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% Q\\,é\% ACTION
Q@% THE WHITE HOUSE Last Day: August 6

WASHINGTON

August 4, 1975

0 . g/(é 1
76!’ MEMORANDUM FOR THE PRESIDENT
FROM: stm cannoN X Ul
SUBJECT: S. 555 gency Loan Program

Attached for your consideration is S. 555, sponsored by
Senator Eastland and four others, which changes the
Department of Agriculture's emergency loan program to:

-- Simplify the procedures under which loans are made
to victims of natural disasters;

-- make additional credit assistance available;

-- increase the interest rate for certain Small Business
Administration disaster loans.

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

OMB, Max Friedersdorf, Counsel's Office (Lazarus) and
I recommend approval of the enrolled bill.

RECOMMENDATION

That you sign S. 555 at Tab B.






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

JUL 31 1975

MEMORANDUM FOR THE PRESIDENT
Subject: Enrolled Bill S. 555 - Emergency loan program

Sponsor - Sen. Eastland (D) Mississippi and
4 others

Last Day for Action

August 6, 1975 - Wednesday

Purgose

Changes the Department of Agriculture's emergency loan
program to (1) simplify the procedures under which loans
are made to victims of natural disasters and (2) make
additional credit assistance available to them; also
increases the interest rate for certain Small Business
Administration disaster loans.

Agency Recommendations

Office of Management and Budget . Approval

Department of Agriculture Approval

Small Business Administration Approval

Department of the Treasury : No objection (Informally)

Council of Economic Advisers No objection

Department of Housing and Urban

Development Does not recommend

disapproval

Discussion

Under provisions of the Consolidated Farm and Rural Develop-
ment Act, emergency loans are made by the Department of
Agriculture/Farmers Home Administration (FmHA) to farmers,



ranchers, and oyster planters in counties designated as
major or natural disaster emergency areas by the President
or Secretary of Agriculture, respectively. These emergency
loans (a) have a five percent interest rate ceiling;

(b) are limited to the amount of actual loss, but with

no other 1imit on the loan amount; (c) are made primarily
for annual operating expenses with repayment over periods
of up to twelve years; and, (d) cannot be refinanced.

S. 555 would amend the emergency loan provisions of the
Consolidated Farm and Rural Development Act to:

-- broaden program eligibility from traditional agri-
culture operations and "oyster planters" to include
persons engaged in aquaculture such as shrimp pro-
ducers and fish farmers;

-- require, after July 8, 1975, that applicants be
unable to get credit elsewhere before being con-~
sidered for an emergency loan (this "credit elsewhere
test" is not applicable under the disaster loan
programs administered by SBA);

-- extend emergency loan coverage for amounts in excess
of the actual loss caused by the disaster, but at
the prevailing market interest rate;

-- authorize less than 100 percent collateral support
for loans when the Secretary has confidence in the
applicant's repayment ability;

-- provide, with respect to disasters occurring after
January 1, 1975, for loan repayment periods of from
7 to 20 years based on the Secretary's determination
of the loan applicant's need for a longer repayment
period (the conference report makes it clear that
the loan maturity should be tied to the life of the
security associated with the loan);

-~ permit the Secretary to delegate to State FmHA
Directors the authority to make emergency loans
without a formal designation when twenty-five or
less operations in an area are affected by a natural
disaster (this simply formalizes existing practice);



-- tighten emergency loan eligibility criteria by
requiring that the applicant sustain at least a
20 percent loss of normal production in one or
more of the "basic single enterprises" which
comprise his farming, ranching, or aguaculture
operation (the conference report defines a "basic
single enterprise" as one which constitutes at
least 25 percent of the gross income from the
farming operation); and,

~-- authorize subsequent (refinancing) emergency loans
annually for up to 5 years at the prevailing private
market interest rate.

The enrolled bill also contains a provision which would
change the current 5 percent interest rate for the Small
Business Administration's physical disaster, product
disaster and economic injury disaster loan programs.

S. 555 would provide for an increase to cover the cost

of capital to the government. This interest rate formula

is currently applicable to some of SBA's nonphysical
disaster loan programs and is currently set at 6 5/8 percent.

The enrolled bill generally conforms to the approach that
was recommended by the Administration in its testimony
before the Congressional Agriculture Committees. However,
S. 555 does not place a limit of $100,000 on the 5 per-
cent loans for actual losses, as had been sought by the
Administration. The conferees eliminated this House
enacted limit on the grounds that there is no such limit
in the Small Business Act for SBA disaster loans.

In its letter on the enrolled bill, Agriculture recommends
approval and concludes that:

"The Act will make needed changes in the emer-
gency loan program and will help assure that
only those applicants who need the Government's
assistance to overcome a disaster will benefit
from it. We believe the changes will permit
better administration of the program.

et



"The actual cost of any disaster-related FmHA
program is unknown because the frequency and
severity of natural disasters are unpredictable.
However, based on experience with the emergency
loan program involving a "credit test" for
eligibility, we believe the average loan will
increase in amount but that the total number

of loans will decrease substantially. This
should result in a disaster loan program involv-
ing fewer loans, but more accurately directed
toward those disaster victims who must rely on
Government assistance to continue their farming,
ranching, or aquaculture operations."”

On the other hand, HUD in its views letter expresses con-
cerns that S. 555 would create further inconsistencies and
inequities among federally administered disaster loan pro-
grams through provisions which establish varying interest
rates and credit availability tests. HUD believes these
differences will complicate administration and could give
rise to demands for liberalizing amendments in new, more
costly legislation.

On balance, this Office concurs with Agriculture's assess-
ment that S. 555 provides the potential for significantly
improving FmHA's emergency loan program. On the negative
side, the new loan purposes {(market rate credit (1) for

loans in excess of actual loss and (2) for refinancing

loans) together with some lengthening of loan maturity

where warranted by the useful life of the collateral do
increase Federal exposure under the program. On the posi-
tive side, the "credit elsewhere test" which will appreciably
restrict loan eligibility and the establishment of the prin-
ciple of market rate financing (or Treasury rate in the case
of certain SBA loans) are both desirable provisions. We
believe the positive features more than offset those on the
negative side, and we anticipate that total program costs
will be less under S. 555 than would be the case under present
law. Finally, while we understand HUD's desire for consis-
tency under Federal emergency loan programs, we believe it is
more important to ensure that these programs are directed to
those in genuine need with the costs and benefits properly
balanced--this is the thrust of S. 555.

pces 1. <Tn

Assistant Directo
Legislative Reference

Enclosures
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Date: Jily 31 Tim630630pm

FOR ACTION: Pa#l Leach/"c cc (for information): Jim Cavanaugh
Max Friedersdorf#4— Jack Marsh
Dick Parsons 74—
Ken Lazarus «a4 -

FROM THE STAFF SECRETARY

DUE: Date: 8ugust 1 Time: 200pm
SUBJECT: :
S. 555 - Emergency Loan Program
ACTION REQUESTED: : 3
For Necessary Action For Your Recommendations
—— Prepare Agenda and Brief Draft Reply
X For Your Comments Draft Remarks 3

REMARKS:

Please return to Judy Johnston, Ground Floor West Wing

P :
A

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

If you have any questions or if you anticipate a
delay in submitting the required mcztgziai, g}euse K. R. COLE, JR.
telephone the Statf Cocretary immediafely. For the President




DEPARTMENT OF AGRICULTURE
OFFICE OF THE SECRETARY

WASHINGTON, D. C. 20250

Honorable James T, Lynn July 30, 1975
Director, Office of Management
and Budget

Washington, D. C. 20503
Dear Mr. Lyann:

In reply to the request of your office, the following report is
submitted on the enrolled enactment S. 555, ''To amend the Consoli-
dated Farm and Rural Development Act."”

This Department recommends that the President approve the bill,

As passed by the Congress, S. 555, among other things: (1) simplifies
the disaster area designation process, (2) authorizes emergency loans
for only those applicants who are unable to obtain the credit they need
from other sources, (3) authorizes the Secretary to make loans avail=-
able in Presidentially declared "Emergency" areas,(4) retains 5 percent
per annum as the maximum interest rate for loans made for actual losses
and provides that the prevailing private market interest rate for
similar loans as determined by the Secretary will apply to the amount
of a loan above the actual loss, (5) changes 'oyster planting" to
"aquaculture" operations, (6) provides that applications filed prior

to July 9, 1975, shall not be subject to the "credit elsewhere' pro-
vision of the new authority, (7) requires that the security for a loan
be adequate except when such security is not available due to the
disaster, (8) provides that the emergency loan repayment terms will be
no longer than those for loans for the same purposes authorized in
Subtitles A and B, except that for disasters occurring after January 1,
1975, loans for operating purposes may be made for a term of more thanm
seven years but not more than 20 when the Secretary determines that the
needs of the loan applicant justify the longer period, (9) permits sub-
sequent operating loans at the private market interest rate for farming,
ranching, or aquaculture operations on an annual basis but not to
exceed five years, and (10) provides that to be eligible for assistance
based on a production loss, an applicant must have suffered at least a
20 percent loss of normal per acre or per animal production in a basic
enterprise.

Authorizing loans only to applicants who are unable to obtain their
credit needs from conventional lending sources should reduce the amount
of funds required annually at a 5 percent interest rate in that fewer
applicants will be eligible.






Honorable James T. Lynn 2

On "actual loss" loans, the interest rate will continue to be 5 percent,
as at present, and, while the Secretary would be allowed to make actual
loss operating loans repayable in up to 20 years, our experience indi~-
cates that the needs to be met with a loan of this type are generally

» satisfied with the seven-year term and up to five-year remewal, The
longer-term loans would be considered on a case-by~case basis to determine
whether they are feasible,

Under the new language relating to the security for loans, the Secretary
shall consider the following, which are not present requirements:

(1) Adequate security property is not available because of the disaster.

(2) The applicant must have some security which has depreciated in
value due to the disaster.

(3) The applicant must offer all available security property, some or
all of which may have depreciated in value due to the disaster,

(4) The security property, together with the applicant's repayment
ability as assessed by the Secretary must be adequate security
for the loan.

An applicant would be required to meet all four of these conditions before
this provision would be used, These conditions are very restrictive and
provide the Secretary with adequate authority to fully assess the appli~
cant security position.
The requirement that an applicant for a loan based on production losses
must show that a single enterprise comstituting a basic part of his
farming, ranching, or aquaculture operation sustained a 20 percent loss
would cause FmHA to consider as ''single' enterprises, any one of the
following, or other comparable activity:

(1) All cash crops

(2) All feed crops

(3) Beef operations

(4) Dairy operations

(5) Poultry operations

(6) 'Hog operations

(7) Aquaculture operations



Honorable James T. Lynn 3

If any one of such '"single'" enterprises constituted the source of at
least 25 pexcent of the gross income from the farming operations, it
would be considered to be a basic part.

The Act will make needed changes in the emergency lean program and will
help assure that only those applicants who need the Government's assist-
ance to overcome a disaster will benefit from it, We believe the changes
will permit better administration of the program,

The actual cost of any disaster-related FmHA program is unknown because
the frequency and severity of natural disasters are unpredictable. How=-
ever, based on experience with the emergency loan program involving a
"credit test" for eligibility, we believe the average loan will increase
in amount but that the total number of loans will decrease substantially.
This should result in a disaster loan program involving fewer loams, but.
more accurately directed toward those disaster victims who must rely on
Government assistance to continue their farming, ranching, or aquaculture
operations.

Sipcerely,
L

Je Phil Campbell
\Inder Secretary



EXECUTIVE OFFICE OF THE PRESIDENT
OFHCECW'MANAGEMENTA&W)BUDGET
WASHINGTON, D.C. 20503

JUL 31 1975

MEMORANDUM FOR THE PRESIDENT
Subject: Enrolled Bill S. 555 - Emergency loan program

Sponsor - Sen. Eastland (D) Mississippi and
4 others

Last Day for Action

August 6, 1975 - Wednesday

Purpose

Changes the Department of Agriculture's emergency loan
program to (1) simplify the procedures under which loans
are made to victims of natural disasters and (2) make
additional credit assistance available to them; also
increases the interest rate for certain Small Business
Administration disaster loans.

- Agency Recommendations

Office of Management and Budget Approval
Department of Agriculture Approval
Small Business Administration Approval
Department of the Treasury No objection (Informally)
Council of Economic Advisers No objection
Department of Housing and Urban
Development Does not recommend

‘ K disapproval

Discussion

Under provisions of the Consolidated Farm and Rural Develop-
ment Act, emergency loans are made by the Department of
Agriculture/Farmers Home Administration (FmHA) to farmers,



ranchers, and oyster planters in counties designated as
major or natural disaster emergency areas by the President
or Secretary of Agriculture, respectively. These emergency
loans (a) have a five percent interest rate ceiling;

(b} are limited to the amount of actual loss, but with

no other limit on the loan amount; {(c) are made primarily
for annual operating expenses with repayment over periods
of up to twelve years; and, (d) cannot be refinanced.

S. 555 would amend the emérgency loan provisions of the
Consolidated Farm and Rural Development Act to:

-—- broaden program eligibility from traditional agri-
culture operations and "oyster planters” to include
persons engaged in aquaculture such as shrimp pro-
ducers and fish farmers;

-—- require, after July 8, 1975, that applicants be
unable to get credit elsewhere before being con~
sidered for an emergency loan (this "credit elsewhere
_test" is not applicable under the disaster loan
‘programs administered by SBA);

-~ extend emergency loan coverage for amounts in excess
of the actual loss caused by the disaster, but at
the prevailing market interest rate;

-- authorize less than 100 percent collateral support
for loans when the Secretary has confidence in the
applicant's repayment ability;

-- provide, with respect to disasters occurring after
January 1, 1975, for loan repayment periods of from
7 to 20 years based on the Secretary's determination
~of the loan applicant's need for a longer repayment
.period (the conference report makes it clear that
the loan maturity should be tied to the life of the
security associated with the loan);

-—- permit the Secretary to delegate to State FmHA
Directors the authority to make emergency loans
without a formal designation when twenty-five or
less operations in an area are affected by a natural

- disaster (this simply formalizes existing practice);



—— tighten emergency loan eligibility criteria by
requiring that the applicant sustain at least a
20 percent loss of normal production in one or
‘more of the "basic single enterprises” which
‘comprise his farming, ranching, or aquaculture
operation (the conference report defines a "basic
single enterprise" as one which constitutes at
least 25 percent of the gross income from the
farming operation); and,

-- authorize subsequent (refinancing) emergency loans
" annually for up to 5 years at the prevailing private
market interest rate.

The enrolled bill also contains a provision which would
change the current 5 percent interest rate for the Small
Business Administration's physical disaster, product
disaster and economic injury disaster loan programs.

S. 555 would provide for an increase to cover the cost

of capital to the government. This interest rate formula

is currently applicable to some of SBA's nonphysical
disaster loan programs and is currently set at 6 5/8 percent.

The enrolled bill generally conforms to the approach that
was recommended by the Administration in its testimony
before the Congressional Agriculture Committees. However,
S. 555 does not place a limit of $100,000 on the 5 per-
cent loans for actual losses, as had been sought by the
Administration. The conferees eliminated this House
enacted limit on the grounds that there is no such limit
in the Small Business Act for SBA disaster loans.

In its letter on the enrolled bill, Agriculture recommends
approval and concludes that:

"The Act will make needed changes in the emer-
gency loan program and will help assure that
only those applicants who need the Government's
assistance to overcome a disaster will benefit
from it. We believe the changes will permit
better administration of the program.



"The actual cost of any disaster-related FmHA
program is unknown because the frequency and
severity of natural disasters are unpredictable.
However, based on experience with the emergency
loan program involving a "credit test" for
eligibility, we believe the average loan will’
increase in amount but that the total number
of loans will decrease substantially. This
should result in a disaster loan program involv-
© ing fewer loans, but more accurately directed
toward those disaster victims who must rely on
Government assistance to continue their farming,
ranching, or aguaculture operations."

On the other hand, HUD in its views letter expresses con-
cerns that S. 555 would create further inconsistencies and
inequities among federally administered disaster loan pro-
grams through provisions which establish varying interest
rates and credit availability tests. HUD believes these
differences will complicate administration and could give
rise to demands for liberalizing amendments in new, more
costly legislation.

On balance, this Office concurs with Agriculture's assess-
ment that S. 555 provides the potential for significantly
improving FmHA's emergency loan program. On the negative
side, the new loan purposes (market rate credit (1) for

loans in excess of actual loss and (2) for refinancing

loans) together with some lengthening of loan maturity

where warranted by the useful life of the collateral do
increase Federal exposure under the program. On the posi-
‘tive side, the "credit elsewhere test" which will appreciably
restrict loan eligibility and the establishment of the prin-
ciple of market rate financing (or Treasury rate in the case
of certain SBA loans) are both desirable provisions. We
believe the positive features more than offset those on the
negative side, and we anticipate that total program costs
will be less under S. 555 than would be the case under present
law. Finally, while we understand HUD's desire for consis-
tency under Federal emergency loan programs, we believe it is
more important to ensure that these programs are directed to
those in genuine need with the costs and benefits properly
balanced--this is the thrust of S. 555.

. <

Assistant Directo
Legislative Reference

Enclosures
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; 2 U.S. SMALL BUSINESS ADMINISTRATION
GINTTWo WASHINGTON, D.C. 20416

7 1953 ?:(
IST®
OFFICE OF THE ADMINISTRATOR
JUL 3 0 1975

Mr., James M, Frey

Assistant Director for
Legislative Reference

Office of Management and Budget

Washington, D. C. 20503

Dear Mr. Frey:
You have requested our comments on enrolled bill S.555.

