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THE WHITE HOUSE ACTION

WASHINGTON

June 29, 1976 Last Day: July 2

MEMORANDUM FOR THE PRESIDENT

FROM: JIM CANN
SUBJECT: S. 2529 - Veterans Housing

Amendments Act of 1976

Attached for your consideration is S. 2529, sponsored by
Senator Hartke and ten others.

The enrolled bill amends VA housing statutes to continue
the loan guaranty and direct loan programs indefinitely;
extends eligibility under the VA home loan guaranty
program to veterans who served between World War II and
the Korean conflict; increases the maximum loan amount

for the VA direct home loan program; increases the maximum
mobile home loan guaranty; preempts certain State
constitutional usury provisions concerning interest rates
and makes technical amendments in VA housing law.

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

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

RECOMMENDAT ION

That you sign S. 2529 at Tab B.

Digitized from Box 47 of the White House Records Office Legislation Case Files at the Gerald R. Ford Presidential Library



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

JUN 25 1976

MEMORANDUM FOR THE PRESIDENT

Subject: Enrolled Bill 8. 2529 - Veterans Housing
Amendments Act of 1976
Sponsor - Sen. Hartke (D) Indiana and 10
others

Last Day for Action

July 2, 1976 - Friday Recommend action before June 30, 1976
to avoid termination of the direct
loan programn.

Purgose

Amends VA housing statutes to continue the loan guaranty

and direct loan programs indefinitely; extends eligibility
under the VA home loan guaranty program to veterans who

served between World War II and the Korean conflict; increases
the maximum loan amount for the VA direct home loan program;
increases the maximum mobile home loan guaranty; preempts
certain State constitutional usury provisions concerning
interest rates; makes technical amendments in VA housing

law.

Agency Recommendations

Office of Management and Budget Approval
Veterans Administration Approval
Department of Housing and

Urban Development No objection
Department of the Treasury No objection
Department of Agriculture No objection
Department of Justice Defers to VA and HUD
Discussion

S. 2529 combines a number of separate bills concerning the
VA housing programs which the Congress has been considering
since last year. As explained below, the Administration
has opposed some of its provisions and deferred to the
Congress on others. 1In its final form, this legislation



2

was apparently regarded as noncontroversial, since it passed
both houses by voice vote following agreements which made
a conference unnecessary.

Description of the bill. The following explains the major
provisions of S. 2529 and agency views on these provisions.

Continuation of VA housing programs.--Along with your
proclamation of May 7, 1975, designating that day as the
last day of the "Vietnam Era," you submitted legislation
to terminate the eligibility period for GI Bill education
and training benefits. Consideration of that legislation
by the Congress was expanded to include the question of
whether the VA housing programs as well should be terminated
for post-Vietnam era veterans. The Administration's position,
conveyed in VA reports and testimony, was that it had no
objection to either a congressional decision to terminate
or to continue these programs.

S. 2529 reflects a decision by the Congress to continue
housing benefits for post-Vietnam era veterans. It accom-
plishes this purpose by a technical amendment explicitly
providing loan guarantee benefit eligibility for veterans

who served in the armed forces after the end of the Korean
conflict (January 31, 1955). Under present law, such
eligibility is linked to eligibility for educational benefits;
thus, without this provision, termination of the education
program would terminate the loan guarantee program. VA

and OMB favor this perfecting amendment.

The bill would also provide for the indefinite continuation
of the Direct Loan Revolving Fund, which will have the effect
of making the direct loan program permanent. Present law
provides for the termination of the Fund not later than

June 30, 1976. VA favors this amendment and recommends
action on the enrolled bill prior to June 30, 1976 to prevent
termination of the Fund.

The direct loan program is intended to extend credit to
veterans to assist them in obtaining housing in rural areas
and small cities and towns where private financing is not
generally available. For the last few years, the Administra-
tion has been trying to encourage greater use of the guaranty
program in place of direct loans. The Congress, however,

has been leaning in the opposite direction, and has shown

an interest in removing the rural-only restriction on direct
loans, so that loans can be made in the inner cities. VA
does not want to get into this type of lending activity.
Disapproval of a bill extending the direct loan authority
might prompt Congress to 1lift the restriction.
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Expanded eligibility for loan guaranty benefits.--
Effective October 1, 1976, S. 2529 would grant eligibility
for housing loan guaranty benefits for the first time to the
approximately 255,000 veterans whose entire active duty service
occurred after the official termination of World war I1I,
July 25, 1947, and before the Korean conflict, June 27, 1950.
In reporting to the Congress on this provision, VA noted
that if the Congress decided to terminate the loan guaranty
program for post-Vietnam era veterans, it would be inconsistent
to extend such entitlement to this group of veterans, and
accordingly deferred to the Congress. VA now considers
the provision appropriate since the Congress has indicated
its desire to continue the loan guaranty program. VA states
that the proposed new eligibility would eliminate the present
inequity between the peacetime veterans who served between
World War II and the Korean conflict, and those who served
subsequent to the termination of the Vietnam era and are
presently eligible for the home loan program.

We believe that, on the merits, this is an inappropriate
provision. Coming, as it does, at least 26 years after

the affected veterans have left the armed services~-and
with service confined to a totally peacetime period--this
cannot be considered a readjustment benefit. It is, rather,
purely a bonus. In addition, it may set a bad precedent
and make it more difficult to terminate VA housing benefits
for future entrants to the armed forces.

Direct loan maximum.--Effective October 1, 1976, the
enrolled bill would increase the maximum direct loan amount
from $25,000 to $33,000 on the basis that the current maximum,
which was established several years ago, is inadequate.

A similar legislative proposal to raise the maximum direct
loan to $30,000 was opposed by the Administration because
available data indicate that the present loan ceiling is
sufficient to enable the average eligible individual to buy
a home.

Mobile home loan guaranty.--Effective July 1, 1976,
S. 2529 would increase from 30% to 50% the maximum loan
guaranty for a mobile home, including amounts for lot
acquisition and site preparation.

VA opposed this provision in reports to the Congress on the
basis that the present maximum is sufficient to protect
lenders and that increasing the guaranty would not result

in any increase in mobile home loan activity. The committee
reports take the view that the increased maximum guaranty
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will result in greater participation by lenders in the
program and a greater likelihood of secondary mortgage
market participation. 1In its attached views letter, VA
states that both of these features are highly desirable and
it will carefully monitor the program to assure that lenders
exercise necessary care in underwriting and servicing
guaranteed mobile home loans.

OMB continues to oppose this amendment for two reasons.
First, there is no evidence that an increase in the guaranty
percentage would increase activity by mobile home lenders.
Second, the increase could well lead to sloppy underwriting,
since the collateral would have to lose half of its value
before the lender could be hurt.

Federal preemption of certain State usury law.--The
enrolled bill contains an amendment proposed by Senator
Cranston to deal with a special problem that has arisen
in California which, under certain circumstances, adversely
affects FHA and VA mortgage activity in that State. Under
the California constitution, a usury rate of 10% was estab-
lished in 1934. Virtually all commercial lenders were
specifically exempt (for example, banks and savings and
loan associations), but the mortgage banking industry as
the primary originator of FHA-insured and VA-guaranteed
home mortgages developed later and has been interpreted
as subject to the constitutional provision. Consequently,
FHA-VA mortgage activity is severely restricted when the
yield on such mortgages reaches the usury ceiling.

The amendment in S. 2529, introduced in response to a
unanimous request by the California legislature, would
exempt FHA and VA mortgages on one-to four-family dwellings
from provisions of any State constitution or law which
limits interest rates chargeable by certain classes of
lenders while not imposing such limits on other lenders.
Any State could subsequently enact legislation to make

this Federal preemption inapplicable.

As a general principle, problems of this type are better

left to the States to rectify, rather than having the Federal
Government intervene with special purpose legislation.

In this instance, Justice and HUD have no objection and

VA reported to the Senate Veterans Affairs Committee that

it had no objection to the provision. Agriculture's views
letter on the enrolled bill states that the Farmers Home
Administration may seek similar coverage for its guaranteed
loan program.



Budget impact

Cost estimates for S. 2529 are provided in detail in the
table attached to VA's letter on the enrolled bill. Briefly,
only two provisions of S. 2529 carry significant costs.

{($ in millions)

PY 1977 5-Year
Cost Cost
Increase in direct loan maximum
to $33,000 2.7 23.9
Increase in mobile home guaranty
from 30% to 50% 2.6 27.6
All other .2 1.2
Total 5.5 52.7

The costs of the bill likely will level out close to the
estimated fiscal year 1981 amount of $15.1 million annually
for subsequent years. Nearly all of the costs will return
to VA in the form of loan repayments or loan sales.

Recommendations

VA recommends approval of S. 2529. Although VA opposed
increases in the maximum direct loan amount and the maximum
loan guaranty amount for mobile homes, the agency concludes
that its opposition to these provisions is not such as
would warrant a recommendation of a Presidential veto.

OMB has additional concerns about S$. 2529, as indicated
above, but we do not believe they are sufficiently serious
to warrant disapproval in light of the bill's strong
congressional support and the problems which would arise
if the direct loan program were allowed to lapse on

June 30, 1976.

,;Assistant Director’;:27

Legislative Reference

Enclosures



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

JUN 25 1975

MEMORANDUM FOR THE PRESIDENT

Subject: Enrolled Bill 8. 2529 - Veterans Housing
Amendments Act of 1976
Sponsor - Sen. Hartke (D) Indiana and 10
others '

Last Day for Action

July 2, 1976 - Friday Recommend action before June 30, 1976
. to avoid termination of the direct
loan program.

Purgose

Amends VA housing statutes to continue the loan guaranty

and direct loan programs indefinitely; extends eligibility
under the VA home loan guaranty program to veterans who

served between World War II and the Korean conflict; increases
the maximum loan amount for the VA direct home loan program;
increases the maximum mobile home loan guaranty; preempts
certain State constitutional usury provisions concerning
interest rates; makes technical amendments in VA housing

law.

Agency Recommendations

Office of Management and Budgéi Approval
Veterans Administration Approval
Department of Housing and

Urban Development No objection
Department of the Treasury No object@on
Department of Agriculture No objection
Department of Justice - Defers to VA and HUD
Discussion

S. 2529 combines a number of separate bills concerning the
VA housing programs which the Congress has been considering
since last year. As explained below, the Administration
has opposed some of its provisions and deferred to the
Congress on others. In its final form, this legislation

Attached document was not scanned because it is duplicated elsewhere in the document



THE WHITE HOUSE

WaAaSHINGTON

June 29, 1976

MEMORANDUM FOR: JIM CAVANAUGH
FROM: MAX L. FRIEDERSDORF W, 6\
SUBJECT : S.2529 - Veterans Housing Amendments Act of 1976

The Office of Legislative Affairs concurs with the agencies

that the subject bill be signed.

Attachments
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THE WHITE HOUSE
WASHINGTON

Note: President must sign before
June 30 to avoid termination of

loan program.
Judy 6/29



THE WHITE HOUSE

ACTION MEMORANDUM WASHINGTON LGG NO.:

Date: June 282 Time: 1000am
David LIssyﬁdi”'

FOR ACTION: Lynn May : ¢c (for information):  Jack Marsh
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FROM THE STAFF SECRETARY

DUE: ‘Date: June 28 Time: : :

SUBJECT:

8. 2?32 - veteazns housing amendments act of 1976

ACTION REQUESTED:

For Necessary Action For Your Recommendations

Draft Reply

Prepare Agenda and Brief

.

For Your Comments Draft Remarks

REMARKS:

please return to Judy Johnston, Ground Floor West Wing

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

If you have any questions or if you anticipate a :
delay in submitting the required material, please K. R. COLE, JR.
telephone the Staff Secretary immediately. For the President
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VETERANS ADMINISTRATION

OFFICE OF THE ADMINISTRATOR OF VETERANS AFFAIRS

June 18, 1976

The Honorable

James T, Lynn

Director, Office of
Management and Budget

Washington, D.C. 20503

Dear Mr., Lynn:

This is in reply to the request of the Assistant
Director for Legislative Reference for the Veterans Adminis-
tration's comments on the enrolled enactment of §. 2529,
94th Congress, entitled the “Veterans Housing Amendments
Act of 1976."

This omnibus measure would make a number of amend-
ments to chapter 37 of title 38, United States Code, which
pertains to the VA loan guaranty program., The major provi-
sions of the enrolled enactment are: (1) increasing the
percentage of the VA mobile home loan guaranty from 30
percent to 50 percent; (2) increasing the maximum VA direct
loan amount to $33,000; (3) writing into chapter 37 of title
38 loan guaranty eligibility for post-Korean veterans; (4)
granting eligibility for loan guaranty benefits to veterans
whose entire active service occurred between World War II
and the Korean conflict; (5) providing for the continuation
of the Direct Loan Revolving Fund; (6) exempting certain
federally related housing loans from the provisions of
the constitution of any State which expressly limit the
rate of interest charged by certain classes of lenders,

Section 4 of S. 2529 spells out in chapter 37
of title 38, United States Code (section 1818), loan
benefit eligibility requirements for veterans who served
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after the end of the Korean conflict (January 31, 1955).
As currently worded, section 1818 of title 38 grants
eligibility for loan guaranty benefits to those persons
defined as eligible veterans by paragraphs (1) and (2)

of section 1652(a) of title 38. Section 1652 is in
chapter 34, which pertains to educational benefits. Thus,
unless this change is made, termination of the education
program would terminate the loan guaranty program.

In our report to the Senate on 8. 2529 (reprinted
beginning on page 24 of Senate Report No. 94-806, a copy
of which is enclosed), we noted that a number of bills
have been introduced in the Congress to either continue
or terminate eligibility for educational and loan guaranty
benefits for post-Vietnam era veterans. We deferred to
the Congress on whether or not these veterans should
continue to receive loan guaranty entitlement.

The Congress has now concluded that the loan
guaranty program should continue and be made permanent
(see page 9 of Senate Report No. 94-806).

In view of this legislative determination, we
think it logical to have all eligibility requirements for
loan guaranty benefits contained in chapter 37 of title 38,
rather than relying by reference upon eligibility criteria
for educational benefits. Accordingly, we favor section 4,
This is a perfecting change, and its enactment would
not result in any additional cost to the VA.

Section 2 of the enrolled enactment would add
a new section 1807 to title 38, which would grant eligi-
bility for loan guaranty benefits to the approximately
255,000 veterans whose entire active duty occurred during
the period after the end of World War II and prior to the
Korean conflict (after July 25, 1947, and before June 27,
1950). To be eligible, such veterans either must have



served on active duty for a period of more than 180

days and been released or discharged under conditions

other than dishonorable, or been discharged after a shorter
period of active duty for a service-connected disability.
This would be the first time these veterans would

receive eligibility for GI loan benefits.

In our report on S. 2529, we deferred to the
Congress on the enactment of this proposal, pending a
determination on whether or not the loan guaranty pro-
gram would be continued.

Inasmuch as the Congress has now indicated
they desire the loan guaranty program continued, we
consider extension of loan guaranty benefits to this
class of veterans appropriate. Doing this eliminates
the present inequity between the peacetime veterans who
served between World War II and the Korean conflict, and
those who served subsequent to the termination of the
Vietnam era, who presently enjoy the advantage of enti-~
tlement to the home loan program.

This provision would become effective October 1,
1976.

Due to the relatively small class of eligible
participants, the 5-year cost of section 2 would be
approximately $214,000 in general operating expenses,
plus outlays of approximately $271,000 from the Loan
Guaranty Revolving Fund and $750,000 from the Direct Loan
Revolving Fund, which will be recouped through repayment
or sale of loams.

Section 3 of the enrolled enactment would
increase the maximum direct loan the Administrator is
authorized to make under section 1811 of title 38,



United States Code, to $33,000. This increase will
become effective October 1, 1976. In our report to
the Senate on S. 2529, we commented on a similar pro-
posal which would have increased the maximum direct
loan amount to $30,000. We opposed that proposal on
the grounds that our data indicated that the present
direct loan ceiling of $25,000 is sufficient, in our
opinion, to enable the average eligible individual to
buy a home, Senate Report No. 94-806, at page 17,
however, cites data to support the contention "...that
nearly one~quarter of the veterans living in credit
shortage areas are unable to purchase suitable housing
for themselves and their families under the current
maximum restriction.'! Our opposition to this proposal
is not such as would warrant a recommendation of a
Presidential veto.

