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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET

WASHINGTON, D.C. 20503

DEC2 8 W4

MEMORANDUM FOR THE PRESIDENT
Subject: Enrolled Bill H.R. 15912 - Veterans Housing Act

of 1974
Sponsor - Rep. Carney (D) Ohio and 20 others

Last Day for Action

December 31, 1974 - Tuesday

PurEose

Increases the maximum VA guaranteed loan amounts on regular
and mobile homes and the maximum grant for the specially
adapted housing program; makes permanent and expands the

VA mobile home loan guaranty program; expands VA's authority
to guarantee loans for the purchase of condominium units;
repeals the VA farm and business loan programs; and makes

a number of technical changes in the VA home loan program.

Recommendations

Office of Management and Budget Approval

Veterans Administration Approval

Department of Agriculture Approval{Inferzzlly)

Federal Home Loan Bank Board Approval

Department of Housing and ‘
Urban Development No objection{Inforszlly,

National Credit Union Administration No objection

Department of the Treasury No recommendation

Discussion

H.R. 15912 contains a variety of provisions expanding VA's
housing assistance programs and making technical changes
in the administration of those programs.

As noted in its attached views letter on the enrolled bill,
which includes its report on the Senate version (S. 3883),
VA favored almost all the provisions of the bill while it
was under consideration by the Congress.




Major Provisions of H.R. 15912

Home loan program.--The enrolled bill would increase the
maximum loan guaranty amount from $12,500 to $17,500, in
recognition of the increase in the prices of homes and the
size of loans being processed since 1968, when the present
maximum was set. In its report to the Senate Veterans
Committee, VA indicated that this increase would not
significantly increase the expenses and losses in the
program.

H.R. 15912 would also expand the criteria under which VA
may restore a veteran's previously-used entitlement to

loan guaranty benefits. While the enrolled bill follows

for the most part VA's recommendations on this aspect of

the program, it does contain an amendment on which VA did
not have an opportunity to comment and to which the agency
objects. This amendment would restore loan guaranty benefit
entitlement to the veteran seller of the home if his or her
previously guaranteed loan is assumed by an eligible veteran
buyer who consents to the use of his or her entitlement in
assuming the loan. VA opposes this provision on the grounds
that it primarily benefits the seller rather than the buyer
and because it would create administrative problems.

The bill would, in addition, permit currently unsupervised
lenders, such as mortgage companies and other consumer
credit finance companies, to close on loans automatically,
without having to submit them to VA for prior approval.
Under existing law, only supervised lenders such as banks
and savings and loan institutions have the privilege of
automatic processing. The change in H.R. 15912 would, in
VA's view, speed loan processing and stimulate greater
participation in the VA mobile home loan program.

Other amendments to the home loan program are provided in
H.R. 15912, such as (1) permitting veterans to pay discounts
on loans under specified circumstances when there is no
seller or the seller is legally precluded from paying a
discount and (2) expanding VA's authority to suspend a
builder, lender, or broker based on disciplinary action
taken by HUD. VA supported these amendments.

Mobile homes.--H.R. 15912 would repeal the provision in
present law terminating the mobile home program on July 1,
1975, and would amend present law relating to loans to
purchase mobile homes and mobile home lots in the following
major ways:
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-- increase from $10,000 to $12,500 the maximum loan
guarantee for single-wide mobile home loans and increase
from $17,500 to $20,000 the maximum loan guarantee for a
single-wide mobile home with a lot.

-=- increase the maximum loan guarantee for a double-
wide mobile home from $15,000 to $20,000 and extend the
maturity for such a loan from 15 years to 20 years; establish
a maximum loan guarantee of $27,500 for a double-wide
mobile home with a lot.

-~ extend the loan guaranty program for the first
time to loans for the purchase of a mobile home lot only.

-- authorize VA to guarantee loans on all used mobile
homes which meet VA minimum requirements for construction,
design and general acceptability. Under present law, VA~
guaranteed loans can be made only on used mobile homes with
an outstanding loan guaranteed or insured by VA or another
Federal agency.

VA supported these amendments as enabling veterans to
finance the purchase of better quality and larger mobile
homes with GI loans than is now possible.

Specially adapted housing grants.--The enrolled bill would
increase from $17,500 to $25,000 the maximum grant VA could
make for specially adapted housing for certain disabled
veterans--~principally service-disabled quadraplegics,
paraplegics, and amputees--in view of the increased cost

of specially adapted housing since the present rate was

set in 1969.

Condominiums.-~-Since 1970, VA has had authority to guarantee
loans for veterans to purchase one-family condominium units
in projects in which HUD has insured at least one loan. The
enrolled bill would rewrite this authority to permit VA
guarantees on loans to buy one-family condominium units in
any new building or a building originally built and sold

as a condominium.

VA favors this provision, noting that it would protect the
veteran and the VA by avoiding the many difficulties which
have occurred in older buildings inadequately repaired and
modernized at the time of conversion.

Other provisions.--The enrolled bill contains various
other provisions and conforming amendments, most notably







DEPARTMENT OF AGRICULTURE
OFFICE OF THE SECRETARY

WASHINGTON, D. C. 20250

December 27, 1974

Honorable Roy L. Ash

Director, Office of Management
and Budget

Washington, D.C. 20503

Dear‘Mr. Ash:

In reply to the request of your office, the following report is submitted
on the enrolled enactment H.,R. 15912, "To amend chapter 37 of title 38,
United States Code, to improve the basic provisions of the veterans home
loan programs and to eliminate' those provisions pertaining to the dormant
farm and business loans, and for other purposes."

This Department recommends that the President approve the bill.

The bill makes a number of changes to expand and improve the basic
Veterans' Administration housing assistance programs. It would expand
the authority of the VA to guarantee loans to veterans purchasing condo-
miniums and would improve and expand the mobile home loan program. It
further permits veterans to pay reasonable discounts required by lenders
when the loan proceeds are used in connection with providing a farm
residence or other dwelling for the veteran. In addition it increases
the maximum loan guarantee and authorizes a better method of computing
the aggregate amount of the guarantee or insurance available to a veteran,

The bill also repeals the provisions for farm and business loans. Because
of the relatively restrictive terms of VA guaranteed farm and business
loans and the availability of more attractive programs administered by the
Small Business Administration and the Farmers Home Administration of this
Department, these VA programs have been virtually dorxmant.

We believe the provisions of the bill will help to provide adequate
housing for veterans, including those residing in rural areas, and there-
fore recommend approval of this measure.

Sincerely,

Ld

J. Phil C#mpbell
acving Secretary
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Mr. Wilfred H. Rommel

Assistant Director for
Legislative Reference

Office. of Management and Budget

Washington, D. C. 20503

Attention: Ms. Mohr
Dear Mr. Rommel:
Subject: H. R. 15912, 93d Congress, Enrolled Enactment

This is in response to your request for the views of this
Department on the enrolled enactment of H., R. 15912, an

Act "To amend chapter 37 of title 38, United States Code,

to improve the basic provisions of the veterans home loan
programs and to eliminate those provisions pertaining to

the dormant farm and business loans, and for other purposes,"

The enrolled enactment, in part, would: restore VA entitle-~
ment provided prior VA loan is paid in full and the property
disposed of; permit Administrator to guarantee loans by
lenders approved by him (would delete requirement that lender
be a HUD approved mortgagee); increase the amount of VA
guarantee entitlement from $12,500 to $17,500; authorize VA
guarantee on individual condominium unit loans without pre-
sent requirement that HUD had insured at least one loan in the
project; increase the maximum loan guarantee for mobile homes
from $10,000 to $12,500 (from $15,000 to $20,000 for double-
wides); authorize the guarantee of loans for the purchase of
used mobile homes which meet VA standards; and increase the
maximum grant amount for specially adapted housing for disabled
veterans from $17,500 to $25,000.



The Department of Housing and Urban Development has no
objection to the approval of this enrolled enactment.

Sincerely,

LA

é\vRobert R. Elliott









THE WHITE HOUSE

WASHINGTON
December 27, 1974

MEMORANDUM FOR: WARREN HENDRIKS

FROM: MAX L. FRIEDERSDORF

SUBJECT: Action Memorandum - Log No.c845
Enrolled Bill H, R, 15912 - Veterans Housing
Act of 1974

The Office of Legislative Affairs concurs in the attached proposal
and has no additional recommendations.

Attachment



THE WHITE HOUSE

_ ACTION MEMORANDUM
Date: December 26, 1974

FOR ACTION: Roger Semerad

Max Friedersdorf

Phil Areeda

FROM THE STAFF SECRETARY

WASHINGTON -

1.OG NO.: 845

Time: 3:30 p.m.

cc (for information): Warren Hendriks

Jerry Jones

DUE: Date: Friday, December 27

Time: noon

SUBJECT:

Enrolled Bill H.R. 15912 - Veterans Housing Act of 1974

ACTION REQUESTED:

— For Necessary Action

Prepare Agenda and Brief
X __ For Your Comments

REMARKS:

X___ For Your Recommrnendations

Draft Reply

Draft Remarks

Please return to Judy Johnston, Ground Floor West Wing

M

Rl

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

If you have any guestions cr if you anticipate o

deley in sunrnt‘.’:mg e *equired material, please

tzalephone the Staif S

retary immediatzly.

Varren ¥, Hendriks
Fax the President

=anatl



VETERANS ADMINISTRATION
OFFICE OF THE ADMINISTRATOR OF VETERANS AFFAIRS
WASHINGTON, D.C. 20420

December 20 1974

The Honorable

Roy L. Ash

Director, Office of
Management and Budget

Washington, D. C. 20503

Deér Mr. Ash:

This is in reply to the request of the Assistant
Director for Legislative Reference for the Veterans Adminis-
tration's comments on the enrolled enactment of H. R. 15912,
93d Congress.

This bill, entitled the ''Veteran Housing Act of
1974" will amend chapters 21 and 37 of title 38, United
States Code, to improve the basic provisions of the veterans
home loan and specially adapted housing programs and eliminate
the dormant farm and business loan provisions of chapter 37.

The enrolled enactment contains provisions which:
(1) revise the criteria under which the Administrator may
restore a veteran's entitlement to loan guaranty benefits;
(2) allow any lender which meets standards to be set by the
Administrator to process loans for automatic guaranty; (3)
expand VA's authority to guarantee loans for the purchase of
condominium units; (4) permit veterans to pay discounts under
certain defined circumstances when there is no seller or the
seller is legally precluded from paying such a discount; (5)
delete the present requirement for double occupancy certifica-
tions for loans closed on an automatic basis; (6) expand VA's
authority to reciprocally suspend parties suspended by HUD;
(7) increase the maximum guaranty on home loans from $12,500
to $17,500; (8) provide for VA loans on double-wide mobile
homes; (9) increase the maximum guaranteed loan amounts on



single-wide mobile homes from $10,000 to $12,500 and to
$20,000 for the purchase of a single-wide mobile home with
a lot; (10) establish maximum guaranteed loan amounts of
$20,000 for double-wide mobile homes and $27,500 for a
double-wide unit with a lot; (ll) permit the guarantee of
a loan up to $7,500 to purchase a lot on which to place a
mobile home already owned by a veteran; (12) expand VA's
authority to guarantee loans for the purchase of used
mobile homes; (13) extend indefinitely the life of the
mobile home loan program which is presently scheduled to
terminate June 30, 1975; (14) increase the maximum grant
for specially adapted housing from $17,500 to $25,000;
(15) repeal the farm and business loan programs; (16)
extend the coverage of the insured loan program to post-
Korean veterans; (l7) permit lenders to make guaranteed
home loans for a term of up to 30 years and 32 days in lieu
of the present maximum term of 30 years.

As will be noted in our report on S. 3883, a
copy of which is attached, we have previously favored all
but three of the above provisions. These are the result
of Senate amendments made subsequent to our report. They
would expand VA's authority to guarantee loans for the
purchase of used mobile homes, permit lenders to make
guaranteed home loans for a term of up to 30 years and 32
days, and permit the Administrator to restore a veteran's
entitlement to loan guaranty benefits where an immediate
veteran~-transferee has agreed to assume the outstanding
balance on the loan and consented to the use of his
entitlement.

Section 1819 of title 38 presently restricts VA
guaranteed loans on used mobile homes to those units on
which there is an outstanding loan which was made, guaran-
teed, or insured by the VA or another Federal agency. There
would appear to be no valid reason for not extending this
authority to all used mobile homes which meet the standards
prescribed by the Administrator. Adequate safeguards would



need to be promulgated in the form of regulations or
administrative directives to field stations to protect

the interest of veterans, lenders, and the VA to insure
that such units meet the standards prescribed by the
Administrator for new mobile homes at the time of manufac-
ture, that the loan amount does not exceed the reasonable
value of the units as determined by the Administrator, and
that the loans would be on reasonable terms and conditions.

With these safeguards, we believe this pro-
v131on which is to be found in section 5(4) of the bill,
would help insure a wider selection of suitable low-cost
housing to veterans unable to afford the cost of a new
mobile home. This amendment could also help veterans dis-
pose of their mobile homes acquired with VA financing which
has since been paid off and assist lenders and the VA to
dispose of units which have been repossessed.

Section 1803(d) (1) of title 38 provides that the
maturity of home loans made under section 1810 shall not
exceed 30 years. The amendment contained in the enrolled
bill will extend this maturity period to 30 years and 32
days.

When a loan is closed in the middle of a month,
it is customary for the first payment to become due on the
first day of the second month following the month in which
the loan is closed. Thus, if aloan were closed on
October 23, 1974, the first payment would be due December 1,
1974. 1In this case, the final payment would be due
November 1, 2004, or 9 days beyond the statutory maximum.
This precludes lenders from writing loans for an even 360
payments. This proposal would eliminate an irritant to
lenders and investors and has our favor. We anticipate
no additional cost to the VA as a result of this proposal.

The third amendment is the provision permitting
the Administrator to restore a veteran's loan guaranty
entitlement when the property is sold to an immediate
veteran transferee who has agreed to assume the loan, and



has consented to having his/her entitlement charged with
the amount of entitlement originally charged against the
veteran-seller.

This amendment, which is contained in section
2(a)(3) of the bill, was added by the Senate Committee,
without VA having had any opportunity to express its
views thereon. Had we been asked to comment on the pro-
posal we would have opposed it.

First, agreeing to have one's entitlement sub-
stituted does not give any benefit to the veteran-purchaser.
Since any purchaser, veteran or otherwise, can assume a
GI loan if agreeable to the seller, no advantage accrues to
the veteran-assumptor in using his entitlement.

Historically, VA's concern has been to assist
veterans to acquire homes. This provision has as its
primary purpose, assistance to a veteran-seller who has
already received his GI loan benefit.

Second, administering this section will create
a number of problems for VA. Since the original lender,
or holder, is not involved, there is no party, other than
VA, to insure that all requirements of the law are met,
e.g., reasonable value, credit underwriting and acceptability
of title. In our view, a disproportionate number of VA
manhours will have to be spent processing these transactions,
primarily to assist a seller of a home.

Our objection to this single provision, notwith-
standing the problems with this transfer of entitlement
section, are of relatively small consequence when compared
with the many positive and desirable features of the bill.

Our report on S. 3883 discussed in detail the
provisions for double-wide mobile home loans and loans for
the purchase of a lot on which to place a mobile home. It
should be noted that the enrolled bill provides for several
loan maximums which are higher than the amounts in the bill



at the time of our report. The loan maximum for a double-
wide mobile home has been increased from $15,000 to
$20,000 and the maximum loan amount for double-wide mobile
homes and the purchase of a lot on which to place such a
home has been increased from $22,500 to $27,500. These
increases in the maximum loan amount would recognize the
recent escalation in prices and allow veterans to have a
broader selection of the larger, more expensive mobile
homes. We favor this proposal.

Section 3 of the bill has been rewritten to
restrict VA guaranteed loans to purchase a condominium
unit to units which are in a new building or a building
originally built and sold as a condominium. This provi-
sion would preclude loans on units contained in buildings
converted to condominium use and thus avoid the many dif-
ficulties which have occurred in older buildings which
have been inadequately repaired and modernized at the time
of conversion. Since this new provision will have the
effect of protecting both the VA and veterans, we favor it.

Section 6 of the enrolled enactment amends the
Federal Credit Union Act (12 U.S.C. 1757) to permit loans
to be made in accordance with section 2(b) of the National
Housing Act and section 1819 of title 38, United States
Code. To the extent that this provision will serve to
stimulate greater lender participation in the VA mobile
home program and thus make more funds available to veterans
seeking guaranteed loans we favor it. But, since this
amendment is primarily of interest to the National Credit
Union Administration, we defer to the views of that agency.

It is estimated that the total first-year cost
of the enrolled enactment would be $3,300,000 and the
total five-year cost would be $37,382,800 A more detailed
cost estimate by fiscal year and by program is appended.



For the foregoing reasons, I recommend that the

President approve H. R. 15912,
1ncerely, éj?%%;;ééff

RICHARD L. ROUDEBUSH
Administrator

Enclosure



ESTIMATED COSTS OF THE ENROLLED ENACTMENT OF H.R. 15912

FOR FISCAL YEARS 1975 THROUGH 1979

General
Operating Expenses
Expense and Losses

Restoration of Entitlement

Total

(-)$ 233,000

122,000

40,000
200,000
380,000

265,000

35,400
56,700
62,800
69,800
75,700

300,400

0
10,000
50,000

125,000

180,000

365,000

FY 1975 (-)$ 280,000 $ 47,000
FY 1976 (-) 301,000 179,000
FY 1977 (-) 308,000 348,000
FY 1978 (-) 315,000 515,000
FY 1979 (-)__322.000 702.000
TOTAL (-)$1,526,000 $1,791,000
Automatic Processing

FY 1975 (-)$ 305,400 $ 270,000
FY 1976 (- 326,700 270,000
FY 1977 (- 332,800 270,000
FY 1978 (- 339,800 270,000
FY 1979 (- 345,700 270,000
TOTAL (-)$1,650,400 $1,350,000
$17.500 Guaranty

FY 1975 0 --

FY 1976 0 10,000
FY 1977 0 50,000
FY 1978 0 125,000
FY 1979 0 180,000
TOTAL 0 $ 365,000
Condominiums

FY 1975 $ 544,200 0

FY 1976 549,600 0

FY 1977 555,100 0

FY 1978 560,700 0

FY 1979 566,300 0
TOTAL 82,775,900 0

544,200
549,600
555,100
560,700
566,300

$2,775,900




General

Mobile Home lLoans (increase in loan amounts

elimination of 1975 termination date)

FY 1975
FY 1976
FY 1977
FY 1978
FY 1979
TOTAL

Operating Expenses

Expense and Losses
$ 100,000 $ 616,000
535,000 706,000
581,000 1,027,000
642,000 2,025,000
698,000 2,860,000
$2,556,000 $ 7,236,000

and

Total

$ 716,000
1,241,000
1,608,000
2,667,000
3,558,000

$ 9,790,000

Increase Specially Adapted Housing Grants to $25.,000

FY 1975
FY 1976
FY 1977
FY 1978
FY 1979
TOTAL

Loans on Used Mobile Homes

FY 1975
FY 1976
FY 1977
FY 1978
FY 1979
TOTAL

0 $ 1,790,200

0 4,875,000

0 4,689,000

0 4,590,000

0 4,314,000

0 320, 258,200

$ 218,000 $ 220,000
241,000 318,000
271,000 631,000
299,000 893,000
329.000 1,105,000
$1.358,000 S 3,167,000

Substitution of Entitlement

FY 1975
FY 1976
FY 1977
FY 1978
FY 1979
TOTAL

$ 80,000
85,000
89,000
93,000
98,000

S 445,000

OOCOCOOO

Total Estimated Cost

First Year
Second Year
Third Year
Fourth Year
Fifth Year

FIVE-YEAR TOTAL

$ 1,790,200
4,134,100
4,689,000
4,590,000
4,314,000

$19,517,300

$ 438,000
559,000
902,000

1,192,000
1,434,000

$ 4,525,000

$ 80,000
85,000
89,000
93,000
98,000

$ 445,000

$ 3,300,000
6,400,000
7,870,300
9,357,900
10,454,600

$37,382,800
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VETERANS ADMINISTRATION

. OFFICE OF THE ADMINISTRATOR OF VETERANS AFFAIRS
WASHINGTON, D.C. 20420

525 1974

The Honorable

Vance Hartke

Chairman, Committee on
Veterans' Affairs

United States Senate

Washington, D. C. 20510

Dear Mr. Chairman:

This is in reply to your request for a report on
S. 3883, 93d Congress.

The purpose of the bill is to amend chapter 37 of
title 38, United States Code, to improve the following basic
provisions of the veterans home loan programs and to elimi-
nate those provisions pertaining to the dormant farm and
business loans.

Subsection (&) of section 2 of the bill would
amend subscction 1802(b) of title 38, United States Code,
which provides for restoration of loan entitlement. Under
this new section the Administrator could restore a veteran's
loan guaranty entitlement if two requirements are met. First,
the property which secured a prior VA assisted lo.n must have
either been disposed of by the veteran for any reason, or
destroyed by fire or other natural hazard. Second, the prior
loan must have been paid-in-full, or the Administrator must
have been released from liability under the guaranty, or, if
the prior loan was foreclosed and VA paid a claim, the vet-
eran must repay in full any loss suffered by VA on such loan.
The Administrator may, however, waive either or both of these
conditions in appropriate cases.




The law presently provides, with respect to a
veteran, that the Veterans Administration may restore en-
titlement previously used to obtain a guaranteed, insured,
or direct loan if the property is taken, through condemnation
or otherwise, by a governmental body, or is lost or destroyed
through a natural hazard, or is disposed of for some compelling
reason devoid of fault on the part of the veteran.- With
respect to a serviceman, the Veterans Administration is re-
quired to restore entitlement used to purchase a home which
the serviceman has disposed of because of a transfer by the
service department, provided the loan is paid in full. 1In
the administration of the statutory authority, VA regulatioms
have always required that the Government's liability on a
veteran's loan must have been extinguished, which requires
for all practical purposes that the loan must have been paid
in full. The amendment regarding restoration only upon
payment in full, in effect, codifies the regulatory practice.

The removal of "compelling reasons devoid of fault"
would eliminate a statutory requirement that is susceptible
to varying interpretations and, hence, uneven application
throughout the system of VA field stations. Furthermore,
determinations of the validity of the reasons for disposal
of properties by veterans entail a substantial expenditure
of resources on the part of VA staff.

The bill would tend to desirably increase the
availability of loan benefits to veterans, but would not
affect their availability to servicemen. As to veterans,
the impact would be largely confined to those who have used
substantially all of their $12,500 entitlement for the
purchase of a home and who did not have a "compelling reason'
for disposing of their homes. Many desire or find a need
for a different or larger house for personal reasons. If
the prior loans of these veterans have been paid off, they
would be granted new entitlement in full for the purchase
of another home. This extended availability of GI loan
financing for such veterans will not substantially escalate
the Government's exposurc to loss. The waiver authority
proposed to be granted to the Administrator would be



exercised only in unusual situations such as where the
property is substantially damaged or destroyed by a natural
disaster.

Subsection (b) of section 2 of the bill would
amend present subsection 1802(d) by deleting clause (3)
thereof, which has become obsolete since the Department of
Housing and Urban Development program for certified agents
has been inoperative for years. 1In lieu thereof, a new
clause (3) would be inserted to authorize the Administrator
to permit any lender to process GI loans for both conven-
tionally built and mobile homes on an automatic guaranty
basis pursuant to standards established by the Administrator.

The automatic loan procedure facilitates the
closing of a loan, which is then reported to VA for guaranty,
as opposed to the lender submitting a loan application, with
supporting documents, to the VA, which then issues to the
lender a commitment to guarantee the loan when closed.

Under the auvtomatic procedure, the flow of the transaction,
from application to a lender for a loan to actual closing,
can be greatly expedited, thus resulting in better service
to the veteran-buyer. Under existing law, however, only
supervised lenders (e.g., banks, savings and loan associa-
tions, and insurance companies) have the privilege of
automatic processing. All other lenders rust submit loans
to VA for priocr approval.

Consumecr credit and finance companies which are
non-supervised lenders have not been participating to any
great extent in the VA mobile home loan program. Many such
lenders have been reluctant to process loans on a prior
approval basis, which entails more time to obtain commit-
ments from VA than the time required for completing loans
on a conventional basis. It is believed this provision
will serve to stimulate greater participation in the mobile
home loan program.

Under this subsection of the bill, VA would
¢ .80 be authorized to approve qualifying, non-supervised
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lenders to process loans for automatic guarantees for
veterans to finance conventionally built homes. Mortgage
companies originate about two-thirds of the loans which

VA guarantees on conventionally built homes. Some mortgage
companies have consistently demonstrated the capability and
expertise necessary for originating loans of satisfactory
quality. Considering the fact that loans processed auto-
matically entail substantially less workload demands on

VA, it is shortsighted to deny qualified mortgage companies
the opportunity to process loans in this manner. There is
ample reason to expect as satisfactory performance from
reliable mortgage companies originating large volumes of
loans as from some supervised lenders which are relatively
inactive in the program and, hence, unfamiliar with GI

loan requirements.

Subsection (c) of section 2 of the bill would
amend section 1803(c) of title 38 to permit veterans to pay
discounts when they obtain loans to:

(a) Refinance delinquent indebtedncss
(pursuant to section 1810(a)(5) of title 38);

(b) Repair or improve a dwelling the vet-
eran already owns;

(¢) Construct a dwelling on land the vet-
eran already owns;

(d) Purchase property from a party the
Administrator determines to be unable to pay
such a discount.

Veterans are not permitted to pay discounts,
since, if they were to do so, they might be paying an
interest rate in excess of the permitted maximum. An
exception to this rule is refinancing loans made pursuant
to section 1810(a)(5) of title 38, since that section now
specifically permits discounts to be paid by veterans.
Section 3(1) of the bill deletes the discount provision



relating to refinancing loans from section 1810(a)(5) of
title 38 in favor of placing it into the proposed subsection
1803(c)(3), which will include all four situations where the
veteran will be permitted to pay discounts.

As a general rule, veterans may not pay discounts
since to do so would result in payment of interest _in excess
of the maximum rate authorized by law. Thus, the only party
available to pay discounts is the seller. The proposed amend-
ment to permit veterans to pay discounts in certain specified
instances is in recognition of the fact that in the enumerated
instances there is no builder or seller involved (or the seller
is a party who is legally barred from paying a discount, e.g.,
a trustee in bankruptcy). Hence, either the veteran must pay
the discount or he will not be able to obtain the loan he seeks.

Section 1810(a) (5) which authorizes the Administrator
to guarantee refinancing loans recognizes this fact and permits
the veteran to pay a discount when required by a lender. (VA,
by regulation, requires that the discount not be in excess of
that determined by VA to be "reasonsble.') Section 3(i) of
S. 3883 merely moves this provision from section 1810(a)(5) of
title 38 to section 1803(c) of title 38,

Item (b), which refers to a loan to repair or improve
a dwelling is included to cover the type of case wherein a
veteran owns a home obtained with a GL loan, desires to improve
or repailr the dwelling, and the holder of the GI loan is willing
to makc the loan provided it is paild a discount. It could also
include a case where a veteran owns his home free and clear and
a lender is willing to make him a GI loan to repair or improve
his home provided a discount is paid. Since no builder or
seller is involved, the veteran ordinarily is unable to obtain
the loan since he is not permitted to pay a discount., The
incidence of such cases is very small.

Item (c), which refers to a loan to construct a
dwelling on land the veteran already owns, is concerned with
a situation which occurs only infrequently. 1In a typical case,



the veteran owns his lot and acts as his own contractor in
building his home, usually doing part of the work himself

and perhaps hiring subcontractors for such things as plumbing
or electrical work. He has a lender willing to make a GI
loan when the house is completed but the lender requires pay-
ment of a discount. Unless the veteran legally is permitted
to pay the discount required, he is unable to obtain his GI
loan. We do not construe this provision in any way to
constitute a device to permit builders to pass the payment of
discounts on to veteran purchasers.

Lastdy; item (d) concerns itself with the relatively
rare case where the seller of an existing property is legally
prohibited from paying discounts, e.g., a trustee in bankruptcy.
Where a veteran desires to purchase such a home and is willing
to pay the discount required by the lender, we believe he should
not be denied GI financing.

In summary, we recommend adoption of the proposed
amendment to section 1803(c) of title 38..

Subsection (d) of section 2 of the bill would amend
section 1804 (c) of title 38 to require only one occupancy
certification, made at the time of the loan closing, on loans
processed on an automatic basis. This section of title 38
currently requires veteraas to certify, both at the time they
apply for the loans and at the time the loans are closed, that
they intend to cccupy the properties securing the loans ars
their homes. :

In the case of loans submitted to VA on a prior
approval basis, compliance with this statute is no problem
as the VA forms for loan guaranty applications and the VA
loan closing reports contain the necessary certifications.
On loans processed for automatic guaranty, VA does not receive
the paperwork from the lender until after closing. The loan
epplications are made on tle form used by lenders for all their
Thans and do not contain the special VA occupancy certification.




The VA has distributed to automatic lenders VA Form 26-=1820a
which contains the occupancy certification. This form is
supposed to be executed by veterans when they apply for loans.
However, it is too often overlooked, especially with changes
in lender personnel, and often when submitted it bears the
same date as the loan closing. The administrative problem of
getting lenders to have veterans sign this form at the appro-
priate time increases regional office workload with little
apparent success. '

In view of the administrative problems caused by
this requirement on automatically processed loans, we consider
this amendment appropriate.

Subsection (e) of section 2 of the¢ bill would amend
subsections 1804(b) and (d) of title 38 to remove the require-
ment that, when VA suspends a builder, lender or broker based
upon disciplinary action teken by the Secretary of Housing
and Urban Development, the HUD sanction must have been taken
under section 512 of the National Housing Act. Under this
same section of the National Housing Act, HUD can suspend a
builder or lender when VA has suspended a party under section
1804(b) or (d). This amendment would have the effect of per-
mitting VA to refuse to do business with any party suspended
by HUD, regardless of whether HUD's debarment is based on
section 512 of the National Housing Act cr some other authority
in the Act.

The Vetevans Administration has often been placed
in the embarrassing position of having to do business with
a firm after it has been debarred by HUD for serious misconduct,
because the Secretary of HUD has imposed a sanction against
the party under authority other than section 512 of the National
Housing Act. 1In these cases, VA often does not have sufficient
evidence of its own which involves GI loans to prove similar
misconduct in VA cases. We therefore recommend that this amend-
ment be accepted.
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Currently, subsections 1804(b) and (d) permit the
Administrator to suspend parties from participation in the
Loan Guaranty Program for various actions deemed to be contrary
to the interests of veterans or of the United States. It also
permits the Administrator to suspend any party against whom a
similar sanction is imposed by HUD under section 512 of the
National Housing Act. HUD, however, has authority to suspend
program participants under more than one statute, and often
invokes an authority other than section 512 in taking disci-
plinary action. This often places VA in the embarrassing
position of having to continue to do business with a firm after
it has been debarred by HUD for serious misconduct,

Section 3 of the bill amends section 1810 of title 38,
United States Code, in three ways. The first change is technical
in nature. Section 3(1) deletes the discount provisions relating
to refinancing loans from section 1810(a)(5) of title 38 in
favor of placing it into the proposed subsection 1803(c) (3).

Section 3(2) of the bill would agmend subsection
1810(c) of title 38 to increase the maximum loan guarantee
amount from $12,500 to $17,500.

With the increases that have occurrcd in the prices
in homes since May 7, 1968, the effective date of Public Law
90-301, which raised the maximum guaranty from $7,500 to
$12,500, the present §12,500 guarantee does not afford an
adequate safeguard for lenders on the larger loeiis that are now
being processed. Ipn fiscal year 1974, the average GIL loan was
$25,100; the maximum $12,500 guarantee, therefcre, provided only
49.8 percent coverage. As the loan amount incieases, the per-
centage that is guaranteed decreases. The average loan amount
has been increasing each year. With continued increases in the
size of the loans guaranteed, it is desirable to increase the
maximum guarantee amount in order to maintain the 60 percent
ratio indicated in section 1803 of title 38. Unless the maximum
guarantee is increased, we belicve that lenders will abandon GI
loans in growing numbers. An increase in the maximum guarantee
will not significantly increase the expenses and losses in the
program. We, therefore, consider the proposed increase in the
maximum guaranty appropriate,



Section 3(3) of the bill would amend subsection
1810(d) of title 38 to eliminate the provision which restricts
the VA guarantee of condominium lcans to those projects where
the Secretary of Housing and Urban Development has insured at
least one loan under section 234 of the National Housging Act.
Because of the limited number of condomiis ums processed under
section 234, veteran purchasers have been limited to a relatively
narrow selection of units and have been precluded from using
their loan benefits to finance condominium units from the total
available market. Elimination of the requirement that one loan
must be insured under section 234 would make one~-family
residential condominium properties generally available for VA
guaranteed loan purposes and would be a desirable improvement,

Section 4 of the bill would amend subsection
1811(d) (2) (A) of title 38 which relates to direct loans, by
changing the ratio for determining the amount of guarantee
entitlement used when a direct loan is made to a veteran. The
amendment would not change the maximum direct loan amount, but
would provide for a lesscr charge against entitlement for a
comparable loan. This is a perfecting change, consistent with
the increase in the maximum guarantee.

Section 5 of the Dbill would amend section 1819 of
title 38, relating to mobile home loans. This section indefi-
nitely extends the life of VA's mobile home loan guaranty program.
Separate provisions are also made in this section for maximum
loan limitation for double~wide mobile homes, as contrasted with
31n¢lc ~wide mobile homes. The maximum loan for single-wide

obile home loans would be increased from $10,000 to $12,500 and
new loan maximums and maturiities weald be establiched for double-
wide mobile howe loans. Further, the bill would provide author-
ity, for the first time, to guarantee a loan for the purpose of
acquiring a lot and making necessary site preparations upon which
to place a mobile home unit already owned by a veteran.

Section 1819(c) of title 38 provides that the VA
r hile home program will end July 1, 1975. Section 5(10) of
bill repeals this termination provision. 1In recent years,



mobile homes have represented a substantial share of all
single family dwelling units available for purchase, and
approximately 80 percent of all new homes sold for under
$20,000. This program, therefore, is extremely important
in providing lower income veterans with suitable housing.

The present $10,000 maximum loan amount is
inadequate to finance better quality and the larger (l4-foot
to 16~foot wide) mobile homes. The proposed increase to
$12,500 would alleviate this problem. Double-wide mobile
homes also have found a more receptive market, but are even
costlier, requiring maximum loans up to $15,000, and 15-~-year
terms, as proposed.

These changes would permit veterans to finance the
purchase of better quality and larger mobile homes with GI
loens than is now possible. The present statutory maximum
of $10,000 for mobile homes largely relegates the VA program
to a level serving only the most modestly priced segment of
the market. At present, any veteran who desires to buy a
large single-wide or a double-wide mobile home would find it
necessary to put up so much downpayment under the GIL loan
program that he is, in effect, deprived of the benefits of a
VA guaranteed loan.

There are veterans who purchased mcbile homes prior
to the time authority was granted for VA to guarantec mobile
home loans and others who have purchased, or will purchase,
mobile homes without using VA loans to finance their homes.

The guarantee of loans to purchase lots for mobile homes,
usually at a cost significantly below that of renting sites,
would grant to such veterans the same benefits presently avail-
able to veterans who finance their mobile homes with VA
assistance. As a practical matter, the proposal, if enacted,
is not likely to result in any significant volume of loans,
because lenders generally will not be interested in such
financing due to the small loan amounts that would be involved.
Nonetheleos, as the law now provides, the finasacing of just a
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mobile home site is precluded even if the veteran could make
such arrangements with a lender. To the extent that such
financing can be secured, we believe it would be desirable
to have the authority to guarantee such purchases.

We propose one technical change. Section 5(1) of
the bill calls for inserting the phrase "or the mobile home
lot guaranty benefit, or both," in certain places in title 38.
We.believe the word "loan" should be placed between "lot' and
"guaranty" in this insertion, since VA would be guaranteeing
a loan for the purchase of a lot, not guaranteeing the lot
itself.

Section 6(a) of the bill would amend title 38 by
deleting sections 1812, 1813, 1814, and 1822. Neither the
farm loan progiram (section 1812) nor the business loan program
(section 1813) affords a viable benefit to veterans. Due to
the relatively restrictive terms of a VA guaranteed farm or
business loan, and the availability of more attractive programs
administered by the Sm2ll Business Administration and the
Farmers Home Administration, lenders have nct been making such
loans., For example, in 1851, VA guaranteed 42,000 business
loans. Since that time, the volume has dwindled to negligible
preportions, and in fiscal year 1274 only two business loans
were guaranteed. The peak year for guaranteed farm loans was
1947, when 20,000 were guaranteed., In the interval, there heas
been a steady sharp decline year after year through fiscal
year 1974, when only eight farm loans were guaranteed.

The refinagncing authority in title 38 in section
1810(a) (5), obviates the need for the similar provision in
section 1814(a)(l). The deletions of sections 1812 and 1813,
as propesed, will render section 1814(a)(2) meaningless. The
remaining provision, section 1814(a)(3), which permits the
guarantee of loans to pay delinquent taxes or assessments,
does not afford a vieble benefit since lenders are not willing
to make such loans under the VA program. In this connection,
it may be noted that taxes and assessments are liens on dwell-
in: s and, therefore, can be refinanced under section 1810(a) (5)
of title 38.
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Section 1810(b)(5) now 1limits the VA loan to the
reasonable value of the property as determined by the
Administrator. 1In effect, it now permits the veteran to
pay a sales price in exc ss of such value. Tormerly, a loan
could not be guaranteed or insured when the sales price was
in excess of the reasouable value thereol as determined by
VA. Section 1822(a) was, therefore, amended by Public Law
90-301 to eliminate loans guarantced under section 1810,
With the proposed deletion of sections 1812 and 1813, as
provided in this bill, section 1822 will become mcanln ess
and should be deleted. "

Sections 6(b) and 7 of the bill contain technical
amendments to seciions 1803(a)(l), 1803(b), 1803(d), 1815(b),
1818(a), and 1818(c), and the table of sections at the
beginning of chapter 37 of title 38, required by the deletions
of sections 1812, 1813, 1814, and 1622,

The deletion of the reference to section 1815 in
sections 1818(a) and 1818(c) found in subsections (6) and (7)
of cection 7 of the bill would permit poot~Korewn veterans to
obtain insured home loang wnich are now available only to
World Wer [I and Korean confliict velerans. Very few lendere,
however, now have their loans insured rather than gus antecd.
HOLGVO"’ there ie ne valld veason for maintaining the exicting
unwarranted dist! -ction between classes of veterans.

Section & of the bill would amend section 802 of
title 38 to increase from $17,500 to $25,000 Lhd maximum grant
VA could make, pursuant to chapter 21 of this title, to cexrtain
disabled ve ﬁerau( to assist Lhem in acquiring Ui able housing
units specially adapted to the nature of their disabilities.

The g¢pecially adepted housing grant is limited to
50 percent of the total cost of the house. Veterans may use
their VA guaranteed or direct loan ent 1tlemcnr oxr obtain con-
vonutional finencing to cobtain the remainder of the money
1 cessary to purchase or coanstruct their howmes.

12
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The grant for specially adapted housing was set
at $10,000 by Public Law 702 (80th Congress) in 1948. It
was increased to $12,500 in 1969 (P.L. 91-22) and to the
present $17,500 in 1272 (P.L. 92-341). 1In FY 1972, the
average total cost to a veteran for a new, spe 01a11y adapted
house was $38,744. This cost rose to $45,155 for FY 1973
and $48,510 in FY 1974. 1In July 1974, the last month for
which such data is available, this ave age was $53,500. We
anticipate these costs will continue to incwease. We,
therefore, believe the proposed increase is watvranted.

Section 9 of the bill provides that sections 2(b)
(authorizing the Administrator to permit any lender to
process loans for automatic guaranty) and 3(3) (relating to
condominium loans) shall become effective 90 days after the
bill's enactment. Since carrying out these two sections will
require special administrative preparations, thoe delayed
effective date is appropriate. This scction further provides
that the remainder of the bill should becowme cffective on
enactment.

The estimated total first- -year cost of the bill,
if enacted, would be $5,810,8C0, and the total 5- year coot
would be $ 5,561,500, The annual coct for the firsi 5 years
for each of the elements of the bill is reflected in an
attachment to this report

In view of the foregoing, the Veterans Administre-
tion favors the enactment of S. 3883.

We are advised by the Office of Mans
Budget that there is no objection {o the pres:d

program.

Sincerely,

RICHARD L. ROUD:BGUSH
Acting Administraior
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ESTIMATED COSTS OF S. 3883

FOR FISCAL YEARS 1975 THROUGH 1979

Restoration of Entitlement

FY 1975
FY 1976
FY 1977
FY 1978
FY 1979
TOTAL

(-)
(-)
(=)
(-)
()
e (=)

Automatic Processing

FY 1975
FY 1976
FY 1977
FY 1978
FY 1979
TOTAL

$17,500

(-)
(=)
()
(-)
(-)
(-)

Guaranty

FY 1975
FY 1976
FY 1977
FY 1978
FY 1979
TOTAL

Condominiums

FY 1975
FY 1976
FYy 1977
- FY 1978
Y 1979
TOTAL

General
Operating Expenses
Expense and Losses Total
$ 280,000 $ 47,000 (-)$233,000
301,000 179,000 (=) 122,000
308,000 348,000 (+) 40,000
315,000 515,000 (+) 200,000
322,000 702,000 (+) 380,000
$1,526,000 $1,791,000 (+)$265,000
$§ 305,400 $ 270,000 (-)$ 35,400
326,700 270,000 (=) 56,700
332,800 270,000 (=) 62,800
339,800 270,000 (-) 69,800
345,700 270,000 (=)__75,700
$1,650,400 $1,350,000 (~)$300,400
0 -- 0
0 $ 10,000 $ 10,000
0 50,000 50,000
0 125,000 125,000
0 _180,000 _180,000
0 $365,000 $365,000
$ 544,200 0 $ 544,200
549,600 0 549,600
555,100 0 555,100
560,700 0 560,700
566,300 0 566,300
$2,775,900 0 $2,775,900



Mobile Home Loans Loans

General

Operating

Expense

Expenses
and Losses

elimination of 1975 termination date)

FY 1975
FY 1976
FY 1977
FYy 1978
FY 1979
TOTAL

Increase SAH Grants to $25,000

Total

(increase in loan amounts and

$ 100,000 $ 560,000 $ 660,000
535,000 642,000 1,177,000
581,000 934,000 1,515,000
642,000 1,841,000 2,483,000
698,000 2,600,000 3,298,000

$7,556,000  $6,577,000  $9,133,000

FY 1975
FY 1976
FY 1977
FY 1978
FY 1979
TOTAL

Total Estimated

Costk

0 $ 4,875,000 $ 4,875,000
0 4,875,000 4,875,000
0 4,689,000 4,689,000
0 4,590,000 4,590,000
0 4,314,000 4,314,000
0 $23,343,000 $23,343,000

First Year
Second Year
Third Year
Fourth Year
Fifth Year

FIVE-YEAR TOTAL

$ 5,810,800
6,432,900
6,786,300
7,888,900
8.662.600

$35,581,500
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NATIONAL CREDIT UNION ADMINISTRATION
Washington, D.C. 20456

GC/JLS: vhw
Office of General Counsel December 20 » 197“

Mr. W. H. Rommel
Assistant Director

for legislative Reference
Office of Management and Budget
Executive Office of the President
Washington, D. C. 20503

Dear Mr. Rommel:

This will acknowledge your request of Decenber 19, 1974, for
our views and recommendations on enrolled bill H.R. 15912.

We have no objections to the subject enrolled bill.

yours N

L. OSTBY
General Counsel



THE GENERAL COUNSEL OF THE TREASURY

WASHINGTON, D.C. 20220

DEC 24 1974

Director, Office of Management and Budget
Executive Office of the President
Washington, D. C. 20503

Attention: Assistant Director for Legislative
Reference

Sir:

Reference is made to your request for the views of this
Department on the enrolled enactment of H.R. 15912, "To amend
chapter 37 of title 38, United States Code, to improve the
basic provisions of the veterans home loan programs and to
eliminate those provisions pertaining to the dormant farm
and business loans, and for other purposes.”

The enrolled enactment would authorize the Administrator
of the Veterans Administration to restore entitlement to
guaranteed, insured, or direct loans provided any prior GI
loan has been paid in full and the property has been disposed
of by the veteran; permit any lender to process GI loans on
an automatic guarantee basis; increase the maximum loan
guarantee from $12,500 to $17,500; authorize GI loans to
acquire individual condominimum units without the prerequisite
of HUD insurance on at least one loan in the project; increase
the maximum amounts and maturities of guaranteed loans for
mobile homes; provide authority to guarantee loans for acquiring
a mobile home lot and making necessary site preparations;
increase the maximum amount of the grant payable for specially
adapted housing from $17,500 to $25,000; and delete present
authority to guarantee loans for the purchase of farms and
farm equipment, business property, and to refinance delinquent
indebtedness.

In reports to the House Committee on Veterans' Affairs
the Veterans Administration recommended enactment of H.R. 9578,
a similar bill, if it was amended as they suggested. The
enrolled enactment contains these amendments.



The Department has no recommendation to make with respect
to the enrolled enactment.

Sincerely yours,

78
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General Counsel






93p CoNGRESS HOUSE OF REPRESENTATIVES { REerorT
© 2d Session No. 93-1232

THE VETERANS’ HOUSING ACT OF 1974

Jury 29, 1974—Committed to the Committee of the Whole House on the
State of the Union and ordered to be printed

i

Mr. Teacug, from the Committee on Veterans’ Affairs,
submitted the following

"REPORT

[To accompany H.R. 15912]

The Committee on Veterans’ Affairs, to whom was referred the
bill (H.R. 15912) to amend chapter 37 of title 38, United States Code,
to improve the basic provisions of the veterans’ home loan programs
and to eliminate those provisions pertaining to the dormant farm and
business loans, and for other purposes, having considered the same,
report, favorably thereon, by unanimous voice vote, with amendments,
and recommend that the bill, as amended, do pass.

The amendments are as follow :

Page 7, after line 22, add a new paragraph (12) as follows: -

“(12) Paragraph (1) of subsection (c) is amended by deleting in
the first sentence the clause :

“or for the purchase of a used mobile home which is the security
for a prior loan guaranteed or made under this section or for a
loan guaranteed, insured or made by another Federal agency,”.

and inserting in lieu thereof the following : '

“or for the purchase of a used mobile home which, meets or
exceeds minlmum requirements for construction, design, and gen-
eral acceptability prescribed by the Administrator,”.