The only portion of this bill which directly affects the
Small Business Administration is the proviso at the end
of Section 5 which increases the interest rate on SBA
disaster loans made under Section 7(b) (1), (2) and (4)
from the present 5 percent to that charged on other
disaster type loans.

As we interpret the bill, the formula to be used will be:

", . . the rate of interest on the Administration's
share of such loan shall not be more than the
higher of (A) 2 3/4 per centum per annum; or
(B) the average annual interest rate on all
interest bearing obligations of the United
States then forming a part of the public debt
as computed at the end of the fiscal year next
preceding the date of the loan and adjusted to
the nearest one-eighth of one per centum plus
one=quarter of one per centum per annum.”

It would produce a present rate of 6 5/8 percent.

Agriculture will continue to make physical loss loans
up to $100,000 at 5 percent but other types of emer-
gency loans will be at the private lending rate pre-
vailing in the disaster area. The disparity in rates



could cause interest shopping between the agencies.

To the extent that the proposed change in SBA's interest
rate is consistent with the Administration's efforts to

recover the cost of money to the government in loan pro-
~grams, it is supported by this Agency.

Sincerely,

s £ Wiy

Thomas S. Kleppe
Administrator
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THE CHAIRMAN OF THE
COUNCIL OF ECONOMIC ADVISERS

WASHINGTON

July 29, 1975

Dear Mr. Frey:

This is in response to your request for our views on
S. 555, a bill "To amend the Consolidated Farm and Rural
Development Act'" -- otherwise known as the "emergency loan
act.'" The Council of Economic Advisers has no objections to
this legislation.

Alan'Greenspan

Mr. James Frey

Assistant Director for Legislative Reference
Office of Management and Budget
Washington, D, C. 20503
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July 31, 1975

Mr. James M., Frey

Assistant Director for
Legislative Reference

Office of Management and Budget

Washington, D. C. 20503

Attention: Miss Martha Ramsey
Dear Mr. Frey:
Subject: S. 555, 94th Congress (Enrolled Enactment)

This is in response to your request for our views of the
enrolled enactment of S. 555, an Act '"To amend the
Consolidated Farm and Rural Development Act,"

Among other things, this enrolled bill would make Farmers
Home Administration disaster loans automatically available

in Presidentially declared emergencies. 1t would also
require, as a condition for such loans made in response to
applications filed after July 8, 1975, that borrowers be
unable to secure sufficient credit elsewhere to finance their
actual needs at reasonable rates and terms. Another provision
would increase the maximum allowable interest rate on Small
Business Administration disaster loans from the present five
percent to a rate that does not exceed the Treasury borrowing
rate,

We recognize that this bill was overwhelmingly passed in both
Houses, with little debate,and that it incorporates changes
recommended by the Administration. Accordingly, we would not
recommend that the President withhold his approval from the
bill.






At the same time, however, we would like to make clear that

we have serious concerns with this bill insofar as it relates

to the Federal Government's overall disaster program and
policy. One of the major objectives of this policy has been

to secure maximum consistency between different Federal disaster
relief programs and thus to minimize the possibilities of real
or perceived inequities in the way disaster victims are treated.
In our opinion, this bill, by establishing special credit
availability tests for Farmers Home Administration loans which
do not apply in the case of Small Business Administration loans,
while at the same time establishing a new interest rate ceiling
for SBA loans above the basic five percent rate on Farmers Home
Administration loans, will operate to undercut this policy and
complicate overall relief administration.

For example, in the same disaster area, some farmers under the
bill will be forced to seek commercial credit for their loans
at, say, 9 percent, while other farmers could obtain Farmers
Home Administration loans at 5 percent of their actual loss.

On the other hand, urban dwellers and businessmen, without
regard to the availability of private credit, may be obtaining
Federal loans at still a third interest rate, which is based on
the Treasury borrowing rate, and is likely to be well about 5
percent but below commercial lending rates, Such potential
discrepancies probably were given at best limited consideration
in enactment of S. 555, but, to the extent they are not or
cannot be minimized in administration, are likely to be perceived
as presenting serious inequities in the context of a major
disaster when different Federal programs are in operation. We
would be concerned in this respect that these differences may
operate at some future time to fuel demands for liberalizing
amendments in disaster laws at a time when such amendments are
most difficult to resist and defeat.

In addition, we would like to note our concern that, to the
extent the bill results in higher rates on disaster loans, it
may increase the demand for grants under section 408 of the
Disaster Relief Act of 1974, Also, we believe that the bill
will create inequities among those affected by the same
disaster by making the new availability of credit test for
Farmers Home Administration disaster loans depend upon the
essentially arbitrary date of filing of the loan application.



Finally, we would like to point out that the provision making
Farmers Home Administration loans automatically available in
Presidentially declared emergencies, whether or not needed,
is inconsistent with the basic concept of providing only such
assistance in emergencies as may be appropriate, as set forth
in section 305 of the Disaster Relief Act of 1974,

Sincerely,

FDMQ "PA

/;‘Robert R. Elliott



"
i SO G
SOTTON NENIOBRAND WA I G LOG MO

Dote: July 31 Tims: 630pm

ot
SR

COR ACTION: Paul Leach co {fur informaiion): Jim Cavanaugh
Max Friedersdorf Jack Marsh
Dick Parsons
Ken Lazarus

SO NT O PRET T FTU 2y vy A T Y 1 T RS
CIROW THE SVATT SRECIETARY

mal

i

DUE: Duale: August 1 Timme: 200pm

S. 555 - Emergency Loan Program

ACTICN REQUESTII
e For Meceszazy Hclion e For Tour Recommendations
e Prepare Agendo and Briaf e L2raft Rewly
X . Tor Your Comments e Dralt Romaorks

Please return to Judy Johnston, Ground Floor West Wing

ok—  GIO by b~ B1TTS
Wi

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

dF oyou anticipale a

P v e B F RGN -
oo anmiarial, plasae pliaias tan 0 .
fam Tery Ty B
o For i DEREHTTRL ’
Lo (;V‘ b -



THE WHITE HOUSE

WASHINGTON

 August 1, 1975

'MEMORANDUM FOR: JIM CAVANAUGH /NV '

FROM: ; MAX L. FRIEDERSDORF

SUBJECT: S.555 - Emergency Loan Program

The Office of Legislative Affairs concurs with the agencies

that the subject bill be signed.

Attachments



 ——— ——— et ——p S e e ) et ) e o i Mt et et M e S i e e s it bt ety et et o e St

THE WHITLE HOUSI

ACTION MEMORANIUM WASHINCTON LOG NO.:

Date: July 31 Tima: 630pm

FOR ACTION: Paul Leach cc (for 1nfonnation): Jim Cavanaugh
Max Friedersdorf Jack Marsh

Dick Parsons
Ken Lazarus

FROM THE STAYF SECRETARY

DUE: Dote: August 1 Time: 200pm
’_——-—-— ————

SUBJECT:

S. 555 - Emergency Loan Program

ACTION REQUESTED:

For Vour Recommendations

Fox Neceszazy Action

——  Prepare Agenda and Brief — Draft Reply
X_ For Your Comments — . _ Draft Remarks
REMARXKS:

Please return to Judy Johnston, Ground Floor West Wing

No 46/Q{~og

/m/

/)c vfcu,

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

Ii you hove any questions or if you anticipate a sush

1 v ' T . o iinina ¥ Croos ot o —
delay in aitting ihe roguiced malerinl, please  Joa€s ;L.“) \;;Aqu

* 2 ¢ o % oy [ RS A8BY
talephor Staff Snmpaior o For tioc 1 & “



e — i —— et et e e i bt Tt ettt et o Vet et e et bt et et St A et Bt bttt e e
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S. 555 - Emergency Loan Program

ACTION REQUESTZID:
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REMARKS:

Please return to Judy Johnston, Ground Floor West Wing

No objection. -- Ken Lazarus 8/1/75
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i EXECUTIVE OFFICE OF THE PRESIDENT
/,OF FICE OF MANAGEMENT AND BUDGET

DATE: 8-5-75
TO: Bob Linder
FROM: Jim Frey
Attached is the Treasury views

letter on S. 555 for inclusion in
the enrolled bill file. Thanks.

OMB FORM 38
REV AuG 73



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

AUG1 1975

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 S. 555, "To amend
the Consolidated Farm:.and Rural Development Act."

The enrolled enactment would amend the emergency loan
provisions of the Consolidated Farm and Rural Development
Act, among other things, to require that loan applicants
be "unable to obtain sufficient credit elsewhere to finance
their actual needs at reasonable rates and terms, taking
into consideration prevailing private and cooperative rates
and terms in the community in or near which the applicant
resides for loans for similar purposes and periods of time,"
and that the amount of a loan in excess of the actual loss
bear interest at the rate prevailing in the private market
for similar loans, as determined by the Secretary of Agriculture.

The Department believes that these amendments represent
an improvement over existing law. Nonetheless, they will
create an anomalous situation in which borrowers who are un-
able to obtain credit at prevailing rates, which presumably
would be in excess of the current 7-1/2 percent prime rate,’
will automatically be eligible for a heavily subsidized Govern-
ment loan at 5 percent. This provision confuses the need to
assure credit availability in emergency areas with the need
to provide subsidies to individual victims of disasters.
Consideration should be given to amendments which would provide
for emergency loans at prevailing private interest rates and
for subsidization only upon the demonstrated need of individual
disaster victims.
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Consequently, if the opportunity were now available to
accommodate the foregoing views, we would so recommend.
However, since this is an enrolled enactment, the Department
will not interpose objections to the President approving it.

Sincerely yours,

A )

General Counsel
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94tH CoNcrEss | HOUSE OF REPRESENTATIVES RerorT
18t Session No. 94-378

EMERGENCY LOAN PROGRAM

Jury 22, 1975.—Ordered to be printed

Mr. BErcLAND, from the committee of conference,
submitted the following

CONFERENCE REPORT

[To accompany S. 555] -

The committee of conference on the disagreeing votes of the two
Houses on the amendment of the House to the bill (S..555) to amend
the Consolidated Farm and Rural Development Act, having met, after
full and free conference, have agreed to recommend and do recom-
mend to their respective Houses as follows: . :

That the Senate recede from its disagreement to the amendment of
the House and agree to the same with an amendment as follows:

In lieu of the matter proposed to be inserted by the House amend-
ment insert the following : o

Szc. 2. Subsection (a) of section 321 of the Act is amended to read :
“The Secretary shall designate any area in the United States, Puerto
Rico, and the Virgin Islands as an emergency area if he finds that
natural disaster has occurred. in said area which substantially affected
farming, ranching, or aquaculture operations. or purposes of this
subtitle ‘aquaculture’ means husbandry of aquatic organisms under a
controlled or selected environment.”. B

Skec. 3. Subsection (b) of section 321 of the Act is amended as
follows : ' ‘ ‘ o
(@) in the first sentence after the words “major disaster” insert

“or emergency”, strike the words “oyster planters” and “oyster
planting” and insert in liew thereof the words “persons engaged
in aquaculture” and “aquaculture”, respectively ; and

(D) delete everything after the first sentence, strike the period,
and insert: “and are unable to obtain sufficient credit elsewhere
to finance their actual needs ot reasonable rates and. terms, taking
into consideration prevailing private and cooperative rates and
terms in the community in or near-which the applicant resides
for loans for similar purposes and periods of time. The pro-
visions of this subseotz'on.sza,ll not be applicable to loan applica-

* tions filed prior to July 9, 1975.7.. S
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Skc. }. Section 392 of the Act is amended to read: “Loans may be
made under this subtitle for any of the purposes authorized for loans
under subtitle A or B of this title, as well as for crop or livestock
changes deemed desirable by the applicant: Provided, That such loans
may melude, but are not limited to, the amount of the actual loss sus-
tained as @ result of the disaster.”, '

Srec. 5. Section 324 of the Act is amended to read : “Loans made or
insured under this Act shall be (1) at a rate of interest not in ewcess of
& per centum per annwm on loans up to the amount of the actual loss
caused by the disaster, and (%) for any Yoans wr portions of loans in
excess of that amount, the interest rate will be that prevailing in the
private market for stmilar loans, as determined by the Secretary. All
such loans shall be repayable at such times as the Secretary may deter-
mine, taking it account the purposes of the loan and the nature and
effect of the disaster, but not later than provided for loans for similar
purposes under subtitles A and B of this title, and wpon the full per-
sonal liability of the borrower and wpon the best sepurity available, as
the Secretary may prescribe! Provided, That the security is adequate
to assure repayment of the loans; epcept that if such security is not
available because of the disaster, the Secretary shall (3) accept as se-
curity such collateral as is available, a portion or all of which may

“hawe depreviated in value due to the disaster and whichin the opinion
-6f the Seoretary, together with his confidence im the vepayment ability
of the applécant,is adequate seourity for the loan, and (i2) make such
loan repayable at such timmes as he may determine, not later than that
provided under subtitles A and B of this title,-as justified by the needs
of the applicant: Provided further, That for any disaster occurring
after January 1, 1975, the Secretary, if the loan 18 for a purpose de-
‘acribed in subtitle B of this tithe, may make the loan repayable at the
end of a period of more than seven years, but not more than tweniy
years, if the Secretary determines that the need of the loan applicant
Justifies such-a longer repayment period : Provided further, T'hat not-
wwithstonding the provisions of any other law, eny loan made by the
Small Business Administration in conmection with o disaster ovcur-
ving onor after the date of enactment of this nmendment under seetion
7(b) (1), (8), or (}) of the Small Business Act shall bear interest at
the rate determined in the first paragraph following section7(b) (8) of
such Aot for loans under paragraphs (3), (5), (6), {7}, or .(8) of
section 7(b).”. : 2
Sec. 6. Bection 385 of the Act is emended to read as follows: “The
‘Secretary may delegate euthority to any State director af the Farmers
Hoame Administration to make emergency loans in any arew within
a State of the United States, Puerto Rieo, or the Virgin {slands on the
-same terms and conditions set ewt in section 321{w) without any for-
mal -area designation beinyg made: Provided, That the State divector
Prds that a natwral disaster has substantially affected twenty-fve or
Yess forming, ranching, or aquoculbure operotions in the ared.”.

Sec. 7. At the end of subtitle O of the Act, add a new section 329
stating ; “An applieant seeking finnncial assistance based on produc-
tion Tasses smust show that a single enterprise which constitutes o basic
part of his farming, ranching, or aquacwlture operation has sustained
at least a 20 per centum. loss of normal per acre or per animal produc-
tion as a ms}clt of the disaster.”.

ciently to permit the borrower to obtain such financing from.

3

SEc. 8. At the end of subtitle O of the Act, add a new section 330
stating.: “Subsequent loans, to continue the farming, ranching, or
agquaculture operation may be made under this subtitle on an annual
basis, for not to exceed five additional years, to eligible borrowers, at

the f?ﬂe@aieling rate of interest in the private market for similar loans
as de

termined by the Secretary, when the financial situation of the
farming, ranching, or aquaculture operation has not improved 3@%-
other

Sources,”.

Skc. 9. At the end of subtitle D of the Act, add a new section 345
Zo read as follows : . : .

“SEc. 345. On or before February 15 of each calendar year begin-
ning with calendar year 1976, or such other date as may be specified
by the appropriate Committee, the Secretary of Agriculture shall tes-
tify before the Senate Committee on Agriculture and Forestry and
the House Committee on Agriculture and provide justification in de-
tail of the amount requested in the budget to be appropriated for the
newxt fiscal year for the purposes authorized in the £molidate Farm
and Rural Development Act, as amended, and of the amounts esti-
mated to be utilized during such fiscal year from the Agricultural
Credit Insurance Fund and the Rural Development insurance Fund.”.
* And the House agree to the same. -

‘Bos BERGLAND,

! E. e LA Garza,
Aivin Barous,
GrenN ExNcLisH,
Jack HicHTOWER,
Brrerry BepeLn,
Ricaarp Novaw,
Wituiam C. WAMPLER,
Epwaro R. Maprcan,
Ricuarp Krrvy,

Managers on the Part of the House.
v Hermanx E. TaLmaper,
«  James O. Easrranp,

GeoreeE MoGovEerN,
James B. Arren,
Huserr H, HumpHREY,
Rorerr Dore,
Carr T. Currs,

' Hexry BerLmon, o

Managers on the Part of the Senate..
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JOINT EXPLANATORY STATEMENT OF THE COMMITTEE
OF CONFERENCE ’

The managers on the part of the House and the Senate at the con-
ference on the disagreeing votes of the two Houses on the amendment
of the House to the bill: (S. 555) te amend the Consolidated Farm and
Rural Development Act submit the following joint statement to the
House and the Senate in explanation of the effect of the action agreed
upon by the managers and recommended in the accompanying con-
ference report. The differences between the Senate bill and the House
amendment and the substitute agreed to in conference are noted in the
following outline, except for conforming, clarifying, and technical
changes:

(1) Designation of emergency areas.

The Senate bill “authorizes” the Secretary to designate any area as
an emergency area for purposes of the emergency loan program if he
finds that a natural disaster has occurred in the area which substantial-
ly affected farming, ranching, or “ovster-producing” operations.

- The House amendment “requires” the Secretary to make loans in

such situations; and strikes “oyster-producing” each place it appears
in the Senate bill and inserts in lieu thereof “aquaculture”. The House
amendment defines “aquaculture” as meaning “husbandry of aquatic
organisms under a controlled or selected environment”. The House
amendment also includes under the definition of “natural disaster”
the natural oecurrence of certain biological organisms, including or-
ganisms known as “the Red Tide”.

The Conference substitute adopts the House amendment with an
amendment deleting the sentence which provides that “natural dis-
aster” shall include the natural oecurrence of certain biological or-
ganisms, including the Red Tide.

