, engineering
surveys, insurance fees, and other costs
associated with the preparation of a
multiunit project. If we are to encourage
these sponsors, then we must be con
cerned that they are successful and do
not default. The preliminary work, if
competent, will better insure their suc
cess. Therefore, we must provide the
funds necessary to guarantee that care
ful competent planning is performed.

CONCLUSION

Thus my two bills deal with missing
links in the housing law. The one gives
the FHA a new mandate and encourages
this agency to take the risk necessary to
provide homeownership to many people
otherwise prevented from it. The second
bill facilitates the use of nonprofit spon
sors in providing additional units of safe
and decent housing for those of modest
means. Neither is a drastic attempt to
alter present practices; rather, both use
the framework of existing legislation, the
expertise and the competence of admin
istrative agencies, and the experience and
resources of private organizations.

Mr. President, I request that the fol
lowing be placed in the RECORD at this
point:

First. Summaries of the two bills.
Second. The text of these bills.
The PRESIDING OFFICER. The bills

will be received and appropriately re
ferred; and, without objection, the sum
maries of the two bills and the text of
the bills will be printed in the RECORD.

The summary, relating to Senate bill
2124, is as follows:

SUMMARY OF MORTGAGE SUBSIDY PROGRAM

The purpose of this bill Is to broaden the
federal government's housing program for
families of modest means. At the present
time there are various programs that assist
the low and moderate income. The first Is
section 221. Under this section below the
market interest rate mortgages may be in
sured by the FHA. The (d) (3) section of 221
provides for below the market interest rates
for the construction or rehabilitation of
rental units. The (h) section provides assist
ance to non-profit corporations to purchase
and rehabIlitate housing for resale to fami
lies of low income (defined to Include only
those who are eligible for rent supplements).

For the lowest income families there are,
in addition to section 221 (h), the rent sup
plement and the pubilc hOUSiIl€ programs.
Both prOVide for rental units to families who
would otherwise be forced to live in sub
standard housing. The low and moderate in
come elderly are assisted under section 202
of the National Housing Act which prOVides
for loans to sponsors of rental units for the
elderly. The rural housing program assists
the rural family in finding decent housing.

There is therefore one missing segment in
this legislation if we are to provide alterna
tives to the low and middle income family.
This gap is a program to assist the family of
modest means in purchasing a home. This
bill attempts to complement existing legisla
tion by providing the alternative of home
ownership to those families who can qualify
under the income limits of the 221 (d) (3)
program,

A new mortgage section, 235, would be cre
ated. This section would authorize the Secre
tary to insure mortgages on previously occu
pied, single family dwellings. The principal
obligation could not exceed 12,500, except in
high cost areas where it could be increased
to 15,000 dollars. Special exception Is made
for the large family (5 or more children) as
the Secretary is allowed to increase the maxi
mum limits by 2500 dollars for these families.

The mortgages will bear FHA interest rate
(currently 6% ceiling) and can run as long
as 35 years. The federal governmenj; will use
a home purchase assistance fund to reduce
the amount of interest to 3 % to the pur
chaser. The fund will provide the difference
between this three percent and the actual
interest rate, charged to the purchaser. This
allows for the monthly payment to be low
ered, and place the possiblllty of home own
ership in the rea<lh of additional families of
modest means. $30 million is authorized in
contracts for the first year and this will be
increased another $20 million the second year.

Also a 10 million dollar fund is established
to cover the expenses and the risks Of this
program. This will free FHA from the normal
conservative insurance criteria it uses to
cover the expenses and losses under the
program.

The bill (8. 2124) to amend title II of
the National Housing Act to provide
home purchase assistance, and for other
purposes, introduced by Mr. MONDALE,
was received, read twice by its title, re
ferred to the Committee on Banking
and Currency, and ordered to be printed
in the RECORD, as follows:

S. 2124
Be it enlWted. by the Senate and. House

of Representatives Of the United States of
America in Congress assembled., That title
II of the National Housing Act is amended
by adding at the end tl1ereof the following
new section:

"HOME PURCHASE ASSISTANCE

"SEC. 1. Title II of the National Housing
Act is amended by adding a new section 235
to read as follows:

