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l*etter dated October 25, 1967, You rerruefted or commits on
.- , got i nposso This masure would Csa ablish a flcase De-to assist in the developmt of: QLymt ad buesBank toins

1 in cextS~UIn rtai 1uura ad nn.. aexta.

W obUekt of this bM involve maters o poz.ie prmy
A&+6etemidnt10 Of Vh Cconagms an ones an ihieh v*e bav no zeem

jCio to Smk. We do bxm so sumstiond for Tow wnsideration,
tIhe pwodures prposed In this bi for acem-

. ~1jdag those oewctives.

eCam"ing the prt of a. Gove t cootion
OMti s hva cou>stnt7 tkef the position that the piubiic nterest

s est erved vbea'j coi rol mr ititi i exeriW
#ov two reiew a' affirtv wti'o pawe rg smi

tV4n.~a~fiff Piiresints 5t hue attwd the adOprii r
the sppl1iction of ststutes sad ragulations widcth Uusaie3y gmvrn

Cq ftt2*" of MywsiNat IA41i. W4e believ that depitures frm
'tueAndard dwaAl be perAitted only on * o1*& showin that an activity

~ i~Ihis susoeptible of q~imtl$.am tvgh a e roga2w Govermuent
.SPm *or throvgh an upsanion 'of sbmir In existi f Covert-

'. Nut gaies eumt be xuesefully operated In Us e pblic interest
-with tha t f-We :

8 :diOn 2. of S. 257 provides for the a l et of incorpoators
Lt th Bak bt doeswt provide for any 8 it on the l2ber to be ap.

.;.te4. ALso, section 202 io silmt as to travl expenses that my
: PW to l oryorators wa an to VW eons etion to which they my
be fltitled for carying out their responsibilities. We believe the
bilso4M 8peIfy the mubea of incorporators and state to what extort
iOO*pms shall be 81Mens4td for their services and for travel

.. na.

Betioa 203 provides for the apointment of a board of directors
buZt is silft with regard to the psymmut of trav e3q and of com-

We beliwwe the bill shmad specify w a uch paymnts that
G117 be wr6e tobor 0me mers5 

. ~ ~ ~ ~ ~ ~ ~ ,.
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secetion 0 OaeOialy listed as 2p94, provies for an advisory
emodttee of not 1e than AIAe persons; hawmr, it provi;es no
: pOr It on the sie of the imemittee. Also, the section provides
f or patyiets to itt*e mbers tor teasonole expSes £red :

:% on bha.U of the Bank but dox not aptflly piovIAOe for GMY
ef _ mation for the $W devoted by such aftbers to ank aIctivities.
v. bel thene matesrs shd be clarified in the bill.

SCtion 205 provide for capialization of the sank up to the
t ot of # billimn, tru& tbe sale of eorporatin stock to the

.r<BOCastar of the Treasury. This *,ction. also providle thority to.e2etr of, the* TwaazX "the e tobtain th* fn for O stock pur'.
ebsde by porpbic. Thi v'na inr authortzes the .
so-cahld 'back door' finamew ethod and ciremvents the propria.-
tion promes. The Conera A ^cowting Office has genmaljy favored
tjhe finguil of 0overmmnt pzogras tbroie direat qproliations
becae of the periedie congressiorml scratiny swA atfimaave congres-
$Ionsl action provided by the apropriation Procs. 3Sb scrutiny
is not to readily availsbl* to the Co;ess tbrongh back door fimocing
techniques.

Section 203(b)(l), vbjeh cons the subsertion of stock by
the ftdrstary of the Treuxwys, statea tht sueb ascription "shall be
paid at the tbw of soriptif" 9M then states "shall be available
as neto by ths tonk." * We st w con th first qted clamw as con-
trolling, and therefore ftinds mew be ade available to the Bak before
i need develops. If premtuure purchase to made, interest costs would
be ingurred by the Treasury to obtain f*ds for transfer to the corpora-
tion prior to a eed for the fwlda by the corporatin. To obviate these
mneceass costaj, ve suggest deletio of the words "paid at the tine

*Of" on line 22 of pg 10, nd the substitution of the word 'payable
St any time after date of.' This chang in languge would na clear
that funds ane to be ale available to the corporation by the Treasury
Caly as needed.