Section 5 of the bill would increase the
guaranty on mobile home loans from 30 percent to 50
percent, effective July 1, 1976, This proposal is
identical to Hi R 9063, 94th Congress. On October 15,
1975, the VA furnished the House Veterans' Affairs
Committee with a report setting forth our opposition to
H.R. 9063. This report is found on page 6 of House
Report No. 94-1129, which we enclose for your reference.
This opposition was reiterated in our report to the
Senate in S. 2529.

In the past, the VA has taken the position
that the 30 percent guaranty on mobile home loans was
sufficient to protect lenders exercising reasonable
care on mobile home loans to veterans, and that in-
creasing the guaranty would not result in any increase
in mobile home loan activity,

The Congress, after reviewing pertinent
testimony and material submitted by the mobile home
industry and lenders, has concluded that the increased
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guaranty amount is appropriate. This decision is -

apparently based upon a finding that the higher
guaranty would result in greater participation by
lenders in the VA mobile home program and a greater
likelihood of secondary mortgage market participation
in the program by either, or both, the Government
National Mortgage Association and the Federal National
Mortgage Association (see page 14 of Senate Report

No. 94-806).

An increase in lender participation in the
VA mobile home program and a secondary market for
such loans are both highly desirable features which
cannot be ignored. We will carefully monitor the
activities of lenders to assure that they exercise
the expected degree of care in credit underwriting
and in the servicing of guaranteed mobile home loans.
Accordingly, while we do not favor this proposal, our
opposition is not such as would warrant a recommen-
dation of a Presidential veto.

Section 6 of the enrolled enactment would
amend section 1823 of title 38, United States Code,
to provide for the indefinite continuation of the
Direct Loan Revolving Fund., In our report on Hi R.
10944, the similar proposal (that report is contained
on page 8 of House Report No. 94-1129), we noted
that such an amendment would be a perfecting change
and its enactment would not result in any additional
cost to the VA. Accordingly, we favored enactment of
that amendment.

Section 7 of S. 2529 would make a number of
editorial changes to chapter 37 of title 38, United
States Code, to reflect the governmental policy of
using terms not denoting gender, We consider these



changes to be appropriate. They will not, however,
result in any substantive change in the loan
guaranty program or involve any cost,

Section 8 of the enrolled enactment would
exempt VA loans, and certain loans insured by the
Department of Housing and Urban Development, from
usury restrictions of certain States which set
limits on interest in their constitutions, but only
if the State constitutional provisions apply to
only certain classes of lenders. This proposal was
specifically designed to apply to the State of
California (see page 17 of Senate Report No. 94-806),
and we believe only one or two States would actually
be affected by section 8. 1In our report to the
Senate dated June 1, 1976, on the proposal now
incorporated as section 8 (a copy of the report is
enclosed), we stated that this proposal would apply
to a small geographic area for only a limited time
period, and thus the cost impact upon the VA would
be minimal.

We voiced no objection to the enactment
of that proposal.

The estimated cost of enrolled enactment
S. 2529 for Fiscal Year 1977 would be $5,506,100,
and the total 5-year cost of this measure would be
$52,694,200, A more detailed cost estimate by
fiscal year and by section is enclosed.

For the foregoing reasons, I recommend
that the President approve S. 2529.

Sincerely, é;a///q

Bmty Admi nisiratnr in the absence of

RICHARD 1;, ROUDEBUSH
Administrator

Enclosures (4)



COST ESTIMATE FOR ENROLLED ENACTMENT S. 2529,
94TH CONGRESS ,

The total 5-year costs of S. 2529 are as follows:

General - Loan Gty. Direct Loan
Fiscal Operating Revolving Revolving
Year Expenses Fund Fund ‘Total
1977 $ 35,500 $ 2,617,600 $ 2,853,000 $ 5,506,100
1978 38,700 4,273,200 3,934,000 8,245,900
1979 43,400 5,445,400 5,038,000 10,526,800
1980 46,600 7,429,400 5,870,000 13,346,000
1981 49,900 8,109,500 6,910,000 15,069,400
Total $214,700 $27,875,100 523:665:666 §5233§z£§66

The costs of implementing Section 2, which would extend the
benefits of Chapter 37 to veterans who served between July 25,
1947 and June 27, 1950, based upon an estimated 255,000 newly
eligible veterans, are as follows:

_ Outlays
General Loan Gty. Direct Loan
Fiscal Operating Revolving Revolving
Year Expenses Fund Fund Total
1977 $ 35,500 $ 4,600 $150,000 $ 190,100
1978 38,700 26,200 150,000 ' 214,900
1979 43,400 55,400 150,000 248,800
1980 46,600 79,400 150,000 276,000
1981 . 49,900 105,500 150,000 305,400
Total $214,100 $271,100 $750,000 $1,235,200

Section 3, which would increase the maximum direct loan to
$33,000 would involve the following costs:

General Outlays
Operating Direct Loan
Fiscal Year Expenses Revolving Fund Total

1977 $0 $ 2,703,000 $ 2,703,000
1978 0 3,784,000 3,784,000
1979 0 4,888,000 4,888,000
1980 0 5,720,000 5,720,000
1981 0 6,760,000 6,760,000
Total $0 $23,855,000 $23,855,000
—_— CEm————eemesn




Section 4, which merely changes the placement of a definition
of eligibility for loan benefits, involves no costs in and of
itself.

The costs of increasing the guaranty on mobile home loans to
50 per centum in Section 5 are as follows:

General Outlays
Fiscal Operating Loan Gty.
Year - Expenses Revolving Fund Total
1977 $0 $ 2,613,000 $ 2,613,000
1978 0 4,247,000 4,247,000
1979 0 5,3%0,000 - . 5,390,000
1980 0 7,350,000 7,350,000
1981 0 8,004,000 8,004,000

Total 50 327,507,000 $27,804,000

Section 6, which is a technical amendment to permit the
continuance of the Direct Loan Revolving Fund, would involve no
costs,

Section 7, which is an editorial change to remove gender
references from chapter 37, would involve no costs.

Section 8 would exempt certain federally related housing
loans from the interest limitations imposed by the con-
stitutions of certain states. It would only apply to a
small geographic area for only a limited time period. Thus,
it would have minimum cost impact. '
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VETERANS ADMINISTRATI
OFFICE OF THE ADMINISTRATOR OF VETERANS AFFiinig
WASHINGTON, D.C. 20420

June 1, 1976

The Honorable

Vance Hartke

Chairman, Committee on
Veterans' Affairs

United States Senate

Washington, ‘D, C. 20510

Dear Mr, Chairmani

This will reply to your request for a report on
the amendment to S. 2529 proposed by Senator Cranston.

‘ Subsequent to your letter of November 12 requesting
this report, we received, by messenger, a revised text of
this amendment, Our report will be on this revised amendment.

The proposed amendment provides that the provisions
of the constitution of any State which expressly limit the
rate of interest charged by certain classes of lenders, and
the provisions of any law of that State which expressly limit
the rate of interest, shall not apply to (a) any loan or
‘mortgage secured by a one to four-family dwelling, when such
loan or mortgage is insured by HUD under title I or title II -
of the National Housing Act, or insured, guaranteed, or made
by the Veterans Administration under chapter 37 of title 38,
United States Code; or (b) &ny temporary construction loan
or interim financing if, at the time such loan is made, the
intention is declared to obtain permanent financing substan-
tially by means of loans or mortgages 80 insured, guaranteed,
or made,

This amendment would only apply to those States
which expressly provide interest ceilings in their State
constitutions, and only if such constitutional provisions
apply to ''certain classes of lenders,”" It would not apply

- to State constitutions which do not exempt any classes of
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"lenders from their usury provisions. In addition, current
~ State usury statutes which are not based on constitutional
interest ceilings would also not be affected.

Any State affected by the proposed amendment may,
however, enact a law which reimposes the interest rate limita-
tions made inapplicable by the proposed amendment, provided
the State statute is enacted subsequent to the passage of
S 2529,

We are not certain how many States would actually
be affected by this measure, but we believe it would be
only one or two States.

In addition, we believe the language of the pro-
posed amendment is somewhat ambiguous. As currently drafted,
" the amendment applies to State constitutions "expressly Lim-
iting the amount of interest...certain classes of lenders"
may charge. The constitution of the State of California
(Article XX, section 22), for example, sets a 10 percent
interest ceiling for all loans, except for those made by
certain enumerated types of lenders. It is not clear
~whether the language of the proposed amendment would cover
the California situation, though it is understood the amend-

ment is specifically designed to apply to that State.

Although this measure may cover only a few States,
many of the States which define usury by statute rather than
in their constitution provide an exemption‘for VA loans.

The proposed amendment would only affect the
Veterans Administration's loan guaranty. program during such
periods of time that the Administrator found the loan market
demanded an interest rate in excess of the interest ceiling
contained in the constitutions of affected states. We have
no way of determining whether these conditions would ever .
exist, or, if they should occur, how long they would last.



Should, however, these circumstances come into
being, the proposed amendment may help insure more sources
of both construction financing and VA guaranteed home loans
than would otherwise be available in affected States for
the duration of such periods.

In view of the fact that the proposed amendment
would only apply to a small geographic area for only a
limited time period, this amendment, if enacted, would have
minimum cost impact upon the Veterans Administration.

For the foregoing reasons, the Veterans Adminis-
tration has no objection to the enactment of the proposed
amendment to S. 2529. To the extent that this measure would
affect programs under the National Housing Act, however, we
defer to the Department of Housing and Urban Development.

. We are advised by the Office of Mahagement and
Budget that there is no objection to the presentation of

this report from the standpoint of the Administration 8
program, .

Sincerely,

'RICHARD L. ROUDEBUSH
- Administrator
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JUN 22 1976

Mr. James M. Frey

Assistant Director for
Legislative Reference

Office of Management and Budget

Washington, D. C. 20503

Attention: Ms. Martha Ramsey
Dear Mr. Frey:

Subject: S. 2529, 94th Congress
Enrolled Enactment

This is in response to your request for our views on the
enrolled enactment of S. 2529, an Act '"To amend chapter
37 of title 38, United States Code, to increase the
maximum Veterans' Administration's guaranty for mobile
home loans from 30 to 50 percent, to make permanent the
direct loan revolving fund, to extend entitlement under
chapter 38 to those veterans who served exclusively
between World War II and the Korean conflict, and for
other purposes."

The enrolled enactment would amend provisions of law
relating to veterans housing, in part, to: increase the
maximum amount of a direct home loan from $21,000 to
$33,000, make the direct loan program permanent, and
increase the maximum VA mobile home loan guarantee from
30 to 50 percent. This Department is primarily concerned
with section 8 of the enrolled enactment which would
provide for Federal preemption of a State constitutional
provision which limits the interest rates chargeable on
FHA mortgages and on VA mortgages by certain classes of
lenders while not imposing such limits on other lenders.



The intent of the measure with respect to title I loans is
not clear. The enrolled enactment would apply to a loan or
mortgage secured by a one- to four-family dwelling. Usually
home improvement loans are not so secured.

The legislative history of section 8 clearly indicates that
it is intended to apply only in California. Article XX,
section 22 of that State's constitution estalishes a usury
rate of ten percent but exempts virtually all commercial
lenders except mortgage bankers from its provisions. The
amendment was introduced in response to a unanimous request
by the California Legislature on April 16, 1975, Senate
Joint Resolution No. 12, that the United States Congress
provide relief from that State's constitutional usury
limitation.

This Department has no objection to the approval of this
enrolled enactment.

Sincerely,

Robert R. Elliott



THE DEPUTY SECRETARY OF THE TREASURY
WASHINGTON, D.C. 20220

Director, Office of Management and Budget
Executive Office of the President JUN 21 1976
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 8. 2529, the "Veterans Housing Amendments
Act of 1976."

The enrolled enactment would amend chapter 37 of title 38, United
States Code, to make the following changes in the veterans housing
program:

(1) Section Z would extend entitlement under chapter 37 to
veterans who served between World War II and the Korean conflict;

{2) Section 3 would increase the maximum direct loan amounts
under the program from $21,000 to $33,000;

(3) Section 4 would amend 38 U.S.C. 1818(a) to directly define
veterans housing eligibility within chapter 37 (a technical amendment);

(4) Section 5 would increase the maximum Veterans' Administration
mobile home loan guaranty from 30 to 50 percent;

(5) Section 6 would make the direct loan program permanent;

(6) Section 7 would make technical amendments to chapter 37,
mainly to remove gender references; and

(7) Section 8 would preempt any State constitutional usury provision
which limits the interest rates chargeable on FHA/VA mortgages by certain
classes of lenders -— at present section 8 would only apply to California.

The Department has no objection to a recommendation that the enrolled
enactment be approved by the President.

Sincerely yours,




DEPARTMENT OF AGRICULTURE
OFFICE OF THE SECRETARY

WASHINGTON, D. C. 20250

June 2 2, 1976

Mr. James M. Frey
Assistant Director for
Legislative Reference
Office of Management
and Budget
Washington, DC

Dear Mr. Frey:

This will reply to your request for our views and recommendations on
enrolled bill S. 2529, "Veterans Housing Amendments Act of 1976."
Since this bill does not directly affect the Department of Agriculture,
we will confine our comments to Section 8 of the bill which addresses
a subject of mutual interest.

Section 8 would exempt certain Department of Housing and Urban
Development and Veterans Administration housing programs from state
usury laws limiting the amount of interest which may be charged.

The Farmers Home Administration (FmHA) has reviewed Section 8 of

S. 2529, as amended, and may seek similar coverage for FmHA guaranteed
loan programs. We are concerned that the language of the bill is
ambiguous. For example, we note that while the constitution of the
State of California contains the usury law for that State, the State
of Maryland set its usury rate by State statute which may not be
affected by this Section.

The Department does not object to the approval of the bill.

Sincerely,

C;John A. Knebel ; /

Under Secretary



ASS‘S{"AN’T ATTORNEY GENERAL
LEGISLATIVE AFFAIRS

Bepartment of Justice
Washington, B.C. 20530

June 21, 1976

Honorable James T. Lynn .

Director, Office of Management
and Budget

Washington, D. C. 20503

Dear Mr. Lynn:

In compliance with your request, I have examined a
facsimile of the enrolled bill, S. 2529, "To amend chapter
37 of title 38, United States Code, to increase the maximum
Veterans' Administration's guaranty for mobile home loans
from 30 to 50 percent, to make permanent the direct loan
revolving fund, to extend entitlement under chapter 37 to
those veterans who served exclusively between World War II
and the Korean conflict, and for other purposes.”

The proposed S. 2529 would extend to veterans who
served exclusively between World War II and the Korean
conflict, home, farm and business loan benefits now avallable
to veterans who served during World War IT, the Korean
conflict or the period after Januvary 1, 1955. The bill
also would increase the principal amount of direct loan a
qualified veteran may receive. In addition, S. 2529 would
increagse from 30 to 50 the authorized percentum of a mobile
home loan to a veteran which the Administrator of the
Veterans Administration may guarantee. Under the bill, the
direct loan revolving fund established by the Servicemen's
Readjustment Act of 1944, would be made permanent. The
bill would also render certain state constitutional and
statutory usury restrictions inapplicable to locans on
mortgages where the loan or mortgage is insured under
Title I or Title II of the National Housing Act or insured
guaranteed or made under chapter 37 of title 38 of the
United States Code.

The bill does not appear to present any enforcement
problems not present in the existing statutory scheme of
loan benefits for veterans.



Therefore, the Department of Justice defers to the
Veterans' Administration and the Department of Housing and
Urban Development as to whether this bill should receive
executive approval.

Sincerely,

MICHAEL M. UHIMANN
Assistant Attorney General
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Mr. Hagrke, from the Committee on Veteraans’ Affairs,
submeitted the following

REPORT

[Pa accompany 8. 2528]

.The Committee on Veterans’ Affairs, to which was referred the
bill (S. 2529) to amend chapter 37 of title 38, United States Code,
to inerease the maximum Veterans’ Administration’s gneranty for
mobile home loans from 30 to 50 percent, to make permanent the direct
loan revolying fund, to extend entitlement under chapter 37 to those
veterans who served exclusively between World War II and the Ko-
rean conflict, and for other purposes having eomsidered the same,
reports favorably thereon with an amendment in the nature of a com-
mittee substitute, and recommends that the bill, as amended, do pass.