"'SEC. 235. (a) In addition to mortgages
insured under other provisions of this title,
the Secretary is authorized, upon applica
tion by the mortgagee, to insure mortgages
executed to finance the sale of existing,
preViously occupied, single-family dwellings
to low or moderate income purchasers.
Commitments may be issued by the Secre
tary for the insurance of such mortgages
prior to the date of their execution or dis
bursement thereon, upon such terms 'and
conditions as the Secretary may prescribe.
To be eligible for such insurance, the mort
gage shall-

"'(1) be executed by a mortgagor having
an income within the limits prescribed by
the Secretary for occupants or projects fi
nanced with Ii mortgage insured under sec-

tion 221(d) (3) which bears interest at the
below market rate prescribed in the proviso
of section 221(d) (5);

"'(2) involve a principal obligation (in
cluding such inltial service charges, ap
praisal, inspection and other fees as the Sec
retary shall approve) in an amount not to
exceed the lesser of the Secretary's estimate
of the appraised value Of the property or
$12,500, or in the case of repair and rehablll
tation in an amount not to exceed the lesser
of the sum of the estimated cost of repair
and rehabllitation and the Secretary's esti
mate of the value cZ the property before re
pair and rehabllltation or $12,500: Provided,
That the Secretary may, by regulation, in
crease the foregoing dollar amount limita
tions to $15,000 in any geographical area
where he finds that cost levels so require:
And provided further, That when the Sec
retary finds that a family which includes five
or more minor persons is unable to obtain
housing of adequate size within the fore
gOing dollar amount limitations, the Sec
retary may, by regUlation, increase the fore- '"
going limitations to $15,000 and $17,500,
respectively;

"'(3) be secured by property upon which
there is located a dwelling which meets the
requirements of all State laws, or local or
dinances or regulations, relating to the pub
lic heaith or safety, zoning or otherwise,
applicable thereto, and conforming to stand
ards prescribed by the Secretary for proper
ties insured under this section which stand
ards shall give consideration to the need for
providing adequate housing for famllies of
low and moderate income;

"'(4) bear interest (exclusive of premium
charges for insurance, and service charges, if
any) at such rate, not in excess of 6 per
centum per annum on the amount of the
principal outstanding at any time, as the
Secretary finds necessary to meet the mort
gage market;

"'(5) provide for complete amortization
by periodic payments within such term as
the Secretary may prescribe, but not to ex
ceed 35 years; and

"'(6) be executed by a mortgagor who
shall have paid on account of the property at
least 3 per centum of the Secretary's esti
mate of its acquisition cost which amount
may include amounts to cover settlement
costs and initial payments for taxes, hazard
insurance premiums, mortgage insurance
premiums, and other prepaid expenses: Pro
vided, That the foregoing reqUired payment
on account of the acqUisition cost of the
property may be reduced, by regulation, to
at least $200, if the mortgagor (i) is deter
mined by the Secretary to be a displaced
family within the meaning of "displaced
family" as defined in the last paragraph of
section 221(f) of this title, or (il) is re
quired to move from a low rent public hous
ing project, aided by a contract for annual
contributions under the United States Hous
ing Act of 1937, because of an increase in
family income beyond the approved maxi
mum income limits for continued occu
pancy, or (il1) is living in housing deter
mined by the Secretary to be SUbstandard.

"'(b) NotWithstanding any provision of
this Act, the Secretary, in order to further
the provision of housing for low and mod
erate income families, may insure a mort
gage which meets the requirements of sub
section (a) of this section with no premium
charge, with a reduced premium charge, or
with a premium charge for such period or
periods during the time the insurance is in
effect, as the Secretary may determine.

"'(c) In order to further the objectives of
this section, the Secretary. may enter into
agreements with mortgagees agreeing to
hold mortgages insured under this section to
pay such mortgagees, during such time as
the mortgagor shall continue to oCcupy the
property (or during such time as the prop-
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erty shall be occupied by a purchaser from
the mortgagor who, at the time of purchase,
shall have had an Income within the limits
prescribed In subsection (a) (I) of thls sec
tlon} , annual payments on the basis of the
difference between the amount of monthly
payment for principal and Interest which
the mortgagor Is obligated to pay under a
mortgage bearing interest at the market rate
establlshed by the Secretary pursuant to
subsection (a) (4) of this section and the
monthly payment for principal and interest
which the mortgagor would be obllgated to
pay If the mortgage were to bear Interest at
the rate established pursuant to the proviso
in section 221(d) (5):

"'Provided, That. such mortgagees shall
agree to collect mortgage payments from
mortgagors, during such periods of occu
pancy, in the amount which woUld be pay- 
able by the mortgagor if the mortgage were
to bear interest at the rate establlshed pur
suant to the proviso In section 221(d)(5).
The Secretary may also. In order to encour
age private lenders to make funds avallable
for mortgages Insured under this section,
enter into agreements wIth such mortgagees
to compensate them for additional expenses
Which they may incur by reason of excep
tional cost in originating and servicing such
mortgages.

