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summer jobs program and the summer
recreation programs are two instruments.
two tools, that will allow them to do this.

The decision to require producers to fill
orders from the defense industry is probably also a very valid Government action.
Questions do a1ise though, such as:
Why is it the burden of private enterprise to carryon the fight against inflation through controlled prices while the
Government has no such limitation on its
stocks of copper? If the orders which domestic producers must now fill for defense purposes have a No. 1 priority and come ahead of their traditional
customers at a controlled price for varied
defense needs. why cannot these orders
be filled from the defense stockpile which
is being disposed of?
These are questions to which I have no
reasonable answers at tllls point. I do
think they are severe enough that the
entire copper situation must be thoroughly reexamined and all of these Government actions considered in light of
their combined effects.
I do feel that the issues involved and
the questions which appear just on the
surface of this complex situation may be
severe enough to justify a deiay in the
GSA sale of March 18. I plan to consider
very carefully that course of action next
week and if I feel it is justified after
closer examination, I will attempt to
have the sale delayed, or at least have
the opening of the bids delayed.
I have recently publicly called for the
end of wage and price controls. I am
confident that the copper producers who
are adversely affected by this combination of Government programs have no
quarrel with the decision to dispose of
the stockpile or the manner in which the
stockpile is being disposed of. They do
not even object to the inclusion of copper
under the defense priorities system.
What they do object to, and rightfully so,
is the imposition on them of an artificially low price they can charge for their
product. So, we have here another illustration of the disruptive effect of price
controls on another industry of vital importance to this Nation and its economy.
How many more examples of this kind
must be exposed before we flnd the intestinal fortitude required to take decIsive action to terminate controls? I say
let us do it now.

COPPER STOCKPILE DEPLETION
AND PRICE CONTROLS
Mr. DOMENICI. Mr. President, again
I find it my unpleasant duty to call to
the attention of my distinguished colleagues another instance of Government
programs at cross purposes with each
other. In my relatively short service as a
U.S. Senator I Jmve seen sUfficient examples of these cross purpose situations
that I am alarmed that the Federal Government, including the Congress, is not
aware of the cumulative effect of laws
passed and programs implemented witll
all good intentions.
I refer in this particular instance to
the d,omestic price of refined copper.
As members of this body are aware,
the Congress during its last session authorized the disposal of part of the country's stockpile of copper. By Public Law
93-214, enacted on December 28, 1973,
the copper stockpile was ordered reduced
from its level at that time, 258,000 tons
to about 7,000 tons. The General Services
Administration has taken action to carry
out the disposal of this 251,000 tons of
refined copper.
The General Services Administration
has already sold 45,000 tons by competitive bids at prices ranging from approximately 80 cents a pound to $1 per pound.
A recent a11110uncement by GSA indicates that bids on another 120 million
pounds of the stockpile will be opened on
March 18, 1974, in Washington, D.C. It
is expected that the prices the Government will receive from these bids will
average 90 cents per pound or better.
At the same time that the Government is receiving this 90 cents per pound
for refined copper sold from its stockpile,
copper being domestically produced and
sold by private enterprise is frozen at 68
cents per pound by the Cost of Living
Council. This would be bad enough if it
were not for another Government action
which vividly demonstrates the "cross
purpose" aspect of this situation which I
mentioned above.
Recently the Department of Commerce
has announced that copper must be included under the defense priorities sysCONCLUSION OF MORNING
BUSINESS
tem. This means that domestic producers
of copper must sell copper to customers
Mr. MANSFIELD. Mr. President, is
with a defense-rated order, regardless of there further morning business?
historical customer relations, at the
The PRESIDING OFFICER. Is there
frozen price of 68 cents a pound while further morning business? If not, mornthe Government sells its stockpiled cop- ing business is conclUded.
per at about 90 cents a pound.
I have no quarrel at this point with
the objectives of anyone of the three
IVIESSAGE FROM THE HOUSE
major Government thrusts that comprise
this complicated triangle. The Cost of
A message from the House of RepreLiving Council intends to control infla- sentatives by Mr. Berry, one of its readtion and protect the consumer The dis- ing clerks, a11110ullced that the House had
posal of the stockpile was ordered after passed the bill (H.R. 11793) to reorganize
extensive hearings during the last ses- and consolidate certain functions of the
sion of Congress, and although in view of Federal Government in a new Federal
the recent developments regarding for- Energy Administration in order to proeign oil and mineral imports, I tend to mote more efficient management of such
question the wisdom of that decision; functions in which it requests the conI call110t at this· point say it is wrong. currence of the Senate.
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HOUSING AND CO.M::MUNITY DEVELOPMENT ACT OF 1974
The PRESIDING OFFICER. Under the
order entered on ~·esterday. the Senate
will now resume the consideration of the
unfinished business, S. 3066, the title of
which the clerk will read.
The second assistant legislative clerk
read as follows:
Calendar No. 669 (S. 3066), a bill to consolidate. simplify. and improve laws relative
to housing and housing assistance, to provide Federal assistance in support of community development activities, and for other
purposes.

The PRESIDING OFFICER. Under
the previous unanimous-consent agreement, the time for debate on the bill is
limited to 4 hours to be equally divided
and controlled between the majority and
minority leaders or their designees. There
will be 30 minutes on any amendments
except five amendments to be offered by
the Senator from New York (Mr. JAVITS).
There will be 20 minutes on any amendment to an amendment, debatable motion, or appeal, with the agreement in
the usual form.
Mr. MANSFIELD. Mr. President, I
suggest the absence of a quorum and ask
unanimous consent that the time not be
taken out of the bill.
The PRESIDING OFFICER. Without
objection, the time ,vill not be taken out
of the bill.
The clerk will call the roll.
The second assistant legislative clerk
proceded to call the roll.
Mr. MANSFIELD. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.
The PRESIDING OFFICER. Without
objection, it is so ordered.
RECESS UNTIL 11 A.M.
Mr. MANSFIELD. Mr. President, I ask
unanimous consent that the Senate
stand in recess until the hours of 11 a.m.
this morning.
The PRESIDING OFFICER. Without
objection. the Senate will stand in recess until the hour of 11 a.m. this morning.
Accordingly. at 10:45 a.m. the Senate
took a recess until 11 a.m.; whereupon
the Senate reassembled when called to
order by the Presiding Officer (Mr.
HATHAWAY),

HOUSING AND COMMUNITY
DEVELOPMENT ACT OF 1974
The Senate continued "ith the consideration of the bill (S. 3066) to consolidate, simplify, and improve laws relative to housing and housing assistance. to
provide Federal assistance in support of
community development act1\ities, and
for other purposes.
Mr. SPARKMAN. Mr. President, the
Senate has before it a bUl, S. 3066, cited
as the Housing and Community Development Act of 1974, which has been recommended for Senate passage by the Committee on Banking, Housing and Urban
Affairs.
This bill is a major rewrite of aHour
basic housing laws and a maJor.c~n-
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solidation and refonn of our community grams are being consolidated into a the most part, the new provisions would
development programs. We believe it single community development program. broaden or liberalize the provisions of
represents a major step forward in pro- The most important of these are urban existing law to cover deficiencies in exposing new answers to the problems that renewal, model cities, and water and isting law relative to the authority of the
Farmers Home Administration to proconfront our cities and towns. This is sewer.
The new program finally approved by vide assistance for lower income rural
probably the most significant legislative
proposal on this subject since the Fed- the committee is basically the product of families.
Now let me tum to more specific proeral Government became involved in S. 1744, the Community Development Assistance Act of 1973 introduced by me. visions of the bill in programs in which
housing back in the 1930's.
It is significant for a number of rea- Many features of the administration's yoU have special interest.
sons. In size and coverage it exceeds any special revenue sharing Better ComThe bill authorizes two new programs
previous housing bill ever proposed or munities Act, S. 1743, are also incorpo- for lower income families, a new section
passed by the Congress. We look back rated. The committee adopted the block 402 homeowners' assistance program and
with nostalgia to the great landmark grant approach with an application and a new section 502 rental assistance prohousing bills of the past-the Na:tional specific eligibility reqUirements to insure gram. In adopting these programs as reHousing Act of 1934 setting up the FHA, that Federal funds would be used with placements for the existing section 235
the Public Housing Act of 1937, the a priority to eliminate slums and blight, and section 236 programs, the committee
Urban Renewal Act of 1949 and 1954, the to upgrade low and moderate income approved the following reform provirent supplement act of 1965, the model housing, and to make the Nation's cities sions:
cities act of 1966, and the interest sub- more livable, attractive and viable places
Subsidy funds would be reserved for
sidy act of 1968. Everyone of these acts in which to live, rather than leaving these use in communities to meet the housing
has been rewritten and consolidated into objectives to chance as would have hap- objectives contained in applications appened under the administration's reve- proved under the new community develthe 1974 act.
This bill is also significant because at nue sharing bill.
opment program or would be made availThe committee bill outlines specific able for developers only for use on sites
this time the Govenlment's housing and
community development programs are in objectives of the program and contains which generally conform to housing
total disarray. There seems to be utter procedures to insure that the Federal plans for units of general local governconfusion at the Federal level and the funds are used to meet these objectives ment;
local level as to where we are going and to the maximum extent feasible. This is
Prototype mortgage ceilings would be
what can be expected in the future for done through four requirements.
established to insure a more equitable
First.
A
summary
of
a
4-year
plan
for
distribution of subsidy funds to high-cost
Federal assistance in these fields. Last
year, on January 5, the White Hou~e cut meeting the community's development areas;
needs,
including
proposed
programs
to
off all HOD subsidY funds for a penod of
Eligibility for assistance would be lim18 months. You can imagine the great meet housing needs, to prevent and elim- ited in general to families with incomes
inate
slums
and
blight,
and
to
improve
consternation this caused among the Naless than 80 percent of median to insure
tion's mayors and other Government of- community services;
more coverage for lower income families;
Second. A description of proposed acficials who relied upon Federal aid to
Mandatory counseling would be reprovide decent housing and good en- tivities and expenditures;
quired for section 402 families and disThird. Certifications that the applicant cretionary counseling for section 502
vironments for their people.
Despite objections from Congress and has met certain requirements related to families to reduce defaults;
extensive efforts to lift the freeze by Gov- the objectives of the act, citizen particiRehabilitation would be encouraged by
ernors mayors, county officials, and pation, local codes and the prOVision of setting aside 20 percent of section 402
replacement
housing;
and
heads 'of nearly every responsible housfunds and 10 percent of section 502 funds
Fourth. A performance report assess- for this purpose;·
ing and redevelopment organization
carried
out
under
the
proing
activities
throughout the Nation, this 18-month
Consumer protection would be ingram in relation to the community'S de- creased by a warranty requirement and
moratorium is still in effect.
velopment
goals
and
the
bill's
objectives.
There have even been several court
by provision for reimbursement for deThe only exception to the applica- fective workmanship;
decisions to force HUD to release funds;
tion
process
would
be
for
smaller
cities
but HOD has appealed, and nothing yet
Economic integration would be encourhas come from these decisions. HOD re- of under 25,000 population outside ur- aged by requiring that 20 percent of renbanized
areas
which
would
be
applying
mains adamantly opposed to many protal units in each project be provided adgrams in existing law and continues to for Federal assistance for a single activ- ditional assistance payments on behalf
resist further use of the funds for these ity, other than an urban renewal or of low-income families and that each
model cities activity, such as the financ- project has a reasonable range of famprograms.
Mr. President, I believe the only way ing of water and sewer facilities or open ily incomes;
out of the current dilemma is the adop- spaces. The committee believes such an
Special consideration for the elderly
tion of new programs under a new law exception should be used sparingly, on would be attained by requiring that from
which, with congressional approval and an interim basis. Eventually all local- 15 to 25 percent of contracts for rental
approval of the President, would put ities requesting Federal funds for signif- assistance payments be set aside for
the Federal Government back in the icant local development should be re- housing projects for the elderly; and
housing and community development quired to fulfill certain minimum standImproved management would be fosbusiness. Thousands of communities ards relative to providing decent hous- tered by authorizing the Secretary to
ing
and
eliminating
slums
and
blight.
throughout the Nation are waiting for
provide through contracts or otherwise
The committee also adopted a 'fhajor for monitoring and supervising of prithis legislation to become law so they can
get back to the job of cleaning up their rewrite of the section 701 comprehensive vately sponsored projects.
slums, eliminating blighted areas, and planning assistance program, agreeing to
The committee believes that these prorebuilding housing to meet the needs of the terms of the Stevenson bill, S. 854, grams, if administered as designed,
rather than the administration-sup- would meet the objections raised to the
their citizens.
For the most part, S. 3066 is a con- ported planning and management provi- old mterest subsidy programs and, when
solidation bill bringing together housing sions in order to insure a higher priority coupled with community development
programs on the one hand and commu- use of Federal grants for State and local efforts on the part of our cities, will go a
nity development programs on the other. planning. I believe that the bill would long way toward eliminating slums arid
On the housing side, the existing FHA resolve the present impasse on State dis- blight and providing decent housing for
programs would be consolidated into two tribution of 701 funds to communities all our people.
basic programs, a home ownership pro- and regional bodies by.requiring mutual
Mr. President, on January 8, 1973, as
gram and a rental program. The old title consent by the State and local units be- Senators will recall, George Romney,
I home improvement program would be fore authorizing State distribution, and then Secretary of the Department of
consolidated and in the future probably no unit would be denied funds because of Housing and Urban Department, anwill be known as title III of the 1974 act failure to reach agreement.
nounced a suspension of all basic HOD
rather than title I of the 1934 act.
The bill also contains a number of sig- assistance programs. A week later, on
On community development, as many nificant amendments to title V of the January 15, the White House, in rejectof you know, about 10 categorical pro- Eousing Act of 1949 on rural housing. For ing my telegram of December 29 urging
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continuation of programs, charged that
the housing assistance programs were
"inequitable," "wasteful" and "ineffective." Two days later, James T. Lynn
appeared before the committee, following his nomination to be the new Secretary of the Department of Housing and
Urban Development. He assured us that
he was committed to the achievement of
our national housing goal, but said, at
the same time, that he supported the
White House position. When the committee asked for evidence of program
failure, he responded that he would undertake immediately, and with an open
mind, a thorough reevaluation of all
HUD programs.
During the following months, HUD
officials, in speeches throughout the
country, continued to assert that the programs had failed and that the HUD
study would prove it. We were told there
was "mounting evidence" of failure.
It was not until October 6, 1973, almost
9 months after the moratorium began,
that the committee received, in preliminary form, one part of the long-awaited
HUD evaluation. In his forwarding letter, Secretary Lynn explained that the
final editing of part I would be completed
in the near future, and that part II,
the technical and background papers,
would also be submitted.
Although the stUdy and its conclusions
have been given wide publicity, the committee has not yet received the final copy
of part I and, only very recently, received
a preliminary draft of the supporting
technical record, which turns out to be
an essential part of the evaluation.
I report this to the Senate to indicate
some of the difficulty the committee has
had in considering the administration's
views and actions during the past year.
As expected, the Hun study concluded
that our housing programs have failed.
This conclusion was expected. One may
ask why, when there was assurance of
an "open mind." The Washington Post
of December 3, 1973, provides an answer.
The front page story of that day reported
that the subsidized housing programs
were frozen before there were any justifications for doing so. The story quotes
from a memorandum written on March
5, 1973, by the HUD Deputy Assistant
Secretary for Policy Development, that
the official reasons given for the moratorium were "paper thin," "highly subjective," and totall:' unsupported by any
backup data. "Preparation of the administration's position," he went on to say,
"will have to begin from ground zero."
Three days later, on March 8, HUD officially began its evaluation effort.
The HUD study is a very long, very
theoretical and very technical document.
It also was very expensive, costing well
over $2 million, I am informed. In light
of this, I requested the Congressional Research Service to prepare a critique of
the preliminary documents that we have
now received. The Congressional Research Analysis, which will be available
as a committee print as soon as we can
get the Government Printing Office to
print it, reveals that the evaluation-presented chiefly in chapter 4 and the technical record-is fllled with assumptions
and judgments that raise as many problems as answers. It clearly indicates why