Coyemerrren AMENDMENT.

The amendment is as follows:

Strike out all after the enacting clawse and insert in Keu thereof
the following:

That this Act may be cited as the “Veterans Fousing Amendments Act of 1976,
Sec. 2. (a) Subchapter I of chapter 87 of title 38, United States Code, is
amended by adding at the end thereof the foltowing new section:

“§1809. Service after July 25, 1947, and: prior to June 27, 1950
“Each veteran whose only active duty service occurred after Fuly 28, 1947, and
prior to June 27, 1950, and wino—
“(1) zerved for a period of more than 180 days and was discharged or
released therefrom under conditions other than dishonorahble; ar
“{2) served flor & period of less than 180 days and was diseharged for a
service,cennected disability ;
shall be eligible for benefits of this chapter.”..
(b) The table of sections for subchgpter I of chapter 37 of titde 38; United
States Cade, is amended by adding at the end thereof. the following new item:
41807, Service after July 25, 1947, and prier to Fune 27, 1950.”,

(1)



2

Sec. 8. Paragraphd (2J'(A) and (8) of section 1811(d) of title 88, United
States Code, are amended— ‘ . a3

1) by striking out “$21,000” wherever it appears and inserting in liea
thereof “$30,000”; and . e O e 03

(2) by striking out *$25,600 wherever 1t appears and lnsertfig in lieu
thereof “$35,000”.

SEc. 4. Section 1818(a) of title 88, United States Code, is amended to read
as follows:
“(a) Bach veteran who served on active duty, any part of which occurred
after January 31, 1955, and who—
¥41) served for a period of .more than 180 days.and was Jisecharged or
released therefrom under conditions other than dishonorable; +1 -1 ¥

“(2) has served more than 180 days in an active duty status and con-
tinues on active duty without a break therein ; or

“(8) was discharged or released from-active duty after such date for a
service-connected, disability ; 5 .

shall be eligible for the benefits of this chaptet, subject to the provisions of this

on,”. -
m%téc 5. Section 1819(e) (8) of title 88, United States Code, is amended by
striking out “30 per centum’” and inserting in lieu thereof “50 percent” in the
rst sentence. .y ;
" ‘S::o. GFeSectlon 1823(c) of title 38, United States Code, {3 amended by striking
out before the period at the end of the last sentence “, and not later than June 30,
1976, he shall cause to be 80 deposited all sums in such account and a[l amounts
received thereafter in repayment of outstanding obligations, or otherwise, except
s0 much thereof as he may detérmine to'be necessary for purposes of liquidation
of loans made from the revolving fund and for the purposes of meeting com-
mitments under section 1820 (e) of this title”.
SEc. 7. Chapter 37 of title 88, United States Code, is amended—

(1) by striking out in section 1801(a) (2) “widow”, “her own”, and_“};er
husbgnd” wherever they appear and inserting in leu thereof #surviving
spouse”, “the spouse’s own”, and “the spouse”, respectively ; 3

(2) by striking out in section 1801(a) (8) “wife” and “her husband
wherever they appear and inserting in lieu thereof “spouse’ and “the
spouse”, respectively ; ]

p‘fa) b’y striking out in section 1802(b), including clause (3), “he” and “his”
and inserting in lieu thereof “the Administrator” and “the veteran-transfer-
ee’s”, respectively ; I !
i .(4) by striking out in subsections (c) and (d) of section 1802 “He”,
“him”, and “he” wherever they appear and inserting in lieu thereof “The
Administrator”, “the Administrator”, and “the Adminjstrator”, respgctxvely;

(5) by striking out in subsections (e) and (g) of section 1802 “him” ar}d
“his wife” wherever they appear and inserting in lieu thereof “the Adminis-
trator” and “the veteran’s spouse”, respectively ; !

(6) by striking out in section 1803(d) (3) “he” and inserting in lieu
thereof “the Administrator”; :

(7 striking out in section 1804(c) “he” and “his” wherever they ap-
pear and inserting in lieu thereof “the veteran” and “the veteran’s”, respee-
tively ;

i (8{ 'by striking out in section 1804(d) “he” and inserting in lieu thereof
“the Administrator” ; 3 !

(9) by striking out in section 1805(a) “his” wherever it appears and in-
serting in lieu thereof “the Administrator’s”;

(10) by striking out in section 1806(a) “his” and inserting in lieu thereof
“the seller’s” ; )

(11) by striking out in section 1810(a) “him”, “his”, and “he” wh?rever
they appear and inserting in lieu thereof “the veteran”, “the veteran’s”, and
“the Administrator”, respectively ; .

{(12) by striking out in gection 1811(b) “he™ and “He” and inserting in
lieu thereof “the Administrator” and “The Administrator”, respectively ; ;

(18) by striking out in section 18f1(e) “he” wheérever it appears and in-
sérting in lieu thereof “the veteran”; 51

(M)« by striking out in paragraphs (2) (A) and (8) of section 1811(«1)
“he” wherever it appears and inserting in lieu thereof “the Adminisfrator”;

(15) by striking out in section 1811(g) “him” and “he” and inserting in
lieu thereof “the Administrator”;

3

(18) by siriking out-in section 1811(k) “his” and “he”. wherever they
appear and inserting in lieu thereof “the Administrator’s” and “the Ad-
ministrator”, respectively ; ey

(17) by striking out in section 1815(a) “he” and insertirig in lieu thereof
“the Administrator”;

' (18) by striking out in subsectiong (a) and (b) of section 1816 “his” and
“he” wherever they appear and inserting in lieu thereof “the Administra-
tor’s” and “the Administrator”, respéctively; ’

(19) by striking out in section 1817(a) “him"” wherever it appears and
inserting in lieu thereof “the veteran®, by striking out “he” the first time it
appears and inserting in lieu thereof “the Administrator”, by striking out
“has obligated himself” and inserting in lieu thereof “is obligated”, and
by striking out “he” the second and third time it appears and inserting in
lieu thereof “the transferee’ ;

(20) by striking out in section 1817(b) “him” and “he” and inserting in
lieu thereof “the veteran” and “the Administrator”, respectively ;

(21) by striking out in paragraphs (1) and (3) of section 1819(c) “he”
wherever it appears and inserting in lieu thereof “the Administrator” ;

'(22) by striking out in paragraphs (1) and (3) of section 1819(d) “his™
and “he” wherever they appear and inserting in lieu thereof “the Adminis-
trator's” and “the Administrator”, respectively ;

(23). by striking out in paragraphs (4) and (5) of section 1819(e) “sub-
paragraph”, “he”, and “his” and inserting in lieu thereof “subsection”, “the
veteran”, and “the veteran’s”, respectively ;

(24) by striking out in subsections (f), (h), and (1) of section 1819
“he” wherever it appears and inserting in lieu thereof “the Administrator”;

(25) by striking out in clauses (1) and (b) of section 1820(a) “his” and
“he” wherever they appear and inserting In lieu thereof “the Administra-
tor’s” and “the Administrator”, respectively ;

(268) by striking out in section. 1820(a) (6) “him” and inserting in lieu
thereof “the Administrator” ;

(27) by striking out in paragraphs (1) and (2) of section 1820(e) “he”,
“him”, and “his” wherever they appear and inserting in lieu thereof “the
gdml;nistmtor", “the Administrator”, and “the Administrator’s”, respec-

vely ;

-:(28) by striking out in subsections (a) and (c¢) of section 1823 “he” and
“his” wherever they appear and inserting in lieu thereof “the Administrator”
and “the Administrator’s”, respectively;

(29) by striking out in section 1824 (d) “his” and inserting in lieu thereof
“the Administrator’s”;

(30) by striking out in section 1825 “he” and inserting in lieu thereof
“said person”; ;

(81) by striking out in section 1826 “he” and “widow” wherever they
appear and inserting in lieu thereof “the Administrator” and “surviving
Bpouse”, respectively ; and

¢32) by striking out in subsections (a) and (b) of section 1827 “he”
and “his” wherever they appear and inserting in lieu thereof “the Admin-
istrator” and “the Administrator’s”, respectively.

SEc. 8. (a) The provisions of the constitution of any State expressly limiting
the amount of interest which may be charged, taken, received, or reserved by
certa.m classes of lenders and the provisions of any law of that State expressly
limiting the amount of interest which may be charged, taken, received, or
reserved shall not apply to—

. (1) any loan or mortgage which is secured by a one- to four-family dwell-
ing and whicl; is (A) insured under title I or II of the National Housing
Act,. or (B) insured, guaranteed, or made under chapter 87 of title 38,
United States Code ; or

(2) any q;lzmporary construction loan or other interim financing if at
the time such loan is made or finanecing is arranged, the intention to obtain
permapent financing substantially by means of loans or mortgages so in-
sured, guaranteed, or made is declared.

(b) The provisions of this section shall apply to such loans, mortgages, or
other interim financing made or executed in any State until the effective date
(after the date of enactment of this section) of a provision of law of that
Btate Hmiting the amount of interest which may be charged, taken, received,
or reserved on such loans, mortgages, or finanecing.
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INTRODUCTION AND SUMMARY oF S. 2529, A8 REPORTED

The Subcommitiee on Housing and Insurance conducted hearings
on veterans’ housiniprograms on November 12, 1975. The hearings
reviewed Veterans' Administration housing programs in general and
the opération of the Veterans Housing Act of 1974 (Public Law
93-569), in particular, to determine whether or not veterans’ housing
benefits were being provided and administered as intended by Con-

ss. The hearing also examined pending legislation which inelnded
Chairman Hartke’s bill, 8. 2529, the Veterans Housing Amendments
Act of 1976 as well as S. 2159 and S. 2200.

The Subcommittee received testimony both in person and by sub-
mission fromr representatives of a number of interested erganiztions.
Testimony for the administration was réceived from spokesmen repre-
senting the Veterans’ Administration. Witnesses from veterane’ orga-
mizations included representatives of The American Legion, Veterans
of Foreign Wars, Disabled American Veterans, National :Association
of Concerned Veterans, and the Non Commissioned Officers Associa-
tion of the United States.

Other interested parties testifying or submitting testimony ineluded
the Mortgage Bankers Association of America, Manufactured Housing
Institute, National Association of Home Builders, National Assacia-
tion of Mutual Savings Banks, United States League of Savings Asso-
ciations, énd the National Savings and Loan League.

. On March 10, 1976, the full Committee met in open executive ses-
sion to consider housing legislation.

After adopting a number of amendments, the Comiittee wnani-
mously ordered S. 2529, with an amendment in the nature of a substi-
fuite Pavorably reported to the Senate for action. The basic provisions
of’ tﬁf Veterans Housing Amendments Act of 1976, as reported,
would
(1) Extend eligibility for housing benefits for the first time to
veterans whose service was exclusively following the official ter-
mination of World War IT and prior to the commencement of the
Korean conflict (after July 25,1947, and prier to June 27, 1950) ;

(2) Increase the Veterans’ Administration direct home loan
program maximum lean frony $21,000 to $30,000 and further in-
crease the maximum amount for a direct home loan in “excess
cost” areas from $25,000 to $35.000; .

{3) Amend the Veterans' Administration lean guaramty and
direct) home loan programs irto ongoing permanent programs;

(4) Increase the maximum Veterans’ Administration mobile
home loan guaranty provisions for the purchase of mobile homes
from 30 to 5O petdent §

(8) Make techniea) amendments to the Housing chapter (chap-
ter -37) of title 38, United States Code, to correct grammatical
errors and to remove unnecessary or wnwarranted gender refer-
ences; and

(68) Pre n}pt, under certain eonditions, State constitutional
itsm'_% rovisions which limit interest rates chargeable on FHA
and mortgages by, a eertain class of lenders but which do not
im;()lasa_z such rate linmits on mortgages made by another class of
lenders.
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A genaral discussion of the more ma{(or provisions of the reported
bill are set forth below. Additional hackground 1gaatena1 and expres-
siong af Committee views are set forth under the

ANaltathy infre,

CTION-BY-SECTION
BAckGROUND AND DISCUSSION

Veterans Housing Assistance Prograins

One of the mpst important Federal programs designed to aid vet-
erans and their families is the Veterans’ Administration housing
assistance program.

Housing or property assistance to veterans dates back to the early
days of our Nathon, During the Revolutionary War, the Continental
Cdhgyess nuthorized land grents ranging from 100 to 1,100 acres.

Duritig the Civil War, the Government established veterans’ prefer-
ence under the hewly authored homestead laws, Veterans were allowed
to dedueb certuin ti erit in military service from the total period
of time necessury to perdect title to land uhder the homestead acts. Up
to 4 years of orédit for military service was granted to the veteran.
Thug, a veteran qunlifying for the maximum 4-yeat eredit would only
be reyjtiréd te live on his land for 1 year to perfect title. Although
thdrd are no recetds regarding the amount of land homesteaded by
Oivil War yetorats, it sebns Hkely in view of the westward movement
following the war, that this preferemcd was a signifieant aid to
veterans, ; ;

Still another example of housing assistance was provided during
World War II unider the loan guaranty program. As integral part of
the origihgl Sertticeren’s Readjustment Act of 1944 (better known
as the GI bill of rights) provided vetetans, upon release from active
mididary servics, with federally gharantesd or insured assistamce in
purehiading suitable housing. These previsions, the foundation of the
durrent hotsing assistance program were motivited, in part, by the
memaries of the difficulties that veterans in the World War I postivar
era ensounitered and the determination by Congress that the veterans
of Wotld War 11 should not suffer similar housing hardshipk. Acéord-
ingdy,- the Survivemer’s Readjnstment Aot 6f 1944 providel means
whereby the veteran could obtain sufficlent faverable eredit to enable
hini tosheltey his fumtly.

Mah¥ veteruns, by sdrving in the Armed Forces, had missed oppor-
tunities to ebtablish themeelves in business. Many, by serving, had not
béen able to establish a eredit rating which could be the basis fo¥ bor-
réwhy the money heeded to acquire a home. With the enastment af the
GI bill veterans were placed on a more even par with their notiveteran

counteRpHrts; '

Undet the 1944 GT HiH, the total gusrantee could not exceed $2,000
ifi awy one case. Interest ori principh] loané guaranteed by the Admin-
iBfrate? could not exdeed 4 pércetit por a‘!{imii Interest on that paft of
the loan, mranteed by the Administrator was paid for the first year
dut 68 availble ugﬁr@pﬁmoﬁa

Vatiotid 8hé indh in the Act becamé evident duping the frst
vear of ppedation. Thud, Publie Law TD-288, énacted int 1945, amended
thé hotisie progrdm to cérrect the ebésrved deficietreies: Pubhc Law
79-268 doubled the maximum amount of guaranty and extended the
maximum maturities for real estate loans to 25 years. Other provisions
included measures designed to speed up the processing of applications.
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Certain supervised lenders were authotized to make VA guaranteed
loans without obtaining prior approval.

Various other changes in the law have been made from time to time
as warranted. For example, Federal money was made available to
support the market for veterans’ loans by providing for repurchase
of such mortgages by the National Mortgages Associations. The lender
was protected by making any evidence of gu‘arant{ or insurance issued
by the Administrator conclusive evidence of the eligibility of the loan
for guaranty or insurance entitlement under existing laws.

Garrent Program

Generally, all eligible veterans who served during World War II or,
thereafter are entitled to VA housing assistance provisions except for
those veterans who served exclusively after July 25, 1947, and prior to
June 27, 1950. Under the current program, as of January 31, 1976, the
Veterans’ Administration had guaranteed 9,298,960 loans in an aggre-
gate principal amount of $120.2 billion. In addition, more than 822,000
veterans have bought homes with the assistance of VA direct loans
totaling almost $3.2 billion; and nearly 14,000 severely disabled veter-
ans have received specially adapted housing grants from VA totaling
over $158 million. Under t{e VA loan guaranty program, the Veterans”
Administration inspects new houses during and after completion, All
houses securing guaranteed mortgages are appraised and a reason-
able value determined prior to any loan closing. Under the program,
a veteran is not required by the Govérnment to make a downpayment
and may take up to 30 years to pay. Despite the sharp rise in the price
of houses in recent years, nearly 70 percent of veteran home buyers in
1975 obtained no downpayment loans.

