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THE WHITE HOUSE .
b“\' R qspl" : Last Day: July 12

WASHINGTON

WWM ,}-,,/ ‘July 2, 1975
W

MEMORANDUM FOR THE PRESIDENT
FROM: JIM CANNO “}I,
SUBJECT: Enrolled B H.R. 5398 - Emergency

Housing Act of 1975

Attached for your consideration is H.R. 5398, sponsored
by Representative Ashley and 15 others, which:

-- Provides standby authority for the Secretary of
HUD to assist homeowners faced with foreclosures;

-- Extends and revises HUD's authority to purchase
home mortgages and authorizes an additional $10
billion for such purchases;

-- Extends the Section 312 rehabilitation program
for one more year; and

-- Amends the laws governing certain other HUD programs.

A discussion of the features of the bill is provided in
OMB's enrolled bill report at Tab A.

Jim Lynn, Jack Marsh, Bob Hartmann, Alan Greenspan,
Max Friedersdorf, Phil Buchen (Lazarus), Bill Seidman
and I recommend approval of the enrolled bill and the
proposed signing statement which has been cleared by
Paul Theis.

RECOMMENDATION

That you sign H.R. 5398 at Tab C.

That you approve the signing statement at Tab B.

Approve E ? Disapprove

Digitized from Box 27 of the White House Records Office Legislation Case Files at the Gerald R. Ford Presidential Library



STATEMENT BY THE PRESIDENT

I am pleased to sign into law H.R. 5398, the
Emergency Housing Act of 1975. This Act embodies
the alternative approach which I urged at the time

of my veto of H.R. 4485 last Tuesday.

I commend Members of Congress of both parties for
quickly enacting meaningful and effective housing
legislation. This is an excellent example of the
way in which the Congress and the Executive Branch
can--and should--work together in the best

interests of the American people.

This Administration is committed to a prompt
recovery of the housing industry and to getting
construction workers back on the job. Both of
these actions are crucial to our overall economic

recovery.

This legislation provides an additional $10 billion
of mortgage purchase authority to the Government
National Mortgage Association which will be

available if required to sustain the housing



recovery presently under way. It also expands
coverade to other types of housing construction,

including condominiums.

Last week I directed Secretary Hills to release

$2 billion in GNMA mortgage purchase funds. As a
result of the swift enactment of this new housing
bill by the Congress, those funds will be released
at an interest rate of 7-1/2 percent. Condominium
mortgages will also be eligible, thus assisting

a hard-pressed sector of the housing industry.
These funds will finance an estimated 65,000 units

of housing and provide jobs for the building trades.

The bill meets the problem of mortgage foreclosures
head on. It provides standby authority for the
Secretary of Housing and Urban Development to
co-insure loans made by lending institutions or to
make mortgage relief payments to other lenders to
preclude mortgage foreclosures. Presently, mortgage
foreclosures and defaults have remained level,

at rates less than those which prevailed during

the mid-1960s, indicating that private lenders are

cooperating with homeowners. However, if foreclosure



rates rise significantly, this legislation will
enable us to act quickly to keep owners from losing

their homes.

I hope the cooperation between the Congress and
the Executive Branch shown in this legislation will

continue in other badly-needed measures.



EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

JULl s

MEMORANDUM FOR THE PRESIDENT
Subject: Enrolled Bill H.,R. 5398 - Emergency Housing Act

of 1975
Sponsor - Rep. Ashley (D) Ohio and 15 others

Last Day for Action

/2 ///f

Purpose

Provides standby authority for the Secretary of HUD to
assist homeowners faced with foreclosure; extends and
revises HUD's authority to purchase home mortgages and
authorizes an additional $10 billion for such purchases;
extends the section 312 rehabilitation program for one
more year; and amends the laws governing certain other
HUD programs,

Agency Recommendations

Office of Management and Budget Approval
Department of Housing and Urban
Development Approval
Council on Wage and Price
Stability staff Approval
Department of Labor No objection (Inforzally)
Council of Economic Advisers No objection (Inror..i..
Federal Deposit Insurance S o
Corporation staff No objection (Infor:ally)
Federal Home Loan Bank Board Does not recommend
a veto
Department of the Treasury Would support a veto
recommendation




Discussion

On June 24, 1975, you vetoed H.R. 4485, the proposed
Emergency Housing Act of 1975. In your veto message you
proposed that Congress instead extend the mortgage
assistance program authorized by the Emergency Home Purchase
Assistance Act of 1974, expand its coverage to include
conventionally financed multi-family housing, including
condominiums, and authorize an additional $7.75 billion in
mortgage purchases., Furthermore, you endorsed standby
authority for the Secretary of HUD to make mortgage payment
relief loans or to co~insure lenders who refrain from
foreclosing on homeowners who are temporarily out of work.

