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THE UNDER SECRETARY OF THE TREASURY . 
. WASHINGTON, D.C. 20220•. 

SEP 12 1968 

MIDk>JU\MDUII.a:a MR. J'OSBPH A. CALIP.ANO, JR. 

8ubjeot1 Sale by ntMA of Capital Debenture• 

l. '1'he 'fr .. aury ha• approved th• sale by ftlNA of 
aapital debenture ■ in t:h• Ulount of f250 Jaillion. 

2. h'ooeed• froa the aal• of the debenture• will 
be u ■ed to retire nrNA pr•ferred ■ t.oclt held by 
th• learetary of the 'l'reaaury. 

3. Thi• ie a necessary step in the conv•r ■ion of 
FNMA'• ..aon4ary market operation ■ to a private 
corporation, and ia within the guideline• for 
ag•nay borrowing approved by the Preaident. 

[aisnea):'Joe Bar~ 

Joaeph w. Barr 

Copies to, Mr. Lawrence B. Levinaon 
Nr. warr•n L. 111\ith 



, _,,.."JTIVI' 

~:?/7 
~/70~ 

September 4, 1968 
Wednesday, 10:00 a. m. 

FOR THE PRESIDENT 

FROM Joe Califano and Larry Levin•on 

It is important to name the new FNMA Board so that the trander of 
FNMA to the private sector can occur, allowing us to aa.ve about 
$200 million monthly in the Federal Budaet. (The Board is actually 
named by Weaver and h not subject to Senate confirm..ltion.) 

Of the nine required members, you have ao far approved: 

1. Raymond Lapin (who as President of FNMA automatically 
serves on the Board). 

2. William Sherrill (of the Federal Reserve). 

3. Fred Deming (Treasury Under Secretary). 

4. Phil Brownstein (Aasish.nt Secretary of HUD). 

You then asked for the following additional information: 

FBI checks on Cecil Burney and Larry Blackmon. 

Possibility of s..ibstituting W.t.lter Heller for Jim Duesenberry. 

More information on Verd Kramer. 

Another ca.ndidate to replace Albert R.dns. 

In response: 

The FBI check• on Cecil Burney and Larry Blaclanon are 0. K. 

Walter Heller will be delighted to serve. 

https://Aasish.nt
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Ferd Kramer giv•• ua mid-west repre•entation. He has been 
in the re•l ••t&te busine•• for 46 year1 (he h 65} and Presi­
dent of Draper and Kramer, a Chlca10-ba1ed real eetate 
and mort1a1• banking firm. He waa past Preaident of the 
Cblca10 Mort1a1e Banker• As1ociatlon. He aerYed on the 
Preddent'• Committee on Equal Hollaln1 Opportunity. 
McPheraon a.iys he h "extremely 1ood." Macy's office" 
1ay• he h o. k. with MayoraDaley (he had been checked 01.1t 
previoualy for other posh) and ls a st1pporter of the President. 

A• the ninth member, in place of Albert Rain• who wae 
initially recommended, yo11 mi1bt want to contider William 
Rou, Deputy Under Secret<1.ry of HUD. Ross h a career 
man, and worked hh way up tbrou1h the Bud1et B1.1reau and 
then wa• finally promoted, with the Preddent'• approval, 
to hh pre•ent poat at HUD. Ro•• aerved aa the Executive 
Secretary of the ori1inal Model Cltie• Taak Force, was 
very helpful on the Hill in movln1 the rent aupplemenh 
pro1ram forward, helped to draft the President'• Houain1 
m••••1es, and ha ■ alway• been accurate and reapondve to 
our req11eat1. He ls broad gauge and has .a 100d 1ra•p of 
houain1 and fiscal and monetary policy a.nd would make a 
1ood a.dditlon to the Boa.rd. He h recommended by Wood, 
Zwick &Dd Macy. 

Aa an alternative to Ro•s. you ml1ht consider Robert Turner, 
now a Profeaaor of Buaine•• at Indian.to. Turner wa1 one of 
the Truman ~ppolnt••• to the CEA, a.nd ,erved •• A•ehtant 
Director of the Bud1et under Kermit Gordon. Okun and 
Heller eay he h fir•t-rate and recommend him. 

In aummary, doe• the President approve th••• five propo,ed remalnin1 
member• of the FNMA Board? 

Cecil B11rney Yet No 

Larry Blackmon Yes No 

Wdter Heller Yes No 

https://Indian.to
https://Secret<1.ry
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Ferd Kramer Yes No 

William Roa, Yee No----
or 

Ye• No----
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August 30~ 1968 
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HS 2 FG 105 
FG 170 FO 6-1 
FI 5-4 IA 
FG 170-4 FG 999-20 
FG170-6 
ro 6 

ro 284 
CO 305 

WE9 WE 
WE 9-l FG605 
HU4 FG 

FG 11-8-1/McFherson, Harry 

Boxno. 1518 containing the following material. sent to Central Files on August 24, 1968 
by Mr. McPherson's Office. 

Housing - xNational Committee Against Discrimination in Housing 

Poverty (1968) - .xThomas, Charles F. - xCommittee to Save the Children of Mississippi 
xPoor People's March 

European Youth and Young Leaders 

Co\ll'lcil of International Programs - xCo\ll'lcil of International Programs for Youth Leaders 
and Social Workers, Inc. - xOllendorff,. _HenryB. 

, Labor 

Hirshhorn - xHirshhorn, Joseph H. 

British Social Services - xDitchley Foundation - xConference on Public Welfare Services· 

American· Revolution Bicentennial. 



THE SECRETARY OF THE TREASURY 
WASHINGTON 25, D.C. AUG 2 3 1968 

EXECUTIVE 

FIS-'-/ 
JIISM)&Alll>Ull POa Nil. JOSJdlll A. CALXVAIIO, JR. f J:j 17/J-'1_ 

hbject, Pederal ■ational llortgage Asaociation 
borrowing 

1. 'lb• l'aderal llational.Ji>rtgag• Aaaociation baa 
Nronlery wket debentures in the aaomat of 
flSO aillian -turi.Dg on 8ept...aber 10, 1968. 

2. 'l'he Treaaury ha• approved the issuance by 11111A 
f secondary aarket debent.urea in the IIIIOUDt 

of f350 aillion. 

J. Siace thia borrowilrac;J is a rollover it i■ within 
the guideliDea for agency borrowing approved by 
the Preside.t. 

/sf 
Preclerick L. Doming 
.lctill9 Secretary 

CopiN to , llr. Lawrence B. Lavina on \, 
llr. Warren L. Slli th 



~•:i.:. Hlll. Tli°,•puq11~t•s of !his 1itle i1wl111I,• the p1\l'titio11 of the 1'\•<l­
t-ral X111i1111nl two~lortµaj!I! .\s.,;c,dntion ns lu•n•toforc t\xisti11~ into 
l't'pnrnhi 11111I.. lisl inl'l 1·oramrnl ions, 1•nd1 of whirh" slmll )m\'C con-
t inuil\· 1111111•01·1mr11h•Slll"l'l'S.'iionI\S I\ !-l'jll\.l'lltcd port ion or the pr,i,·i-
1111slv°c•xistinj! 1:c1q101-:1t Fech!rl\l Nll­ion. One of sud, cm·pomt ions, t·o he known 1111 
Jt',... ~ 111 .\S."Ol 0 int i1111, will lie I\ •\iw)Jl•1;,n11 ionnl ~lorlj!III-,'\! Cim·cn1111t•nl 
~1n'll l'rin1tr c-•!,!'l1C1rn~i.!_!!1, IIll' ns.-;cts n111l I 111~11": i II 1-ct11i11 ht tt·s ol the 
ffn•,·11111sh1•x1st 1·orp111·!lt 111·1•11111111•11 lil!Ct :m~of tho 1111! 11111 for 11111lt•r 11>11 
1-•~1t·ml ~11tion11l .Morlj!1ll!e-.\s~o1·i11tion Cluu11•1· .\ct, 1u11I will coll• 

0tinur to ujll'r:th.' the ~'<·0111l11r,\ op1•r111i1111s 1,y i-urh • iunrkd 1111thori,w1J 
~'<•lion!\14. Thr otlwr, to ht-known 11:(i im·prnn • t l'111t• , ml IJ,r ,,, •11 
\s..;111•i • 11, will t'l'lllllil\ in Iht• <lm·t-1 , 1 : . . . 

tlt't·tions ao:nmtl :\OHof i-1ll'h.\d, 11111Iwill C(1,1ti11mfto npt•r111l, the 
"Jll'l'i11I 11~"i11tn1w,• 111ul 1111um-.,'t•lll<'llt. liquitl11ti11g lune• fun1·tio1111 1111tl 
hon." ,mt hori~l hy i1111·h 1111<1 •i;('(·t ions :io:, :JOO, 

. \llt:Xll)l>:~nc 1') TIU: n:11>:II.\I, X.\1'1CINAI, )IOlt'l'U,\Ot: ,\HKOCl.\1'111N 
CII.\K1'>'.R·.\CT 

~t:t'. ~cl'.?. (11) The hentlinir of title lil of tht> Nntionnl Ilo1111ing.\<'t 
ii1iu11r111le(lby i;trikin,:c out "1"l•:1>1•:U.:\f.NATION .U. ~IOU'l'G~\GJ<: 
.\~SOCI.\TiOX''nnd in~rting in lieu thcroof"N.\'l'lONAJ.MORT-
OACH•: .\~SOCIATIOXS". • • • 

(b); Sedion :lOI of such Act is nmcndN.1-
. , (I) by striking Go,·ern111c11t.ont "in thc'_l•·.-t1t>rnl n:"; 
• ·'' - (2) by i-triking ont "fncilit7 for•! nnd insel'ting in lieu thereof 

"fn1·ilit ies ror~; ' , 
(a) by striking out "of such fncility" nnd inserting in liN1 

t hl'reof "t herl'of'' ; 
(,l) by strik:ng ont "facility to!' 1uul inSP.rting in lieu thl'reof 

"f:U'ilities to":· nnll . . 
(j) hv striking out "tlm existing 111m·t1,.•nge porHolio of the i,•ed­

e.n,J N11t1olll\t ~lortg,ti..re ..\s.<;orintion'! 11ml inserting in lieu thereof· 
"ft>drrnJly ow1w1l mortgn~r. J>Ortfolios". 

tional Mort­
gllce Ae ■ oob.• 
tlon. 
68 Stat. 6l5e 
12 IJSC l 719e 

r.ovornMnt Na­ It I on~l Hort• • .. f 
t':l\r.l AII00 la­1111 1 1,•s of t ht- 11a,-,·io1111ly inl! 1•11rpnr11t fm· 11ml,•1• 1'1•xi~1 inn n1•1·01111h•1I 
Ulllle '.! 
12 USC 17201 
1121 •.. 

.,' . 
·" 

68 Stat • . 612e 
12. use 17U. 

(· . 

, • ,l, 

, i' I· 

(c) ~tion ao·.?(11) of such .\1•t. i11 :tllll'llllecl- •. 12, use 1717. 
( l) by i11!'t'rtingu( l)'' imnu~liut.-ly followin;.t"(11)''; 
(:!) 1.,y i-triking out "(hereinnftc1· 1·eferre<l tons the '.hsoc·i11-

tionT'; nnd---·-
• • ( :J) by adding nt the en<l thereof the follow in~ new pn1·11gmph: 

"(:!) On the etfecth·e dnte e.~tablished p111-s1mnl to section 808 of the· 
Jlonsin;.: and l ~rbnn J>e,·elop111c11t Act of l!)(;k, thr. hocly corpomlo de-· 
li(•ribt-,1in the fore~oing pnrn:.:mph shnll 1·l':1se to exist in tlmt form nnd 
is hcrehy pnn itionc1l into two sep1lrnte nn<l distinl't bodies corpornte, 
cnch of which shnll hnvo t·o11ti1111ityanti <'Orpomto surct>ssion ns I\ 

sepnratell portion of tho previously ~xist inJ! body <'Ol'\>ornh•, us follo~vs:. 
" ( .\) ( )ne of surh sepnmtl'd portions sh nil hen hot y rorpornte "'•th­

nut r11pit1\l stork to he known 1\s Go,•ernmr11t N 1\tionnl llort:.:a~c .As.-.o­
rintion (hen!innter r1>fert'etl tons tho 'Assorintion'), which slll\11 he in • 
the J.>cpttrlment of Jlousiu:.: nnd l;rh1t11 J>cwlop11nmt nncl whil'I, sl1111l. • • ' !'retnin thcrns.--ets1111d linhiliti1-snt1t11ittcl1111cli11t•11rrl•1l,1111leri;('(·ti1111s:\0!, r
and !lOHprior to sm·h l'ITef'.th·e tlnte, iill'hulin~ nny 1111tlnll li11hili1i,is 1 ., 
incurred pursuant to i,ertiou :JO:l(c). The Asi;oci11tion shl\ll hn\'e 2-mr.--12use ·1n~. 
tes.'iion until clisi;olved by Act of {',onJEWIS.It, shnll nmintnin its prin• 
dJ>Rl·office in.the l>ii,.1rict._of Columbia nnd Khnll be doomed, for 
purpoeea of nnue in ciTil actiona. to bea 'reaidentthereof.Agencies or 

. . '. . 
~· • ! 

, . 

.............. .,..-- ........... '""" ...... _____ ...., ___________ ,.;,.·✓-
... hit ,; P 4,4 Q au: ZOQZ ,, •. ., ; : 
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EXECUTIVE OFFICE OF THE PRESIDENT 
Fe;://-/ 

BUREAU OF THE BUDGET 

WASHINGTON, O.C. 20!503 

JUL 2? 1968 

Ml!M>RANilJMFOR MR. CALIFANO 

Subject: Creation of a private FNMA 

The Housing and Urban Development conference bill provides for converting 
ffiMAto a private corporation, essentially as proposed by the President. 
If we can accomplish the conversion quickly, we can reduce FNMA's1969 
budget outlays by as much as $600-$700million. Each month's delay 
after September would take $200-$300million off this saving. 

The essential act to take ffiMAout of the budget is the retirement of 
all Treasury preferred stock. To do this FNMAmust issue a new debt 
instrument on the private market. It cannot do this until the President 
and Board of Directors are appointed under the new law. The President 
of FNMAmust be appointed by the President and confirmed by the Senate. 
The Board of Directors is appointed by the Secretary of HUD. A prompt 
nomination of the President would be desirable in order to accomplish 
our aims. Senate confirmation would also be desirable but not essential 
if an interim appointment 1s made as soon as Congress adjourns. 

Charles J. Zwick 
Director 

RP~EIVED 

AUG 51968 
CENTAALFILES 
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/:'£~9 ., 
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THE WHITE 1-JOUSE 
1o543r~/ 7 c.WASHINGTON 

•/"G°//-/ 

JUL 2 2 1968 
• 

Deer Mr. Secretai7z 

In responft to tour letter or J'une 24., 1968, I am 11Ak1ng ac1dit1cmal 
amount.a or tho Federal nationo.l Mcrtcaae AsaociaUon spociol 1 
asai&tancc authorization e.vailab1o tor ccmm1tm.enta.,•• tollov,i ~ 

I 

(a) For mort~ees 1:m housine tor lov and moderate inCO&o i'omUiea 
"1h1cll are inoured under fioct1on 22l.(d)(3) o~ the llat10Nll 

. Housini Act and bear 1utcx-eat belov the maximwa rate unc1er 
FHA reouat1ona., i350.,coo,ooo.Thia inarcaa.ea the amount ot 
$2,170,000,000 maue avallable on AUGUSt29, 1$'>67, to 
$2,520,000,000. Not more th&m $40,000,000 or tho total. 
~unt may 'be wide ror tmenta toavc1lable HiMA • a cOJm:11 
purchase mortDt6e8 insured under Section 221 (h) ot the 
Not1one.J. Housin~ Act. 1'his latter amount includes an increase . 
01: ~->o,000,000 over tho amount maclG&Tail.able Oil Mo-rch ~, 1967. 

(b) For 1110rt~t::e• on rc::;idcntial propertiea 111 OWUD., $1.3,~,ooo. 
Thie incrceeea tho &mO\mt made avail.able on April 10, 1968, • 
to $25,000,000. / 

Th<, torec-oine amounts· arc the &P$lle,&te amowta of purchase& and 
co?nlaitments which may be outst.Enclin,~ at eny one time, and are based 
upon my clo't.ermination, purwant to Section. 305ot the Federal Ifat1onal. 
Mortgace Aaeoc1At1on Charter .Act., that au.ch actiOA ia 1A tho pul)Ue 
interest. • 

aiAcerel.y, 

LnDoN B•I J'OHNsoN ' '\ 

1tono1·eblo llobert C. Weaver \. 
Secretary ot tllo ~t ot 

ltous1ns and Urb&n Dcrvelopmcnt 
'Waahington, D. C. 204lO 

t{tCt\VEO 
JU~2l 196S 
CliNl1tALi 

Ii 
.J 

https://inarcaa.ea
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• ,t:' :£. S· I-/MEMORANDUM .. 

• E.f .. t'!O-? 
THE WHITE HOUSE ,r(',.. /lb 

WAIHIMOTON 

July 16, 1968 
Tuesday, 8:30 p. m. 

FOR THE PRESIDENT 

. FROM Joe Califano¥4 .... 

Attached are two memor'anda from Secretary Fowler recommending 
approval for the July sale of $1. 3 billion in FNMA participation 
certificates. 

These are the last remaining pc' s authorized in the fiscal 1968 budget. 
During the past £is cal year, some $3. 2 billion in pc' s were sold. 

Fowler bases his recommendation on three grounds: 

-- the possibility that Congress will block further sales of 
existing pc' s (Senator Williams intimated as much yesterday 
in a closed session of the Committee on Reductions in 
Federal Expenditures.) 

- - the need for a "cushion" on the debt limit (pc' s do not count 
against the debt limit and this will provide $1. 3 billion in 
cash without an equivalent rise in the debt limit). 

-- the need for additional cash to support Treasury refinancing 
operations in August, giving the Treasury the maximum 
freedom to design its August package, without overloading 
the market with short and 'medium term Treasury paper. 
This could compete with home mortgage money. 

Art Okun is concerned that this issue could impair the recovery now 
getting underway in the corporate bond market. He feels that Treasury 
staff could have arranged the timing better and he has told Fuw ~0:::.1.· ~o. 
But since the impact is likely to ho small, he would go along roluct: Ltly 
with Fowler I s request. Zwick agrees that Few ler' s request should l:>e .... 
supported, although from a budgetary standpoint he does not have any_ 
strong view either way. As you recall, sales of pc' s under the new 
budget do not result in expenditure reductions. 

Since your principal fiscal advisjr ·are on board, I.recommend your 
approval of the sale, as proposed y Secretary Fowler. 

' ' I 

Approve Disapprove 

Attachments 
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F.fd-= ?"' u rG-/~o-~
THE UNDER SECRETARY OF THE TREASURY 

WASHINGTON. O.C:. 20220 

MAY2 4 1968· 

·MEMORANDUM FOR MR. JOSEPH A. CALIFANO, JR. 

Subject: Federal National Mortgage Association borrowing 

l. The Federal National Mortgage 
secondary market debentures in 
$400 million maturing on June 

Association 
the amount 

14, 1968. 

has 
of 

2~ The Treasury has approved the 
of secondary market debentures 
of $400 million. 

issuance 
in the 

by FN
amount 

MA 

3. Since this borrowing is a 
the guidelines for agency 
the President. 

rollover 
borrowing 

it is within 
approved by 

Copies to: Mr. James_Duesenb~rry 
Mr.. Stanford Ross 

ZZIM· ¢( a 4;0 -,.QQ¥,i t - ZASUZ S!!f @)t -•-'- 4 3( Z J>-0 ♦ QS l2§ii( ¥ i ¢ Djf§kW ZQA-4 WJl ►J%EW YAJ!A4z , a&,a, 



",. ,,·,-..::.- -··~ 
- ., •• .,,, 4 ... l,;:i!./-- .,...~.r--z~~ .. 

r-L~. 

r<,:'/-?tJ-(, 

• FOR THE PRES I DENT\ 

FROM . Joe Ca!ifa~ J 

The attached memorandum from Jim Duesenberry answers the 
question that you raised about postponing $750 million of FNMA 
_Partic_ipation Certificate sales from June until July. 

Fred Deming tells me that if you decide to go forward with the 
PC sales they will have to know before the end of this week-end. 
Deming strongly recommends against the sale in June. B 

. -, 
Do you want Treasury to go £0rward in June?. • W1n. ✓ 
C:>r wai~ until July? 

.. •' , . . . 

. t .. 
. . .. . 

. ! .. 
.•, ; ' •.,,. 

.., 
.• r • . ,, . ' 

Attachment • 

'. . 
,•. . .. : ·. 

'• 

• • C 

. . ,.. 
... 

. . 
,' •..... . .... ( 
"" 'f. I 

.. '·: : 
, ·•. ,, . 

,: 
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EXECUTIV. 
~..rs-¥' 
f?/7L)," 

April a,. 19'1 

.._._.._ Ma ■d F. L. C..u. ... 
a.. .... 

,._.. ,_. ,-clllue of ........ "'I - lu •• la Oum. 

m&J M I I 11?11t111at ... time te $11. 5 mllllM Y• an te 

•-••►••••t11eanu..,.. .. ,, ... ,..._.laat 

•■ th la Ya•¥..,_ la .._If ef Wa lacnue la l'NMA f t:i-

llanJ C. McPlwr..._ Jr. 
a,.clal Ce Ml a. ... Pn.W.llt 

IICM/D.AJ"/cna 
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D-.rMr.S.C~• 

JG n.,-,ou• lo~ nqaeal ot April S, 19'68, 1 ~ m&klDS 
ac ~lt.C:-.al $«, ~eo. OOGof Ui• Fedtral Nat!Cffl&l M•fl&•a• 
A••oc:WICA S~el&l Affbtaac• -Mltlutti.Qtloa a:vatit.bb, tn 

. ~ommltmnta by tu Ascodat1am ter mos-t1aa•• o-aYtttndeDUAl 
pnp•l'tl•• l~ C..."'t). Tbl.• lcGr•M·•• t~• &m®:nt .of $7.500• 000 
mad• &T&li.l• fMS.AprU 4.. 1911. to $11.11>01 000.., 

TG• foNaottaa •r4Mftt I• 11ut&IIN~U. at:nOQntol pm-cba.eo• 
and. commHm.1'1\ta whJ.cb M&J be 01Ustand.lna at -.ny one tiawit. 
aftClla nao4 •l?ODmvdobtrmtQ:&tloa. pura1l&Jlt to 8~ JOI 
'Of'" Fe4•i-a1 N~ Mo"aaa• ••~~ Cha.ner Mt. 
tbal NC1' actioa. l• ta tho pld>Uc Wen•&. . • 

a1ao.n11. 

, ' ' 

"' 

inIDQN B. 101~-Ef.! .. 

l ,
'-.: 

Hononble-Jt.ONl't c. Woa9U 

\ --~ ot Hoo.,ta1 am l • 
,\U1'baa Dfftlopmnt 

\ 

I w-..~ 1>.c~ ;t041Q 

USJrjacdmbx:aw 

RECEIVED . 
APR161968 ' 

.. • 

. I 

https://a:vatit.bb
https://lt.C:-.al


~[EMORAXDU:M 

THE WHITE HOUSE 

WASHINGTON 

3 :00 p. m. , 
March 8, l;,68 

/J I{~,5;.;·, 
ij ..:> ' V

FOR THE PRESIDENT 

FROM Joe Califan~· 

Attached is a memorandum from Fowler recommending the 
sale of $1 billion in Participation Certificates. Of this amount: 

about $650-$750 million will be sold to investors. 

about $250-$350 million will be picked up by the 
Government trust fund. 

We budgeted $5. 3 billion in pc 1 s for fiscal 68. So far $2. 3 
billion have been sold. The current offering will raise the 
amount to $3. 3 billion, leaving $2 billion which can be offered 
in the next several months, subject to your approval. 