Veterans also have the option of pm{)ayin the mortgage without
penalty, Further, the veteran may be rele from Hability when he
sells his home. Amendments made by the Veterans Housing Act of
1974 (Pub. L. 93-569) make it possible for a veteran who has used his:
GI loan benefits to regain entitlement, provided the veteran has dis-
posed of that property and the loan has been paid in full, or another
veteran has agreed to assume the outstanding balance on a GI loan
and has consented to the use of his entitlement.

Restoration of entitlement was previously restricted by a require-
ment for a compelling reason for the veteran’s disposition of the prop-
erty, or loss of the property by condemnation or hazard. As a con~
sequence of the elimination of the “rompelling reason” requirement,.
nearly 4.8 million veterans whose GI home loans have been paid in
full are now potentially eligible for new loans.

Under the current program, veterans who are experiencing diffi-
culty in meeting mortgage payments are connseled by VA representa-
tives who work with the veteran to resolve the diffienlties that have
arisen or may arise. Nearly 85 percent of all defaults are cured and
withdrawn.

The last major changes in provisions governing the current housing.
program were made by the Veterans Housing Act of 1974. In addition
to the restoration of entitlement previously noted, the Act, recognizing
the increased costs of housing, increased the maximum home loan
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guaranty by 40 percent. Similarly, the specially adapted housing grant
(made to assist severely disabled veterans in constructing or modi-
fying their homes). was increased from $17,500 to $25,000. )

Prior to Public Law 93-569, the law provided that only supervised
lenders (those subject to State or Federal supervision and examination,
such as savings and loan associations, banks and insurance companies),
could make VA loans without prior VA approval. The Act authorized
VA to extend the automatic processing privilege to nonsupervised
lenders who meet standards prescribed by VA. These amendments sub-
stantially reduced the VA loan procesSing time for institutions that
handle nearly 70 percent of such home loans.

The ability to purchase condominiums with VA guaranteed loans
was greatly expanded by removing the previous requirement that the
Department of Housing and Urban Development have issued insur-
ance on at least one loan in the project. The mobile home program
was also significantly expanded and improved as discussed more fully
hereafter. 3

Under the current program, the VA guaranty generally results in a
veteran obtaining a loan at a more favorable interest rate. The max-
imum permissible interest rates on GI loans since 1950 are shown in the
following table:

TABLE 1.—VA INTEREST RATE PATTERN SIiNcE 1950

[Maaimum interest rate on VA gingle family home morigages]

Percent Date

AAPL o SREEL o OUBEL April 1950 to May 1953.
73§ Al s il St May 1953 to December 1956.
5 3 ! s December 1956 to August 1957.
514 August 1957 to September 1959.
534 September 1959 to February 1961.
514 February 1961 to May 1961.
514 May 1961 to February 1966.
5% February 1966 to April 1966.
5384 April 1966 to October 1966.
(] o bt s ; October 1966 to May 1968.
6 it gty May 1966 to January 1969,

L, b o : January 1969 to January 1970.
814 A P T T ¢ January 5, 1970 to December 1, 1970.
CL N TN T December 2, 1970 to January 12, 1971.
Thucnaearnl odil coe o do January 13, 1971 to February 17, 1971.
7f V3 February 18, 1971 to July 6, 1978.
7% July 7, 1973 to August 24, 1973.
8% August 25, 1973 to January 22, 1974,
814 January 23, 1974 to April 14, 1974.
814 April 15, 1974 to May 12, 1974.
83, May 12,1974 to July 7, 1974.
o Sttty : July 8, 1974 to August 18, 1974,
L7 S ¢ . August 14, 1974 to November 24, 1974.
o Yo% il . ; November 25, 1974 to January 20, 1975.
ol RS SIS ISR January 21, 1975 to March 2, 1975.
8- b : March 3, 1975 to April 27, 1975.
i) L ” April 28, 1975 to September 1, 1975.
9__ i AT 40 September 2, 1975 to January 4, 1976,
82’2 e o January 5, 1976 to March 29, 1976.
8% =3 i) March 30, 1976 to .

616067 G2
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%g),&%ﬁr, the maximurn interest rate on GI loans is 814 percent,
uring calendar vgreﬁr 195, the Veterans’ Administration gwaran-
teed 301,448 loans with a cumulative loan value of $8.9 billion as re-
flected eompuaratively in the following table :

TABLE 2.~GUARANTEED OR INSURED LOANS, DIRECT LOANS, PROPERTY MANAGEMENT

Cymplative Fiscal year—

through o
ltem June 30, 1875 1975 1974 1973
Number of loans, total (guaranteed or insuredy, oqprp- 9,107,433 290, 195 311, 260 365, 132
Home . 8, 789, 351 88 3$9, 266
Mobile home_ ... 44 13,653 zsgjgg 303;032 ’2,858
Fadin . _iilull Li 71,168 7
BUSINERS. et o o et 229,261 3
Amount of leans (thousands), total. .o ovovoaoocaaacas $114,399,991  $8,091,382  §7,709, 564 $8, 357,618
dddodd mtlatidd et d du ddo] 118, 307, 0 8,072, 7,663, 716 8, 7
Pafhac-4 (R s et | a8 &5, 725 % 2;9
Farm - 283,984 1 102 0
B icsor ol pus ey - sE A S P fon 652, 172 & 21 42

Amount of guaranty and insurance (thousands), total.... §56,083,301  $3,701,702  -§3,540, 168 $4, 051, 064
“ﬁb; It doshh st st vkt Do ddidrinas 57, 7%. ggcl' 3,605,888 3,526,442 8 ogg 625
0l

bite home . , 5,795 13, 683 ), 406
arm 120, 137 6 2 24
Business 184, 963 3 6 9
Defaults and claims:
Eefaults gl(or&(‘id---&--f----,a ------------------- 2, 33;. 2?0 11173, gS3 103,433 gg %%
oans in defaylt—end of peciad... £ i ) |
Defaults disposed of, tota'ﬁ-._. 2,29, 289 1?0, 4&? 1%%, g%g 93, 240
Cured of withdrawn__...., P 1,961,818 97,571 85,9247 78,377
Porent . v vouncsvannnruun s " 85.4 5. 6 A 84,1
Claims vouchered for paymemt.._.._..o.eeee-n 334, 562 15, 890 15,579 14 8
Rate per 1,000 loans Optstanding. . .- cemmrannancanomascemmmnen 15 3 4,
syeratglefnumber of loans outstANING - oo e oo em e 3,829,296 3,717, 364 3,708,
irect loans:
Number of loans fully &ISUTSBd. . ouanersbeuananes 22, 554 2, 665 2,608 930
Number of loans fully dishursed (fhnwsapds).---2 . 83, ?ao, 005 $49, 582 $43; 830 snif 861
Property management:
Number acquired. . 365, 464 17,060 17,610 1%, 221
Number soldly S0 il . 5o FIDEEL o prendtn Tl n s , 634 17,001 17,664 16, 182
Aumber redeemed. ... . sbiinhtbuss fesyi dapusse , 994 358 768
16, 836 10, 836 H, 135 11, 457

Number on hand—end of PArod. - oo----ooooomaon

On a cumulative basis, more than 60 pereent of all loans that have
been guaraniged by the VA were made to World War II veterans, 17,5
percent Korean conflict weternns, and 20 percent to post-Korean and
Vietnam era veterans. These figures reflect,of course, the larger num-
ber of World War I veterans and the longer period of time World
War II veterans have been oligible for the VA loans. During calendar
year 1975, howevar, of the loans guaranteed, about 75 percent went to
post-Korean and Vietham era veterans and sexrvieemen with less than
11 percent going to World War II veterans and 4.4 percent to Korean
conflict veterans.

The followinig table depicts the eumulative and calendar year loans
to veterans in the varlous periods and the -percentage of the total
loans guaransed:

TABLE 3.—VETERANS LOANS IN VARIOUS PERIGDS

Cumulative Parcent 1975 Percent

World War il 5, 500, 000 60.1 33,000 11.0

Korean conflict. . 1, 600, 000 17.5 13,041 4.4

Post-Korean and Vietnam era. 1, 860, 000 20.1 225, 485 75.2

Service persons..., 214,197 2.3 8, 224 9.4
< B PenBOO20
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Considering the large propoxtion of VA lonns made with no down;
payments, ﬁf overail gfﬁmlosure rate of 3.6 percent, through calendar
ear 1975 co s favorably with eredit msk experience with ather
oans. Generally, if a default cannot be eured and foreclosure ensues,
the VA msually acquires the property by securing the loan from txhig
mortgage holder and then sells it. Sincs the beginning of the Veterans
Administration loan program, 374,568 properties have been ,a,%un:etdl
and 363,865 have been dispesed of, leaving an inventery as of Decena-

r 31,1975, of 11,203 properties. 3
beLoa;xs est’mblishfg bI:)y sale of acquired properties are known as
“yendes nooounts” and are sold to private imvestors subject to-re-
purchsse in the event of default. Cumulatively, throngh December 31,
1975, mere than $4.1 billion of vendee accounts and $87.9 million of
direct lozns have been sald. . )

The Veterans’ Administrations housing assistance programs also
include a direct loan program which assists veterans Jiving in rurak
areas, small cities, and towns where VA guaranteed loans are not
available generally from private lenders. The reported bill would
make the direct loan program permanent as discussed, infra.

Veterans of 1947 to 1950
Since its creation in 1944, the VA housing assistance pregram has
been avaikable to all eligible veterans who served during Warld War IT
or thereafter with one exception: these veterans who perved in the
military exclusively after the official termination of World War 11,
Jaly 25, 1947, and prier to the commencement of the Korean conflict,
June 27, 1950, The period is 28 days short of 3 years and involves only,
a few of the mearly 30 million men and women who have served their
oomlt ¢ . .
Thery previous compelling gualification of service dnring a period
of war or conflict was eliminated by Congress with establishment of
entitlement for all veterans who honorably served after January 31,
1955 (Pub. L. 89-358). Thus, S. 2629 as reported, would extend en-
titlement under the veterans housing assistance program to those vet-
erans who served only during this 1947 to 1950 period. The Veterans’
Administration estimates this provision will extend housing assistance.
antitlement to 254,000 veterans who otherwise have not been allowed to
paxticipgte in the program.
Veterans® Administration Loan Guarenty Program Made Permanent
With the official termination of the Vietnam era on May 5, 1975, by
Presidential Proctamation, the Committee was asked by the Adminis-
tration to consider whether or not the veterans housing assistance pro-
gram should be continued and made permanent for all those who éntet
military service after that date. :
After careful deliberation, the Committee has concluded that the
loan guaranty program should be contimued and made permanent:
Over the past 30 years the VA loan guaranty program has in fact
been transformed from a short term readjustment assistance program
into a permanent on-going housing program. Through a series of
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amendments enacted by Congress; the most recent being the Veterans
Housing Act of 1974 (Pub. L. 93-569), the home loan program has been
¢onverted to a lifetime housing benefit program for generally all vet-
erans released since September 16, 1940. y ’
This group of more than 27 million veterans now have their entire
life to utilize this home loan benefit and can use the benefit as many
times as they wish if the property has been disposed of and the loan
has been paid in full (or another eligible veteran has assumed it).
Testimony received by the Committee strongly urged that the hous-
ing program be continued. (The Administration by contrast had no
recommendation favorable or unfavorable.) The condition of the hous-
ing industry, and the labor market are but two reasons why the veterans
housing program should be continued. The increased cost of materials,
escalating land values, labor costs, environmental conditions, and slow
growth policies among other things, have driven the price of existing
homes and new homes out of range of many people. Many veterans
have been nearly priced out of the market and without the VA home
‘liqaq prt})lgaam, their prospects for purchasing a home would be further
iminished.

Improvements in Mobile Home Loan Guaranty Program

S. 2529 would increase the maximum Veterans’ Adminijstration mo-
bile home loan guaranty from 30 percent to 50 percent. This amend-
ment, coupled with numerous changes made by Public Law 98-569,
should further improve and strengthen the VA mobile home loan pro-
gram. The Veterans Housin%‘ Act of 1974 (Pub. L. 93-569)- signifi-
eantly changed the Veterans’ Administration mobile home loan pro-
gram. Among other things, the act increased the maximum loan guar-
antee for single-wide mobile home loans from $10,000 to $12,500 and
increased the maximum loan for double-wide mobile home units from
$15,000 to $20,000 with a maximum guarantee of $27,500 for combina-
tion of a double-wide mobile home and an undeveloped lot. Alse, the
loan maturity for a double-wide home was extended from 15 to 20
years.

In addition, the act authorized the guarantee of used mobile home
units which meet Veterans’ Administration minimum reguirements
for construction, design, and general acceptability. Public Law 93-569
also amended the Federal Credit Union Act to increase the maximum
maturity of loafis applicable to mobile homes from 10 years to the
maximum maturities which are specified in section 1819, title 38,
United States Code, and section 2(b) of the National Housing Act.
This amendment was intended to allow greater participation by Fed-
eral credit unions in the Veterans’ Administration guaranteed mobile
home loan market. In addition, the act also provided the VA authority
to guarantee a loan for the acquisition of a lot when the veteran is
making necessary site preparations for the placement of a mobile
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home unit which the veteran already owns. By removing the termina-
tion date in the law which prohibited guaranty of mobile home loans
after July 1, 1975, the act made the mobile home loan guaranty pro-
gram permanent.

Finally, the 1974 Veterans Housing Act granted additional entitle-
ment to any eligible veteran who satisfactorily discharges his VA
obligation on previous loans, Thus, millions of veterans who served
in World War II or thereafter have renewed VA loan guaranty eli-
gibility which, among other things, can be utilized to purchase mobile
homes in retirement communities.

Additional amendments in the Veterans Housing Amendments Act
of 1976 discussed previously, would add to the pool of those eligible
for VA mobile home loans in the following ways: First, by author-
izing program eligibility for those who enter the service in the future
and second, by extending eligibility to some 254,000 veterans whe
served after World War zl.TI[I and prior to the Korean conflict.

In first authorizing mobile home loans in the Veterans Housing Act
of 1970, Congress recognized that many young veterans did not have
the resources to pay the rapidly escalating prices of conventionally-
built homes. As a result, the 1970 act authorized the VA to guarantee
loans on mobile homes in order to “make available lower cost housing
to lower income veterans, especially those who have been receﬁtl?
discharged . . ..