no adequate assessment of the HUD work
is possible at this time.
On the basis of a 215-page Congressional Research Service analysis, I must
report that the "mounting evidence" of
program failure, alleged by HUD officials,
turns out to be more theory than fact,
Its conclusions rest, like a house of cards,
on an unsteady foundation. The document which we have received is not an
adequate evaluation of Federal housing
programs. Nor can it be considered an
adequate base for formulating national
housing policy. It does not contain justification for the past year's suspension of
homeownership and rental housing programs to assist "low- and moderateincome families, elderly families, rural
families, or families dependent on lowrent public housing for decent shelter.
Nor does it contain justification for ending grants to localities for urban renewal,
water and sewer or other development
activities. There is, in short, nothing in
the HUD Report to support the donothing policy of the past year.
Let me say, however, that this judgment is not made in criticism of the work
of many able and dedicated persons who
contributed to it. In many respects, Housing in the seventies is a valuable addition
to our housing literature. It does not,
however, live up to the claims made for
it over the past year.
Why not? For one, the information
needed to assess the report is not readily
available. Some of it is stored in computer files; some is in HUD offices across
the country. At least one piece appears
to have been submitted to a university
only weeks ago as a doctoral dissertation. The HUD study says that all of the
calculations presented-and there are a
considerable number of them--can be repeated, and that the same answers will
appeal'. "This," it asserts, "provides all
the information necessary to appraise
the reliability of the results."
But, clearly, what goes into the calculations is also important. The reliability of the mathematics cannot take the
place of the validity of the jUdgments
and the reasoning used.
Because the study "does not defend its
methods" which "would require a detailed explanation of every computation
with a rationale for each assumption, no
one can, at this time, readily evaluate
the evaluation. Three examples will indicate why the evaluation conclusions
cannot be accepted without considerable
additional review.
The first example indicates a possible
bias in the reasoning used. The study
asks the question: Does a section 235
house cost more to build than a conventional house? Regression techniques are
used to arrive at a statistical answerwhich turns out that the section 235
house is actually cheaper, by $1.55 per
square foot. But, the report continues:
The technique produced unexpected results-the equations are misspecified-it is
imposSible to draw statistically valid conclusions.

The unexpected result gives l'ise to an
unexpected jUdgment-that the sample
used is inadequate and that, therefore,
a different answer should be adopted.
The second example shows how critical
judgments are, in evaluating programs,
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and how important it is that we understand exactly how these judgments are
arrived at, The study asks the question
whether a section 236 project costs more
than a conventional multifamily apartment. Two HUD surveys form the basis
for determining the answer. One yielded
the result that conventional units cost
less; the other indicated that section 236
units may cost less. Which one should
we accept? The finding that conventional wlits cost less needs to be considered carefully because, it turns out, that
conventional units which are judged to
be comparable to section 236 units are
also, in a number of cases, older in age,
and because of inflation, lower in cost.
The i;b:lding that section 236 units may
be cheaper also requires careful judgment because, the study reports, they
may not actually provide equivalent
amenities. After due consideration, HUD
makes the finding that the section 236
units cost more by some 20 percent. It
is not, however, fully clear that the judgment is correct.
A third example shows how fragile
the conclusions are. The study asks the
question whether tenants in section 236
housing receive a dollar in benefit for
the dollar it costs. This, everyone would
acknowledge, is a difficult question to answer with mathematical precision. But
the study does. Section 236 housing is
detelmined to be inefficient, because according to the calculations performed,
a tenant receives only an equivalent of
$50 in benefits for every $100 spent out
of the Federal Treasury.
What supports this conclusion? A
series of estimates beginning with an
estimate of the "true market rent" that
a section 236 unit would command without a subsidy, and requiring, among
many other steps taken, the determination of the consumer preferences of public housing residents, and the assumption that these preferences are identical
to those held by residents of section 236
housing. This suggests the complexity
of the analysis that has been undertaken
to provide an evaluation of HUD housing
programs.
Theory should clearly guide man's efforts. But not, however, until it has rigorously been put to the tests of logic
and reality.
Several specific charges have been repeated over and over again by administration officials regarding the existing
housing programs. The Congressional
Research Service review of the HUD
study discusses several of these, which I
would briefly call to your attention.
The first of the oft-repeated charges
is that our present housing programs
adopt the wrong approach. They emphasize housing production.
This is wrong, it is alleged, because
the problem we are trying to deal with
is not a housing problem, but an income
problem. The better approach, it is asserted, is to provide direct cash assistance to poor people, instead of directing
our attention to bUilding housing.
This analysis is simplistic, and its policy is seriously defective. The low-income housing problem of our country is
not simply an income problem. It is, at
this point in our history, a housing problem-a problem alising from an insufIl-
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cient supply of decent housing. Direct
Federal assistance for the production of
housing is required to help solve that
problem because as long as the supply
is insufficient, the cost of decent housing
will remain out of the reach of low-income groups. To say that a system of
direct cash assistance will solve the housing problems of the poor while, at the
same time, shuttUlg off all Federal assistance for the production of housing, is
to ignore the very real facts that there
just is not enough decent housing in this
country now to go around, even if every
family were given enough money to buy
it. Nor is it likely that a program of
cash assistance would, in the absence of
a production program assure an adequate
supply-at the right places and timesfor many years to come.
A system of direct cash assistance may
also prove to be a useful tool in the
housing field. In the Housing bill of 1970,
the committee authorized the housing
allowance experiment which has been
undertaken by HUD. In this year's housing bill, a significant expansion of that
program would be authorized. It is, consequently, the view of the committee
that direct cash assistance should be
examined as one of the means for solVing housing problems. But the committee rejects the view that such a program
should replace production programs at
this time.
It should add that there is already a
significant shift in the administration's
position on the question of housing production. Increasingly, administration
officials, are recognizing that production
programs will be needed to meet housing needs in many areas of the country.
Housing production programs are no
longer in the doghouse. The issue is
becoming what kind of production program. This gives rise to a second charge
that continues to be repeated-the
charge that the present interest subsidy
programs are defective. Much has been
made of this allegation in the light of
repeated stories about excessive defaults
and widespread scandals.
The facts, however, indicate that the
interest subsidY programs are not actuarilly unsound, despite projected rates
that sound high and that reflect fraudulent practices which led to widespread
scandals.
A recent analysis indicates that the
insurance funds for the section 235 program are actuarially sound at a default
termination rate of 18 percent and is
projected to remain so. The most recent
actuarial data shows that default rates
for later loans are lower than for earlier
loans. This positive projection gains
support from the fact that HUn has already made significant improvements
in its underwriting procedures. Additional support would be anticipated from
expansion of counseling activities such as
would be required under the 1974 housing bill. Moreover, a stabilizing of economic conditions in the future in a number of areas in the Nation would also
serve to reduce default levels significantly.
A recent examination of the section
235 defaults showed that more than 10
percent of all program defaults occurred