It is noted in section 2 (Paoe 2s lie 3) that it is a purpose of
act, in contributing to the elimination of poverty, to Vro'ide.

tinano~g "on attractile terms.' Section 201 states that "Thare is
heisby *uthorised to be created a corporation for profit * * *," (Line
17, Pga 5; uderoring stulied.) Frther, section 206(a) authories
the oozp~rat~ou to make, part1cipate in, or g~sarrae loans, sad to
iflZ~3re loeiia or pl, Initiate, own, and manage -facities. We bel-eve

that this section of the bil express the etsent of
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P as to the rang of interest rates ed on
s. t Nd¢, bdiestig the meria cicastnces vh aob rahte wud

anto indicate intoet rate guides on duaran md Insured
1D I the cotporation in to break evn or he a profit as stated
nt {XX l dane of sectioa 20)1 then it vould be necessary to estab-

. ; jhtejutert rate structure so as to obim anh overall rate
? bi~~ than the ratox paid on the corporation borrwinp. If guiides

0 interesrgtws e ant provided by the Congmas# then the corpos-
8 31ght tbes guided priwi1~by the "attractiv tesm' provision on
| ¢ 2, }4n 3, ed the cr ion vouM incur losase rather thez

R hav a profit.
Secion t06 a~orl2z. th Bak iaa~ae boedwsd2o6 ithr~osthe3=kU ism lade, debentures,, and

@hs?~e fcg~eaof Indebtseeas Wt does Vot lit N* isovances
a t@ EhI~ 401*? momt or fatiQ of Indebtednese to capital iimest

-. We belee HSth it would b desirable for the bill to 1Inluie
u stat op on the Bank's bortowtnp. The effect of this section

woul: be to authawso the Bank to borrw fnds directly from the
Klithrou& the issuance of bonds, debuwee, and other eertifi-

- teeof iflebtedf5* under subsection I aad through the ati of its
. Laities vnar subsection 3. An mtiod above, y bave gwrsaiy

ftared tU tinCiV6 of Cbvrfawxt throogbdirect apropria-
tims beftun of the periodie congreusiamlI 8ratizy and afftmatiye
ea dgaioma 1mnti providd by the awpopriation profsas tbat is not
:oAl$ Wajile to the Coogrs throu&h "ckdoor" ftwnaneg

ftouritles issued pursuant to sectim 206 woul be issued om a
eavtitivl or n1tiatod basis t the discretics of the Board of
biretas of the proposed Banks We habs observed ovrthe years that
interest Ts an momy obtai from the private sector throuO
ahmndes othr than the frasury Dopartmt$ a&envmr hI than
an frm. obained thro*g regalax public debt oblUmUiis vith comparable
Mtwittes igssd by the Treasury Npextaet. So. eaaosed ztetAn

VTOGented by th Assistat Ct"1M Oesral at Apil 4 96, b1 ore
the C¢i t on 3Iing wA Oureuaty, House of Rpresentativws, the
ReOt of Wit of the Rqx*t- t fn r f ye
3.l4823, April 3, 1967 and-the ROPOwt of Wit -of the pWI-Iport

2ink fo fisftl year 114823#*Arch 8, 19650

Ammzig that the Coagpes decid" not to fiance this progrm
tbmUftrect spropriatima and that the finwii g On*z1ated UAdr

.'. i



ton 206(b) shmdd not be done thzOU~t tbp frWIMLuY it Is sug-
that the tti;S t by that section 010t 10re

icavosicall b perftiwd by eitating GOV belment persooe.l vith broad
ggg^ewe i this b1b fiela. We tbarefore xeccs d

t the fncing transaction mder eto (b) be h d 
the N4*sl NstimIs] )brtgtg AgeociatiOR in & WI!2Or s1Eil8r to that

prwfde lin the Participation 9&us Act of 1966, Pub, L 89 for
-¢n riobligstions aeduird by other Federal I.elexs