For example, mobile homes constitute 80 percent of all homes pur-
chased under $20,000. The average price of mobile homes per squares
foot is significantly lower than for conventional housing, Although
only 17,563 mobile }}ome loans in the amount of $156.8 million have
been guaranteed to date, it appears that those loans being made are
going to those for whom they were intended. The veterans obtaining
mobile home loans in fiscal year 1975 had a monthly income of $609
compared to $884 average monthly income for veterans receiving VA
loans for conventionally-built homes. The following table gives addi-
tional information as to financial characteristics of those purchasing
mobile homes:

TABLE 4.—FINANCIAL CHARACTERISTICS OF HOME LOANS

Mobile

Characteristics l:;:\: 7352:
Average maturity (MONthS).....ocuuiiesisranesinnerennerronnnrns
Average purchase price.. ) ....................................... Sg.égé $28 ggg
Averane loan afount. .. Lisasi vannpe bt ier i s b s e $9,455 $27,951
Average monthly income............. $609 $884
Average monthly housing expense $199 $323
Avctageigseafc n0 8] 5 o F el Krilag sEEE LRt l] A Gl $695 $3,156
Housing expense as a percent of monthly income................ 32.7 374
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- During fiscal vear 1915, a period of economic uneertainty, 2,200
applieatvons for mobile home loams were received of which 2,028 loans
amounting to $19.8 million, were guarantsed as reflected in the follow-
ing table:

TABLE 5-~COMPARISON OF MOBILE HOME LOANS

Pereent

1975 1974 change
Loans closed (number):
g?aratnteed or insured oy 5 2,028 5, 065 -60.0
T i et GO RCSR0 CRRFR Y0 SO W TR - Lo LT AL U L el ] o 1 TR TTAS B e R 1) 8
Lo, SR Y CYEF WG TN B YR ITE TN IO N 2,026 5, 062 ~—60.0
\ Selgs'éf( ...... 5 e S AT 2 0 4:2900.0
oans ¢ lamount):
;. - teed or insured $19, 264,000 $45, 725, 003 ~58,0
e e Al TVl 500 Ve DT AR, b LA T S S R wdbtudo il
NowE. bl B8l Bl 90 Sl ol inn L. Sy ibd o $19,118,901  $45, 725, 000 —58;0
{107 i el e A B M $19, 000 L W
Loans closed (average):
Guaranteed or insured... $9, 499 $9, 032 +5.0
(1] o il st 3 bl £ G o BPRR L E N 0 D fdcimmnsiszas
NOWEL ot s oidiid - Rk an s $9, 499 $9,032 +5.0
L U'?g&{& SRR ST T ST T YA 1 $9, 500 0 crmenraranesn
0ans c| ¢l c: g
Mobile homs only (rented space). 1,723 4,261 —60.0
Motile home orly {veteran owned lot)_____.__ . .. ... 9 416 —56,0
Mobile home with (site prep.). . . ........_.. £~2n 3 13 -7,0
Mobile home with (developed site). .. 91 279 —63.0
Mobite homs (undeévelopad lot with site prep.). ..o oo aenioaeae 20 93 -79.0
Loans closed (class-amount): 4
Mobile home only (rented space)...__.. $16,135,885  $37,739,677 58:0
Mobite home onlz vaterahowned lot). 2 oo i ol Liieas e by $1, 807, 242 , 625, ;g, 0
Mobile home with (site prep.)_ .. . ceceeiee o $37, 596 $134,173 .0
Mobile home with (developad site)____ ... ... 987, A 66.0
Mobile home (undevelcped ot with site prep.). —oeeeeocccamacamenn $231, 240 $989, 985 -N.8
Singte-wide mobile homes 7,026 5, 062 80,0
Double-wide mobile homes. 0 +200, 0
(TR L T S e Tl S A Bl Sl B e e N 15,727 14,708 46, 9
Loang indefault_________.______ Ji3LY 2,098 1,474 -14;2.0
Defaults as percentage of outstanding loans. - oo eeurncecmmemenannan 13.3 10.0 3.0
Properties on hand_____ .. .. .._... 0 | TERITEA S
Maximum inferest sate (p ). 12 B vdiieecndsntoe

In addition to the many improvements in the VA mobile home loan
program enacted into law in 1974, as diseussed previousty, Comgress
consrdered but did not enact a prepesal to inérease the maximum VA
mobile home guaranty from 30 to 50 percent. This proposal was not
approved principally because of the strong opposition registered by
LE&Y&terans’ Administration and the absence of sufficient supporting
evidence te jugtify the amendment. Given the strong opposition by
the VA and ¢he attendant uncertainties, the Committee, in its report,
indicated that it believed it prudent to “await further experience” of
the VA mebile home loan program in general and of the 1974 mobile
homa loan amendments in particular.

The Comniiftee, after examining the experience to date under
the revised 'V'A mobile home program, and after reviewing new per-
tihent mafertal, which has been submitted %o i, has concluded that
basic loan guaranty. In this connection a brief review of the factors
involved in the Committee’s decision is appropriate.

As originally enacted as part of the Veterans Housing Act of 1970
the guaranty by the VA was limited to 30 percent of the loan, which
was consistent, according to the Veterans’ Administration, with pre-
vailing practice, among private lenders. That is, a 30 percent guaranty
by the VA was in place of a 30 percent downpayment, the amount gen-
erally required for conventional mobile home loans. In 1974, pro-
ponents of increasing the guaranty argued that lenders were reluctant
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to fingnge V.A- mohile home loans if the guaranty wasonly 30 percent.
They also snggestad that if the Uuarantgﬂ 'gré', iﬁcﬁé%%&lgzo 5:09 éiggent
it would assure that either, or both thé (ioverpmient National Mort-
gage Association and the Federal National Mortgage Associstion
would includg VA mobile home loans in the secondsry market program.
Unfortnmate]y, little evidence was advanced to the Comnittes to sub-
stantiate either proposition.

At the same time, the Veterans’ Administration argued strénususly
that incregsing the gnaranty would have the %effeet of overpiotect-
g lenders so that some may lose incentive to exencise the expected
degree of care.” Such lack of cawe, the Véterans’® Administration
argied, would cause ill-advised loans to be made which would even-
tually inereage the number and sies of claims the VA would be
required to pay. Perhaps the most compelling argument however,
was the stizgestion that previous low participation in the mobile home
loan program would be cured by the smendments alrdady contained
in the 1974 legétldtion then undoyr consideration,

That expeetation has not besn renlized. For example, last July,
which is normally the busiest month of the year for the VA program
dnly 100 mobile home loams were guarantesd, The mumbbr of mobile
homes guaranteed during 1975 was 62 percent lower than 1974.
Undowbbedly, pose economic conditions contributed in substantial part
to this low level. Yet, even taking these conditions into account, it is
obvious thet the many amendments contained in the 1974 act-did not
preduce the incredsed program paiticipation by finameial institutions
anticipated by both Congress amd the inistration. Thus, the ques-
tion of whether lenders are refrpining from participating in the pro-
gram because of the 30 percent guaranty remains. Renresentatived of
the Manufacturers Housing Institats appearing before the Subcom-
mittee on Housing amd Insuramce testified that they believed the
reluctanos of financial institutions to participate in the VA loan pro-
gzam_évas “psychth g ological l;ald natnure”, Fpmther,'they said that there was

evidence that an increa ranty woul in i
b guaranty d result in increased losses.

Based on our numerous conversations tvith members of
the financin, community, there is a definite and intangible
Psych(?loglca deterrent with the 80 percenit figure. Many mem-
ﬁ;l:yse s;cmg)l !ﬁ%g%lot tlie’l%e&e tlhe adequaey oﬂha‘t mf;guré and'

ate hat the not wis ipate unti
4 ’11§%5i0 ,p&rceht- y y do not wikh to participate until
his aftitude was very apparent gt the World Congtess of
Mobile Home Financing, o ich MHI sponsored- ’iﬂn%h;fvog
last Uy&u An exartiple of their redsoning is in the follgw
hipothetical situntion: Tastallment loan officers . & smgil
towt ek which has not éﬁe 513' utilized the VA mobile
home program inveitightes it thoroughty and deeidek that he
wishe$ terhavethe bank’s partitipaticn. He has observied some
other Jending insbitution’s successes with thei# mohils home
program and submits his proposal ¢o the banids bosxrd of di«
réctonsi that they likewise participate. The bodrd; o6 dinectors,
comyidsda of -a local ddetor, lawjter, and real edtats offigial,
cemawler bhe mropotaly bus being ‘aécustomed: to a1r FEA in
sured rate of 90 percent, the GI insured ratead:60 perdsniboxr
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conventional homes, decided that the 30 percent feature is
completely inadequate. They either refuse to get into the pro-
gram or else do so by supplementing 1t with 100 percent in-
surance coverage. This coverage, which they must purchase
from a private insurance agency, is, of course, expensive and
the cost is passed along to the ultimate purchaser of a mobile
home,.

In this connection, the Committee notes that in contrast to 1974, the
Committee has received considerable evidence directly from financial
institutions that the increased guaranty of 30 to 50 percent is important
and that if adopted would increase overall participation in the VA
mobile home loan program. The Committee strongly urges a prompt
favorable decision in this matter. )

Finally, the Committee is aware of a study currently being conducted
by the Federal National Mortgage Association concermng the VA
home loan program. Although no formal commitments have been made,
the Committee understands that there is a much greater likelihood
today than in 1974 of secondary mortgage market participation in the
VA mobile home loan program if the guaranty is increased to 50

ercent. )

F Thus, given the paucity of mobile home loans being guaranteed by
the Veterans’ Administration, and the large number o Vietnam era
and other veterans who are in need of lower cost housing, particularly
given today’s economic conditions, the Committee believes 1t appropri-
ate to give the full benefit of any doubt to those who argue that the
increased VA guaranty will result in greater participation by lenders
in the program. e ;

u ’;hee I()Jor%fnit,tee expects, of course, that the Veterans’ Administration
will closely monitor the operation of this amendment to asc,e:rt-mn
whether or not lenders are applying the “expected degree of care” both
with respect to initial credit underwriting and to the servicing of de-
faulted loans. Should there be tangible evidence that particular lenders
are not exercising requisite care, the Committee believes that the Vet-
erans’ A dministration currently possesses adequate statutory authority
to respond to problems caused by individual lenders. Should clearly
manifested industry-wide problems develop, the Committee exE)ects
the Veterans’ Administration to inform the Committee promptly as
well as take appropriate administrative steps to protect the interest
of the Government. These measures could include reconsideration of
the maximum loan amounts that the VA would guarantee or the maxi-
mum allowable interest rate it would permit. 3

Finally, when the committee originally considered the Veterans
Housing Act of 1974, it urged the VA to give serious consideration to
exercising existing direct loan authority for _mobile homes. In its
report accompanying the act the Committee sald that it:

. . . wishes to stress that in terms of making more funds
available, the Veterans’ Administration direct loan program,
which has not been used to date, could be utilized for making
loans on mobile homes. The Committee strongly urges the VA
to examine the feasibility of making direct loans available in
rural areas for veterans desiring to purchase mobile homes
under this program.
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Since that time, no positive action by the Veterans’ Administration
has been taken. In light. of the low number of mobile home loans guar-
anteed by the Veterans’ Administration in 1975 and the continued de-
pressed state of the economy, the Committee believes the Veterans’ Ad-
ministration could, have appropriately made funds available which
would have provided more veterans with this lower cost housing.

The Committee is particularly concerned with the plight of many
of the 13,000 eligible veterans who are members of the Navajo Na-
tion and who are in desperate need of adequate housing. Direct,loans
for. mobile homes for these Navajo veterans and their families are
partjcularly needed and approlpriate. AR

Thus, the Committee strongly recommends that the VA utilize the
program to provide direct loans to these veterans and to others who
are having difficulties in obtaining adequate housing. Without this

istapce, veterans who live in credit-short areas are unable to pur-
chase smitable housing.

Veterans’ Administration Direct Loan Program

S. 2529, as reported, would also improve and make permanent the
Veterans’ Administration direct loan program. First authorized under
the Housing Act of 1950 (Pub. L. 84-475), the direct home loan pro-
gram is intended to extend credit to veterans for the purchase of con-
struction, repair, and alteration of homes and farmhouses in rural
areas, and small cities and towns where private credit is not generally
available. The Veterans’ Administration is authorized to designate
such rural areas, and small cities and towns as “housing credit short-
age areas”, if it finds that ]iriva-be credit is not generally available for
the making of guaranteed loans. Under the VA direct loan program,
veterans applg directly to the VA for loans. The terms are the same
as those in effect for guaranteed loans. The direct loan program is
financed through a revolving fund. That fund is reimbursed by prin-
cipal repayments on direct lIoans held by the Administrator and pro-
ceeds of any direct loans sold by him. The reported bill would make
permanent the direct loan revolving fund which otherwise is scheduled
to terminate on June 80, 1976, Termination of the fund would effec-
tively end the direct loan program for all eligible veterans.

Section 1811 of title 38 provides for direct governmental loans to
veterans who live in credit-short areas. These areas are defined in the
statute as rural areas, small cities, and towns. VA regulations further
dg%l(l)% credit-short areas by automatieally excluding communities over
30,000.

Approximately 80 percent of the geo hic area of the céunt
qualifies—about 3272,400p6f 3,000 connffas, %ﬁigs, ‘and political s’ﬁf)di;‘isz
sions—although it includes only about 19.5 percenit’ of the veteran
population. It has been estimated that there are approximately 5.4
million veterans who by virtue of their location and present status
would qualify for the direct loan program. However, enly 322.554 di-
rect loans in the amount of $3.2 billion have been approved during the
life of the program by the VA, The direct loan program has dimin-
ished since an apparent administration decision in 1971 to “phase out”
the program. In fiscal year 1970 some 8,500 veterans were aided by the
direet loan program with a loan value over $144 million. By contrast,
in 1975 only 2,665 direct loans in the amounts of $49.6 million were

61-666—76——3
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made, The direct loan revolving fund currently has in the drawing
account from the U.S. Treasury $1.025 billion of which $855.4 million
is available for direct loans. :

Cangressional intent with respect to the direct loan program has
often been frustrated by unnecessary red tape causing long delays
which discourage direct loan applications. A significant factor affect-
ing the number of direct loan applications has been the administrative
requirement that prior to the approval of a direct loan, the application
must be referred, in a time consuming process, from 3 to 6 private
lending institutions in the area where the property is located. Given
poor economic conditions and the difficulty many veterans have in ge-
curing adequate housing, the Committee believes that there should be
greater flexibility in the program and that greater use should be made
of the direct loan fund. {‘he Committee thus reafirms its commitment
to the direct loan program by deleting the scheduled termination date
of the direct loan revolving fund which assures its continuation as a
permanent program. .

S. 2529 Wouﬂ also increase the maximum direct loan amount to
$30,000 in addition to autherizing the Administrator to increase the
maximum diregt loan amount up to $35,000 in areas where he finds cost
levels so require, At present section 1811 sets the maximum direct loan
amount at $21,000 with discretignary authority to increase that figure
up to $24,000, . {

On QOctober 9, 1973, the Administrator (pursugnt to authority
granted him in section 1811(d) (2) (A) of title 38, U.S.C.) declared
that all areas designated as credit shortage areas under the direct loan
program qualified for the higher maximum loan which is evidence
to the Committee of the need for the amendments in the reported bill.

The direct loan program as originally established contained a for-
mula designed to provide that guarantee and surety programs should
be 60 percent of the direct loan program. However, Public Law 93-569
increased the guaranteed and insured programs for the base of $12,500
to $17,500 wifﬁ?out increasing the direcb%g:,n program. The original
base for guaranteed loans was $12,500 approximately 60 percent of
the direct loan amount of $21,000. By increasing the direct loan amount
to $30,000 with a maximum of $35,08’0 for those areas with extenuating
circumstances, S. 2529 restores the programs to their original parity.

A representative sampling of the 2,665 direct loans approved during
fiscal year 1975 indicates that the average loan approved by the Veter-
ans’ Administration was $18,650. The following table, showing States,
number of loans approved, and the average amount of the loans, is
representative of the direct loan program for fiscal year 1975:

TABLE 6.—DIRECT LOANS, FISCAL YEAR 1975

Average
Loans amount

State:
EEMOERR. £\ 00wt somns sascihninpisobbunstntes LS vl de woe 471 $17,256
e L e e v RS o SR S Ty A 3 DR A B B S e e 433 19,464
KenbuekYa . Sond oL it vonmis s nesliise TIisR e b R B v e 142 20,686
aine...... 104 18,735
Minnesota....... 247 17,974
Montana....... i 193 18,012
Oklahoma. . " 114 17,333
Virginia..,....... ; 43 20,629
Wisconsin....... 102 19,244

WYORTINE < oo 00 i iemeiiism s /sl M SER a0 6o o e R b e A 178 19,474
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No Toans were approved during all of fiscal year 1975 for the State
of Alaska, which the Committee believes is the result of the high cost
of housing there and the $25,000 limitation under the current program.

Agphcatlons received by VA for direct loans over the maximum
$25,000 have increased during four recent quarters. For the guarter
ending September 80, 1974, 12.6 percent of the applications were for
an amount in excess of $256,000. For the quarter ending December 31,
1974, 13.9 percent; for the quarter ending March 36, 1975, 19.8 per-
cent; and for the quarter ending June 30, 1975, 22.4 percent. This is
a clear indication that nearly ome-gnarter of the veterans living in
credit shortage areas are unable to purchase suitable housing for them-
selves and their families under the current maximum restriction.