The Conferees intend. however, that the Secretary of Agriculture
coordinate his activities with those of the Secretary of Commerce and
the Administrator, Small Business Administration, so as to insure
that all possible assistance will be made available to those engaged in
aquaculture who are victims of natural occurrences such as the Red
Tide. It is of particular concern to the Conferces that those engaged
in aquaculture, as defined in section 2 of this bill, not find themselves
in a “no man’s land” of disaster assistance where, through technical
interpretations of the law, they are unable to obtain disaster loan
assistance from either the Farmers Home Administration or the
Small Business Administration. A :

Therefore, the Secretary of Agriculture, working in conjunction
with the Secretary of Commerce, and the Administrator, Small Busi-
ness Administration, is directed to eonduct a study and make a report
to the Congress on or before January 1, 1976, concerning the extent
of economic injury incurred by those involved in aquaculture, as de-

(5)
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fined in this bill, who are unable to produce and market a product for
human consumption because of disease or toxicity 1n such product.
caused by the natural occurrence of certain biological organisms such
as, but not limited to, the Red Tide. The report shall include: (1)

descriptions of programs under which loan assistance is made available
to such disaster victims; (2) statistics setting forth the amount of
loan assistance provided; (3) geographical areas, or boundaries, with-
in which such assistance has been provided; and (4) types of natural

occurrences of certain biological organisms which have been covered.

by loan assistance. ) ) Lo )
The Secretary is further directed to include in his report action

which has been, or is being, undertaken by the Executive Branch to.

resolve any problems which may involve disaster victims engaged in
aquaculture who apply for disaster loan assistance and to submit leg-

islative recommendations where existing legal authority is unclear or

in need of amendment.

(2) “COredit elsewhere” requirement.

Both the Senate bill and the House amendment provide that loaus.
would be made only to victims of a disaster who are unable to obtain
sufficient credit elsewhere at reasonable rates and terms. .

"The House amendment provides that this “credit elsewhere” require-
ment shall not apply to loan applications filed prior to July 9, 1975.

The Conference substitute adopts the House amendment. It 1s, how-
ever, the intent of the Conferees that the “credit elsewhere” require-
ment be implemented by the Farmers Home Administration in such
a manner as not to delay affording needed assistance to victims of
disasteérs. '

(8) Emergency loans for crop or livestock changes. o

The Senate bill authorizes loans for crop or livestock changes deemed.
desirable “as a result of changes in market demand since the occur-.

rence of the disaster”. ~

The House amendment authorizes loans for crop or livestock changes
deemed desirable “by the applicant”.

The Conference substitute adopts the House amendment.

(4) Inserest rate on loans in excess of $100,000.

The Senate bill provides (as under existing law) that the maximum
rate of interest for emergency loans made for actual losses would be
5 percent per year. , v

The House amendment retains the Senafe provision but revises it
to provide that the amount eligible for the 5 percent rate of interest
could not. “exceed $100,000 per loan”. The balance would be at the
interest rate prevailing in the private market for similar loans.:

The Conference substitute deletes the limitation contained in the

House amendment. In taking this action, the Conferees note that there

is no such limitation in the Small Business Act under which the Small
Business Administration makes disaster loans. ‘ :

(6) Security and collateral for emergency loans. »
'The House amendment requires the Secretary to accept as security

for repayment of emergency loans collateral which has depreciated in

value because of the disaster if the collateral, together with the

-
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lender’s confidence in the repayment ability of the applicant, is ade-
quate security. The House amendment also requires the Secretary to
make emergency loans if no collateral is available because of the dis-
aster and the lender has sufficient confidence in the repayment ability
of the applicant to assure repayment of the loan. In both cases, the
Secretary is required to make the loans repayable at such times as he
may determine, as justified by the needs of the applicant (but not
later than the repayment periods for real estate loans and operating
loans under existing law).

The Senate bill contains no comparable provision.

The Conference substitute adopts the House amendment with two
modifications. The Conference substitute deletes the requirement that
loans be made in cases where no collateral is available. In cases where
the collateral has depreciated in value because of the disaster, the loan
is required to be made if the collateral, together with the Secretary’s
confidence in the applicant’s repayment ability, is adequate security.

(6) Special loams.

The Senate bill authorizes the Secretary—with respect to any disas-
ter occurring between January 1, 1975, and July 1, 1976—to make an
emergency loan for an operating-type purpose for not more than 20
years if it is determined that the applicant’s financial need as a result
of the disaster justifies a longer repayment term than that normally
extended for operating loans, and there is adequate security to assure
repayment over the longer period.. _ :

The House amendment retains the Senae provision but makes it ap-
plicable with respect to any disaster occurring after January 1, 1975.

The Conference substitute adopts the House amendment.

(7) Interest rate on disaster loans made by the Small Business
Administration. :

The House amendment provides that, notwithstanding the pro-
visions of any other law, any loan made by the Small Business Ad-
ministration 1 connpection with a disaster occurring on or after the
date of enactment of the bill shall bear interest a¢ the rate determined
under section 7(a) (4) (b) of the Small Business Act; namnely, at the
average annual intercst rate on all interest bearing obligations of the
United States, then forming a part of the public debt as computed at
the end of the fiscal year next preceding the date of the loan and ad-
justed to the nearest one-eighth of one per centum plus one-fourth
of one per centum per annum, : ’

The Senate bill contains no comparable provision. (Under existing
law, the maximum rate of interest for disaster loans made by the
Small Business Administration is 5 percent per year and is governed
by the interest rate for FHA emergency loans under section 324 of’
the Consolidated Farm and Rural Development Act. The Senate bill
and the House amendment amend section 324 of the Act to provide
that the prevailing private market rate of interest for similar loans,
as determined by the Secretary, shall apply to the amount of any loan
in excess of the actual loss caused by the disaster.)

The Conference substitute adopts the House amendment with an
amendment that provides that loans made by the Small Business Ad-
ministration in connection with a disaster occurring on or after the
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date of enactment of the bill shall bear interest at, a rate that shall be
ot mere thaw the rite specified it the Howse amendinent.
(8) Eligibility for assistance based on production loss.

The Senate bill provides. that, in order to be eligible for emergency
loan assistamce based on s production logs; an applicant must show
that he incurred at least a 20 percent loss of mormal per acre or per
animal production as a result of the disaster. | o

The g ouse amendment retains the Senate provision but modifies it
to provide that the applicant must show that “a single enterprise
which constitutes a basie part” of his operation sustained at. least a 20
percent loss, L : '

Fhe “Conference substitute adepts the House amendment. The
Conferees intend that the term “single enterprise” shall be construed
to mean enterprises which constitute parts of the applicant’s farm-
ing, ranching; or aguaculture operation. Fhe following are examples
onfg‘ﬁ‘single enterprises”: ' (a) all cash erops; (b): all feed crops; (c}
béet operations; (d) dairy operations; (e) poultry operations; (f)
ho Q‘Pemtions; and (g) aquaculture operations. =~ .

i sthgle énterprise” which constituted not less than 25 percent
of: thie gFoss income from the furming operation is to be considered'a
“bhsic™ enterprive. Therefore, in order to be eligible for a disaster
lodzy, an applicant muse have sustatned at least a 20 percent loss of
noHial per aeré or per animel productiont as a result of the disaster
in.ome or .iore biasie simgle-enterprises.

(9). Use of the ACIF to pay administrative expéenses.

"Fhe Renate bill provides that in the administration of the emer-
gency loan progiam, the Secretary may utilize funds from the Agri-
cultural Credit Insurance Fund to pay for administrative expenses
of the program, : : ; - :

The House amendment strikes the Senafe provision.

'The (onference substitute deletes thie Senate provision. The Con-
ferees note: that, under existing law, the Secretary may draw what-
ever amounts are mneeded . fromr the Agricultural Credit Insur-
arice Fund for administration of the emergency loan program.

(192 CGnQ:irigéséoﬂaldwhorZéaﬁon prior to any appropriations under
£

e Consalidated Farm and Rural Development Act; use of revolr-'

ing funds. . ‘
The House smendment provides that amounts authorized to be ap-
propriated for the purposes of the Consolidated Farm and Rural De-

velopment Act for esch fiscal year ending after September 30, 1976,

shall be the sums hereafter suthorized by law. The House amendment
also provides that the Secretary could utilize sums from the Agricul-
tural Credit Insurance Fund and the Rural Deml@pment Insgurzmce
Tund. during each fiscal year after September 30, 1976, only m sueh
aronnts as may be authotized annually by law.

9

The Senate bill contains no comparable provision. L

In lieu of the House amendment, the Conference substitute provides
that on or before February 15 of each calendar year beginning with
calendar year 1976, or such other date as may be specified by the ap-
propriate Committee, the Secretary of Agriculture shall testify before
the Senate Committee on Agriculture and Forestry and the House
Committee on Agriculture and provide justification in detail of the

“amount requested in the budget to be appropriated for the next fiscal

year for the purposes authorized in the Consolidated Farm and Rural
Development Act, and of the amounts estimated to be utilized during
such fiscal year from the Agricultural Credit Insurance Fund and the
Rural Development Insurance Fund. ,

Under the Conference substitute, the Seeretary would be required to
testify and provide a detailed justification (1) of appropriations re-
quested for such items as the restoration of losses previously inctrred
in the Agricultural Credit Insurance Fund and the Rural Development
Insurance Fund, direct loans and grants under the Consolidated Farm
and Rural Development Act, and salaries and expenses of the Farmers
Home Administration in administering programs authorizéd under the
Act, and (2) of amounts provided in the budget as estimated to be ex-
pended for the next fiscal year from the Agricultural Credit Insurance
Fund and the Rural Development Insurance Fund for such matters as
financing real estate loans, operating loans, emergency loans, water and
facility loans, industrial development loans, and community facility

0ans, , . ,

Bos Bererann,
E. be La Garza,
AvviN Bavous,
GrLENY Encuish,
Jack HrierTowER,
Berkiey Bepern, ©
Ricaaro Novax,
Wrriam C. WameLer,
Epwarp R. Mabicax,

f Ricmarn Krrvy,

Managers on the Part of the House.

Heaman E. Taumabce,
James Q. EASTLAND,
Georece McGovery,
Jamres B. Aucen,
Huserr H. HumMraREY
Ropsert Dove,
Carr T, Currs,
Henry Berimon, o
{ Managers on the Part of the Se:+*e.
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Calendar No.55

94t CoNrEss | SENATE { ~* " REPORT
13t Session ‘ N X No. 94-59

“EMERGENCY LOAN PROGRAM

MarcH 24 (legislative day MagrcH 12), 1975.—Ordered to be printed

Mr. Tarmaver (for Mr. McGovery), from the Committee on- -
Agriculture and Forestry, submitted the following

REPORT
[To accompany S. 5851

. The. Committee on Agriculture and Forestry to which was referred
the bill (S. 555) to amend the Consolidated Farm and Rural Develop-
ment Act, having considered the same, reports favorably thereon with
amendments and recommends that the bill as'amended do pass.

'StorT EXPLANATION

S. 555 makes changes in the emergency loan program administered
by the Farmers Home Administration. The changes would simplify
the procedures under which loans ‘are made to victims of natural
and major disasters and make additional credit assistance available
to them, ‘

COMMITTEE - AMENDMENTS

The Committee adopted seven amendments to the bill, five of which
were technical in nature. Three of the technical amendments were sug-
gested by the Department of Agriculture in its report on the bill.

The C};mmittee amended section 4 of the bill-to authorize loans for
livestock ‘(as well as crop) changes deemed désirable as a result of
shifts in market demand occurring after a disaster. o

" The Committee amended section 5 of the bill to authorize the

Secretary—for any disaster occurring between January 1, 1975, and
July 1, 1976—to make an emiérgency loan for an operating-type pur-
pose for twenty years if it is determined that the applicant’s financial
need justified a longer payment term than that normally extended for
operating loans. . N P ce

ioal
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The technical amendments were as follows:
1) ¥n sections 4 and 7, the word “natural” was deleted. B
22) Insection 6, the words “that a natural disaster” were substituted
for the words “an emergency”. S
(8) Insection 8,the words “the farmer, rancher, or oyster producer”

were substituted for the word “it”. . .

(4) In section 9, the phrase “notwithstanding any limitations im-
posed for budgetary reasons” was deleted in clarifying the authority of
the Department to draw from the Agricultural Credit Insurance Fund
in paying administrative expenses of the emergency loan program.

BACKGROUND AND PURPOSE
I

Under existing law, emergency loans are made by the Farmers Home
Administration to farmers, ranchers, and oyster planters in counties
where property damage or severe production losses have occurred as a
result of a disaster, and the area has been designated as an emergency
loan area. h -

The loans cover only the amount of actual losses resulting from the
disaster and are for the purppse of enabling producers to continue
their operations with credit from other sources, including the regular
farm operating and ownership loan programs administered by the
Farmers Home Administration.

Emergency loans are made primarily for financing farm operating
needs. For losses of a physical nature, emergency loans are based on the
cost of repairing, replacing, and restoring farm property and farm
homes, including essential furnishings and personal possessions. Appli-
cants may be reimbursed for expenses already incurred for such pur-
poses. Loans that are based on qualifying production losses may in-
clude funds to repay applicants for production expenses which went
into their damaged or destroyed crop and livestock enterprises.

Emergency loans bear interest at a rate not in excess of five percent
per year and are repayable over periods not longer than the regular
loans made by the Farmers Home Administration for similar purposes.

II

The shortage of credit at this time is having an adverse effect on
many producers. The situation is particularly acute. for producers who
have suffered losses as a result of natural disasters, such as the severe
blizzard in January 1975 which caused great damage in the Midwest.

The extra burden of debts incurred because of actual losses makes
credit from normal a%ricu}tura,l sources in many cases difficult to
obtain—if it is available at all. Private sources of credit usially re-

quire a large equity. Furthermore, most private credit sources will only
fingnce about sixty percent of the present market value of the security.

I1I

S. 555 would make needed changes in the emergency loan program
as follows:

S.B. 59
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(1) The requirement in existing law that there be a general need for

agricultural credit would be eliminated, Therefore, it would not be
necessary for the Secretary of Agriculture to poll private lenders in
an area to determine whether adequate credit is available before desig-
nating the area for emergency loans.
. (2) The bill makes it clear that the Secretary may delegate author-
ity to State directors of the Farmers Home Administration to make
emergency loans in an area (without it being formally designated by
the Secretary) if the State director finds that a natural disaster has
substantially affected twenty-five or less farming, ranching, or oyster
producing operations in the area.

(3) Loans would be made only to victims of a disaster who are un-
able to obtain credit from other sources, thereby directing emergency
assistance to those who most need it.

(4) In addition to loans for production losses and physical losses,
emergency loans could be made for crop or livestock changes deemed
sll_esw%;ale as a result of shifts in market demand occurring after the

1saster. '

Many producers need financing to enable them to change their
operations because of economic conditions and to overcome the finan-
cial difficulties caused by the disaster. :

(5) Loans could be made for an amount in excess of the actual loss
caused by the disaster. However, loans in excess of the actual loss
would be at the commercial rate of interest for similar loans. As under
existing law, the interest rate on loans up to the amount of the actual
loss could not exceed five percent per year. :

(6) An applicant seeking an emergency loan based on production
losses would have to show that his operation sustained at least a twenty
percent loss of production as a result of the disaster.

(7) Annual subsequent emergency loans for a period up to five years
could be made when the borrowers need the credit to continue their
operations and cannot obtain financing from other sources. However,
the interest rate on such subsequent loans would be at the commercial
rate for similar loans. ' g : ‘

This provision takes account of the need for emergency loans durin,
the recovery period following a disaster. Such annual financing shouig
enable producers to recover from the disaster and return to their nor-
mal sources of credit within a reasonable period of time. ‘

(8) With respect to any disaster occurring between January 1, 1975,
and July 1, 1976, the Secretary would be authorized to make an emer-
gency loan for an operating-type purpose for not more than twenty
years if 1t is determined that the applicant’s financial need as a result
of the disaster justifies a longer payment term than that normally ex-
tended for operating loans and there is adequate security to assure re-
payment over the longer period. :

- This provision should enable the Secretary to afford needed reliof
to victims of such severe disasters as the J. anuary 1975 blizzard in the
Midwest.. ‘

v

The Subcommittee on Agricultural Credit and Rural Electriﬁcation‘
held a hearing on February 17, 1975, in Sioux Falls, South Dakota, to
recelve testimony on the farm credit situation. Fourteen witnesses testi-

S.R, 59
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fied. Represented among the witnesses were livestock producers, farm
organizations, lenders, State and Federal agricultural officials, and
Members of Congress. The testimony received by the Subcommittee
dealt, in part with the need for changes in the emergency loan
program.

The Subcommittee met in Washington, D.C., in open business ses-
sion on March 6, 1975, to consider 8. 412 and 8. 555, and received com-
ments from representatives of the Farmers Home Administration.

Subject to the receipt of the report of the Department of Agricul-
ture on S. 555, the Subcommittee ordered the bill reported to the full
Committee.

A favorable report was received from the Department on March 20,
1975. On March 21, 1975, the full Committee amended 8. 555 and
agreed to report the bill to the Senate.

SectioN-BY-SECTION ANALYSIS

S. 555 contains a preamble and eight sections amending the Con-
solidated Farm and Rural Development Act.

Section 2. Designation of emergency areas

Section 2 of the bill amends section 321(a) of the Act to authorize
the Secretary of Agriculture to designate any area as an emergency
area for purposes of the emergency %gan program if he finds that a
natural disaster has occurred in the area which substantially affected
farming, ranching, or oyster producing operations. Under existin%
law, the Secretary must find there is general need for agricultura
credit which is the result of a natural disaster.