Page 9, after line 4, add the following new section :

“Sec. 10. The provisions of this Act shall become effective the first
day of the first calendar month following the date of enactment,
except that sections 2(b) and 3(b) shall become effective ninety days
after the date of endctment of this Act.”

ExpranaTion OF THE BirLn

The bill is designed to accomplish the following major objectives:
1. It would permit the’ Administrator to restore a veteran’s entitle-
ment to a guaranteed, insured or direct loan provided a prior GI loan
has been paid in full and the property has been disposed of by the
veteran. The law presently provides that the VA may restore entitle-
38-006 '
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ment previously used if the propenty is taken, through condemnation
or otherwise, by a governmental body, or 1s lost or des‘qroyed through
a natural hazard, or is disposed of for some compelling reason de-
void of fault on the part of the veteran. That portion of the amend-
ment regarding restoration only upon payment in full in effect codi-
fies the regulatory practice. The removal of “compelling reasons de-
void of fault” would eliminate a statutory requirerment that 1s sus-
ceptible to varying interpretations and hence, uneven application
throughout the system of VA field stations. Furthermore, determi-
nations of the validity of the reasons for the disposal of properties
by veterans entail a substantial expenditure of resources on the part
f VA staff. L

Of'I\‘ilis Sprovision would tend to increase the availability of loan bene-
fits to veterans rather than servicemen. The impact would be largfsl_v
confined to those who have used substantially all of their $1‘2,000
entitlement for the purchase of a home and who did not have a “com-
pelling reason” for disposing of their homes. o

The amendment will continue the discretionary authority 1‘n‘the
Administrator to waive either or both of the mandatory conditions
prerequisite to such restoration in certain deserving situations.

9. It would authorize the Administrator to permit any lender to
process GI conventional home or mobile home loans on an automatic
guaranty basis pursuant to standards established by the Administra-
tor. At the present time, only supervised lenders (e.g., banks, sav-
ings and loan associations and insurance companies) are authorized
to automatically guarantee VA loans. Because of this limitation, con-
sumer credit and finance companies which are nonsupervised, have
been precluded from such automatic guarantee status. The bill would
permit the Administrator to establish standards which, if met by
any lender, would enable that lender to process loans to be auto-
matically guaranteed by the VA without the necessity of obtaining
prior approval. This will greatly speed the loan obtaining process
for veterans. The Committee also believes this provision will serve
to stimulate greater participation in the mobile home loan program.

2. Tt increases the maximum loan guarantee from $12,500 to $15,000.
From June 22, 1944 to September 1, 1951. the maximum loan guarantee
was $4,000. From September 1, 1951 to May 7, 1968, 1t was $7,500.T(‘)n
May 7, 1968 the maximum guarantee was 'ralsed tq $12,500. W ith
rapid increases that have.occurred in the prices of homes since 1968,
the present guarantee does not afford a reasonable opportunity for
the veteran and his family to purchase a home unless he is able to
make a substantial downpayment. If the veteran is to continue to
obtain loans with no downpayment or very low down payment 1n
today’s housing market, the maximum guarantee must be mcreased.

According to the Veterans Administration an increase in the maxi-
mum guarantee will not significantly increase the expenses and losses
in the home loan program. .

4. It would authorize the making of loans to acquire individual
condominium units without the present prerequisite that the Depart-
ment of Housing and Urban Development has issued insurance on
at least one loan in the project. Due to the limited number of condo-
miniums processed under section 234 of the National Housing Act,
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veteran purchasers have been limited to a relatively narrow selection
of units and have been precluded from using their loan benefits to
finance condominum units from the total available market. This has
severe}ly limited the availability of VA financing for veterans badly
in need of shelter. The Committee recognizes that living styles have
changed considerably during the past few years and one of the out-
growths of these changes has been the use of condominiums as well
as mohile homes. Housing experts have cited a number of reasons
for the rapid growth of condominiums and it would appear that the
trend is not a temporary one.

5. The bill would increase the maximum loan guarantee for mobile
homes from 30 percent to 50 percent, bringing it more in line witl
the guarantee for conventional home loans. Separate provisions are
made in the bill for maximum loan limitation for double-wide mobile
homes, as contrasted with single-wide mobile homes. The maxiumum
loan for single-wide mobile home loans would be increased from
$10,000'to $12,500 and establish a new loan maximum of $15,000 for
double-wide mobile home units. The present statutory maximum of "
$10,000 for mobile homes largely relegates the VA program to a level
serving only the most modestly priced segment of the market. At
present, any veteran who desires to buy a large single-wide or a
double-wide mobile home would find it necessary to put up so much
downpayment under the GI loan program that he is, in effect, deprived
of the benefits of a VA guaranteed loan. .

6. The bill would also provide authority, for the first time, to guar-
antee a loan for the purpose of acquiring a lot and making necessary
site preparations upon which to place a mobile home unit already
owned by a veteran, ,

7. Under present law, no loans may be made for the purchase of
mobile homes after July 1, 1975. The bill would delete section 1819 (o).
of chapter 37, Title 38, that prohibits the Administrator from making
loans to purchase mobile homes and mobile home lots on and after
July 1, 1975. When the Veterans’ Housing Act of 1970 was under con-
sideration, the Congress recognized that many young veterans do not
have the resources with which to pay rapidly esca ating prices for
conventionally built homes. The Act, therefore, authorized VA to
guarantee loans on mobile homes in order “to make available lower
cost housing to low and lower-income veterans, especially those who
have been recently discharged . ..” According to the Veterans Admin-
istration, the total number of mobile homes guaranteed to date num-
ber 14,624. This represents only a small proportion of the total loans
guaranteed ; however, it appears that veterans obtaining VA mobile
home loans are, for the most part, those for whom the program was
intended. The VA reports that the average veteran obtaining a mobile
home loan in calendar year 1973 had a monthly income of $523 and
assets of $580, compared to $739 average monthly income and $2,375
average assets for veterans receiving VA loans for conventionally built
homes. In addition, mobile home buyers were younger, as demon-
strated by the fact that 40% were 26 years old or less, compared to
20% of conventional home purchasers in the same age group. More
than three-fourths of the veterans obtaining mobile home loans were
Vietnam Era veterans. '
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With a view toward developing a larger volume of mobile home
loans and encouraging more widespread participation of dealers and
lenders, the Veterans Administration has instituted several programs
that are discussed later on in this report. Experience by VA in the
mobile home loan program shows that the program is meeting the
needs of those for whom it was intended and the Committee is now
recommending that the program be extended on a permanent basis.

8. The bill would increase the maximum amount of the grant pay-
able for specially adapted housing for disabled veterans from $17,500
to $20,000. The grant was set at $10,000 by Public Law 702 (80th
Congress) in 1948. It was increased to $12,500 in 1969 (Public Law
91-22), and again increased to the present maximum of $17,500 in
1972 (Public Law 92-341). According to the Veterans Administration,
in fiscal year 1971 the average total cost to a veteran for a new, speci-
ally adapted: house was $35,990. This cost rose to $38,744 for fiscal year
1972 and to $45,155 for fiscal year 1973. It is anticipated that the aver-
age cost for fiscal year 1974 will be even higher ($48,107 is a tentative
estimate). .
SECTION-BY-SECTION ANALYSIS OF THE BILL

Section 1. This captions the Act as the “Veterans’ Housing Act of
19747 :

- Section 2. Amends section 1802(b) to permit the Administrator to
restore a veteran’s entitlement to a guaranteed, insured or direct loan
provided a prior GI loan has been paid in full and the {)ropel"ty has
been disposed of by the veteran. The Administrator will continue to
have authority to restore a veteran’s entitlement when circumstances
warrant even though these conditions can not be met. Also amended
is section 1802(d) to authorize automatic guaranty of loans made by
a lender other than a supervised lender provided such lender has prior
approval by the Administrator. The provision for automatic guaranty
of loans by mortgagees designated by the Secretary of Housing and
Urban Development as certified agents is deleted as that program is no
longer in effect. .

Section 3. Amends section 1810(c) to increase the maximum dollar
amount of guaranty from $12,500 to $15,000. It also- amends section
1810(d) to delete the requirement that the Secretary of Housing and
Urban Development must have issued evidence of insurance on at least
one loan for the purchase of a one-family unit in a condominium proj-
eet before the Administrator may make a loan to a veteran to purchase
a unit in the project. ' ) )

Section 4. Is a technical amendment to.further implement the in-
crease in the guaranty from $12,500 to $15,000. This is accomplished
by amending section 1811(d)(2) (A) to delete $12,500 each place
where it appears and insert $15,000 to correspond to the amendment
to section 1810(c). ' . . )

Section 5. Amends section 1819 to provide for loans to purchase
lots on which to place mobile home units already owned by veterans.
Tt also amends the section to increase the maximum permissible

loan amount for a single wide mobile home to $12,500 and to-

provide a separate maximum of $15,000 for double wide units. The
present 12 year loan maturity is retained but the loan maturity for

b)

double wide units is established at 15 years. Further, the guaranty on
mobile homes is increased from 30 percent to 50 percent. It also deletes
section 1819(o) that prohibits the Administrator from making loans
to purchase mobile homes and mobile home lots on and after July 1,
1975. Finally, the provision for guaranteeing a loan on the purchase
of a used mobile home is liberalized in that it will no longer be re-
quired that such a used mobile home must have been the security for a
prior guaranteed loan. In administering this provision it is the inten-
tion of the Committee that the Administrator provide adequate safe-
guards and criteria with respect to the value, quality and condition
of used mobile homes on which loan applications are made. '

Section 6. Amends chapter 37 by deleting sections 1812, “Purchase
of farms and farm equipment”, 1818, “Purchase of business property”,
1814, “Loans to refinance delinquent indebtedness”, and 1822, “Re-
covery of damages”.

Section 7. Contains technical amendments to sections 1803 (a) (1),
1803 (b), 1803(d), 1815(b), 1818(a), and 1818(c) required by the de-
letion of sections 1812, 1813, 1814, and 1822. The deletion of the refer-
ence to section 1815 in section 1818(a) and 1818(c) will give veterans
who served after January 31, 1955, benefit rights under the “insured
ioan program” comparable to those enjoyed by veterans of prior con-
flicts so that all veterans would enjoy like benefits under the “guaran-
teed load program”, the “direct loan program?”, and the “insured loan
program”.

Section 8. Amends chapter 21, section 802, to increase the maximum
amount of the grant payable for specially adapted housing for certain
severely disabled veterans from $17,500 to $20,000.

Section 9. Amends the table of sections at the beginning of chapter
37 to reflect the deletion of sections 1812, 1813, 1814, and 1822.

Section 10. This section represents a Committee amendment dealing
with effective dates for the various provisions of the bill. The bill
generally would be effective the date of enactment; however, it was
recently brought to the attention of the Committee that two of the
provisions should have a reasonable deferred effective date in order
to afford the VA adequate time to appropriately implement the provi-
sions. These provisions deal with the extension of the automatic loan
provision to non-supervised lenders and, secondly, the provision that
would shift the burden of initial review of condominium projects upon
the VA. Implementation of this provision will entail the preparation
of detailed plans, procedures and forms for reviews of not only the
physical plan or structure, but also the legal documents relating to the
cendominium project, cost of maintaining the common property, and
assuring that any management agreements to be entered into are fair
to all concerned. Accordingly, with regard to these two provisions the
Committee concluded that a 90 day deferred effective date would not
be unreasonable.

Estimatts or Cost

The Committee has determined that the estimated total first-year
cost of the bill, if enacted would be $2,467,800 and the total first five-
vear cost would be $20,235,000. A detailed breakdown of these costs
follows.
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ESTIMATED -COSTS QF H.R. 15912 FOR FISCAL YEARS 1975 THROUGH 1979

General

Hon. Wum. JenNINGs Bryan Dorn,

operating Exoenses
expense and fosses Total
A. Reinstatement:
Fiscal year—
—$280, 000 $47, 000 —3$233, 000
—301, 000 179, 000 —122,000
—308, 000 348, 000 --40, 000
—315,000 515, 000 200, 000
—322, 000 702, 000 +-380, 000
Total e —1, 526, 000 1, 791, 000 -+265, 000
B. Automatic processing:
Fiscal year— .
—305, 400 270, 000 —135, 400
—326, 700 270, 000 —56, 700
—332, 800 270,000 —62, 800
—339, 800 270, 000 —69, 800
—345,700 270, 000 —15,700
—1, 650, 400 1, 350, 000 --300, 400
C. $15,000 guaranty:
Fiscal year—
1975 e 0 e
0 5,000 5, 000
0 25,000 25,000
0 62,500 62, 500
0 90, 000 90, 000
0 182, 500 182, 500
D.
544, 200 0 544, 200
549, 600 0 549, 600
555, 100 0 555, 100
560, 700 0 560, 700
566, 300 0 566, 300
Total s o 2,775,900 0 2,775, 900
E. Mobile home loans (increases in loan amounts, increase in percent of ' )
guaranty and elimination of 1975 termination date):
Fiscal vear— - . :
100, 000 467, 000 567, 000
535, 000 696, 000 1,231,000

581, 000 1,001, 000 1, 582, 000
642, 000 1,994, 00D 2, 636, 000
698, 000 2,817,000 3, 515, 000

Total e 2, 556, 000 6, 975, 000 9, 531, 000
F. Increase SAH grants to $20,000:
* Fiscal year— .

1975 1,625, 000 1, 625, 000
1,62
1, 5
1,5
1

o | ooCcoO

Total estimated cost:
ISt year. e
2d year___
3d year___
4th year_ _
5th year____

S-year total o e

AcgENcY Rerorts

‘There follow the Veterans Administration report on the predecessor
bill (H.R. 9578) and the statement of Edward A. Echols, Director,
Loan Guaranty Service, Veterans Administration, when he appeared
before the Subcommittee on Housing during hearings on May 23, 1974.
This statement contains very helnful information as to the current
status of the various VA veterans’ housing programs.

-
{

VETERANS’ ADMINISTRATION,

OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS,
Washington, D.C., April 18, 1974.
Chairman, Commattee on Veterans’ Affairs, House of Representatives,
Washington, D.C. ’ :

Dear Mr. CHamrman : This is in reply to your request for a report
on H.R. 9578, 93d Congress.

The purpose of the bill is to amend chapter 37 of title 38, United
States Code, to improve the basic provisions of the veterans home loan
programs and to eliminate those provisions pertaining to the dormant
farm and business loans, and for other purposes.

Subsection (a) of section 2 of the bill would amend subsection
1802(b) of title 38, United States Code, which provides for restora-
tion of loan entitlement, first, by removing the requirement for a de-
termination that the veteran has disposed of property financed with
guaranteed, insured, or direct loans for “compelling reasons devoid
of fault” on his part, and second, by incorporating into the statute the
regulatory requirement that the veteran’s previous GI loan has been
paid in full or the Administrator has been released from liability as
to the loan.

The law presently provides, with respect to a veteran, that the Vet-
erans’ Administration may restore entitlement previously used to ob-
tain a guaranteed, insured, or direct loan if the property is taken,

_through condemnation or otherwise, by a governmental body, or is lost

or destroyed through a natural hazard, or is disposed of for some
compelling reason devoid of fault on the part of the veteran, and with
respect to a_serviceman, the Veterans’ Administration is required to
restore entitlement used to purchase a home which the serviceman must
dispose of because of a transfer by the service department, provided
the loan is paid in full. In the administration of the statutory au-

“thority, VA regulations have always required that the Government’s

liability on a veteran’s loan must have been extinguished, which re-
quires for all practical purposes that the loan must have been pald in
full. The amendment regarding restoration only upon payment in full,
in effect, codifies the regulatory practice. L

The removal of “compelling reasons devoid of fault” would elimi-
nate a statutory requirement that is susceptible to varying interpreta-
tions and, hence, uneven application throughout the system of VA field
stations. Furthermore, determinations of the validity of the reasons
for the disposal of properties by veterans entail a substantial expendi-
ture of resources on the part of VA staff.

The bill would tend to desirably increase the availability of loan
benefits to veterans, but would not affect their availability to service-
men. As to veterans, the impact would be largely confined to those
who have nsed substantially all of their $12,500 entitlement for the
purchase of a home and who did not have a “compelling reason” for
disposing of their homes. Many desire or find a need for a different or
larger house for personal reasons. If the prior loans of these veterans
have been paid off, they would be granted new entitlement in full for
the purchase of another home. And, this extended availability of GI
loan financing for such veterans will not substantially escalate the
Government’s exposure to loss. .
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We note, this proposed amendment to subsection 1802(b) requires
that both of the two conditions be satisfied before the Administrator
may restore entitlement; first, that the property has been disposed of
by the veteran, or has been destroyed by fire or other natural hazard,
and second, that the loan has been repaid in full or the Administrator
has been released from liability, or, if the Administrator has suffered
a loss, such loss has been paid in full. Heretofore, under the current
law the Administrator has had authority to exercise a measure of dis-
cretion and has authorized waiver of the repayment in full require-
ments in certain circumstances. For example, waivers have been
granted where the property was disposed of because of having been
substantially damaged by flood, landslide, subsidence, or other unusual
circumstance, or the builder is unable to correct construction defects
upon the veteran’s request therefor and purchases the property from
the veteran but is unable to pay off the VA guaranteed loan in connec-
tion with such purchase. By making these revised conditions manda-
tory, the amendment would remove such discretion and preclude
restoration of entitlement in a number of deserving situations. We
believe that occasions will continue to arise when it would be appropri-
atc for the Administrator to restore a veteran’s entitlement even
though the above conditions cannot be met. Accordingly, we recom-
mend that subsection. 2(a) of the bill be amended by adding a new
subparagraph (3) as follows:

(8) Notwithstanding the foregoing, the Administrator may,
in any case involving circumstances he deems appropriate, waive
either or both of the above-named requirements. '

Subsection (b) of section 2 of the bill would amend present sub-
section 1802{d) by deleting clause (3) thereof, which has become
obsolete since the Department of Housing and Urban Development
program for certified agents has been inoperative for years. In lieu
thereof, a new clause (3) would be inserted to authorize the Admin-
istrator to permit any lender to process GI conventional home or
mobile home loans on'an automatic guaranty basis pursuant to stand-
ards established by the Administrator. : .

The automatic loan procedure facilitates the closing of a loan, which
is then reported to the VA for guaranty, as opposed to the lender sub-
mitting a loan application; with supporting documents, to the VA,
which then issues to the lender a commitment to guarantee the loan
when closed. Under the automatic procedure, the flow of the trans-
action, from application to a lender for a loan to actual closing, can
be greatly expedited, thus resulting in better service to the veteran-
huyer. Under existing law, however, only supervised lenders (e.g.,
banks, savings and loan associations, and insurance companies) have
the privilege of automatic processing. All other lenders must submit
loans to VA for prior approval. )

Consumer credit and finance companies which are non-supervised
lenders have not been participating to anv great extent in the VA
mobile home loan program. Many such lenders have been reluctant to
process loans on a prior approval basis, which entails more time to
obtain commitments from VA than the time required for complet-
ing loans on a conventional basis. Tt is believed this provision will
serve to stimulate greater participation in the mobile home loan
program. '
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Under this subsection of the bill, VA would also be authorized to
approve qualifying non-supervised lenders to process loans for auto-
matic guarantees for veterans to finance conventionally built homes.
Mortgage companies originate about two-thirds of the loans which
VA guarantees on conventionally built homes. Some mortgage com-
panies have consistently demonstrated the capability and expertise
necessary for originating loans of satisfactory quality. Considering the
fact that loans processed automatically entail substantially less work-
load demands on VA, it is shortsighted to deny qualified mortgage
companies the opportunity to process loans in this manner. There-is
ample reason to expect as satisfactory performance from reliable mort-
gage companies originating large volumes of loans as from some su-
pervised lenders which are relatively inactive in the program and,
hence, unfamiliar wth GT loan requirements. ‘

Subsection (a) of section 3 of the bill would amend subsection
1810(c) of title 38 to increase the maximum loan guarantee amount

~ from $12,500 to $15,000.

With the increases that have occurred in the prices of homes since
May 7, 1968, the effective date of Public Law 90-301, which raised the
maximum guarantee from $7,500 to $12,500, the present $12,500 guar-
antee does not afford an adequate safeguard for lenders on the larger
loans that are now being processed. In fiscal year 1973, the average GI
loan was $23,450 ; the maximum $12,500 guarantee, therefore, provided
only 53.3-percent coverage. As the loan amount increases, the per-
centage that is guaranteed decreases. The average loan amount has
been increasing in the area of 5 to 7 percent each year. With continued
increases in the size of loans guaranteed, it is desirable to increase the
maximum guarantee amount in order to maintain the 60-percent ratio
indicated in section 1808 of chapter 87. Unless the maximum guarantee
1s increased, we believe that lenders will abandon GI loans in growing
numbers. An increase in the maximum guarantee will not significantly

~ Increase the expenses and losses in the program.

Subsection (b) of section 3 of the bill would amend subsection
1810(d) of title 38 to eliminate the provision which restricts the VA
guarantee of condominium loans to those projects where the Secretary
of Housing and Urban Development has insured at least one loan
under section 234 of the National Housing Act. Because of the limited
number of condominiums processed under section 234, veteran pur-
chasers have been limited to a relativelv narrow selection of units and
have been precluded from using their loan benefits to finance condo-
minium units from the total available market. Elimination of the re-
quirement that one loan must be insured under section 234 would make
one-family residential condomininm proverties cenerally available for
VA gunaranteed loan purposes and wonld be a desirable improvement.

Section 4 of the bill would amend subsection 1811(d) (2)(A) of
title 38, United States Code. which relates to direct loans, by changing
the ratio for determining the amount of onarantee entitlement used
when a direct loan is made to a veteran. The amendment would not
change the maximum direct loan amount, but would provide for a
lesser charge against entitlement for a comparable loan. This is a
perfecting change, consistent with the increase in the maximum guar-
antee from $12.500 to $15,000 under section 3 of the bill.

Section 5 of the bill would amend section 1819 of title 38 relatine
to mobile home loans. The maximum guarantee would be increased

H. Rept, 93-1232— 2
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om 30 to 50 percent of the loan. Separate provisions are made in the
f)l';llmor maximgnn loan limitation for double-wide mobile homes,fas
contrasted with single-wide mobile homes. The maximum loar(l)o 21-
single-wide mobile home loans would be increased from $10},3. : 3
$12,500 and new loan maximums and maturities would be establis _3
for double-wide mobile home loans. Further, the bill would provi ?
authority, for the first time, to guarantee a loan for the purpOSﬁ_oh
acquiring a lot and making necessary site preparations upon whic
to place a mobile home unit already owned by a veteran. o f
The present $10,000 maximum loan amount is n}adequatg .10 hnan:e
better quality and larger (14-foot to 16-foot wide) m? 1 eD orgls:
The proposed increase to $12,500 would alleviate this prob e:rr;; bOE e
wide mobile homes also have found a more receptive marked, lg ari
even costlier, requiring maximum loans up to $15,000, an -yea
osed.
ter{?}fg; S Eﬂgﬁges would permit veterans to finance the purchase (;f
better quality and larger mobile homes with GI loans than ]kf'?ov}iol;r?es
sible. The present statutory maximum of §10,000 for mi) 15 nes
largely relegates the VA program to a level serving on yt he mv};.o
modestly priced segment of the market. At present, any x}vle eranyw he
desires to buy a large single-wide or a double-wide mobile b }(l)meG }s 3)11
find it necessary to put up so much downpayment under t }i oan
program that he is, in effect, deprived of the benefits of a VA guaran-
tee’i‘.ihi(l)'gnére veterans who purchased mobile homes prior to the tlm(ei
authority was granted for VA to guarantee mobile home lozu;l's}rlan‘C
others who have purchased, or will purchase, mobile homes withou
using VA loans to finance their homes. The guarantee of loans to p}lllré
chase lots for mobile homes, usually at a cost significantly below tha
of renting sites, would grant to such veterans the same beneﬁt_:shprels&-
ently available to veterans who finance their mobile homes wit. .le
assistance. As a practical matter; the proposal, if enacted, is not 1i ﬁly
to result in any significant volume of loans, because lenders generally
will not be interested in such financing due to the small loan amounts
that would be involved. Nonetheless, as the lJaw now provides, the
financing of just a mobile home site is precluded even if the veteraﬁ
could make such arrangements with a lender. To the extent that suc
financing can be secured, }vlve beli}eve it would be desirable to have the
authority to guarantee such purchases. .
uf&s me}rrltioﬁed, section b 011[5) the bill also would provide for a change
in paragraph (3) of subsection (c¢) of section 1819 to increase the maxi-
num guarantee on mobile home loans from 30 percent to 50 percent.
The guarantee of a loan by VA serves as a substitute for the safeguard
afforded Jenders by the substantial downpayments made by borrowers
mecident to obtaining conventional loans. In other words, the 30-
percent guarantee by VA stands in the place of a 30-percent down-
payment and, if the guarantee were to be increased to 50 percent, such
action would afford lenders and holders with a security equivalent to
that which would be derived from 50 percent downpayments. There
has been no indication that in the financing of mobile homes lenders
generally are demanding 30 percent downpayments, much less 50 per-
cent. On the other hand, some lenders appear to believe that a guaran-
tee larger than 30 percent is desirable, presumably in the belief that
an increase would improve the security of investments in VA guaran-
teed mobile home loans currently yielding 12 percent. An examination

11

of most of the guarantee claims paid to date, however, demonstrates
that in the vast majority of cases the present 30-percent guarantee has
adequately insulated the holders of the loans against loss. In view of
the foregoing, there appears to be no need for an increase in the maxi-
mum guarantee. T

Section 6 of the bill would amend the structural defects provisions
of section 1827, title 38, United States Code, by including existing
dwelling units where owners request assistance within 2 years from
date their loans were made, guaranteed, or insured. Under the present
law, the responsibility of the VA for the correction of major defects
is applicable only to new homes which have been subject to required
VA or FHA compliance inspections during the course of construction.

The present liability witﬁerespect to new construction, is limited
and mitigated by a series of inspections during construction by quali-
fied staff or fee personnel to insure quality construction in compliance
with previously submitted plans and specifications conforming to
prescribed minimum property standards. Further, each veteran pur-
chaser must be furnished with a I-year warranty from the builder, in
accordance with section 1804(a) of title 88. Such warranty gives the
purchaser a direct remedy against the builder-seller should major
structural deficiencies develop. If the builder fails to honor the war-
ranty, the VA can apply sanctions against the builder in accordance
with section 1804 (b) of title 38, and be subrogated to any legal rights
the borrower may have.

These safeguards would not apply to existing properties which are
appraised for the purpose of establishing their market values for de-
termination of the maximum loans that the VA can guarantee or
insure. On a completed buildin » defects can seldom be readily  de-
tected where the “bone” structure is covered from view. While the
appraiser does report any readily observable conditions which affect
the safety, durability, and sanitation of the dwelling, as well as obvi-
ous structural deficiencies, latent defects more often than not can-
not be detected or predicted by an appraiser unless he indulges in
sheer speculation. In order to safeguard against losses, the VA
would have to consider requiring sellers or purchasers to stand the
delay and expense of examinations by qualified building inspectors
or technicians, to include plumbing, heating, electrical, and roofing
items. Warranties backed by surety bonds or cash escrows from sellers
would also be desirable, but many sellers would be unwilling or lack
the resources to agred thereto. Consequently, the opportunities to pur-
chase existing properties would be much less available to veterans.

Section 6 would be a substantial departure from the fact that ap-
praisals on existm%properties are intended only to establish values
for loan purposes. Enactment of the section would have the effect of
adding a new concept of insurance against-major defects. We are op-
posed to such an extension.

Section 7 of the bill would amend chapter 37 of title 38, United
States Code, by deleting sections 1812, 1813, 1814, and 1822.

Neither the farm loan program nor the business loan program
affords a viable benefit to vetérans. Due to the relatively restrictive
terms of a VA guaranteed farm or business loan, and the availability
of more attractive programs administered by the Small Business Ad-
ministration and the Farmers Home Administration, lenders have not
been making such loans. For example, in 1951, VA guaranteed 42,000
business loans under section 1813. Since that time, the volume has
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dwindled to negligible proportions, and in fiscal year 1973 only three
business loans were guranteed. The peak year for guaranteed farm
Joans was 1947, when 20,000 were guaranteed. In the interval, there
has been a steady sharp decline year after year through fiscal year
1973, when only seven farm loans were guaranteed. .

The refinancing authority in title 38, United States Code, section
1810(a) (5), obviates the need for the similar provision in section
1814(a) (1). The deletions of sections 1812 and 1813, as proposed, will
render section 1814 (a) (2) meaningless. The remaining provision, sec-
tion 1814(2)(3), which permits the guarantee of loans to pay de-
linquent taxes or assessments, does not afford a viable benefit since
lenders are not willing to make such loans under the VA program.
Tn this connection, it may be noted that taxes and assessments are
liens on dwellings and therefore, can be refinanced under 38 United
States Code 1810(a) (5). ‘

Section 1810(b) (5) now limits the VA loan to the reasonable value
of the property as determined by the Administrator. In effect, it now

permits the veteran to pay a sales price in excess of such value. For-
merly, a loan could not be guaranteed or insured when the sales price
in excess of the reasonable value thereof as determinedby VA. Section
1822(a) was, therefore, amended by Public Law 90-301 to eliminate
loans guaranteed under section 1810. With the proposed deletion of
sections 1812 and 1813, as provided in this bill, section 1822 will become
meaningless and should be deleted.

Section 8 -of the bill contains technical amendments to sections
1803(a) (1), 1803 (b), 1803(d), 1815(b), 1818(a), and 1818(c) re-
quired by the deletions of sections 1812, 1813, 1814, and 1822.

The deletion of the reference to section 1815 in sections 1818(a) and
1818(c) found in subsections (f) and (g) of section 8, would permit
post-Korean veterans to obtain insured home loans which are now
available only to World War II and Korean conflict veterans. Verv
few lenders now have their loans insured rather than guaranteed.
Further, there is no reason for maintaining the existing unwarranted
distinction between classes of veterans.

The estimated total first-year cost of the bill, if enacted, would be
$817,300, and the total 5-year cost would be $6,069,400. The annual
cost for the first 5 years for each of the major elements of the bill is
reflected in an attachment to this report..

With the exception of the provision of section 5 of the bill, which
increases the guarantee on mobile home loans from 30 to 50 percent,
and the exception to the provision of section 6, which provides for
correction of structural defects in existing dwellings, and with the

inclusion of the proposed amendment to subsection 2(a), to grant dis-
cretionary waiver authority, the Veterans’ Administration favors
enactmeént of H.R. 9578. T

We are advised by the Office of Management and Budget that there
is no objection to the presentation of this report from the standpoint
of the administration’s program.

Sincerely, : ‘
.R. RoupERUSH,
Deputy Administrator
: (In the absence of
Donald E. Johnson, Administrator)
Enclosure. '
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ESTIMATED COSTS OF H.R. 9578 FOR FISCAL YEARS 1975 THROUGH 1979

[Note: Committee has adopted updated i p. 5, infra.]
General
operating Expenses
expense and losses Total

A. Reinstatement:
1975

—$280, 000 $47, 000 —$233,000°
—301, 000 179, 000 —122, 000
—308, 000 348, 000 —-40, 000
~315,000 515, 000 +200, 000
~322,000 702, 000 —380, 000
B 1 TS SR —1, 526, 000 1,791,000 265, 000
B. Automatic processing: : .
74T ~—305, 400 270, 000
.- - —326, 700 270,000
—322, 800 270, 000

—339, 800 270,000
345,700 27¢, 000

Total e —1, 650, 400 1, 350, 000

100, 0

..........................................................

1 Increases in loan amounts. -

StarEMENT OF EDWARD A. Ecmovrs, Direcror, Loan GuaranTy
" SERVICE, VETERANS’ ADMINISTRATION

Mr. Chairman and Members of the Subcommittee, it is a pleasure
to appear before you today to review the progress which has been
made by the Veterans Administration in the administration of the
home loan program -and to present our views on H.R. 9578 which
would make certain changes in the program. ‘

During calendar year 1973, VA guaranteed 321,533 loans to veterans.
This was the highest calendar year total in 17 years, except for 1972,
when 375,492 loans were guaranteed by VA. The cumulative number
of loans guaranteed by VA increased to 8,657,851 on December 31,
1973, for an aggregate principal amount of $102.3 billion. All but 12 of
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. the loans guaranteed in calendar year 1973, and nearly 97% of the
cumulative total have been home loans, including both loans on con-
ventionally built homes and mobile homes.

Through the first quarter of calendar year 1974, the volume of new
loans guaranteed added up to 68,000—or 20.5% below the total in the
comparable period of caléndar year 1973. Although there was such a
decline in the January-March period of this year, VA guaranteed
more loans to finance home purchase or construction during the first
quarter of this year than in the same quarter in all the other years in
the period 1957-1971. )

Calendar year 1974 so far has brought a period of mortgage credit
stringency, the energy problem and other factors that have caused the
decline in VA home loan activity. The demand for housing credit re-
mains strong, however. This, in part, reflects the continued impact of
the Veterans’ Housing Act of 1970, which included the removal of de-
limiting dates applicable to the eligibility of veterans and provided for
the blanket reinstatement of all expired. unused entitlement of World
War IT and Korean Conflict veterans. Presently, there are 27 million
veterans in civil life who could be eligible for VA guaranteed home
loans. The number of living veterans is increasing, and World War IT
and Korean Conflict veterans now constitute less than 65% of the total
veteran population. Demographically, the program has the prospect
of high levels of activity for at least the next ten years.

The recent decline in housing starts will not have as great an impact
on VA loan activity as might be expected, since only about 28% of the
loans currently being guaranteed by VA are for newly .constructed
homes.

Despite the sharp rise in prices of homes, nearly 75% of veteran
homebuyers continue to obtain no-downpayment loans. The average
purchase price of homes obtained with no-downpayment loans in cal-
endar year 1973, however, was only $23,071, compared to an average
purchase price of $28,069 for homes purchased with downpayment
loans. Taken in the ageregate—both downpayment and no-downpay-
ment Joans together—the average purchase price in calendar year 1973
was $24.423. That average is divisible into $27,289 for new construc-
tion and $23,319 for existing, previously occupied homes.

When the Veterans’ Housing Act of 1970 was under consideration,
the Congress recognized that manv voung veterans do not have the
resources with which to pay rapidly escalating prices for coven-
tionally built homes. The Act. therefore. authorized VA to cuarantee
loans on mobile homes, which nationwide, account for 80% of the
new homes sold for under $20,000, in order “to make available lower
cost housing to low and lower income veterans, especially those who
have been recently discharged....”

The total number of mobile homes guaranteed to date, numbering
14,624, represents only a small proportion of the total loans guaran-
teed. However, it apears that vetetans obtaining VA mobile home
loans are, for the most part, those for whom the program was in-
tended. For example, the average veteran obtaining a mobile home
loan in calendar year 1973 had a monthly income of $528 and assets
of $580, compared to $739 average monthly income and $2,375 average
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assets for veterans receiving VA loans for conventionally built homes.
In addition, mobile home buyers were younger, as demonstrated by
the fact that 40% were 26 years old or less, compared to 20% of
conventional home purchasers in the same group. More than three-
fourths of the vetcrans obtaining mobile home loans are Vietnam
Era veterans. . _

With the view toward developing a larger volume of mobile home
loans and encouraging more widespread participation of dealers and
lenders, VA field stations have been authorized to approve super-
vised lenders for automatic processing of mobile home loans, with
instructions not to impose any arbitrary requirements upon designa-
tion of lenders as automatic mobile home lenders. Field stations also
have been instructed to increase promotional efforts in respect to
mobile homes by conducting seminars for lenders, dealers and manu-
facturers, making presentations at meetings of appropriate trade
organizations, visiting with lenders, dealers and manufacturers to
encourage their participation in the program, and disseminating
infgrmation about the program to the public through all available
media. |

The VA direct loan program, which assists veterans living in rural
areas, small cities and towns ‘where VA guaranteed loans are not
available generally from private lenders, has provided loans to more
than 819,000 veterans, in an aggregate amount of $3.1 billion, since
its inception in 1950. I the past several years, the demand for direct
loans has declined because of the general availability of private funds
for guaranteed loans. There were only 2,888 direct loans made in
calendar year 1973. "

The average amount of the direct loans made in calendar year 1973
was $16.196, contrasted to the $23,921 average for home loans guar-
anteed in the same period. The lower average amount for direct
loans has been influenced to some extent by the $25,000 limitation on
the amount of direct loans. Guaranteed loans, with a limitation on
the amount of the guaranty, but no limitation on the loan amount,
reflect rising costs of homes more quickly than do direct loans. Also,
housing costs in rural areas and small towns generally have been lower
t.ha1i1 such costs in urban areas where ‘most guaranteed loans are
made.

Current estimates project a level of activity of about 2,500 direct
loans for the whole of calendar year 1974. About 80% of all the
counties in the United States are eligible for direct loans, but only
20% of the veteran population lives in such places. In calendar year
1973, more than 30,000 veterans living in places eligible for direct
féans obtained guaranteed loans, compared to the 2,888 who obtained
direct loans. If the veterans living in direct loan areas were to be
faced with a dwindling supply of funds for guaranteed loans, there

could be an increase in the level of direct loan activity.

On a cumulative basis, more than 649 of all loans guaranteed and
made have been made to World War II veterans, 19% to Korean
Conflict veterans and 16% to post-Korean veterans. These figures, of
course, reflect the much larger number of World War II veterans and
the longer period of time they have been eligible for VA loans. The
tigures for calendar year 1973 activity, however, present an entirely
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different picture. Of the 322,000 loans guaranteed, about 275,000—or
more than 85%—went to post-IKorean veterans and servicemen, with
Jess than 10% going to World War II veterans and 5% to Korean
Conflict veterans. Since the average age of World War II veterans is
now 54 years and Korean Conflict veterans average 44 years, compared
to an average of 30 years for post-Korean veterans, certainly the pre-
ponderance of the demand for VA loans in future years will come from
the post-Korean veteran population. '

Considering the large proportion of VA loans made with no down-
payments, the overall foreclosure rate of 3.5% through calendar year
1978 compares favorably with the credit risk experience on other types
of loans. The result in this respect is due primarily to the credit-
worthiness of veteran homebuyers. VA devotes considerable attention
to the servicing of defaults reported on VA loans, and about 85% of
the defaults reported are cured or withdrawn.

Even when a default cannot be cured and a foreclosure ensues, VA
makes every effort possible to minimize the loss to the Government.
Instead of only paying a claim for the amount of the guaranty, VA
usually acquires the property securing the loan from the holder and
then sells it. This procedure has two advantages. It makes VA guaran-
teed loans more attractive by relieving the holders of the need for dis-
posing of the properties and by making the holders whale, that is,
paving them in full for the outstanding debts, plus expenses associated
with foreclosures. Since the property is usually valued at considerably
more than the amount of guaranty, VA reduces the loss to the Govern-
ment by acquiring and selling the property.

Since the beginning of the VA loan program in the waning days of
World War 11, 339,000 properties have been acquired and 828,000 dis-
posed of, leaving an inventory as of December 31, 1973, of 11,046
properties. This was somewhat higher than the 10,741 on hand at the

end of calendar year 1972, but about half the inventory on hand a few .

ears ago. .

Y To facilitate the disposal of acquired properties, VA sells them on
liberal terms, such as, 30-year maturities or longer, with little or no
downpayments and interest usually no more than one-half percent
higher than the guaranteed loan rate. The loans established from the
sale of acquired properties are known as vendee accounts, and they
become part of the VA loan portfolio—along with direct loans and a
small number of guaranteed loans acquired from holders in efforts to
extend indulgence to defaulting obligors.

Funds reauired for making direct Joans and for all operatine ex-
penses and’ losses, exclusive of administrative expenses, are realized
principally from sales of portfolio loans to private investors. Direct
loans are sold with the same 60% guaranty applicable to guaranteed
lnans originated by private lenders. Vendee accounts are sold sub-
ject to repurchase in the event of default. Cumulatively, through
December 31, 1973, nearlv $1.8 billion of vendee accounts and $886
million of direct Joans had been sold. ‘

Funds derived from loan sales are deposited in the Loan Guaranty
Revolving Fund and the Direct Loan Revolving Fund as apnropriate.
On December 31, 1973, the balance in the Loan Guarantv Revolving
Fund was $438 million and the Direct Loan Revolving Fund had a
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balance-of $833 million. The net result of operations as of that date
was a profit of $263 million from making direct loans and a loss of
$135 million from the guaranty of loans, or a net gain of $128 million
from the two funds taken together.

At this point, it would be appropriate to review in some detail VA
experience with defaults on mobile home loans. As of March 31, 1974,
a cumulative total of 663 guaranty claims on mobile home loans had
been paid, totaling $1,351,784. That number of claims represented
4.5% of the 14,624 mobile home loans guaranteed through the same
date. During calendar year 1973, 415 claims were paid, substantially
more than the 102 paid in calendar year 1972. An increase in claims
experience was expected, due to increased exposure. By the end of
1972, there had been 7,538 mobile home loans guaranteed. One year
later, the cumulative total of mobile home loans guaranteed had risen
to 13,551, ‘ .

Included in the claims paid were 111 partial claim payments with
a continuance of liability under indemnity agreements. This is a
new Erocedure’ which VA has developed, permitting the holder to
sell the property after repossession to an acceptable. purchaser who
will contract to pay the amount of the loan indebtedness or a portion
thereof, with VA agreeing to indemnify the holder to the extent of
its liability under the guaranty; by providing such indemnification,
VA, in effect, postpones the payment of a maximnm claim and may
avoid payment of a claim liability entirely. The continuance of
lability is undertaken to reduce the potential loss under the guaranty.
In those cases where the property is valued at less than the total
indebtedness, VA may agree to pay the holder a claim under loan
guaranty for the difference between the indebtedness and the amount -
the purchaser has agreed to pay for the property and continune VA’s
liability on the remaining indebtedness. The 111 partial claim pay-
glents averaged $736, while the remaining 552 claim payments averaged

2.354.47.

Notices of default received in calendar year 1973 totaled 2119,
about three times the 709 reported in calendar year 1972. During
the first quarter of calendar year 1974, the volume of defaults reported
added up to 799, compared to 411 reported in a comparable period
of calendar 1973. The effective default cure ratio was 65% as of March
31, 1974, indicating that. one out of three loans reported in default
results in termination by repossession or foreclosure.

The reasons for default leading to liquidation vary, but the predom-
inate reason reported by holders has been improper regard for obli-
gations. This eategory represents about 86% of the claims vouchered by
VA, over half of which involved abandonment of units where the real
cause of the default could not be ascertained. Curtailment of income,
unemployment, or discharge from the Armed Forces account for 21%
of the liquidations. Marital difficulties and divorce at 13% are the next
most frequent causes, followed by excessive obligations at 10%. All
other reasons comprise the remaining 20%, including bankruptcy, job
transfer, unsatisfactory equipment, illness or death, and so forth.

The mobile home loan default rate and the number of claims paid
rose steadily during calendar year 1973 from a year earlier, as more
loans were being closed and guaranteed. A substantial portion of the

. H. Rept. 93-1232—-8
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defaults involved transitory military personnel who purchase mobile
home units while stationed near military bases. When they subse-
quently received orders to transfer to a new duty station or are dis-
charged, they frequently find themselves unable to dispose of the
unit %y sale or assumption because the resale value of the.unit 1s usu-
ally less than the amount owed on the loan. .
Within the last year or so special emphasis has been placed on im-
proving the program and making it more responsive to the housing
credit needs of veterans. The Committee may be interested in some of
the changes made: ] '

Starting on September 25 of last year, every newly discharged
veteran from the Armed Forces now receives a computer-gen-
erated certificate of eligibility for loan purposes, together with an
explanation of the benefits available under the VA loan program.

The automatic issuance of certificates of eligibility eliminates
the need for newly discharged veterans to apply to VA and pro-
duce evidence of qualifying service in order to obtain cretificates
of eligibility. ' )

Every veteran obtaining a VA loan must certify that he occu-
pies or intends to occupy the property as his home. In some in-
stances in the past, loans have been rejected because of criterra
established by field stations with the view to testing the validity
of the certifications. Such criteria usually involved distance, mile-
age or travel time between the property and the veteran’s place of
employment. ) )

To avoid such occurrences, all field stations have been directed
to abandon such tests and to accept the occupancy certification in
every case where it can reasonably be presumed that the prop-
erty will be the veteran’s home. . o

Tn determining the reasonable value of proposed construction, a
cost index of all components of construction is used to compute the
replacement cost of the completed property. For years, VA main-
tained its own cost system for such purpose at each field station.
Keeping these systems was an expensive and time-consuming
process, not always accomplished in a timely manner.

Accordingly, arrangements were made to replace the VA cost
.system with commercial systems which best reflect prevailing
market costs. This action has served to ensure the compilation of

appraised values more nearly in concert with builders’ costs. It
should also enhance the possibility of veterans obtaining 100%
financing for new homes. . .

Long-standing VA policy has provided for the income of a
veteran’s spouse to be taken into account in determining the
ability of the veteran to repay a loan obligation. However, the
spouse’s income was usually applied by field stations only to off-
set short-term debts and other local rules had been developed that
had the effect of vitiating programwide policy. To assure uni-
formity in application of VA’s policy, all VA field stations have
been instructed to give full recognition of the income and expenses
of both veteran and spouse in determing the ability of the
veteran to repay 2 loan obligation.

19

In 1970, VA initiated a counselling program to assist minority
homebuyers. The program was started in Los Angeles and hds
subsequently been extended to 16 cities. An extension of the pro-
gram to 12 additional cities is under way. The objectives ‘of the
counselling are to improve the opportunities for minority vet-
erans to become homeowners and to increase the probability that
such persons, after obtaining VA guaranteed or portfolio loans,
will successfully discharge their responsibilities as mortgagors
and homeowners.

Mr. Chairman, I would now like to comment on H:R. 9578 which is
pending before your Committee. This measure is an omnibus bill to
improve the basic provisions of the veterans home loan program.

Our report filed with your Committee on April 18, 1974, favors all
but two of the provisions of that proposal. I would like to briefly
summarize our position ‘on the measure and mention the two items
which we oppose, and to suggest a proposed amendment.