A further indication of the trend in housing conditions is an exami-

nation of the average loan application for guaranteed loans. Of all the
loans approved during fiscal year 1975 the following percentage of
those loans were for the amount indicated: 20 percent were for %oans
under $19,975; 20 percent were for loans between $19,976 and $25,219;
20 pereent were for loans between $25,220 and $29,445 ; 20 percent were
for loans between $29,446 and $34,955; and 20 percent were for loans
greater than $34,956. With the increasing average for guaranteed loans
nearly 40 percent would be over the $30,000 ceiling that S. 2529 estab-
lishes and 60 percent of the applications would be greater than the
current maximum $25,000 for direct loans.
_ Though the number of direct loans which are projected to be made
in fiscal year 1977 will increase by 35 percent (if.the maximum is in-
creased from the present $25,000), it is important to remember that
only 2,665 direct loans were approved during fiscal year 1975; down
from 8,5?0 loans approved in fiscal year 1971. Apart from the Admin-
ustration’s reluctance to use the direct loan program during the first
half of this decade, the housing market, itself, may all but eliminate
the program during the last half of the decade without the incresse
in cedlings under the direet loan program. It should also be noted that
many veterans do not apply under the direct loan program because
they are deterred hy the current maximum laan amount. Tn light
of the eurrent average guaranteed loan, it may be reasonably inferred
that the number who do not apply for direct loans becanse of the
ceiling may greatly exceed those who do apply, Finally, it should be
observed that the eurrent balance in the direct loan revolving fund of
$855 million will be more than able ta accommedate increased applica-
tions for greater amounts.

State. Usury Low and Government Insured Home Mortgages

. Seetion 8 of S. 2529, as reported, would preempt a state constitu-
tional usury provision which limits the int,srest; Igtes chargeablz on
FHA/VA martgages by a certain type of lenders while not 1mposing
rate limits on mortgages made by other Jenders. At present, this section
W(’)I‘u}lld aé)pll)fj only. *t% California. )

e California Usury Law originated with the “initiati |
law” enacted in 1918 which set the%lsu"ry ceiling at 12 ;?&:;ﬁnuigg
an_amendment was adopted to the California Constitution, {Article
XX, See. 22) which reduced the usury céiling fo 10 percent. This
amendmens, however, specifically exempts virtually all commercial
lenders (for example, banks, and savings and Joan assoclations) from



18

its provisions, although the legislature is empowered to regulate the
exempted lenders, including the interest rates they may charge,

Historically, the development of the mortgage banking industry as
the primary originators of FHA-insured and VA-guaranteed home
mortgages in the United States did not occur until after World War
II. As such, this form of mortgage banking activity was not in exist-
ence when the 1984 California constitutional amendment was adopted.
Consequently, the mortgage banking industry has been interpreted as
subject to the 10-percent usury eeiling under the California consti-
tution. As & result, FHA/VA mortgage activity is severely restricted
in California when the overall yield on FHA/VA mortgages begins
to approach the 10-percent ceiling—denying to the intended bene-
ficiaries of these two Federal programs access to low-interest rate mort-
gage funds. During the credit crunches of 1960 and 1973, FHA/VA
mortgage activity was drastically reduced. ; : g

This is because during periods of high interest rates in California,
mortgage banking companies, in order to continue to do business must
ask exempted savings and loan institutions to close their FHA/VA
mortgages. In such cases, the savings and loan institution either
charges a fee for the service which increases the cost of the mortgage
to the borrower, or refuses to perfotm the service at all. In addition,
most savings and loan institutions generally do not originate subsidized
mortgages or perform the closing services (except for mortgage com-
panies they own). Also, for the last 4 1?:ezws, interest rates on interim
construction financing in California have been over the 10-percent
ceiling, thereby precluding mortgage bankers from this very impor-
tant activity. With mortlgfie bankers originating 80 percent of FHA /
VA mortgages, total FHA/VA mortgage activity is reduced by 70
percent when the FHA/VA interest rate reaches 9.5 percent in
California.

In this connection, répresentatives of the Veterans’ Administration
testified before the Veterans’ Affairs Subcommittee on Housing and
Insurance that:

The State of California, unlike most states, has a 10-percent
maximum which only applies to the mortgage banking in-
dustry and not to other major mortgage lenders. The high
interest rates in the open market in the past several years have
prompted a number of states to reexamine their usury laws.
The fact that California’s 10-percent usury ceiling is still in
effect continues to have the potential of forcing’ mortgage
bankers to cease their lender operations in California, when
the going rate exceeds the 10-percent maximum. By decreas-
ing the availability of mortgage funds and the level of com-
petition, a usury ceiling such as the one in effect in California
has the potential to do more harm than good during periods
when the market interest rate exceeds 10 percent.

The VA further testified that:

While we have no specific data with respect to the impact
that the California usury provision has on construction loans
affecting VA-guaranteed loan activity, it would appear that
removal of the usury ceiling to permit mortgage bankers to
Ea.rblfcislpaite in the construction loan market could only be

eneficial.
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The California constitution and the initiative usury law can be
amended only by a statewide vote. Measures can be put on the ballot
for congideration only by a two-thirds vote of the l{)egislature or hy
referendum after 500,000 registered voters have so petitioned. Secur-
ing a constitutional amendment has proven a difficult and costly proc-
ess. The California Legislature on April 18, 1975, unanimously passed
Senate Joint Resolution No. 12 petitioning the United States Gon-

ress to provide relief from the State usury limitation as applied to

HA/VA mortgages. That Resolution is as follows:

Whereas, at various times the 10-percent usury limitation
in the State of California has and may again severelg limit access
to national and international secondary money markets by drigi-
nators and sellers of home loans; and

Wherens, the constitutional usury limitation in California
precludes that segment of the. California lending indugtry most
interested and able to originate home loans for secofidary markets
from propiding this service in timtes of high ihterest rates; and

Whereas, the cyclical nature of the homebuilding industry,
which is so important te the California ecohbmy, is often ad-
versely affected by lack of available financing throngh FHA)VA,
Federal National Mortgage Association (?iove?m‘ment Natignal
Mortgage Asspciation, and .the Federal Iioine,, Loan Bank at pre-
cisely.the time when jobs are most needed, now, therefore, be it

Resolyed . by. the Senate and -Aaaem&@-pé the State of Cali-
fornia, jountly, That the Congress of the United States is rer
quested, to enact legislation W%:Flch will exempt from the usyry
limjtation in the State of California all mortgages, or deeds of
trust which are insured or guaranteed by the federal government,
or a mortgage intended for,delivery to the Federal National Mort-
gage Association, the Government National Mortgage Associ-
ation, the Federal Home Loan Bank or any other state or federal
instrumentality ; and be it further .

"Resolved, That the Secretary of the Sepate transmit a copy of
this resolution to the President and Vice President of the United
States, to the Speaker of the House of Representatives, and to
each Senator and Representative from California in the Congress
of the United States.

Section 8(a) of S. 2529, as reported, has the effect of exempting
FHA-insured, VA-guaranteed and insuréd mortgages, and interim
construction financing with permanent mortgages from the 10-per-
cent California constitutional usury limitation, and from the 12-per-
cent initiative usury law ceiling as applied to certain classes of
lenders. The latter exemption is a necessary precaution because it is
not clear whether the constitutional amendment to the initiative usury
law repealed the law in whole or only in part. . '

To reflect the Congressionat policy of permitting a State the pri-
mary oppertunity to determine its usury statutes, subsection (b) of
section 8 of the reported bill would allow the State to override the
exemption by taking the appropriate action at the State level to
reassert or restate any usury provision that may have been altered
or affected by passage of this amendment.
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In a letter dated December 5, 1975 to the Veterans’ A ffairs Conmit-
tee, the Chairman and Ranking Minority Member of the Subcommit-
tee on Housing together with the Chairman and Ranking Minorit
Member of the full Committes on Banking, Housing and Urban At-
fairs gave their express assent to the inclusion of FHA insured loans
in section 8 of S. 2529. This letter is reprinted in full under AceNcy
Rerorts, infra. Thus, section 8 will have the effect of placing mortgage
bankers in parity with other commercial lenders which have been
exempted from the constitutionality-set usury provision and subjected
to regulation by the State legislature.

Technical Amendments

S. 2529, as reported; makes a number of clarifying and conforming
technical amendl.)ments to the veterans’ housing chapter (chapter 87 of
title 38, United States Code).

First, because amendments in the reported bill make the program
available and permanent to all eligible veterans who served on or after
September 16, 1940, it is appropriate that certain technical amend-
ments be made to title 38, United States Code. S. 2529 would amend
section 1818 of title 38 granting home loan benefits to those veterans
serving after January 31, 1955. At present, the definition of an “eli-
gible veteran” entitled to chapter 37 benefits is found in section
1652(a) of chapter 34, title 38, pertaining to educational benefits.
By explicitly defining eligibility in géction 1818, veterans will have a
clear ready access to the eligibility and entitlement requirements for
housing benefits in the very chapter which authorizes those benefits.

S, 2529 also removes from chapter 37 unnecessary or unwarranted
gender references which do not affect the substanfive nature of the
programs.

Cost EsTrMaTes

In accordance with section 252(a) of the Legislative Reorganization
Act of 1970 fPubhc Law 91-510, 91st Congress), the Committde, based
on information Suplphed by the Veterans’ Administration, estimates
there would be tota outl_ags in fiscal year 1977 of approximately $5.5
million which is comprised of $37,100 for general operating expenses,
$261,000 for the Loan Guaranty Revolving Fund and $2.08 million for
the Direct Loan Revolving. Fund. The first-year cost increases grad-
;xalgy to $13.4 million at the end of 5 years as shown in the following

able:

TABLE 7.—5-YR COST ESTIMATES FOR S. 2529, 94TH CONG.
Outlays
Loan Direct
General guaranty foan
operating revalvi revdlvin
Fiscal year expanses fun, . fun Total
1976 ss mo) e i e o S R $17, 400 $861,500  $1, 076, 000 $1,948, 900
Transitfon quarter____ TREICE ] L.l 8,700 261, 000 705, 000 974,700
i g O e N Yo X 37,100 2, 623, 500 2, 800, 000 5, 460, 600
i SRR L] LT S 5T T W 42, 700 4,288, 800 3,370, 000 7,701, 500
1979 % 45, 800 5, 452, 100 4,115, 000 9,612, 900
pb: ) Btk At W L e R 49, 200 7, 436, 400 4, 635, 000 12,120, 800
198 o o el B o M st T 50, 700 8,094, 000 5, 270,000 13,414,700
Takel 5 = 251,600 29,017,300 21,965, 000 51, 233, 900
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The costs of implementing section 2, which would extend the benefits
of chapter 37 to veterans who served btween July 25, 1947, and
June 27, 1950, based upon an estimated 255,000 newly eligible veterans,
are as follows:

TABLE 8.—ESTIMATED COST OF SEC. 2 OF §. 2529, 94TH CONG.

e s

- ¥ 7 ¥ IR TR Ty
Outlays
Loan Direct
General guaranty loan
operating revolvin, revolvin,
Fiscal year expenses fun fun Total
332 . 3 Y LAES
$17, 400 0 $75, 000 $92, 400
8, 700 0 50, 000 58, 700
37, 100 $10, 500 150, 000 197, 600
42,700 41, 800 150, 000 234, 500
45, 800 gz, 100 150, 000 257, 900
49, 200 6, 400 150, 000 285, €00
50, 700 90, 000 150, 000 290, 700

251, 600 290, 800 875, 000 1,417, 400

Participation rates used to derive the above table have been esti-
mated based on VA experiencd with Korean conflict veterans. Claim
rates and amounts, property acquisition rates and amounts, and direct
loan volume and amounts have been projected based on past experience
with adjustments made for inflation.

Section 3, which would increase the maximum direct loan to $30,000,
or to $35,000 where cost levels require, would involve the following
costs:

TABLE 9.—COST OF SEC. 3 OF S. 2529, 94TH CONG,

Lodirls

Qutiays—

General  Direct loan
b operating revolvin
Fiscal year expense fun Total
1976 (6 mo)__ . 0 $995, 000 $995, 000
Trans(lgon quarter T iy 1] 655, 000 655, 000
197720 a3 L3N0 1008 0 2, 650, 000 2, 650, 000
A9 o R T TR 0 3,220, 000 3,220,000
L1 o S R AT SR 0 3, 965, 000 3,965, 000
1980 0 4, 485, 000 4, 485, 000
1981 L vl e s 0 T e NS Reeiie. Sl blelh 0 5, 120, 000 5, 120, 000
Totel. - o 0 21,090,000 21, 090, 000

Section 4, which merely changes the placement of a definition of
eligibility for loan benefits, involves no costs in and of itself.
The costs of increasing the guaranty on mobile home loans to 50 per
centum are as follows:
TABLE 10.—COST OF SEC. 4 OF S. 2529, 94TH CONG

Ea L]

Fa g 3
Outlays—loan
General guaranty
, operating molvn‘r:g
Fiscal year X expenses fu Total
- [$17 AT SLE
976 €8 mtds Lo it gead- adne bons L aearatagd. sl b ns "] 61, 500 $861, 500
irans‘%m G e DRl R s sl il e I 2 b g dh 1 e Pl i 0 sg("»l, 000 2€1, 000
977. ... £3 0 2,613, 000 2,613, 000
1978 L2 o S S % 0 4, 247,000 4,247, 000
IOI8LELLLC ISR, Gullls 2 0 5, 390, 000 5, 390,
1980 0 7, 350, 000 7, 350, 000
19812 M TSR ieE R L R LRI S (T A 0 , 004, 8, 004, 000
0

28,726,500 28,728,500
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Section 6, which is a technical amendment to permit the continua-
tion of the Direct Loan Revolving Fund, would invélve no costs.

In computing the above costs, operating expense estimates were
made by breaking projected workloads down into work units and ap-
plying experienced costs to éach item. In this process; property acquisi-
tion, maintenance and selling costs were taken into consideration as
well as the cost of claims, appraisals and originations.

Only cdgts were considered in this process and any income accruing
from direet loans or other portfolio loans produced from the sale of
properties has not been included.

TasuraTioN oP Vores Cast iIN CoMMITTER

Pursuant to section 133 (}li -of the Legislative Reorganization Act
of 1946, as amended; the following is a tabulation of votes cast in
persgit of by proxy of the Members of the Committee on Veterans’
Affairs on a motion to re{)orb S. 2529, with an amen'dment.in the nature
of a r}subptitute, favorably to the Senate:

Yeas<9
Vance.Hartke Clifford P. Hansen
érman E. Talmadge Strom Thurmond
Jennings Randolph Robert T. Stafford.
%}_an’ ranston il
ichard (Dick) Stone
John A. Durkin
Nays—0

Prior to this vote, an amendment offered by Senator Cranston to
add section.8 to the Committee substitute was adopted by yoice vote.

SECTION-BY-SECTION ANALYSIS AND EXPLANATION OF S. 2529

Section 1 i .

- 'This section provides that this act may be cited as the “Veterans
HouSing Amendments Act of 1976.”

Section 2

Subsection (@) amends sybchapter I of chapter 37 of title 38, United
States Code, by adding a new section 1807 W%ich extends entitlement
under chapter 37—Housing, to those veterans who served exclusiyely
bétween World War II and the Korean conflict (after July %15,
1947 and prior to June 27, 1950). Approximately 254,000 veterans who
served only during this"perio OF time will become eligible under
section 1807. By extending entitlement to such veterans, any eligible
veteran who served on or after September 16, 1940 will be eligible
for a guargntéed, insured or direct loan from the Veterans! Admin-
istration. - - -

Subsection {b) would amend the table of sections for subchapter 1
of chapter 37 of title 38, United States Code to reflect the creation of
new gection 1807.

Section 3

Clause ¥ wmould amend paragraph 2 of section 1811 of title 38,
United States Code; to increass the Veterans’ Administration direct
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loan program in rural “housing eredit shortage areas” from $21,000
to $30,000. ; :

Clause 2 would amend paragraph 8 of section 1811:(‘(1‘)‘ to.incr
the maximum amount for the direct loan program in egcg;ﬁ cost?’
areas from $25,000 to $35,000, Currently, nearly 80 percénk p_i /the
country is designated as housing credit shortage areas in- Fyral en-
virons and small cities or towns which are not near large mefropoli-
tan areas.

Section 4

This section amends section 1818(a) of title 38, United States Code,
to make a technital clarification by directly defining veterans 'housing
eligibility within chapter 37 rather than by authorizing by reference
to another chapter in title 38. Such technical clarification will provide
veterans with ready access to eligibility and entitlement requirements
for housing benefits in the very chapter which authorizes those bene-
fits, No substantive change in the eligibility requirements is infended
by the technical amendments made herein.