T~easury needs the proceeds of the $1 billion sale, and Fowler 
and Duesenberry recommend your prompt approval. 

Approve Disapprove 
. ---., 

i/ -------
8. I). ti ·1l~ 6, !\ ~-~-~\J t ... 

Attachment l~,\ i} .._.j~J~,..~•'iA \ie::~~~1 ~ 
!.\~tn,/~._ ..~ . fl 
~~ I.1 , .11 l 

t.1~ ~4- i,~T ----
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;::c ~ .3o 
).-:-"/ 74- 4FOR THE PRESIDENT 

'.I '--
F (§ // 0 

FROM Joe Califan\~• /-6//-3 

Secretary Fowler, in the attached memorandwn, requests your 
advance approval £or the 15 agency borrowings planned for the 
remainder 0£ this fiscal year. 

These proposed issues will mainly serve to meet coming 
maturities. Secretary Fowler ·makes it clear that overall there 
will be no increase in net new ~oney in this fiscal year over 
1967. I£ there is any departure from the guidelines you approve, 
Treasury will specifically request your approval £or the departure. 

Treasury is seeking this advance approval so that it will have 
more flexibility in scheduling the coming sales. It believes this 
flexibility will help it to cause the least market impact. 

Jim Duesenberry analyzes Fowler's proposal and the credit needs 
0£ the agencies (in the attached memorandum) and recommends 

I 
that Treasury's proposal be approved. He points out that if these i

,t
is sues are approved in advance, it should be easier to hold the i 
agencies requests in line -- they will know that any further I 
request for new nioney will require special action and cannot I 

r 
be tacked on to a routine request for an issue to meet a coming 
maturity. 

Fowler and Duesenberry both point out that present money market 
conditions are relatively favorable and there should be no 
difficulty in raising the money required £or the agency issues. 

If you approve Fowler's request for advance approval £or the 
remaining issues this fiscal year, I will call him and emphasize 
that if there is any departure from the guidelines in his memo­
randum, your special approval must be sought. I will also make I 

f. 
it clear that your approval only goes to the issues for the remainder I 
of this fiscal year and further approval will be needed for agency 
issues next year. 

Approve:_L Disapprove: 
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. . :r EX1?CUTaVEMEMORANDUM 
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THE WHITE HOUSE /4'11-..:1. 
WASHlNOTOl'f /.fJ. \ 

d/?~
r-..JJ///)

February.lb, 1968 

FOR THE PRESIDENT 

FROM Joe Calif~nott• 

The Federal National Mortgage Association has secondary­
market debentures of $87 million maturing on March 11 . 

. ·• .. ;...,,,,,.......... 

FNMA proposes a sale of $400 million of debentures to: 

pay off the $87 million of maturing obligations; and 

raise $313 million of new money. 

The new money will be used to purchase mortgages in the 
secondary market. These purchases are now running. at about 
$45 million per week. FNMA '.ispurchases play a vital role· in 
maintaining the mortgage market. 1 

Fowler and Duesenberry (in the attached memoranda) recommend 
your approval for the proposed sale. They believe that it is 
desirable to provide the funds to FNMA. The only alternative 
to the sale would be borrowing from the Treasury. There is 
no advantage to this, and it would be undesirable for debt limit 
reasons. Also, FNMA securities sell well in the market, and 
it is desirable to allow them to market their debentures at this 
time. 

Treasury would appreciate your decision by Tuesday, February ZO, 
to meet the proposed sales schedule. • 

/Approve: ___ _ Disapprove: 

Attachments • 

I· 

https://February.lb
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WASHINGTON 

February 16, 1968 

FOR JOE CALIF ANO 

FROM Larry Levinson 

JC 
The story about the Homebuilders opposing the 
spin-off of FNMA as it appeared in the'\vall 
Street Journal is false. The Homebuilders 
have taken no position on the issue and are 
inclined to favor it. 

X 
Janssen got the story from a "low level" staff 
man at the Homebuilders. The Homebuilders 
will write a letter to the Wall Street Journal 
saying that the story was misguided and erroneous. 
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Washington. D. C.. 
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January 5, 1968 

Honorable Charles L. Schultz, Director 
Bureau of the Budget 
Executive Office Building 
Washington, D.C. 20503 

Dear Mr. Schultz: 

This Association has had an opportunity to study the Report of the 
President's Commission on Budget Concepts, recently approved by the President. 
The purpose of this letter is to present our views on the effect on the 
Federal National Mortgage Association of i.mple~enting certain of these 
approved concepts, and to urge a course of act{on which would neutralize 
or at least minimize the effects of the3e new concepts vn the secondary 
m.arket functions of FNMA. 

One of the recommendation~ of the Col'lr.lission would exclude from 
budget receipts and expenditures the Fede~al land banks and the Federal home 
loan banks because they "no longer have any Federal government ownership." 
Also, the Commission recommended that "at such time as all of the banks for 
cooperatives and the Federal intermediate credit banks are completely pri­
vately owned, they too should be excluded from the budget receipts and 
expenditures." • 

The Commission concluded: "The criterion recomnended by the Comnis­
sion therefore is basically that government-owned enterprises be omitted from 
the budget when such enterprises are comple~cly privately owned." The Coai­
mission then goes on to assure that notwithstanding the above, the transactions 
of such enterprises would not be sheltered from public scrutiny becauoe of the 
requirement for "annexed b,µdgets" . 

. This new concept leads us to the conclusion that the secondary market 
operations of FNMA, because of the Treasury-held preferred stock, would not be 
exempt and that its expenditures would have to be included in the budget. Thus, 
if this concept had been in effect in 1966, the budget for fiscal year 1967 
would have included approximately $2 billion as an estim~ted expenditure for 
purchase of FHA-insured and VA-guaranteed mortgages pursuant to its secondary 
market operations. I do not need to dwell on the implications of such a procedure. 
FNMA, notwithstanding the fact that the money used to purchase mortgages is raised 
in the private market, would be presenting an undeserved target for the perennfal 

RECEIVED 
JAN 2 ~ 1968 
CEi\Titi\Lr,Lc~ 

"! 



-

ll~~~~~~iit-

,.---·-----@ 
r-· • ..C• .rno::r~1-:-r•'";: 

F-L0- ¥ 
F&/'lo-t:. 

Reeeived: Washington ComrnCenFtP//OVZCZCEEA819 
PP WTElO 7:48 PM Tuesday 02 Jan 1968 

IDE WTE 54 
Received:· LBJ RANCH GommCan 

FROMJOE CALIFANO 8:36 PMTuesday 02 Jan 1968 
TO THE PRESIDENT 
CITE CAP80049 

C O N F I D E N T I A L 

JANUARY2, 1968 

FOR THE PRESIDENT 

FROM JOE CALIFANO 

FOWLER-- SET OUT BELOW RECOMMENDSIN THE MEMORANDUM -- YOUR 
APPROVALOF THE SALE OF $1.25 BILLION OF FNMA PARTICIPATION 
CERTIFICATES. 

OF THIS AMOUNT: 

$450 MILLIONwoyLD BE SOLD TO GOVERNMENT INVESTMENT 
ACCOUNTS. 

$800 MILLION WOULD BE SOLO TO THE PUBLIC. 

MATURITIESWOULDBE SIMILAR TO THE LAST SALE: 

20 YEARS FOR A LITTLE LESS THAN HALF THE TOTAL. 

2-7 YEARS FOR THE REMAINDER. 

~ THEFISCAL.1968 BUDGETAUTHORIZESTHE SALE OF $5-BILLION IN 
~,?c·s. so FAR, $1 BILLION HAVE BEEN SOLD. -

~/FOWLER BELIEVES THE TIME IS RIGHTTO MOVENOWWITH AN ADDITIONAL 
~ ·$1.25 BILLION BECAUSE: 
µ q. 

~ 

0 -- INVESTORS SEEKING·LONG~TERMARE NOW PAPER. 
Q ~ 
a, <::I 
en -- THE COMPETITION FROM CORPORATE ISSUES IS LIGHT THIS 

II) ,D 
fj 

TIME OF THE YEAR. 
ti r--1 

r-i ~ 

~~FOWLER BELIEVES THAT WE SHOULD NOT GO ABOVE $1.25 BILLION
f~ IN THIS SALE BECAUSE ANY ADDITIONAL AMOUNTMIGHT UNSETTLE THE 

j:J _; MARKET. 
~ 

~ 
...

I ~HF LAST OFFER OF Pc·s IN NOVEMBER(THE $1 BILLION ISSUE> 
DID NOT I ISTURB THE MARKET. THIS PAPER IS NOW SELLING AT 
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November 28, 1967 

.. 
ME?v1ORANDUM FOR Honornble James s. Duesenberry 

Council of Economic Advisers 

• 
,I- . 

-In accord with our earlier dhcusslons con,c:£rnlng the , 
recommendations o! thl'Task Force on Mortgage Flnn.nclng, 
lt is our und.;,r,tanding that you will: 

• Develop further details on the proposal that FNMA 
lnstltute an auction proceduro • £or selling forward 
commitments. Thls should include: 

' ' 

•• .Arr 1an:;emc:ito !or a transition period durlng which. 
ltN}.lA would institute the auction procedure, but 
would not use thl3 procedure aa an exciuslve 
mocbanbm. 

•- Determination 0£ an appror,riate amo'unt of FNMA 
commitments to be made by auction during the 
transition period and thereafter. 

Prepare a short sumn·1ary 0£ tho legislative and admlnlo­• 
trative actions which were ngreed upon a.!1.approprtate 
steps. This summary should i~clude a discussion o! th~ 
pros and cons and the co:1t and be,ncfits of implementation. 

lt would be belp!ul lf you would subml; your report on the above 
:. • by the close of bustne.es Friday, ·December 1. 

• 1~(r ,\· 

Joseph A. Califano, Jr, 
Special Assistant to tbe President 

i 

. ·1, 
_SGRoss :pd!: 11 /27 /67, I 

RECE\VED 
' ····--· : .-· • .... 'NOV2 9 •1957 

' . ' • I • i' CENTRAL.F~L~S f 

89 
. /,""') • • 
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MEMORANDUM 

The FNMA Board (Weaver~ Wood, Brownstein and Deming) will 
meet early Friday. It proposes reducing its buying price for 
FHA-VA insured mortgages by one point -- from 94-1/2 to 93-1/2. 
This means that FNMA will pay $9, 350 rather than $9,450 for a 
$10,000 mortgage in its secondary market operations. The discount 
is needed to make the yields on FHA-VA mortgages, whose interest 
rates are fixed by law at 6%, competitive with the yields of conven­
tional mortgages which now sell at higher interest rates. 

The FNMA price - - ordinarily a little above the private market 
is .now about two pQints higher. As a result of this large spread, 
the flow of home mortgages to FNMA has gone up to about $80 million 
a week from earlier lows of $30 million last spring. 

FNMA must reduce its price to avoid this large £~ow of mortgages. 
To raise the capital to buy these additional mortgages, FNMA would 
have to sell more debentures at higher interest rates. This new 
paper would compete with PC's and other government paper. 

Reduction of the FNMA price should divert some mortgages to the 
private market. But the FNMA price reduction may only temporarily 
relieve the pressure because private market prices may be driven· 
down and again open up a large/spread below the FNMA price, 

The homebuilders will protest the drop in the FNMA purchase price, 
as they did last spring. But last year's reduction did not hurt the 
homebuilders that much. Further, the answer to them, as well as 
the problem of higher interest rates, is to get the tax increase. 

Treasury, CEA, and Budget have cleared Weaver's recommendation 
to reduce the FNMA price by one point. I£ you approve, I will tell 
Weaver that it is alright for FNMA to take the action on Friday, but 
that in doing so the Board should _come out strongly for prompt 
Congreeeional action on the J'surcharge,• 

Disapprove _______ _Approve ______ _ 
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TifE \\"HITE ll<>l:0E 

8:15 p. m., Wednesday 
November 8, 1967 

FOR THE PRESIDENT 

FROM Joe Califan~, 

Attached are memoranda from Fowler and Duesenberry recommending 
that you approve the sale of $1 billion of FNMA-PC's in the next lwo 
weeks. 

The target for sales of PC's in fiscal 1968 is $5 billion. None have 
been sold yet this year because of legislative delay in authorizations. 
The proposed $1 billion sale leaves out $500 million of Ex-Im PC's 
that were scheduled for sale by year-end. Fowler now says the 
$5 billion target will be difficult to meet, b~t does not fix a new target 
for the year. • 

Fowler and Duesenberry feel that PC's are difficult to sell and the 
attempt to sell too large an amount now under current conditions could 
be disruptive of the market. 

I think they are also worried that if interest rates go still higher, our 
action on PC's could be seen as the cause and the Federal Reserve· 
Board would be seen as relatively free of responsibility. 

Fowler and Duesenberry both agree that 

the trust funds cannot buy too much of the PC's; they 
recommend $250 million of the proposed $1 billion sale.· 

agency sales cannot be reduced significantly below . 
present levels. 

If you approve, I would hold a meeting tomorrow with Fowler, 
Duesenberry, and Schultze to see what is the realistic goal for PC 
sales in fiscal 1968, what the alternatives presently are, and whether 
we can put more in the trust funds (you will recall that we have always 
been able to ncrease.the amounts they wanted initially to sell to the 
trust funds . ccmtl.d then make a recommendation to you on the most 
appropriat action to take. 

l ,.
I. 
j 
l 

I. 
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THE SECRETARY OF' THE TREASURY 

WASHINGTON OCT• 6 1967 
FC//0

MEMORANDUMFOR THE PRESIDENT 

Subject: Participation Sales and Agency Issues 

In our meeting on Wednesday, October 4, regarding proposed 
sales of agency -securities and participation sales you made 3 
points: 

1. It would be. desirable to schedule some p/c saies prior 
•~o the proposed agency sales for the Federal Home Loan Banks 
and the Federal Land Banks. 

2. · It might be desirable to defer any FHLB issue at this 
time. (They requested approval for a $600 million issue to re­
place a maturity of $700 million on October 26). 

3 .. It would be desirable for the Land Banks to confine 
any borrowing at this time to refunding needs while deferring 
new money borrowing. (They requested an issue of about $407 
million to repay $324 million of maturing bonds and raise 
$83 million of new money). 

-Under Secretary Barr and I have discussed these points 
thoroughly with Director Schultze and Mr. Duesenberry and we 
agree on the following analysis and recommendations: 

1. We ·recommend that a p/ c sale, either for FNMA or 
•.for the Export-Import Bank, be- announced ·on or about 

November 6, shortly after the books close on the forth­
coming quarterly Treasury financing. In the meantime, 
we should proceed as developed·below with needed agency 
financing. For'the following reasons we do not believe 
it would be feasible to arrange a p/c sale before the 
proposed agency sales or the upcoming Treasury refunding: 

The Federal Land Banks and Federal Home Loan 
Banks issues are needed primarily to rollover 
scheduled maturities -- October 23 for the 
Land Banks and October 26 for the Home Loan 
Banks. Thus, the timing of new issues to re­
place the maturing issues is relatively in­
flexible. The new issues must be announced 
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Mr. Ray Lapin . 
·President, FNMA . . . . 
Room 919, Lafayette Building 
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'\ 

Washington, D. C. 

j 

.. 
·•. 



Q.. 

A •. 

What is·a partici_pation certificate? 

. . 
A parti~ation certif!,cBte represents a beneficial 

the future principal and interes~ payi:1ents on a pool of loans. A • 

trustee receives from the various agencies holdinG the loan~ti~~ly 

transfers of'loan repayments which are accw:iulated by the trustee 

_for payment of principal and interest· on the participation· 

certificates. 

The Federal l!ationr?.l ~:ort.e5c J:.s:rndation acts as trustee for 

• the following agencies: 

T"ne Farmers Home Administration of the Dq,artment of Ae;riculture 

_The Office of,.Education in the Department of Health, Educotion 

and Welfare 

The Department of Housing and Urb&n Development 

~he Veterans Administration 

The Small Business Administration . 

The Federal.National Morte;age Association in its Special 
I i' , ,: .• . • ' . • 

Assistance fu."1.ction and its Hane.gement and Liquidating 

function. 
\, 

·, 
• I !~~r.1:port Ban.'< acts aa its. own trustee . 

U. S. TREASURYDEPARTMENT 

DATE__ __9_/_18_/_6_7_ 

Mike Manatos To-----------'---------------,. 

\ 
Per our conversation this morning. 

Joseph M, Bowman 

Room 3414 Ext. 2038 
-...... 
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. THE SECRETARY OF THE TREASURY 
. 

. 

1 AUG31186;-/WASHINGTON 
' . 

MEMORANDUM FOR THE PRESIDENT 11~#~• 
I 

Subject: Jump in Mortgage Offerings to FNMA-- A Sign 
of Credit Market Pressures 

The attached news releases from FNMA call attention to 
the sharp increase in recent months in the volume of mortgages 
offered to FNMA and to the downward adjustment in FNMA buy-. 

•ing·prices. 

Offerings to FNMA in the second quarter amounted to 
25,485 mortgages, or just about triple the 8,582 mortgages 
offered during the first quarter of this year. The rate has 
continued to grow during the current quarter. Offerings 
during July and August have come in at about 4,000 per week. 
If they continue at that rate, offerings in the third quarter 
will be about 50,000 mortgages -- amounting to $650 million, 
since the average mortgage purchased is about $13,000. 

Offerings in the first three months of this year had 
been unusually light. This partly reflected the slowdown 
in housing starts in the latter part of 1966, in the wake 
of tight money. But it also reflected the fact that inves­
tors, especially mutual savings banks, were eagerly buyingr. whatever mortgages were available at that time. 

By spring the situation began to change sharply. Hous­
ing starts were recovering to more normal levels, so that 
new mortgages were being created in greater volume. More 
important, the sharp increase in the volume of corporate 
bond offerings was pushing up the yields on those bonds to 
the point where investors such as mutual savings banks and 
insurance companies found them highly attractive as compared 
with mortgages. 

In turn, that meant that more mortgages were offered 
to FNMA. Yields on mortgages also rose, but not as sharply 
as on corporate bonds. If it were not for FNMA's conunitments 
to purchase, the rise in mortgage yields would undoubtedly 
have been sharper. The decline in FNMA purchase prices, 
announced in the attached release of August 26, brings FNMA's 
prices closer to prevailing secondary market prices. 
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Augu• t IS, 1967 
Tue•da y, 11 :55 p. m. 

FOR THE PRESIDENT 

FROM Joe Califano 

Attached l• a memo lrom Bob Wea.,er urgina that the FNMA 
•pecial a• ■ i•tance fund• for home builder• not be cut off. 
Among their fears, l• that the home builder• will come out 
agalnat the tax lncrea••· 

Thi• la one of many appeab of cut• you are going to receive. 
What I would auggeet on thb one b that we ••• how much money 
would be lo•t if we delay a month ln cutting off fund• until we get 
the tax bill out of the Way• and Mean• Committee. 

U you approve, I will di ■ cuae thil with Schultze and we will get 
back to you. 

Dlaapp~o••----Appro••--✓--

Attachment 



. 
IJ ,,. • 

June 2z. 1967 
,. 

Dear Eob: 

I have your letter and appreciato your 
writing as you hav~. 

The visit was my pleasure. 1 look 
forward to 21celng you a.gain soon. 

Best regards, 

Sincex-ely, 

W. :W.tarvin Watson 
Special A 1u:hta.nt 

· to the President 

1 ' (' ~I ' 1 J• ;,( 

Mr~ Robert L. 
315 .h1ontgomery 
Suite lZlO 
San Francisco, 

WMW:MJC:mlr 

Coat~ 
Street 

Cali!ornia 

!:X~CUTtVIE {:!,) 
7.2 ),;- T..., 

J/J/ I , , ,' ,. • // 
/1'_,P', ,;/ ti 

7,e 1/5-

FC:/7? 
;::..-~/7t!J -6' 

RECEIVED 
JUN 2 3 1967 
{,r,· ·r""' .. , • 
,: '. t. \, . - ; : . . , 

'·· ; 

https://1u:hta.nt
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Jun• 13. 1967 

cx~c~rnv~
7-.__> .. ~_;~ '(j) 
Fe;:: //0 
/.6-17?'-?' 
~6- /7c?-7 
;--c;; c✓.9/ 
FC-/'/CJ-t 

MEMORANDUM FOR 

HONORABLE HENRY H. FOWLER r ,. 
f ;' SECRETARY OF THE TREASURY 

The President ha• approved the reco·mmendati'ln in your 
June 10 memorandum that the Presidential review pro• 
cedure be dlecontinue-d for •hort•term taauea by the 
Hou.aillg .Aaehtance Admint.tratton. the Renewal A••l•t• 
a.nee Ad.mlnl•tratlon, the TVA, and J'NMA aecondary 
market ehort•term not•••

' I l•J!;.• 

•'f··· 
!Ju , f I 

,;t:,· 
t .. 16/ 
,. Joaeph A. Calllano, Jr. 

Special A1•l•tant to tbe Pre ■ ld.ent 
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'--;1'HE WHITE HOUSE 
/ • FG'/7~-~

WAS!IINC1'0N C, 

May 27, 1967 
3:30 pm. , Saturday: ______ .. 

FOR THE PRESIDENT ~ 

/\,a()\- - FROM: Joe Califanf u•-
Attached are memoranda from Fowler and Duesenberry 
recommending your approval for the sale by FNMA in June of 
about $900 million_ of participation certificates. 

The January Budget called £or sale of $2,880 million partici­
pation certificates through FNMA in fiscal 1967. $1,100 million· 
was sold in January and $900 million in March. The proposed 
sale would complete the 1967 budget program. 

The maturities and a.mounts would be approximately as follows: 

IMaturity To the market To trust Funds Total r' / 
{in millions) 

2 yrs. 3 
months $350 $100 $450 

I 

5 yea.rs 300 150 450 
I 

I 
i 
I 

$650 $250 $900 

I In order to a.void pressure on the long-term market, the proposedI· 
issue is confined to relatively short-term securities.I 

Treasury requests your decision by Monday, May 29, to meet the 
proposed schedule for the sale. This schedule must be met if the 
sale is to be completed in fiscal year 1967. 

I recommend that you approve the sale. 

, App;oveL Disapprove ___ _ 

Attachments 
(: , : 
., 



J. 

MEMORANDUM 

THE WHITE HOUSE 

WASHINGTON 

,.. ,·f,;; ..• 

3:15 p. m. Saturday 
May 20, 1967 

FOR THE PRESIDENT 

FROM Joe Califano 

i 

• t 

.,, 
Attached are memoranda from Fowler and Duesenberry recom­
mending your approval for the June sale of about $400 million in 
FNMA debentures. 

All the proceeds will be used to pay off a maturing issue. No 
new money is involved. Government accounts will take a small 
part of the is sue. 

I£ FNMA does not sell these debentures, it would have to borrow 
from the Treasury. 

Fowler W(?Uld like your approval by Monday to meet his sale 
schedule. 

I recommend your approval/ 

Approve ____ _ Disapprove ___ _ 

Attaclunents 

·. , 



10; ' , ;irTIVE_@ 

• . if THE UNDER SECRETARY OF THE TREASURY r ~ ./ 
WASHINGTON 25, D.C. r' _$ / ~ 

• , APR 1 C 1967 F6-;jc;-6 
' MEMORANDUMFOR THE PRESID~ R//~ 

Subject: Remaining Participation Sales in Fiscal ~ 
Year 1967 

£I would like to correct a figure that I left 1tlth _______ _ 
you at the April 4 meeting with Under Secretaries in 

- - our discussion of the remaining participation sales 
in this fiscal year. I told you that we still had 
$1.1 billion to go. I was in error by $220 million. 
We.have $880 million still to do. 

The January budget provided for parti~ipation 
sales through the Federal National Mortgage Associa­
tion of $2,880 million. Of this, $2 billion has 
already been done ($1.1 billion in January and $900 
million in April). This leaves $880 million still 
to be done -- probably in May or June. 