The House of Representatives sustained your veto of

H.R. 4485, and both Houses have responded to your call for
new legislation with H,R. 5398, The bill meets the general
outlines which you proposed, with some variations. However,
it includes three objectionable provisions which extend the
section 312 rehabilitation loan program, defer flood
insurance sanctions, and extend the time for FHA-insured
homeowners to apply for defect compensation. HUD's views
letter indicates that although these amendments are
cbjectionable, they cause no unmanageable difficulties,

Major Provisions of H.R. 5398

Title I - Emergency Mortgage Relief

This Title would provide temporary standby authority for the
Secretary of HUD to insure or make loans on behalf of home-
owners who have incurred a substantial reduction in income
because of involuntary unemployment or underemployment, due
to adverse economic conditions, and who have been delinquent
in their mortgage payments for at least 3 months, The loans
could be up to $250 per month for 24 months, and an annual
premium of one-half of 1% could be charged on the outstanding
balance of the loan. Prior to any loan, the lender would be
required to notify the homeowner of his intention to
foreclose.

The Secretary could insure a financial institution against
up to 90% of the loss on an individual loan, with coverage
limited to 40% of a lender's portfolio. The aggregate
amount of loans and advances insured could not exceed

$1.5 billion at any time.



Non=-depository institutions or any other mortgagee who
elects not to participate in the insurance program would
be eligible to receive direct loans on behalf of eligible
mortgagors. The bill would authorize $500 million for
direct Federal loans, subject to appropriation action. No
new commitments for assistance could be provided after
June 30, 1976,

The emergency mortgage relief loans could only be made on
the homeowner's principal residence, and would be repayable
at an annual interest rate not to exceed the ceiling on
FHA insured home loans. Repayments could be deferred for
as long as the Secretary determines it would further the
purposes of the program,

For one year after enactment, HUD and each Federal agency
supervising financial institutions would have to encourage
forbearance and request notification by lenders 30 days
before instituting foreclosure proceedings. Every

60 days, HUD would have to report to Congress on the
delingquency/foreclosure situation and related issues,

The Administration participated in the development of these
provisions and agreed to support them. The original version
of H.R., 5398 limited direct loans to nondepository
institutions which do not regularly make loans and would
have difficulty implementing the coinsurance loan alternative.
The Senate amendment, adopted in the enrolled bill, would
authorize direct loans for depository institutions, which
could greatly expand the direct loan approach. In HUD's
judgment, the congressional intent to limit depository
institutions to the coinsurance approach (except in highly
unusual cases) is clearly spelled out in floor colloquies
and is therefore entirely at the Secretary's discretion.

~Title II -~ Amendments to The Emergency Home Purchase
“Assistance Act of 1974

Title II of H.R. 5398 would amend the Emergency Home
Purchase Assistance Act of 1974, Public Law 93-449, which
you signed on October 18, 1974, The mortgage assistance
program which the Act authorizes would be revised as follows:

== an additional $10 billion in mortgage purchase
assistance would be authorized;



-- the maximum interest rate on mortgages assisted
would be the lesser of 7-1/2% or the FHA home mortgage rate;

-- mortgages on multi-family projects including
cooperatives and condominiums would be eligible for purchase;

-- the October 18, 1975 ekpiration date for new
commitments would be extended to July 1, 1976.

The Administration also participated in the development of
these provisions and agreed to support them.

Title III - Emergency Repair and Rehabilitation Authority

Title IIX of the bill would:

-=- authorize extension of the section 312 Rehabilitation
Loan Program through June 30, 1976 at $100 million. Under
existing law, the program is scheduled to terminate on
August 22, 1975;

-=- provide a 7-month extension for FHA-insured owners
to apply for defect compensation; the deadline presently is
August 22, 1975;

-- delay certain sanctions for noncompliance under the
Federal flood insurance program, from July 1, 1975 to
January 1, 1976.

These provisions were opposed by the Administration--
particularly extension of the Rehabilitation Loan Program,
Initial experience indicates that local communities are
using their community development block grant funding for
rehabilitation loans at a rate never attained by that
categorical program, so additional rehabilitation loan
funding is unnecessary. More importantly, acceptance of
this provision could set a very undesirable precedent for
possible reauthorization of other categorical programs that
Congress agreed to phase out in favor of the more flexible
block grant approach.

The Administration has consistently opposed compensation
for defects in homes purchased with FHA mortgage insurance,
However, since HUD was slow in promulgating regulations for
compensating homeowners with defect claims, it would be
difficult to oppose the 7-month extension contained in the
bill.




The delay in flood insurance sanctions is limited to
existing residential property with conventionally financed
loans in special flood hazard areas, While any extension
of these deadlines is undesirable, this specific deferral
is narrowly and precisely circumscribed and thus will have
a relatively limited impact. A more important consider-
ation is that an extension of flood insurance sanctions
could lead to further extensions so that subsidized flood
insurance would never obtain the desired flood protection
sanctions.