Section 5

This section would amend section 1819(c) (3) of title 88, United
States Code, to increase the maximum Veterans’ Administration mo-
bile home loan guaranty from 30 to 50 percent. Currently, the Vetr
eraris* Administration is limited to a maximum guaxanty of 30
percetit.

Section 6 : .

This section amends section 1823 (c) of title 38, United States Code,
to make the direct loan program permanent. Currently, the Adminis-
trator is required by this section to deposit all sums in the direct loan
revolving fund with the Treasury no later than June 30, 1976 which
would have the effect of precluding any further direct loans after that
date. This section would remove that mandate, and hence insure that
the program would continue as a permanent one.

Section 7

This section makes numerous technical amendments to chapter
87—Housing, of title 38, United States Code to correct grammatical
errors and to remove unnecessary or unwarranted gender references.

Section 8 g 1
Subsection (a) would preempt a State constitutional usury provi-
sion limiting the amount of interest rates chargeable by certain classes
of lenders and the provisions of any Jaw of that State expressly limit-
ing the amount of interest chargeable by said lenders. :
%’qmgmph 1 of subsection (a) would limit such preemption to any
loan or mortgage secured by a one- to four-family dwelling insured
under title I or 1T of the National Housing Act, or insured or guaran-
teed under chapter 87 of title 38, United States Code. y
Paragraph 2 of subsection (a) would also apply the pre¢mption pro-
yisions to any temperary comstruction loan or other interim financing
if at the time such loan was made the intention to obtain permanent.
fihancing substantially by means of loans or mortgages is declared.
. Subsection (b) provides that the preemption proyisions of subsec-
ton (a) shall not apply in any State if that State subsequently enacts

»

a provisign limiting the interest rate chargeable on loans and

mortgages.
61-66676r——4
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Acency ReporTs

The Committee requested and received a number of reports from
the Veterans’ Administration, the Treasury Department, and the Office
of Management and Budget on several b;{fls pending before the Com-
mittee which would amend the present housing coverage for veterans,
These reports and other pertinent material follow : '

[No. 53]
COMMITTEE ON VETERANS' AFFAIRS, U.S. SENATE

. VETERANS’ ADMINISTRATION,
OFFICE OF TILE ADMINTSTRATOR OF VETERANS® AFFAIRS,
Washkington, D.C., November 12, 1975.
Hon. Vaxce HarTkE,

aﬁdz’;)mgn, Committec on Veterand’ Afatvs, U.S. Senate, Washington,

‘Dear Mr. Criairarax : This will respond to your lettér of Qctober 22,
1975, requesting & yeport by the Veterans’ Adwministration on S. 229,
gfhf} 7C(,>’ng1"ess, enfitled the “Neterans Honsing Amendiments Aet
of 1975,

The bill proposes to malke five amenditents to chapter 87 of title
38, United States Code, pertaining to the loan guaranty’ program.
Under this omnibus measure, veterans whose entire active service
occnryed between World War 11 and the I{orean conflict would, for
the first time, became eligible for loan guaranty benefits. The bill
woudd alse increase the maximum direct Joan.amount to $30,000, and
proyigde discrétionary authority for the Administrator to increase this
mammiu;} 16 $35,000, Fm;t.her,‘ S. 2529 would write jfito chapter 37 of
title 38 loan gunarvanty eligibility for post-Iprean veterins; rather
than relying by réference upoqeﬂgi}bil ty criteria found in chapter
34 which pertains to etluchtional benefits. Yn addition, the bill would
mcrease the percentage of guaranty by VA on mobile home loaiis from
30 percent to 50 percent. Lﬁlmlxlfy, 8. 2529 would provide fur confinna-
tion of the direet {oan revolving fund. ‘ [

Bections 2,4 and 6 of 8: 2328 showld be disenssed together,

Section 2 of the bill proposes to add a new section, 1807, to title 5,
which would grant eligibility far loan guaranty beuefits ta vetéigns
whose entire active duty occurred during the a‘[ggroi/;im_atgaly.3}3;931-,
period after what is considered the end of World War ¥ and prior.
to the Korean conflict (after July 25, 1947 and hefore June 27, 1950).
To be eligible, such: veterans must have either served on active duty
for, . period, of more thap 180 days and heen released or discharged
wnder conditions other thay dishonorable, or been discharfed after
any period of ‘active duty for a sexvice-coppected. disability. This
would, be the fixst time these veterans would have eligibility for GI'
loan benefits. R 4

Section 4 of S, 2529 would spell out in chapter 37 (section 1818) Toan
benefit eligibility réquirements for veterans wlio served after the end
of the Korean conflict (January 31, 1955). As currently worded, sec-
tion 1818 of title 38 grants eligihility for loan guaranty benefits to
thogs persong defined as gligi})le veterans by section 1652 (a), of tifle
38. Section 1652(a) defines eligibility for educational benefits.

Section 4 of S. 2529 would not alter present eligibility for loan bene-
fits. There are, however, currently pending before the Congress a num-
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ber of bills which would terminate eligibility for educational benefits
for persons entering military service after a fixed date. As we discussed
in our report dated September 30, 1975, on 8. 1805, termination of
cligibility for educational benefits would likewise terminate eligibility
for loan guaranty benefits unless the definjtion of an eligible veteran
was established under chapter 37 of title 38. The question of continning
to grant entitlement to loan guaranty benefits to incoming service per-
soumt!l was discussed in our report on S. 1805, aind, as stated therein,
the Veterans’ Adniinistration will defer to the'Cengress on this matter.
Should the Congress decide to terminate or continue eligibility for
loan gnaranty benefits of post-Vietnam era veterams, the Teterans’
Administration would have no objectjont |

urrently, all veterans with the minimum active service preseribed
by statute who served on active duty sirice September 16, 1940, are
eligible for. loan guaranty benefits, except for the approximately
955,000 whose entire period of“service was between World War IT
and thig Korean conflict (between July 25, 1947 and June 27, 1950).
Should ‘the Congress consider it appropriate to terminate the loan
guaranty program for persons who serve in the post-Vietnam era, it
would be inconsistent to extend such entitlement to veterans who served
only between World War IT and the Korean conflict. The Veterans’
Administration, therefore, defers to Congress on the enactment of

ection 2 of S. 2529.

Section 6 of S. 2529 would amend section 1823 (cY of title 38, United
States Code, to provide for the indefinite continuation of the Direct
Loan Revolving Fund. v
. As presently drafted, section 1823(c) provides, inter alia, that not
later t};’mn June 30, 1976, all sums iri the Direct Loan Revolving Fund
s?mll be deposited . with the Treasurer of the United States, to the
credit of miscellaneous receipts. This requirement will have the effect
of terminating the VA direct loan program on that date. Section 6 of
S. 2529 would delete that requirement from section 1828 of title 38.

The direét loan program was initiated to provide veterans iy turkl
aregs. who cannot get loans under the gugrantéed program, hotsing
benefits comparable to their peers who live in areas where loan motiey
is available from private sourcés. Congressional action on the divect
loan .program should be consistent with the Congress’ decisioh on

¥mingtion or continuation of the loan guaranty program. Ilius, the
VA ‘defers to Congress on énactment of section 6. "

- Section 3 of S. 2529 would amend section 1811(d) of title 38, United
States Codle, to increase the maximum direct loan amount to $30,000:
In addition, 1t authorizes the Administrator to increase the raximum'
direct loan amount up to $35,000 in areas where he finds cost levels so
reqyiye. (%resently, section 1811 sets the maximum direct loan amount.
§2I,6 , with authority to increase that figure up to $25,000.
* In viéw of the current costs of housing, the Administrator increased
the maximum direct loan amount nationwide to $25,000, effective
October 9,1973. In fiscal year 1975, the average direct loan application
was for $18,847. Seventy-seven percent of all -applications were for
Ioans where a total purchase price was less than $25,000, averaging
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$16,917. Only four percent of all gpplications were for houses gosting
over $30,000 while the.remsii_nir,igi) percent were for houses averaging
$27,246, In the first quartex of fiscal year 1076, 73 percent of all direct
loan applicatigns were for homes costing less than 525,000, The ayer.agi,rg

s

sale price in the category of homes costing $25,000 to $30,000 svas on

-

$25,686. 'The average of all loan applications received in thrg‘l uarter
' i

was only $19,688. Lt. would appear that the direct laan ceiling of
25,000 18 sufficient to enable the ‘zyverzwé‘ eligible individual to buy a
ome. The Veterans’ Administrationy ) crefore, opposes the projjosil
to increase the direct loan cpiling by 20 percent to $30,000. '

Section 5 of the bill would increase the guarantee on mobile home
loans from 30 to 50 per centum, ' " ]

The Veterans’ Administration’s present guarautee of 30 Jer centum
of the amount of any mobile home loan essentially stands in the ]‘51&(:3
of a 30 per centum down payment, To increase the guarantee to 5(') pé
gentum would accord lmllzlﬁl's and loan holders a security ¢QL1i‘y*q1e11t
to that derived from a 50 per centum down payment. There is presently
no indication that, in the finaneing of a mobile honie, lenders dre
demgnding a 30 pex centuimn downpayment, much less a 50 per centum
down payment. ) &) Arpeite G

A lender exercising reasonahle care in the origipation and ,sgtvicm_g
of VA guaranteed mobile home loans with the present 30 pej centum
guaranty has greater. protection against loss thap on conventional
loans with downpayments of less than 30 per centum. Increasing the
guaranty to 50 per -centum conld have the effect of over protecting
lenders so that some may lpse the incentive to exercise due care, thus
resulting in the making of ipoqr loans with the increase in both the
number and the size of claims the VA must pay, as a consequence.

Since the beginning of the VA mobile home loan guaranty program,
in approximately 60, percent of the cases where the‘V{&- has paid a
claim, the claim was for less than the maximum. Thus, in only about
40 percent, of the cases involving claims was the lender exposed to any
possible loss. A review of mabile home loan claims processed in the past
12 months shows that in 75 percent of the cases the lenders had no
loss whatsoever. Thus, it appears that as lenders gain experience mak-
ing mobile home loans, their position improves without any increase
in the percentage of the VA guaranty. i /

We have no-solid evidence to lead us to believe that increasing the
guaranty percentage would result in any appreciable increase in lender
participatior in the VA mobile home program. Reports on’industry
experience in the last two years indicate that lender participation m
conventional mobile home financing has varied with the availability
of investment funds and the rise and fall of interest, rates.

. We estimate that enactment of S. 2529 would require total outlays
during the remainder of fiscal year 1976 (6 months plus transition
quarter) of $2,923,600. This.amount includes $26.100. for general
overating expenses, expenditnres of $1.122.500 from the ILoan
Guaranty Revolving Fund, and $1,775,000 from the Difect Loan
Revolving Fupd. This Iatter amount would be recouped-throngh’the
repayment or sale of Ioans. Through the end of fiscal year 1981 (includ-
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g the trangition quarter), this bill would involve total outlays of
$51.233,900, comprised of $251,600 for ‘géntral dperating expenses,
29,017,300 from the Loan Guaranty Revolving Fund, and $21,965,000
from the Direct Loan Revelving Fund. A detailed breakdown-ef the
estimated costs of S: 2529 is attached. '

For the foregoing reasons, the Vetcrans’ Administration opposes
enactment of sections 3 and 5 of S. 2529 and defers to the Congress on
sections 2,4 and 6 of S. 2529. :

Weare advised by the Office of Management and Budget that there
is no objeetion to the presentation of this report from the standpoint
of the Administration’s program. i

Sineerely,
Ricmaro L. RoupEsusit,
Administrator,
Attachmernt.
5-YR COST ESTIMATES FOR S. 2529, 94TH CONGRESS
Outlays

Loan Direct

General “guaranty Toan

operating revolvin revolving
Fiscal year expenses . fun fund Total
19766 méd. ... .. .... - $17, 400 3861, 500 $1, 070, 600 $1, 948, 900
Transition quarter, ... .... 1L 8, 700 261, 000 708, 000: 974, 700

AR7PESE NG e 37, 100 2, 623, 500 , 800, 000 , 460, &

ppgas 1T RGO 42,700 4,288,800  3; 370,000 7, 701, 500
Wyeis b O 45, 800 5,452, 100 4, 115, 600 9,612, 960
L bt Ot OO oot e ol s 49, 200 7,436, 400 4, 635, 000 12, 120. 600
JoBfe £, A0 Yo o / gy edes . 50,700 8,094,000  5270,000 . 13,414,760
Total. .. 000 M o T AR o 251,660+ ' 29,017,300 21,965,000 51,233,900

The costs of implementing section 2, which would extend the benefits
of chaptey 8T to'veterans who served betwéen July25; 1947, and June
27, 1050, based upon an estimated 235.000 flewly éligible veterans, ame
as follows? ' TikE ; !

. 4 L4 v ' a r. A BRI, “'f 3 ) A0 XTI
Outlays.
g Loan Direct
General guaranty n

. wwperatirg fevolvin, revolving’

Fiscal year, expenses fun _ tunc « votal
TO76 06, M08 et bt o s v bt ik s P oEITARGDE) (9ch 25000 892
Teansition ouarter. - 8,700 0 350‘: 000+ ';58, %8
1910 oo s e St e L 37,100 go;sou' 150, 00G: ,197, 600
1978 ____ 42,700 1; 800 150, 000 234, 500

45,800 62, 100 150; 000" 257, 900,
49, 200 86, 400 150, 000 285, 600
50, 700 A ‘150,000 250, 700

2517600 zsdﬁo s 00k 2417400

. Participation: rates us¢d- to-derive the above fable haye been esti-
mated based on our experience with Korean conflict.veterars..Claim
rates and-amonnts, propexty acquisition rates,and ameéunts, and direct
loan volume and amounts have been projected based on past experierice
with adjustments made for inflation,
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Section 3, which would increase the maximum direct loan to $30,000,
or to $35,000 where cost levels require, would involve the following
costs:

b

e ———
Qutlays—
General Direct foan
operating revolvin,
Fiscal year expense fun Total
b0 ] IR SRS A e b el L i S L e K}
1 @m. .o SNTLA0 ERBae T8 e s 0 w00 5500
canpition quartertiotionre L1t Jibiernan b g B0 Uiy e ]
L i T ) 0 2,650,000 2,650,000
0 3,220, 000 3,220, 000
0 3, 965, 000 3, 965, 000
(] 4, 485, 000 4, 485, 000
(1] 5, 120, 000 5, 120, 000
Fotall Yoo HIALT L L ool L AU IT) L D L 0 21,090,000 21, 090, 000

PR SRS N TUPUS. . T W

Section 4, which merely changes the placement of a definition of
eligibility for loan benefits, involves no costs in and of itself.

The costs of increasing the gnaranty on mobile home loans to 50 per
<entum are as follows:

gty e L B I S ooy Y :

Qutlays—loan

General guaranty
operating revolvins
Fiscal year expenses fun Total
B976:(6 o). nrduiel) A1 LU OB TIRG L8 T 0 $861, 500 $861, 500
4 i 0 261, 060 261, 000
............ s b 0 2,613, 000 2,613, 000
,,,,,,, 0 4,747, 000 4, 247, 000
,,,,,,,,,,,,, 0 5, 390, 000 5, 390, 600
_____ 0 7,350,000 7, 350, 000
_______ 0 8, 004, 000 8, 004, 000
% 0 28,726,500 28,726, 500

I

Section 6, which is a technical amendment to pérmit the continua-
tion of the Dirert Loan Revolving Fund, would involve no costs.
In computing the above costs, operating expense estimates were
made by breaking projected workloads down into work units and ap-
plying experienged costs to each item. In this process, property acquisi-
tion, maintenance and selling costs were taken into consideration as
-well as the cost of claims, appraisals and originations. X
Only coists were.consideréd in this process and any income accruing

from direct loans or other portfolio loans produced from the sale of

properties has not been included.
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[No. 64]
COMMITTEE ON VETERANS’ AFFAIRS, U.S. SENATE

THe GENErRAL COUNSEL OF THE TREASURY,
‘Washington, D.C'., December 1, 1978.

Hon. Vaxce HArTKE,

Chairman, Committee on Veterans’ Afairs,

U.8. Senate, Washington, D.C.