This bill will accomplish a number of changes beneficial to veterans
and helpful to us in the administration of these programs. We urge
your favorable consideration of those sections which will (1) provide
for restoration of used entitlement when the loan is paid in full; (2)
grant automatic processing authority to certain lenders who are not
‘supervised lenders”; (3) increase the maximum guaranty from $12,-
500 to $15,000; (4) authorize the making of loans to acquire individual
condominium units without the present prerequisite that HUD has
issued insurance on at least one loan in the project; (5) change the
ratio for determining the amount of guaranty entitlement used when a
direct loan is made to a veteran; (6) increase the maximum loan
from $10,000 to $12,500 on single wide mobile homes, provide for
double wide mobile homes, and provide for the purchase of a lot on
which to place a mobile home owned by the veteran; (7) delete sec-
tions 1812, 1813, 1814 and 1822 of title 38, since these sections no longer
provide viable benefits to veterans. While we favor restoration of used
entitlement, our report on H.R. 9578 recommends that subsection 2(a)
of the bill be amended to also grant discretionary authority to the
Administrator to waive either or both of the mandatory conditions
prerequisite to such restoration, in certain deserving situations. Lan-
guage to effect such change is set out in our report on the bill.

_The Veterans Administration does-not favor two provisions of the
bill. The first would increase the guaranty en mobile home loans from
30 to 50 percent. The 30 percent guaranty by VA stands in the place of
a 30 percent downpayment and, 1f the guaranty were to be increased to
50 percent, lenders and holders would be provided security equiv-
alent to that which would be derived from 50 percent downpayments.
There has been no indication that in the financing of mobile homes
lenders generally are demanding 30 percent downpayments, much less
50 percent downpayments. We believe that the present 30 percent
fuaranty adequately insulates the holders of mobile home loans against
oss. The second item provides for correction of structural defects in
existing dwellings. VA appraisers report readily observable conditions
which affect the safety, durability, and santitation of a dwelling, as
well as obvious structural defects. Latent defects normally cannot be
detected, and to safeguard against losses the VA would have to con-
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sider requiring sellers, or purchasers, to stand the delay and expense of
examinations gby qualified building inspectors or technicians, to in-
clude plumbing, heating, electrical and roofing items. A Warranti by
the seller might also be necessary. The delay and expense of such an
inspection and warranty would, we believe, reduce the opportunities
for veterans to purchase existing dwellings with a VA loan.

This provision would be a substantial departure from the fact that
appraisals on existing properties are intended only to establish values
for loan purposes. Enactment of this section would have the effect of
adding a new concept of insurance against major defects.

In summary, Mr. Chairman, we %avor enactment of all of the pro-

visions of H.R. 9578, except sections 5 and 6 and recommend the,

suggested amendment to section 2(a). The Office of Management and
Budget has advised that there is no objection to the presentation of
this statement to your Committee. .
This concludes my statement Mr. Chairman. We will endeavor to
answer any questions the Committee may have.
* o * * * * * % ,

VETERANS’ ADMINISTRATION,
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS,
Washington, D.C.,July 1,187},
Hon. Wu. JENNINGS Bryan Dorn,
Chairman, Committee on Veterans’ Affairs, House of Representatives,
Washington, D.C.

Dear Mr. CaamrMaN : This will respond to your request for a report
by the Veterans Administration on H.R. 15293, 93d Congress, a bill
“To amend title 88, United States Code, to increase the maximum
amount of the grant payable for specially adapted housing for dis-
abled veterans.” )

The bill would increase from $17,500 to $20,000 the maximum grant
VA could make pursuant to chapter 21 of title 38, United States Code,
to certain disabled veterans to assist them in acquiring suitable hous-
ing units specially adapted to the nature of their disabilities. .

The grant for specially adapted housing was set at $10,000 by Public
Law 702 (80th Congress) in 1948. The 6ongress increased the maxi-
mum grant to $12,500 in 1969 (Public Law 91-22) and again increased
it to the present maximum of $17,500 in 1972 (Public Law 92-341). In
FY 1971, the average total cost to a veteran for a new, specially
adapted house was $35,990. This cost rose to $38,744 for FY 1972 and
to $45,155 for FY 1973. We anticipate that the average cost for FY
1974 will be even higher. :

Veterans eligible for specially adapted housing usually can also
qualify for a direct loan of up to $25,000 to supplement the specially
adapted housing grant. However, even if a veteran were to receive the
current maximum grant and maximum direct loan, the total would fall
short of the average cost of a specially adapted house. In view thereof,

an increase in the maximum grant to $20,000 for this especially de-

serving group would appear fully warranted.

21

We estimate that the maximum cost for the first five years of this
bill, if enacted, would be $7,781,000. This amount assumes an effective
date of july 1, 1974. A breakdown of the total cost is as follows:

* Number of
. grants Costs

Fiscal year:
1976 e P 650 $1, 625, 000
550 1, 625, 000
625 1, 563, 000
612 1, 530, 000
575 1,438,000
Total........ . 7,781,000

For the foregoing reasons, the Veterans Administration favors en-
actment of H.R. 15293,

We were advised by the Office of Management and Budget in con-
nection with a report to the Senate Committee on Veterans’ Affairs on
S. 3077, a bill identical to H.R. 15293, that there was no objection to
the Presentation of the report from the standpoint of the Administra-
tion’s program.

Sincerely,
R. L. RoupeBUsH,
Deputy Administrator
(In the absence of
Donald E. Johnson, Administrator).

Craxeres 1v ExistiNe Law Mape 8y TaE B1L, As RerorTep

In compliance with clause 8 of Rule XIII of the Rules of the House’
of Representatives, changes in existing law made by the bill, as re-
ported, are shown as follows (existing law proposed to be omitted is
enclosed in black brackets, new matter is printed in italics, existing law
in which no change is proposed is shown in roman) :

TITLE 38 OF THE UNITED STATES CODE

* * * * * % o

CuAPTER 21—SpEciartry. AparTEp Housing ¥or DisaBLED VETERANS

* * * * * * L
§ 802. LIMITATIONS ON ASSISTANCE FURNISHED
. The assistance authorized by section 801 of this title shall be limited
in the case of any veteran to one housing unit, and necessary land
therefor, and shall be afforded under one of the following plans, at the
option of the veteran but shall not exceed [$17,5003 $20,000 in any
one case— 4 :
(1) where the veteran elects to construct a housing unit on land
to be acquired by him, the Administrator shall pay not to exceed
50 per centum of the total cost to the veteran of (A) the housing
unit and (B) the necessary land upon which it is to be situated



“Sec.
1801.
1802,
1803.
1804.
1805.
1806.

1810.
1811
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(2) where the veteran elects to construct a housing unit on land '

acquired by him prior to application for assistance under this
chapter, the Administrator shall pay not to exceed the smaller
of the following sums: (A) 50 per centum of the cost of the vet-
eran of the housing unit and the land necessary for such housing
unit, or (B) 50 per centum of the cost to the veteran of the
housing unit plus the full amount of the unpaid balance, if any,
of the cost of the veteran of the land necessary for such housing
unit; _

(3) Where the veteran elects to remodel a dwelling which
is not adapted to the requirements of his disability, acquired by
him prior to application for assistance under this chapter, the
Administrator shall pay not to exceed (A) the cost of the vet-
eran of such remodeling; or (B) 50 per centum of the cost of the
veteran of such remodeling; plus the smaller of the following
sums: (i) 50 per centum of the cost to the veteran of such dwell-
ing and the necessary land upon which it is situated, or (ii) the
full amount of the unpaid balance, if any, of the cost to the
veteran of such dwelling and the necessary land upon which it
is situated; and

(4) where the veteran has acquired a suitable housing unit,
the Administrator shall pay not to exceed the smaller of the
following sums: (A) 50 per centum of the cost of the veteran of
such housing unit and the necessary land upon which it is situ-
ated, or (B) the full amount of the unpaid balance, if any, of
the cost to the veteran of such housing unit and the necessary
land upon which it is situated.

*® ] * * * L *

CrarrER 37—HoME, Farm, AND Business Loans

SUBCHAPTER I—GENERAL

Definitions. )

Basic entitlement. ‘ )
Basie provisions relating to loan guaranty.
Restrictions on loans, - :
Warranties.

Escrow of deposit and downpayments.

SUBCHAPTER II—LOANS
.

Purchase or construction of homes.
Direct loans to veterans.

£1812. Purchase of farms and farm equipment,
f1813. Purchase of business property. .
T1814. Loans to refinance delinquent indebtedness.]

1815,
1816.
1817.
1818,
1819,

1820.
1821,

=Y
i

Insurance of loans. .

Procedure on default:.

Release from liability under guaranty.

Veterans who serve after January 31, 1955,

Loans to purchase mobile homes and mobile home lots.

SUBCHAPTER III-—ADMINISTRATIVE PROVISIONS

Powers of Administrator.
Incontestability.

L[1822. Recovery of damages.}

1823. Direct loan revolving fund.

1824. Loan guaranty revolving fund. v :

1825. Waiver of discharge requirements for hospitalized persons.

1826. Withholding of payments, benefits, etc.

1827, E:ilpqqditures to correct or compensate for structural defects in mortgaged
omies.

SUBCHAPTER I—GENERAL

§ 1801. DEFINITIONS

(a) For the purposes of this chapter— ,

(1) The term “World War II” (A) means the period beginning on
September 16, 1940, and ending on July 25, 1947, and (B) includes,
in the case of any veteran who enlisted or reenlisted in a Regular com-
‘ponent of the Armed Forces after October 6, 1945, and before Octo-
ber 7, 1946, the period of the first such enlistment or reenlistment.

_ (2) The term “veteran’ ’includes the widow of any veteran (includ-
ing a person who died in the active military, naval, or air service)
who died from a service-connected disability, but only if such widow

.is not eligible for benefits under this chapter on the basis of her own

active duty. The active duty of her husband shall be deemed to have
‘been active duty by such widow for purposes of this chapter. ’

(8) The term “veteran” also includes, for purposes of home loans,
the wife of any member of the Armed Forces serving on active duty
who is listed, pursuant to section 556 of title 37, United States Code,
and regulations issued thereunder, by the Secretary concerned in one
or more of the following categories and has been so listed for a total of
more than ninety days: (A) missing in action, (B) captured in line
of duty by a hostile force, or (C) forcibly detained or interned in
line of duty by a foreign government or power. The active duty of her
husband shall be deemed to have been active duty by such wife for the
purposes of this chapter. The loan eligibility of such wife under this
paragraph shall be limited to one loan guaranteed or made for the
acquisition of a home, and entitlement to such loan shall terminate
automatically, if not uséd, upon receipt by such wife of official notice
that her husband is no longer listed in one of the categories specified
in the first sentence of this paragraph.

(b) Benefits shall not be afforded under this chapter to any individ-
ual on account of service as a commissioned officer of the Coast and
Geodetic Survey, or of the Regular or Reserve Corps of the Public
Health Service, unless such service would have qualified such indi-
vidual for benefits under title III of the Servicemen’s Readjustment
Act of 1944.

§ 1802. BASIC ENTITLEMENT :

(a) Each veteran who served on active duty at any time during
World War IT or the Korean conflict and whose total service was for
ninety days or more, or who was discharged or released from a period
of active duty, any part of which occurred during World War IT or the
Korean conflict, for a service-connected disability, shall be eligible
for the benefits of this chapter. Entitlement derived from service dur-
ing the Korean conflict (1) shall cancel any unused entitlement de-
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rived from service during World War II, and (2) shall be reduced
by the amount by which entitlement from service during World War
II, has been used to obtain a direct, guaranteed, or insured loan—

(A) on real property which the veteran owns at the time of
application; or L

B) asto which the Administrator has incurred actual liability
or loss, unless in the event of loss or the incurrence and payment of
such liability by the Administrator the resulting indebtedness
of the veteran to the United States has been paid in full.

[(b) In computing the aggregate amount of guaranty or insurance
entitlement available to a veteran under this chapter—

[(1) the Administrator may exclude the initial use of the vet-
eran’s entitlement for any loan with respect to which the security

"has been (A) taken (by condemnation or otherwise) by the United
States or any State, or by any local government agency for pub-
lic use, (B) destroyed by fire or other natural hazard, or (C)
disposed of because of other compelling reasons devoid of fault
on the part of the veteran ; and

[(2) the Administrator shall exclude the amount of guaranty
or insurance entitlement previously used for any guaranteed
or insured home loan which has been repaid in full, and with
respect, to which the real property which served as security for
the loan has been disposed of because the veteran, whilé on
active duty, was transferred by the service department with which

“he was serving.} : ,

(5) In computing the aggregate amount of guaranty or insurance
entitlement available to & veteran under this chapter the Adminis-
trator may egclude the amount of guaranty or insurance entitlement
used for any guaranteed, insured, or direct loan, provided— .

(1) the property which served as security for the loan has been
disposed of by the veteran, or has been destroyed by fire or other
natural hazard, and ) ~ '

(2) the loan has been repaid in full, or the Administrator has
been released from liability as to the loan, or if the Administrator
has suffered a loss on said loan, such loss has been paid in full.

Notwithstanding. the foregoing, the Administrator may, in any case
involving circumstances he deems appropriate, waive either or both of
the above-mentioned requirements. ,

(¢) An honorable discharge shall be deemed to be a certificate of
eligibility to apply for a guaranteed loan. Any veteran who does not
have a discharge certificate, or who received a discharge other than
honorable, may apply to the Administrator for a certificate of eligibil~
ity. Upon making a loan guaranteed or insured under this chapter,
the lender shall forthwith transmit to the Administrator a report
thereon in such detail as the Administrator may, from time to time,
prescribe. Where the*loan is guaranteed, the Administrator shall
provide the lender with a loan guaranty certificate or other evidence
of the guaranty. He shall also endorse on the veteran’s discharge,
or eligibility certificate, the amount and type of guaranty used, and
the amount, if any, remaining. Nothing in this chapter shall preclude
_the assignment of any guaranteed loan or the security therefor.
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~ (d) Loans will be automatically guaranteed under this chapter only
if made (1) by any Federal land bank, national bank, State bank,
private bank, building and loan association, insurance company,
credit union, or mortgage and loan company, that is subject to exami-
nation and supervision by ap agency of the United States or of any
State, (2) by any State, or [(3) by any mortgagee approved by the
Secretary of Housing and Urban Development and designated by
him as a certified agent and which is acceptable to the Administrator]
(8) by any lender approved by the Administrator pursuant to stand-
ards established by him. Any loan proposed to be made to a veteran
pursuant to this chapter by any lender not of a class specified in the

: greceding sentence may be guaranteed by the Administrator if he

nds that it is in accord otherwise with the provisions of this chapter.

(e) The Administrator may at any time upon thirty days’ notice
require loans to be made by any lender or class of lenders to be sub-
mitted to him for prior approval. No guaranty or insurance liability
shall exist with respect to any such loan unless evidence of guaranty
or insurance is issued by the Administrator.

(f) Any loan at least 20 per centum of which is guaranteed under
this chapter may be made by any national bank or Federal savings
and loan association, or by any bank, trust company, building and
loan association, or insurance company, organized or authorized to do
business in the District of Columbia. Any such loan may be so made
without regard to the limitations and restrictions of any other law
relating to— o

gl)f ratio of amount of loan to the value of the property;

2) maturity of loan;

(3) requirement for mortgage or other security;

(4) dignity of lien; or ,
1' (5) percentage of assets which may be invested in real estate
oans.

(g) A veteran’s entitlement under this chapter shall not be reduced
by any entitlement used by his wife which was based upon the provi-
sions of paragraph (3) of section 1801(a) of this title.

§ 1803. BASIC PROVISIONS RELATING TO LOAN GUARANTY

. (a)(1) Any loan to 2 World War I or Korean conflict veteran,

if made for any of the purposes, and in compliance with the
provisions, specified in this cﬁapter is automatically guaranteed by the
United States in an amount not more than 60 per centum of the loan
if the loan is made for any of the purposes specified in section 1810
of this title [and not more than 50 per centum of the loan if the loan
is for any of the purposes specified in section 1812, 1813, or 1814 of
this title]. ,

(2) Any unused entitlement of World War IT or Korean conflict vet-
terans which expired under provisions of law in effect prior to the date
of enactment of the Veterans’ Housing Act of 1970 is hereby restored
and shall not expire until used. '

(b) [Except as provided in sections 1810, 1811, and 1819 of this title,
the aggregate amount guaranteed shall not be more than $2,000 in the
case of non-real-estate loans, nor $4,000 in the case of real-estate loans,
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or a prorated portion thereof on loans of both types or combination
thereof.] The liability of the United States under any guaranty,
within the limitations of this chapter, shall decrease or increase pro
rata with any decrease or increase of the amount of the unpaid portion
of the obligation. ) :

(¢) 51) oans guaranteed or insured under this chapter shall be
payable upon such terms and conditions as may be agreed upon by the
parties thereto, subject to the provisions of this chapter and regula-
tions of the Administrator issued pursuant to this chapter, and shall
bear interest not in excess of such rate as the Administrator may from
time to time find the loan market demands, except that in establishing
the rate of interest that shall be applicable to such loans, the Adminis-
trator shall consult with the Secretary of Housing and Urban Develop-
ment regarding the rate of interest the Secretary considers necessary
to meet the mortgage market for home loans insured under section
203(b) of the National Housing Act, and, to the maximum extent
practicable, carry out a coordinated policy on interest rates on loans
insured under such section 203 (b) ang on loans guaranteed or insured
under this chapter. ‘

(2) The provisions of the Servicemen’s Readjustment Act of 1944
which were in effect before April 1, 1958, with respect to the interest

chargeable on loans made or guaranteed under such Act shall, not-
withstanding the provisions of paragraph (1) of this subsection,
continue to be applicable— - i
éA) to any loan made or guaranteed before April 1, 1958; and
B) to any loan with respect to which a commitment to guar-
antee was entered into by the Administrator before April 1, 1958.

(d) (1) LThe maturity of any non-real-estate loan shall not be more
than ten years except as provided in section 1819 of this title. The
maturity of any real-estate loan (other than a loan on farm realty)
shall not be more thn thirty years, and in the case of a loan on farm
realty, shall not be more than forty years.] 7'he maturity of any loan
shall not be more than thirty years. ' ; .

(2) Any loan for a term of more than five years shall be amortized
in accordance with established procedure. , ) )

(3) Any real estate loan (other than for repairs, alterations, or
improvemnets) shall be secured by a first lien on the realty. In deter-
mining whether a loan for the purchase or construction of a home is
so secured, the Administrator may disregard -a superior lien created
by a duly recorded covenant running with the realty in favor of a
private entity to secure an obligation to such entity for the home-
owner’s share of the costs of the management, operation, or mainte-
nance of property, services or programs within and for the benefit of

the development or community in which the veteran’s realty is located,
if he determines that the interests of the veteran borrower and of the
‘Government will not be prejudiced by the operation of such covenant.
In respect to any such superior lien to be created after the effective date
of this amendment, the Administrator’s determination must have been
made prior to the recordation of the covenant. [Any non-real-estate
loan (other than for working or other capital, merchandise, goodwill,
and other intangible assets) shall be secured by personalty to the
extent legal and practicable.]
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§ 1804. RESTRICTIONS ON LOANS

(a) No loan for the purchase or construction of residential prop-
erty shall be financed through the assistance of this chapter unless the
property meets or exceeds minimum requirements for planning, con-
struction, and general acceptability prescribed by the Administrator;
however, this subsection shall not apply to a loan for the purchase
of residential property on which construction is fully completed more
than one year gefore such loan is made. :

(b) Subject to notice and oportunity for a hearing, the Adminis-
trator may refuse to appraise any dwelling or housing project owned,
sponsored, or to be constructed by any person identified with housing
previously sold to veterans under this chapter as to which substantial
deficiencies have been discovered, or as to which there has been a
failure or indicated inability to discharge contractual liabiilties to
veterans, or as to which, it is ascertained that the type of contract of
sale or the methods or practices pursued in relation to the marketing
of such properties were unfair or unduly prejudicial to veteran pur-

_chasers. The Administrator may also refuse to appraise any dwelling

or housing project owned, sponsored, or to be constructed by any
person refused the benefits of participation under the National Hous-
Ing Act pursuant to a determination of the Secretary of Housing and
{Urban Development under section 512 of that Act.

(¢) No loan for the purchase or construction of residential property
shall be financed through the assistance of this chapter unless the
veteran applicant, at the time that he applies for the loan, and also at
the time that the loan is closed, certifies in such form as the Adminis-
trator may require, that he intends to occupy the property as his home.
No loan for the repair, alteration, or improvement of residential prop-
erty shall be financed through the assistance of the provisions of this
chapter unless the veteran aplicant, at the time that he aplies to
the lender for the loan, and also 4t the time that the loan is closed,
certifies, in such form as may be required by the Administrator, that
he occupies the property as his home. For the purposes of this chapter
the requirement that the veteran recipient of a guaranteed or direct
home loan must occupy or intend to otcupy the property as his home
means that the veteran as of the date of his certification actually lives
in the property personally as his residence or actuslly intends upon
completion of the loan and acquisition of the dwelling unit to move
into the property personally within a reasonable time and to utilize
such property as his residence. Notwithstanding the foregoing re-
quirements o%, this subsection, the provisions for certification by the
veteran at the time he applies for the loan and at the time the loan
is closed shall be considered to be satisfied if the Administrator finds
that (1) in the case of a loan for repair, alteration, or improvement
the veteran in fact did occupy the property at such times, or (2) in
the caSe of a loan for construction or purchase the veteran intended
to.occupy the property as his home at such times and he did in fact so
occupy it when, or within a reasonable time after, the loan was closed.

(d) Subject to notice and opportunity for a. hearing, whenever
the Administrator finds with respect to guaranteed or insured loans
that any lender or holder has failed to maintain adequate loazi ac-

. counting records, or to demonstrate proper ability to service loans
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adequately or to exercise proper credit judgment or has willfully or
negligently engaged in practices otherwise detrimental to the interest
of veterans or of the Government, he may refuse either temporarily
or permanently to guarantee or insure any loans made by such lender
or Ylolder and may bar such lender or holder from acquiring loans
guaranteed or insured under this chapter; however, the Administrator
shall not refuse to pay a guaranty or insurance claim on loans there-
tofore entered into in good faith between a veteran and such lender.
The Administrator may also refuse either temporarily or permanently
to guarantee or insure any loans made by a lender or holder refused the
benefits of participation under the National Housing Act pursuant to
a determination of the Secretary of Housing and Urban Development
. under section 512 of that Act. . ) .
(e) No loan for the purchase or construction of new residential
property (other than propertfy served by a water and sewerage system
approved by the Secretary of Housing and Urban Development pur-
suant to title X of the National Housing Act) shall be financed
through the assistance of this chapter, except pursuant to a commit-
ment made prior to the date of the enactment of the Housing and
Urban Deve{)opment Act of 1965, if such property is not served by a
ublic or adequate community water and sewerage system and is
Focated in an area where the appropriate local officials certify that the
establishment of such systems is economically feasible. For purposes
of this subsection, the economic feasibility of establishing public or
adequate community water and sewerage systems shall be determined
without regard to whether such establishment is anthorized by law or
%Js spbject to approval by one or.more local governments or public
odies.

§ 1805. WARRANTIES | !

(a) The Administrator shall require that in connection with any
property upon which there is located a dwelling designed principally
for not more than a four-family residence and which is approved for
guaranty or insurance before the beginning of construction, the seller
or builder, and such other persons as may be required by the Ad-
ministrator to become warrantor, shall deliver to the purchaser or
owner of such property a warranty that the dwelling is constructed
in substantial conformity with the plans and specifications (including
any amendments thereof, or changes and variations therein, which
have been approved in writing by the Administrator) on which the
Administrator based his valuation of the dwelling. The Adminis-
trator shall deliver to the builder, seller, or other warrantor his
written approval (which shall be conclusive evidence of such ap-
proval) of any amendment of, or change or variation in, such plans
and specifications which the Administrator deems to be a substantial
amendment thereof, or change or variation therein, and shall file a
copy of such written approval with such plans and specifications. Such
warranty shall apply-only with respect to such instances of substantial
nonconformity to such approved plans and specifications (inecluding
any amendments thereof, or changes or variations therein which have
been approved in writing, as provided in this section, by the Admin-

istrator) as to which the purchaser or home owner has given written .
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notice to the warrantor within one year from the date of conveyance
of title to, or initial occupancy of, the dwelling, which ever first occurs.
Such warranty shall be in addition to, and not in derogation of, all
other rights and privileges which such purchaser or owner may have
under any other law or instrument. The provisions of this section shall
apply to any such property covered by a mortgage insured or guaran-
teed by the Administrator on and after October 1, 1954, unless such
mortgage is insured or guaranteed pursuant to a commitment there-
for made before October 1, 1954. '

(b) The Administrator shall permit copies of the plans and speci-
fications (including written approvals of any amendments thereof,
or changes or variations therein, as provided in this section) for
dwellings in connection with which warranties are required by sub-
section (a) of this section to be made available in their appropriate
local offices for inspection or for copying by any purchaser, home
owner, or warrantor during such hours or periods of time as the Ad-
ministrator may determine to be reasonable.

§ 1806. EsCROW OF DEPOSITS AND DOWNPAYMENTS

~ (a) Any deposit or downpayment made by an eligible veteran in
connection with the purchase of proposed or newly constructed and
previously unoccupied residential property in & project on which the
Administrator has issued a Certificate of Reasonable Value, which
purchase is to be financed with a loan guaranteed, insured, or made
under the provisions of this chapter, shall be deposited forthwith by
the seller, or the agent of the seller, receiving such deposit or pay-
ment, in a trust account to safeguard such deposit or payment from
the claims of creditors of the seller. The failure of the seller or his
agent to create such trust account and to maintain until the deposit

or payment has been disbursed for the benefit of the veteran purchaser

at settlement or, if the transaction does not materialize, is otherwise
disposed of in accordance with the terms of the contract, may con-
stitute an unfair marketing practice within the meaning of section
1804 (b) of this chapter.

(b) If an eligible veteran contracts for the construction of a prop-
erty in a project on which the Administrator has issued a Certificate
of Reasonable Value and such construction is to be financed with the
assistance of a construction loan to be guaranteed, insured, or made
under the provisions of this chapter, it may be considered an unfair
marketing practice under section 1804 (b) of this chapter if any deposit
or downpayment of the veteran is not maintained in a special trust
account by the recipient until it is either (1) applied on behalf of
the veteran to the cost of the land or to the cost of construction or

"(2), if the transaction does not materialize, is otherwise disposed of

in accordance with the terms of the contract.

SUBCHAPTER II-—LOANS

§ 1810. PURCHASE OR CONSTRUCTION OF HOMES

(a)_ Any loan to a veteran, if made pursuant to the provisions of
this chapter, is automatically guaranteed if such loan is for one or
more of the following purposes: '
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(1) To purchase or construct a dwelling to be owned and
occupied by him as a home. . o )
(2) To purchase a farm on which there is & farm residence
to be owned and occupied by him as his home. .
(3) To construct on land owned by him a farm residence to
be occupied by him as his home. ]
(4) To repair, alter, or improve a farm residence or other
dwelling owned by him and occupied by him as his home.
If there is an indebtedness which is secured by a lien against land
owned by the veteran, the proceeds of a loan guaranteed under this

section or made under section 1811 of this title for construction of &

dwelling or farm residence on such land may be used also to liquidate
such lien, but only if the reasonable value of the land is equal to or
greater than the amount of the lien. . )

(5) To refinance existing mortgage loans or other liens which
are secured of record on a dwelling or farm residence owned and
occupied by him as his home. Nothing in this chapter shall pre-
clude a veteran from paying to a lender any discount required by
such lender in connection with such refinancing.

b) No loan may be guaranteed under this section of made under
section 1811 of this title unless— ) :

(1) the proceeds of such loan will be used to pay for the prop-
erty purchased, constructed, or improved; . ] )

(2) the contemplated terms of payment required in any mort-
gage to be given in part payment of the purchase price or the
construction cost bear a proper relation to the veterans’ present
and anticipated income and expenses;

(3) the veteran is a satisfactory credit risk;

(4) the nature and condition of the property is such as to be .

suitable for dwelling purposes; )

(5) the loan to be paid by the veteran for such property or
for the cost of construction, repairs, or alternations, does not
exceed the reasonable value thereof as determined by the Adminis-
trator; and, ) ) . )

(6) if the loan is for repair, alteration, or improvement of
property, such repair, alteration, or 1rr}provement_spbstantmlly
protects or improves the basic livability or utility Qf such
property. . .

After the reasonable value of any property, construction, repairs, or
alterations is determined under paragraph (5), the Administrator
shall, as soon as possible thereafter, notify the veteran concerned of
such determination. ~ ) - . :

(¢) The amount of guaranty entitlement available to a veteran
under this section shall not be more than [$12,500F 815,000 less such
entitlement as may have been used previously under this section and

ther sections of this chapter. :
? (d) Nothing in this chapter shall be deemed to preclude the guar-
anty of a loan to an eligible veteran to purchase a one-family residen-
tial unit to be owned and occupied by him as a home in a condominium
housing development or project [as to which the Secretary of Hous-
ing and Urban Development has issued, under section 234 of the
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National Housing Act, as amended (12 U.S.C. 1715y), evidence of
Insurance on at least one loan for the purchase of a one-family unit].
The Administrator shall guarantee loans to veterans on such residen-
tial units when such loans meet those requirements of this chapter
fvhlch he shall, by regulation, determine to be applicable to such
oans.

§ 1811, DIRECT LOANS TO VETERANS

(a) The Congress finds that housing credit under section 1810 or
1819 of this title is not and has not been generally available to veterans
living in rural areas, or in small cities and towns not near large metro-
politan areas. It is therefore the purpose of this section to provide
housing credit for veterans living in such rural areas and such small
cities and towns.

(b) Whenever the Administrator finds that private capital is not
generally available in any rural area or small city or town for the
financing of loans guaranteed under section 1810 or 1819 of this title,
he shall designate such rural area or small city or town as a “housing
credit shortage area”. He shall, with respect to any such area, make, or
enter into commitments to make, to any veteran eligible under this
title, a loan for any or all of the purposes described in section 1810(a)
or 1819 of this title.

(c) No loan may be made under this section to a veteran unless he
shows to the satisfaction of the Administrator that

(1) he is unable to obtain from a private lender in such housing
credit shortage area, at an interest rate not in excess of the rate
authorized for guaranteed home loans or mobile home loans, as
appropriate, a loan for such purpose for which he is qualified
under section 1810 or 1819 of this title, as appropriate ; and

(2) he is unable to obtain a loan for such purpose from the Sec-
retary of Agriculture under sections 1000-1029 of title 7 or under
sections 1471-1483 of title 42. : ‘

(d) (1) Loans made under this section shall bear interest at a rate
determined by the Administrator, not to exceed the rate authorized for
guaranteed home loans or mobile loans, as appropriate, and shall be
subject to such requirements or lirhitations prescribed for loans guar-
anteed under this title as may be applicable.

(2) (A) Except for any loan made under this chapter for the pur-
poses described in section 1819 of this title, the original principal
amount of any loan made under this section shall not exceed an
amount which bears the same ratio to $21,000 as the amount of guar-
anty to which the veteran is entitled under section 1810 of this title
at the time the loan is made bears to [$12,500F $15,000; and the guar-
anty entitlement of any veteran who heretofore or hereafter has been
granted a loan under this section shall be charged with an amount
which bears the same ratio to [$12,500] $15,000 as the amount of the
loan bears to $21,000; except that the Administrator may increase the
$21,000 limitations specified in this paragraph to an amount not to
exceed $25,000 where he finds that cost levels so require.

(B) The original principal amount of any loan made under this
section for the purposes described in section 1819 of this title shall
not exceed the amount specified by the Administrator pursuant to
subsection (d) of such section.
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(3) No veteran may obtain loans under this section aggregatin,
more than $21,000; except that the Administrator may increase suc
aggregate amount to an amount not to exceed $25,000 where he finds
that cost levels so require. . . .

. (e) Loans made under this section shall be repaid in monthly in-
stallments, except that in the case of any such loan made for any of
the purposes:described in paragraphs (2), (3), or (4) of section 1810
(a) of this title, the. Administrator may provide that such loan shall
be repaid in quarterly, semiannual, or annual installments. .

(f) In connection with any loan under this section, the Administra-
tor may make advances in cash to pay taxes and assessments on the
real estate, to provide for repairs, alterations, and improvements, and
to meet the incidental expenses of the transaction. The Adminis-
trator shall determine the expenses incident to origination of loans
made under this section, which expenses, or a reasonable flat allow-
ance in lieu thereof, shall be paid by the veteran in addition to the
loan closing costs.

(g) The Administrator may sell, and shall offer for sale, to an
person or entity approved for such purpose by him, any loan made
under this section at a price which he determines to be reasonable
under the conditions prevailing in the mortgage market when the
agreement to sell the loan is made; and shall guarantee any loan thus
sold subject to the same conditions, terms, and limitations which would
be applicable were the loan guaranteed under section 1810 or 1819 of
this title, as appropriate. . ,

~ (h) The Administrator may exempt dwellings constructed through
assistance provided by this section from the minimum land p!anmn§
and subdivision requirements prescribed pursuant to subsection (a
of section 1804 of this title, and with respect to such dwellings may
prescribe special minimum land planning and subdivision require-
ments which shall be in keeping with the general housing facilities in
the locality but shall require -that such dwellings meet minimum
requirements of structural soundness and general acceptability.

(%i) The Administrator is authorized without regard to the pro-
visions of subsections (a), (b), and (c) of this section, to make or enter
into a commitment to make a loan to any veteran to assist the veteran
in acquiring a specially adapted housing unit authorized under chapter
21 of this title, if the veteran is determined to be eligible for the bene-
fits of such chapter 21, and is eligible for loan guaranty benefits under
this chapter.

(3) (1) If any builder or sponsor proposes to construct one or
nwore dwellings in a housing credit shortage area, or in any area for
a veteran who is determined to be eligible for assistance in acquiring,a
specially adapted housing unit under chapter 21 of this title, the
Administrator may enter into commitment with such builder or spon-
sor, under which funds available for loans under this section will be
reserved for a period not in excess of three months, or such longer
period as the Administrator may authorize to meet the needs in any
particular case, for the purpose of making loans to veterans to pur-
chase such dwellings. Such commitment may not be assigned or trans-
ferred except with the written approval of the Administrator. The
Administrator shall not enter into any such commitment unless such
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builder or sponsor pays a nonrefundable commitment fee to the Ad-
ministrator in an amount determined by the Administrator, not to
exceed 2 per centum of the funds reserved for such builder or sponsor.
(2) Whenever the Administrator finds that a dwelling with respect
to which funds are being reserved under this subsection has been
sold, or contracted to be sold, to a veteran eligible for a direct loan
under this section, the Administrator shall enter into a commitment
to make the veteran a loan for the purchase of such dwelling. With
respect to any loan made to an eligible veteran under this subsection,
the Administrator may make advances during the construction of
the dwelling, up to a maximum in advances of (A) the cost of the
land plus (B) 80 per centum of the value of the construction in place.
(k) Without regard to any other provision of this chapter, the
Administrator may take or cause to be taken such action as‘in his
judgment may be necessary or appropriate for or in connection with
the custody, management, protection, and realization or sale of in-
vestments under this section, may determine his necessary expenses
and expenditures, and the manner in which the same shall be incurred,
allowed and paid, may make such rules, regulations, and orders as
he may deem necessary or appropriate for carrying out his functions
under this section and section 1823 of this title and, except as other-
wise expressly provided in this chapter, may employ, utilize, com-
pensate, and, to the extent not inconsistent with his basic responsi-
bilities under this chapter, delegate any of his functions under this
section and section 1823 of this title to such persons and such corporate

ov other agencies, including agencies of the United States, as he may
designate.

L[§ 1812. PURCHASE OF FARMS AND FARM EQUIPMENT

L(a) Any loan to a veteran, if made pursuant to the provisions of
this chapter, is automatically guaranteed if such loan is for one or
more of the following purposes:

L(1) To purchase any lands, buildings, livestock, equipment,
machinery, supplies or implements, or to repair, alter, construct,
or improve -any land, equipment, or building, including a farm-
house, to be used in farming operations conducted by the veteran
involving production in excess of his own needs.

. L[(2) For working capital requirements necessary for such farm-
Ing operations.

E(3) To purchase stock in a cooperative association where the
purchase of such stock is required by Federal law as an incident
to obtaining the loan.

L(b) No loan may be (%uaranteed under this section unless—

L (1?. the proceeds of the loan will be used for one of the pur-
poses listed in subsection (a) in connection with bona fide farm-

ing operations conducted by the veteran :

L(2) such property will be useful in and reasonably necessary
for efficiently conducting such operations;

L[(3) the ability and experience of the veteran, and the nature
of the proposed farming operations to be conducted by him, are

such that there is a reasonable likeli i i
o succotstl onable likelihood that such operations will
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[(4) the price paid or to be paid by the veteran for such prop-
erty, or for the cost of construction, repairs, or alterations, does
not exceed the reasonable value thereof as determined by the
Administrator. ] ) )

[ (¢) For the purpose of encouraging the construction and improve-
ment of farm housing, the Administrator may guarantee a loan for
the construction or improvement of a farmhouse which loan is secured
by a first lien on a portion of the farm suitable in size and location as
an independent home site, and may permit payment out of the pro-
ceeds of such loan any sum required to obtain the release of such
site from existing indebtedness. The Administrator may, in his dis-
cretion, except any loan for the construction or improvement of a
farmhouse from the first lien requirement imposed by section 1803
(d) (3) of this title. :

[§ 1813. PURCHASE OF BUSINESS PROPERTY

[(a) Any loan-to a veteran, if made pursuant to the provisions of
this chapter, is automatically guaranteed if such loan is for one or
more of the following purposes: o )

[(1) To be used for the purpose of engaging in business or
pursuing a gainful occupation.” L

[(2) For the cost of acquiring for such purpose land, buildings,
supplies, equipment, machinery, tools, inventory, or stock in trade.

L[(3) For the cost of the construction, repair, alteration, or im-
provement of any reality or personality used for such purpose.

[(4) To provide the funds needed for working capital for such
purpose. ) i

[ (b) No.loan may be guaranteed under this section unless—

L(1) the proceeds of such Joan will be used by the veteran for
any of the specified purposes in connection with bona fide pursuit
of a gainful occupation by the veteran;

[(2) such property will be useful in and reasonably necessary
for the efficient and successful pursuit of such business or occu-

ation; . .

[(3)’ the ability and experience of the veteran, and the condi-
tions under which he proposes to pursne such business or occupa-

tion, are such that there is a reasonable likelihood that he will .

be successful in the pursuit of such business or occupation ; and
[ (4) the price paid or to be paid by the veteran for such prop-
erty, or for the cost of construction, repairs, or alterations, does
not exceed the reasonable value thereof as determined by the
Administrator. . .
I8 1814. L.oANS TO REFINANCE DELINQUENT INDEBTEDNESS
[(a) Any loan to & veteran, if made pursuant to the provisions of
this chapter, is automatically guaranteed if such loan 1s for one or
more of the following purposes: o
[(1) To refinance any indebtedness of the veteran which is
secured of record on property to be used or occupied by him as a
home or for farming purposes. o
[(2) To refinance any indebtedness incurred by him in the
pursuit of a gainful occupation which he is pursuing or which
he proposes in good faith to pursue.
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L[(3) To pay any delinquent taxes or assesments on such prop-
erty or business.

[(b) No loan may be guaranteed under this section unless—

[(1) such refinancing will aid the veteran in his economic re-
adjustment ; and .

[(2) the amount of the loan does not exceed the reasonable
value of the property or business as determined by the Adminis-
trator.]

§ 1815. INSURANCE OF LOANS

(a) Any loan which might be guaranteed under the provisions of
this chapter, when made or purchased by any financial institution
subject to examination and supervision by an agency of the United
States or of any State may, in lieu of such guaranty, be insured by
the Administrator under an agreement whereby he will reimburse any
such institution for losses incurred on such loan up to 15 per centum
of the aggregate of loans so made or purchased by it.

(b) Loans insured under this section shall be made on such other
terms, conditions, and restrictions as the Administrator may prescribe
within the limitations set forth in this chapter. [The Administrator
may fix'the maximum rate of interest payable on any class of non-real-
estate loans insured under this section at a figure not in excess of a 3
per centum discount rate or an equivalent straight interest rate on
nonamortized loans.]

§ 1816. PROCEDURE ON DEFAULT

(a) In the event of default in the payment of any loan guaranteed
under this chapter, the holder of the obligation shall notify the Ad-
ministrator who shall thereupon pay to such holder the guaranty not
in excess of the pro rata portion of the amount originally guaranteed,
and shall be subrogated to the rights of the holder of the obligation
to the extent of the amount paid on the guaranty. Before suit or fore-
closure the holder of the obligation shall notify the Administrator of
the-default, and within thirty days thereafter the Administrator may,
at his option, pay the holder of the obligation the unpaid balance of
the obligation plus accrued interest and recelve an assignment of the
loan and security. Nothing in this section shall preclude any forbear-
ance for the benefit of the veteran as may be agreed upon by the parties
to the loan and approved by the Administrator. The Administrator
may establish the date, not later than the date of judgment and decree
of foreclosure or sale, upon which accrual of interest or ¢harges shall
cease. '
~ (b) With respect to any loan made under section 1811 which has
not been sold as provided in subsection (g) of such section if the Ad-
ministrator finds, after there hasbeen a default in the payment of any
installment of principal or interest owing on such loan, that the de-
fault was due to the fact that the veteran who is obligated under the
loan has become unemployed as the result of the closing (in whole or
in part) of a Federal installation, he shall (1) extend the time for
curing the default to such time as he determines is necessary and de-
sirable to enable such veteran to complete payments on such loan,
including an extension of time beyond the stated maturity thereof, or
(2) modify the terms of such loan for the purpose of changing the
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amortization provisions thereof by recasting, over the remaining term
of the loan, over such longer period as he may determine, the total
unpaid amount then due with the modification to become effective cur-
rently or upon the termination of an agreed-upon extension of the
period for curing the default.

$1817. RELEASE FROM LIABILITY UNDER GUARANTY

(a) Whenever any veteran disposes of residential property
securing a guaranteed, insured, or direct loan obtained by him, the
Administrator, upon application made by such veteran and by the
transferee incident to such disposal, shall issue to such veteran in
connection with such disposal a release relieving him of all further
lability to the Administrator on account of such loan (including
lability for any loss resulting from any default of the transferee
or any subsequent purchaser of such property) if the Administra-
tor has determined,.after such investigation as he may deem appro-
priate, that (1) the loan is current, and (2) the purchaser of such
property from such veteran (A) has obligated himself by contract
to purchase such property and to assume full liability for the repay-
ment of the balance of the loan remaining unpaid, and has assumed
by contract all of the obligations of the veteran under the terms of the
instruments creating and securing the loan, and (B) qualifies from a
credit standpoint, to the same extent as if he were a veteran eligible
under section 1810 of this title, for a guaranteed or insured or direct
loan in an amount equal to the unpaid balance of the obligation for
which he has assumed liability. ) )

(b) Ifany veteran disposes of residential property securing a guar-
anteed, insured, or direct loan obtained by him under this chapter
without receiving a release from liability with respect to such loan
under subsection (a), and a default subsequently occurs which re-
sults in liability of the veterans to the Administrator on account qf
the loan, the Administrator may relieve the veterans of such liability if
he determines, after such investigation as he deems appropriate, that
the pronerty was disnosed of by the veteran in such a manner, and
subject to such conditions, that the Administrator would have issued
the veteran a release from liability under subsection (a) with respect
to the loan if the veteran had made application therefor incident to
such disposal. Failure of a transferee to assume by contract all of the
liabilities of the original veteran-borrower shall bar such release of lia-
bility only in cases in which no acceptable transferee, either imme-
diate or remote, is legally liable to the Administrator for, the indebted-
ness of the original veteran-borrower arising from termination of the
loan. The failure of a veteran to qualify for release from liability
under this subsection does not preclude relief from béing granted
under subsection 3102(b) of this title, if eligible thereunder.

$1818. VETERANS WHO SERVE AFTER JANUARY 31, 1955 -

(a) Each eligible veteran, as defined in paragraphs (1) and (2) of
subsection (a) of section 1652 of this title, shall be eligible for the
benefits of this chapter [ (except sections 1813 and 1815, and business
loans under section 1814, of this title)J, subject to the provisions of
this section. '
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(b) Entitlement under subsection (a), (1) shall cancel any unused
entitlement under other provisions of this chapter derived from serv-
ico during World War II or the Korean conflict, and (2) shall be
reduced by the amount by which entitlement from service during
World War 11 or the Korean conflict has been used to obtain a direct,
guaranteed, or insured loan,—

(A) on real property which the veteran owns at the time of
application; or . _

(B) as to which the Administrator has incurred actual liability
or loss, unless in the event of loss or the incurrence and payment
of such liability by the Administrator the resulting indebtedness
has been paid in full. ' _

[(c) Notwithstanding the exception in subsection (a) of this sec-
tion, entitlement derived under such subsection. (a) shall include
eligibility for any of the purposes specified in sections 1813 and 1815,
and business loans under section 1814 of this title, if (1) the veteran
previously derived entitlement to the benefits of this chapter based on
service during World War II or the Korean conflict, and (2) he has
not use any of his entitlement derived from such service.}

[(d)] (¢) Any entitlement to the benefits of this section which had
not expired as of the date of enactment of the Veterans’ Housing Act
of 1970 and any entitlement to such benefits accruing after such date
shall not expire until used:

§1819. LoOANS TO PURCHASE MOBILE HOMES AND MOBILE HOME LOTS

(a) Notwithstanding any other provision of this chapter, any vet-
eral eligible for loan guaranty benefits under this chapter who has
maximum home loan guaranty entitlement available for use shall be
eligible for the mobile home loan guaranty benefit or the mobile home
lot guaranty bencfit, or both, under this section. Use of the mobile
home loan guaranty benefit or the mobile home lot guaranty benefit,
or both, provided by this section shall preclude the use of any home
loan guaranty entitlement under any other section of this chapter
until the fmobile home] loan guaranteed under this section has been
paid in full. :

(b) (1) Subject to the limitations in subsection (d) of this section,
a loan to purchase a mobile home under this section may include (or
be angmented by a separate loan for) [(1)] (4) an amount to finance
the acquisition of a lot on which to place such home,and [(2)73 (B) an
additional amount to pay expenses reasonably necessary for the appro-
priate preparation of such a lot, including, but not limited to, the in-
stallation of utility connections, sanitary facilities and paving, and the
construction of a suitable pad. :

(2) Subject to the limitations in subsection (d) of this section, a
loan may be made to purchase a lot on which to place a mobile home
if the veteran already has such a home. Suck a loan may include an
amount sufficient to pay expenses reasonably necessary for the appro-
priate preparation of such a lot, including, but not limited to, the
installation of wtility conmections, sanitary facilities, and paving,
and the construction of a switable pod. .