"'(d) Any mortgagee under a mortgage In
sured under this section shall be entitled to
the benefits of the insurance as provided In
section 204(a) with respect to mortgages in
sured under section 203. The provisions of
subsections (b), (c), (d), (g). (J), and (k)
of section 204 shall apply to mortgages in
sured under this section, except that as ap
plied to those mortgages (1) all references
to the "Fund" or "Mutual Mortgage Insur
ance Fund" shall refer to the "Home Pur
chase Insurance Fund" establlshed by sub
section (e) of this section. and (2) all refer
ences "section 203" shall refer to this sec
tion. The Secretary. in his discretion. and In
accordance with such regulations as he may
prescribe, may acqUire a mortgage loan that
is in defaUlt and the security therefor upon
payment to the mortgagee in cash or in
debentures (as prOVided in the mortgage
insurance contract) of a total amount equal
to the unpaid principal balance of the loan
plus any accrued interest and any advances
approved by the Secretary and made pre
viously by the mortgagee under the provi
sions of the mortgage, and after the acquisi
tion of any such mortgage by the Secretary,
the mortgagee shall have no further rights.
llablllties, or obllgations with respect to the
loan or the security for the loan.

.. 'There is hereby created a "Home Pur
chase Insurance Fund" (hereinafter referred
to as the "Fund") , Which shall be used by the
Secretary as a revolving fund for carrying
out the provisions of this section. For this
purpose the Secretary of the Treasury shall
make avallable to the Secretary such funds
aB the Secretary shall deem necessary, but
not to exceed $10,000,000, which amount is
hereby authorized to be appropriated. out
of any money in the Treasury not otherwise
appropriated. Premium charges, adjusted
premium charges, inspection and other fees,
service charges, and any· other income re
ceived by the Secretary under this section,
together with all earnings on the assets of
the Fund shall be credited to such fund. All
payments made pursuant to claims of mort
gagees with respect to mortgages insured
under this section, cash adjustments, the
principal of and interest on debentures Issued
under this section. expenses incurred In con
nection with or as a consequence of the
acqUlsitlon and disposal of property acqUired
under this section, and all administrative
expenses in connection with the operation of
this section, shall be paid out of thls Fund.
There is further authorized to be appropri
ated, out of any money in the· Treasury not
otherwise appropriated, such funds as may be

requested from time to time by the Secretary,
to prOVide assurance of the adequacy of the
Fund for carrying out the operations of this
section. Moneys In the Fund not needed for
current operations under this section shall be
deposited with the Treasurer of the United
States to the credit of such Fund or invest"d
in bonds or other obllgations of, or in bonds
or other obligations guaranteed by. the
United States. The Secretary may. with the
approval of the Secretary of the Treasury,
purchase in the open market debentures
issued under this sectlon. Such purchases
shall be made at a price which will provide an
Investment yield of not less than the yield
obtained from other investments authorized
by this section. Debentures so purchased
shall be canceled and not reissued.

"'(f} There are authorized to be appro
priated such sums as may be necessary to
carry out the provisions of subsection (c)
of this section, Including but not llmited to.
such sums as may be necessary to make pay
ments under contracts as prescribed in such
subsection. The aggregate amount of the
contracts to make such payments shall not
exceed amounts approved in appropriation
Acts and payments pursuant to such con
tracts shall not exceed $30,000.000 per annum
prior to JUly I, 1968, which maximum dollar
amount shall be increased by $20.000.000 on
July I, 1969:

"SEC. 2. Section 305 of the Federal National
Mortgage Assocla.tion Charter Act is amended
by adding thereto the following new subsec
tion:

.. '(j) Notwithstanding any other provision
of this Act, the Association is authorized to
make commitments to purchase and to pur
chase. service, or sell any mortgages which
are insured under section 235 of the National
Housing Act. The total amount of such pur
chases and commitments shall not exceed
$200.000.000 outstanding at anyone time.
The price to be paid by the Association for
any mortgage purchased under this subsec
tion shall not be less than the unpaid princi
pal amount thereof at the time of purchase,
with adjustments for interest and any com
parable Items: "

The summary, relating to Senate blll
2125, is as follows:
SUMMARY OP' OPERATION HELP. THE HOUSING

EXPERT AND LOAN ACT
The purpose of this legislation is to pro

vide a scheme of assistance to the non-profit
sponsor of housing for those of modest
means. Federal housing legislation provides
special assistance to non-profit sponsors to
encourage their entrance into the housing
Industry. Yet, there are gaps In the federal
program which have discouraged potential
non-profit sponsors from bUilding or re
habllltating housing.

Too often sponsors do not have the tech
nical know-how to organize and execute a
project, nor do they have the financial re
sources to cover the "packaging" costs of pre
construction activities.

HELP attempts to fill these gaps In two
ways: (1) a system of grants to the states to
develop technical assistance programs. and
(2) a revolving fund at the federal level for
advancing money to the non-profit sponsor
for costs necessary to develop and prepare
the appUcatlon for federal assistance.

1. This section authorizes $15 mlllion a
year. over a two year period, for grants to
states to help finance programs of informa
tion and technical assistance to non-profit
sponsors with respect to construction. re
habUltation and maintenance of law and
moderate Income housing. The state would
submit a plan to the Secretary specifying the
extent of the information and assistance
functions it would provide. If the state plan
was apprm'ed by the Secretary, the federal
government would pay 90% of the cost of
the program for the first two years, and 50%
thereafter.

II. This section authorizes a $20 ml1lion
revolving fund at the federal level to assist
the non-profit sponsor in the prellminary
costs of planning a project. No interest loans
would be made by the secretary to include
such items as: prellminary surveys and
analyses of market needs, prellminary site
engineering and architectural fees. site op
tions. FHA and FNMA fees, and construction
loan and fees and discounts.

Definltlons--Non-profit sponsors means
anybody or agency defined in section 221 (d)
(3) of the National Housing Act inclUding
cooperatives, and moderate Income projects
are those that have mortgage insurance un
der section 221. or loans under sections 202
or 515. These include the low and moderate
income programs, direct loan program for the
elderly. and direct loan program for rural
housing.

The bill (S. 2125) to assist nonprofit
sponsors of Iow- and moderate-income
housing, introduced by Mr. MONDALE,
was received, read twice by its title, re
ferred to the Committee on Banking and
Currency. and ordered to be printed in
the RECORD, as follows:

s. 2125
Be it enacted by the Senate and H01lse of

RepresentatiVes Of the United. States of
America in Congress assembled, That this
Act may be cited as the "Housing Expert and
Loan Program, Operation HELP:'

TITLE I
PURPOSE

SEC. 101. It is'the purpose of this Title to
assist States to make avallable information,
advice and technical assistance to non-profit
sponsors with respect to the construction,
rehabllltation and maintenance of housing
for low- and moderate-income familles and
Individuals.

GRANT AUTHORrry

SEC. 102. (a) The Secretary is authorized
to make grants to States to help finance
programs to provide information. advice and
technical assistance with respect to the con
struction. rehabiUtation and maintenance of
low- and moderate-Income housing by non
profit sponsors. Activities assisted by such
grants may include:

(1) the assembly, correlation, pUbllcation
and dissemination of all Information with
respect to the construction, rehabilitation
and maintenance of low- and moderate
income housing, and

(2) providing advice and technical assist
ance with respect to the construction, re
habllltatlon and maintenance of low- and
moderate-Income housing.

(b) A program assisted under this Section
shall:

(1) Specify the information, advice and
technical assistance actiVities to be carried
on,and

(2) Justify the need for and costs of such
activities.

AMOUNT OF THE GlL~NT

SEC. 103. The amount of any grant under
this title shall not exceed 90 per centum of
the costs of developing and carrying out a
State program. as approved by the Secre
tary, during each of the first two years of the
program. and shall not exceed 50 per centum
of such costs thereafter.