Budget TImpact

Approval of H.R. 5398 would have little immediate budget
impact., The key provisions of the bill--mortgage fore-
closure relief and the expanded mortgage purchase program—-
represent standby authority which might never be used.
Similarly, the extension of the section 312 Rehabilitation
Loan Program requires appropriations by the Congress before
outlays can exceed $25 million annually.

OMB estimates the maximum budget impact of H.R. 5398 as
follows (assuming full use of all available authority):

(In $ Millions)

FY Transition FY
1976 = Quarter 1977  Total
1. Mortgage foreclosure
relief 275 150 225 650
2, Mortgage purchases 185 185 400 770
3. Rehabilitation loans 75 15 40 130

Total 535 350 665 1,550




Recommendations

HUD considers H,R, 5398 to be "distinctly positive legisla-
tion," and recommends that you give your early approval to
the measure,

FHLBB notes that some of the grounds for the Board's
objections to H.R. 4485 are still in the enrolled bill, but
does not recommend a veto.

Treasury would support a recommendation that the enrolled
enactment not be approved. The Department states, "The
fixed 7-1/2 percent interest rate ceiling proposed in
section 202 could result in unintended interest rate
subsidies to borrowers and costs to the government as
market borrowing costs vary. The Department is not aware
of the need for such subsidies....”

Other agencies whose views were requested either recommend
approval or have no objection to this enrolled bill,

OMB agrees with Treasury that the interest subsidies which
would be authorized in this bill are not warranted at this
time. However, the bill does not require the release of
these subsidies, and Administration approval would be
necessary before they could be made available., With HUD's
assurances that the Administration can limit the direct
loans for foreclosure relief to non-depository institutions,
OMB recommends approval of H.R. 5398, We are working with
your staff in the preparation of a signing statement.

Enclosures




U.S. DEPARTMENT OF LABOR
OFFICE OF THE SECRETARY
WASHINGTON

- v

o 2 195

Honorable James T. Lynn
Director

Office of Management and Budget
Washington, D.C. 20503

Dear Mr. Lynn:

This is in response to your request for our comments
on H.R. 5398, an enrolled enactment cited as "The
Emergency Housing Act of 1975." The enrolled enact-
ment provides for emergency mortgage relief designed
to help unemployed people in danger of losing their
homes through foreclosure and emergency home purchase
authority and sustains the emergency repair and
rehabilitation authority at an authorization of $100
million.

The Department of Labor has no objection to Presidential
approval of this legislation.

Sincerely,

}retary of Lalblor



FEDERAL DEPOSIT INSURANCE CORPORATION, Washington, D.C. 20429

OFFICE OF THE CHAIRMAN

July 3, 1975

Honorable James T. Lynn

Director

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

Dear Mr. Lynn:

Your Office has requested our views and recommendations with respect to
H. R. 5398, 9th Congress, an enrcolled bill cited as the "Emergency
Homeowners' Relief Act.” It is assumed that our comments on the enrolled
bill are requested primarily with respect to §§ 110 and 113 thereof.

Section 110 would require the Federal financial regulatory agencies
(including the FDIC), with respect to financial institutions subject to
their jurisdiction, to ==

"(1) take appropriate action, not inconsistent with laws
relating to the safety or soundness of such institutions . . .
to waive or relax limitations pertaining to the operations of
gsuch institutions . . . with respect to mortgage delinquencies
in order to cause or encourage forbearance in residential
mortgage loan foreclosures, and (2) request each such institution
. . to notify that Federal supervisory agency, the [HUD] Secretary,
and the mortgagor, at least thirty days prior to instituting fore-
closure proceedings in connection with any mortgage loan."

The only "limitations'" of the type referred to in § 110 insofar as the
FDIC is concerned would be criticism by examiners of defaulted residential
mortgage leoans of unemployed mortgagors who would qualify for emergency
mortgage relief assistance under the enrolled bill. The Corporation has
no objection either (1) to refraining from supervisory action based on the
classification of such loans so long as the safety and soundness of the
institution is not thereby jeopardized according to our standards (an
interpretation of the word '"laws" in clause (1) above which we would
consider justified), or (2) to requesting banks it examines to give

30 days notice of intent to foreclose, as required by § 110.

Section 105 of the bill would establish a program under which the
Secretary of Housing and Urban Development could insure up to 90 percent
of loans made by private financial institutions to unemployed persons to
meet defaulted mortgage payments (provided that insurance payments



Honorable James T. Lynn -2- July 3, 1975

pursuant to such program do not exeed 40 percent of the aggregate

insured loans in any one lender's portfolio). Section 113 would
authorize the FDIC "to make such advances to any insured bank as

the Corporation determines may be necessary or appropriate to facilitate
participation by such bank in [such] program . . . ." 1In order to obtain
funds for such purpose, the Corporation would be authorized by § 113

to borrow from the Treasury pursuant to its borrowing authority in
Section 14 of the Federal Deposit Insurance Act (12 U.S8.C. 1824).