(c) (1) Any loan to a veteran eligible under subsection (a) shall
be guaranteed by the Administrator if (1) theloan is for the purpose
of purchasing a new mobile home [or for the purchase of a used mobile
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home which is the security for a prior loan guaranteed or made under
this section or for a loan guaranteed, insured or made by another
Federal agency] or for the purchase of a used mobile home which
meets or exceeds minimum requirements for construction, design, and
general acceptability prescribed by the Administrator, [and]} or the
loan is for the purpose of purchasingsa lot on which to place
a mobile home previously purchased by the wveteran, whether
or not such mobile home was purchased with a loan guaranteed
or made under this section or purchased with a loan guaranteed,
insured or made by another Federal agency, and (2) the loan
complies in all other respects with the requirements of this section.
Loans for such purpose (including those which will also finance
the acquisition of a lot or site preparation as authorized by subsection
(b) of this section) shall be submitted to the Administrator for ap-
proval prior to loan closing except that the Administrator may
exempt any lender of a class listed in section 1802(d) of this title
from compliance with such prior approval requirement if he deter-
mines that the experience of such lender or class of lenders in mobile
home financing warrants such exemption. : i

(2) Upon determining that a loan submitted for prior approval
is eligible for guaranty under this section, the Administrator shall
issue a commitment to guarantee such loan and shall thereafter guar-
antee the loan when made if such loan qualifies therefor in all respects.

(3) The Administrator’s guaranty shall not exceed [30] 560 per
centum of the loan, including any amount for lot acquisition and site
preparation, and payment of such guaranty shall be made only after
liquidation of the security for the loan and the filing of an accounting
with the Administrator. In any such accounting the Administrator
shall permit to be included therein accrued unpaid interest from the
date of the first uncured default to such cutoff date as the Adminis-
trator may establish, and he shall allow the holder of the loan to
charge against the liquidation or resale proceeds, accrued interest
from the cutoff date established to such further date as he may deter-
mine and such costs and expenses as he determines to be reasonable and
proper. The liability of the United States under the guaranty pro-
vided for by this section shall decrease or increase pro rata with any
decrease or Increase of the amount of the unpaid portion of the obliga-
tion. ’

(d) (1) The Administrator shall establish a loan maximum for each
type of loan authorized by this section. In the case of a new mobile
home, the Administrator may establish a maximum loan amount based
on the manufacturer’s invoice cost to the dealer and such other cost
factors as the Administrator considers proper to take into account. In
the case of a used mobile home, the Administrator shall establish a
maximum loan amount based on his determination of the reasonable
value of the property. In the case of any lot on which to place a mobile
[home financed through the assistance of this section] Zome, whether
or not the mobile home was financed with assistance under this section,
and in the case of necessary site preparation, the loan amount [shall
not be increased by an amount in excess of] for such purposes may not
exceed the reasonable value of such lot or an amount appropriate to
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cover the cost of necessary site preparation or both, as determined by
the Administrator.

(2) The maximum permissible loan amounts and the term for which
the loans are made shall not exceed—

(A) [$10,000] 812,600 for twelve years and thirty-two days in
the case of a loan covering the purchase of a single wide mobile
home only[,J and such additional amount as is determined by the
Administrator to be appropriate to cover the cost of necessary site
preparation where the veteran ownsthe lot, or -

(B) $15,000 [ (but not to exceed $10,000 for the mobile home)]
for fifteen years and thirty-two days in the case of a loan covering
the purchase of a double wide mobile home [and an undeveloped
lot on which to place such home,] only and such additional
amount as is determined by the Administrator to be appropriate
to cover the cost of necessary site preparation where the veteran
owns the lot,or

(C) [$17,5003 820,000 (but not to exceed [$10,000] $72,600 for
the mobile home) for fifteen years and thirty-two days in the case
of a loan covering the purchase of a single wide mobile home and
[a suitably developed lot on which to place such home] an unde-
veloped lot on which to place such home, which includes such
amount as is determined by the Administrator to be appropriate
to cover the cost of necessary site preparation, or ‘

(D) 822,500 (but not to exceed $15,000 for the mobile home)
for fifteen years and thirty-two days in the case of a loan covering
the purchase of a double wide mobile home and an undeveloped
lot on which to place such home, which includes such amount as is
determined by the Administrator to be appropriate to cover the
cost of necessary site preparation, or :

(E) $20,000 (but not to exceed $12,500 for the mobile home)
for fifteen years and thirty-two days in the case of a loan cover-
ing the purchase of a single wide mobile home and a suitably
developed lot on which to place such home, or :

(F) $22.500 (but not to exceed $15000 for the mobile home)
or fifteen years and thirty-two days in the case of a loan rovering
the purchase of o double wide mobile home and a switably devel-
oped lot onwhich to place such home, or

(GY 87500 for twelve years and thirty-two days in the case
of a loan covering the purchase of an undeveloped lot on which
to place a mobile home owned by the veteran, which includes such
amcunt as s determined by the Administrator to be appropriate
to cover the cost of necessary site preparation; or

(H) 87500 for twelve years and thirty-two days in the case
of a loan covering the purchase of a suitably developed lot on
which to plare a mobile home owned by the veteron.

(8) Such limitations set forth in paragraph (2) of this subsection
on the amount and term of anv loan shall not be deemed to preclude
the Administrator, under regulations which he shall prescribe, from
consenting to necessary advances for the protection of the security
or the holder’s lien. or to a reasonable extension of the term or
reamortization of such loan. _

(e) No loan shall be guaranteed under this section unless—
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(1) the loan is repayable in approximately equal monthly
installments; . .

~ (2) the terms of repayment bear a proper relationship to the

veteran’s present and anticipated income and expenses, and the
veteran is a satisfactory credit risk, taking into account the pur-
pose of this program to make available lower cost housing to
low and lower income veterans, especially those who have been
recently discharged or released from active military, naval, or air
service, who may not have previously established credit ratings;

(3) the loan is secured by a first lien on the mobile home pur-
chased with the proceeds of the loan and on any lot acquired or
improved with the proceeds of the loan; .

(4) the amount of the loan, subject to the maximums estab-
lished in subparagraph (d) of this section, is not in excess of the
maximum amount prescribed by the Administrator;

(5) the veteran certifies, in such form as the Administrator
shall prescribe, that he will personally occupy the property as
his home;

(6) the mobile home is or will be placed on a site which meets
specifications which the Administrator shall establish by regu-
lation; and

(7) the interest rate to be charged on the loan does not exceed
the permissible rate established by the Administrator.

(£) The Administrator shall establish such rate of interest for
mobile home loans and mobile home lot loaris as he determines to be
necessary in order to assure a reasonable supply of mobile home loan
financing for, veterans under this section. .

(2) Entitlement to the loan guaranty benefit used under this section
shall be restored a single time for any veteran by the A dministrator
provided the first loan has been repaid in full.

(h) The Administrator shall promulgate such regulations as he
determines to be necessary or appropriate in ordér to fully implement
the provisions of this section, and such regulations may specify which
provisions in other sections of this chapter he determines should be
applicable to loans guaranteed or made under this section. The Admin-
istrator shall have such powers and responsibilities in respect to.mat-
ters arisine under this section as he has in respect to loans made or
guaranteed or under other sections of this chapter.

(i) No loan for the purchase of a mobile home shall be guaranteed
under this section unless the mobile home and lot, if any, meet or ex-
ceed standards for planning, construction, and general acceptability
as prescribed by the Administrator; and no loan for the purchase of a
lot on which to place a mobile home owned by a veteran shall be guar-
anteed under this section unless the lot meets such standards. Such
standards shall be designed to encourage the maintenance and develop-
ment of sites for mobile homes which will be attractive residential
areas and which will be free from, and not substantially contribute to,
adverse scenic or environmental conditions. For the purpose of assur-
ing compliance with such standards, the Administrator shall from
time to time inspect the manufacturing process of mobile homes to be
sold to veterans and conduct random onsite inspections of mobile
homes purchased with assistance under this chapter.

(i) The Administrator shall require the manufacturer to become
a warrantor of any new mobile home which is approved for purchase
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with financing through the assistance of this chapter and to furnish
to the purchaser a written warranty in such form as the Administra-
tor shall require. Such warranty shall include (1) a specific statement
that the mobile home meets the standards prescribed by the Adminis-
trator pursuant to the provisions of subsection (i) of this section; and
(2) a provision that the warrantor’s liability to the purchaser or owner
is limited under the warranty to instances of substantial nonconform-
ity to such standards which become evident within one year from date
of purchase and as to which the purchaser or owner gives written notice
to the warrantor not later than ten days after the end of the warranty
period. The warranty prescribed herein shall be in addition to, and not
in derogation of, all other rights and privileges which such purchaser
or owner may have under any other law or instrument and shall so
provide in the warranty document.

(k) Subject to notice and opportunity for a hearing, the Admin-
istrator is authorized to deny guaranteed or direct loan financing in
the case of mobile homes constructed by any manufacturer who refuses
to permit the inspections provided for in subsection (i) of this section;
or in the case of mobile homes which are determined by the Adminis-
trator not to conform to the aforesaid standards; or where the manu-
Tacturer of mobile homes fails or is unable to discharge his obligations
under the warranty. -

(1) Subject to notice-and opportunity for a hearing, the Adminis-

trator may refuse to approve as acceptable any site in a mobile home
park or subdivision owned or operated by any person whose rental
or sale methods, procedures, requirements, or practices are determined
by the Administrator to be unfair or prejudicial to veterans renting
or purchasing such sites. The Administrator may also refuse to guar-
antee or make direct loans for veterans to purchase mobile homes
offered for sale by any dealer if substantial deficiencies have been dis-
covered in such homes, or if he determines that there has been a failure
or indicated inability of the dealer to discharge contractual liabilities
to veterans, or that the type of contract of sale or methods, procedures,
or. practices pursued by the dealer in the marketing of such properties
have been unfair or prejudicial to veteran purchasers.
_ (m) The Administrator’s annual report to Congress, shall, begin-
ing 12 months following the date of enactment of the Veterans’
Housing Act of 1970, include a report on operations under this section,
including the results of inspections required by subsection (i) of this
section, experience with compliance with the warranty required by
subsection (j) of this section, and the experience regarding defaults
and foreclosures. '

(n) 'The provisions of section 1804(d) and section 1821 of this
chapter shall be fully applicable to lenders making guaranteed mobile
home loans and mobile home lot loans and holders of such loans.

L (o) No loans shall be guaranteed or made by _the Administrator
under the provisions of this section on and after July 1, 1975, except
pursuant to commitments issued prior to such date.}

Subchapter TTT—Administrative Provisions

$1820. PowErs OF ADMINISTRATOR

. (a) Notwithstanding the provisions of any other law, with respect
to matters arising by reason of this chapter, the Administrator may—
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(1) sue and be sued in his official capacity in any court of
competent jurisdiction, State or Federal; ‘ .

(2) subject to specific limitations in this chapter, consent (t)
the modification, with respect to rate of interest, time of paymen
of principal or interest or any portion thereof, security or othelg
provisions of any note, contract, mortgage or other instrumen
securing a loan which has been guaranteed, insured, made or
acquired unter this chapter; ) ine b ;

(3) pay, or compromise, any claim on, or arising because of,

such guaranty or insurance; . ) )
an&) pa%. compﬁomis\e, waive or release any right, title, claim,
lien or demand, however acquired, including any equity or any
right of redemption; )

g(5) purchasg at a,ny sale, public or private, upon such terrlr(ls
and for such prices as he determines to be reasonable, and ta et
title to, property, real, personal or mixed; and similarly sell, &
public or privatehsale, exchan%e, assign, convey, or otherwise
dispose of any such property; an ) )

(pG) comp?:ate. agministgr, operate, obtain and pay for in-
surance on, and maintain, renovate, repair, modernize, lease,
or otherwise deal with any property acquired or held pursuant
to this chapter. The acquisition of any such property shall not
deprive any State or political subdivison thereof of its civil or
criminal jurisdiction of, on, or over such property (including
power to tax) or impair the rights under the State or local law
of any persons on such property. Without regard to section
3617, Revised Statutes (31 U.S.C. 484), or any other provision
of law .not expressly in limitation of this paragraph, the Ad-
ministrator may permit brokers utilized by him in connection
with such properties to deduct from rental collections amounts
covering authorized fees, costs, and expenses incurred in con-
nection with the management, repair, sale, or lease of any such
properties and remit the net balances to the Administrator.

(b) The powers granted by this section. may be exercised by the
Administrator without regard to any other provision of law not en-
acted expressly in limitation of this section, which otherwise would
govern the expenditure of public funds; however, section 5 of title 41
shall apply to any contract for services or supphes on account of any
property acquired pursuant to this section if the amount of such
contract exceeds $1,000. ) o o

(c) The financial transactions of the Administrator incident to,
or arising out of, the guaranty or insurance of loans pursuant to
this chapter, and the acquisition, management, and disposition of
property, real, personal, or mixed, incident to such activities and
pursuant to this section, shall be final and conclusive upon all 'ofﬁcers
of the Government. . ) ! )

Jf(d) The right to redeem provided for by section 24_10.(c) of title
28 shall not arise in any case in which'the subordinate lient or interest
of the United States derives from a guaranteed or insured loan.

(e) (1) The Administrator is authorized from time to time, as
he determines advisable, to set aside first mortgage loans, and in-
stallment sale contracts, owned and held by him under this chapter
as the basis for the sale of participation certificates as herein pro-
vided. For this purpose the Administrator may enter into agree-

43

ments, including trust agreements, with the Government National
Mortgage Association, and any other Federal agency, under which
the Association as fiduciary may sell certificates of participation
based on principal and interest collections to be received by the Admin-
istrator and the Association or any other such agency on first mortgage
loans and installment sale contracts comprising mortgage pools
established by them. The agreement may provide for substitution or
withdrawal of mortgage loans, or installment sale contracts, or for
substitution of cash for mortgages in the pool. The agreement shall
provide that the Government National Mortgage Association shall
promptly pay for the Administrator the entire proceeds of any sale of
certificates of participation to the extent such certificates are based
on mortgages, including installment sale contracts, set aside by the
Administrator and he shall periodically pay to'the Association, as
fiduciary, such funds as are required for payment of interest and
principal due on outstanding certificates of participation to the extent
of the pro rata amount allocated to the Administrator pursuant to the
agreement. The agreement shall also provide that the Administrator
shall retain ownership of mortgage loans and installment sale comn-
tracts set aside by him pursuant to the agreement unless transfer of
ownership to the fiduciary is required in the event of default or prob-
able default in the payment of participation certificates, The Admin-
1strator is authorized to purchase outstanding certificates of participa-
tion to the extent of the amount of his commitment to the fiduciary
on participations outstanding and to pay his proper share of the costs
and expenses incurred by the Government National Mortgage Associa-
tion as fiduciary pursuant to the agreement. ‘
(2) The Administrator shall proportionately allocate and deposit
the entire proceeds received from the sale of participations into the
funds established pursuant to section 1823 and 1824 of this chapter,
as determined on an estimated basis, and the amounts so deposited
shall be available for the purposes of the funds. The Administrator
may nevertheless make such gllocations of that part of the proceeds of
participation sales representing anticipated interested collections on
mortgage loans, including installment sale contracts, on other than an
estimated proportionate basis if determined necessary to assure pay-
ment of interest on advances theretofore made to the Administrator
by the Seretary of the Treasury for direct loan purposes. The Admin-
1strator shall set aside and maintain necessary reserves in the funds

- established pursuant to section 1823 and 1824 of this chapter to be used

for meeting commitments pursuant to this subsection and, as he de-
termines to be necessary, for meeting interest payments on advances
by the Secretary of the Treasury for direct loan purposes. .

(f) Whenever loss, destruction, or damage to any residential prop-
erty securing loans guaranteed, insured, made, or acquired by the
Administrator under this chapter occurs as the result of a major dis-
aster as determined by the President under the Disaster Relief Act of
1974, the Administrator shall (1) provide counseling and such other
service to the owner of such property as may be feasible and shall
inform such owner concerning the disaster assistance available from
other Federal agencies and from State or local agencies, and (2) pur-
suant to subsection (a) (2) of this section, extend on an individual case
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basis such forbearance or indulgence to such owner as the Adminis-
trator determines to be warranted by the facts of the case and the cir-
cumstances of such owner.

§ 1821, INCONTESTABILITY , o

Any evidence of guaranty or insurance issued by the Administrator
shall be conclusive evidence of the eligibility of the loan for guaranty
or insurance under the provisions of this chapter and of the ameunt
of such guaranty or insurance. Nothing in this section shall preclude
the Administrator from establishing, as against the original lender,
defenses based on fraud or material misrepresentation. The Admin-
istrator shall not, by reason of anything contained in this section, be
barred from establishing, by regulations in force at the date of such
issuance or disbursement. whichever is the earlier, partial defenses
to the amount payable on the guaranty or insurance..

[§ 1822. RECOVERY OF DAMAGES
[(a) Whoever knowingly makes, effects, or participates in a sale
of any property to a veteran for a consideration in excess of the reason-
able value of such property as determined by the Administrator. shall,
if the veteran pays for such property in whole or in part with the
proceeds of a loan guaranteed by the Veterans’ Administration under
section 1812 or 1813 of this title, or insured under section 1815 of this
title, be liable for three times the amount of such excess consideration
irrespective of whether such person has received any part thereof.
L(b) Actions pursuant to the provisions of this section mayv be insti-
tuted by the veteran concerned, in any United States district court,
which court may, as a part of any judgment, award costs and reason-
able attorneys’ fees to the successful party. If the veteran does not
institute an action under this section within thirty days after discover-
ing he has overpaid, or having instituted an action shall fail diligently
to prosecute the same, or upon request by the veteran, the Attorney
General, in the name of the Government of the United States, may
“proceed therewith, in which event one-third of any recovery in said ac-
tion shall be paid over to the veteran and two-thirds thereof shall
be naid into the Treasury of the United States. :
F(c) The remedv provided in this section shall be in addition to any
and all other penalties imposed by law.]

§ 1823. DIRECT LOAN REVOLVING FUND

(a) For the purposes of section 1811 of this title the revolvine
fund theretofore estahlished bv section 518 of the Servicemen’s Read-
justment Act of 1944 is continued in effect. For the purnoses of
further angmenting the revolving fund, the Secretary of the Treasury
is authorized and directed to advance to the Administrator from time
to time after December 31, 1958, and until June 30, 1961, such sums
(not in excess of $150.000.000 in any one fiscal year, including prior
advancements in fiscal year 1959) as the Administrator may request
except that the aggregate so advanced in any one quarter annual
period shall not exceed the sum of $50.000.000, less that amount which
has been returned to the revolving fund during the preceding quarter
annual neriod from the sale of loans pursuant. to section 1811(g) of
this title: In addition to the sums authorized in this subsection the
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Secretary of the Treasury shall also advance to the Administrator
such additional sums, not in excess of $100,000,000, as the Admin-
istrator may request, and the sums so advanced shall be made avail-
able without regard to any limitation contained in this subsection
with respect to the amount which may be advanced in any one quar-
ter annual period. The Secretary of the Treasury shall also advance
to the Administrator from time to time such additional sums as the
Administrator may request, not in excess of $100,000,000 to be immedi-
ately available, plus an additional amount not in excess of $400,000,000
after June 30, 1961, plus $200,000,000 after June 30, 1962, plus $150,-
000,000 after June 30, 1963, plus $150,000,000 after June 30, 1964, plus
$100,000,000 after June 30, 1965, plus $100,000,000 after June 80, 1966.
Any such authorized advance which is not requested by the Admin-
istrator in the fiscal year in which the advance may be made shall be
made thereafter when requested by the Administrator, except that
no such request or advance may be made-after June 30, 1967. Such
authorized advances are not subject-to the quarter annual limitation in
the second sentence of this subsection, but the amount authorized to
be advanced in any fiscal year after June 80, 1962, shall be reduced
only by the amount which has been returned to the revolving fund
during the preceding fiscal year from the sale of loans pursuant to
section 1811(g) of this title. In addition the Secretary is authorized
and directed to make available to the Administrator for this purpose
from time to time as he may request the amount of any funds which
may have been deposited to the credit of miscellaneous receipts under
this subsection or subsection (¢) of this section. After the last day
on which the Administrator may make loans under section 1811 of
this title, he shall cause to be deposited with the Treasurer of the
United States, to the credit of miscellaneous receipts, that part of all
sums in such revolving fund, and all amounts thereafter received,
representing unexpended advances or the repayment or recovery of
the principal of direct home loans, retaining, however, a reasonable
reserve for making loans with respect to which he has entered into
commitments with veterans before such last day, and a reasonable
reserve for meeting commitments pursuant to subsection 1820(e) of
this title. .

(b) On advances to such revolving fund by the Secretary of the
Treasury, less those amounts deposited in miscellaneous recipts under
subsections (a) and (c) the Administrator shall pay semiannually to
the Treasurer of the United States interest at the rate or rates deter-
mined by the Secretary of the Treasury, taking into consideration the
current average rate on outstanding marketable obligations of the
United: States as of the last day of the month preceding the advance.
The Administrator shall not be required to pay interest on transfers
made pursuant to the Act of February 13, 1962 (76 Stat. 8), from the
capital of the “direct loans to veterans and reserves revolving fund”
to the “loan guaranty revolving fund” and adjustments shall be made
for payments of interest on such transfers before the date of enact-
ment of this sentence. '

(c) In order to make advances to such revolving fund, as authorized
by law to effectuate the purposes and functions authorized in section
1311 of this title, the Secretary of the Treasury may use, as a public
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debt transaction, the proceeds of the sale of any securities issued under
the Second Liberty Bond Act, and the purposes for which securities
may be issued under the Second Liberty Bond :Act include such pur-
poses. Such sums, together with all receipts under this section and
section 1811 of this title, shall be deposited with the Treasurer of the
United States, in a special deposit aceount, and shall be available, re-
spectively, for disbursement for the purposes of section 1811 of this
title. Except as otherwise provided in subsection (a) of this section,
the Administrator shall from time to time cause to be deposited into
the Treasury of the United States, to the credit of miscellaneous re-
ceipts, such of the funds in such account as in his judgment are not
needed for the purposes for which they were provided, including the
proceeds of the sale of any loans, and not later than June 30, 1976,
he shall cause to be so deposited all sums in such account and all
amounts received thereafter in repayment of outstanding obligations,
or otherwise, except so much thereof as he may determine to be neces-
sary for purposes of liquidation of loans made from the revolving fund
and for the purposes of meeting commitments under subsection 1820
(e) of this title. :

§1824. T.0AN GUARANTY REVOLYING FUND

(a) There is hereby established in the Treasury of the United
States a revolving fund known as the Veterans’ Administration Loan
Guarantv Revolving Fund (hereinafter called the Fund).

(b) The Fund shall be available to the Administrator when so
provided in appropriation Acts and within such limitations as may
be included in such Acts, without fiscal year limitation, for all loan
guaranty and insurance operations under this chapter, except admin-
istrative expenses. ) '

(¢) There shall be deposited in the Fund (1) by transfer from
current and future appropriations for readjustment benefits such
amounts as may be necessary to supplement the Fund in order to meet
the requirements of the Fund, and (2) all amounts now held or here-
after received by the Administrator incident to loan guaranty and in-
surance operations under this chapter, including but not limited to all
collections of principal and interest and the proceeds from the use of
property held or the sale of property disposed. of.

(d) The Administrator shall determine annually whether there has
developed in such Fund a surplus which, in his judgment, is more
than necessary to meet the needs of the Fund, and such surplus, if any,
shall immediately be transferred into the general fund receipts of the
Treasury. : o
$1825. WAIVER OF DISCHARGE REQUIREMENTS FOR HOSPITALIZED PERSONS

The benefits of this chapter may be afforded to any person who is

hospitalized pending final discharge from active duty, if he is quali-
tied therefor in every respect except for discharge. :

$1826. WIrHHOLDING OF PAYMENTS, BENEFITS, ETC.

(a) The Administrator shall not, unless he first obtains the consent
in writing of an individual, set off against, or otherwise withhold
from, such individual any benefits payable to such individual under
any law administered by the Veterans’ Administration because of
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liability allegedly arising out of any loan made to, assumed by, or
guaranteed or insured on account of, such individual under this
chapter. )

(b) No officer, employee, department, or agency of the United States
shall set off against, or otherwise withhold from, any veteran or the
widow of any veteran any payments (other than benefit payments
under any law administered by the Veterans’ Administration) which
such veteran or widow would otherwise be entitled-to receive because
of any liability to the Administrator allegedly arising out of any
loan made to, assumed by, or guaranteed or insured on account of,
such veteran or widow under this chapter, unless (1) there is first
received the consent in writing of such veteran or widow, as the case
may be, or (2) such liability and the amount thereof was determined
by a court of competent jurisdiction in a preceding to which such vet-
eran or widow was a party.

§ 1827. EXPENDITURES TO CORRECT OR COMPENSATE FOR STRUCTURAL
DEFECTS IN MORTGAGED HOMES

(a) The Administrator is authorized, with respect to any property
improved by a one- to four-family dwelling inspected during con-
struction by the Veterans’ Administration or the Federal Housing
Administration which he finds to have structural defects seriously
affecting the livability of the property, to make expenditures for (1)
correcting such defects, (2) paying the claims of the owner of the
property arising from such defects, or (3) acquiring title to the prop-
erty; except that such authority of the Administrator shall exist
only (A) if the owner requests assistance under this section not later
than four years (or such shorter time as the Administrator may pre-
scribe) after the mortgage loan was made, guaranteed, or insured, and
(B) if the property is encumbered by a mortgage which is made,
guaranteed, or insured under this chapter after the date of enactment
of this section. ) )

(b) The Administrator shall by regulation prescribe the terms
and conditions under which expenditures and payments may be made
under the provisions of this section, and his decisions regarding such
expenditures or payments, and the terms and conditions under which
the same are approved or disapproved, shall be final and conclusive,
and shall not be subject to judicial review. . ]

(¢) The Administrator is authorized to make expenditures for the
purposes of this section from the funds established pursuant to sections
1823 and 1824 of this title, as applicable.

% ¥* ¥ % * * ¢
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Mr. HarTke, from the Committee on Veterans’ Affairs,
submitted the following

REPORT

[To accompany S. 3883]

The Committee on Veterans’ Affairs, to which was referred the bill
(S. 3883) to amend chapter 87 of title 38, United States Code, to im-
prove the basic provisions of the veterans home loan programs and
to eliminate those provisions pertaining to the dormant farm and
business loans, and for other purposes having considered the same, re-
ports favorably thereon with amendments and recommends that the
bill, as amended, do pass.

CoMMITTEE A MENDMENTS

The amendments are as follows:
Delete the material in brackets and insert the material in italic:

That this Act may be cited as the “Veterans Housing Act of 1974".

SEc. 2. (a) Section 1802(b) of title 38, United States Code, is amended to read
as follows :

“(b) In computing the aggregate amount of guaranty or insurance entitlement
available to a veteran under this [chapter] chapter, the Administrator may ex-
clude the amount of guaranty or insurance entitlement used for any guaranteed,
insured, or direct loan, if—

“(1) the property which secured the loan has been disposed of by the [vet-
erans] veteran or has been destroyed by fire or other natiral hazard ; and
“(2) the loan has been repaid in full, or the Administrator has been
released from liability as to the loan, or if the Administrator has suffered a
loss on such loan, the loss has been paid in [full.} full ; or
“(8) an immediate veteran-transferee has agreed to assume the outstand-
ing balance on the loan and consented to the use of his entitiement, to the
extent that the entitlement of the veteran-transferor had been used originally,
in place of the veteran-transferor’'s for the guaranteed, insured, or direct
loan, and the veteran-transferee otherwise meets the requirements of this
chapter.
The Administrator may, in any case involving circumstances he deems appro-
priate, waive one or more of the conditions prescribed in clauses (1) and (2)
above.”.
1)
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(b) Clause (8) of section 1802(d) of title 38, United Stateg COde, is amended
to read as follows: “(3) by any lender approved by the Administrator pursuant
to standards established by him.”. . X

(e) Section 1803 (c) of title 38, United States Code, is amended by adding at
the end thereof a new paragraph as follows: .

“(3) This section shall not be construed to prohibit a veteran from paying to
a lender any reasonable discount required by such lender, when the proceeds from
the loan are to be used :

“(A) to refinance indebtedness pursuant to section 1810(a) (5) : .

“(B) to repair, alter, or improve a farm residence or other dwelling
pursuant to section 1810(a) (4) ;

“(C) to construct a dwelling or farm residence on land already owned
or to be acquired by the veteran except where the land is directly or indirectly
acquired from a builder or developer who has contracted to construct such
dwelling for the veteran; or . .

“(D) to purchase a dwelling from a Lparty] class of sellers which Lis
determined by] the Administrator [to be unable to pay] determines are
legally precluded under all circumstances from paying such Ldiscount.”.]
@ discount if the best interest of the veteran would be so served.”. . .

(d) Section 1804(c) of title 38, United States Code, is amended by inserting
immediately after the second sentence a new sentence as follows: “Notwith-
standing the foregoing provisions of this subsection, in the case of_a loan auto-
matically guaranteed under this chapter, the veteran shall be required to make
the certification only at the time the loan is closed.”_. n

(e) Section 1804 of title 38, United States Code, is amended by striking out
in subsections (b) and (d) “under section 512 of that Act”.

SEC. 3. Section 1810 of title 88, United States Code, is amended as follows:

(1) by striking out in subsection (a)(5) the second sentence;

(2) by adding at the end of subsection (a) a new paragraph as fol?mlﬂs:

“(6) To purchase a one-family residential unit in a new condominium
housing development or project, or in a structure built and sold as @ con-
dominium, provided such development, project or structure is approved by
the Administrator under such criteria as he shall prescribe.” ; . .

C(2)1 (3) by striking out in subsection (c) “$12,500” and inserting in-
lieu thereof “$17,500” ; and

C(3)3 (4) by striking out [inJ subsection (d) [“‘as to which the Secretary
of Housing and Urban Development has issued, under section 234 of the
National Housing Act, as amended (12 U.8.C. 1715y), evidence of insurance
on at least one lcan for the purchase of a one-family unit”.] in its entircty.

SEc. 4. Section 1811(d) (2) (A) of title 38, United States Code, is amended by

striking out “$12,500” wherever it appears and inserting in lieu thereof “$17,500”.

SEc. 5. Section 1819 of title 38, United States Code, is amended as follows:

(1) by inserting in subsection (a) “or the mobile home lot loan guaranty
benefit, or both,” immediately after ‘“loan guaranty benefit” each time it
appears therein and by striking out “mobile home” immediately before
“loan guaranteed” in the second ‘'sentence of such subsection;

(2) by amending subsection (b) as follows:

(A) by inserting “(1)” immediately after “(b)”;

(B) by reGesignating clauses [“(1)”1 (1) and E*(2)”] (2) as
clauses L“(A)”Y (4) and [“(B)”]1 (B), respectively; and

(C) by adding at the end thereof a new paragraph as follgws:

“(2) Subject to the limitations in subsection (d) of this section, a loan
may be made to purchase a lot on which to place a mobile home if the
veteran already has such a home. Such a loan may include an amount su_ﬂi—
cient to pay expenses reasonably necessary for the appropriate preparation
of such a lot, including, but not limited to, the installation of utility con-
nections, sanitary facilities, and paving, and the construction of a suitable

ad.” ;

P (3) by redesignating clauses (1) and (2) of the first sentence of sub-
section (c¢) (1) as clauses (A) and (B), respectively, and by striking out
the word “and” at the end of clause (A), as redesignated, and inserting in
lieu thereof “or the lcan is for the purpose of purchasing a lot on which to
place a mobile home previously purchased by the veteran, whether or not
such mobile home was purchased with a loan guaranteed, insured or made
by another Federal agency, and"” ;
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(4) by further amending paragraph (1) of subsection (¢) by deleting in
the_ first sentence the clause “or for the purchase of a used mobile home
which is the security for a prior loan guaranteed or made under this section
or for_a loan guaranieed, insured or made by another Federal agency,” and
inserting in licu thereof the following: “or for the purchase of a used mobile
kome which meets or exceeds minimum requirements for construction, design,
and general acceptability prescribed by the Administrator,” ;

L(4)3(5) by amending the last sentence of paragraph (1) of subsection
(d) to read as follows: “In the case of any lot on which to place a mobile
ho_me, whether or not the mobile home was financed with assistance under
this section, and in the case of necessary gite preparation, the loan amount
for such purposes may not exceed the reasonable value of such lot or an
amount appropriate to cover the cost of necessary site preparation or both,
as determined by the Administrator.” ;

L(5)1(6) by striking out in subsection (d) (2) all of the paragraph after
“exceed—" and inserting in lieu thereof the following :

“(A) $12,500 for twelve years and thirty-two days in the case of a
loan covering the purchase of a [single widel single-wide mobile home
only and such additional amount as is determined by the Administrator
to be appropriate to cover the cost of necessary site preparation where
the veteran owns the lot, or

“(B) [[$15,0001 $20,000 for [fifteen] twenty years and thirty-two
days in the case of a loan covering the purchase of a [double widel
double-wide mobile home only and such additional amount as is deter-
mined by the Administrator to be appropriate to cover the cost of
necessary site preparation where the veteran owns the lot, or

“(C) $20,000 (but not to exceed $12,500 for the mobile home) for
fifteen years aud thirty-two days in the case of a loan covering the pur-
chase of a [single wide] single-wide mobile home and an undeveloped
lot on which to place such home, which includes such amount as is
determined by the Administrator te be appropriate to cover the cost of
hecessary site preparation, or

“(D) [$22,5003 $27,500 (but not to exceed [$15,000F 820,000 for the
mobile home) for Lfifteen] fwenty years and thirty-two days in the case
of a loan covering the purchase of a Ldouble wide] doubie-wide mobile
home and an undeveloped lot on which to place such home, which in-
cll}des such amount as is determined by the Administrator to be appro-
priate to cover the cost of necessary site Ipreparations,] preparation, or

“(E) $20,000 (but not to exceed $12,500 for the mobile home) for
fifteen years and thirty-two days in the case of a loan covering the
purchase of a [single wided single-wide mobile home and a suitably
developed lot on which to place such home, or

“(.F) £$22,500] $27,500 (but not to exceed E$15,000F $20,000 for the
mobile home) for [fifteen] fwenty years and thirty-two days in the case
of a lean covering the purchase of a Ldouble widel} double-wide mobile
home and a suitably developed lot on which to place such home, or

“(G}) $7,500 for twelve years and thirty-two days in the case of a loan
covering the purchase of only an undeveloped lot on which to place a
mobile home owned by the veteran, which includes such amount as is
determined by the Administrator to be appropriate to cover the cost of
necessary site [preparation ;3 preparation, or

“(H) $7,500 for twelve years and thirty-two days in the case of a loan
eove}'ing the purchase of a suitably developed lot on which to place a
mobile home owned by the veteran.”;

E£(6)1(7) by amending clause (3) of subsection (e) to read as follows:

“(8) the loan is secured by a first lien on the mobile home purchased with
the proceeds of the loan and on any lot acquired or improved with the pro-
ceeds of the loan;”;

L(7)A(8) by inserting in subsection () “and mobile home lot loans”
[and} after “loans” :

L(8)3(9) by inserting in the first sentence of subsection (i) “and no loan
for the purchase of a lot on which to place 2 mobile home owned by a vet-
eran shall be guaranteed under this section unless the lot meets such stand-

ards prescribed for mobile home lots” after “Administrator” ;




4

L(9)X(10) by inserting in subsection (n) “and mobile home lot loans’
immediately after “mobile home loans” ; and .
L(10)3(11) by striking out subsection (o) in its entirety.

Sec. 6. Paragraph (5) of section 107 of the Federal Credit Union Aot (12
U.8.C. 1757) is amended by inserting after the words “ten years,” the words
“except that loans made in accordance with section 2(b) of the National Housing
Act and section 1819 of title 38, United States Code, may be for the maturities
spectfied therein,”.

Sec. [6.37. (a) Chapter 37 of title 38, United States Code, is amended by de-
leting sections 1812, 1813, 1814, and 1822. .

(b) The table of sections at the beginning of chapter 37 of title 38, United
States Code, is amended by striking out the following :

‘“1812. Purchase of farms and farm equipment.

1813, Purchase of business property.
“1814. Loans to refinance delinquent indebtedness.”

and
““1822. Recovery of [damages.".] damages.” ; and

(e¢) The title of chapter 37 of title 38, United States Code, is amended by
striking out
“CHAPTER 37—HOME, FARM, AND BUSINESS LOANS”
and inserting in lieu thereof "
“CHAPTER 387—HOME, CONDOMINIUM, AND MOBILE HOME LOANS”;
and

(d) The table of chapters at the beginning of title 38, United States Code, and
the table of chapters at the beginning of part III of such title are each amended
by striking out

“37. Home, Farm, and Business Loans____________ . ___ . ___ 1801".
and inserting in lieu thereof
“37. Home, 'Condomininm, and Mobile Home Loans____ - . _____ 1801”.

Sec. [7.]8. Chapter 37 of title 88, United States Code, is amended as follows :
(1) by striking out in section 1803(a) (1) “and not more thap 50 per
centum of the loan if the loan is for any of the purposes specified in section
1812, 1813, or 1814 of this title”;
(2) by striking out the first sentence in section 1803(b) ;
{8) by amending paragraph (1) of section 1803(d) to read as follows:
“(1) The maturity of any loan shall not be more than thirty [years.” ;]
years and thirty-two days.” ;
(4) by striking out the last sentence in paragraph (3) of section 1803(d) ;
(5) by striking out the last sentence in [subsection] section 1815(b) ;
(6) by striking out in section 1818(a) “(except sections 1813 and 1815,
and business loans under section 1814, of this title)”; and
(7) by striking out section 1818(c) in its entirety and redesignating sub-
section (d) as subsection (c). .

Sec. I8.39. Section 802 of title 38, United States Code, is amended by striking
out “$17,5600” and inserting in lieu thereof “$25,000”.

Sec. [9.310. The provisions of this Act [should] shall become effective on the
date of enactment except that the amendments made by [section] sections 2(a)
(3) and 2(b) and [section 3(3)]F sections 3(2) and 3(4) shall become effective
ninety days after such date of enactment.

INTRODUCTION AND SUMMARY oF S. 3883, As REPORTED

The full Committee on Veterans’ Affairs conducted hearings on
September 26, 1974, which reviewed Veterans’ Administration housing
assistance programs in general and examined pending legislation,
which included Chairman Hartke’s bill, S. 3883, the “Veterans Hous-
ing Act of 19747, S. 2023, and H.R. 15912, the House-passed measure.

The Committee received testimony in person or by submission from
representatives of a number of interested organizations. Testimony
from the administration was received from spokesmen from the Veter-
ans’ Administration. Witnesses from veterans’ organizations included

5

representatives of the Veterans of Foreign Wars, Disabled American
Veterans, American Legion, Paralyzed Veterans of America, and the
Non-Commissioned Officers Association of the United States.

Industry representatives included the Mortgage Bankers Association
of America, the Mobile Home Manufacturers Association of America,
the Mobile Home Dealers National Association, the Association of
Mobile Home Mortgage Bankers, the National Association of Home
Builders, and the National Association of Mutual Savings Banks.

On December 10, 1974, the full Committee met in executive session.
After adopting a number of amendments, the Committee unanimously
ordered S. 3883, to be favorably reported to the Senate for action.

The basic provisions of the Veterans Housing Act of 1974, as re-
ported would :

(1) Permit the restoration of a veteran’s entitlement to a guaranteed,
insured, or a direct loan provided any prior GI loan has been paid in
full and the property has been disposed of by the veteran or any
immediate veteran-transferee has agreed to assume the outstanding
balance on the loan and has consented to the use of his veteran’s
entitlement. Current law does not permit the restoration of entitle-
ment except under very limited circumstances, such as if the property
is taken through condemnation, or otherwise by a governmental body,
or is lost or destroyed through a natural hazard, or is disposed of
for some compelling reason devoid of fanlt on the part of the veteran.

(2) Permit the guarantee of loans by the Veterans’ Administration
on an automatic basis in the case of unsupervised lenders sucu as con-
sumer credit institutions, finance companies and mortgage companies
who meet Veterans’ Administration regulatory standards. At present,
the law permits automatic guarantee only in the case of supervised
loans such as banks, savings and loan associations, and insurance
companies,

: §3) Increase the maximum home loan guarantee from $12,500 to
17,500.

(4) Authorize the guarantee of loans for individual condominium
units without the present prerequisite that the Department of Hous-
ing and Urban Development has issued insurance on at least one loan
in the project, thus expanding the number of condominium units eligi-
ble for Veterans’ Administration guarantee.

(5) Increase the maximum loan guarantee for single-wide mobile
home loans from $10,000 to $12,500. The present maximum mobile
home loan is $10,600 with the loan maturing in 12 years regardless of
the size of the unit to be financed. The loan maximum for double-wide
mobile home units is raised from $15,000 to $20,000, with a maximum
guarantee of $27,500 for a double-wide mobile home and an undevel-
oped lot. Also, the ioan maturity for a double-wide home is extended
from 15 to 20 years.

(6) Authorize the guarantee of used mobile home units which meet
Veterans’ Administration minimum requirements for construction, de-
sign and general acceptability.

(7) Amend the Federal Credit Union Act to increase the maximum
maturity of loans made by Federal credit unions from 10 years to
the maximum maturities as specified in section 1819, title 38, United
States Code, and section 2(b) of the National Housing Act. This is
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intended to allow greater participation in Veterans’ Administration
guaranteed mobile home loan market by Federal credit unions.

(8) Provide the authority for the guarantee of a loan for the acquisi-
tion of a lot in making necessary site preparations for the placement of
a mobile home unit which the veteran already owns.

(9) Remove the delimiting date presently in the law which pro-
hibits guarantee of mobile home loans after July 1, 1975, thus making
the mobile home loan guarantee program permanent.

(10) Increase the maximum grant payable for specially adapted
housing for certain seriously service-connected disabled veterans from
$17,500 to $25,000.

(11) Extend the eligibility for “insured loans” to veterans whose
service in the Armed Forces occurred after January 31, 1955, thus
making this group of veterans eligible for benefits under the guar-
anteed loan program, the direct loan program, and the insured loan
program on the same basis as veterans of earlier periods of service.

(12) Delete a number of dormant sections authorizing farm or
business loans. Because of the relatively restrictive terms of Veterans’
Administration guaranteed farm or business loans and the availability
of more attractive programs administered by the Small Business Ad-
ministration and the Farmers Home Administration, lenders make few
if any loans under these sections.

(13) Provide that the act shall take effect on the date of enactment
except that those provisions relating to authorizing automatic guar-
antee of loans by unsupervised lenders and the extension of eligibility
for condominium guarantee and certain provisions relating to restora-
tion of entitlement shall become effective 90 days after date of enact-
ment.

A general discussion of the more major provisions of the reported
bill is set forth below. Additional background material and expres-
sions of Committee views are set forth under the section-by-section
analysis, infra.

BacrerouND aND Discussion

Veterans Housing Assistance Programs

One of the most important Federal programs to assist veterans and
their families is the Veterans’ Administration housing assistance
programs. In the 17-year history of the home loan guarantee program.
the Veterans’ Administration has guaranteed 8,924,304 loans as of
October 31, 1974, for an aggregate princinal amount of $109.2 billion.
Under the program, the Veterans’ Administration inspects new houses
during and after completion. All houses securing guaranteed mort-
gages are appraised and the reasonable value determined prior to any
loan closing. Under the program, a veteran is not required by the
Government to make a downpayment and may take up to 30 years to
pay. Despite the sharp rise in price of houses, nearly 73 percent of
veteran home buvers continue to obtain ne downpayment loans. A
veteran further has the option of prepaying his mortgage without
penalty, and may be released from lability when he sells his home. In
addition, veterans who are experiencing difficulty in meeting mortgage
payments are counseled by VA representatives who work with the
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veteran to resolve the difficulties that may arise.

all defaults are cured and withdrawn. ¥ arise. Nearly 85 percent of
The VA guarantee generally results in a veteran obtaining a loan

at a more favorable interest rate. The maximum permissible interest

rates on G1 loans are shown in the following table:

TABLE 1.—VA INTEREST RATE PATTERN SINCE 1950

[Mazimum interess rate on VA single family home mortgages]

Percent Date

4 . April 1950 to May 1953,
Y May 1958 to December 1956.
gl ___________________ December 1956 to August 1957.
2 3;; _________________ August 1957 to September 1959.
3 V: ----------------- September 1959 to February 1961.
S February 1961 to May 1961.
15 12 ————————————————— May 1961 to February 1966.
5% (T Febf'uary 1966 to April 1966.
6 & TTTTTTTTmmmmees April 1966 to October 1966.
6% October 1966 to May 1968.
b May 1966 to January 1969.
87, - TTTTTTTTTTTes January 1969 to January 1970.
P — January 5, 1970 to December 1, 1970.
R December 2, 1970 to January 12, 1971,
e January 13, 1971 to February 17, 1971.
79 February 18,1971 to July 6, 1973.
K 1/4 ----------------- July 7, 1973 to August 24, 1973.
5 ;/2 _________________ August 25, 1973 to January 22, 1974.
: 1,; __________________ January 23, 1974 to April 14, 1974.
g T April 15, 1974 to May 12, 1974. |
e — May 12, 1974 to July 7, 1974. |
S — July 8, 1974 to August 13, 1974. |
P — August 14, 1974 to November 24, 1974.

__________________ November 25, 1974 to . . .

Currently, the maximum interest rate on GI loans is 9 percent.
. During fiscal year 1974, the Veterans’ Administration guaranteed
311,250 loans to veterans, the highest fiscal year total, except for the
2 preceding fiscal years, as reflected in the following table:

TABLE 2.—~COMPARATIVE HIGHLIGHTS OF VETERANS HOUSING ASSISTANCE PROGRAM

Fiscal year—
Percent
1974 1973 change
Loan(s; closectj: g j
varanteed or insured. __ 306, 198 359,276 !
3 A ~14.4 ]
llg(it:gélte_ Elome _________ - 5, 062 5, 856 -13.6
Aver(a;ge loan a(rjnount: - 2,608 %9330 —iLo
uaranteed or insured (pri
M~°2i'1° teed or ed (p lma_ry loans for homes)..________._____. ’%3' ggg $§§, gg(} ig-g
irect . oo g 8 3
Maxi(l;num interest rate (percen 316,829 315, 662 +5
[ 8% 7 +25.0
Mobile homes. _ . X
Gl loans outstandin, ) 10 ey
i e—— e S 1y
Defaults as percent of outstanding loans______ 17" 1.0 1.02 1
Propertiesonhand.___________ " TTTTTTTTTTmmmeemmomoonemes 11,135 11,459 ..%g

S.Rept. 93-1334 --- 2
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On a cumulative basis, more than 60 percent of all loans guaranteed
were made to World War IT veterans, 19 percent to Korean conflict
veterans and 16 percent to post-Korean veterans. These figures reflect,
of course, the much larger number of World War IT veterans and
the longer period of time they have been eligible for the VA loans.
Looking at fiscal year 1974, however, of the 311,000 loans guaranteed,
about 269,000 or more than 87 percent went to post-Korean veterans
and servicemen, with less than 10 percent going to World War IT
veterans and 5 percent to Korean conflict veterans. W]t}h the average
age of World War II veterans at 54 and Korean conflict veterans at
44, compared to an average age of 30 years for post-Korean veterans,
it is anticipated that the preponderance of demand for VA loans in
the future will come from the post-Korean veteran population.