The budget also provided for $700 million of 
Export-Import Bank participations. Of this, $500 
million was done in February. Another $400 million 
was just announced on April 5. This will provide a 
margin of excess against the likelihood that some of 
the outstanding older Ex-Im participations may be 
"put" by investors in-May -- prior to their scheduled 
maturity. 

ss.10aap41zs; 
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THE WHITE HOUSE 
l-~/70 L_WASHINGTON 

r-c;:../ 7 C) - ~ 
MAR14 i967 FcC//-/° 

Dear ~ •• Oecnrtary: 
/-1,+F~ /~ ~~4~~ 

In ·resporu;.e to your letter ot 1'ecemoor 23, 1966, rr.y letter of October·l, 
1966,·making $1,070,000,000 of Feucral National Mortgnge Azsoc1ation 
speci'nl' aso1stance nuthorizntion ava.1lablc for cOClmitmentsby the 

'Acooci~tion t.o purcha.ne morten6eG on housing for low and moderate 1ncx:iu. 
:rar.iuies··llh1ch are· inaured under section Z.!l(d)(3) of the liat1on:.il. 
BQt.ici-ng Act and bear interest below the maximum rate under FHA rc{;ula• 
ti~ns, ·ifl hereby w:noooedto provide that not more than $20,000,000 ot 
·a'-lch amqunt may be IIIE\deovoilnble for FN:,1/\'s comm1t,nento to purchase 
mortsa,ccs·. inaurecl under a.ection 22.l(h) ot t.be National ~ing Act. 

-The fo.re~ina $1,870,000,000 shnl.l be :further 1ncrea3ed b)" &m0wits m.de 
. avnil<tble !'or purchaae or mortgo.gcB by salco, made nf'ter October l, 19li6, 

•. but pr1Qr; to July 11 1967, under section 30~(c) ot tho FNMAChart.er Act., 
of.beneficial. int~reats or participations 1n mort&3aes purcba.sed under 

•.other. ~~iden~ial authorization.a, t&.ndo.mouuts under such Pres1dentilll. 
. • a_utho~iz_q.tiona Ghnl.l be correaponu1ngly redu~d. The increa.noo when 

added t.G :amounts ma.do ava.11.uble tor purchase ot mortsoe-.es within thi• 
autbo!izat1on by sales of bcoo.ficial. 1nteresta) or part.1c1pationa 1Jl auch 
mortgllgei. shall not. excea-d $300,000,000. 

The :foteG01118 amounta are the ag&regat.. amount at purcbaseo and commit• 
~nta which rDJX¥be outstanding at any one time, o.nd are based upon~ 
detenn1n.at1on, pureuant t.o oect1on 305 ot the Federal National Mortgage 
~aodat~n Charter Act., that sw:h nation ie 1n the public 1nterent. 

Sincerely., 

LJ'.1TDOHB•l JDiilfSON. 

Honorable Robert c. Weo.ver 
Sccret.n.17 ot 'the Departm,ent ot Dousing 
.••and U:rban Developn.ent 
W~a~n., 1:1.c. ro4J.O 

FORWHrrEOOUSEFILES 
r 

j 

https://Sccret.n.17
https://mortsoe-.es
https://Chart.er
https://liat1on:.il
https://purcha.ne
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EXECUTi\lE 

THE CHAIRMAN OF' THE 1-=J 3 
COUNCIL OF ECONOMIC ADYISERS 

~G /?a-(:, 
-J---f ~ ,,- s T. WASHINGTON 

February 24, 1967 . 

•: 

MEMORANDUM FOR THE PRESIDENT 

Subject: FNMA Sale of Participati'~n ·Certificates in March 

1. . Treasury proposes an issue of $750-900 million of FNMA participation 
• certificates. However, their present thinking is to restrict it to $750 
•million. 

They would sell $350-400 million in a 3-year maturity with the• 
balance in maturities over 5 years. • 

None of the issue would go to trust funds •• 

This would leave $1,. 030 million to be sold late'r to meet the• 
budget target. 

z. In the last three weeks, bond yields have risen and the market no longer 
expects a rapid decline in rates. • 

We expect rates to go down again, but ·we should avoid any action• 
which disturbs the market. 

Bond buyers expect some long-term P. C. issues but the amount·• 
of long-terms should be minimized. 

3. In spite of the political objections, it would be desirable to schedule 
.some trust fund purchases.. • 

I • 
The issue could consist of• 

$400 million public sale of 3-year maturity, 

$150 million public sale of longer term securities,- and 

- $150 million trust fund purchase at the long.er end. 

That would reduce the burden on the longer. term market.· It would• 
also indicate that the market will not have to absorb all the remaining 
P.C.'s. 

I,Nothin~ else sent .to .. 
. Central Fil~s as ot .3:fff..(.. 7 : •. 
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EXECUTIVE OFFICE OF THE PRESIDENT 

COUNCIL OF ECONOMIC ADVISERS 

WASHINGTON 

GARQ,-j ER ACKLEY, CHAIRMAN February 13, 1967 
.JAME5 5. QUESENBERRY 

ARTHUR M. OKUN 

MEMORANDUM FOR HONORABLE JOSEPH A. CALIFANO, JR. 

Subject: Sale of FNMA Participation Certificates 

1. Treasury proposes an offering of $900 million of FNMA 
participation certificates with 

up to $300 million going to trust funds and 

the balance to the public. 

Treasury plans o~e more issue of this size to 
complete sale of $1. 8 billion of FNMA certificates 
called for in the budget. 

Sale to trust funds would be held to the minimum 
permitted by market conditions. 

2. Money market conditions continue favorable. 

The proposed sale should not have an adverse 
effect on credit flows. 

I recommend that this issue be approved. 



COMMITTEE ONCECIL R. KING 
WAYS AND MEANSSltVDffUNTH DlsnttCI' 

CALl"'°'"IA 
JOINT COMMITTEE ON 

INnRNAL REVENUE TAXATIONW,._NOTON AoollEH, 

2309 RAY■URN ■UILDING <ongre,i of tl)e llniteb 6tate, 
JOINT COMMITTEE ON 

NDUCTION OF NONSSKNTIALERWIN L, (■uD) P'UMMER J,oust of l\tprt1tntatibt1 
A.OMINISTlllATIVE AS .. STANT 

llla-'{Jington,a.C. 

January 24, 1967 

'l'be Honoraole 
Lyndon a. Jonnaon 
Preaident of the united 8 
waanin9ton, 1>. c. 

The California ti congreaaional 
Delegation naa dor d Mr. R&yaond H. 

the l'edar tional IIOrtgage Aaaociation. 

The Deleg • hopeful tbat ~our favor-
able conaideration -Yoe given to hi• en­
dos-aament. 

Sincerely, 

Cecil a. 
)(
Kift9, Chairman 

C&lifornia Democratic 
i--Congreaa1onal Delegation 

....--cc: Mr. Henry Wilson 
Mr. John Bailey 
Mr. Robert Coate ~- ... 

Mr. Charles Warren r:. 
:· RECEIVED.. 

FEB 2 1967 
CENTRALFILES 
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MEMORANDUM FOil 

JOHN MACY 

I doa•t kaow thi• maa bat •• tia• beea bi&bly 
recomm.eaded •• Cbalrmaa for the Federal 
National Mortsa1• A■ •oclatiOD. 

t 

■ .. I ■ 

. 
x... 

Encl. - Re•wn• of aaymoad H. Lapla 
1 

• 

fs 
.; .:J 

f 

Frr11tJ-(p 

-f-G ') .:,;-

R~ ~10 Jh 

.. 
I'-- I l' 

. .. 

-.. 

t:rn:,··. 
J. 
CEi{i 1\1,L h • 



• Memo To___ __ ____________ _J_ake J_a_c_o_b_so_n 

As per our conversation earlier today I am attaching a brief version 
of Ray Lapin's background. 

We think he is innovative and an able person who has made his mark in 
the private enterprise system as a very successful businessman and 
at the same time is a dedicated civic and community worker. 

He has been active in California politics and California civic affairs. 

Those of us who have had contact with him have been impressed with 
his qualities and think his appointment would be a most useful one 
for the American people and American housing. 

I can get you more idbrmation if you need it. 

from 

Date-.....:J:;..;an=u=ar=--y____;:;6_._,-=19.;:;..6.;:;_7-'-- NATHANIELH. ROGG 
Ezec:utive Vice Pre•ident 



RAYMONDH, LAPIN 

Education: 

B. S. Degree in 1942, University of California, College of Business Administration. 

Master Business Administration Degree in Finance in 1953, University of Chicago. 

Additional graduate work, Rutgers University, Graduate School of Banking of the 
American Bankers Association. 

Employment Record: 

1966 Commissioner Economic Development Agency, State of California and Chairman 
of Governor's Economic Task Force. Also consultant to Transamerica Corporation, 

1956 - 1966 Founded, organized and developed Bankers Mortgage Company of California. 
Started as one-man firm and expanded to a mortgage banking firm with a portfolio 
of seven hundred million dollars, 

In 1964 this company was merged with Transamerica and Mr. Lapin retained the 
presidency ur.til he joined Governor Brown. Company was a pioneer in developing 
mortgage lending practices particularly for low income families in California. 
Mr. Lapin also pioneered in bringing pension funds into the mortgage market. 

1947 - 1956 (approximately) 

Employed by Federal Reserve Bank of Chicago in the Research Division. Last 
assignment: Administrative Head of the Research Division. 

Military Record: 

Entered U. S. Army as private and rose to the rank of Captain. 

Community and Civic Record: 

Member, Public Utilities Commission of the City and County of San Francisco 
Member, Art Commission of the City and County of San Francisco 
Member of the board of numerous civic enterprises including: Mount Zion Hospital, 
San Francisco Foundation for Spanish Speaking People, San Francisco Council for 
Civic Unity, etc. 

Political Affiliation: Strongly democratic. Served on Finance Committee for 
California, Johnson-Hump~rey Campaign of 1964. 
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The Situation: 

On April 30, ,1966, the Federal Home Loan Bank Board imposed a rule 
that they would not bail out S&Ls who had made commitments to 
builders which were in excess of what could be considered commen­
surate with the four months' average inflow of savings prior to 
the commitment date. In view of the very low net inflow in recent 
months, this makes the typical S&.L hard-put to enter into any 
commitments. The rule is still in effect. 

Recommendation: 

Eliminate the four months' moving average rule and return to the 
prior regulation that, with a good balance sheet, S&Ls can commit 

. a specified portion of their savings. 

N.B. If this rule could be adopted, there is still another Which 
.,,_ •• , ..a "'--

Memo To 
·---• "--'-• • 

Mr. 
• 

Jake Jacobson >ie'. j 
ts 

Dear Jake: 

Her~ is the suggestion about S&Ls which I • 
mentioned to you yesterday. 

~ - from )( 

HATHAHIEL H. ROGG 

Date 
January 23, 1967 Executive Vice Pru/dent 
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THE SECRETARY OF THE TREASURY 
FG/7~-b

WASHINGTON -1961~//OJAN 4 

MEMORANDUMFOR THE PRESIDENT 

Subject: Interest Rate on FNMA Participation 
Certificates 

The current sale of FNMA participation cer­
tificates will carry a rate of 5.20%. Agreement 
between FNMA and the underwriting syndicate was 
reached today, with our approval·, and will be 
officially announced tomorrow, January 5. 

We regard these terms as quite satisfactory. 
The 5.20% rate on the current $1.1 billion sale 
compares with rates on the last participation 
sale (June 1966) which ranged from 5.375% to 
5.75%, depending on maturity. The lower rate 
reflects 
conditions 
certificate 
market. 

both 
and 

to 

the 
the 
make 

improvement in general mark_et 
redesign of .the participation 

it more attractive to the 

H»v¼~ 
Henry~. 

H . =tvv.i~ 
Fowler 

o·, -· 
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F'G~.3~ 
THE CHAIRMAN OF THE{fa F6.23.3COUNCIL OF ECONOMIC ADVISERS 

WASHINGTON ,r..ra 
~//-$ 

January 3, 1967 ,£(;-//- / ~ 

,rt;//0 
·. 

( 
/' t- MEMORANDUM FOR THE PRESIDENT 

Subject: Purchase of Housing Agency Securities by the Federal 
Reserve 

I did not carry out your request, conveyed to me yesterday 
by Charlie Schultze, that I urge each member of the Federal Reserve 
Board that the Fed purchase FNMA or FHLBB securities. There 
were three reasons why I did not want to do it, at least until I had 
a chance to give you my views. 

1. I had already discussed the subject with most of the Board. 
All but two members - - as well as the staff - - are 
violently opposed. 

2. The analysis that we and the Treasury have done convinces 
us that it would have so insignificant effect on housing 
finance that it is not worth a fight with the Board. At 
most it could be of symbolic, not real, importance. 

3. An effort to persuade them to do it could easily spoil the 
cooperation that we are getting, and hope to get, on the 
really major is sue. If the Board will continue to move 
vigorously toward easier money, this will do more for 
housing than any piddling purchase of Agency securities. 
They are touchy enough on our suggesting the general 
direction of their policies (even when they agree with us). 
They resent much more our getting into the details of 
their business. 

As you know, the Board has already made some small repurchase 
agreements involving housing securities, because it fitted in with their 
open market requirements. They may do some more. But it won't 
make any difference. 



JANl11"'7 
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Incidentally, they point out that release of the remaining 
FNMA special assistance funds is the most powerful weapon now 
available to give housing an immediate shot in the arm. If we're 
so interested in helping housing- - - - - -
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I 
JOHN MACY 

• ...Tlll• maa baa beea lllallly recommeadecl •• 
tba aew FNMA replacement for Baa1lamaa. 
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Jake JacobHa ,. . . 
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___________ 

..' 

.,,. ... 

Memo To _____ J_ak_e_J_a_c_o_b_so_n _ 
I• 

In accordance with my conversations with you. 

Ambassador Lloyd Hand is getting additional 

infonnation on this for me, and of course this 

will be available to you. Will be in touch. 

Larry 

4f 

from 

LARRY BLACKMON 
Date _________ _ Preaident 



STATE OF CALIFORNIA EDMUND G. BROWN, Governor 

DEPARTMENT OF FINANCE 

ECONOMIC DEVELOPMENT AGENCY 
ROOM 523, 926 J BUILDING 
SACRAMENTO, CALIFORNIA 95814 

RAYMONDH . LAPIN 

Commissioner 
Economic Development Agency 

State of California 

Raymond H. Lapin was appointed Commissioner of the California State 
Economic Development Agency, and principal economic advisor to the 
Governor, by Governor Brown in late September, 1966. In assuming 
this post, Mr. Lapin also became Chairman of the Governor's Economic 
Task Force, as well as California State liason officer to the Small 
Business Administration and the Economic Development Administration 
of the Federal government. 

Prior to his appointment, Mr. Lapin enjoyed a unique career in business, 
financial, political and community life: 

Business and Financial 

. 
In accepting his assignment with the State of California, Mr, Lapin· 
resigned his position as President of Bankers Mortgage Company of 
California, the fastest growing mortgage banking firm in the United 
States since its inception, and one of the dozen largest in the 
nation. Mr. Lapin founded Bankers Mortgage Company in 1956 as a 
one-man firm and in ten years expanded the company's portfolio of 
California mortgage loans to approximately $700,000,000. In 1964 
he merged his company into Transamerica Corporation, retaining the 
presidency until his recent appointment. 

Among the fifty-five mortgage investors of Bankers Mortgage Company 
are: Chase Manhattan, First National City of New York, Morgan­
Guaranty, Manufacturers-Hanover, Bankers Trust, First National Bank 
of Chicago, Old Colony Trust of Boston, Mellon Bank of Pittsburgh 



page two 

(commercial banks); American, Bowery, Central, Dry Dock, Franklin, 
Greenwich, Kings Highway, Lincoln, Brooklyn, South Brooklyn, 
Manhattan, New York Bank for Savings, Union Dime, Williamsburgh 
(savings banks); AFL-CIO Pension Funds, Washington, D.C.; and in 
California, the State _Employment Retirement System, the Board of 
Regents of the University of California, and the Northern California 
Council of Carpenters. 

Indicating the unusual confidence placed in Mr. Lapin by banks, prior 
to his company's merger into Transamerica Corporation, Bankers Mortgage 
Company's commercial bank credit lines exceeded $80,000,000, despite 
the company's relatively low capital of approximately $500,000. These 
lines were with the Bank of America, Wells Fargo Bank, Chase Manhattan, 
and several others. 

Under Mr. Lapin's guidance, Bankers Mortgage Company helped to pioneer 
a number of forward-looking mortgage banking policies and practices 
which advanced the interests of the housing industry and the community 
generally, including facilitating the flow of institutional funds t~ 
California in large volume and early pioneering in the financing of 
low-income and open-occupancy housing. Recently, during the present 
mortgage money shortage, Mr. Lapin was primarily instrumental in 
conceiving and o~ganizing Governor Brown's successful effort to channel 
several hundred million dollars of pension fund money into mortgage 
finance for housing. 

Following World War II, in which he rose from private to captain in 
the Army, Mr. Lapin was in 1950 named administrative head of the 
research department of the Federal Reserve Bank of Chicago, where he 
directed the activities of a sizeable economic research staff. He 
left this position to return to San Francisco to enter the mortgage 
banking business. 

For a· number of years Mr. Lapin has been active as a board member, 
committee chairman and member of business and trade associations, 
including local and national home building and mortgage banking 
associations and organizations such as local and state Chambers of 
Commerce in California and the San Francisco Bay Area Council. 

Political 

Mr. Lapin has been a registered Democrat since reaching voting age. 
In 1946 and 1947 he helped organize the San Francisco Young Democrats 
and was that organization's first vice chairman. 

\ 
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For a number of years Mr. Lapin has been a principal fund raiser and 
contributor to the Democratic Party in California. H~ has served on 
finance committees for U. S. Senator Clare Engle, Governor Brown, 
San Francisco Mayor John F. Shelley, Congressman Clem Miller, Pierre 
Salinger and Alan Cranston. He was a member of the Johnson-Humphrey 
California Finance Committee in 1964. 

Mr. Lapin has been a member of The President's Club since its inception, 
and has brought a number of other members into.that organization. He 
is also a member of the Golden Bear Club in California, an organization 
similar to The President's Club on the state level. 

A member of the Chairman's Advisory Committee of the California 
Democratic State Central Committee, Mr. Lapin was an alternate delegate 
to the 1964 Democratic National Convention. 

Community 

Mr. Lapin has served as a member of the Public Utilities Commission 
of the City and County of San Francisco, which administers the public 
transportation and water systems ot' that city and the San Francisco 
International Airport. He has also served as a member of the Art 
Commission of the City and County of San Francisco. 

Interested for many years in urban renewal and low and middle income 
housing, Mr. Lapin and his company have organized and financed a number 
of redevelopment projects in the San Francisco Bay Area. He personally 
was the financial backer of the Acorn Project in Oakland. Mr. Lapin 
is also vice-chairman of the San Francisco Development Fund, which 
stimulates low-income demonstration projects. 

Mr. Lapin's other community activities include: 

Member of the Board of Directors, Mount Zion Hospital, San Francisco. 

Member of the Board of Directors, San Francisco Council for Civic Unity. 

Chairman, San Francisco Business and Professional Division, 1966-1967 
Jewish Welfare Fund. 

Member of the Advisory Board, San Francisco Foundation for Spanish 
Speaking People. 

President's Fund, National Steering Committee Campaign, University of 
Chicago. 

Member of the National Committee, National Conference of Christians 
and Jews. 

\ 
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Personal 

Legal address: 20 San Buenaventura Way, San Francisco, California. 

Born on February 13, 1919, at Inglewood, California. Age, 47. 

Married 
1950. 

to Mary Elizabeth Woodcock 
No previous marriage. 

at St. Brigid's Church, San Francisco, 

One child, a son, John Grattan Lapin, who was 15 on October 17, 1966. 

Religious affiliation: Temple Emanu-El, San Francisco. 

Clubs: 
Club of 

Concordia-Argonaut, 
San Francisco. 

San Francisco Commerical Club, World Trade 

Education 

Graduated from Galileo High School, San Francisco, 1937. 

University of California, College of Business Administration, B. S. 
Degree in 1942. 

University of Chicago, M. B. A. Degree in Finance in 1953 (at night). 

Rutgers University, Graduate School of Banking of the American Bankers 
Association, Investments Course, 1954. 

U. S. Army, Officers Candidate School of the Adjutant General's 
Department and Advanced Officers' Course, Adjutant General's Department. 

- December 9, 1966 
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THE WHITE HOUSE\ 1 ;:-G//0 
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3:00 p. m., Wednesday 
December 7, 1966 

FOR THE PRESIDENT rnA~ . 
FROM Joe Califano v1J• 

Attached arc mcn101·anda from Joe Da1·1· and Gardner Ackley 
recommending the sale of $1. l billion in participation certificates 
($600 millio~ to the public and $500 million to the trust funds). 

At your suggestion, Barr has double-checked the matter with 
Bill Martin and Ackley and looked into the possibilities of increasing 
the sale. 

Martin has said he would not object to the sale and recommends 
that Treasury proceed. 

Ackley feels that the sale will disturb the market a little and annoy 
some financial people, but recommends that the issue be approved 
in view of the debt problem and the difficult job of finding another 

[, I I 

suitable sales date. 

Barr, Schultze and Deming recommend against raising the total 
amount of the sale. Their judgment is that the market could not 
take more than $900 million and that there would be too much 
political flak if the trust funds were to buy up more than $500 
million. 

Wilbur Mills told Barr that we should sell participation certificates 
before Congress reconvenes to help shield the program against 
Republican attacks that the Administration no longer needs the 
sales authority. In addition, Barr reports that unless the issue is 
offered soon, the next sale could not take place at least until 
March -- and this would mean a larger debt limit increase in 
January. 
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COMPTROLLER GENERAL OF THE UNITED STATES 

WASHINGTON, D,C. 20548 

B-114828 

Dear Mr. President: 

Herewith is a copy of our report to the Congress on the 
examination of the financial statements of the Federal National 
Mortgage Association, Department of Housing and Urban Develop­
ment, for fiscal year 1965. 

The report is being sent to you pursuant to section 106 of 
the Government Corporation Control Act (31 U.S.C. 851). 

Comptroller General 
of the United States 

Enclosure 

The President 
The White House 
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COMPTROLLER GENERAL OF THE UNITED STATES 

WASHINGTON, D.C. 20548 

NOV 3 0 !966 
B-114828 

To the President of the Senate and the 
Speaker of the House of Representatives 

The General Accounting Office has examined the financial state ... 
men ts of the Federal National Mortgage Association, Department of 
Housing and Urban Development, for the fiscal year ended June 30, 1965, 
which include a statement of accountability of the Government Mortgage 
Liquidation Trust, Federal National Mortgage Association, trustee. Our 
examination was made pursuant to the Government Corporation Control 
Act (31 U.S.C. 841) which requires that an annual audit report be made 
by the Comptroller General to the Congress. 

The report contains our opinion that, except for certain items re­
lating to the Government Mortgage Liquidation Trust as explained in our 
ucomments on Financial Statements," the agency's accompanying finan­
cial statements (schedules 1 through 9) present fairly the financial posi­
tion of the Federal National Mortgage Association at June 30, 1965, and 
the results of its operations for the year then ended. 

Our report points out that the Association published a statement 
of accounta~ility and a related statement for the Government Mortgage 
Liquidation Trust (schedule 10) but did not publish statements of finan­
cial position, income and expense, and sources and application of funds 
for the Trust. In our opinion, the latter statements would more clearly 
show the financial position of the Trust and the results of its operations. 

Our "Comments on Financial Statements" deal primarily with the 
presentation of the accounts arising from the sale of participation· certif­
icates which affect certain financial statements of the Association and 
the Trust. Our comments do not relate to the secondary market activi­
ties of the Association in which the public has an investment. 

The comments of the President of the Association and the action 
to be taken by him on the basis of our comments are recognized in the 
report. We were advised that the Association would adopt, or consider 
adopting, for future published financial statements, the suggestions made 
in our "Comments on Financial Statements." 