It is our understanding that this amendment to Section 14 of our Act

is intended to be a stand-by source of liquidity for insured banks

which are not members of the Federal Reserve System, in the unlikely

event that participation in the insurance program contemplated by § 105

of the bill should give rise to liquidity problems for such nonmember
insured banks. While we believe that the limited volume of § 105

insured loans likely to be generated under foreseeable economic conditions
should cause no significant liquidity problems for participating financial
institutions and that, in any event, normal liquidity sources (such as
portfolio readjustment, correspondent borrowing, purchase of Federal
funds, etc.) should enable nonmember insured banks to meet any liquidity
needs which might conceivably be engendered by participation in the
program, we nevertheless have no objection to providing a back-up
liquidity source as envisaged by § 113 of the bill insofar as nonmember
insured banks are concerned. As to member banks of the Federal Reserve
System, of course, any liquidity problems that might be caused by
participation in the § 105 insurance program would presumably be handled
through such member banks' access to the Federal Reserve discount

window.

From the Corporation's standpoint, therefore, there would be no objection
to Presidential approval of H. R. 5398.

Sincerely,

Frwuse W lla_

Frank Wille
Chairman



EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

JiLl s

MEMORANDUM FOR THE PRESIDENT
Subject: Enrolled Bill -HsR, 5398 - Emergency Housing Act

o0f,1975
Sponsor - Rep. Ashley (D) Ohlp and 15 others

Last Day for Action

ity 12, 1F75

Purgpose

Provides standby authority for the Secretary of HUD to
assist homeowners faced with foreclosure; extends and
revises HUD's authority to purchase home mortgages and
authorizes an additional $10 billion for such purchases;
extends the section 312 rehabilitation program for one
more year; and amends the laws governing certain other
HUD programs.

Agency Recommendations

Office of Management and Budget Approval
Department of Housing and Urban°

Development Approval
Council on Wage and Price

Stability staff Approval
Department of Labor No objection {Inforzally)
Council of Economic Advisers No objection (Infor. .-
Federal Deposit Insurance » e

Corporation staff No objection (Infori..l'r}
Federal Home Loan Bank Board Does not recommend

: a veto

Department of the Treasury Would support a veto

recommendation



Discussion

On June 24, 1975, you vetoed H.R. 4485, the proposed
Emergency Housing Act of 1975, In your veto message you
proposed that Congress instead extend the mortgage
assistance program authorized by the Emergency Home Purchase
Assistance Act of 1974, expand its coverage to include
conventionally financed multi-family housing, including
condoniniums, and authorize an additional $7.75 billion in
mortgage purchases. Furthermore, you endorsed standby
authority for the Secretary of HUD to make mortgage payment
relief loans or to co-insure lenders who refrain from
foreclosing on homeowners who are temporarily out of work.

The House of Representatives sustained your veto of

H.R. 4485, and both Houses have responded to your call for
new legislation with H.R. 5398, The bill meets the general
outlines which you proposed, with some variations. However,
it includes three objectionable provisions which extend the
section 312 rehabilitation loan program, defer flood
insurance sanctions, and extend the time for FHA-insured
homeowners to apply for defect compensation., HUD's views
letter indicates that although these amendments are
objectionable, they cause no unmanageable difficulties.

Major Provisions of H.R. 5398

Title I -~ Emergency Mortgage Relief

This Title would provide temporary standby authority for the
Secretary of HUD to insure or make loans on behalf of home-
owners who have incurred a substantial reduction in income
because of involuntary unemployment or underemployment, due
to adverse economic conditions, and who have been delinquent
in their mortgage payments for at least 3 months, The loans
could be up to $250 per month for 24 months, and an annual
premium of one-half of 1% could be charged on the outstanding
balance of the loan. Prior to any loan, the lender would be
required to notify the homeowner of his intention to
foreclose,

The Secretary could insure a financial institution against
up to 90% of the loss on an individual loan, with coverage
limited to 40% of a lender's portfolio. The aggregate
amount of loans and advances insured could not exceed

$1.5 billion at any time,



Non-depository institutions or any other mortgagee who
elects not to participate in the insurance program would
be eligible to receive direct loans on behalf of eligible
mortgagors. The bill would authorize $500 million for
direct Federal loans, subject to appropriation action. No
new commitments for assistance could be provided after
June 30, 1976.

The emergency mortgage relief loans could only be made on
the homeowner's principal residence, and would be repayable
at an annual interest rate not to exceed the ceiling on
FHA insured home loans. Repayments could be deferred for
as long as the Secretary determines it would further the
purposes of the program.