The Veterans’ Administration housing assistance programs also
include a direct loan program which assists veterans living in rural
areas, small cities and towns where VA guaranteed loans are not
available generally from private lenders. About 80 percent of all
counties in the United States are eligible for direct loans although
only 20 percent of the veteran population reside therein. Under
this program the VA has provided loans to 320,877 veterans in a
cumulative amount of $3.2 billion since the programs’ inception in
1950. )

During the past several years, the volume of direct loans has de-
clined in part because of greater availability of private funds for
guaranteed loans and in part because of reluctance by the administra-
tion to utilize the program. In fiscal year 1974, only 2,608 direct
loans were made. Currently, the direct loan revolving fund has a
balance of $885 million. The average amount of those direct loans was
$16,768, contrasted with the $25,069 average for home loans guaranteed
during the same period. The administration currently estimates a
level of activity of approximately 2,500 direct loans for the calendar
year 1974, ) ) q

Considering the large proportion of VA loans made with no owni
payments, the overall foreclosure rate of 8.5 percent through fisca
year 1974 compares favorably with credit risk experience with other
loans. Generally, if a default cannot be cured and foreclosure ensues,
the VA usually acquires the property by securing the loan from the,
mortgage holder and then sells it. Since the beginning of the Veterans
Administration loan program in the waning days of World War II,
348,000 properties have been acquired and 337.000 have been disposed
of, leaving an inventory as of June 30, 1974, of 11,135 properties.
Loans established by the sale of acquired properties are known as
“vendee accounts” and are sold to private investors subject to repur-
chase in the event of default. Cumulatively, through June 30, 1974,
more than $18 billion of vendee accounts and $916 million of direct

ns had been sold.
loaPubli((jl Law 80-702 in 1948 established a maximum grant of $10,000
for specially adaptive housing for disabled veterans. This special gx;fmt
is limited to 50 percent of the total cost of the “wheelchair home.” It
was twice raised, in 1969 to $12,500 and again in 1972 to $17,500
(Public Law 92-341).
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The Veterans Housing Act of 1970 authorized the VA to guarantee
loans on mobile homes, which account nation-wide for 80 percent of
all new homes sold for under $20,000. The total number of mobile
homes guaranteed as of June 30, 1974, numbering 15,625, represents
only a small proportion of total guaranteed loans. However, the aver-
age veteran oblaining a mobile home loan in fiscal year 1974 tended to
have a monthly income less than a veteran receiving a loan for a con-
ventionally built home and was also younger than a veteran obtaining
a loan for a conventionally built home (37 percent were 26 years old
or less, compared to only 19 percent of those purchasing a conventional
home). Three-quarters of these veterans were Vietnam era veterans.

TABLE 3.—COMPARISON OF VA LOANS, FISCAL YEAR 1974

Mobile

home loans Home loans
Average maturity (aonths)__.__.__._____..____ ... _____ 142 353
Average purchase price..______.____ [ [T TTTTTTTITITTTmmmm e $9, 162 $25,737
Average loan amount_______________ T TTTTTTTTTTITTTITTTTTI T 9, 090 25,029
Average monthly income_________~ T TTTTTTTTTTITTTTImmmm e 551 790
Average monthly housing expense_.._________ _TTITTTTTemmmmmmmmmme o 189 283
Averageassets......_ . ____ - 07T TTTTTTTTITTITTTTTTTIImIm I 591 2,592
H g exp asap of monthly income__________._______ [T 77T 34.3 35.8

Amendments to the VA Home Loan Program

S. 3883, as reported, makes a number of amendments to expand and
improve the basic Veterans’ Administration housing assistance pro-
gram, which should make it more attractive to both veterans and
lenders. First, the maximum loan guarantee is increased 40 percent
from $12,500 to $17,500. Since the program’s inception, the VA home
loan guarantee has been increased four times. First, from $2,000 to
$4,000 in 1946; seond, from $4,000 to $7,500 in the mid-fifties and to
$12,500 on May 7, 1968, the effective date of Public Law 90-301. In
1968, when the present maximum guarantee was established, the aver-
age home loan was approximately $17,000. The $12.500 ceiling easily
provided the 60 percent guarantee indicated by section 1803 of title
38. Today that $12,500 guarantee does not afford the same safeguard
for lenders on larger loans now being processed. According to the VA,
the average GI loan for fiscal year 1974 was $25,655. ‘Thus, the maxi-
mum $12,500 guarantee provided an average of only 49.8 percent. cov-
erage. Ubviously, as the loan amount increases, the percentage guar-
anteed decreases and often does not afford a reasonable opportunity
for a veteran or his family to purchase a higher priced home without.
making a substantial downpayment. Increasing the maximum guar-
antee should make smaller or no downpayments more likely for vet-
erans, increase the availability of mortgage financing, and enable
lenders to maintain the 60 percent ratio of guaranteed loan amount
as indicated in section 1803 of title 88. This increase is strongly sup-
ported by the Mortgage Bankers Association of America, the Nation: 1
Association of Mutual Savings Banks, and the National Association
of Home Builders as well as by all major veterans organizations. The
VA has informed the Committee that it expects no significant in-
creases in expenses or losses as a result of the increased guarantee.
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The reported bill would also, consistent with the amendments made
by Public Law 91-506 in 1970, expand opportunities for veterans to
ogtain VA guaranteed loans. The Veterans Housing Act of 1970 re-
vived the expired unused loan entitlement of World War II and Ko-
rean conflict veterans and provided that a veteran’s eligibility would be
open ended until the entitlement was used. Amendments made by the
reported bill would allow for restoration of the veteran’s entitlement
in expanded circumstances. Currently the law provides that the VA
may restore entitlement previously used by the veteran to enable him
to obtain a guaranteed, insured or direct loan if his property 1s taken
through condemnation or otherwise by a governmental body, is l‘(‘)st or
destroyed through natural hazard, or is disposed of for some “com-
pelling reason devoid of fault” on the part of the veteran. The re-
ported bill would eliminate the requirement of “compelling reason de-
void of fault” and would generally allow restoration of entitlement if
the previously guaranteed loan has been paid in full or assumed by
another eligible veteran who consents to the use of his entitlement.

The amendments providing for the restoration of entitlement rec-
ognize the fact that we live in a highly mobile society and also that
many veterans desire or find the need for a different or larger house
for personal reasons. The Committee believes that if prior loans of
these veterans have been paid off or properly assumed by another vet-
eran with eligibility, the veteran should have his entitlement restored
in full for the purchase of another home. These amendments were
particularly supported by the Non-Commissioned Officers Association,
who testified before the Committee on the difficulties of enlisted and
career military personnel who transferred from base to base through-
out their active military duty. ) ) .

The reported bill would also extend automatic processing privileges
to nonsupervised lenders, such as mortgage companies and other con-
sumer credit finance companies. The automatic loan procedure facili-
tates the closing of the loan as opposed to the lender submitting a loan
application with supporting documents to the VA for issuance fo the
lender of a commitment to guarantee the loan when closed. Under the
automatic procedure, the flow of the transaction from application to a
lender for a loan to actual closing can be greatly expedited, thus re-
sulting in better service to the veteran buyer. Under existing law, how-
ever, only supervised lenders, such as banks, savings and loan asso-
ciations, and insurance companies have the privilege of automatic
processing. All other lenders must submit loans to the VA for prior
approval. This can result in extending the time for processing a vet-
eran’s application for a loan guarantee to a period of more than 30
days beyond a reasonable time, often resulting in denying to the vet-
eran the occupancy of his desired home for the period involved and
forcing him to pay rent on a nonowned residence. In addition, in pric-
ing their homes builders and sellers give consideration to the time
delay which can result in additional expenses to the veteran buyer.
Thus, this amendment can affect a large number of veterans since
mortgage companies now originate approximately two-third’s of the
loans for conventionally built homes guaranteed by the VA, as shown

in the following table:
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TABLE 4.—VA LOANS BY MORTGAGE BANKING INSTITUTIONS

Percent

Mortzage Total mortgage

banker VA loans bankers

VA closed closed ! of total

(millions} (mitlions) (percert)

$4, 600 $7,291 63.1

4,928 8,173 60.3

4,126 5,923 69.7

2,588 3,439 78.3

2,667 4,072 65,5

1988 e 2,520 3,772 66.8

1 Guaranteed primary loans only.

Assuming appropriate standards are developed by the Administra-
tor, the Committee believes there is no reason why automatic loan
guarantee authority should not be extended to worthy, nousupervised
lenders. As many as 1,200 lending institutions could receive automnatic
approval status by virtue of this amendment.

In addition, in order to make VA guaranteed mortgage money more
readily available, the payment of a reasonable discount by the veteran
is permitted by the reported bill in certain limited circumstances in
which there is no builder or seller involved (who would normally pay
the discounts required by the lenders) or where the seller, such as a
trustee in bankruptcy, is legally precluded from paying a discount.

The amendment would also permit veterans to pay a reasonable
discount on a loan obtained to construct a dwelling on land which he
already owns. This is a rather infrequent case, where the veteran owns
his lot and acts as his own contractor in building his home, usually
doing part of the work himself and perhaps hiring subcontractors for
pa:t of the work. In this situation, the lender is willing to make a
GT loan when the house is completed but requires the payment of a dis-
count. Thus, unless the veteran is legally permitted to pay the dis-
count, he would be unable to obtain the GI loan. The Committee
intends that this provision not be construed in any way to constitute
a device to permit builders to pass payments of discounts on to veteran
purchasers and will monitor operation of this provision closely.
Finally, this amendment would permit payment of discounts in the
rare cases where the seller of existing property is legally prohibited
from paying discounts such as a trustee in bankruptcy or an executor
of an estate. In these situations, the Committee does not believe that a
veteran desiring to purchase such a home and willing to pay a reason-
able discount required by a lender should be denied GI financing. At
the same time, however, the Committee intends that this provision be
very narrowly construea and does not intend it to be a device for

evasion of the basic rule prohibiting the payment of discounts.

Condominiums

The reported bill would also significantly expand the authority of
the Veterans’ Administration to guarantee loans of veterans purchas-
ing condominiams. Condominiums constituted 40 percent of all new
housing units constructed in the twenty-five largest metropolitan areas
of the United States in 1974 to date. With the price of detached single-
family residences increasing very rapidly, condominiums often con-
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stitute an available supply of more reasonably priced housing. The
Veterans Housing Act of 1970 (Public Law 91-506) authqu.zed
veterans to purchase one-family residential units in condominium
projects with the assistance of VA financing but under restrictive
conditions. Currently, veterans are restricted to projects in which the
Secretary of Housing and Urban Development has insured at least
one loan under section 234 of the National Housing Act. The restric-
tion was originally written into Public Law 91-506 because the
Veterans’ Administration, which historically had been primarily
guaranteeing mortgages in single-family detached homes, did not have
the technical expertise necessary to approve and value condominiums.
However, because of the limited number of condominiums processed
under section 234, veteran purchasers wishing to avail themselves of
VA financing have been confined to a very narrow selection of units.
Since 1970, when section 1810(d) of title 38 was added by Public Law
91-506, through June 3, 1974, there have only been 3,788 loans made
for the purchase of condominiums, and most of these have been ap-
proved just recently. The number of condominiums approved in fiscal
years 1972, 1973 and 1974 was respectively 899, 1,794, and 1,094.
Because in many instances condominiums provide the veteran an
opportunity to acquire quality residences at comparably modest costs,
usually below what it would cost to purchase an individual house of
similar size placed on a regular size lot, the Committee believes that
the expansion of authority contained in the reported bill is desirable.

At the same time, the Committee is keenly aware that there have
been a number of problems plaguing the condominium industry with
increasing complaints of shoddy construction, unfair increases in main-
tenance fees, and builders who exercise unexpected control over key
facilities for long periods of time. ]

Accordingly, in granting expanded authority to the Veterans’ Ad-
ministration to approve condominium loans, the Committee does so
with the express intent and understanding that appropriate regula-
tions and standards will be developed to insure that the Veterans’
Administration approves only those condominiums that meet accept-
able high standards of quality and that the best interests of the vet-
erans are adequately protected. The Committee expects the Veterans’
Administration to provide for detailed plans, procedures, and forms
for review of, not only the physical plans or structure of condominium
projects, but also legal documents relating to such projects, the costs
of maintaining the common property, and assurance that any manage-
ment agreements being entered into are fair to veteran buyers.

Mobile Homes

The Veterans Housing Act of 1974 would also make a number of
amendments to improve and expand the Veterans’ Administration
mobile home loan program. First, the bill would provide that the
mobile home loan program first authorized by the Veterans Housing
Act of 1970 and scheduled to expire on July 1, 1975, would become
permanent. )

When the Veterans Housing Act of 1970 was under consideration,
Congress recognized that many young veterans did not have the re-
sources to pay the rapidly escalating prices of conventionally-built
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homes. The 1970 act authorized the VA to guarantee Joans on mobile
homes in order to “make available lower cost housing to lower income
veterans, especially those who have been recently discharged. . ..”

For example, mobile homes, constitute 80 percent of all homes pur-
chased under $20,000. In 1973 the average price of mobile homes was
$9 per square foot as opposed to $17.30 per square foot. for conventional
housing. Although only 14,624 mobile home loans have been guaran-
teed to date, it appears that the veterans obtaining mobile homes are
for the most part those for whom the program was intended. The
reports of the average veteran obtaining a mobile home loan in calen-
dar year 1973 had a monthly income of $523 compared to $739 average
monthly income for veterans receiving VA loans for conventionally-
built homes. The following tables give additional information as to
financial characteristics of those purchasing mobile homes.

TABLE 5—RANGE OF FINANCIAL CHARACTERISTICS BY EACH FIFTH OF VETERAN PARTICIPANTS
[Prior approval mobile home loans April-June 1972]

Lowaest fifth Second fifth Third fifth Fourth fifth Highest fifth
Purchase price.____..______. Under 7411.___ 7,411 to 8,440___ 8,441 to 9,300... 9,351 t0 10,095._ O
Loan amount. .2 17777 Under 7,241 """ 7,241 to 8,359 _ 8360 to 9.259._ 9260 to 8,975. " Over 3099?5 )
Monthly income_.______ " " Under 400____._ 400 to 4 459to 511 . ___ 512 te 600..___. Over 600.
Housing expense____._____ _ Under 157_.____ 157to 173 174t0187____ . 188 t0 206______ Qver 206.
Assets___._.______ .. Under 185______ 55510 297___ .. 29810492 _ . 493t0 875 __ Over 875.
Age_ . .. ... Under24.._____ 24 10 2 26t028 .. __ 29t035_.___.__ Over 35.

TABLE 6.—LOAN GUARANTY FINANCIAL CHARACTERISTICS

[Prior approval mobile home foans, April-fune 1972)

Loans

Amount
Numberofloans..___._.___. ... ___ 1,056
Average maturity (months). ____Z__ 1T ITIIII I e "141
Average purchase price._ .. . e i TTITTTT 38,791
Average loan amount.____ """ 77 o = 8, 660
Average monthly income__________ . - ! 502
Average monthly housing expense________ It e e 180
Averageassets ____________ ITT T e e e 686
Housing expense as a percent of monthly i eI 35.91

_The Committee believes the value of the program has been estab-
lished not only for those who may temporarily reside in mobile homes
before purchasing conventional homes but also for those who wish to
reside in larger mobile homes (particularly double-wide homes) on a
permanent basis. Finally, the Committee is aware that the provisions
of the reported bill providing for restoration of entitlement to vet.
erans who have satisfied previous obligations on VA guaranteed home
loans will present them with new opportunities to obtain VA guar-
anteed mobile home loans for retirement purposes,

As the mobile home manufacturers testified before the Committee,
the current temporary authorization has served to prevent the full
utilization of these provisions by dealers and financing institutions
unsure of the ultimate duration of the program. They testified that
they were confident that, with a permanently authorized program,
dealers and financial institutions would “be more willing to become
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involved and . . . this fact will contribute to an increasing number of
applications for VA guaranteed mobile home loans.” .

The extension of automatic approval privileges to nonsupervised
lending institutions as authorized by section 2 of the reported bill
should also increase utilization by lenders of the VA guaranteed mobile
home loan program. A General Accounting Office report in 1972, for
example, indicated that the length of processing time was a primary
problem which lenders and mobile home dealers had experienced with
the VA program. The extension of automatic processing should dra-
matically decrease the time necessary to qualify for a VA home.loari
and enable the program to compete successfully with conventiona
financing procedures. ) )

The Committee also wishes to stress that in terms of making more
funds available, the Veterans’ Administration direct loan program,
which has not been used to date, could be utilized for making loans on
mobile homes. The Committee strongly urges the VA to examine the
feasibility of making direct loans available in rural areas for veterans
desiring to purchase mobile homes under this program. .

The reported bill would also increase the maximum loan limitation
and maturity dates for mobile homes. Loans for single-wide mobile
homes would be increased from $10,000 to $12,500. Double-wide mobile
homes would be raised from $15,000 to $20,000 and the maximum
maturity of the loan would be extended from 15 to 20 years. Given
the recent rapid rate of inflation, the Committee believes these in-
creases are thoroughly justified. Increasing the maximum loan amount
of maturity for double-wide mobile homes to $20,000 and 20 years
should enable veterans to purchase larger and better quality double-
wide mobile homes, if they so desire and have sufficient income. Ship-
ments of double-wides continue to increase as shown in the Mobile
Home Dealer Market Report for September, 1974. Today double-wides
comprise 21.3 percent of the total market as compared with 15.6 per-
cent for 1973. Inflation and other factors have escalated mobile home
manufacturer’s wholesale prices by 20 percent during the second quar-
ter of 1974 over the same period of 1973, according to Wholesale
(FOB) plant prices published by Eldrich and Lavage for the Mobile
Home Manufacturers Association. o )

Eixpanded authority is also given the Veterans’ Administration to
approve loans or used mobile home loans provided it meets or exceeds
minimum regulations for construction, design, and general accepta-
bility as prescribed by the Administrator. ]

In reviewing the mobile home loan program, the Committee also
gave its close attention to suggestions by some to increase the maxi-
mum VA guarantee from 30 to 50 percent. As originally enacted in
the Veterans Housing Act of 1970, the guarantee was limited to 30
percent of the law, which, as noted in Senate Report 91-1230, was
considered consistent with the prevailing practice aniong private
lenders. As to the amount of downpayment required on conventional
mobile home loans, this 80 percent guarantee by the VA stands in place
of a 30 percent downpayment. If the guarantee were to be increased to
50 percent, such action would accord lenders and holders a security
equivalent to that which would be derived from a 50 percent down-
payment. The VA reported that there is no indication that in finane-
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ing a mobile home, lenders generally are demanding 30 percent, much
less than 50 percent. The VA also seriously questioned the assumption
that the higher guarantee would increase the amount of money avail-
able for purchase of those homes. The VA further noted that although
some lenders appear to believe that a guarantee larger than 30 percent
is desirable (presumably on the belief that an increase would improve
the security of investments in VA guaranteed mobile homes which
currently yield 12 percent), an examination of most of the guarantee
claims paid today demonstrates that in the vast majority of cases, the
present 30 percent guarantee has adequately insulated the holders of
loans against 'nss. There were some suggestions to the Committee that
the underlying rationale for increasing the guarantee to 30 percent
would be to assure that either or both the Government National Mort-
gage Association and the Federal National Mortgage Association in-
clude VA mobile home loans in the secondary market program. How-
ever, in response to specific inquiries made by the Chairman of the
Committee, both the Federal National Mortgage Association and the
Government National Mortgage Association declined to make any such
commitment.

The VA continues to strongly oppose any such increase. In an ap-
pearance before the Comittee on Veterans’ Affairs on September 26,
1974, the VA spokesroan testified :

We believe a lender exercising reasonable care in the origi-
nation and servicing of VA guaranteed mobile home loans
should be adequately protected against loss with the 30 per-
cent guaranty. Increasing the guaranty to 50 percent, how-
ever, could have the effect of so overprotecting lenders that
some might lose any incentive to exercise the expected degree
of care in credit underwriting and servicing of such loans.
A failure to exercise due care would cause poor loans to be
made and would eventually increase both the number and
size of claims VA must pay.

Given the foregoing, the Committee does not believe an increase in
the basic amount of guarantee is warranted at this time. Rather, the
Committee believes it should await further experience of the programs
in general and, in particular, the operation of the amendments of this
Act. Should there be strong indications in the future of secondary
market interest in VA mobile home loans which require increased
guarantees, the Committee will give immediate and close considera-
tion to additional amendments.

The reported bill would also extend the VA guarantee to loans which
were made just on the mobile home lot itself. Currently, there are
veterans who have purchased mobile homes prior to the time the au-
thority was granted to the VA to guarantee mobile home loans, as
well as others who purchased or will purchase mobile homes without
using VA loans to finance their homes. The guarantee of loans to pur-
chase lots for mobile homes, usually at a cost significantly below that
of renting sites, would grant such veterans the same benefits presently
available to veterans who finance their mobile homes with VA assist-
ance. The law now precludes the financing of just mobile home sites,
even if the veteran could make such arrangements with the lender. The

S.Rept. 93-1334 -_- 3
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! ittee believes it desirable to grant statutory authority to guaran-
tC(;gIIsllrlr(l:lE ?)urchases, if financing can be secured. Amendments are a&s(;
added to provide that no mobile home lots shall be guaranteed unde
this section unless the lot meets certain standards which the Adrpmlsci
trator prescribes for mobile home lots. These standards are desxgg_e1
to encourage the maintenance and development of sites for mo 1be
homes which would be attractive residential areas and Woul%l not sub-
stantially contribute to adverse scenic or environmental conditions.

Extension of Federal Credit Union Authority To Participate Fully
inthe VA Mobile Home Loan Program ‘

Section 6 of the reported bill would also extend the authority of thg
Federal credit unions to participate more fully in VA guarantee
mobile home loan programs, as well as in FHA insured home 1mpr_'ove5—
ment and mobile home loan programs. Amendments made 1n section
of this act would extend the maximum term on VA guaranteed mo-
bile home loans to 12 and 20 years, depending on the size and site
factors. A similar extension was contained in the “Housing and Cor}r}r
munity Development Act of 1974”, where the maximum term for t g
FHA insured home improvement loan was extendeﬂd to 12 years anc
the maximum term on FHA mobile home loans to 15 years. Currently,
under section 107 of the Federal Credit Union Act (12 U.S.C. 1757),
the maximum maturity for loans made by a Federal credit union 113
limited to 10 years. An amendment made by the reported bill wou
extend federal credit union maturities for VA guaranteed mobile
home loans and for FHA insured home improvement and mobile home
loans to the terms permitted by laws dealing with such loans. Federal
credit unions are participants in the FHA improvement and mobile
home loan market and in the VA guaranteed mobile home loan market.
In order to insure that money will be available for those loans by Fed-
eral credit unions, this amendment is necessary. The amendment in
the reported bill was developed in close consultation with the com-
mittee of jurisdiction, the Committee on Banking, Housing and Urban
Affairs, as reflected in the following letter :

U.S. SENATE,
Comyrrres ox Bankixne, Housing AND URBAN AFFAIRS,
SuscommitrreE oN Housineg aND UrBAN AFFAIRS,
Washington, D.C., December 9, 197 4.
Hon. Vance HarTke, )
C hairman, Committee on Veterans Affairs,
U.8. Senate, Washington, D.C.

Desr Mr. CuarmMan: It is my understanding that the Veterans
Affairs Committee is presently considering S. 3883, “The Veterans
Housing Act of 1974.” Included in that measure are provisions to
make permanent the VA mobile home guarantee program, presently
scheduled to expire on July 1, 1975. It is also my understanding that
provisions of S. 3883 would extend the maximum term of VA guaran-
teed mobile home loans to 12 years for single wide and to 15 years for
double wide mobile homes. A similar extension was contained in the
Housing and Community Development Act of 1974, extending the
maximum term for FHA insured home improvement loans to 12 years,
and for FHA insured mobile home loans to 15 years.

4
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As you know, Federal Credit Unions are participating in the VA
guaranteed home loan market as well as in FHA hore improvement
and mobile home loan markets. As you also know, jurisdiction over
Federal Credit Unions has and continues to reside in the Committee
on Banking, Housing and Urban A ffairs. Currently, under section 107
of the Federal Credit Union Act (12 U.S.C. section 1757), Federal
Credit Unions are limited in their authority to make secured loans
with maturities not to exceed 10 years.

In view of the recent amendments contained in the Housing and
Community Development Act of 1974 as well as pending amendments
to S. 3883, it would thus be desirable to extend the authority of the
Federal Credit Unions to participate in both of these programs to the
maximum extent of the maturities specified therein.

Accordingly, given the few weeks remaining in the second session
of this Congress, and the imminent consideration of S. 3883, I would
not object to and would also recommend favorable action on the fol-
lowing amendment to the “Veterans Housing Act of 19747 :

“Paragraph (5) section 107 of the Federal Credit Union Act
(12 U.S.C. 1757) is amended by inserting after the words “ten
years”, the words “except that loans made in accordance with
section 2(b) of the National Housing Act and section 1819 of title
38, U.S.C., may be for the maturities specified therein.”

With best wishes and kindest personal regards, T am
Sincerely,
JOHN SPARKMAN.

Inoreased Grant for Specially Adapted Housing for Disabled
Veterans

Section 9 of the reported bill would increase the maximum amount

of the grant payable by the Administrator of the Veterans’ Admin- ,

istration to provide specially adapted housing for certain totally dis-
abled service-connected veterans. Under present law, these disabled
veterans are entitled to a grant not to exceed 50 percent of the cost
of the home and the necessary land up to a miximum of $17,500. This
bill would amend section 802 of title 38, United States Code, by in-
creasing the maximum grant authority to $20,000.

Veterans eligible for housing assistance grants are principally
service-connected quadraplegics, paraplegics, amputees, and others
who require the use of a wheelchair. Their disabling condition requires
ramps, special bathroom equipment, extra-large rooms and hallways,
exercising facilities, and other devices which are essential for many
of them to live comfortably outside a hospital.

Public Law 80-702, enacted in 1948, initially provided for grants
of up to $10,000 for “wheelchair homes”. At that time the average
cost of construction for a new single-family residence was $7,800.
Housing construction costs have risen steadily since then though the
Mmaximum amount of the grant has been increased just twice, first to
$12,500, in Public Law 91-22, and then to $17,500, in Public Law
92-341. The Veterans’ Administration reported that in fiscal year
1972 the average total cost to a vereran for a new specially adapted
house was $38,744. This cost has increased to $45,155 for fiscal year
1973 and to $48,510 for fiscal year 1974. As of July, 1974, the last
month for which this data is available, this average cost was $53,500.
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The Committee thus believes that the need for additional grant au-
thority is readily apparent. The Veterans’ Administration has re-
ported that they “pelieve the proposed increases are warranted.”
During the 26 years of the programs existence, 13,599 veterans have
been aided at an expense of $148.3 million. In fiscal year 1974, 672
grants were made. In the current fiscal year, a total of 205 grants have
been made as of October 31, 1974, with an additional 445 grants
anticipated for the remainder of this fiscal year. Appyox1mate1y 650
grants are projected for fiscal year 1976. The VA estimates that the
Ist-year additional cost occasioned by this amendment would be

approximately $4,875,000.

Repeal of Obsolete Provisions

The reported bill would also make a number of technical amend-
ments to chapter 37, as well as repeal a number of obsolete statutory
provisions in the Veterans’ Administration housing assistance pro-
gram. Among them, the moribund farm and business loan programs
are repealed. Neither the farm loan program (sectlon 1812{ nor the
business loan program (section 1813) today affords a viable benefit
to veterans. Due to the relatively restrictive terms of the VA guaran-
teed farm or business loans, and the availability of more attractive pro-
grams administered by the Small Business Administration of the
Farmers Home Administration, lenders have not been making such
loans. For example, in 1951, the VA guaranteed 42,000 business loans.
Since that time the volume has dwindled to negligible proportions and
in fiscal year 1974 only two business loans were guaranteed. The peak
year for guaranteed farm loans was 1947 when 20,000 were guaranteed.
Tn the interval, there has been a sharp decline year after year. In the
past fiscal year, there were only 8 farm loans guaranteed. o

In deleting these provisions, the Committee wishes to emphasize 1ts
continuing concern that veterans who apply for farm or business loans
under other Federal programs be accorded the emphasis that our
Nation expects to be given to those who have honorably served their

country.

E ffective Dates of the Act

Most provisions of the Veterans Housing Act of 1974 become effec-
tive upon enactment. A 90-day delay is granted, however, with respect
to: first, the extension of automatic loan provisions to nonsupervised
lenders; second, the expansion of authority to approve condominium
loans and; third, expansion of authority with respect to restoration
of entitlement in certain cases. In view of the Committee’s deep con-
cern that there be adequate and effective regulations, plans, and pro-
cedures that protect the interest of both the Veterans’ Administration
and the veteran, the Committee, upon recommendation of the VA, has
agreed to a 90-day deferred effective date of these provisions.

Cost EsTiMATES

TIn accordance with section 252(a) of the Legislative Reorganization
Act of 1970 (Public Law 91-510, 91st Congress), the Committee, based
on information supplied by the Veterans’ Administration, estimates
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that the only significant cost attrib t is bill i 1
] . ] _attributable to this bill is occasioned
(Sﬁ(s:‘txlk())llédg V1éxtcreas1ng }f_he maximum housing grant for certain severe}g
$4i§) Dled vef .erans, which will result 1n a 1st-year cost of approximately
n arriving at cost estimates, the Veterans’ Administratio j
. . - n !

bgtilhlncreases as well as oﬁ'se%tmg decreases in administratiggo(]:gg:
of the program, funded through the “General Operating Expenses”
appro%)rlatlon account. The extension of the mobile home loan pro-
gram to a permanent program together with expanded authority to
gpprr{ve condominiums under the VA program will result in addi-
goﬂnat a};imlmstrat}ve expenses of approximately $654,000. This will be
o se hy approximately the same amount in savings, occasioned

hrough increased automatic processing and the removal of the neces-
sity to process and determine “compelling reason” petitions. )
. The Illberahza.tlon and expansion of the program will mean greater
boan ;o“ume, \;\;hlch will naturally result in a numerically greater num-
ler of “losses” under this program. The Committee assumes that the
t(i)gi :iirtle étself, hovyeve(li, IZVIH ﬁlot increase. The VA estimates that addi-
\ osses occasione the increased vi
ab%l}l:? $€75£,000 RPN 3’ eased volume will amount to only

e estimates that the 1st full-year cost of the entire bi i
, i 1 S ire bill wil

be $5,811,000, increasing gradually to $8,663,000 at the end of 5 Ve:mvll's%

Costs . ptatt . )
folloiv a;gg ::l\)fllggs by section, including net costs are all reflected in the

TABLE 7.—ESTIMATED COSTS OF S. 3883 FOR FISCAL YEARS 1975 THROUGH 1979

General
operating Expenses
expense and losses Total

A. Restoration of entitlement:
1975

2,775,900
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TABLE 7.—ESTIMATED COSTS OF S. 3883 FOR FISCAL YEARS 1975 THROUGH 1879—Continued

Gen:_rul Expenses
operatin,
gxpensg and losses Total

E. Mobile home loans (increase in loan amounts and elimination of 1975
termination date):

660, "

1,177,00

1,515, 000

2,483,000

, 298, 000

9,133, 000

4,875,000

4, 875, 000

4, 689, 000

4,314,000

23, 343, 000

Tma‘l:tnyi:'aari:‘f .cost: ..................................... e enmemmmemeemnmmm—amemecmons g, %(21, %

53{::? T G"&:%Sg

OSSR S S————— N 7883, 900
Sthyear. - .occoememne-- —- .- , 662,

LT Rt ISR TS PP SERESEESEIERECELEE S SRS 35,581, 500

TapuLaTION OF VOTES CAST IN COMMITTEE

Pursuant to section 133(b} of the Legislative Reorganization Act
of 1946, as amended, the following is a tabulation of votes cast in
person or by proxy of the members of the Committee on Veterans
Affairs on a motion to report S. 3883, with amendments, favorably to

the Senate:

Yeas—9
Vance Hartke Clifford P. Hansen
Herman E. Talmadge Strom Thurmond
Jennings Randolph Robert T. Stafford
Harold E. Hughes James A. McClure
Alan Cranston

Nays—0

SECTION-BY-SECTION ANALYsIS AND EXPLANATION OF S. 3883, as
REPORTED
Section 1 . )
This section provides that the proposed Act may be cited as the
“Veterans Housing Act of 1974”.

Section 2 '

Subsection (a) of section 2 amends section 1802(b), chapter 37, title
38, U.S.C., to provide for restoration of loan entitlement. Under Kl&s
section, which both codifies and expands existing practices, the Ad-
ministrator could restore a veteran’s loan guarantee entitlement if the
following conditions are met. First, the property was secured by a
prior VA assistance loan and must either have been disposed of by
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the veteran or destroyed by fire or by some other natural hazard. And
second, the prior loan must have been paid off in full or the Adminis-
trator must have been released from hability under guarantee; or, if
the prior loan was foreclosed and the VA paid the claim, the veteran
must repay in full any loss suffered by the VA on such loan (the Ad-
ministrator still continues to have the authority to waive either or both
of these conditions in appropriate cases). Finally, a veteran may have
his entitlement restored if an eligible veteran-transferee has agreed
to assume the outstanding balance of the loan and has consented to the
use of his entitlement. The removal of “compelling reasons devoid of
a fault” will eliminate a statutory requirement that is susceptible to
varying interpretations and thus uneven application throughout the
system of VA field stations. It will also result in substantial adminis-
trative cost savings to the VA in the expenditure of resources and staff
in determining the validity of reasons for disposal of property by
veterans.

The provisions would also allow a qualified veteran to assume the
outstanding balance of a VA loan on the property of another veteran,
while at the same time, the veteran who is transferring such property
will have his original entitlement for a VA loan restored to him and
he shall be free of any obligations on the transferred property. This
provision is especially important to all military servicemen. Through-
out a normal military career averaging 21 to 24 years, a service mem-
ber may expect seven to eight permanent changes of station. During
this time, he would normally be eligible for one VA loan and perhaps
one or two FHA In-Service Loans. Then it becomes time for retire-
ment. Once a permanent homesite has been selected, he is faced with
the fact that he has no immediate eligibility under the present Veterans
Housing Act and no entitlement to an In-Service Loan. The Com-
mittee considers the present law to be penalizing the service member.
This provision would make it easier for servicemen to purchase homes
if required by the contingencies of the service and help alleviate the
present housing problem for many servicemen who are faced through-
out their career with changing locations, In Washington, D.C., alone
there are less than 4,500 Government housing units with over 45,000
enlisted military personnel. The Non-Commissioned Officers Associa-
tion of the U.S.A. and the Marine Corps League both strongly endorse
this amendment. The Veterans’ Administration has testified that enact-
ment of these provisions will not substantially increase the Govern-
ment’s exposure to loss. '

Subsection (b) amends section 1802(d) of chapter 37, by deleting
the present clause 8 and substituting language permitting any non-
supervised lender approved by the Administrator to process home or
mobile home loans on the “automatic” basis, pursuant to standards
established by the Administrator. Currently, only supervised lenders
(e.g., banks, savings and loan associations, and insurance companies)
are authorized under law, pursuant to standards established by the
Administrator, to process GI loans for conventionally-built and
mobile home loans on an automatically-guaranteed basis. Technically,
under existing law, nonsupervised lenders who have been named certi-
fied agents by the Secretary of the Department of Housing and Urban
Development, can be permitted to process automatically-guaranteed
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loans. However, this HUD certified agent problem is no longer
operable. .

Consumer credit and finance companies which are nonsupervised
lenders have not been participating to any large extent in VA mobile
home loan programs. These lenders are often reluctant to process loans
on a prior approval basis because the process entails considerable addi-
tional time to obtain commitments from the Veterans’ Administra-
tion than the time required for completing other loans on a con-
ventional basis. ’

The extension of the “automatic guarantee” privileges, as outlined
by this section, should significantly reduce the time in loan processing
for veterans, hopefully stimulating greater participation by these in-
stitutions in the mobile home program. _

Mortgage companies now originate approximately two-thirds of the

loans for conventionally-built homes guaranteed by the VA. Many of
these companies have consistently demonstrated the capability and
expertise necessary for originating loans of satisfactory quality. Thus,
the Committee believes that there is every reason to expect that com-
panies which can demonstrate this capability and expertise and who
otherwise meet the regulation standards promulgated by the Adminis-
trator should be granted automatic processing privileges. At the same
time, the Committee is aware there are several types of nonsupervised
lenders, notably mortgage companies, finance companies and mobile
home loan servicing companies. They range from companies with
hundreds of branches operating in practically all 50 States to small
companies with only one office. Further, their modes of operation vary
substantially. Moreover, mortgage companies, not subject to Federal
or State supervision, are generally not highly capitalized and make
Joans for sale and not for retention. Thus it is important that the
Veterans’ Administration develop sufficient standards. The Committee
is aware that some preliminary work has been done by the Veterans’
Administration already, as to developing these appropriate standards.
The exact criteria for such standards involve a complex and important
undertaking since the Veterans’ Administration’s assurance that loans
are being made in full compliance with the law and regulations will
in large Eart be limited to post-audit of closed loans. The Committee
expects that great care will be taken by the Veterans’ Administration
in the establishment of standards and procedures and other guidelines,
together with the amendments to the present reporting of statistical
procedures. The Committee also expects that in implementing this
section the program be monitored very closely to insure proper opera-
tion and to prevent excessive defaults. The Committee further expects
to be apprised on a regular basis by the Veterans’ Administration on
the implementation and operation of this program.

Subsection (¢) amends section 1803 (¢) by adding a new paragraph 3,
which recodifies and extends existing law to permit veterans in certain
limited circumstances to pay discounts for “points” when they obtain
lnans. Generally, veterans are not permitted to pay discounts under
VA housing assistance programs since if they were permitted to do so,
they might pay an interest rate in excess of the permitted maximum.
An existing law, contained in section 1810(a) (5) of title 38, permits
the payment of discounts in refinancing loans made pursuant to that
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section. That section is recodified in new paragraph 8 of section 1803 (c)
and existing provisions in 1810(a) (5) deleted. In order to insure that
& veteran does not pay in excess of the maximum interest rate author-
ized by law, and also that funds would be available, the seller or
builder is generally the only party available to pay discounts.

_An amendment made by this section would recognize several basic
sitnations in which there is either no builder or seller involved or
where the seller is lega'ly barred from paying a discount. In those
cases, amendments made by this subsection would, in order to enable
a veteran to obtain the loan he seeks, permit him to pay a reasonable
discount. Thus, a veteran would be permitted to pay a discount to
repair, alter, or imprcve a farm, residence, or other dwelling obtained
with a GT lean, pursuant to section 1810(a) (4). It would also include
the case where a veteran desires to build his own home or farm resi-
dence on land he already owns or intends to acquire, except if the
land has been directly or indirectly acquired from the building con-
tractor himself, Since no builder or seller is involved, the veteran
ordinarily is unable to obtain the loan since he is not permitted to pay
a diseount.

A final exceptior is provided in the situation where the seller is
acting in a legal ¢x fiduciary capacity (such as a referee in bankruptey
or an executor of a decedent’s estate) and is legally incapable of pay-
ing a discount. In these cases, the Administrator must determine that
such class of sellers are legally precluded and that it is in the best in-
terest of the veteran to permit him to pay the discount. The VA esti-
mates that there are only a limited number of cases in any of these
exceptions,

Subsection (d) amends section 1804 (c) to provide that where “auto-
matically guarantee1” loans are made, the certification by the veteran
that he intends to occupy the property as his home, need only be ob-
tained once, at the time the loan is closed. Current law requires vet-
erans to certify their intent twice to occupy the property secured as
their own homes: First, at the time of the application, and second, at
the closing of the loan. Often loan com paries, through error, have
failed to secure the initial certification and the mistake is brought to
the attention of the VA only when the final papers are submitted.
Thus, failure to obtain the initial certification at the time of the ap-
plication has often resulted in severe administrative problems and cost
to the VA. The double certification contributes little additional pro-
tection to the program. Accordingly, the VA favors this amendment
requiring a single certification at the time the loan is processed for
automatic guarantee,

Subsection (¢) amends sections 1804 (b) and ( d) of title 38 to re-
move the requirement that when the Veterans’ Administration sus-
pends a builder, lender, or broker for disciptinary action taken by the
Secretary of Housing and Urban Development, the HUD sanction
must have been taken under section 512 of the National Housing Act.
Under that same section of the Nationa] Housing Act, HUD can sus-
pend the builder or lender when the VA has suspended a party under
section 1804 (b) or (d). By deleting this reference to section 512 of the
N atlona} Housing Act in both of the sections, the amendment has the
effect of permitting the VA to refuse to do business with any parties
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suspended by HUD, regardless of whether HUD’s debarment is based
on section 512 of the National Housing Act or some other authority.
As a practical matter, the Secretary of Housing and Urban Develop-
ment makes no suspensions under section 512. This amendment then
will prevent a situation in which the VA might be forced to do busi-
ness with a firm which has been debarred by HUD for serious miscon-
duct but for a violation other than under section 512. In such cases,
the VA often does not have sufficient evidence of its own, concerning
GI loans to prove several similar misconduct in VA cases. The Cgm-
mittee would expect that the VA would act accordingly were the Sec-
retary of Housing and Urban Development has taken disciplinary
action and be apprised of such actions.

Section 3

This section makes three amendments of section 1810 of chapter 37,
of title 38, U.S.C. ) )

Clause 1 makes a technical amendment by deleting from section
1810(a) (5) the provision authorizing payment of discounts on re-
financing loans since section 2 of this bill makes this provision part of
new paragraph 3 of section 1803 (c). )

Clause 2 amends section 1810(a) by adding a new paragraph 6
authorizing the Veterans’ Administration to guarantee loans for vet-
erans purchasing a one-family residential unit in a new condominium
housing development project (or in a structure built and sold as a
condominium) if the development, project or structure has been ap-
proved by the Administrator under such criteria as he shall DI.“ESCI‘lbe.
This expanded authority replaces present subection (d) which cur-
rently limits VA financing to those projects in which the Secretary
of Housing and Urban Development has issued at least one loan under
section 234 of the National Housing Act. Subsection (d) is accordingly
deleted by the reported bill. Because of various problems experienced
in certain segments of the condominium industry, the Committee ex-
pects that great care be taken by the Veterans’ Administration in issu-
ing its regulations and guidelines to insure that it approves only con-
dominium projects which meet acceptable high standards of quality.
In the processing of horizontal condominiums the “MINIMUM
PROPERTY STANDARDS” (MPS) for 1 to 4-family units used
by the VA for its regular GI loan program can be adopted. Construc-
tion should be required to comply with the MPS, and the Committee
expects that VA compliance inspections will be required. ]

In the case of high rise condominium construction, the Comthittee
would expect that at a minimum, the construction meet requirements
set by local authorities for high rise construction such as the uniform
building code, the southern building code, or other comparable build-
ing codes. The Veterans’ Administration should ascertain that these
codes are being fully complied with. If FHA standards for condo-
miniums are significantly more stringent than such building codes, the
Committee believes that the VA should give very close consideration to
requiring more exacting standards than the local building code. The
Committee is particularly concerned with Veteran’s Administration
approval of those units which may have been constructed as condo-
miniums prior to the effective date of this act. It would expect for
previously constructed condominiums, just as for newly constructed
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condominiums, that the entire project be approved rather than just
the individual unit. In addition to appraising for value, the VA should
assure itself that plumbing, electrical and other basic systems meet
appropriate standards.

The Committee is also most concerned that adequate protection be
provided the veteran borrower. The Comnmittee would expect that the
fcllowing items either be unacceptable or subject to the most stringent
standards of review: (1) Leasing of common areas to condominium
owners; (2) lease backs to builders with right to charge user fees;
(3) franchises or licenses for central TV antennas or the like; (4)
provisions for future annexation without a general plan and the VA’s
right to approve (to insure against dilution of interest and possible
downgrading of area); (5) avsolute right of the developer to change
plans when sales have started; (6) retention of developer’s rights to
enter into management contracts after owners should have control ; and
(7) lack of presale requirement.

The Committee also expects the Veterans’ Administration to take
appropriate steps to increase veterans’ awareness of automatic mem-
bership in community associations and the new home ownerships sys-
tems in townhouse projects and condominiums and planned unit devel-
opment. Veterans should be fully apprised of their rights and duties
in such associations. The Committee is aware of a contract recently
entered into by the Veterans’ Administration with the Community
Associations Institute, a nonprofit association to develop guide book-
lets containing such basic introductory information as a veteran needs
in order to understand community associations. The Committee com-
mends this and any other activities aimed at insuring that veterans
fully understand their rights and obligations.

Clause 3 amends section 1810(c) to increase the maximum home loan
guarantee entiti..nent from $12,500 to $17,500. The average GI loan
approved in fiscal year 1974 was $25,655; the maximum $12,500 pro-
vided an average of only a 49.8 percent coverage. An increase to
$17,500 would enable more lenders to maintain a 60 percent ratio of
guaranteed loan amount, thus increasing the number of loans and
decreasing the amount of dewnpayment by veterans.

Clause 4 deletes section 1810(d) entirely, which ~uthorizes VA
guarantee of loans for purchasing condominium units, since this pro-
vision is now superseded by new section 1810(a) (6) added by clause 3
of this section of the reported bill.

Section 4

This section is a conforming amendment to the direct loan program
which increases the guaranteed entitlement to a VA loan from $12,500
to $17,500, consistent with amendments made in section & of this re-
ported bill.

Section 5

This section makes a number of amendments to section 1819 of sub-
chapter II of chapter 37, title 88, United States Code, relating to the
expansion of loans for mobile homes and mobile home lots and making
the program permanent.