Dear Mr. Cuamrman; The Department is concerned about the
possible adverse consequences of enactment of S. 2159, “To inctease
the availability of guaranteed home loan financing for veterans and
to increase the income of the National Service Life Insurance Fund,
and for other purposes,” which is being considered by your committee.

The bill would provide for the investment of the assets of the
National Service Life Insurance Fund in VA guaranteed mortgages
To finance the proposed investment activities, it would estab%is a
National Service.Life Insurance Investment Fund, to which the
Secretary of the Treasury would be required to transfer from the
National Service Life Insurance Fund such amounts, up to $5 bil-
lion, as the Administrator of Veterans’ Affairs may request. The In-
vestment Fund would pay interest to the Insurance Fund at the
average rate on loans purchased by the Administrator less 1 percent,
but not less than the average return on the other invested portion of
the Insuranceé Fund. The Administrator would also be autherized to
utilize the Investment Fund to purchase loans from the direct loan
revolving fund; to sell and guarantee any loans held in the Invest-
ment . Fund; to sell participation certificates in mortgages held by
the fund; and to utilize available funds in the loan guarantee and
%netét loan revolving funds to cover deficiencies in the Investment

und.

The proposed mortgage purchase program could increase Federal
outlays by up to $5 billion through the period ending on June 30,
1980. Increased Treasury borrowings in the market would be neces-
sary to finance the program. The increased Treasury borrowing would
add to inflationary pressures.

Under existing major Federal credit programs in the housing ares,
the Government assumes the loan risk gut private lenders originate,
provide the capital, and service the loans, Secondary market support
1s available from the Federal National Mortgage Association. It ap-
pears that the proposed VA mortia e purchase program would largely
duplicate the activities of FNMA. Tt is not clear what advantage the
proposal would have over continued reliance on existin private
market arrangements, apart from anﬁsubsidy to veterans which may
be provided under the proposal. The Department has no knowledge of
any need or justification for subsidies.

(1)
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The proposed changes in the investment of the National Service
Life Insurance Fund would constitute a major change from present
Federal trust fund policy. The major trust funds, including the NSLI
Fund, are now largely invested in special Treasury issues at rates
which approximate current Treasury. berrowing rates. The investment
in special Treasury issues is advantageous because of the safety and
ligmdity which it provides the funds. The Department believes that
the loss to the NSLI Fund in safety and liquidity which would result
from its investment in other than %reasury issues as proposed in the
bill would not, be justified by the possibility of increased earnings.

The proposed use of the NSLI Fund to purchase VA guaranteed
loans raises the general question of the extent to which trust funds
should be used to support particular credit market sectors. The pro-
posal could also lead to a ¢onfusion of the costs and benefits of the life
insurance and hoysing assistance programs. Moreover, there is a lack
of coincidence betiween the beneficiaries of the NSLI Fund and the
beneficiaries of the proposed mortgage purchase program. ,

In view of the foregoing, the Department is strongly opposed to the
bill. If Congréss should determine that an expansion in direct Fed-
eral lending under the VA housing ‘;iﬂxéog’rarfx is needed, the Department
Tecommends that it be fingnced thtéugh the regular appropriations

‘ocess.
p{%ﬁé Départment has been advised by the Office of Management; and
Bu ,ggzothatj théré is no objection to the submission of this report to
your, Committée ahd that enactment of S. 2159 would not be in accord
tith the program of the President.
Sircerely yours,

Ricuarp R. ArerecHrT,
General Counsel.
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[No. 651"
COMMITTEE ON VETERANS’ AFFAIRS, U.S. SENATE .

Execurive OFFICE OF THE PRESIDENT,
OrricE oF MANAGEMENT AND BuUpceT,
Washington, D.C., December 6,1975.
Hon. Vance HARTEE, ;

Chairman, Committee on Veterans’ A ffairs,
U.8. Senate, Washington, D.C.

Dear Mr. CeAIRMAN : This is in response to your request of July 31,
1975 for the views of this Office on g 2159, a bill “To increase the
availability of guaranteed home loan financing for veterans and to
increase the income of the Natjonal Service Life Insurance Fund, and
for other purposes.”

In their reports to your Committee on S. 2159, the Veterans’ Ad-
ministration’ and Department of the Treasury explain in detail their
reasons for strongly. opposing the bill. We concur in the views ex-
pressed by those agencies- and, accordingly, recommend against the
enactment. of S. 2159. Enactment of 8. 2159 would not, be in accord
with the program of the President. .

Sincerely. ’
James M. Frey,
Agsistant Director for
" Legislative Reference.
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WILLIAM PRCXMINE, WIS., CHAIRMAN

Vlinited Dlates Denale

ANTHONY 7. CLUPT,, MINORITY SYARY. DIRECTCR. COMMITTEE ON BANKING, HOUSING AND URBAN AFFAIRS
OTHELLA C. PRMPIER, CHIEF ELERK WASHINGTON, D.C. 20310

December 5, 1975

Honoreble Vance Hartke

Chairman

Veterans' Affairs Committee

41k Russell Senate Office Building
Washington, D. C, 20510

‘Dear Senator Hartke:

We, the undersigned, assent to the Veterans' Affairs Committee
considering the FHA section of Senator Cranston's Usury Ceiling
Amendment to the Veterans' Housing Bill, S. 2529.

It is our wnderstanding that this amendment only affects Cali-
fornia, there¢fore, we agree not to raise a jurisdictional
question on S. 2529 if this bill comes to the floor of the
Senate,

AT\ gl

b

Minority Mewber, Banking, Housing and
; Urban Affairs

"‘,Z’/‘-\»L /éf“"‘*’( LA Qi
t

Chlirnll"i; J using Subcommittee

ULt fora tS

Ranking Minority Member, Housing Subcommittee

Cuanges v Exisrine Law Mape By S. 2529, as ReporTED

In accordafice with subsection 4 of Rule XXIX of the Standing
Rules of the Senate, changes in existing law made by the bill, as
reported, are shown as follows (existing law proposed to be omitted
is enclosed in black brickets, new matter is printed in italie, existing
law in which no ehange is proposed is shown in roman) :

TITLE 38—UNITED STATES CODE

* * * * * * *
PART II—GENERAL BENEFITS
* * * * * * *

CHAPTER 37—HOME, CONDOMINIUM, AND MOBILE
HOME LOANS

SUBCHAPTER I—6@ENERAL

1801. Definitions.

1802. Basic entitlement.

1803, Basic provistons relating to loan guaranty.

1804. Restrictions on loans.

1805. Warranties.

1806, Escrow of deposits and downpayments.

1807. Rervice after July 35, 1947, and prior to June 27, 19590.

» * * * %* *. B

Subchapter I—General

§1801. Definitions I y
a) For the purposes of this chapter— . A n 1
1) The term “World War II™ FA} eans the period beginning on
September 16, 1940, an¢d ending on ﬂ?; 5, 1947, antf (B) includes,
in the casé of any vetéran who enlisted or eétiltisted'in a Regular com-
onent. of the Armed Forces after October 6, 1945, and before Odto-
jer 7, 1946, the period of the fivst such enlistment or reenlistment.
(2) The term “veteran” includes the FwidowQ survtving spouse of
any veteran ipcludj.n{% a persop who died ih the active milftary, naval,
or air service) who died from  service-¢dhnected diSability, but. only
if such [widow] siurviving spouse is not éligible for benefits under this
chapter on-the basis of [hey}the spouse’s own active duty. The dctive
duty of fher hushand] Zhe spouse shall be deemed to have been active
duty by sueh [widow] surviving spouse for the purpeses of this
chapter.
33)
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(8) The term “veteran” also includes, for purposes of home loans,
the [wife] spouse of any member of the Armed Forces serving on
active duty who is listed, pursuant to section 556 of title 37, United
States Code, and regulations issued thereunder, by the Secretary con-
cerned in one or more of the following categories and has been so listed
for a total of more than ninety days: (A) missing in action, (B) cap-
tured: in line of duty b§ a hostile force, or (C) forcibly detained or
interned in line of duty by a foreign government or power. The active
duty of [her husband} ke spouse shall be deemed to have been active
duty by such’ [wife] spouse for the purposes of .this ¢hapter. The
loan eligibility: of such [wife] spotsse under this paragraph shall be
limited to one loan guaranteed or made for the acquisition of a home,
and entitlement to such loan shall terminate automatically, if not used,
upon receipt by such [wife] spouse of official notice that [her hus-
band] ¢he spouse is no longer listed in one of the categories specified
in the first sentence of this paragraph.

(b) Benefits shall not be afforded under this ¢hapter to any individ-
ual on account of &érvice as a cotifdissiored officer of the Coast and
Geodetic Survey, or of the Regular or Reserve Corps of the Public
Health Service, unless such service would have quaRiﬁed such indi-
vidual forhepefits under title III of the Servicemen’s Readjustment
Act of 1944,

§1802. Basic entitlement

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

(A) on real propetty which the veteran owns at the time of
application; or af1¢ (

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

(b% Jn _comp%t;in the aggregate amount of guaranty or insurance
entitlement; available to a veteran under this chapter, the Administra-
tor may exclude the amount of guaranty or insurance entitlement used
for any guaranteed, insured, or direct loan, if—

‘(1) the preperty which secured the loan has been disposed of

y the veteran or has been destroyed by fire or other natural
azard; and
. {(2) the loan has been repaid in full, or the Administrator has
been reledsed from liability as to the loan, or if the Administrator
has suffered a loss on such loan, the loss has been paid in full; or

(3) an immediate veteran-transferee has agreed to assume the

outstanding balance on the loan and consented to the use of [his]

“
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the wetergn-transferee’s entitlement, to the extent that the entitle-

n?:nf: of ghe’ Vetelz;n-transferor'had been used originally, in place

of the veteran-transferor’s for the guaranteed, insured, or direct

loan, and the veteran-transferes otherwiss meets the reguireptents

of this chapter. ! :
The Administrator may, in any case inyolving circumstances [he}
the Administrator deems appropriate, waive one or more of the condi-
tions prescribed in clayses (1) and (2) above. ; :

ik ﬁAn honorable discharge shall be deemed to be a certificate of
eligibility to apply for a guaranteed loan. Any veteran who does not;
have a discharge certificate, or who received a discharge other than
honorable, may-apply to the Administrator for a cextificate of eligibil-
ity. Upon making ‘a loan guaranteed or insured under this chapter,
the lender shall forthwith transmit ta the Administrator a, report
thereon in such detail as the Administrator may, from time to time,
prescribed. Where the loan is.gudranteed, the Administratar,:shell
provide the lender with a loan guaranty certificate or other evidence
of the guaranty. [He] The Administrator shall also endorse, on the
veteran’s ‘discharge, or eligibility certificate, the amount and type of
guaranty uséd, and the amount, if any, remaining. Nothing in. this
chapter shall- E;rmlude the assignment of any guaranteed loan or the
security therefor. 3

(d) Loans will be automatically. guaranteed under this chapter anly
i{ made (1) by any Federal land bank, national bank, State bank, pri-
vate bank, building and loan association, insurance company, credit
uniohn, or mortgage and loan company, that is subject to examination
and supervision by an agency of the United States or of.any Staté, (2)
By any State, or (3) by any lender approved by the Administrator
pursuant to standards established by [him] the Administrator. Any
loan proposed to be made to a veteran pursuant to this chapter by
any lender not of a class specified in the preceding sentence may be
guaranteed by the Administrator if [he]] the Administrator finds that
it is in accord otherwise with the provisions of this chapter.

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

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

(1% ratio of amount of loan to the value of the property;
(2) maturity of loan;
( 33 requirement for mortgage or other security;
éf]: dignity of lien; or
e 5) percentage of assets which may be invested in real estate
oans.

. (g) A veteran’s entitlement under this chapter shall not be reduced

by any entitlement used by [his wife]} t/ie weteran’s spouse whick was
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b_ailsed npon the provisiops of paragraph (3) of section 1801(a) of this
title, '

§1803. Basic provisions relating to loan guaranty

¢ (nai( 1) Any loan to a World War II or Korean conflict veteran,
if mhde for any of the purposes, and in complianes with the previ-
sions, specified in this chapter is auwtomatically guaranteed by the
United States in an amount not more than 60 per centum of the loan
g} .theitifan is made for any of the purposes specified in section 1810 of

18 title.

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

(b) The liability .of the United States under any guaranty, within
the limitations of this chapter, shall decrease or increase pro rata with
any decrease or increase of the amount of the unpaid portion of the
obligation.

(e) (1} Loans guaranteed or insured under this chapter shall be
payable upon such terms and conditions as may be agreed upon by the
pdrties theréto, subiject to the provisions of this chepter and regula-
tions of the Administrator issued pursuant to this chapter, and shall
bear interest not in excess of such raté as the Administrator may firom
time to time find the loan market demands, except that in establishing
the rate of interest that shall be applieable to such loans, the Admin-
istrator shall congult with the Seeretary of Housing and Urban
Development regarding the rate of interest the Secretary considess
necessary to mest the mortgage market for home loans insured under
section 208(b) of the National Housing Act, and, te the maximum
extent prdcticable, carry out g ceordinated poliey on interest rates on
loans insured uwnder such section 203¢b) and on loans guaranieed or
inshired under this ehaptes.

(2) The pratisions of the Servicemen’s Readjustment Act of 1944
whiolr were in effect: before Apwil 1, 1958, with respect to the interest
cliazgesble on loans made v guasdnfeed wnder such Act shall, not-
withstanding the,prqvisiong of paragraph (1) of this subsection,
eantinue-to bk apphivadlermc .- ( i )

(A2 to any lonn made or gnaranteed before April 1,1958; and

(B) te any lean, with respect to which a commitment to guyr-
antee was enteved inta hy the Adminjstrator before April 1, 1958.

(3) This sectipn shall not be construed to prohibit a veteran from
paying to a lender any reasonable discount required by such lender,
whesm the progeadg from the loan are to be used: )

{A) te.refinance indebtedness pursuant to section 1810(a)-(5i) 3

(B) to repair, alter, or improve a farm residence or other dwell-
ing pursuanps to section 1810 (a) (4) ; )

(C) to construct a dwelling or farm residence on land glready
owned or to-bp gcquired by.the veteran except where the land is
directly or indirectly acquired from a builder or developer who
hag contracted te construct such dwelling for the veteran; or

(D) to purchase a dwelling from a class of sellers which the
Administrator determines are Jegally precluded under all cir-
cumstances from paying such a discount if the best interest of
the veteran would be so served.
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(d)(1) The maturity of any loan shall not be more than thirty
years and thirty-two days. ™

(2) Any loan for a term of more than five years shall be amortized
in accordance with established procedure. v a1

(8) Any real estate loan (other than for repairs, alterations, or
improvements) shall be secured by a first lien on the realty. In deter-
mining whether a loan for the purchass or construction of a home is
so seeured, the Administrator may disregard a superior lien created
by a duly recorded covenant running with the realty in favor of a
private entity to secure an obligation to such entity for the home-
owngrls share of the costs of the management, operation, or mainte-
nance of property, services or programs within and for the benefit of
the development or commumity in which the veteran’s realty is located,
if [he] the Administrator determines that the interests of the veteran
borrewer and of the Goverpment will not be pxegud;ced_ky the opera-
tion of such covenant. In respect to any such superior lien to be
created after the effective date of this amendment, the Administrator’s
determination must have been made prior to the recordation of the
caxenant,

§1804. Restrictions on loans

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

. {b) Subject to notice and opportunity for a hearing, the Adminis-
ffatér may refuse to :ipsgrraise any.dwelling or housing project owned,
sponsored, or to be tonstricted by any Eerson ide‘ntiﬁ%(}) with housing
previgusly sold to veterans under this chapter as to which substantia
deficiencigs have been discovered, or as to which there has been a
failure or indicated inability to distharge contractual liabilities to
ve;;erapg .or as to which jt'is' ascertained that thé type of contract of
sale or the methods or practi¢es pursued in relation to the marketing
of such properties were unfair or unduly prejudicial to veteran pur-
chasers, The Administrator may also refuse to appraise any dwelling
or housing project gwned, sponsoxed, or ta be constructed 1\}(:1 any
person refusad the benefits of parficipation under the Nationa] Hous-
g Act pursuant to a determination of the Secretary of Housing and
Urban Development. _ '

r ‘g) No loan for the purchase or construction of residential property
shall ‘be financed through the assistance of<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>