in just two of the areas, Seattle and
Dallas. Experience under section 236 also
does not indicate that the program is
actuarially unsound, althoug~ the data
are not sufficient to make an adequate
projection. Experience with other FHA
multifamily programs suggests that
even when troubled witIe default experience in early years, such pro~Tams have
in the longer run become actuarially
sound.
The charge of widespread scanuals has
on close examination been less attributable to subsidized housing programs in a
few localities than to unsubsidized programs, that the number of indictments
for criminal activities related to the high
incidence 0: foreclosures in a few areas
involved abuses of section 203 and section 221<d) 12) nonsubsidized home financing, reflecting laxity in program
management, rather than inherent
weaknesses of any of the specific programs.
Another charge frequently raised concerns alleged inequities in the present
housing programs. It is asserted, for example, that HUD housing programs
serve only a smalI percentage of those
eligible. This analysis, however, has several shortcomings. It assumes that all
households of a particular income group
have, by definition, a common housing
problem. There are, however, many low
income households, including many
homeowners, who may not have a housing problem so much as a food or health
problem, or an income or welfare problem. There are, moreover, a very large
number of low-income families who receive their housing assistance through
welfare rather than housing programs,
but are uncounted as housing assistance
recipients. Some groups, such as single
persons of middle age, although of low
income, have not been included as
eligible recipients of housing assistance
by legislative design, because of the limited housing assistance resources available. The Congressional Research Service
analysis suggests, moreover, that a partial analysis of equity-in terms of housing programs alone-is misleading in the
broader conception of equity, and that
instead, the equity of Federal assistance
programs should be considered in relation to benefits received under all major
assistance programs, including medical,
food, education, and other Federal aid
rather than any single program such as
housing since not all families within an
income group have identical needs. The
allegation that only a few are served and
consequently benefit, also suffers from
the neglect of indirect benefits. Housing
programs have worked, for the most part,
by aiding some persons directly, and
helping all indirectly by increasing the
total stock of decent housing available.
Several other equity questions are
raised as arguments against the existing
programs. It is sometimes asserted that
equity requires that those in the lowest
income groups should be served first. The
sections 235 and 236 programs for example, are charged with not serving
those most in need.
But this charge of inequity is misdirected. The Congress did not intend that
these programs should serve the very
poor. The statutory provisions clearly
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provide that income eligibility should be
established at the lowest practicable levels consistent with the ability to make
required payments for housing, taking
into account the subsidy assistance made
available under the law. While the Congress did not intend to automatically exclude the lowest income groups from
homeownership and rental programs, it
did not design the programs principally
to serve such families. Accordingly, persons served by these programs generally
have a higher average income than would
persons served by public housing and rent
supplemental program:::. TIllS congressional intent is ignored in the HUn calculation of the number of persons in
need served by housing programs, since
a $5,000 income was selected as the dividing line between the most needy who
should be served and other income
groups.
A number of additional inequity arguments are raised in the HUD analysis.
The Congressional Research Service report suggests that the underlying assumptions and reasoning of such allegations of inequities, while not totally without merit, are dubious, and require considerable examination before acceptance.
It is, moreover, difficult to come to
grips with the charge of "inequity" when
no realistic alternative is presented.
While it may be desirable to quadruple
the Federal budget for housing, as is
implied by the direct cash assistance program, no budget proposal has been seriously made to carry out such a program.
Another major charge against existing housing programs concerns their
cost. It has been alleged that these programs will cost between $65 and $85
billion over the next 30 to 40 years. It
should, however, be noted that these
estimates cover all housing programs,
inclUding public housing which now
shelters over 1 mimon of our lowest
income families. It is estiInated that pUblic housing costs alone count for almost
two-thirds of the total for all housing
programs. Since most of the SUbsidy payments would be made in future years,
their discounted value at the present
time would total less than $40 billion,
or $1 billion per year. At current budget
levels, this would be about one-third of
1 percent of the current annual Federal bUdget, an amount that is not inconsistent with current priorities. Furthermore, the estimated public housing
costs fail to take account of the offsetting value of a publicly owned stock of
low-income housing after the capital
debt on them has been paid off-which
will come to pass in about 5 years for
the oldest projects.
Mr. President, I ask unanimous consent that the following staff members of
the Housing Subcommittee may have the
privilege of the floor during the course
of the debate on this measure: Howal'd
Beasley, Carl Coan, Thomas A. Brooks,
Jeremiah Buckley, Randall Higgins,
Robert Malakoff, and Dorie Thomas. I
presume that not all of them will be here
at the same time.
The PRESIDING OFFICER. Without
objection, it is so ordered.
Mr. TOWER. Mr. President, I yield
myself such time as I may require.
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Today we are going to consider one of
the most important pieces of legislation
that this Congress has considered since
enactment of the 1968 Housing Act. The
Housing and Community Development
Act of 1974, if enacted, will affect this
Nation's housing efforts for years to
come. Additionally, it provides for a major revision in the existing community
development programs.
Two years ago, this body passed a bill
which was similar in scope and content.
Unfortunately, that bill did not reach the
House floor. It is hoped that the same
fate does not await this proposal. The
Banking, Housing and Urban Affairs
Committee has labored long and hard on
this bill, and there are many provisions
of exceptional merit within its 357 pages.
Most of these provisions are long overdue, and I am pleased that they are included. But, as I have stated, this is a
large bill. I do not remember When, if
ever, we have produced as big a bill as
this. Unfortunately, the larger the bill,
the more of a chance there is for conflict
and contradiction. The larger the bill,
the more of a chance there is for inclusion of obscure, but highly important
provisions. For the most part, I would
agree with the provisions contained in
S. 3066. But, there are certain elements
of this proposal to which I must take
strong exception. I should very briefly
like to touch upon these issues.
One of the provisions is contained in
section 107 of S. 3066. This is the same
provision that was offered to the FHA
extension bill this past summer but was
not adopted. It would provide that an
owner of a house that was insured by
FHA could obtain compensation from
the FHA if it could be shown that a
defect existed at the time of the FHA
inspection, and that defect could have
reasonably been discovered during such
an inspection, but was not. I do think
that if the FHA has been e.t fault, then
something should be done to alleviate
the harm that it caused. But, this provision goes much further. It changes tIle
nature and role of the FHA as we have
known it in the past. From now on, when
FHA inspects an existing property, instead of inspecting it to simply determine its value in its current condition,
for insurance purposes, it will now be
in the business of warranting the condition of the property to the purchaser.
I think that this should be a responsibility of the seller rather than the Federal Government. Additionally, this provision requires that FHA offer such
compensation to owners whose mortgage was insured by them as far back as
1968. I think that this would be an
almost impossible task to perform.
Furthermore, HUD has estimated that
the initial costs of this program could
be as high as $300 million.
Another important provision contained in this bill is the continuation
in a revised form of the old section 235
and section 236 programs, now known as
the section 402 and section 502 programs. It cannot be denied that these
programs have contributed to the production of the many units that are
needed to house low- and moderateincome families in this country. .As
Senators are aware, a year ago Janu-

ary, HUD, placed a moratorium on
these programs because they ':;hought
that there were many inequities in them,
they were inefficient, and many would
be subject to defaults in the near future.
Many have questioned the findings of
the HUD study, and passed it off as the
administration's attempt to scuttle the
existing subsidy programs in favor of
paving the way for its new direct cash
assistance approach to produce housing.
It was thought tJ~at the projected default
rate was greatly over-exaggerated. In order to determine precisely what the cmrent situation was in the HUD region
that I am most concerned about, the
Dallas region, I asked HUD to give me a
status report on the section 236 program.
As of December 31, 1973, the following
information for section 236 units in region VI, which covers 5 States, was obtained. There are 49,350 units either produced or in progress. Of this amount,
1,494 units were foreclosed, 2,692 units
were assigned to the Secretary, and 2,138
units were in default. This means that
8.5 percent of the units were either foreclosed or held by HUD. If yoU add the
units that are in default the figure is increased to 12.8 percent. Now, I cannot
tell :vou if this is the result of inflation,
the nature of the program, FHA processing, or what. All I do know is that, with
some modiflcation, we are providing for
a new program that contains the very
same framework as the program we intend to replace. While the program has
produced several successful projects in
the past, I think that these figures show
that it is not without many substantial
problems.
Now what bothers me the most is that
section 821 of the bill will require that
all funds that are appropriated for each
program contained in S. 3066 must be
made available to be spent during each
year. What this would do would be to
mandate the spending of all funds authorized for section 502. If it could be
shown that the section 502 program
would provide housing for lower income
families, and that HUn would not wind
up owning the projects in a couple of
years, and it could be shown that the
program would operate as it is envisioned
to operate, then I would approach section 821 with a different perspective. But
no one has shown me that section 502
will be without the problems that have
plagued section 236. Some have said that
all that is needed is better quality processing by HUD. But, I do not think that
this is the answer, as quality processing
supposedly has been in existence since
1971 as a result of the many criminal Indictments that occurred due to the FHA
scandals at that time. And while it is
true that this bill would provide operating subsidies for increases in costs of
utilities, maintenance, and taxes after
the initial year of operation, I question
the wisdom of a program that could
make a project eligible for operating subsidies a year after the rent-up occurs.
It disturbs me, Mr. President, that section 821 would require us to spend millions of dollars on a program that could
continue to make the HUD Secretary the
largest property owner in the United
states.
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Additionally, S. 3066 provides for new
and untried programs. Section 821 would
require spending money on such programs even if HUD determines after
severai months or years of operation that
such programs were designed poorly and
do not produce housing units in the manner for which they were originally
created.
Another provision of S. 3066 that
causes me some concenl is chapter III
which deals with community development. In allocating community development funds, no consideration is given to
what a community might need. Rather,
funding is based on what a community
has received in the past. This simply rewards past grantsmanship. I am sme
that most of these "hold harmless" communities would still need fU'lds, but such
a need would still be recognized and met
under an allocation formula as originally
proposed in the Better Communities Act.
As I stated on this floor a few days ago,
the present allocation, for example,
would exclude from an entitlement funding 28 cities and counties in Texas and 51
cities and counties in California. The
only way these communities could now
receive funding is to make a mad scramble during the first year for a portion of
the discretionary funds that might be
available. I submit that if this occurs, we
have not at all progressed in our efforts
to modelnize community development
funding. What we will have, essentially,
is the urban renewal process all over
again. An application will be submitted
and a Federal official will compare it
with others to determine which one receives the funds.
Another issue that has caused me some
concern is the requirement that the 10percent local matching requirement be
in the form of cash. I think that this
could result in excessive paperwork and
redtape. In section 308 (a) (2) we allow
a community to use 10 percent of the
project funds completely as it sees fit. If
we can presume for a moment that this
10 percent is the same 10 percent that
is required to be contributed in cash,
what, in effect, results? The 90-percent
Federal contribution could be looked
upon as really being a IOO-percent grant.
The 10-percent local share could be used
in any manner the locality sees flt. So
why should it be in cash? Why could it
not be in the form in which the cash will
eventually be spent? The result will be
the same, but a lot of paperwork will be
bypassed. AdditionallY, this does not reflect the "different financial capabilities
that exist among our cities. Some are
bonded to their limit. Others are not.
I agree that some guidance should be
given as to the purposes for which these
funds can be used. But, I think that the
bill contains provisions which unduly restrict our local officials as to how they use
this money. They are in the best position
to know what the local priorities are. But
regardless of these needs and priorities,
we are telling them in section 306 that
they cannot use more than 20 percent of
their funds for improving certain types
of community public services. For cities
that have haei an extensive model cities
program, for example, this could irreparably cripple their efforts. Regardless
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of thili fact, I quelition the wilidom of our
looking over the local official's shoulder
in determining how the funds should be
spent. Additionally, section 30S(b) contains more restrictions which I think will
only serve to cause an increase in redtape and processing problems and could
distort a community's effort '.;0 solve some
0:: its pressing problems.
Mr. President, as I stated earlier, the
enormity of S. 3066 makes it very difficult
to see preciselY what some of these provisions might mean. For instance, instead
of having the maximum FHA mortgage
limit set in a statute, the bill proposes
that the limit be set at not more than
100 percent of the prototype cost for a
particular area. There are many difficulties in establishing a prototype cost,
but some preliminary figures I have seen
would result in setting the FHA mortgage
limit at a level which is lower than that
which currently exists in statute. I do not
think that this was the intent of the committee, and I would hope that when HUD
determines prototype costs due consideration will be given to this problem.
Another interesting factor that I have
gleaned from this bill is the income limits
that are used to determine eligibility for
assisted housing programs. While we attempted to achieve uniformity in the
definition of income as it relates to eligibility of a family for participation in assisted housing programs, we unfortunately have achieved everything but that.
The section 502 program would make a
family eligible for assisted housing if
their income did not exceed 80 percent of
the median income for the area. In tile
section 402 program, the Secretary of
HUD can establish a ceiling which could
be higher or lower than the SO percent of
median figure. For regular public housing
programs, income limits for occupancy
are determined by the local housing authority, with the approval of HUD. But,
as projects are required to have "very
low-income" families, another income
limit is needed. As used in the new section S public housing program, eligibility
for assistance could vary depending upon
whether or not the unit to be occupied is
a new unit or an existing one.
As a result of this lack of uniformity
the following situation could result. Let
us take the political boundaries of the
District of Columbia as a market area.
The median income for a family of four
in the District is $9,583. If we take 80
percent of this, a family could not make
more than $7,666 to qualify for the section 502 program. But if we assume that
a new two-bedroom apartment in the
District of Columbia could have a fair
market rental of $250, to qualify for the
section 8(g) public housing program,
a family could make up to $12,000. In
other words, you could make $12,000 and
qualify for public housing, which was
originally designed for very low-income
families, but you could not qualify for
the FHA subsidized section 502 program.
Is this what we really want? If it is, I
submit that if anyone thinks that the
F"dA subsidized programs are in financial difficulty now, the situation will be
greatly aggravated in the near future.
Mr. President, as I have previously
stated, I strongly support some of the