B-114828 

Copies of this report are being sent to the President of the United 
States; the Secretary of Housing and Urban Development; and the 
President, Federal National Mortgage Association. 

Comptroller General 
of the United States 
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REPORT ON EXAMINATION 

OF 

FINANCIAL STATEMENTS 

OF THE 

FEDERAL NATIONAL MORTGAGEASSOCIATION 

DEPARTMENTOF HOUSING AND URBAN DEVELOPMENT 

FISCAL YEAR 1965 

INTRODUCTION 

The General Acc~ui:iting Office has made an examination of the 

financial statements of the Federal National Mortgage Association 

(FNMA),Department of Housing_ and Urban Development, for the fiscal 

year ended June 30, 1965, pursuant to the Government Corporation 

Control Act (31 U.S.C. 841). The scope of our examination is de­

scribed on page 11 of this report. 

FNMAwas created as a wholly owned Government corporation in 

1938 and was rechartered by the Congress as a mixed-ownership cor­

poration in 1954. FNMA is a corporate instrumentality of the 

United States in the Department of Housing and Urban Development. 

FNMA's general policies are determined by a 5-member board of di­

rectors. The ~ecretary of Housing and Urban Development, the.Hon­

orable Robert C. Weaver, is the Chairman of the Board of Directors 

and appoints the other four members. 

The President of FNMA, Mr. J. Stanley Baughman, is responsible 

for the general supervision of the FNMA's business affairs in ac­

cordance with the general policies determined from time to time by 

the Board of Directors. 

FNMA is engaged in (1) the purchase of residential mortgages 

insured by the Federal Housing Administration (FHA) or guaranteed 

by the Veterans Administration (VA) and of certain other 
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Government-held mortgages resulting from Federal housing programs, 

(2) the administration of the portfolios of these mortgages, and 

(3) the sale of these mortgages to the public at such times as 

there is a market demand. The FNMA Charter Act (12 U.S.C. 1717) 

segregates FNMA's activities into (1) secondary market operations, 

(2) special assistance functions, and (3) management and liquidating 

functions. The act requires FNMA to maintain separate accountabil­

ity for each activity. 

Funds required to finance FNMA operations were obtained prin­

cipally through (1) the sale of debentures, short-term discount 

notes, and common stock to private investors, (2) the issuance of 

notes and preferred stock to the Secretary of the Treasury, and 

(3) the net proceeds from the operations of FNMA. An additional 

source of funds was made available with the enactment of the Hous­

ing Act of 1964 (12 U.S.C. 1717). By this act, FNMA, together with 

VA, was authorized to create a trust to sell participation certifi­

cates to private investors. Under this law, a trust, known as the 

Government Mortgage Liquidation Trus~ (GMLT), was created on Octo­

ber 1, 1964, with FNMA as trustee. 

The Housing Act of 1964, in effect, provided a means for sub-

_stituting private investors' funds for the United States Treasury's 

funds invested in first mortgages owned by FNMA. FNMA administers 

its fiduciary functions as trustee for GMLT under the management 

and liquidating functions of FNMA. On October 19, 1964, FNMA, as 

trustee, sold, for delivery on November 2, 1964, $300 million worth 

of serial participation certificates involving the portfolio of 

FNMA's special assistance functions mortgages to the extent of 

$200 millio~ and the portfolio of VA's first mortgages to the ex­

tent of $100 million. The certificates, which were issued in reg­

istered form, are payable in annual installments of $30 million and 

2 



will be retired in 10 years. The certificates cover principal and 

interest payments to be derived from $204.6 million worth of first 

mortgages owned by VA and from $428.1 million worth of FNMA's spe­

cial assistance functions mortgages which were specifically set 

aside for that purpose. 

In addition, under the provisions of the first supplement to 

the above-described trust indenture, dated June 1, 1965, on June 15, 

1965, FNMA as trustee, sold, for delivery on July 1, 1965, $525 mil­

lion of participation certificates .. This sale involved VA to the 

extent of $275 million ·and FNMA to the extent of $250 million. 

These certificates are payable in annual installments of $35 mil­

lion and will be retired in 15 years. 

The proceeds from the above-described sales of participation 

certificates were applied by FNMA to reduce amounts it had borrowed 

from the United States Treasury. Interest and principal pay~ents 

to be derived from the mortgages will be used by the trustee to pay 

the interest on the certificates and to provide for their redemp­

tion at maturity. 
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COMMENTSON FINANCIAL STATEMENTS 

CERTIFICATE LIQUIDATION DEPOSITS HELD BY FNMA 
NOT RECORDED UNTIL TRANSFERRED TO TRUST 

The certificate liquidation deposits with the GMLT trustee 

(FNMA) shown on the combined balance sheet (schedule 1) do not in­

clude $7.8 million collected by FNMA in June 1965 on mortgages sub­

ject to GMLT. These collections were remitted by FNMA to GMLT in 

July 1965. 

The GMLT indenture provides that all collections by FNMA of 

principal and interest on the mortgages designated 'for GMLT, exclu­

sive of an agreed-upon amount for servicing compensation, are the 

property of GMLT. There is a further provision that such collec­

tions are to be remitted by FNMA to GMLT within the period of time 

established by GMLT, but in any event not later than 60 days after 

receipt. We believe, therefore, that collections made by FNMA 

which belong to, but have not yet been remitted to, GMLT should be 

recorded on FNMA's books as a liability until such time as the col­

lections are remitted by FNMA to GMLT. 

Accordingly the combined balance sheet (schedule 1) and the 

balance sheets of the special assistance functions (schedule 5) and 

the management and liquidating functions (schedule 7) should have 

shown liabilities to GMLT at June 30, 1965, for the collections 

made by FNMA in June but not remitted to GMLT, in the amounts of 

$7.8 million, $5.8 million, and $2 million, respectively. 

We were advised that FNMA concurred in our view and that the 

collections made by FNMAon mortgages designated for GMLT but not 

yet remitted to GMLT would be recorded as a liability in future 

published financial statements. 

4 



MORTGAGESSUBJECT.TO TRUST AND FNMA EQUITY IN TRUST 
NOT CLEARLY DISCLOSED IN FINANCIAL STATEMENTS 

The total mortgages of $4.2 billion shown on the combined bal­

ance sheet (schedule 1) include $421 million worth of FHA-insured 

and $315 million worth of VA-guaranteed mortgages, a total of 

$736 million, that are subject to GMLT. FNMA shows the mortgages 

subject. to GMLT, along with other data pertaining to its mortgages, 

in a general footnote to the combined balance sheet. Further, on 

the combined balance sheet the certificate liquidation deposits of 

$15 million have been deducted from the $200 million worth of GMLT 

participation certificates and the result has been deducted from 

the total mortgages. We believe that, to more clearly show the 

mortgages subject to GMLT, they should be shown separately, ade­

quately identified, under the mortgages and related receivables in 

the assets section of the combined balance sheet. We believe atso 

that FNMA's equity in GMLT should be clearly shown in the same sec­

tion of the combined balance sheet. 

Provisions of th~ trust indenture establishing GMLT call for 

the sale of participations in the principal and interest payments 

due from designated mortgages made subject to GMLT. All the col­

lections received by FNMA on the designated mortgages are to be 

turned over to the trustee and used for payment of interest, when 

due, on the particip~tion certificates and for their redemption at 

maturity. In order that the funds so transferred may be sufficient 

to meet the obligations of GMLT, mortgages of FNMA with face 

amounts greater than the amount of FNMA's share in the participa­

tion certificates have been made subject to GMLT. 

Altho·ugh the mortgages subject to GMLT were not actually sold 

to the investors in the participation certificates, FNMA considered 

the sale of the participation certificates to be, in effect, a sale 
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of its mortgages and accordingly treated the outstanding certifi­

cates on its financial statements as a reduction in its assets. 

FNMA's position that the participation certificates represent a 

sale of its mortgages is supported by the Participation Sales Act 

of 1966 (12 u.s.c. 1717) which states, in part, that the: 

"effect of both past and future sales of any issue of 
*** participations shall be the same, to the extent of 
the principal of such issue, as the direct sale*** of 
the obligations subject to the trust." 

We believe that, to more clearly show the mortgages subject to 

GMLT and the equity of FNMA in GMLT, the $736 million worth of 

mortgages subject to GMLT should be shown separately from the re­

maining $3.5 billion worth of mortgages held by FNMA in the assets 

section of the combined balance sheet. Further, the assets section 

should clearly show FNMA's equity of $551 million in GMLT--the dif­

ference between the $735 million worth of mortgages and the 

$185 million now shown as a deduction from mortgages on FNMA's bal­

ance sheets. The equity includes FNMA's $536 million equity in the 

mortgages subject to GMLT and its $15 million equity in other 

items .. In our opinion, the analysis of the $551 million equity may 

be shown in the assets section of, or as a·footnote to, the com­

bined balance sheet. This presentation also applies to the special 

assistance functions balance sheet and the management and liquidat­

ing functions balance sheet. 

We have been informed that FNMA will consider our comments on 

this matter when preparing future financial statements. 
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CLASSIFICATION OF INCOME ANO EXPENSE ATTRIBITT'ABLE 
TO USE OF PARTICIPATION-CERTIFICATE FINANCING 

FNMA has combined with its regular income and expense those 

items of income and expense allocated to it by GMLT that are attri­

butable to the use of participation-certificate financing. During 

fiscal year 1965 income of about $282,000 and expenses of about 

$155,000 were related to GMLT financing. 

We believe that it.would be more· appropriate for FNMA to show 

those items.of income and expense directly attributable to the use 

of GMLT financing separately in its financial statements, as this 

means of financing is relatively new and the Congress should be 

fully informed as to the costs involved. FNMA has informed us that 

it will set forth those items of income and expense allocated to it 

by GMLT separately in future financial statements. 

Also, FNMA shows on its financial statements, as a deduction 

from its regular interest income, the amount of interest paid and 

accrued on participation certificates. This interest expense is 

deducted from income because FNMA considers the sale of participa­

tion certificates to be a sale of its mortgages and does not con­

sider the income on the sold mortgages to be earned income to FNMA. 

FNMA stated it~ position as follows: 

'twe submit that FNMA merely divides the interest income 
collections, and forwards the appropriate share to the 
Trustee; consequently, it is proper to deduct it from the 
total interest income collections. We contemplate chang­
ing the terminology on future financial statements, as, 
for example: 'Less interest of Trustee in interest income 
on mortgages set aside under the Government Mortgage Liq­
uidation Trust.'" 

The Participation Sales Act of 1966 states, in part, that: 

"The head of each such department or agency *-lrlr is au­
thorized to set aside a part or all of any obligations 
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held by him and subject them to a trust. *** The Associa­
tion shall *-lrlr act as trustee of any such trusts, and, for 

.the purposes thereof, the title to such obligations shall· 
be deemed to have passed to the Association in trust. -lrlr* 
The effect of both past and future sales of any issue of 
***participations shall be the same, to the extent of the 
principal of such issue, as the direct sale*** of the ob­
ligations subject to the trust." 

In view of the language cited above, we do not disagree with 

the principle adopted by FNMA. It should be noted, however, that 

FNMAdeducted from its regular interest income the interest paid 

and accrued on the participation certificates rather than the in­

teres·t income earned on the mortgages considered to have been sold. 

Webelieve that FNMAshould determine the amount of interest income 

earned on the mortgages subject to GMLT, as shown on its balance 

sheets, and deduct that amount from its regular interest income 

rather than deduct the interest paid and accrued oh the participa­

tion certificates. Any difference between the amount of interest 

income on such mortgages and the interest paid and accrued on the 

participation certificates should be shown under an appropriate de­

scription. 

LIABILITY FOR OUTSTANDING 
PARTICIPATIONCERTIFICATES 

Although FNMA's financial statements set forth, -as a deduction 

from its mortgages, the amount of the outstanding·participation 

certificates from which it benefited,. the statements do not dis­

close the contingent liability of FNMAas guarantor of all the par­

ticipation certificates outstanding. 

As payment of all certificates issued by GMLT, whether FNMAor 

VA benefits therefrom, is guaranteed·by FNMAin lts corporate ca-.. 

pacity and as the Secretary of the Treas~ry has·rendered an opin-

ion that FNMAmay borrow from the Treasury to fulfill its 
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guarantee, we believe that FNMA's financial statements should dis­

close its contingent liability for this payment in a footnote to 

its combined and other appropriate balance sheets. 

FNMA has informed ·us that, in the· future, a notation concern­

ing its contingent liability will be shown on the balance sheet of 

the management and liquidation functions. We are of ·th_e opinion 

that, if FNMA's combined balance sheet also will show this nota­

tion, sdequate· disclosure of its contingent liability will result. 

STATEMENT OF SOURCES AND APPLICATION OF FUNDS 

The amount of $152,548,198 shown on the statement of sources 

and application of funds (schedule 9) as redemptions of obligations 

of the United States Treasury and Federal agencies as a source of 

funds and a~ao as investment in obligations of the United States 

Treasury and Federal agencies as an application of funds, was in­

advertently overstated by $2,572,700. This overstatement did not 

affect any other financial statement of FNMA. 

STATEMENT__Qf ACCOUNTABILITY, GOVERNMENT 
MORTGAGELIQUIDATION TRUST 

GMLT was created as, and is being administered as, an autho­

rized activity of FNMA, pursuant to provisions of section 302(c) of 

its Charter Act. As FNMA's activities are subject to the Govern­

ment Corporation Control Act, we are of the view that FNMA'S ac­

tions as trustee of GMLT fall within the scope of the Government 

Corporation Control Act and that financial statements fully dis­

closing the status and results of GMLT activities are required. 

A statement of accountability and a related statement for 

GMLT, as published by FNMA, are shown as schedule 10. FNMA did not 

publish statements of financial position, income and expense, or 
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sources and application of funds. In our opinion, such statements 

would more clearly show the status of GMLT at June 30, 1965, and the 

results of its operations for the year then ended. 

FNMA has advised us that it will show the activities of GMLT 

in future financial reports in a manner which will present the po­

sition of GMLT and the results of its operations in a more accept­

able form. 
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SCOPE OF EXAMINATION 

Our examination of the financial statements of FNMA for fiscal 

year 1965 included an examination of the balance sheets as of 

June 30, 1965, and the statements of earnings and the statement of 

sources and application of funds for the year then ended. These 

statements are presented in this report on a combined basis and 

separately for each of the three functions of FNMA. We also exam­

ined the GMLT statement of accountability for the period October 1, 

1964, through June 30, 1965. Our review was conducted at the·Wash­

ington headquarters of FNMA and at two of the five agency offices. 

The agency offices we visited were those located at Dallas, Texas, 

and at Los Angeles, California. 

Our examination was made in accordan~e with generally accepted 

auditing standards and included such tests of the accounting rec­

ords and such other auditing procedures as we considered to be 

necessary in the circumstances. 
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OPINION OF FINANCIAL STATEMENTS 

The financial statements, schedules 1 through 9, presented in 

this report are the statements of fNMA. As explained in the sec­

tion "Comments on Financial Statements," we do not agree with 

FNMA's presentation in its financial statements of certain accounts 

relating to GMLT. 

In our opinion, except as noted in the preceding comments, the 

accompanying financial statements of FNMA(schedules 1 through 9) 

present fairly the financial position of FNMA at June 30, 1965, and 

the results of its operations and the aources and application of 

its funds for the year then ended, in conformity with aenerally ac­

cepted accounting principles applied on a basis consistent with· 

that of the preceding year and with applicable Federal laws. 

Schedule 10 contains the statements prepared by FNMAas 

trustee for Q1LT. As explained in the "Comments on Financial 

Statements," it is our opinion that statements of financial posi­

tion, income and expense, and sources and application of funds 

would show the financial po1ition of GMLT and the results of its 

operations more clearly tnan do the statements that FNMA prepared, 
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SCHEDULE1 
Federal National Mortgage Association 

COMBINED BALANCE SHEET 

Junt 30. 1965 
ASSETS 

a.tortaa1es and refated rece,vab~: 
FHA-Insured and VA-auarantetd mort1aaes at cost: 

Insured by Federal Housina Administr1t1011 ........ ·--· .. ·-···-··---·· ... - ... , ................. - ............................... $ 2.959.159.611 
Gu¥anteed by Veterans Administrat10n ........................·-·-·· .............,_.,.,-...... -,.- ..........................,_ .. ,, 1.281.9•2.94 7 

•. 241.102.558 

ltss Gomnment Mortaase liQuN:!1tion Trust pilt'ticioatlot\ 
Cf!ftificates outstandina , ............................................. -·-············· .. ····"''''' ..............-. S 200,000.000 

Certificate hquidat10n dec,os,ts with GMLT Trustff... ................................................ 15 330 449 18-4.669.551 
•. 056.433.007 

Direct mor·tgaae loans 1,ansf•red from HHFA: 
Unoaid orinc1D01..... .......... ..... . .......................... ·-········-················ .. · .. ·· 62.133.951 

D~c"o~:~:;;~~:s~i'os··~;~,i;;.,j"'i;;,;;; iffc:·······-··............................................6.199.•66 55.93-4 .• 85 

Unoaid orincipal . . ............. .................................. ............................ 2•.141.468 
Le,s unrealized equity.. ........ . ....... ·········-·····-·········· .......... ..................... J4,410.226 10.331.2•2 

Total m«taases .................. . ................... , .................... ······••····•·•·•··••••.. ·········-··········· .. ••·•••• •. 122.698.73• 
Accrued it'lte,rest receivable ............................................................ ··-····--···· ......................................... 17.657.85• 
Othet" receivables aris.int from mort1a1ts ................................................. •············-··-············"·••-•··" ... .. 4.992.420 

•.145.3•9.008 
Assets acQutfed throu1h fo,eclosurt and cl~s ,n process: 

Prooertv held pendina transfer to: 
fede.-al Housina Administration........ . .......................................................... . 9.110.720 
Veterins Administration ................................... •-·····-···· .... · ........................................................................ . 342.081 

Claims 1n proc.e,s ag~nst: 
Feder at Housing AdmimstrJtion ........................·-········- ...................... 21.958.578 
Veterans Administration ..............................................................._................................................................. 4.137.815 

35.549.194 
less allowance for losses ................................................................................................................................... . 1,318,692 

34.230.502 
Pl-ooertv held f0< &a11................................................................................................................................... 512 .• 97 
FHA debentures ... ......... .............................. .......................................................... . ........................ . 13.811.900 
N.CI ued intecest on FHA debentures and debenture POrtion~ daims ........................................... 358.065 

48.912.96• 

Other assets: 
Cash on hand and on d,oosit with tht U. S TreMUry..&( .................................................................... . 16.560.017 

Juno 30. 1964 

$ 2.99•.000.255 
l.'81.712.882 
•.'75. 713.137 

•. 475.713.137 

69.173.856 

13.880. 78-4 
•. 558.767.777 

18.558.911 
..550.011 

4.581.876.699 

13.387.590 
398.837 . 

10.760.4-48 
7.649.42• 

32.196.299 
1.092.650 

31.103.649 
2.995,039 

36.302.000 
852.7•1 

71.253.429 

9 .• 76.966 

~~:e:1ni~~~t~~~~~~,~,o~·-~~~:.~rie:~:~~:·o·t··u·.-·s:·········· ·····················••·••···--···· 
1.290GoYernment Aaenc1es . ..................... ........................................................................... . ........................... . 

10,1 ... 776Deferred charaes ............ . ................................................................................................... ... .......................... 
1'.161 

Furniture and equiomeot. less Ktumulattd ffP(eciation .. 
MtSCetlaneous....................................................................................................................................................._ . 

268.368 
26.988.612 

4.221.250.584 

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

LIABILITIES 
Uabihties: 

Accrued interest oayable on notes to the U S. Treasury ........................................................................... 33.537.5£8. 
1•.679.493 

Dividends on preferred stoek ......................................................................................................................... 930.000 
Accrued mte.-est 0avible on notes and debentures held by the publc_j/ ......................... 

. 
Oi\ltdends on con,rnon stock ........................................................................................................................... 286.908 
N:C.01.1ntspayable and accrued liabilities ...................................................................................................... . 

. 
3.1,0.6'8 

56.040.900
~!~ :~,:~r.:·~~:~~1k~~n~·~~·:·~~~d~;... .............MMk~··op·;at·~·~~·:·.·:::.::::.:::·:::::::::·-••········· 

1.796.920.000Notes and debentures held by the pubhc.J/ ...............................................- ..................................... . 
Accrued Feder II lrcome tlJt IQUiYatent ................................................................................. 11.•82.9•2 

778.3'5Dofo<red Income.... ..... ... ........ ..... . .......................................................... . 
EmgloyeH' ocautd an null IO,vo ............................................................................................................. 793.639 

1,918.59()µ3 
lnwstment of the United States GoYernment: 

Pl-eferred ,tock authO<ized -Seconda,y . 207.820.305Ma,ket Dperatio<,s ...................................................................... 
Less un,ssued ...........................- .................................................................................................... •2000000 

158.820.305Pl-eferred stock i>sued .................................................................................................................. 
108.820.305Less FNMA treasu,y stoc~ .......................................................................................... . 
50.000.000Pl-eferredstock held by the Secretaryof the Treasury .............................. 

No(es oayable to the U.S. Trusury-Special Ass!stance and 
Manigement and Liquid•ting Functions .......... . 1.899.092.000 

Retained earnin&\: 
Rtsef'led f0t losses and continteocies ............ .. 186.228.802 
Re~ved to, oavmeut to the U. S. TrH1Ury ... .. 
Undistributed ..................................·-···· ... 818.252 I 

lrwestmtnt of the pubhc- Secondiry Mirket Ooerations: 
Common stock issued... .. ................................................. .. 2.1::::::::: l

333.220 
Cao1tal surplus paid in by s.ubscribets to common stock .......................... 
Common stock subscribed but not ~ issued................. .. ........................ - ........... - .. 

507.548 
29.129.319Retiu'led e.-ninas- undistributed........... .. ................... .. 

5.-103.191 
17.897 

300.98• 
15.199.038 

•. 668.329.166 

42.953.868 
17.012.299 

1.620.297 
272 018 

2.870.526 
57.033.559 
4 .• 60.000 

1.698.470.000 
12.988.756 

785.830 
801.411 

l.~39.268. 564 

207.820.305 
•9.000.000 

I 58.820.305 
70.820.305 
88.000 000 

2,388.210.000 

179. 589.307 
15 000.000 
41..65.212 

2.712.264 519 

90.672.600 
89.382 
91.215 

25.9.2.886 

122.521.087 j 116. 796.083 
•.668.329.166~~ I ______ 'L ______ .____________ 

._, laclucle• $1,713,961 ($1,094,961 1.Dt..-eat and $619,000 Note: On June 30, 1965, tha unpald principal balance of 
princi,-1) at June 30, 1965 u r""°rtecl by the F1IA mortgages vas $2,992,5D5,957 and VA, 
U.S. Treaaury oo q. 17, 1965, and $2,123,110 $1,310.526,802 end on that date, under contracu 
($2,391,110 intereat ond $432,000 prlndpal) at previously ■ llee\ltecl, the Aaaocietion vao ~ltted 
J,.. 30, 1964 as reported by the U.S. Tt-eaaury on to purcheae n!A-i...ured and VA-auaranteed 110rt­
July 28. 1'164 on depo•lt with the U.S. Traa.our,,· for geges agregatina $359,1171,219 upon dell•ny of 
pe:,aent of utured lntereot and principel on note• end P-l1glble mortgaaeo. Included ln tha unpaid prln­
debenturea held by the publlc. cipd bal.nce, are $420,726,709 in FHA.,.., ..... 

and 9315,396, t58 in VA aortgaaea vhicb are aubjeet 
~/ lncludea only thet portlon of ouch depoaita held In to the Gov~,.,,_,,t !tort&&&• Liquidation Trust. 

the 1-ral funds of tho, Aasociation. In addition, 
the Association ia r«"J>O"Slble for the pair-,t by Thh otat-,,t doea not ahov the Aaaociation '• ac­
...-vici"I lnatitutiona of t.,..,, Insurance, etc., (out countabil l ty aa Truat- ....S.r the Gov-t 
of fund• rACeived fr- .,rtg"llor• and held in e1crov Nortgage Liquidation Truat. Thia info.-.ation ap­
by aervlcera for that purpose) ln the _,...,t of pear• in Schedule 1D. 
$25,805,)()7 at J..,. 30, 1965 and $25,894,581 at 
J1a1e 30, 1964. All •uch funds are oa depoait vl th 
c-rdal bank.a whlch .,,. -i,.,r ■ of the Federal 
Depoait lnaurance Co'l)Oration. 
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SCHEDULE2 

Federal National Mortgage Association 

COMBINED STATEMENT OF EARNINGS 

l Fiscal Ve• Ended 
1--J-u_ne_l_O_, -1-964----l-l-96--5--7-·-J-u_n_t_3_0_.