COOPERATION

SEC. 104. Federal departments and ager:
cies shall cooperate with States in providing
information to assist in carrying out the
purpose of this tl tie.

APPROPKlATIONS
SEC. 105. (a) There are authorized to be

appropriated for the purpose of carrying out
the provisions of this title not to exceed $15
mlllion for the fiscal year ending June 30,
1968, and not to exceed $15 mll1ion for the
fiscal year ending June 30, 1969.
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(b) Any amount.s appropriated under this

section shall remain available until ex
pended; and any amount.s authorized for any
fiscal year under this section but not appro
priated may be appropriated for any suc
ceeding fiscal year commencing prior to July
I, 1969.

TITLE II
PURPOSE

SEC. 201. It is the purpose of this title to
encourage and facllitate the construction
and rehabilitation of housing to meet the
needs of low- and moderate-income families
and individuals by making loans to non
profit sponsors for expenses incurred, prior
to construction, in developing and in ob
taining financing for low- and moderate
Income housing.

LOAN AUTHORITY

SEC. 202. The Secretary is authorized to
make loans to nonprofit sponsors for the
expenses Incurred, prior to construction, in
developing and in obtaining financing for
low- and moderate-income housing. Loans
under this title may be made for the full
cost and In obtaining financing fo,' such
housing, Including, preliminary surveys and
analyses of market needs, preliminary site
engineering and architectural fees. site op
tions, Federal Housing Administration and
Federal National Mortgage Association fees,
and construction loan fees and discounts.
Loans made to any nonprofit sponsor under
this section shall be made without interest.

HELP FUND

SEC. 203. A1I funds al10cated nnder this
title shall be deposited in a revolving fund
known as the HELP Fund, which sha1l be
used by the Secretary for carrying out the
purposes of this title. Sums received In re
payment of loans made under this title
shall be deposited in such revolving fund.
Moneys in this fund not needed for current
operation may be invested in bonds or other
obligations guaranteed as to principal and
Interest by the United States.

APPROPRIATIONS

SEC. 204. There are authorized to be ap
propriated for the purpose of carrying out
the provisions of this title not to exceed
$20 mlllion.

DEFINITIONS

SEC. 205. As used in this Act--
(1) "State" means any State of the United

States, the Commonwealth of Puerto Rico,
the Virgin Islands, Guam, American Samoa,
or an agency or instrumentality designated
by the chief executive of any of the fore
going, or a statewide agency or instrumen·
tality of it.s political subdivisions designated
by such chief executive.

(2) "Secretary" means the Secretary of
Housing and Urban Development.

(3) "Non-profit sponsor" means any bod,
or agency as defined in Section 221(d) (3)
of the National Housing Act of 1949.

(4) "Low- and moderate-income housing"
means any project eligible for an Insured
mortgage under Section 221 of the National
Housing Act, or for a loan under Section
202 of the Housing Act of 1959 or Section
515 of the Housing Act of 1949.

AMENDMENT OF FOOD AND AGRI
CULTURE ACT OF 1965

Mr. COOPER. Mr. President, I intro
duce, for appropriate reference, an
amendment to the Food and Agriculture
Act of 1965. Under title VI of that act
subtitled "Cropland Adjustment," the
Secretary of Agriculture is autholized to
enter into agreements with individual
farmers to divert part of their acreage
from crop production. This fallow land
placed W1der conservation practices has

the beneficial effect of controlling surplus
pJ'oduction of crops eligible for plice sup
port. Section 602(a) provides, in part,
as follows:

No agreement shaH be entered Into under
this section concerning land with respect to
which the ownership has changed In the
three-year period preceding the first year
of the agreement period unless the new own
ership was acquired by wiJI or succession as
the result of the death of the previous owner,
or unless the new ownership was acquired
prior to January 1, 1965, or under other cir
cumstances which the Secretary determines,
and specifies by regulation, will give ade
quate assurance that such land was not ac
quired for the purpose of placing it In the
program:

I WllS a member of the Senate Com
mittee on Agriculture at the time this
provision was adopted, and recall that
it was proposed following some cliticism
of the program, citing cases in which it
appeared that individuals had bought
farms and immediately placed them into
the conservation reserve, giving the im
pression that the purchase of the farms
was financed through the Government
cropland adjustment payments. It was
the intention of the provision to prevent
such occurrences in the future.