very important revisions and additions
to our existing housing and community
development laws which are contained in
S. 3066. We are in a very sad state in
this country, as little housing is being
provided for lower- and moderate-income families. Additionally, some of the
best talent that has been responsible for
the local administration of the different
community development programs is being lost to other forms of employment.
Our local renewal agencies are being disbanded and the projects for which they
had the responsibility of administering
are at a standstill. While I disagree witl..
some very basic issues in this bill, I think
that the needs of this country demand
that we act quickly on this legislation.
Likewise, it is hoped that our colleagues
in the House will be able to rep<y·t a bill
in the near future which deals with these
same issues. We .could then iron out any
differences that might exist and get a
bill enacted so we could get some of
these programs in operation. This Nation
can ill afford congressional apathy on
such major issues.
Mr. President, I suggest the absence of
a quorum, and ask unanimous consent
that the time consumed be charged
equally to both sides.
The PRESIDING OFFICER (Mr. HUDDLESTON). Without objection, it is so
ordered.
Mr. TOWER. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.
The PRESIDING OFFICER. Without
objection, it is so ordered.
Mr. TOWER. Mr. President, I yield the
Senator from Massachusetts
(Mr.
BROOKE) such time as he may require.
The PRESIDING OFFICER. The Senator from Massachusetts is recognized.
Mr. BROOKE. Mr. President, it has
been nearly 2 years since the Committee on Banking, Housing and Urban Affairs has brought a comprehensive housing and community development bill before the Senate. The omnibus housing
bill which the Senate approved by a vote
of 80 to 1 in March of 1972 died in the
Rules Committee in the other body during the waning days of the 92d Congress.
The bill which the Senate takes up today, if enacted, will be the first major
revision of our housing and community
development laws since 1968. Without
question it is the most extensive piece
of housing legislation ever considered by
the Senate.
This bill was drafted under the shadow
of an unprecedented, unwise, and in my
opinion unlawful, moratorium on construction of federally subsidized housing.
The timing of the moratorium corresponded with a severe contraction of
mortgage credit, thus aggl'avating a severe housing situation. As the committee worked on this bill, it watched housing starts plummet to a 3-year low.
vVhile the Office of Management and
Budget froze housing subsidy funds, the
Department of Housing and Urban Development proceeded to study what were
our housing programs. The results of this
study were presented to the Congress in
September of last year.·-n one were to
summarize the study in a word, it would
be "inconclUsive." A considerable amount

of data was compiled at considerable expense, but HUn's finding that existing
housing subsidy pl'ograxnsare defective,
a result which many regard as preordained, is questioned by independent experts.
On the other hand, HUD's prescription
for the future of our housing assistance
programs was equally inconclusive. The
Department recommended that we move
toward a program of direct cash assistance to low-income families while testing the viability of such a program by.
an expanded "housing allowance" experiment. While the committee has given
HUD the authority to proceed with this
"housing allowance" experiment, it has
not put total reliance on this as yet unproven concept.
The housing programs which the committee is presenting to the Senate for
consideration reflect the committee's
belief that there must be a continuity in
our housing policy, particularly as it relates to housing for low-income families.
The bill contains changes and improvements in existing programs, while it
opens the way to the future through several innovative demonstration programs.
In section 8 of the revised act, the
committee has modified the leased housing program, contained in section 23
of the present version of the U.S. Housing Act of 1937. In so doing, we have
adopted many suggestions made by the
Department of Housing and Urban Development, though we have changed
HUD's proposal where necessary to make
it workable. Our objective here has been
to accommodate the Department's proposal as far as is possible. It is recognized that the success of our housing programs depends to a large degree on the
commitment of those who administer
them. In this same spirit, the committee has also provided $440 million in contract authority for the new leasing program. It is the intention of the committee that HUD use this spending authority along with the authority given for
spending on the traditional public housing and interest subsidy programs.
The bill also contains an authorization
of $500 million per year for operating
subsidies for public housing. These funds
may be used to meet the rising fuel and
maintenance costs which are crippling
many local hOUsing authorities. Also, $30
million in contract authority is provided
for modernization of existing public
housing. Aside from the obviOUS and
compelling hmnanitarian considerations,
from a purely financial viewpoint, it is
sound policy to make modernization
money and operating subsidies available
in order to preserve our huge investment
in the existing stock of public housing,
which has an estimated replacement
value of $20 billion.
Improving the quality of life in public
housing is one of my personal priorities.
It is not a goal which will be easily or
quickly achieved, but one which I believe
is achievable. This year I have undertaken a selies of investigating trips to
meet with public housing officials and
tenants in a number of cities and towns
across the country. Let· me assure my
colleagues that those who manage public
housing and those who live in it have the
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will and the ability to make public housing work. From them we ask a renewed
commitment, and in return we pledge to
supply the tools necessary to do the job.
The committee's recommendations
with I'egard to community development
programs are designed to streamline
what were 10 categorical grant programs
into one comprehensive program. We
have cut the redtape. At the same time
we have sought to prevent the Community Development Assistance Act from
becoming little more than an amendment to the general revenue shaling bill.
The committee recognizes that the
funds supplied under this bill for the
elimination of slums and blight are not
enough to accomplish that objective in
the near future. But if we are to begin
to approach that goal, we must avoid the
expenditw'es of community development
funds to meet every social need, however
pressing. Therefore, at my suggestion, the
committee limited the amount of community development funds which may be
spent on public service programs, such as
health, education, and law enforcement
programs, which should be funded
through departments other than HUD.
We have also refused to permit these
funds to be used to finance costly citywide capital improvements such as libraries and city halls. This money, limited as it is, should be used to rehabilitate older, declining areas and to provide for the resources needed to assemble
land and prepare the sites for new, viable
neighborhoods.
Knowing that "hardware" alone will
not build a viable community, the committee believes that local units of government should coordinate other Federal
programs with their own resources tu develop a community which is physicallJ'
and socially complete.
The watchword of our day is "crisis."
Mimicking, and at the same time suggesting, a headline, the speaker labels his
subject a "crisis" and calls for emergency measures. This practice has been
with us so long that the phrase "housing
crisis" almost evokes a feeling of nostalgia.
Yet the fact remains that our 25-yearold goal of a decent home and suitable
living environment for every American
family is just that for eight million families-a goal, not a reality.
We can be proud that a majority of
AmeTica's families are well housed. We
have moved a long way down the road to
achieving our national goal of a decent
home for every family. Today we renew
our commitment to persevere until all of
our children, aU of our elderly, all of our
low-income families, urban and rural,
have a decent place to live.
The bill which the Senate will consider
is a most effective demonstration of our
resolve to persevere until our goal Is met.
I commend the chairman for his leadership and assiduousness in seeing the bill
through no less than 26 markup sessions.
His dedication to the cause of improved
living conditions for all our citizens has
agaln been the prime moving force 1:1
getting a housing bill written. The ranking minority member, the Senator from
Texas, and committee members also desene credit f.or the spirit of cooperation

which has produced a bill in the face of
difficult circumstances. With the help of
a capable and hard working staff we are
able to bring a good bill to the floor.
Building on what we have achieved,
changing where change is needed, we
have renewed the promise that all Amer1cans will live in decent housing. I urge
my colleagues to give the bill favorable
consideration.
Mr. President, I thank the Senator
from Texas for yielding to me.
Mr. SPARKMAN. Mr. President, I
yield 5 minutes to the Senator fro111 Minne50ta.
The PRESIDING OFFICER. The Senator from Minnesota is I'ecognized for 5
minutes.
Mr. MONDALE. Mr. President, I will
be calling UP an amendment to the pending bill, S. 3066, dealing with income ceilings applied to section 402 and section
502 programs, which are commonly
known as the sections 235 and 236 homeownership program and the rent assistance program now in effect. These
amendments are cosponsored by Senators JAVITS and BROOKE.
First, however, I wish to commend the
distinguisLed chairman of the Committee on Banking, Housing,· and Urban
Affairs and the chairmun of the Subcommittee on Housing (Mr. SPARKMAN)
for what I think is a splendid and realistic housing program as embodied in
S.3066.
The committee, under the chairman's
leadership, has for many J'ears !l,d this
cOlmtry in its under8tanding of the needs
for decent housing and in urging the
country to fulfill its commitment, made
years ago, that all Americans should be
accorded the opportunity of living in
decent housing, in a decent environment.
In recent years, that opportunity has
become increasingly complicated as the
administration has resorted to impounding, and then, on occasion, risking illegality, resisting existing law, and resisting
the exper,diture of appropriated funds
to fulfill this fundamental need for decent housing in this country.
Today we do not have a recession; we
have a housing depression. So it is even
more essential that we pass this housing
bill and that we make certain it is a
sOlmd bill, one whIch will achieve the
objectives which I think the Nation overwhelmingly demands.
One of the key provisions is that found
in sections 402 and 502, dealing with
homeownership assistance and rental
assistance. They are two of the main
programs by which, since 1968, we have
sought to produce the housing needed
in this country for low- and moderateincome families, who cannot obtain such
housing in the conventiona1. market.
My amendment would strike the words
"80 per centum" where they appear on
lines 12 and 16 of page 58 and on lines 1
and 5 of page 76 of the bill. In place, there
would be inserted the term "90 per centum." These two changes woUld be made
to section 402 and 502 of the Revised National Housing Act set out in chapter 1
of the bill. In effect, the changes would
set the maximum income limit, for eligibility under these two housing assistance programs, at 90 percent of the me-
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dian income for a giYen area, instead of
the bill's proposed 80 percent.
The original bill, as introduced by the
distinguished Senator from Alabama
(Mr. SPARKMAN) contained a90-percent
rather than an 80-percent ceiling. But in
committee that ceiling was reduced to 80
percent, and I believe that thereby the
effectiveness of the program has largely
been eliminated, particularly as it affects
housing in the central cities of the
country.
Mr. President, I ask unanimous consent that an explanation of the operation of the 80-percent ceiling and a table
which shows its effect in selected cities be
printed at this point in my remarks.
There being no objection, the explanation and tables were ordered to be plinted
in the RECORD, as follows:
MAXIMUM INCOME LIMITS rOR FHA 402 AND
502 HOUSING PROGRAMS

The attached table illustrates the inadequacy of the proposed maximum income limits for the 402 and 502 housing assistance
programs contained in S. 3066. These are the
programs designed to replace the present
FHA 235 and 236 programs.
Under S. 3066 a family cannot qualify for
occupancy in a single family home or apartment unit with assistance under Section 402
or 502 if its income exceeds 80% of the
median for the housing market area in which
it lives. There is a limited exception to this
celling for the 502 rental program, but no
exception for the 402 homeownership program.
To demonstrate the effect of this 80%
celling, the attached table was prepared of
31 cities throughout the country. The table
shows the relatively limited income range
into which a famlly's income would have to
fall in order to be assisted. In 13 of the 31
cities, a famlly would have to have an Income in excess of the 80r;;, celllng in order to
be able to afford a house without paying
more than 20% of its income toward its
monthiy payment 'under the mortgage. In
four other cities the range is less than $500.
in seven others it is between $500 and $1,000.
In only seven of the cities is there anywhere
approaching a reasonable income range, with
four of them having a spread between $1.000
and $2,000 and three with a spread of sllghtly
over $2,000.
Unless there is a reasonable number of eligible families who can afford, with the avallable subsIdy assistance, to purchase homes
under the 402 program, it is highly unlikely
that private bullders will build homes for
sale under the program. To induce a builder
to risk his capital, he must have some reasonable assurance that there will be a broad
enough market for his product. Such a market shOUld Include an income range of at
least $1,000 to $1,500. This will not be achievable In many areas under the proposed 402
program wIth the income llmits set at 80%
at the median. In fact, as the table demonstrates, in more than % of the cities, there
will be no market at all.
One of the problems with the present 235
program has been that the income cellIng.
especially in higher cost parts of the country,
has been too low to make avallable a broad
enough market to induce builders to produce under the program. Additionally, the
regular 235 limits have left a broad Income
gap between those eligible for assistance and
those who can purchase a modest home without assistance.
The proposed 80% limit would only worsen
the situation in many areas, as indicated
by the fact that in nine of the 31 cities reviewed the new limIt wouid be lower than
the present 235 limit and In Beven more
citIes the new lInlit would be no I11gher than
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of prototype with 20% of Income. In all cases
this Income is in excess of the median. While,
of course, 90% of the median will not take
care of the whole problem, It will expand
those eligible and definitely in need of assistance to a broad enough base to make the
program more workable and therefore more
acceptable to the public at large.
The figures used In the table attached are
based on various HUD data and represent
the best available at this time. There may
of course be variations when a close review
Is made of a given community, as far as costs
and actual Incomes are concerned. However,
It is believed that the surveyed cities represent a cross-section of those cities for which
information Is available and that the patterns evident would be replicated In most
other communities.
It Is recognized that using the maximum
permissible mortgage amount, 120% of prototype, can in some Instances skew the results, because there is no question that in
some communities housing can and should