INCOME 

$ 219,699,818 $ 234.5'42.632lnt•nt ............................................................................... 
lrss tnt•est on Gowrnment Mort1.11e Uquld1tion 

Trust o•tieloation ctrtificatn ................................. r 
Commitment 1nd othff ..............................................................fas ~. 
Acquisition jnd 1.-vice fte1 ............................................................_. 
Purchase and market1n1 faes ........................................................... 
Option contract fees ........ . ....................... , ......................................... . 
Purch1u discounts rnlind ............................·-·······••· 
Net a~ris on sales ............................................................................... . 
Service fees ............................................................ . 
Other.. .. .. . ..................... , ...............- ............... 

5.676,250 
214.02],568 

1.301,999 

1.«t.402 
].328 

5.550.78] 
(9.162.100) 

188.997 
340.8]2 

234.542,632 
1.067.212 

402.975 
1.736 

5.998.275 
364.342 
305.598 

1.493.067 

EXPt:NSE 

Interest on notes to tht U S. Treasury ............................. _.... .. 
Intlfnt on notes and debentu,n httd by the public ... ·-····•····-
1nuin1 Ind servic:1n1 sec:urltitt ........................................................ 
Adm1nistr1tivt ...................-···-········· ···-···- .. ···-····-·· 
FNs for servic1n1 mo,taaaes .................., .. _ .........................·-········ .. .. 
PtoY1Sff>nfor lossH. -----········-····· .........._... _ ........... 
Othff ......... . ....................................................... ·-············· 

m~ 
78.716.246 
7].662.334 

652.840 
8.152,981 

18.788.644 
3.289.376 

344 470 

244.175.837 

92.995.168 
77.374.596 

889.410 
8.294.862 

19.663.305 
3.528.383 
1.134.093 

brninss prior to provision for ta• equ,vatenl .............................. . 

ProviS1on for Feder~ income tu equiv•nt ........... 

Net .. nin11 .... ... . ................................... _. 

183606,891 
30.083.918 
11.482.942 

18.600.976 : 

203.879.817 

40.296.020 

12.988.756 

27.307.264 

CINIIAnft UT LUJfli.;s All> AIIAl.!Sts or 

Qaa.lau.,. net Hmina•--Jul:, 1, 1964 
llet earnina• for fhcal :,Hr anded Jun• lO, 1965 

Divtd.nd8 paid to the lleconatructlon Pinance Corporation 
l>tvld•nd ■ paid to the U.S. TrHaur:, 
l>lvld•nil• to ral-..r•• lllrA for lntnHt .,.,.,... on borrowl.,.. 

\dad to purchllH n.tA atoclt fr,- IJ'C 
Dlvid-• on prafarrM etock 
Dividend ■ on c-,n atoclt 
llilrnina• ,-ld to the U.S. rr-... ...,, 
Llabllity for accrued ......,.1 lHva for -.ploy"• tranaf.rrad 

froa IJ'C 
Adj\d~U of rHarvH co .. r1,. certlflcatH of clal ■ 
a.tainad Nrnina•: 

a.Hrved for lo•H• and cont! naanciH 
lnlhtrlbutad 

DISPOSITION 

5552,4~,978 
18,600 976 

s511,os1 , 954 
$ 30,500,000 

llZ, 320,305 

1,580,992 
25,525,360 
17,983,394 
97 ,633,~l 

418,926 
4,919,043 

1116,2211,802 
73,947,571 

S571.057 I 9)4 

1.6 
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SCHEDULE 3 

Federal National Mortgage Association 

Secondary Market Operations 

BALANCESHEET 

Juno 30, I 965 Jura 30. 1964 

ASSETS 

Mortaaaes and rt4ated receiv,bles: 
FHA•lnsured and VA-au•anteed mort1a1n at a,st: 

$1.449,174,118 9 1.350.701.780 , ....... 564,527,296 611.535,924~n:~~~t~ F:~:er~n~ td ........... 5 1m~1~t~~::n-.~~.::=:::::::::~::::::~::::::::=::::::::::::::::=::::::::::::::::::::~ 
2,013.701,414 1.962.237.704 

k.crued interest r1tliv1bll ............................................................................................................................. 
Total mort1a1es ......_ -, ........................................... ........................................................................................ . 

9,115.848 8.804,471 
1,620 537 2.076,091 

2,024.437,799 1.973.118,266 
Other receivables •isina front mortaaa:es ................................··················-···-··········.. ···········---······ .. ••• 

Assets acquired through foreclosure and claims in process: 
Property held oendine transfer to: 

f1deral Housing Administration ················- _ .............................................................................................. 4,927.661 7.274,935
257.666 219,148Veterans AdministratK>n ...... . ........ - .........__........·-··············.. ····-··· ..·········........- ............................ 

Claims in process. aglinst: 
fedefal l-tous1n1 Administration- .............................................. .. ··-··········-·····-······· ......................... 6.611.207 4.737.461·-···- _. 
Vete""ans Administration .............................. .. ............................................................................·-·····- ······ - _ 2.269,244 4,296,685 

14.065,778 16.528.229 
leu atk:Mtance for losses ........................ ........... ..······.. ···· .. · ........................................... 508,991 616,182 

13.556.787 15.912,047 
_ ·---···-···-····-····-· .. 

Property ti.id .for ............................................................................................................................................. 2.482 9.045 
FHAdebentures ................................................................................................................................................. 5.992.650 5.529.100 
Accrued interest on FHA dtbenturn and debenture 

Pottion of claims ......................................................... - .. 212.648 91,216 
19,764.567 21,541,408 

, ....... ............................................................ 

Ott. •nets: 
12,628.600 5,355.432 

Investment 1n ohl11at:ions of U. S. Go-twnment Aatncies ............- ..................-........... ·-··-·--····- .. ··· .. 
Accrued lnterKt receivable on invfltment in obli1at10n1 of 

Cash on hand and on deposit with the U. S. Trusury_j/ ................ ."-·····-·····-· .................................... 

U. S. Go..,nmont A&endH ................................................... ................................................................_ _ .. 1.290 
_ ..Def1m1d char11es ................... ........................................................................................................................... 9.578.285 5,400.052 

Misceflaoeous ........................................................................................................................................................ 8.386 365. 
22,216,561 10,755.849 

2,066,418.927 2,005.415.523 

llABILITIES 

lJabilijlos: 
475 

14.679.493 17.012.299 
~~e;d~~i;;:erE=i':.a ~~;".~'~~~.t~:~~~~~.~.~:.:.:.:.::.:.::.:.:.:.::.::.::~::.:.:::~::::::.:::.:::::::.::::::.:.::::::.:::::::.930,000 1.620.297 
Dividends on common stock:.. ......................................................................................................................... 286.908 272.018. 

1.735.427 1.315.927Accounts poyable and acttU4d iabJlijiff ......................................................................................................... 
- - .Trust and deposit lilbitttia ... .......................................................................................................................... 22.399.540 22.228.626 

Notts payable to tho U. S. Tl'NIUry ................................................................................................................ 4.460,000 
1.339.900,000 1.698.470.000rt!f:::d7:u~':~~·j;;.·~iii·ic':::.:::::::::::::::·~:::::·::::::::::::::::~::::~:::::~::::::~::::~:::::::::::~::457.020.000 

11.482,942 12.988.756Accrued Federa6 Income tax t1Quiva'-nt. .................... _____ --··· ........ ....···-·.................................. -
645 278 785.830 

1,849,079,588 1,759,154.228 
C>ef.-red Income- p,emiums on debtnt'urts ..........................................................- ····-···················----·--· 

Investment of the United States Go•«nment 
Prol•red ,tock authorized .................................... ......................................................................... 207 .820,305 207.820.305·-················· . 
Less unissued ........·-······ .. ................................................................................................................................ 49.000.000 49.000.000·· .. 
Preferred stoc.k tlsued ........................................................................................................................................ 158.820,305 158.820,305-
Les• FNMAtreasury ICOCII -... - ................. _ 108.820,305 70.820.305..................................................... _____ 

50.000.000 88.000.000Preferred stock held by the Secretaryof the Treesury ................. . .............................. - ............... 
44.818,252 41.465.212 
94.818.252 129.465.212 

Retained earnings- undistributed - _ - ....................................................... ..................................................... 

Investment of the pubHc: 
Common stock issued ................................................................. 92,551.000 90,672,600 
Common stock sub$Cr1bedbut not yet issued ...................... 333.220 89.382 
Cap1t~ surplus paid 1n by subscribtrs to common stock ... 507.548 91.215 
Retained earnin&s- undistributed 29.129,319 25.942.886 

122,521.087 116.796.083 
2,066,418~27 2.005.415.523 

a/ bc\uodea $1,713,269 ($1,094,269 interHt and $619,000 
- principal) at JuDa 30, 1965 &5 ttported by the U.S. Tre•­

Nry on AIJ&.17, 1965 and $2,122,518 ($2,390,518 intereat 
aad 1432,000 principal) at .hma 30, 1964 u ttported by 
the U.S. Tre&Mtt)' on July 211, 1964 on depoalt with the 
U.S. Treuury for pay.enc of -tured inte-..at and princl• 
pal on debenture• held by the public. 

Note: On June 30, 1965, U,., unpaid principal balanca of FHA 
aort&age• vaa $1,477,044, 164 and VA, $592,381,668 
and on that date• under contract a previoualy exa­
cuted, U.. AHoclation VH coaiitted to purchaM 111A­
in.oured and VA-guaranteed _,rt&•&•• aqrageting 
$54,087,274 upon deliWl')' of eligible ..,rtg•••· 
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SCHEDULE 4 

Federal National Mortgage Association 

Secondary Market Operations 

STATEMENTOF EARNINGS 

INCOME 

lntwHt ............................................................_ ...................._ ................ 
Commitment tnd other ................................................................... 
PllrcPlau ..,d mntli"I - .....................- ........................_. __ ... . 
Option controct lws .....................................................................- ....... 
Purcha11 discounts r•lltld ............·-·····--···-· .. ··········-·····-····-··· ... . 
Ntt 1•ns °" ........................................ - ......................................_ .. 
St<vi<:t'"' ............................................................................................... 
Otho< ........ _ ..._ ..............----- ..............................-- .. . 

EXPENSE 

Intwnt on nott1 to tilt U. S. Trenury ............................................ 
lntwnt on dtl>tntu<ts hold by tht public ...................._ ....__ . 
lnt•tst on shorl·t•m dllCOUntnotn 

htld by tht publ.: ----- ..............................- ....- .. - .. 
ltsuinl and •vk:ina s«urltifs __ ,,_., ........................- .........., __ .. . 
Admimltrllh,e ...................................................................................- .. .. 
Fws lar trticlnc mort111n ....- ...........- .................................__ 
P,.,.;lion for losul ......................._____ ......................_. 
Othtr .......................- ....................- ....._ .. - ... - ...........................- ....... . 

Earnln11 prior to prowtlion lar lb equinltnt ..............................._ 

Provisionfor Ftdtrll Income th oquivlltnt .....................- .........._ 

Net •ninas __,.,,.......................- .._____ _ 

FIKM Ye• Endtd 

June 30. 1965 

$ 105.898,157 
11,272 

1,266,417 
3,328 

5,115.837 
1.614,667 

67.828 
12.819 

114.130.325 

1.260.112 
65,421,4!'>3 

1,240,871 
652,140 

3,909.404 
9,796,534 
1.385.564 

11.994 
90,685.902 

23.444,423 

11,482,942 

11,961,481 

June 30. 1964 

$ 109,576.608 
14,035 

263.229 
1.736 

5.591.625 
2,977.310 

105.111 
l,'73.919 

120,003,643 

91,109 
77.304,060 

70,536 
119,366 

3,993.990 
10,077,468 
2,047.126 

52.321 

94,525,976 

25,477,667 

12,981,756 

12,481.911 

<DIJw\tlVI lift IAllll-.S MD AIW.TSts 

~•ti- rwt eamlns•--Jul:, l, 1964 
.. t ••mt,.• for flecal :,ear ended Jurw 30, 1965 

Dlvlclenda on prafernd •t-lt 
Dhldenda on c- etock 
hteirwd ••rnl,.e- .. undlatrlbuted 

OF DISPOstnmt 

$105,494,144 
11 961.411 

$ 25,525,360 
17,913,394 
73.947.571 

s11z, ♦¥,325 

18 



_________ _ 

SCHEDULE5 

Federal National Mortgage Association 

Special Assistance Functions 

BALANCESHEET 

June 30, 1965 June 30. 1964 
ASSETS 

Mort1aaes and rejIted recei'l1bles: 
FHA•lnsured and VA·1uaranteed rnort111es 1t cost: 

Insured by federal tiousina Administrlltion ., ....... , ....................................................................... . $ 973,862,673 $ 1,145.997,652 
Gu•antllld by Vet•ans Administration ·-···········..· .. ·-····-.. ··········-······..............._.. ,, ................. .. 322,858.033 348.640,881 

1.296.720,706 1.494.638.533
Less Government Mort111e LiQuidation Trust parlicipltion 

cartilicates oulst1ndinI .....................................................................................................$200,000,000 
Certificate liquid1lion del)Olits w~h GMLT Tru-.................................. .................... 15,330,449 184.669.551 

1,112,051.155Toto! mor1,,.es ............................................................................................................................................... 1.494,638,533 
Accrued interest r.....- ......................................................................................................................... 5.022.531- _ . 5.900.477 
Othe< receiYOb!M arisinafrom mor11- ...................... ........................................................................... 677,631- .. 937,756 

1,117,751,317 1.501.476.766 
Anets acquired through for«lo$Urt and clh'ns in process.: 

Property held P&ndi na transfer to.: 
Ftd•al HoU$inI Administration ..................................................................................... 2,873,317 4.312.061 
Vetwans Adminastrltion -····················- . 142.712 

Cl-ms in process 111atnst: 
Fed«ail ttousin1 Admintstr1tion ...............·-···········--················- . 

.......................................................................................... 43.789 

3.854.554 
...... _ 

................................................................ 12,266.646 
Veter1ns Administration ............................................................................_ - ........................................ 2.647.169 

16,670.052 
1,486.300 

10.956.496 
Less allowance for losses ............. ·-········... •·••• .. ----·············· .. ••·· .. ··• .. •••· .. · ... • ... ·•· ......................... 224.909 

16,259,932 
410,120 

10.731.587 
FHA dtbenturH ................................................................................. 7,183.150 
Accrued int«est on FHA debentures and debenture 

-- of c:lllms ......................................... ...................... ................._ ... . 

5,967,000 

170.828 
22,345,066 

118,134 
18.085.565 

Othtr assets: 
CHh on hand and on dll)Ollt with !he u. s. TrlHUry ............................................................................ 2,486,083. 2.483.646 
Def1<red ch1r1es ................................................................................................................................................ 548,708. 
MisceUaneou1.......................... _..- .......................................................................................................................... 10,282 

3,034,791 2,493.928 
1,143,131,174 1.522.056.259 

LIABILITIES 
L11bilities: 

Accrued interest payable on noles lo the U.S. Tr111Ury........................................................................ 18,075,745. 25.233.942 
Accounts payable and accrued lilbiitiM ..................................................................................................... 571,627.. 654.749 
Trusl and dePOlit lilbilllits .............................................................................................................................. 14.929.995 
o.farred ,ncome ......................................................... 

15,769,613 
.. 133,067 

34,550,052 40.818.686 
lnvastmont of the United Stales Government: 

Noles payable to the U. S. Treasury .............................................................................................. . 1.394.740,000 
Rtllined 11rnln1s: 

RHe<vedfor losses and c»n!ln1onciol ......................................................................................... 

1,017.932.000 

90,649,122. 86.497.573 
Undl•lributed .......................................................................................................................................·-··· . 

1,108,581,122 1.481.237.573 
1,143,131,174 I. 522.056.259 

·-··--·-

Note: On June 30. 1965. the unpa.d poncipal Nlance of FHA mort111es was $977, 
719,601 and VA. $323.587.516 and on !hat ~le. under contracts oreviOusly ••· 
ecuted. the Assoc1at10nwas committed to purchase FHA••nsured and VA-auaran• 
teed mortgages a11re1atina SJOS.783.945 upon detiweryof eh11ble mo,taaaes. 

lncluoed in the unpa.d principal balances are $246.162.937 ,n FHA morteages 
and $315.396. 158 In VA mortaaaes whlCh a,e sub1ect to the Government Mort· 
sage llqu1dauon Tru1t. 
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SCHEDULE6 

Federal National Mortgage Association 

Special AssistanceFunctions 

STATEMENT OF EARNINGS 

-
INCOME 

lnternt ··-· ·-····--········ ......... , ..................... ,._.,,._,,,.................. 
Len interest on Government Mort1111 liquidation 

Trust P«hcioation certificate, ............................ 

Commilfflent and 011,. •-····--···········-·····-·····-·············-··············· 
PurchaM and m•kltina '"'···-······-·································-·········-·· 
Purchase discounts realized ........................................................... -.. ,. 
Ser,;ct fws -············-·······································-············ 
Other ···-························································-·····-···········-················--···· 

EXPENSE 
lntt<nl on notH to tht U. S. Trtnury ...................................._.... . 
AdmlnistratiYI .... , ..................... ,_,,, ....................................................... _ 

Fen for__,,~"··-··-·······-···········-·························-······
Ntl loun on- ..........................................................·-·····-·····-··-·· 
Pl'.. ision for-··········-······-···-·····-··-···················-·····..·····....._ 
Otho<-···-·-··································.. ····•·············· ......_.............._.._....__.._ 

Net arnincs .........................................................................................,_ 

Fiscalv .. 

June 30. I 965 

$ 65,964.2711 

5,676,250 
60.281.028 

1.291.632 
174,9115 
]15,059 

68,176 
294,195 

62,432,075 

42.1175,515 
1,613,173 
4.336,704 
7,997,2118 
1,1112,439 

275,407 
58.280,526 

4,15U49 

Endtd 

Junt lO. 1964 

S 73,446.359 

73,«6.]59 
1.051.420 

139.746 
406.650 
113.261 
~ 
75.156.040 

53.972.0« 
1,836.335 
4,691.569 
1.0511.978 
1.077.520 
1,0511.1155 

63.695.301 
11.460.739 

CINIIATIYI Dr IMJfIJl;S 

Oraulatift nat aerninp--Jul7 1, 1964 
•t aunt,.. for tha flacal 7...- anllad 

J- lO, 1965 

lllrni,.a ,-id to U.S. 1\'Maury 
latainad aaruiJlp----....S fOT lo•­

and contt,.-1 .. 

AID AIIAUSIS OP DISPOSITIOII 

$19,131,134 

4.l51.S49 

Ml,212,Hl 
$ 2,633,561 

,0.649.122 

$93,282,6§3 
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SCHEDULE 7 

Federal National Mortgage Association 

Management and Liquidating Functions 

BALANCESHEET 

Juno 30. 1965 June 30. 1964 
ASSETS 

Mc.-taaaes and related receivables: 
FHA-insured and VA·1uarantltd mortaaaes at cost 

Insured by f'eder,1 t-tousina Administratk>n .................... ,.·-················-···········-·····-...................,_ .. , ...... . s 536,122,820 S 497.300.823 
Guilanteed by Vetetans Adm1n1strat10n.r··"··-· .. ·· .. ······ ...................- ....._.........................- ........................ 394.557 .618 521.536.077 