Section 3. Extension of loans in major disaster areas declared by the
President; “credit elsewhere” requirement

Section 3 of the bill amends section 321(b) of the Act to require the
Secretary to make loans available in emergency areas declared by the
President. Section 3 also amends section 321(b) of the Act to add a
requirement that the loan applicant be unable to obtain sufficient credit
elsewhere at reasonable rates and terms.
Section 4. Emergency loans for erop or livestock changes

Section 4 of the bill amends section 322 of the Act to provide author-
ity to finance crop or livestock changes deemed desirable as a result of
changes in market demand occurring after the disaster.

Section 4 also amends section 822 of the Act to authorize emergency
loans for amounts in excess of the actual loss sustained as a result of
the disaster.

Section 5. Interest rotes; seourity; special loans

Section 5 of the bill amends section 324 of the Act to provide that
the prevailing private market rate of interest for similar loans, as de-
termined by the Secretary, shall apply te the amount of any loan in
excess of the actual loss caused by the disaster. As under existing law,
the maximum rate of interest for emergency loans made for actual
loss would be five percent per year. Adequate security to assure repay-
ment of loans 1s required. .

S.R. 59
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Section 5 also amends section 324 of the Act to authorize tlie Secre-
tary—with respect to any disaster occurring between January 1, 1975,
and July 1, 1976—to make an emergency loan for an operating type
purpose for not more than 20 years if it is detex:nmged that the appli-
cant’s financial need as a resullg of the disaster justifies'a longer pay-
ment term than that normally extended for operating loans and there
is adequate security to assure repayment over the longer period.

Section 6. Delegation of authority to State FHA directors to maoke
- emergency loans )
Section 6 of the bill amends section 325 of the Act to state specifi
cally that the Secretary may delegate to State directors of the Farmers
Home Administration the authority to make emergency loans without
a formal designation when 25 or less farming, ranching, or oyster pro-
ducing operations in an area are affected by a natural disaster.

Section 7. Eligibility for assistance based on production los‘s '

Section 7 of the bill adds a new section 329 to the Act providing that,
in order to be eligible for emergency loan assistance based on a pro-
duction loss, an applicant must show that he incurred at least a 20
percent loss of normal per acre or per animal production as a result of
the disaster. '

Section 8. Additional emergency loans ~ .

Section 8 adds a new section 330A to the Act authorizing the Secre-
tary to make annual subsequent emergency loans to a borrower, for
up to five years, when he needs the credit to continue his operation and
cannot obtain financing from othet sources. Such subsequent loans are
to be made at the prevailing rate of interest in the private market for
similar loans, as determined by the Secretary.

Section 9. Use of the Agricultural Credit Insurance Fund to pay
administrative expenses : ‘ .
Section 9 of the bill adds a new section 330B to the Act clarifying
the authority of the Secretary to utilize funds from the Agricultura
Credit Insurance Fund to pay for administrative expenses of the
emergency loan program. :

DePARTMENTAL VIEWS

In a letter to the Committee dated March 19, 1975, the Department
of Agriculture recommends the enactment of S. 555 (as introduced)
with certain technical modifications. The letter from the Department
reads as follows:

DEPARTMENT OF AGRICULTURE,
OFFICE OF THE SECRETARY,
Washington, D.C. March 19 1975.
Hon. Herman E. TaLmance, '
Chairman, Committee on Agriculture and Forestry
U.8. Senate, Washington, Dq.é?. :

Dzar Mr. Coammax: This is in reYl:y to your request of Febru-
ary 13, 1975, for a report on S. 555, a bill “To amend the Consolidated
Farm and Rural Development Act.” '

S.R. 59
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This Department recommends enactment of S. 555 with the modifi-
cations suggested herein. 3

Section 2 of the bill eliminates the present requirement of a general
need for agricultural credit in designating an area eligible for credit
as the result of a natural disaster.

Section 3 requires the Secretary to make loans available in Presi-
dentially declared “emergency” areas, and restores a “test for credit”
as an eligibility requirement for borrowers. _

Section 4 provides authority to finance crop changes deemed
desirable as a result of changes in market demand, and authorizes
emergency loans for more than the actual loss sustained as a result of
the natural disaster.

Section 5 retains 5 percent per annum as the maximum interest rate
for emergency loans made for actual loss, and provides that the pre-
vailing private market rate for similar loans, as determined by the
Secretary, will aplply to the amount of the loan above actual loss. Ade-
quate security is also required. ,

Section 6 permits the Secretary to delegate to State Directors of
Farmers Home Administration the authority to make emergency loans
without a formal designation when 25 or less farming, ranching, or
oyster producing operations in an’ area are affected by a natural
disaster. IR

Section 7 provides that, to be eligible for assistance based on a pro-
duction loss, an applicant must have had at least a 20 percent loss of
normal per acre or per animal production as a result of the natural
disaster. o -

‘Section 8 allows the Secretary to make annual subsequent emergency
loans for up to 5 years when borrowers need the credit to continue
their operation and cannot obtain financing from other sources, and
requires such loans to be made at the prevailing rate of interest in the
private market as determined by the Secretary. :

Section 9 authorizes.the Secretary to utilize any funds available to
pay necessary administrative expenses for carrying out the emergency
loan program, notwithstanding any limitations imposed for budgetary
reasons. —

The authority provided by Section 9 is not needed since FmHA is
presently able to draw from the Agricultural Credit Insurance Fund
(ACIF) whatever amounts are needed for administration of the emer-
gency loan programs. Furthermore, the clause in Section 9 reading
“notwithstanding any limitations imposed for budgetary reasons” is
ambiguous and unclear. Howeyer, the Department would not oppose
a provision confirming the authority to use ACIF Funds for admin-
istrative expenses, which might be stated: “In the administration of
the emergency loan program pursuant to subtitle C of the Act, the
Secretary may utilitze funds from the Agricultural Credit Insurance
Fund to pay for administrative expenses of such program.” .

We believe the bill makes needed changes in the emergency loan
program of FmHA. By eliminating the requirement that there be a
general need for agricultural credit, the Secretary’s emergency loan
designation process is simplified. It would not be necessary to poll
private lenders in an area to determine whether adequate credit is
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available. Loans may be made only to disaster victims unable to obtain
credit from other sources, thus directing emergency aid to those who
most need it. '

Authorizing loans for forward agricultural production would pro-
vide additional assistance to disaster victims. The requirement for
adequate security continues the present Secretarial policy. With the
subsequent loan authority, additional loans can be made when necessary
to protect the government’s interest and to permit the borrower to
remain in business.

The requirement of a 20 percent production loss for eligibility of
applicants is practical because in most agricultural areas a yield
fluctuation of 20 percent or more is considered abnormal.

The dual interest rate continues the present federal interest subsidy
on loans for the amount of actual loss, but provides for no subsidy
for loans which exceed actual loss, or for subsequent loans. This new
guarantee authority would help assure the availability of credit for
these new emergency loan purposes.

Actual cost of these proposed legislative changes is unknown be-
cause the frequency and severity of natural disasters are unpredictable.
However, based on experience with an emergency loan program in-
volving a “credit test” for eligibility and loans to permit farmers to
continue in business, we believe the average loan will increase in
amount, but that the total nuimber of loans will' decrease substantially
because of the test for credit. This will result in'a lower volume loan
program serving only those disaster victims who are unable to obtain
private credit needed to continue their operations.

We suggest these technical amendments: 1. Replace the words “an
emergency” in line 15, page 3, with the words “a natural disaster”.
This will be consistent with the rest of the bill; 2. In section 8, line 7,
page 4, strike the word “it” and substitute “the farmer, rancher or
oyster producer”. o . ,

_ The Office of Management and Budget advises that there is no objec-
tion to the presentation of this report from the standpoint of the Ad-
ministration’s program. ) .

Sincerely,

J. Puir. CAMPBELL,
. Acting Secretary.
. Cost Esriaate .

In accordance with section 252 of the Legislative Reorganization
Act of 1970, the Committee estimates that the additional costs—if
any—under the emergency loan program which would be incurred by
the Federal Government in earrying out the bill would be minimal.
There could be a net savings to the Government. '

. The frequency and severity of natural disasters are, of course, un-
predicatable.

While the bill authorizes loans in excéss of the actual loss sustained
as the result of a disaster, the prevailing market rate of interest would
apply to the amount of any loan in excess of such actual loss. While the
average loan may increase in amount, the total number of loans should
decrease substantially because of the inclusion in the bill of a “credit
elsewhere” test. This should result in a lower-volume loan program
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serving only those disaster victims who are unable to obtain private
credit to continue their operations.

This estimate of costs is in accord with the cost estimate furnished
by the Department of Agriculture.

Cuaxges 1§ Existing Law

In compliance with subsection (4) of rule XXIX of the Standing
Rules of the Senate, changes in existing law made by the bill are
shown as follows (existingnlaw 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) :

Coxsovmaten Farm axp Ruran DeveroemenT Act

* * * % * * *
SUBTITLE C—EMERGENCY LOANS

Skc. 321. (a) [The Secretary shall designate any area in the United
States and in Puerto Rico and the Virgin Islands as an emergency area
if he finds (1) that there exists in such area a general need for agricul-
tural credit, and (2) that the need for such credit in such area is the
result of a natural disaster.] The Secretary may designate any area in
the United States, Puerto Rico, and the Virgin Islands as an emer-
gency area if he finds that a natural disaster has occurred in said area
which substantially affected farming, ranching, or oyster producing
operations. _ -

(b) The Secretary shall make loans in any such area designated by
the Secretary in accordance with subsection (a) of this section and in
any area designated as a major disaster or emergency by the President
pursuant to the provisions of the Disaster Relief Act of 1970, as
amended, (1) to established farmers, ranchers, or oyster planters who
are citizens of the United States and (2) to private domestic corpora-
tions or partnerships engaged primarily in farming, ranching, or
oyster planting: Provided, That they have experience and resources
necessary to assure a reasonable prospect for successful operation with
the assistance of such loan[[. Such loans shall be made without regard
to whether the required financial assistance is otherwise available from
private, cooperative, or other responsible sources.J and are unable to
obtain sufficient credit elsewhere to finance their actual needs at reason-
able rates and terms, taking into consideration prevailing private and
cooperative rates and terms in the community in or near which the
applicant resides for loans for similar purposes and periods of time.

Ec. 322. [Loans may be made under this subtitle for any of the
purposes authorized for loans under subtitle A or B of this title.]
Loans may be made under this subtitle for any of the purposes author-
ized for loans under subtitle A or B of this title, as well as for crop or
livestock changes deemed desirable as a result of changes in market
demand since the ocourrence of the disaster: Provided, That such loans
may include, but are not limited to, the amount of the actual loss
sustained as a result of said disaster.

-
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Sec. 323. The Secretary shall make no loan under this subtitle in
excess of an amount certified by the county cornmittee.

SEc. 824, [The Secretary shall make all loans under this subtitle at
a rate of interest not in excess of 5 per centum per annum repayable at
such times as the Secretary may determine, taking into account the
purpose of the loan and the nature and effect of the emergency, but
not later than provided for loans for similar purposes under subtitles
A and B of this title, and upon the full personal liability of the bor-
rower and upon such security as the Secretary may preseribe.J Loans
made or insured under this Act shall be (1) at a rate of interest not in
excess of 5 per centum per annum on loans up to the amount of the
actual loss caused by the disaster, and (2) for any loans or portions of
loans in excess of that amount, the interest rate will be that prevailing
in the private market for similor loans, as determined by the Secre-
tary. All such loans shall be repayable at such time as the Secretary
may determine, taking into account the purposes of the loan and the
nature and effect of the disaster, but not later than provided for loans
Jor similar purposes under subtitles A and B of this title, and upon
the full personal liability of the borrower and wpon the best security
available, as the Secretary may prescribe : Provided, That the security
is adequate to assure repayment of the loan: Provided further, That
Jor any disaster occurring between January 1, 1975, and July 1, 1976,
the Secretary, if the loan is for a purpose described in subtitle B of
this title, may make the loan repayable at the end of a period of more
than seven years but not more than twenty years if the Secretary de-
termines that the need of the loan applicant justifies such a longer re-
payment period. : :

Sec. 325. [The Secretary may make loans without regard to the
designation of emergency areas under section 321(a) of this title to
persons or corporations (1) who have suffered severe production losses
not general to the area or (2) who are indebted to the Secretary for
loans under the Act of April 6, 1949, as amended, or the Act of
August 31, 1954, as amended, to the extent necessary to permit the
orderly repayment or liquidation of said prior indebtedness.] Zie
Secretary may delegate authority to any State director of the Formers
Home Administration to make emergency loans in any area within a
State of the United States, Puerto Rico, or the Virgin Islands on the
same terms and conditions set out in section 321(a) without any for-
mal area designation being made: Provided, That the State director
finds that a natural disaster has substantially affected twenty-five or
less farming, ranching, or oyster producing operations in the area.

Skc. 326. The Secretary is authorized to utilize the revolving fund
created by section 84 of the Farm Credit Act of 1933, as amended
(hereinafter in this subtitle referred to as the “Emergency Credit Re-
volving Fund”) for carrying out the purposes of this subtitle.

Sec. 327. (a) All sums received by the Secretary from the liquida-
tion of loans made under the provisions of this subtitle or under the
Act of April 6, 1949, as amended, or the Act of August 31, 1954, and
from the liquidation of any other assets acquired with money from the
Emergency Credit Revolving Fund shall be added to and become a
part of such fund.

SR. 59



10

(b) There are authorized to be appropriated to the Emergency
Credit Revolving Fund such additional sums as the Congress shall
from time to time determine to be necessary.

Suc. 328. Loans meeting the requirements of this subtitle and any
amendatory or supplementary Act may be insured, or made to be sold
and insured, in accordance with and subject to section 308 and 309
and the last sentence of section 307 of this title: Provided, That loans
made under this section shall not be included in applying the $500,000,-
000 limitation in section 309 (£) (1).

Sec. 329. An applicant seeking financial assistance based on pro-
duction losses must show that the farming, ranching, or oyster pro-
ducing operation has sustained a least @ 20 per centum loss of normal
per acve or per animal production as a vesult of the disaster.,

See. 3304. Subsequent emergency loans, to continue the farming,
ranching, or oyster producing operation mey be made on an annual
basis, for not to exceed five additional years, to farmers, ranchers, or
oyster producers, at the prevailing rate of interest in the private market
for similar loans as determined by the Secretary, when the financial
situation of the said farming, ranching, or oyster producing operation
has not improved sufficiently to permait the farmer, rancher, or oyster
producer to obtain such financing from other sources. '

Sec. 330B. In the adminisiration of the emergency loan program
pursuant to subtitle O of the Act, the Secretary may wtilize funds from
the Agricultural Credit Insurance Fund to pay for administrative ex-
penses of such program.

* * * * * * *

O
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94tH CONGRESS HOUSE OF REPRESENTATIVES { RreporT
1st Session No. 94-211

EMERGENCY LOAN PROGRAM

MaAy 14, 1975.—Committed to the Committee of the Whole House on the State
" of the Union and ordered to be printed

Mr. FoLey, from the Committee on Agriculture,
submitted the following

REPORT
[To accompany 8. 5551

The Committee on Agriculture, to whom was referred the b111 (S
555), to amend the Consolidated Farm and Rural Development Act,
having considered the same, reports favorably thereon with an amend-
ment and recommends that the bill as amended do pass.

The amendment is as follows:

Page 1, line 3, strike all after the enactmg clause and insert in lieu
thereof the followmg ' ‘

That the Consolidated Farm and Rural Development Act (the Act) is amended
as follows: :

SEc. 2. Subsection (a) of section 321 of the Act is amended to read “The
Secretary shall deslgna,te any area in the United States, Puerto ngo and the
Virgin Islands as an ‘emergency area if he finds that a natural disaster has oc-
curred, in said .area which substantlally affected farming, ranching, or aqua-
énlturé opérations. For purposes of this subtitle “aquaculture” means. husbandrv )
of aquatic ofganisms under a controlled or selected environment.”. '
. SEC: 8. Subgection (h) of section 321 of the Act is amended as fouows

. (a) In the . first sentence after the words “major - disaster” insert ‘or emer-
geney”, striké the words “oyster planters” and “oyster planting” ‘and insert in
lieu thereof the Words “persons engaged in aquaculture” and “aquaeulture” re~
spettively ;-and:

(b) delete: everythmg after the ﬁrst sentence, strike the penod and msel‘t;.}

‘and are unable te obtain sufficient credit elsewhere to finance their actual needs
at reasonable shtes’and: térms, taking into consideration prevallmg privatd and
cooperative rates and’ terms:in ‘the community in or near Which the applicant
resides for loans for similar purposes and periods of time.” o

--SEC.-4. Sectioni322.0f the ‘Aci,ls amended to read : “Loans may be made under
thlS subtitle for any of the purposes authorized for loans under subtitle A -or B
of this title, as well ag for. crop. or hvestoek changes deemed desirable by the
applieant: Promded That such loans may include, but are not hmlted to the
amount of the-actual loss sustained as a result of the disaster.”.

-SEC. ‘5, Section 324 of the Act.is amended to read: “Loans made or msured
under this Act, shall be (1). at a rate of interest not in excess of 5 percentum per
annum pn loans up to the amount of the actual loss catsed by the disaster but not
to exceed $100,000 per loan, and’ (2) for any Toatis or portions of loans in excess
of that amount; the mterest rate will ‘be that prevailing in the pmvate niarket
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for similar loans, as determimed by the Secretary. All such loans shall be re-
payable at such times as the Secretary may determine, taking into account the
purposes of the loan and the nature and effect of the disaster, but not later than
provided for loans for similar purposes under subtitles A and B of this title,
and upon the full personal ligbility of the borrower and upon the best security
available, as the Secretary may prescribe: Provided, That the security is ad-
equate to assure repayment of the loan: Provided further, That for any disaster
oceurring after January 1, 1075, the Seetetary, it the loph is for a purpose de-

seribed in subtitle B of this title, may make the loan repayable at the end of a
period of more than seven years, but not more than twenty years, if the Secre-
tary determines that the need of the loan applicant justifies such a longer re-
payment period.”.