$300 over present limits. Nor would there be

any provision as under the 235 program for
exception limits. Under 235 at this time,
20% of the contract funds can be used to
assist families whose Incomes are not In
excess of 90% of the Income limits under
the 221 (d) (3) below-market Interest rate
program. This is equivalent to 90% of the
median.
Most of the problems posed by the 80%
of median Income limit contained in S. 3066
would be eliminated if the limit was raised
to 90% of the median. This was the ceiling
agreed upon by the Senate In passing the
Housing and Urban Development Act of 1972.
It would prOVide a more feasible Income
range for most communities, thereby Inducing private bUilders to develop housing under
the 402 program.
It would also serve a definite need for assistance as is so Vividly illustrated by Column H of the attached table. In this column
there Is set out for each city the income a
family needs to afford a mortgage of 120%

be produced at a lower cost than the maximum permissible. However, the cost data
used is approximately ohe-half year old and
therefore, does not represent the high Infiatlon in housing costs that has occurred
since the third quarter of 1973. It is therefore believed that these two factors help to
cancel each other out.
While the data used relates only to the
homeownership program under section 402,
the patterns Indicated should be equally applicable to the rental program under section
502. The problem of two narrow an Income
range has been just as serious under the
236 program as under the 235 program. It
Is just as Important that rental projects
assisted under 502 have a broad enough
market as it Is for homes built under 402.
Cutting off basic ellglblllty under the 502
program at 80% of the median wlll result
in many needy familles being unable to
obtain decent rental housing that they can
afford.

EFFECT IN SELECTED CITIES OF USING INCOME LIMIT OF 80 PERCENT OF MEDIAN INCOME FOR INTEREST ASSISTANCE PROGRAMS UNDER THE 402 AND 502 PROGRAMS IN S. 3066
(A) Median income for 3· or 4-member family; (B) 90 percent of median income; (C) 80 percent of median income; (D) Regular income limits for 235 and 236 programs; (E) FHA prototype cost estimate for moderate-cost home; (f) 120 percent of prototype estimate; (G) Monthly carrying cost of mortgage at 120 percent of prototype (col. F)' (H) Annual income needed to pay monthly carrying cost in col. G; (I) Maximum monthly carryi~g cost that can be borne by family with income at 80 p~rcent ~fmedian limit proposed in S. 3066'{col. C); (J) Monthly carrying cost of mortgage at
120 percent of prototype (col. F) WIth full subSidy under sec. 402 of S. 3066; (K) Income range of fam,lies elig,ble to rece,ve ass,stance under 402 program of S. 30661
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7,560
8,370
7,150
10,100
8,820
9,540
10,350
9,540
7,830
8,100
10,530
10,260
6,480
7,380
9,720
7,740
9,090
7,830
9,540
9,540
10,620
9,630
10,260
9,270
7,470
9,360
9,270
6,840
10,980
8,190

8,560
6,720
7,440
6,880
8,966
7,840
8,480
9,200
8,480
6,960
7,200
9,360
9,120
5,760
6,560
8,640
6,880
8,080
6,960
8,480
8,480
9,440
8,560
9,120
8,240
6,640
8,320
8,240
6,080
9,760
7,280

0
9,180
6,750
7,425
6,750
8,100
9,180
7,020
8,775
8, iOO
7,965
6,885
7,290
7,425
7,830
6,885
8,235
6,750
7,560
6,480
6,415
7,290
7,830
7,830
8,100
8,370
7,020
7,695
7,695
6,480
7,830
7,155

EXPLANATORY NOTES
(A) Derived from ~UD Handbook 4~00.3 Income .Limits .for S.ec. 221(d)(3) Below·Market Interest Rate Housing (In most communttoes these I,m,ts are Ident.cal to the med,an).
(B) Same as present exception limits for 235 and 236 programs.
(C) Limit established for 402 and 502 programs in S. 3066.
(D) Derived from HUD Handbook 4500.2.
.
.
(E) FHA cost data as of Mar. 14 1972 increased by 8.6 percent to reflect average Increase In
construction cost per square footlor FHA 203(b) new I·family houses from 1st quarter 1972 (15.36)
10 3d quarter 1973 ($16.68).
(F) Maximum mortgage amount under sec. 402 and 502 of S. 3066.
(G) Based on 3D-year mortgage at 8}:1 percent (present FHA interest rale)-includes principal

Mr. MONDALE. Mr. President, if I may
set forth a few examples of what the
80-percent ceiling means. If it were to
remain in its present form in the bill, in
13 of the 31 major cities measured by the
above table a family would have to have
an income in excess of the aO-percent
ceiling in order to be able to afford a
house without paying more than 20 percent of its income toward its monthly
payment under the mortgage.
In other words, in 13 of the 31 cities,
there would be no section 402 or section
502 housing at all. It would be economically impossible under the provisions of
the bill.
In four other cities of those who would
be eligible for housing would have in-

G

F
22,046
18,190
22,806
17,524
22,806
23,490
18,245
20,439
23,240
16,496
20,091
23,935
22,806
19,190
19,928
22,806
17,367
10,100
20,790
22,806
20,307
22,263
18,159
21,856
22,806
17,593
22,806
20,618
17,596
25,575
22,915

26,455
22,548
27,367
21,028
27,367
28,188
21,894
24,527
27,888
19,795
24,109
28,722
27,367
23,028
23,914
27,367
20,840
22,806
24,948
27,367
24,368
26,716
21,791
26,227
27,367
21, 112
27,367
24,742
21,115
30,690
27,498

263.67
221. 20
270.81
203.65
270.81
277. 17
209.20
237.07
274.78
186.45
233.90
281. 53
270.81
225.17
232.31
270.81
200.48
223.59
240.23 •
270.81
235.88
265.65
208.41
261.69
270,81
203.25
270.81
238.45
203.58
308.42
271. 61

H
15,820
13,272
16,249
12,219
16,249
16,630
12,552
14,224
16,487
11,187
14,034
16,892
16,249
13,510
13,939
16,249
12,029
13,415
14,414
16,249
14,153
15,939
12,505
15,701
16,249
12,195
16,249
14,307
12,215
18,505
16,297

K
142.67
112.00
124.00
114.67
149.34
130.67
141. 33
153.33
141.33
116.00
120.00
156.00
152.00
96.00
109.33
144.00
114.67
134.67
116.00
141. 33
141. 33
157.33
142.67
152.00
137.33
110.67
138.67
137.33
101.33
162.67
121. 33

138.96
115.11
141.86
103.92
141. 86
120.93
106.18
113.99
143.47
93.33
120.26
146.20
141.86
116.72
119.62
141.86
102.40
116.08
122.98
141.86
121. 07
139.76
105.86
138.15
141.86
103.47
141. 86
125.21
104.09
163.90
142.18

8, 338-8, 560)
(6,907-6,720)
(8,512-7,440
6,235-6,880
8, 511-8, 960
7,256-7,840
6,371-8,480
6,839-9,200)
(8,608-8,480
5,600-6,960)
(7,216-7,200
8, 772-9, 360
8, 512-9, 120
(7,003-5,760)
(7, 177-6, 560)
8, 512-8, 640
6, 144-6,880
6, 965-8, 080
(7, 37!Hi, 960)
(8,512-8,480)
7, 364-8, 480
8, 386-9, 440
6,352-8, 560
8,289-9, 120
(8,512-8,240)
6, 208-6, 640
(8, 512-8, 320)
7,513-8,240
(6,245-6,080)
(9,834.-9,760)
(8,531-7,280)

interest mortgage lnsurance premium and monthly payments to real estate tax and hazard insurance escrows (tax and insurance amounts provided by FHA Division of Research and Statistics
and are the average tax and insurance payments based on FHA estimate of property value on new
I-family homes insured under sec. 203(b) in 1972).
(H) Based on using 20 percent of income.
(I) Based on using 20 percent of income.
(J) Based on using 20 percent of income.
(K) Left or lower figure represents the minimum income needed with full allowable subsidy to
pay the monthly carrying cost on mortagge at 120 percent of prototype (col. J); right or higher
figure represents t~e income limit under S. 3066 (col. C)-where figures are in parentheses ( )
left figure will be h,gher than right figure indicating that minimum income needed wilh full sub·
sidy to carry mortgage with 20 percent of income exceeds the income limit for the city.

comes only $500 less than the ceiling. In
seven others, it would be the narrow
range between $500 and $1,000.
In other words, in about 24 of the 31
cities, for all practical purposes, the provisions of this bill would not apply at all.
In only seven of the cities is there any.,.
where approaching a reasonable income
range, with four of them having a spread
of between $1,000 and $2,000, and three
with a spread of slightly over $2,000. To
induce a builder to risk his capital, he
must have some reasonable assurance
that there will be a broad enough market
for his products. Such a market, according to the experts, must include an income range of at least $1,000 to $1,500.
That will not be achievable in many

areas under the proposed '402 program
limits.
The PRESIDING OFFICER. The Senator's 5 minutes have expired.
Mr. MONDALE..Mr, President, may I
have 5 more minutes, please?
Mr. SPARKMAN. I yield the Senat-or
5 additional minutes.
Mr. MONDALE. In fact, the table demonstrates that in 13 of the cities there
will be no market at all. The proposed
limit would only worsen the situation in
.many areas, as indicated by the fact that
in 9 of the 31 cities reviewed, the present
-limit would be lower than the 235 limits.
In other words, we would be taking a
backward step from even the limits es-
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tablished under the 1968 act, and in
seven other cities the new limit would be
no higher than $300 over the present
limits.
So most of the median income limits
contained in S. 3066 would be eliminated
if the limit were raised to 90 percent of
the median. Let me point out how this 80
percent ceiling now in the bill would
'Work to destroy the probability of new
housing in our country.
To pick an example, Birmingham, Ala.,
one of the cities in the State of the distinguished floor manager, the 80-percent
ceiling would mean that for economic
reasons a family would have to make at
least $6,235 per year to make it economically possible for them to buy housing under the most generous assistance
made available under the bill. But Wldel' this ceiling, they could be making,
under the law, no more than $6,800 in
order to be eligible, so there would be a.
range of about $500. My amendment
,...ould raise the ceiling to $7,750, which,
according to man~' economists, is the
minimum range necessary if you are
going to have a housing market sufficient
to induce any production of housing under the provisions of this bill.
There are many other examples that
one could give. In my home State of Minnesota, in st. Paul, Minn., the mininmm
needed for economic reasons would be
$8,512. The ceiling would limit you to
$8,240, so there would be utterly no market.
So, in effect, what the 80-percent ceiling means is that there will be new housing under these essential programs in
the city of st. Paul. This would also be
true in San Francisco, Tulsa, Okla.,
Washington, D.C., Wilmington, Del.,
Atlanta, Ga., Baltimore, Md., Cincinnati,
Ohio, and Denver, Colo., Greensboro,
N.C., Jacksonville, Fla., New Orleans,
Philadelphia; these cities would be, in
effect, repealed out of the bill.
The PRESIDING OFFICER. The Senator's additional 5 minutes have expired.
Mr. SPARKMAN. I ~'ield the Senator 5
minutes more.
Mr. MONDALE. I cannot believe that,
as we act on a housing measure to deal
with the problems of low- and moderateincome housing, we can deliberately set
forth a ceiling which prohibits, for all
practical purposes, the extension of this
program to millions and millions of people living in the central cities of our
country, North, South, East, and West;
and for that reason I am hopeful that
this amendment will be adopted.
Mr. President, I send my amendment
to the desk.
The PRESIDING OFFICER. The
amendment will be stated.
The second assistant legislative clerk
read as follows:
On page 58, lines 12 and 16, strike "80 per
centum" and insert in lieu thereof "90 per
centum".