We not that Mde2 ection 205(b) paymet of t1* siXsOriPtiOn Of
*th Mited States to tB* Bank sea repaXers thawf dhll be treated
upublio"4e~ tran saction. We bqliev that all capital transactions

of the lZrik, itn ing tbe authorised i$er section 26(b, shoiuld

be bNaWW " a part of the public debt

Section 2o8, sabsecton it of the bill lbits inanemim vha other

public or privA fingneing is not available on recwnabl¢ terms and
coritions. Staular provisions are ineled in the statutes authorizing
loan Prog of varioua ecutive agencies such *a the ftuem Hwe

Adiniatrwtiofleownie Development A&ministration, and aiwl] Business
£dmiisgtratiofl. Thus it is rt clea whether the Bank' s loan fWmdS
Vill becow available only after a date ration bag been that
thaes other anie will not prOvide. d Cc bl toS and
c.itions.

W rte lo that the objectivea to be attained by the bill appear
to be olilar to the objectives outliled in edSting le}islatiof 9ern-
ing low progas of the Departumts or C re, Agricatur, and
Nouuing anid Urban Developmento sard the ftal Pwftsis5 dMuin~istration.
Thust aside fre our vestion abv S4 to the ard" of wmllabilit7' of

fwiAs vzid*v - loarnr s ve question unmder vhat circumstanices
fiDelbitg xhold be obtained from the Bak ratber thaa from presently
existing *gs. Yurtbq~res loaw apleable to loan programs of
the othrageie wo1ike the limes to be =" by the proposed Bank,-

seify matima loan priods, we beliere it may be desirable to pro-

vrid also for a m~imnl loani Perlo in the bill.,

Section 210 of the propsed &at provides fer annual wdits by the

(3energ A Ot12g office snd a grport to the Congres on the results
tbu~oin.. Th lan of this section is aimilnr to langae fo in

the Coitorati= Control Act (31 U.S.CX 85C, 851) vith the
exoeptl= that it doem rot require a otatVent of Income end

Ora rqport on ony noted mart of ewpital. We believe tbet,, to



prieta jMMIb4Mreport on the overall finamial condition of the
8StAtewlt of UL42caei ejr expens~e an~d a report an maty noted

of cpital sbou3s be Incud ar d we sgpt that the
in the ill be revised accordingly. 1e- largmse of the biMl

~ siioulA al&o be reised to c1ae"r state that the CeptzUs General
wM readr 'I oiblon on the flnencal statemaate v*cb xe to be

vpsred by the Bnk.

Section 211 requies the Bank to subtit *A nnual report to the
1 ?'rs14uzt and to the C.grss but is wo apeeifie as to the contents
of thU report* Ve believe this section bOuld specifteaUy reqmuire
tbot the report felCude a ateent of assets, liabtltioz, capital
1 W saplux or deficft d a st*atenent of inum wA expense; Ind
gbataentof goies and oppliestZi of fBuds4 Alsol It ia not clear

. fr tbi section vhat sall be the flece year of the Bank. We sug-
- th;.Eat -thIA-ecti= sboul be mnded to show that the operating
fiswl 7w of shl be the "m an tba isaal year of the
7deral GOvremnt slaft O= sdit of the finasaoja transactions of
the imk is raoired by sectio 210(s) to "over the fical year Oor-
r~qotding to 04 of tle tod ftates ovmrmt." The peiodof
o-ur Wit shold eoftvpmd to the qprting fiscal year of the Aszk.

sizicereay yours,

;(SJ.jED) ERLM B. S7 AT S
C*~trollr Geiersal
of the Vnited States

ThO 1~orable john spaftsma Cfhaizma
C=Mita on Benkig and ^twrency
tited States Senate