930.680.438 1.018.836.900 
Direct mottaaae l01ns tr1nsferred from HHfA: 

~~~':id1o:;~:t;·j~;;~·:=::::::::::.:::::::::::::::::::::::=::::::::::::~~::::::::::::::::::::::::::::::::::::::::::::::$ 
6~::~~:UA 55,934.485 69.173.856 

DHC purchase money notes transfe,red from RFC: ----

~-~~~~r~~~!~.;;~ii;:::::=::::::::::=:::::::::::::::::::::::.::::::::::::::::::::::::::::::::::::::::::::::::::::::::::13.880.784f!:ltl:~~: 10,331,242 
996,946.165 1.101.891.540 

Ace.rued interest receivl!>lt .............................................................................................................................. 3,519.475
Total mortaoaes ········-·········-·-·······-·····················-········-··········· ----.. ..................................... 

3.853,963. 
2,694,252 1.536.164 

1,003. 159,892 
Other receivabtts •islna from mort1aaes ............ - ...··············-·············............_...................... 

1.107 .281.667 
Assets .:q ut<ed throuah foreclosure and claims In orocess: 

Prol)lfty held pendins transl• to: 
FederiMHousin1 Administration .....- ............................................................................................................. 1.309,742 1.800.594 

40.626Veterans Administration···-----· .. ..................................................................- ...........······· , ......... 36.977 
Claims ln process acainst: 

Federal Haus.in& Administration ......................................... -·····r .. ·-•---.- ........ ...................- ............- _ 3.080,725 2.168.433 
Vet«ans AdministratK>n_ _ ............................................................................................................................. 38~271 705.570 

4,813.364 4.711.574 
Lass allowance fa<losses - .............................. ................................................................................. ·-········· _ . 399,581 251.559 

4,413.783 4.460.015 
Prooerty held fa<- ····-· .. ····-····-······-·····-···· ......... .. • ................................ ................................... 510.015--···-···· _ _ . 2.985.994 
FHA debentures .......................................................................................... .. . 1,852,250 23,589.750·----······························ 
Accrued mt.-est on FHA debentures and debenture POf"tion of cllirns ......... ..................................._ .. 27 283 590.697 

6,803.331 31.626.456 
01hlf lSS81s: 

Cash on hand and on d-sit with the U. S. Trusury..if ·-········· ···...................................................... .... 1.445.334 1.637.888 
Deferred charaes .......................................................................... ....................................................- .- .............. 17.783 3.139 
Misc .. laneous ••,J,o••······· .. •••••• ...........................................................................................................................- _ 7.2505.775 
furniture and equipment. IMs accumulated depreciation .................................................... .. 300.984 

1,737,260 
268,368 

1.949.261 
1,011.700,483 1.140.857.384 

LIABILITIES 
Liabilities: 

Accrued Interest payable on notes to the U.S. Treosu,y ......................................... - .......... 15.%1.823 17.719.451 
Accounts payable and accrued liabt~ties ...................................................................................................... 833.594.. 899.850 
Trust and deposij Nlliiltltli ................................ ................ ... .. ·········-··· . 17.871.747 19.874.938·-············ ·····-····· ··· ··-· .. ..-· ................ 
Employees' accrued annual~ .............................................................................................. ..- \ .................. 793.639 801.411 

34,960,803 39.295.650 
ln•estmeot of tht Unijed States Government: 

Notes oayable to the U. S. Treosury .................................... _........................................................................- . 881.160,000 993.470.000 
Retained urnin1s: 

Reserved for losses and continaenciK ................................____ _ 95.579,688 93.091.734 
R1ser11t<ifor payment - ..................to the U.S. Treasury ......................................................................... 15.000.000 

-, ....................................................................................... ......Undistributed .................................... - ...........- . 
976.739.680 1.101.561.734 

1,011,700.483 1.140.857.384 

!I 1:&clude• $592 intarut at Juna 30, 1965, and June JO, Note: On Juna '.l0, 196S, tha unpaid principal balanca of 
1964 on depoait with the U.S. Treaeury for pa)'Nnt of FHA aortaag•• .,... $537,742,092 and VA 
_tu .. d inta .. •t on note• payable t,o tba publlc. $394,557 ,61&. Includotd in the FHA principal bal­

ance la $174,563,772 wbject to tha Gove~nt 
Hortaage Uquldation Truat, 
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SCHEDULE 8 

Federal National Mortgage Association 

Management and liquidating Functions 

STATEMENT OF EARNINGS 

INCOME 

Inter .. ! ................................... ..............................·-····· . 
Commitment and other fin...... . ......................... . 
AcQ uisition and service fees ......................................................... 
Purchase discounts rlllitld.......... . .............................................. . 
Service fees. 
Other····-··················· 

F;,c. YHr Ended i 
June 30. 1965 

s 47.837,383 
1,095 

49.887 
52.993 
33.818 

June 30. 19~ __L -
$ 51.519.665 

1.757 

87.156 
20.S44 

EXPENSE 
Interest on note-s to the U. S. TrHsury ........................................... 
Interest on not .. ..held bv the public ............................................. 
lssuina and wvicin1 securitktl ........................ 
Administrative ........................................................................................... 
Ftts for se,vic,na mortca1cts·-···--····················.. -······················· •••••• 
Net tos~ on sale-5 .................................... _····-···········--· ___ 
Provisiori for losses ......................... _...........·--·· .. ·······-.....- ................-. 
Otho<·-· .. -· ....- ..... ···-- ....................................................... .... ···-•··• '. ......... 

Net e-arninas ......................................................................................... .. 

47,975,176 

34,590,549 

2,630.404 
4.655.356 
2,849,479 

721.373 
50,069 

45.487,230 
2.487.946 

51.629.122 

38.932.015 

44 
2,464.537 
4.894.268 
1.553.990 

403.737 
22,917 

48.271.508 
3.357.6~ 

CUIIIIATIY& ur UIIIDQS AIID MW.DIS or DISPOSITIOII 

Clailative net .. rn1naa--Jul7 1, 1964 
Net .. rn1,.. for tba flacal ,...r ended J,_ 30, 1965 

DiYideada paid to Jlaconauuctlon rt,.nce Corporetion 
Dl'liclenda paid to U.S. r.,.._,, 
DiriMDlla to nf.aburM lllrA for lntenat upeDM on 'bolTOVi.,.a l>NCI 

to purclaM nato\ atoclt f..,. arc 
larnlna• paid to U.S. Tnuury 
Llal>illty for aecr...t .,_l 1 .. .,,. for .,.1..,_ tranaferrad froa 

l1'C 
AdJua-ta of n-• -1na certlflcatH of clal■ 
letall'IN earnlnsa--reMrftd for lo••• and contlnpnclea 

22 

$357,131,000 
2.417,946 

8l60,lll,9ff 
S 30,500,000 

132,320,305 

1,590,992 
95,000,000 

418,926 
4,919,043 

95.579.680 

9l60,lY,9M 



SCHEDULE9 

Federal National Mortgage Association 

STATEMENTOF SOURCES AND APPLICATION OF FUNDS 
FiscalYear1965 

RECEIPTS FROM OPERATIONS (funds l)<OVldedl 

Combined 
Secondwy Mwket 

Ooorlllons 
Spedof Aslistanct 

functions 

Man-tnland 
Uquiclllin1 
Functions 

SIIH.r-U and other di-.afs of mettp ... .....................- ................... $ 754,036,330 $ 248,356,557 $ 297,537,466 $ 208,142,307 
Common stock subscriptions r- from tht pUblic ..... - .... - .. _·- ............. . 2,538,570 2,538,570 
Praceod•from the $ale of furn~uro an4 IQuipmont ..._ .._ .............................._ 3,956 3,956 
Income: 

1.- ...............................................................a.._____ _ 214,023,S68 105,898,157 60,288,028 47,837,383 
Commitmont. p.-chase and m-lna and other i.e. .. ,___ _ 2,937,726 1,348,845 U34,793 54,088 

Purchase discounts ru.lized ................·-····-·····-····--············.. -·····-· ..··-···-······ 5.550,783 5,185,837 315,059 49,887 
Net aains on uleo ................................_____ .......................................... (9,162,100) 1,684,667 (7,997,288) (2,849,479) 

Othw _ ..............................................................................................................- ........... 338,143 12,819 294,195 31,129 
Borrowin1s: 

From the U.S. Tra.u,y ......_ ......................________ _ 955,129,913 562,360,000 138,612,000 254,157,913 
Stot·l•mdisa>unt note&............- ... ------------ 1,041,250,000 1,041,250,000 

Saltof participation certilicltes-Governmtnt 

Mortaaat Liqul~lon Trull. ...- ..............- ....- .............- ...- ......................._ 200,000,000 200,000,000 

R-ptions of obliaationsof Iha U. S. TrNsury 

and Ftdetll Apncies ...- ..........______ ........- ...- .................._ .. 152,548.198 152,548,198 

Total receipts from -- .....____ ................................_._ .. . 3,319,195,087 2,121,183,650 690,584,253 507,427,114 

GROSS EXPENOITURES (funds appllod) 

Purchasa of FHA•lnsurtd and VA•auarantNd mortc•&" 
(net of discount) ................................................................................................- ....- 348,491,184 248,871,546 99,619,638 

P.-chase of HHFA mort111 .. (Public I.ft 86•372) 

(net of discount) .................................................................................................. 108,157 108,157 

FHA•insurtd mort&18H ac:Quirtd from FHA in ••ct>anae for 
FNMA•htld FHA dobtnturH ......................................................___ _ 90,454,718 50,948,720 39,505,!198 

FHA·insurtd mort1 .... acquired from FHA for Cllh 
(nit of d'->nt) .....................- ................................................................................ 63,582,776 63,582.776 

Purchase ol furniture and equipment ..........._...........___ _ 36,023 36.023 
Expense: 

lntwHt on notes and debentures ............................_ ..........- ..............._ ........... 152,378,580 74,922,516 42,875,515 34,580,549 
F- for wvicina mort1•1• ...................._ ............._ ...___ _ 18,7118,644 9,796,584 4,336,704 4,655,356 
Adffli....,11 .................................................................. _______ _ 8,085,704 3,909.404 1,613,173 2,563,127 
1....,1n1Ind wvicin1 securltlos .................................... ______ _ 652,840 652,840 
Ftdwll income tu equivalent ........................................... _ .._ .. ____ _ 11,482,942 11,482.942 
Other ................................................................................. _______ _ 3,633,752 1,404,558 1,457,846 771.348 

Dhodends: 

On prtfwrtd Stoel! hold by tht u. s. Tronury ...............................- ....._ .._ .. .. 2,022,548 2,022,!M8 
On common stodl hold by tht pUblle ............ ________ _ 3.399,460 3,399,460 

Ropaymont ol borrowlnas: 

To tht u. s. Tr-.,ry .................................._____ ....... - .................. 1,448,707,913 566,820,000 515,420,000 366,467,913 
Debtntu,M held by the public ..................................- ....- .........- ...- ....- .......... 358,383,000 358,383,000 
Short·lam discount nott1 ...................................- ........................_ ........ - ........ . 584,230,000 584,230,000 

Purclla• of profwrtd stock- ................................______ _ 38,000,000 38,000.000 
ln-mont In oblilatlons of tho U. S. TrNSUfY 

Ind Ftdwll Aaoncios .............................. ___________ _ 152,s-48,198 152,548,198 

Earninas Plid ID the U. S. Tr-ury .................. _ .. _____ _ 15,000,000 15,000,000 

Net Chanltl In othW HMls and iab~~IH .... _ ....._ ..._ ... _, ____ _ 19,208,641 13,791.334 25,261,377 (19,144,()63) 

Total fl'OII ~- ....____ .. _ ........... _ .............. - ................... . 3,319,195,087 2,121,183,650 690,584,253 507,427.184 

llote: Thh ■ tat-nt clou not ahov the Aa ■ociation' • activity 
u Trust•• under the Goftrraant llortgaae Llquicl■ Uon 
Truat. lbil lnforaatlon ■ ppeara in Schedule 10. 
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0 

Federal National Mortgage Association 

GOVERNMENTMORTGAGELIQUIDATION TRUST 

Accountabllty al besinnin1 of paolod.-···-·· .. -··---····-· .. 

1....-: 

S-ol partidpotion~ 
Face-----· .. -··--· .. -· .. - .....__ .__.__._ 

==------.------·-· ..--··-·-· 
~ ..·--·------··--·-·- ...-...______________ 

Coloctbns ,.._ m,m: 
Fod•II Nation■ Mort1111 Auocialion ..... ·-···- .. ·-·· 
Vatwrans Administration-... - .. - .... -····-··· ..-··--···-

lnwstments: 
Principal J>U~-··-· .. ·-···· ........... _ ..............._._ 
Accrued lnta-• purcllaoed....-··-··-···-·---· 
lnt.-nt ---·---· .. ----
Di1countl -·-·-··----·-··- ..----1 

Total incr- ..............._.. ··········-······· .. ··········· .............. 

STATEMEPfTOF ACCOUNTABILITY 

l'lriod Ociob« 1. 1964 
Throu1h June 30. 1965 

$ 

300.000.000 
240.600 
(78.600) 

(900,000) 
299,262,000 

31.182.220 
15,651,927 
46.834,147 

30,949,508 
169.680 
273.021 
109.642 

31,501.851 
377,597,991 

o«:ruses: 

Olstrlbution of cortillcatt salt l)n>Cteds to: 
fed•II Nalionll Mort1111 Assoc~ion ................._ .. 
Vetlf'1n1 Administrati>n __,___,, ................. . 

Ellens ailloctions rlllurned to: 

Fod•II NationalMort1ac1 Assoeiatlon _ .... _ ....... - .. 
Vet•ans Administration ..... _, _____ _ 

Purch- of i-onts_ .. -· .. -····----- .. 
Certificate int•NI PINIIt maturlty ___ ·- .. ··-··-
Eap"""' of trust-----··-- ....---·-····-·­

Total ~----···--········-·· ...- ••-

Acmuntability It Juno 30, 1965 to: 
Fldtral Nation■ Mo<11111 A•sociation•SAF......- ...... .. 
F-■ Nationll Mo<1111• Auoclation•M&L.. ........... _. 
Vtt•ans Administration...................................................... 

ANM.YSIS OF ACCOUNTABILITY AT JUNE 30, 1965 

Cah on dec,ositwith 11M U.S. T,-y .. _______________ _ 
Und•writss w:urlty ...,..... ______________ .___ _ 

l,.,estments at CDIIL-----·-----------------
lnt•est Ind dicounts on i..-tL. .. ·--·-- ....-·- .. -·- .. -· .. ------
Atmunts P ....... ·--•--- .. -·---~·-·------ ..-·--------

$ 10.517.780 
(10,500,000) 

17,780 
24.719.509 

399.856 
(12,053) 

25,125,092 

ANAI.YSISOF MORTGAGES SUBJECT TO TRUST ANO REIATEO PARTICIPATION CERTIFICATES 

- OC!Dber 1, 1964
Throu1h June 30, 1965 

$ 

199.508.000 
99.754,000 

299,262,000 

10.382.220 
5,251.927 

15,634,147 

31.119.188 
6,376,875 

80,696 
352,472,906 

16.755.449 
(3,501) 

8.373.144 
~ 

Ocmber 1. 1964 thruu1h June 30, 1965 

FHA•lnsurod _,d VA•1u•_,- ,-tc11es: 

Unoaid p,incillll al besinnin1of period .......... .. 

~~~:.::·::~::.:.::~.:-...-...-.. _-_-..-...-...-.. _-_-..-.. .. 
0~ creditSJ/ •••-.-- .. --····-···-·····-·--
Unpaid prtnclpal June 30. 1965 ...... _.....- ...._ 

f'lm:ipatlon~ 
Principe! at face vllut: 

,_ - 2. 1964...-·-·---·--

~.:..i~ud:38. ~=:::=::::::::: 
lnt.-111.,.,-

0u~. al t,esinni111 of paolod ... __.... _. 
Aca-ued durin1 paoiocL-- .. ·-·--· .. -· .. -
Uquldatad durln1 perlocl... - ... ·- .. -- .. ····--· 
OutstMdlnl June 30. 196!...--- .. ·-·-·- .. -

,.._, 
_,. • issuod -- 2, 1964 

Maturity 

11·1•15 
11·1·66 
11-1•67 

Int Rate 

4•1/111,
4•1/8 
4-1/4 

F101 Amount 

$30.000.000 
30.000.000 
30.000.000 

Maturity Int. Rate 

11·1·68 4• l/41t
11·1·69 4•1/4
11·1-70 4·1/4 

Trustor FNMA 

SAF M&l 

$ 428,115.729 $ 
156.010.753 175,856.021 

13.805.529 860,1163
8,761.858 431,386

561.559.095 174,563,772 

200.000,000 

200.000,000 

5.676,250 
4.251,250 
1.425,000 

Face A-.nt Maturity 

S 30.000.000 11-1-71 
30.000.000 11· 1-72 
30.000.000 11-1·73 

11-1 •74 

...II/I~_,_ ,opp- lo S.ies B cert~ issued Juty I, 1965. 

Truslof VA Total 

$ 204.646.817 $ 632.762,546 
353.049.320 684.916,094 .ll(

13.327.739 27.994,131 
1.TTl,312 10,966,556 

542.595,0116 1,278.717.953 

100,000,000 300.000,000 

100.000,000 300.000.000 

2.831.125 8,514,375 
2.125,625 6,376.875 

712,500 2,137.500 

Int. Rm Face Amount 

4•3/81t $30.000.000 
4·3/8 30.000.000 
4·3/8 30.000.000 
4•3/8 30.000.000 

ti) 
("") 
::x:: 
tzj 

? 
t:, 

tzj 

I-' 



c.------ ~·EXECUTIVE<;# I 
/_f~-// 

Jlf.1-11/b ,,cl/1/-- / 
1/l ~ ///4-4e

Background for discussion o $1 billion FNMA special a~stance 
reserve ($350 million proposed for release) 

A . . Funds placed in reserve September 10 ," 1966 pending 

evaluation of other actions taken by Administration 

about the same time. These were: 

1. Increased FNMA secondary market purchase authority. 

{$1.4 billion increase over budget level of $900 

million.) 

2. Restraint on Federal Agency borrowings from public. 

3. Interest rate ceilings on savings accounts which 

gave preference to S & L institutions. 

4. Investment credit suspension. 

5. FY 1967 (current year) program reductions at your 

EXECUTIVE OFFICE OF THE PRESIDENT 
BUREAU OF THE BUDGET j 

~as placed in reserve because\ 11/21/66
DATE the fact that market premium 

situation Room for these mortgages, with 
T01 

Phillip S. Hughes relatively few builders.
FROM1 

~t $350 dollars a house.
REMARKS1 

I.d 25,000 houses) is now pro-
would you be so kind as 

t th is on the ticker to the Ito pu b 
Ranch right away, for Mr. Jaco sen. i I 

I~ere at lowest annual rate • I ' 

Thanks. 

I 

~s Act, resolved against 

I, 

I 

I 1' 
I 
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I 

EXECUTIV g 

/./S' . 
/ Should I acknowledge and thank Larry 

for sending you this copy? /JE~---;-
,/?r- '/ ?'t:J 

OR, just FILE~ X 
rG/71!J-4l 

E'ft!c//m~N; Larr7 

Novomber 21, 1066 • 

The Honor.:ible Robert C. V/ caver -I Secretary 
Department of Housing and Urban Development

l'l 'Washington, D. C. • 

Deal."' Bob: 

I am sure that you are familiar with the October housing starts figures 
a..'td their grave ir.cJ.plications to the housing industry. I ar.1 sure that 
I need not explain to you what this means to the industry both short 
tc1...m and long term. 

I believe it is now clear that the 1 .. elease of the special assistance funds

i authorized by the Congress last August is imperative. The release of 
these funds is certainly not the total answer to this problem. but it will . 
to ~oroe extent help soften the blow to the ho.me building industry and 

i would produce some much needed lower-priced housing . 

.l 
I ''When the announcement wo.s made that the funds were being withheld it 

was e:.."!)laincd that the Admi11istration wanted tq analyze the effect of the! 
incrca~ed FNI,-1.A secondary :market authori:t~ation, the impact of new 

\ 

t, , , 

.,I 

~tCEiVDl 
DEC 2· 1966 
CEWRALFILES­

1 
.. 

leiislation aimed at stabilizing ·interest rates and competition .for savings.
i' 
i and steps taken by the executive· branch in its efforts to reduce inflationary 

pressures. The incrcasc<l :J0con<lary·markct authorization has had limited 
e:.:fect because of the heavy discounts. The interest rat~ bill. while of 
great impoi'tancc. has not to any mea~-:urable dcg-ree reversed the flow of 
funds into mortgage investments; and the Secretary of the Treasury has 
said publically 
pressu1~cs are 

I believe that 
industry that 
funds another 

\Ve sha.i.~c the 

that Adnuniskation measures to r·educe inflationary 
having effect. 

in light of these· facts and t!1e state of the home building 
there is no valid reason for withholding the special assistance 
day. 

concern of tho Adminiztro.tion about budzet:iry im.pact. But 
I n"lust point out that in light of the no;cn1al cycle of submissions of appli­
cations; preliminary negotiations with subcontractors. local official.s . .,. 