. 8pc. @ Section 325 of the Act is amended to read as follows : ‘““Fhe Secretary
may delegate authority to any State director of the Farmers Home Administra-
tion to make emergency loans in any area withih a State bf the United States,
Puerto Rico, or the Virgin Islands on the same terms and conditions set out in
section 821 (a) without any formal area designation being made: Provided, That
the State director finds that a natural disaster has substantially affected twenty-
five or less farming, Tanghing, or aquaculture ao‘ﬁeratiqns in the area.”.

SEc. 7. At thé end oF gubtitle C of the Act,’ o hew seetion 329 stating : “An
applicant seeking financial assistance baged on prodyetion losses must show that
a single enterprise which constitutes a basic part of his farming, ranching, or
aquaculture operation has sustained at least a 20 per centum loss of normal per
acre or per animal production as a result of the disaster.”.

Sge. 8. At the end of subtitle C of the Act, add a new section 330 stating : “Sub-
sequent loans, to continue the farming, ranching, or aquaculture operation may
be made under this subtitle on an anntigl Hasis, for not to exceed five additional
years, to eligible borrowers, at the prevailing rate of interest in the private
market for similar loans as determined by the Secretary, when the financial
gituation of the farming, ranching, of aquactilfure -operation has not fmpreved
suffleiently to permit the borrower to gbtain such financing from other sourees.”.

Spc. 9. Section 338 of the Act is amended by striking the period at the end of
subsection (a) and adding the following: *: Provided, That the amounts author-
ized to be appropriated for the purposes of the Consolidated Farm and Rural
Development Act for each fiscal year ending after September 30, 1976, shall be
the sums’provided by law.”

Sko. 10. At the end of substitute D of the Act, add a new section 345 to read
as follows: “The Secretary may utilize the Agricultural Credit Insurance Fund
and the Rural Development Insurance Fand Suring each fiscal year ending after
September 30, 1976, in such amounts as may be authorized annually by 1aw.”

PurpPOoSE AND NEED FOR THE LEGISLATION

Under existing law, emergency loans are made by the Farmers Home
Administration to farmers, ranchers, and oyster planters in counties
where property damage or sévere production losses have oceurred as a
result of a disaster, and the area has been designated as an emergency
loan area. : :

The loans cover only the amount of actual losses resulting from the
disaster and are for the purpose of enabling producers to eontinue
their operations with credit from other sources, including the regunlar
farm operating end ownership lean programs administered by the
Farmers Home Administration.

Emei_gency Joans are made primarily for financing farm operating
needs. For losses of a physical nature, emergency loans are based on the
cost of mqmil_'mg, replacing, and restoring farm property and farm
homes, including essential furnishings and personal possessions. Ap-
plicarits may be reimbursed for expenses already incarred for such pur-
poses. Loans that are based on qualifying production losses may in-
clude funds to repay applicants for preduction expenses which went
imto their damaged or destreyed crap and livestock enterprises.
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Emergency loans bear interest at a rate not in excess of five percent
er year and are repayable over periods not longer than the regulan
oans made by the Farmers Home Adminisgration for similar purpases.

The shortage of credit at this time is having an adverse effect on
many producers, The situation is particularly acute for producers Wwho
have suffered losses as a result of natural disasters, such as the severe
blizzard in January 1975 which caused great damage in the Midwest.

The extra burden of debts incurred because of actual losses makes
credit from normal agricultural sources in many cases difficult to
obtain—if it is available at all. Private sourcés of credit uwsually re-
quire & large equity. Furthermore, most private credit sources will only

ce about sixty percent of the present market value of the security.
: ﬁ 555 woukd make needed changes in the emergency:loan program as
ollows:

The bill extends the coverage of tha Act in several important re-
spects. First, it would allow emergency loans to be made available
not only to cover the agtual loss sustained by the applicant but also
to take account of his needs to obtain credit for on-going production
so that farmers can continue in operation and theréby help maintain
a viable agricultural economy.

Loans for forward financing could be made available for as long as
20 years for disasters oceurring after January 1,1075, if the applicant’s
finanecial needs as a result of the disaster justifies a longer piyment
term than 7 years and there is adequate security to protect the Gov-
ernment’s interests. This should be of important assistance to persons
affected by severe disasters such as the arctic hurricane in January. In
addition, a provision is made for subsequent emergency loans at com-
mercial rates to help enable producers to recover fully from a disaster.
ga’g:c; bill also uﬁa es thﬁ benefits in the Act available to persons en-

in aquaculture such as oyster and shrimp pr -

gaged ggllllylrmdropcl)lnics gnd fish iz:rmers. R ot e

_ The bill has other advantages to farmers in its provisions that would
simplify the ability of the Farmers Home Admir?istration to deal 3vithv
disasters. The Secretary would no longer be required to establish
whether lending institutions in an area can finance farmers’ needs as
under the current law. Also, whete small disasters occur affecting 25
or less farmers, it would permit decisions to be made by the State
director of FHA without the involvement of the Department in
W'alts‘h}xm on. ' '
_ The ittee has reported a moderate legislative proposal which:
is mindful of the constraints on the Federal l%udget. ’Ig\usl,) (l)t?nha:lllllr(r}ll}
ited interest at the concessional rate of 5 per¢ent tq a loan for actual
loss but not more than $100,000 per loan. For financing of other
amounts, the producer would be required to pay the prevailing com--
mercial rate of interest. This shoul ﬁ)lrovide a stimulation of activity
among private lenders. The bill further would require that in order
to qualify for an emergency type production loan a producer would
have to establish that he is unable to obtain credit elsewhere at reason-
able terms and conditions and any credit that is made available must
be fully secured by chattels or real estate.

Finally, the Committee has taken action to assure that it can main-
tain effective oversight of administration by the FHA of its responsi-
bilities under the Act. It has added to S. 555 proyisions which would
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require that beginning with any fiscal year after September 30, 1976,
authorizations would be required annually from the Congress before
funds could be used or appropriated for implementation of the
program.

Brier EXPLANATION OF S. 555, A8 AMENDED BY THE HoUusE COMMITTEE

The bill as reported by the Committee— .
1. Amends the emergency loan program provision of the Consoli-
dated Farm and Rural Development Act, as follows:

(2) Eliminates the requirement in existing law that there be
a general need for agricultural credit in an area before it could
qualify for assistance. Thus, it would not be necessary for the Sec-
retary of Agriculture to poll private lenders in an area to deter-
mine whether adequate credit is available before designating the
area for emergency. loans. b

(b) Requires that the program be made available in Presiden-
tially-declared emergency areas.

(¢) Makes the program available not only to persons engaged
in oyster-producing operations but to persons engaged in other
forms of aquaculture. 1

(d) Makes it clear that the Secretary may delegate authority
to State directors of the Farmers Home Administration to provide
emergency loans in an area, without it being formally designated
by the Secreéary, if the State director finds that a natural disaster
has substantially affected 25 or less farming, ranching, or aqua-
culture operations in the area. !

..(a) Restricts loans to persones affected by a disaster who are
unable to obtain sufficient eredit elsewhere to finance their acttial
needs at reasonable rates and terms, thereby directing emergency
assistance to those who need it most.

Makes loans available for amounts in excess of the loss
covered by the disaster:so that an applicant could obtain financing
for crop and livestock changes he deems desirable, Many producers
need fingncing to enahle .aaem; to chapge their operations because
of economic conditions and.to overcome the financial difficulties
caused by the disaster. =~

(9) Restricts the subsidized interest rate of 5 percent to loans
for actual loss but not more than $100,000 per loan. Any such loan
in excess, gf. $100,000 and loans to finance forward production
would carry irfferest.at prevailing commercial rates of mterest.. -

(h) Adthorizes the Secretary to make an emergency lean for
an ?ﬁerating type purpose.for disasters occurring after January
1, 1975, for a period of up to 20 years. The applicant’s financial
need must justify the longer repayment period than normally
exterided for operating loans and there must be adeguate security.
to assute repayment over the éxtended period. :

(%) Authorizes assistance for Fr@dgct-ion lgsses only if an ap+

slicant can show that a single enterprise.which constitntes a basic

aft of his fatming, ranching, or aquaculture operation has
sustained at Jeast a 20 per céntum loss of normal per acre or per
ahimdl produttion as a result of the disaster. \

(7) Makes anhual subsequent ep‘ex%;gncy lgans available to bor-
rowers for up té §'successive years if the borrower needs the credit
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to continue his operation and cannot obtain financing from other
sources. Interest would be at commercial rates. This annual finan-
cing should enable producers to recover from the disaster and re-
tx;rq to their normal sources of credit within a reasonable period
of time.

2. Amends the Consolidated Farm and Rural Development Act to
require that there must be an authorization from the Congress (a)
before appropriations can be made for any purposes under the Act
for each fiscal year ending after September 80, 1976, and (b) beforp
the Secretary can utilize any funds from the Agricultural Credit
Insurance Fund and the Rural Development Insurance Fund during
each fiscal year ending after September 30, 1976, ’

Commirree CONSIDERATION

The Subcommittee on Conservation and Credit met at 10 a.m,, on
Wednesday and Thursday, April 23 and 24, 1975, to consider S. 555
and closely related House bills dealing with amendments to the Emer~
gency Loan Program of the Farmers Home Administration (FmHA
within the Department of Agriculture, The clos;lly.related ouse bills
included, among others, H.R. 2866, H.R. 5506, H.R. 1854, H.R. 2150,
H.R. 5435 and H.R. 2127, The last bill related primarily to Section 324
of the Consolidated Farm and Rural Development. Act.

Among those who testified were: Congressmen David R. Bowen of
Mississippi, Benjamin A. Gilman of New York, James L. Oberstar of
Minnesota, and Berkley Bedell of Iowa; Honorablé William Erwig,
Assistant Secretary of Agriculture for Rural Development, and other
Department of Agriculture officials; farmers; and representatives of
farm organizations,

Assistant Secretary Erwin testified that legislation relating to the
emergency loan program administered by FmHA has been turbulent
and undegone five major changes since 1969, However, he indicated
that the Administration eould support changes in the emergency loan,
program provided that (1 applxl?cations were subject to a credit-
elsewhere test, (2) a loan limit of $100,000 at 5 percent interest was
set for actual losses, (3) that an applicant to quafl)ify for a loan must
show that a single enterprise, which constitutes a bagi¢c part of his
farming, ranching, or aquaculture operation, has suffered a 20 percent
loss of normal per acre or per animal production as a result of a dis-
aster, and (4) that no special favored disaster treatment he accorded
some disaster victims, as provided in section 5, but that all victims be
treated equally. Mr. Erwin stated that the second proviso was added
to section 5 in the Senate after the Department submitted its com-
ments to that body.

Mr. Erwin called to the Committee’s attention the fact that items 2
and 3 represented changes in the Department’s evaluation of S. 555
since the Department, su%)emitted their views on this hill to the Senate,

The Department also provided some maps and graphs showing the
frequency with which, and the areas where, the disaster designations
have been made over the years.

The principal amendments made to the bill in the Subcommittee
markup on.April 80, 1975, included : (1) & $100,000 limitation for the
5 percent interest partion of a disaster loan covering actual loss; (2)
a substitution of the term “acquaculture” (as defined) for the terms
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“oyster producing” and “oyster planters” where they appear in the
Consolidated Farm and Rural Development Act; (8) substitution of
language offered by the Agriculture Department for that appearing in
ssetion ¥ of the bill; (4) étriking of language in section 9 of the bill
relating to the use of Agricultural Credit Insurance Fund for admin-
istrative expenses of disaster loan program and substituting therefore
language providing annual authorizations for appropriation of funds
used for the Consolidated Farm and Rural Development Act after
fiscal year enidling June 80, 1976.

The Subcommittee vonsidered, but decided not to make the provi-
sions of 8. 585 applicable to disasters occurring prior to calendar year
1975, as suggested by Senator Eastland and Congressman Gilman.
Victims of such disasters who had obtained financing under the cur-
rent law could, howevey, obtain subsequent loans under section 8 of
the bill if they could meet the credit elsewhere test and other require-
ments of S. 355.

The full Committee in an open business meeting of May 7, 1975,
further adopted amendments to S. 555 which provided: (1) that the
$10Q,000 limitation of 5 percent interest {JOI‘tiOI’l of a loan apply to each
loaht {*per loan”); (2) that the annual authorization language pro-
vided in section 9 commence after the 8-month transitional period ends
on “September 30,” 1978 ; (3-months period between June 30, 1976, and
October 1; 1976) ; (3) that the second proviso in section 5 apply to all
disastets after January 1, 1975 (with no termination date) ; (4) that
the forward financing provision added in section 4 be amended so
that it would be that deemed desirable “by the applicant®; ( 52 that a
new section 10 be added so as to provide that annual authorizations
mlist be obtained before the Secretary may utilize the Agricultural
Credit Insurance Fund and the Rural Development Insurance Fund
during fiseal years commencing after September 30, 1976.

In addition, the full Comfittee rejected an amendment that would
have stricken the second ];I)roviso from section 5 of the bill providing
ttp to 20-year lons, in the discrétion of the Secretary, for disasters
nccurri%g after January 1, 1975.

- &, 585 was reported to the House and recommended to pass by a
voitg véte in the presence of a quorith.

The Committee substitdte makes the following main changes in
4. 555 as adopted by the Senate:

It would make the program available to persons engaged in aqua-
eulttirs such as oyster and shrimp producers and persons engaged in
g%dmponics and not only to gyster producers as provided in the Senate

1. It would require designation of an emergency area if the Secre-
tary findg that a natural disaster has occurred in the area rather than
making the designation discretionary as in the Senate bill.

Loans in excess of the amohnt covering the actual loss could be made
for crop or livestock changes deemed désirable by the applicant and
would not be restricted as mn the Senate bill to changes resulting from
changes in market demand since the occurrence of the disaster.

Loans at'the rate of 5 percent covering actual loss would be limited to
the actual loss up to $100,000 per loan; any amount in excess of that
would be at prevailing market rates of interest. The Senate version
wolild have made the subsidized interest rate available to cover the
entire amount of loss, regardless of the amount of the loan.
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Operating loans for up to 20 years could be made for any disaster
occurring after January 1, 1975, and would not have a cut-off date of
July 1, 1976, as provided in the Senate version. The Committee substi-
tute provides that an applieant must establish that a single enterprise
which constitutes a basic part of his operations has sustained at least .
a 20 percent loss of normal per acre or per animal production as a result
of the disaster. This liberalizes the provisions as adopted by the Senate
for a person who maintains a diversified farming operation, so that it
would net be necessary to establish that his entire farming, ramnching,
or aquaculture operation had sustained a 20 percent loss.

The Committee added two provisions to the Consolidated Farm and
Rural Development Act which were not contained in the Senate bill.
These would require that beginning with any fiscal year after Septem-
ber 30, 1976, it would be necessary to obtain an authorization before
sums could be appropriated for the Act and that sums could not be
used from the Agricultural Credit Insurance and Rural Development
Insurance Funds without a prior annual authorization. These provi-
siong should enable the Committee to exercise more effective oversight
regarding activities undertaken pursuant to the Act. The Committee
did not include in the bill a provision added by the Senate which atated
that the Secretary may use funds from the Agricultural Credit Insur-
ance Fund to pay for administrative expenses incurred under the
e_merg;ncy loan program. This section was not believed to be necessary
since Farmers Home Administration already has that authority under
current Jaw and has in fact been using funds from the ACIF to pay
such administrative expenses.

ApMINISTRATION PosITION

The following letter forwarded to the Chairman by J. Phil Camp-
bell, Acting Secretary, dated April 17, 1975, sets ofortﬁ the position of
the Department of Agrieulture on HL.R. 2866, the principal language
of which was incorparated into 8. 535, as repomtxsdp by the Cammittee
on Agrienlture,
DEPARTMENT OF AGRICULTURE,
OrFicg OF THE SECRETARY,

Weshingten, .G, April 17, 1975.
Hon. Tromas S. Fouey, o o i aan

Chairman, Comavitice on Agricultwre, House of Represeniatives
- Waskingtan, D.C. i i g
Dear Mr. Crammman: This is in reply to your request of Febru-

ary 21, 1975, for a report on HL.R. 2866, a bill “Te amend the Con-

solidated Farm and Rural Development Aet.”

This Department recommends enactment of H.R. 2866 with the
modifieations suggested hereim.

Section 2 of the bill eliminates the present requirement of a general
need for agricultural eredit in designating an area eligible for eredit

‘as the result éf a natural disaster.

Section 3 requires the Seeretary te make loans available in Presi-
dentially declared “emergency” areas, and restores a “test for eredit”
a5 an eligihility requirement for barrowers.

. Section 4 provides authority to finance crop changes deemsd de-
sirable as a result of changes in market demand, and authorizes emer-
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gency loans for more than the actual loss sustained as a result of the
natural disaster.

Section 5 retains 5 percent per annum as the maximum interest rate
for emergency loans made for actual loss, and provides that the pre-
vailing private market rate for similar loans, as determined by the
Secretary, will apply to the amount of the loan above actual loss. Ade-
quate security is also required.

Section 6 permits the Secretary to delegate to State Directors of

Farmers Home Administration the authority to make emergency loans.

without a formal designation when 25 or less farming, ranching,.or
oyster producing operations in an area are affected by a natural
disaster.