For one year after enactment, HUD and each Federal agency
supervising financial institutions would have to encourage
forbearance and request notification by lenders 30 days
before instituting foreclosure proceedings, Every

60 days, HUD would have to report to Congress on the
delingquency/foreclosure situation and related issues.

The Administration participated in the development of these
provisions and agreed to support them., The original version
of H.R., 5398 limited direct loans to nondepository
institutions which do not regularly make loans and would
have difficulty implementing the coinsurance loan alternative.
The Senate amendment, adopted in the enrolled bill, would
authorize direct loans for depository institutions, which
could greatly expand the direct loan approach., In HUD's
judgment, the congressional intent to limit depository
institutions to the coinsurance approach (except in highly
unusual cases) is clearly spelled out in floor colloguies
and is therefore entirely at the Secretary's discretion.

Title IXI - Amendments to The Emergency Home Purchase
“Assistance Act of 1974

Title II of H.R, 5398 would amend the Emergency Home
Purchase Assistance Act of 1974, Public Law 93~449, which
you signed on October 18, 1974, The mortgage assistance
program which the Act authorizes would be revised as follows:

-- an additional $10 billion in mortgage purchase
assistance would be authorized;



-~ the maximum interest rate on mortgages assisted
would be the lesser of 7-1/2% or the FHA home mortgage rate;

-- mortgages on multi-family projects including
cooperatives and condominiums would be eligible for purchase;

-~ the October 18, 1975 eipiration date for new
commitments would be extended to July 1, 1976,

The Administration also participated in the development of
these provisions and agreed to support them.

Title ITII ~ Emergency Repair and Rehabilitation Authority

Pitle IXI of the bill would:

-- authorize extension of the section 312 Rehabilitation
Loan Program through June 30, 1976 at $100 million, Under
existing law, the program is scheduled to terminate on
August 22, 1975;

-= provide a 7-month extension for FHA-~insured owners
to apply for defect compensation; the deadline presently is
August 22, 1975;

-=- delay certain sanctions for noncompliance under the
Federal flood insurance program, from July 1, 1975 to
January 1, 1976.

These provisions were opposed by the Administration--
particularly extension of the Rehabilitation Loan Program.,
Initial experience indicates that local communities are
using their community development block grant funding for
rehabilitation loans at a rate never attained by that
categorical program, so additional rehabilitation loan
funding is unnecessary. More importantly, acceptance of
this provision could set a very undesirable precedent for
possible reauthorization of other categorical programs that
Congress agreed to phase out in favor of the more flexible
block grant approach,

The Administration has consistently opposed compensation
for defects in homes purchased with FHA mortgage insurance.
However, since HUD was slow in promulgating regulations for
compensating homeowners with defect claims, it would be
difficult to oppose the 7-month extension contained in the
bill,



The delay in flood insurance sanctions is limited to
existing residential property with conventionally financed
loans in special flood hazard areas. While any extension
of these deadlines is undesirable, this specific deferral
is narrowly and precisely circumscribed and thus will have
a. relatively limited impact. A more important consider-
ation is that an extension of flood insurance sanctions
could lead to further extensions so that subsidized flood
insurance would never obtain the desired flood protection
sanctions. « '

Budget Impact

Approval of H.R. 5328 would have little immediate budget
impact. The key provisions of the bill-~mortgage fore-
closure relief and the expanded mortgage purchase program—-
represent standby authority which might never be used.
Similarly, the extension of the section 312 Rehabilitation
Loan Program requires appropriations by the Congress before
outlays can exceed $25 million annually,

OMB estimates the maximum budget impact of H.R. 5398 as
follows {assuming full use of all available authority):

(In $ Millions)

FY Transition FY
1976 = OQuarter 1977 ~ Total
1. Mortgage foreclosure A -
relief - 275 150 225 650
2. lortgage purchases 185 185 400 770
3. Rehabilitation loans 75 15 40 130

Total 535 350 665 1,550



Recommendations

HUD considers H.,R, 5398 to be “dlstlnctly positive legisla-
tion," and recommends that you give your early approval to
the measure,

FHLBB notes that some of the grounds for the Board's
objections to H.R., 4485 are still in the enrolled blll but
does not recommen& a veto.

Treasury would support a recommendation that the enrolled
enactment not be approved. The Department states, "The
fixed 7-1/2 percent interest rate ceiling proposed in
section 202 could result in unintended interest rate
subsidies to borrowers and costs to the government as
market borrowing costs vary. The Department is not aware
of the need for such subsidies...."

Other agencies whose views were requested either recommend
approval or have no objection to this enrolled bill.