On page 76, lines 1 and 5, strike "80 per
centtun" and insert in lieu thereof "90 per
centum".

The PRESIDING OFFICER. Who
:rields time?
Mr. SPARKMAN. Mr. Pl'esident, I yIeld
myself 5 minutes.
I should like to call to the attention

of the Senator from Minnesota that I do
not believe we need the amendment that
he proposes on page 76. That is alreadY
taken care of in another requirement of
the bill. I have not discussed this with
the Senator from Texas. but I would suggest, for my part, that the Senator withdraw that part of the amendment, and
limit his request to the one on page 58,
which, for my part, I would be glad to
accept.
Mr. MONDALE. I would be glad to do
that, if I may pose an inquiry.
Mr. SPARKMAN. Yes.
Mr. MONDALE. As I read the language
on page 76, it appears that the same 80percent ceiling applies there as in the
earlier pages.
Mr. SPARKMAN. Has the Senator referred to subsection (4) on page 70?
Mr. MONDALE. I am referring to the
language on page 76.
Mr. SPARKMAN. No, but I want the
Senator to refer to the language on page
70.
Mr. MONDALE. All right.
Mr. SPARKMAN. In subsection (4).
Mr. MONDALE. To what lines does
the Senator refer?
Mr. SPARKMAN. Commencing with
line 9.
Mr. MONDALE. As I understand that
language, it would permit· 20 percent of
the tenants to exceed the ceiling.
Mr. SPARKMAN. That is correct. In
other words, we have provided leeway
there, which I think is the same thing,
but just arrived at in just a little different way.
Mr. MONDALE. If the distinguished
floor manager is satisfied that that deals
with the ceiling, for all practical purposes, for the rental program, I am willing to accept his judgment.
Mr. SPARKMAN. That Is my interpretation. In other words, it arrives at the
same end that the Senator proposes, but
by a little different route.
Mr. MONDALE. All right. I modify my
amendment to delete that reference to
the 502 program. so that it refers solely
to the 402 program.
Mr. SPARKMAN. Correct. In other
words, the part on page 76 the Senator
would strike?
Mr. MONDALE. Correct. I modify my
amendment accordingly.
The PRESIDING OFFICER. The
amendment v<rill be so modified.
Mr. :r.l0NDALE'S amendment, as modified, is as follows:
On page 58, lines 12 and 16: strike "80 per
centum" and Insert in lieu thereof "90 per
centuln"..

Mr. TOWER. Mr. President, I am In
agreement with the Senator from Minnesota, and, in behalf of the minority,
am perfectly willing to accept the
amendment as modified.
The PRESIDING OFFICER. The
question is on agreeing to the amendment of the Senator from Minnesota, as
modified.
The amendment, as modified, was
agreed to.
r-,ir. MONDALE. Mr. President, I have
discussed a.nother amendment with the
distinguished floor manager for creating
a standby Home Owners Loan Corporation. The evidence shows that we may
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well be running into a period when we
will have a great number of home foreclosures in this country. The record from
the 1930's will show that. the Home
Owners Loan Corporation helped enormously in saving millions of Americans
from losing their homes.
I would not propose that it be established and be put into operation at this
point. but my amendment does call for
standby autholity to do so should the
mortgage foreclosure rate reach a percentage which requires the implementation of a corporation along the lines of
that which saveu. so many homes from
foreclosure during the 1930's.
Mr. President, I do not think anything
strikes harder than the loss of one's
home, particularly when it is for reasons
beyond· the control of homeowners to
maintain mortgage payments. For literally thousands of Americans, that heartbreak may be a reaiity in the next several months. As inflation continues to rise
unemployment continues to increase. and
the energy crisis takes its toll in both
prices and jobs, many Americans may
find it increasingly difficult, and eventually impossible, to meet home mortgage
payments. For these unfortunate citizens, a major investment-quite possibly
the largest investment of their lifetimewill vanish, and their shelter will be
suddenly gone.
So that the Federal Government, in
anticipation of this possibility, may be
ready to cope with this tragedy and aid
those families faced with mortgage foreclosure, I am today introducing standby
legislation which would reactivate the
Home Owners' Loan Corporation. The
legislation is designed to become operative only when the foreclosm'e situation
reaches crisis proPOltions and provides
real help to those American families
faced with the loss of their homes.
THE ORIGINAL HOME OWNERS' LOAN
CORPORATION

During 1932 and 1933, tillS Nation
experienced a period of 11igh unemployment. At the same time, the public exhibited a serious lack of confidence in
existing property values. As a result of
these two forces, the annual rate of real
property foreclosures climbed to nearly
250,000. Most of the foreclosed properties
were owner-occupied homes. And, surely,
the foreclosm"es resulted from the inability of families. with the head of the
household unemployed, to meet mortgage
payments.
The foreclosures obviously exacerbated
the economic hardships of the effected
families. In addition, they had a domino
effect by collapsing real estate values and
making lenders reluctant to finance new
housing. The resultant inactivity in the
construction industry fw·ther contributed to the depression of the entire
economy.
Against this background. Congress ellacted the Home Owners Loan Act of 1933.
It directed the members of the Federal
Home Loan Bank Board to establish the
Home Owners' Loan Corporation and to
serve as the Board of Directors of the
HOLe. The HOLC represent.ed an attempt to counteract mortgage foreclosures by allo\\1ng the HOLC to pm'chase
mortgages from private : ..mding institu-
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tions and to refinance the mortgages of
homeowners faced with foreclosure because of temporary financial hardship.
The HOLe was authorized to issue
stock of up to $200 million and up to $2
billion in bonds. The bonds had the full
faith and credit of the United States behind them, were tax-exempt, and were
to bear interest at a rate of 4 percent or
less.
The HOLC was authorized to exchange
its bonds for home mortgages and other
liens-such as tax liens-secured by real
estate. A $14,000 limitation-or 80 percent of the value of the property-was
placed on the mortgage or lien to be refinanced. The HOLC could rewrite the
mortgage loan balance to be amortized
over a 15-year period and could grant
such extensions of time for payment as
might prove necessary. The maximum interest rate on the refinanced mortgage
would be 5 percent, which was significantly lower than the prevailing rate.
The HOLC could also make cash loans
to homeowners with debt-free homes who
were faced with financial difficulties and
possible loss of the home. Such loans
could not exceed 50 percent of the appraised value of the property and bore
an interest rate of 6 percent or less.
The Home Owners' Loan Corporation
was established in June of 1933 and eventually liquidated in March of 1951. It
made, or acquired and refinanced, about
1,016,000 mortgage loans; most during
the first 3 years of its existence. The
original aggregate amount of these loans
totalled $3,039 million. Only about 19 percent of the original loans ended in foreclosure. In the process of its operations,
the HOLC helped about 800,000 homeowners save their homes. It also helped
innumerable lending institutions from
whom it acquired mortgages. By stemming the tide of foreclosures, it was also
influential in stabilizing property values
and in restoring the necessary confidence
which led to an upturn in residential construction.
THE NEED

FOR THE

HOLC

TODAY

During the fourth quarter of 1973, the
economy grew at a rate of only 1.3 percent. The unemployment rate is over 5
percent, and leading economists are predicting a rise in unemployment to 7 percent. The energy crisis is estimated to
have displaced more than 200,000 workers
already, and more energy-crisis unemployment can be anticipated as the automobile manufacturing industry, the
plastics industry, and the construction
industry feel the effects of the energy
shortage.
Against the backdrop of high unemployment, we find a situation where, for
millions of American homeowning families, mortgage payments are high in relation to income and savings. This predicament is particularly acute for young
workers who acquired their homes in
recent years at high prices with mortgage
interest rates high. Unemployment rates
among this group will be even higher
than the national average, and their savings are frequently too small to permit
them to meet mortgage payments over
any extended period of unemployment.

The PRESIDING OFFICER (Mr. HASKELL). The time of the Senator from
Minnesota has expired.
Mr. SPARKMAN. Mr. President, does
this mean that the time allotted to the
Senator from Minnesota as the author of
the amendment has expired-his total
time?
The PRESIDING OFFICER. There is
no amendment pending at the moment.
The Senator is using time on the bill.
Mr. SPARKMAN. I understood from
the agreement yesterday afternoon that
each amendment would have 30 minutes,
except the Javits amendments. This
means 15 minutes for the Senator from
Mimlesota. Has that 15 minutes expired?
The PRESIDING OFFICER. That is
correct. But no amendment has been
offered.
Mr. MONDALE. Mr. President, I send
an amendment to the desk and ask
unanimous consent that its reading be
dispensed With; and, further, I ask unanimous consent that the charge of the
time I have used be charged to this
amendment.
The PRESIDING OFFICER. Without
objection, reading of the amendment will
be dispensed with, and the amendment
will be printed in the RECORD; and, without objection, the time used by the Senator from Minnesota will be charged
against this amendment.
The text of the amendment is as follows:
On page 357. line 11, insert the following:
CHAPTER IX-HOME OWNERS' LOAN
ACT
SEC. 1. The provisions of this chapter may
be cited as the "Home Owners' Loan Act of
1974."
DEFINITIONS

SEC. 2. As used in this Act(1) The tenn "Corporation" means the
Home Owners' Loan Corporation created
under section 3 of this Act.
(2) The term "home mortgage" means a
first mortgage on reai estate in fee simple or
on a leasehold under a renewable lease for
not less than 99 years upon which there is
located a dwelling for not more than four
families, which is, or was for at least one
month during the preceding year, used by
the owner as a principal residence. and which
has a value not exceeding $40.000.
(3) The term "first mortgage" includes
such ciasses of first liens as are commonly
given to secure advances on real estate under
the laws of the State in which the real estate
is located. together with the credit instruments, if any. secured thereby.
ESTABLISHMENT AND CAPITALIZATION OF HOME
OWNERS' LOAN CORPORATION

SEC. 3. (a) There is established a corporation to be known as the Home Owner's IJoan
Corporation. which shall be an instrumentality of the United States, which shall have
authority to sue and to be sued in any court
of competent jurisdiction, Federal or State,
and which shall be under such bylaws. rUles,
and regulations as it may prescribe for the
accompllshment of the purposes and intent
of this section. The board of directors of the
Corporation (hereinafter referred to as the
"board") shall consist of the members of the
Federal Home Loan Bank Board, the Secretary of Housing and Urban Development, the
Secretary of Agriculture, and the Administrator of Veterans' Affairs. all of whom shall
serve as such directors without additional
compensation.
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(b) The board shall determine the minimum amount of capital stock of the Corporation and is authorized to increase such
capital stock from time to time in such
amounts as may be necessary, but not to exceed in the aggregate $1,000.000,000. Such
stock shall be subscribed for by the Secretary of the Treasury on behalf of the United
States, and payments for such subscriptions
shall be SUbject to call in whole or in part
by the board and shall be made at such time
or times as the Secretary of the Treasury
deems adVisable, and for the purpose of making such payments, the Secretary is authorized to use as a public debt transaction
the proceeds of the sale of any securities hereafter issued under the Second Liberty Bond
Act, and the purposes for which securities
may be issued under the Second Liberty
Bond Act are extended to include such payments. The Corporation shall issue to the
Secretary of the Treasury receipts for payments by him for or on account of such
stOCk, and such receipts shall be evidence of
the stock ownership of the United States.
The Secretary of the Treasury may sell, upon
such terms and conditions and at such price
or prices as he shall determine, any of the
stock acquired by him under this subsection. All purchases and sales by the Secretary
of the Treasury of such stock under this
subsection shall be treated as pUblic debt
transactions of the United States.
(c) The Corporation is authorized to issue
bonds in an aggregate amount not to exceed
$10.000,000,000, which may be sold by the
Corporation to obtain funds for carrying out
the purposes of this section, or exchanged as
hereinafter provided. Such bonds shall be
issued in such denominations as the board
shall prescribe, shall mature Within a period
of not more than 18 years from the date of
their Issue, shall bear interest at a rate not
to exceed a rate determined by the Secretary of the Treasury taking into account the
average yield on outstanding marketable obligations of the United States as of the close
of the preceding month, and shall be fully
and unconditionally guaranteed as to interest only by the United States, and such guaranty shall be expressed on the face thereof.
In the event that the Corporation shall be
unable to pay upon demand, when due, the
interest on any such bonds, the Secretary
of the Treasury shall pay to the Corporation
the amount of such interest, which is hereby
authorized to be appropriated out of any
money in the Treasury not otherwise appropriated, and the Corporation shall pay the
amount of such interest to the holders of
the bonds. Upon the payment of such interest by the Secretary of the Treasury the
amount so paid shall become an obligation
to the United States of the Corporation and
shall bear interest at the same rate as that
borne by the bonds upon which the interest
has been so paid. The bonds issued by the
Corporation under this subsection shall be
exempt, both as to principal and interest,
from all taxation (except surtaxes, estate,
inheritance,and gift taxes) now or hereafter imposed by any State, county, municipality, or local taxing. authority. The Corporation, including its franchise, capital, reserves and surplus, and its loans and income, shall likewise be exempt from such
taxation; except that" any real" property of
the Corporation shall be subject to taxation
to the same extent, according to its value,
as other real property is taxed.
FUNCTIONS