Section 7 provides that, to be eligible far assistance based on a pro-
duction less, an applicant must have had at least a 20 percent loss of
mnormal per acre or per animal productién as a result of the natural
disaster.

Section 8 allows the Secretary to make annual subsequent emer-
gency loans for up to 5 years when borrowers need the credit to con-
tinue their operation and cannot obtain financing from other sources,
and requires such loans to be made at the prevailing rate of interest in
the private market as determined by the Secretary.

Section 9 authorizes the Secretary to utilize any funds available to
pay necessary administrative expenses for carrying out the emergency
loan program, netwithstanding any limitations imposed for budgetary
reasons.

The authority provided by Section 9 is not needed since FmHA is
presently able to draw from the Agricultural Credit Insurance Fund
(ACIF) whatever amounts are needed for administration of the emer-

ency. loan programs. Furthermore, the clause in Section 9 reading
“notwithstanding any limitations imposed for budgetary reasons” is
ambiguous and unclear. However, the Department would not oppose
a provision confirming the authority to use ACIF Funds for adminis-
trative expenses, which might be stated : “In the administration of the
emergency loan program pursuant to subtitle C of the A¢t, the Secre-
tary may utilize funds from the Agricultural Credit Insurance Fund
to pay for administrative expenses of such program.”

‘We believe the bill makes needed changes in the emergency loan pro-
gram of FmHA. By eliminating the requirement that there be a gen-
eral need for agricultural credit, the Secretary’s emergency loan desig-
nation process is simplified. It would not be necessary to poll private
lenders in an area to determine whether adequate credit is available.
Loans may be made only to disaster victims unable to obtain credit
f_roré_l other sources, thus directing emergency aid to those who most
need it.

Authorizing loans for forward agricultural production would pro-
vide additional assistance to disaster victims. The requirement for ade-
quate security continues the present Secretarial policy. With the sub-
sequent loan authority, additional loans can be made when necessary
to protéct the govermment’s interest and to permit the borrower to
remain in business.

The requirement of a 20 percent production loss for eligibility of
-applicants is practical because in most agricultural areas a yield fluc-
-tuation of 20 percent or more is considered abnormal.

-~
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The dual interest rate continues the present federal interest subsidy
on loans for the amount of actual loss, but provides for no subsidy for
loans which exceed actual loss, or for subsequent loans. This new guar-
antee authority would help assure the availability of credit for these
new emergency loan purposes.

Actual cost of these proposed legislative changes is unknown because
the freqitency and severiby of natural disasters are unpredictable. How-
ever, based on experience with an emergency loan program involving
a “credit test” for eligibility and loans to permit farmers to continue
in business, we believe the average loan will increase in amount, but
that the total number of loans will decrease substantially because of the
test for credit. This will result in a lower volume loan program serving
only ‘those disaster victims who are unable to obtain private credit
needed to continue their operations.

* We suggest these technical amendments: 1. Replace the words “an

emergency” in line 13, page 8, with the words “a natural disaster.” This

will be consistent with the rest of the bill; 2, In section 8, line 6, page 4,

(sitrike ,1,:he word “it” and substitute “the farmer, ranch or oyster pro-
ucer.

The Office of Management and Budget advises that there is no objec-
tion to the presentation of this report from the standpoint of the
Administration’s program.

Sincerely,
J. Pam, CAMPBELL,
Acting Secretary.

Assistant Secretary of Agriculture William W. Erwin read the fol-
lowing statement into the record at the Subcommittee hearings which
further sets forth the position of the Department on certain amend-
ments to the Consolidated Farm and Rural Development Act that are
contained in S, 555, as reported by the Committee.

StaTteMENT oF Hoxn. WirniaM ERwIN,; ASSISTANT SECRETARY OF
AGRICULTURE

Mr. Chairman and members of the cqmmittee, we appreciate the
oppeortunity to appear before you to discuss proposed legislation (S.
555 and H.R, 2866) which would make changes in the emergency loan
progi{azl) administered by the Farmers Home Administration

FmHA). .
( The history of the emergency legislation for FmHA has been tur-
bulent and the program has undergone five major changes since 1969.
These changes have been so frequent that it has been difficult for those
aﬂ'e%gd by a natural disaster to keep abreast of benefits available
to them.

The Administration can support changes in the emergency loan pro-
gram provided that (1) loans would be made only to applicants who
are unable to obtain sufficient credit elsewhere at reasonable rates and
terms, (2) the amount of the loan made for actual loss at 5 percent
interest not to exceed $100,000, (3) in order to qualify for assistance
based on production losses, the applicant must show that a single
enterprise which constitutes a basic part of his farming, ranching or
oyster producing operation has suffered at least a 20 percent loss of

H. Rept. 94-211——2
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normal per acre or per animal production as a result of the matural
disaster, and (4) no special, more liberal benefits are afade available
to some favored dissster wictims that would not serve all disaster wic-
tims equally . Items two and three, just mentioned, represent ¢changes
in the Department’s evaluation of S. 555 since we reported our views
on this legislation.

H.R. 2866 and 8. 555 are similar proposals, and since action has
been taken on 8. 555, the majority of my remarks will be toward the
present version of that bill,

After the Department commented on 8. 555 on March 19, 19753, a
second proviso was added to Section &5, and the bill was passed by the
Senate. The Department does not support that addition.

Ift me now take the sections in sequence and comment briefly on
-each.

Section 2 eliminates the present requirement for designation of an
:area for emergency assistance, namely that there be a general need for
-agricultural credit as the result of a natural disaster. The change elimi-
‘nates the present necassity for polling private lenders to determine
whether adequate credit is available. Under this Section the Secretary

could designate an area, provided a natural disaster substantially af-
fected farming, ranching, or oyster{producing operations: This change
should simplify the designation process.

Section 8 requires the Secretary to make loans available in Presi-
" dentially declared emergency areas and restores a “test for credit” as
an eligibility requivement for each borrower. By making loans only
to disaster victims unable to obtain sufficient credit from other sources
at reasonable rates and terms, this Section should direct the emergency
aid to those who most need it. This Section is essential to our support
of changes in the emergency loan program.

Section 4 provides authority to finance production changes deemed
desirable as a result of changes in market demand subsequent to the
disaster, and authorizes emergency loans for more than the actual loss
sustained. Both provisiong can benefit the disaster victimn, and help
him resume his farming opeérations as an effective producer.

Section 5 retains 5 percent per annum as the maximum interest rate
for emergency loans made for actual loss, and provides that the pre-
vailing market rate for similar loans, as determined by the Secretary,
will apply to the amount of the loan above actual loss. The Department
would ﬁke to see this Section changed so that the loan made for getual
Joss at 5 percent not exceed $100,000. We believe that the prescribed 5
percent interest rate for the portion of the loan that covers actual loss
up to $100,000 is a reasonable subsidy for disaster victims. Loans for
actual loss in excess of $100,000 and loans to finance forward produc-
tion would involve no interest subsidy. Since the interest rate will be
one which the Secretary determines to be prevailing in the private
market, it is possible that there will be a stimulation of a¢tivity among
private lenders for this portion of the loan, with FmHA providing a
guarantee. We believe this feature is a desirable one. The requirement
1n the Section for security continues the present Secretarial policy.

Earlier I referred to a second proviso added to Skétion follz;w-
ing the Department’s repert. That proviso authorizes the Secretary to
make emergency loans for an operating type purpose for up to 20

»
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years for vietims of disasters occurring between Jannary 1, 1975,
and July 1, 1976, if it is determined that the applicant’s financial need
as a result of the disaster justifies a longer payment period than
mormal, an if there is adequate security to assure repayment. The
Department opposes this partion of Section 5 because the Secretary
presently has adequate flexibility to tailer loan repayment periods
to the purpose of the loan and the nature and the effect of a given-
natural disaster upen farmer or rancher. The proposed 20 year period
would extend beyond the useful life of chattel security, and since
many tenant family farmers do not have real property to offer, these
special benefits would not be available to them even if a severe digaster
struck. Setting dates within which eligibility occurs does not provide
equal treatment to all disaster victims, including others who may
have had as severe digrl:i;xtion of their operations as occurred in the
specified 18-month period. ; |

Section 6 permits the Secretary to delegate to State Directors of
Farmers Home Administration the authority for making emergency
loans without a formal designation when 25 or less farming, ranchin
or oyster producing pperations in an area are affected by a natura
disaster. This provision formalizes an existing practice that has made
it possible to reach digaster victims who may be separated from the
main area of damage by a county or state boundary line. oy

Section 7 provides giidelines for individual borrowers by requiring
that an applicant for assistance based on a production loss show
at least a 20 percent loss of normal per acre or per animal produc-
tion as a result of the disaster. The Department would like to have
this Section changed so that to qualify for assistance based on pro-
duction losses the applicant must show that a single enterprise which
constitutes a basic part of his farming, ranching or oyster producing
operation has suffered at least a 20 percent loss of normal per acre
or per animal production as a résult of the natural disaster. In most
agricultural areas a fluctuation in a basic enterprise of 20 percent or
more is considered abnormal.

Section 8 allows the Segretary to make-annual subsequent emergency
loans for up to 5 years when borrowers need the credit to continue
their oppration and cannet obtein sufficient fingncing from other
sources at reasonable rates and terms. The Section requires such loans
to be made at the prevailing rate of interest in the private market as
determined by the Seeretary. This autherity to make subsequent loans
will be used only when the borrower cannot obtain financing from
other sources.

Section 9 of the bill adds a new section to the Consplidated Farm
and Rural Development Aot confirming present Secretarial authority
to utilize funds from the Agricultural Credit Insurance Fund to pay
for administrative expenses of the emergency loan program.

Based on the experienice of Farmers Home Administration with an
emergency loan program that involved a test for credit and with loans
that will permit thé farmer to pay for forward agricultural produc-
tion, we believe that the individual loans will be larger than at present,
but that the number of loans will show a substantial decrease, The
effect will be to provide help only to those disaster vietims who are
unable to obtain necessary private credit at reasonable rates and terms,
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and the credit will be int sufficient amount to help them restore their
rati ‘disaster condition. 1
qp%,r‘;aétlfc:ls zﬁgsl“:he changes in the emergency loan program that;t ha;:r::,
been suggested and recommended in this statement will give as a p
gram that will be of benefit to disaster vistuns, s
If there are any questions, we will be pleased to resp

SECTION-BY-SECTION ANALYSIS

S. 555 contains a preamble and ten sections amending the desoh—
dated Farm and Rural Development Act. e

Section 2. Designation of emergency areas T
Section 2 of the bill amends section 321 (a) of the Act to reqfreaglég
Secretary of Agriculture to designate any area as an emergency

am 1 that a natural
{the emergency loan program if he finds naty
g(i);als)&zpﬁ:zso(écu?red in t%le a¥ea wh?clltx; fiutfstan&?grﬁﬁﬁgidciﬁﬁégé
i i etes .
ranching, or aquaculture operations. i ?‘m P et for
in existing law that the Secretary mus . e e
i it 1 hich is the result of a natural ¢
ity v AR d ilable to victims of the disaster.
before emergency loans can be made ava K e
' dment is to enable the FHA to m
Elils?yeggc gx?jvggg gls(iasntance when needed in a disaster or emergency
i i io1 ficiaries of the pro-
i d section 3 also enlarge the bene
grg‘xlrilzoss}(i;lt? :n?;ll'gency loans can be made available to persons engaged
1 e. e
ﬂlﬁggiﬁllrti)%ges of the Emeygenc(ybIﬁlaanr:gra:lrx;,nglxglﬁ?u&;\aa 1;1?:?;1111?
husbandry of agquatic organisms (D0 111)1 gn 311:1 S e e
trolled or selected environment and wo m(% gmone othept L 1
d shri roducmg.operatmns,.ﬁsh arming and hydro ;
%ﬁ?::o?:lxd nétl'llg}z)hlx)de activities such as deep sea fishing which are out
side of a controlled or selected environment.

Section 3. Extension of loans in major disaster areas declared by the

President; “credit elsewhere” requirement Y

Section 3 of the bill amends.?elc)tiio.n 321 (bg)e I?Eytilrz ::;31:1 :gl ;:gdl‘tfy

the Secretary to make loans avallable ;n emerm s o Ot

the President. It also changes the reference e e

planting to persons engaged 1N aq
e adin i section 321 (b) of the
spectively. Section 3 also amends h

3?01‘1;3:;1)11 etc‘il(rle;arfeguiremeit that the loan applicant be unable to obtain

sufficient credit elsewhere at reasonable rates and terms.

jwestock changes

ion }. Emergency loans for crop or lives j }
Segmofl 4 of tf}]xe bill amends section 322 of the Act to prqvnll)tla a}‘l)l
thority to finance any crop or livestock changes deemed desirable by
thesppcants i t to authorize emergency

- 1 4 also amends section 322 of the Act to au
10218; tfl(()):'l a%nilsxgtas in excess of the acual loss sustained as a result of the
e disaster to obtain
i ssion would enable persons affected by a disa

crglliésngg?lzg }c(())nhelp them overcome financial difficulties cs:iused b¥ tb}iz
disaster. It would authorize forward financing to be made davalla
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without the constraints applicable to operating loans under subtitle B.
Thus, credit could be made available to persons affected by the disaster,
other than on family size farms, including corporations and partner-
ships engaged primarily in farming, ranching, and aquaculture and
loans could be made in excess of $50,000.

Section 6. Interest rates; security, special loans

Section 5 of the bill amends section 324 of the Act to provide that
the maximum rate of interest for an emergency loan made for actual
loss up-to $100,000 would be 5 percent per year-—the Interest rate cur-
rently applicable to the emergency loan program. For any loans in
excess of that amount (any smount covering actual loss over $100,000
per loan and loans to finance forward production), the interest rate
will be the prevailing private market rate of interest for similar loans
as determined by the Secretary. Under this provision the Segrétary
could, if he wishes, establish a single rate for production type loans
for the entire nation in the case of insured loans. For guaranteed loans,
the applicable rate would be as agreed upon by the lender and borrower
as long as it did not exceed the rate established for insured loans.

Section 5 also amends section 324 of the Act to authorize the Secre-
tary—with respect to any disaster occurring after January 1, 1975—
to make an emergency loan for an operating type purpose for not more
than 20 years if 1t is determined that the applicant’s financial need as
a result of the disaster justifies a longer payment term than that nor-
mally extended for operating loans and there is adequate security to
assuré repayment over the Ionger period. This should enable relief to
be provided to victims of such severe disasters as the January 1975
blizzard in the Midwest.

Seation 6. Delegation of authority to State FHA directors to make
emergency -loans

Section 6 of the bill amends section 325 of the Act to state specifically
that the Sécretary may delegate to State directors of the Farmers
Home Administration the authority to make emergency loans without
a formal designation when 25 or less farming, ranching, or aguacul-
ture operations in an area are affected by a natural disaster.
Section 7. Eligibility for assistance based on preduiction loss

Section 7 of the bill adds a new section 329 to the Act providing that
in order to beeligible for emergency loan assistance based on & produc-
tion loss, an applicant must show that a single enterprisé which con-
stitutes a basie part of his farming, ranching, or aquaculture operation
has sustained at least a 20 per centum loss of normal per acre or per
animal production as a result of the disaster. In the case of a diversified
producer the term “single enterprise” would apply separately to the
production of cash crops, livestock operations, fmry’ farming opera-
tions, poultry operations, pork operations, but would not apply, for
example, in the case of a vegetable farmer to each separate crop that
might be produced during a growing season. Under this provision, a
dairy farmer who also produces a cash crop would haye two separate
enterprises. Whether a single enterprise is a basic part” of a farming
operation would depend on the nature and extent of the operations. It
would not be necessary in the case of a diversified farmer that a single
ehterprise would constitute a major portion of his farming operations
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i i ter-
i for the applicant to qualify for an emergency loan. An en
mriosgdiewii:}f co:shl;t);&ed 25 pel(El centum of the farming operation wauld,
owever, be considered a basic part of the aperation.

otion 8. Additional emergency loans -
&Section 8 adds a new secton 330 to the Act authorizing the Secrepart'y
to make subsequent emergency loans on a one-yesr repayment bag:d _?;
a borrower, for up to five successive years, when he x_xeedn; the th;
to continue his operation and cannot obtain financing from obe lf.
sources. Such subsequent loans are to be made at the prevailing rl? t}(:
intérest in the private market for similar loans, as termined yb e
Secretary. The benefits of this prevision would be available to : or-
rowers under the program.even though the initial eme_rgznoyan.ﬁ
might have been obtained prior to the effective date of this Act. - ?fx
borrower, however, would be required to meet the provisions o by e
amended Aet, such as esta?lis_hm that h:: 1c(mld not obtain credit else-

here, in order to qualify for a subsequent loan. :
W This section is ?ntendid to permit emergency loans for pro&t_xctxgn
purposes authorized for operating loans under subtitle B until the
borrower can return to conventional credit sources.

setion 9. Congressional authorization required prior to any appropri-
b Ctzaa;z?ofwc;om?z; the Consolidated Farm and Rw.al D;velopmen:s Act

Section 9 amends section 338 of the Act to require that amounts au-
thorized to be appropriated for the purposes of the Act for each ﬁsfg:l
year ending afger g)e tember 30, 1976, shall be the sums herexbo r
authorized by law. This would require an authorization from Con-
ovess before sums could be appropriated for any of the purposes of the
Consolidated Farm and Rural Development Act, such as for restora-
tion of losses previougly incurred in the Agricultural Credit Iqsura.lfme
Fund and Rural Development Insurance Fund, q,pproprmtlonis for
direct loans and grants under the Act and appropriations for salaries
and expenses of the Farmers Home Administration in administering
programs authorized under the Aet.