OMB agrees with Treasury that the interest subsidies which
would be authorized in this bill are not warranted at this
time, However, the bill dcoes not require the release of
these subsidies, and Administration approval would be
necessary before they could be made available, With HUD's
assurances that the Administration can limit the direct
loans for foreclosure relief to non~depository institutions,
OMB recommends approval of H.R., 5398, We are working with
your staff in the preparation of a signing statement.

e
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{EXECUTIVE OFFICE OF THE PRESIDENT
' OFFICE OF MANAGEMENT AND BUDGET

DATE: 7-11-75
TO: Bob Linder

FROM: Frey

Attached are views letters:

CEA - H.R. 5398
Commerce - H.R. 6900

Please have included in the
appropriate enrolled bill files.

OMB FORM 38
REV AuG 73
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WERICAN

THE CHAIRMAN OF THE
COUNCIL OF ECONOMIC ADVISERS

WASHINGTON

July 1, 1975

Dear Mr. Frey:

In response to your request for our views on H.R. 5398
the Council of Economic Advisers has reservations regarding the
desirability of the emergency mortgage payments provisions of
title I. Recession conditions and the worsening in employment
opportunities are obviously imposing hardships and financial
difficulties upon portions of the population. The Council of
Economic Advisers questions the advisability of this approach
to the problems of the unemployed. Quite aside from the
operational problems and administrative problems the emergency
payments approach sets an undesirable precedent for the future
and may be difficult to allow the emergency payments to expire
as economic conditions improve.

The expansion and the extension of the GNMA authorizations
may provide some support for the housing markets but past
experience suggests that the net amount of additional financing
will be significantly less than the gross amount. In view of
the circumstances, however, the Council of Economic Advisers
does not object to the signatuge of the bill.

Alan Gree span

Mr. James Frey

Assistant Director for
Legislative Reference

Office of Management and Budget

Washington, D.C. 20503

o\,UTI O/v
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THE WHITE HOUSE

‘ACTION MEMORANDUM WASHINGTON LOG NO.:

Date: July 1, 1975 Time: 545pm

FOR ACTION: Jim Lynn /e 25 cc (for information): Jim Cavanaugh
HaxkFMapdbrs

Robert Hartmann &4
Paul Theis ~4- Max Friedersdorf #<
Ken Lazarus /{ Bill Seidman ~#A.-

FROM THE STAFF SECRETARY

DUE: Date: July 2 Time: 10:00am
SUBJECT:
Sigking Statement for HR 5398, - The Emergency Housing
Act of 1975

ACTION REQUESTED:

X
For Necessary Action For Your Recommendations
X__ Prepare Agenda and Brief Draft Reply
— For Your Comments —_ Draft Remarks

REMARKS:

FheaBarreturn to Judy Johmston, Ground Floor West Wing

A signing ceremony is scheduled for L;45 tomorrow.

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

If you have any questions or if you anticipate a
deiay in submitting the required material, please K. R. COLE, IR.
telephone the Staff Secretary immediately. For the President

c s (0 aldn ataliol o OB IRt 2 el



H ﬂ“ * 3 THE SECRETARY OF HOUSING AND URBAN DEVELOPMENT
Il WASHINGTON, D. C.. 20410

> &f:..ii(":“‘,
Ju b 33N

3 JFFICE OF
wme 30, 1975 ac ot T £ BUDGET

Honorable James T. Lynn
Director

Office of Management and Budget
Washington, D. C. 20503

Dear Mr. Lynn:
Subject: H. R. 5398, 94th Congress, Enrolled Enactment

This is in response to your request for the views
of this Department on the enrolled enactment of H. R.
5398, the proposed "Emergency Housing Act of 1975".

This enrolled enactment contains three titles. Title I,
which may be cited as the "Emergency Homeowners' Relief Act",
would confer standby authority on the Secretary of Housing
and Urban Development to co-insure financial institutions
against losses they may sustain as the result of loans or
advances of credit made by such institutions for the purpose
of avoiding mortgage foreclosure to homeowners who are at
least 3 months in default on their mortgage payments. The
co-insurance could not exceed 90 percent of the loss on
any such loan, and co-insurance coverage would be limited
to 40 percent of the portfolio of all such loans and
advances of credit made by a particular lender.

The Secretary also would have discretionary authority
to make emergency mortgage relief payments directly to
mortgagees on behalf of homeowners in default on their
mortgage loans. Direct payments could be made available
with respect to nondepository type institutions, such as
mortgage bankers and insurance companies, and to such
depository institutions as the Secretary approves for such
assistance,



2

Assistance under the title with respect to any
homeowner would be limited to '""the lesser of $250 per
month or the amount determined to be reasonably necessary
to supplement such amount as the homeowner is capable of
contributing toward such mortgage payment.' Assistance
could be provided monthly for up to 24 months and the
mortgagor would be required to repay the assistance, with
interest, at a rate which could not exceed the maximum
interest rate applicable to mortgages insured pursuant
to section 203(b) of the National Housing Act. Also, the
Secretary would have complete discretion in prescribing
the terms and conditions, including terms of repayment,
governing the assistance provided.