SEC. 4. (a) The Corporation is authorized,
for a period of three years after the date of
enactment of this Act. but only during any
calendar quarter in which the Federal Home
Loan Bank Board determines that the foreclosure rate (stated as an annual percentage
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rate of all mortgaged structures) exceeds
one-halt of one per centum, (l) to acquire
in exchange for bonds issued by it, home
mortgages and other obligations and liens
secured by real estate (including the interest
of II vendor under II purchase-money mortgage or contract) recorded or filed in the
proper office or executed prior to the date of
the enactment of this Act, and (2) in connection with any such exchange, to make
advances in cash to pay the taxes and assessments on the real estate, to provide for necessary maintenance and make necessary repairs, to meet the incidental expenses of the
transaction, and to pay such amounts not
exceeding $50, to the holder of the mortgage,
obligation, or 11en acqilired as may be the
difference between the face value of the bonds
exchanged plus accrued interest thereon and
the purchase prIce of the mortgage, oblIgation, or lIen, except that the aggregate of
such advances and payments shall be reduced
by an amount determIned by the board to be
equal to the amount of costs which would
have been incurred in foreclosure proceedings
in connection with the mortgage, lien, or
other obligation. The face value of the bonds
so exchanged plus accrued interest thereon and the cash so advanced shall not exceed
in any case $40,000. In any case in which the
amount of the face value of the bonds exchanged plus accrued interest thereon and
the cash advanced is less than the amount
the home owner owes with respect to the
home mortgage or other obligation or lien
so acquired by the Corporation, the Corporation shall credit the dIfference between
such amounts to the home owner and shall
reduce the amount owed by the home owner
to the Corporation to that extent. Each
home mortgage or other obligation or lien so
acquired shall be carried as a first lien or
refinanced as a home mortgage by the Corporation on the basis of the price paid therefor
by the CorporatIon, and shall be amortized
by means of monthly payments sufficient to
retire the interest and principal within II
period of not to exceed 30 years; but the
amortization payments of any home owner
may be made quarterly, semiannually, or annually, if in the jUdgment of tbe Corporation the situation of the home owner requires it. Interest on the unpaid balance of
the obligation of the home owner to the
Corporation shall be at a rate not exceeding
6 per centum per annum. The Corporation
may at any time grant an extension of tIme
to any home owner for the payment of any
installment of prIncipal or interest owed by
him to the Corporation if, in the jUdgment
of the Corporation, the circumstances of the
home owner and the condition of the security
justify such extension, and no payment of
any installment of principal shall be required
during the period of three years from the
date this Act takes effect if the home o\V'ller
shall not be in default with respect to any
other condition or covenant of his mortgage.
As used in this subsection, the term "real
estate" includes only real estate held in fee
simple or on a leasehold under a lease renewable for not less than 99 years, upon which
there is located a dwelling for not more than
fom' families used by the owner of a home
or held by him as a homestead and havIng
a value not exceeding $40,000. No discrimination shall be made under this Act against
any home mortgage by reason of the fact
that the real estate securing such mortgage
is located In a municipality, county, or taxing district which is in defaUlt upon any of
its obligations.
(b) The Corporation is further authorized,
during any quarter referred to· in subsection (a) in any case In whIch the holder of
a home mortgage or other obligation or lien
eligible for exchange under subsection (a) of
this section does not accept the bonds of the
Corporation in exchange as provided in such
purchase, or repurchase agreement, or loan

finds that the home O\vner cannot obtain II
loan from ordinary lending agencies, to make
cash advances to such home owner in au
amount not to exceed 50 per centum of the
value of the property for the purposes specIfied in such subsection (a). Each such loan
shall be secured by a duly recorded home
mortgage and shall bear interest at a rate
of interest which shall be uniform throughout the United States, but which in no event
shall exceed a rate of 6 per centnm per annum, and shall be SUbject to the same provisions with respect to amortization and extensions as are applicable in cases of obligations refinanced under subsection (a) of this
section.
(c) The corporation is further authorized,
during any quarter referred to in snbsection
(a), to exchange bonds and to advance cash,
SUbject to the limitations provided in subsection (a) of this section, to redeem or recover
homes lost by the owners by foreclosure or
forced sale by a trustee under a deed of trust
or under power of attorney, or by voluntary
surrender to the mortgagee within two years
prior to such exchange or advance.
(d) The board shall issue such rules and
regulations as may be necessary, inclUding
rules and regUlations providIng for the ap·
praisal of the property on whIch loans are
made under this section so as to accomplish
the purposes of this Act.
(e) Any person indebted to the CorporatIon may make payment to it in part or in
full by delivery to it of its bonds which
shall be accepted for such purpose at face
value.
ADMINISTRATIVE PROVISIONS

SEC. 5. (a) The CorporatIon shall have
power to appoint and fix the compensation of
such officers, employees, attorneys, or agents
as shall be necessary for the performance of
its duties under this Act, without regard to
the provisions of other laws applicable to the
employment or compensation of officers, employees, attorneys, or agents of the United
States. No such officer, employee, attorney, or
agent shall be paId compensation at II rate in
excess of the rate provided by law in the case
of the members of the Federal Home Loan
Bank Board. The Corporation shall be entitled to the free use of the United States
mails for its official business in the same
manner as the executive departments of the
Government, lind shall determine its necessary expenditures under this Act and the
manner in which they shall be Incurred,
allowed, and paid, without regard to the provisions of any other law governIng the expenditure of public funds.
(b) The board is authorized to make such
bylaws, and issue such rules and regulations,
not inconsistent with the provisions of this
section, as may be necessary for the proper
conduct of the affairs of the Corporation. The
board is further authorized and directed to
retire and cancel the bonds and stocks of the
Corporation as rapidly as the resources of the
CorporatIon will permIt. Upon the retirement
of such stock, the reasonable value thereof
as determined by the board shall be paid into
the Treasury of the United States and the
receipts issued therefor shall be canceled.
The board shall proceed to liquidate the
Corporation when its purposes have been
accomplished, and shall pay any surplUS or
accumulated funds into the Treasurv of the
United States. Tile Corporation may' declare
and pay such dividends to the United States
as may be earned and as in the judgment of
the board it is proper for the Corporation to
pay.
PENALTIES
SEC. 6. \""hoever makes any statement,
knOWing it to be false, or whoever willfully
overvalues any security, for the purpose of
influencing In any way the action of the
Home Owners' Loan Corporation or the board
subsection and in which the Corporation
upon any application, advance, discount,

under thIs Act, or any extension thereof by
renewal deferment, or action or otherwise, or
the acceptance, release, or SUbstitutIon of
security therefor, shall be punished by a fine
of not more than $5,000, or by imprisonment for not more than two years, or both.
FHA AUTHORITY

SEC. 7. During any period when the Corporation is carrying out its function pursuant
to section 4, the Secretary of Housing and
Urban Development may not malce cash expenditures in connection witt. default proceedings under any provIsion of the National
Housing Act, except as provided In the second
sentence of section 207 (j) of such Act.
AUTHORIZATION

SEC. 8. There are authorized to be appropriated such sums as may be necessary to
carry out the provisions of this Act.