However, the provision as it stands
does not take into account occasions
where farmowners are displaced and
must relocate, when land is taken by
an agency having the right of eminent
domain. In these cases, the Congress has
made provision for the transfer of acre
age allotments, and I know it is the in
tention of the Congress that displaced
owners be permitted to reestablish their
farm operations on a new farm.

I am informed that cases of this kind
have arisen in Kentucky in the course
of acquisition by the TVA of the Be
tween-the-Lakes Recreation Area. And
Congressman STUBBLEFIELD, who is a
member of the House Agriculture Com
mittee, has introduced a similar bill in
the House of Representatives.

It seems to me only proper in cases
where farms or portions thereof are ac
quired by agencies having the right of
eminent domain, that the displaced own
er be permitted to continue to partici
pate in the cropland adjustment pro
gram when he acquires a new farm. My
amendment would accomplish this, and
I hope it is given favorable consideration
by the committee, and adopted.

The PRESIDING OFFICER. The bill
will be received and appropriately re
ferred.

The bill (S. 2126) to amend the Food
and Agriculture Act of 1965, introduced
by Mr. COOPER, was received, read twice
by its title, and referred to the Commit
tee on Agliculture and Forestry.

ASSISTANCE TO CERTAIN PROCES
SORS OF COTTON

Mr. BAKER. Mr. President, I intro
duce, for appropriate reference, a bill to
provide assistance to first processors of
cotton who have suffered substantial
losses because of the economic impact of
cotton programs, and for other purposes.

Mr. President, the cotton ginning in
dustry is facing the prospect of a very
bleak year. Unusually heavy rainfall in

many areas where cotton is grown has
turned normally productive fields into
quagmires.

But there are other and less capricious
reasons for the relatively small crop ex
pected this year. The acreage planted to
cotton is the lowest In this century. The
July 1 cotton acreage report from the
U.S. Department of Agriculture indicates
that 9,724,000 acres were planted in cot
ton this year. This figure is 6 percent less
than the acreage planted in cotton in
1966 and is 37 percent below the average
acreage planted in cotton between 1961
and 1965.

Because of the heavy rains, when the
final estimate of acreage to be harvested
is announced next month it is expected
that the already record low cotton acre
age will be reduced even further.
. The present cotton program Is, of
course, designed to reduce the surplus,
and for this reason many acres are di
verted from production. Apart from the
obvious impact of this diversion program
on cotton growers, the reduced yield has
a profound effect on first processors, or
cotton ginners.

A cotton gin plays a unique role in the
lives of many rural Amelicans. It repre
sents, of course, a substantial capital in
vestment on the part of its ownership,
and, as such, its survival depends on ade
quate ginning receipts. But a cotton gin
is often much more than just a ginning
operation. In a great many small south
ern towns it forms the focal point of all
life. With its fortunes lise or fall the
fortunes and the quality of many lives.
When a gin closes down, the farmers it
serves must transport their cotton
greater distances at greater expense,
often to encOW1ter inflexible and un
familiar credit procedures and opera
tional techniques.

The present situation is creating hard
ships for ginners and farmers alil{e; un
less extraordinary action is taken, this
year's crop could pOrtend serious prob
lems for the entire industry. The very
serious financial plight of some cotton
ginners caused by a series of small crops
has closed many of the normal avenues
of commercial credit.

For these reasons, Mr. President, I
introduce this bill, which would provide
for low-interest emergency loans to cot
ton ginners who are W1able to obtain suf
ficient credit elsewhere at reasonable
rates and terms. Determination of need
would be left to the discretion of the
Secretary of Agriculture.

A virtually identical bill has been in
troduced in the House of Representa
tives b;, ROBERT A. EVERETT, of Tennes
see, and I am pleased to introduce a
companion measure in the Senate and
join with Congressman EVERETT'S efforts
to secure this much-needed relief.

The PRESIDING OFFICER. The bill
will be received and appropriately re
ferred.

The bill (S. 2127) to provide assistance
to first processors of cotton who have
suffei'ed substantial losses because of the
economic impact of cotton programs of
the Department of AgriCUlture, and for
other purposes, introduced by Mr. BAKER,
was received, read twice by its title, and
referred to the Committee on Agricul
ture and Forestry.