Title I also would limit the aggregate amount of
loans and advances insured at any one time to $1.5 billion;
would authorize appropriations of not to exceed $500
million for the making of direct Federal mortgage relief
payments; and would provide that no assistance could be
provided after June 30, 1976, except with respect to a
mortgagor receiving the benefit of assistance on such
date.

Title II of this enrolled bill would amend the
Emergency Home Purchase Assistance Act of 1974, Public
Law 93-449. It would substantially revise and expand,
as well as extend, the Government National Mortgage
Association mortgage assistance program authorized under
that Act. An additional $10 billion of mortgage purchase
assistance would be authorized, subject to approval in an
appropriation Act and to release by the Secretary;
authority for the program would be extended from October 18,
1975, to July 1, 1976; the maximum interest rate on mortgage
loans assisted under the program would be revised to the
lesser of 7 1/2 percent or the interest rate applicable
to mortgages insured under section 203(b) of the National
Housing Act (but there would be no statutory limit on fees
or points); and mortgages on more than four-family
residences (including residences in a cooperative or
condominium) which are not federally insured or guaranteed
would be made eligible for assistance.
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Title III of the enrolled bill would extend the
authority of the Secretary to make loans under the
section 312 rehabilitation loan program for one year,
until August 22, 1976, and would authorize appropriations
for the program for fiscal year 1976 in the amount of
$100 million.

The title also would amend the compensation for
defects provisions contained in section 518(b) of the
National Housing Act to cover three and four family dwellings,
and would extend for seven months the deadline for appli-
cations for assistance by owners of dwellings insured under
section 203 or 221 where the insurance commitment was
issued on or after August 1, 1968, but prior to January 1,
1973.

Additionally, title III would amend section 202(b) of
the Flood Disaster Protection Act of 1973, Public Law
93-234, to defer, until January 1, 1976, applicability in
certain cases of the prohibition contained in that
subsection against conventional mortgage lending with
respect to loans secured by improved real estate or mobile
homes located in identified special flood hazard areas of
communities which are not participating in the National
Flood Insurance Program by their statutory deadline date of
the later of July 1, 1975 or one year from date of the
community's formal identification as a community which
contains one or more special flood hazard areas. Application
of the prohibition would be deferred only in cases involving
conventional loans made prior to January 1, 1976 to finance
the acquisition of a previously occupied residential dwelling.

This enrolled enactment is, in my view, highly
significant and, with a few exceptions, distinctly positive
legislation. Moreover, it would appear noteworthy that
its passage without objection in both Houses of the Congress
occurred during the same week that the President returned
without his approval an extremely undesirable alternative
emergency housing proposal (H. R. 4485).
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The new measure contains the features outlined as
desirable by the President in his message on H. R. 4485.
It would expand and extend the tried and proven successful
GNMA mortgage assistance authorities under the Emergency
Home Purchase Assistance Act of 1974, and it contains
the Federal mortgage relief insurance standby authority
to which the President also referred in his message.

We heartily endorse these features of the legislation,
believing they will provide the types of flexible tools
which would be useful, if needed, both to aid in the
recovery of the housing sector which has already begun
and to avoid widespread foreclosures should the foreclosure
rate rise significantly.

With respect to the latter, while mortgage delinquencies
have risen, mortgage foreclosures have not increased,
reflecting cooperative forebearance practices of most
lenders. However, should the foreclosure rate rise sub-
stantially in the coming year, title I would provide a
readily available method for encouraging forebearance and
avoiding widespread foreclosures.

As to title III, while H. R. 5398 obviously would have
been a better bill if it did not include the section 312,
section 518(b), and flood insurance provisions alluded
to above, we do not believe any of those provisions is so
seriously objectionable as to warrant a recommendation
that the President withhold his approval from the measure,
The section 312 authorization is conditioned upon
appropriations action., Also, although undesirable, the
section 518(b) amendments should cause this Department no
unmanageable difficulties, As to the flood insurance
sanction deferral, it is my belief that, while any
extension of deadlines is undesirable from the standpoint
of achieving the important objectives of the National
Flood Insurance Program, the specific deferral included
in the measure is likely to have a relatively limited
impact on the program becuase it is so narrowly and precisely
circumscribed,
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In sum, I believe the enrolled enactment of H. R. 5398
is desirable legislation. Accordingly, I would respectfully
recommend that the President give his early approval to
the measure.