Section 10. Annual Congressional authorization before utilizing funds
N 345 to the Act to provide that
ion 10 would add a new seetion o the o y
thes eSCgflsgtary could utilize sums from the Agricultural Credit In_smi;
ance Fund and the Rural Development Insurance Fund during ea.tf;
fiscal year after September 30, 1976, only in such amounts as may be
authorized annually by law. These revolving funds are used among
other things to finance real estate loans, operating loans, emergency
loans, water and facility loans, industrial development. loans and eolr;ll-
munity facility loans. Both this provision and section 9 will enable
this Committee to conduct more effective oversight of administration
of the Act.

Current ANDp Five SusseQuent Fiscarn Year Cost EsTIMATE

f Rep-
Pursuant te Clause 7 of rule XTIT of the rules of the House of Rep

resentatives, the Committee estimates the cost to be incurred h% t}:ﬁ
Federal Government during the eurrent and the five subsequent scl

vears as a result of the enactment of this legislation would be minimal.
There éould be a net savings to the Government.
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The frequency and severity of natural disasters are, of course,

unpredictable,
ile the average loan may increase in amount, the total number

of loans should decrease substantially because of the inclusion in the
bill of a “credit elsewhere” test. This should result in a lower-volume
loan. Program serving only those disaster victims who are unable to
obtain ;l))rivate credit to continue their operations. :

The bill may also result in Government savings of costs incurred
under the Consolidated Farm and Rural Development Act by the re-
quirements added that for each fiscal year ending after September 30,
1976, sums may be used from the Agricultural Credit Insurance Fund
and Rural Development Insurance Fund and amounts can be appro-
priated for the purposes of that Act only to the extent as may be
authorized annually by the Congress.

This estimate of costs is in accord with the cost estimate furnished
by the Department of Agriculture.

INFLATIONARY IMPACT STATEMENT

Pursuant to Rule XI, clause 2(1) (4), of the Rules of the House of

epresentatives, the Committee estimates that enactment of S. 555
would not have any inflationary impact on prices and costs in the o
eration of the national economy. The beneficial effects of this legisla-

tion in helping overcome the adverse effects of natural disasters should
contribute to a sound agricultural economy.

Bupeer Aor Comrriance (Secrion 308 aNp SEcTiON 403)

The provisions of clause (1) (3) (B) and clause (1) (3) (C) of Rule
X1 of the House of Representatives, and Section 308(a) and Section
403 of the Congressional Budget Act of 1974 (relating to estimates
of new budget authority or new or increased tax expenditures and
estimates and comparisons prepared by the Director of the Con- -
gressional Budget Office), are not considered applicable.

OVERSIGHT STATEMENT

No specific oversight activities, other than the hearings accompany-
ing the Committee’s consideration of S. 555 (and H.R, 2866, and re-
lated bills; were made by the Committee, within the definition of
clause 2(b) (1) of Rule X of the House. No summary of oversight
findings and recommendations made by the Committee on Government
‘Operations under clause 2(b) (2) of Rule X of the Rules of the House
of Representatives was available to the Committee with reference to
the subject matter specifically addressed by S. 555.

Caanees v Exmrine Law

In compliance with clause 3 of rule XTIT of the Rules of the House
-of Representatives, changes in existing law made by the bill are shown
as follows (existing law proposed to be omitted is enclosed in black
brackets, new matter is printed in italic, and existing law in which no
<hange is proposed is shown in roman) :
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CoxsoLmATED Farm AnNp Ruran DEVELOPMENT AcT

* * * * * * *
SUBTITLE C.—EMERGENCY LOANS

Skc. 321. (a) [The Secretary shall designate any area in the United
States and in Puerto Rico and the Virgin Islands as an emergency area
if he finds (1) that there exists in such area a general need for agricul-
tural credit, and (2) that the need for such credit in such area 1s the
result of a natural disaster.] Z'he Secretary shall designate ony ared
in the United.States, Puerto Rico, and the Virgin Islands as an emer-
gency.area if he ﬂnd’a that a natural disaster has occurred in swid area
which substantially affected farming, ranching, or aquaculiure opera-
tions. For purposes of this subtitle “aquaculture” means husbandry of
aquatic argamisms under a controlled or selected environment.

(b) The Secretary shall make loans in any such area designated byt
the Secretary in accordance with subsection (a) of this section and In
any area designated as a major disaster or emergency by the President
pursuant to the proyvisions of the Disaster Relief Act of 1970, as
amended, (1) to established farmers, ranchers; on [l;)yster planters]}
persons engaged i ture who are citizens of the United States
and (2) to private domestic corporations or partnerships en. aged

rimarily in farming, ranching, or [oyster planting] aquaculture:
groMbcz That they have experience and resources necessary to assure
a reasonable prospect for successful operation with the assistance of
such loan [. Such loans shall be made without re%ard to whether the
required financial assistance is otherwise available from private, co-
operative, or other responsible sources.] ond are unable to obtain suffi-

cient credit elsetvhere to finance their actual needs at reasonable rates
and terms, taking into consideration prevailing private and cooperative
rates and terms in the community in or near which the applicant resides
for loans for similar:purposes and periods of time. '

Sec. 322. ans may be madé under this subtitle for any of the
purposes authorized for loans under subtitle A or B of this title.}
Loans may be made under this subtitle for any of the purposes au-
thorized for loans under subtitle A or B of this title, as well a3 for
crop or livestook changes deemed desirable by the applicant: Pro-
vided, That such loans may include, but are not limited to, the amount
of the actual loss sustained as o result of the disaster.

Sgc. 323. The Secretary shall make no loan under this subtitle in
excess of an amount certified by the county committee. .

Skc. 324. [The Secretary shall make all loans under this subtitle at

a rate of interest not in excess of 5 per centum per annum repayable at
such times as the Secretary may determine, taking into account the
purpose of the loan and the nature and effect of the emergency, but
not later than provided for loans for similar purposes under subtitles
A and B of this title, and upon the full personal liability of the bor-
rower and upon stich security as the Secretary may prescribe.] Loans
made or inswred under this Act shall be (1) at a rate of interest not in
ewcess of & per centum per anmum on loans up to the amount of the
actual loss caused by the disaster but not to exceed $100,000 per loan,
and (2) for any loans or portions of loans in excess of that amount,

-
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2he interest rate will be that prevailing in the private market ymi
lar loans, as determined by the Secretary. Al%7 such loans shaflolrb??;
payable at such times as the Secretary may determine, iaking into ac-
count the purposes of the loan and the nature and effect of the disaster
byt not later than .ov?ded for loans for similar purposes under mb-’
titles A and B of this title, and upon the full personal lLiability of the

?)o’r'roq,qer and upon the best security availablz as the Secretary may
presoribe : Provided, That the security is adequate to assure repay-
ment of the loan: Provided further, That for any disaster occurring
after January 1, 1975, the Secretary, if the loan is for a purpose de-
soribed in subtitle B of this title, may make the loan repayable ot the
end of a pe_mgd of more than seven years, but not more than twenty
years, if the Secretary determines that the need of the loan applicant
_7u8_'tzﬁes. such a longer repayment period.

Sec. 325. [The Secretary may make loans without regard to the
designation of emergency areas under section 821(a) of this title to
persons or corporations (1) who have suffered severe production losses
not general to the area or (2) who are indebted to the Secretary for
loans under the Act of April 6, 1949, as amended, or the Act of
August 81, 1954, as amended, to the extent netessary to permit the
orderly repayment or liquidation of said prior indebtedness.J ZAe Sec-
retary may delegate authority to any State director of the Farmers
Home Admzmstratzon to make emergency loans in any area within a
State of the United States, Puerto Rico, or the Virgin Islands on the
same terms and conditions set out in section 321(ay without any fors
mal area designation being made: Provided, That the State director
finds that a natural disaster has substantially affected twenty-five or
less farming, ranching, or aquaculture operations in the area.

Skc. 326. The Secretary is authorized to utilize the revolving fund
created by section 84 of the Farm Credit Act of 1933, as amended
(hereinafter in this subtitle referred to as the “Emergen::y Credit Re-
volving Fund”) for carrying out the purposes of this subtitle.

. Skc. 327. (a) All sums received by the Secretary from the liquida-
tion of loans made under the £roﬁsi0m of this subtitle or under the
Act of Agrll 6, 1949, as amended, or the Act of August 31, 1954, and
Emergenclqlgda(;'lt?li{ of aixy othﬁ‘r azsets acquired with money from the

redl evolvin, un
pat‘tl;;)f%%c}il iy g shall be added to and become a
) ere are authorized to be appropriated to the
Credit Revolving Fund such additioggl sll’lms as the Con}é?egé‘g:}?gl}i
from time to time determine to be necessary.

Skc. 828. Loans meeting the requirements of this subtitle and any
amendatory or supplementary Act may be insured or made to be sold
and insured, in accordance with and subject to section 308 and 309
ﬁ?a% the };,st Eltlaptenctq of s}tlsci;lion 3?)7 of this title: Provided ,That loans

@ under this section shall not be incl i i
000 limitation in section 309 (£) (1). s
 Sko. 329. An applicant seeking financial assistance based on produc-
tion losses must show that a single enterprise which constitutes a basic
port of his farming, ranching, or aquaculture operation has sustained

at least a 20 per centum. Loss of normal per )
tionasa 'resu;; of the disaster. 4 B R

v
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Szc. 330A. Subssquent loans, to continue the farming, ranching, or
aquaculiure operation may be made under this subtitle on an annual
basis, for not to exceed five additional years, to eligible borrowers at
the prevailing rate of interest in the private market for similar loans
as d’;termz'md by the Secretary, when the financiol situation of the
farming, ranching, or aguaculture operation has not impreved suf-

" fioiently to permit the borrower to obtain such financing from other
sources.
* L] * * Ed * *

SuerrTiE D.—ADpMINISTRATIVE PROVISIONS

Sgc. 338. (a) There is authorized to be appropriated to the Secretary
such sums as the Con, may from time to time determine to be nec-
essary to enable the Secretary to carry out the purposes of this title
and for the administration of assets transferred to the Farmers Home
‘Administration[.]: Provided, That the amounts authorized to be ap-
propriated for the purposes of the Consolidated Farm and Rurel De-
velopment Act for each fiscal year ending after September 30, 1976,
shall be the sums provided by law.

* e * * £ e *

Sec. 3}5. The Secretary may wtilize the Agricultuwral Oredit Insur-
ance Fund and the Rural Development Insurance Fund during each
gacal year ending after Septembeér 30, 1976, in such amounts as may

e authorized annwally by law.
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EMERGENCY LOAN PROGRAM

Jory 21, 1975.—0Ordered to be printed

Mr. Tazaranee, from the committee of conderence,
submitted the fellowing

CONFERENCE REPORT

['To accompany B, 555]

The committee of conference on the disagreeing yotes of the two
Houses on the amendment of the House to the bill (S 555) to amend
the Consolidated Farm and Rural Development Aot, having met, after
full and €ree cenference; have agreed to recommend and do recom-
mend to their respective Houses as follows:

That the Senate recede from its disagreement to the am t of
the House and agnee to the same with an amendmgent as follows:

In lieu of ¢he mabter proposed 0 be inserted hy the House wuaend-
ment, insert the fellowing

Sk, 8. Subsection (@) @f seotion 381 of the Aot is amended to rend
“The Secrebary shall desigmate any avea in the United States, Puerto
Rico, ond the Virgin lelonds as an emergenq/ ares if he finds that a
natwral disgsser g scourned in said anea whiok sabstantially affected
farming, renching, or squacuiinre epenetions. For purpeses ef this
subtitle ‘aquaculinre’ means husbamlry of aguatic organismg under g
controlled or selected environment,”.

Sme, 8. Subsection (b) of sectoon 301 of the Aet is emended as

Jollows :
(@) in the first sentence afier the words ‘major dwmter” wvert
“or emengenoy”, sirike the words “oyster plantsrs” and “oyster

pl(mzhng” and mseﬂt in liow theresdf the words “parsens engegad
? il ¢ tewre”, vegpeotively ; and
(\ ) dileie everything after the. sendence, strike the period,
nd onmserty “ond wrs wnable to i qufficient oredit elaewhem
to finance Yheir actuwl needs ut reesonable rates and tarma, toling
inte oenslderution yrevailing givade and coeperative rates and
terma in the oommmmnity W er newr whioh the ag@phoant nesides
fwlomfmsmmlwmr oeasamdpermdaof&m&. The : 76-
wisions of this subsection shall wot be applicable to loan app
tions filed prwr to July 9, 1.9375.

§2~030.-
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Szoc. 4. Section 392 o/‘ the Act is amended to read: “Loans may be
made under this subtitle for any of the purposes authorized for loans
under subtitle A or B of this title, as well as for crop or liwestock
changes deemed desirable by the applicant: Provided, T hat such loans
may include, but are not limited to, the amount of the actual loss sus-
tained as a result of the disaster.”. '

Skc. 5. Section 32} of the Act is amended to read: “Loans made or
insured under this Act shall be (1) at a rate of interest not in excess of
& per centum per annwm on loans wp to the amount of the actual loss
caused by the distster; and (3) for any loans or portions of loans in
excess of/y that amount, the interest rate will be that prevailing in the
private market for similar loans, as determined by the Secretary. All
such loans shall be repayable at such times as the Secretary may deter-
mine, taking into account the purposes of the loan and the nature and
effect of the disaster, bt not later than provided for loans for similar
purposes under subtitles A and B of this title, and upon the full per-
sonal liability of the borrower and wpon the best segurity available, as
the Secretary may prescribe : Provided, That the security is adequate
to assure repayment of the loans; emcept that if such security is mot
available because of the disaster, the Secretary shall (i) accept as se-
ourity such collatergl as is awailable, a portion or all of which may
hoé depreciated im valué due to the disaster and which in the opinion
of the Secretary, together with his confidencé in the repayment ability
of the applicant, is adeguaté seowrity forithe loan, () malke such
Toan repayable ot such times as he may determine; not later than that
provided under subtitles A and B of this title, as justified by the needs
of the ‘applicait: Provided further, That for any disaster ocourring
after Jarmary 1,T975, the Secretary, if the loan is for -a purpose de-
soribéd in'subtitle B of this title, may make the loan repayable at the
end of o period of more than seven years, but not. more then twenty
yeary,if the Seoretary detérmines that the need of the loan applicant
justifies such a longer repayment peviod : Provided furthér, That not-
withssanding the provisions of any other law, awy loan made by the
Small Business Administration in connection with a disaster ocour-
ring on or after the date of ennctiment of this amendment under section
7(D) (1), (8)y or(4)-of the Small Business Aot shall bear interest at
thériate determined in the first paragraph following section?(b) (8) of
such A;t' ;)1;’ loans under paragraphs (3), (8), (6), (?)y or (8) of
secteon, o > W, . ,

Sze. 6.(S”eb¢io% 825 of ‘the Avt is omended to read as follows: “The
Seevetary may delegute authority to any Staté director of the Farmers
Hame Administration to6 make emergency loans in any. area within
a State of the United States, Puerto Rico, or the Virgin Islands on the
santie terms”and vonditions set out in section 321 (a) without any for-
mhal ared: designation being made ' Provided, That the State director
;ind‘a thist"u ‘naturul Wisaster has substantially affected Bwenty-five or

e85 farming, ranching,-or aguaculture operations in the wrea?.

Sec: 7, At'the end of subtitle C of the Act; add a new section 329
stating s “An ~a‘pp’lzfcant'8éelcz‘ﬁ,g financial assistance based on produc-
tion kodsds must show habiad single jejh_‘te'r?m'ee awhisek conditutes a basio
part of his farming, ranching, or aguocedture operation has sustained
at leost a 20 g)efr centum loss of normal per acre or per animal produc-
tion as a result of the disaster.”.

S'R. 200
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» ;ng; 8. :;4?; the end of..subtitle €..of the Act; add a new section, 350
= gét ub&egue_nt loans, to continue the farming, ranching, or

gsugm} ure operation may be made under this subtitle on an anmual
4 ,Teor 'Z?t Yo emceed five additional years, to eligible borrowers, at
45 devaz_ ng gate of interest in the private market for similar loans
farmz’nmz;-ﬂw h‘y the Secretary, when the financial situation of the
oientlygt’o a’rew Zf;g,hor aquaculture operation has not improved suffi-
P A permat the borrower to obtain such financing from other

See. 9. At the ; 1
g :gad a;éj‘;ollowsimz of subtitle D of the Act, add a new section 345
. OFC. 545, On-or before February 15 of each calendar ;
gzngﬂewztk calendar year 1976, or 87;5/0]}, other date as may gb/:(g)gcezﬂd
ty . approprate Committee, the Secretary of Agriculture shall tes-
ufy before Cf Senate Uo'mm_ittee on Agriculture and Forestry and
4 ofm;}:e ommititee on Agriculture and provide justification in de-
= 4 (IS amount requested in the budget to be appropriated for the
i JMZg/ch;) Zlo:pi}z;ngéur c(;are; autlw'rn;zizeéi n fihe Consolidated Farm
ele act, as amended, and of the amo -

ot ot i A v o, e 4
. Fund a e Rur : ' .
And the House agree to the same. S i g i
Herman E. TALMADGE,
James Q. EasTLAND,
Groree McGoverx,
James B. Ariew,
Hueerr H. Humrarey,
Roserr Dorz,
Carr T. CurTrs,
Hexnry Brriuon,
Managers on the Part of the Senate.
Bos Bererany,
E. pE 1A Garza,
Arvin Bavpus,
Greny EncLisw,
Jack HieHTOWER,
Bergrey BepELL,
Ricmarp Novaw,
Wtiam C. Wameres,
Epwarp R. Mapican,
Ricuarp Krrry,
Managers on the Part of the House.