/I', . and others; building time; o.nd :marketing .tin-1~that the budgetary impact in 
:, lV/'// ,~,.1-

~~~~~~ :::~ _s~~t _:o, ;J./4~ 
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1t.i- •. -.:.c~.~~1nz,& 

/-74/,,cC/7cJ 
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~XE~VE O~FICE OF THE PRESIDENT 
'\,___j UREAU OF THE BUDGET FCS: / 7a-~ 

WASHINGTON 25, D,C. r cr r/-/ 
November 19, 1966 

OFFICE OF 
THE DIRECTOR 

MEMORANDUMFOR THE PRESIDENT 

Subject: Release of Federal National Mortgage Association 
Special Assistance Funds 

Because of the continued decline of housing starts, I recom­
mend that you release immediately $350 million of the $1 bil­
lion of special assistance funds for FNMA. 

This release would increase FY' 1967 NOA totals by the full 
$350 million 
million. 

and FY' 1967 expenditures 

We had counted 
assistance" in 

on 
the 

holding 
budget 

back the 
cutback 

reduce the cutback by $350 million 

As you know, the latest figures on 
ther decline during October to an 
units -- the first 
has fallen below 
ment of Government 
should provide a 

time since 1946 
the million-a-year 

action to release 
shot in the arm to 

by approximately $100 

entire $1 billion "special 
exercise. This action would 

NOA. 

housing starts show a fur­
annual rate of 848,000 

that the homebuilding level 
level. An early announce­

special assistance funds 
the industry. 

Obviously this amount of funds can't, by itself, turn the whole 
housing situation around. But it will help. Moreover, if we 
hold all of 
sharply, we 

Secretaries 
recommendation. 

Approve 

these funds idle while construction is falling 
will be subject to very strong criticism. 

Fowler,-Weaver and Chairman Ackley concur in this 

Charles L. Schultze 
Director 

Disapprove ___ _ 
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j MEMORANDUM FOR THE PRESIDENT

. . . :~·i:\t 
...· SubJ'oct: Proposed Sale 0£ FNMA_Dcbcntures
• . ' 1,'1:•• : .. /l 

:·.:.~ ,:---, ht~ .• . 

,, 1. ; ~reasury pro~scd that FNMA sell a debenture i;su~f $550 m • 

" . ,. 
' .' 

, ~::: \~ .'. . • . • -~ 300 million would be sold in the market ·. di_:. ._:·.·\_~ •' 
•· ' ~ • •; '~• ', , I, , : •.. ' 

• , •• · . ,.· .. • - $250 million to the trust funds. • • • •.. • ••. • • 

..•'.;:}::1:t;: • •The proceeds would be div.idCd as follows: ' ': ./'.:'.( •· .- :: • . 

. . :. ':l'.•[>,~ .;;: .. '· •- . $9 3 million to repay a .maturing is sue·. : .• • • ·-: •• _;,-,' \ ... ·' i :·.•• .• 

: .. 

- • .t .... ~.. 

':-

I •' • 

$457 million t~ repay FNMA's earlier borrowing from 
. the Treasury • .. 
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THE SECRETARY OF' THE TREASURY F6:-.110 
WASHINGTON 

NOV 15 19~.&:--/ 7t:>-, J 

MEMORANDUM FOR THE PRESIDENT 

Subject: Proposed Sale of FNMA Debentures 

The Federal National Mortgage Association has a 
December 12 maturity of $93 million of debentures. 
It is proposed that the Association borrow $550 million 
through a new debenture issue to provide the funds to 
pay off the maturing debentures and to pay off $457 
million of its borrowings from the.Treasury. These 
borrowings are in support of FNMA's secondary market 
purchases of mortgages. 

It ,should be noted that we are counting on these 
repayments by FNMA to the Treasury in our current debt 
limit planning. We run very close to the statutory 

fdebt ceiling even after allowing for the repayment, and 
without the repayment we could not stay under the ceil­
ing. 

It is proposed that $250 million of the $550 
million issue be sold to the Government investment 
accounts and $300 million in the market. The market 
will thus be providing $207 million of new money. 

You will recall that our September 10 announce­
ment said that it was planned that Federal agencies 
would raise required new money, in the aggregate, through 
the sale of agency securities to the Government invest­
ment accounts. Under this criterion there is ample room 
for the sale proposed here because Government investment 
account purchases in earlier sales were larger than new 
money requirements. As· a result, market holdings of 
major agency issues have been reduced by $448 million 
since the current program began on September 10. The 
proposed sale of FNMA debentures will still leave a 
substantial reduction in market holdings of agency 
issues. • 

I ' • 
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~ E SECRETARY OF HOUSING AND URBAN DEVELOPMENT :.;:. (;/__ 

WASHINGTON, D.C. 20410 LC:-

JIS ';}.October 22, 1966 
FG-/70· 

MEMORANDUM TO: Honorable Joseph A. Califano, Jr. /~/'70-~ 

Special Assistant to the President 
The White House 

FROM: Robert C. Wood 

SUBJECT: Items of Possible Interest to the President 

The following items may be of interest to the President during 
his Asian tour: ./U!, : /ti//.f'./ 4,v f'' t, . 

House and Senate conferees reached agreement late Friday 
on HR 18381, the pending supplemental appropriations bill for 
1967. Final amounts agreed to for HUD items are as follows: 

1. Urban Mass Transportation Grants (FY 1968), 
$70 million. 

2. Urban Mass Transportation (Administrative expenses), 
$80 thousand. 

3. Urban Renewal Grants (FY 1968), $750 million. 

4. Demonstration Cities Planning Grants and 
Administrative Exp ens es, $11 million. 

5. Metropolitan Planning Incentive Grants, nothing. 

6. FNMA (Administrative Expenses), $850 thousand. 

The Senate receded from its amendment which would have 
provided $12,180, 000 for grants under Title II of the Demonstration 
Cities and Metropolitan Development Act of 1966. Therefore, this 
program will be without funds until an appropriation can be sought 
at the next sess·ion. 
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THE SECRETARY OF HOUSING AND URBAN DEVELOPMENT _LG 
_,c:-.T¥WASHINGTON, O.C. 20410 
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·FG/7cJ-~ 

October 19, 1966 

MEMORANDUMTO: Honorable Joseph A. Califano, Jr. 
Special Assistant to the President 
The White House-

FROM: Robert c. Weaver 

SUBJECT: Items of Possible Interest to the 

The following items may be of interest to the President 
during his Asian tour: 

1. Demonstration Cities and Metropolitan Develop-
ment Bill of 1966. The Senate agreed yesterday 
(October 18) by a vote of 38 to 22 to the 
conference report on the Demonstration Cities 
and Metropolitan Development bill of 1966. 
The House is expected to take up the conference 
report today. The bill as agreed upon by the 
conferees contains the Admimistration's 
proposals without any major changes other than 
those that have previously been accepted by 
the Administration. 

2. Supplemental Appropriation Bill, 1967. The 
House passed yesterday (October 18) the 
Supplemental Appropriation bill, 1967, with 
the appropriations requested to implement the 
Demonstration Cities and Metropolitan Develop­
ment bill of 1966. The Senate Committee on 
Appropriations will report today, and tomorrow 
the Senate will consider the Supplemental 
Appropriations Bill which carries funds for 
several departmental programs. 

3. The FNMA Board of Directors at their meeting 
today amended the secondary market require­
ments to eliminate the requirement for standby 
commitments. FNMA will accept mortgages not in 
excess o; $25,000 on mortgages endorsed by FHA 

f 
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,,cc:"/-/EXECUTIVE OFFICE OF THE PRESIDENT 
;- J)

BUREAU OF THE BUDGET 

WASHINGTON, D.C. 20503 rG" 170-6 

October 19, 1966 

MEMORANDUM FOR MR. CALIFANO i, 

{) )ftf ,, 
rt-'!

Subject: Items for the President.,.,. 'l ... , l·i<-," 
!I '"( 6 Ir/ t. 

1~ Two major budgetary threats disappeared. 
Both House and Senate versions of the House 
Supplemental Appropriation carry no funds in excess 
of budget for elementary, secondary, and higher 
education. The authorization bills had previously 
added substantial amounts to budget. 

2. Larry'!3lackmon, President of Home Builders, 
called news conference to urge Administration_ to Irelease the $1 billion in FNMA special assistance 
funds for housing,~ we are holding back. 

' < :~ t:, 

~ 
Charles L. Schultze 
Director 

I 
t 
f 
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foA!t,'OF CALIFORNIA-REVENUE AGENCYAND MANAGEMENT 

y DEPARTMENTOF FINANCE 
172.5 ICST,. N,W. 
WASHINGTON, D,C. 

Mr. Joseph Califano 
Special Assistant to the President 
The White Ho.ise •·. ., .. 

•.·•·-:-••.-.• ... Washington, D, C. ·,Y· 

':· 

Dear Joe: 

As you· may know, the sharp curtailment of new housing construction 
and existing home re-sale activity in California because of the tight . 
money market has developed into one of the major issues of the cam­
paign. 

On October 3, FNMA announced new regulations which increased 
mortgage ceilings from $15,000 across the board to $17,500 on exist-
ing homes and $25,000 on new homes. The ceiling was $30,000 across 
the board prior to April 1. (See attached HUD release "A" for details.) 

Unfortunately and apparently inadvertently, the detailed accompanying 
regulations in effect. made the ceilings above $17,500 of little value in 
California while heavily favoring areas of the country where construction 
costs are low. 

A meeting of presidents of all effected segments of the industry from 
California met this morning with Phil Brownstein and Stanley Baughman 
(in response to the Governor's request for a ·meeting with Secretary 
Weaver). (See attached "B" for list of those participating). 

We are not asking any action that would bust your inflation guidelines, 
just a re-shuffling of the availab_le money on a more equitable basis. 

The proposals we made this morning which appear to be best received, 
. are as follows: 

1. To narrow the difference between mortgage ceilings for new construction 
and old homes, i.e., raise the $17,500 limit, or else establish varied 
ceilings on a geographic basis. (This is important to real estate industry.) 

2. To eliminate the requirements for a mandatory standby commitment 
prior to start of construction for loans over $17,500, a new regulation 
which adds more than l percent to the builders· cost. (This is important 
to construction industry.) (See attached memo "C II for more detailed 
comment on the above.) 
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THE SECRETARY OF THE TREASURY "-:-

WASHINGTON • Fc-//0 
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. MEMORANWMroa THE PRESIDENT F~o29/ 
F6-/.S--o-r 

SubJect: The Debt Limit and Certain Federal Agency :Borrowings 

Our latest ro ections show us comin e:xtremel close to the debt 
limit of 330 billion in November December and Janu • 

(Even with a tax increase, we probably will run over the limit in 
February, March, and April, 1967, simply because of the timing of any tax 
action and revenue receipts.) 

The current debt limit is 30 billion. Present debt subJect to 
limit is about 32 billion •. By next Tuesday, October 18, it will be 
above $327billion -- as payment for the new tax anticipation bills is 
made. 

We will need to borrow some adctltional cash in November and early 
December to meet our seasonal requirements. This will push us within a 
veey few hundred millions of the legal ceiling. But there always is sane 
uncertainty about revenues and expenditures, and we have veey little margin 
tor error. 

Our current best estimate is that we can "get by" under the ceiling 
through January, but it is a very close thing. 

We can and wil.l take certain technical actions if' necessary -- to 
protect against some margin of error on the upside. These have their 
limitations -- both in amount and length of time they can apply. Used 
reasonably and for limited times, they are appropriate -- overuse could 
bring partisan criticism. 

We do not believe it would be wise to request an increase in the debt 
limit now -- althOUSh we probably wil.l have to in January or February. 

The main point is that wehave only a very narrow cushion of operating 
flexibility and must take great care that no unnecessary debt increases add 
to our problem. 

There are five kinds of agency borrowings that can add unnecessarily 
to our outstanding debt - if the borrowing is directly :trom the Treasury 
rather than :f'romthe market. 

I 
t· 
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MEMORANDUM EXECUTH/2 

THE WHITE HOUSE F.Io'= ~ 
WAIHINOTON -,.c~174 --'--

rG//-.?J
3:30 p. m., Saturday 

l~//t)October .8, 1966 

FOR THE PRESIDENT~• 

FROM Joe Califanu~ \J 

Attached are memoranda from Barr and Duesenb.erry recommending 
your approval for the market sale of $750 million in FNMA sh9rt­
term notes. • · 

The sales would be made between now and December 31 to refund 
an equivalent amount of maturing notes. No new money is involved. 
FNMA obtains the funds for its "secondary market" operations (the 
purchase from lenders of FHA-VA insured home mortgages) in one 
of two ways. 

(1) by direct ·borrowing from the Treasury, or 

(2) by selling its paper on the market, 

Barr and the Council believe that Treasury borrowings to cover 
the expiring $750 million are highly undesirable for two important 
reasons: 

•· It would add $750 million to the administrative budget, and 

Combined with other activities, it could push us over the 
$33.0 ?illion debt ceiling . 

. As a result, Barr recommends that the is sues be put out on the market. 

Barr will space the offerings out to take advantage of any favorable 
market trends. In the event any of the sales would have a disruptive· 
effect on the market (which Barr ,considers unlikely), he is prepared 
to resort to Treasury borrowing. 

We' recommend he market sale of the FNMA notes. 

Disapprove 

your approval of 



,I 

' I 

MEMOBANDUM 1'01' 

Honorable ~ober& C. 'Wea••r 
,,Seca-•&ary, Department of Houla1 
..and Vrbaa Developme11& . ',I I 
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THE WHITE HOUSE - -1tr170 
WASHINGTON 

.... -rA '-I
·.:/6'.I _10 - '-I 

October 1,, 1966 -1-f g' 

. -1-G-I I 0 -re-11-3 
Dear Mr. Secretary·: _:J$''-//-1'6-l10-(,, 

-ltr JI- I 
In response to ypur letters of May 25., June 15, and .August 30, l.966, 
I am ma.king the following revisions in the amount~ or the Federal 
National Mortgage Association special assistance authorization ·avail­
able for commitments by tne Association as follows: 

a. For mortgages or. housing for lcw and modera.tc income fn:iil:i.l::s 
.. 1"1hicha!e· insu.reu. under Se~t;on 22J.(u)(:;) of the l,ational HousinJ Act 

and bear interest below the ir.axillillm rate.u ..'1.d~r·1'i!A regulations, an 
.additional $32,50C,OOO. T'ni's incr~asas the ar.1cu.1t o'f $1,837,500,coo 
mde availabl'e on October 5, 1965, !:o $1,8~(0,000,000. The foregoi.nJ 
am.qunt shall be fu:cther increased ·Clyar ... ounts x..acle availabl~ for uui·r;iia.::e 
of IJ.ortgages by sales, ;.a.de _prior to July 1, 1967, ~6.er Section- ~02(c) 
of the ~U.IA Cnartez- Act, of 'ciene:!:'icial interests Ct' ps.rticipaticns,. in . ' 

. •. mortgages :purchased under other Presid<:!ntial ~uthor:iaationsJ a."ld amounts 
r under such •other Preside~t1a1· authorizations· shall be co.rresponq.i.ni}.y • 

•reduced. T'ne ·increases· wh~n addcci to araounts ir.ad.e available for ··ourcho.s~ 
of mortgages within this authoriz.a tion by sales of beneficial- int-~rests 
or :participations in such mortgages snail not exceed $300,000,000. 

b. For mortgages on housing subject .to annual payuent contracts 
entered into under Section 101 of the Housing an± Urban Development 
Act of 1965, which are insured under Se~tion 221(d)(3) of the lrat1.ona.l. 
·Housing Act and bear interest. at the iraxil'.nU.I:l rate permitted by ·FHA 
regulations, $2~0,000,000. • 

'· c. For mortgages covei·ing residential property intended to be made 
available primarily for far.ti.lies .who are the victims o'f a cata.stro:phe 
which, pursuant to the Act .entitled 11.An .Act to authorize Federal as·sist-· 

•.ance to States and 1-ocal _governr.1ents.in mjor disasters, uid for other 
purpo.ses" • (Public Law 81-875h as amended, the ·President detertlines to 
be a major.disaster, a reduction of $5,000,000. ~s decreases the_ 
amount of $10,000,'000 made &.vailable on April 4, 1958, to $5,000,000. 

, . 
d. For mortg~ges on housing in urban rene~al areas and for dis-· 

placed families, and: hotie _improvement loans ~nsured una.er Section 220(h) 
of the National Housing Act on properties in urbar. renewal areas,· a _ 
re~uction of $502,500,000. T'.o.is decreases the amount of $762,500,000 
made available ~n June 14, 1965, to $26olooo,ooo. 

'. :_: ' ~/W:, ~ ~(,) 

:·::\'<·'iJ-&Jqtl~ 
. . . .. ~ 

I
1--.....;. ___ "--l..:.:.:. .......... ·..::•-:.....a.·__. .. .___....,_ ____ ~~-------- ---
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MEMORANUUM 

. -THE WHITE. HOUSE 
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. 

.... 

MEMORANDUM TO JOE CAUFANO 

SUBJECT:· FHA-VA interest rates; ·}annie Ma~ special assistancl;!, 

These are our comments on the materials you sent us on Fannie 
Mae special assistance, and such other materiais as we have 

: work-ed with in connection with FHA, VA 'and Fannie Mae generally; 

.. ,. 1. It would be possible, and actuarilly feasible, to r.educe 
_ the FHA insurance plan by a quarter p~rc~nt as an offset to the .. 

. • . FHA interest rate increase from 5 3/ 4% to 6%. This would enable 
~-: -· us fo say.that we are tryfng to (a) increase the flow of funds into 

the.mortgage market ci.nd at the same tin1.e (b) pr.event increased 
cost to the consumer. 

2. The $1 billion special assistance recently authorized 
should not be_.completely shut of.£. tfh.e e-qti.re $1' billion does 
not have to _be rel-eased at once; but unless some token portion is 
released, we may be very severely critici:'zed by congressi_onal • 

r and industry sources. A small amount of this money is goo.d 
leverage in helping to hold down rates. 

3. • The special assistance requested by'Secretary We.aver in 
his letter of September 16 for rent supplements and mo-derate 
income housing should be approved~ but this. is not a substitute or 
alternative for the $1 billion special assistance in the recent enactznent. 

The President is committed to two objective.s: (a) economic relief 
for .homebuilding and (b} h<:>U~ing for poor people, a.nd all the tools·. 
given to us ought to be used·at least in some small ~ea-~ure. In 
any event, espe~ially if the answers to 1 and 2 above are negative, 
the handling of this whole question should be ·moved out of ,the 
White House and into the .. departments and agencies. 

,. . 

Ja~sen ~1ilton P. Semer 

• J •. 

https://e-qti.re
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,t_../1·• 8:00 p. m., Tuesday 

/,,I/ 17~-r 4September Z 7, 1966 
,r'b:J~O· 

FOR THE PRESIDENT 

FROM Joe Califano 

Bob Weaver has an appointment to see you tomorrow morning 
on the new FNMA apecial assistance program (this authorizes 
FNMA to purchase new home mortgages of up to $15,000 
generally, and $17, 500. in· special "high cost" areas designated 
by Weaver). You have a memo from Schultze on this subject. 

At the time Weaver talks to you about the special assistance 
program, he will have a draft press release which HUD will put 
out announcing the new FNMA secondary market purchase 
operation and the new 6o/oFHA-VA interest rate (a copy of the 
release ia attached). Deming, Dueaenberry, and Zwick have 
cleared the press release. 

The release of this higher interest rate should not be made from 
the White House. Weaver can make it from HUD. 

For preas purposea, Weaver could indicate that he discussed 
with you the Demonstration Cities Program in the House and 
personnel matters. 

)( 

Weaver might also raise the appointment of Richard Adams as 
General Counsel ·of HUD.· 

Do you want Schultze at the meetini with Weaver? 

Yea No 

Do you want me at the meeting? 

Yea No 

Attachment 

I 



BB:ew' m'CUTIVE 
LE/FI 5~ 

September 9, 1966 FI Su4 
FO 170-6 

- BE47Constr~tion 

The President cordially invites you to attend the signing of S.3689, The FNMA. 
Bill on Saturday, September 10, 1966. Please present this telegra."ll at the Ml 
Gate of the White House at lli00 AM. RSVPby return telegram. 

Mil ton P. Semer, 
Counsel to the President 

LAPIN, Raymond J., Bankers Mortgage Company of California., SFran. Calif. 
OKEEFE, Raymond T • ., Chase Me.nhattan Bank, NYC. 
MORGAN.,Robert M., Boston Five Cents Savings Bank, Boston, Mass. 
BERCMAlffl., Harry P., Riggs N3.tional Bank, Washi.J.v.;ton., D.C. 
MATTSON,Everett., T J Bettes Co!i!paey, Houat.vn., Tex. 
Ml:TNICK,Carl T.,· Ventnor, Cit7., N. J. 

~. ~~'N., Thomas P • ., • The Mayfair House., NYC 
~YCHANAN, W. Eva.'1s:, Kensingtcn, r-'.d. 
'~GIES, Richard 0 • ., Fort, Worth, Tex. 
WILLITS., Perry E., Charleston, S. Car. 
BARBA., Louis Ro, Short Hills, N. J • • 
HIGGINS, Rich2I'd., Saddle River, N. J • 
STASTNY, John., mnsdale, Ill. 
BOGA.TIN.,Henry D., Sr., Palm Beach, Flao 
DUNCAN,c. A., u.s. Savings & Loan Le~-.ie., Farm & Home Savin.gs ar.d Loan Assn. 

Nevada, M:u;sour, .. 
FEnraERG, AlexandeI', Haddon.field, N. J. 
DECKER,Don, Oina.r.ia.,N~br. • 
RICHARDSON,J. Jo, Helena, Mor-t. 
LINDY, Alan M., Phila., Pa. 
CATARINELLA,Roland S., Pgh. Pa. 
BICKFCRD, Paul R., Hamptort, Va. 
SMTIH, Raleigh A., Houston, Tex. 
EARNEST., M1Jrgan G ., NrJ.ns· 
JOHNSON~Carl Wo, Kinston, N,. l'.:ar. 
STRUN'f.. Norman, u. s. S9vinga & Loan League, Chicago, r.t.1. 
ENSLEY, Grover W ., Na.tiomi.l A.3sne of Mutual Savings Banks., NYC. 
KLAMAN, Saul B., National Assn. of Mutu.tl Savings Banlcs, NYC. 

https://Oina.r.ia
https://Savin.gs
https://Houat.vn
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THE WHITE HOUSE• (£)
WASHINGTON 

•· September 7, 1966 

MEMORANDUM FOR MARVIN WATSON 

I think it would be a political plus for the 
President to have a signing ceremony for 
S. 3688, the Federal National M.9.rtgage 
Association ·(FNMA) bill. 

The last day for action is Saturday, Sept.10. 

I suggest a Friday a. m. signing. This 1-
would probably be after the debate on the 
interest rate bill in the House, which is 

"likely to be completed by Thursday night. 
I• • 

' j 
I 

I . 
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THE SECRETARY OF THE TREASURY FC-c:?~o 

WASHINGTON 
/::c;:, ~q/ 
,,:=c;:_/ 7o- <: 

September 6, 1966 

MEMORANDUMFOR MR. CALIFANO 

Subject: Alternatives for Financing Agency Issues 
and Participation Sales 

Attached you will find a short two-page summary entitled 
"Alternatives for Financing Agency Issues and Participation 
Sales in the Remainder of 1966. 11 These set forth the three 
alternatives you posed an:l ;he consequences.

-· 
This analysis lumps agency issues and participation 

certificates together. I believe a sharper analysis of the 
problem can be obtained from keeping the handling of these 
two forms (agency issues and PC's) separate. 

So that you can see for yourself, I am attaching~ copy 
of a memorandum sent today to the President entitled "Program 
for Cutting Down the Market Impact of Federal Agency Financing 
and Participation Sales. 11 No difficulty really arises from 
selling the agency issues to trust funds intoto ·except that the 
Treasury would have to do additional cash borrowing in the· 
market on a dollar for dollar basis. • 

The problem with reference to the participation certificates 
presents more difficulty if we made an outright public commit­
ment now not to offer any PC's on the market between now 
and the first of the year. This and the other alternatives 
are discussed on pages 4 and 5 of the attached long~r 
memorandum. 

itvvvwJ t,( • "f;v.}--~'­
Henry H. Fowler 

Attachments 

_, 
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THE: CHAIRMAN OF' THE: 

COUNCIL OF ECONOMIC ADVISERS r..r..s---r 
WASHINGTON .r o / '7if) - ~ 

September 2, 1966 FG-170 
rG //->J 

~11~MEMORANDUM FOR THE PRESIDENT 

FG//,/
Subject: New Funds for FNMA 

l. The FNMA bill provides a total of $4. 76 billion new funds for FNMA 
by 

authorizing an additional purchase of $110 million of 
FNMA capital stock by the Treasury; 

raising the ratio of FNMA borrowing to capital from the 
present 10 to l to 15 to l; 

authorizing a $1 billion special assistance program 
financed with Treasury funds. 

2. The program will l?,ave some adverse effect on non-mortgage interest 
rates. Any diversion of funds into mortgages adds to the total demand 
for credit. 

But the impact will not be significant. On the average, FNMA 
has been borrowing about $160 million a month this year. But 
their borrowing authority is nearly exhausted. This bill permits 
them to keep on borrowing. They plan 

I 
t , September 3, 1966 

for the next fourSaturday, 6:35 p. m. 

I 
FOR THE PRESIDENT ~ fter. 

FROM Joe Califano ant. 

the impact on credit 
•Here is the report from Ackley and 
Weaver which you wanted on the 
FNMA bill. 1 would more than 

The Bureau of the Budget is now preparing 
formal comments on the bill and it should 
be over here in the next day or so. 

Attachment 
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. , 

TO: Joe Califano 

FROM: Larry 0 1Brien . / 

Past'·experience has indicated that tnatters of this nature.. . 
I . just can't be handled "quietly". 

It would seem it would not cause undue hardship or serious 
: difficulty to hold up this a·ction for another couple of weeks . 

...' 
,, 

... 

...:.!.-...... 
r-

l 
I

·1 I t I '; 

Auguat 25, 1966 

FOR Harry McPheraon 

FROM Joe Califano 

Why don't you talk to Larry O'Brien 
dlrecUy. 

Attachment 
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THE WHITE HOUSE 

c:::: ;dUu--4z
WAIIIINOTON 

/".#~/)/) 

August 23, 1966 ~.£% 
Tuesday, 7:40 p. m. 

MEMORANDUM FOR THE PRESIDENT 

Subject: FNMA bill -- interest rate's 

The Senate-House conference on the FNMA bill this morning agreed 
to the following: 

{l) adds $3. 76 billion to rNMA secondary market purchasing 
power. 

(2) adds $1 billion to FNMA special assistance; this has budget 
im·pac_t when and if used, but pooling of these mortgages is 
permitted under the new sale of assets law. 

As a result, you will soon have b_efore you a bill that could have a 
$4, 76 billion impact in the long-term money market,, With proper 
management, this could make a difference in two ways:' ' 

(1) it can provide downward pressure on long-term rates, and 

(2) it_ can establish a favorable Presidential image of being 
effective in the money market. 

We arc up against a unique situation in the mortgage field. No single 