Mr, MONDALE. Mr. President, this
amendment is cosponsored by Senators
HART, HUMPHREY, and JOHNSTON.
There are also millions of elderly
American homeowners who, although
their homes may be debt-free, will find
it extremely difficult to meet the cost of
property taxes during a period of inflationary living costs. Their fixed incomes
will simply be squeezed too far. Many
will lose their homes to tax liens.
For millions of homeowners of all ages,
the equity invested in their homes represent their greatest asset. Furthermore,
almost all would have to pay more for
housing in today's inflated market, if
they were forced to live elsewhere. When
the cruel arm of unemployment reaches
into their homes, literally millions of
Americans will find their shelter seriously
threatened. They will have nowhere to
turn, and nowhere to hide. Although
many mortgages are insured, they are insured to protect the lender-mortgagee
against loss, not usually the homeownermortgagor. Our present guarantees nm
to the protection of the lenders and not
to the person who has borrowed to buy
his own home.
There are between 30 and 35 million
owner-occupied, one-to-four family
homes in this country. More than 20 million of these homes are subject to outstanding mortgages. According to a quarterly index published by the Federal
Home Loan Bank Board, the mortgage
foreclosure rate on all properties for the
first three-quarters of 1973 was about
four-tenths of 1 percent. But, the mortgage delinquency rate on one-to-four
family properties--the most accurate
measure of potential mortgage foreclosures on this class of properties-was
4.26 percent at the close of the third
quarter of 1973.
Just yesterday it was announced that
the rate for the fourth quarter of 1973
was 4.7 percent, the highest in 20 years.
What I am saying is that I think we are
heading into a recession. The figures
now presented show that economic conditions, unless something happens, will
force thousands, perhaps millions, of
Americans out of their homes due tu
mortgage foreclosures, not because of
their own fault but because of unemployment, because of inflation, and because of the reduced workweek. Surely,
in a country like ours, we do not intend
to stand by while millions of decent
Americans are put in this kind of cruel
posture.
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In addition, seriously delinquent this country. There is not now an effecloans-those with two or more payments tive mechanism in place which will prop:tSt due-rose to a record high of 1.26 tect Americans should this occur. This is
p~rcent at the end of the third quarte;. the appropriate point, it seems to me, to
\Ve are already seeing a trend-an omI- take the steps necessary to head off what
nous trend toward mortgage foreclosure would be an outrageous, cruel, and inen a "idespread basis for one-to-four excusable position in which millions of
family dwellings.
AmeIicans through no fault of their
When the mortgage foreclosure rate own, working Americans, trying to take
on :tIl properties reaches a level of five- care of their families, trying to take care
tenths of 1 percent, it is estimated that of their mortgages, will lose their homes
the rate of foreclosures on one-to-four because of inflation, a reduced work
family properties would be appro.x~ week and unemployment, as well as
mately 100,000 per year-surely a Cl!tI- older Americans who, because of the bite
cal situation. When and if such a SItu- of inflation, may find themselves unable
ation occurs-and we have every reason to hold onto their homes.
The latest figures, as I have said, show
to believe that it might-we should be
prepared to help those families who face that the delinquency rate is rising. In
the fourth quarter of 1973, it was 4.7 perthe possibility of a loss of their home.
cent, the highest in 20 years, and the
A NEW HoLe
predict an upward trend.
Mr. President, I am today introducing economiststhe
time to act is now, and we
legislation designed to help these home- areI think
acting not with a new program that
owners who face the possibility of the would
require extensive hearings. We
loss of their homes during a serious eco- are simply
restoring an old program
nomic downturn. The bill establishes a which has been
the product of years of
new Home Owners' Loan Corporation; to experience, which
itself to work
come into being when and if the Federal successfully when itproved
was needed, the last
Home Loan Bank Board Index reaches time we had these conditions,
saved
the critical five-tenths of 1 percent level. more than 800,000 homes from and
mortgage
The Board of Directors of the Corpora- foreclosure.
tion will be the members of the Federal
This is one occasion when Congress
Home Loan Bank Board, the Secretary could
ahead of a problem and be
of Housing and Urban Development, the ready get
with a mechanism and a law to
Secretary of Agriculture, and the Ad- protect Americans from something that
ministrator of Veterans' Affairs. The should never happen to any of them in
Corporation will be empowered to issue this country. I am ~opeful that the comstock and bonds at levels sufficient to mittee will accept the amendment.
serve its needs.
Mr. TOWER. Mr. President, I do not
The Corporation will be empowered to necessarily disagree with the Senator
acquire in exchange for bonds issued by from Minnesota on the merits of his
it, hom~ mortgages and other obligati0t;s proposal. As a matter of fact, I am inand liens secured by real estate. It IS clined to think that it probably has a
limited to one-to-four family properties very great deal of merit. But the fact is
of a value of $40,000 or less. The Corpora- that it has not been discussed and was
tion may refinance the mortgage over a not considered either during the hear30-year period at an interest rate not ings or the markup on this bill, if .1 am
to exceed 6 percent. In addition, the Cor- correct. We have had no opportumty to
poration may make cash advances, UP hold hearings on it or to really discuss it.
to 50 percent of the property value, to Therefore, we do not have any real idea
homeowners whose obligations cannot be at the moment what effect it might have
secured by the Corporation. Finally, the on existing financial institutions and the
Corporation will be able to help home- total availability of mortgage funds.
owners redeem homes already lost to
Therefore, I suggest to the Senator
foreclosure.
from Minnesota that it be introduced
It is important to note that the HOLC as independent legislation, with the unwill not become operative-and will cost derstanding that it is something we
nothing-until we are faced with a na- would have a look at in committee.
tional foreclosure crisis. When and if that
Mr. BROOKE. Mr. President, will the
crisis comes, we will be ready with a Senator yield?
mechanism for helping thousands of
Mr. TOWER. I yield.
American families from losing their
Mr. BROOKE. I certainly agree with
homes.
the distinguished Senator from MinneThere is nothing new in this in terms sota as to the concept, and I would be
of the operation of our previous expe- pleased to cosponsor the Senator's
rience with the Home Owners Loan Cor- amendment but I do think it should be
poration. It is patterned precisely on that subjected t~ hearings. I believe it would
experience. It will cost nothing unless we be in the best interest of the amendment
hit this catastrophic level of home if we could have a hearing on it and if
foreclosure.
we could have an agreement from the
It is important to note that the HOLC Senator from Alabama (Mr. SPARKMAN)
will not become operative and will cost and the Senator from Texas (Mr.
nothing until we are faced with a na- TOWER) that we will have hearings on
tional foreclosure crisis.
this matter.
When and if that comes, we will be
Mr. MONDALE. Mr. President, I ask
ready with a mechanism for helping unanimous consent that the name of the
thousands of American families not to Senator from Massachusetts be added
lose their homes.
as a cosponsor of the amendment.
We may well be near the point at
The PRESIDING OFFICER. Without
which we will have these widespread objection, it is so ordered.
catastrophic foreclosures occurring in
Mr. MONDALE. I recognize that, gen-
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erally speaking, when one comes up with
a new program, it should be sent through
the hearing cycle. But there are two or
three arguments for action now.
First, the figures show that there is a
startling rise in home mortgage foreclosure. I believe we all agree that few
things are less excusable than to tell
a working person, who is working hard,
trying to hold a job, trying to keep his
family together, paying his taxes, that
through no fault of his own, he may have
lost his job and cannot keep up the
mortgage payments, or because of the
bite of this fantastic inflation, the worst
since World War II-conditions which
are no fault of his or hers-he must lose
his home. There is nothing that can happen that is more cruel, more humiliating,
more destructive of the family, more
inexcusable in a civilized society, than to
tell working people: "We're very sorry.
We know it is not your fault. We know
you have tried. But, out of your house.
We have a program to protect the
lenders. They are not going to lose anything because, after all, lenders a~e important. You just happen to be In the
wrong spot. You're just a worker, and we
don't have any guarantee program for
you." I do not want to be in a position
to see that happen.
Second, this is not a new idea; it is an
old idea. We have had 20 years of experience with this. It has had about as
much administrative and legal experience as any measure we coud possibly
suggest. It is an old idea. I do not think
we need any more hearings.
Third, the housing bill is here now, and
if we go back to a hearing cycle, it could
well be months before we pass this
measure, and then we would have to pass
it on its own. When we know the deeply
felt feeling of this administration for
people of that kind, we canno~ be. sure
that the President is going to SIgn It; so
I would like to put it on something the
President might sign, and I would like
to do it in time to do something about
the problem.
Therefore much as I appreciate the
feelings of ~y colleagues, I believe that
this matter should be included in this
bill so that for once we can be ahead of a
problem.
.
If it were something new or somethmg
with which we were not familiar I would
want to hold hearings, but on something
as old, as tested, and as necessary as thi~,
particUlarly in light of these dramatIcally rising mortgage foreclosure rates,
we should move now.
Mr. President, I hope the committee
will accept the amendment.
Mr. SPARKMAN. Mr. President, I yield
myself such time as I may need.
The PRESIDING OFFICER. The Senator from Alabama is recognized.
Mr. SPARKMAN. I agree with the view
that has been expressed by the Senator
from Texas. The term "HOLe" brings
back memories of the tremendous job
that was done back in the days of the
deep depression. But that was a tremendous undertaking and if the need develops, as the Senator -from Minnesota
pictures it being a possibility, it would
require a large amount of money and a
well established corporation.
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Does the floor manager think there guished floor manager and the Senator
I just cannot agree with our setting UP
a corporation here on the floor of the might be a chance of holding hearings representing the minority and the distinguished Senator from Massachusetts
Senate without any committee consid- before March 18 and 19?
eration, a corporation of the wide reMr. SPARKMAN. I cannot give a (Mr. BROOKE). I am advised that there
sponsibility that this corporation would date. The Senator formerly served on is a good chance to have hearings on this
the committee and he knows that it is a measure as part of the Emergency Morthave.
I certainly hope that the Senator from very busy committee. We do have mat- gage Credit Act sponsored by the Senator
Minnesota will accept the suggestion ters scheduled but I am certain we could from New Hampshire (Mr. McINTYRE),
made by the Senator from Texas; that find ample time for adequate healings and in that hope, I withdraw my amendment.
he will introduce the proposal as a bill in the reasonable near future.
The PRESIDING OFFICER. The
and let us have hearings on it. We 'i\'i.ll
The PRESIDING OFFICER. All time
have hearings on it if the Senator follows of the Senator from Minnesota has ex- amendment is withdrawn.
that course. But I believe the matter pired. The Senator from Alabama has
calls for more consideration than here 9 minutes remaIning.
Mr. SPARKMAN. As I understand it, MESSAGES FROM THE PRESIDENT
on the fioor of the Senate.
Mr. MONDALE. Mr. President, will the the Senator from New Hampshire is goMessages in writing from the PresiSenator yield?
ing to hold hearings on March 19 on
somewhat similar matters. I assume it dent of the United States were commuMr. SPARKMAN. I yield.
Mr. MONDALE. What conceivable leg- could be tied in with those hearings. I nicated to the Senate by Mr. Heiting, one
of his secretaries.
islative vehicle would there be beyond the do not know.
underlying housing bill that could offer
Mr. MONDALE. Would that be a posany hope for reasonably prompt action sibility?
on the part of Congress? That is what
Mr. BROOKE. That is the Emergency
CAMPAIGN REFORM-MESSAGE
bothers me as I study this proposal and Mortgage Credit Act, on which Senator
FROM THE PRESIDENT
look at the current statistics which show McINTYRE'S committee will be holding
The
PRESIDING OFFICER (Mr.
the immediate prospect for the loss of hearings.
well over 100,000 homes per year and the
Mr. MONDALE. Has the administra- HASKELL) laid before the Senate a message from the President of the United
immediacy of this problem and the tion taken a position on that?
sharply rising foreclosure rates. One
Mr. SPARKMAN. The dates, I under- States which was ordered to lie on the
looks at the economy and realizes we are stand, are the 19th, 20th, and 21st of table ~nd to be printed. The message is
as follows:
already in a recession. I am fearful we March.
will go into the hearing cycle and maybe
Mr. BROOKE. That is right, 3 days.
To the Congress of the United states:
in several months have a bill. Then the
Mr. MONDALE. Mr. PresIdent, will the
1. INTRODUCTION
bill perhaps will pass the Senate, and we Senator from Massachusetts yield?
The American people wield a mighty
will start over again in the House, there
Mr. SPARKMAN. I will yield to the
instrument of free chotee as they enter
will be hearings, or perhaps more delay Senator from Minnesota.
experienced before we have a chance to
Mr. MONDALE. Has the administra- the voting booth. Indispensable to the
deal with the problem. In the meantime, tion taken a position on the Emergency health and integrity of that process is the
people ask why we did not act.
Housing Act to which the Senator has accountability of candidates for public
I would hope that in light of the fact referred and on which the hearings will office.
Campaign abuses recently publicized
that this is not a new program-it is an beheld?
old program-it was around for a long
Mr. BROOKE. To my knowledge the and of years gone by, samplings of contime, I think we have had 20 years ex- administration has not taken a position. gressional and public opinion, expert obperience and the details of it are well
Mr. MONDALE. Mr. President, I re- servation, the experiences of all of us in
known-that we might accept it now.
gretfUlly think I would like to bring this elective office-all proclaim that the
Mr. BROOKE. Mr. President, will the matter to a vote because I can see this electoral process needs reform and that
Senator yield?
going on a year or more. Let us get it the accountability of candidates must be
more uniformly enforced. I commend
Mr. MONDALE. I am glad to yield to over with.
the Senator from Massachusetts.
Mr. President, I ask for the yeas and the Congress for its own recognition of
this need as evidenced by recent Senate
Mr. BROOKE. Mr. President, I do not nays.
wish to debate this matter with my disThe PRESIDING OFFICER. Is there a passage of two important reform meastinguished colleague. I agree with him sufficient second? There is not a sufficient ures, by the introduction of scores of reform bills, and by detailed analyses of
that it is a good amendment. He asks the second.
question, What would we tie it onto or
Mr. MONDALE. I observe the absence this entire area by many Members of
Congress in both Houses.
what vehicle would be used? I mention of a quorum.
The Executive and the Congress have,
the emergency mortgage credit bill on
The PRESIDING OFFICER. Until the
which I think we are going to have hear- Senator from Alabama yields back his therefore, a common goal: reform that
works, reform that deals with the very
ings on around March 19. I think this time, a quorum callIs not in order.
provision could be tagged on at that
The Senator from Alabama has 7 min- real concerns we have in a way which
improves the electoral system instead of
time, and we would have an opportu- utes remaining.
nity to see what the impact would be.
Mr. MANSFIELD. Mr. President, I ask simply coating it with the appearance of
Would the Senator from Minnesota unanimous consent that there may be change.
I feel strongly that the reform we seek
be willing to accept--I am sure he will a quorum call with no time charged.
accept the chairman's word that there
The PRESIDING OFFICER. Without must be realistic. For example, I continue my interest in the possibilities of
will be hearings; I am trying to suggest objection, it is so ordered.
a six-year, one-term Presidency and
to him the hearings could be as early as
The clerk will call the roll.
the 19th of March.
The second assistant legislative clerk four-year terms for Members of the
House of Representatives. Yet, the adMr. MONDALE. Mr. President I am proceeded to call the roll.
anxious to accommodate the co~ttee
Mr. TOWER. Mr. President, I ask vantages of these proposals are not so
as well as try to move toward the solu- unanimous consent that the order for compelling as to merit driving now for
a constitutional amendment. I do, howtion of these problems. I am tom be- the quorum call be rescinded.
tween that and what I think is the imThe PRESIDING OFFICER. Without ever, urge further consideration of these
mediacy of a despicable problem. We are objection, it is so ordered.
subjects both by the Congress and the
now looking in the face of an explosive
Mr. MONDALE. Mr. President, may I public.
problem where thousands are losing their have 2 minutes?
Another such proposal, appealing but
homes through no fault of their own, and
Mr. SPARKMAN. Mr. President, I in my view impracticable, is the so-called
we would impose the reinstitution of an yield 2 minutes to the Senator from Post Card Registration plan. Its goals
old, experienced organization; I am torn Minnesota.
are laUdatory, but not Its practical
between that and the Senator's arguMr. MONDALE. Mr. President, I have results.
ment.
Testimony before the House Election
discussed this matter with the distin-