S.R. 290



JOINT EXPLANATORY STATEMENT OF THE COMMITTEE
OF CONFERENCE

The managers on the part of the House and the Senate at the con-
ference on the disagreeing votes of the two Houses on the amendment
of the House to the bill (S. 5565) to amend the Consolidated Farm and
Rural Development Act submit the following joint statement to the
House and the Senate in explanation of the effect of the action agreed
upon by the managers and recommended in the accompanying con-
ference report. The differences between the Senate bill and the House
amendment and the substitute agreed to in conference are noted in the
following outline, except for conforming, clarifying, and technical
changes: '

(1) Designation of emergency areas.

The Senate bill “authorizes” the Secretary to designate any area as
an emergency area for purposes of the emergency loan program if he
finds that a natural disaster has occurred in the area which substantial-
ly affected farming, ranching, or “oyster-producing” operations.

The House amendment “requires” the Secretary to make loans in
such situations; and strikes “oyster-producing” each place it appears
in the Senate bill and inserts in lieu thereof “aquaculture”, The H ouse
amendment defines “aquaculture” as meaning “husbandry of aquatic
organisms under a controlled or selected environment”. The House
amendment also includes under the definition of “natural disaster’”
the natural occurrence of certain biological organisms, including or-
ganisms known as “the Red Tide”.

The Conference substitute adopts the House amendment with an
amendment deleting the sentence which provides that “natural dis-
aster” shall include the natural occurrence of certain biological or-
ganisms, including the Red Tide.

The Conferees intend. however, that the Secretary of Agriculture
coordinate his activities with those of the Secretary of Commerce and
the Administrator, Small Business Administration, so as to insure
that all possible assistance will be made available to those engaged in
aquaculture who are victims of natural occurrences such as the Red
Tide. It is of particular concern to the Conferees that those engaged
in aquaculture, as defined in section 2 of this bill, not find themselves
in a “no man’s land” of disaster assistance where, through technical
interpretations of the law, they are unable to obtain disaster loan
assistance from either the Farmers Home Administration or the
Small Business Administration.

Therefore, the Secretary of Agriculture, working in conjunction
with the Secretary of Commerce, and the Administrator, Small Busi-
ness Administration, is directed to conduct a study and make a report
to the Congress on or before January 1, 1976, concerning the extent
of economic injury incurred by those involved in aquaculture, as de-

(5)
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fined in this bill, who are unable to produce and market a product for
human consumption because of disease or toxicity in such product
caused by the natural occurrence of certain biological organisms such
as, but not limited to, the Red Tide. The report shall include: (1)

deseriptions of programs under which loan gssistance is made available
to such disaster victims; (2) statistics setting forth the amount of
loan assistance provided ; (8} geographicdl aréas, or boundaries, with-
in which such assistance has beem previded; and (4) types of natural
occurrences of certain bielogical arganisms which have been covered
by loan assistance. _ : E

The Secretary is further directed to include in his report action
which has been, or is being, undertaken by the Executive Branch to-
resolve any proiﬂems which may involve disaster victims engaged in
aquacatture who apply for disaster loan assistance and to submit leg-
istative recommendations where existing legal authority is unclear or
in need of amendment.

(2) “COredit elsewhere” requirement.

Both the Senate bill and the House amendment provide that loaus
would be made only to victims of a disaster who are unable to obtain
sufficient eredit elsewhere at reasonable rates and terms.

The House amendment provides that thig “credit elsewhere” require-.
ment shall not apply te loan applications filed prior to July 9, 1975.

The Oonference sabstitute adopts the House amendment. 1t is, how-
ever, the intent of the €onferees that the “credit efsewhere’ require-
ment be implemented by the Farmers Home Administration in sueh
a manner as not to delay affording needed assistance to vietims of
disastets.

(8). Emergency laans for cvop or livestock changes.

'Fhe Semate bilk sattherizes loans for erep or livesteek changes deemed
desirable “as a result of changes in market demand sinee the eecur-
rence of the disaster”.

The Hawse amendment antherizes loans for cxop e livestoek changes
deemed desirable ‘“lyy the appliesnt’.

The Conference substitute adopts the House amendment,

(4) Interest rate on loans in excess of $H0,000.

The Senate bill provides (as under existing law) that the maximum
rate of interest for emergency loans made for actual lIosses would be
5 pexcent, per year.

e House amendment retains the Senafe provision but revises it
tQ ‘flrov‘lde that the amount eligihle for the 5 percent rate of interest
could mot. “exceed $100,000 per loan”. The balamee would be at the
interest rate prevailing in the private market for similar loans.

The (onference substitute deletes the limitation contained in the
House amendment. In taking this action, the Conferecs note that there
1s ne such limitation in the Small Business Act under which the Small
Business Administration makes disaster loans.

(&) Security end cotiateral for emergeney loamns.
The House amendment requires the Secretary to accept as security

for repayment of emergeney Yoans collateral whieh has depreeigted in
value because of the disaster if the collateral, together with the

-
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lender’s confidenee in the repayment sbility of the applipsns, is ade-
quate security. The Heuse amendment also :I;’EA%H‘E«S the Secretary to
make emergency loans if no collateral is available because of the. dis-
aster and tie lénder has suffictent confidence in the repayment ability
of the applicamt to assure repai'zement of the loan. In both cases, the
Seeretary is required to make the loans repayable at snch tirhes as he
may determine, as justified by the needs of the applicant (but not
Tater than the repayment periods for real estate loans and operating
lIoans under existing law). 4

TFhe Senate bill contains no comparable provision. L

The Conference substitute adopts the House amendment with two
thodifieations. The Conference substitute deletes the requirement that
loans be made in cases where no eollateral is available. ¥n cases where
the collateral has depreciated in value because of the disaster, the loan.
is required to be made if the collateral, together with the Secréfary’s
confidenee in the sppleant’s repayment ability, is adequate security.
(6y Special loans.

The Senats bill autherizes the Beeretary—with respechto any disas-
ter ogeurring between Januaxy 1, 1975, and July 1, 1976-—to make an
emergency loan. for an operating-type purpose for not more tham 20
years,if it is detexmined that the applicant’s financial need as a result
of the disaster justifies a longer repayment term tham that mormally
extended for operating loans, and~mm is adequate securiy to assure
repayment over the longer period. :

The House amendment retains the Sénate provision bnt makes it ap-
plicable with respect to sny disaster eccurritg dfter January 1, 1975.

Fhe Confarsnce substitute adepts the House amendment,

(7Y Interest rate on disaster loans made by the Small Business
Administration,

The House amendment provides that, netwithstanding the pro-
visions of any other law, any lepan madg by the Small Business Ad-
ministration m conneetion with a disaster oecurring on or after the
date of enactment of the bill shall bear interest az the rate determined
under section ?(a) (4)'(b) of the Small Business Act; namely, at the
average annwal interest rate on all interest bearing obligations of the
United States) then forming a part of the public debt as comiputed at
the end of the fiscal year next &'eceding the date of the loan and ad-
justed: to the meamest omereightls of eme per centum pins one-fourth
of ene per ecentam per annum,

The Senote bill contains no comparable provision. (Under eXisting
law, the maximum rate of intevesy for disaster Feans made By the
Small Business Admanistration is 5 pereent per yedr and ig governeéd
by the imtlerest rate for FHA emergeney loans under section 324 of
the Consolidated Farm andt Rural Déveloprient Act. The Senate bill
and the House amendment amend section 324 of the Aet to provide
that the prevailing private market rate of interest for similar loans,
as determined by the Secretary, shall apply to the amount of any loan
in excess of the actual loss caused by the disaster.)

The Conference substitute adopts the House amendment with an
amendment that provides that loans made by the Small Business Ad-
ministration in connection with a disaster occurring on or after the

S.R. 290
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date of enactment of the bill shall bear interest at a rate that shall be
not more than the rate specified in the House amendment.

(8) Eligibility for assistance based on production loss.

The Senate bill provides that, in order to be eligiblé for emergency
loan assistance based on a.production loss, an applicant must show
that he incurred at least a 20 percent loss of normal per acre or per
animal production as a result of the disaster.

The House amendment retains the Senate provision but modifies it
to provide that the applicant must show that “a single enterprise
which constitutes a basic part” of his operation sustained at least a 20
percent loss. :

The Conference substitute adopts the House amendment. The
Conferees intend that the term “single enterprise” shall be construed
to mean enterprises which constitute parts of the applicant’s farm-
ing, ranching, or aquaculture operation. The following are examples
of “single enterprises”: (a) all cash crops; (b) all feed crops; (e)
beef operations; (d) dairy operations; (e) poultry operations; (f)
ho O‘Perations; and (g) aquaculture operations.

i “single ‘enterprise” which constituted not less than 25 percent
of the gross income from the farming operation is to be considered a
“basic” enterprise. Therefors, in order to be eligible for a disaster
loan, an applicant must have sustained at least a 20 percent loss of
normal per acre or per animal production as a result of the disaster
in one or more basic single enterprises.

(9) Useof the ACIF to pay administrative expenses.

The Senate bill provides that in the administration of the emer-
gency loan program, the Secretary may utilize funds from the Agri-
caltural Credit Insurance Fund to pay for administrative expenses
of the program.

The House amendment strikes the Senate provision.

'The Conference substitute deletes the Senate provision. The Con-
ferees note that, under existing law, the Secretary may draw what-
ever amounts are needed from the Agricultural Credit Insur-
ance Fund for administration of the emergency loan program.

(20) .Congressional authorization prior to any appropriations under
the Consolidated Farm and Rural Development Acty use of revolw-
ing funds.

The House amendment provides that amounts authorized to be ap-

propriated for the purposes of the Consolidated Farm and Rural De-
velopment Act for each fiscal year ending after September 30, 1976,
shall be the sums hereafter authorized by %aw. The House amendment
also provides that the Seeretary could utilize sums from the Agricul-
tural Credit Insurance Fund and the Rural Development Insurance
Fund during each fiscal year after September 30, 1976, only in such
amounts as may be authorized annually by law.

S.R. 290

The Senate bill contains no comparable provision.

In lieu of the House amendment, the Conference substitute provides
that on or before February 15 of each calendar year beginning with
calendar year 1976, or such other date as may be specified by the ap-
propriate Committee, the Secretary of Agriculture shall testify before
the Senate Committee on Agriculture and Forestry and the House
Committee on Af}'lculture and provide justification in detail of the
amount requested in the budget to be appropriated for the next fiscal
year for the purposes authorized in the Consolidated Farm and Rural
Development Act, and of the amounts estimated to be utilized during
such fiscal year from the Agricultural Credit Insurance Fund and the
Rural Development Insurance Fund.

Under the Conference substitute, the Secretary would be required to
testify and provide a detailed justification (1) of appropriations re-
quested for such items as the restoration of losses previously incurred
in the Agricultural Credit Insurance Fund and the Rural Development
Insurance Fund, direct loans and grants under the Consolidated Farm
and Rural Development Act, and salaries and expenses of the Farmers
Home Administration in administering programs authorized under the
Act, and (2) of amounts provided in the budget as estimated to be ex-
pended for the next fiscal year from the Agricultural Credit Insurance
Fund and the Rural Development Insurance Fund for such matters as
financing real estate loans, operating loans, emergency loans, water and
faclhty oans, industrial development loans, and community facility

oans.
Herman E. TArmapce,
James O. EastranD,
Groree McGovern,
James B. Auen,
Huserr H. HuMPHREY,
Roeert Dorz,
Caru T. Curris,
Hexry BrrnLmon,

Managers on the Port of the Senate.

Boe BereraND,
E. pE 1a Garza,
Arvin Barous,
GrLENN EncrisH,
Jack HicHTOWER,
BerrLEY BEDELL,
Rricmarp Noranw,
Winriam C. WaMpLER,
Epwarp R. Mapiean,
Ricuarp Krivy,
Managers on the Part of the House.
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S. 595

Rinetp-fourth Congress of the Mnited States of America

AT THE FIRST SESSION

Begun and held at the City of Washington on Tuesday, the fourteensh day of January,
one thousand nine hundred and seventy-five

An Act

To amend the Consolidated Farm and Rural Development Act.

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled, That the Consoli-
%altfd Farm and Rural Development Act (the Act) is amended as

ollows:

Skc. 2. Subsection (a) of section 321 of the Act is amended to read:
“The Secretary shall designate any area in the United States, Puerto
Rica, and the Virgin Islands as an emergency area if he finds that a
natural disaster has occurred in said area which substantially affected
farming, ranching, or aquaculture operations. For purposes of this
subtitle ‘aquaculture’ means husbandry of aquatic organisms under a
controlled or selected environment.”.

Sec. 3. Subsection (b) of section 821 of the Act is amended as
follows:

(a) in the first sentence after the words “major disaster” insert
“or emergency”, strike the words “oyster planters” and “oyster
planting” and insert in lieu thereof the words “persons engaged
in aquaculture” and “aquaculture”, respectively; and

(b) delete everything after the first sentence, strike the period,
and insert: “and are unable to obtain sufficient credit elsewhere
to finance their actual needs at reasonable rates and terms, taking
into consideration prevailing private and cooperative rates and
terms in the community in or near which the applicant resides
for loans for similar purpeses and periods of time. The pro-
visions of this subsection shall not be applicable to loan applica-
tions filed prior to July 9,1975.”,

Skc. 4. Section 322 of the Act is amended to read: “Loans may be
made under this subtitle for any of the purposes authorized for loans
under subtitle A or B of this title, as well as for crop or livestock
changes deemed desirable by the applicant: Provided, That such
loans may include, but are not limited to, the amount of the actual loss
sustained as a result of the disaster.”.

Skc. 5. Section 324 of the Act is amended to read: “Loans made or
insured under this Act shall be (1) at a rate of interest not in excess of
5 per centum per annum on loans up to the amount of the actual loss
caused by the disaster, and (2) for any loans or portions of loans in
excess of that amount, the interest rate will be that prevailing in the
private market for similar loans, as determined by the Secretary. All
such loans shall be repayable at such times as the Secretary may deter-
mine, taking into account the purposes of the loan and the nature and
effect of the disaster, but not later than provided for loans for similar
purposes under subtitles A and B of this title, and upon the full per-
sonal liability of the borrower and upon the best security available, as
the Secretary may prescribe: Provided, That the security is adequate
to assure repayment of the loans; except that if such security is not
available because of the disaster, the Secretary shall (i) accept as
security such collateral as is available, a portion or all of which may
have depreciated in value due to the disaster and which in the opinion
of the Secretary, together with his confidence in the repayment ability
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of the applicant, is adequate security for the loan, and (ii) make such
loan repayable at such times as he may determine, not later than that
provided under subtitles A and B of this title, as justified by the needs
of the applicant: Provided further, That for any disaster occurring
after January 1, 1975, the Secretary, if the loan is for a lpurpose
described in subtitle B of this title, may make the loan repayable at the
end of a period of more than seven years, but not more than twenty
years, if the Secretary determines that the need of the loan applicant
justifies such a longer repayment period : Provided further, That not-
withstanding the provisions of any other law, any loan made by the
Small Business Administration in connection with a disaster occur-
ring on or after the date of enactment of this amendment under sec-
tion 7(b) (1), (2), or (4) of the Small Business Act shall bear interest
at the rate determined in the first paragraph following section 7(b)
(8) of such Act for loans under paragraphs (3), (5), (6), (7),or (8)
of section 7(Db).”.

Skc. 6. Section 825 of the Act is amended to read as follows: “The
Secretary may delegate authority to any State director of the Farmers
Home Administration to make emergency loans in an{ area within
a State of the United States, Puerto Rico, or the Virgin Islands on the
same terms and conditions set out in section 321(a) without any for-
mal area designation being made: Prowided, That the State director
finds that a natural disaster has substantially affected twenty-five or
less farming, ranching, or aquaculture operations in the area.”.

Skc. 7. At the end of subtitle C of the Act, add a new section 329
stating: “An applicant seeking financial assistance based on produc-
tion losses must show that a single enterprise which constitutes a basic
part of his farming, ranching, or aquaculture operation has sustained
at least a 20 per centum loss of normal per acre or per animal produc-
tion as a result of the disaster.”.

Skc. 8. At the end of subtitle C of the Act, add a new section 330
stating: “Subsequent loans, to continue the farming, ranching, or
aguaculture operation may be made under this subtitle on an annual
hasis, for not ¥y excred five additionat-yenrs; TSNP horrowers, at
the prevailing rate of interest in the private market for similar loans
as determined by the Secretary, when the financial situation of the
farming, ranching, or aquaculture operation has not improved suffi-
ciently to permit the borrower to obtain such financing from other
sources.”.

Skc. 9. At the end of subtitle D of the Act, add a new section 345
to read as follows:
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“Skc. 345. On or before February 15 of each calendar year begin-
ning with calendar year 1976, or such other date as may be specified
by the appropriate Committee, the Secretary of Agriculture shall tes-
tify before the Senate Committee on Agriculture and Forestry and
the House Committee on Agriculture and provide justification in
detail of the amount requested in the budget to be appropriated for the
next fiscal year for the purposes authorized in the Consolidated Farm
and Rural Development Act, as amended, and of the amounts esti-
mated to be utilized during such fiscal year from the Agricultural
Credit Insurance Fund and the Rural Development Insurance Fund.”,

Speaker of the House of Representatives.

Vice President of the United States and
President of the Senate.



July 25, 1975

Dear Mr. Director:

The following bills were received at the White
House on July 25th:

8.55Y "
H.R. 5447 s
H.R. 5522 A4/
H.R. 7767

Please let the President have reports and
recammendations as to the approval of these
bills as soon as possible.

S8incerely,

Robext D. Linder
Chief Executive Clerk

The Honorable James T. Lymn
Director

Office of Management and Budget
Waahix:gton, D. C.