department or agency has over-all authority or responsibility. 
Uncoordinated actions of these various agencies, poor timing, lack 
of knowledge, and even protection of special interests, have given 
us a 10-year record of violent ups and downs in mortgage credit and, 
in turn, home building {see attached}. 

This is compounded by the fact that few economists, particularly 
among the Federal policy advisers, have a grasp of the practical 
realities of mortgage finance. 

Congress, over the years, has shown a better understanding and 
responsiveness to these matters than the Executive Branch. You will 

-
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THE WHITE HOUSE pr:L 
WASHINGTON FG /70- t, 

ep&';;oAugust 16, 1966 
4:30 p.m. Tuesday 

MR. PRESIDENT: 

Secretary Fowler comments concerning the 

high rates being paid by the Government on 

FNMA debentures, as marked. 

1( 
R~bert E. Kintner 

,\ 

•• I 

r . IJ 

• . '' 

- I 
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EXECUTIVE OFFICE OF THE PRESIDENT_ +·;/ftt:--17~-~ 

BUREAU OF THE BUOGE.T p::c;,./'lt'J 
WASHINGiON, O,C. 20503 I . i ' • 

:IF.L c5-:.~ . . . 
Ol"FICE OF . • " F~11~1 

TH&: DIRECTOR August· lOyf 966 \ . . 

r -· ~tr 1 

0 ~/#
FOR THE PRESIDENT MEMORANDUM 3b-~?11-¼~--??J/• d, 

~ I \ , 
Subject: Assistance for home building,· current rI r·

legislative strategy 
.I
I I 

I I ' . I
On July 28 I sent you a memo (copy attached ) on the. 
Senate Housing Subcommittee's action. to add $1.bil~ion 

. to the FNMA "special assistance" budget to pump mor·e • 
funds into the housing market. I. ; 
The Senate Committee bill would be particularly.trohble-
some because I. 

. I . . I 

.. it transfers ·some·funds from other -- more 
desirable --· ·housing programs; : I l 

I'. ,. 
: • it authorizes HUD. to buy regular housing \ • : i. 

mortgages at low interest rates -- this woul? •• ! 
. be horrible to administer. HUD would be giving\ 

out "cheap money 11 to some home buyers while i • 1 

others' would have to pay high· interest rates 1 . · I,. 
. . . I . 

• the bill is so written (a $15,000 limit on size 
of mortgages) that most of the funds would be 
spent.in the Southeast, with much srqaller beI?-efits ., 

to the rest of ~he country. -i , 

. . I : 
It was clear··that this ·amendment could no~ be defea~ed ·in ~ 

.. the Senate .. We have worked out an alternative arrangement' 
with the.House which both' Patman and'Widnall. like ~d have 

I I• Iaccepted. 

.,. i!
I .. 

• 'llEGElVED 
. .··AUGl11966 . 

:-• ...• • · CENT~Al~\l ~4S._. 
. • I.' • I• • I . 

' '[ • . 
I 

I 

https://spent.in


--EXECUTIVE 

FI? 
THE SECRETARY OF THE TREASURY £~17~--" 

WASHINGTON 

AUG 6 196ti 

MEMORAf_IDUMFOR THE PRESIDENT 

Subject: Current Offering of FNMA Debentures at 
5-7/8 Percent 

The Federal National Mortgage Association 
announced on August 5 a $300 million offering to the 
public of 2-year 19-day debentures carrying a 5-7/8 
percent coupon. Final pricing will be set on 
Tuesday, August 9. The current expectation is that 
the bonds will be offered at par. •• 

In addition to the $300 million sale to t~e 
public, FNMAwill place $50 million of the ban~ 
directly with certain government investment acqoµnts 
such as the Social Security Trust Fund. This it''~he 
first such direct placement with the trust funds,.· 

While the FNMAinterest rate is high, it is not 
breaking new ground. In July the Banks for Cooperatives 
sold $266 million of 6-month debentures at 5.90 per­
cent. A few days later the Federal Intermediate Credit 
Banks sold $297 million of 9-month debentures -at 
5-7/8 percent. Both of these issues are now quoted 
in the market at small premiums, but not at suffi-
cient premiums to suggest that FNMAcould have gotten
by with a lower rate. 

At 5-7/8 percent, the FNMA issue carries a rate 
5/8 percent over the 5-1/4 percent certificates and 
notes just offered by the Treasury. This actually 
represents a slight narrowing of the spread over 
Treasury issues from the 3/4 percent level reached 
in July. The spread is still much wider than the 

.,I 

1/4 percent level at the beginning of this year -­
prior to the sharp acceleration in agency issue 
aalea in the second quarter. 
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• ' .l
MEM:>RANWM THE PRF.SIDENT 

• I

~R ·, l.• -k 
.. •.. · S11:bJect: Senate Housing Committee action to increase budget 

' t 
i : ,l1 

ii'.·;~:··· • • •. • • Yesterday., the Senate housing subcommittee agreed to include in the 
Ii 
1 

' 

:}· .,.:• ·.:' •.• housing bill a provision authorizing the Federal National ~rtgage !· '.· 
1 .·,)•~- /. : . .Association to buy $1 billion ~t mortgages on. nev homes it t~ I ~ I 1

:JI.'.~.. : • ... mortgage is $J.5.,ooo.or less. . . , . , ' 1 1 
.';'11" , I 1 ;'1 I·-~~t-·/.-The proposal has -the :f'ollow:Lng implications: . j t _· ;·, ·.·;

1 1 ' {~~~ .. •·"•,1~· $500 million of 1967 NOA -would be added to the b~~~t. I 'l,i. .'·; , •• 

~;::·~ ,'. ,.. • , 2. Transfer by the bill ot the .remaining $500 ·milli~n·· }rom: :•;I[ ; · 
-~:~~:l' • ,•. other programs may slow down housing.tor urban rep~~ • Lj ·1··.. 
• ~ , , . . and relocation Df displa·cees.,. for low and modera),·. ¥1co~ · 1_, l . 
:;· •• :·.:: .. ·; ,'!. . families., and tor rent supplements. ;? ·, :; l ; '. · 1 • 

I ::. :J": \, •;: I, • ; • •:, J.1 • • • • • • ~ •, , • I tI • 

3• •~)~'.;·-' ·,: .. i~:· • • :_1967 expenditures would increase;·the exact aDl0\11\\.VOUld • 1 

• :~,·: .i,. ,• • • : depend on how fast the program got going. $250 mialion , , 
•,: }' • •• ' .' , •11 ' ,:' : 'i. ,. is a possibility. . • 1 

j .. \, • 

; -.: 
1 

,; :· 4.-.. Special· assistance mortgages are purchased at higher than : . j·' 
•• , .,.,► _ market prices·. Those able to ·get commitment~ under this t.. ; 

;\ .', _. : . . . ~··proposed authority would therefore get a financial windfall, ·, • ·, 
~-~ • , i. , not accorded others. • • ' , II , 

• • ,i I I ' . 
' I ' ~ 

•' • 5. 'l'O the extent that money for new construction would actually • 
•r •.. ,i;t ~:· _:•.. • • :· be provided by the· provision, inflationary pressures in the' ·i••. • 

'.:.~~ /': ,.:• '. • . ;; . construction industry would be increased. • · • ! I , , 

r~•••,f:.. •.• •, ' . I 
1 

'?i. --ifl • . : :"6. ~st ot the nE!w authority., however., would probably replace f . : • 
t ~:":-::· i: • I • .:·. , . : • exl.sting :f'und.s being made available 1n FNMA's secondary_ '.. • 
;tJ{:.;.!• • ' ., 1 

7'>:i •• • • .... • •• - • ~-I. J . ~ ,. , . I' •. 
•~!: ·~ : I • I . I ... ' • ' I I • • I I 

in-(•• 1; II' ,.1, I 

~ •. ;. • :~ ...· 
ii{: ·.·,., . . I • !; : . 
i'fi-~4- /- ,.: ·,.:. • '/ !'·,!;. 
-.~otl{ing 'ela~ ■-ent·: to, ~ /. . ' .. i 11 ! ' I' 

0

:r?oantral l"ilea •as of_. Qi~h t_ I ~; ~.; ; .' • 

,tj] ti • 

,ti!:·:< .'. •. ; •. ·,, 1market operations or elsewhere. This· replaced money 'may or 
-~if,,:f'. , . · ·f • • )· 1 , • : may not stfq in the mortgage market. • ·,.: .. ; :· \ .; : 1 

•

tt·:.i• '·':: '\_·.:!_, . · ~. • .• -:= • • •• ,::ii-.:.···!·l· . __+ • ••

""i··. • ,. • ~ I • 'J • 11 ~r . : .• ~-i" ,·. • .. ·; • ·. i ., . . . '' I .·, :1, ,. 
< , .•. •. l /, • I). ,> , ,I ii,•, . .t '\ :,,, , , I

'-4,1.' • ::~ l • • ( · '1 •• I 
-~'1::_i,. ·.·_. . : r· .i . • :,',: ._·:. •;:1 

• 
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'.; 

~-~, 



3/ 8) EXECUTiVE 
r...T'l ~ 

THE SECRETARY OF THE TREASURY p:13 
WASHINGTON 

J-G-//lJ 
FG..2.a~ 

JUL 2 3 1966 FG/7/J-I, 

MEMORANDUM FOR THE PRESIDENT 

Subject: Acquisition of Agency Issues by Trust 
Funds 

For the past several weeks we have been 
exploring the pros and cons of purchasing of 
government agency issues by the Trust Funds -­
policy issues, legality, etc. 'While the legal 
questions can be definitively answered, policy 
and political aspects are somewhat more blurred 
at the present, particularly as it has to do 
with the new participation certificates. However, 
the same relief to the market and rising interest 
rates can be achieved by Trust Fund purchases of 
such agency issues as FNMAdebentures and Home 
Loan Bank Board issues. 

I approve of the conclusionsand recommendations 
in Mr. Barr's attached memorandum, as well as the 
reasoning in Mr. Sternlight's more detailed technical 
discussion. 

H~H-~ 
Henry H. Fowler 

•Attachments 

/ 
----- --,t.1 ___________ _ 

. J 
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F_$//-J 
EXECUTIVE OFFICE OF THE PRESIDENT 

COUNCIL OF ECONOMIC ADVISERS FC:.. r.2~ o 
WASHINGTON FC-,/ 7~-£ 

GARDNER ACKLEY, CHAUOMAN 'I• Jwie 27, 1966 
.JAMES S. QUESENBERRY 

ARTHUR M. OKUN 

MEMORANDUM FOR MR. CALIFANO 

Subject: Housing Finance and Rate Regulations for 
Financial Institutions 

1. The following problems relating to home financing and the regula­
tion of rates paid by banks and savings and loan associations need 
to be considered. 

Should FHLBB give up its rule of refusing advances for• 
expansion to savings and loan associations paying more 
than 5% in California (and similar rules for other areas)? 

Should we back 
paid on personal 
banks? 

some form 
or small 

of legislation 
time deposits 

limiting rates 
at commercial 

Does FHLBB have 
advances to S&L's 

sufficient 
to meet 

resources to provide 
July withdrawals? 

adequate 

Should 
power? 

we support legislation to increase FNMA borrowing 

2. 

Does FHLBB have enough resources to give adequate• 
to home building ? 

Will other special assistance to housing be required? 

It is desirable to check the progressive increase in rates 
by commercial banks for thrift deposits 

support 

paid 

I, 

ii 

I 

to help hold the line on the ceiling rate for large CD's; 

to force banks 
for ·£wide; 

to restrict loans· instead of competing 

lothing, 
Central 

elso 
:Files 

s·ent 
as 

to ;/;/, 
7ot ----c?T ICf)v. l-

------------.---,J--- --------~--------------------~--_,. 
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June 8, 1966 
#_.j,, 

~/~ 
GARDNER ACKLEY, CHAlftMAH 

JAM:::s S. QUESENBERRY 
AqTHUR M. OKUN 

MEMORANDUM FOR JOSEPH CALIFANO, JR. 

Subject: The Prognosis and Prescription for Housing 

You asked two further questions on my memo of June 2 about housing: 

l. How does our forecast for housing compare with that of the homebuilders? 

2. What can we do for the industry besides supporting legislation to curb 
interest rate competition? 

1. Housing Forecasts. The letter from Larry Blackmon and the material 
sent by Jim Rowe did not make a quantative forecast for housing. But 
both used lurid terms such as "crisis proportions, 11 "Appalachia of the 
American economy, 11 "disastrous consequences," etc. Other spokes­
men for the builders and the mortgage lenders (for example, Norman 
Strunk of the U.S. Savings and Loan League) have estimated that starts 
will fall as low as l. 0 million (annual rate) by the end of the year. I 
assume that your correspondents share these views. 

Housing starts have been around 1. 5 million units for the past two years; 
in our view, they may drop to perhaps a 1. 3 million rate by year end, 
a decline of l O or 15%. But the average for the full year should be l. 4 
or better and the dollar volume of housing activity should show a decline 
of 2 or 3% at most from 1965. Such a situation would be uncomfortable 
for the builders. But it is hardly a crisis by any objective standard. 

2. Prescriptions. In addition to trying to curb interest rate competition, 
we have taken some steps which help to cushion the blow -- we have 
pushed our housing programs on the Hill; FNMA has bought a record 
volume of mortgages; and the Secretary of Defense has ordered a care­
ful control over procurement to avoid a repetition of the lumber incident 
(fulfilling Blackmon' s proposal 8 on page 2). 

I
J . 
I, 
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F.:r~-:- 7'THE SECRETARY OF HOUSING AND URBAN DEVELOPMENT 

WASHINGTON, D.C. 20410 ,cc:- /'?t) 

MAY 2 5 1966 

FOR: A. 
Special Assistant to the President 
The White House 

MEMORANDUM Joseph Califano 

Subject: Revision of FNMA Secondary Market Prices 

I am enclosing a copy of a May 16, 1966 statement that was 
presented to the Federal National Mortgage Association Board 
of Directors on May 16, 1966 recornrnending an immediate reduc­
tion of 2 points in the prices the Association is paying for 
mortgages purchased under its Secondary Market Operations. 

As pointed out in the statement, the Association's Secondary 
Market Operations purchase prices are 2 points or more above 
those being paid by private· investors for similar types of 
mortgages in the general secondary market. As a consequence 
in part of the Association's higher prices, the corporation is 
receiving a large volume of offerings which is seriously taxing 
the Association's ability to continue as a secondary market 
facility. The Association believes, and the Board concurred, 
that a 2 point price reduction is in order at this time. 

I am sending a similar letter to Secretary of the Treasury 
Fowler, Gardner Ackley, and Charles Schultze. 

It would be my thought that the price reduction should be 
put into effect immediately. 

L-c1_~
Rooert c. Weaver 
Secretary 

Enclosure 

liothing 
CM1t1·al 
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May 16, 1966 

FEDERAL NATIONAL MORTGAGE ASSOCIATION 

Secondary Market Operations 

Revision of Immediate Purchase Prices 

The prices which FNMA pays for mortgages purchased on an over-the-counter 
or immediate purchase basis under its Secondary Market Operations are re­
quired by Section ·304(a)( l) of the FNMA Charter Act to be 

(1) es_tablished, from time to time, within the range of market prices 
for the particular class of mortgages involved, as determined by 
the Association, and 

(2) determined, .from time to time, consistent with the objectives that 
purchases ... should be effected only at such prices and on such 
terms as will reasonably prevent excessive use of the Association's 
facilities and that the operations will be fully self-supporting. 

FNMA's current purchase prices for 5-1/4, 5-1/2 and 5-3/4 percent mortgages 
meet none of the foregoing statutory pricing criteria, i.e., its purchase prices 
are generally higher than those that are being paid by private mortgage institu­
tional investors for the types of mortgages which are normally offere~ to FNMA 
for purchase, and net yields from mortgages purchased at the corporation's 
current prices are insufficient to permit it to operate within the income derived 
from such mortgages. 

FNMA's mortgage market surveys and other S(?urces of information show that 
the private market for FHA and VA 5-3/4 percent mortgages ranges generally 
between 95-1/Z - 94-1/2, subject to servicing at 3/8 percent, and l point less 
with servicing at 1/2 percent. At those prices, the yield to an investor, after 
servicing, ranges from ~bout 5. 95 to 6. 11 with some transactions occurring at 
prices slightly above or below this range. The preponderant 'volume of private 
5 -3 / 4 percent mortgage sales is believed to be at about the 9 5 - 94 level from 
which the 12-year prepayment yield on a 30-year mortgage, after servicing, 
is approximately 6. 02. 

By way of contrast, FNMA's current prices for 5-3/4 percent mortgages range 
from 98-1 /2 - 97; its average price for these mortgages is currently 97. 25 
from which the gross yield is approximately 6. 10 and is about 5. 59, after 
servicing, as compared with an average of approximately 6. 02 in the private 
market sector. From _the foregoing, it is evident that FNMA's prices are 
above the range of the general secondary market by not less than 2 - 2-1/2 
points. This conclusion is supported by the volume of mortgages that continues 
to be offered to FNMA for purchase under its Secondary Market Operations 
notwithstanding the corporation's price decreases of 1 point each on December 1 o, 
1965, January 18 and March 4, 1966, its 2 point decrease on Apri1 12 and/ 
adoption of a $15,000 purchase amount ceiling on April 2. 
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In our opinion, FNMA should be in the market at all times to continue as an 
effective secondary market for FHA and VA mortgages. Under these circum­
stances, FNMA should, from time to time., effect such price changes as may 
be necessary to keep its purchase prices in line with market conditipns; and 
should impose such additional deterrents as are necessary to further control 
the flow of mortgages to FNMA in order to achieve that objective, including 
considerati~n ·of such marketability factors as are customarily recognized by 
investors in the general secondary market. 

In consonance with the foregoing, it is our considered judgment that FNMA I s 
purchase prices for 5-3/4, 5-1/2 and 5-1/4 percent mortgages should be re­
duced at least by 2 full points at this time. Should these prices prove to be 
ineffective, cons~deration might then be given to establishment of a full 1 poit;lt 
spread, as compared with the current 1 /2 point difference, between the price 
being paid when the mortgagor's e·quity in the related property is ten percent 
or more of the cost or value of the property and when it is less than that per­
centage. Such an adjustment would affect approximately_ seventy-five perc;:ent 
of the corporation's purchases under its Secondary Market Operations . 

. A price adjustment at this time is essential also from the viewpoint of the Asso­
ciation's financial operations. If FNMA's purchase prices were to be reduced 
by 2 points at this time, our average price would be about 95. 25 for 5-3/4 
percent mortgages from which the yield on a 30-year mortgage will average 
approximately 6. 36 but only 5. 65 when servicing and overhead are deducted 
(12-year prepayment yield of 6. 36 less servicing of O. 51 and overhead of O. 20). 
If these purchases were to be financed with one year debentures, we estimate 
that such borrowings,_ including selling expenses, would cost about 5. 60 or_ at 
about a break even point, i.e., there would be· no operating margin between the 
net return on the mortgages and the cost of borrowing funds with which to pur­
chase them. FNMA's present 30 - 270 day short-term discount borrowing costs 
{including selling expenses) are averaging about 5. 28 percent on a bond equivalent 
basis and it would appear the rates will need to be increased in order to attract 
a more adequate supply of private funds. The corporation I s operating- margin, 
based on today's short-term borrowing costs and an immediate reduction of 2 
points in its purchase price,will be approximately 38 basis points. Prudent 
debt management requires, however, that a proper balance be maintaiped 

·between short, intermediate and long-term indebtedness and, in our judgment~ 
restriction of FNMA financing to the short-term area over an extended period 
would be financially infeasible. 
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May 2, 1966 rGl..35 
Monday, 11:30 p.m. FG//~ 
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FOR THE PRESIDENT 

FROM Joe Califano 

I have checked with Katzenl>ach and Frank Wozencraft on the 
Treasury opinion that we have authority to aell participation 
pool paper to U. S. trust funds under current law. They both 
agree that we have such authority now and therefore, there ia 
no need to amend the bill currently before the Congre••• 

--~---------------
- I 
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THE: WHIT£ HOUSE: 

WASHINGTON 

April 20, 1966 ..---- .._.... .._.., _____..,_ 

President:Dear Mr. 

11I have the honor to transmit "The Participation Sales Act of 1966. 
This important legislation is designed to forward our objective of 
substituting private !or public credit. 

I 
For many years the Federal Government has carried on lending 
programs to finance essential activities which would not otherwise 
recoive ade(iuato financial support. Under thcsll programs direct 
loans aroma.do to help the !armer, the businessman, the home 
buyer, the veteran, the student, our colleges, and our schools. 
As 0£ June 30, 1965, the volume o! these Federal loans exceeded 
$33 billion. 

Desirable as these activities arc, Fodcral lending neither can, nor 
should, shoulder the entire job. 

Under our system of free enterprise it is !ar better for the Government 
to mobilize priv~te capital to these ends. 

And it is far better !or the Government to stimulate and supplement 
private lending rather than to substitute £or it. 

To do this, we sell Federal loans directly, or in some cases, sell 
"participations" in pools of loans, to private investors. The Govern­
ment acts as both middleman and underwriter for the loans, assuring 
adequate and economical financing for deairable projects while at the 
same time attracting the maximum participation o! private investors. 

This substitution of private for public credit provides sound financing 
for worthwhile projects with a minimum of Federal participation. 

I~ 

'-) ✓ • • ' ·. ., , . ' 

https://aroma.do


------

at a 
Semer 

1966 •. ' ·We 
these 

l 

THE WHITE HOUSE 

WAIHINQTOII 

7:25 p. m., Thursday.., .. 
April 7, 1966 • 

~. 
FOR THE PRESIDENT 

FROM Joe Califano~• I' 

The attached memorandum from Fowler reflects agreement reached 
meeting yesterday of Fowler, Weaver, Ackley, Schultze, ,Barr, 
and myself. Here is a summary:· • 

We have a $3. 3 billion goai' of financial asset sales for fiscal 
have already sold about $L 9 billion. Of the remaining ~1. 4 btllion, 
are the maximum sales we believe we can make: 

V1. $400 million of export import bank paper. 

v2. $300 million in new participation sales. (This would be 
made up of $180 million for the eleventh to the fifteenth 
year of FHA ($120 million) and VA ($60 million) mortgages 
already in the pool, and $120 million for the-first to the 
fifteenth year on new VA mortgages not yet in the pool. ) 

.-!. $350 million of SBA paper if we get the legislation through 
the Senate by early May, or . = 

af:p200 million in SBA paper that can be placed in the participa­
tion pool under existing legislation. 

• -~-o . ) 
This would give us ·either $1. 05 billion or $900 million- of the $1. 4 billion 

( we need to reach our goal. - . ' 

, 

without endangering the market situation and without taking such substantial 
"discounts" on the paper that we would jeopardize, if not kill,· the big asset 
sales legislation which we need to finance great society program.a in fiscal' 
year 1967 and for several years thereafter. 

·No one at the meeting believes that there is anyway to sell additional paper 

We request approval to move out with these sales. 

Approve ____ i____ Disapprove 

~: /uAL-t( ..A·✓G 
1/--~~6" - :7"..r 

'J: /.j" "-· 
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February 3, 1966 

/'"'."'C- .2 • .•r • .;-

p::=r-,/7 /}- ~ -.
-;zrJZ'i,,.-;~ / '/'C) 

TO: JOE CALIF ANO 

Thi• should be handled no later than tomorrow, 
I would think, so that Secretary Weaver can 
get bis release ready to go }..-1onday, February 7. 

You will note that: 

1. Sccretarie1 
Gardner Ackley 
increase, 

Fowler and Deming 
recommend a 1/4% 

and 

2. Mr. 
Systom 
and 

Martino! 
make• no 

Federal 
specific. 

Re•erve 
recommendation, 

3. Secretary 
inc:reaae. 

Weaver recommends 1 /2o/t , 

Please advbe me ol final disposition. 

WMW:MJC: rgm 
W. Marvin Watson 

i. 
......~ .·' 

I 
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• II 

TO: Marvin Watson . rG/7~)'-~ 

FROM: Harry McPherson ~ /hf-M4~ ·l;()r,;l>I': 
8e11--r'_H,ah//,;,,v A. 

2 Attachments 
HA interest rise is inevitable, 
off until after the Patma_n-Barrettr ver some problems, for Patman 
to commit himself agains.t a rise 
en done Weaver felt he could .defend • 

it as fait accompli. -~---t
Gardner's memo is concise and very much worth reading. If 
you agree with its recommendations on page 3, I will tell Weave_r • 

1) you ":'ill not make a decision on this prior to the hearings, 

2) we feel FNMA should reduce its buying .prices as soon 
as possible·, thereby relieving the Budget situation. 

I don't knowly,.h9J., .bes.t able_to. .. ~.'.soften._up!~Patman on this question.· 
Maybe it is Joe Fowle~-pe.J;,haps Gardne:,;himself. . • 

----~ ~ 
Attachmen 

•. 1 'I 
~ 

• I 

Harry C. McPherson, 

. RECEIVED 

I 
I 

l 
(j 
:I 

.JAN"' 0 '966 
C:;, fRAL FILES 
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MEMORANDUM L,t;:­
THE WHITE HOUSE F?/~O 

_l=~/7~-+I
WAIHINOTON 

,C~/?'&>~­
December 9, 1965 Efc/ ?t:> - (! 

Thursday - 9:45 a. m. ,C::tJ!-//-✓6-

FOR THE PRESIDENT 

The cities group is coming down to the wire. Its two moat important 
recommendations will concern HUD organization and the. Reuther­
inspired demonstration program. 

Organization: Attached is the final version of the organizational 
charts, the first for Washington, the second for the regional offices. 
The report will provide clear and concise reasons for this arrange­
ment. I will mention only two aspects of it. 

a) The Secretary and Under Secretary are to run the operation· 
in fact as in name. Regional administrators will come to them for 
instructions. The Assistant Secretary for Financial Assistance -­
the FHA and FNMA man -- will therefore serve as staff to the 
Secretary, not as the un-guided operator of FHA in the field. The 
purpose of this is to make HUD a coordinated agency with a social 
as well as a brick-and-mortar purpose. Although most people in 
the present HHFA work for FHA, the task force is determined to 
prevent ~n FHA take-over. So the FHA man is only one of four 
assistant secretaries. The home builders and some members of 
Congress may grumble at this; but it will have strong support on 
the Hill. McNamara likes it. . ) 

' . WH/tfj 
b) Community Action would be taken out o..r'Poverty and placed. &.,,_.,,. 

in HUD. This move was sponsored by"lleuthe ✓and\reinema~ 
two reasons: to give HUD an active social agency that would challenge 
the rest of the department, and to give Community Action a strong 
base of organizational support. Kermit Gordon dissents, and so, 
at last reading, did Whitney"'Young, although not so vigorously as 
Kermit. Kermit feels this is putting too much under the wing of 
a new department; Whitney fears for the safety of Community 
Action if it is absorbed by bankers and mortgage men. Obviously 
there are considerable political consequences to this question, 
either way it is answered. 
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