Clauses 1, 2 and 3 make amendments to subsections (a), (b), and
(¢) to provide the VA with authority for the first time to guarantee
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a loan for the purpose of separately acquiring a mobile home lot and
making the necessary site preparation, whether or not the mobile home
itself was purchased with a loan guaranteed, insured, or made by
another Federal agency.

Clause 4 further amends subsection (c) to liberalize the conditions
under which the VA may guarantee a loan for the purchase of a used
mobile home. Under current law, the VA is authorized to guarantee a
used mobile home only as security for prior loans guaranteed or made
under this section or for a loan guaranteed, insured or made by another
Federal agency. In providing this expanded authority, the Committee
intends the Administrator to provide adequate safeguards and cri-
teria to value the quality and general condition of the used mobile
home on which mobile home applications are made.

The Committee expects the VA to establish the value of used mobile
homes proposed as security for a VA guaranteed loan through a proc-
ess utilizing qualified fee personnel experienced and knowledgeable in
appraising mobile home units eoupled with staff review of the fee ap-
praisers’ finding for final evaluation as to value and acceptability of
the particular mobile home unit. In addition, the VA should require
a report from a qualified third party covering the operating condi-
tion of mechanical equipment, electrical and gas systems, water and
plumbing systems, etc. With respect to used mobile home units being
sold by a mobile home dealer, VA should require a warranty agreement
from such dealer to the veteran purchaser.

The acceptability of any used mobile home unit should meet ap-
propriate safety requirements now required for new units such as:

(1) .each room designed for sleeping purposes, unless it has an
exit door, must have at least one outside window of such size and
area to permit exit in an emergency;

(2) a minimum of two exterior doors remotely located from
each other and so arranged as to provide unobstructed exit to the
outside of the mobile home; and

(3) must have an acceptable automatic smoke detector installed
outside each sleeping area to warn occupants of the presence of
any fire condition.

The Committee expects the Veterans’ Administration to establish
a maximum term for used mobile home loans based on the appraisal
of the physical life expectancy of the particular mobile home unit not
to exceed the maximum established for new mobile homes. Thus, the
maturity of loans on used mobile homes would generally be for terms
below this maximum.

Olauses 5,7, 8, 9 and 10 are technical amendments to subsections
(d), (e), (f), (i), and (n) conforming these subsections to the amend-
ment made by this section of the reported bill providing authority for
the first time to the VA to guarantee a loan for just a mobile home lot.
These clauses provide for the establishment by the VA of a separate
maximum loan amount, first lien security, interest rate, prior VA ap-
proval on standards for planning, construction, and general accept-
ability for a mobile home lot, also providing that the provisions of sec-
tion 1804(d) and section 1821 of this chapter be fully applicable to
lenders making guaranteed mobile home lot loans.

Olause 6 amends paragraph 2 of subsection (d) to increase the maxi-
mum amount of loans and maturities for mobile homes. Under these
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amendments, the maximum permissible loan amount for a single-
wide mobile home is increased from $10,000 to $12.500. The maximum
amount for a double-wide mobile home is increased from $15,000 to
$20,000 and the maximum maturity extended from 15 years to 20 years.
For a single-wide mobile home and an undeveloped lot, the maximum
loan is established at $20,000 with a maturity of 15 years. The maxi-
mum loan amount for a double-wide mobile home and an undeveloped
Tot is placed at $27.500. Also, a loan for a single-wide mobile home
and a developed Iot is maximized at $20.000 for 15 years; for a double-
wide mobile home and a developed lot the maximum is $27,500 for 20
years; and the maturity maximum for only an undeveloped or de-
veloped lot is $7,500 for 12 years.

Clause 11 deletes subsection (o) entirely, which provides that the
VA mobile home loan program terminates on July 1, 1975. The pro-
gram now becomes permanent.

Section 6

This section amends 107 of the Federal Credit Union Act (12 U.S.C.
1757) to extend the maximum maturity for VA guaranteed mobile
home loans and for FHA insured home improvement and mobile home
loans made by Federal credit unions to the terms either permitted by
section 2(b) of the National Housing Act or section 1819 of title 38,
United States Code. Section 5 of the reported bill would amend
section 1819 to extend the maximum term on VA guaranteed mobile
home loans to 12 or 20 years depending on size and site factors. A simi-
lar extension was contained in amendments to the National Housing
Act contained in the Housing and Community Development Act of
1974, which extended the maximum term for ¥HA insured home im-
provement loans to 12 years and for F¥HA mobile home loans to 15
years. This would allow continued participation in both FHA and VA
mobile home loan programs by Federal Credit Unions. ‘

Section 7

Subsection (o) amends chapter 37 of title 38, U.S.C., by deleting the
following obsolete sections: 1812 (Purchase of faims and farm equip-
ment) ; 1813 (Purchase of business property) ; 1814 (Loans to refinance
delinquent indebtedness) ; and 1822 (Recovery of damages).

Neither the farm loan program (section 1812) or the business loan
program (section 1813) currently affords a viable benefit to veterans.
The volume of VA guaranteed farm and business loans has sharply
dwindled to negligible proportions in the past quarter century mainly
because of the relatively restrictive terms of these loans and the avail-
ability of more attractive loans from other Federal agencies, such as
the Small Business Administration and the Farmers Home Adminis-
tration. For example, in fiscal year 1974, only two business loans and
only eight farm foans were guaranteed under those sections.

The refinancing authority currently contained in section 1810(a) (5)
of title 38 obviates the need for the provisions in section 1814 and
the section is accordingly deleted by the reported bill. The deletion
of sections 1812 and 1813 renders section 1822 concerning recovery of
damages meaningless and thus should also be deleted.

Subsection (b) amends the table of sections at the beginning of chap-
ter 37 to reflect the deletions made by subsection (a).
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Subsection (¢) amends the title of chapter 37 to reflect the deletion
of the sections dealing with farm and business loans and the inclusion
of condominiums and mobile homes.

Subsection (d) amends the table of chapters at the beginning of
title 38, United States Code, and the table of chapters at the beginning
of part I1T of title 38 to also reflect the deletion of the sections dealing
with farm and business loans and the inclusion of condominiums and
mobile homes.

Section 8

Clauses 1, 2, 4, 5, 6, and 7 make a number of technical amendments
to sections 1813(a) (1), 1803(d), 1815(b), 1818(a), and 1818(c) re-
quired by the deletions of sections 1812, 1813, 1814, and 1822. The dele-
tion of references to section 1815 in sections 1818 (a) and 1818(c) will
permit post-Korean veterans to obtain “insured” home loans (in addi-
tion to “guaranteed” loans) which are presently available only to
World War IT and Korean confiict veterans. Although very few
lenders have their loans insured rather than guaranteed, there is no
justified reason to maintain this unwarranted distinction and the
Committee thus eliminates it.

Clause 3 amends section 1803(d) (1) to add 32 days to the present
30 years for the maturity of VA home loans. When a loan is closed
in the middle of a month, it is customary for the first payment to be-
come due on the 1st day of the 2nd month following the month in
which the loan is closed. Thus, if a loan were closed October 23, 1974,
the first payment would be due December 1, 1974. In this case, the
final payment would be due November 1, 2004, or 9 days beyond the
statutory maximum. Current law thus often precludes lenders from
writing loans for an even 360 payments,

The proposed amendments would eliminate this irritant to both
lenders and investors. It is consistent with existing law in section 1819,
which permits terms for either 12 years and 32 days or 15 years and
32 days for mobile home loans. Section 1819 was originally written in
this manner to eliminate problems similar to those faced under sec-
tion 1803. '

Section 9

This section amends section 802 of chapter 21 of title 38, United
States Code, to increase from $17,500 to $25,000 the maximum grant
for specially adaptive housing for disabled veterans. This special
grant is limited to 50 percent of the total cost of the “Wheelchair
home”. Public Law 80-702 set the grant in 1948 at $10,000. This was
raised to $12,500 in 1969 and again increased to $17,500 in 1972 by
Public Law 92-341. The costs for a specially adapted house are con-
sistently and rapidly increasing. In fiscal year 1971, the average total
cost to a veteran was $35,990; in fiscal year 1972 it rose to $38,774,
and again to $45,155 in fiscal year 1973. As of July 1974, the average
total cost was $53,000. The Committee considers this provision to be
necessary in light of the current market situation.
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Secticn 10

This section provides that the provisions of the Act shall generally
become effective on the day of enactment except that the provisions
section 2(a) (3), restoring the entitlement to a veteran who transfers
his guaranteed property to another veteran, section 2(b), relating to
automatic guarantze loans, and sections 3(2) and 3(4), relating to
condominium loans, shall become effective 90 days after the day of
enactment. These two exceptions, are made because of the necessity for
the preparation of detailed plans, agreements, and procedures to im-
plement these sections and to insure that they adequately protect the
interest of both the veteran and the Veterans’ Administration.

AceExcy Reprorts

The Committee requested and received reports on several housin
bills pending before it from the Veterans’ Administration, the Federa
National Mortgage Association, and the Government National Mort-
gage Association. These reports follow: '
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[No. 146]
COMMITTEE ON VETERANS' AFFAIRS, U.S. SENATE

VETERANS’ ADMINISTRATION,
OFFICE OF THE ADMINISTRATOR OF VETERANS' AFFAIRS,
, Washington, D.C., September 25, 197 4.
Hon. Vance HarTkE, ' ‘
Chairman, Committee on Vetérans' Affairs,
U.S. Senate, Washington, D.C. _

Dear MR. CratrmaN: This is in reply to your request for a report
on S. 3883, 93d Congress. = . - _

The purpose of the bill is to amend chapter 37 of title 38, United
States Code, to improve the following basic provisions of the veterans
home loan programs and to eliminate those provisions pertaining to
the dormant farm and business loans.

Subsection (a) of section 2 of the bill would amend section
1802(b) of title 38, United States Code, which provides for restoration
of loan entitlement. Under this new section the Administrator could
restore a veteran’s loan guaranty entitlement if two requirements are
met. First, the property which secured a prior VA assisted loan must
have either been disposed of by the veteran for any reason, or de-
stroyed by fire or other natural hazard. Second, the prior loan must
have been paid-in-full, or the Administrator must have been released
from liability under the guaranty, or, if the prior loan was foreclosed
and VA paid a claim, the veteran must repay in full any loss suffered
by VA on such loan. The Administrator may, however, waive either
or both of these conditions in appropriate cases.

The law presently provides, with respect to a veteran, that the
Veterans’ Administration may restore entitlement previously used to
obtain a guaranteed, insured, or direct loan if the property is taken,
through condemnation or otherwise, by a governmental body, or is
lost or destroyed through a natural hazard, or is disposed of for some
compelling reason devoid of fault on the part of the veteran. With
respect to a serviceman, the Veterans’ Administration is required to
restore entitlement used to purchase a home which the serviceman
has disposed of because of a transfer by the service department, pro-
vided the loan is paid in full. In the administration of the statutory
authority, VA regulations have always required that the Govern-
ment’s liability on a veteran’s loan must have been extinguished,
which requires for all practical purposes that the loan must have been
paid in full. The amendment regarding restoration only upon payment
in full, in effect, codifies the regulatory practice.

The removal of “compelling reasons devoid of fault” would elimi-
nate a statutory requirement that is susceptible to varying interpre-
tations and, hence, uneven epplication throughout the system of VA
field stations. Furthermore, determinations of the validity of the
reasons for disposal of properties by veterans entail a substantial ex-
penditure of resources on the part of VA staff.

“is then reported to V
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The bill would tend to desirably increase the availability of loan
benefits to veterans, but would not affect their availability to service-
men. As to veterans, the impact would be largely confined to those
who have used substantially all of their $12,500 entitlement for the
purchase of & home and who did not have a “compelling reason” for
disposing of their homes. Many desire or find a need for a different
or larger house for personal reasons. If the prior loans of these veterans
have been paid off, they would be granted new entitlement in full for
the purchase of another home. This extended availability of GI loan
financing for such veterans will not substantially escalate the Govern-
ment’s exposure to loss. The waiver authority proposed to be granted
to the Administrator would be exercised only in unusual situations
such as where the property is substantially damaged or destroyed by
a natural disaster. o

Subsection (b) of section 2 of the bill would amend present sec-
tion 1802(d) by deleting clause (3) thereof, which has become obsolete
since the Department of Housing and Urban Development program
for certified agents has been inoperative for years. In lieu thereof, a .
new clause (3) would be inserted to authorize the Administrator to
permit any lender to, process GI loans for both conventionally built
and mobile homes on an automatic guaranty basis pursuant to
standards established by the Administrator.

The automatic loan K)rocedure facilitates the closing of a loan, which

for guaranty, as opposed to the lender sub-
mitting & loan application, with supporting documents, to the VA,

 which then issues to the lender a commitment to guarantee the loan

when closed. Under the automatic procedure, the flow of the transac-
tion, from application to a lender for a loan to actual closing, can be
greatly expedited, thus resulting in better service to the veteran-buyer.
Under existing law, however, only supervised lenders (e.g., banks,
savings and loan associations, and insurance companies) have the
privilege of automatic processing. All other lenders must submit loans
to VA for prior approval.

Consumer credit and finance companies which are nonsupervised
lenders have not been participating to any great extent in the VA
mobile home loan program. Many such lenders have been reluctant
to process loans on a prior approval basis, which entails more time
to obtain commitments from VA than the time required for completing
loans on a conventional basis. It is believed this provision will serve
to stimulate greater participation in the mobile home loan program.

Under this subsection of the bill, VA would also be authorzed to
approve qualifying, nonsupervised lenders to process loans for auto-
matic guarantees for veterans to finance conventionally built homes.
Mortgage companies originate about two-thirds of the loans which
VA guarantees on conventionally built homes. Some mortgage
companies have consistently demonstrated the capability and exper-
tise necessary for originating loans of satisfactory quality. Considering
the fact that loans processed automatically entail substantially less
workload demands on VA, it is shortsighted to deny qualified mortgage
companies the opportunity to process loans in this manner. There is
ampﬁ)e reason to expect as satisfactory performance from reliable
mortgage companies originating large volumes of loans as from some
supervised lenders which are relatively inactive in the program and,
hence, unfamiliar with GI loan requirements.
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i i ' il v tion 1803(c)
Subsection (¢) of section 2 of the bill would amend sec ¢
of tl;tli, 38 to( permit veterans to pay discounts when they obtain
lonns t0:‘;) Refinance. delinquent "iﬁ'('lebtedness (pursuant to ‘section

10(a) (5) -of title 38); P ‘ o
'18(b)(a)1€e%)air or improve a dwelling the veteran already owns;
(¢) Construct a dwelling on land the veteran already owns; an
(d) Purchase [iro‘perty from -a ggarty the Administrator deter-
ines to be unable to pay such a discount. ] :
V(:?elxr'l:lis are not permitted to pay discounts, since, if they were tg
do so, they might be paying an interest rate in excess of the permitte
maximum. An exception of this rule is refinancing loans made pursuant
to section 1810(a)(5) of title 38, since that section now . specifically
permits discounts to be paid by veterans. Section 3(1) of the. bill

iscount provision relating to refinancing loans from section
Cl]glle(}f:)%ﬁ gf title 3§'in favor of placing it into the proposed. segtlon
1803 (c) (3), which will ing}ude aél four situations where the ve eran
i ermitted to pay discounts. IR o
Wl%sb ea%eneral rule,pvgteran§ may not pay discounts smce to.do sﬁo
would result in payment of interest in. excess of the maximum Ea .2
authorized by law. Thus, the only party available to pay discoun 3_1
the seller. The proposed amendment to permit veterans to fp&gf . hlS;
counts in certain specified instances is in recognition of the ixc A a
in the enumerated instances there 1s no builder or seller invo vt? (or
the seller is a party who is legally barred from paying 2 discount, et.%f,
_ a trustee in bankruptcy). Hence, either the veteran must pay the
discount or he will not be able to obtain thé loan he seeks. .
Section 1810(a) (5) which authorizes the Administrator to guarantee
refinancing loans recognizes this fact and permits the veteran to p%}}; st
discount when required by a lender. (VA, by regulation, requires a_
the discount not be in excess of that determined by VA to be reaipn
able.”) Section 3 (i) of S. 3883 merely moves this provision from section
1810(a) (5) of title 38 to section 1803 (c) of title 38. welling is
Item (b), which refers to a loan to repair or improve a we hgm;e
included to cover the type of case wherein a veteran own?ra o e
obtained with a GI loan, desires to improve or repair the dwel &n(gi, _&tIl.
the holder of the GI loan is willing to make the loan provided 1t.1s
paid a discount. It could also include a case where a \_feteraéll(iwns
his home free and clear and a lender 1s willing to make him &S' oan
to repair or improve his home provided a discount 18 paid. 1ml:)et no
builder or seller is involved, the veteran ordinarily is una‘ble to (')d aué
the loan since he is not ﬁermltted to pay a discount. The incidenc
s is very small. o
ofIs&(éll (ES? which );efers to a loan to construct a dwelling 1on lan(i
the veteran already owns, is concerned with a situation which (:iccu.?
only infrequently. In a typical case, the veteran owns his lot azx fa‘:hz
as his own contractor in building his home, usually doing palh o of e
work himself and perhaps hiring subcontractors for such tkmgb a
plumbing or electrical work. He has a lender willing to make a i
loan when the house is completed but the lender requires paﬁfmg.s_
of a discount. Unless the veteran legally is permitted to pay the . i -
count required, he is unable to obtain his Gl loan. We do not glcz{ns m‘éo
this provision in any way to constitute a device to permit builders
pass the payment of discounts on to veteran purchasers.
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Lastly, item (d) concerns itself with the relatively rare case where
the seller of an existing property is legally prohibited from paying
discounts, e.g., & trustee in bankruptcy. Where a veteran desires to
purchase such a home and is willing to pay the discount required by
the lender, we believe he should not be denied GI financing.

In summary, we recommend adoption of the proposed amendment
to section 1803 (c) of title 38.

Subsection (d) of section 2 of the bill would amend section 1804(c)
of title 38 to require only one occupancy certification, made at the
time of the loan closing, on loans processed on an automatic basis.
This section of title 38 currently requires veterans to certify, both at
the time they apply for the loans and at the time the loans are closed,
iclhat they intend to occupy the properties securing the loans as their

omes.

In the case of loans submitted to VA on a prior approval basis,
compliance with this statute is no problem as the VA forms for loan
guaranty applications and the VA loan closing reports contain the
necessary certifications. On loans processed for automatic guaranty,
VA does not receive the paperwork from the lender until after closing.
The loan applications are made on the form used by lenders for all
their loans and do not contain the special VA occupancy certification.
The VA has distributed to automatic lenders VA Form 26-1820a
which contains the occupancy certification. This form is supposed to
be executed by veterans when they apply for loans. However, it is
too often overlooked, especially with changes in lender personnel, and
often when submitted it bears the same date as the loan closing. The
administrative problem of getting lenders to have veterans sign this
form at the appropriate time increases regional effice workload with
Little apparent success.

In view of the administrative problems caused by this requirement
on automatically processed loans, we consider this amendment
appropriate. :

Subsection (e) of section 2 of the bill would amend sections
1804 (b) and (d) of title 38 to remove the requirement that, when VA
suspends a builder, lender or broker based upon disciplinary action .
taken by the Secretary of Housing and Urban Development, the HUD
sanction must have been taken under section 512 of the National
Housing Act. Under this same section of the National Housing Act,
HUD can suspend a builder or lender when VA has suspended a
party under section 1804 (b) or (d). This amendment would have the
effect of permitting VA to refuse to do business with any party sus-
pended by HUD, regardless of whether HUD’s debarment is based
on section 512 of the National Housing Act or some other authority
in the Act.

The- Veterans’ Administration has often been placed in the em-
barrassing position of having to do business with a firm after it has
been debarred by HUD for serious misconduct, because the Secretary

.of HUD has imposed a sanction against the party under authority

other than section 512 of the National Housing Act. In these cases,
VA often does not have sufficient evidence of its own which involves
GI loans to prove similar misconduct in VA cases. We therefore
recommend that this amendment be accepted.

Currently, sections 1804 (b) and (d) permit the Administrator to
suspend parties from participation in the Loan Guaranty Program for
various actions deemed to be contrary to the interests of veterans or
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nited States. It also permits the Administrator to suspend
gﬁl;lifarltjy against whom a similar sanction 18 imposed by HUD u&lder
section 512 of the National Housing Act. HUD, however, has au or&
ity to suspend program participants under more than one §tat1:1‘ge, 'Mi'
often invokes an authority other than section 512 in taking ; 111sc1p i-
nary action. This often placesVA in the embarrassing position o agl{)lg
to continue to do business with a firm after i1t has been debarred by
rious misconduct. ) )
H[S](Btgg; S;, of the bill amends section 1810 of title 38, UmtedSSta.tes
Code, in three ways. The first change 1s, technical in nature. e(f:tlon
3(1) deletes the discount provisions relating to refinancing loans rorg
section 1810(a)(5) of title 38 in favor of placing 1t into the propose
>t 03(c)(3). ) )
Se(gégltliolns 3((2)) (0% the bill would amend section 1810(c) of tltl((e) %8
to increase the maximum loan guarantee amount from $12,500 to
$17,500. _ o .
ith the increases that have occurred in the prices in homes since
Mzgfl‘;, 1968, the effective date of Public Law 90-301, which ralseg ggg
maximum guaranty from $7,500 to $12,500, the present $1 /50
guarantee does not afford an adequate safeguard for lenders on he
Targer loans that are now being processed. In fiscal year 1974, the
average GI loan was $25,100; the maximum $12,500 guaranteet,
therefore, provided only 49.8 percent coverage. As the loan amoun
increases, the percentage that is guaranteed decreases. The average
loan amount has been increasing each year. With continued increases
in the size of the loans guaranteed, it is desirable to increase the maxi-
mum guarantee amount in order to mantain thq 60 percent ratio
indicated in section 1803 of title 38. Unless the maximum guarantee 18
increased, we believe that lenders will abandon GI loans in _growuig
numbers. An increase in the maximum guarantee will not significantly
increase the expenses and losses in the program. We, therefore, con-
sider the proposed increase in the maximum guaranty appropqalte.38
Section 3(3) of the bill would amend section 1810(d) of title
to eliminate the provision which restricts the VA guarantee of con(i
dominium loans to those projects where the Secretary of Housing an
Urban Development has insured at least one loan under section 234 of
the National Housing Act. Because of the limited number of con-
dominiums processed under section 234, veteran purchasers have been
limited to a relatively narrow selection of units and have been
precluded from using their loan benefits to finance condominium
units from the total available market. Elimination of the requirement
that one loan must be insured under section 234 would make one-
family residential condominium properties generally available for VA
guaranteed loan purposes and would be a desirable improvement.
Section 4 of the bill would amend section 1811(d)(2) (A) of title
38 which relates to direct loans, by changing the ratio for determining
the amount of guarantee entitlement used when a direct loan is made
to a veteran. The amendment would not change the maximum direct
loan amount, but would provide for a lesser charge against entitlement
for a comparable loan. This is a perfecting change, consistent with the
i se in the maximum guarantee. ) )
lng::tion 5 of the bill WOlglld smend section 1819 of title 38, relating t’o
mobile home loans. This section indefinitely extends the life of VA’s
mobile home loan guaranty program. Separate provisions are also
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made in this section for maximum loan limitation for double-wide
mobile homes, as contrasted with single-wide mobile homes. The
maximum loan for single-wide mobile home loans would be increased
from $10,000 to $12,500 and new loan maximums and maturities
would be established for double-wide mobile home loans. Further, the
bill would provide authority, for the first time, to guarantee a loan for
the purpose of acquiring a lot and making necessary site preparations
upon which to place a mobile home unit already owned by a veteran.

Section 1819(o) of title 38 provides that the VA mobile home pro-
gram will end July 1, 1975. Section 5(10) of the bill repeals this termi-
nation provision. In recent years, mobile homes have represented a
substantial share of all single family dwelling units available for
purchase, and approximately 80 percent of all new homes sold for
under $20,000. This program, therefore, is extremely important in
providing lower income veterans with suitable housing.

The present $10,000 maximum loan amount is inadequate to
finance better quality and the larger (14-foot to 16-foot wide) mobile
homes. The proposed increase to $12,500 would alleviate this problem.
Double-wide mobile homes also have found a more receptive market,
but are even costlier, requiring maximum loans up to $15,000, and
15-year terms, as proposed.

These changes would permit veterans to finance the purchase of
better quality and larger mobile homes with Gl loans than is now
possible. The present statutory maximum of $10,000 for mobile homes
largely relegates the VA program to a level serving only the most
modestly priced segment of the market. At present, any veteran who
desires to buy a large single-wide or a double-wide mobile home would
find it necessary to put up so much downpayment under the GI loan
program that he is, in effect, deprived of the benefits of a VA guaran-
teed loan.

There are veterans who purchased mobile homes prior to the time
authority was granted for VA to guarantee mobile home loans and others
who have purchased, or will purchase, mobile homes without using
VA loans to finance their homes. The guarantee of loans to purchase
lots for mobile homes, usually at a cost significantly below that of
renting sites, would grant to such veterans the same benefits presently
available to veterans who finance their mobile homes with VA assist-
ance. As a practical matter, the proposal, if enacted, is not likely to
result in any significant volume of loans, because lenders generally will
not be interested in such financing due to the small loan amounts that
would be involved. Nonetheless, as the law now provides, the financing
of just a mobile home site is precluded even if the veteran could make
such arrangements with a lender. To the extent that such financing
can be secured, we believe it would be desirable to have the authority
to guarantee such purchases.

We propose one technical change. Section 5(1) of the bill calls for
inserting the phrase “or the mobile home lot guaranty benefit, or
both,” in certain places in title 38. We believe the word ‘“loan”
should be placed between “lot” and ‘“‘guaranty’ in this insertion,
since VA would be guaranteeing a loan for the purchase of a lot, not
guaranteeing the lot itself.

Section 6(a) of the bill would amend title 38 by deleting sections
1812, 1813, 1814, and 1822. Neither the farm loan program (section
1812) nor the business loan program (section 1813) affords a viable




36

benefit to veterans. Due to the relatively restrictive terms of a VA
guaranteed farm or business loan, and the availability of more at-
tractive programs administered by the Small Business Administra-
tion and the Farmers Home Administration, lenders have not been
making such loans. For example, in 1951, VA guaranteed 42,000
business loans. Sirce that time, the volume has dwindled to negligible
proportions, and in fiscal year 1974 only two business loans were
guaranteed. The peak year for guaranteed farm loans was 1947, when
20,000 were.guaranteed. In the interval, there has been a steady sharp
decline year after year through fiscal year 1974, when only eight farm
loans were guaranteed. . :

The refinancing authority in title 38 in section 1810(a)(5), obviates
the need for the similar provision in section 1814(a)(1). The deletions
of sections 1812 and 1813, as proposed, will render section 1814(a)(2)
meaningless. The remaining provision, section 1814(a)(3), which per-
mits the guarantee of loans to:pay delinquent taxes or assessments,
does not afford a viable benefit-since lenders are not willing to make
such loans under the VA program. In this connection, it may be noted
that taxes and assessments are liens on dwellings and, therefore, can
be refinanced under section 1810(a)(5) of title 38.

Section 1810(b)(5) now limits the VA loan to the reasonable value
of the property as determined by the Administrator. In effect, 1t now
permits the veteran to pay a sales price in excess of such value. For-
merly, a loan could not be guaranteed or insured when the sales price
was in excess of the reasonable value thereof as determined by VA.
Section 1822(a) was, therefore, amended by Public Law 90-301 to
eliminate lpans guaranteed under section 1810. With the proposed
deletion of sections 1812 and 1813, as provided in this bill, section 1822
_ will becomie meaningléss and should-be deleted. . -

Sections 6(b) and 7 of the bill contain technical amendments t.o‘

sections 1803(a)(1), 1803(b), 1803(d), 1815(b), 1818(a), and 1818(c),
and the table of sections at the beginning of chapter 37 of title 38,
required by the deletions of sections 1812, 1813, 1814, and 1822.

The deletion of the reference to section 1815 in sections 1818(a)
and 1818(c) found in subsections (6) and (7) of section 7 of the bill
would permit post-Korean veterans to obtain insured home loans
which are now available only to World War II and Korean conflict
veterans. Very few lenders, however, now have their loans insured
rather than guaranteed. However, there is no valid reason for main-
taining the existing unwarranted distinction between classes of
veterans.

Section 8 of the bill would amend section 802 of title 38 to increase
from $17,500 to $25,000 the maximum grant VA could make, pursuant
to chapter 21 of this title, to certain disabled veterans to assist them
in acquiring suitable housing units specially adapted to the nature of
their disabilities.

The specially adapted housing grant is limited to 50 percent of the
total cost of the house. Veterans may use their VA guaranteed or
direct loan entitlement or obtain conventional financing to obtain the
remainder of the money necessary to purchase or construct their
homes.

The grant for specially adapted housing was set at $10,000 by
Public Taw 702 (80th Congress) in 1948. It was increased to $12,500
in 1969 (P.L. 91-22) and to the present $17,500 in 1972 (P.L. 92-341).

4
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In FY 1972, the average total cost to a veteran for a new i
adapted house was $38,744. This cost rose to $45,155 for’Fs‘%ecizl’g
and $48,510 in FY 1974. In July 1974, the last month for which such
(ci(?s?:s 1;1 ls;vaﬂatl_)le, t.léns' average was $53,500. We anticipate these
1l continue to increase. i
in(g'ease § continue gasg We, therefore, believe the proposed
ection 9 of the bill provides that sections 2(b) (authorizi
Administrator to permit any lender to process %os)ms for aut;lfl)ll%lati',}ilg
guaranty) and 3(3) (relating to condominium loans) shall become
effective 90 days after the bill's enactment. Since carrying out these
:alwo sections will require special administrative preparations, the
l;alayed effective date is appropriate. This section further provides
that the remainder of the bill should become effective on enactment.
The estimated total first-year cost of the bill, if enacted, would be
$5,810,800, and the total 5-year cost would be $35,581,500. The

annual cost for the first 5 years for.each of the elements of the bill is-

ref%ecte.d in (';n ﬁtt?chment to this report. :
n view of the foregoing, the Veterans’ Admini i
enamiiey of th 3883.g g o S ministration favors the
hWe. are advised by the Office of  Management and Budget that
there is no objection to the presentation of this report from the stand-
point of the administration’s program.
Sincerely,
Ricuarp L. RoupeBusH,
: Acting Administrator.
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ESTIMATED COSTS OF S. 3883 FOR FISCAL YEARS 1975 THROUGH 1979

General
operating Expenses
expense and losses

Total

A. Restoration of entitlement: : _ 280, 000 $47, 000 —$233, 000
197 _sggl: 000 179, 000 ~122, 000
—308, 000 348, 000 10, 000
~315, 000 515, 000 +200, 000
~322,000 702, 000 -+380, 000
—1,526,000 1,791,000 4265, 000
—305, 400 270, 000 —35,400
—ggs', 700 270, 000 —56, 700
—132,800 270, 000 —62, 800
~339, 800 270, 000 —69, 800
—345, 700 270, 000 75,700
1,650,400 1,350,000 —300, 400
T 10, oog
0 10,000 \
0 50, 000 50, 000
0 125, 000 125, 000
0 180, 000 180, 000
0 365, 000 365, 000
200 0 544, 200
gﬁgi 600 0 549, 600
555, 100 g 555, 100
700 \
2& 300 0 566, 300
2,775, 900 0 2,775,900
0, 000 460, 000 660, 000
égs, 000 642, 000 1,177,000
5,00 gﬁ 3008 é 515, oog
0 , 841, , 483,
23%;308 2, 600, 000 3, 298, 000
2,556,000 6,577,000 9,133, 000
4,875,000 4,875, 000
8 4, 875, 000 4,875, 000
0 4689000 4, 689, 000
0 450,000 4, 590, 000
0 4 314,000 4, 314, 000
0 23,343,000 23,343,000
5, 810, 800
900
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VETERANS’ ADMINISTRATION,
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS,
Washington, D.C., April 18, 1974.
Hon. Wa. Jenninags Bryan Dogn,
Chairman, Committee on Veterans’ Affairs, House of Representatives,
Washington, D.C. ’ '

Dear Mr. Cuairman : This is in reply to your request for a report
on H.R. 9578, 93d Congress.

The purpose of the bill is to amend chapter 37 of title 38, United
States Code, to improve the basic provisions of the veterans home loan
programs and to eliminate those provisions pertaining to the dormant
farm and business loans, and for other purposes.

Subsection (a) of section 2 of the bill would amend subsection
1802(b) of title 38, United States Code, which provides for restora-
tion of loan entitlement, first, by removing the requirement for a de-
termination that the veteran has disposed of property financed with
guaranteed, insured, or direct loans for “compelling reasons devoid
of fault” on his part, and second, by incorporating into the statute the
regulatory requirement that the veteran’s previous GI loan has been
paid in full or the Administrator has been released from liability as
to the loan:

The law presently provides, with respect to a veteran, that the Vet-
erans’ Administration may restore entitlement previously used to ob-
tain a guaranteed, insured, or direct loan if the property is taken,
through condemnation or otherwise, by a governmental body, or is lost
or destroyed through a natural hazard, or is disposed of for some
compelling reason devoid of fault on the part of the veteran, and with
respect to a serviceman, the Veterans’ Administration is required to
restore entitlement used to purchase a home which the serviceman must
dispose of because of a transfer by the service department, provided
the loan is paid in full. In the administration of the statutory au-
thority, VA regulations have always required that the Government’s
liability on a veteran’s loan must have been extinguished, which re-
quires for all practical purposes that the loan must have been paid in
full. The amendment regarding restoration only upon payment in full,
in effect, codifies the regulatory practice. .

The removal of “compelling reasons devoid of fault” would elimi-
nate a statutory requirement that is susceptible to. varying interpreta-
tions and, hence, uneven application throughout the system of VA field
stations. Furthermore, determinations of the validity of the reasons

for the disposal of properties by veterans entail a substantial expendi-

ture of resources on the part of VA stafl.

The bill would tend to desirably increase the availability of loan
benefits to veterans, but would not affect their availability to service-
men. As to veterans, the impact would be largely confined to those
who have used substantially all of their $12,500 entitlement for the
purchase of a home and who did not have a “compelling reason” for
disposing of their homes. Many desire or find a need for a different or
larger house for personal reasons. If the prior loans of these veterans
have been paid off, they would be granted new entitlement in full for
the purchase of another home. And, this extended availability of GI
loan financing for such veterans will not substantially escalate the
Government’s exposure to loss.
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We note, this proposed amendment to subsection 1802(b) requires
thdt both of the two conditions be satisfied before the Administrator
may restore entitlement; first, that the property has been-disposed of
by the veteran, or has been destroyed by fire or other natural hazard,
and second, that the loan has been repaid in full or the Administrator
has been released from liability, or, if the Administrator has suffered
a loss, such loss has been paid in full. Hergtofore, under the current
law the Administrator has had authority to exercise a measure of dis-
cretion and has authorized waiver of the repayment in full require-
ments in certain circumstances. For example, waivers have been
aranted where the property was disposed of because of having been

- substantially damaged by flood, landslide, subsidence, or other unusual
circumstance, or the builder is unable to correct construction defects
upon the veteran’s request therefor and purchases the property from
the veteran but is unable to pay off the VA guaranteed loan in connec-
tion with such purchase. By making these revised conditions manda-
tory, the amendment would remove such discretion and preclude
restoration of entitlement in a number of deserving situations. We
believe that occasions will continue to arise when it would be appropri-
atc for the Administrator to restore a veteran’s entitlement even
though the above conditions cannot be met. Accordingly, we recom-
nwend that subsection 2(a) of the bill be amended by adding a new
subparagraph (3) as follows: '

(8) Notwithstanding the foregoing, the Administrator may,
in any case involving circumstances he deems appropriate, waive
either or both of the above-named requirements. :

Subsection (b) of section 2 of the bill would amend present sub-
section 1802(d) by deleting clause (3) thereof, which has become
obsolete since the Department of Housing and Urban Development
program for certified agents has been inoperative for years. In lieu
thereof, a new clause (3) would be inserted to authorize the Admin-
istrator to permit any lender to process GI conventional home or
mobile home loans on an automatic guaranty basis pursuant to stand-
ards established by the Administrator. _

The automatic loan procedure facilitates the closing of a loan, which
is then reported to the VA for guaranty, as opposed to the lender sub-
mitting a loan application, with supporting documents, to the VA,
which then issues to the lender a commitment to guarantee the loan
when closed. Under the automatic procedure, the flow of the trans-
action, from application to a lender for a loan to actual closing, can
be greatly expedited, thus resulting in better service to the veteran-

buver. Under existing law, however, only supervised lenders (e.g., .

banks, savings and loan associations, and insurance companies) have
the privilege of automatic processing. All other lenders must submit
loans to VA for prior approval.

Consumer credit and finance companies which are non-supervised:

lenders have not been participating to anv great extent in the VA
mobile home loan program. Many such lenders have been reluctant to
process loans on a prior approval basis, which entails more time to
obtain commitments from VA than the time required for complet-
ing loans on a conventional basis. It is believed this provision will
serve to stimulate greater participation in the mobile home loan

program.
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Under this subsection of the bill, VA would also be authorized to
approve qualifying non-supervised lenders to process loans for auto-
matic guarantees for veterans to finance conventionally built homes.
Mortgage companies originate .about two-thirds of the loans which
VA guarantees on conventionally built homes. Some mortgage com-
‘panies have consistently demonstrated the capability and expertise
necessary for originating loans of satisfactory quality. Considering the
fact that loans processed automatically-entail substantially less work-
-load demands on VA, it is shortsighted to deny qualified mortgage
companies the opportunity to process loans in this manner. There is
ample reason to expect as satisfactory performance from reliable mort-
gage companies originating large volumes of loans as from some su-
pervised lenders which are relatively inactive in the program and,
hence, unfamiliar wth GI loan requirements. '

Subsection (a) of section 3 of the bill would amend subsection’
1810(c) of title 38 to increase the maximum loan guarantee amount
from $12,500 to $15,000.

With the increases that have qecurred in the prices of homes since
May 7, 1968, the effective date of Public Law 90-301, which raised the
maximum guarantee from $7,500 to $12,500, the present $12,500 guar-
antee does not afford an adequate safeguard for lenders on the larger
loans that are now being processed. In fiscal year 1973, the average GI
loan was $23,450 ; the maximum $12,500 guarantee, therefore, provided

. only 53.3-percent coverage. As the loan amount increases, the per-
* centage that is guaranteed decreases. The average loan amount has

been increasing in the area of 5 to 7 percent each year. With continued
Increases in the size of loans guaranteed, it is desirable to increase the
Mnaximum guarantee amount in order to maintain the 60-percent ratio
indicated in section 1803 of chapter 37. Unless the maximum guarantee
1s Increased, we believe that lenders will abandon GT loans in growing
numbers. An increase in the maximum guarantee will not significantly
Increase the expenses and losses in the program.

Subsectlon. (b) of section 3 of the bill would amend subsection
1810(4d) of title 38 to eliminate the provision which restricts the VA
guarantee of condominium loans to those projects where the Secretary
of Housing and Urban Development has insured at least one loan
under. section 234 o.f the National Housing Act. Because of the limited
number of condominiums processed under section 234, veteran pur-
chasers have been limited to a relativelv narrow selection of units and
have been precluded from using their loan benefits to finance condo-
minium units from the total available market. Elimination of the re-
quirement that one loan must be insured under section 234 would make
one-family residential condominium properties generally available for
VA guaranteed loan purposes and wonld be a desirable improvement.

_Section 4 of the bill would amend subsection 1811(d) (2) (A) of
title 38. United States Code. which relates to direct loans, by changing
the ratio for determining the amount of emarantee entitlement used
when a direct loan is made to a veteran. The. amendment would not
change the maximum direct loan amount, but wounld provide for a
lesser charge against entitlement for a comparable loan. This is a
perfecting change, consistent with the increase in the maximum guar-
antee f.rom $12,500 to $15,000 under section 3 of the bill.

-Section 5 of the bill would amend section 1819 of title 38 relatine
to mobile home loans. The maximum guarantee would be increased
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from 30 to 50 percent of the loan. Separate provisions are made in the
bill or maximum loan limitation for double-wide mobile homes, as
contrasted with single-wide mobile homes. The maximum loan for
single-wide mobile home loans would be increased from $10,000 to
$12,500 and new loan maximums and maturities would be established

" for double-wide mobile home loans. Further, the bill would provide
authority, for the first time, to guarantee a loan for the purpose of
acquiring a lot and making necessary site preparations upon which
to place a mobile home unit already owned by a veteran.

The present $10,000 maximum loan amount 1s inadequate to finance
better quality and larger (14-foot to 16-foot wide) mobile homes.
The proposed increase to $12,500 would alleviate this problem. Double-
wide mobile homes also have found a more receptive market, but are
even costlier, requiring maximum loans up to $15,000, and 15-year
terms, as proposed. ] , :

These changes would’ permit veterans to finance the purchase o
better quality and larger mobile homes with GI loans than js now pos-
sible. The present statutory maximum of $10,000 for mobile homes
largely relegates the VA program to a level serving only the most
modestly priced segment of the market. At present, any veteran who
desires to buy a large single-wide or a double-wide mobile home would
find it necessary to put up so much downpayment under the GI loan
program that he is, in effect, deprived of the benefits of a VA guaran-
teed loan. - ) . i

There are veterans who purchased mobile homes prior to the time
authority was granted for VA to guarantee mobile home loans and
others who have purchased, or will purchase, mobile homes without
using VA loans to finance their homes. The guarantee of loans to pur-
chase lots for mobile homes, usually at a cost significantly below that
of renting sites, would grant to such veterans the same benefits pres-
ently available to veterans who finance their mobile homes with VA
assistance. As a practical matter, the proposal, if enacted, is not likely
to result in any significant volume of loans, because lenders generally
will not be interested in such financing due to the small loan amounts
that would be involved. Nonetheless, as the law now provides, the
financing of just a mobile home site is precluded even if the veteran
could make such arrangements with a lender. To the extent that such
financing can be secured, we believe it would be desirable to have the
authority to guarantee such purchases. )

As mentioned, section 5 of the bill also would provide for a change
in paragraph (8) of subsection (c) of section 1819 to increase the maxi-

mum guarantee on mobile home loans from 30 percent to 50 percent..

The guarantee of a loan by VA serves as a substitute for the safegnard
afforded lenders by the substantial downpayments made by borrowers
mcident to obtaining conventional loans. In other words, the 30-
percent guarantee by VA stands in the place of a 30-percent down-
payment and, if the guarantee were to be increased to 50 percent, such
action would afford lenders and holders with a security equivalent to
that which would be derived from 50 percent downpayments. There
has been no indication that in the financing of mobile homes lenders
generally are demanding 30 percent downpayments, much less 50 per-
cent. On the other hand, some lenders appear to believe that a guaran-
tee larger than 30 percent is desirable, presumably in the belief that
an increase would improve the security of investments in VA guaran-
teed mobile home loans currently yielding 12 percent. An examination
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of most of the guarantee claims paid to date, however, demonstrates

that in the vast majority of cases the present 30-percent guarantee has
adequately insulated the holders of the loans against loss. In view of
the foregoing, tHere appears to be no need for an increase in the maxi-
mum guarantee.

Section 6 of the bill would amend the structural defects provisions
of section 1827, title 38, United States Code, by including existing
dwelling units where owners request assistance within 2 years from
date their loans were made, guaranteed, or insured. Under the present
law, the responsibility of the VA for the correction of major defects
is applicable only to new homes which have been subject to required
VA or FHA compliance inspections during the course of construction.

The present liability with respect to new construction, is limited
and mitigated by a series of inspections during construction by quali-
fied stafl or fee personnel to insure quality construction in compliance
with previously submitted plans and specifications conforming to

prescribed minimum property standards. Further, each veteran pur- -

chaser must be furnished with a 1-year warranty from the builder, in
accordance with section 1804(a) of title 38. Such warranty gives the
purchaser a direct remedy against the builder-seller should major
structural deficiencies develop. If the builder fails to honor the war-
ranty, the VA can apply sanctions against the builder in accordance
with section’ 1804 (b) of title 38, and be subrogated to any legal rights
the borrower may have. '

These safeguards would not apply to existing properties which are
appraised for the purpose of establishing their market values for de-
termination of the maximum loans that the VA can guarantee or
insure. On a completed building, defects can seldom be readily de-
tected where the “‘bone” structure is covered from view. While the
appraiser does report any readily observable conditions which affect
the safety, durability, and sanitation of the dwelling, as well as obvi-
ous structural deficiencies, latent defécts more often than not can-
not be detected or predicted by an appraiser unless he indulges in
sheer speculation. In order to safeguard against losses, the VA
would have to consider requiring sellers or purchasers to stand the
delay and expense of examinations by qualified building inspectors

-or technicians, to include plumbing, heating, electrical, and roofing:

items. Warranties backed by surety bonds or cash escrows from sellers
would also be desirable, but many sellers would be unwilling or lack
the resources to agree thereto. Consequently, the opportunities to pur-
chase existing properties would be much less available to veterans.

Section 6 would be a substantial departure from the fact that ap-
praisals on existing properties are intended only to establish values
for loan purposes. Enactment of the section would have the effect of
adding a new concept of insurance against major defects. We are op-
posed to such an extension. '

Section 7 of the bill would amend chapter 87 of title 38, United
States Code, by deleting sections 1812, 18183, 1814, and 1822.

Neither the farm loan program nor the business loan program
affords a viable benefit to veterans. Due to the relatively restrictive
terms of a VA guaranteed farm or business loan, and the availability
of more attractive programs administered by the Small Business Ad-
ministration and the Farmers Home Administration, lenders have not
been making such loans. For example, in 1951, VA guaranteed 42,000
business loans under section 1813. Since that time, the volume has
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dwindled to negligible proportions, and in fiscal year 1973 only three
business loans were guranteed. The peak year for guaranteed farm
loans was 1947, when 20,000 were guaranteed. In the interval, there
has been a steady sharp decline year after year thfough fiscal year
1973, when only seven farm loans were guaranteed. .

The refinancing authority in title 88, United States Code, section
1810(a) (5), obviates the need for the similar provision in section
1814(a) (1). The deletions of sections 1812 and 1813, as proposed, will
render section 1814 (a) (2) meaningless, The remaining provision, sec-
tion .1814(a) (3), which permits the guarantee of loans to pay de-
linquent taxes or assessments, does not afford a viable benefit since
lenders are not willing to make such loans under the VA program.
In this connection, it may be noted that taxes and assessments are
liens on dwellings and therefore, can be refinanced under 38 United
States Code 1810(2) (5). ’

Section-1810(b) (5) now limits the VA loan to the reasonable value
of the property as determined by the Administrator. In effect, :* now
permits the veteran to pay a sales price in excess of such value. For-
merly, a loan could not be guaranteed or insured when the sa'es price
in excess of the reasonable value thereof as determinedby VA. Section
1822(a) was, therefore, amended by Public Law 90-301 to eliminate
loans guaranteed under section 1810. With the proposed deletion of
sections 1812 and 1813, as provided in this bill, section 1822 will become
meaningless and should be deleted. .