Sincerely,

(AcK

Carla A. Hills



EXECUTIVE OFF ICE OF THE PRESIDENT
COUNCIL ON WAGE AND PRICE STABILITY
WASHINGTON, D.C. 20506

June 30, 1975

James M. Frey
Assistant Director

for Legislative Reference
Office of Management and Budget
New Executive Office Building
Washington, D. C. 20506

Attention: Mrs. Martha Ramsey
Room 7201

Re: H.R. 5398
Dear Mr. Frey:

I am writing in response to your request
for comments about H.R. 5398, the Emergéncy Housing
Act of 1975. The staff of the Council on Wage and
Price Stability recommends that the President sign
that enrolled bill.

Sincerely,

it Witlin

Vaughr! C. Williams
General Counsel



FEDERAL HOME LOAN BANK BOARD

WASHINGTON, D.C. 205652

FEDERAL HOME LOAN BANK
SYSTEM

320 FIRST STREET N.W. FEDERAL HOME LOAN
MORTGAGE CORPORATION
FEDERAL SAVINGS & LOAN
INSURANCE CORPORATION

OFFICE OF June 30, 1975

GENERAL COUNSEL

The Honorable James T. Lynn

Director

Office of Management and
Budget

Washington, D.C. 20503

Attention: Ms. Martha Ramsey
Room 7201, NEOB

Dear Mr. Lynn:

This is in response to the request for our views on
the enrolled bill, H.R. 5398, the "Emergency Housing Act
of 1975".

The Board recommended disapproval of the predecessor
bill, H.R. 4485, setting forth its objections in the
Chairman's views letter of June 13, 1975. Title I of H.R.
5398 ("Emergency Mortgage Relief") incorporates several of
the provisions of Title II of H.R. 4485, and some of the
grounds for the Board's objections to the latter are still
present in the enrolled bill now under consideration.
Nevertheless, there have been significant changes in the
emergency mortgage relief program, and many provisions of
H.R. 4485, such as the interest reduction program, have
been dropped completely. H.R. 5398 is obviously a compromise
measure that attempts to reconcile the concern of Congress
for the protection of families against loss of their homes
with the national need for a sound and anti-inflationary
economic program. Accordingly, the Board does not recommend
a veto of the enrolled bill, H.R. 5398.

Sincerely,

7o W

arles/E. Allen
General Counsel



THE GENERAL COUNSEL OF THE TREASURY
WASHINGTON, D.C. 20220

JUuL 1 1975

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

Attention: Asgsistant Director for Legislative
Reference

Sir:

Reference 1s made to. your request for the views of this
Department on the enrolled enactment of H.R. 5398, the "Emergency
Housing Act of 1975.%

Title I of the enrolled enaciment would permit the Secretary
of HUD to provide emergency mortgage assistance of up to $250 per
month for certain mortgagors who have suffered a substantial
reduction of income due to adverse econcmic conditions.

Title II of the enrolled enactment would amend the Emergency
Home Purchase Assistance Act of 1974 to substitute a maximum interest
rate. of 7-1/2 per centum in place of the present flexible interest
rate for mortgages purchased thereunder, Section 204 of the
enrolled enactment would require the Federal Financing Bank to
provide financing for the program. It is the Department's inter-
pretation of section 204 that the interest rate on any FFB purchases
would be determined by the Secretary of the Treasury underthe
FFB Act.

The fixed 7-1/2 percent interest rate celling proposed in section
202 could result in unintended interest rate subsidies to borrowers,
and costs. to the Govermment as market borrowing costs vary. The
Department is not aware of the need for such subsidies, and thus
would support a recommendation that the enrolled enaciment not be
approved by. the President.

Sincerely yours,

General Counsel
Richard R, Albrecht



. : | THE WHITE HOUSE

ACTION MEMORANDUM WASHINGTON LOG NO.:

Date: July 1, 1975 , Time: 545pm

FOR ACTION: Jim Lynn cc (for information): Jim Cavanaugh
Jack Marsh
Robert Hartmann
Paul Theis Max Friedersdorf

Ken Lazarus Bill Seidman
FROM THE STAFI’" SECRETARY

DUE: Date: July 2 , Time: 10:00am
6 ow Fm = 7]/ 75"

SUBJECT: ~ A

Signing Statement for HR 5398. =~ The Emergency Housing
Act of 1975 :

ACTION REQUESTED:

X
For Necessary Action

For Your Recommendations

X __ Prepare Agenda and Brief Draft Reply

For Your Comments Draft Remarks

REMARKS:

Please return to Judy Johnston, Ground Floor West Wing

A signing ceremony is scheduled for 1:45 tomorrow.

PLEASE ATTACH THIS COPY TO MATERIAL SUEMITTED.

If you have any questions or if you anticipate a " Q,;sw;';;tza~>fi*"
M . vepe . . wrt, Lhe . 4.4%
delay in submitting the required material, please Jamis T midut

telephone the Staff Secrctary immediaiely. For -
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