Section 8 of the bill contains technical amendments to sections
1803(a) (1), 1803(b), 1803(d), 1815(b), 1818(a), and 1818(c) re-
quired by the deletions of sections 1812, 1813, 1814, and 1822.

The deletion of the reference to section 1815 in sections 1818(a) and
1818(c) found in subsections (f) and (g) of section 8, would permit
post-Korean veterans to obtain insured home loans which are now
available only to World War II and Korean conflict veterans. Very
few lenders now have their loans insured rather than guaranteed.
Further, there is no reason for maintaining the existing unwarranted
distinction between classes of veterans.

The estimated total first-year cost of the bill, if enacted, would be
$817,300, and the total 5-year cost -‘would be $6,069,400. The annual
cost for the first 5 vears for each of the major elements of the bill is
reflected in an attachment to this report.

With the exception of the provision of section 5 of the bill, which
increases the guarantee on mobile home loans from 30 to 50 percent,
and the exception to the provision of section 6, which provides for
correction- of structural defects in existing dwellings, and with the
inclusion of the proposed amendment to. subsection 2(a), to grant dis-
cretionary waiver anthority, the Veterans’ Administration favors
enactment of H.R. 9578.

We are advised by the Office of Management and Budget that there
is no objection to the presentation of this report from the standpoint
of the administration’s program.

Sincerely,
R. RoupEBUSH,
Deputy Administrator
(In the absence of -
Donald E. Johnson, Administrator)
Enclosure. ‘ )
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ESTIMATED COSTS OF H.R. 9578 FOR FISCAL YEARS 1975 THROUGH 1979
{Note: Committee has adopted updated t: p. 5, infra.]
General
operating Expenses
expense and losses . Total

A. Reinstatement:
1975

—$280, 000 $47,000 —$233, 000
—301, 000 179, 000 —122,000
~308, 000 348, 000 ~+-40, 000
—315, 000 515,000 200, 000
--322, 000 702, 000 —386, 000

-1, 526, 000 1,791,000 265, 000
~—305, 400 270, 000
~326, 700 279,000 ___.

—322, 800 270,000 -
—339, 800 270, 000
—345, 700 27¢, 000

—1,650, 400 1,350,000 _._._ ...

621,000 __-
388, 500
2,585,500 ._.._...__._..

82, 500
- 84,000 __
91,000 _.
98,000 _.
105,000 ..

t Increases in loan amounts,




46

. VETERANS® ADMINISTRATION,
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS,
_ . - Washington, D.C.,July 1,197},
Hon. Wu. Jexwvines Bryan Dorx,
Chairman, Committee on Veterans’ Affairs, House of Representatives,
~ Washington, D.C.
Dear Mr. CaatrMaN : This will respond to your request for a report

by the Veterans Administration on H.R. 15293, 93d Congress, a bill.

“To amend title 38, United States Code, to increase the maximum
amount of the grant payable for specially adapted housing for dis-
abled veterans.” . ‘

The bill would increase from $17,500 to $20,000 the maximum grant
VA could make pursuant to chapter 21 of title 38, United States Code,
to certain disabled veterans to assist them in acquiring suitable hous-
Ing units specially adapted to the nature of their disabilities.

The grant for specially adapted housing was set at $10,000 by Public
Law 702 (80th Congress) in 1948. The Congress increased the maxi-
mum grant to $12,500 in 1969 (Public Law 91-22) and again increased
it to the present maximum of $17,500 in 1972 (Public Law 92-341). In
FY 1971, the average total cost to a veteran for a new, specially
adapted house was $35,990. This cost rose to $38,744 for FY 1972 and
to $45,155 for FY 1973. We anticipate that the average cost for FY
1974 will be even higher. ' :

Veterans eligible for specially adapted housing usually can also
qualify for a direct loan of up to $25,000 to supplement the specially
adapted housing grant. However, even if a veteran were to receive the
current maximum grant and maximum direct loan, the total would fall
short of the average cost of a specially adapted house. In view thereof,
an increase in the maximum grant to $20,000 for this especially de-
serving group would appear fully warranted.

We estimate that the maximum cost for the first five years of this
bill, if enacted, would be $7,781,000. This amount assumes an effective
date of july 1, 1974. A breakdown of the total cost is as follows:

Number of
grants Costs
Fiscal year:

1975 650 $1, 625, 000

650 1, 625, 000

625 1, 563, 000

612 1, 530, 000

578 1,438, 000

R 7,781,000

For the foregoing reasons, the Veterans Administration favors en-

actment of H.R. 15293. _ _
We were advised by the Office of Management and Budget in con-
nection with a report to the Senate Committee on Veterans’ A ffairs on
S. 3077, a bill identical to H.R. 15293, that there was no objection to
the presentation of the report from the standpoint of the Administra-
_ tion’s program. :
Sincerely, , _
R. L. RoupeBUsH,
Deputy Administrator
(In the absence of
Donald E. Johnson, Administrator).
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[No. 1081 .
COMMITTEE ON VETERANS' AFFAIRS, U.S. SENATE

VETERANS' ADMINISTRATION, =
€FFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS,
Washington, D.C., March 25,1974, ~
Hon. Vaxce Harrxe, , , ,
Chairman, Committee on Veterans’ Affairs,
I’.S. Senate. Washington, D.C. . _ .
Dear Mr. Cuairmay : This will respond to your request for a report
by the Veterans’ Administration on S. 3058, 93d Congress, a bill to
amend chapter 37 of title 38, United States Code, to permit interest on
Joans under section 1810 of the chapter to be as agreed upon by the
lender and borrower, and for other purposes. - G
- This measure is identical to a draft bill which I forwarded to the
President of the Senate and the Speaker of the House of Representa-
tives with the request that it be introduced. A copy of my letter, dated
January 21, 1974, explaining the proposal and urging its enactment,
is enclosed. . T TR
The Office of Management and Budget advised the Veterans’
Administration in connection with the draft legislation that its enact»
ment would be in accord with the program:of the President.

Sincerely, , o ,
' Ricaarp L. RoubEBush, . . .
Deputy Administrator .-
(In the absence of
Donald E. Johnson, Administrator).
Enclosure.

VETERANS’ ADMINISTRATION, .. .
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS,
: Washington, D.C., January 21, 1974.
Hon. Gerawp R. Forbp, e e e
President. of the Senate,
Washington, D.C. : - . o
DEear Mgr. PresmenT: There is transmitted herewith-a draft of a
bill to amend chapter 37 of title 38; United States Code,to permit
interest on loans under section 1810 of the chapter: to be as agreed
upon by the lender and borrower, and for other purposes; with the
request that it be introduced in-order that it.may be considered for
enactment. - . 0 T AT S
On August 3,-1973, the President -submitted .to the Congress a

‘message ‘proposing “A Program:for Reform of Our Financial Sys-

tem.” In his message the President pointed out that he would propose
to the:Congress legislation designed to strengthen: and revitalize our

‘country’s. financial institutions and that. these proposals would be

divided into seven major subject areas. One of the subject areas pro-
vided for the removal of FHA and VA interest ceilings in;order to
help insure more adequate funds for housing.
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At the Administration’s request, S. 2591 was introduced in the
Congress to implement the President’s message of August 3, 1973.
The bill, cited as the “Financial Institutions Act of 1973,” was re-
ferred to the Committee on Banking, Housing and Urban Affairs.

That part of the bill which directly relates to the Veterans’ Admin-
istration is set out as section 602, title VI, which together with section
601, is designéd to remeove maximum: nterest controls from both
VA and HUD/FHA housing programs. Section 602 also would pre-
vent a mortgagee from charging discotints or points, and would make
perfecting ah{fmqui‘its ‘to_sectioh 1811 of titlé 38 ‘(the-direct loan
program) to rermove reference 1 that section to interest rates author-
ized for guaranteed and mobile home loans. -°" - :¢- -0t o

Since section 602 would amend title’ 38, United ‘States Code, whicli

ertains to veterans benefits, this draft bill, identical to seetion 602,
18 shbmitted as 4 Separate proposal to insure its referral to the Com-
‘mittée on Veterans’ Affairs. This'would avoid any jurisdictional con-
flict between ‘Commiitteés which could ensue if the measure relating
‘to our program is retained solely as a part of the overall Financial
Institutions bill. Cor
' Maintdining an interest ceiling'on VA mortgage loans has failed
to keep costs 'down, as évidenced in part by the widespread use of
‘discount points. At the same time, the ceilings have restricted the flow
©of private funds into mortgage markets. The removal of the interest
ceiling will help to énsure more adequate funds for veteran housing.

We do not foresee the enactment of this proposal resulting in any
appreciable additional cost. ‘

We are advised by the Office of Management and Budget that there
is no objection to the submission of this draft legislation to the
Congress and that its eniactment would be in accord with the program
of the President. :

Sincerely,

Doxap E. Jounson,
Administrator.
Enclosure.

A BILL To amend chapter 37 of title 38, United States (‘ode, to permit interest
on loans under section 1810 of the chapter to be as agreed upon by the lendgr
and borrower, and for other purposes
Be it enacted by the Senate and House of Representatives of the

United States of America in Congress assembled, That chapter 37 of

title 38, United States Code, is amended as follows: ° :

. (1) Subsection (¢) (1) of séction 1803 is amended by putting a pe-

‘tiod after the phrase “pursuant to this chapter”, striking out all that

follows' thereafter, and ‘inserting in-lieu thereof the following:

“The T1.terest rate on loans guaranteed or insured under sec-
tion 1810 of this chapter shall be as agreed to by the lender and
borrower, unless the Administrator determines that such rate is
“excessive in view of the current interest rates in the mortgage
or’ loaii ‘market in the areas involved. The Administrator shall
FlfeScribe ‘such regulations as may be necessary to assure that
lenders ‘do not, directly or indirectly, make any charges in the
natirre of ‘discounts or 'points in connection with loans guaranteed
under séetion 1810 ¢r insured under séction 1815 of this chapter.”
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(2) Subsection (a)(5) of section 1810 is amended by deleting the

sccond sentence thereof. '

(3) Subsection (c) (1{) of section 1811 is amended by read as follows:
“he is unable to obtain from a private lender in such housing
credit shortage area a loan for which he is qualified under sec-
tion 1810 or 1819 of this chapter as may be appropriate; and”.

(4) Subsection (d) (1) of section 1811 is amended to read as follows:

“Loans made under this section shall bear interest at a rate
determined by the Administrator, and shall be subject to such
requirements or limitations prescribed for loans guaranteed under
this chapter as may be applicable.”
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[No. 124]

COMMITTEE ON VETERANS' AFFAIRS, U.S. SENATE

Execourive ‘OFFICE OF THE PRESIDENT,
OFFICE OF MANAGEMENT AND BUDGET,
Washington, D.C., April 10,197 }.
Hon. Vaxce HArTkE,
Chairman, Conumittee on Veterans’ A ffairs,
U.8. Senate, Washington, D.C.

Drar Mr. CuAIRMAN : This is in response to your request of March 5,
1974, for the views of this Office on S. 3058, a bill to amend chapter 37
of title 38, United States Code, to permit interest on loans under sec-
tion 1810 of the chapter to be agreed upon by the lender and borrower,
and for other purposes. '

This bill is identical to draft legislation which the Veterans’ Ad-
ministration transmitted to the Congress on January 21, 1974.

It would carry out, with respect to VA insured housing, the recom-
mendation of the President in his message to the Congress of Septem-
ber 19, 1973, on Federal housing policy that the statutory interest ceil-
ing on FHA and VA insured mortgages be removed. In his message,
the President noted that the Congress has limited the interest rates on
mortgages eligible for FHA and VA insurance in an effort to hold
down the cost of borrowing, but that setting the rate below market
rates does not accomplish its intended purpose. In practice, it reduces
the flow of private funds into mortgage markets. Moreover, lenders
who do put money into housing supplement the artificially low interest
rate by requiring a special additional payment commonly called
“points,” with unfortunate side effects. .

The President stated : “* * * the ceiling on interest rates does just the
reverse of what it was intended to do * * * I again urge the Congress
to allow the FHA and VA to insure mortgages carrying market rates
of interest. This proposal would end the need for charging points;
indeed, it would prohibit charging such prepaid interest points on
these insured mortgages.” ‘

We recommend favorable action on S. 3058, enactment of which
would be in accord with the program of the President.

Sincerely,
. Wwrrep H. RoMMEL,
Assistant Director for Legislative Reference.
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Mr. A. OaeLeY HUNTER, OcToBER 1,1974.

President, Federal Nationdl Mortgage Association.
Washz'ngt,on, D.C. . 79 ’

Dear Mr. HuNTER: Our Committee is presently considering pro-
posals to amend the Veterans’ Administration loan guarantee program

- contained in Title 88, United States Code. Among them is a proposed
~amendment to S. 3888, “Veterans Housing Act of 1974”, to increase the

percentage of Veterans’ Administration guarantee on 1ts mobile home
loans from 30% to 50%. Proponents of this amendment have indicated

~ that such a change might lead your association to approve such loans

for inclusion in your secondary market operations. We understand that
presently you do not buy mobile home loans guaranteed or insured by

- government agencies under your secondary market programs.

Inasmuch as the experience of the Veterans’ Administration mobile
home loan program to date shows a very low risk of loss to the holders
of such mortgage loans, we see no reason to increase the guarantee
percentage other than to provide a secondary market for such loans.
For that reason we would appreciate it if you could advise the Com-
mittee whether an increase in the guarantee to 50% would lead
FNMA to approve Veterans’ Administration mobile home loans as
eligible for purchase under your secondary market programs.

I ]:vould appreciate receiving your views on this matter within two
weeks.

Sincerely,
Vaxce HarrkE, Chairman.

Feperar. NATIONAL MORTGAGE ASSOCIATION,
Washington, D.C., November 13,197}.
Hon. VaNcE HARTEKE,
Chairman, Committee on Veterans’ Ajfairs,
U.S. Senate, Washington, D.C.

Dear Mr. Cratrman : This is in response to your recent letter asking
for our comments regarding a proposed amendment to S. 3883, the
“Veterans Housing Act of 1974”, which amendment would increase
the percentage of the VA guarantee on its mobile home loans from 30
percent to 50 percent.

As you state, FNMA does not now have a program to purchase
mobile home loans. This decision, made in 1971, was based on the FHA
and VA mobile home programs as they existed at that time. We are,
however, again looking into this matter in light of the changes already
made in the government backed mobile home loans programs as well
as the changes in these programs presently being considered.

Because of our present workload it may be several months before we
are able to complete our study and make a decision on whether FNMA
will institute a secondary market program for mobile home loans.
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In response to your specific question, if the Congress were to.increase
the VA guarantee to 50 percent such a change would be a favorable
factor as far as we are concerned, but it would not necessarily be the
sole determining one in our decision to begin such a program.

We appreciate your giving us the opportunity to comment on this
matter.

Sincerely,
LesTer P. ConDON,
(For Qakley Hunter).

, Ocroeer 1, 1974,

Mr. DanieL KEARNEY, :

President, Government National Mortgage Association, Department
of Housing and Urban Development, Washington, D.C.

DEear KEarneY: Our Committee is presently considering proposals
to amend the Veterans’ Administration loan guarantee programs con-
tained in Title 38, United States Code. Among them is a proposed
amendment to S. 3883, “Veterans -Housing Act of 1974”, to increase
the percentage of Veterans’ Administration guarantee on its mobile
home loans from 30% to 50%. Proponents of this amendment have in-
dicated that such a change would probably encourage your association
to declare such loans eligible for your participation pools. We under-
stand that presently loans under the Veterans’ Administration mobile
home program are not eligible for your participation program.

The statistics regarding the Veterans’ Administration mobile home
loan program to date indicate the risk of loss to the investor under the
30% guarantée is well within the tolerance of most mortgage invest-
ment programs. Because of this the Committee is somewhat at a loss to
understand why VA mobile home loans are presently ineligible for
your participation pools.

We realize the advantage to the veteran of having these loans eli-
gible in a secondary market program such as yours. However, we see
no compelling reason to increase the government’s guarantee obliga-
tion to 50% of the loan amount unless it would produce eligibility for
your secondary market participation program.

Accordingly the Committee would appreciate it if you would pro-
vide us with information explaining why the present Veterans’ Ad-
ministration mobile home loans are not eligible for your program and
a statement of whether an increase in the government guarantee to
50% would make such loans eligible under GNMA standards.

I would appreciate receiving your position on these questions within
two weeks.

Sincerely,
Vaxce Harrke, Chairmon.
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OcroBER 18, 1974.
Hon. Vance HArTKE,
Chairman, Committee on Veterans’ Affairs,
U.S. Senate, Washington, D.C.

DEear Mr. CrARMAN : This is in reply to your October 1, 1974, letter
concerning the inclusion of Veterans’ Administration mobile home
loans in the Government National Mortgage Association Mortgage-
Backed Securities Program. You have asked for an explanation as to
why VA mobile home loans are not eligible at present, and for a state-
ment as to whether an increase in the Government guarantee to 50%
would make them eligible under GNMA standards.

The decision not to include VA loans in the mobile home program
was made originally to allow GNMA a sufficient learning period and
an opportunity to observe the development of a mobile home program
made up of FHA Title I mobile home loans only. On the basis of cur-
rent estimates, which are based on only two years experience, the
mobile home pool program is operating at a slight loss. We are making
changes in the program to improve this position; however, more time
1s needed to determine the efficacy of these changes and whether others
should be made. '

For these reasons—the loss situation, the need for more experience
with the program, and the fact that an entirely separate program
would have to be set up for VA loans—we do not consider that it is
in the best interest of GNMA at this time to establish a VA mobile
home loan pool program regardless of the extent of the VA guarantee.

Sincerely,
Dawnier P. Kearnrey,
President.




Cuances 1N Existine Law Mape By THE Bivr, As REPORTED

In accordance with subsection 4 of Rule XXIX of the Standing
Rules of the Senate, changes in existing law made by the bill, as
reported, are shown as follows (existing law proposed to be omitted
is enclosed in black brackets, new matter is printed in italic, existing
law in which no change is proposed is shown in roman) :

TITLE 38—UNITED STATES CODE

* %* * * * * *
PART II. GENERAL BENEFITS
* * * * * * %

Chapter 21—Specially Adapted "Tousing for Disabled Veterans

% * * * * % *
§ 802. Limitations on assistance furnished

The assistance authorized by section 801 of this title shall be limited
in the case of any veteran to one housing unit, and necessary land
therefor, and shall be afforded under one of the following plans, at the
option of the veteran but shall not exceed [$17,500] $25,000 in any
one case—

(1) where the veteran elects to construct a housing unit on land
to be acquired by him, the Administrator shall pay not to exceed
50 per centum of the total cost to the veteran of (A) the housing

unit and (B) the necessary land upon which it is to be situated; .

(2) where the veteran elects to construct a housing unit on land
acquired by him prior to application for assistance under this
chapter, the Administrator shall pay not to exceed the smaller
of the following sums: (A) 50 per centum of the cost of the vet-
eran of the housing unit and the land necessary for such housing
unit, or (B) 50 per centum of the cost of the veteran of the
housing unit plus the full amount of the unpaid balance, if any,
of the cost of the veteran of the land necessary for such housing
unit;

(3) Where the veteran elects to remodel a dwelling which
is not adapted to the requirements of his disability, acquired by
him prior to application for assistance under this chapter, the
Administrator shall pay not to exceed (A) the cost of the vet-
eran of such remodeling; or (B) 50 per centum of the cost of the
veteran of such remodeling; plus the smaller of the following
sums: (1) 50 per centum of the cost to the veteran of such dwell-
ing and the necessary land upon which it is situated, or (ii) the
full amount of the unpaid balance, if any, of the cost to the
veteran of such dwelling and the necessary land upon which it
is situated ; and

(55)
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(4) where the veteran has acquired a suitable housing unit,
the Administrator shall pay not to exceed the smaller of the
following sums: (A) 50 per centum of the cost of the veteran of
such housing unit and the necessary land upon which 1t 1s s1tu%
ated, or (B) the full amount of the unpaid balance, if any, o
the cost to the veteran of such housing unit and the necessary
land upon which it is situated.

* * * * * *
PART III. READJUSTMENT AND RELATED BENEFITS
CHAPTER 15;(3:;
31. Vocational Rehabilitation . oo 1%51
24. Veterans’ Educational Assistance. - ———-———-—woocommmmmm—mommmomoo eAn
35. War Orphans’ and Widows’ Edncational Assistance . orvuc 1
36. Administration of Educational Benefits. oo e T

7 i ! ini 7 ile Home Loans_._ 1801
37. Home, [Farm, and Business] Condominium, and Z.!Iobzge I
3{3. Antomobiles and Adaptive Equipment for Certain Disabled Veterans

and Members of the Armed Forces e T SUT o %38}
41. Job Counseling, Training, and Placement Ser‘mce for ‘Veterans _______ o
42. Employment and Training of Disabled and Vietnam Era Veterans___ 3(())21
43. Veterans’ Reemployment Rights. o oo mmmemm e oo

Chapter 37—Home, [Farm, and Business] CONDOMINIUM,
AND MOBILE HOME Loans

SUBCHAPTER I—CENERAL
See.
1801. Definitions.
1802. Basic eqtitlement. .
1803. Basie provisions relating to loan guaranty.
1804, Restrictions on loans.
1805. Warranties.
1806. Escrow of deposit and downpayments.

SUBCHAPTER II—LOANS

1810. Purchase or construction of homes.

1811. Direct loans to veterans. .

{1812. Purchase of farms and farm eqguipment.

[1818. Purchase of business property.

[1814. Loans to refinance delinquent indebtedness.

1815. Insurance of loans.

1816. Procedure on default.

1817. Release from liability under guaranty.

1818, Veterans who serve after January 31, 1955.

1819. Loans to purchase mobile homes and mobile home lots.

SUBCHAPTER III—ADMINISTRATIVE PROVISIONS

1820, Powers of Administrator.
1821. Incontestability.
£1822. Recovery of damages.]
1828. Direct loan revolving fund.
1824. Loan guaranty revolving fund. .
1825. Waiver of discharge requirements for hospitalized persons.
. Withholding of payments, benefits, ete. .
iggg Expenditurgs t(? cﬁrrect or comipensate for structural defects in mortgaged
homes. :
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Subchapter I—General
§ 1801. Definitions

(2) For the purposes of this chapter—

(1) The term “World War IT” (A) means the period beginning on
September 16, 1940, and ending on July 25, 1947, and (B) includes,
in the case of any veteran who enlisted or reenlisted in a Regular com-
ponent of the Armed Forces after October 6, 1945, and before Octo-
ber 7, 1946, the period of the first such enlistment or reenlistment.

(2) The term “veteran” includes the widow of any veteran (includ-
ing a person who died in the active military, naval, or air service)
who died from a service-connected disability, but only if such widow
is not eligible for benefits under this chapter on the basis of her own
active duty. The active duty of her husband shall be deemed to have
been active duty by such widow for purposes of this chapter.

(3) The term “veteran” also includes, for purposes of home loans,
the wife of any member of the Armed Forces serving on active duty
who is listed, pursuant to section 556 of title 37, United States Code,
and regulations issued thereunder, by the Secretary concerned in one
or more of the following categories and has been so listed for a total of
more than ninety days: (A) missing in action, (B) captured in line
of duty by a hostile force, or (C) forcibly detained or interned in
line of duty by a foreign government or power. The active duty of her
husband shall be deemed to have been active duty by such wife for the
purposes of this chapter. The loan eligibility of such wife under this
paragraph shall be limited to one loan guaranteed or made for the
acquisition of a home, and entitlement to such loan shall terminate
automatically, if not used, upon receipt by such wife of official notice
that her husband is no longer listed in one of the categories specified
in the first sentence of this paragraph.

(b) Benefits shall not be afforded under this chapter to any individ-
ual on account of service as a commissioned officer of the Coast and
Geodetic Survey, or of the Regular or Reserve Corps of the Public
Health Service, unless such service would have qualified such indi-
vidual for benefits under title IIT of the Servicemen’s Readjustment
Act of 1944.

§ 1802. Basic entitlement

(a) Each veteran who served on active duty at any time during
World War IT or the Korean conflict and whose total service was for
ninety days or more, or who was discharged or released from a period
of active duty, any part of which occurred during World War IT or the
Korean conflict, for a service-connected disability, shall be eligible
for the benefits of this chapter. Entitlement derived from service dur-
ing the Korean conflict (1) shall cancel any unused entitlement de-
rived from service during World War II, and (2) shall be reduced
by the amount by which entitlement from service during World War
II, has been used to obtain a direct, guaranteed, or insured loan—

(A) on real property which the veteran owns at the time of
application; or




L e e e e R T

58

(B) as to which the Administrator has incurred actual liability
or loss, unless in the event of loss or the incurrence and payment of
such liability by the Administrator the resnlting indebtedness
of the veteran to the United States has been paid in full.

L[(b) In computing the aggregate amount of guaranty or insurance
entitlement available to a veteran under this chapter—

[(1) the Administrator may exclude the initial use of the vet-
eran’s entitlement for aiy loan with respect to which the security
has been (A) taken (by condemnation or otherwise) by the United
States or any State, or by any local government agency for pub-
lic use, (B) destroyed by fire or other natural hazard, or (C)
disposed of because of other compeiling reasons devoid of fault
oi the part of the veteran; and o

[(2) the Administrator shall exclude the amount of guaranty
or insurance entitlement previously used for any guaranteed or
insured home loan which has been repaid in full, and with
respect to which the real property which served as security for
the loan has been disposed of because the veteran, while on
active duty, was transferred by the service department with which
he was serving.J )

(b)Y In computng the aggregate amount of guaranty or insurance
entitlement available to o veterun under this chapter, the Administra-
tor may exclude the amount of guaranty or insurance entitlement used
for any guaranteed, insured, or direct loan, if— )

(1) the property which secured the loan has been disposed of
by the vetcran or has been destroyed by fire or other natural
hazard ; and

2) the loan has been repaid in full, or the Administrator has
been released from Liability as to the loan, or if the Administrator
has suffered a loss on such loan, the loss has been paid in full ; or

(3) an immediate veteran-transferee has agreed to assume the
outstanding balance on the loon and consented to the use of his
entitlement, to the cwtent that the entitlement of the veteran-
tranxferor had been used originally, in place of the veteran-trans-
feror’s for the guaranteed, insured, or direct loan, and the veteran-
transferee otherwise meets the requirements of this chapter.

The Administrator may, in any case involving circumstances he deems
appropriate, waive one or more of the conditions prescribed in clauses
(1) and (2) above. )

(¢) An honorable discharge shall be deemed to be a certificate of
eligibility to apply for a guaranteed loan. Any veteran who does not
have a discharge certificate, or who received a discharge other than
honorable, may apply to the Administrator for a certificate of eligibil-
ity. Upon making a loan guaranteed or insured under this chapter, the
lender shall forthwith transmit to the Administrator a report thereon
in such detail as the Administrator may, from time to time, prescribe.
Where the loan is guaranteed, the Administrator shall provide the
lender with a loan guaranty certificate or other evidence of the guar-
anty. He shall also endorse on the veteran’s discharge, or eligibility
certificate, the amount and type of guaranty used, and the amount, if
any, remaining. Nothing in this chapter shall preclude the assignment
of any guaranteed loan or the security therefor.
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(d) Loans will be automatically guaranteed under this chapter only
if made (1) by any Federal land bank, national bank, State bank,
private bank, building and loan association, insurance company,
credit union, or mortgage and loan company, that is subject to exami-
nation and supervision by an agency of the United States or of any
State, (2) by any State, or [(3) by any mortgagee approved by the
Secretary of Housing and Urban Development and designated by
him as a certified agent and which is acceptable to the Administrator]
(3) by any lrnder approved by the Administrator pursuant to stand-
ards established by him. Any loan proposed to be made to a veteran
pursuant to this chapter by any lender not of a class specified in the
preceding sentence may be guaranteed by the Administrator if he
finds that it is in accord otherwise with the provisions of this chapter.

(e) The Administrator may at any time upon thirty days’ notice
require loans to be made by any lender or class of lenders to be sub-
mitted to him for prior approval. No guaranty or insurance liability
shall exist with respect to any such loan unless evidence of guaranty
or insurance is issued by the Administrator.

(f) Any loan at least 20 per centum of which is guaranteed under
this chapter may be made by any national bank or Federal savings
and loan association, or by any bank, trust company, building and
loan association, or insurance company, organized or authorized to do
business in the District of Columbia. Any such loan may be so made
without regard to the limitations and restrictions of any other law
relating to—

(1) ratio of amount of loan to the value of the property ;
(2) maturity of loan;

(8) requirement for mortgage or other security ;

(4) dignity of lien; or

(5) percentage of assets which may be invested in real estate

loans.
(g) A veteran’s entitlement under this chapter shall not be reduced
by any entitlement used by his wife which was based upon the provi-
sions of paragraph (3) of section 1801 (a) of this title.

§ 1803. Basic provisions relating to loan guaranty

(a) (1) Any loan to a World War II or Korean conflict veteran,
if made for any of the purposes, and in compliance with the provi-
sions, specified in this chapter is automatically guaranteed by the
United States in an amount not more than 60 per centum of the loan
if the loan is made for any of the purposes specified in section 1810
of this title [and not more than 50 per centum of the loan if the loan
is for any of the purposes specified in section 1812, 18183, or 1814 of
this title].

(2) Any unused entitlement of World War IT or Korean conflict vet-
erans which expired under provisions of law in effect prior to the date
of enactment of the Veterans’ Housing Act of 1970 is hereby restored
and shall not expire until used.

(b) [Except as provided in sections 1810, 1811, and 1819 of this title,
the aggregate amount guaranteed shall not be more than $2,000 in the
case of non-real-estate loans, nor $4,000 in the case of real-estate loans,
or a prorated portion thereof on loans cof both types or combination
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thereof.J The liability of the United States under any guaranty,
within the limitations of this chapter, shall decrease or increase pro
rata with any decrease or increase of the amount of the unpaid portion
of the obligation.

(¢) (1) Loans guaranteed or insured under this chapter shall be
payable upon such termus and conditions as may be agreed upon by the
parties thereto, subject to the provisions o this chapter and regula-
tions of the Administrator issued pursuant to this chapter, and shall
bear interest not in excess of such rate as the Administrat r may from
time to time find the loan market demands, except that in establishing
the rate of interest that shall be applicable to such loans, the Adminis-
trator shall consult with the Secretary of Housing and Urban Develop-
ment regarding the rate of interest the Secretary considers necessary
to meet the mortgage market for home loans insured under section
203(b) of the National Housing Act, and, to the maximum extent
practicable, carry out a coordinated policy on interest rates on loans
msured under such section 203 (b) and un loans guaranteed or insured
under this chapter.

(2) The provisions of the Servicemen’s Readjustment Act of 1944
which were in effect before April 1, 1958, with respect to the interest
chargeable on loans made or guaranteed under such Act shall, not-
withstanding the provisions of paragraph (1) of this subsection,
continue to be applicable-—

(A) to any loan made or guaranteed before April 1, 1958; and

(B) to any loan with respect to which a commitment to guar-
antee was entered into by the Administrator before April 1, 1958.

(3) Thes section shall not be construed to prohibit a veterar from
paying to a lender any rcasonable discount required by swuch lender,
when the proceeds from the loan are to be used.:

(d) to refinance indebtedness pursuant to section 1810(a) (5),

(B) to repair, alter, or improve a farm residence or other dwell-
ing pursuant to section 1810(a) (4);

(O) to cowstruct a dwelling or farm residence on land already
owned or to be acquired by the veteran except where the land is
directly or indirectly acquired from a builder or decveloper whe
has contracted to construct such dwelling for the vetcran, or

(D) to purchase a dwelling from a class of sellers which the
Administrator determines are legally precluded wnder all cir-
cumstances from paying such a discount if the best interest of
the wveteran would be so served.

(d) (1) The maturity of any [non-real-estate] loan shall not be more
than [ten years except as provided in section 1819 of this title. The
maturity of any real-estate loan (other than a loan on farm realty)
shall not be more than thirty years, and in the case of a loar. on farm
realty, shall not be more than forty years.] thirty years and thirty-two
days.

(2) Any loan for a term of more than five years shall be amortized
in accordance with established procedure.

(3) Any real estate loan (other than for repairs, alterations, or
improvements) shall be secnred by a first lien on the realty. In deter-
mining whether a loan for the purchase or construction of a home is
so secured, the Administrator may disregard a superior lien created
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by a duly recorded covenant running with the realty in favor of a
private entity to secure an obligation to such entity for the home-
owner’s share of the costs of the management, operation, or mainte-
nance of property, services or programs within and for the benefit of
the development or community in which the veteran’s realty is located,
if he determines that the interests of the veteran borrower and of the
Government will not be prejudiced by the operation of such covenant.
In respect to any such superior lien to be created after the effective date
of this amendment, the A dministrator’s determination must have been
made prior to the recordation of the covenant. [Any non-real-estate
loan (other than for working or other capital, merchandise, goodwill,
and other intangible assets) shall be secured by personalty to the
extent legal and practicable.] ,

§ 1804. Restrictions on loans

(a) No loan for the purchase or construction of residential prop-
erty shall be financed through the assistance of this chapter unless the
property meets or exceeds minimum requirements for planning, con-
struction, and general acceptability prescribed by the Administrator;
however, this subsection shall not apply to a loan for the purchase
of residential property on which construction is fully completed more
than one year before such loan is made.

(b) Subject to notice and opportunity for a hearing, the Adminis-
trator may refuse to appraise any dwelling or housing project owned,
sponsored, or to be constructed by any person identified with housing
previously sold to veterans under this chapter as to which substantial
deficiencies have been discovered, or as to which there has been a
failure or indicated inability to discharge contractual liabilities to
veterans, or as to which it is ascertained that the type of contract of
sale or the methods or practices pursued in relation to the marketing
of such properties were unfair or unduly prejudicial to veteran pur-
chasers. The Administrator may also refuse to appraise any dwelling
or housing project owned, sponsored, or to be constructed by any
person refused the benefits of participation under the National Hous-
ing Act pursuant to a determination of the Secretary of Housing and
Urban Development [under section 512 of that Act].

(¢) No loan for the purchase or construction of residential property
shall be financed through the assistance of this chapter unless the
veteran applicant, at the time that he applies for the loan, and also at
the time that the loan is closed, certifies in such form as the Adminis-
trator may require, that he intends to occupy the property as his home.
No loan for the repair, alteration, or improvement of residential prop-
erty shall be financed through the assistance of the provisions of this
chapter unless the veteran applicant, at the time that he applies to the
lender for the loan, and also at the time the loan is ciosed, certifies, in
such form as may be required by the Administrator, that he occupies
the property as his home. Notwithstanding the foregoing provisions
of this subsection, in the case of a loan automatically guaranteed
under this chapter, the veteran shall be required to make the cer-
tification only at the time the loan is closed. For the purposes of this
chapter the requirement that the veteran recipient of a guaranteed or
direct home loan must occupy or intend to occupy the property as his
home means that the veteran as of the date of his certification actually
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lives in the property personally as his residence or actually intends
upon completion of the loan and acquisition of the dwelling unit to
move into the property personally within a reasonable time and to
utilize such property as his residence. Notwithstanding the foreging re-
quirements of this subsection, the provisions for certification by the
ve:eran at the time he applies for the loan and at the time the loan
is closed shall be considered to be satisfied if the Administrator finds
that (1) in the case of a loan for repair, alteration, or improvement
the veteran in fact did occupy the property at such times, or (2) in
the case of a loan for construction or purchase the veteran intended
to occupy the property as his home at such times and he did in fact so
orcupy it when, or within a reasonable time after, the loan was closed.

(d) Subject to notice and opportunity for a hearing, whenever
the Administrator finds with respect to guaranteed or insured loans
that any lender or holder has failed to maintain adequate loan ac-
counting records, or to demonstrate proper ability to service loans
adequately or to exercise proper credit judgment or has willfully or
neglige..itly engaged in practices otherwise detrimental to the interest
of veterans or of the Government, he may refuse either temporarily
or permanently to guarantee or insure any loans made by such lender
or holder and may bar such lender or holder from acquiring loans
guaranteed or insured under this chapter; however, the Administrator
shall not refuse to pay a guaranty or insurance claim on loans there-
tofore ente ‘ed into in good faith between a veteran and such lender.
The Administrator may also refuse either temporaiily or permunently
to guarantee or insure any loans made by a lender or holder refused the
benefits of participation under the National Housing Act pursuant to
a determination of the Secretary of IHousing and Urban Development
[under section 512 of that Act].

(e) No loan for the purchase or construction of new residential
pronerty (other than property served by a water and sewerage system
approved by the Secretary of Housing and Urban Development pur-
suant to title X of the National Housing Act) shall be financed
through the assistance of this chapter, except pursuant to a commit-
ment made prior to the date of the enactment of the Fousing and
Urban Development Act of 1965, if such property is not served by a
public or adequate community water and sewerage system and is
located in an area where the appropriate local officials certify that the
establishment of such systems 1s economically feasible. Ifor purposes
of this subsection. the economic feasibility of establishing public or
adequate community water and sewerage systems shall be determined
without regard to whether such establishment is authorized by law or
é@ subject to approval by one or more local governments or public

odies. :

§ 1805. Warranties

(a) The Administrator shall require that in connection with any
property upon which there is located a dwelling designed principally
for not more than a four-family residence and which is approved for
guaranty or insurance before the beginning of construction, the seller
or builder, and such other persons as may be required by the Ad-
ministrator to become warrantor, shall deliver to the purchaser or
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owner of such property a warranty that the dwelling is constructed
in substantial conformity with the plans and specifications (including
any amendments thereof, or changes and variations therein, which
have been approved in writing by the Administrator) on which the
Administrator based his valuation of the dwelling. The Adminis-
trator shall deliver to the builder, seller, or other warrantor his
written approval (which shall be conclusive evidence of such ap-
proval) of any amendment of, or change or variation in, such plans
and specifications which the Administrator deems to be a substantial
amendment thereof, or change or variation therein, and shall file a
copy of such written approval with such plans and specifications. Such
warranty shall apply only with respect to such instances of substantial
nonconformity to such approved plans and specifications (including
any amendments thereof, or changes or variations therein which have
been approved in writing, as provided in this section, by the Admin-
istrator) as to which the purchaser or home owner has given written
notice to the warrantor within one year from the date of conveyance
of title to, or initial occupancy of, the dwelling, which ever first occurs.
Such warranty shall be in addition to, and not in derogation of, all
other rights and privileges which such purchaser or owner may have
under any other law or instrument. The provisions of this section shall
apply to any such property covered by a mortgage insured or guaran-
teed by the Administrator on and after October 1, 1954, unless such
mortgage is insured or guaranteed pursuant to a commitment there-
for made before October 1, 1954,

(b) The Administrator shall permit copies of the plans and speci-
fications (including written approvals of any amendments thereof,
or changes or variations therein, as provided in this section) for
dwellings in connection with which warranties are required by sub-
section (a) of this section to be made available in their appropriate
local offices for inspection or for copying by any purchaser, home
owner, or warrantor during such hours or periods of time as the
Administrator may determine to be reasonable.

§1806. Escrow of deposits and downpayments

(2) Any deposit or downpayment made by an eligible veteran in
connection with the purchase of proposed or newly constructed and
previously unoccupied residential property in a project on which the
Administrator has issued a Certificate of Reasonable Value, which
purchase is to be financed with a loan guaranteed, insured, or made
under the provisions of this chapter, shall be deposited forthwith by
the seller, or the agent of the seller, receiving such deposit or pay-
ment, in a trust account to safeguard such deposit or payment from
the claims of creditors of the seller. The failure of the seller or his
agent to create such trust account and to maintain until the deposit
or payment has been disbursed for the benefit of the veteran purchaser
at settlement or, if the transaction does not materialize, is otherwise
disposed of in accordance with the terms of the contract, may con-
stitute an unfair marketing practice within the meaning of section
1804 (b) of this chapter.

(b) If an eligible veteran contracts for the construction of a prop-
erty in a project on which the Administrator has issued a Certificate



64

of Reasonable Value and such construction is to be financed with the
assistance of a construction Joan to be guaranteed, insured, or made
under the provisions of this chapter, it may be considered an unfair
marketing practice under section 1804 (b) of this chapter if any deposit
or downpayment of the veterans is not maintained in a special trust
account by the recipient until it is either (1) applied on behalf of
the veteran to the cost of the land or to the cost of construction or
(2), if the transaction does not materialize, is otherwise disposed of
in accordance with the terms of the coutract.

Subchapter II—Loans

§ 1810. Purchase or construction of homes

(a) Any loan to a veteran, if made pursuant to the provisions of
this chapter, is automatically guaranteed if such loan is for one or
more of the following purposes:

(1) To purchase or construct a dwelling to be owned and
occupied by him as a home.

(2) To purchase a farm on which there is a farm residence
to be owned and occupied by him as his home.

(3) To construct on land owned by him a farm residence to
be occupied by him as his home.

4) lf‘o repair, alter, or improve a farm residence or other
dwelling owned by him and occupied by him as his home.

If there is an indebtedness which is secured by a lien against land
owned by the veteran, the proceeds of a loan guaranteed under this
section or made under section 1811 of this title for construction of a
dwelling or farm residence on such land may be used also to liquidate
such lien, but only if the reasonable value of the land is equal to or
greater than the amount of the lien. )

(5) To refinance existing mortgage loans or other liens which
are secured of record on a dwelling or farm residence owned and
occupied by him as his home. [Nothing in this chapter shall pre-
clude a veteran from paying to a lender any discount required by
such lender in connection with such refinancing.]

(6) To purchase a one-family residential wnit in a new condo-
minium housing development or project, or in a structure built
and sold as a condominium, provided such development, project
or structure is approved by the Administrator under such criteria
as he shall prescribe. )

(b) No loan may be guaranteed under this section or made under
section 1811 of this title unless—

(1) the proceeds of such loan will be used to pay for the prop-
erty purchased, constructed, or improved; _ )

(2) the contemplated terms of payment required in any mort-
gage to be given in part payment of the purchase price or the
construction cost bear a proper relation to the veterans’ present
and anticipated income and expenses; )

(3) the veteran is a satisfactory credit risk;

(4) the nature and condition of the property is such as to be
suitable for dwelling purposes;
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(5) the loan to be paid by the veteran for such property or
for the cost of construction, repairs, or alterations, does not
exceed the reasonable value thereof as determined by the Adminis-
trator; and, .

(6) if the loan is for repair, alteration, or improvement of
property, such repair, alteration, or improvement substantially
protectts or improves the basic livability or utility of such
property.

After the reasonable value of any property, construction, repairs, or
alterations is determined under paragraph (5), the Administrator
shall, as soon as possible thereafter, notify the veteran concerned of
such determination.

(c) The amount of guaranty entitlement available to a veteran
under this section shall not be more than [$12,500] $17.600 less such
entitlement as may have been used previously under this section and
other sections of this chapter.

L(d) Nothing in this chapter shall be deemed to preclude the guar-
anty of a loan to an eligible veteran to purchase a one-family residen-
tial unit to be owned and occupied by him as a home in a congominium
housing development or project as'to which the Secretary of Hous-
ing and Urban Development has issued, under section 234 of the
National Housing Act, as amended (12 U.S.C. 17 15y), evidence of
Insurance on at least one loan for the purchase of a one-family unit.
The Administrator shall guarantee loans to veterans on such residen-
tial units when such loans meet those requirements of this chapter

which he shall, by regulation, determine to be applicable to such
loans.}

§ 1811. Direct loans to veterans

(a) The Congress finds that housing credit under section 1810 or
1819 of this title is not and has not been generally available to veterans
living in rural areas, or in small cities and towns not near large metro-
politan areas. It is therefore the purpose of this section to provide
housing credit for veterans living in such rural areas and such small
cities and towns. :

(b) Whenever the Administrator finds that private capital is not
generally available in any rural area or small city or town for the
financing of loans guaranteed under section 1810 or 1819 of this title,
he shall designate such rural area or small city or town as a “housing
credit shortage area”. He shall, with respect to any such area, make, or
enter into commitments to make, to any veteran eligible under this title,
a loan for any or all of the purposes described in section 1810(a) or
1819 of this title.

(c) No loan may be made under this section to a veteran unless he
shows to the satisfaction of the Administrator that

(1) he 1s unable to obtain from a private lender in such housing
credit shortage area, at an interest rate not in excess of the rate
authorized for guaranteed home loans or mobile home loans, as
appropriate, a loan for such purpose for which he is qualified
under section 1810 or 1819 of this title, as appropriate ; and
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(2) he is unable to obtain a loan for such purpose from the Sec-
retary of Agriculture under sections 1000-1029 of title 7 or under
sections 1471-1483 of title 42.

(d) (1) Loans made under this section shall bear interest at a rate
determined by the Administrator, not to exceed the rate authorized for
guaranteed home loans or mobile loans, as appropriate, and shall be
subject to such requirements or limitations prescribed for loans guar-
anteed under this title as may be applicable.

(2) (A) Except for any loan made under this chapter for the pur-
poses described in section 1819 of this title, the original principal
amount of any loan made under this section shall not exceed an amonnt
which bears the same ratio to $21,000 as the amount of guaranty to
which the veteran is entitled under section 1810 of this title at the time
the loan is made bears to [$12,500] $17,600; and the guaranty entitle-
ment of any veteran who heretofore or hereafter has been granted =
loan under this section shall be charged with an amount which bears
the same ratio to [$12,500 $17,500 as the amount of the loan bears to
$21,000; except that the Administrator may increase the $21,000 limi-
tations specified in this paragraph to an amount not to exceed $25,000
where he finds that cost levels so require.

(B) The original principal amount of any loan made under this
section for the purposes described in section 1819 of this title shall
not exceed the amount specified by the Administrator pursuant to
subsection (d) of such section. .

(8) No veteran may obtain loans under this section aggregating
more than $21,000; except that the Administrator may increase such
aggregate amount to an amount not to exceed $25,000 where he finds
that cost levéls so require.

(e) Loans made under this section shall be repaid in monthly in-
stallments, except that in the case of any such loan made for any of
the purposes described in paragraph (2), (3), or (4) of section 1810
(a) of this title, the Administrator may provide that such loan shall
be repaid in quarterly, semiannual, or annual installments.

() In connection with any loan under this section, the Administra-
tor may make advances in cash to pay taxes and assessments on the
real estate, to provide for repairs, alterations, and improvements, and
to meet the incidental expenses of the transaction. The Adminis-
trator shall determine the expenses incident to origination of loans
made under this section, which expenses, or a reasonable flat allow-
ance in lieu thereof, shall be paid by the veteran in addition to the
loan closing costs.

(g) The Administrator may sell, and shall offer for sale, to any
person or entity approved for such purpose by him, any loan made
under this section at a price which he determines to be reasonable
under the conditions prevailing in the mortgage market when the
agreement to sell the loan is made; and shall guarantee any loan thus
sold subject to the same conditions, terms, and limitations which would
be applicable were the loan guaranteed under section 1810 or 1819 of
this title, as appropriate.

(h) The Administrator may exempt dwellings constructed through
assistance provided by this section from the minimum land planning
and subdivision requirements prescribed pursuant to subsection (a)
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of section 1804 of this title, and with respect to such dwellings may
prescribe special minimum land planning and subdivision require-
ments which shall be in keeping with the general housing facilities in
the locality but shall require that such dwellings meet minimum
requirements of structural soundness and general acceptability.

(1) The Administrator is authorized without regard to the pro-
visions of subsections (a), (b), and (c) of this section, to make or enter
into a commitment to make a loan to any veteran to assist the veteran
in acquiring a specially adapted housing unit authorized under chapter
21 of this title, if the veteran is determined to be eligible for the bene-
fits of such chapter 21, and is eligible for loan guaranty benefits under
this chapter,

(j) (1) If any builder or sponsor proposes to construct one or
more dwellings in a housing credit shortage area, or in any area for
a veteran who is determined to be eligible for assistance in acquiring a
specially adapted housing unit under chapter 21 of this title, the
Administrator may enter into commitment with such builder or spon-
sor, under which funds available for loans under this section will be
reserved for a period not in excess of three months, or such longer
period as the Administrator may authorize to meet the needs in any
particular case, for the purpose of making loans to veterans to pur-
chase such dwellings. Such commitment may not be assigned or trans-
ferred except with the written approval of the Administrator. The
Administrator shall not enter into any such commitment unless such
builder or sponsor pays a nonrefundable commitment fee to the Ad-
ministrator in an amount determined by the Administrator, not to
exceed 2 per centum of the funds reserved for such builder or sponsor.

(2) Whenever the Administrator finds that a dwelling with respect
to which funds are being reserved under this subsection has been
sold, or contracted to be sold, to a veteran eligible for a direct loan
under this section, the Administrator shall enter into a commitment
to make the veteran a loan for the purchase of such dwelling. With
respect to any loan made to an eligible veteran under this subsection,
the Administrator may make advances during the construction of
the dwelling, up to a maximum in advances of (A) the cost of the
land plus (B) 80 per centum of the value of the construction in place.

(k) Without regard to any other provision of this chapter, the
Administrator may take or cause to be taken such action as in his
judgment may be necessary or appropriate for or in connection with
the custody, management, protection, and realization or sale of in-
vestments under this section, may determine his necessary expenses
and expenditures, and the manner in which the same shall be incurred,
allowed and paid, may make such rules, regulations, and orders as
he may deem necessary or appropriate for carrying out his functions
under this section and section 1823 of this title and except as other-
wise expressly provided in this chapter, may employ, utilize, com-
pensate, and, to the extent not inconsistent with his basic responsi-
bilities under this chapter, delegate any of his functions under this
section and section 1823 of this title to such persons and such corporate
or other agencies, including agencies of the United States, as he may
designate.
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[§ 1812, Purchase of farms and farm equipment

[(2) Any loan to a veteran, if made pursuant to the provisions of
this chapter, is automatically guaranteed if such loan is for one or
more of the following purposes: . ]

[(1) To purchase any lands, buildings, livestock, equipment,
machinery, supplies or implements, or to repair, alter, construct,
or improve any land, equipment, or builliug, including a farm-
house, to be used in farming operations conducted by the veteran
involving preduction in excess of his own needs.

[ (2) For working capital requirements necessary for such farm-
ing operations. o

%(3) To purchase stock in a cooperative association where the
purchase of such stock is required by Federal law as an incident
to obtaining the loan. )

(b) No loan may be guaranteed under this section unless—

[(1) the proceeds of the loan will be used for one of the pur-
poses listed 1n subsection (a) in connection with bona fide farm-
ing operations conducted by the veteran;

[(2) such property will be useful in and reasonably necessary
for efficiently conducting such operations;

L(3) the ability and experience of the veteran, and the nature
of the proposed farming operations to be conducted by him, are
such that there is a reasonable likelihood that such operations will
be successful ; and

L[(4) the price paid or to be paid by the veteran for such prop-
erty, or for the cost of construction, repairs, or alterations, does
not exceed the reasonable value thereof as determined by the
Administrator.

[(c) For the purpose of encouraging the construction and improve-
ment of farm housing, the Administrator may guarantee a loan for
the construction or improvement of a farmhouse which loan is secured
by a first lien on a portion of the farm suitable in size and location as
an independent home site, and may permit paymeunt out of the pro-
ceeds of such loan any sum required to obtain the release of such
site from existing indebtedness. The Administrator may, in his dis-
cretion, except any loan for the construction or improvement of a
farmhouse from the first lien requirement imposed by section 1803
(d) (3) of this title.

[§ 1813. Purchase of business property
[(a) Any loan to a veteran, if made pursuant to the provisions of
this chapter, is automatically guaranteed if such loan is for one or
more of the following purposes:
L(1) To be used for the purpose of engaging in business or
pursuing a gainful occupation.
L[(2) For the cost of acquiring for such purpose land, buildings,
supplies, equipment, machinery, tools, inventory, or stock in trade.
L(3) For the cost of the construction, repair, alteration, or im-
provement of any realty or personalty used for such purpose.
[(4) To provide the funds needed for working capital for such
purpose.
L(b) No loan may be guaranteed under this section uniess—
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[(1) the proceeds of such loan will be used by the veteran for
any of the specified purposes in connection with bona fide pursuit
of a gainful occupation by the veteran ;

L(2) such property will be useful in and reasonably necessary
fm; ‘the efficient and successful pursuit of such business or ocey-
pation;

. [(3) the ability and experience of the veteran, and the condi-
tions under which he proposes to pursue such business or occupa-
tion, are such that there is a reasonable likelihood that he will
be successful in the pursuit of such business or occupation ; and

[(4) the price paid or to be paid by the veteran for such prop-
erty, or for the cost of construction, repairs, or alterations, does
not exceed the reasonable value thereof as determined by the
Administrator.

[§ 1814. Loans to refinance delinquent indebtedness

. [(2) Any loan to a veteran, if made pursuant to the provisions of
this chapter, is automatically guaranteed if such loan is for one or
more of the following purposes:

[(1) To refinance any indebtedness of the veteran which is
secured of record on property to be used or occuppied by him as a
home or for farming purposes.

L(2) To refinance any indebtedness incurred by him in the
pursult of a gainful occupation which he is pursuing or which
he proposes in good faith to pursue.

L(3) To pay any delinquent taxes or assessments on such prop-
erty or business.

L (b) No loan may be guaranteed under this section unless—

[(1) such refinancing will aid the veteran in his economic re-
adjustment ; and

[(2) the amount of the loan does not exceed the reasonable
Zalzle (:)lf the property or business as determined by the Adminis-

rator.

§ 1815, Insurance of loans

(a) Any loan which might be guaranteed under the provisions of
this chapter, when made or purchased by any financial institution
subject to examination and supervision by an agency of the United
States or of any State may, in lieu of such guaranty, be insured by
the Administrator under an agreement whereby he will reimburse any
such institution for losses incurred on such loan up to 15 per centum
of the aggregate of loans so made or purchased by it.

(b) Loans insured under this section shall be made on such other
terms, conditions, and restrictions as the Administrator may prescribe
within the limitations set forth in this chapter. [The Administrator
may fix the maximum rate of interest payable on any class of non-real-
estate loans insured under this section at a figure not in excess of a 3
per centum discount rate or an equivalent straight interest rate on
nonamortized loans.]

§1816. Procedure on default

() In the event of default in the payment of any loan guaranteed
under this chapter, the holder of the obligation shall notify the Ad-
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ministrator who shall thereupon pay to such holder the guaranty not
in excess of the pro rata portion of the amount originally guaranteed,
and shall be subrogated to the rights of the holder of the obligation
to the extent of the amount paid on the guaranty. Before suit or fore-
closure the holder of the obligation shall notify the Administrator of
the default, and within thirty days thereafter the Admninjstrator may,
at his option, pay the holder of the obligation the unpaid balance of
the obligation plus accrued interest and receive an assignment of the
loan and security. Nothing in this section shall preclude any forbear-
ance for the benefit of the veteran as may be agreed upon by the parties
to the loan and approved by the Administrator. The Administrator
may establish the date, not later than the date of judgment and decree
of foreclosure or sale, upon which accrual of interest or charges shall
cease.

(b) With respect to any loan made under section 1811 which has
not been sold as provided 1n subsection (g) of such section if the Ad-
ministrator finds, after there has been a default ir the payment of any
installment of principal or interest owing on such loan, that the de-
fault was due to the fact that the veteran who is obligated under the
lean has become unemployed as the result of the closing (in whole or
in part) of a Federal installation, he shall (1) extend the time for
curing the default to such time as he determines is necessary and de-
sirable to enable such veteran to complete payments on such loan,
including an extension of time beyond the stated maturity thereof, or
(2) modify the terms of such loan for the purpose of changing the
amortization provisions thereof by recasting, over the remaining term
of the loan, over such longer period as he may determine, the total
unpaid amount then due with the modification to become effective. cur-
rently or upon the termination of an agreed-upon extension of the
period for curing the default.

§ 1817. Release from liability under guaranty

(a) Whenever any veteran disposes of residential property
securing a guaranteed, insured, or direct loan obtained by him, the
Administrator, upon application made by such veteran and by the
transferee incident to such disposal, shall issue to such veteran in
connection with such disposal a release relieving him of all further
liability to the Administrator on account of such loan (including
liability for any loss resulting from any default of the transferee
or any subsequent purchaser of such property) if the Administra-
tor has determined, after such investigation as he may deem appro-
priate, that (1) the loan is current, and (2) the purchaser of such
property from such veteran (A) has obligated himself by contract
to purchase such property and to assume full liability for the repay-
ment of the balance of the loan remaining unpaid, and has assumed
by contract all of the obligations of the veteran under the terms of the
instruments creating and securing the loan, and (B) qualifies from a
credit standpoint, to the same extent as if he were a veteran eligible
under section 1819 of this title, for a guaranteed or insured or direct
loan in an amount equal to the unpaid balance of the obligation for
which he has assumed liability.

(b) If any veteran disposes of residential property securing a
guaranteed, insured, or direct loan obtained by him under this chapter
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without receiving a release from liability with respect to such loan
under subsection (a), and a default subsequently occurs which re-
sults in liability of the veterans to the Administrator on account of
the loan, the Administrator may relieve the veterans of such liability if
he determines, after such investigation as he deems appropriate, that
the property was disposed of by the veteran in such a manner. and
subject to such conditions, that the Administrator would have issued
the veteran a release from liability under subsection (a) with respect
to the loan if the veteran had made application therefor incident to
such disposal. Failure of a transferee to assume by contract all of the
liabilities of the original veteran-borrower shall bar such release of
Hability only in cases 1n which no acceptable transferee, either imme-
diate or remote, is legally liable to the Administrator for the indebted-
ness of the original veteran-borrower arising from termination of the
loan. The failure of a veteran to qualify for release from liability
under this subsection does not preclude relief from being granted
under subsection 3102(b) of this title, if eligible thereunder.

§1818. Veterans who serve after J anuary 31, 1955

(a) Each eligible veteran, as defined in paragraphs (1) and (2) of
subsection (a) of section 1652 of this title, shall be eligible for the
benefits of this chapter [[(except sections 1813 and 1815, and business
loans under section 1814, of this title)J, subject to the provisions of
this section.

(b) Entitlement under subsection (a), (1) shall cancel any unused
entitlement under other provisions of this chapter derived from serv-
ice during World War II or the Korean conflict, and (2) shall be
reduced by the amount by which entitlement from service during
World War I1 or the Korean conflict has been used to obtain a direct,
guaranteed, or insured loan—

(A) on real property which the veteran owns at the time of
application; or

(B) asto which the Administrator has incurred actual liability
or loss, unless in the event of loss or the incurrence and payment
of such liability by the Administrator the resulting indebtedness
has been paid 1n full.

L(e) Notwithstanding the exception in subsection ( a) of this sec-
tion, entitlement derived under such subsection (a) shall include
eligibility for any of the purposes specified in sections 1813 and 1815,
and business loans under section 1814 of this title, if (1) the veteran
previously derived entitlement to the benefits of this chapter based on
service during World War IT or the Korean conflict, and (2) he has
not used any of his entitlement derived from such service.J

[(d)J(c) Any entitlement to the benefits of this section which had
not expired as of the date of enactment of the Veterans’ Housing Act
of 1970 and any entitlement to such benefits accruing after such date
shall not expire until used.

§ 1819. Loans to purchase mobile homes and mobile home lots

(a) Notwithstanding any other provision of this chapter, any vet-
eran eligible for loan guaranty benefits under this chapter who has
maximum home loan guaranty entitlement available for use shall be
eligible for the mobile home loan guaranty benefit or the mobile home
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lot loan guaranty benefit, or both, under this section. Use of the mobile
home loan guaranty benefit or the mobile home lot loan guaranty
benefit, or both, provided by this section shall preclude the use of any
home loan guaranty entitlement under any other section of this chapter
until the [mobile homel loan gnaranteed under this section has been
paid in full.

(b) (1) Subject to the limitations in subsection (d) of this section,
a loan to purchase a mobile home under this section may include (or
be augmented by a separate loan for) [(1)] (A) an amount to finance
the acquisition of a 1ot on which to place such home, 2nd [(2)J(B) an
additional amount to pay expenses reasonably necessary for the appro-
priate preparation of such a lot, including, but not limited to, the in-
stallation of utility connections, sanitary facilities and paving, and the
construction of a suitable pad.

(2) Subject to the limitations in subscction (d) of this section, a
loan, may be made to purchase a lot on which to place a mobile home
if the veteran already has such o home. Such a loan may include an
amount sufficient to pay expenses reasonably necessury for the appro-
priate preparation of such a lot, including, but not limited to, the
installation of wutility comnections, sanmitary factlities, and peving,
and the construction of a suituble pad.

{c) (1) Any loan to a veteran ecligible under subsection (a) shall
be guaranteed by the Administrator if [(1)3 (A) the loan is for the
purpose of purchasing a new mobile home [or for the purchase of a
used mobile home which is the security for a prior loan guaranteed or
made under this section or for a loan guaranteed, insured or made by
another Federal agency,] or for the purchase of a used mobile home
which meets or exceeds minimum requirements for construction, de-
sign, and general acceptability prescribed by the Administrator, [and]}
or the loan is for the purpose cf purchasing a lot on which to place
mobile home previously purchased by the veteran, whether or not such
mobile home was purchased with a loan guarantecd, insured or made by
amother Federal agency, and [(2)] (B) the loan complies in ali other
respects with the requirements of this section. Loans for such purpose
(including those which will also finance the acquisition of a lot or site
preparation as authorized by subsection (b) of this section) shall be
Submitted to the Administrator for approval prior to loan closing
except that the Administrator may exempt any lender of a class listed
in section 1802(d) of this title from compliance with such prior
approval requirement if he determines that the experience of such
lender or class of lenders in mobile home financing warrants such
exemption.

(2) Upon determining that a loan submitted for prior approval
is eligible for guaranty under this section, the Administrator shall
issue a commitment to guarantee such loan and shall thereafter guar-
antee the loan when made if such loan qualifies therefor in all respects.

(3) The Administrator’s guaranty shall not exceed 30 per centum
of the loan, including any amount for lot acquisition and site prep-
aration, and payment of such guaranty shall be made only after
liquidation of the security for the loan and the filing of an accounting
with the Administrator. In any such accounting the Administrator
shall permit to be included therein accrued unpaid interest from the
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date of the first uncured default to such cutoff date as the Adminis-
trator may establish, and he shall allow the holder of the loan to
charge against the liquidation or resale proceeds, accrued interest
from the cutoff date established to such further date as he may deter-
mine and such costs and expenses as he determines to be reasonable and
proper. The liability of the United States under the guaranty pro-
vided for by this section shall decrease or increase pro rata with any
t@ecrease or increase of the amount of the unpaid portion of the obliga-
ion.

(4) (1) The Administrator shall establish a loan maximum for each
type of loan authorized by this section. In the case of a new mobile
home, the Administrator may establish a maximum loan amount based
on the manufacturer’s invoice cost to the dealer and such other cost
factors as the Administrator considers proper to take into account. In
the case of a used mobile home, the Administrator shall establish a
maximum loan amount based on his determination of the reasonable
value of the property. In the case of any lot on which to place a mobile
[home financed through the assistance of this section] home, whether
or not the mobile home was financed with assistance under this section,
and in the case of necessary site preparation, the loan amount [shall
not be increased by an amount in excess of] for such purposzs may not
exceed the reasonable value of such lot or an amount appropriate to
cover the cost of necessary site preparation or both, as determined by
the Administrator.

(2) The maximum permissible loan amounts and the term for which
the loans are made shall not exceed—

(A) [$10,000] $72,600 for twelve years and thirty-two days in
the case of a loan covering the purchase of a single-wide mobile
home only [,J and such additional amount as is determined by the

Administrator to be appropriate to cover the cost of necessary site .

preparation where the veteran owns the lot, or

(B) [$15,000 (but not to exceed $10,000 for the mobile home)]
$20.000 for [fifteen] twenty years and thirty-two days in the case
of a loan covering the purchase of a double-wide mobile home [and
an undeveloped lot on which to place such home.] only and such
additional amount as is determined by the Administrator to be
appropriate to cover the cost of necessary site preparation where
the weteran owns the lot, or

(C) [$17,500] $20,000 (but not to exceed [$10,000] $72,500 for
the mobile home) for fifteen years and thirty-two days in the case
of a loan covering the purchase of a single-wide mobile home and
[Ja suitably developed lot on which to place such home.J an unde-
veloped lot on which to place such home, which includes such
amount as is determined by the Administrator to be appropriate
to cover the cost of necessary site preparation, or

(D) 827,500 (but not to exceed $20,000 for the mobile home)
for twenty years and thirty-two days in the case of a loan covering
the purchase of a double-wide mobile home and an undeveloped
lot om which to place such home, which includes such amount as is
decormined by the Administrator to be appropriate to cover the
cost of necessary site preparation, or
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(£) $20,000 (but not to ewceed $12,500 for the mobile home)
for fifteen years and thirty-two days in the case of a loan cover-
ing the purchase of a single-wide mobile home and a suitably
developed lot on which to place such home, or )

(F) 827,500 (but not to emceed $20,000 for the mobile home)
for twenty years and thirty-two days in the case of aloan co'vemnél
the purchase of a double-wide mobile home and a suitably devel-
oped lot on whach to place such home, or )

(@) 37,500 for twelve years and thirty-two days in the case
of a loan covering the purchase of only an undevaloped lot on
which to place a mobile home owned by the veteran, which includes
such amount as is determined by the Administrator to be appro-
printe to cover the cost of necessary site preparation, or

() 87,600 for twelve years and thirty-two days in the case
of a loan covering the purchase of a suitably developed lot on
which to place a mobile home owned by the veteran. )

(3) Such limitations set forth in paragraph (2) of this subsection
on the amount and term of any loan shall not be deemed to preclude
the Administrator, under regulations which he shall prescribe, from
consenting to necessary advances for the protection of the security
or the holder’s lien, or to a reasonable extension of the term or
reamortization of such loan. ' _

(e) No loan shall be guaranteed under this section unless—

(1) the loan is repayable in approximately equal monthly
installments; ) )

(2) the terms of repayment bear a proper relationship to the
veteran’s present and anticipated income and expenses, and the
veteran is a satisfactory credit risk, taking into account the pur-

ose of this program to make available lower cost housing to

ow and lower income veterans, especially those who have been
receutly discharged or released from active military, naval, or alr
service, who may not have previcusly established credit ratings;

(3) the loan is secured by a first lien on the mobile home pur-
chased with the proceeds of the loan and on any lot acquired or
improved with the proceeds of the loan; )

(4) the amount of the loan, subject to the maximums estab-
lished in subparagraph (d) of this section, is not in excess of the
maximum amount prescribed by the Administrator;

(5) the veteran certifies, in such form as the Administrator
shall’ prescribe, that he will personally occupy the property as
his home; ] .

(6) the mobile home is or will be placed on a site which meets
specifications which the Administrator shall establish by regu-
lation ; and _

(7) the interest rate to be charged on the loan does not exceed
the perniissible rate established by the Administrator.

(f) The Administrator shall establish such rate of interest for
mobile home loans and mobile home lot loans as he determines to be
necessary in order to assure a reasonable supply of mobile home loan
financing for veterans under this section. ) _

(g) Entitlement to the loan guaranty benefit used under this section
shall be restored a single time for any veteran by the Administrator
provided the first loan has been repaid in: full.
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(h) The Administrator shall promulgate such regulations as he
determines to be necessary or appropriate in order to fully implement
the provisions of this section, and such regulations may specify which
provisions in other sections, of this chapter he determines should be
applicable to loans guaranteed or made under this section. The Admin-
Istrator shall have such powers and responsibilities in respect to mat-
ters arising under this section as he has in respect to loans made or
guaranteed or under other sections of this chapter.

(1) No loan for the purchase of a mobile home shall be guaranteed
under this section unless the mobile home and lot, if any, meet or ex-
ceed standards for planning, construction, and general acceptability
as prescribed by the Administrator and 7o loan for the purchase of o
lot on which to place a mobile home owned by a veteran shall be guar-
anteed under this section unless the lot meets such standards prescribed
for mobile home lots. Such standards shall be designed to encourage
the maintenance and development of sites for mobile homes which will
be attractive residential areas and which will be free from, and not
substantially contribute to, adverse scenic or environmental conditions.
For the purpose of assuring compliance with such standards, the Ad-
ministrator shall from time to time inspect the manufacturing process
of mobile homes to be sold to veterans and conduct random onsite
11}11spections of mobile homes purchased with assistance under this
chapter,

(3) The Administrator shall require the manufacturer to become a
warrantor of any new mobile home which is approved for purchase
with financing through the assistance of this chapter and to furnish
to the purchaser a written warranty in such form as the Administra-
tor shall require. Such warranty shall include (1) a specific statement
that the mobile home meets the standards prescribed by the Adminis-
trator pursuant to the provisions of subsection (1) of this section; and
(2) a provision that the warrantor’s liability to the purchaser or owner
is limited under the warranty to instances of substantial nonconform-
1ty to such standards which become evident within one year from date
of purchase and as to which the purchaser or owner gives written notice
to the warrantor not later than ten days after the end of the warranty
period. The warranty prescribed herein shall be in addition to, and not
in derogation of, all other rights and privileges which such purchaser
or owner may have under any other law or instrument and shall so
provide in the warranty document.

(k) Subject to notice and opportunity for a hearing, the Adminis-
trator is authorized to deny guaranteed or direct loan financing in the
case of mobile homes constructed by any manufacturer who refuses to
permit the inspections provided for in subsection (i) of this section;
or in the case of mobile homes which are determined by the Adminis-
trator not to conform to the aforesaid standards; or where the manu-
facturer of mobile homes fails or is unable to discharge his obligations
under the warranty.

(1) Subject to notice and opportunity for a hearing, the Adminis-
trator may refuse to approve as acceptable any site in a mobile home
park or subdivision owned or operated by any person whose rental or
sale methods, procedures, requirements, or practices are determined
by the Administrator to be unfair or prejudicial to veterans renting
or purchasing such sites. The Administrator may also refuse to guar-
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antee or make direct loans for veterans to purchase mobile homes
offered for sale by any dealer if substantial deficiencies have been dis-
covered in such homes, or if he determines that there has been a failure
or indicated inability of the dealer to discharge contractual liabilities
to veterans, or that tﬁe type of contract of sale or methods, procedures,
or practices pursued by the dealer in the marketing of such properties
have been unfair or prejudicial to veteran pnrchasers.

(m) The Administrator’s annual report to Congress, shall, begin-
ning 12 months following the date of enactment of the Veterans’
Housing Act of 1970, include a report on operations under this section,
including the results of inspections required by subsection (i) of this
section, experience with compliance with the warranty required by
subsection (j) of this section and the experience regarding the defaults
and foreclosures.

(n) The provisions of section 1804(d) and section 1821 of this
chapter sh&lFbe fully applicable to lenders making guaranteed mobile
home loans and mobile home lot loans and holders of such loans.

L(o) No loans shall be guaranteed or made by the Administrator
under the provisions of this section on and after July 1, 1975, except
pursuant to commitments issued prior to such date.}

Subchapter III—Administrative Provisions

§ 1820. Powers of Administrator

(a) Notwithstanding the provisions of any other law, with respect

to matters arising by reasons of this chapter, the Administrator may—

(1) sue and be sued in his official capacity in any court of
competent jurisdiction, State or Federal ;

(2) subject to specific limitations in this chapter, consent to
the modification, with respect to rate of interest, time of payment
of principal or interest or any portion thereof, security or other
provisions of any note, contract, mortgage or other instrument
securing & loan which has been guaranteed, insured, made or
acquired under this chapter;

?3) pay, or compromise, any claim on, or arising because of,
any such guaranty or insurance;

(4) pay, compromise, waive or release any right, title, claim,
lien or demand, however acquired, including any equity or any
right of redemption;

{5) purchase at any sale, public or private, upon such terms
and for such prices as he determines to be reasonable, and take
title to, property, real, personal or mixed; and similarly sell, at
public or private sale, exchange, assign, convey, or otherwise
dispose of any such property ; and

6) complete, administer, operate, obtain and pay for in-
surance on, and maintain, renovate, repair, modernize, lease,
or otherwise deal with any property acquired or held pursuant
to this chapter. The acquisition of any such property shall not
deprive any State or political subdivision thereof its civil or
criminal jurisdiction of, on, or over such property (including
power to tax) or impair the rights under the State or local law
of any persons on such property. Without regard to section
3617, Revised Statutes (31 U.S.C. 484), or any other provision
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of law not expressly in limitation of this paragraph, the Ad-
ministrator may permit brokers utilized by him in connection
with such properties to deduct from rental collections amounts
covering authorized fees, costs, and expenses incurred in con-
nection with the management, repair, sale, or lease of any such
roperties and remit the net balances to the Administrator.

(bs The powers granted by this section may be exercised by the
Administrator without regard to any other provision of law not en-
acted expressly in limitation of this section, which otherwise would
govern the expenditure of public funds; however, section 5 of title 41
shall apply to any contract for services or supfl)lies on account of any
property acquired pursuant to this section if the amount of such con-
tract exceeds $1,000. o

(¢) The financial transactions of the Administrator incident to,
or arising out of, the guaranty or insurance of loans pursuant to
this chapter, and the acquisition, management, and disposition of
property, real, personal, or mixed, incident to such activities and
pursuant to this section, shall be final and conclusive upon all officers
of the Government. .

(d) The right to redeem provided for by section 2410(c) of title
28 shall not arise in any case in which the subordinate lien or interest
of the United States derives from a guaranteed or insured loan.

(e) (1) The Administrator is authorized from time to time, as he
determines advisable, to set aside first mortgage loans, and installment
sale contracts, owned and held by him under this chapter as the basis
for the sale of participation certificates as herein provided. For this
purpose the Administrator may enter into agreements, including trust
agreements, with the Government National Mortgage Association,
and any other Federal agency, under which the Association as fiduci-
ary may sell certificates of participation based on principal and interest
collections to be received by the Administrator and the Association
or any other such agency on first mortgage loans and installment sale
contracts comprising mortgage pools established by them. The agree-
ment may provide for substitution or withdrawal of mortgage loans,
or installment sale contracts, or for substitution of cash for mortgages
in the pool. The agreement shall provide that the Government National
Mortgage Association shall promptly pay for the Administrator the
entire proceeds of any sale of certificates of participation to the extent
such certificates are based on mortgages, including installment sale
contracts, set aside by the Administrator and he shall periodically pay
to the Association, as fiduciary, such funds as are required for pay-
ment of interest and principal due on outstanding certificates of par-
ticipation to the extent of the pro rata amount allocated to the Admin-
istrator pursuant to the agreement. The agreement shall also provide
that the Administrator shall retain ownership of mortgage loans and
installment sale contracts set aside by him pursuant to the agreement
unless transfer of ownership to the fiduciary is required in the event
of default or probable default in the payment of participation certifi-
cates. The Administrator is authorized to purchase outstanding cer-
tificates of participation to the extent of the amount of his commit-
ment to the fiduciary or participations outstanding and to pay his
proper share of the costs and expenses incurred by the Government
National Mortgage Association as fiduciary pursuant to the agreement.
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(2) The Administrator shall proportionately allocate and deposit
the entire proceeds received from the sale of participations into the
funds established pursuant to section 1823 and 1824 of this chapter,
as determined on an estimated basis, and the amounts so deposited
shall be available for the purposes of the funds. The Administrator
may nevertheless make such allocations of that part of the proceeds of
participation sales representing anticipated interested collections on
mortgage loans, including installment sale contracts, on other than an
estimated proportionate basis if determined necessary to assure pay-
ment of interest on advances theretofore made to the Administrator
by the Secretary of the Treasury for direct loan purposes. The Admin-
istrator shall set aside and maintain necessary reserves in the funds
establizhed pursuant to section 1823 and 1824 of this chapter to be used
for meeting commitments pursuant to this subsection and, as he de-
termines to be necessary, for meeting interest payments on advances
by the Secretary of the Treasury for direct loan purposes.

(f) Whenever loss, destruction, or damage to any residential prop-
erty sccuring loans guarantéed, insured, made, or acquired by the
Administrator under this chapter occurs as the result of a major dis-
aster as determined by the President under the Disaster Relief Act of
1974, the Administrator shall (1) provide counseling and such other
service to the owner of such property as may be feasible and shall
inform such owner concerning the disaster assistance available from
other Federal agencies and from State or local agencies, and (2) pur-
suant to subsection (a) (2) of this section, extend on an individual case
basis such forbearance or indulgence to such owner as the Adminis-
trator determtines to be warranted by the facts of the case and the cir-
cumstances of such owner.

§ 1821. Incontestability

Any evidence of guaranty or insurance issued by the Administrator
shall be conclusive evidence of the eligibility of the loan for guaranty
or insurance under the provisions of this chapter and of the amount
of such guaranty or insurance. Nothing in this section shall preclude
the Administrator from establishing, as against the original lender,
defenses based on fraud or materilt:f misrepresentation. The Admin-
istrator shall not, by reason of anything contained in this section, be
barred from establishing, by regulations in force at the date of such
issuance or disbursement, whichever is the earlier, partial defenses
to the amount payable on the guaranty or insurance.

[§ 1822. Recovery of damages

[(a) Whoever knowingly makes, effects, or participates in a sgle
of any property to a veteran for a consideration in excess of the reason-
able value of such property as determined by the Administrator, shall,
if the veteran pays for such property in whole or in part with the
proceeds of a loan guaranteed by the Veterans’ Administration under
section 1812 or 1813 of this title, or insured under section 1815 of this
title, be liable for three times the amount of such excess consideration
irrespective of whether such person has received any part thereof.

[(b) Actions pursuant to the provisions of this section may be insti-
tuted by the veteran concerned, in any United States district court,
which court may, as a part of any judgment, award costs and reason-
able attorneys’ fees to the sucecessful party. If the veteran does not
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institute an action under this section within thirty days after discover-
ing he has overpaid, or having instituted an action shall fail diligently
to prosecute the same, or upon request by the veteran, the Attorney
General, in the name of the Government of the United States, may
proceed therewith, in which event one-third of any recovery in said ac-
tion shall be paid over to the veteran and two-thirds thereof shall
be paid into the Treasury of the United States.

L(c) The remedy provided in this section shall be in addition to any
and all other penalties imposed by law.]

§ 1823. Direct loan revolving fund

(a) For the purposes of section 1811 of this title the revolving
fund theretofore esfablished by section 513 of the Servicemen’s Read-
justment Act of 1944 is continued in effect. For the purposes of further
augmenting the revolving fund, the Secretary of the Treasury is
authorized and directed to advance to the Administrator from time to
time after December 31, 1958, and until June 30, 1961, such sums
(not in excess of $150,000,000 in any one fiscal year, including prior
advances in fiscal year 1959) as the Administrator may request
except that the aggregate so advanced in any one quarter annual
period shall not exceed the sum of $50,000,000, less that amount which
has been returned to the revolving fund during the preceding quarter
annual period from the sale of loans pursuant to section 1811(g) of
this title. In addition to the sums authorized in this subsection the
Secretary of the Treasury shall also advance to the Administrator
such additional sums, not in excess of $100,000,000, as the Admin-
istrator may request, and the sums so advanced shall be made avail-
able without regard to any limitation contained in this subsection
with respect to the amount which may be advanced in any one quar-
ter annual period. The Secretary of the Treasury shall also advance
to the Administrator from time to time such additional sums as the
Administrator may request, not in excess of $100,000,000 to be immedi-
ately available, plus an additional amount not in excess of $400,000,000
after June 30, 1961, plus $200,000,000 after June 30, 1962, plus $150,-
000,000 after June 30, 1963, plus $150,000,000 after June 30, 1964, plus
$100,000,000 after June 30, 1965, plus $100,000,000 after June 30, 1966.
Any such authorized advance which is not requested by the Admin-
istrator in the fiscal year in which the advance may be made shall be
made thereafter when requested by the Administrator, except that
no such request or advance may be made after June 30, 1967. Such
authorized advances are not subject to the quarter annual limitation in
the second sentence of this subsection, but the amount authorized to
be advanced in any fiscal year after June 30, 1962, shall be reduced
only by the amount which has been returned to the revolving fund
during the preceding fiscal year from the sale of loans pursuant to
section 1811(g) of this title. In addition the Secretary is authorized
and directed to make available to the Administrator for this purpose
from time to time as he may request the amount of any funds which
may have been deposited to the credit of miscellaneous receipts under
this subsection or subsection (c) of this section. After the last day
on which the Administrator may make loans under section 1811 of
this title, he shall cause to be deposited with the Treasurer of the
United States, to the credit of miscellaneous receipts, that part of all
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sums in such revolving fund, and all amounts thereafter received
representing unexpended advances or the repayment or recovery of
the principal of direct home loans, retaining, however, a reasonable
reserve for making loans with respect to which he has entered into
commitments with veterans before such last day, and a reasonable
reserve for meeting commitments pursuant to subsection 1820(e) of
this title.

(b) On advances to such revolving fund by the Secretary of the
Treasury, less those amounts deposited in miscellaneous receipts under
subsections (a) and (c) the Administrator shall pay semiannually to
the Treasurer of the United States interest at the rate or rates deter-
mined by the Secretary of the Treasury, taking into consideration the
current average rate on outstanding marketable obligations of the

United States as of the last day of the month preceding the advance. -

The Administrator shall not be required to pay interest on transfers
made pursnant to the Act of February 13, 1962 (76 Stat. 8), from the
capital of the “direct loans to veterans and reserves revolving fund”
to the “loan gnaranty revolving fund” and adjustments shall be made
for payments of interest on such transfers before the date of enact-
ment of this sentence. .

(¢) In order to make advances to such revolving fund, as authorized
by law to effectuate the purposes and functions authorized in section
1811 of this title, the Secretary of the Treasury may use, as a public
debt transaction, the proceeds of the sale of any securities issued under
the Second Liberty Bond Act, and the purposes for which securities
may be issued under the Second Liberty Bond Act include such pur-
poses. Such.sums, together with all receipts under this section and
gection 1811 of this title, shall be deposited with the Treasurer of the
United States, in a special deposit account, and shall be available, re-
spectively, for disbursement for the purposes of section 1817 of this
title. Except as otherwise provided in subsection (a) of this section,
the Administrator shall from time to time cause to be deposited into
the Treasury of the United States, to the credit of miscellaneous re-
ceipts, such of the funds in such account as in his judgment are not
needed for the purposes for which they were provided, including the
proceeds of the sale of any loans, and not later than June 30, 1976,
he shall cause to be so deposited all sums in such account and all
amounts received thereafter in repayment of outstanding obligations,
or otherwise, except so much thereof as he may determine to be neces-
sary for purposes of liquidation of Joans made from the revolving fund
and for the purposes of meeting commitments under subsection 1820
(e) of this title.

§ 1824, Loan guaranty revolving fund

(a) There is hereby established in the Treasury of the United
States a revolving fund known as the Veterans’ Administration Loan
Guaranty Revolving Fund (hereinafter called the Fund).

(b) The Fund shall be available to the Administrator when so
provided in ppropriation Acts and within such limitations as may
be included in such Acts, without fiscal year limitation, for all loan
guaranty and insurance operations under this chapter, except admin-
1strative expenses.
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(c) There shall be deposited in the Fund (1) by transfer from
current and future appropriations for readjustment benefits such
amounts as may be necessary to supplement the Fund in order to meet
the requirements of the Fund, and (2) all amounts now held or here-
after received by the Administrator incident to loan guaranty and in-
surance operations under this chapter, including but not limited at all
collections of principal and interest and the proceeds from the use of
property held or the sale of property disposed of.

(d) The Administrator shall determine annually whether there has
developed in such Fund a sarplus which, in his judgment, is more
than Dhecessary to meet the needs of the Fund, and such surplus, if any,
shall immediately be transferred into the general fund receipts of the
Treasury.

§1825. Waiver of discharge requirements for hospitalized persons

The benefits of this chapter may be afforded to any person who is
hospitalized pending final discharge from active duty, if he is quali-
fied therefor in every respect except for discharge. .

§ 1826. Withholding of payments, benefits, etc,

. (a) The Administrator shall not, unless he first obtains the consent
in writing of an individual, set off against, or otherwise withhold
from, such individual any benefits payable to such individual under
any law administered by the Veterans’ Administration because of
liability allegedly arising out of any loan made to, assumed by, or
%::Iaranteed or insured on account of, such individual under this
chapter.

(b) No officer, employee, department, or agency of the United States
shall set off against, or otherwise withhold from, any veteran or the
widow of any veteran any payments (other than benefit payments
under any law administered by the Veterans’ Administration) which
such veteran or widow would otherwise be entitled to receive because
of any liability to the Administrator allegedly arising out of any loan
made to, assumed by, or guaranteed or insured on account of, snch
veteran or widow under this chapter, unless (1) there is first received
the consent in writing of such veteran or widow, as the case may be, or
(2) such liability and the amount thereof was determined by a court of
competent jurisdiction in a preceding to which such veteran or widow
was a party.

§ 1827, Expenditqres to correct or compensate for structural
defects in mortgaged homes

. (a) The Administrator is authorized, with respect to any property
mmproved by a one- to four-family dwelling inspected during con-
struction by the Veterans’ Administration or the Federal Housing
Adml_mstratio_n which he finds to have structural defects seriously
affecting the livability of the property, to make expenditures for (1)
correcting such defects, (2) paying the claims of the owner of the
property arising from such defects, or (3) acquiring title to the prop-
erty; except that such authority of the Administrator shall exist
only (A) if the owner requests assistance under this section not later
than four years (or such shorter time as the Administrator may pre-
scribe) after the mortgage loan was made, guaranteed, or insured, and
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(B) if the property is encumbered by a mortgage which is made,
guaranteed, or insured under this chapter after the date of enactment
of this section. )

(b) The Administrator shall by regulation prescribe the terms and
conditions under which expenditures and payments may be made
under the provisions of this section, and his decisions regarding such
expenditures or payments, and the terms and conditions under which
the same are approved or disapproved, shall be final and conclusive,
and shall not be subject to judicial review. .

(c¢) The Administrator is authorized to make expenditures for the
purposes of this section from the funds established pursuant to sections
1823 and 1824 of this title, as applicable.

] % * * * * *
TITLE 12—BANKS AND BANKING
& % % % * £ *”
Chapter 14—Federal Credit Unions
* * %* * * % *

Subchapter 1. General Provisions

§ 1757. Powers

A Federal credit union shall have succession in its corporate name
during its existence and shall have power—

(1) to make contracts;

(2) to sue and be sued ;

(8} to adopt and use a common seal and alter the same at pleasure;

(4) to purchase, hold, and dispose of property necessary or inci-
dental to its operations; .

(5) to make unsecured loans with maturities not gxceedlng five
years, and secured loans with maturities not exceeding ten years,
except that loans made in accordance with section 2(&) of the National
Housing Act and section 1819 of title 38, United States Code, may be
for the maturities specified therein, to its members for provident or
productive purposes upon such terms and conditions as this chapter
and its bylaws provide and as the credit committee or a loan officer
may approve, at rates of interest not exceeding 1 per centum per month
on unpaid balances, inclusive of all charges incident to making the
loan ; except that no loans to a director or member of the supervisory
or credit committee may be made except as authorized under para-
graph (6) of this section. No director or member of the supervisory
or credit committee shall endorse for borrowers. A borrower may
repay his loan, prior to maturity, in whole or in part on any business
day. The taking. receiving, reserving, or charging of a rate of interest
greater than is allowed by this subsection, when knowingly done, shall
be deemed a forfeiture of the entire interest which the note, bill, or
other evidence of debt carriers with it, or which has been agreed to be
paid thereon. If such greater rate of interest has been paid, the per-
son by whom it has been paid, or his legal representatives, may recover
back from the credit union taking or receiving the same, in an action in
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the nature of an action of debt, the entire amount of interest paid;
but such action must be commenced within two years from the time
the usurious collection was made. Loans shall be paid or amortized in
accordance with rules and regulations prescribed by the Administrator
after taking into account the needs or conditions of the borrowers, the
amounts and duration of the loans, the interests of the members and
the credit unions, and such other factors as the Administrator deems
relevant, but such rules and regulations shall not require payments
more frequently than annually;

(6) to make loans to its own directors and to members of its own
supervisory or credit committee provided that any such loan or aggre-
gate of loans to one director or committee member which exceeds $2,500
plus pledged shares must be approved by the board of directors, and to
permit directors and members of its own supervisory or credit com-
mittee to act as guarantor or endorser of loans to other members, except
that when such a loan standing alone or when added to any outstand-
ing loan or loans of the guarantor exceeds $2,500, approval by the
board of directors is required ;

(7) to receive from its members or other federally insured credit
unions payments on shares, shares certificates, or share deposits, and,
in the case of credit unions serving predominantly low-income mem-
bers (as defined by the Administrator), to receive payments on shares,
share certificates, or share deposits from nonmembers and to receive
from an officer, employee, or agent of those nonmember units of Fed-
eral, State, or local governments and political subdivisions thereof
enumerated in section 207 of this Act (12 U.S.C. 1757) and in the man-
ner_zo prescribed payments on shares, share certificates, and share de-
posits; :

_ (8) to invest its funds (A) in loans exclusively to members; (B)
in obligations of the United States of America, or securities fully
guaranteed as to principal and interest thereby: (C) in accordance
with rules and regulations prescribed by the Administrator, in loans
to other credit unions in the total amount not exceeding 25 per centum
of its paid-in and unimpaired capital and surplus; (D) in shares or
accounts of savings and loan associations or mutual savings banks, the
accounts of which are insured by the Federal Savings and Loan Insur-
ance Corporation or the Federal Deposit Insurance Corporation; (E)
in obligations issued by banks for cooperatives, Federal land banks,
Federal intermediate credit banks, Federal home loan banks, the Fed-
eral Home Loan Bank Board, or any corporation designated in sec-
tion 846 of Title 31 as a wholly owned Government corporation ; or in
obligations, participations, or other instruments of or issued by, or
fully guaranteed as to principal and interest by, the Federal National
Mortgage Association or the Government National Mortgage Asso-
ciation or in mortgages, obligations, or other securities which are or
ever have been sold by the Federal Home Loan Mortgage Corporation
pursuant to section 305 or section 306 of the Federal Home Loan Mort-
gage Corporation Act; or in obligations or other instruments or secu-
rities of the Student Loan Marketing Association; (F) in participa-
tion certificates evidencing beneficial interests in obligations, or in the
right to receive interest and principal collections therefrom, which
obligations have been subjected by one or more Government agencies
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to a trust or trusts for which any executive department, agency, or
instrumentality of the United States (or the head thereof) has been
named to act as trustee; (G) in shares or deposits of any central credit
union in which such investments are specifically authorized by the
board of directors of the Federal credit union making the investment;
and (H) in shares, share certificates, or share deposits of federally
insured credit unions;

(9) to make deposits in national banks and in State banks, trust
companies, and mutual savings banks operating in accordance with the
laws of the State in which the Federal credit union does business, and
for Federal credit unions or credit unions authorized by the Depart-
ment of Defense operating suboffices on American military installa-
tions in foreign countries or trust territories of the United States to
maintain demand deposit accounts in banks located in those countries
or trust territories, subject to such regulations as may be issued by the
Administrator and provided such banks are correspondents of banks
described in this paragraph; :

(10) to borrow, in accordance with such rules and regulations as
may be prescribed by the Administrator, from any source, in an aggre-
gate amount not exceeding 50 per centum of its paid-in and unim-
paired capital and surplus: Provided, That any Federal credit union
may discount with or sell to any Federal intermediate credit bank
any eligible obligations up to the amount of its paid-in and unim-
paired capital ;

(11) to levy late charges, in accordance with the bylaws, for failure
of members to meet promptly their obligations to the Federal credit
union; .

(12) to impress and enforce a lien upon the shares and dividends
of any member, to the extent of any loan made to him and any dues
or charges payabls by him;;

(18) in accordance with rules and regulations prescribed by the
Administrator, to sell to members negotiable checks (including trav-
elers checks) and money ordeis, and to cash checks and money orders
for members, for a fee which does nct exceed the direct and indirect
vosts incident to providing such service

(14) in accordance with rules and regulations prescribed by the
Administrator, to purchase from any liquidating credit union notes
made by individual members of the liquidating credit union at such
prices as may be agreed upon by the board of directors of the liquidat-
ing credit union and the board of directors of the purchasing credit
union, but no purckase may he made under authority of this para-
graph if, upon the making of that purchsase, the aggregate of the un-
paid balances of notes purchased under authority of this paragraph
would exceed 5 per centum of the unimpaired capital and surplus of
the credit union ; and

(15) to exercice such incidental powers as shall be necessary or
requisite to enable it to carry on effectively the “usiness for which
it 1s Incorporated.

* * * * * * *
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